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S P O N S O R  S T A T E M E N T  

S J R  3

“A resolution relating to the effect of Medicare rates on senior citizens’ access to healthcare; and 
urging the United Stales Congress to increase Medicare rates for A laska.”

Approximately 55,000 Alaskans rely on the federal Medicare Program to meet their health care needs. 
Unfortunately this program is increasingly letting down some of A laska’s most vulnerable citizens.

Many Alaska physicians say M edicare pays less than 50% of what it costs them to treat their patients. 
As a result, an alarm ing number of doctors are refusing to accept new M edicare patients, and many arc 
terminating existing patients, leaving a growing number o f senior and disabled Alaskans without 
access to medical care.

The American Medical Association calls the Medicare reimbursement formula “broken beyond 
repair.” It reports that in 2008 Alaska will lose $8 million in federal paym ents to doctors as a result of 
cuts in Medicare reim bursement rates and projects a loss o f $240 million between 2008 and 2015.

The Military Officers Association of America says Medicare reim bursement rates are also hurting 
military beneficiaries’ access to care since military health insurance is linked to Medicare 
reimbursement rates.

SJR 3 calls on Congress and the U.S. Department of Health and Human Services to address this crisis 
by rewriting the formulas used to develop Medicare reimbursement rates for Alaska. It also urges 
Congress to address inequities in physician reimbursement that are leading to the collapse of the 
primary care system and limiting seniors’ access to those physicians best qualified to coordinate their 
care.

I urge you to jo in  m e in h e lp in g  d isa b le d  and se n io r A la s k a n s  by su p p o rtin g  S J R  3.
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Fewer primary care doctors take Medicare
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By ROSEMARY SHINOHARA 
A nchorage  D aily News

(Published: February 18, 2007)

A fte r H enry T a y lo r 's  d o c to r m oved to Hom er, T ay lo r, w ho is 77, 
needed tw o  th in g s : an A nchorage physician to prescribe d rugs 
fo r d iabetes and o th e r a ilm e n ts , and re lie f fo r his aching back.

He d id n 't  rea lize his lungs w ere  q u ie tly  killing h im . He d id n 't find 
o u t u n til it was too  la te  because he is on Medicare, and  d oc to r 
a fte r d o c to r re fused  to  see him .

T h e re ’s a crisis in hea lth  care  fo r A laska 's o lder res iden ts : Few 
p rim a ry  care d o c to rs  take  new  pa tien ts  on M edicare, the  fe d e ral 
insurance  p ro g ram  fo r  people 65 and o lder.

The cris is  is not new , but ev idence  indicates it is w orsen ing .

Henry Taylor had problems finding a 
doctor. By the time the 77-year-old 

finally located a physician who 
accepted Medicare, his cancer was 
beyond help. He is one of 55,000 
Alaskans who are enrolled in the 

federal health insurance entitlement.
(Photo by BOB HALLINEN / 

Anchorage Daily News)

Alaska is sho rt o f p rim a ry  care  docto rs  in genera l. And m a n y j j f  
them  say the y  can a ffo rd  to  tre a t on ly  lim ited  num bers  o f 
M edicare p a tie n ts , if any , because the  ra tes are too low  --  o ften 
less than  halt w h a t a d o c to r n o rm a lly  charges.

"W hen you  get c lose to  23 to  25 percen t o f you r v is its  from 
M edicare pa tie n ts , y o u 're  go ing  b a n k ru p t,"  said Dr. Bruce 
Kiessling o f P rim ary  Care A ssocia tes, the la rgest p rim a ry  care 
group  in the s ta te . "W e do no t take  new M edicare, not a t a ll."

P rim ary Care keeps ex is ting  pa tie n ts  who age in to  M edicare.

Cnee re tired  people tu rn  6 5 , M edicare ru les, even if a person 
has p riva te  insu rance  as w e ll. D octors m ust charge M edicare 
pa tien ts  no m ore  tha n  M edicare a llow s. M edicare pays 80 
percent o f the a llow ed  charge , a fte r an annual deductib le  is 
m et. The p a tie n t o r p riv a te  insurance  picks up the  rest.

Henry Taylor and daughter Pat 
Cochran talk about his problems 

finding a doctor. "I call myself 
'Medicareless Henry,"' he joked. 

(Photo by BOB HALLINEN/ 
Anchorage Daily News)

A bout 5 5 ,0 0 0  A laskans are enro lled  in Medicare.

Som e docto rs  o p t o u t o f M edicare a lto g e th e r and pa tien ts  are responsible  fo r p aym en ts . Kiessling's 
office did th a t fo r a tim e .

