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Medicare’s Problems
In Perspective

 Covers entire targeted
population

 Most  well-liked health
program
 Percent of enrollees who rate

plans as excellent or very
good:
! 66% of Medicare beneficiaries

 Successful in reducing
financial barriers to care,
despite its benefit limits

Percent Not Receiving Needed Care 
Due to Cost, 2005

Source: Health United States 2007 3



Health Status Drives Per Person
Costs

Source: National Health Expenditures, CMS
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Medicare Cost Growth Per Enrollee
Less On Average than

Private Coverage

5Source: Calculated on a per-enrollee basis.  MedPAC, June 2007

Average Annual Growth Rate Per Enrollee, 1970-2005



Looking Forward, Aging Isn’t the Problem
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Medicare Does Have to Be
Improved

 Payment systems that promote high-value
care across multiple settings

 Greater emphasis on wellness and early
intervention and management of disease

 Streamlined administration through health
information technology
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Medicare: Key to Modernizing
Delivery System

 Only player with market-share leverage to
accelerate efforts for:

 Health information technology / e-prescribing
 Chronic care management and medical homes
 Comparative effectiveness research
 Pay for value
 Quality standards development and

application
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Embraced as Central in Forging
Delivery System Changes

 Viewed as a facilitator  for positive change
by:
 Business
 Labor
 Health plans
 Thought leaders in the provider community
 Health policy experts
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But Health Cost Containment Must
Be System-Wide

Source: National Health Expenditures, CMS 10

Distribution of National Health Spending By Payer



Cannot Solve Cost Problem Without
Solving Uninsured Problem

 Gaps in coverage limit potential savings of
promoting high-value coverage (e.g., savings
from health information technology and chronic
disease management)

 One-third (82 million) Americans had some lapse in
coverage over a two-year period

 Uninsured people enter Medicare sicker and
most costly

 The health disparity is reduced by 50 percent after five years
of coverage in Medicare
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Optimism

 Addressed Medicare before, will do it again

 Verge of a systemic change in the system
 Narrow attempt to make Medicare outperform the rest

of the system will result in cost-shifting not containment

 Learn from Medicare…
 Process: how to pass major reform
 Substance: the potential  for every American to have

quality affordable care

 Historic moment
 Not unlike the mid-1960s
 Follow LBJ’s advise
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