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PROCEEDTINGS [9:45 a.m.]

MR. HACKBARTH: Okay. Good morning. Before we

begin our first session, let me just make some general

comments. Actually, let me first acknowledge the change in

the schedule that was initially published. We moved the

physician geographic practice adjustment issue to first on

the agenda. For any of you who have been inconvenienced by

that, send your e-mails to me, not to Mark. I am totally

responsible, and so I apologize for any inconvenience.

DR. MARK MILLER: See me for the e-mail. I'11

give [off microphone].

[Laughter.]

MR. HACKBARTH: Actually, he told me that he has a

slide prepared with my e-mail address on it.

Now, to the substance of the meeting, an important

part of the meeting is to continue our work on three reports

that the Congress has asked for: one on physician

geographic adjustment, the work portion of the rate; second,

on Medicare payment for ambulance services; and the third is

on the outpatient therapy benefit.

Congress has asked us to provide recommendations

on those issues before year end. In order to do that, we
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will be reviewing today draft recommendations that I have

prepared and am offering to the Commission for discussion.

We will discuss those draft recommendations, and based on

the discussion at today's meeting, I will make whatever

changes are necessary, and we will have votes on those

issues at the November meeting.

Now, the actual detailed report on those issues,

you know, with all of the text that usually accompanies

MedPAC recommendations, will be published in the June MedPAC

report. So we'll have a disconnect in time between when our

formal recommendations are made in November and the actual

publication of the material.

Another issue that is on our agenda for this

meeting that also has time connected to it is the SNP issue

under Medicare Advantage where that reauthorization —-- that

authorization expires at year end, and so Congress has asked

for whatever thoughts we have on that issue as well.

Then, finally, we'll be returning to some other

issues, including an important issue about addressing

differences in Medicare payment levels for the same service

based on the location of that service. That is an issue

that we have taken up before and we will be revisiting. So
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we have lots of important work ahead of us the next couple

days.

The first issue that we're going to address is the

geographic adjustment in the work portion of the physician

payment, physician and other health professionals payment

rate. Before we get into the presentation on that, let me

just say a word about our approach to these three mandated

reports in general —-- the physician GPCI, the ambulance, and

outpatient therapy.

In formulating draft recommendations, what I've

tried to do is apply a consistent framework for approaching

those issues, and that framework is that if the Commission

is going to recommend an increase in Medicare expenditures

above the current law baseline, I think we ought to do that

based on evidence that we think that that expenditure would

improve access for Medicare beneficiaries or improve the

quality of care for Medicare beneficiaries or facilitate

movement towards new payment systems that we think are

important for the Medicare program.

I proposed that framework actually drawing on

comments that Peter Butler and Scott Armstrong made at the

September meeting, and I think the approach that they
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suggested made a lot of sense. And so that way of framing
these issues informs all of my draft recommendations on the
three mandated reports.

So, with that preface, let's turn to the issue of
the physician fee schedule and the work portion of the rate.
Kevin?

DR. HAYES: Thank you.

The mandate that Glenn spoke of was in the Middle
Class Tax Relief and Job Creation Act of 2012. It directs
the Commission to consider whether certain payments under
the physician fee schedule, payments for the work effort of
physicians and other health professionals, whether those
payments should be adjusted geographically.

In fulfilling the mandate, the Commission is to
assess whether any adjustment is appropriate to distinguish
the difference in work effort by geographic area, and if so,
what the level of the adjustment should be and where it
should be applied.

The Commission must also assess the impact of the
current adjustment, including its impacts on access to care.

The Commission's report on these matters is due

June 15, 2013. However, a temporary floor on the current
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adjustment expires on December 31st of this year, and so

with that date in mind, we will have the draft

recommendation that Glenn mentioned.

To fulfill the mandate, we are assessing policy

options by considering issues of cost, access, quality, and

payment reform. Glenn went through and listed the different

items, specific questions that we're trying to address in

this area, so I won't repeat them, but they are listed here

on this slide for your information.

For today's presentation, we will first briefly

recap points made at the September meeting about the fee

schedule's geographic payment adjustment for work effort.

That is known as the geographic practice cost index for

work.

We will review the GPCI's purpose conceptually

and, from a more practical standpoint, how it has been

implemented.

Then, new for this meeting, we will present an

empirical analysis of the GPCI conducted by our contractor,

RTI International.

