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Antonio S. Oliver 

 Health Care Reform: Causes, Measures, and Repercussions


This study analyzes the recent debate on Medicare reform, an issue that stands to affect the entire population of the United States, regardless of income, race, or more importantly, age. Currently, more than 40 million American citizens enjoy health care benefits through Medicare.
 However, the economic side of the theme shows limited funds and an inability to provide standard care as the retiree population grows, resulting in a crisis.

The issue was one of the most hotly contested topics of recent Presidential and congressional elections, and will again figure to be a central theme in the 2000 races. To ease the organizational process, the essay is divided into subsections that discuss the component factors of the topic, touching on issues such as historical background, viable alternatives, and important decision-makers. Finally, the paper will conclude with recommendations and thoughts on the issue, bearing in mind that a complete and flawless solution is essentially impossible.


Medicare Background


A considerable number of countries offer some kind of public health care to its elderly citizens, especially those who live below the poverty line. This staple of social concern and federally funded program is of utmost importance, since the aged are usually retired, and as such do not receive employer-funded health insurance. In addition, private plans tend to tax the retiree’s income and/or savings at a high level, making the need for a government-funded program imperative.


The United States Congress considered several measures to remedy the problem, gradually improving the situation from the turn of the century until the 1960s. Two events, separated by five years, cemented the federal government’s concern in regards of the delicate issue. The Kerr-Mills bill provided health insurance for those citizens whose income fell above the poverty level but below the most affluent sector of society—in short, the largest portion of the American population.


This bill was improved in 1965 by the passing of Titles XVIII and XIX of the Social Security Act. Congress approved the measures during President Lyndon B. Johnson’s administration, and the statutes represent his outstanding commitment toward the nation’s well being during the often-tumultuous 1960s. 


These new measures were titled Medicare and Medicaid, respectively, and constitute the pillars of the United States health care system. Participation is open to American citizens over 65 years of age. The fund draws it money from federal taxes, a percentage of which is deducted from an employee’s paycheck, and destined towards the payment of the program.


Benefits have been altered through the years, and the current ones seem inadequate in an age when private plans comprise divergent types and levels of health care. The topic of this study, Medicare, is available to all Americans regardless of income, while Medicaid is destined for those less fortunate, such as the disabled and blind, and of lesser economic means. Medicare itself is composed of two parts, one of which carries a premium. The standard coverage, known as “Hospital Insurance” or more simply, “Part A,” includes hospital stays and emergency coverage, while the “Supplementary Medical Insurance” or “Part B” carries a monthly premium of $43.80. Political discussions in 1997 gave birth to a third section, “Part C” which has not yielded enough results to be included in this essay.


The Crisis


In the mid-1960s, Medicare was perceived as a revolutionary, visionary program designed to improve the lives of millions of Americans. Its impressive coverage was backed by a generous budget, easily sustainable by a country booming in both population and economic status. Unfortunately, the government instituted few changes to the program, thus allowing several factors to reach critical levels.

Today, those elements are no longer the same, and the crisis situation routinely occupies newspaper headlines, evening news reports, and political debates. The situation did not change overnight, as a combination of reasons has created the problematic issue. These factors were neglected for long periods of time, and as a result, now seem insurmountable. Although many other causes can be signaled, a trio has emerged as the most poignant of the group.

First and foremost, the minimum age for Medicare benefits remains 65 years. Many numeric indicators have varied during the three and a half-decade span since Medicare’s inception; in this case, average life expectancy has augmented. In the mid 1960s, people did not live long after 65; therefore, their coverage lasted, on average, for only a few years. With the millennium drawing near, Americans are living longer than before, thus taxing the amount of money the program has reserved.

The population’s growth rate has decreased, with the average American family having 2.1 children.
 With such low fertility rates, fewer adults are entering the workforce. In comparison, the number of Americans over 65 is increasing three times as rapidly as the national average.
 As a result, fewer workers than are deferring part of their income toward the Medicare fund, but more elders are drawing money from it. 

The situation is particularly frightening since the “Baby Boomers” will be retiring en masse throughout the next fifteen years, thus reducing the ratio of workers funding Medicare per retiree. Twenty years ago, the figure stood at 4.5; today, it is 3.8; and four decades from now—barring unforeseen circumstances—it will reach a low of 2.2.
 With less money going into the fund and more being taken out of it, the program could go bankrupt in the first quarter of the next century, as some estimates have proclaimed.

Lastly, the rising costs of medical care are carving a dent on the Medicare budget. Hospital treatment is reaching staggering costs—not counting the charge for prescription drugs, which are not included in the Medicare coverage—adding to the government’s expenses and increasing the share of the national budget utilized by Medicare. To make matters worse, even the plan’s bare-bones offerings pale in comparison to private options, which include fundamental care such as dental and eye exams—perceived as “premiums” by Medicare, and thus not included in standard coverage.

Critical Implications

The relevance of the Medicare crisis cannot be underestimated. Unlike other problems, which seem to solely affect particular groups of citizens, the need for health care reform is bound to create repercussions for everyone. As such, the issue needs to be dealt with immediately, and placed atop the government’s priority list. 