"You can 't b lam e th e  p ro v id e rs  fo r not w anting  to  see us because the  federa l g o v e rn m e n t is paying 
so litt le ,"  said Janet M ischler, 6 7 , a re tired  nurse. "A lo t o f people  d o n 't go (to  the  d oc to r) unless 
it's  re a lly  bad."
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M edicare rep resen ts  a s ig n ifica n t share  of federa l spend ing , and  the  g o v e rn m e n t w a n ts  to  hold 
costs as low as possible . The p re s id e n t’s upcom ing  bud g e t a n tic ip a te s  th a t p a ym e n ts  to  d oc to rs  will 
be c u t a t least 8 p e rce n t n e x t year, The New York T im es re p o rte d  re ce n tly .

A nchorage res iden ts  on M edicare seem  to have a h a rd e r tim e  fin d in g  p rim a ry  care d oc to rs  than  in 
m ost o f the  co u n try , a lth o u g h  m any say th e y  d o n 't have a p ro b le m  g e ttin g  in to see specia lis ts  like 
card io log is ts  o r lung docto rs .

Som e A laskans re p o rt th e y  go O utside to g e t th e ir  genera l checkups because it's  easier.

Docto rs  say the re 's  such a big d isp a rity  betw een w h a t M edicare a llow s fo r a serv ice  and w h a t 
Alaska docto rs  charge  non-M ed ica re  pa tien ts  p a rtly  because it costs m ore  to  p ractice  m ed ic ine 
here! "  ' ------------- ---------------------

Dr. R ichard N eubauer, an in te rn is t w ho  o ften  speaks o u t on M edicare, said ove rhe a d  is h igher.
There are no big o u ts ide  forces, such as huge co rp o ra tio n s  o r un ions, th a t can im pose th e ir  w ill on 
the m edical e s ta b lish m e n t and drive  dow n costs, N eubauer sa id .

The s ta te 's  congressiona l de legation  persuaded C ongress th a t A laska d oc to rs  needed special ra tes 
during  2 0 0 4  and 2 0 0 5 . A laska won a te m p o ra ry  boost o f m ore  than  50  p e rcen t in M edicare 

'ft' paym ents , accord ing  to  a re p o rt a t th e  tim e  fro m  the  A laska S ta te  M edical A ssocia tion .

The de lega tion  tr ie d  and fa iled to  ge t th a t boost e x te n d e d . The ra tes d ro pp e d  in January 2 0 0 6 , and 
rem ain  fla t fo r 2 0 0 7 .

Those in the  trenches  o f sen io r hea lth  care in A laska say M edicare c lien ts  have m ore  tro ub le  than 
ever g e ttin g  in to a gene ra l p ra c titio n e r.

" It's  g o tte n  w orse and w orse  and w o rse ," said Rita Hatch o f the  O lder Person's A ction  G ro u p . She 
surveys Anchorage d o c to rs ' o ffices da ily  to see w ho 's  tak ing  new  M edicare p a tie n ts  and finds hard ly 
any. " It 's  the  m os t serious  p rob lem  sen iors are  facing  r ig h t n o w ," H atch  said.

People seeking new  d oc to rs  call A nchorage N e ighborhood  H ealth  C en te r w ith  tw o  m essages, said 
Dr. Tom  H unt, the  c e n te r ’s m edical d ire c to r: My d o c to r d ropped  m e, o r, m ore  c o m m o n ly , I m oved 
m y m o th e r in to  to w n . O r we ju s t  m oved in, and th is  is the  n in th  d o c to r I called.

Anchorage N e ighborhood  H ealth is a n o n p ro fit c o rp o ra tio n  th a t serves a lot o f un insured  pa tien ts 
but is open to  eve ryo n e . H ow ever, the  cen te r o ffe rs  on ly  lim ite d  advance  a p p o in tm e n ts .

Hatch advises ca lle rs  to use an advanceu nurse  p ra c tit io n e r instead  o f a d o c to r, because nurse 
prac tition e rs  are m ore  accessible.

Anna Bell S tevens, 77, goes to  a nurse p ra c titio n e r. I t  w o rks  w e ll, u n til she needs a d o c to r, she 
said. W hen she had pneum on ia  severa l years ago, she w e n t to a sm a ll c lin ic  near her house in 
Tu inaga in  on a S a tu rd a y .

"W hen the  lady saw  I was past 6 5 , she said, 'W e 're  not tak in g  M edicare p a tie n ts .' I am  dying , 
practica lly , and th e y  w o u ld n 't see m e. There  is som e th in g  w rong w ith  a sys te m  w hen  you cannot 
w alk in to  a d o c to r's  o ffice  and pay for being seen. To m e, it's  ju s t  a b so lu te ly  w ro n g ."

