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SPONSOR STATEMENT 
SJR 3

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

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 Alaska’s most vulnerable citizens.

Many Alaska physicians sa> Medicare pays less than 50% of what it costs them to treat their patients. 
As a result, an alarming number o f doctors are refusing to accept new Medicare patients, and many are 
terminating existing patients, leaving a growing number of 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 w ill lose $8 m illion in federal payments to doctors as a result of 
cuts in Medicare reimbursement rates and projects a loss of $240 m illion between 2008 and 2015.

The M ilitary Officers Association of America says Medicare reimbursement rates are also hurting 
m ilitary beneficiaries’ access to care since m ilitary health insurance is linked to Medicare 
reimbursement rates.

SJR 3 calls on Congress and the U.S. Department o f 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 lim iting seniors’ access to those physicians best qualified to coordinate their 
care.

I urge you to jo in me in helping disabled and senior Alaskans by supporting SJR 3.
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Anchorage Daily News
(P ub lished: February 18, 2007)

After Henry Taylor's doctor moved to Homer, Taylor, who is 77, 
needed two things: an Anchorage physician to prescribe drugs 
for diabetes and other ailments, and relief for his aching back.

He didn't realize his lungs were quietly killing him. He didn't find 
out until it was too late because he is on Medicare, and doctor 
after doctor refused to.see him.

There's a crisis in health care for Alaska's older residents: Few 
primary care doctors take new patients on Medicare, the federal 
insurance program tor people 65 and older.

The crisis is not new, but evidence indicates it is worsening.

Alaska is short of primary care doctors in general. And many of 
them say they can afford to treat only limited numbers of 
Medicare patients, if any, because the rates are too low — often 
less than hair what a doctor normally charges. ’

"When you get close to 23 to 25 percent of your visits from 
Medicare patients, you're going bankrupt," said Dr. Bruce 
Kiessling of Primary Care Associates, the largest primary care 
group in the state. "We do not take new Medicare, not at all."

Primary Care keeps existing patients who age into Medicare.

Once retired people turn 65, Medicare rules, even if a person 
has private insurance as well. Doctors must charge Medicare 
patients no more than Medicare allows. Medicare pays 80 
percent of the allowed charge, after an annual deductible is 
met. The patient or private insurance picks up the rest.

About 55,000 Alaskans are enrolled in Medicare.

Henry Taylor had problems finding a 
doctor. By the time the 77-year-old
fina lly located a physician who 

accep ted Medicare, his cancer was 
beyond help. He is one of 55,000 
A laskans who are enrolled in the 

federa l health insurance entitlement. 
(Photo by BOB HALUNEN/ 

Anchorage Daily News)

Henry Taylo r and daughter Pat 
Cochran ta lk about his problems 
find ing a doctor. "I call myself 

'M edicare less Henry,1- he joked. 
(Photo by BOB HALUNEN/ 

Anchorage Daily News)

Some doctors opt out of Medicare altogether and patients are responsible for payments. Kiessling's 
office did that for a time.

"You can't blame the providers for not wanting to see us because the federal government is paying 
so little," said Janet Mischler, 67, a retired nurse. "A lot of people don't go (to the doctor) unless 
it's really bad."
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Medicare represents a significant share of federal spending, and the government wants to hold 
costs as low as possible. The president's upcoming budget anticipates that payments to doctors will 
be cut at least 8 percent next year, The New York Times reported recently.

Anchorage residents on Medicare seem to have a harder time finding primary care doctors than in 
most of the country, although many say they don't have a problem getting in to see specialists like 
cardiologists or lung doctors.

Some Alaskans report they go Outside to get their general checkups because it's easier.

Doctors say there’s such a big disparity between what Medicare allows for a service and what 
Alaska doctors charge non-Medicare patients partly because it costs more to practice medicine 
here!

Dr. Richard Neubauer, an internist who often speaks out on Medicare, said overhead is higher. 
There are no big outside forces, such as huge corporations or unions, that can impose their will on 
the medical establishment and drive down costs, Neubauer said.

