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OPINION
SPECIAL REPORT: COST OF AGING

I

n an effort to highlight the major issues facing our community and our
country, Orange County Register Opinion is endeavoring to bring our readers
a new unique section to explore public
policy issues more in-depth. Beginning
this week, you will notice a special section in the Saturday edition of your
Register giving a focused look into particular topics with diverse views.

hard policy choices concerning historical commitments.
Implicit, if not explicit, in each article
is the question, should the nation reevaluate its obligations to the elderly and
if so how can it do so in a manner that is
equitable and best represents who we
are as a nation?
–Brian Calle, OCR Opinion Editor
–Marshall Kaplan, Guest Editor

In this, our inaugural edition, we explore the concerns surrounding the future of entitlement programs, particularly Medicare and Social Security.
While the articles acknowledge the benefits of both programs to the elderly,
they also agree that their costs, in light
of the nation’s rising elderly population
and its budget and economic realities,
will require the nation to make some

MEDICARE TSUNAMI
Seniors need help
to access health
care.
BY LISA WRIGHT JENKINS
FOR THE REGISTER

A

tsunami is heading for
Orange County, but
this time the tectonics
aren’t bringing in towering
surfs from the sea. During
the next 20 years, a “Silver
Tsunami” of over 835,000 baby boomers will turn 65
across Orange County, adding
to the 397,000 seniors who
reside in the county today.
Currently, our 65 and older
population has a median income of just $47,254, with Social Security providing, on average, near 35% to 40% of
that income.

The Silver Tsunami will
change the face of Orange
County as we know it. Imagine the profound impact of
over 1 million seniors flooding
our freeways, doctor’s offices,
markets and hospitals.
Orange County is currently ill
prepared to handle the onslaught of its seniors’ needs
over the coming years.
The Council on Aging in
Orange County is expanding
its trained, primarily volunteer workforce, to assist with
one of the most complex aspects of aging – how to select
from the 35 Medicare Advantage plans and/or one of
the 32 prescription drug
plans offered by insurance
providers. Choosing the best
plan based on one’s medical
S E E T S U N A M I ● PA G E 2

Seniors shouldn’t
be labeled as
‘takers.’
BY JACK ROSENTHAL
FOR THE REGISTER

W

hat’s the most
transforming development of our time?
The Bomb, the Pill, the Internet or the Genome? It
could well be Longevity.
In the last century, U.S. life
expectancy has jumped almost to age 74 – and that’s
life expectancy at birth.
Americans now aged 65 can
typically expect to live another 20 years. True, some people have always lived to be very old, like the 116-year-old
Japanese man who’s said to
be the world’s oldest living

‘‘

person. But never before
have so many people lived so
long.
The words poor, sick and
old used to be virtually hyphenated. Not any more. Millions can now look forward to
more years of decent health,
sustainable income and service. It makes the most obvious sense for society to be
providing this tide of older
adults with ways to live a full,
fulfilling life as they give back
to their communities and
America. There are many
new ways to do that. Yet what
is the response that we hear
all too often in public policy
discussion? Lamentably, it is
dread.
Former Senator Alan
Simpson characterizes older
S E E LO N G E V I T Y ● PA G E 4

“Harness the power of competetion
and informed consumer choice.”
JOSEPH ANTOS
AMERICAN ENTERPRISE INSTITUTE

PROTECT OUR SENIORS
How to provide real economic security.
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CRIME OF THE CENTURY
Is Social Security just one big Ponzi scheme?
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WHAT IS FAIR?
Society owes seniors the
opportunity to receive
quality health care services.
BY ISABEL BECERRA
FOR THE REGISTER

A

s national debate concerning modifying entitlement programs continues to
grow, my colleagues and I share concerns over such changes, particularly in Medicaid and Medicare.
Of the approximately 360,000 seniors over
age 65 in Orange County, 8 percent to 9 percent are considered low-income residents.
Though the total number keeps shifting, this
translates to about 30,000 low-income elderly. According to the 2011 Orange County Indicators Report, the demand for the County’s
In-Home Supportive Services increased by
171 percent over the past 10 years, and the
number of seniors receiving Medi-Cal has
grown by an average of 5 percent a year.
There are no easy answers with respect to
responding to the health needs of the increasing numbers of low-, moderate- and middleincome elderly.
Both President Obama
and Congressman Paul
Ryan have endorsed significant cuts in the proposed FY13-14 federal budget. Both seem to support
The 2009 median
a number of alternatives
household income of
to make Medicare and
Orange County’s older
Medicaid more efficient
adults is $46,1 84, com(e.g., combined billing).
pared to the county
median of $70,880.
Congressman Ryan sugSource: 20 1 2 Orange County
gests going to a voucherIndicators Report
style lump sum program
by 2024 that would keep
available funds equal to inflation – but not the
rate of growth in health care costs. Although
the Affordable Care Act suggests no explicit
changes in Medicare, the translation of “no
changes” remains less than specific, given
proposals outlined by Congress and the Obama administration – not to mention the
House of Representatives’ nearly 40 continuous votes to defund Obamacare.
I am not an expert in economics. I am an
expert in advocating for increased access to
health care for all, and in particular, for lowand moderate-income people. Even though
aging and aged residents now are only 8 percent of the community health centers’ service
base, the numbers are growing as the population of seniors rise in the county. Numbers,
also, vary by health center. For example, in at
least 10 percent of total health centers, the
number of seniors exceeds 30 percent.
I know that the senior residents of Orange
County, who come to the health centers for
care, are proud and would prefer to be securing services with their own income, rather
than relying on public assistance programs.
They sometimes feel bewildered by the myriad programs governing public assistance