The second topic we will be addressing is the

GPCI's impact on access to care.
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Third, to follow up on questions at the September

meeting, we will provide specifics on the GPCI's impact on

spending.

And, fourth, we have a Chairman's draft

recommendation for your consideration.

The theory relevant to the GPCI says that the

wages paid to workers for a unit of work should be

equivalent in terms of the goods and services they can

purchase with those wages regardless of the geographic area

where they work.

Factors that vary geographically and believed to

influence wage differentials include cost of living and

amenities. Data on wages paid, therefore, would include the

effects of both factors.

Data specific to the earnings of physicians and

other health professionals can be influenced by three

additional factors: market factors, volume of services, and

the return on investment received by practice owners.

When thinking about a payment adjustment such as

the work GPCI, there's also the issue of circularity. If

the data on the earnings of physicians and other health

professionals were used to construct the work GPCI, there



10

11

12

13

14

15

16

17

18

19

20

21

22

would be a circular relationship between the work GPCI and

the data used to construct it.

The work GPCI is constructed with data on the

earnings of professionals in selected occupations.

Specifically, CMS develops the GPCI with Bureau of Labor

Statistics data on the earnings of professionals in seven

reference occupational categories, such as architecture and

engineering; computer, mathematical, 1life, and physical

science.

As you discussed at the September meeting, this

method of implementing the GPCI raises two issues.

One, the data available on geographic variation in

physician earnings are quite limited. As a result, it is

difficult to assess the validity of the GPCI.

Two, some say that the labor market for physicians

and other health professionals is different from the labor

market for professionals in the reference occupations.

Health professionals may value amenities differently

compared to other professionals.

As an example of the limitations of data available

on the earnings of physicians and other health

professionals, consider data from the Bureau of Labor
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Statistics.

BLS collects data on the earnings of workers in
most, if not all, occupations. However, in work for this
report, we found that the data on physician earnings are:
first, sparse at the level of individual specialties in
smaller urban areas; second, limited by having censored
responses at upper—-income levels —- those greater than
$187,200 per year; third, the data include wages only and
omit benefits; and, fourth, they include earnings of
residents and fellows.

Nonetheless, we did conduct an analysis of the BLS
data. Such an analysis was proposed by the Institute of
Medicine's committee on geographic adjustment of Medicare
payments.

The proposal was that, if cost of living and
amenities are as important to physicians and other health
professionals as they are to those in the work GPCI's
reference occupations, geographic data should in theory show
that the earnings of health professionals are highly
correlated with the earnings of workers in the reference
occupations.

The first analysis compared physician earnings in
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one type of low-cost area —-- rural areas —- and metropolitan

areas.

Previous research shows that the earnings of

physicians in rural areas, when adjusted for cost of living,

exceeded the earnings of physicians in urban areas by a

statistically significant 13 percent.

BLS data were analyzed for two physician

specialties —- family medicine and internal medicine —--

judged to have sufficient data to permit reliable estimates

for metropolitan and rural areas. For each specialty, an

index was computed as an area's average wage divided by the

national average wage.

The findings were consistent with the previous

research. The average wage index for family medicine

physicians was 1.03 in rural areas but 0.99 in metropolitan

areas.

For internal medicine physicians, we see a similar

result: an average wage index of 1.06 in rural areas but

0.99 in metropolitan areas.

By contrast, a wage index constructed with data on

the wages of professionals in the work GPCI's reference

occupations shows lower wages in rural areas, with an
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average index value for rural areas of 0.75 compared to 1.03

for metropolitan areas.

A conclusion that can be drawn from these results

is that earnings differentials for the reference occupations

are consistent with economic theory, but the differentials

for physicians are not.

Here again, however, the data on physician

earnings as currently collected can be influenced by the

factors discussed earlier: return on investment, service

volume, and market power. Clearly, better data on physician

earnings are needed.

The second analysis with BLS data was an analysis

of the correlation of the work GPCI with physician earnings.

The results were not surprising given what I just said about

differentials in physician earnings, rural areas compared to

metropolitan areas.

The wages of professionals in the work GPCI's

reference occupations are correlated with the wages of

physicians in internal medicine, but the correlation is

negative. The correlation coefficient for this relationship

is minus 0.202, and it is statistically significant.

The data have limitations: censoring, earnings of
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residents are included, and so on, as I mentioned earlier.

