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both on beneficiaries and on the Federal budget. The SMI trust fund would remain in financial balance
indefinitely, however, due to the annual redetermination of pro-gram financing. Background Roughly 41
million people were eligible for Medicare benefits in 2002. HI, or Part A of Medicare, provides partial protection
against the costs of inpatient hospital services, skilled nursing care, post-institutional home health care, and
hospice care. SMI ( Part B ) covers most physician services, outpatient hospital care, home health care not
covered by Hl, and a variety of other medical services such as diagnostic tests, durable medical equipment, and
so forth. Only about 22 percent of HI enrollees received some reimbursable covered services during 2002, since
hospital stays and related care tend to be infrequent events even for the aged and disabled. In contrast, the vast
majority of enrollees incur reimburs-able SMI costs because the covered services are more routine and the
annual de-ductible for SMI is only 100. The two parts of Medicare are financed on totally different bases. Hl costs
are 1 met primarily through a portion of the FICA and SECA payroll taxes. Of the total FICA tax rate of 7. 65 -
percent of covered earnings, payable by employees and em-ployers, each, HI receives 1. 45 - percent. Self-
employed workers pay the combined total of 2. 90 percent. Following the Omnibus Budget Reconciliation Act of
1993, HI taxes are paid on total earnings in covered employment, without limit. Other...
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