Technically , a person  can choose to pay o u t-o f-p o c k e t fo r serv ices, and ask th e  d o c to r not to bill 
M edicare. But in p rac tice , M edicare benefic ia ries  say, places th a t a re n 't ta k in g  new M edicare 
patients  o ften  w o n 't see th e m , regardless.

P a g e  2  o f  5
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Mary Ann L indbeck, 82 , secured a d o c to r fo r he r husband, w ho has since d ied , by b re ak in g  dow n in 
her d o c to r's  o ffice .

"I was try in g  to  g e t Ed in the re . The o ffice nurse was saying, 'W e a re n 't ta k in g  any m ore , we c a n 't. ' 
And I bu rs t in to  te a rs . (H e r d o c to r) cam e by, looked a t m e, and said , 'W h a t's  the  m a tte r  w ith  you?'
it

Henry Taylor, w ho lives in S outh  Anchorage w ith  d a u g h te r Pat C ochran and a Boston bull te rr ie r 
tha t licks e ve ry th in g  th a t m oves, re lies on his sense o f h u m o r in a g rim  s itu a tio n .

"I call m yse lf 'M ed icare less H e n ry ," ' he joked .

A fte r the  d o c to r T a y lo r had been seeing m oved to H om er, T a y lo r d rifte d  from  one u n tenab le 
a rra n g e m e n t to the  next.

Though he lives o ff  O 'M alley Road, T ay lo r s ta rte d  seeing a d o c to r a t th e  A cute  Fam ily M edicine 
Clinic in Eagle R iver because th e y  w ould  take h im . E ffective  January  2 0 0 6 , th a t d o c to r w ro te 
pa tien ts  th a t the  c lin ic  w ould  no longe r bill o r receive p aym en ts  fro m  M edicare —  th e y  w ere  opting 
ou t a lto g e th e r.

Then T a y lo r w e n t to  an u rg e n t care clin ic but had to  w a it som e tim e s  fo r hours before th e y  could 
get to  h im . W ith  his back p rob lem s, th a t was a s trugg le .

S om etim es  a d o c to r's  w illingness to take  new M edicare pa tien ts  changes from  day to  day.

Taylor's  d a u g h te r had con tacts  a t AARP and e lsew here , and m oved fas t w h e n e ve r she g o t word a 
docto r m ig h t be ta k in g  M edicare p a tien ts .

"I p io b a b ly  called tw o  or th re e  dozen ," Cochran said.

Taylor g o t a tip  th a t a 7 7 -y e a r-o ld  s e m i-re tire d  doc to r m ig h t see h im , and in N o ve m be r he fina lly 
got a com p re he n s ive  exa m . T ha t's  w hen they d iscovered he had advanced  lung cancer.

O utside A laska, M edicare c lien ts  m o s tly  re p ort adequate  access to  doc to rs , says a 2 0 0 6  s tudy  by 
the  G o ve rn m e n t A cco u n ta b ility  O ffice, a congressional w atchdog agency. But the  GAO survey fo u nd 
tw ice as m any A laskans re p o rte d  m a jo r d iffic u lty  s ign ing on w ith  a d o c to r than  the nationa l 
average .

The g o v e rn m e n t has an in te re s t in keeping hea lth  costs dow n , so if th e  system  is w o rk ing  well, 
C ongress is u n like ly  to  ra ise re im b u rse m e n t ra tes.

W hy is it such a p rob lem  here?

Dr. N eubauer said m ed ica l care is m ore  expensive  to d e live r here than  in o th e r states.

A recen t s tu d y  done fo r the  U n ive rs ity  o f A laska and the  s ta te  D e p a rtm e n t o f H ealth and Social 
Services d o cu m e n ted  a g ro w in g  sho rta g e  o f d oc to rs  here com pared  w ith  the  nationa l ave rage , and 
cited a need fo r even m ore  than  w e have as th e  popu la tion  ages. The la rge  Baby Boom  g e n e ra tio n 
s ta rts  tu rn in g  65  in 2 0 1 1 , ju s t  fo u r years from  now , and is expected  to  s tra in  the  hea lth  care 
system  tu rtn e r.

W ith  enough p rim a ry  care d oc to rs , the  M edicare popu la tion  w ould  be spread a round  and  the 
system  w ould  be m ore  w orkab le , N eubauer said.
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U.S. Sen. Lisa M u rko w sk i, R -A laska, secured a sea t on the  Senate  H ealth , Education , Labor and 
Pensions C o m m itte e  p a rtly  to w ork  on im proved  M edicare coverage  in A laska, she said in an 
in te rv ie w .

