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Long-term care in the United States is government-controlled,
welfare-financed, centrally-planned and highly dysfunctional.
Means-tested Medicaid funds 61% of all long-term services and
supports but pays too little to supply quality care profitably. For
decades, institutional bias left generations languishing in nursing
homes unnecessarily.

Now, 700,000 people wait in long lines, hoping eventually to receive
strictly controlled home- and community-based services. Few people
plan ahead for LTC, so if and when they need expensive care over an
extended period, they rely on Medicaid. Of all the government
programs under scrutiny by budget cutters today, Medicaid is the
most vulnerable. This house of cards is on the verge of collapse.
There must be a better way.

There is no reason for Medicaid to dominate LTC funding and service
delivery. The current system evolved like Topsy over decades of
tension between competing political ideologies.

Some on the left expanded Medicaid to cover more people and more
services more generously. Spousal impoverishment protections,
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medically needy expansion, and rebalancing from institutional to
home care are examples.

Others on the right sought to divert people from Medicaid
dependency and encourage private LTC planning. They imposed
longer and stronger transfer of assets restrictions, made estate
recoveries mandatory, and offered tax incentives and estate recovery
forgiveness to encourage people to buy private LTC insurance.
Nothing worked; all the problems described above persist; and the
fiscal end game has finally arrived. Trends that can’t continue, won't.

It is reasonable to ask, therefore, where do we go from here? A good
place to start is to define what we would like LTC service delivery and
financing to be ideally. Could anyone object to a system in which
everyone, regardless of financial need, has access to top-quality LTC
across the spectrum from home care to assisted living to five-star
nursing home care when needed? If that’s an agreeable goal, the next
question becomes how can we achieve it? Let us imagine what it
would take.

Medicaid dominates LTC financing but pays too little to ensure quality
care. So, we should require Medicaid to pay market rates for all care
levels. That would eliminate the discrimination against Medicaid
recipients that some have called “LTC racism,” end the need to
charge private payers higher than market rates to balance
egregiously low Medicaid payments, and unleash the power of market
competition and “creative destruction” to incentivize new and better
LTC methods and services.

But for Medicaid to pay market LTC rates, the program needs to serve
fewer recipients. So, reduce caseloads over time. Stanch Medicaid’s
S100+ billion leak by requiring that asset spend down be for qualified
medical or LTC expenses as is already the case for income spend

2 of 4 2/26/2025, 1:04 PM


https://paragoninstitute.org/paragon-prognosis/medicaids-100-billion-leak/
https://paragoninstitute.org/paragon-prognosis/medicaids-100-billion-leak/
https://paragoninstitute.org/paragon-prognosis/medicaids-100-billion-leak/
https://paragoninstitute.org/paragon-prognosis/medicaids-100-billion-leak/

Disrupt LTC — and Medicaid — now https://www.mcknights.com/blogs/guest-columns/disrupt-ltc-now/

down. Bring seniors’ S14 trillion of home equity into the private LTC
financing system by eliminating or vastly reducing Medicaid’s gigantic
home equity exemption.

Prohibit “Medicaid Asset Protection Trusts” and “Medicaid Compliant
Annuities” that divert vast sums of private wealth from private LTC
spending into taxpayer-financed Medicaid expenditures. Extend
Medicaid’s easy-to-avoid five-year asset transfer lookback period to
ten or twenty years. Reconfigure Medicaid to be the payer of last
resort for the neediest people that commentators incorrectly state it
already is. Do these things, and Medicaid will be able to pay market
rates to care for a much smaller caseload.

But what about the majority of people who blithely ignore LTC risk
and cost now, confident in the reality of the past sixty years that, if
the worst happens, somebody (who knows who?) will come to their
rescue and pay for their care? We need to make it much easier for
these people, newly aware that Medicaid will no longer protect their
wealth and pay for their catastrophic LTC when needed, to prepare to
pay privately if and when the time comes. The good news here is that
plenty of wealth resides in the U.S. economy to fund market-rate LTC
across the care spectrum for all Americans.

Here’s the kicker. Americans hold trillions of dollars in retirement
savings (S40T), home equity ($35T), and life insurance ($22T), $97
trillion in total for these resources alone. The government
encourages the accumulation of this wealth by means of tax-favored
IRAs and 401(k)s to build retirement savings, subsidized mortgages
(FHA, VA, USDA) to grow home equity and tax-deferred growth of
cash value in life insurance with tax-free death benefits.

The same government that rewards wealth accumulation in these
ways also discourages its expenditure for LTC by means of the
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policies listed above that we propose to eliminate. These
contradictory policies of subsidizing the accumulation of wealth
while discouraging its use to purchase top-quality, private LTC
services are at the root of everything that is wrong with LTC.

The key, therefore, to achieving the ideal LTC service and financing
system described above is to unleash this enormous private wealth
lying fallow in the economy to supercharge the LTC system
financially. We can do that by enabling people to earmark part of the
savings they are accumulating through retirement savings, home
equity, life insurance or estate planning to be used for the purchase
of private LTC services if and only if those services become needed
someday.

Research shows that $70,000 set aside or earmarked for future LTC
risk by age 65 would suffice on average when invested to cover the
most likely cost. When Medicaid eligibility rules no longer allow
citizens to dodge (“DOGE?”) LTC risk and cost, we will find that the
vast majority have sufficient wealth to fund care privately when
needed. Those remaining will receive better care across the
spectrum from Medicaid’s paying market rates. For details on this
analysis and these recommendations, consult...

Stephen Moses is president of the Center for Long-Term Care

Reform, a visiting fellow at the Paragon Health Institute and the
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author of ‘Long-Term Care: The Problem,” “Long-Term Care: The
Solution, ”and “Medicaid’s S100+ Billion Leak.”
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