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Fact Sheet: New Jersey

Changing Medicare to a Premium
Support Model Could Hurt more than
1,300,000 New Jerseyans
Olivia Dean
AARP Public Policy Institute
Since its inception over 50 years ago, the Medicare program has provided people on Medicare
with a guaranteed set of benefits. Some proposals call for replacing those guaranteed benefits
with a fixed dollar amount that beneficiaries would use to purchase their health care coverage.
This approach is known as a premium support model, sometimes also referred to as vouchers.
Under most premium support models, people on Medicare would choose between competing
private health plans and Traditional Medicare coverage. A person’s premium would be the
difference between the “voucher” value and the cost of the insurance coverage he or she
chooses. Premium support raises several concerns, including increased costs for beneficiaries.
It could shift more costs to Medicare beneficiaries over time, when many simply cannot afford
to pay more for their health care.

How Would Premium Support Affect
New Jerseyans?
Future Medicare beneficiaries in New Jersey
will pay more under premium support.

About 21 percent (or 1,860,534) of New Jerseyans
are between the ages of 50 and 64 today and will
transition into Medicare over the next 15 years.
According to a federal report1, most people who
enroll in Traditional Medicare will pay higher outof-pocket costs in a premium support system.
Even current Medicare beneficiaries will likely
face higher costs.

Most premium support proposals would not require
current and soon-to-be Medicare beneficiaries to
enroll in a premium support system. These senior
would be able to remain in the current system.
However, their premiums could still rise over time as
younger, healthier, and less expensive people enroll
in a separate premium support system. In 2015,
• Medicare provided coverage for 1,356,333 New
Jerseyans of all ages, or about 15 percent of the
state’s population2.

• About 87 percent of Medicare beneficiaries in
New Jersey were over age 65 and 13 percent were
younger people with disabilities under the age
of 65.
The numbers show that Medicare
beneficiaries in New Jersey already have a
choice between Traditional Medicare and
private plans.

Currently, private health plans in Medicare – called
Medicare Advantage plans – offer an alternative to
Traditional Medicare. In New Jersey, this means
that:
• In 2015, 234,245 New Jerseyans, or about 17
percent of New Jersey’s Medicare beneficiaries,
were enrolled in a Medicare Advantage or other
health plan3.
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• The remaining 1,122,088 New Jerseyans were enrolled in Traditional
Medicare.
Many Medicare beneficiaries in New Jersey are in poor health
and could face increased financial distress under premium
support.

Seniors with chronic health conditions or who have a disability rely
on Medicare for needed health care services. Many New Jerseyans
with Medicare already pay substantial out-of-pocket costs and would
have difficulty absorbing higher health care costs that would likely
accompany a premium support system, making it more difficult for
them to access necessary care.

1 Congressional Budget Office, “A Premium
Support System for Medicare: Analysis
of Illustrative Options,” September 2013.
Available at: https://www.cbo.gov/sites/
default/files/113th-congress-2013-2014/
reports/09-18-PremiumSupport.pdf.
2 Total Medicare enrollment excludes
beneficiaries with only Part A or Part B.
3 Medicare Advantage and other health
plans refer to plans offered by private
companies approved by Medicare to
provide hospital and medical coverage.
4 The U.S. Census Bureau’s poverty
threshold was $11,880 for a family of one
in 2015.

• The burden of chronic disease is high in New Jersey. In 2014,
approximately 397,334 (or 30%) of Medicare beneficiaries in New
Jersey had two or three chronic health conditions; 320,265 (or 24%)
had four or five; and 232,004 (or 17%) had six or more.
• In 2015, 13 percent of Medicare beneficiaries in New Jersey were
living with disabilities.
Many Medicare beneficiaries in New Jersey have low incomes
and would be at risk of catastrophic out-of-pocket costs under
premium support.

Under premium support, people with limited financial resources may
be forced to enroll in less expensive plans, with more limited benefits
and restrictive provider networks. These lower-priced plans could also
have high deductibles and other cost-sharing requirements that would
put individuals at risk for not receiving needed care due to costs they
could not afford.
• The median personal income among New Jerseyans 65 and older in
2015 was $23,800.
• 7 percent of New Jerseyans ages 65 and older lived below the
Federal Poverty Level4 in 2015.
• In 2013, New Jersey had 239,000 people dually enrolled in Medicare
and Medicaid; those people could be at risk for higher costs or losing
needed care under premium support.
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