INCOME OF
THE AGING

SHUTTERSTOCK

both at the state and federal levels. They
don’t understand the provisions of the Affordable Care Act or the changes being proposed
in Medicare. Although Medicaid expansion is
scheduled to occur in Orange County, it is unclear how that transition will occur and
whether their providers of choice will participate in the new medical marketplace. Despite
expansion efforts under way, the program is
still not covering critical components in a
comprehensive manner, such as dental and
mental health. This further compounds the
confusion for seniors trying to make sense of
the proposed changes at all levels.
I can only hope that federal and state policy makers carefully understand the human
benefits and costs in amending health care
programs for senior residents on fixed incomes both in Orange County and the rest of
the nation. Health care costs should not lead
seniors to poverty. We owe each and every
resident the ability to receive quality health
care services. Let me give you some examples.
Both the president and the state suggest
you can reduce deficits significantly by reducing the cost of the Medicare program. But
reputable studies have suggested that Medicare is an efficient program and that cutting
waste and fraud, while important, will not
close the deficit hole by much or significantly
extend the life of Medicare.
The next example reflects hard choices the
medical provider community will have to
make. If the nation intends to cut back the
dollars spent on Medicare by cutting back on
reimbursements, the likelihood is that increasing numbers of doctors and hospitals

will opt out of Medicare. This will be devastating at a time when the Affordable Care Act
may stimulate demand for increased medical
services.
Finally, fairness considerations demand
that we look at targeting Medicare payments
to the least affluent aging or aged residents
among us. But if we do this, we must be careful as the definitions of income and income
adequacy continue to change. The last years
of life reflect the largest share of public and
individual health care costs. What seems fair
now many not be fair in the future as health
care costs increase.
In closing, many proposed amendments to
Medicare seem to indicate a willingness to
move more beneficiaries into a managed care
system. Perhaps this is wise and will save
money. But the link between an elderly patient and his or her doctor is a strong, emotional and often very caring one. Breaking
that link and forcing patients to seek care
elsewhere will impact continuity of care and
health outcomes.
I can only make one certain recommendation. Health advocates concerned with health
care for the aging population in Orange County need to start talking collaboratively now to
anticipate changes and respond to them in a
fair, effective manner. O.C. is capable of providing a comprehensive, affordable, efficient,
culturally appropriate and accessible health
care safety net for its senior population.

C O N TA C T T H E W R I T E R :

Isabel Becerra is CEO of the Coalition of OC
Community Health Centers.

TSUNAMI: HELP AVAILABLE TO UNDERSTAND BENEFITS
F R O M PA G E 1

needs and income level can be daunting, at
best. With the latest round of the Affordable
Care Act implementation, and resulting Medicare reforms, even more changes may be in
store for Medicare beneficiaries.
Fortunately, there is a silver lining in all
this. Medicare beneficiaries can contact HICAP (Health Insurance Counseling and Advocacy Program), a government funded program that provides unbiased, personalized information about maximizing one’s Medicare
benefits and rights. Offered in all 50 states,
the program is locally operated by the Council
on Aging. HICAP counselors can be consulted
at no charge, by a simple call to (800) 4340222. Alternatively, a face-to-face appointment can be scheduled with a HICAP counselor at a local senior center or Social Security
office.
HICAP counselors are state-certified and
don’t sell or recommend insurance plans. Last
year in Orange County, the Council on Aging’s
HICAP counselors provided advice to over
5,000 beneficiaries. Data suggests HICAP
saved beneficiaries in excess of $1.5 million in
insurance premiums and prescription drug
costs. HICAP counselors provide information
on benefits and enrollment, Medicare Advantage plans, prescription drug plan coverage, supplemental polices, Medicare limited
income assistance programs and long-term
care insurance. If a beneficiary is about to
turn 65, HICAP recommends a call to their
800 number for counseling and advice.

CAL MEDICONNECT
For California’s lower-income residents
who have both Medicare and Medi-Cal, a new

based services through a single managed care
plan. If a beneficiary does not want to participate, the program will allow the Dual to opt
out of Cal MediConnect for Medicare benefits
only; they still must enroll to receive Medi-Cal
benefits. If a Dual takes no action, he or she
will be passively enrolled in Cal MediConnect
to ensure access to Medi-Cal services.
California’s Department of Health
Care Services will
oversee Cal MediConnect. With help
from the state’s local
HICAPs, the Depart- A new pilot program
ment will conduct which aims to improve
beneficiary outreach care coordination for dual
and education about eligible beneficiaries (the
the program. As a state Medi-Cal program
result, the Council on and the federal Medicare
Aging’s HICAP is the program) and drive high
quality care that helps
most likely place people stay healthy and
O.C. Duals will go for in their homes for as long
answers about Cal as possible.
MediConnect
and Source: Calduals.org
guidance about their
options.
The program is intended to maximize opportunities for beneficiaries to stay safely in their
homes and communities and control the
state’s health care costs. By reaching out to
local HICAPs, Duals will be able to better understand their benefits, options and their
rights to obtain medically necessary services
under the program.

