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EXECUTIVE SUMMARY

The U.S. is at a point where doing nothing to fix our
long-term services and supports (LTSS) system
exceeds the cost of trying to build a new program.
Due to a lack of federal movement, states are
increasingly looking at what they can do to build new
LTSS financing programs.

This report, a follow-up to Learning from New State
Initiatives in Financing Long-Term Services and Supports,’
explores progress made since 2020 in building new LTSS
financing programs in four states: California, Massachusetts,
Minnesota, and Washington state. While Washington is the
furthest along and starting to implement a new program, the
other three states have also made progress, either recently
completing orin the process of conducting an actuarial study.
The lessons and themes from these states can help illuminate
options and next steps for other states, including:
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(/) The pandemic boosted understanding of the need for,
and interest in, LTSS financing reform
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(&) Actuarial studies are key in supporting policy
conversations and consensus-building

Consistent stakeholder engagement is essential

(@) Setbacks are anormal part of the process

Policy development is a multi-year process

) Workforce considerations are still a work-in-progress




INTRODUGTION

The pandemic highlighted the fact that the American long-term

services and supports (LTSS) system is insufficient. Older adults
and people with disabilities struggle to access the services and
supports they need. Family caregivers struggle to fill in the gaps,
often at the expense of their own physical, mental, and financial
health. LTSS workers are vastly undervalued, causing many
dedicated professionals to leave the field.

The way Americans pay for LTSS has long been cobbled together. Those who are
extremely wealthy can afford to pay for LTSS out-of-pocket. Private LTSS insurance has
failed to meet the need, with premiums that are unaffordable for all but the upper-middle
and wealthiest classes.? This has resulted in Medicaid, designed to be a safety net for
low-income individuals, becoming the primary public payor for LTSS.* Many middle-
income individuals struggle to afford the care that they need and others are forced to
spend down their life savings in order to qualify for Medicaid and get the LTSS that they
need. This negatively impacts generational wealth—the primary contributor to overall
wealth in the U.S.—and widens wealth disparities.*

Given the growing aging population, many state budgets cannot sustain rising LTSS
costs, forcing difficult choices such as cutting or limiting services. Since the federal
government has not taken meaningful action on this,'states are exploring ways to better
finance the LTSS that their residents need.

The U.S. is at the point where the cost of doing nothing to fix our LTSS
system is now exceeding the cost of trying to build a new program.

In July 2020, the LeadingAge LTSS Center @ UMass Boston and the Center for Consumer
Engagementin Health Innovation published a report titled, Learning from New State
Initiatives in Financing Long-Term Services and Supports.® The report outlined how

six states (California, Hawaii, Maine, Michigan, Minnesota, and Washington) were
exploring and/or building new LTSS financing programs. This report is an update to

the 2020 report, digging into the progress that has since been made in building new
LTSS financing programs in four states: California, Massachusetts, Minnesota, and
Washington.

i. Thefederal government passed a socialinsurance program called the CLASS Act as part of the
Affordable Care Act but it was repealed due to lack of sustainable financing. Any federal initiatives
since have failed to gain traction.



TYPES OF LTSS FINANGING MODELS

PRIVATE LTSS INSURANCE: Private insurance companies provide coverage
toindividuals who pay premiums. This model tends to exclude lower-income
individuals who cannot afford the premiums.

SAFETY NET: The government provides LTSS coverage to individuals who fall
below a certainincome and asset level (asis done through the Medicaid program).
This model can force those of moderate means who would not otherwise qualify to

impoverish themselves to meet qualification thresholds.

SOCIAL INSURANCE: Individuals contribute taxes toward a government-run
program through which they can access benefits as needed. While this model can
work well for older adults who have had time to pay into the program, it does not
always meet the needs of younger people with disabilities.

©

In general, there are four primary types of
financing models, which are not mutually
exclusive. The U.S. already has a safety net
program (Medicaid) and private LTSS insurance.
As previously mentioned, the current systemis
inadequate, causing many to look to other models.
The most common model states have considered
is social insurance, supplemented by the existing
Medicaid program and private insurance
approaches.

