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COVID-19 with (ii) a potential reduction in costs due to the higher 
mortality from COVID-19 among those with higher medical spending.  

The estimates in this year’s report also incorporate the costs of the 
COVID-19 vaccines, which consist of both the payments for the 
vaccines themselves and the payments for their administration. The 
Trustees expect vaccine utilization to decrease somewhat over time, 
reflecting the likely reduction in the required number of doses and the 
possibility that the seriousness of COVID-19 will decrease.  

It should be noted that there is an unusually large degree of 
uncertainty with these COVID-related impacts and that future 
projections could change significantly as more information becomes 
available. 

The Medicare Accelerated and Advance Payments (AAP) Program was 
significantly expanded during the COVID-19 public health emergency 
period, by both legislative provisions and through administrative 
actions taken by CMS early on during the emergency. CMS first 
implemented an expedited process for eligible providers and suppliers 
to request and receive approval for these payments. Next, while the 
Coronavirus Aid, Relief, and Economic Support (CARES) Act added 
critical access, pediatric, and certain cancer hospitals to the list of 
eligible entities, CMS made several modifications to the AAP program 
that, in effect, expanded eligibility to all types of providers and 
suppliers.2 The CARES Act increased the maximum amounts available 
under the AAP program during the emergency period to (i) 100 percent 
of Medicare payments made during the past 6 months—for inpatient 
acute care, pediatric, and certain cancer hospitals; (ii) 125 percent of 
Medicare payments made during the past 6 months—for critical access 
hospitals; and (iii) 100 percent of Medicare payments made during the 
past 3 months—for all other providers and suppliers.3 In addition, 
under the Continuing Appropriations Act, 2021 and Other Extensions 
Act, recoupments are to begin 1 year after the accelerated or advance 
payment is issued, after which recoupments are to be 25 percent of the 
AAP amount over the first 11 months and 50 percent over the following 
6 months; after that 29-month period has elapsed, the remaining 
balance will be due within 30 days. Total payments of approximately 
$107.1 billion were made: roughly $67.1 billion from the HI trust fund 
and $40.0 billion from the SMI Part B trust fund account. The Trustees 

                                              
2The usual eligibility criteria—to have billed Medicare during the last 180 days, to not 

be in bankruptcy, to not be under review or investigation, and to not have any 

outstanding delinquent Medicare overpayments—still apply. 
3The maximum available AAP amounts had been 70 percent and 80 percent for providers  

and suppliers, respectively, of Medicare payments made during the past 90  days. 
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assume that the accelerated and advance payments will be fully repaid 
by September of 2022, resulting in no net changes to trust fund 
expenditures, but the AAP program significantly affects the timing of 
expenditures from 2020 through 2022.  

The projections and analysis in this report do not reflect the potential 
effects of Medicare coverage of Aduhelm, the Alzheimer’s disease drug 
that has been recently approved by the Food and Drug Administration. 
Given the uncertainty associated with these impacts, the Trustees 
believe that it is not possible to adjust the estimates accurately before 
a coverage determination is made. 

While the COVID-19 pandemic has significantly affected Medicare 
short-term financing and spending, it is not expected to have a large 
effect on the financial status of the trust funds after 2024. As discussed 
throughout the report, the key measures of the financial adequacy for 
each trust fund shown in this year’s report are fairly comparable to 
those included in last year’s report. This consistency is partly due to 
the offsetting effects of lower income and expenditures in the HI trust 
fund and partly due to the expectation that the effects of the pandemic 

will last only several years. The pandemic is an example of the inherent 
uncertainty in projecting health care financing and spending over any 
duration. 

A more typical reason for uncertainty in projecting Medicare costs, 
especially when looking out more than several decades, is that 
scientific advances will make possible new interventions, procedures, 
and therapies. Some conditions that are untreatable today may be 
handled routinely in the future. Spurred by economic incentives, the 
institutions through which care is delivered will evolve, possibly 
becoming more efficient. While most health care technological 
advances to date have tended to increase expenditures, the health care 
landscape is shifting. No one knows whether future developments will, 
on balance, increase or decrease costs. 

