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The Medicare Program

Primary insurance coverage for over 47 million
Americans that covers inpatient, outpatient, Rx,
home health, hospice care, etc.

Medicare is expected to pay $514 billion, 20% of
national health expenditure or 3.5% GDP, in 2010

Medicare spending has grown on average 2%
faster than GDP during 1975-2007



Population Aging in the U.S.

The retirement and aging of about 77 million
baby boomers

Profound impact on labor force participation,
health care utilization and financing, etc.

Impact on health care spending of

– Trend in mortality

– Trend in health

– Trend in socioeconomic status



Trends in Mortality and Spending



Source: Health U.S., NCHS/CDC.



Rapid Growth in Health Spending

Source: PHC as share of GDP is from NHEA, CMS. Share of PHC on elderly is from Fisher (1980),
Waldo et al. (1989) and Hartman et al. (2008).



Rising Cost Per Extra Year of Life
at Age 65

Source: Cutler et al. (2006 NEJM, Table 3, in 2000 $).



Trends in Health and Spending



Source: NHIS & Health U.S., NCHS/CDC; MCBS, CMS.



Impact of Trends in Disability:
A Period Perspective

Historical Projected

Source: CMS program data for 1967-2006; 2007-2081 estimates are based on
author’s calculation from 1992-2006 MCBS and SSA population projection,
holding all other factors constant.



Impact of Trends in Disability:
A Cohort Perspective

Source: Lubitz et al. (NEJM, 2003)



The Obesity Epidemic

Source: Health US, NCHS/CDC



The Significance of Chronic Obesity

% survived to age 65 LE at age 65

Avg. lifetime Medicare 

spending for survivors to age 

65+ (in 2000 $)

All persons

Normal 86.2 19.8 $117,087

Overweight 85.6 17.9 $128,898

Obese 78.3 17.4 $162,721

Male

Normal 79.8 15.9 $97,034

Overweight 82.6 15.8 $112,356

Obese 76.0 17.0 $142,963

Female

Normal 89.2 21.4 $125,376

Overweight 88.8 19.9 $145,181

Obese 79.5 17.6 $172,069

Weight status of 45-yr 

old in 1973

Source: Cai et al. (2010, Table 4).



Trends in Socioeconomic Status
and Spending







DFLE and Cumulative Spending by
Educational Achievement

Source: Author’s calculation based on 1992-2006 MCBS

1992 2002 1992 2002



Conclusions

Population aging not only represents a major,
complex demographic transition, but also poses
significant fiscal challenge

It is essential to develop insights of various
population trends to inform our expectation of
its impact on health care spending

Need additional research on

– Summary measure of population health

– Interaction of multiple factors
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