The state's congressional delegation persuaded Congress that Alaska doctors needed special rates 
during 2004 and 2005. Alaska won a temporary boost of more than 50 percent in Medicare 
payments, according to a report at the time from the Alaska State Medical Association.

The delegation tried and failed to get that boost extended. The rates dropped in January 2006, and 
remain flat for 2007.

Those in the trenches of senior health care in Alaska say Medicare clients have more trouble than 
ever getting in to a general practitioner.

"It's gotten worse and worse and worse," said Rita Hatch of the Older Person's Action Group. She 
surveys Anchorage doctors' offices daily to see who's taking new Medicare patients and finds hardly 
any. "It's the most serious problem seniors are facing right now." Hatch said.

People seeking new doctors call Anchorage Neighborhood Health Center with two messages, said 
Dr. Tom Hunt, the center's medical director: My doctor dropped me, or, more commonly, I moved 
my mother into town. Or we just moved in, and this is the ninth doctor I called.

Anchorage Neighborhood Health is a nonprofit corporation that serves a lot of uninsured patients 
but is open to everyone. However, the center offers only limited advance appointments.

Hatch advises callers to use an advanced nurse practitioner instead of a doctor, because nurse 
practitioners are more accessible.

Anna Bell Stevens, 77, goes to a nurse practitioner. It works well, until she needs a doctor, she 
said. When she had pneumonia several years ago, she went to a small clinic near her house in 
Turnagain on a Saturday.

"When the lady saw I was past 65, she said, 'We’re not taking Medicare patients.' I am dying, 
practically, and they wouldn't see me. There is something wrong with a system when you cannot 
walk into a doctor's office and pay for being seen. To me, it's just absolutely wrong."

Technically, a person can choose to pay out-of-pocket for services, and ask the doctor not to bill 
Medicare. But in practice, Medicare beneficiaries say, places that aren't taking new Medicare 
patients often won't see them, regardless.
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Mary Ann Lindbeck, 82, secured a doctor for her husband, who has since died, by breaking down in 
her doctor's office.

"I was trying to get Ed in there. The office nurse was saying, 'We aren't taking any more, we can't.' 
And I burst into tears. (Her doctor) came by, looked at me, and said, 'What's the matter with you?'

Henry Taylor, who lives in South Anchorage with daughter Pat Cochran and a Boston bull terrier 
that licks everything that moves, relies on his sense of humor in a grim situation.

"I call myself 'Medicareless Henry/" he joked.

After the doctor Taylor had been seeing moved to Homer, Ta/lor drifted from one untenable 
arrangement to the next.

Though he lives off O'Malley Road, Taylor started seeing a doctor at the Acute Family Medicine 
Clinic in Eagle River because they would take him. Effective January 2006, that doctor wrote 
patients that the c/nic would no longer bill or receive payments from Medicare — they were opting 
out altogether.

Then Taylor went to an urgent care clinic but had to wait sometimes for hours before they could 
get to him. With his back problems, that was a struggle.

Sometimes a doctor's willingness to take new Medicare patients changes from day to day.

Taylor's daughter had contacts at AARP and elsewhere, and moved fast whenever she got word a 
doctor might be taking Medicare patients.

"I probably called two or three dozen," Cochran said.

Taylor got a tip that a 77-year-old semi-retired doctor might see him, and in November he finally 
got a comprehensive exam. That’s when they discovered he had advanced lung cancer.

Outside Alaska, Medicare clients mostly report adequate access to doctors, says a 2006 study by 
the Government Accountability Office, a congressional watchdog agency. But the GAO survey found 
twice as many Alaskans reported major difficulty signing on with a doctor than the national 
average:

The government has an interest in keeping health costs down, so if the system is working well, 
Congress is unlikely to raise reimbursement rates.

Why is it such a problem here?

Dr. Neubauer said medical care is more expensive to deliver here than in other states.

A recent study done for the University of Alaska and the state Department of Health and Social 
Services documented a growing shortage of doctors here compared with the national average, and 
cited a need for even more than we have as the population ages. The large Baby Boom generation 
starts turning 65 in 2011, just four years from now, and is expected to strain the health care 
system further. “  '

With enough primary care doctors, the Medicare population would be spread around and the 
system would be more workable, Neubauer said.
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U.S. Sen. Lisa Murkowskf, R-Alaska, secured a seat on the Senate Health, Education, Labor and 
Pensions Committee partly to work on Improved Medicare coverage in Alaska, she said in an 
Interview.