Certain features of current law may result in some challenges for the 
Medicare program. Physician payment update amounts are specified 
for all years in the future, and these amounts do not vary based on 
underlying economic conditions, nor are they expected to keep pace 
with the average rate of physician cost increases. These rate updates 
could be an issue in years when levels of inflation are high and would 
be problematic when the cumulative gap between the price updates 
and physician costs becomes large. Payment rate updates for most non-
physician categories of Medicare providers are reduced by the growth 
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in economy-wide private nonfarm business multifactor productivity4 
although these health providers have historically achieved lower levels 
of productivity growth. If the health sector cannot transition to more 
efficient models of care delivery and if the provider reimbursement 
rates paid by commercial insurers continue to be based on the same 
negotiated process used to date, then the availability, particularly with 
respect to physician services, and quality of health care received by 
Medicare beneficiaries would, under current law, fall over time 
compared to that received by those with private health insurance.  

Since 1960, U.S. national health expenditure (NHE) growth rates 
typically outpaced economic growth rates, though the magnitude of the 
differences has been declining. The Trustees have long assumed that 
this differential would continue to narrow over the long-term projection 
period and that cost-reduction provisions required under current law 
would further decrease this gap. Since 2008, average annual NHE 
growth has been below historical averages, though it has generally 
continued to outpace average annual growth of the economy. There is 
some debate regarding whether this recent slower growth in national 
health expenditures reflects the impact of economic factors that are 
mostly cyclical in nature, such as modest income growth over the last 
decade, or factors that would lead to a permanently slower growth 
environment, such as structural changes to the health sector that could 
result in lower health care cost growth. The Trustees’ outlook for long-
range NHE growth is consistent with the trajectory observed over the 
past half century and has not been materially affected by this recent 
experience. 

Current-law projections indicate that Medicare still faces a substantial 
financial shortfall that will need to be addressed with further 
legislation. Such legislation should be enacted sooner rather than later 
to minimize the impact on beneficiaries, providers, and taxpayers. 

                                              
4For convenience the term economy-wide private nonfarm business multifactor 

productivity will henceforth be referred to as economy-wide productivity.  
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Figure I.1 shows Medicare’s projected expenditures as a percentage of 
the Gross Domestic Product (GDP) under two sets of assumptions: 
current law and an illustrative alternative, described below.5  

Figure I.1.—Medicare Expenditures as a Percentage 
of the Gross Domestic Product under Current Law  

and Illustrativ e Alternative Projections 

Note: Percentages are affected by economic cycles.  

The expenditure projections reflect the cost-reduction provisions 
required under current law but not the payment reductions and/or 
delays that would result from the HI trust fund depletion. In the year 
of asset depletion, which is projected to be 2026 in this report, HI 
revenues are projected to cover 91 percent of incurred program costs.  

The illustrative alternative shown in the top line of figure I.1 assumes 
that (i) there would be a transition from current-law6 payment updates 

                                              
5A set of illustrative alternative Medicare projections has been prepared under a 

hypothetical modification to current law. A summary of the projections under the 

illustrative alternative is contained in section V.C of this report, and a more detailed 

discussion is available at https://www.cms.gov/files/document/illustrative-alternative-

scenario-2021.pdf. Readers should not infer any endorsement of the policies represented 

by the illustrative alternative by the Trustees, CMS, or the Office of the Actuary. Section 

V.C also provides additional information on the uncertainties associated with 

productivity adjustments to specific provider payment updates and the scheduled 

physician payment updates. 
6Medicare’s annual payment rate updates for most categories of provider services would 

be reduced below the increase in providers’ input prices by the growth in economy-wide 

productivity (1.0 percent over the long range). 
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