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What’s next for long-term care?
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Most of long-term care’s problems — including impaired access and

quality, institutional bias, interminable home-care waits, paid

caregiver shortages, and excessive dependence on unpaid family and

friends — are the direct result of too much reliance �61% of $400

billion in 2022 LTC spending) on Medicaid’s parsimonious

reimbursements �70% of private-pay rates) and the Centers for

Medicare & Medicaid Services’ overbearing regulation (such as

uncompensated staffing mandates).

This LTC market status quo has pertained for decades. But America is

experiencing a political inflection point. A rare opportunity looms to

move away from central planning toward freer markets, from

government dependency toward individual responsibility, and from

heavy-handed regulation toward unfettered competition. What would

a LTC marketplace reflecting the full implementation of those

changes look like?

Everyone, including Medicaid, would pay market rates for LTC in all

care venues. That extra revenue flowing through the service delivery

system would improve access and quality, eliminate caregiver

shortages through increased compensation, and rebalance care

venues toward the home care most people prefer, and which they

would demand if paying with their own money.
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But that classical liberal vision faces two major problems. Where

would Medicaid get the resources to pay LTC market rates that are

half again as high as current Medicaid reimbursements? And how

would consumers be able to pay market rates that are already

supposedly impoverishing them?

Take Medicaid first. The Social Security Act authorized Medicaid to

provide LTC to individuals “whose income and resources are

insufficient to meet the costs of necessary medical services…” That

open-ended mandate to fund LTC for anyone who can’t afford it

overwhelmed Medicaid with too many recipients and created a moral

hazard by desensitizing the public to LTC risk and cost.

Now consider consumers. Since 1965, Medicaid has paid for most

catastrophic LTC costs, so few people worry, plan, save, invest or

insure for LTC. They end up on Medicaid eventually because the

public assistance program has indemnified generations of aging

Americans from the biggest financial LTC risk.

Fortunately, the solution to enable both Medicaid and consumers to

pay privately for LTC at market rates going forward is the same: re-

target Medicaid LTC to the genuinely needy and incentivize middle-

class and affluent consumers to prepare early and responsibly so

they can pay privately for care at market rates when they need it.

Here’s what needs to change to make that happen: eliminate all the

ways middle-class and affluent people currently qualify for Medicaid

LTC benefits while preserving wealth.

For example:

• End the purchase of exempt assets to “spend down” resources

artificially. Instead, limit asset spend down to expenditures for

medical or LTC services as is already required for income spend

down.

• Eliminate or vastly reduce Medicaid’s home equity exemption,
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which now stands at between $713,000 and $1,071,000, so that

people pay for home-based LTC using reverse mortgages or other

forms of home equity conversion. 

• Prohibit the use of Medicaid Asset Protection Trusts and

Medicaid Compliant Annuities to divert vast amounts of private

wealth from LTC spending into taxpayer-financed Medicaid

expenditures.

• Extend Medicaid’s ineffective five-year asset transfer look-back

to 20 years, which is easily managed as home ownership and

transfers are publicly recorded by county assessors and

recorders, respectively.

• Stop systemic LTC racism by ending the use of “key money” to

buy affluent Medicaid planners’ clients access to the best

Medicaid facilities and services to the exclusion of

socioeconomically marginalized groups, including racial

minorities.

• Re-focus Medicaid on the aged, disabled and vulnerable instead

of on able-bodied, working-age adults — with a much higher

federal reimbursement percentage for these enrollees. 

• Publicize the loss of Medicaid as a late-life wealth-preserving

safety net for the middle class and affluent. Establish and

promulgate LTC planning, saving or insurance goals for

consumers to meet by age 65 as a condition for later Medicaid

help with catastrophic costs.

• Let states experiment with ways to do more with less by allowing

waivers that trade federal matching fund caps for more state-

level LTC policy flexibility.

With all LTC provided at market payment rates, providers will prosper

instead of being underpaid by Medicaid as they are now. They will

provide top-quality care at all levels and venues profitably.

Competition for caregivers will ensure adequate compensation for

nursing and support staff, eliminating their shortage. Fewer families

will have to provide unpaid direct care themselves. Entrepreneurs will
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compete to identify new and better service delivery methods and

venues. The financial burden on the government and taxpayers will

decline precipitously. Impoverishment due to LTC, at whatever

unsubstantiated level it has occurred in the past, will largely

disappear.

Recent McKnight’s columns in which I explained these ideas in more

detail:

• Long-term care policies matter, 10/28/24

• What if Medicaid paid market rates?, 9/16/24

• How Medicaid cripples SNFs, 8/12/24

• What nursing homes need, versus what they get, 7/8/24

• The Medicaid LTC snafu, 4/15/24

• How government prevaricates about long-term care, 2/23/24

• The federal Medicaid bait and switch, 11/6/23

For a plan to achieve these objectives, read the Paragon Health

Institute’s “Long-Term Care: The Problem” and “Long-Term Care: The

Solution” and watch this virtual LTC event featuring age-wave

visionary Ken Dychtwald and leading LTC researchers. To find vast

sums of private funds to pay for LTC, check out Medicaid’s $100+

Billion Leak. 

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” and “Long-Term Care: The
Solution.”

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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