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Long term care providers must strive
to understand the critical shifts that
are driving their businesses now and
into the future. This month’s feature
Megatrends in Long Term Care, by
Christopher C. Puri, Boult Cummings
Conners & Berry PLC, discusses these
major forces as six large “Megatrends”
affecting long term care.
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On September 25, 2007,
General Motors (GM)
announced that it had

struck a deal with the United Auto
Workers union (UAW) for a new
labor agreement. By most public
accounts, the core of the disagree-
ment between the two sides had
nothing to do with the thousands of
UAW workers currently at GM plants.
Instead, the debate centered on what
healthcare was due to the 423,000
UAW retirees and spouses, and how
to pay for it. The linchpin of the deal
turned out to be GM’s commitment
to set up a trust fund for retiree
healthcare, known as a Voluntary
Employees Beneficiary Association,
or VEBA. GM wanted to form the
VEBA in order to get $51 billion in
retiree healthcare debt off its books.
In return for the hedge against rising
healthcare costs,1 GM will pay a guar-
anteed $30.9 billion between now and
2010, with potential additional pay-
ments of $1.6 billion depending on
the sufficiency of the VEBA funding
for the next 25 years. The VEBA will
be run by an independent board
overseen by the UAW. 

So what does a labor dispute in
the auto industry have to do with
healthcare providers, and more
specifically long term care (LTC)
providers? A lot. The GM deal
underlies a number of themes tran-
secting the healthcare landscape.
First, the payors of healthcare are
searching for cost certainty from the
exploding potential for future
healthcare costs as baby boomers
retire. By example, GM reduced its
potential future costs for healthcare

into a lump sum of certain dollars
today. Second, beneficiaries of
healthcare are being asked to share
more and more in the risk and the
cost of future benefits. By example,

retiree beneficiaries are partially at
risk for the proper management to
maintain the solvency of the VEBA
so that it can provide the contracted
future benefits. Lastly, the “social 
contract” of healthcare in the “golden
years” is being reshaped, and in
many ways, completely renegotiated.
Certainly many of the UAW retirees

and current GM employees never
envisioned such a dramatic change
in the way their healthcare benefits
are secured.

These cross-currents are not limited
to simply large company healthcare
cost discussions. The landscape for
LTC providers also is changing
because such a large segment of the
population affected by these cross-
currents are consumers of LTC.
These changes are not always front
page news, and many times they are
not even noticed by those in the pro-
fession every day. Nevertheless, LTC
providers must strive to understand
the critical shifts that are driving
their businesses now and into the
future. This article tries to summa-
rize those major forces into six large
trends that we will call “Megatrends,”
borrowing from the term coined by
futurist-author John Naisbitt.
Understanding these “Megatrends”
provides LTC providers, but more
importantly their counsel who advise
them, a sound foundation and
framework for responding strategi-
cally, and taking advantage of these
fundamental changes. The six
“Megatrends” that affect the future
of LTC or will change providers’
approach to and business strategies
in LTC are:
• Changing Reimbursement;
• Government as a Market Player;
• Standards of Quality;
• Diversification;
• Litigation and Liability Continue; 

and
• Advances in Technology.

Let us now examine the
Megatrends in detail.

Understanding
these

“Megatrends” 
provides LTC

providers, but more
importantly their

counsel who advise
them, a sound
foundation and
framework for

responding 
strategically, and
taking advantage
of these funda-
mental changes.
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Trend 1: Reimbursement
Will Decline on a Per
Capita Basis
One of the most powerful and ever-
increasing pressures on healthcare
payors since the implementation of
managed care in the 1980s and 90s
has been the pressure to reduce the
costs of healthcare. As the GM deal
indicates, all of the players in the
healthcare system are looking for
cost certainty from the future costs
that the baby boomer population
surge will bring to the system. Part of
the issue for GM was the desire to
hedge their future employee costs in
today’s dollars. The goal is no different

for federal and state governments,
which are the payors of anywhere
from 85% to 90% of total Medicare
skilled nursing facility (SNF) and
Medicaid nursing facility (NF) costs,
and the majority of all LTC.