Murkowski said she'll push aggressively to get higher reimbursement rates, and thinks colleagues 
are coming to recognize that Alaska's situation is different. "Our facts are' just that much more 
extreme.14

Murkowski has scheduled a Senate Health Committee hearing in Anchorage Feb. 20 to allow 
doctors to explain how the Medicare rates affect their practices, and members of the public to 
share their experiences.

For Henry Taylor, any help with Medicare will come too late.

He is getting treatment, but there is no hope for a cure.

"They said from the beginning, 'We cannot save your life,'" said his daughter, Cochran. "It's in both 
lungs. It's inoperable. It's in his bones."

Which leaves Taylor and Cochran wondering whether his outlook could have been better, with more 
timely treatment.

Daily News reporter Rosemary Shinohara can be reached at rshinohara@adn.com or 257-4340.

How it works
Here's an example of what Medicare pays in Alaska, compared with what doctors and nurse 
practitioners charge other patients:

At Health Works Family Medical Clinic in Eagle River, an established patient on the most common 
visit would be charged $121, said office manager Renee Blakely. Medicare allows $59.70.

If someone comes in with a list of problems, and takes an hour, the charge would be $281, said 
Blakely. Medicare pays $122.07.

Sp eak  out

U.S. SEN. LISA MURKOWSKI will hold a hearing on the shortage of primary care physicians in 
Alaska, particularly in rural areas. The hearing by the Senate s Health, Education, Labor and 
Pensions Committee begins at 9 a.m. Tuesday at Loussac Library.

Medicare is health insurance for people 65 and older, and for people younger than that with certain 
disabilities.

Medicare at a glance
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• MEDICARE PART A covers hospital care, and everyone gets It free.

• PART B covers services of doctors and nurse-practioners. It is optional, and costs money — 
$93.50 per month for those who make $80,000 or less. If you don't take Part B when you are first 
eligible, it can cost more.

• PART D is the new, optional, prescription drug coverage. Beneficiaries choose from among a 
variety of available plans that cost different amounts. There can also be a penalty for joining late.

HOW DOCTORS GET PAID:
1. ASSIGNMENT: You assign Medicare to pay your doctor directly. If a doctor accepts assignment, 
the doctor agrees to collect only the amount Medicare approves.

2. NO ASSIGNMENT: Your doctor may accept Medicare but not accept assignment. In that case, 
the doctor may charge more than the Medicare-approved amount. But still, doctors are generally 
limited to charging a maximum of 15 percent more.

Source: Centers for Medicare & Medicaid Services

Copyright © 2007 The Anchorage D aily New s (w w w .adn.com )
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Dr. R o ss  T an n er, p re s id e n t-e le c t of th e  
A lask a  S ta te  M edical A sso c ia tio n , right, 
sitting nex t to Dr. H arold J o h n s o n , d irec to r of 
A lask a  Fam ily P rac tic e  R e s id e n c y , a n d  Dr. 
R ichard  N eu b au e r, in ternal m ed ic in e , left, 
te s tif ie s  during a  Feb. 2 0  H ea lth , E d u ca tio n , 
L abor, a n d  P e n s io n s  C o m m ittee  field 
h ea rin g , ch a ired  by S e n . L isa  M urkow ski, R- 
A lask a , in A n ch o rag e . APPHOTO/AIGrillo

t h a t  is .

Cha iring a fie ld hearing 
o f the Sena te Health , 
Educa tion , Labor and 
Pensions Comm ittee on 
Feb. 20 , th e s ta te 's 
ju n io r sena to r heard 
from  people who have 
tro u b le fin d in g docto rs 
and from  docto rs who 
tr ie d to exp la in why

S h e  a l s o  h e a r d  id e a s  o n  h o w  t h e  fede ra l g o ve rnm en t cou ld help ease
t h e  s i tu a t io n .

