Questions & Answers
Q. How is this plan different than other Medicare premium support plans like Wyden-Ryan, or Rivlin-Domenici?
A. Wyden-Ryan and Rivlin-Domenici are both bipartisan plans designed to save and strengthen Medicare by
adopting a premium support model, similar to the Medicare prescription drug benefit. Similar to those proposals,
our proposal strengthens Medicare by adopting a premium support system in which private health insurers and
the government bid to provide Medicare’s health care coverage for individuals within a specified geographic
region. The government contribution toward the cost of the plan would be a fixed amount per individual senior
that is income-adjusted, similar to how Medicare covers a certain percentage of a beneficiary’s costs today, so
lower-income seniors would receive extra help and wealthier seniors would receive less of a contribution.
Our proposal varies from other proposals on some details, and one notable exception is that we would act
immediately to strengthen and improve Medicare so the program is there for seniors today and in the future. We
would require Medicare to provide a new maximum limit on the costs seniors’ might incur because of a hospital
stay or accident, and would force insurance companies and the government-run plan to compete with premium
support starting in 2016.
We cannot wait to save Medicare. We believe now is the time to strengthen and improve Medicare so it is there
when seniors need it. All seniors have the right to choose a Medicare plan that meets their needs, and our
proposal would put patients first and help us keep our promise to seniors by adopting these reforms in the near
future.
Q. Does this plan “end Medicare as we know it”?
A. No, but if the program is allowed to continue on its current course for just a few more years, Medicare as we
know it will end. The biggest threat to Medicare as we know it today is the unsustainable status quo. In fact, the
independent Actuary of the Medicare program has warned that the Medicare Hospital Insurance Trust Fund could
be bankrupt in as soon as four years – by 2016. According to estimates from the non-partisan, independent
Congressional Budget Office, the Medicare Hospital Insurance Trust Fund will be broke in a decade.
We believe that the responsible thing to do is to act now to strengthen and save the Medicare program, ensuring
it is there when seniors need it. It is time for Congress to save Medicare, because Medicare is a critically
important program for the millions of patients who depend on it. It is time to restore trust in America’s patients
and their doctors, instead of more “one-size-fits-all” approaches from Washington. We want a system that forces
the government-run plan and insurance companies to compete for patients’ so their quality choices increase
while costs decrease.
Q. Some Medicare proposals have been criticized for appearing to reduce the deficit, but just shift costs to
seniors. Does that worry you?
A. Our biggest worry is that we are in danger of losing the current Medicare program; action is needed to stabilize
the program and prevent the insolvency of the Medicare Hospital Insurance Trust Fund. It is time to give seniors
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the same kinds of choices that Members of Congress enjoy. The biggest reason to strengthen Medicare now is to
make sure it is there for seniors today and in the future. We need to put patients in charge, so individual seniors
can choose the care they need when they need it. Acting to save Medicare would help reduce the budget deficit,
but we are concerned about the deficit of health care too many seniors face today. Under our proposal, seniors
will have a new limit on their medical out-of-pocket costs, and we want to ensure that the sickest patients can
benefit from targeted care coordination, which will help them improve their health. We can strengthen Medicare
today so it will better cover major diseases and illnesses like strokes, cancer, Alzheimer’s, or heart disease.
Fixing Medicare’s financing is a necessary step toward putting the federal budget on a sustainable path, but fixing
Medicare alone is insufficient to resolve our nation’s fiscal and budgetary challenges. Stregthening and improving
Medicare does not have to be mutually exclusive with putting Medicare on sound financial footing. Our plan does
both and is a win-win for seniors and taxpayers.
Q. Will seniors receive less generous Medicare benefits under premium support?
A. No, the essence of premium support is that seniors all receive the same basic government contribution to
choose a plan that meets their needs (allowing income-adjustment to give wealthier seniors a reduced subsidy).
Under our proposal seniors could choose to stay in a private plan or government-run plan that provides their
Medicare coverage, or they could switch plans. Either way, the Medicare benefit would be the same defined
government contribution per individual senior.
