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2019 Medicare Trustees Report

• The Part A Medicare Hospital Trust Fund will only have enough money to 
fund 89% of its costs by 2026.

• Part A could be kept solvent by increasing the Medicare payroll tax from 
2.9 to 3.81 %—or by cutting provider spending by 19%.

• Total Medicare costs are projected to grow from 3.7% of GDP in 2018 to 
5.9% by 2038.

• Over the next five years the trustees project that Part A expenditures will 
grow at an annual rate of 7%—it averaged 3% during the past five years.

• Reserves in Part A decreased by $2 billion in 2018—to a total of $200 
billion.

• Part B and D are in much better shape because they get to reset their 
beneficiary premiums and general revenue draws annually.

• But Part B and D costs are also expected to rise—from 2.1% of GDP now to 
4% of GDP over the next 75 years.



Slower Growth in Medicare and Medicaid Spending per 
Enrollee Would Have Implications for Policy Debates 

RWJ/Urban Institute February 2019

• The most recent CMS projections suggest significant increases in growth in 
spending per enrollee in public programs from 2017 to 2026.

• But that would take continued economic prosperity leading private and 
public payers to ease up on cost containment efforts and if inflationary 
pressures increase input prices. 

• The CMS projections also incorporate an expectation that a new wave of 
blockbuster drugs will emerge over the next decade. 

• Moreover, the Trustees assume the aggressive Medicare payment policies 
that have characterized the last decade may be hard to sustain, especially 
in the face of rising input prices. 

• In general, the current CMS projections appear consistent with the view 
that the recession and sluggish recovery were the dominant reasons for 
the slow growth in spending in recent years, and that a return to higher 
rates is inevitable. 



RWJ/Urban Institute February 2019…

• Some would argue, however, that the recent slowdown in spending 
growth involved more fundamental structural changes to the health 
care system, which suggests that the projections could be overstated. 

• The slower growth in recent years seems to be due to higher 
deductibles, health plans with more limited provider networks, and 
aggressive payment policies in public programs. 

• Together, such policies have reduced the flow of revenues to 
providers and may have caused them to adjust their cost structures. 

• There are no clear signs that a reversal of these policies is on the 
horizon and therefore there is limited justification for the large 
projected increases in per enrollee spending growth in Medicare and 
Medicaid over the next decade. 



Trump Administration Efforts to Help Rural Hospitals

• Currently, the Medicare hospital payment formula uses the wage 
index as a proxy for how to set reimbursement levels—thereby paying 
hospitals in lower cost rural areas less than urban areas.

• The Department of Health and Human Services Office of Inspector 
General found that the index may not accurately reflect local labor 
prices and, therefore, Medicare payments to some hospitals “may not 
be appropriately” adjusted for local labor prices.

• The CMS final rule will increase Medicare payments to the mostly 
rural hospitals in the lowest 25th percentile and decrease the 
payments to those in the highest 75th percentile. 



Trump Administration Plans to Help Rural Hospitals…

• The gap is most acute in the South, where 14 of the 20 states account 
for the lowest median wage indices.

• Alabama’s hospitals — most of which are rural — stand to gain an 
additional $43 million from Medicare next year from this adjustment.

• Any changes in the calculation of Medicare payments must be 
budget-neutral—higher paid markets will see a decrease in order to 
pay for higher payments to rural areas.

• The policy will be effective for at least four years starting in federal 
fiscal 2020—on Oct. 1, 2019.



The 2020 Elections and Health Care



A Problem Unsolved



What Might a Trump/Republican Health Plan Look Like?

• Graham/Cassidy 2017 Bill – Would have taken Obamacare’s Medicaid 
and insurance subsidy money, reduced it, then sent it to the states in 
the form of a block grants that would have given states wide flexibility 
to develop their own plans.

• Graham/Cassidy would have theoretically allowed states to charge 
sick people more in the individual market, the distribution formula 
could have hurt Medicaid expansion states more, and would have put 
a cap on how fast block grants could grow.

• Trump’s current budget also proposes using state block grants to 
replace Obamacare funding but with even less growth than 
Graham/Cassidy.