H e a l th  c a r e  is  a m a j o r  c o n c e r n  n a t i o n w i d e .  In  A laska , the cost o f 
h e a l t h  c a r e  is r o u g h ly  7 0  p e r c e n t  h i g h e r  w h e n  com pa red to the 
L o w e r  4 8 ,  a d d in g  to  t h e  f in a n c ia l  b u r d e n .

L a s t  y e a r ,  A m e r ic a n s  s p e n t  $ 1 .9  tr i l l io n  on hea lth care , Murkowsk i 
s a id .  T h a t 's  m o r e  t h a n  w a s  s p e n t  on fo o d  o r  hous ing , and fo u r tim es 
t h e  a m o u n t  s p e n t  o n  n a t io n a l  d e f e n s e .  By 2015 , th a t fig u re Is 
e s t i m a t e d  to  b a llo o n  to  n e a r l y  $4 t r i l l io n . A laskans spend m ore than
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$5 b illio n a ye a r on hea lth care , a fig u re th a t is also expected to 
increase in com ing years.

Those ris ing fig u re s are la rge ly a ttr ib u te d  to an ag ing popu la tion —  
assum ing th a t th e o ld e r one ge ts , th e m o re o fte n he needs to see a 
doc to r, and th e m ore m ed ica tio n s he 'll need to take . In 20 years, 
some 20 pe rcen t o f the U.S. popu la tio n w ill be 65 ye -'-s old o r older, 
M urkow sk i sa id .

In A laska , the num be r o f those o ld e r than 65 is expec ted to increase 
from  43 ,0 0 0 to  124 ,000 be tw een 2005 and 2025 .

A t the sam e tim e , expe rts p red ic t a na tio na l sho rta ge o f 200 ,000 
phys ic ians , w ith a sho rtage o f nea rly 400 in A laska . A bou t a th ird of 
th e na tio n 's do c to rs are nea ring re t irem e n t age , w h ile fo r the past 
q u a rte r -c e n tu ry , med ica l schoo ls have kep t en ro llm en ts v ir tu a lly fla t.

M u rkow sk i read o ff severa l m essages from  con s titu e n ts de ta ilin g 
th e ir tro u b le s in fin d in g a do c to r to accep t a new Medicare pa tie n t, 
e ith e r them se lve s o r a fam ily m em be r. Some said th e y had made 
more th a n 100 calls to docto rs in th e Ancho rage area and were 
tu rn ed dow rn

One was spea ke r Carl Berge r, o f the Lowe r K uskokw im  Econom ic 
D eve lopm en t Council in Bethe l. B e rge r ju s t tu rn e d 65 and en te red 
in to th e M ed icare sys tem . His d o c to r o f 20 yea rs re tire d , and Berger 
can 't fin d a gene ra l p ra c tit io n e r to ta k e h im as a pa tie n t.

"L u cky fo r me I have a hea rt c o n d it io n ," he sa id . " I 'm  able to see 
ano th e r do c to r. Bu t w ha t do c to r w ou ld w an t to see m e if he get 
re im bu rsed o n ly 40 pe rcen t o f h is cos ts? "

Speake r F rank Appe l, o f the Alaska Comm iss ion on Ag ing , recen tly 
go t a le t te r from  his do c to r o f 15 yea rs say ing th a t once Appel 
reaches 65 , he 'll have to fin d a new doc to r.

" I be lieve th e cha llenge faced by sen io rs and o th e rs w ho can 't find a 
do c to r is in to le ra b le . M urkow sk i said a t a C omm onw ea lth North 
hea lth ca re d iscuss ion held la te r th a t a fte rn o o n . "Th is is no t a new 
p rob lem , b u t I th in k  peop le be lieve th a t it 's n o t go ing to happen to 
me. I th in k  peop le shou ld rea lize th a t tu rn in g  65 is one o f those 
th in g s th a t happens a fte r 64. We m us t he lp c u rre n t phys ic ians stay 
in the p rac tice o f m ed ic ine and increase o u r hea lth ca re w o rk fo rce ."