But to the extent we can measure physician earnings with

these data, the earnings of professionals in the work GPCI's

reference occupations do not track the earnings of internal

medicine physicians.

Given the concerns about the work GPCI, we thought

you might wish to consider alternatives. At the September

meeting, you asked about a measure of the cost of living.

To compare the work GPCI to the cost of living, we used a

cost-of-1iving index named after the American Chamber of

Commerce Research Association.

With this index as a measure of the cost of

living, we analyzed the correlation between that index and a

second index constructed with the BLS data used for the work

GPCI. The analysis shows that the correlation between the

two indexes depends on the level of earnings.

In areas where professional earnings are below

average, there is very little correlation between those

earnings and the cost-of-living index. The correlation

coefficient for that relationship is 0.09.

By contrast, the correlation of professional

earnings with the cost-of-living index is much higher in
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areas with above-average professional earnings. For those
areas, the correlation coefficient is 0.65.

A conclusion we can draw from this analysis is
that professional earnings behave somewhat differently from
the cost-of-living index. We are not sure how to interpret
this result, but did want to conduct such an analysis given
the discussion at the September meeting.

Kate will now discuss another alternative to the
work GPCI.

MS. BLONIARZ: So one question you asked at the
September meeting was how the GPCI stacks up to the hospital
wage index, and to do this analysis, we used MedPAC's
construction of the hospital wage index because, unlike the
CMS version, the MedPAC index does not have any exceptions,
special rules, or reclassifications. The MedPAC index also
smoothes the values across counties so there are not sharp
differences in regions abutting each other, and uses a
broader basket of wages across hospital and nonhospital
employers.

The correlation between the work GPCI and MedPAC's
hospital wage index is quite strong —- nearly 0.8. So the

work GPCI is highly correlated with another measure of
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geographic variation used to adjust payments to hospitals

and other sectors in Medicare.

On Slide 8, Kevin showed you mean physician

earnings, showing that, on average, rural was higher than

urban. But that's not the whole story.

In general, earnings vary geographically across

all types of sectors. And as you saw on the previous slide,

the hospital wage index, which measures the earnings of the

types of employees hired by hospitals, shows significant

variation. Similarly, we do see geographic variation in

physician earnings across the country.

This table shows the means and interquartile

ranges of physician earnings for two specialties. For

example, the interquartile range for family and general

practice in metropolitan areas is from 0.9 —- or 10 percent
below the median —— to 1.11 -- or 11 percent above the
median. This is the first line on the slide.

The second line shows the corresponding ranges for

rural areas, and you can see that the variation is slightly

less —— from 0.94 to 1.10. These data, limited as they are

by the methodological concerns affecting all physician data,

do show geographic variation. And so this provides one
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rationale for adjusting wages geographically.

I'm now going to change topics and talk about the

GPCI's impact on access to care.

As discussed in the Commission's June 2012 report

on serving rural Medicare beneficiaries, the Commission's

principle for access to care is that beneficiaries living in

different geographic areas should have equitable access to

services. And we've applied a similar framework here. The

bottom line is that while we see differences in the supply

of physicians and other health professionals across low- and

high-GPCI areas, we don't see differences in service use.

There are differences in the number of

professionals per beneficiary. It is lower in low-GPCI

areas and higher in high-GPCI areas. The one-year growth

rate in the number of professionals billing Medicare was

generally the same.

But, despite these differences in supply, there is

no difference in service use or volume of care in areas

where the work GPCI is less than 1 and areas where the work

GPCI is above 1.

So this slide shows the service use figures. Both

the ranges and the means for the number of office or
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outpatient visits are similar across areas with work GPCIs
below and above 1.

The mean is 10.2 visits per beneficiary in areas
with GPCIs below 1 and 10.0 visits per beneficiary in areas
with GPCIs above 1.

The distribution of service use was also similar,
with similar minimum and maximum values for the rate of
office or outpatient visits per beneficiary. So, despite
the differences in supply, beneficiaries are receiving
similar levels of care.

This matches our finding in the rural report,
where, across different types of rural areas and urban
areas, we found no overall difference in service use.