CAL
MEDICONNECT
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pilot program will begin on January 1, 2014.*It
will change the way these beneficiaries access
health care, long-term support and behavioral
health services. Driven by the Affordable Care
Act, the program is called Cal MediConnect.
It will be implemented in eight counties in
California, including Orange County. The program will impact 57,060 beneficiaries in
Orange County who have dual coverage of
Medicare and Medi-Cal, known as
“Duals.” Eighty-two percent of these Duals
are seniors aged 65 and over.
In a nutshell, Cal MediConnect is a federal
and state collaboration designed to test the
alignment of service delivery and financing of
Medicare and Medi-Cal programs. If successful, it will help address inefficiencies in the
current system that, historically, has not met
the needs of our community’s low-income individuals adequately, many of whom have
multiple chronic conditions.
Cal MediConnect will coordinate psychological and medical health care, long-term institutional care, plus, home and community-

*Updated to April 2014.

C O N TA C T T H E W R I T E R :

Lisa Wright Jenkins is president and CEO of OC
Council on Aging.
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FEARS AND OPTIMISM
Without a margin, doctors
cannot fulfill their medical
mission.
BY JAMES T. CAILLOUETTE
FOR THE REGISTER

A

s a practicing orthopedic surgeon,
member of the board of managers of a
hospital, former president of the California Orthopedic Association and most importantly, a long-time member of the Orange
County medical community, I have been engaged in discussions concerning health care
reform for years.
The question of how the Affordable Care
Act will impact the health care that we provide is burning in my mind. I care about equity and efficiency concerning health care. They
are the two sides of the reform coin. In this
context, I admit I am not a policy expert. But
I do have some early fears and some early optimism about some of the proposed changes
in Medicare and its relationship to the ACA.
I am in my twenty-fifth year on staff at
Hoag Hospital, and since 2010, the Hoag Orthopedic Institute. Since joining the founding
board of managers of the orthopedic hospital,
I have learned the facts of how a hospital runs
– how much care costs and what is paid for by
the various payers, such as Medicare, Medicaid, Blue Cross, Cigna, etc.
To sustain our ability to fulfill our mission
to care for those who cannot afford to pay for
their care entirely, particularly low- and moderate-income households, we must be able to
secure a positive cash flow and extra dollars
at the margin. We need top notch nurses,
pharmacists and support staff. We need stateof-the-art equipment, and we are required by
CMS to have a highly integrated electronic
medical-records system. In addition, the state
and federal regulatory burden is extremely
costly in health care compared to other industries.
There is a clear need to “bend the cost
curve” to create sustainable funding and to
reduce the rate of public spending growth.
Yet, the solutions proposed by the Obama administration and Congressional leaders for
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further cuts in reimbursement levels could seriously impact the mission of doctors and hospitals.
As a personal example, between 1992 and
2008, the Medicare reimbursement that I received to perform a total hip or knee replacement was reduced 64% in inflation-adjusted
dollars. It has been reduced further since
2008. While there has been an increase in
overall health care spending, as this example
shows, those providing the care are not the
reason.
In California, over 90 percent of hospitals
sustain a net loss on the care provided for
Medicare patients, and an even greater loss
for Medicaid patient care. In this context, expectations are that 30,000,000 new individuals will be covered soon by Medicaid and the
ACA. I applaud this. However, without sustainable and predictable funding to those providing care and the facilities they work in, we
will not be able to fulfill our mission. The 25
percent to 30 percent cost shifting that occurs between commercial insurance (Blue
Cross, Cigna, etc.) and Medicare/Medicaid
will eventually go away as a result of implementation of the ACA. Put another way, the
funds that currently prop up the cost of care
for the uninsured and underinsured will
erode, and doctors as well as hospitals may be

forced to opt out in order to remain financially viable.
I fear those not directly involved in providing care will dismiss these statements as selfserving. They are not. I am concerned that we
need to move beyond rhetoric to define a
health care system that is efficient, chooses
treatments after weighing benefits over costs
and provides quality care to all patients, including low-income patients.
The best way to look at reforms is to focus
on rewarding the best patient outcome and
experience at the lowest cost. Government
subsidies should be gradually targeted toward
low-income folks. Hospitals and doctors who
provide a value-based care experience should
be rewarded with sustainable, rather than
continually shrinking, reimbursement. Both President Obama and
Congressman Ryan have indicated a willingness to support the
payment for health care through
a bundled payment (a single payIn California, over
ment shared by all who provide
90 percent of
care). The payment will make it
hospitals
sustain
easier for all those providing care
a
net
loss
on the
to work together as efficiently
care provided for
and effectively as possible.
Medicare
We at Hoag Orthopedic Inpatients, and an
stitute have been a part of a
even greater loss
statewide pilot program for several years to demonstrate this
for Medicaid
concept. It works. Let physicians
patient care.
and hospitals work together to
create ideal solutions for their circumstances.
Ideally, through reengineering their health
care processes, hospitals and their physicians
will make a fair margin. They then will be able
to delegate a portion of that margin toward
those who cannot afford care. If the reformed
Medicare, Medicaid and the ACA reduce reimbursements without creating opportunities
for positive creative change, there will be a
dramatic reduction in the ability to provide
care for the Orange County community.
No margin, no mission. Simple.

90%

C O N TA C T T H E W R I T E R :

James T. Caillouette, M.D., is a board certified
orthopedic surgeon with Newport Orthopedic
Institute.