Rita H a tch , a v o lu n te e r w ith th e O lde r Persons Ac tion G roup, a sen io r 
advocacy o rg a n iz a tio n , said she does an ongo ing su rve y o f 
Ancho rage do c to rs w ho accep t new Med icare pa tie n ts . There are 
cu rre n tly a b ou t 20 docto rs on he r lis t.

The Ancho rage Ne ighborhood C en te r is the on ly fa c ility ta k ing new 
pa tie n ts , and it is be ing ove rw he lm ed .

Docto rs sa id th e y are re im bu rsed on ly 40 pe rce n t o f th e ir actua l 
costs fo r se rv ices p rov id ed to M ed icare pa tie n ts . T h a t doesn 't cover 
th e ir ove rhead costs .

" I t  seem s like we are th e bad g u y s ," said D r. Ross Tanne r,
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p re s id e n t-e le c t fo r th e A laska S ta te Medical A ssoc ia tion . "B u t fo r me 
to rem a in fin a n c ia lly so lub le , I have to be pa id fo r w h a t I do ."

He added th a t a p lum be r o r eng inee r w ou ld n o t be asked to take a 
reduc tio n in th e ir fees, bu t th a t 's  e xac tly w ha t th e fede ra l 
g o ve rnm e n t dem ands when doc to rs tre a t M ed icare pa tie n ts .

" I t 's  n o t a greed th in g ," he sa id . " I d o n 't have a bunch o f m oney th a t 
I go hom e and ro ll a round in eve ry day. I am th e cheapes t th in g th a t 
Med icare cou ld spend th e ir m oney on. I am cheape r th a n the 
em e rgency room  o r any spe c ia lis t."

E ve ryone ag reed th a t e ffo rts in re c ru itm e n t and educa tion need to 
be stepped up, b u t tho se are cos tly p rog ram s .

The annua l cos t o f re c ru it in g docto rs to A laska is m o re than $24 
m illio n , said Karleen Jackson , com m iss io ne r o f th e s ta te D epa rtm en t 
o f Hea lth and Socia l Serv ices. The ave rage cos t to h ire a physic ian 
surpassed $74 ,000 .

Medica l school can cos t from  $125 ,0 0 0 in a pub lic schoo l to 
$2 00 ,0 0 0 in a p r iv a te co llege . T ha t's a huge deb t load fo r a young 
pe rson , Tanne r said.

A laskans have th e low es t accep tance ra te o f app lican ts en te ring in to 
m ed ica l schoo l. And tho se en te rin g in to schoo l now w o n 't be ready 
to open th e ir ow n p rac tice s fo r a t leas t seven years .

A laska needs 59 new doc to rs each ye a r to app roach na tio na l leve ls 
o f d o c to r to popu la tio n ra tio s . Bu t A laska has no m ed ica l schoo l, is 
lim ite d on th e num be r res idency s tude n ts it can tra in  and is lim ited 
on th e num be r o f s tude n ts it can en ro ll in to a W ash ing ton sta te 
m ed ica l schoo l p rog ram .

T h a t m eans th a t a num be r o f A laskans w ho w an t to become a do c to r 
w ill have to tra in  Outs ide . S ta tis tic s show th a t doc to rs prac tice w ith in 
100 m ile s o f w he re th e y tra in e d .

So how to m ake it be tte r?

D oc to rs o ffe red severa l sugges tions :

• Enact fede ra l le g is la tio n to f ix  th e Medicare pa ym en t sys tem  to 
re fle c t th e h igh e r A laska co s ts .

• Enact leg is la tion to p rov id e ta x c red its fo r young docto rs to 
prac tice in " fro n t ie r " s ta te s , like A laska .

•  Enact leg is la tio n to re vam p th e fu n d in g fo r res idenc ies .
• Deve lop p rog ram s to he lp m ed ica l s tude n ts w ith  th e deb t 
ga rne red to a tte nd m ed ica l schoo l.

