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Are we LTC suckers?
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People who love the long-term care profession may feel like suckers

sometimes. How does America’s centrally planned, heavily regulated,

top-down LTC system treat us like chumps?

It would be hard to have any kind of LTC business without accepting

Medicaid. But Medicaid pays less than the cost of providing care, on

average. You can’t make up for losses like that by serving more people

on public assistance.

So you have to charge private payers more than a reasonable market

rate to make up for the Medicaid shortfall. That causes private payers

to find creative ways to qualify for Medicaid, a vicious downward

spiral. Private-pay census and revenue have dried up, collapsing from

half in 1970 to seven percent in 2023.

LTC providers serve the toughest cases, the aged and disabled, who

are the biggest LTC users. LTC users are six percent of Medicaid

enrollees but they consume 37% of total spending. That should

command respect and special attention. But no. The deck is stacked

against aged and disabled LTC users and the caregivers who tend to

their needs.
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The federal funds matching rate for the aged and disabled is as low as

50 percent in big affluent states like California and New York. But

young, able-bodied recipients added by the Affordable Care Act

�ACA� in 2010 command a 90% federal match across the country. No

wonder they’ve tipped the balance against aged and disabled

enrollees.

The aged and disabled who were 25% of enrollees in 2003 and

received 69% of total expenditures declined to only 20% of enrollees

in 2023 getting only 51% of spending.

The most vulnerable “dual eligibles” who qualify for both Medicaid and

Medicare have been especially hurt. They were 14% of Medicaid

enrollees in 2005 and accounted for 42% of total program

expenditures. By 2023 they were still 14% of enrollees but they

garnered only 32% of spending.

Medicaid has hurt the aged and disabled poor even more. Instead of

targeting its scarce resources to the genuinely needy, the

supposedly “means-tested” program allows high income and high

wealth individuals to qualify when they need care.

High income is allowed because Medicaid either subtracts private

medical and LTC expenses from income before applying a low-income

test or, in income cap states, Miller diversion trusts achieve the same

purpose. This is how Medicaid converts potentially high private-pay

revenue into below-cost Medicaid reimbursements.

High wealth is allowed because most large assets seniors own,

including home equity, tax-deferred savings, a business, a vehicle,

prepaid burial expenses and much more, are exempt. Any residual

countable resources, such as cash or equities, are easily disposed of

by purchasing exempt assets, a common process I’ve called

“Medicaid’s $100+ Billion Leak.”
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Medicaid pulls many other shenanigans to deceive the public and

analysts. 

In 2011, the Centers for Medicare & Medicaid Services redefined the

National Health Expenditures nursing home category to include

Continuing Care Retirement Facilities. As nursing homes are mostly

Medicaid financed and CCRCs are mostly private-pay, this change

made Medicaid funding for the category look smaller and out-of-

pocket costs look higher than they are. That redefinition fit the false

“LTC Narrative” that catastrophic LTC costs are wiping out the

savings of wide swaths of the American public leaving them

dependent on public assistance, for which there is no evidence.

“Statistics don’t lie, but liars use statistics.” The highly esteemed

Kaiser Family Foundation compounded LTC misinformation by

redefining LTC to exclude Medicare expenditures ($94 billion) and

private insurance ($53 billion). Backing out those sources had the

effect of reducing total LTC spending in 2022 from NHE’s $571 billion

total to KFF’s $415 billion. It also raised Medicaid’s contribution to total

LTC costs from NHE‘s 44.6% to the 61% KFF reports and it increased

out-of-pocket spending from 12.5% to KFF’s 17%. For why this

distortion of the NHE data matters so much, see LTC Data

Manipulation.

Instead of sticking to its health and LTC knitting, Medicaid expanded

coverage to “social determinants of health.” This mission creep led to

Medicaid paying for nonmedical services such as housing, food, and

transportation according to my Paragon Health Institute colleague

Gary Alexander. That’s money diverted away from providing LTC for

needy aged and disabled people.

Finally, state Medicaid programs have found creative ways to

maximize federal matching funds to free up state money to pay for
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things federal rules would not otherwise allow. Taxing providers to

generate extra funds to leverage up revenue from the federal match

is “wholesale Medicaid planning,” tantamount to the retail Medicaid

planning that occurs when attorneys help their affluent clients self-

impoverish artificially to qualify for Medicaid.

As money is fungible, California, for example, has used provider taxes

to launder money to generate extra funds to spend on providing

Medicaid to undocumented immigrants and to pay for the explosion

of new Medi-Cal enrollees, including the wealthy, resulting from the

state’s dropping its Medicaid asset test on Jan. 1, 2024.

Obviously, LTC financing, especially its Medicaid component, has a lot

of moving parts. I wrote “Long-Term Care: The Problem” and “Long-

Term Care: The Solution” to explain how those parts fit together and

what changes in public policy are needed to set LTC on a better

course. There will never be a better time to make those needed

changes than during the current political and economic turmoil.

“Disrupt LTC Now!”

Stephen Moses is president of the Center for Long-Term Care
Reform, a visiting fellow at the Paragon Health Institute and the
author of “Long-Term Care: The Problem,” “Long-Term Care: The
Solution,” and “Medicaid’s $100+ Billion Leak.” 

The opinions expressed in McKnight’s Long-Term Care News guest
submissions are the author’s and are not necessarily those
of McKnight’s Long-Term Care News or its editors.

Have a column idea? See our submission guidelines here.
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