PATIENT-CENTERED CARE
At the controls of health
care should be the patients
themselves.
BY CHARLES P. VEGA
FOR THE REGISTER

A

36-year-old man with a rare kidney
disorder returns to clinic time and
again. With each visit, he is experiencing more signs of physical decline and disability. He should receive hemodialysis immediately, but he has not met the criteria to qualify for Medi-Cal.
A 64-year-old woman experiences increasing amounts of vaginal bleeding along with
abdominal pain. Her symptoms are clearly indicating uterine cancer. She cannot afford to
see a specialist but wants to hold on until she
qualifies for Medicare in six months. Until
then, she continues to experience symptoms
and the anxiety of knowing that a tumor
grows inside her.
Another patient in her early 60s is experiencing macular degeneration, which is gradually robbing her of her vision. She has seen an
ophthalmologist, but nothing can be done because she lacks health insurance and cannot
afford surgery. She is going blind and hopes
that she can be approved for Medi-Cal prior
to losing her sight entirely.
These are the types of cases we see every
single day at the UC Irvine Family Health
Center in Santa Ana, the county’s largest provider of safety net care. Our practice provides
preventive care, treats common and esoteric
chronic diseases and offers multiple services
to provide a path to wellness for our lowincome patient population. We treat patients
regardless of their insurance or documentation status. It brings us face to face with the
impact of poor access to health care services
among citizens and non-citizens alike, and our
patients are truly inspirational in their courage and perseverance, in spite of severe physical and emotional challenges.
The majority of our patients have Medicaid
and/or Medicare. These programs allow us to
care for our community and prevent serious
illnesses. Thanks to the Patient Protection
and Affordable Care Act, which puts a premium on preventive health care, we can do more
than ever to practice the most cost-efficient
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and patient-centered medicine in promoting
wellness.
But even with reform, the health system is
now and will remain broken. We must search
and scrounge for alternatives for low-income
patients.
Physicians need to be involved in the discussion of health care policies and regulations. We understand the human toll of reducing access to Medicare and Medicaid. Limitations on enrollment and needed bottom-line
care in these programs as well as the Affordable Care Act will cost lives or reduce the
quality of life for many.
The public generally views physicians in
high esteem. This is a privilege and opportunity, and we cannot waste the chance. As a
profession, we have to look beyond our selfinterest in advocating for a smart and sustainable system that expands both access and
quality of health care. Low- and moderateincome Americans are key stakeholders in the
health care debate, yet they are also the
group that is most lacking in terms of organization and resources. As is often the case,

those with the greatest need have the least
power in influencing critical decisions.
As physicians, we need to employ our
organization, our expertise and our passion in
advocacy for those who lack a voice. Just like
initiating dialysis to save the life of someone
in renal failure or holding the hand of a woman hearing the worst news of her life, we need
to be there for our patients. We must embrace
new models of care that change the role of the
physician.
Our patients should truly be at the controls,
and physicians should be part of a team of allied health professionals providing needed
services. Patient-centered care will require
new approaches to reimbursement that reward healthy outcomes. This is the most effective tool to control costs, provide more
quality, efficiency and equity in health care.
Together with our patients, we will achieve
great things. They cannot wait.
C O N TA C T T H E W R I T E R :

Charles P. Vega, M.D., is a clinical professor of family
medicine at UC Irvine.
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BUDGET PRIORITIES
Funding shortfalls for Social
Security and Medicare not
all that dire.
BY HENRY J. AARON
FOR THE REGISTER

T

he way some people tell it, the budget
deficit is the nation’s number one problem, and the reason for the deficit is
that entitlement spending – meaning Social
Security and Medicare – is out of control.
Wrong, wrong and wrong!
Let’s start with the budget and government
debt. The Congressional Budget Office has
projected that U.S. national income will grow
faster than public debt for the rest of this decade. If the economy were operating at full employment, the ratio of debt to income would
fall still more. To be sure, growth of debt is
expected eventually to outpace income
growth as baby boomers retire.
But today’s most pressing challenge is not
deficits and debt. It is continually high levels of unemployment. Nearly 11 million
people remain unemployed,
and more than 4 million
would-be workers have
During 20 1 2, gross
spending for Medicare been out of work six months
was $55 1 billion, acor longer.
cording to the ConTo argue that debt is a
gressional Budget Ofmost urgent problem when
fice, which anticipates
the ratio of debt to national
that number will rise
income is falling and when
rapidly over the next
decade, spurred by the unemployment remains
stubbornly high is simply
retirement of the baby
nonsense.
boomers.
Let’s look at those concerns, starting with Social
Security. To be sure, Social Security outlays
relative to national income will rise as the baby boomers retire. It is also true that projections indicate that revenues earmarked for
Social Security will become insufficient to pay
all promised benefits in about two decades.
But U.S. Social Security benefits are lower,
however one measures them, than those of 15
of the world’s 18 wealthiest developed nations.
The lifetime value of U.S. Social Security benefits is 40 percent lower than the average of
those nations.
Legislation, yet to be fully implemented,
will cut benefits roughly 7 percent for new
beneficiaries over the next decade. The total
increase in Social Security outlays, measured
as share of national output, will be less than
one-fourth as large as the spending increase
that occurred because of the recession. So,
the right stance regarding Social Security is
that action should be taken as soon as possible to close the projected long-term imbalance. Because Social Security benefits are so
modest and because benefits have been cut
and will be cut some more, I believe that most
of the imbalance should be closed by increasing payroll taxes. The funding gap is modest.
It is technically easy to close. A problem? Yes.