To help deliver better care, our proposal allows some flexibility in benefit design and operation. For example,
patients with a chronic condition like heart disease might choose to get their Medicare coverage from a private
plan that specializes in helping heart patients. But if a patient chooses a plan that costs more than the
government contribution, he or she would pay the difference. If a patient decided they wanted just a basic plan
that was cheaper than the government contribution, they could pocket the difference. Regardless of what plan a
senior chooses, our proposal requires participating plans to be actuarially equivalent to Medicare benefits in
2015.
To ensure the system works for every patient every time, our proposal creates a Medicare Consumers’ Protection
Agency to oversee the government-run and private health care plans to make sure they are offering actuarially
equivalent benefits and are not cheating by only enrolling healthy individuals. Nothing in our proposal
fundamentally changes the Medicare guarantee. Medicare remains a health coverage entitlement program
available for the elderly and disabled.
Q. Does your proposal increase premiums for some seniors?
A. Our proposal would adjust Medicare premiums based on income. There currently are roughly 60,000 individual
seniors on Medicare with annual incomes of $1 million or more, but taxpayers are forced to continue to subsidize
these super-wealthy seniors like they do higher-income earning seniors in Medicare.
At the same time, lower-income seniors would receive extra help under our proposal so they could exercise their
right to choose a health plan that best meets their needs. Our proposal would particularly help some of the lowerincome seniors who currently feel forced to buy expensive supplemental plans because traditional Medicare does
not even provide them a maximum annual out-of-pocket limit to protect them against catastrophe. As a result,
too many seniors who receive a bad diagnosis or end up in the hospital worry about how they are going to pay
their bills while they should be focusing on how to recover and get well.
The average individual on Medicare today receives three times the amount of benefits from the program as they
paid into the system through payroll taxes during their working years. It’s basic math to conclude that a system
paying out three times the amount of money it receives in will face sustainability problems. To address this, our
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proposal would increase some premiums for traditional Medicare, but seniors would enjoy a better benefit as a
result. Seniors would also be able to choose a private plan for their Medicare coverage, and over the long term,
we believe our proposed structural reforms will lower costs for seniors. At the same time, we would make some
common-sense changes to expensive supplemental policies, which would actually allow most individual seniors to
keep more of their own money. Additionally, our proposal simplifies the current maze of co-pays and deductibles
so seniors have more peace of mind because they can better predict costs.
Q. What’s the most important provision in your plan?
A. There are many important pieces of our proposal to strengthen and save Medicare and make it more
sustainable. However, the crucial cornerstone of our reform proposal is to move Medicare from a defined-benefit
to a defined contribution by adopting a premium support model. The key to premium support is that the
government contribution to individual seniors is fixed (based on their income) and does not change whether they
choose to receive their Medicare coverage through a basic plan or an expensive plan, or whether they choose a
government-run plan or private plan.
The Medicare guarantee would remain intact, but instead of a bureaucrat-controlled, price-fixing system that
distorts choices, individual patients on Medicare would benefit from lower costs and improved choices by forcing
private health plans and the government-run plan to compete for their business. This is similar to how members
of Congress and roughly eight million Americans in the Federal Employees’ Health Benefit Program receive their
health care. And this is similar to how the drug benefit works in Medicare. We believe premium support is a
model than can strengthen Medicare so it is there now and in the future when Americans need it. Seniors should
have the same kinds of choices Members of Congress enjoy.
Q. Some premium support plans cap overall growth, but your proposal does not include a cap. Why?
A. While there is no doubt that Congress must put Medicare spending on a sustainable path by restoring
Medicare and putting patients in charge, a global cap on growth is not our preferred approach for restraining
spending. We believe that recalibrating the incentives in the Medicare program, forcing better competition
between private health plans and the government-run plan, and putting patients in charge will go a very long way
toward not only improving Medicare for seniors, but lowering costs and slowing the rate of Medicare’s growth. A
global cap on expenditures may be a well-intended mechanism that some would require for purposes of achieving
a favorable score from the Congressional Budget Office, but based in part on the experience with Medicare’s
prescription drug benefit, we believe patient-centered choice and competition between health plans can go a long
way toward halting explosion of the federal government’s spending in the Medicare program and helping
taxpayers and seniors get a better deal for their dollar. Global caps may be useful budgetary tools in concept, but
in practice, spending caps in Congress are routinely waived and undermined. For example, consider the past
actions of Congress overriding the Sustainable Growth Rate which governs Medicare’s reimbursements to
physicians: for nearly the past decade Congress has routinely waived that statutory budget cap. If lawmakers
found it necessary to achieve further savings in the Medicare program after our reforms were adopted, future
Congresses would of course be able to act to add a cap or other measures.