M urkow sk i said she 'll push aggressive ly  to get h ig h e r re im b u rs e m e n t ra tes, and th in k s  co lleagues 
are com ing  to recogn ize  th a t  A laska 's s itu a tio n  is d iffe re n t. "O u r facts a re "ju s t th a t m uch  m ore 
extre m e .

M urkow sk i has scheduled  a S enate Health C o m m itte e  hearing  in A nchorage  Feb. 20 to  a llow 
docto rs  to  e xp la in  how  the  M edicare rates a ffec t th e ir  p ractices, and m em bers  o f the  pub lic  to 
share th e ir  expe riences.

For H enry T a y lo r, any he 'p  w ith  M edicare w ill com e too  late.

He is g e ttin g  tre a tm e n t, bur the re  is no hope fo r a cure.

"They said from  th e  beg in n in g , 'We cannot save y o u r life ,'"  said his d a u g h te r, Cochran. " It 's  in both 
lungs. I t 's  inope rab le . I t 's  in h is bones."

W hich leaves T a y lo r and Cochran w ondering  w h e th e r his o u tlo ok  could have been b e tte r, w ith  m ore 
t im e ly  tre a tm e n t.

D aily News re p o rte r  R osem ary Shinohara can be reached at rsh inohara@ adn ,com  o r 2 5 7 -4 3 4 0 .

H o w  i t  w o r k s

Here's an e xa m p le  o f w h a t M edicare pays in A laska, com pared  w ith  w h a t docto rs  and nurse 
p ra c titio n e rs  cha rge  o th e r pa tien ts :

At H ea lth  W orks  Fam ilv  M edical Clinic in Eagle R iver, an estab lished  p a tie n t on the  m ost com m on 
v is it w ould  be cha rged  $ 1 2 1 , said office m anager Renee B lakely. M edicare a llow s $ 5 9 .7 0 .

I f  som eone  com es in w ith  a lis t o f p roblem s, and takes  an hou r, the charge w ould be $ 2 8 1 , said 
B lakely. M edicare pays $ 1 2 2 .0 7 .

S p e a k  n u t

U.S. SEN. LISA MURKOW SKI w ill hold a hearing on the sh o rta g e  o f p rim a ry  care physic ians in 
Alaska, p a rtic u la r ly  in ru ra l a reas. The hearing by the  S e n a te ’s H ealth , Education, Labor and 
Pensions C o m m itte e  beg ins a t 9 a .m . Tuesday a t Loussac L ib rary .

M e d ic a re  a t  a g la n c e

M edicare is h ea lth  insurance  fo r people 65 and o lde r, and fo r people yo u n g e r than th a t w ith  certa in 
d isab ilities .
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• M E D IC A R E  P A R T A  covers hosp ita l care, and eve ryone  gets it free.

• P A R T B covers serv ices o f docto rs  and n u rse -p ra c tio ne rs . I t  is o p tio n a l, and costs m oney -- 
$ 9 3 .5 0  p e r m on th  fo r those  w ho m ake $ 8 0 ,0 0 0  o r less. I f  you d o n 't ta k e  Part B w h en  you are firs t 
e lig ib le , it  can cost m ore.

• P A R T D is the  new , op tio na l, p re scrip tion  d rug  coverage. Benefic iaries choose fro m  am ong a 
va rie ty  o f ava ilab le  plans th a t cost d iffe re n t a m o u n ts . There  can also be a p en a lty  fo r  jo in in g  la te .

H O W  D O C TO R S GET P A ID :

1. A S S IG N M E N T : You assign M edicare to pay you r d oc to r d ire c tly . I f  a d o c to r accepts ass ignm ent, 
the d o c to r agrees to  co llect on ly the  a m o u n t M edicare approves.

2 . NO  A S S IG N M E N T : Y our d o c to r m a y  accept M edicare b u t not accep t a ss ig n m e n t. In th a t case, 
the d o c to r m ay charge  m ore  than  the M ed icare -approved  a m o u n t. But s till, doc to rs  are genera lly 
lim ited  to  charg ing  a m a x im u m  o f 15 pe rcen t m ore.

Source: C enters fo r M edicare & M edicaid Services 

Print Page | Close Window :
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D i a g n o s i s :  A l a s k a ' s  s h o r t a g e  o f  d o c t o r s  

a  g r o w i n g  p r o b l e m

B y  M e lis s a  C a m p b e ll
Alaska Journal o f Commerce

Dr. Ross Tanner, president-elect of the 
Alaska State Medical Association, right, 
sitting next to Dr. Harold Johnson, director of 
Alaska Family Practice Residency, and Dr. 
Richard Neubauer, infernal medicine, left, 
testifies during a Feb 20 Health, Education, 
Labor, and Pensions Committee field 
hearing, chaired by Sen. Lisa Murkowski, R- 
Alaska, in Anchorage, a p  p h o t o /a i  cmio

tha t is.

