
56 Practice Trends R H E U M A T O L O G Y N E W S •  M a r ch  2 0 0 6

Bill Halts 4.4% Cut
Congress’ long-awaited passage of the bud-
get reconciliation package (also called the
Deficit Reduction Act) put a freeze on a
4.4% cut Medicare physicians experienced
in the month of January. Although the
congressional action stopped any further
reductions to payments, it did not increase
Medicare physician pay for 2006. The Cen-
ters for Medicare and Medicaid Services
will reimburse physicians retroactively for
the reductions experienced in January and
has instructed its contractors to automati-
cally reprocess claims. But work on this is-
sue is far from over, Dr. J. Edward Hill, pres-
ident of the American Medical Association,
said in a statement. “With 6 years of cuts
still scheduled to come as practice costs
continue to rise—we fear more physicians
will make difficult practice decisions about
treating Medicare patients. ... We must
build on the momentum and awareness
raised in 2005 to make 2006 the year Con-
gress permanently repeals the broken
Medicare physician-payment formula.”
President Bush’s fiscal-year 2007 budget
request to Congress briefly mentioned the
impending cuts, although it expounded on
CMS’s efforts to expand pay-for-perfor-
mance initiatives to “achieve better out-
comes at a lower overall cost.”

And On to the 2007 Budget
The president’s 2007 budget request for the
Department of Health and Human Ser-
vices—$698 billion—is a $58 billion in-
crease from 2006, but it contains a number
of cost-containment measures that would
either whittle down or cut certain pro-
grams entirely. A series of Medicare initia-
tives to “encourage efficient and appropri-
ate payment for services; foster
competition; and promote beneficiary in-
volvement in their health care decisions”
would save nearly $36 billion from 2007 to
2011, according to a statement from HHS.
But Part A hospital payments would incur
$22 billion of these cuts, which is “the
wrong policy at the wrong time,” given
that hospitals have been losing money car-
ing for Medicare beneficiaries since 2003,
said Chip Kahn, president of the Federation
of American Hospitals. In an attempt to
meet President Bush’s goal of cutting the
federal deficit in half by 2009, the budget
request proposes other targeted reductions
or the elimination of certain programs
whose performance ratings were low or
whose purposes are being covered by oth-
er HHS programs. These cuts include $133
million to rural health programs run by the
Health Resources and Services Adminis-
tration, and the elimination of the $630 mil-
lion Community Services Block Grant pro-
gram. The budget request did ask for more
money for some programs. For example, to
achieve the president’s goal for most Amer-
icans to have secure personal electronic
medical health records by 2014, $169 mil-
lion was requested for 2007 ($59 million
more than in 2006) for health information
technology. The Food and Drug Adminis-
tration’s 2007 budget request totaled $1.95
billion, a $70.8 million or 3.8% increase over
2006.

Arthritis Research Funding
On the flip side, the president’s 2007 bud-
get request freezes the overall budget for

the National Institutes of Health at $28.5
billion and cuts funding for the National
Institute of Arthritis and Musculoskeletal
and Skin Diseases. Under the proposal, NI-
AMS funding would fall from about $508
million in FY 2006 to about $505 million
in FY 2007. The president’s budget was
met with concern by a coalition of med-
ical research–advocacy groups, including
the National Health Council and Re-
search!America. The coalition is calling for
a 5% increase in NIH funding above its
current level to allow research to keep
pace with inflation. “Saving a little mon-

ey today makes no sense when the price
we pay tomorrow will surely be much
higher in terms of lives that could have
been saved and the loss of our competitive
edge in medical research,” Myrl Wein-
berg, president of the National Health
Council, said in a statement.

2007 Medicare Formulary Guidance
The U.S. Pharmacopeia (USP) last month
released its final model guidelines for use
in developing Medicare prescription drug
formularies in 2007. The model guide-
lines are used by the Centers for Medicare
and Medicaid Services to evaluate the for-
mularies created by private drug plans

that participate in the Medicare Part D
program. There are fewer unique cate-
gories and classes in the 2007 document—
133, compared with 146 in 2006. In addi-
tion, the number of formulary key drug
types, which are used by CMS to test the
comprehensiveness of the formulary, has
been increased from 118 to 141. The final
model guidelines eliminate the distinc-
tion between nonsteroidal anti-inflamma-
tory drugs and cyclooxygenase-2 inhibitors
and between SSRIs and serotonin/norep-
inephrine reuptake inhibitors. The USP
model guidelines are available online at
www.usp.org.

—Mary Ellen Schneider
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