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Executive Summary

Policymakers and others have begun to develop proposals that would create incentives
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for better care coordination and provide individuals with new LTC financing options.
Various health reform proposals have included policies such as post-acute and hospital
bundling, which would increase provider accountability for care provided across multiple
care settings, and the medical home model, which would pay providers directly for care
coordination. Proposals have also included a new social insurance program to finance
LTC that would be available to working-age Americans.
In order to contribute to these efforts and address the need for provider accountability
and better care coordination, Wesley Enhanced Living (WEL), a nonprofit owner and
operator of multiple residential LTC communities called “continuing care retirement
communities” (CCRC) in Pennsylvania, has proposed the Senior Healthcare and Housing
Initiative for Transformation (SHIFT), a demonstration program that would coordinate
and integrate acute and LTC services in combination with housing.
The SHIFT program would pool a wide range of funding sources, including home equity,
Medicare, and Medicaid. In order to integrate health, LTC services, and housing across
these sources of funding, an on-campus, multidisciplinary team of providers would
provide care coordination and management for all enrollees, targeting services and
supports in a manner that would reduce unnecessary healthcare use.
WEL designed SHIFT to achieve the following goals through co-locating health, LTC, and
housing services.
•

•

Reduce Healthcare Costs. By offering intensive care coordination in the same
location as resident homes and community activities, WEL intends to target
healthcare services appropriately and reduce overall Medicare spending and
healthcare use for its enrolled population.
Maintain Enrollee Independence and Avoid Institutionalization. Through early
intervention, SHIFT will provide services necessary to support independent living for
as long as possible.
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The United States spent more than $200 billion in 2006 on a long-term care (LTC) system
that provides inadequate financial protection for the elderly and relies heavily on
government funding. Most individuals pay for LTC out of their personal savings until
they are poor enough to qualify for Medicaid, which offers few choices other than
institutionalization. In addition, the healthcare system inadequately manages the
healthcare costs of people with LTC needs. As these patients move across multiple health
and LTC settings, their care lacks the consistent coordination and management
necessary for the efficient and effective use of healthcare resources. The impending
growth of the elderly population will only exacerbate these problems and create
significant federal and state budgetary pressures.

•

Provide Affordable LTC. By combining multiple funding sources, WEL intends to
make non-institutional LTC services available to individuals who might not
otherwise be able to afford them.

WEL engaged Avalere Health to analyze the proposed demonstration program. We
analyzed whether the demonstration design would require a change in law and
estimated the budgetary impact of the proposed program.
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Key Findings
SHIFT

Avalere found that the SHIFT demonstration design would require both Medicaid and
Medicare funding to operate. We found that Medicaid funding would not be available
under current law, thus requiring a waiver or change in Medicaid law to receive the
funding. Alternatively, we found that Medicare funding would be available under current
law as long as SHIFT becomes certified as a Medicare Advantage (MA) plan or partners
with an existing plan.
Avalere estimated that, should SHIFT secure Medicare and Medicaid funding, Medicaid
would spend about 20 percent less on an initial cohort of 1,000 SHIFT enrollees than it
would for that population under the current Medicaid program. This would equate to a
net savings from the beginning of the program through the end of the current 10-year
budget window of $4.107 million.
Although WEL expects to achieve significant Medicare savings, we did not estimate these
savings. SHIFT’s approach to integrated care is new and thus no documented healthcare
savings from other integrated care programs could support assumptions we might make
about healthcare savings. Furthermore, since we determined that SHIFT can operate
without a change in Medicare payment rules or law, the program would not generate
Medicare savings compared to current law.

The SHIFT Proposal
The SHIFT proposal would fully integrate housing, LTC services, and medical care for
elderly participants in a CCRC setting. The initial SHIFT demonstration sites – not yet
constructed – would be in Pennsylvania. Residents would join the program by paying an
entrance fee and subsequent monthly fees that would stay the same over time even if a
resident’s service needs increase. In exchange, enrollees would receive housing as well as
coordinated LTC and medical care for the remainder of their lives. The following are key
features of the proposed program.
•

Expand the CCRC model to include fully integrated LTC and medical care. SHIFT
would offer an onsite, intensive, interdisciplinary team approach to the coordination
and management of acute and LTC services. Current CCRC models do not offer
medical care as part of the community, nor do they integrate LTC and acute care
services.

•

•

Through the proposed structure, the SHIFT demonstration will test whether its care
management approach and the provision of appropriate LTC services can reduce both
overall healthcare spending relative to the Medicare managed care payments it receives
and Medicare fee-for-service spending.

Methodology and Assumptions
Avalere Health developed two models to estimate the impact of SHIFT on Medicaid
spending. The first model projected what Medicaid would spend on individuals enrolled
in the SHIFT program (i.e., SHIFT residents) and the second estimated what Medicaid
would spend on those individuals in the absence of SHIFT (referred to as the “baseline”
scenario). We used each model to estimate the number of individuals who would receive
Medicaid, their per capita Medicaid costs, and their overall Medicaid spending. We
projected costs over the next 10 years, the time frame traditionally used in federal
budgetary estimates.
Medicaid Spending Under SHIFT Proposal
We developed a model that enabled us to track enrollees by their income and assets as
well as their expenses over a ten year period while enrolled in SHIFT. When enrollees’
income and assets were no longer sufficient to cover the cost of living in SHIFT’s CCRC,
we identified them as Medicaid recipients and calculated the amount that Medicaid
would spend to cover the difference between their financial resources and the program’s
monthly fee. In this way, we estimated the total number of Medicaid-eligible enrollees
each year and the total yearly amount that Medicaid would spend on those SHIFT
participants. This estimation required making the following assumptions:
1.