Alaska's health 
system is nearing a 
crisis stage, with rising 
costs, lower 
reimbursem ent rates, a 
shortage of doctors and 
few methods to entice 
caregivers to work in 
t he state, doctors and 
health care advocates 
told Sen. Lisa 
Murkowski.

Chairing a field hearing 
of the Senate Health, 
Education, Labor and 
Pensions Comm ittee on 
Feb. 20, the state's 
jun io r senator heard 
from people who have 
trouble finding doctors 
and from doctors who 
tried to explain why

She also heard ideas on how the federal governm ent could help ease 
the situation.

Health care is a m ajor concern nationwide. In Alaska, the cost of 
health care is roughly 70 percent h igher when compared to  the 
Lower 48, adding to the financial burden.

Last year, Americans spent $1.9  trillion on health care, Murkowski 
said. That's more than was spent on food or housing, and four times 
the amount spent on national defense. By 2015, that figure is 
estimated to balloon to nearly $4 trillion, Alaskans spend more than
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:>5 billion a year on health care, a figure that is also expected to 
increase in coming years.

Those rising figures are largely a ttributed to an aging population —  
assuming tha t the older one gets, the more often he needs to see a 
doctor, and the more medications he'll need to take. In 20 years, 
some 20 percent o f the U.S. population will be 65 years old or older, 
Murkowski said.

In Alaska, the num ber of those older than 65 is expected to increase 
from 43 ,000  to 124,000 between 2005 and 2025.

At the same tim e, experts predict a national shortage of 200,000 
physicians, w ith a shortage of nearly 400 in Alaska. About a third of 
the nation's doctors are nearing retirem ent age, while for the past 
quarter-century, medical schools have kept enrollm ents virtually flat.
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Murkowski read o ff several messages from  constituents detailing 
the ir troubles in finding a doctor to accept a new Medicare patient, 
either themselves or a fam ily member. Some said they had macfe 
more than 100 calls to doctors in the Anchorage area and were 
t urned dowm

One was speaker Carl Berger, of the Lower Kuskokwim Economic 
Development Council in Bethel. Berger ju s t turned 65 and entered 
into the Medicare ;ystem. His doctor of 20 years retired and Berger 
can't find a general practitioner to take him as a patient.

"Lucky for me I have a heart condition," he said. " I ’m able to see 
another doctor. But what doctor would want to see me if he get 
reimbursed only 40 percent of his costs?"

Speaker Frank Appel, of the Alaska Commission on Aging, recently 
got a le tte r from  his doctor of 15 years saying that once Appel 
reaches 65, he'll have to find a new doctor.

"I believe the J i allenge faced by seniors and others w ho can't find a 
doctor is in to lerab le ." Murkowski said at a Commonwealth North ~ 
health care discussion held later that afternoon. "This is not a new 
problem, but I th ink people believe that it's not going to happen to 
m j . I th ink people should realize that turning 65 is one of those 
things that happens after 64. We must help current physicians stay 
in the practice of medicine and increase our health care work force."

Rita Hatch, a volunteer w ith the Older Persons Action Group, a senior 
advocacy organization, said she does an ongoing survey of 
Anchorage doctors who accept new Medicare patients. There are 
currently about 20 doctors on her list.

The Anchorage Neighborhood Center is the only facility taking new 
patients, and it is being overwhelmed.

Doctors said they are reimbursed only 40 percent of the ir actual 
costs for services provided to Medicare patients. That doesn't cover 
the ir overhead costs!

" I t  seems like we are the bad guys," said Dr. Ross Tanner,
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president-elect for the Alaska State Medical Association. "But for me 
to remain financially soluble, I have to be paid for what I do."

He added that a plum ber or engineer would not be asked to  take a 
reduction in the ir fees, but that's exactly what the federal 
governm ent demands when doctors treat Medicare patients.

" It's  not a greed th ing ," he said. ” 1 don't have a bunch o f money that 
I go home and roll around in every day. I am the cheapest thing that 
Medicare could spend their money on. I am cheaper than the 
emergency room or any specialist."

Everyone agreed tha t efforts in recru itm ent and education need to 
be stepped up, but those are costly programs.

The annual cost of recruiting doctors to Alaska is more than $24 
million, said Karleen Jackson, commissioner of the state Department 
of Health and Social Services. The average cost to hire a physician 
surpassed $74,000.

