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Long Term Care  

Long term care is NOT…a very fun topic.  While my associates get to help clients 

prepare for all the great things in retirement, we in Risk Management get the less 

“desirable” issues like how to protect your retirement assets from the impact of long 

term nursing care.  Although the financial risk exposure is high, it is an uncomfortable 

topic for many people to confront, so it often goes ignored. It is our job to bring it to 

the surface.   

The name certainly doesn’t help.  “Long term care” can suggest a negative picture of 

confinement to a bed in a nursing home.  Though that is actually rare, considering 

most care is received in more comfortable settings, negative images come to mind 

and many would just rather not talk about it.  Others might try to rationalize... ”it’s 

not going to happen to me”.   Procrastination and denial are the enemies of 

planning.   

Our goal in addressing LTC head on is to dispel misconceptions and correct 

misinformation.   Ultimately, we would like to  raise the comfort level so open 

discussions can occur and a plan can be put in place.    

The ideal scenario for an extended care plan would include… 

 An appropriate level of care that is delivered at the time it is needed and at the 

desired location 

 Open communication so your wishes are known among all the pertinent parties 

 Minimizing the reliance for care and financing from family and friends 

 Private funding and avoidance of government dependency (Medicaid) 

 A Legal framework in place well in advance of the need for care 

 

The patient should receive a high level of appropriate care from professionals at the 

location of choice.  Family and friends are called on for emotional support and are 

not depended on to provide care or financing.   

This is a very emotional and complex issue with plenty of misconceptions and 

misunderstandings surrounding it.  This will be the first of many articles intended to 

help provide clarity, encourage proactive planning, and perhaps help you have those 

difficult conversations with your loved ones that you may be supporting and those 

that may be your support.    

Why we should care about long term care? 

In contrast to many of the other risk management topics that we face, long term care 

is typically where Americans are the least prepared. Almost all Americans have their 

home, autos, and liabilities insured. However only about 6% of Americans have long 

term care coverage. This is especially troubling considering that nursing care and 

support services carry considerable risk and financial exposure.  Consider the 

following: 

 The need for care can occur at any age; most commonly in the elderly stage of 
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life but not exclusively. 

 Statistically, Long Term Care event is more likely to occur than a property loss or disability  

 According to the US Department of Health & Human Services, 70% of people turning 65 can expect to use some form 

of long term care during their lives.  

 There is no limit to the exposure. Support and nursing services could potentially be required for many years 

 Medicare does provide some short term nursing benefits. These are almost certainly going to be inadequate. 

 Medicaid does pay… in limited locations… after your assets are depleted 

Extended care is a life changing event with significant personal and financial consequences which are often misunderstood or 

simply ignored.   

Learning from Experience 

Considering many of the above observations, we are seeing an increased interest in this topic.  As the population ages, and more 

people need care, those around them are living it as well.  Family and friends are being exposed first hand to the physical, 

emotional, and financial challenges of extended care.  In many of these circumstances the family may be providing care as an 

informal caregiver, they may be helping to cover the cost, or both.  “Living it” is sparking the interest to initiate planning now to 

be better prepared later.  “I don’t want to be a burden on my kids.”  “I don’t want to put my family through what I am going 

through.”  Experience is starting to whittle away at denial.   

The financial realities of the situation are often eye opening. There can be a sticker shock and also the realization that the cost is 

not covered by medical insurance or a government program.  One of the most common misconceptions is that Medicare will cover 

nursing care.  It does in certain situations but only for a few months, not long term.  For those in retirement, the strain of the 

added monthly expense to an income plan can have dramatic long term implications.  Additionally, it could create problems for a 

surviving spouse that is left with less retirement resources after the first spouse’s care event.   

I personally can relate to the sticker shock as two years ago my mom needed care.  At that time the cost of skilled care was 

$10,000 a month in Bartlett, IL .  After some time she was able to move to less intensive memory care in St. Charles which was 

$6,500 a month.  Today, that same care has increased to well over $7,000 in just 2 years.   Locations and the level of care needed 

can vary, of course, but the trend of rising costs is industry wide.  If you would like to do your own research, I recommend that you 

visit some facilities.  They have staff that will provide cost information as well as a tour.  Another great online resource is 

“Genworth cost of care”.  Genworth has done an extensive national cost survey for years and that data is readily available.  There 

is an interactive map that allows you search the country for the cost of various types of care.  Once you start looking for facilities 

as you drive around, you will notice just how many there are and how many are under construction… preparing for the silver 

tsunami.   

Baby Boomers   

The post-World War II population bubble saw 76 million people born between 1946-1964. That generation has impacted and 

influenced society in numerous ways and they will likely have a significant impact on nursing care costs in the coming decades.  

Demand, the significant jump in those needing care as this group ages, will greatly outnumber the supply of caregivers – forcing up 

the cost.   

There is already a shortage of health care workers.  Ask anyone who runs a nursing facility or home care service what their biggest 

challenge is and the answer is most often finding quality help.  To attract a competent and committed workforce they have to 

raise wages and the increase benefits.  The added labor cost is passed on to the care recipients.  The baby boomers will likely 

make this situation considerably worse.   

Although nursing care could be required at any age, the group that needs it the most are seniors.  Most commonly after age 80.  

The tsunami of seniors has not hit the nursing care shore yet – the oldest is 73.  What will be the impact on the cost of nursing care 

when this population bubble is in need of care and there is simply not enough caregivers?   Genworth’s survey shows an annual 

increase in nursing care costs over the past 15 years between 1.5% and 3.8%, depending on the type of care.  When the wave hits 

and number of those that need care drastically increases, will the cost to provide that care see a dramatic spike?  What will those 

of us at the end of the boom be paying for care when we get there in 20 or 30 years?   

All of this is adding to the importance of planning now.   

In future articles we will explore a wide variety of topics including…  

 Background and definitions – what is long term care? 

 Informal caregiver – the unpaid labor force and the personal consequences they face 

 Financial impact on retirement income 

 Funding options 
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