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We first reported in 2009 that most of Anchorage’s primary-care
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patients is clear evidence of the problem (see page 2).
Here we discuss the causes and effects of the access problem and Figure 2. Medicare Policies, Anchorage Primary-Care Doctors*
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What Contributes to the Medicare Problem in Alaska?
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• Only 13 primary-care doctors in Anchorage accept new Medicare
patients, and only a handful of those are in traditional private
practices (Figure 2). Around 20,000 people 65 and older—about
40% of all older Alaskans—live in Anchorage.
• The number of Alaskans 65 and older increased 50% in the past
decade and is expected to nearly double by 2020—so the problem could get worse quickly, if nothing changes.
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• All other major insurers pay more. For every $1 private insurance
pays primary-care doctors for common office visits, Medicaid (for
low-income people) and TRICARE (for military personnel) pay about
81 cents and Medicare pays 63 cents. That puts Medicare patients in
Alaska at the back of the primary-care bus (Figure 3). In almost all
other states, Medicare currently pays better than Medicaid—putting
poor people instead of older people at the back of the bus.4
• Medicare patients are a small share of patients. The number of older
Alaskans is growing fast, but they still make up a small share of the
population. Only about 8% of Alaskans are Medicare enrollees, compared with 15% of Americans nationwide. Doctors have many other
potential patients with better-paying insurance.
• Medicare patients tend to be high-cost, because many have complex,
time-consuming medical problems. Nearly half the Alaska primarycare doctors who don’t accept new Medicare patients cite the “high
clinical burden” as a contributing reason for not seeing them (Figure 1).
We don’t currently have information on what it costs private
primary-care doctors to see Medicare patients, compared with what
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Medicare pays them. But we do have figures from the Anchorage
Neighborhood Health Center, which was established to provide primary care for the poor and uninsured—and it receives federal grants
to help pay for that care. But it is required to accept all patients, and is
treating more and more Medicare patients (see page 2).
The clinic reports that in 2009 the average cost of a Medicare visit
was $172—22% more than it collected from Medicare and patients
(Figure 4). It used federal grants to cover the shortfall—but those
grants are limited and are mainly for poor and uninsured patients.

Who is Covered by Medicare?