A laska is a lre ady invo lved in p rog ram s th a t have he lped tra in 
A laskans to be doc to rs o r to  b rin g doc to rs to A laska , inc lud ing th e 
U n ive rs ity o f W ash ing ton Medica l School P a rtne rsh ip , known as 
WWAM I, fo r th e N o rthw es t s ta te s th a t are in vo lved in th e 
pa rtn e rsh ip . Lawm ake rs a re w o rk in g to expand th e num be r o f s lo ts 
a llow ed fo r A laskans to e n te r in to th e p rog ram .
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On th e fede ra l le ve l, Murkowski and Sen. Ted S te vens con tin u e to 
w o rk fo r h ig h e r M ed icare and M ed ica id re im b u rsem en ts fo r A laska 
p rov id e rs . E a rlie r th is yea r, A la ska ’s sena to rs in tro duced the Rural 
Physician Relie f Act, a b ill th a t p ro v id e s ta x in cen tive s fo r doc to rs to 
prac tice in ru ra l areas.

Soon, M urkow sk i w ill in tro duce th e Physic ian S ho rta ge Eliminate 
A ct, w h ich w ill doub le th e fu n d in g fo r th e Na tiona l Hea lth Serv ice 
Corp ., a p rog ram  ded ica ted to  m ee tin g th e needs o f th e 
unde rse rved . Some 80 pe rcen t o f th e app lican ts to th e prog ram  are 
tu rn ed away each yea r.

The b ill w ill a llow ru ra l and unde rse rved res idency p rog ram s to 
expand by rem ov in g ba rr ie rs th a t p re ve n t p ro g ram s from  deve lop ing 
ru ra l tra in in g ro ta tio n s , and w ill c re a te p rog ram s th a t ta rg e t 
d isadvan taged you th in ru ra l areas by c rea tin g a p ipe line in to hea lth 
care ca ree rs . The b ill a lso o ffe rs g ra n ts to  com m un ity hea lth cen te rs 
to  expand res idency p rog ram s .

Melissa Cam pbe ll can be reached a t 
m e lissa .cam pbe ll@ a laska1ou rna l.com .

© 2 0 0 6  The A laska Journa l o f C omm erce and M orris C om m un ica tio n s Corp .
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•v : h lit 11 ' Medicare physician payment rc-fotm

M e d i c a r e ’s  p h y s i c i a n  p a y m e n t  u p d a t e  f o r m u l a : 

T h e  f a c t s

The Congressional Budget Office recently forecast 
that Medicare physician payment rates would be 
reduceJ by 10 percent in 2008 under current law. 
The 2006 Medicare Trustees report predicts cumula­
tive reductions in Medicare physician payment rates 
ofnearly 40 percent by the year 2015. These succes­
sive annual reductions are due to a statutory formula 
governing annual Medicare payment updates 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

• 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 
for the Administration to remove drug spending 
from its SGR calculations.

Continued on next page...
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Sv: vr'-s ■<_ show,i that SGR-driven pay cuts would
hurt st. iurs’ 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.

• The Military Officers Association of America states 
SGR pay cuts would significantly damage military 
beneficiaries’ access to care under TRICARE, as 
TRICARE payments 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, despite 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 arti >v Kenneth 
Thorpe and David Howard found that “rv]irtually 
all of the growth in spending from i 987 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.

Support legislation in 2007 to stop Medicare physician payment 
cuts triggered by the SGR and replace it with a formula that 
provides annual updates that reflect increases in physician 
practice costs.



IMPACTS OF MEDICARE PHYSICIAN PAY 
CUTS IN ALASKA

• Alaska will lose $8 million in health care funds due to the projected 10% negative 
update in 2008, and the state will lose $240 million by 2015 due to 8 years of SGR 
cuts.

• 6,969 employees, 47,519 Medicare patients and 78,803 TRICARE patients in Alaska 
will be affected by these cuts.

• Compared to the rest of the country, Alaska, at 232 practicing physicians per 100,000 
population, has a below-average ratio of practicing physicians to population, even 
before the cuts take effect.

