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The best defense is a good offense
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Medicaid is behind everything that is wrong with long-term care.

From caregiver shortages to poor ratings to impending bankruptcies,

blame excessive Medicaid dependency and its meager

reimbursements.

And now the government wants to cut the program even further,

adding insult to injury. No wonder operators want to fight back.

But demanding changes to the administration’s “One Big Beautiful

Bill” �OBBB�, such as protecting provider taxes from the ax, may be as

fruitless in the current fiscal environment as asking for more LTC

spending would be and demanding an end to the caregiver mandate

has been.

So, the LTC profession should do more than oppose. Rather, propose

a positive plan to reduce Medicaid dependency, increase

reimbursements, and unleash private financing at market rates. Step

one toward such a proactive plan is to identify and debunk the myriad

fallacies and myths that sustain the current dysfunctional system. 
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True or false
For example, conventional wisdom holds that catastrophic LTC

expenditures wipe out the savings of millions of Americans. False!
Only 13% of LTC spending in the United States comes out of pocket,

and half of that is Social Security income of people already on

Medicaid. At most, six or seven percent of LTC spending could come

from savings. Note that authors who claim otherwise never offer

evidence. Because there is none.

Or how about this trope? Medicaid only helps the poor. Everyone else

has to spend down into impoverishment before they qualify for LTC

benefits. False! High-income people qualify for Medicaid LTC if their

deductible private health care costs are big enough, which they

usually are for the elderly in need of LTC. High-asset people qualify

too because their biggest assets, such as home equity, tax-favored

retirement savings, a vehicle, personal belongings, and many others,

are exempt. 

But, their countable wealth disqualifies the well-to-do, right? False!
Medicaid has no requirement that people spend down assets for

care. The affluent get down to the $2,000 countable asset limit by

purchasing a new car or remodeling an exempt home, easily

converting countable into non-countable wealth. “Medicaid’s $100+

Billion Leak” converts billions of potential private-pay provider

payments into revenue losses from Medicaid recipients.

The one thing everyone knows is that Medicaid helps the poor, the

aged, the disabled, in a word, the disadvantaged, first and most.

False! Medicaid’s stringent income and asset spend-down rules

crush the least able quickly. No loopholes or workarounds for them.
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They have little to begin with, and high care costs wipe out whatever

they have quickly. They don’t work much with the accountants and

elder law attorneys who help the more fortunate game the system.

Well, at least once they’re on Medicaid, everyone gets the same care.

False! Although that is the law and most providers’ sincere intention,

the reality is that care access and quality varies widely and is better

for people who live in prosperous neighborhoods with nursing homes,

assisted living facilities and home health providers that have more

private payers and rely less on low Medicaid reimbursements than

such facilities in poorer neighborhoods. Dubious? Check this out:

“Evidence for Action: Addressing Systemic Racism across Long-Term

Services and Supports.”

Still, middle-class and affluent people would not seek to qualify

themselves artificially for Medicaid long-term care benefits. The

program’s poor reputation for access and quality problems is too off-

putting. False! Lawyers who advise financially comfortable clients tell

them how to get the best care Medicaid offers by holding back “key

money” so they can pay privately for a while before switching to

Medicaid. Competition for private payers ensures them a slot with the

best providers who have the fewest Medicaid beds.

A fairer way to finance LTC
When you sweep away all the myths and fallacies about Medicaid

long-term care, what remains is a very clear path to a better, fairer

LTC financing system. One simple change in the OBBB could get us

most of the way there. Simply mandate that asset spend-down must

be for qualified medical, healthcare, or LTC expenses, as is already

required for income spend-down. End the common practice of
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spending down unlimited wealth by purchasing exempt assets.

With that one new measure in place, Medicaid would be returned to

its appropriate and historical purpose as a safety net for people in

need. Middle-class and affluent people would, for the first time,

confront the reality of having to spend their savings on care. As they

would not become Medicaid recipients until their countable wealth

was spent down for care, they would not command special treatment.

In time, the message would get through that LTC is a huge risk and

cost that everyone should plan and insure for many years in advance.

There are many more changes to Medicaid financial eligibility rules

that the LTC profession should support, such as restraints on the

home equity exemption, longer and stronger asset transfer rules, and

enhanced estate recoveries.

But for the biggest, quickest impact, ending “Medicaid’s $100+ Billion

Leak” by requiring asset spend down be for legitimate care costs is

the way to go. Adding it to the OBBB would save the money

Republicans seek while improving the program for the needy, as

Democrats espouse.

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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