Q. What happens to Medicare’s prescription drug benefit?
A. Under our proposal, even with structural reform, the Medicare Part D program would continue functioning
basically the same as it does today. Seniors could chose a private plan with integrated drug coverage (like MA
provides) or they could chose the newly-competitive government-run plan to receive their Medicare benefit and
separately purchase drug coverage. Under our proposal, Medicare’s prescription drug benefit will continue to be
voluntary.
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Q. Some have suggested that the “premium support” approach does not include enough regulation and
consumer protections to ensure seniors are treated fairly. How does your plan address this?
A. We absolutely believe that it is important to have adequate regulation and enforcement of rules to ensure
there is a level playing field and individual patients on Medicare are protected. Our proposal creates a new
Medicare Consumers’ Protection Agency to oversee the competition between insurance plans in a manner similar
to how the Office of Personnel Management oversees the Federal Employees’ Health Benefits Program (FEHBP)
that provides health coverage to Members of Congress and their staff, and all federal employees. Under FEHBP,
the federal Office of Personnel Management administers a system of private health plans that cover
approximately 8 million people. For 2010, enrollees in FEHBP functionally can choose between five and 15
options, depending on where he or she resides.
Q. So how the Medicare Consumers’ Protection Agency (MCPA) work?
A.

Here is an explanation.
General operations
MCPA would be authorized to contract with insurance carriers; approve health benefits plans for participation
in the program based on established standards; determine the times and conditions for open seasons during
which eligible individuals may elect coverage or change plans; make information available to seniors
concerning plan options; apply administrative sanctions to health care providers who have committed certain
violations; and advise Congress on the financing of the program.
Negotiations with plans
MCPA would also review proposals for rates (premiums) for the traditional Medicare plans and private plans
in relation to many factors, including the cost of covered services, managed care initiatives, the plan’s past
experience, health care utilization patterns of the enrolled group, and health care cost inflation in general.
Pursuant to the negotiations, MCPA and the plans would agree to specific terms and conditions each party is
obligated to meet in the next contract year. MCPA would have a relatively small staff of actuaries and
employees who negotiate with carriers, monitor plans and contracts, and generally oversee all aspects of
program administration. Health plans would make contracts with MCPA for at least one year and may be
made automatically renewable in the absence of notice by either party of intention to terminate.
Regulation of Plans
MCPA would ensure a participating health plan is licensed to sell group health insurance under state law in
every area of a state in which it operates as an MCPA plan. Nationwide plans must be licensed in every state.
HMOs must have an internal quality assurance program, and must credential and periodically re-credential
participating providers.
Additional Consumer Protections
MCPA would oversee a range of quality reporting efforts. All plans must also complete quality assurance
reports as well as fraud and abuse case reports. Additionally, HMOs with more than 500 enrollees must
complete the Health Plan and Employer Data Information Set (HEDIS), which includes clinical performance
measures based on information such as members’ medical records. These measures help to compare how
well plans prevent and treat illness. Each year MCPA plans with 500 or more subscribers must survey a
portion of their members using the Consumers Assessment of Health Plan Survey (CAHPS) and report its
results.
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Q. Your proposal makes changes to Medigap plans. Do these types of supplemental plans really lead to
increased costs?
A. The reality of overutilization is noticeable when one examines the data. According to the Kaiser Family
Foundation’s analysis of data from the Medical Expenditure Panel Survey (MEPS) and other sources, in 2009, “88
percent of people covered by standardized plans were in plans that covered 100 percent of Medicare’s required
deductibles and coinsurance, or all except the Part B deductible.”1 This means that more than 8 in 10 seniors with
Medigap plans currently have plans that cover all deductibles and co-pays, or all except the Part B deductible.
