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[Abstract] This paper builds a life cycle model to investigate the benefits and costs of extending current Medicare coverage to the near elderly. With increasing health care costs and more and more baby boomers entering retirement in the coming decades, a broad and fundamental reform of the U.S. health care system seems necessary. The goal of this paper is to contribute to providing the optimal design of the Medicare program. The near elderly population, aged 55-64, is a vulnerable age group. They are more likely to be in poor health than other non-elderly age groups. Due to lack of insurance, a substantial number of the near elderly forego or postpone physician visits and other medical services until becoming eligible for Medicare. The benefits of providing some public health insurance to the near elderly can be substantial, and include the reduction of future uncertainties from income shock and health shock, as well as the decrease in delay of medical care until the age of 65, thereby improving the health status of the population that Medicare covers, which will in turn result in the reduction of total Medicare expenditure. In this paper, I propose that when the increasing behavior of postponing medical service is incorporated, the optimal Medicare program involves an increasing public health insurance coverage to the near elderly, as they get closer to the eligible age for Medicare. 
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