MEDICARE
SPENDING

SHUTTERSTOCK

A crisis? Not even close.
A growing number of people from both the
political right and left have come to recognize
that restoring long-term balance to Social Security is not a ‘heavy lift.’ Medicare, many say,
is the larger challenge, and we don’t really
know how to fix that problem. I am not pointing fingers here – that is exactly what I used
to say. But there has been some good news
lately – enough good news, in fact, to suggest
that the dire projections of Medicare cost
growth may not be confirmed. For decades,
health care spending grew more than 2 percentage points a year faster than income.
That gap vanished almost completely six
years ago. Part of the reason is the recession;
when people don’t have jobs or fear losing
them, they spend less on virtually everything,
including health care. As economic recovery
proceeds, some rebound in health care spending should be expected. But the health cost
slowdown began before the recession, and experts find that no more than about one-third
of the slowdown can be attributed to it.
Other factors than a weak economy are at
work. High-deductible insurance plans have
been spreading. Physicians and hospitals have
been changing the way they deliver health
care. The proportion of physicians paid by
salary, rather than piece-rate for each service
performed, has been increasing. The advent
of new drugs has slowed, and the use of generics has increased.
Though still reviled by many, the Affordable
Care Act promises to continue to slow the
growth of Medicare spending – not by curtailing services, which it actually expands, but by
lowering payments to providers. The Congressional Budget Office projects that Medicare spending per person will grow less rapidly than income for the next decade. In fact,
Medicare spending per person has grown at

LONGEVITY
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adults as “greedy geezers” and has compared
Social Security to a milk cow with 310 million
teats. The Peterson Foundation regularly expresses alarm about so much social spending
on older adults. Last year, Mitt Romney included older adults among the 47 percent he
derided as takers.
Are they right?
There’s no question that society must deal
with two big trends. Growing longevity and
declining fertility mean relatively fewer wage
earners. In 1960, one in 11 Americans was over
65. By 2020, it’s expected to be one in six.
These demographic developments demand a
serious response – and the first way to get serious is to stop lumping Social Security and
Medicare together in some kind of imminent
crisis. It’s alarmist, even hysterical to forecast
doom for Social Security. In the worst case,
even without the sensible fixes already on the
table, it will continue to pay full benefits at
least until 2033 and three-fourths benefits until 2086. Medicare is a much more serious
concern what with 10,000 baby boomers
reaching retirement age every day. Rising
costs need to be addressed – but in the context of containing the rising costs of all health
care.
Even accepting the validity of these concerns, two issues in present public discussion
are misunderstood, or simply wrong.
The first is the impression that society is
degenerating into generational war. The argument goes something like this: Because older
adults vote and because of AARP’s lobbying
muscle, this selfish class is said to be sucking
up far more than its share of public funds. Yet
when we look to the reality of our own lives
we know why that argument is misguided.
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The operative term for those who benefit is
not elderly. It’s family. Older adults do not live
on some other planet. When they outlive their
savings, it’s their families who are called on
for support and who benefit from safety net
programs.
The second false issue arises from the failure to see that aging is a moving target. People don’t suddenly collapse into cripples on
turning 65. Older adults are living longer but
also stronger. They are not instantly dependent. On the contrary, older adults are fiercely
independent and are constructively re-mapping the three basic institutions of life:
In an era of working mothers, divorce and
military deployments, older adults are giving
precious help to families. The Census Bureau
reports that one child in 10 now lives with a
grandparent.
Then there’s school. Millions of older adults
want further education. Elderhostel started in
1975 with 220 travelers. It has since blossomed into the institution now called Road
Scholar, serving hundreds of thousands. The
Bernard Ocher Foundation gives far-sighted
support for Learning in Retirement programs
in 120 colleges.
As for the third institution, work, new models are developing around the country. Marc

about the same rate as non-Medicare health
care spending for decades and a bit less rapidly since 2000.
No one claims that the U.S. health care system is a model of efficiency. But Medicare is
neither better nor worse than the rest of the
system in most respects. It does, however, suffer from some specific problems of its own.
The most notable is that it does not provide
adequate coverage of extremely costly and
protracted illnesses. That gap is one of the
reasons why most people seek supplemental
coverage. Congress should expand Medicare
to encompass catastrophic events.
In one respect, however, Medicare is better
than most private insurance coverage. Most
employment-based coverage offers workers
little choice – a single plan or a few, at most.
Medicare now offers enrollees abundant
choice and promotes competition among competing private plans.
Improvements in Medicare can be made.
Money can be saved. But the overriding problem is not Medicare but the health system as
a whole – how to make care more cost-effective and assure that everyone has access to
adequate treatment.
It would be refreshing if Congress discovered a capacity to multi-task – to simultaneously promote growth – by reforming the tax
code and enacting a broad program of investment in our deteriorating infrastructure –
and enact sensible reforms of Social Security
and Medicare. But given its well-established
capacity for inaction, it would be even nicer if
it could do one job really well. And promoting
economic recovery should come first.
C O N TA C T T H E W R I T E R :

Henry J. Aaron is the Bruce and Virginia MacLaury
senior fellow in economic studies at the Brookings
Institution.

Freedman has created Encore, Inc., to call national attention to the rich potential of new
careers. AARP now manages the Experience
Corps, which recruits older adults to mentor
primary school kids in high-need areas. And
in 2004, I and two other alumni of the New
York Times started a nonprofit called ReServe, for older adults who want to use their
various lifetime skills.
ReServists work for more or less 15 hours a
week in government and nonprofit organizations and are paid stipends of $10 an hour.
That’s hardly a full salary, but it’s decisive.
When money changes hands,
both sides take the work seriously. Thus far, ReServe has
registered 3,000 people and
has spread from New York to
six other cities.
What do ReServists do? One Older adults are
example involves the huge living longer but
high-need high schools in many
cities. Typically they have just also stronger. …
one or two college counselors [They are]
for hundreds of students. Re- fiercely
Serve gives extensive training
independent."
to ReServists to qualify them as
assistant counselors. Some 70
ReServists in New York and Miami have already helped nearly 10,000 students apply for
college – and stay in school when they get
there.
Organizations like these demonstrate the
rapid growth of a vast national resource: the
potential contributions of millions of older
adults. They are not a selfish, isolated cohort
of greedy geezers or takers. They are eager to
put their will and skill to work because they
are, and want to be, givers.