The federal and state govern-
ments are looking for ways to reduce
the escalation of costs going forward.
That escalation of costs is clearly
borne out by the demographic
imperative that an aging baby
boomer population will create.
Estimates suggest the future number
of disabled elderly who cannot per-
form basic activities of daily living
without assistance may as much as
double from 2000 through 2040,
resulting in a large increase in
demand for LTC services. Spending
on LTC services just for the elderly is
estimated to increase by more than
two-and-a-half times between 2000
and 2040, and could nearly quadru-
ple in constant dollars between 2000
and 2050 to $379 billion, according
to some estimates.2 At these projec-
tions, there are simply not enough
dollars in the system. While LTC
providers may likely experience an
overall growth in the total budget of
Medicare and Medicaid on a per
gross dollar basis, the per capita
reimbursement will decline on an
overall basis as those dollars are
spread out over more people.
Providers will have to find ways to
deal with lower per unit reimburse-
ment given that dynamic.

The changing reimbursement
trends on the payor side are coupled
with an increasing clamp down on
the beneficiary side. Through the
Deficit Reduction Act of 2005
(DRA), government is increasingly
limiting the ability of beneficiaries to
shelter assets and income in order to
qualify for government paid for LTC.
More of the payment responsibility is
shifted to private individuals and pri-
vate resources if they are seen by gov-
ernment as “able” to afford their
own care. The lengthening of the
asset transfer and look back periods
in the DRA is likely to mean that
more individuals will rely or have to
rely on private resources to pay for
care. Again, this government effort
echoes GM’s effort to provide more
cost certainty to the reimbursement
system by increasing the risk sharing
by individual beneficiaries. 

Trend 2: Government as a
More Sophisticated Market
Purchaser/Player
Another Megatrend that seems likely
to continue is the effort of the federal
government to increase its presence
as a market purchaser of LTC. For
the foreseeable future, federal and
state governments are still the domi-
nant purchaser of LTC. According to
an analysis of government spending
figures, Medicare and Medicaid pay-
ments funded approximately 70% of
all long term care costs in the U.S. in
2005.3 Conscious of its purchasing
power, government continues to
increase its influence as a market
purchaser of LTC. In doing so, it
plays an important role in changing
the system through the services it
pays for and how it pays for them.

One of the more marketed depar-
tures from traditional ways in which
the government purchases LTC is its
efforts to trade flexibility with con-
sumers in exchange for fixed benefits
that are not “provider specific.” The
Centers for Medicare & Medicaid
Services (CMS) has accelerated its
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endorsement and funding of a pro-
gram called “Money Follows the
Person” or MFP. Like a block grant,
MFP allows an individual in an institu-
tional LTC setting the option to freely
control the spending of their benefit
dollars in a community service alterna-
tive setting. The MFP Rebalancing
Demonstration will support state
Medicaid efforts to “rebalance” their
long-term support systems by offering
$1.75 billion over five years in competi-
tive grants to states.4 Specifically, the
demonstration will support state efforts
to transition individuals from institu-
tions who want to live in the community,
and promote a strategic approach to
implement a system that provides per-
son-centered services and improve-
ment of such services in both home
and community-based settings and
institutions.

While government’s desire in
pushing these changes as an LTC pur-
chaser is likely, to a large extent,
budget driven, the new “consumer-
directed” forms of purchasing and
payment also capture the desire to re-
engineer a system capable of provid-
ing benefits to the surge of individuals
from the baby-boomer generation
soon to be accessing LTC services. 

Trend 3: Setting Standards
of Quality
Another Megatrend related to the
government’s role as a market pur-
chaser is its efforts in setting stan-
dards and benchmarking against
common expectations of quality.
These efforts will certainly mature in
the next few years for LTC providers.
Both government and the profession
itself are frantically pursuing the goal
of outcomes measurement. One of
the most important features of these
efforts is the integration of data to
evaluate and drive quality improve-
ment in facility operations, which
payors, the government, and con-
sumers have come to expect. While a
common desire both in the industry
payor community and for con-

sumers, the concern of being on the
low end of performance should be
significant for facilities. Being in the
low end of performance may likely
mean that your facility has a much
more difficult business situation in
which to operate.

Efforts such as “pay for perform-
ance” and recent attempts to with-
hold payment for medical errors in
hospitals indicate that the govern-
ment will increase its focus on the
expectation that it only pays for serv-
ices of a certain level of quality and
value.5 These new programs layer on
top of an already and increasingly
demanding survey process, especially
for SNFs and NFs. In all these capaci-
ties, the government is playing an
important role in setting the stan-
dards that are required for payment.
In coming years, demonstrable quality
will be expected for payment to an
even greater and more sophisticated
extent than it is now. As state
Medicaid programs increasingly
move to managed care programs in
Medicaid and for dual eligibles, the
ability of those managed care plans
to selectively contract with pur-
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chasers (LTC providers) based on
quality outcomes becomes a para-
mount consideration. We may not be
far away from seeing a situation
where a quality outcome threshold
will be set for payment, and may
even drive the ability of particular
providers to be involved in the pro-
gram. Medicare Special Needs Plans
already have such expectations, at
least at a basic level.