While some states have explored expanding
private long-term care insurance, none have
cracked the code to support broad enrollment
and coverage, though some are considering itin
partnership with other approaches. States have
also explored expanding access to Medicaid.
However, they continue to run into the funding
challenges that have long existed within the
Medicaid system.

UNIVERSAL COVERAGE: The government provides LTSS coverage to all who need
it. Generally financed through general revenues and taxes, this model is the most
expensive to maintain but also tends to be the most equitable.

Therefore, a handful of states have landed on
social insurance fora few reasons. First, social
insurance could ease pressure on the Medicaid
system, which was designed as a safety net but=in
the absence of an affordable option—has become
the primary payor for LTSS. This is true even for
people who did not start out low-income but, due
to high medical and LTSS costs and somewhat
limited resources, came to rely on the program. In
fact, an estimated six million Americans receive
LTSS through Medicaid.® This has created growing
and unsustainable pressure on state Medicaid
budgets. By providing middle-income individuals
with LTSS coverage, a social insurance program
could prevent a portion of them from spending
down their assets and qualifying for Medicaid,
easing pressure on the Medicaid program and
preserving generational wealth.



Second, social insurance could create a more
sustainable way to pay for LTSS. Currently, most
states have annual budget fights over Medicaid,
which can limit the ability for long-term planning
and can lead to a system that is completely
underfunded. Socialinsurance allows the state
to create a built-in financing mechanism (usually
through payroll taxes) that avoids the need for
annual budget fights.

Third, socialinsurance can benefit a larger portion
of a state's residents and therefore enjoy a larger
base of support. It generally covers anyone who
pays into it (usually a majority of the population),
rather than only those who meetincome and/or
asset limits.

As a side note, while most states that are
considering social insurance programs are looking
at time-limited benefits, this does not have to be
the case. Some other countries (like Germany)
offer benefits without a time limit, which better
meet the needs of younger individuals with
disabilities.’

Study Approach

By consulting with experts in the field, we
identified four focus states (California,
Massachusetts, Minnesota, and Washington) that
had measurable progress on building a new LTSS
financing program since the 2020 report. First, we
conducted desk research on each of the four focus
states. Then, we conducted 2-3 interviews (either
overvideo call or email) to uncover additional
context on progress in each state. (A list of
interviewees can be found in the Appendix.)

Creating a New Financing Program

We have seen a growing interest among states
(even beyond the fourin this report) in building
new LTSS financing programs. Most states that
have explored new LTSS financing programs have
followed the same general steps.

Each state is different, and occasionally has to

go back to the previous phase to reassess its
assumptions and conclusions before moving
forward again. Of the four focus states, three
arein or have just completed the actuarial phase
(California, Massachusetts, and Minnesota) and
oneisinthe implementation phase (Washington).

Stages of Creating a New LTSS Financing Program
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STATE UPDATES

The following table provides a high-level overview of progress made in

each of the four focus states. A more detailed overview of each state can be
found on following pages.

California
Massachusetts

Minnesota

Washington

STATUS SUMMARY

California published a second actuarial
study in December 2023 that will be
used to provide a more detailed vision of
what an LTSS social insurance program
could look like and has expanded access
to Medicaid LTSS.

InJuly 2023, the state budget allocated
funding toward the completion of an
actuarial study to assess the cost of
various program design decisions
regarding a new LTSS financing
program laterin 2024.

The state released a report and
actuarial study in November 2023
andis now in the process of engaging
stakeholders and deciding the best path
forward.

The state created the first LTSS social
insurance program in the nation, called
the WA Cares Fund. It started collecting
payroll taxes in July 2023 and benefits
will beginin 2026.

PROGRAM
DESIGN

Social
Insurance
@ Medicaid
expansion
W Social
Insurance
v Private
insurance
W Social
Insurance

WL Social

Insurance

Actuarial study
completed;
stakeholder
engagement

Actuarial
study being
commissioned

Actuarial study
completed;
stakeholder
engagement

Implementation



\ CALIFoRNIA

SUMMARY:

California released an updated LTSS social
insurance actuarial study in December 2023.
Simultaneously, advocates have successfully
expanded access to Medicaid LTSS and continue
to push for further expansions.