We have also not seen differences in service use
across rural and urban areas over time. In the rural report
that the Commission produced in 2001 using data from 1999,
the Commission did not find a difference in overall service
use across rural and urban areas. And this was prior to the
enactment of the floor on the work GPCI. So because we see
similar findings in rural and urban areas with respect to
resource use, both before and after the floor, it does not

seem that the work GPCI floor has had an impact on access to
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care.

Finally, even if there are observed differences in
access across regions, the Medicare program has other ways
to improve access that may be more targeted. For example,
Medicare pays a bonus for primary care services as well as a
bonus for services provided in the Health Professionals
Shortage Area, or HPSA, and there are other programs, such
as those run by HRSA, to support health professionals in
underserved areas. It may be that those options are a more
effective way of improving access to services provided by
physicians and other health professionals.

So you might be surprised that we do not see an
effect of the work GPCI on access to care. To help explain
that finding, this is the chart that Kevin showed you last
month that shows the impact on spending of the work GPCI
with its upwards and downwards adjustments. Overall, the
average change in payments due to the GPCI is around 1.2 to
1.4 percent. The maximum change is plus four and the
minimum change is around minus three percent. That is
excluding Puerto Rico. So the relatively small size of the
adjustment may be the reason that we don't see any real

differences in access across low and high GPCI areas.
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Another way to present the spending impacts is to

show how it affects spending for different types of

services. We picked three different fee schedule services,

a Level 3 E&M visit, transthoracic echocardiography, a type

of imaging, and knee arthroplasty, a knee replacement

surgery.

The top line on the slide shows how much the work

component contributes to the payment amounts. This will

determine how much the work GPCI affects the overall payment

for the service. And you can see that imaging is relatively

lower and surgery 1s relatively higher.

Then the bottom line on the slide shows how much

the spending varies between the 90th and the tenth

percentile of localities. The service with the highest

share of the payment attributable to work, knee replacement,

has 51 percent of its payment attributable to work. You can

see that on the top right. And for that service, the work

GPCI has the highest impact on payments, a 4.4 percentage

point difference between the 90th and the tenth percentile.

That is the bottom right cell.

So after going through that, I will turn it back

to Kevin.



10

11

12

13

14

15

16

17

18

19

20

21

22

20

DR. HAYES: So to summarize our presentation to

this point, there is evidence of the need for geographic

adjustment of fee schedule payments for professional work.

Cost of living varies. Earnings vary for the professionals

in the work GPCI's reference occupations. And to the extent

we can measure them, physician earnings vary.

However, the current adjustment, the work GPCI, is

flawed in concept and implementation. Conceptually, the

GPCI is based on the earnings of professionals in the

reference occupations, but it is unclear whether those

professionals value amenities in the same manner as

physicians and other health professionals. And

implementation of the work GPCI is flawed because there

appear to be no sources of data on the earnings of

physicians and other health professionals of sufficient

quality to validate the GPCI.

Another summary point: There is no evidence that

the GPCI affects access. Access may be better addressed

through other targeted policies, such as the HPSA bonus and

the primary care bonus.

But there is no evidence to support a change in

current law. Current law is the one—-quarter GPCI applied to
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all localities. Departures from current law would increase
Medicare spending.

Looking ahead, to geographically adjust payments
for the work of physicians and other health professionals,
it is necessary to collect data. If the decision is to
continue with the current approach, it would take a large-
scale survey of professional earnings. The survey would
need to meet minimum requirements for sample size and
representation of professionals as they practice by
specialty and geography. As we have seen in our work with
the limited earnings data that are available now, the data
to be collected should be data on the earnings of employed
professionals, should exclude residence, should permit an
adjustment for market power, and should account for the
volume of services furnished. Clearly, CMS would need
resources to do this.

In addition to these data issues, the Congress may
wish to explore alternatives to the work GPCI. Alternatives
you have discussed include a cost-of-living index and the
hospital wage index. A third alternative might be a new
reference occupation index, but one that can be validated

with the data that would be collected on health professional
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earnings.

This brings us to a Chairman's draft

recommendation, which reads as follows. Medicare payments

for work under the fee schedule for physicians and other

health professionals should be geographically adjusted. The

adjustment should reflect geographic differences in the

market fees paid to physicians and other health

professionals. Because of uncertainty in the data, the

Congress should adjust payments for the work of physicians

and other health professionals by the current one—-quarter

GPCI while the Secretary develops an adjustor to replace it.

Impacts of the Chairman's draft recommendation are

as follows. First, there would be no impact on spending.

