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An Analysis of "Save Our Seniors" 
By James C. Capretta 

The Patient Protection and Affordable Care Act (PPACA, or Obamacare) includes provisions to 

cut spending within the Medicare and Medicaid programs by about $455 billion over 10 years, 

according to the original cost estimate produced by the Congressional Budget Office at the time of 

enactment.  (This CBO estimate of the aggregate savings from the spending reduction provisions 

excludes the large spending increase associated with the law’s expansion of Medicaid eligibility.) 

The law also erects a new and expensive insurance subsidy structure through state-administered 

“exchanges.”  The subsidies, or premium credits, are available to households with incomes between 

about 135 percent of the poverty line and 400 percent of the poverty line who get their insurance through 

the new exchange mechanism.  In addition, for households with incomes below the eligibility threshold 

for the premium credits, the new law provides automatic Medicaid eligibility in all 50 states.  CBO 

estimated at the time of enactment that the combined cost of the Medicaid expansion and the premium 

credits would total nearly $900 billion over the law’s first decade (2010 to 2019). 

The law was passed by Congress during a highly contentious and partisan debate.  If anything, in 

the two years that have passed since its enactment, opposition to the law has only intensified. 

A primary reason for the adamant opposition is the law’s use of Medicare spending reductions to 

pay for a new entitlement program.  In a very real sense, this constitutes a double-counting of resources:  

the cuts will replenish the Medicare trust fund, and thus finance future Medicare benefits.  They are used 

also to pay for the premium credits in the exchanges and the Medicaid expansion.  Thus, the federal 

budget outlook was actually made worse, not improved, by this transaction. 

Further, it is also becoming clear that the implementation of the PPACA program is, to put it 

gently, not running smoothly.  Well over half of the states are either refusing to participate in the 

implementation of the program altogether, or are deferring all crucial decisions until after the election. 

The administration is thus moving ahead with a backup “federal exchange” to state-led implementation, 

but that the effort is also badly underfunded and behind schedule.  The administration recently requested 

over $800 million for fiscal year 2013 to build the federal exchange, but that is far too late to be ready 

by mid to late 2013 for enrollment operations. 

As matters stand, therefore, the Medicare cuts in the new law remain as unpopular as ever and 

there is growing recognition that the law cannot be implemented on schedule anyway.  Naturally, these 

realities are leading to calls for delay, both of the Medicare cuts that are scheduled to occur in coming 

years, and to the start-up of the exchanges and the expensive coverage subsidy provisions associated 

with them. 

A very simplified cost estimate shows that delay legislation of this kind is eminently doable from 

a budgetary standpoint.  More specifically, it is possible to combine a five-year delay in the law’s 

Medicare cuts with a two-year delay in the exchanges and subsidy provisions.  Such legislation would 

be roughly budget-neutral — that is, it would not cause an increase in federal budget deficits over the 

next decade. 
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Deficit Impact 
(billions) 

            

 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2010-2019 
CBO March 2010 Estimate 

           Medicare & Medicaid Cuts $2 -$2 -$11 -$17 -$42 -$50 -$59 -$75 -$92 -$108 -$454 

 

           

Coverage Provisions $0 $1 $0 -$2 $55 $107 $158 $180 $192 $206 $897 

 

           

Proposal:  Delay 
Medicare/Coverage 

           

Delay 2013 Medicare Cuts to 

2018 

$0 $0 $0 $17 $42 $50 $59 $75 $75 $64 $382 

 

           

Delay Coverage 2 Years $0 $0 $0 $0 -$55 -$107 -$103 -$73 -$34 -$26 -$398 

 

           

Net Effect on Deficit $0 $0 $0 $17 -$13 -$57 -$44 $2 $41 $38 -$16 

 

As shown in the table, according to CBO’s original cost estimate for the law, in 2013 the 

Medicare and Medicaid “cuts” were scheduled to produce $17 billion in savings, which would grow to 

$75 billion in 2017.  Under a five year delay bill, one could assume that the $17 billion scheduled for 

2013 would not occur until 2018.  Similarly, the 2014 savings of $42 billion would instead occur in 

2019.  And so on. 

Similarly, the spending provisions associated with the exchanges could be delayed from a 2014 

start date to 2016. That would push $55 billion in spending from 2014 to 2016, and $107 billion from 

2015 to 2017.  Pushing back the Medicare cuts and the spending provisions would almost exactly cancel 

each other out:   

 The total cost through 2019 of pushing the Medicare cuts back by five years would be $382 

billion.   

 The total savings through 2019 coming from a two-year implementation delay of the subsidy 

provision would be $398 billion.   

An actual CBO cost estimate would certainly differ from this simplified estimating approach.  

Nonetheless, these crude estimates provide a strong indication that delay legislation can be constructed 

without running afoul of budgetary rules. 
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