Trend 4: Litigation and
Liability Continue as a
Method of Reform
It seems not a day goes by without
another story about increased federal
enforcement and increased private
litigation against LTC providers.
Perhaps we see increased litigation
because of a desire by consumers to
improve quality or as an effort by the
federal government to ensure appro-
priate payment. LTC providers, espe-
cially nursing homes and assisted
care living facilities, face another
Megatrend in that they will continue
to struggle with litigation that drains

their resources for the foreseeable
future. Examples of these efforts to
increase liability and litigation in the
system abound. 

The DRA also funds significant
program integrity efforts. The
Medicaid Integrity Program, or MIP,
includes provisions that provide for
new enforcement mechanisms and
new data driven tools to identify
fraud on behalf of providers. Efforts
at the federal level are also making it
easier for potential qui tam relators
to bring false claims lawsuits. Under
DRA Section 6032, Medicaid
providers must provide policies and
certain education to employees and
contractors to ensure they know how
to identify and report fraud and
abuse. As Medicaid funds and the
control of them are increasingly
decentralized, both consumers and
government are going to be looking
at litigation as a means to improve
accountability for the dollars that are
spent. A recent announcement by
the U.S. Attorney’s Office in
Philadelphia indicates they plan to
use the federal False Claims Act

against personal care homes and
hospices in the same way they have
used it to prosecute nursing homes
for substandard care. In the press
release, the U.S. Attorney said that
“the potential for patient abuse and
neglect is great in personal care and
boarding care homes where resi-
dents with physical and mental
health problems and financial woes
often sign over their Social Security
benefits to the proprietors and are
completely dependent upon them.”6

Private litigation on the tort side
also continues unabated. In many
states, tort reform efforts have had
some effect in reducing lawsuits.
However, significant amounts of 
litigation still drain tremendous
resources from LTC providers, espe-
cially nursing homes and assisted 
living facilities in terms of dealing
with quality of care issues and quality
of care lawsuits. 

Trend 5: Advances in
Technology
One very positive and exciting
Megatrend that holds tremendous
possibilities is the development and
advancement of technology and the
integration of technology into the
care LTC facilities are providing.
Technology offers LTC providers an
opportunity to serve patients in a
much more cost-effective fashion.
Electronic medical records (EMR)
will become the standard much
more quickly than providers expect.
Technology will give providers an
opportunity to serve patients more
cost effectively. It also affords
providers with the opportunity to
improve operations and improve
compliance because, in fact, technol-
ogy can solve many of an LTC facility’s
day-to-day challenges. However, the
struggle for providers will be that the
technology comes at a high price.
Along with all of the other issues that
LTC providers face, the capital invest-
ment in such projects will be chal-
lenging for them. The whole EMR
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system also needs to quickly develop
interoperability standards so LTC
and acute care providers can share
data easily. 

Technology also is giving seniors
the ability to remain independent
for a longer period than even before.
For example, an adult child who
resides hundreds of miles away from
a parent can utilize technology to
help monitor that aging parent, and
home care services to provide certain
aspects of the parent’s care, rather
than urging mom and/or dad to
move to an assisted living facility.
New forms of technology—including
connectivity technology to remotely
monitor and supervise individuals
and robotics to actually provide serv-
ices to them—hold the promise and
challenge of replacing certain seg-
ments of how LTC is currently deliv-
ered. Without doubt, technology will
also push forward the desire of the
“age wave” of LTC patients to receive
care where they want and on their
own terms.

Trend 6: Diversification
All of the previous Megatrends cul-
minate in the clear view that LTC is
in the process of being redefined.
Both at the government level and at
the individual consumer level, there
is more and more demand for home
and community-based services.
Governments are pushing for the
payment of these services as addi-
tional options for individuals, and
changing government reimburse-
ment through programs like the
New Freedom Initiative to “rebal-
ance” the mix of payments for insti-
tutional versus community services.
For example, the total Medicaid 
dollar increase in non-institutional
care increased over $22 billion (com-
pared to $8.1 billion for institutional
care) and comprised almost 70% of
the increase in total new Medicaid
LTC spending dollars. (See chart
below.)