Medical school can cost from $125,000 in a public school to 
$200,000 in a private college. That's a huge debt load for a young 
person, Tanner said.

Alaskans have the lowest acceptance rate o f applicants entering into 
medical school. And those entering into school now w on't be ready 
to open the ir own practices for at least seven years.

Alaska needs 59 new doctors each year to approach national levels 
of doctor to population ratios. But Alaska has no medical school, is 
lim ited on the num ber residency students it can train and is limited 
on the num ber of students it can enroll in to a W ashington state 
medical school orogram.

That means that a num ber of Alaskans who want to become a doctor 
will have to train Outside. Statistics show tha t doctors practice within 
100 miles of where they trained.

So how to make it better?

Doctors offered several suggestions:

• Enact federal legislation to fix the Medicare paym ent system to ^  
reflect the higher Alaska cosTsl

• Enact legislation to provide tax credits for young doctors to 
practice in "frontier" states, like Alaska.

• Enact legislation to revamp the funding for residencies.
• Develop programs to help medical students w ith the debt 

garnered to attend medical school.

Alaska is already involved in program s that have helped train 
Alaskans to be doctors or to bring doctors to  Alaska, including the 
University of Washington Medical School Partnership, known as 
WWAMI, for the Northwest states that are involved in the 
partnership. Lawmakers are working to expand the num ber of slots 
allowed for Alaskans to enter into the program .
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On the federal level, Murkowski and Sen. Ted Stevens continue to 
work for higher Medicare and Medicaid reim bursem ents for Alaska 
providers. Earlier this year, Alaska's senators introduced the Rural 
Physician Relief Act, a bill that provides tax incentives for doctors to 
practice in rural areas.

Soon, Murkowski will introduce the Physician Shortage Elimination 
Act, which will double the funding for the National Health Service 
Corp., a program dedicated to m eeting the needs o f the 
underserved. Some 80 percent of the applicants to the program are 
turned away each year.

The bill will allow rural and underserved residency programs to 
expand by removing barriers tha t prevent program s from developing 
rural training rotations, and will create program s that target 
disadvantaged youth in rural areas by creating a pipeline into health 
care careers. The bill also offers grants to com m unity health centers 
to e: pand residency programs.

Melissa Campbell can be reached al 
melissa.campbell(5)al a skajou rn a I .com .
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Am erican M edical .Association M edicare physipiari paym ent reform .
Medicare’s physician payment update formula: 
The facts

The Congressional Budget Office recently forecast 
that Medicare physician payment rates would be 
reduced by 10 percent in 2008 under current law. 
The 2006 Medicare Trustees report predicts cumula­
tive reductions in Medicare physician payment rates 
ornearly 4U percent by the year 2015. These succes- 
sive annual reductions are due to a statutory formula 
governing annual Medicare paymentupdates that~is 
broken beyond repair and must be replaced.

It is critical that a permanent, long-term replacement 
for this payment formula be identified as it is produc­
ing disastrous effects. In addition to generating the 
forecast 40 percent pay cuts by 2015, the formula:

Has kept average 2007 Medicare physician pay­
ment rates about the same as they were in 2001 
Has prevented physicians trom making needed 
investments in staff and health information tech­
nology to support quality measurement

* Punishes physicians for participating in initiatives 
that encourage greater use of preventive care in 
order to reduce hospitalizations

J Has led to a budget baseline that is widely viewed 
as unrealistic and that has driven policymakers to 
enact short-term interventions that have increased 
the duration of cuts and the cost of a long-term, 
permanent solution

The law provides for Medicare physician payment rates 
to be updated each year:
* The initial element in each year’s update calculation 

is the Medicare Economic Index or MEI, a conserva­
tive government index of practice cost inflation.

* The update is then adjusted up or down from MEI 
based on the sustainable growth rate or SGR.

« The SGR was created by Congress in the Balanced

Budget Act of 1997 as a target rate of growth in 
Medicare spending for physician services.

• The key factors in setting the SGR are Gross 
Domestic Product (GDP) growth, changes in law and 
regulation, Medicare enrollment and price changes.

• If expenditures exceed the SGR targets, then 
annual physician payment updates are less than 
annual increases in practice cost inflation.

There are several fatal flaws in the SGR:
<* Utilization of physician services grows more rapidly 

than GDP, so using GDP as the standard for 
utilization growth in the SGR means that the target 
is always set too low.

• The "law and regulation" factor has not been appro­
priately adjusted to reflect new Medicare coverage 
policies, such as macular degeneration treatment and 
implantable cardiac defibrillators. Omitting the costs 
of such treatments from the SGR targets increases 
the likelihood of pay cuts.