Medicare’s original plan encompassed a wide range of treatments, and was perceived as quite advanced for its time. Unfortunately, three and half decades later, few things are the same, and the state of the health care industry and its costs has varied significantly. Society as a whole cannot romantically ponder on the past and long for conditions like those of earlier times; the government cannot turn back the clock and remedy the mistakes by instituting reforms at the appropriate times. 

The government, however, can devote great attention and resources to the successful resolution of the issue, which stands to affect millions of American citizens. The current trend will see the Medicare coffers empty by the first quarter of the twenty-first century, while simultaneously comprising 28% of the federal budget, severely affecting other programs.

If that situation is not reversed, elderly Americans will go without federally funded health care, and those still in the workforce will fail to enjoy the fruits of their life-long contributions. Clearly, action must be undertaken in order to avoid such a disastrous situation.

The Players

Medicare is a federal government-funded program, and as such, reforms must be passed by Congress before they are instituted. However, since it is a public service, it concerns the entire United States population. As such, non-governmental associations (NGOs), private groups, the AARP, and concerned individuals have not only a right but also a duty to voice their opinions, offer solutions, and criticize present and proposed measures.

As stated earlier, Medicare reform has been a hotly contested topic in recent elections, and figures to be a central theme in next year’s Presidential sweepstakes. President Bill Clinton has promised to present important reforms during his remaining time in office, but he has encountered significant opposition in the Republican-controlled Senate and House of Representatives. Last month, the National Bipartisan Commission on the Future of Medicare, led by Senator John Breaux (Democrat, Louisiana) and Congressman Bill Thomas (Republican, California), presented its findings to the President, after a long study of the program’s status. The results were less than stellar, as explained below.

Measures

April 1997 produced some frightening news for the American public. A grim yet realistic study cited that, barring reforms, the Medicare program would have spent its reserves by 2001. Thankfully, three months later, the Balanced Budget Act ensured solvency for Part A of the Medicare program until 2008. The figure was a result of several calculations, which set the percentage of the federal budget destined toward the agency at 14%, and the total number of Americans on the plan at 37 million. Subsequent studies have presented a more promising scenario, some of which push back the critical year to 2015.
 

Unless substantial reforms are implemented, the plan will run out of money sooner or later. The question is not whether it will or not, but when it will happen. Therefore, it is imperative not to allow a false sense of security to mask the true urgency of the reform process. The demise of Medicare will affect not only those who enjoy benefits at the time, but subsequent generations of retired Americans.

With the impeding flood of 77 million “Baby Boomers” knocking at retirement’s door, the already over-burdened trust fund will be under record pressure.
 Congress must act quickly to prevent a catastrophic event from happening. A combination of immediate and gradual measures may be able to solve some of the problems, or at least prevent others from forming. 

The Bipartisan Commission on Medicare recently concluded its study, with less than stellar results and a rather gloomy outlook toward the future. Its recommendations, known as the “Breaux-Thomas Proposal,” were rejected by the President, shunned by the national press, and heavily criticized by organizations such as Families USA. In a sense, the plan is regarded as little more than the bare minimum and a complete degradation from the current services offered. The negative reviews generated by society are most likely due to the unrealistic expectations of appropriate care the American public perceives as absolutely necessary, an issue which needs to be addressed accordingly.

In short, the proposal does not guarantee the successful prolongation of current Medicare benefits; it does not address the issue of prescription drugs. Moreover, it might resort to forcing Americans to pay additional premiums for service, the essential divergence between Medicare and the private health insurance plans. Viewed from a different perspective, the plan becomes more egalitarian by charging the more affluent with a higher portion of the bill, in much the same way the federal taxation rates are progressive. In addition, considerable thought was awarded to a major focus change, through which Medicare would cease paying individual bills and instead subsidize a portion of privately run plans. This would allow more benefits, catered to personal needs, and a greater degree of self-planning, but a higher cost to the retirees.

The expansion of current private sector options would make Medicare resemble plans offered by private employers, which are partially subsidized. Competition between companies could help lower costs, alleviating the burden on the national budget. However, this measure has been heavily criticized by those who complain of its likeness to a voucher system, which, according to Congressman Jim McDermott of Washington, would “be bad for the sick and the elderly.”

In addition, senior citizens might face additional hurdles when attempting to secure similar health care to the one they receive today. With components such as these, it is easy to comprehend why the proposal was incomplete, late, ill-advised, and completely rejected by the executive branch of the federal government. 

President Clinton, on the other hand, has vowed to set aside 15% of the budget surplus each of the next fifteen years to subsidize the program’s success into the first half of the next century. By conservative estimates, the annuity could inject a total of $700 billion into the program, preventing its bankruptcy. Although the plan is neither definite nor thoroughly planned, it does represent a viable short-term solution without a significant decrease in the level of coverage offered or the cost to the average American taxpayer, as explained below.

Congressional Republicans have scoffed at the idea, calling it a manner in which to avoid reforms and wishing instead to focus on tax cuts. The Bipartisan commission also voiced its disapproval of the measure, causing Clinton’s wrath and subsequent refusal to endorse the proposed measures. 

