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The current deficit crisis has spurred the creation of several 

proposals for curbing health care spending growth

Even with the passage of ACA, US health care 

spending is on an unsustainable trajectory …

• National Commission on Fiscal 

Responsibility and Reform 

(Bowles-Simpson)

• The Debt Reduction Task Force 

and Bipartisan Policy Center 

(Domenici-Rivlin)

• “A Long-Term Plan for Medicare 

and Medicaid” (Rivlin-Ryan)

• A Roadmap for America’s Future 

(Ryan)

• Bending the Curve I and II    

(Engelberg Center for Health 

Care Reform)

… leading to multiple efforts 

focused on reducing health 

care costs:

SOURCE: CBO



Bending the Curve’s proposal for curbing growth in healthcare 

costs is strategically consistent with most major proposals

Speeding payment reforms away from traditional volume-based 

payment systems so that most health payments in this country align 

better with quality and efficiency

Implementing health insurance exchanges and other insurance 

reforms in ways that assure most Americans are rewarded with 

substantial savings when they choose plans that offer higher quality 

care at lower premiums 

Reforming coverage so that most Americans can save money and 

obtain other meaningful benefits when they make decisions that 

improve their health and reduce costs 
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Over the next five years, we propose driving cost out of the 

system by:



Long-term goals: Speed payment reforms away from 

traditional volume-based payment systems1

1. Design Medicare payment reform pilots, 

demonstrations and programs to achieve 

rapid innovation, synergy, and scalability

2. Coordinate CMMI and other Medicare pilot 

initiatives to promote collaboration with 

private and state payers, as well as across 

federal initiatives 

3. Build comparable data collection, 

aggregation, analytics and reporting 

capabilities to rapidly develop evidence of 

the impact of reforms on cost and quality. 

4. Strengthen and clarify the authority and 

capacity and of the Independent Payment 

Advisory Board (IPAB) to apply pressure to 

the current FFS payment model 

… what remains to be doneWhere we are today …

• ACA offers a number of alternatives 

to traditional FFS provider payments

• High uncertainty on ability of these 

measures to effectively control cost, 

especially with regard to:

– Connecting payment to quality

– Reducing unnecessarily costly 

services

• No clear path to identify, quicky 

implement or scale effective 

combinations of payment reforms

• Concern that political pressure may 

“undo” efforts of health reform



Long-term goals: Reward Americans choosing plans offering 

higher quality care at lower premiums with substantial savings2

1. Set a clear process for promoting vigorous 

competition among plans in insurance 

exchanges

2. Develop viable alternatives to avoid 

adverse selection, especially if it is difficult 

to achieve a strong mandate for individuals 

to obtain coverage 

3. Provide comparative monitoring and 

evaluation of insurance exchanges across 

states based on their performance

… what remains to be doneWhere we are today …

• ACA provides opportunity to 

enhance plan competition based on 

quality and efficiency through:

– State exchanges

– Reinsurance and risk adjustment 

provisions

– Minimum coverage requirements

• ACA is not clear on whether a broad 

array of innovate plan designs will 

be permitted

• Value-based, lower-cost options will 

be necessary to achieve broad 

based participation needed to keep 

coverage costs down



Long-term: Reward Americans choosing plans offering higher 

quality care at lower premiums with substantial savings3

… what remains to be doneWhere we are today …

• Excise tax under ACA important 

step in addressing incentives 

behind high-cost, rich benefit plan 

options

• Number of political and structural 

uncertainties could weaken the 

impact of this provision, especially 

considering its 2018 implementation 

• Little progress in giving ACA 

beneficiaries opportunities to save 

money when choosing coverage 

and care that costs less while 

meeting needs

• Much more could be done to 

enhance preventative care and 

reward consumers for changes in 

behavior that reduce health costs

1. Maintain excise tax and consider 

legislation to strengthen this provision

2. Reform Medicare FFS benefit design and 

implement a competitive plan choice 

process

3. Provide clarification or loosen restrictions 

around existing laws and regulations, 

which may impede health plans from 

adopting value-based design options 

4. Develop and expand demand-side 

wellness incentives, including premium 

rebates, that provide all consumers with 

opportunity participate and save



Bending the Curve’s long-term goals for curbing health care 

spending growth tracks with most major deficit reduction plans

Bowles-Simpson Domenici-Rivlin Ryan FY 2011 Budget

Benefit 

Design

• Fix SGR

• Bundle post-acute care 

Medicare payments

• Global budget for fed 

healthcare spending 

at GDP + 1%

• Pilot premium support 

through FEHB

• Reform Medicaid 

financing system to 

prevent state gaming

• Transition Medicare to 

premium support model 

starting in 2018

–Limit growth in Fed 

support to GDP +1%

–Maintain traditional 

Medicare as default 

• Incentivize states to 

reduce costs

• Premium support model 

for Medicare

–2022: new  benes 

purchase private plans 

with means-adjusted 

subsidy indexed to CPI 

• Medicaid block grants

– Indexed for population 

growth and inflation

• Reduce or eliminate 

tax exemption for ESI

• Reform Medicare cost-

sharing: $550 annual 

deductible (A&B), 20% 

coinsurance above 

deductible and $7,500 

OOP max

• Reduce or eliminate 

tax exemption for ESI

• Levy excise tax on 

sweetened beverages

• Rise Medicare Part B 

premiums from 25% to 

35% of total program 

costs over 5 years 

Payer 

Incentives

Provider 

Payment

• Fix SGR

• Repeal CLASS Act 

• Flexibility for private plan 

and state innovation

• Harness market forces 

through increased 

competition and 

consumer choice

• Fix SGR

• Reform CLASS Act

• Aggressively 

implement and expand 

payment pilots 
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We encourage you to explore our detailed recommendations from 

latest Bending the Curve report online

Full-text available at: 
http://www.brookings.edu/reports/2

010/10_btc_II.aspx

Full-text version includes:

• Additional context from 

original report

• Detailed sub-

recommendations

• Breakdown of legislative 

vs. regulatory actions

http://www.brookings.edu/reports/2010/10_btc_II.aspx
http://www.brookings.edu/reports/2010/10_btc_II.aspx
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BACK-UP



Major proposals are largely consistent on recommendations for 

Medicare spending, cost sharing and eligibility …

• 2020: Federal global 

spending target of 

GDP +1%

Bowles-Simpson Domenici-Rivlin Rivlin-Ryan

Eligibility 

• 2018: Medicare per 

capita spending target 

of GDP +1% (5 yr avg)

• 2021:Medicare per 

capita spending target 

of GDP +1% 

• Restructure Medicare 

cost-sharing:

–Combine Part A/B 

deductible/20% co-

insurance rate

–Annual out-of-

pocket maximum

• Restructure Medicare 

cost-sharing:

–Combine Part A/B 

deductible/20% co-

insurance rate

–Deductable and 

annual out-of-pocket 

maximum (indexed to 

per capita spend)

• Restructure Medicare 

cost-sharing:

–Combine Part A/B 

deductible

• Consider raising 

retirement age

• Place dual eligibles 

into Medicaid 

managed care

• Raise Medicare eligibility 

age from 65 to 67 (2021 

to 2032)

• 2021: dual eligibles 

receive fully funded 

account to pay out-of-

pocket expenses

• Eliminate barriers to 

dual eligible enrollment

• Fast-track waiver 

applications

Cost 

Sharing 

Medicare 

Spending



… and relatively consistent on issues of IPAB governance, 

provider payments and premium support

• Expand scope of recs:

–Affect all providers

–Cost sharing/ benefit design 

beyond Medicare

Bowles-Simpson Domenici-Rivlin

Premium 

support 

• Review Medicare benefit structure 

every two years

• Recommend changes parallel to 

private market

• Recs to become law unless Congress 

acts to block them

• Direct CMS to establish new 

payment system by 2015

• Replace cuts with freeze through 

2013 and 1% cut in 2014

• Eliminate PAYGO exemption

• Eliminate PAYGO exemption

• Pilot transforming FEHB program 

into defined contribution plan

• Consider moving to premium 

support system for Medicare

• 2018: Transition Medicare to 

premium support program

–Maintain traditional Medicare as 

default option

–Charge beneficiaries higher 

premium if costs rise above limits

–Create “Medicare Exchange” to 

allow purchase of private plans

Payment 

reductions 

(SGR)

IPAB
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Four themes are central to implementing these objectives

• Text

– Text 

• Text

– Text 

• Text

– Text 

• Text

– Text 

Improve Performance 

through Data and Evidence:

• Accurate, timely, reliable 

and consistent

• Low-cost or free

• “Big picture” and patient-

level assessment

Achieve the Right Balance 

between Market Forces and 

Regulation:

• Regulation more likely to 

succeed supporting 

effective market forces

• Competition is important, 

as is evaluating results

Provide Flexibility and 

Meaningful Choice to Identify 

the Most Effective Reforms:

• Empower consumers to 

make value-based decisions

• Iteration and innovation are 

the key – discovering what 

does and does not work

Promote Collaboration 

across Stakeholders in 

Reform Initiatives:

• Align incentives among 

public-private stakeholders

• Also among federal  and 

state programs

Bending the 

Curve