Demographic and Financial Profiles of the SHIFT Population. We used the Health
and Retirement Survey (HRS) to obtain the income and asset levels of the population
eligible for SHIFT. We identified this population by age, ability to afford the entrance
fee, and lack of disabilities on entry.
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Combine available funding streams. SHIFT would accept payment from Medicare
and residents. For residents who exhaust assets and whose income alone is
insufficient to cover the monthly fee, SHIFT would request a Medicaid payment, at
an amount less than or equal to the monthly fee. As described above, SHIFT would
require a change in law in order for Medicaid to provide this supplement.
Allow individuals, regardless of income, to age in place in a “life care” CCRC. “Life
care” CCRCs serve elderly individuals who are relatively healthy when they enter the
CCRC, which then provides other types of housing and LTC services, such as assisted
living and nursing home care, as residents become frail and need more assistance.
Care is provided for the same monthly fee, regardless of the amount of care needed
(independent housing, assisted living, or nursing home). Because SHIFT is combining
funding streams and using Medicaid as a source of funding for residents whose
financial resources are insufficient to cover the full costs of care, it can make this
model available to individuals who would not otherwise be able to afford it.

2.

4

Expenses in SHIFT. We based our estimate of the SHIFT entrance fee and monthly
fees on the fees of comparable life care CCRCs in Pennsylvania. Under guidance from
WEL, we inflated the fees to adjust for capital costs for the construction of new SHIFT
CCRC sites. We also assumed a modest monthly expense to cover additional living
expenses based on WEL’s experience with their current CCRCs.

SHIFT

Using the above data points, we projected the spending patterns for individuals with
different levels of income and assets. Enrollees would qualify for Medicaid if they spent
all of their assets and did not have enough income to cover the ongoing costs of the
SHIFT CCRC, with Medicaid paying the difference between the two amounts. For each
year, we calculated the total number of SHIFT enrollees that would receive Medicaid and
the total amount that Medicaid would spend on them.

Medicaid Spending Absent SHIFT
Avalere developed a model that uses demographic data from the HRS and national
survey data on rates of nursing home use by age to estimate how many SHIFT enrollees
would receive Medicaid LTC services absent the SHIFT program. We then used data on
Medicaid spending in Pennsylvania to estimate how much Medicaid would spend on
those individuals for nursing home services, home- and community-based services, and
other acute care services each year if they were not enrolled in SHIFT. This estimation
required making the following calculations:
1.

2.

3.

Calculating the percent of Pennsylvania elderly receiving Medicaid-covered nursing
home stays. We used data on nursing home usage from the National Nursing Home
Survey and Census Bureau projections of the elderly population in the state to
estimate the number of elderly in Pennsylvania nursing homes and the total elderly
population in Pennsylvania.
Calculating the percent of SHIFT-eligible elderly receiving Medicaid-covered
nursing home stays. Since enrollment in SHIFT assumes that individuals are able to
afford the entrance fee and have no disability on entry, the “SHIFT-eligible”
population would use Medicaid at a different rate than the elderly population at
large. We used the HRS data to estimate the subset of the total Pennsylvania elderly
population as well as the subset of the elderly receiving Medicaid-covered nursing
home stays that would have been eligible for SHIFT. This calculation allowed us to
alter the percent of Pennsylvania elderly receiving Medicaid-covered nursing home
stays to reflect the slightly lower rate of use for the SHIFT-eligible population. We
then applied this percent to the 1,000 individuals enrolled in SHIFT, decreasing the
total population over time to account for mortality.
Calculating Medicaid spending on nursing home stays for the SHIFT-eligible
population. We used data from the Medicaid Statistical Information System (MSIS)
to calculate the amount that Medicaid spends historically per capita on nursing
home care in Pennsylvania, decreasing this amount slightly due to the slightly
higher average income of the SHIFT population. We then multiplied this per capita

4.

Limitations
While we based our assumptions on data when possible, our analysis was limited by the
available data sources and any changes in our model assumptions noted above may
impact the results of our analysis. When solid evidence from research or other
programmatic experience was lacking, we used our best analytic judgment about the
likely behavior of individuals and providers in response to the proposal’s incentives. Key
limitations to our analysis include the following:
Enrollment. Our models required assumptions surrounding enrollment and
demographics, which we based on available evidence and analytic judgment. However,
since SHIFT would enroll a relatively small population in Pennsylvania, the demographic
and income and asset profiles of the actual SHIFT population could vary from the
population of the United States as a whole.
Economics and Policy. Both of the models incorporate data on personal assets, like
home equity and stocks, which predate the recent financial crisis and recession. Many of
those assets have obviously declined significantly in value and will recover their value
slowly, if at all. While we would have preferred to account for this drop in asset values in
our estimates, it would be extremely difficult in the model that we used for the
baseline. We decided not to make an adjustment to either model in order to ensure an
equal comparison between our estimates.
SHIFT Costs. We made assumptions on the amounts of the monthly fee, entrance fee,
and cost-of-living expenses based on data from a comparable life care CCRC in
Pennsylvania and direction from WEL. We did not analyze the actuarial or operational
viability of these program costs. To the extent that any of these costs shift due to
operational necessities, this will impact the budgetary requirements of the SHIFT
demonstration. Further, little data exists to support assumptions surrounding whether
out-of-pocket spending would vary in a retirement community by income and, if so, the
degree it would vary. To the extent that individuals spend more than the estimated living
expenses, they could become eligible for Medicaid payments under the demonstration
sooner than we estimated.

