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Many Americans develop health problems as they age that make it difficult for them to 

complete everyday activities. In 2015, 5.8 million adults ages 65 and older living in the 

community (not in nursing homes) needed help with personal care or routine activities, 

accounting for 12 percent of that population. Slightly more than one-third of these older 

community-dwelling adults with disabilities—2.2 million people—needed help with two 

or more activities of daily living (ADLs), such as dressing, eating, or bathing.1 Another 1.2 

million adults ages 65 and older live in nursing homes, the vast majority of whom have 

serious disabilities (Harris-Kojetin et al. 2016). Looking forward, projections from 

DYNASIM, the Urban Institute’s dynamic microsimulation model, suggest that about 

one-half of today’s 65-year-olds will eventually need help with two or more ADLs or 

develop severe cognitive impairment (Favreault and Dey 2015).  

Most older people with disabilities rely exclusively on help from unpaid family members and friends 

(Spillman et al. 2014). When they need more assistance than these caregivers can provide, they often 

turn to paid long-term services and supports (LTSS), such as formal home care, residential care, and 

nursing home care. These services and supports are expensive. In 2015, the median cost of a year of 

nursing home care in a semi-private room was about $80,000, while the median cost of home care was 

$20 per hour (Genworth 2015). Traditional medical insurance does not cover these services, Medicare 

provides coverage only in special circumstances, and Medicaid covers only those people with severe 

LTSS needs who have virtually no assets other than their home or have already spent nearly all of their 

wealth on LTSS. Consequently, many people who develop serious disabilities in later life experience 

financial hardship (Johnson, forthcoming). 
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Private long-term care insurance could provide financial protection to older adults who use paid 

LTSS. Nearly all policies sold today cover nursing home stays and home care, usually for a fixed period, 

such as three, four, or five years; lifetime coverage is rare (American Association for Long-Term Care 

Insurance 2015). Policies typically reimburse policyholders a specified amount for each day of home 

care or nursing home care received during the coverage period. The average reimbursement rate was 

about $150 per day in 2015, and three-quarters of plans sold today include at least some inflation 

protection (Cohen 2016). Annual premiums are generally fixed for the life of the policy and may rise 

only if insurers can demonstrate to state regulators that claims for a class of policyholders—defined by 

issue age and year—exceeded expectations. However, annual premiums rise with issue age, because 

people who first purchased coverage at older ages generally make fewer premium payments over their 

lifetime than those who purchased earlier. Giese and Schmitz (2015) estimated that the annual premium 

for a policy with a $180 daily benefit, inflation protection of 3 percent per year compounded, and a 

three-year benefit period would be $2,159 if first purchased at age 45 and $4,496 if purchased at age 

65. 

Long-term care insurance was first offered in the early 1980s, and the market grew rapidly for two 

decades. Recently, however, the market has been contracting. Between 2002 and 2014, the number of 

policies sold in the individual market each year fell 83 percent, from 754,000 to 129,000 (Cohen 2016). 

Group market sales, offered through employers, have also fallen. 

This brief describes the share and characteristics of the older population covered by private long-

term care insurance. The analysis used data from the Health and Retirement Study (HRS), a nationally 

representative household survey of older Americans conducted by the University of Michigan’s Survey 

Research Center.
2
 The survey began in 1992, but first included a consistent set of questions about long-

term care insurance in 2002.
3
 We examined trends in coverage from 2002 to 2014 for adults ages 55 to 

60 and ages 65 and older. We also compared coverage rates by household wealth, education, and race 

and ethnicity. The results indicate that relatively few older people have private long-term care 

insurance coverage, even among wealthy older adults who could gain the most from coverage. 

Long-Term Care Insurance Coverage in 2014 

In 2014, 11 percent of adults ages 65 and older living in community settings were covered by long-term 

care insurance (figure 1), corresponding to about 5 million people.
4
 Coverage rates at ages 65 and older 

grew between 2002 and 2008, but fell after 2008, consistent with industry data on the total number of 

long-term care insurance policies in force during the period (Cohen 2016). Between 2008 and 2014, 

coverage rates fell more sharply at ages 55 to 60, when many people first purchase coverage, than at 

older ages. This decline likely reflects the drop in sales of long-term care insurance over the past decade.  
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FIGURE 1  

Share of Older Adults with Private Long-Term Care Insurance by Age and Year  
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Source: Author’s estimates from the HRS.  

Notes: Estimates were restricted to adults ages 55 to 60 and ages 65 and older living in the community and were weighted to 

correct for oversamples of blacks, Hispanics, and Florida residents. The analysis classified respondents as not having long-term 

care insurance if they reported being covered for LTSS expenses through medical insurance or government programs or they did 

not know if they were covered. Our sample included 3,036 respondents ages 55 to 60 and 10,914 respondents ages 65 and older 

in 2002; 2,977 respondents ages 55 to 60 and 11,341 respondents ages 65 and older in 2008; and 4,245 respondents ages 55 to 

60 and 10,368 respondents ages 65 and older in 2014.  

Private long-term care insurance coverage rises with wealth, because wealthier people are better 

able to afford coverage than those with less wealth. Moreover, people with limited wealth can more 

easily obtain Medicaid coverage to finance LTSS than wealthier people, who would have to incur 

substantial out-of-pocket expenses before they had depleted enough assets to qualify for Medicaid. In 

2014, coverage rates reached 25 percent for adults ages 65 and older with at least $1 million in total 

household wealth and 20 percent for older adults with at least $500,000 but less than $1 million in 

household wealth (table 1). By contrast, only 8 percent of older adults with at least $100,000 but less 

than $500,000 in household wealth—representing 40 percent of the older population—had coverage. 

