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Medicare Myths vs. Truth

The truth is Medicare works. By and large it has been a resounding, cost-effective success. Nonetheless, some
politicians continue to propose changing Medicare into a “voucher” system that will hurt beneficiaries and their
families, ignoring options for real savings that would not harm beneficiaries or eliminate the Medicare program as we
know it.!

Here are some of the many inaccurate things that have been said about Medicare, and the truth to counter them.. Help
us set the record straight, shine light on fair, financially sound policies, and demonstrate how Medicare works for
millions of Americans — including your family and neighbors. Spread the word with our handy reference chart
below, and use our candidate questions!

The Myth The Truth Here’s Why
“Medicare is going broke.” Medicare is not in crisis. Itis  Medicare Part A is mostly paid for with payroll
on solid financial footing, and, taxes which go into a trust fund.
in fact, is stronger than was

predicted before the Prior to the enactment of the ACA, the Part A
enactment of the Affordable trust fund was expected to be insolvent in 2017.
Care Act. As a result of the ACA and the recession, the

trust fund is not expected to be insolvent until
2028.2 However, even if Medicare Part A were
to become insolvent by spending more than it is
taking in, the program will still be able to pay
out 87 percent of its benefits.® While not ideal,
this is a far cry from “bankruptcy.” Further, the
date of projected insolvency is not set in stone,
and changes regularly. The trust fund largely
reflects the health of the economy. At various
times since 1970, the trustees have projected
Trust Fund insolvency in as few as 4 years or as
many as 28 years.*

Importantly, Medicare Part B is funded by a
certain percent of general revenues and
premiums, and therefore cannot “go broke.”
“Costs are growing out of ~ Medicare’s spending grew 5.5  Between 1997 and 2014, Medicare spending per
control.” percent from 2013 to 2014, but enrollee grew at 3.3 percent a year on average
most of this cost is due to the  while private insurance spending per enrollee
high prices pharmaceuticals grew 6.3 percent during this same time.®

have charged Medicare for Medicare’s spending is projected to grow 4.5

recent, expensive percent from 2015 to 2025 and private health

breakthrough drugs.® insurance’s growth rate is projected to be 4.8
percent.”’

While it is true that as the large Baby Boom
generation retires and begins to utilize their
Medicare benefits, Medicare’s spending will
increase, thoughtful reforms, including those
included in the Affordable Care Act, can work
to sustain Medicare’s long-term fiscal health



Beneficiaries should pay
more in order to make the
Medicare benefit more
sustainable.

Raising the age of
Medicare eligibility will
save the program
substantial amounts of
money

Medicare should not be
able to negotiate Medicare
drug prices.®

Many people on Medicare
already live on tight budgets
and face high out-of-pocket
costs.

Raising the age of eligibility
would increase overall health
spending because it would
leave individuals who would
have otherwise retired on
private health insurance plans
that cost much more than
Medicare.® This move would
also create a likely older and
sicker Medicare beneficiary
population.

The Medicare program should
be allowed to negotiate drug
prices with prescription drug
companies just as the Veterans
Administration is able to do.
Another effort could be to
offer drug rebates to people
who are dually eligible for
both Medicare and
Medicaid—given that
Medicare covers drug costs for
dually eligible beneficiaries
and that it cannot negotiate
prices the way Medicaid can,
such a move would be a step in
the right direction.

and should be given an opportunity to work.
One easy way to save Medicare money is to pay
private Medicare plans no more than traditional
Medicare receives to provide the same coverage.
Some private plans in 2016 cost the Medicare
program 115 percent more than Traditional
Medicare costs.® Another way would be to
allow Medicare to obtain fairer drug prices on
behalf of its beneficiaries.

Half of all Medicare beneficiaries had incomes
below $24,150 per person in 2014.°

Raising the age of eligibility would have only a
small effect and would only have reduced
Medicare payments by 3 percent by 2038. The
effect is small for the following reason: people
who would have been dually eligible for both
Medicare and Medicaid had the age of eligibility
not been raised would instead receive federal
Medicaid funding for their health costs.!

Available research also shows that raising the
Medicare eligibility age would shift billions of
dollars of out-of-pocket health costs to those
who are between 65 and 66.12 The raising of the
age of eligibility would also shift costs to
“employers who provide health coverage for
their retirees, to Medicare beneficiaries, to
younger people who buy insurance through the
new health insurance exchanges, and to
states.”!3 Other research has shown that the
impact of the proposal to increase the age of
eligibility would be felt primarily by poor
people and minority groups such as African-
Americans and Latinos, who already have
poorer health relative to the rest of the
population.t*

Members of the Medicare Payment Advisory
Commission stated in March 2015 that the “use
of high-cost drugs poses a big challenge” to Part
D beneficiaries who have to pay 25 to 30% of
the costs of these drugs in out-of-pocket costs. 6

The government is projected to have spent
$2,203 per Part D beneficiary in 2015.1" If the
Medicare program could negotiate prices, it
could bring down the costs of some of the
newer, pricier Hepatitis C drugs, for instance,
such as Sovaldi—these newer Hepatitis C
treatments cost Medicare $4.5 billion in 2014.8
As stated above, most of the growth of Medicare
expenses in 2014 relate to the costs
pharmaceuticals charge beneficiaries. The costs
of drugs to Medicare grew 9.5 percent from



Private Medicare Part-D
has been such a low-cost
success, so privatizing the
rest of the Medicare
program would also work
well

Medicare needs to be
“restructured” or
“redesigned.”

Since 2006, Part D cost
sharing for brand-name drugs
has increased and the use of
lower cost generics has grown
over time. A beneficiary’s
greater out-of-pocket costs
and use of generics may make
Part D’s finances more
solvent, but the reasons for
Part D’s lower costs should
not serve as evidence that
supports a privatization of
Medicare.

While there are certainly ways
to expand Medicare benefits,
reduce beneficiaries’ cost-
sharing burdens, and make
the program less confusing,
proposals to “restructure” or
“redesign” Medicare are
almost always offered within a
budget context with the
purpose of achieving savings.
More often than not, this
means asking middle-and
upper-income beneficiaries to
pay more for Medicare, and
receive less.

2012-2013 and then 17 percent from 2013-
2014.1°

If Medicare were given this ability to negotiate
drug prices once the law is changed to allow
this, some researchers estimate that the
Medicare program could save anywhere
between $15.2 to $16 billion per year. Other
researchers estimate savings of $541 billion
over 10 years under certain circumstances.?
Cost sharing from 2006 to 2015 increased by 36
percent for beneficiaries in stand-alone
Prescription Drug Plans and by 70 percent for
those in MA drug plans.?

Other factors outside of market forces such as
lower-than-expected enrollment has driven
down Part D spending. It remains unproven
whether market forces are any better than the
government at keeping costs down,?? And, in
fact, the private Medicare Advantage program
costs taxpayers MORE than traditional
Medicare.

Policymakers periodically float a number of
“restructuring” proposals, such as: 1) combining
the Part A and B deductibles; 2) implementing a
single coinsurance rate for services, and 3)
turning all or part of Medicare into a premium
support or voucher program. Each of these
proposals would shift additional costs onto
Medicare beneficiaries.

(Also see “Raising the Age of Medicare
Eligibility...” above)
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