5
Financing A New Integrated Care Model

amount by the number of SHIFT individuals in nursing homes to estimate Medicaid
spending for nursing home services for the SHIFT population.
Calculating Medicaid spending on other services including home- and communitybased services. We obtained data from the Office of Long Term Living in
Pennsylvania on spending on home- and community-based services (HCBS) and data
from MSIS on spending on acute care for the elderly population. We calculated the
ratio of spending for HCBS and acute care to spending on nursing home services. We
then multiplied this ratio by our estimate of Medicaid spending on nursing home
care for the SHIFT population under baseline. We also took into account that
individuals eligible for SHIFT are more likely to have sources of coverage other than
Medicaid.

Scope of Impact. Additionally, this study did not analyze the impact of SHIFT on total
Medicaid nursing home spending. Therefore, we did not estimate any impact from “bed
backfill,” which can occur when nursing home bed supply is tight and beds become
available.

6
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Introduction
The United States spent more than $200 billion in 2006 on a long-term care (LTC) system
that provides inadequate financial protection for the elderly and relies heavily on
government funding. This system is poorly prepared to meet the needs of the baby boom
generation as it reaches old age over the next 20 years.

In addition, the healthcare system does little to coordinate and manage the healthcare
needs of people with LTC needs. Medicare spends about 3.5 times more on care for
elderly beneficiaries with disabilities than those without disabilities but has few
payment incentives to encourage care coordination and management for this
2
population. As these patients move across multiple health and LTC settings, their care
lacks the consistent coordination and management necessary for the efficient and
effective use of healthcare resources.
The impending growth of the elderly population will only exacerbate these problems and
create federal and state budgetary pressures. The Office of Management and Budget
3
projects a staggering federal deficit for 2010. While this deficit reflects near-term
government spending on economic relief, it also reflects rising healthcare costs for the
elderly. These costs will continue to contribute to deficits in the absence of better
healthcare spending controls and LTC financing mechanisms to replace Medicaid.
Policymakers and others have begun to develop proposals that would create incentives
4
for better care coordination and provide individuals with new LTC financing options.
Various health reform proposals have included policies such as post-acute and hospital
bundling, which would increase provider accountability for care provided across multiple
care settings, and the medical home model, which would pay providers directly for care
coordination. Proposals have also looked to create a new social insurance program to
finance LTC that would be available to working-age Americans.
In an effort to address the need for provider accountability and better care coordination,
Wesley Enhanced Living (WEL), a nonprofit owner and operator of multiple residential LTC
communities called “continuing care retirement communities” (CCRC) in Pennsylvania,
has proposed a new demonstration program that would build on the concepts inherent
in proposals such as post-acute care bundling and the medical home model. WEL has
proposed the Senior Healthcare and Housing Initiative for Transformation (SHIFT), a
program that would provide and integrate acute and LTC services in combination with
housing.
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Policymakers have long acknowledged that our LTC system inadequately serves people
with disabilities. It provides individuals with few options to secure their own protection
against the high costs of LTC. Most individuals pay for LTC out of their personal savings
until they are poor enough to qualify for Medicaid, which offers few choices other than
institutionalization. Elderly individuals who have few private resources and seek to avoid
Medicaid rely heavily on unpaid family support or go without needed services.

The SHIFT program would pool a wide range of funding sources, including home equity,
Medicare, and Medicaid. In order to integrate health, LTC services, and housing across
these sources of funding, an on-campus, multidisciplinary team of providers with close
proximity to residents and community activities would provide care coordination and
management for all enrollees, targeting services and supports in a manner that reduces
unnecessary healthcare use.
WEL designed SHIFT to achieve the following goals:
8
•

SHIFT
•

•

Reduce Healthcare Costs. By offering intensive care coordination that occurs in the
same location as resident homes and community activities, WEL intends to target
healthcare services appropriately and reduce avoidable hospitalizations, rehospitalizations, and other unnecessary utilization. In this way, WEL plans for SHIFT
to lower overall Medicare spending and healthcare use for its enrolled population.
Maintain Enrollee Independence and Avoid Institutionalization. Through
appropriate and early intervention, SHIFT will provide supports and services
necessary to support independent living for as long as possible.
Provide Affordable LTC. By combining multiple funding sources, WEL intends to
make the SHIFT program available to people who might not otherwise be able to
afford a CCRC or other types of residential care not covered by Medicaid. The SHIFT
program would offer middle-income enrollees the opportunity to convert their home
equity and other assets into lifetime housing, healthcare, and LTC coverage. It also
hopes to leverage funding from other sources such as the Department of Housing
and Urban Development (HUD) to make the program affordable to the lowestincome seniors, a concept beyond the scope of this analysis.

WEL engaged Avalere Health to analyze the statutory feasibility and budgetary impact of
this proposal. The following report summarizes our key findings, describes the major
elements of the SHIFT proposal, the changes in law required to implement it, and
explains the methodology and assumptions used in our budgetary analysis.