In fact, because of the large numbers of seniors with Medigap coverage, it is almost impossible to adequately
reform Medicare without addressing Medigap coverage. As the Kaiser Family Foundation noted, “in 2008, about
one in six Medicare beneficiaries, over 7 million, had an individually purchased Medicare supplemental insurance
policy, known as Medigap (and no other source of supplemental coverage).”2 But the actual number is likely even
higher. According to America’s Health Insurance Plans, “in 2011, enrollment in Medigap coverage increased by
about 300,000 policies to 9.7 million, up from 9.4 million Medigap policies in force in December 2010.”3
There is also good reason to think that Medigap reform would actually reduce many seniors’ costs. In fact, in a
report, “Potential Effects of Benefit Restrictions on Medicare Spending and Beneficiary Costs,” the Kaiser Family
Foundation examined a policy option that would “prohibit Medigap policies from paying the first $550 of
enrollees’ cost sharing and requiring that they cover no more than half of Medicare’s additional required cost
sharing up to a fixed out‐of‐pocket limit.”4
Under their modeling of this option, Kaiser found that the “majority of Medigap enrollees are projected to see a
reduction in net out-of‐pocket costs (including premiums).” 5 In fact, under this scenario, four out of five seniors
would save money, and some seniors could save more than $1,000 annually. 6 Kaiser notes that “if premium
reductions were fully proportionate to the drop in expenses, the savings for the average beneficiary would be
sufficient to more than offset his or her new direct outlays for Medicare cost sharing.”7 This is a stunning
admission that seniors are paying too much for costly supplemental coverage that encourages overutilization,
unnecessarily costing the Medicare program.
Some have expressed concerns that simply prohibiting first-dollar coverage for Medigap could negatively impact
some seniors by increasing their uncertainty or reducing their choices.8 Others have expressed concern that
making changes to Medigap insurance will lead to what insurance analysts call “adverse selection” – a market
dynamic where individuals who are older and sicker ( and costlier to insure), will be virtually the only ones buying
the Medigap product. The thought is that if only older, sicker seniors buy Medigap policies, the price of Medigap
policies will skyrocket and leave those most needing some supplementary coverage without unaffordable
coverage.
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Both of these concerns are well-intended, but we believe such concerns are misplaced for two important reasons.
First, such concerns appear contradicted by a number of experts and a wide range of empirical analysis. It’s worth
considering a few more data points:
 In one study, even when researchers controlled for “health status, chronic conditions, functional limitations,
and other factors that explain spending variations across supplemental insurance categories,” they found that
supplemental insurance resulted in a higher probability and greater level of Medicare spending, particularly
for Part B services. 9
 Another study found that “models indicate that Medigap and employer-provided enrollees spend
approximately $1,000 and $1,500 more annually, respectively, than those without supplemental coverage”
and “Medicare supplemental coverage appears to add $5.5 billion annually to the federal budget.”10
 And yet another study found that there was little chance of adverse selection in Medigap, but “on average
individuals with Medigap insurance coverage spend about $2,119 more on health care than similar individuals
without Medigap. This is a 32% increase….”11
Q. The new health care law cut more than $200 billion out of the Medicare Advantage program. Why have I not
seen more seniors impacted by these cuts?
A. Most of these cuts have not yet gone into effect. In fact, in 2011, less than one percent of the total MA cuts
(more than $200 billion) were actually implemented.12 The impact of the cuts were partially mitigated by an
unprecedented nationwide $8.3 billion “demonstration” in MA that we suspect had more to do with the political
calendar and electioneering than preventing seniors from losing their high quality private Medicare plans.13 But
once the cuts are fully phased in, both the independent Congressional Budget Office and the independent Chief
Actuary of the Medicare program warn that MA participation will be severely reduced.
Q. Most seniors already have the choice of a private plan in Medicare Advantage, so why do you think your
approach will offer better choices and competition?
A. It is true that more than one in four seniors receives their Medicare benefits from a commercial plan under the
Medicare Advantage (MA) program, but the problem today is that MA and traditional Medicare do not compete
against each other. We believe we should transition to a system in which the government is neutral about what
plan a senior chooses, a system in which money follows the senior, not the system.
Moreover, as former director of the Congressional Budget Office Alice Rivlin explains:
“Medicare Advantage already offers private plans to Medicare beneficiaries. However, if a private
healthcare plan currently has lower costs than FFS Medicare in its area, it cannot offer to rebate the entire
cost difference to enrollees as an incentive to sign up. Instead, it must increase benefits – which in and of
itself increases Medicare spending. Therefore, beneficiaries in areas with high FFS Medicare costs who
enroll in private plans receive a host of free supplementary benefits, financed by the government. There is
no policy justification for selectively offering free, government-financed supplementary benefits to
beneficiaries in one geographic region but not another.”14
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Q. Your proposal would repeal the Independent Payment Advisory Board. Doesn’t this mean that costs will just
increase under your proposal?