Figure 5. Medical Coverage for
Anchorage/Mat-Su Residents 65 and Older

Medicare is for Americans 65 and older and younger people with disabilities. Most older Americans qualify for Medicare because they paid
enough Medicare payroll taxes while they were working—and most
have to use it as their primary health insurance, once they retire.5
About 80% of Alaska’s 57,000 Medicare enrollees are 65 or older.
Almost all Medicare enrollees in Alaska are in the fee-for-service program—meaning Medicare pays doctors for individual services.6
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Where are Anchorage’s Older Residents Getting Care?
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Primary care is routine, comprehensive, preventive care. That’s especially important for older people, who often have multiple, chronic problems. In Alaska, Anchorage’s older residents face the biggest problem
getting primary care—so where are they getting care? We can’t fully
answer that question. But we know what types of health-care coverage
they have, and we know where some are going for care.
Types of Coverage
• About two-thirds of Anchorage’s older residents use Medicare. But those
who have other options are using them (Figure 5).
• About 12% use employer-based insurance. Those who still work, or have
spouses who work, can often delay using Medicare until they retire.
• Around 10% get care through the Veterans Administration. Qualified
military veterans can get care at VA clinics and hospitals.
• About 3% use Indian Health Service facilities. Alaska Natives and American Indians are entitled to care through IHS.
• Roughly 3% have no coverage.
Types of Providers
• Some of Anchorage’s older residents still have primary-care doctors. We
don’t have an estimate of how many, but it’s likely quite a few. Some pay
the doctors’ bills themselves; as long as they do that, doctors who have
opted out of Medicare can see them. Some still work and can use private
insurance. Others have family doctors who still accept Medicare payments.
• Nurse practitioners have broad authority to treat patients and prescribe
medicine, and those with their own practices may see about 10% of the
city’s older residents.7 Most accept new Medicare patients, but Medicare
pays them only 85% as much as primary-care doctors—so they typically limit the number they accept.8
• The Anchorage Neighborhood Health Center treats close to 10% of
Anchorage’s older residents. ANHC sees nearly three times as many older
Medicare patients now as in 2003, and it also treats hundreds of older
people who aren’t covered by Medicare (Figure 6).
• Anchorage’s VA Clinic treats about 9% of the city’s older residents. The
clinic has seen the number of patients over 65 nearly double since 2005.
It expanded primary care and other services in recent years, and has just
opened a new, larger facility. More veterans of all ages are using the
clinic, but the number of older vets has grown fastest. (Figure 6).
• Other Anchorage providers. A residency program for primary-care
doctors accepts some Medicare patients.9 Some urgent-care clinics also
accept Medicare, but we don’t know how many patients use the clinics
for primary rather than urgent care. At Providence Hospital’s emergency
room, the number of Medicare patient visits is up (Figure 7)—but so is
the total number of visits.10
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How Might Access Be Improved?
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Here we discuss some—certainly not all—of the options policymakers are considering to help older people get care. Keep in mind that
Medicare is governed by federal rules. Broadly speaking, current rules
prohibit doctors and other primary-care providers in private practice from
being paid more than Medicare allows, for any service Medicare covers.
1. Option: Increasing Capacity of ANHC
As one relatively quick way to help older Alaskans get primary care,
some policymakers have discussed helping the Anchorage Neighborhood
Health Center increase its capacity. As we’ve seen, ANHC is already treating many older patients.
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Most ANHC patients are low-income—nearly 60% have incomes
below the poverty line—and around 40% are uninsured. But Medicare
patients now make up 16% of ANHC’s patients—and 27% of all visits
(Figure 9). Older patients tend to have more medical problems and so
need more frequent care than other patients.
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But how could a clinic seeing only Medicare patients survive, and
potentially make money, when most of Anchorage’s primary-care doctors—and ANHC as well—report losing money on Medicare patients?
The answer, according to organizers, is that it would do business much
differently from the traditional family doctor’s office.
• Minimizing overhead costs. The clinic would be in rented space, with just
enough equipment to treat common outpatient illnesses.
• Minimizing costs Medicare doesn’t cover. Medicare pays only for medical
care—so, for instance, the clinic wouldn’t mail bills to patients; the medical staff wouldn’t answer patient questions over the phone.
• More patients, shorter visits. The clinic doctor would see patients for 5 to 10
minutes, for diagnosis and proposed treatment. Other professional medical
staff would do the patient work-up—taking histories, for example—for a
single doctor, so the doctor could see more patients in less time.
• One problem per visit. The clinic would deal with just the most urgent
problem in a single visit; patients with multiple medical problems would
have to make additional appointments.
• Accepting only patients able to help with their own care. That means, for
example, patients who can collect any necessary records or tests results
themselves, and make follow-up appointments with specialists.
What challenges might the proposed clinic face?
• Uncertainty of payments. Congress is currently deciding how to set future
Medicare payments for doctors (see endnote 2). A clinic that depends
solely on Medicare payments would be especially vulnerable to cuts.
• New model. It’s unknown how many patients will accept —or be able to
accept—the clinic’s way of providing care. Patients with limited mobility, for example, or complex medical conditions, may find it hard to make
multiple visits, or to be unable to talk with the medical staff on the phone.
On the other hand, most primary-care doctors in Anchorage won’t see
new Medicare patients—and people who can’t get any other provider
may welcome a clinic that accepts Medicare payments, offers basic care,
and provides referrals.
• Patient volume. Organizers say the clinic can succeed only if it sees many
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Two constraints ANHC faces in seeing more Medicare patients are
the capacity of the existing facility and the cost of treating patients.
• Capacity. ANHC is raising money for a new, larger facility but is now
limiting the number of new patients—Medicare and all others—at its
existing facility to two per primary-care provider per day.11
ANHC has $13 million of the $27 million it needs to build a new facility, including $10 million in state funds. The 2010 state capital budget
includes another $9 million, but as of mid-May, the governor had not yet
approved that grant.
• Cost. In 2009, ANHC’s reported average cost of seeing Medicare patients
was $172, while the average collection from Medicare (including patients’
co-pay) was $134—a gap of 22% (Figure 4). A big factor increasing costs
of treating Medicare patients is the time for work Medicare doesn’t pay
for—like phone calls, e-mails, coordinating with others, and taking extra
time for complex cases.12
How might the costs be covered?
• Federal funds. Although ANHC uses federal grants to help cover its Medicare costs, those grants are limited and are primarily to cover costs for
ANHC’s many uninsured and low-income patients. The new health-care
reform law will temporarily double federal funds for community health
centers nationwide over the next five years—but we don’t know how
much may come to centers in Alaska or specifically to ANHC.
A consideration for ANHC is how to balance treating Medicare patients
and uninsured patients, both of whom now have limited options for getting primary care elsewhere.
• State grants. State lawmakers have several times considered—but
haven’t approved—grants to community health centers as a way of
helping more older patients get care. Medicare does allow additional
state funding for health centers.
2. Option: A Medicare Clinic13
A group of Anchorage doctors has formed a non-profit corporation to
establish a clinic specifically for Medicare patients. A $1 million grant to
help pay start-up costs is in the state’s 2010 capital budget, but as of midMay the governor had not yet approved that grant. The group also hopes
to get $500,000 in federal money, and an additional $200,000 in private
money, to cover costs for the first two years. The organizers project that
after two years the clinic would be self-sustaining. It might be the first
such clinic in the U.S.; the organizers haven’t found any others like it.
Clinic organizers believe there will be sufficient demand, given the
scarcity of primary-care doctors who take Medicare patients and the
growing number of older Alaskans. It would likely start with one primarycare doctor, a nurse practitioner, and several nurses or medical assistants.