‘‘
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Jack Rosenthal is president emeritus of the New
York Times Company Foundation and chairman of
ReServe, Inc. He is a former editorial page editor
and Pulitzer Prize winner at the New York Times.
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PROVIDING OPTIONS
Harness power of
competition and informed
health care choices.
BY JOSEPH ANTOS
FOR THE REGISTER

S

ome 70 million baby boomers expect to
sign onto Medicare over the next two
decades. But Medicare is not ready to
provide the kind of health coverage that the
baby boomers have come to expect.
However, Medicare trustees say the trust
fund that pays for hospital services will be exhausted by 2024, but even that is optimistic.
The estimate presumes Medicare payments
to hospitals and other providers will be cut by
$415 billion over the next 10 years, which
could mean some loss of patient access to vital services. If Congress acts as it usually
does, the payment cuts won’t be that large –
but the trust fund won’t last that long, either.
Even if Medicare spending is reduced as required by laws already on the books, the program will not be able to pay all of its bills.
When that happens, seniors – including those
turning 65 today – will have to wait their turn
for health care.
Equally troubling is that we are not buying
very good insurance for the hundreds of billions of dollars that we spend on Medicare annually. Beneficiaries in traditional Medicare
must pay $1,184 every time they need hospital
care. Seniors requiring extended stays in the
hospital face additional costs. For example,
Medicare stops paying the bill after 150 days
in the hospital.
Seniors seek out additional coverage to fill
Medicare’s holes. Medigap generally pays
these charges, but the cost of plans can easily
exceed $2,000 a year. That’s on top of nearly
$1,700 in Medicare premiums and another
$400 for prescription drug coverage.
We can do better for our seniors and guarantee Medicare’s solvency without driving up
taxes or cutting funding for other vital programs. Medicare should be restructured to offer comprehensive coverage similar to what a
big employer offers its workers. That means a
single deductible, a simple set of copayments

such as those with pre-existing conditions.
Under this plan, seniors selecting more expensive plans would pay the additional cost
themselves. However, every senior would be
guaranteed a choice of at least two health
plans that would not charge more than the
basic Part B premium that is required today.
Competition and consumer choice already
work in Medicare. The prescription drug program under Part D relies on competing drug
plans to reduce the program’s cost by $283
billion in its first seven years of operation.
Over 13 million seniors are enrolled in private Medicare Advantage plans, which offer
the full Medicare benefit in a modern package that provides better consumer protection. A recent study in the Journal of the
American Medical Association showed that
taxpayers could save as
much as $720 billion over
the next decade by moving
to a bidding system – without having to cut Medicare
benefits.
Taxpayers could save as
Implemented carefully, much as $720 billion
premium support can re- over the next decade by
ward health plans for effi- moving to a bidding
ciency while ensuring the system (or voucher
protection of beneficiaries. plan) for Medicare
By changing the finan- beneficiaries -- without
having to cut Medicare
cial incentives of Medi- benefits.
care, health plans and
Source: Journal of the
health care providers
American Medical Association
would no longer be penalized for not ordering an
extra test or medical service that does little
to help the patient. Instead, they would be rewarded for providing the appropriate service
at the right time.
Medicare is the biggest part of our nation’s
fiscal problem. It can be saved! To be effective, Medicare reform must promote the
smarter use of health services and give seniors a real voice in their health care.

BIDDING
SYSTEM

SHUTTERSTOCK

and protection against catastrophic costs.
Medicare pays for hospital services and
physician care out of two different trust funds
with two different sets of rules. Combining
the benefits into one health plan would make
it possible to simplify the program and create
new protections against catastrophic costs.
The Affordable Care Act introduces new
ways to pay for care that could reduce some
unnecessary spending. However, it does not
change the fundamental flaw in Medicare financing. Doctors and hospitals are paid for
each service they provide to a Medicare patient, and the program effectively guarantees
that all services will be paid. Overuse of services will still occur that, in many cases, provide no value to the patient.
The solution is to harness the power of
competition and informed consumer choice.
Health plans, including traditional Medicare,
would submit competitive bids covering the
cost of the full Medicare benefit package. Seniors would receive a fixed subsidy and could
enroll in any plan they like. Higher subsidies
would be given to low-income beneficiaries
and those likely to need more health care,
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PROTECT OUR SENIORS

Consider means testing
Social Security and
Medicare.
BY ALISON ACOSTA FRASER
FOR THE REGISTER