Key Findings
Avalere completed two analyses to further develop the SHIFT proposal. First, we assessed
WEL’s ability to secure Medicare and Medicaid funding for SHIFT. We found that SHIFT
would require Medicaid funding not available under current law, requiring a waiver or
change in law to receive the funding. We also found that SHIFT would not require
changes in Medicare law as long as it operates as a Medicare Advantage (MA) plan or
partners with an existing plan.
The federal government is more likely to approve a change in Medicaid law or a waiver if
doing so will not increase program spending. Therefore, for the second analysis, we
estimated how much Medicaid would spend on individuals enrolled in SHIFT over a 10-

year period and compared that to an estimate of what Medicaid would spend on those
individuals in the absence of the program.
As shown in Figure 1 below, we found that Medicaid would spend about 20 percent less
on an initial cohort of 1,000 SHIFT enrollees than it would under the current Medicaid
program. SHIFT would expand the number of people receiving Medicaid payments, but
per capita spending on this expanded population would be much lower than for current
Medicaid recipients. This remains true even as individuals age and begin to need higher
levels of care.
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Year 1

Year 2

Year 3

Year 4

Year 5

Year 6

Year 7

Year 8

Year 9 Year 10

10 Year
Total

Total
Medicaid
Costs (in
millions)

$0.244

$0.772

$0.756

$1.607

$1.509

$2.195

$2.308

$2.180

$2.081

$1.876

$15.528

Per Capita
Medicaid
Payment

$5,180

$17,070

$9,700

$18,250

$18,780

$16,120

$16,280

$16,270

$17,310

$17,590

Persons
Receiving
Medicaid
Payment

47

45

78

88

80

136

142

134

120

107

$1.090

$1.358

$1.724

$2.135

$2.513

$2.894

$3.196

$3.504

IN SHIFT

ABSENT SHIFT (BASELINE)
Total
Medicaid
Costs (in
millions)

$0.383

Per Capita
Medicaid
Payment

$38,830 $40,230 $41,660

Persons
Receiving
Medicaid
LTC

10

$0.839

21

26

$43,130 $44,620 $46,140 $47,690 $49,270 $50,870 $52,490

31

39

46

53

59

63

67

Note: Components may not sum to totals due to rounding.

Although SHIFT expands the number of people eligible for Medicaid, there is a cap on per
person spending at an amount far below what Medicaid would otherwise spend on a
person eligible under current Medicaid rules. The Medicaid per capita spending is lower
because SHIFT residents contribute their housing equity and other liquid assets to fund
the costs of care while SHIFT guarantees capped costs for residents and Medicaid.
The SHIFT demonstration will test whether its care management approach and the
provision of appropriate LTC services can reduce overall healthcare spending relative to
the Medicare managed care payments it receives and Medicare fee-for-service spending.
WEL believes that the savings potential in Medicare is greater than the savings potential

$19.635
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FIGURE 1 Impact of SHIFT on Medicaid Spending

in Medicaid. However, we did not estimate Medicare savings associated with the SHIFT
program for two reasons.
1.

2.
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The SHIFT approach to integrated care has not been done before. Therefore, we lack
the ability to generalize any documented healthcare savings from other integrated
care programs.
We determined that SHIFT can operate without a change in Medicare payment rules
or law and therefore will not generate Medicare savings compared to current law. For
this reason, no budgetary analysis is necessary to proceed with the demonstration.

SHIFT

However, we note that if the SHIFT model successfully reduces healthcare spending these
results would provide policymakers with new approaches to reduce future Medicare
spending, including the provision of adequate care coordination and LTC.

The Key Elements of the SHIFT Proposal
The SHIFT proposal would fully integrate housing, LTC services, and medical care for
elderly participants in a CCRC setting. The initial SHIFT sites – not yet constructed –would
be in Pennsylvania. Residents would join the program by paying an entrance fee and
subsequent monthly fees that stay the same over time even if a resident’s service needs
increase. In exchange, enrollees would receive housing as well as coordinated LTC and
medical care for the remainder of their lives.
SHIFT would be similar to a typical “life care” CCRC, which serves elderly individuals who
are relatively healthy when they enter the CCRC and initially live in independent housing
units. Under the life care model, the CCRC also provides other types of housing and LTC
services, such as assisted living and nursing home care, for residents who have become
frail and need more assistance. The CCRC charges residents the same monthly fee,
regardless of the amount of care that they need (independent housing, assisted living, or
nursing home) and thus protects residents against the high costs of LTC.
CCRCs have had some limitations as a LTC service option. They typically do not offer
medical care (such as physician services) on their campuses and do not manage
healthcare use in tandem with LTC. Second, the cost of the entrance fee (which can be as
high as $200,000 to $500,000) and monthly fees (which can be as high as $2,000-5,000)
can make a CCRC unaffordable for elderly individuals who do not have significant home
5
equity or liquid assets and income. Depending on a CCRC contact type, monthly fees can
increase if residents move into on-campus assisted living facilities or nursing homes.
The SHIFT proposal addresses those limitations by expanding the CCRC model to include
fully integrated LTC and medical care. In this way, SHIFT’s design resembles features of
the Program for All-Inclusive Care for the Elderly (PACE). PACE provides an intensive,
interdisciplinary team approach to the provision and management of acute and LTC
services for low-income, frail elderly.

SHIFT combines the integrated medical team typical of PACE with the campus-style
housing model of a CCRC; however, SHIFT will not operate as a PACE site and it will differ
from PACE in that SHIFT would offer this integrated care to individuals before they
become disabled. Currently, PACE is available only to individuals eligible for nursing
home care, while SHIFT would serve elderly individuals along the entire continuum of
need, from healthy to frail. SHIFT’s objective is to offer the appropriate level of integrated
services in order to slow the progression to frailty and maintain independence for
residents as long as possible.
11