The American public, however, has shown support for the presidential measure, since it represents a necessary expense faced by all Americans. A recent CNN poll revealed that 50% of those interviewed favored the President’s measure, a 18% increase from last year.
 Despite the natural tendency to request a tax cut, the American electorate seems to comprehend that the Medicare crisis must be dealt with properly, and setting aside money already collected seems like an acceptable method.

The President has also expressed his interest in broadening coverage to include prescription drugs, currently the main health expense for the elderly. While this may seem as a splendid idea, and quite worthy of one’s attention, it is quite simply not feasible at this juncture. Neither the President nor the HHS Secretary has been able to devise a manner through which to cover these additional costs, attesting to the complexity and sheer impossibility of the matter.

Other presented alternatives include investing a portion of the Medicare budget in Wall Street, in hopes that the recent bull markets will continue and the principal will grow with time. Sweden, for example, has engaged in this practice for some time, with mixed results. Proponents cite the recent success of the stock market, while opponents cite the volatile nature of the same institutions.


Intangibles


The discussion of intangibles is warranted, as it provides some information on unexpected developments that might improve the situation in a considerable magnitude. The discovery of cures for cancer, AIDS, or Alzheimer’s disease would result in less critical care expenses, but those savings might be overshadowed by prescription drugs costs. Therefore, counting on such savings on the basis of hope alone is ill-advised, and highly unrealistic.


Such an outlook, however, need not decimate hopes of progress and scientific studies geared towards the attainment of precautionary and treatment medicine. Kenneth Manson, a gerontology expert at Duke University, argues in favor of lesser Medicare expenses, citing that there “will be 40% fewer disabled elderly than generally predicted by 2028,” the peak year for baby boomers.
 If his theory is correct, a lower portion of Medicare funds will be used for the chronically disabled. Brief, acute illnesses would result in most deaths, saving not only pain but also desperately needed resources for the less healthy. As promising as such an outlook sounds, however, it is merely speculation; as such, it does not warrant extensive discussion in this essay.

Worldwide Comparisons


The overall factors contributing to the crisis are not exclusive to the United States, and as such, it is highly likely that most other countries are experiencing some sort of difficulty. Japan’s population under thirty years of age, for example, will experience a 25% decline over the next decade.
 By 2030, Italy will have less than one worker per non-working pensioner, a ratio that makes the United States’ look marvelous by comparison.

 However, the situation can be perceived in positive terms, stemming from shared ideas and successful plans that would contribute toward a healthier elderly. Canada, for instance, has moved to implement sweeping reforms, such as the ones envisioned by the Breaux-Thomas proposal. Health Minister Allan Rock and Finance Minister Paul Martin have vowed to work together in order to prevent a precarious situation from reaching critical status. It is imperative that other nations follow suit to prevent sweeping economic disasters with global repercussions. 


Conclusions

The Medicare crisis is not an overnight phenomenon; its causes have been present for quite some time, building up the problems that now plague the fund. Given this statement, it is highly unlikely—perhaps impossible—that a magical cure, a total fix will be found. It is imperative to keep this notion present in order to realize that the solution to the Medicare crisis will surely encompass several measures, some gradual while others immediate, which will not yield effects without adequate time. 


The use of 15% of the budget surplus toward the Medicare fund will assure the continuation of the program’s solvency throughout the next century. This statement, however, is not meant to give anyone a false sense of security—perhaps the worst error the authorities could commit at this juncture—since it would result in the repetition of past mistakes.


An ideal solution would call for universal coverage and low premiums. Reality, however, strikes a different chord. A comprehensive plan of general medical treatment, comprised of essential and common remedies, should be secured for all Americans of a certain age and economic means.


In second instance, the government might be pressured to finalize its need-blind system and only allow participants from a predetermined income level. Other federal programs, such as food stamps, are the result of every taxpayer’s contributions, but they only benefit particular sectors of the public. Some calculations suggest the nation would be able to shed $100 billion by 2009.
 This measure, however, has been vehemently opposed by the American Association of Retired People (AARP), which stands behind a promise for guaranteed coverage regardless of income levels.


Finally, the minimum age should be raised to reflect changes in American reality. The average 65-year old today is much healthier than a counterpart from thirty years ago. People are no longer living to 70; the average age for an American male is roughly 78, and a few years more for females. Raising the beginning figure from the present 65 to 67 or 69 would save billions of dollars, but such a move would only be advisable should alternate arrangements be concocted. President Clinton has been critical of the thought, citing the millions of elderly Americans who would lack proper health insurance would be glaring icons of the government’s inability to care for its tax-paying citizens.


In closing, Medicare reform is urgently needed, but a clear discussion of essential and optional coverage is necessary to eliminate unrealistic expectations. Common ground can be achieved through mediation, but thorough understanding of limitations and expectations is of paramount importance to successful conflict resolution, especially since political parties must agree on the subject for proper recognition and strategy evaluation if a satisfactory solution is to be found.
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