PROGRAM DESIGN:

Socialinsurance; Medicaid expansion

STAGE:

Actuarial studies completed; reconvening
stakeholers

KEY STAKEHOLDERS:

Throughout these processes, the California

Aging and Disability Alliance (CADA)®-a

coalition including unions, consumer and worker
advocates, and providers—has been a driving force
in pushing the conversation forward.

DETAILS:

Previous work to build a new LTSS financing
program include:

O Creating a Master Plan for Aging in 2021,
which included a recommendation to build a
state-based LTSS financing program beyond
Medicaid;’

O Conducting an initial feasibility study in 2022
that looked at the cost of three different
structures for a state-based LTSS social
insurance program;'®and

O Conducting a second feasibility study in
2022 that was a precursor to a more detailed
actuarial study."

In December 2023, the Long-Term Care Insurance
Task Force released an actuarial report that
assessed five more detailed benefit options foran
LTSS socialinsurance program, after an involved
stakeholder engagement process.'

While there are still areas that need to be
assessed (such as workforce investments and
financing mechanisms), stakeholders will be
able to use this more robust data to determine
next stepsin establishing a new socialinsurance
program.

Meanwhile, CADA and othersin the state have also
been exploring how to expand Medicaid in ways
that support access to affordable LTSS. Successes
have included removing the LTSS asset limit and
expanding access to undocumented immigrants.'®

LESSONS FOR OTHER STATES:

O Stakeholders can choose to outline a fairly
detailed proposal for an actuarial study:.

O More than one study may be necessary.

O States may also want to examine Medicaid
LTSS coverage in addition to building a new
program.



m,. MASSACHUSETTS

SUMMARY:

In July 2023, the Massachusetts state budget
funded an actuarial study that will assess the cost
of various program design decisions regarding a
new LTSS financing program in 2024.

PROGRAM DESIGN:

Socialinsurance

STAGE:
Actuarial study

KEY STAKEHOLDERS:

To date, key stakeholders in moving the
conversation forward have included:

O LeadingAge MA;
O Massachusetts Senior Action Council;

O Marc Cohen, professorin the Gerontology
Department at UMass Boston and co-director
of the LeadingAge LTSS Center @ UMass
Boston;

O Massachusetts Senator Patricia Jehlehn; and

O Massachusetts Representative Tom Stanley.

DETAILS:

Effortsin Massachusetts date back to 2010, when
its Long-Term Care Financing Advisory Committee
made recommendations around implementing
the federal LTSS social insurance program in

the Affordable Care Act (the CLASS Act, which
was later repealed) .’ Building off the broad
realization during the pandemic that the structure
of the LTSS system is unsustainable, the Blue
Cross Blue Shield of Massachusetts Foundation
released a report on five key priorities for the next
administration, one of which was LTSS financing."
This helped to build momentum for LeadingAge,
Marc Cohen, and the Massachusetts Senior
Action Council to work with legislative champion
Senator Jehlen to fund an actuarial study through
the 2023-2024 state budget.” The results of the
study will be used as a starting point for broader
stakeholder conversations about what a new
LTSS socialinsurance program could look like in
Massachusetts.

LESSONS FOR OTHER STATES:

O An actuarial study is a relatively
uncontroversial step to move forward the LTSS
financing conversation.

O An actuarial study can be used to identify
legislative champions and begin educating
legislators about the need foran LTSS saocial
insurance program.



SUMMARY:

The state released a reportin November 2023
outlining three options to offer better LTSS
coverage, one of which was a social insurance
program. ltis now in the process of deciding
the best path forward in partnership with a
stakeholder advisory group.

PROGRAM DESIGN:

Private insurance; social insurance

STAGE:

Actuarial study completed; reconvening
stakeholders

KEY STAKEHOLDERS:

The conversation around LTSS financing has been
driven by the Own Your Future initiative, led by the
Minnesota Department of Human Services and
incorporating a variety of stakeholders."”

DETAILS:

Through an initiative called Own Your Future,
Minnesota has undergone a multi-stage process
toidentify the best ways to finance LTSS in

its state. It began with creating new private
insurance offerings to better meet the needs of
middle-income individuals, including a private life
insurance that converts to LTSS insurance after
age 65 (called LifeStage).