The following describes how SHIFT would operate to combine funding streams.
•

•

•

Medicare. SHIFT would receive a single monthly payment from Medicare to provide
the full range of Medicare-covered services, such as inpatient and outpatient care,
physician services, and prescription drugs.
Residents. Residents would pay an entrance fee on entry into SHIFT. CCRCs generally
set their entrance fees at a level similar to the median home price in their market
area. WEL anticipates that most SHIFT residents would use their housing equity to
pay the SHIFT entrance fee. Residents would then use any remaining assets, as well
as their income, to pay a monthly fee. For residents whose assets are inadequate to
cover the entrance fee or monthly fees, WEL will explore the possibility of integrating
HUD funding to subsidize housing costs.
Medicaid. Medicaid would not assist in paying for any of the entrance fee, which
would be financed with individuals’ private assets. Some residents will exhaust their
assets after paying the entrance fee or after contributing to the monthly fees. For
residents who exhaust assets and whose income alone is insufficient to cover the
monthly fee, SHIFT would request a Medicaid supplement, at an amount less than or
equal to the monthly fee. Some of these individuals may not meet certain currentlaw Medicaid eligibility requirements. As described above, SHIFT will require a
change in law in order for Medicaid to provide this supplement.
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Under SHIFT, Medicaid payments would supplement private resources for residents who
exhaust their personal assets and do not have enough income to cover their ongoing
monthly expenses. SHIFT would pool these Medicaid payments with Medicare-capitated
payments and residents’ private resources to cover housing as well as the costs of the
full range of acute and LTC service needs of middle- to lower-income individuals who
would not otherwise be able to afford CCRC fees.

FIGURE 2 SHIFT Demonstration Design
Medicaid

Medicare

Income,
Private Assets, And
Home Equity

SHIFT
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SHIFT

Integrated Housing, Outpatient Care
(Including prescription drugs), Acute Care,
LTC

Policy Feasibility Under Current Law
As part of the analysis, Avalere identified the policy options and statutory and regulatory
barriers to obtaining Medicare and Medicaid funding for SHIFT.

Medicaid Funding
Current eligibility for Medicaid LTC services is restricted to individuals that meet financial
and functional criteria. Individuals must have low incomes and must have exhausted
most of their assets (other than their homes) to be financially eligible to receive
6
Medicaid LTC services in Pennsylvania. In addition, individuals must also be frail enough
to need nursing home level of care.
Medicaid funding for SHIFT enrollees would begin after they exhausted their assets and
their income is insufficient to cover their SHIFT monthly expenses. Many of these
individuals are likely to meet Pennsylvania’s Medicaid financial eligibility criteria for LTC
services; however, some may not be frail enough to meet the clinical eligibility.
Therefore, the SHIFT demonstration design would require Medicaid to make payments to
CCRCs for a population that might not be eligible for Medicaid LTC services. In order to
receive Medicaid funding, SHIFT would require a waiver or change in law to permit an
expansion of Medicaid eligibility.
•

Section 1115 Waiver. The Commonwealth of Pennsylvania could request a waiver
under Section 1115 of the Social Security Act. This section allows the Secretary of
Health and Human Services to waive certain provisions of Medicaid law as part of
research and demonstration projects, and states have often used such waivers to
receive funding for populations ineligible under standard Medicaid rules. Approval of
a Section 1115 waiver requires that the change in Medicaid eligibility not cost the

•

federal government any more than it would spend if the waiver had not been in
place. Federal budget neutrality is determined through negotiations between the
7
federal Office of Management and Budget and the state.
Legislation for Medicaid Expansion. Congress could authorize the expansion of
Medicaid eligibility to cover the SHIFT population as part of the SHIFT demonstration
project.

Medicare Funding
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SHIFT can receive Medicare funding in one of two ways.

•

MA Plan. If WEL pursues the Medicaid expansion through a 1115 waiver, SHIFT would
also apply to operate as a Medicare Advantage (MA) plan or WEL could partner with
an existing MA plan to offer this plan to SHIFT enrollees. Under a MA approach, WEL
would have to receive permission from the Centers for Medicare & Medicaid Services
(CMS) to restrict marketing of the MA plan to only the SHIFT population. CMS has
8
granted this permission in the past.
Under current law, Medicare beneficiaries cannot be locked into a managed care
plan without the ability to switch back into fee-for-service or select another plan
9
during designated enrollment periods. Therefore, under the MA plan approach,
SHIFT residents would be allowed to disenroll from the SHIFT MA plan if and when
they wished, consistent with current law, and still remain in the SHIFT community. If
they choose to disenroll, individuals would remain in fee-for-service Medicare or
could enroll in another MA plan. WEL acknowledges that the ability of residents to
disenroll from the MA plan would challenge the overall care management approach
it is proposing, and possibly disrupt the program’s ability to manage LTC costs.
Legislation. If WEL pursues legislation to expand Medicaid eligibility, this legislation
could establish a Medicare mechanism other than the MA program for making
Medicare payments to SHIFT. It could include provisions that limit residents’ ability
to disenroll from the Medicare plan and also address conflicting Medicare and
Medicaid administrative rules.

Regardless of the Medicare approach it chooses (MA plan or legislation), WEL does not
anticipate requesting a special Medicare payment methodology that would increase
Medicare payments for any segment of its resident population (i.e., the frail elderly).

Budgetary Impact of SHIFT Demonstration
State and federal policymakers considering the SHIFT proposal will need to understand
the impact on Medicaid spending for the program’s enrollees. The following section
describes the methodology we used to estimate that impact. This budget test predicts
the affect of Medicaid’s payment for integrated housing, LTC, and medical services for
the population.