Physician Socioeconomic Statistics; Pathway Alliance
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3. Option: Patient-Centered Medical Home
The agency that administers Medicare, and some private insurers,
have been testing a model called the “patient-centered medical home”;
the health-care reform law also calls for demonstration projects.15 This is
a different approach than the proposed Medicare clinic; it is similar to the
traditional family doctor’s practice. Patients have regular primary-care
providers who—along with their staffs—are responsible for comprehensive care: routinely monitoring patients’ health, making appointments on short notice, consulting by phone and e-mail, teaching patients
to be more involved in their own care, and coordinating with specialists.

Payment is also different from the standard Medicare fee-for-service.
Providers are typically paid a monthly amount per patient, adjusted for
the complexity of a patient’s problems. Supporters say this system will
save money by improving patients’ health and making care more efficient. Others say it is too early to tell how the model will work.
But Anchorage has a similar model that’s been in place for a decade
—the Southcentral Foundation (which serves Alaska Natives) was a
pioneer in developing a patient-centered primary-care model; it reports
that system has improved the health and satisfaction of its patients
and reduced per capita costs.16 And just as this summary was being
published, Providence Alaska Medical Center announced it would open
(and help subsidize) a senior care center, structured as a medical home.17
4. Option: Incentives to Providers
Bonuses: The health-care reform law offers a temporary 10% bonus to
primary-care providers (doctors and others) nationwide who see Medicare patients.18 But that seems unlikely to persuade many of Anchorage’s
primary-care doctors to change their minds, given that a 28% increase in
Medicare payments for Alaska doctors in 2009 had little effect.19
State grants: Alaska legislators have considered but haven’t approved using state money to persuade private primary-care providers to see older
patients. Such a state program would have to comply with federal Medicare rules (which ban outright supplements to Medicare payments).
5. Option: Increasing the Supply of Providers
Some people believe recruiting more primary-care providers is the
long-term solution for the access problem older Alaskans face. Alaska
is in fact training more medical professionals locally. But it is a remote
and in some ways still frontier environment—which continues to make
it harder to recruit doctors and other providers. Also, many analysts see a
looming shortage of primary-care doctors nationwide.20
6. Option: All-Payer System
Another option being discussed nationally is an “all-payer” system: all
insurance—private, Medicare, Medicaid—would pay the same. Maryland started such a system for its hospitals in the 1970s. It has a special
Medicare waiver that allows a state regulatory commission to determine
hospital rates for Medicare and other payers, including the uninsured.21
Supporters say such a system for providers would (1) eliminate the incentive for them to choose one payer over another—which could benefit
Medicare patients—or to shift costs among payers; and (2) reduce costs
over the long run, by simplifying billing and reducing overhead.22
Creating an all-payer system in Alaska would require, among other
things, creating a new regulatory system and getting a Medicare waiver
that would allow state—rather than federal—regulators to decide what
Medicare pays. Such a waiver could initially increase Medicare rates (to put
them more in line with local market conditions)—but at the same time
the state would have to commit to containing cost growth and providing
value for all payers. Growth in Medicare costs for Maryland hospitals was
in fact less than growth nationwide over the past three decades.23

We’re not advocating any of the options we’ve discussed. But these
options, and others we didn’t have room to discuss, can help Alaskans
(and other Americans) think about the kinds of features that might be included in an effective system of primary care for older patients, who are
far more likely than younger people to have complex medical problems.
Any solution to the primary-care problem will also be taking place in
the context of implementation of Medicare provisions of the health-care
reform law—which include some tests of different Medicare payment
systems but also cost-cutting measures. And any attempts to improve
access to care for older people will be affected by how—and how frequently—Congress decides to revise future Medicare payment levels.
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Conclusions

Ten years from now, there could be nearly twice the number of older
Alaskans as there are today, as more and more baby boomers reach 65.
It seems reasonably likely that ANHC will open a larger facility, and that a
Medicare clinic may be established. But even if both those things happen,
they won’t meet all the demands of a growing older population. How—
and how much—Medicare pays for primary care will remain central to
determining older Alaskans’ practical access to basic care.

4

Visit ISER at www.iser.uaa.alaska.edu