• Trump’s latest budget was vague on insurance protections but set 
aside 10% of funds for people with pre-existing conditions (risk 
pools?).



Trump Administration on Price Transparency

• Trump administration has finalized a drug advertising rule that 
requires pharma industry to display the list price in TV ads—that was 
blocked in July by a federal judge.

• Trump administration backing a proposal by Florida (passed by the 
legislature and signed by the governor) to allow drug reimportation to 
lower potentially all residents’ drug costs.

• In addition to authorizing the state to move ahead with importing 
drugs from Canada for state-backed programs such as Medicaid and 
prison health care, the law also creates a separate international drug 
program that Florida residents could utilize.

• The Florida law requires the HHS Secretary to certify such drugs are 
safe.



Trump Administration on Price Transparency…

• Trump administration will move ahead with proposed rules that 
would allow drug importation from Canada on a demonstration basis 
and conditionally certify that the importations would not put the 
public at risk.

• Trump administration has also proposed a regulation that would  
require insurers and hospitals to disclose the discounted rates they 
negotiate for services.

• However, this disclosure rule is coming under significant criticism 
from providers and insurers.



The Democratic Health Care Proposals Are Multiplying

• Senator Bernie Sanders (I-VT) has proposed a Medicare-for-All single-
payer program to replace the entire system.

• Announced 2020 Democratic presidential candidates Elizabeth 
Warren (D-MA), Kamala Harris (D-CA), Cory Booker (D-NJ), and Kirsten 
Gillibrand (D-NY) originally signed on to Sanders’ Medicare-for-all bill.

• Only Sanders and Warren now support the Sanders plan.
• Harris has now authored a plan that would create a Medicare-for-all 

plan that would be phased in over ten years but also continue to offer 
a private Medicare Advantage-like option.

• Joe Biden has said Sanders Medicare-for-all plan would mean that 
“Medicare goes away as you know it.



The Democratic Health Care Proposals…

• Biden would dramatically improve coverage in the Obamacare 
exchanges by adding a “public option,” reducing co-pays and 
deductibles by tying subsidies to the much richer Gold Plan, enabling 
all families to be eligible for subsidies (now capped at 400% of the 
federal poverty level), and capping premium costs at 8.5% of income 
instead of 9.86%.

• Biden would also allow those currently getting employer health 
insurance to take advantage of his public option.

• Gillibrand, Buttigieg, Castro, Bennet, Klobuchar, and O’Rourke have in 
one way or another praised the public option as a means toward 
more universal coverage without forcing people to give up their 
private employer-provided health insurance. 



The Democratic Health Care Proposals…

• O’Rourke: People could keep their workplace coverage or get 
automatically enrolled in Medicare.

• Hickenlooper: Wants “a public option that allows some form of 
Medicare that maybe is a combination of Medicare Advantage and 
Medicare, but people choose it.”

• Buttigieg: “Medicare-for-all who want it.”
• Representative Pramila Jayapal (D-WA), the co-chair of the 

Progressive Caucus, and 100 co-sponsors, have proposed a Canadian-
like single payer Medicare plan that would establish global budgets 
for every hospital and nursing home. It would also cover dental, 
vision, long-term care, and nursing home care. There would be no co-
pays.



The Democratic Health Care Proposals…

• A coalition of 101 more moderate “New Democrats” has put 
encouraging “the Committees of jurisdiction to prioritize 
strengthening the Affordable Care Act (ACA) and continue the path 
toward universal affordable coverage” as their first priority in this 
Congress. They are calling for by reinstating cost sharing subsidies to 
carriers for out-of-pocket costs, providing reinsurance dollars to help 
insurers with the sickest patients, and letting states auto-enroll 
patients in the individual marketplaces.













Expect to See the Cost of Employer-Based Care Become a 
Bigger Issue





The Implications of “Medicare for All” for US Hospitals
JAMA - Published Online  April 04, 2019











Medicare Advantage Switchers Had Lower Costs

• Researchers also found that the trend held steady among seniors with 
the same chronic health conditions. 

• Traditional Medicare enrollees with diabetes in 2015 who opted for 
an Advantage plan the next year had Medicare spending that was 
$1,072 lower in 2015 than similar seniors with diabetes who stayed 
put.