Second, there would be no impact on access to

care, with the understanding that the access is better

addressed through other policies, such as the HPSA bonus and

the primary care bonus.

Third, we are unable to determine whether the work

GPCI has an effect on the quality of care.

And fourth, changing the work GPCI does not

advance payment reform or move the Medicare program away

from fee-for-service and toward a more integrated delivery
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system.

That concludes our presentation. We look forward
to your questions.

MR. HACKBARTH: Okay. Thank you, Kevin and Kate.
Really well done.

If T may, I'm going to kick off the clarifying
round, and I think I may.

[Laughter.]

MR. HACKBARTH: So ordered by the Chair.

[Laughter.]

MR. HACKBARTH: So, Kevin, in your presentation,
you made a brief reference to the IOM report on geographic
adjustment. I went back and I looked at that and I am going
to try to briefly summarize what I read. Please feel free
to correct me if I don't have it right.

My take on what they said was that, first, they
addressed the conceptual issue of whether the work portion
of the rate should be geographically adjusted. The report I
read said that there was actually a range of opinion on the
committee on that conceptual issue. Some thought yes. Some
thought no. Some, I guess, were in the middle on that. The

nature of this report was that there was not a vote and
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people said, you know, "I am in favor of geographic

adjustment of work," or were not. So they just

characterized the discussion.

Then, in addition to that, they went into

considerable detail about the challenges of trying to

measure what the geographic adjustment should be, assuming

that there is a geographic adjustment. The inference that I

drew from the presentation was that, on balance, despite the

diversity of opinion, the IOM is saying there should be

geographic adjustment conceptually. We need to do more work

to improve the accuracy of the adjustment.

So that was my summary. Is that accurate?

DR. HAYES: That is a fair summary. It sure is.

MR. HACKBARTH: Okay. And in case people are

wondering about where the IOM landed on this, that is what

they have said to this point.

Then the second clarifying point that I want to

make actually pertains to the draft recommendation. And

you'll see here in the second sentence, they say the

adjustment should reflect geographic differences in market

fees, and I just wanted to elaborate a bit on my thinking on

that.
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At the September meeting, we talked about

physician compensation as being sort of a benchmark on how

well we were adjusting, and as we talked, Mark, Mike, and I

talked more about this, it occurred to me that, actually,

that might not be the proper reference point in that what

we're talking about is adjusting fees per unit of service,

whereas compensation is a function both of fees per unit of

service and the volume of service. And so if our goal is a

per unit of service adjustment, then what we would want to

use as a reference point is a variation in fees per unit of

service.

My thinking is that that also has a nice side

benefit. For reasons that we've discussed, measuring

differences in compensation, the data for that are

challenging, problematic. There are holes in the data. It

may be that, in fact, information, reliable information

about variation in fees paid by other payers outside of

Medicare is much more readily available information from

private payers. And so making the necessary calculations

may be facilitated by using fees as opposed to compensation

as the wvariable.

Of course, implicit in this approach is that we're
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talking about abandoning the reference profession approach

that is in the current work GPCI, and based on our

conversation at the last meeting, it seemed like there was

widespread discomfort among Commissioners with the reference

profession approach because of differences in the dynamics

of different service markets, physicians versus architects,

for example.

So my approach, my proposal is that we say —-- get

away from reference professions. We need an index that more

directly is relevant to physicians, and the best measure is

fees, variation in fees, as opposed to compensation, which

is a price times quantity calculation.

So those are my clarifying comments, and with

that, Craig, do you want to go next on round one clarifying

questions.

DR. SAMITT: Sure, just one, and it actually

pertains to the information about access to services. There

was detail in the briefing about comparing access to

services prior to the floor and with the floor, with the

recognition that there wasn't change of access in some of

the more rural areas or those below one.

I guess my question that I didn't see is, is there
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any information about what the impact on access would be if

those above one came down to one? So is there any history

there to suggest that, historically, prior to a GPCI or what

have you, there were access-related concerns in those

markets above one, because I think we need to look at it

from an access perspective from both directions.

DR. HAYES: The short answer is that you'd have to

go back a ways to try to identify any effect of that nature.

