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Chart 1—Medicare enrollment, benefits, and financing 
 

 
 

 
    

Hospita l In su ran ce  (HI) 

 
Su pple m e n tary  Me dical  

In su ran ce  (SMI)  

 
Enrollment  in CY 2011: 

  Total ..........................................  

  Proport ion  with  services ...........  

 
 

48 million  

22% 

 

 
 
Par t  B:  45 million          Par t  D:  36 million   

Par t  B:  87%                    Par t  D:  Approximately 86% 

 
 
Benefits* ......................................  

 
* Subject  to cer ta in  

deduct ible and 

coinsurance 

requirements 

 
Inpat ien t  hospita l ca re 

Skilled nursing care 

Home hea lth  care (post -inst itut iona l) 

Hospice care 

 

 
Par t  B: 

Physician  services 

Outpat ien t  hospital services 

Home hea lth  care (genera l) 

Other  services, e.g. 

 Diagnost ic t ests 

 Medical equipment  

 Ambulance 

Par t  D: 

      Prescr ipt ion  drug benefit  

 
 
CY 2012 Financing .....................  

 
HI tax on  covered earnings: 

 1.45% payable by employees and employers, 

each  

 2.90% payable by self-employed 

 Following eliminat ion  of HI cont r ibut ion  base 

(effect ive 1994), HI tax applies to a ll earn ings 

in  covered employment  

 Tied to worker  income in  2013 and la ter  

 

Revenue from income taxa t ion  of OASDI benefits 

(por t ion  between 50% & 85%) 

    

 

Par t  B premiums and genera l revenue t ransfers: 

 $99.90 standard monthly premium  

 Tied to beneficiary income in 2007 and later  

 Fees on manufacturers, impor ters of  

brand-name Rx drugs 

 Genera l revenues cover  76% of cost s 
 

Par t  D drug premiums, genera l revenues, and 

Sta te t ransfers: 

 Base premium in  2012 is $31.08;  average 

premium is about  $30; covers 25.5% of 

standard benefit  cost s, 13% of tota l costs 

 Tied to beneficiary income in 2011 and later  

 Sta te payments on behalf of cer tain  

beneficiar ies cover  about  12% of  costs 

 Genera l revenues cover  75% of cost s  
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Chart 2—Factors accounting for growth in Personal Health Care 

Spending and the economy, 1965-2010 

Population 
Employment 

Economy-wide 

inflation 

Economy-wide 

inflation 

Excess 

medical inflation 

Real GDP 

per worker 

Health care use 

& intensity 

Age-gender 

effect 
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Chart 3—HI income and outgo  
(In billions) 

Income 

Outgo 

Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

Historical Estimated 
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Beginning of January 

Chart 4—HI fund ratios under alternative assumptions 
(Assets at beginning of year as percentage of annual expenditures) 

Note:  Projections are based on the assumptions from the 2012 Trustees Report. 

Historical Estimated 
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Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

Chart 5—Long-range HI income and cost rates  
(As a percentage of taxable payroll) 

Historical Estimated 

Deficit 

Income Rate 



0% 

1% 

2% 

3% 

4% 

5% 

6% 

7% 

8% 

1967 1977 1987 1997 2007 2017 2027 2037 2047 2057 2067 2077 2087 

Calendar  year 

Cost Rate 

Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

Amount of deficit that could be covered by interest 

earnings and asset redemptions 

Chart 5—Long-range HI income and cost rates  
(As a percentage of taxable payroll) 

Historical Estimated 

Deficit 

Income Rate 
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Chart 6—Long-range HI Income and Cost Rates, 

Current Law and Illustrative Alternative 
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Chart 7—Comparison of relative Medicare, Medicaid, and PHI prices 
for inpatient hospital services under current law 

Private health insurance (PHI) 

Past Projected 

Projected level of Medicare 
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Chart 8—Comparison of relative Medicare, Medicaid, and 
PHI prices for physician services under current law 

Private health insurance (PHI) 

Medicare 

Past       Projected 
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Chart 9—SMI Part B income and outgo  
(In billions) 

Income 
Outgo  

(Current Law) 

Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

Historical Estimated 
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Chart 9—SMI Part B income and outgo  
(In billions) 

Income 
Outgo  

(Current Law) 

Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

Historical Estimated 

Outgo  

(Illustr. Alt.) 
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Chart 10—SMI Part D income and outgo 
(In billions) 

Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

Outgo 

Income 

Historical Estimated 
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Chart 11—SMI expenditures and premium income  
[As a percentage of Gross Domestic Product (GDP)] 

Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

Historical Estimated 

Part B 

expenditures 

Part D 

expenditures 

Total 

expenditures 

 B 

 D  

Total 

premiums 
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Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

 

Chart 12—Medicare Expenditures as a Percentage of GDP  

under Current Law and Illustrative Alternative Projections  
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Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

 

Chart 12—Medicare Expenditures as a Percentage of GDP  

under Current Law and Illustrative Alternative Projections  

 

Illustrative alternative to current law assumes: 

Physician payment “SGR” formula is overridden in all years 

 

 

 

NB: This is an illustration, not a recommendation 
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Note:  Projections are based on the intermediate assumptions from the 2012 Trustees Report. 

 

Chart 12—Medicare Expenditures as a Percentage of GDP  

under Current Law and Illustrative Alternative Projections  

 

Illustrative alternative to current law assumes: 

Physician payment “SGR” formula is overridden in all years 

Productivity adjustments to other provider updates are phased  

    down over 2020-2034 

IPAB requirements are not implemented 

NB: This is an illustration, not a recommendation 



 

Chart 13—Possible methods of reducing 

Medicare expenditures, Part I  
 

• Reduce waste & inefficiency 

• Reduce fraud & abuse 

• Emphasize preventive care 

• Use electronic health records 

• Pay for performance 

• Reduce provider payment rates 

• Increase beneficiary cost-sharing   

• Increase age of eligibility 

 

Slow growth rate? 

 

 

 

 

 

 

? 
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Chart 14—Possible methods of reducing 

Medicare expenditures, Part II  
 

• Manage care 

• Introduce delivery, payment innovations 

• Develop national practice standards 

• Adopt new medical technology more prudently 

• Increase competition 

• Convert to “premium support” system 

• Convert to “premium support” with limited updates 

• Convert to “defined contribution” (global payment) 

system 

Slow growth rate? 

? 

? 

? 

 

? 

 

 
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