• Moreover, the difference in spending increased with the number of 
chronic conditions a patient had. Seniors with 10 or more chronic 
conditions who enrolled in Medicare Advantage in 2016 spent $2,773 
less in 2015 on average than seniors with the same number of chronic 
conditions who remained in traditional Medicare. 

• Meanwhile, seniors with just one chronic condition who enrolled in 
an Advantage plan in 2016 had Medicare spending that was $512 less 
in 2015 than similar beneficiaries who did not switch.



Medicare Spending Lower For Those Who Switch to MA…

• In one year alone, if the average difference in Medicare spending in 
2016 applied to just 10% of Medicare Advantage enrollees, it would 
amount to more than $2 billion in excess spending, researchers 
wrote.

• That trend was evident no matter how researchers sliced the data.
• The difference in spending was present for all age groups and both 

genders. 
• Medicare spending for dual-eligible patients who enrolled in 

Medicare Advantage plans in 2016 was also lower in 2015 than 
spending on dual-eligibles who stayed in traditional Medicare.



Medicare Spending Lower For Those Who Switch to MA…

• The Medicare Payment Advisory Commission (MedPac) reports, after 
severity adjustments, MA plans in 2019 will be paid on par with 
Medicare fee-for-service and, when quality bonuses are excluded, will 
cost the system 2 percent less than fee-for-service, even though they 
provide expanded benefits compared to fee-for-service. 



Health Insurer Profits at All Time Highs

• Affordable Care Act exchange insurers hiked premiums higher than 
necessary in 2018 and now expect to pay out $800 million in rebates 
to individual market customers this year because they did not meet 
the medical loss ratio threshold, according to a Kaiser Family 
Foundation

• Health insurance profits have been on the rise. The eight largest 
publicly traded insurers posted net income of $9.3 billion in the first 
quarter of 2019, an increase of 29.9%. They made a combined $21.9 
billion in profits over the course of 2018.



Continued Focus on PBM Spread Pricing
• PBM prices for generic drugs in the MassHealth managed-care organization 

program were higher than the acquisition prices for 95% of the 
pharmaceuticals analyzed in the fourth quarter of 2018 and exceeded 
Medicaid fee-for-service prices for 42% of the products, the Massachusetts 
Health Policy Commission found.

• Spread pricing contrasts with the "pass-through model," where PBMs 
charge payers the same amount that they reimburse pharmacies, plus a set 
administrative fee.

• In the analysis, the PBM price exceeded the fee-for-service price per 
prescription by at least $10 for nearly 25% of drugs analyzed and was at 
least $50 higher for approximately 10% of the products. 

• MCOs paid an average $159 per prescription of opioid overdose drug 
buprenorphine, 111% higher than the average fee-for-service price of $75.

• PBMs charged commercial plans an average of $1,811 more per 
prescription for the generic version of the leukemia drug Gleevec than their 
acquisition cost. 



Federal Government Targets of Opportunity for Revenue

• Medicare Advantage plans arguably overpaid.
• Insurance Industry profit margins.
• Hospital industry profit margins have never been higher particularly in 

the wake of ongoing consolidation.
• Drug industry currently political target of legislators and regulators.
• PBMs a target over their lack of transparency.



The Potential for a Number of Smaller Health Care Bills to Pass 
in 2019



Democratic House Passes A Suite of Bills in Mid-May

• Speaker Pelosi: “There’s been a relentless campaign of sabotage by 
the Trump administration to deny people health care, and thankfully, 
the new Democratic majority in the House has taken action.” 

• The Dems tried combining bills to protect Obamacare with several 
bipartisan measures to address high drug prices.

• But Republicans didn’t go along.
• Republican Greg Walden: “By jamming together our bipartisan efforts 

to lower drug costs with clearly partisan bills to bail out Obamacare, 
Democrats are once again putting politics — and partisanship — over 
bipartisan policy,” said Representative Greg Walden, Republican of 
Oregon. 



Democratic House Passes A Suite of Bills in Mid-May…

• The vote was 234 to 183, with five Republicans siding with the 
majority. 