It will be increasingly difficult for
providers to survive in the new mar-
ket if they offer only a single service
on the continuum (i.e., nursing
home care). As the overall global
budgets flow across service types and
increasing numbers of beneficiaries,
capturing multiple revenue streams
for multiple types of LTC services
becomes an essential business strategy.

Providers are not passive players
in this system, however. In addition
to the external stakeholders, the early
adopters within the LTC services pro-
fession are playing and have played a
major role in this redevelopment of
LTC. To respond to these changes,

counsel can assist providers in the
acceleration of the business strategy
of diversification. By expanding the
available services offered, a provider
can naturally expand the opportunities
to secure that funding at numerous
points on the continuum, rather
than just at a single point as a nurs-
ing home or assisted living facility,
for example. The business strategy
appears deceptively obvious, but LTC
attorneys can play an important role
both with the analysis and under-
standing of the business aspect (the
“advisor” role) as well as with the
analysis of how various state and 
federal laws and regulations make
that strategy easier or more difficult
(the “counsel” role).

How the AHLA LTC
Practice Group Is Changing
as Well
To accommodate and support
healthcare attorneys with their prac-
tice and to help them excel in this
changing landscape, AHLA’s Long
Term Care Practice Group (LTC PG)
is evolving. The main mission of the
LTC PG is to serve those lawyers who
work with LTC clients; to expand on
that mission, the LTC PG is broaden-
ing its scope and the types of value
added resources it provides for prac-
titioners.

In the coming year, the LTC PG
will focus more on expanding the
LTC resources available to PG mem-
bers so they can meet the challenges
of understanding these Megatrends
in long term care and help their
clients understand and seek the
opportunities within them. A lot of
the evolution will come in the form
of more material, information, and
resource sharing for all providers
along the so-called continuum.
Resources and programs will focus
on sectors including assisted living,
home health and hospice, and home
and community-based services, as
well as higher-end services like LTC
hospitals and geriatric psychiatric
hospitals.
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Year

Non-Institutional Care

Institutional Care

Total (in billions)

1995

$12.8 (19%)

$51.2 (81%)

$63.4

2000

$21.4 (28%)

$56.2 (72%)

$77.8

2005

$34.8 (37%)

$59.3 (63%)

$94.5

Medicaid Spending for LTC (1995-2005)7
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Two of the first places PG mem-
bers will see this evolution will be in
the name of Practice Group and in
the upcoming Long Term Care and
the Law program.  The LTC PG will
be recommending to the AHLA
Board a new name that captures the
goal of providing resources across
the entire spectrum of LTC for its
members. At the sister Long Term
Care and the Law program in New
Orleans this year, the programming
will offer for the first time a new
track on assisted living, residential
care facilities, and senior housing.
The Long Term Care and the Law
Planning Committee has been hard
at work with a group of provider
leaders in those business sectors to
develop content that continues on
the long tradition of that program as
being the best source for legal educa-
tion of regulatory, operational, and
business programs in LTC. The re-
creation of the program schedule
will allow Long Term Care and the
Law to meet the demand that many
in those sectors have expressed for a
program that provides the same
excellent education for other LTC
business sectors as it has done for
SNF and NF providers.

The coming “age wave” is already
impacting Medicaid LTC reform and
the evolution to a new LTC delivery
system. The challenges for federal
and state governments, beneficiaries,
providers, and their counsel are
numerous and varied. Those chal-
lenges also hold within the great
opportunities for LTC providers who
innovate and adapt their business

plans, and perils for those who
refuse to do so. As with nearly all
issues in healthcare, those challenges
also hold great opportunities for
knowledgeable LTC attorneys to add
tremendous value to their clients’
business and provide needed and
highly valuable legal services. 

Christopher Puri is an attorney with
the Nashville, TN firm of Boult
Cummings Conners Berry, PLC’s in their
Senior Housing and Long Term Care
team. He is also a member of the
American Health Care Association Legal
Committee, a past chair of the AHLA
Long Term Care Practice Group, and cur-
rently serves on the AHLA LTC and the
Law Planning Committee. His practice
focuses his practice on providing ongoing
counseling on regulatory, reimbursement,
legislative, and business development issues
for long-term care providers. Through his
practice, he has been active in developing
long term care policy at both the state and
national levels.
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