Financing A New Integrated Care Model

•

Budgetary Model Methodology

14
SHIFT

We developed two models to estimate the impact of SHIFT on Medicaid spending. The
first model estimated what Medicaid would spend on individuals enrolled in the SHIFT
program (i.e., SHIFT residents) and the second estimated what Medicaid would spend on
those individuals in the absence of SHIFT (referred to as the “baseline” scenario). We used
each model to estimate the number of individuals that would receive Medicaid, their per
capita Medicaid costs, and their overall Medicaid spending. We projected costs over the
next 10 years, the time frame traditionally used in federal budgetary estimates. We chose
this time frame, as opposed to the five-year measure customary to 1115 waiver budget
negotiations, to reflect costs to Medicaid over the full progression to disability, which
often takes many years. In addition, since it is unclear whether SHIFT will be authorized
under an 1115 waiver or legislation, this window provides the most information on budget
impact.
We limited our estimate to a single initial group of 1,000 SHIFT enrollees, which is WEL’s
current target enrollment for the proposal.
Medicaid Spending Under SHIFT Proposal
In order to estimate the number of SHIFT enrollees that would qualify for Medicaid and
the amount that Medicaid would spend on them, we needed to answer two questions:
1.

2.

What kinds of private financial resources (assets and income) would SHIFT enrollees
have?
How much would the SHIFT program charge enrollees for entrance and monthly
fees?

We developed a model that enabled us to track enrollees by their income and assets as
well as their expenses over a 10-year period while enrolled in SHIFT. When enrollees’
income and assets were no longer sufficient to cover the cost of living in SHIFT’s CCRC,
we identified them as Medicaid recipients and calculated the amount that Medicaid
would spend to cover the difference between their financial resources and the program’s
monthly fee. In this way, we estimated the total number of Medicaid-eligible enrollees
each year and the total yearly amount that Medicaid would spend on those SHIFT
participants.
Demographic and Financial Profiles of the SHIFT Population
We developed demographic and financial profiles for SHIFT enrollees, and in doing so
made a series of assumptions about the kinds of individuals that would enroll in the
program. We assumed that:
•
•

Individuals would be 80 years old, on average, when they enroll in SHIFT;
Enrollees would not be disabled when they join SHIFT (based on having no difficulty
with any activities of daily living (ADLs));

•
•

•

1

Individuals would have sufficient personal resources to pay the CCRC entrance fee ;
The distribution of income and assets across age and health status would equal that
in the subset of the overall U.S. population who meet the above three criteria; and
The proportion of single and married individuals enrolled in SHIFT would be the same
as in WEL’s existing CCRC communities.

Income:
•
•

•
•

Below the federal poverty level (FPL);
Between the FPL and 300 percent of the benefit rate for the Supplemental Security
Income program (SSI);
Between 300 percent of the SSI benefit rate and $50,000; and
Greater than $50,000.

Assets:
•
•
•
•
•

More than the entrance fee but less than $200,000;
$200,000 to $300,000;
$300,000 to $400,000;
$400,000 to $600,000; and
Greater than $600,000.

Within each category, we calculated the median income and the median amount of
assets and assigned half of total household income and assets to each member of a
married couple.
Based on WEL’s existing CCRCs, we assumed that 27 percent of the SHIFT enrollees would
be married and 73 percent single. Finally, we used the Census Bureau’s projections of
mortality to estimate how the SHIFT population of 1,000 individuals would decline over
time.
Expenses in SHIFT
We also projected how much individuals would spend on entrance fees, monthly fees,
and other living expenses while enrolled in SHIFT. Similar to other CCRCs, SHIFT enrollees
would first pay an entrance fee when they move into the community. We based our
estimate of the SHIFT entrance fee on the entrance fees of comparable life care CCRCs in

1

Because WEL’s ability to subsidize the entrance fee through HUD funding is unknown, we did not include individuals
whose assets would not be sufficient to cover the fee. If our model included these individuals, Medicaid spending would be
higher. However, if we included these individuals in our baseline scenario, Medicaid spending would be higher in that
model as well.

15
Financing A New Integrated Care Model

We used data from the 2006 Health and Retirement Survey (HRS) to obtain income and
asset amounts for individuals between the ages of 75 and 85. As noted above, we limited
our analysis to individuals who were not disabled and had sufficient private financial
resources to pay the entrance fee. For ease of calculation, we grouped individuals into
the following income and asset categories:

Pennsylvania. Under guidance from WEL, we inflated the entrance fee by 20 percent to
adjust for capital costs for the construction of new SHIFT CCRC sites.
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After residents pay the entrance fee, they would be responsible for the SHIFT monthly fee
which would cover any out-of-pocket costs for Medicare services. We again based our
estimate on the monthly fees of the comparable Pennsylvania life care communities;
under WEL’s guidance, we inflated the monthly fee by 13 percent to account for higher
expected monthly fees in the new SHIFT CCRC sites. Finally, we assumed a modest
monthly expense to cover additional living expenses based on WEL’s experience with
their current CCRCs. The following table presents the SHIFT expenses we assumed for
married and single individuals. Note that listed expenses are at the individual level and
total costs for a couple would equal double the cost for married individuals.
FIGURE 3 SHIFT Expenses Assumed in Model

Married Individuals
Entrance Fee

Single Individuals

$95,940

$161,880

Monthly Fee (Annual Total)

$22,618

$25,995

Living Stipend (Annual Total)