Realizing that the private marketis insufficient
in addressing the needs of middle-income
individuals, the latest stage of Own Your Future
resulted in areportand actuarial study, released
in November 2023, that offered three options
that could be implemented in combination or
individually:'®

O LTSS navigation and support services:
Provided virtually, telephonically, and in
person, these services would help people
understand their LTSS options and support
them in navigating the system.

O Medicare Companion Product: This product
would partner Medicare coverage with a
private or public insurance option that would
coordinate acute care and LTSS.

O LTSS SocialInsurance: Referred to as
the "Catastrophic Lite Benefit,” this social
insurance program would provide up to five
years of benefits after a two-year waiting
period. It would be paid for through a payroll
tax and/or through a monthly premium.

The Minnesota Department of Human Services
isin the process of convening stakeholders

and determining whether and how it will move
forward with the recommendations laid out in
the report. To support this decision-making
process, the state also funded studies on current
and future Medicaid LTSS utilization and on the
demographics of older Minnesotans."

LESSONS FOR OTHER STATES:

O There are ways to structure social insurance
programs around expanding a private
insurance market.

O States may want to consider a combination of
programs to meet LTSS needs.

FINANCING LONG-TERM SERVICES AND SUPPORTS



SUMMARY:

Washington created the first LTSS social insurance
program in the nation, called the WA Cares Fund.?
The program started collecting payroll taxes

in July 2023 and benefits will beginin 2026. In
November 2024, residents will vote on a ballot
initiative that would make the program optional,
undermining the financial stability of the program.

PROGRAM DESIGN:

Socialinsurance

STAGE:

Implementation

KEY STAKEHOLDERS:

From the start, Washingtonians for a Responsible
Future (now We Care for WA Cares?') has played

a keyroleindriving the conversation forward,
conducting public outreach and education and
bringing a variety of stakeholders into the process.

DETAILS:

Washington is leading the way in building a state-
based LTSS financing program. Passing the Long-
Term Services and Supports Trust Act?” (which
later became the WA Cares Fund?®) required
stakeholder engagement, coalition-building,
amending legislation, and working closely with
legislative champions. The program will provide
up to $36,000 in lifetime benefits to three groups:

1. Those who have paid in for at least 10 years;

2. Those who have paid in for at least three of the
last six years and have a sudden LTSS need; and

3. Those who were born before 1968 and have
contributed for at least one year (at a partial
benefit rate of 10% for each year contributed).

Since its passage, a few key amendments have
been made, including allowing:

O Military veterans with 70% or greater service-
connected disability to opt out;

O Workers who live out-of-state to opt out; and

O Near-retirees to access partial benefits.

In early 2024, an additionalamendment to the law
was made that will allow those who move out-of-
state to access benefits.?

Excitingly, the program began to collect payroll
taxesinJuly 2023. The state is working closely
with stakeholders to get all of the rules and
regulationsin place before 2026, when benefits
will begin to be paid out for eligible individuals.

On a less exciting note, opponents of the program
have gotten a ballot initiative that will be voted
onin November 2024.% If it passes, it will make
participation in the WA Cares Fund voluntary,
which would undermine the financial stability of
the entire program.

LESSONS FOR OTHER STATES:

O Stakeholder engagement is key throughout
implementation.

O Alaw can be updated to make the program
stronger.

O Messaging around the program is key to
managing heavily resourced lobbying interests
against programs.



THEMES

Six key themes emerged from the focus states:

)
©)

The pandemic boosted
understanding of the need for, and
interestin, LTSS financing reform

Actuarial studies are key in
supporting policy conversations and
consensus-building

Consistent stakeholder engagement
is essential

Setbacks are a normal part of the
process

Policy development is a multi-year
process

Workforce considerations are still a
work-in-progress




The Pandemic Boosted
Understanding and Interest

The pandemic disproportionately impacted older
adults and people with disabilities, who were

at high risk of complications and/or death from
COVID.2¢ This created a greater understanding
among the general public that our LTSS system
is inadequate and insufficiently resourced. As
Elissa Sherman from LeadingAge MA explained,
"Most older adults want to be able to age in their
communities and live in the place they call home,
even as their needs change. Unfortunately, our
payment system, or lack thereof, makesita
challenge for people to do that."

