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10 Medicare Now and in the Future

inflation ol the 1970s, and to be in the maximum liquid asset position
to capture most fully the benefits of high real interest rates and the
stack market boom of the early to mid-1980s.

But this suggests too rosy a scenario. There are several reasons for
caution in assuming ever-rising increases in economic status for the
elderly. The rate of growth of Social Security benefits has already
slackened, and the slow growth in average wages for current workers
will limit their benefils as retirees. Income from privale pensions,
which has shown rapid growth in recenl years, now seems ip be
leveling ofl. The prapartion of the papulation receiving pensions will
not grow as rapidly in the luture.

The changing age composition of the elderly will also retard the

extent to which incomes grow over time. The very old will increase
as a proportion of the elderly, and their lower average incomes are
likely to help hold down overall rates of growth in income as com-
pared 1o the growth of the 1970s. The younger old will be beiter off,
but the over-85 age group wil) constitute an increasing share of the
elderly population. In the near future, as the elderly population grows
mare as a result of longer life spans than because of new “sntrants”
to the 65 and over category, income growth wili tend to be slower. In
the 1990s, growth in the numbers of persons 65 and over will be
concentrated in the over age-85 category, reflecting increased lile ex-
pectancies. Individuals reaching retirement age will have been born
in the 1930s, a period when birth rates were very low. Between 1990
and the year 2000, the population between the ages of 65 and 74 will
grow by only 1.2 percent, while the group of those aged 85 and above
wil} grow by 34 percent (Ways and Means 1992).

i these moderaling influences on growth hold and the economy
experiences relatively rapid real growth in the next decade, the status
of the elderly relative to the young could again decline. More likely,
however, the economic position of the elderly will stabilize relative to
their younger counterparts. Growth in incomes for both the elderly
and the young will likely average out 1o a moderate pace over the near
texm. This relative status of the elderly is likely to be important in any
political debates over who should pay for Medicare, since many of the
patential policy alternatives involve trade-ofis between burdens on
the old and the young.

Burdens from Health Spending

The percentage of income spent on healthcare by persons over age 65 -3
is at an all-time high and will increase furtber. And as figure 1.4 §
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Figure 1.4 HEALTHCARE SPENDING IN THE
UNITED STATES AS SHARE
INCOME, PERSONS 65 AND OLDER, 1965-87 o
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