The Great Long Term Care Compromise

By Stephen A. Moses - January 1, 2022

Everyone agrees long term care is a huge problem. Too many people need it
already. Many more will need it in the future. Financing for care, whether
public or private, is inadequate. Long term care threatens to overwhelm both
government and family budgets.

What should be done? There have been two schools of thought historically.

One says the government should pay for care after people exhaust their own
resources or agree to pay back the cost of their care from their estates. This is
the deal Medicaid has offered since its inception in 1965 as amended by
mandatory estate recovery in 1993.

The other school of thought, ascendant recently, says the government should
require citizens to prepay long term care by means of payroll deductions in a
manner similar to other social insurance programs such as Social Security and
Medicare.

For decades researchers, advocates and policy makers have conducted
studies, published reports, and recommended programs to require the public
to participate in long term care social insurance. All of these efforts have
failed. Voters rebel.
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Likewise, funding long term care through Medicaid with the hope that people
would save, invest or insure privately against long term care risk and cost
have disappointed. Medicaid costs exploded while the private LTCI market
imploded.

Could there be a way to ease the path for social insurance, enhance demand
for private LTCI, and relieve the burden of long term care on Medicaid
simultaneously?

What if the federal government or individual states implement social insurance
programs for long term care but allow citizens plenty of time to opt out
permanently by purchasing private LTCI?

We have hard empirical evidence of what would happen based on actual
experience recently in Washington State. When citizens of the Evergreen State
were given the choice to pay a .58 percent payroll tax for long term care or
buy private insurance instead, more than 400,000 sought the latter option.

Because the state gave people a choice to opt out with too little advanced
notice, however, demand for private insurance overwhelmed insurance

carriers’ ability to meet it in the time available.

But done right, with plenty of time for people to obtain private insurance and
with a requirement to keep the coverage in effect year after year, private LTCI
could finally become a major long term care funder relieving financial pressure
on both the new social insurance program and Medicaid.

Win, win, win.

Social insurance covers all who do not opt out. LTCI covers the rest. Medicaid
survives as the safety net it was originally intended to be, but at much lower
cost and with sufficient resources to ensure access to quality care in the most
appropriate venues.

The Great Long Term Care Compromise invites social insurance advocates to
relinquish their demand for compulsory universal participation. It requires free
market advocates to agree with mandatory participation for all who do not opt
out. If both sides can make those concessions, we can quickly get everyone
covered for long term care now and for the future.
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