The pressure on state budgets illuminated the
need to develop a program that can help reignin
Medicaid LTSS costs. "Medicaid is going to have
some pretty significantincreases in the next 10-12
years and, somehow, we're going to have to find
some new funding options to help offset that,”
said John O'Leary, consultant to the Minnesota
Department of Human Services. Therefore, more
people, including policymakers, now understand
that we need to explore alternative LTSS financing
models.

“I'think there is definitely an
increased receptivity to the

[WA Cares] program [since the
pandemic] because a lot of people
saw how vulnerable older adults
were. A lot of families pulled their
family members out of residential
care settings. The reality of bringing
home somebody that you need to
care for was a wake up call.”

-Cathleen MacCaul, AARP Washington State.

Actuarial Studies are Key

An actuarial study examines the cost for various
configurations of a new LTSS social insurance
program. All four states have commissioned
actuarial studies, seeing them as usefulin
providing concrete data that is necessary to move
the conversation forward. In Massachusetts, for
example, funding for an actuarial study passed the
legislature relatively easily because it was viewed
as providing people with a common understanding
of the current state of the LTSS system along

with estimates for various reform strategies
forimproving our LTSS system. This helpsarm
stakeholders with the information they need to
design a program. As Victoria Halal from MA State
Senator Jehlen's office stated, funding an actuarial
study "seemed to be common sense...and an easy
way to the next level of understanding.” As another
example, California conducted a second actuarial
study with an enhanced stakeholder engagement
process. "[The actuarial studies have] been helpful
to keep the attention and conversation going
around the creation of a universal LTSS benefit,"
shared Amanda Ream of UDW.

“[The study is] all that prep work
that you go into a marathon with
and all of the training that you do so
you can figure out what you want to
implement.”

-Nikki M. Peterson,
Minnesota Department of Human Services

FINANCING LONG-TERM SERVICES AND SUPPORTS
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Consistent Stakeholder
Engagement is Essential

Interviewees repeatedly emphasized that
stakeholder engagement is essential. Given

that some key stakeholders have had opposing
interests in the past, relationship-building, joint
learning, coalition-building, and negotiation are
necessary in order to come to a proposal that most
stakeholders can align with. Planning is certainly
required to ensure that the needs and concerns

of all stakeholders, including LTSS consumers
and workers, are included in policy discussions.
Common stakeholders include legislators, unions,
disability advocates, aging advocates, consumer
representatives, LTSS providers, and state
agencies, among others.

"You need something to
rally around, not just a
problem, but a solution. |
think this is the first step.”

-Senator Patricia Jehlen,
Massachusetts State Senator

Stakeholder engagement can shape proposals

in a way that better meets on-the-ground

needs and has a higher chance of reaching the
implementation phase. For example, Minnesota's
actuarial study included a policy design structure
thatis slightly different than most other states
(providing coverage after a two-year wait period
rather than immediately). This approach was
modeled because the actuarial study was part of
alarger process to transform the LTSS financing
system and stakeholders identified other potential
solutions that could be combined with a social
insurance program (including private insurance
and community supports).

Interviewees also emphasized that stakeholder
engagement should be prioritized throughout the
process, rather than at a specific pointin time.

For example, the WA LTSS Trust Commission,

a stakeholder advisory board, is helping make
implementation decisions to ensure that they meet
the program’s goals of supporting community
members.

FINANCING LONG-TERM SERVICES AND SUPPORTS 13



Setbacks Are a Normal Part of
the Process

Building a new LTSS financing program is
politically, economically, and structurally
complicated. These four focus states have
shown that, given these obstacles, itis normal
to have setbacks. What isimportantis that
stakeholders are willing to come back together
to reexamine how to move forward. For example,
in Washington, the legislature made multiple
amendments to the law to address challenges,
including modifying who can opt out, delaying
the implementation of the payroll tax, and
allowing people who move out of state to still
access benefits. As another example, California
did not have sufficient momentum to pass a

bill after the first actuarial study. The second
actuarial study included a more detailed set of
program structures that will help stakeholders
determine the best path forward.

"The thing I've learned through
this process is that there are
so many critically important
policy pieces that look
innocuous that [determine
whetherit's] going to actually
work for people and not be
able to be exploited.”

-Madeleine Foutch, SEIU 775.

