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THIS DOCUMENT WAS CREATED IN 2014. THE INFORMATION SHARED HERE ACCURATELY DESCRIBED  
THE SITUATION AT THAT TIME BUT MAY NOT REPRESENT WHAT IS MOST CURRENT TODAY.     

CURRENT STATE 
The Medicare spending trajectory is unsustainable and, unless checked, will be the leading contributor to the 
deficit in the future. 

• Medicare is 14% of the federal budget 
• Between 2010 and 2030, the number of people on Medicare is projected to rise from 46 million to 78 

million 
• The Medicare Part A Hospital Insurance Fund will have insufficient funds to pay for full benefits 

beginning in 2026*  (Source: http://kff.org/health-reform/issue-brief/medicare-now-and-in-the-future/) 

“Income taxes would have to increase by more than 160% to finance growth at the historical rate of 2.5 
percentage points faster than GDP growth, increasing the income tax rate in the top bracket, for example, to 
92% from 35%.” “The Economics of Financing Medicare” New England Journal, July 28, 2011 

According to the Kaiser Family Foundation, “Annual growth in Medicare spending is largely influenced by the 
same factors that affect health spending in general: increasing prices of health care services, increasing 
volume and utilization of services, and new technologies." 

CHANGES 

The Patient Protection and Affordable Care Act (ACA) of 2010 includes several changes to the Medicare 
program. They include: 

• $716 billion in net Medicare spending reductions over the next ten years (2013-2022) 
• Reducing annual payment updates to hospitals and other providers and payments to Medicare 

Advantage plans   
• Payment & delivery system reforms designed to reduce costs & improve quality of care, including: 

o Accountable Care Organizations (ACOs) 
o Medical homes 
o Bundled payments 
o Value-based purchasing initiatives   

• Authorization for a new Independent Payment Advisory Board to recommend Medicare spending 
reductions to Congress if projected spending growth exceeds target levels  

• Eliminating the “doughnut hole” in prescription coverage – a gap in coverage in which the patient is 
responsible for 100% of prescription drug costs 

• Eliminating coinsurance for preventive services 
• Providing a comprehensive “Welcome to Medicare” physical and  

annual wellness exam, without cost to Medicare beneficiaries 

*Source: Kaiser Family Foundation, “Medicare Now and in the Future”, October 2008, Updated June 2013  
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