• None of the factors in the SGR recognize Medicare 
spending due to technological advances, shifts from 
care being provided in hospitals to being provided in 
physician offices and other medical practice trends. 
Services that may save money for the Medicare 
program as a whole or improve quality, therefore, can 
still lead to cuts in Medicare physician payment rates.

• Spending for Part B drugs has been improperly 
included in the SGR calculations and is growing 
much more rapidly than physician services. As a 
result, drug spending consumes an ever-increasing 
share of a target that is already too low, increasing 
the likelihood of SGR-driven pay cuts. The Ameri­
can Medical Association (AMA) continues to call 
tor the Administration to remove drug spending 
from its SGR calculations.

Continued on next page...
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Am erican M edical A ssociation M edicare physician paym ent reform
Surveys have shown that SGR-drivcn pay cuts would 
hurt seniors' access to physician care:
* The Medicare Payment Advisory Commission has 

found that increasing numbers of Medicare benefi­
ciaries report “big problems" finding new primary 
care and specialist physicians. The Commission is 
concerned that Medicare pay cuts will worsen pa- 
tient access problems!

* AMA surveys of physicians have found that nearly 
half would have to decrease or stop accepting new 
Medicare patients if payments were cut.

9 The Military Officers Association of America states 
SGR pay cuts would significantly damage military 
beneficiaries' access to care under TRICARE, as 
TRICARE paymenrs are linked to Medicare rates.

* The congressionally-created Council on Graduate 
Medical Education is already predicting a shortage 
of 85,000 physicians by 2020. Medicare cuts will 
exacerbate this shortage by making medicine a less 
attractive career.

Physician services have extended patients’ lives and 
improved seniors’ quality of life, despire a significant 
rise in chronic disease among the elderly:
* The Centers for Disease Control reported 50,000 

fewer deaths in 2004, the biggest single-year reduc­
tion in mortality since the 1930s.

° An August 2006 Health Affairs article by Kenneth 
Thorpe and David Howard found that "[v)irtuaily 
all of the growth in spending from 1987 to 2002 
can be traced to the twenty-percentage-point 
increase in the share of Medicare patients receiving 
medical treatment for five or more conditions during 
a year.”

* Medical advances added about a half year to seniors’ 
life spans between 1999 and 2002 alone. Deaths 
from heart and cerebrovascular disease have been 
falling by about 3 percent a year in recent years and 
the cancer death rate over the last decade has fallen 
by about 1 percent a year.

• An August 2006 New England Journal of Medicine 
article by David Cutler et al. concluded that, 
"although medical spending has increased over time, 
the return on spending has been high... concern 
about high medical costs needs to be balanced 
against the benefits of the care received.”

° Utilization of physician services is not the cause of 
the Medicare program’s financial predicament, and 
cuts in physician payment rates are not the way to 
improve Medicare's financial sustainability.

The time has come to replace the Medicare update 
formula with a new approach that will provide 
adequate financing for physician services.
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IMPACTS OF MEDICARE PHYSICIAN PAY 
CUTS IN ALASKA

•  A la s k a  w i l l  lo s e  $8 m ill io n  in  hea lth  care  funds due to tbe pro jected  10%  n eg a t iv e  
u pda te  in  2008, and  the state w i l l  lo s e  $240 m ill io n  b y  2015 d u e  to  8 y ears o f  S G R

•  ( ,9 6 9  em p lo y e e s , 47 ,519 M e d ic a r e  patien ts an d  78,803 T R J C A  E  patien ts in  A la sk a  

w i l l  b e  affected  b y  th e se  cuts.

•  C o m p a r e d  to th e  rest o f  the coun try , A la sk a , at 232 p ractic ing  p h y s ic ia n s  per 100,000 
p op u la t io n  has a  b e lo w -a v e r a g e  ratio o f  p ractic ing  p h y s ic ia n s  to p op u la t io n , e v en  

be fore  the cu ts tak e  effect.

•  4 3 %  o f  A la s k a ’ s  p ra c t ic in g  p h y s ic ia n s  are over  50, an  ag e  at w h ic h  su rvey s h a v e  
s h o w n  m an y  p h y s ic ia n s  con s id e r  red u c in g  their patient care activ it ie s .

cu ts .
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A m erican M edical Association M edicare physician paym ent reform
Future bleak for seniors, baby boomers. Medicare 
to cut payments as boomers enter the program

Without congressional intervention, Medicare will slash physician payments nearly 40 percent over eight years 
beginning in 2008, while practice costs increase almost 20 percent. These cuts come at a time when Medicare pay­
ments physicians already lag far behind the cost of caring for seniors. In 2010, the leading edge of the baby-boom 
generation will start enrolling in Medicare, with enrollment growing from 43 million in 2010 to 49 million by 2015.