Policy Development is a Multi-Year
Process

The process of agreeing upon, passing, and
implementing a new program is one that takes
years. Interviewees emphasized that it is
important to set expectations accordingly. The
progress that has been made in the four focus
states provides valuable lessons that can help
other states move more quickly, such as:

O Anactuarial study is a promising first step.

O Stakeholder engagement is key throughout the
policy process.

O Certain messaging resonates with
stakeholders (like protecting the middle class,
supporting family caregivers, and reducing
Medicaid costs).

"We just have to recognize
that this is new territory and
it requires new behaviors and
new attitudes for rethinking
how we provide long-term
care.”

-Cathleen MacCaul, AARP Washington State.

FINANCING LONG-TERM SERVICES AND SUPPORTS 14
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Workforce Considerations Are Still
a Work-In-Progress

Low compensation and poor job quality have
contributed to an LTSS workforce shortage that is
only expected to worsen. Any new LTSS financing
system will have to include workforce solutions
and ensure that the success of a program does
not come at the expense of pulling workers

away from Medicaid. While all four focus states
understood the workforce challenges, they were
in the early stages of figuring out solutions. There
was hope that, by easing pressure on Medicaid,
more funding could be dedicated to worker
compensation. Additionally, some stakeholders
hope thata new program could better account
for workforce costsinits funding projections.

But most states have not gotten to the point of
figuring out exactly what that looks like and what
administrative and policy structures would need to
be putin place to make this happen. For example,
California’s latest actuarial study includes a
handful of areas for further exploration, one of
which is the LTSS workforce.?’

Additionally, home care worker unions have gotten
involved in some states. In both Washington

and California, Medicaid home care workers are
almost completely unionized. These unions have
been key backers of an LTSS social insurance
program because they see the limitations of the
Medicaid system in meeting the needs of the home
care workers and their families. "[SEIU 775's]
interest in this is centered on acknowledging

that this is a big gap in public benefits as a

country [while being] one of the fastest growing
industries in the country,” said Madeleine Foutch
from Washington's SEIU 775."So there was an
opportunity to really build upon the Washington
Medicaid system and the workforce standards that
we have created here into a larger market where
consumers do not have to qualify for Medicaid to
access higher quality care.”

"I think the workforce issues
continue to be a missing
piece of the discussion. It

Is important that we are
designing systems that
expand access, but there
needs to be a simultaneous
focus on recruiting and
retaining the workforce.”

-Brandi Wolf, SEIU Local 2015

FINANCING LONG-TERM SERVICES AND SUPPORTS 15



CONGLUSION

A growing number of states have acknowledged
that they cannot continue to rely on our current
LTSS system.

California, Massachusetts, Minnesota, and Washington have
made clear progress since 2020 in building new LTSS social
insurance programs. While Washington remains by farin the
lead, other states are keeping a close eye on it and already
applying lessons from this trailblazer. With the progress
being made in these and other states, we can hope that

the next decade will bring a more accessible and equitable
American LTSS system.

“The cost of inaction to family
caregivers, workers, and
consumers is actually greater
than the cost of building a new
program.”

-Ben Veghte, WA Cares Fund




APPENDIX

List of Interviewees

CALIFORNIA

O Amanda Ream - Strategic Campaigns Director, United Domestic
Workers of America (UDW)

O Brandi Wolf - Policy and Research Director, SEIU Local 2015

MASSACHUSETTS

O Victoria Halal - Senior Policy Director for Massachusetts State
Senator Jehlen

O Senator Patricia Jehlen - State Senator, 2nd Middlesex District,
Massachusetts Legislature

O Elissa Sherman - President, LeadingAge Massachusetts

MINNESOTA

O John Q’Leary - President, O'Leary Management Associates LLC;
consultant to the MN Department of Human Services

O Nikki M. Peterson - Quality Assurance & Improvement Plannerin
the Aging and Adult Services Division, Minnesota Department of
Human Services

O Nicole Stockert - Director of Legislative & External Affairs in Aging
and Adult Protection Services, MN Department of Human Services

WASHINGTON
O Madeleine Foutch - Director of Public Affairs, SEIU 775

O Cathleen MacCaul - Advocacy Director, AARP Washington State
O Ben Veghte - Director, WA Cares Fund
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