When we think about the history of the GPCI, it's been in

effect since the inception of the fee schedule in 1992, and

so about the only thing I can think of that would come

anywhere near to try to address your question would be if we

think back on the assessments of access to care that were

done, you know, before and after -- to compare access before

and after the fee schedule itself was implemented, and

that's ——- and I can talk about that because I did a fair

amount of that work years ago, if that would help. But is

that —-- do you think —-- was that relevant at all to this, or

does that go too far back?

MR. HACKBARTH: So we're talking about 20 years,

basically —-

DR. HAYES: Yes. Yes.
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DR. SAMITT: No, I don't think 20 years would be

very helpful. 1It's just it's hard to get my head around how

we're assessing the impact on access either way. We talked

about the notion even of discontinuing the GPCI, and it's

hard to interpret what that would mean below the line and

above the line. I'm trying to get more information on that.

MR. HACKBARTH: And conceptually, I think your

point is a valid one. It's just by happenstance that we

have sort of this natural experiment with before and after

the floor. We have some data, relatively recent data, on

access before the floor and after the floor, but we have no

comparable information on the high and the greater than one

areas.

The other thing I would say on access 1is that,

setting aside the work GPCI for a second, when we've looked

at the broader issue of access to physicians for Medicare

beneficiaries, work that we've done and work that others

have done suggests that there's not a very tight link

between reported access by Medicare beneficiaries and

differences in Medicare fee levels, or differences in

Medicare payments relative to private fees in the same

market.
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I remember, for example, the Center for Health
Systems Change, maybe four or five years ago now, looked at
that latter issue, where Medicare fees are low relative to
private fees. You might think, oh, those are areas where we
would have worse reported access for Medicare beneficiaries
than areas where the gap between Medicare fees and private
fees are lower. 1In their analysis, the Center for Health
Systems Change found no relationship between the gap and
reported access.

Some other work that we've done on the access
issue suggests to us that where there are access problems,
often, the issue has little to do with Medicare payment
levels. In particular, in fact, the access issues, where
they exist, are more related to more fundamental imbalances
in supply and demand for services that go beyond the
Medicare population.

So in areas where, for example, you've had rapid
population growth, in particular, an influx of retirees that
are heavy users of service, sometimes the physician supply
doesn't keep up and so there are access problems, not just
for Medicare beneficiaries, but for everybody in that market

because there's a fundamental imbalance between supply and
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demand. It's not a function of Medicare fees per se but

just the need for services and the supply of services.

And so Medicare fees in and of themselves, we've

not seen, in looking at them various ways, have a real

strong relationship with the presence or absence of supply,

or of access problems.

MS. BLONIARZ: I know this isn't quite a round one

question, but just following up on what you were saying, I

think the evidence on the imposition of the floor is pretty

good for looking at the effect on access and I have no

reason ex ante to think there would be an asymmetry,

although there always could be. The fact that we have an

estimate of the first order effect that's minimal suggests

to me that then the second order effect of the asymmetry

within that has got to be minimal on minimal differences.

But that's just a follow-up comment.

I really liked all the new data that you brought

to bear on this, coming at this intractable problem from

lots of different angles, given the paucity of data, which I

thought was really helpful.

And I had a follow-up question on Slide 8's data.

I thought it was great to have the distinction between fees
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and wages and between wages and earnings, and I wanted to be
sure that I understood this because I thought it was a very

telling graph. What's captured by wages? Is this per unit

of work, or is this a per hour, or is this an earnings --

DR. HAYES: 1TIt's an annual earnings number.

DR. BAICKER: So this is really —-—- I would call
this more earnings than wages, then, in some sense, because
that is then conflating price and volume together —-

DR. HAYES: That's —-

DR. BAICKER: —-- as opposed to the price that
we're trying to get in on.

Then a follow-up question to that is to what
extent is the GPCI already baked into the differences that
we're seeing between rural and urban here, in the sense that
the pattern is a little reversed from what we would expect

to have seen and what we do see in the reference professions

DR. HAYES: Mm-hmm.

DR. BAICKER: —-- but then we're compensating
people with this GPCI with the floor already built in.

DR. HAYES: Right.

DR. BAICKER: Now, the later data showed that it
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was a small percentage difference, but do you think that

that's actually showing up here —-

DR. HAYES: Yeah —--

DR. BAICKER: —— or 1s that too small for us to

worry about?