A. We realize that the nonpartisan Congressional Budget Office has estimated the Independent Payment Advisory
Board (IPAB) will reduce Medicare expenditures in the long run. However, we do not believe the IPAB is a tenable
way to manage the Medicare program’s spending growth. Instead, we believe that empowering seniors with
more meaningful, transparent choices will go a long way towards achieving meaningful savings and putting
Medicare spending on a more sustainable path over the long-term. Moreover, we believe our proposal, if fleshed
out in legislative language and scored by the Congressional Budget Office, would save more than the IPAB over a
10 to 20 year period. We believe our approach is more preferable to across the board provider cuts (IPAB’s basic
expenditure reduction mechanism) which would effectively delay and deny seniors’ access to care.
Q. Some critics of premium support have suggested Medicare actually has a better record than the private
sector in controlling health care costs. Is this true, and wouldn’t this mean your proposal is headed in the
wrong direction?
A. Excess cost growth for Medicare has far exceeded that of private health care and total health spending in the
past. According to CBO, that holds true over the 1975 to 2008 period. Recent declines in the rate of Medicare’s
spending growth are a historical anomaly that many analysts attribute to the frail economic situation. Our
premium support proposal is designed to save money by reining in health care cost growth in Medicare, in large
part by creating robust competition among private insurers and the government-run plan and establishing a level
of consumer choice that is routine in every aspect of our economy.
Furthermore, our structural changes to Medicare over the longer-term are modeled on the competitive bidding
structure of the Federal Employees’ Health Benefits Program (FEHBP), and FEHBP has historically outperformed
Medicare (over both the period from 1975 to 2009 and from 1975 to 2001). Comparisons often understate
FEHBP's superior cost control experience because figures are not adjusted for the aging of the federal workforce
and the growth in the retiree population as a proportion of FEHBP enrollees.
Q. Currently waste, fraud, and abuse are a significant challenge to the integrity of the Medicare program. Does
your proposal make a dent in this problem?
A. Absolutely. Our proposal would dramatically reduce the incredible waste and fraud in traditional Medicare.
Currently, the traditional Medicare program is vulnerable in several significant ways.
First, let’s look at how it works now. Currently, traditional bureaucrat controlled Medicare’s billing system is often
described as a “pay and chase” payment system where claims are paid, then overpayments and fraudulent
payments are “chased” after the fact. The Medicare program is required by law to pay claims within weeks, which
is designed to ensure that providers and suppliers receive reimbursement in a timely manner. But this very
predictability also can be abused by fraudsters who may bill Medicare using stolen provider and beneficiary
numbers.
There is also effectively no financial incentive in the traditional Medicare plan to prevent the payment of
inaccurate or fraudulent claims. The only structural incentives to ensure integrity in the program are operative
after bills have already been paid.
Another problem is that, the Medicare program effectively has had to take all providers and suppliers into its
ranks of participants who can bill Medicare. When it was created, this rationale was well-intended and designed
to ensure no provider or supplier was unduly discriminated against. However, this has had the effect of tilting the
balance in favor of allowing providers and suppliers to participate in the program and bill Medicare, and it is
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harder to police participants once they are in the program. As the Deputy Inspector General for the U.S.
Department of Health and Human Services explained, “since its inception, Medicare has been a program that
allows “any willing provider” to provide services for beneficiaries. In other words, we have treated participation in
15
our programs as a right, instead of a privilege.”
Additionally, the Medicare program is a web of complex, detailed, and often confusing payment rules. This makes
program management and oversight a challenge. The net effect, as health care analyst Michael Cannon explains,
is a huge challenge policing the program: “For providers, Medicare is like an ATM: So long as they punch in the
right numbers, out comes the cash. To get an idea of the potential for fraud, imagine 1.2 million providers
punching 1,000 codes each into their own personal ATMs. Now imagine trying to monitor all those ATMs.”16
Our proposal would realign incentives and increase program integrity in several ways. First, by transitioning to a
defined benefit to a defined contribution, seniors in Medicare will have an incentive to be smarter consumers of
health care dollars.