$6,000

$6,000

Medicaid Spending on SHIFT Enrollees
We then projected how long individuals would be able to pay for the costs of living in the
SHIFT CCRC with their own financial resources. We performed this calculation separately
for each combination of the income and asset levels described above. Enrollees would
qualify for Medicaid if they spent all of their assets and did not have enough income to
cover the ongoing costs of the SHIFT CCRC, with Medicaid paying the difference between
the two amounts. For each year, we calculated the total number of SHIFT enrollees that
would receive Medicaid and the total amount that Medicaid would spend on them.
Medicaid Spending Absent SHIFT
Individuals qualify for Medicaid-funded LTC services in Pennsylvania when they are both
poor enough to meet the program’s financial eligibility standards and frail enough to
meet its clinical eligibility standards. Estimating Medicaid spending on the SHIFT
population absent SHIFT would require us to make assumptions about how much those
individuals would spend on LTC services, healthcare services, and other living expenses
before and after they became frail. We were able to use this approach to estimate
spending under the SHIFT proposal because enrollees’ expenses in SHIFT would be
limited to the entrance fee, monthly fee, and additional living expenses. We also had
sufficient data to make reasonable assumptions for all three. However, we did not have a
sufficient number of reliable data sources to accurately estimate those costs for
individuals outside the SHIFT program.
We therefore developed a model that uses demographic data from the HRS and national
survey data on rates of nursing home use by age to estimate how many SHIFT enrollees
would receive Medicaid LTC services absent the SHIFT program. We then used data on
Medicaid spending in Pennsylvania to estimate how much Medicaid would spend on

those individuals for nursing home services, home- and community-based services, and
other acute care services each year if they were not enrolled in SHIFT.
We generated our estimates using the following steps:

We then had to adjust this rate to take into account a different rate of disability in the
SHIFT population. To do that, we calculated the disabled SHIFT residents as a percent of
total U.S. elderly disabled by dividing the number of SHIFT individuals that are disabled
individuals by the total disabled U.S. population between the ages of 75 to 85. We
obtained both of these statistics from the HRS. To estimate the number of disabled SHIFT
individuals, we isolated a cohort of non-disabled individuals ages 75 to 85 in the HRS that
met SHIFT’s income and asset requirements, and followed this cohort from 1998 through
2006 to obtain their rates of disability over time. We also used the HRS to calculate the
number of elderly that met SHIFT income and asset eligibility requirements of the total
number of U.S. elderly.
Using all of these calculations, we estimated the percent of the SHIFT population in
nursing homes under baseline. We then multiplied our estimates of the percentage of
the SHIFT population using nursing home services each year by the total number of SHIFT
individuals for that year.
Medicaid nursing home spending on the SHIFT population
We used data from the Medicaid Statistical Information System to calculate the amount
that Medicaid spends historically per capita on nursing home care in Pennsylvania.
However, we decreased this amount slightly because the SHIFT population would have
somewhat higher incomes than the overall Medicaid population and would be able to
contribute more toward the cost of their care. We then multiplied this per capita amount
by the number of SHIFT individuals in nursing homes to estimate Medicaid spending for
nursing home services for the SHIFT population.
Medicaid spending on other services including home- and community-based services
We obtained data from the Office of Long Term Living in Pennsylvania on spending on
home- and community-based services (HCBS). We calculated the ratio of HCBS spending
to spending on nursing home services and multiplied this ratio by our estimate of
Medicaid spending on nursing home care for the SHIFT population under baseline to
estimate HCBS spending for the same population. We also divided our estimate of HCBS
spending by per capita average spending for HCBS to calculate the number of SHIFT
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Percent of the SHIFT population using nursing home services
We used data on nursing home usage from the National Nursing Home Survey (NNHS)
and Census Bureau projections of the elderly population in the state to estimate the
number of elderly in Pennsylvania nursing homes and the total elderly population in
Pennsylvania. The proportion of the elderly Pennsylvania population in nursing homes to
the total elderly Pennsylvania population is the estimate of the percent of elderly in
Pennsylvania that use nursing home services.

enrollees that would receive HCBS services under baseline. We used a similar approach to
estimate Medicaid spending for other acute care services for the SHIFT population,
taking into account that individuals eligible for SHIFT are more likely to have sources of
coverage other than Medicaid.

Budgetary Impact of SHIFT Demonstration Results
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Using the methodology and assumptions described above, we estimated the impact of
the SHIFT program on Medicaid spending for a group of 1,000 individuals over 10 years.
We compared the per capita and aggregate spending amounts in SHIFT to spending for
the same group under baseline.
As presented in the table below, Avalere estimates that Medicaid spending under the
SHIFT program over the next 10 years would be 20 percent less than the amount that
Medicaid would spend on this population under baseline. More individuals would qualify
for Medicaid under the SHIFT program, but spending for them would be lower, on
average, than it would be under the baseline.
FIGURE 4 Impact of SHIFT on Medicaid Spending with Detail

Year 1

Year 2

Year 3 Year 4

Year 5

Year 6

Year 7

10 Year
Year 8 Year 9 Year 10 Total

IN SHIFT
Total
Medicaid
Costs (in
millions)

$0.244 $0.772

$0.756

$1.607

Per Capita
Medicaid
Payment

$5,180

$17,070

$9,700

$18,250 $18,780

$16,120 $16,280

$16,270 $17,310

$17,590

Persons
Receiving
Medicaid
Payment

47

45

78

88

80

136

142

134

120

107

$0.839

$1.090

$1.358

$1.724

$2.135

$2.513

$2.894

$3.196

$3.504

$1.509

$2.195

$2.308

$2.180

$2.081

$1.876

$15.528

IN BASELINE
Total
Medicaid
Costs (in
millions)

$0.383

Per Capita
Medicaid
Payment

$38,830 $40,230 $41,660 $43,130 $44,620 $46,140 $47,690

$49,270 $50,870 $52,490

Persons
Receiving
Medicaid
LTC

10

59

21

Net Costs/ -$0.139 -$0.067
Savings (in
millions)

26

31

-$0.334 $0.250

39

46

53

-$0.214

$0.060 -$0.204

63

-$0.714 -$1.116

$19.635

67

-$1.628 -$4.107

Annual savings for the SHIFT program increase significantly toward the end of the 10-year
window. SHIFT residents would be relatively healthy when they join the program, and few
would need expensive nursing home care during the next several years. Toward the end
of the decade, when more individuals begin to qualify for costly Medicaid LTC services,
spending per person under the baseline begins to increase relative to SHIFT spending
and, as a result, annual SHIFT savings increase.