• 43% of Alaska’s practicing physicians are over 50, an age at which surveys have 
shown many physicians consider reducing their patient care activities.
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F u t u r e  b l e a k  f o r  s e n i o r s ,  b a b y  b o o m e r s .  M e d i c a r e  

t o  c u t  p a y m e n t s  a s  b o o m e r s  e n t e r  t h e  p r o g r a m

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 to 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.
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Support legislation in 2007 to stop Medicare physician payment 
cuts triggered by the SGR and replace it with a formula that 
provides annual updates that reflect increases in physician 
practice costs.
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A m e r ic a n  M e d ic a l  A s s o c ia t io n  I M e d ic a re  p h y s ic ia n  p a y m e n t  re fo rm

I

P h y s i c i a n s  v s  o t h e r  p r o v i d e r s : 

2 0 0 4 - 2 0 0 7  M e d i c a r e  p a y m e n t  u p d a t e s

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.
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Support legislation in 2007 to stop Medicare physician payment 
cuts triggered by the SGR and replace it with a formula that 
provides annual updates that reflect increases in physician 
practice costs.
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D E P T . O F H EA LTH f t  S O C IA L SER V IC ES

Alaska Commission on Aging

S A R A H  P A U N ,  G O V E R N O R

P.O. BOX 110693
JUNEAU, ALASKA 99811-0693 
PHONE: (907) 465-3260
FAX: (907) 466-1398

January 22, 2007

The Honorable Lisa Murkowski 
United States Senate 
709 Senate Hart Building 
Washington, D.C. 20510

Re: Support of HR 6111

Dear Senator Murkowski:

On behalf of the Alaska Commission on Aging and more than 43,000 Alaskans age 65 and older, 
thank you for your support of the Medicare provisions In Division B, Title 1, Section 101 of the Tax 
Relief and Health Care Act o f2006, HR 6111 that sustained the 2006 physician reimbursement rates 
for 2007 and benefited doctors who treat Medicare patients.

We also appreciate your efforts to implement a higher reimbursement provision for Alaska physicians 
serving Medicare patients which Congress unfortunately failed to pass this past session. This 
provision, which was ‘n place for two years (2004 and 2005) but not renewed in January 2006 and 
2007, is an effective strategy to motivate doctors to serve new and existing Medicare patients and 
increases access to health care services for alt older Alaskans. We urge you to continue your efforts 
to support a renewal of this provision during this Congressional session.

Over the past year, the Alaska Commission on Aging has received an Increase in the number of 
alarming reports from older Alaskans enrolled In Medicare who are being denied medical services by 
their physicians because the Medicare reimbursement rare for these services is less tharfwhat doctors 
would receive from private payment or other Insurance carriers. Some older Alaskans are having 
difficulty locating any provider In their area who will take new Medicare patients.

During our initial Investigation of this problem, we have learned that physician refusal of Medicare 
patients Is a situation unique to Alaska because the physician's cost of providing patient services in 
Alaska exceeds their Medicare reimbursement rate. The demographic situation In Alaska may be a 
contributing factor in that older adults comprise a smaller percentage of the state's total population as 
compared to other states, and therefore a smaller share of a physician's client caseload, thus 
providing less financial incentive fbr doctors to treat Medicare patients, especially when they receive a 
lower reimbursement rate.



Senator Murkowski 
Page Two

We hope you will continue your efforts to promote access to medical care for older Alaskans by 
supporting legislation this session that increases the reimbursement rate to Alaska physicians and 
other providers serving seniors enroileo in medicare. Older Alaskans also need your support for 
legislation that provides incentives to physicians treating Medicare beneficiaries who reside in rural, 
remote, and urban health professional shortage areas of Alaska.

Please feel free to call on the Alaska Commission on Aging should your legislative efforts require 
research and analysis of this issue or others that affect the quality of life of older Alaskans.

Thank you for your continued efforts to renew legislation that allows for a special Medicare 
reimbursement provision for physicians providing medical service to older Alaskans.

Denise Danleilo 
ACoA Executive Director
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Fiscal Note Number: 

Bill Version.

() Publish Date:
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Sponsor
Requester

Senator Davis

Dept. Affected:
; r d u  __
Component

(S) Health, Education & Social Services Committee Component No.

Expenditures/Revenues
Note. Amounts do not include inflation unless otherwise noted below

(Thousands o f Dollars)

OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES I

ICHANGE IN REVENUES ( ) I

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2007) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: I ~1
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
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Agency _____________________________________________________________________________

D a te  312612007

IRcvimO 9M&2006 OMB) Page 1 of 1