Second, by transitioning to a competitive system where private health plans and the government-run plan are
forced to compete for seniors choosing their plans, plans would have a strong incentive to self-police and look
inward to root out waste, fraud and abuse. As private plans reduce internal exposure to fraud, they can reduce
their overhead costs and fraud loss, and be more competitive relative to other plans.
Third, operating a program with more uniform (and fewer) transactions from the federal perspective could help
reduce taxpayer exposure to fraud or improper payments. Critics may point out that current private plans in
Medicare – Medicare Advantage and Part D drug plans – still have fraud and vulnerabilities to waste and abuse.
These critics would be right. No system will eliminate fraud, waste, and abuse. When the federal government
spends billions of dollars on millions of people, there will always unfortunately be some level of overpayment and
fraud and waste. However, forcing private plans to compete against traditional Medicare would help realign
incentives and allow seniors to choose a plan they believe best meets their needs based on cost, quality, and
outcomes.
Q. Curbing runaway Medicare spending seems to be important to you. So how much does your proposal save?
A. We do not yet have a concrete, specific amount of “savings” outlined, but we believe our proposal could save
between $200 billion and $500 billion over a decade. This broad range estimate falls between the estimated
savings from the bipartisan Rivlin-Domenici and Lieberman-Coburn proposals.17 In coming months we will be
further developing our core legislative principles and filling in some details of this proposal, and we welcome our
colleagues and stakeholders to participate in that process.
Q. How is your proposal different than choices of private plans through Medicare Advantage?
A. There are three key differences.
1. Currently, Medicare Advantage plans whose bids come in lower than the benchmark established in the
bidding process effectively have to offer more benefits to beneficiaries, rather than lower costs. Under
our proposal, plans would be able to pass savings on to seniors.
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2. Medicare Advantage plans bids are made with reference to Medicare fee-for-service. This imports all the
cost distortions and inefficiencies of basic Medicare’s fee-for-service system. Our proposal requires real
competition between private plans and the government-administered plan so seniors can benefit from
lower costs.
3. Our proposal preserves choice in the Medicare program, compared to the Patient Protection and
Affordable Care Act which included reductions to Medicare Advantage plans so large that the Actuary of
the program projects enrollment in MA plans will be cut in half by 2017.
Q. The Congressional Budget Office recently released an analysis showing that a wide range of efforts in the
Medicare program to offer care coordination did not necessarily save money. How does this square with your
care coordination proposal?
Our proposal envisions a care coordination benefit that is:
1. Transitional – Offered before premium support starts in 2016.
2. Targeted – Directed toward the highest cost, highest risk seniors based on their clinical profile and
medical need. These are the seniors who cost the Medicare program the most and would benefit the
most from care coordination.
3. Voluntary – No senior would be forced to participate, but any senior meeting certain standards-of-need
would be eligible to participate.
4. Offset – While it is designed to be budget-neutral, any associated costs would be offset by savings from
other reforms.
Q. How is asking wealthier seniors on Medicare to pay more in premiums different than asking wealthier
Americans to pay more in taxes?
A. There are five key differences.
1. Individual payroll taxes only fund roughly 40 cents of every dollar in Medicare benefits. So merely
increasing payroll taxes does not solve Medicare’s significant funding shortfall for all beneficiaries.
2. Because money is fungible, increasing payroll or others taxes does not mean that those taxes would
actually will fund Medicare. In fact, there is no guarantee that Congress would use increased revenue to
fund Medicare, instead of waste it on new bureaucratic programs.
3. Beneficiary premiums, rather than payroll taxes, are more likely to have an impact on helping curb
overutilization. Therefore, increasing premiums for wealthier seniors is more likely to restrain
overutilization than hiking their taxes. We cannot tax our way out of the financing challenges facing the
Medicare program, but we can put in place common sense Medicare reforms, like income-adjusted
premiums, which will help ensure patients are seeking appropriate care.
4. Depending on the type of tax envisioned, wealthier Americans who might be subject to a tax also are the
ones who are most able to hire accountants to find loopholes, move around income, and reduce their tax
liability.
5. Tax hikes can have a negative effect on economic growth.
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