• One bill would restore $100 million in funding the Trump 
administration had cut for “navigator” groups, another would reverse 
the Trump administration’s short-term health insurance plans.

• Another bill would provide money for the 39 states that rely upon the 
federal exchanges to start their own state-run exchange.

• To lower the price of drugs, one bill would ban pay for delay deals in 
which brand-name manufacturers pay makers of generic 
pharmaceuticals to delay bringing a lower-priced drug to market. 

• Another would loosen the rules on the exclusive six-month sales 
period that a generic drug maker gets when it is the first to market 
after a brand-name drug loses its patent protection. 



Democratic House Passes A Suite of Bills in Mid-May…

• It would make it easier for generic companies to get samples of 
brand-name drugs for testing.

• Trump has said he would veto the Democratic bill—but won’t have to 
since it cannot pass the Senate because of its attempts to improve 
the ACA.

• House Democrats also trying to rally support in their own caucus for a 
drug pricing control bill. 

• The first version would have used arbitration to set prices for the 
most expensive.

• Now looking at direct negotiation on a minimum number of priciest  
drugs (25) each year for entire market.



Alexander/Murray Senate Health Care Bill
• A Senate bill mark-up in late June by a vote of 20-3—led by the 

Senate HELP Chair Lamar Alexander and Ranking member Patty 
Murray.

• Alexander/Murray bill includes action on surprise medical bills as well 
as the bipartisan drug cost control proposals and price transparency 
in a very large catch-all health care bill.

• On surprise medical bills, health plans would pay a standard 
benchmark for physician pay at the local commercial median 
contracted rate when a provider is out of network. 

• Patients would be held harmless from surprise bills—patients only 
required to pay the in-network amount for emergency services, 
ancillary out-of-network services, and out-of-network diagnostic 
services at in-network facilities.



Alexander/Murray Senate Health Care Bill…

• Patients would only be required to pay the in-network cost sharing 
amount for air ambulance and providers wouldn’t be able to bill 
patients for more than that.

• Bans “anti-steering” provisions where hospitals through their 
insurance contracts keep patients from choosing treatment at 
competing health systems.

• Bans “all or nothing” clauses where hospitals force insurers to 
contract with all affiliated facilities.

• Prohibits dominant health insurers from being able to hold providers 
to “most favored nation’s” clauses.

• Prohibits PBMs from doing “spread pricing”—instead they would 
have to pass on the full rebates to the plan sponsor as well as provide 
quarterly reports to the sponsor on costs, fees, and rebates.



Alexander/Murray Senate Health Care Bill…

• Requires brokers and consultants to disclose direct and indirect 
compensation.



Bipartisan Senate Finance Committee Proposal

• Authored by Senate Finance Chair Chuck Grassley (R-IA), and Ranking 
Democrat Ron Wyden (D-OR).

• Would cap senior Part D Drug plan out-of-pocket costs at $3,100 a 
year beginning in 2022.

• Would cap the annual increases in Medicare drug costs to the rate of 
inflation.

• Drug makers that raised their prices faster than the rate of inflation 
would have to rebate the difference to the federal government.

• The proposal would save the federal government $100 billion in 
government drug costs over ten years according to the Congressional 
Budget Office (CBO).

• The proposal would also save consumers $32 billion in lower 
premiums and out of pocket costs over ten years.



Bipartisan Senate Finance Committee Proposal…

• Outlook for any health care bills will be highly dependent upon 
Democrats not adding any “poison pills” to improve Obamacare 
insurance exchanges and the degree to which insurers, drug 
companies, and provider groups oppose Congress going after their 
share of the pie.

• The Congress will also have to deal with the Obamacare taxes as part 
of year-end spending bills—Health Insurance Tax (HIT) 2020, Medical 
Device Tax 2020, “Cadillac” Tax 2022.



2020 Presidential Election
Democratic Candidates



Iowa Democratic Caucus



November 2020 General Election



The Long-Term Health Care Policy Outlook:

Largely Status Quo Until One Ideological Side Can Capture a 
Governing Majority

The Democrats: Strong Opinions But a Split Between the Far 
Left and More Moderate Members

The Republicans: A Lack of Ideas 
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