Sources Physician cot* data it from the MEl, a conservative index of practice cose growth maintained by the Centeri for Medicare 6f Medicaid Services Medicare physician 
payment update! are from the 2006 Medicare Trustees report, with adjuitmenis for 2008 to reflect the Congressional Budget Office anjtysis of rhe "Tat Relief and Health Care 
Act of 2006 “ Any change in pay that may mult from use oi the $ I 35 billion "physician assistance and quality initiative fund" for 2008 is not included
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Physicians vs other providers: 
2004-2007  Medicare payment updates

Physicians received below-inflation updates in 2004 and 2005 and zero percent updates in 2006 and 2007, 
while other Medicare providers’ payment updates have kept pace with their costs.

0  /o Medicare Advantage Hospitals

Source Centers /or Medicare & Medicaid Services final announcements.

Nursing homes

■ 2004 
2005

a  2006
■ 2007

2004 and 2005: 1.5% 
2006 and 2007: 0.0%

Physicians
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SARAH  PALIN, GOVERNOR

P .O  B O X  I 10693DEPT. OF HEALTH & SOCIAL SERVICES JUNEAU, ALASKA 99811-0693 
PHONE: (907) 465-3250
FAX: (907) 465-1398Alaska Commission on Aging

i
March 16, 2007

Senator B ill W ielechowski 
Stale Capitol, Room 11 5 
Juneau, Alaska 99801

Subject: S u p p o rt L e ttc "  fo r  Senate J o in t Resolution No. 3

Dear Senator W ielechowski:

On beha lf o f  the Alaska Com m ission on A g ing  and more than 43,000 Alaskans age 65 and older, we support your 
Senate Joint Resolution No. 3 that calls on Congress and the U.S. Department o f  Health and Human Services to 
revise Medicare physician reimbursement rales for Alaska, to improve access to health care for older Alaskans 
We hope that this resolution w ill lend support ro our Congressional delegation’s efforts to improve rates for 
Alaska so that o lder Alaskans w ill not be denied health care.

Over the past year die A laska Comm ission on Aging has increasingly received alarm ing reports from older 
Alaskans enrolled in Medicare who are being denied medical services by prim ary care physicians because the 
Medicare reimbursement rate for these services is less than what doctors w ould receive from private payment or 
other insurance carriers. Some older Alaskans are having d iff ic u lty  locating any provider in their area who w ill 
take new Medicare patients.

During our initial investigation o f  this problem, we have learned that physician refusal ot Medicare patients is a 
situation unique lo Alaska because the physician’ s cost o f  provid ing patient services in Alaska exceeds their 
Medicare reimbursement rate. I f  le ft unattended, the problem o f  physician refusal o f  Medicare patients w ill 
intensify over the next few years as the population o f  M edicare-elig ible older Alaskans grows at a rate ot 5 ' b to 
6% annually and the num ber o f  practicing physicians decreases as the result o f  an aging w orkforce

Thank you fo r sponsoring this important legislation. Please feel free to call on the Alaska Commission on Aging 
should you have questions or when your legislative efforts require research and analysis o l this issue or others that 
af fect the quality o f  life  o f  older Alaskans.
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April 5, 2007

A laska State Senators 

State Capitol 

Mailstop 3100 

Juneau, A K .  99801-1182

R E : Senate Joint Resolution No. 3

Dear Senator W ie lechowsk i

Retired Public Em ployees o f  A laska represents thousands o f  public employee 

retirees around Alaska. O ne  o f  our members contacted us in tears last year when 

after making almost 30 calls to try to see physician in the Anchorage area, she still 

could not find a doctor that would take Medicare. M any  A laska doctors w ill not 

take any Medicare patients because o f  the low  Medicare reimbursement rate in 

Alaska. I f  a doctor w ill not bill Medicare, the State retiree insurance w ill pay 

nothing, and the retiree must pay every penny o f  the costs out o f  pocket. I f  this 

problem is not fixed, it w i l l  drive many o f  our older retirees out o f  A laska to the 

lower 48 where most doctors still take Medicare.

The  University o f  A  'aska’s research paper by the Institute o f  Social and Economic 

Research released in September 2006 shows that seniors in A laska spend $1.46  
BILLION annually  in the A laska economy. W e  want our seniors to remain in 

Alaska, and having health insurance that w ill help pay medical bills is critical.

Please pass S JR  3 that w ill help our seniors get the Medicare coverage they paid 

for in their working years so they can remain in Alaska.

President

Protecting & Enriching
Your Retirement Years