Limitations and Discussion

Enrollment
We based the demographic and income and asset profile of SHIFT enrollees on a U.S.
sample in the 2006 HRS. However, since SHIFT would enroll a relatively small population
in Pennsylvania, the demographic and income and asset profiles of the actual SHIFT
population could vary from the population of the United States as a whole. In addition,
we assumed that an entire cohort of 1,000 individuals enters SHIFT simultaneously in the
first year of the demonstration, when SHIFT actual demonstration enrollment will most
likely occur more gradually. This model did not include any subsequent cohorts of SHIFT
enrollees beyond the initial cohort of 1,000. Budget-neutrality discussions around a 1115
waiver that analyze Medicaid spending on SHIFT and baseline over five years may include
subsequent enrollment cohorts.
We assumed that married individuals had access to their spouse’s income and assets
while they were alive. This is not always the case and could overestimate individual
spending and underestimate Medicaid spending under the SHIFT demonstration.
However, we also assumed that when a spouse dies, the assets of the remaining spouse
do not increase. This assumption could overestimate Medicaid spending under the SHIFT
demonstration.

Economics and Policy
Both of the models we developed to estimate Medicaid spending incorporate data on
personal assets, like home equity and stocks, which predate the recent financial crisis
and recession. Many of those assets have obviously declined significantly in value and
will recover their value slowly, if at all. We would have preferred to account for this drop
in asset values in our estimates; doing so would have been feasible in the model we used
for the SHIFT program, but far more difficult in the model that we used for the baseline.
We therefore decided not to make an adjustment to either model in order to ensure an
equal comparison between our estimates. If we had been able to incorporate the decline
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While we based our assumptions on data when possible, our analysis was limited by the
available data sources and any changes in our model assumptions noted above may
impact the results of our analysis. The following discusses some of the key study
limitations.
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in asset values, our estimates of Medicaid spending for both the SHIFT program and the
baseline would be higher, but we believe that the difference between the two (i.e., our
estimate of the relative savings associated with the SHIFT program) would not be
significantly different.
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In addition, consistent with Congressional Budget Office’s methodology, our estimate of
Medicaid spending under baseline was made based on current law and does not include
expectations for large-scale changes in Pennsylvania Medicaid LTC eligibility
requirements or in the costs of LTC services.

SHIFT

SHIFT Costs
We made assumptions on the amounts of the monthly fee, entrance fee, and cost-ofliving expenses based on data from a comparable life care CCRC in Pennsylvania and
direction from WEL. We did not analyze the actuarial or operational viability of these
program costs. To the extent that any of these costs shift due to operational necessities,
this will impact the budgetary requirements of the SHIFT demonstration. In addition, we
did not include any administrative costs associated with the implementation of SHIFT in
our analysis.
Further, we assumed a uniform monthly living expense for all SHIFT enrollees. There is
little data to support assumptions surrounding whether out-of-pocket spending would
vary in a retirement community by income and, if so, the degree it would vary. To the
extent that individuals at risk for spend-down spend more than the estimated living
expenses, they could become eligible for Medicaid payments under the demonstration
sooner than estimated.
This study analyzed Medicaid spending on the SHIFT population during the
demonstration and under baseline. We did not analyze the impact of SHIFT on total
Medicaid nursing home spending. Therefore, we did not estimate any impact from “bed
backfill,” which can occur when nursing home bed supply is tight and beds become
available.

Conclusion
SHIFT is designed to address many of the problems with the LTC system. By receiving
Medicare and Medicaid funding, SHIFT would integrate medical and LTC services and
coordinate care for elderly Medicare beneficiaries. In addition, by offering these services
in a CCRC-type setting, SHIFT would integrate housing and healthcare and enable
enrollees to age in place.
Implementation of SHIFT requires an expansion of Medicaid eligibility because the SHIFT
population may not meet the current program’s eligibility requirements. Medicare law
does not require changing in order for SHIFT to receive Medicare funding as long as SHIFT

operates as a MA plan or partners with a MA plan. The federal government can authorize
a SHIFT demonstration if Congress passes legislation granting the authority for Medicaid
and Medicare capitated payments to SHIFT, or if the federal government authorizes a 1115
waiver to expand Medicaid eligibility and permits SHIFT to operate as a MA plan.
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Based on an analysis of a cohort of 1,000 potential SHIFT enrollees, we found that SHIFT
would be able to receive Medicaid funding for more individuals at a savings to Medicaid.
Specifically, SHIFT would reallocate relatively high current law Medicaid per capita
spending to a larger group of individuals but at a lower per capita cost. SHIFT is able to
do this because the program caps Medicaid liability, leverages housing equity and other
personal assets, and places risk for LTC on the provider. In leveraging this funding, SHIFT
would seek to improve health outcomes through the coordination and integration of all
necessary care for its residents. SHIFT offers an opportunity to test the extent to which
this model can both reduce Medicare and Medicaid spending while delivering better care.
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