O

ne of the nation’s most pressing issues
is what to do about bourgeoning entitlement programs – especially Social
Security and Medicare. These two programs
are essential for millions of older Americans.
Yet unless they are fixed, they will drive U.S.
debt to levels that will crush the economy –
leaving all Americans far worse off.
Left unreformed, Social Security will require taxpayers to pay an extra $11 trillion (in
today’s dollars) to the trust fund to cover the
program’s long-term excess costs. Medicare,
as is, will need more than triple that: $37 trillion. The day of reckoning is not that far off.
Social Security’s trust fund is in its third year
of paying out more than it’s taking in. Those
deficits will deepen dramatically in coming
years.
Some small changes to Social Security and
Medicare are floating around Washington.
One proposal – called “chained CPI” – would
change the way benefits are adjusted for inflation. Depending on the details, it could
close about 20 percent of Social Security’s
spending gap. Yet, it would still protect seniors against inflation.
Fundamental restructuring is necessary.
But it won’t be an easy sell. People have paid
into these programs for years and feel entitled
to receive promised benefits. Politicians have
grossly over-promised and the money simply
isn’t there to make good on those promises.
Every American under 55 would owe
$209,000 to pay the full tab on these two programs alone. Try selling that to a young couple saving for a home, paying off student loans
and putting aside money for a family.
America, we have a problem. All Americans, not just the wealthy or the young, must
be part of the solution. Rather than forcing
younger generations to pay the exploding
costs of these retirement programs, we
should rethink them.
Social Security is a social insurance retirement program funded through mandatory
taxes paid by younger, working generations.
Medicare is similar, but also funded with general taxes and premiums. Benefits go to any-

SHUTTERSTOCK

one who worked long enough to qualify, and –
this is key – generally regardless of their income or need. Unless we challenge this notion, it will put a crushing burden on younger
Americans.
The goal of these programs should be to
provide real economic security for our nation’s seniors. This would be a strong improvement over the programs today. For example, the average benefit for Social Security
is actually below the poverty level. Lifetime
Medicare benefits for individual retirees are
capped, so seniors who do not purchase Medigap insurance can be forced into bankruptcy
if they experience a catastrophic illness. We
can do better.
First, we should income-adjust the programs. This isn’t a radical notion. Today, both
Social Security and Medicare already include
some means-testing. This should be expanded
so that full benefits flow to lower and middle
income retirees. Higher income retirees
would get smaller benefits, and very well off
retirees might get no benefits.
Social Security would then work like a real
insurance program and provide benefits sufficient to assure that no senior need fear poverty after a lifetime of working. And if a wealthy
senior has a sudden reversal of fortune, full
program benefits would be there as well. Social Security would no longer supplement a
golf-course-view lifestyle, but would be there

to provide the means for seniors to live a life
of dignity – without fear of poverty – throughout their retirement years. This is far better
than subsidizing retirement for wealthy
Americans while jacking up their taxes.
Next would be to change the benefit itself.
Social Security could be slowly moved away
from an income replacement system for all.
Remember, these kinds of "defined benefit"
programs bankrupted the auto industry and
threaten many state and municipal governments like Detroit. Instead, the basic benefit
should be strengthened, increasing it so no senior would have to go on welfare. Moving to a
flat benefit, above the poverty level, would
guarantee seniors protection from poverty in
retirement and income adjusting would focus
the benefit on those who need it the most.
Americans need to save more for retirement, the tax code should not make it harder
for them to do it. The heavy tax bias against
savings should be removed by deferring taxes
on all savings until they are spent.
Social Security and Medicare should endure and truly protect our seniors in retirement. Without bankrupting our future.
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CRIME OF THE CENTURY

Young Americans are on the
losing end of a perfect Ponzi
scheme.
BY RICHARD LAMM
FOR THE REGISTER

I

am over sixty. I have participated in the
greatest embezzlement in all of history.
And like most other master criminals, I
feel a need to brag. Never before has one
group - the elderly - appropriated as much
money that belonged to another group. The
victims still do not know they have been had.
The first rule of embezzlement is to find
some patsy. We sensed thirty years ago that
the younger generation was not paying
enough attention to public policy, so we quietly found ways to maintain our lifestyles and
charge it to the next generation. While those
of you under 45 were pre-occupied with other
things, my generation dumped the largest
load of debt on you that history has ever seen.
A good scam needs a compassionate comeon. In our case, we developed a new term,
“poor elderly.” Most Americans do not understand that this is actually two words and that
“poor” no longer describes the elderly as a
class. There are, of course, poor elderly, but
as a class, the elderly have the most discretionary income of any group in America (except those in the age bracket of 55–65).
Next, we devised systems that allowed us
to charge our retirement to the next generation of Americans, who will wake up to find
they are on the losing side of a Ponzi scheme.
We told them there was a “trust” fund for
both Social Security and Medicare. Of course,
this was a lie. There is no trust fund, in the
normal sense of the word, because we take
this month’s Social Security taxes from today’s workers and pay them to today’s elderly.
Then we tell today’s workers not to worry –
the money is being held in “trust.” In actual
fact (as Senator Ernest Hollings of South Carolina has observed), they would be no better
off if the fund was invested in Confederate
war bonds. The trust fund is a sham. It only
contains IOUs that tomorrow’s generation of
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workers will have to (mostly) pay off themselves. They will have to pay for both our retirement and their own. We succeeded in taking money from poor workers in Saint Paul
and sending it to wealthy retirees in Saint Petersburg. But, I have hardly begun.
The perfect embezzlement maximizes its
take. We found there was money left over after paying the Social Security funds to the elderly. We did not want to stop halfway. We
completed the job by something called the
“consolidated budget.” This allowed us to
quietly take the Social Security funds left over
to reduce our taxes by spending the money on
current government services. Under the consolidated budget, we could legally “borrow”
the money in the “trust” fund left over every
year and spend it on current government services, thereby reducing our yearly taxes.
Virtually every year for the last 35 years,
we understated the yearly deficit and understated the federal debt. Even though the official federal debt is approximately $15 trillion,
the amount actually passed on to the next
generation is closer to $80 trillion to $100 trillion. The entire scheme was done with clever
accounting gimmicks, which allowed us to
minimize our taxes and maximize our spending while we passed the bill on to the next
generation.
I have completely and totally spent the Social Security Trust Fund and left nothing in
trust for today’s workers to pay future obligations. They will have to either raise their taxes substantially or dramatically reduce their