DR. HAYES: Yeah. I would say that it's too

small, in general, to worry about in the sense that —-- and

the data here, once again, are not as current as we'd like

for them to be, but physicians vary in the extent to which

their revenue stream is dependent on Medicare, and it

varies, say, by specialty. So the data we have now on this

go back ten years anyway, but specialties such as family

medicine, internal medicine, are more in the area of 20 to

25 percent of their revenue is coming from Medicare,

whereas, as you would expect, other specialties, such as

orthopedic surgery, ophthalmology and cataracts, are more in

the area of 50 percent.

So the answer is a little bit kind of fuzzy here,

but on average, we have to think that we're somewhere —-

given that family medicine and internal medicine account for

a big share of Medicare spending, we would —-- and given that

those happen to be specialties where we do have some kind of
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data to work with -- we had to figure that that's not such a

big factor on this slide. Not to say that it's so

unimportant that you would want to just say, oh, well, let's

have a GPCI based on earnings and not worry about the

circularity problem, because we do believe that,

particularly for some specialties, and if you were to do

this on a kind of ongoing basis, that you might get into a

situation where the GPCI is starting to drive earnings and

you wouldn't want to do that, necessarily.

MS. UCCELLO: Yes, I agree with Kate. Thank you

for that additional analysis. It's really helpful.

I was someone who was not as uncomfortable with

the reference occupation way of doing things, but I think

that one thing that could make me more uncomfortable is if

those occupations are not correlated with each other, which

adds credence to the idea of the way different professions

value the amenities or the amenities across areas aren't

consistent, which then makes it not as good to then apply

those to physicians. So was any analysis done on the intra

kind of reference profession correlation?

DR. HAYES: ©Not exactly. It was more an issue of

looking at how the reference occupations compared to other
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occupations, right. So there was some analysis of earnings

of the reference occupation professionals with all

occupations, or with just managerial occupations, that kind

of thing, and the correlations were pretty high, you know,

in the 0.65 or above kind of area. But I just -—— I'm sorry.

I don't have anything on the components of these reference

and how well they hang.

MR. HACKBARTH: So on this issue of amenities,

this is an elusive concept for me, a non-economist, non-

actuary, and I just want to make sure that I've got it

right. So take physicians as the example. When we talk

about amenities, we're not just talking about is it a

beautiful place to live, are there good schools, are there

cultural opportunities. We're also talking about

profession-specific amenities, for example, access to other

colleagues. Am I correct in that?

DR. HAYES: Yes, and I can run down the list.

It's access to colleagues. It's —--

MR. HACKBARTH: Facilities —-

DR. HAYES: Pardon me?

MR. HACKBARTH: Facilities --

DR. HAYES: Facilities, resources and facilities,
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call, that kind of thing.

MR. HACKBARTH: So in that sense, inherently,

there are going to be differences in the amenities that are

meaningful to physicians versus architects, and so an area

that could be reasonable attractive to architects on their

amenities might be unattractive to physicians because

they're interested in different amenities.

DR. BAICKER: 1In some ways, I wish we'd get away

from calling it amenities and call it --

MR. HACKBARTH: Yes.

DR. BAICKER: —— because I think that sounds

trivial, like —-

MR. HACKBARTH: It does.

DR. BAICKER: —-- oh, you know, the lighting is

better in this room.

MR. HACKBARTH: Right.

DR. BAICKER: I think of it more as the totality

of local area characteristics, and the local area

characteristics may be differently valuable for different

professions and that's why we're struggling with what the

right reference group is. But the idea is to sort of

equilibrate across areas. There are these big differences
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in this bundle of characteristics that are associated with
working in a particular locality versus another.

DR. HOADLEY: Yes. I really appreciate the access
analysis and the before and after look, and I was wondering
-— I actually couldn't remember. When did the floor go into
effect, and how much before and after are your data points
that you're looking at?

DR. HAYES: The floor was in the Medicare
Modernization Act of 2003 and actually implemented in 2004.
The before and after look was -- the before look was our
access report, our rural report in 2001, I believe, with
1999 data —-- correct me if I'm -- okay. And then the more
recent analysis was in our July 2012 report, and that was
based on data in 2008, I believe.

DR. HOADLEY: So the data were well before and
after —-

DR. HAYES: Yes.

DR. HOADLEY: —- the change. 1Is there any other
sort of less quantitative evidence on impact of the floor
that has sort of come up in discussions? In terms of access
issues.

DR. HAYES: Ye