benefits under the system. They may, of
course, try to do the same thing that my generation did and try to perpetrate the Ponzi
scheme, but I doubt it will work. The true
perfect crime only works once.
The next generation will wake up to the
magnitude of the fraud. They will recognize
they are working long hours (or two jobs) and
make less working than I make in retirement.
Yet every month, they transfer money to me
to pay for my health benefits. When they
start to blow the whistle, I will say with horror, “You can’t start an intergenerational
war.” I will tell them about how I fought for
this country (six months
in active service – most
of it at the officers’ club
bar). I will shame them
by accusing them of
While those of you
breaking the “generaunder 45 were
tional contract,” coverpreoccupied with
ing the fact that it was my
other things, my
generation who “broke”
the contract by leaving
generation dumped
them an unsustainable
the largest load of
and insolvent system.
debt on you that
Like any successful
crook, I will cover all my
history has ever
bases.
seen."
When health care
costs became a larger
factor in budgets, we found a system to subsidize them at the expense of following generations. We called it Medicare. The average
couple who turned 65 in 2010 got back three
dollars from today’s workers for every one
dollar that they paid into the system.
By not taxing my health insurance paid for
by my employer, I also receive more health
benefits from the federal government than
most poor children on Medicaid.
Do I feel guilty? Well, occasionally.
I try not to spend too much time thinking
about it. Right now, I have to go down to the
state Legislature to lobby for free fishing licenses for seniors. Why not? We already get
free state park admission.
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MEDICARE’S FUTURE
Unsustainable growth in
health care spending the
real threat to Medicare.
BY GERALD F. KOMINSKI
FOR THE REGISTER

W

hen President Johnson signed Medicare into law on July 30, 1965, Medicare was necessary because almost
half of seniors were uninsured, and about 30
percent lived below the federal poverty level.
Retiree health benefits were not common and
private health insurance was too expensive.
Medicare originally consisted of two separate programs that still form the core of
“traditional” Medicare today: Part A for hospital and other facility-based care, and Part B
for physician and other outpatient-based services. Part A is the social insurance part of
Medicare, because, like Social Security, nearly
everyone pays into Part A through payroll tax
deductions, and nearly everyone qualifies at
age 65. Part B, on the other hand, is paid for
through general tax revenues and monthly
premiums.
Since 1965, Medicare has evolved to include
additional vulnerable populations – the disabled and those with kidney failure – and new
benefits. Medicare Part C, established in 1997
and now known as Medicare Advantage, provides access to managed care for about 28
percent of Medicare beneficiaries, and about
40 percent in California. Part D was implemented in 2006 and provides prescription
drug coverage to about 33 million.
Today, Medicare covers about 52 million
Americans, including more than 43 million seniors. It now costs about $580 billion annually.
Because Medicare has significant copayments
and no annual limits on out of pocket liability,
seniors, many times, if they can, receive or
purchase additional health benefits.
Congress has considered proposals to
transform Medicare from a defined benefit
program to a defined contribution program.
The primary appeal of this approach, including Paul Ryan’s recent proposal to move
toward a voucher program, is that it limits
the government’s – i.e., taxpayer – future liability for Medicare by shifting it onto seniors
and the disabled.
Why are vouchers such a bad idea for
Medicare? After all, President Obama’s
Affordable Care Act creates a large system of
tax credits – which function like vouchers –
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President Lyndon B. Johnson uses the last of many pens to complete the signing of the Medicare Bill
into law at ceremonies at the Truman Library in Independence, Missouri, July 30, 1 965.

for millions of non-elderly Americans to purchase private health insurance through health
insurance exchanges. The main difference between the Obama and Ryan approaches to reform, however, is that the president’s reform
creates vouchers for use in regulated markets
that are required to sell standard insurance
policies to promote comparison shopping.
“Ryancare” rejects regulating insurance and
relies on the market and at times weak state
regulation.
The real threat to Medicare is not an aging
population with too many retirees and too few
workers paying into the system. It is our nation’s unsustainable growth in health care
spending. The U.S. outspends every other nation by at least 50 percent per capita. Yet, major health indicators show the U.S. lags behind many nations with far less wealth and infrastructure. The reason other countries are
more successful in controlling health care
spending is that most have controls on health
care prices or expenditures, or both. And the
reason most other countries employ price
controls or expenditure caps is they accept
that price competition generally does not
work in most health care markets.
People seek what they believe will be high
quality care. Because quality is difficult to

judge, high cost becomes a measure of high
quality. The single most expensive episode of
health care that most individuals experience –
a hospitalization – does not lend itself to comparison shopping, if there is no significant
regulation of the market. And, because hospitals and doctors generally get paid more for
doing more, the economic incentives remain
upside down.
Medicare exists because private health insurance markets cannot provide comprehensive, universal access to affordable insurance
to seniors without government regulation or
subsidies or both. Government subsidies,
however, without significant regulation are
wasteful, and government regulation without
subsidies cannot make health care affordable.
Medicare should not be dismantled in favor of
a program that shifts significant government
liability to seniors, many of who still have limited income and little or no private pension
savings.
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