Median household wealth, which includes the value of housing and other real assets, retirement account 

balances, and other financial assets, net of housing and other debt, was $215,000 among adults ages 65 

and older in 2014. Twelve percent of older adults had at least $1 million in household wealth in 2014.  

Coverage rates also increase with education and are significantly higher among non-Hispanic 

whites than people of color. Only 2 percent of older Hispanics and 3 percent of older non-Hispanic 

blacks were covered in 2014, compared with 13 percent of non-Hispanic whites.  
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TABLE 1 

Private Long-Term Care Insurance Coverage by Year and Personal Characteristics (%) 

Adults ages 65 and older 

 2002 2008 2014 

Total household wealth ($2014)     

Less than $50,000 2 2 3 

$50,000–$99,999 2 3 4 

$100,000–$499,999 10 9 8 

$500,000–$999,999 17 20 20 

$1 million or more 24 26 25 

Education    

Did not complete high school 3 4 2 

High school diploma only 10 11 9 

Some college  12 12 13 

Bachelor’s degree or more 20 25 22 

Race and ethnicity    

Non-Hispanic white 12 14 13 

Non-Hispanic black 2 3 3 

Hispanic 1 3 2 

Source: Author’s estimates from the HRS. 

Notes: Estimates were restricted to adults ages 65 and older living in the community and were weighted to correct for 

oversamples of blacks, Hispanics, and Florida residents. The analysis classified respondents as not having long-term care 

insurance if they reported being covered for LTSS expenses through medical insurance or government programs or they did not 

know if they were covered. Household wealth includes the value of housing and other real assets, retirement account balances, 

and other financial assets, net of housing and other debt and is expressed in constant 2014 dollars, adjusted by the change in the 

consumer price index. Our sample included 10,914 respondents in 2002; 11,341 respondents in 2008; and 10,368 respondents in 

2014. 

Implications 

Relative few older Americans have private long-term care insurance coverage, and the share dipped 

between 2008 and 2014. Only 11 percent of adults ages 65 and older had coverage in 2014, including 

only 25 percent of those worth at least $1 million, who can afford coverage and have significant assets 

to protect from catastrophic LTSS expenses. Consumer surveys indicate that people are often reluctant 

to purchase long-term care insurance because many underestimate future LTSS costs; mistakenly 

believe that Medicare or standard health insurance will cover much of their expenses; do not trust 

insurance companies; or believe that premiums are too high (Associated Press-NORC Center for Affairs 

Research 2015; Brown, Goda, and McGarry 2012; Wiener et al. 2015). In addition, many insurance 

applicants are denied coverage because of health problems.
5 

Several policy reforms could promote private long-term care insurance coverage. For example, the 

Bipartisan Policy Center (2016) recently recommended regulatory changes to allow standardized, low-
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cost, limited benefit polices that would be less complex and more affordable for consumers. The center 

also recommended creating new incentives for employers to offer private long-term care insurance 

coverage through workplace retirement plans on an opt-out basis, allowing adults ages 45 and older to 

use savings from Individual Retirement Accounts and employer-sponsored retirement accounts to 

purchase coverage without incurring early withdrawal penalties, and permitting state and federal 

health insurance marketplaces to sell long-term care insurance. The Long-Term Care Financing 

Collaborative (2016) incorporated many of these recommendations in its recent LTSS financing 

proposal, which would combine a new universal catastrophic insurance program with initiatives to 

revitalize the long-term care insurance market to help address non-catastrophic LTSS expenses. The 

collaborative also endorsed continued experimentation with hybrid products that combine long-term 

care insurance with other insurance, such as annuities, life insurance, or disability insurance.  

Private long-term care insurance is not the best way to finance LTSS for every older adult. People 

with limited financial resources and pre-existing health conditions, for example, may always have to rely 

on public programs like Medicaid. However, expanded long-term care insurance coverage could protect 

many middle- and upper-income older Americans from catastrophic LTSS expenses.  

Notes 

1. This estimate is based on the author’s tabulations of 2015 data from the National Health Interview Survey. The 
survey asks respondents if they need help from other people with personal care needs because of a physical, 
mental, or emotional problem. These care needs include bathing or showering, dressing, eating, getting in or 
out of bed or chairs, using the toilet (including getting to the toilet), and getting around inside the home. The 
survey also asks respondents whether they need help with routine needs, such as everyday household chores, 
doing necessary business, shopping, or getting around for other purposes. 

2. For more information about the HRS, see http://hrsonline.isr.umich.edu/. 

3. The HRS asked respondents whether they had any “long-term care insurance [that] specifically covers nursing 
home care for a year or more or any part of personal or medical care in [their] home.” The questionnaire 
instructed respondents to exclude government programs. A follow-up question asked respondents who 
reported coverage if they had already described the plan when responding about medical insurance coverage. 
We classified these respondents as not having long-term care insurance, because medical insurance plans do 
not cover LTSS. We also classified those who said they did not know whether they had long-term care 
insurance as not being covered, on the assumption that people would remember that they had actually 
purchased a policy. In 2014, 4 percent of HRS respondents ages 65 and older reported long-term care 
insurance coverage that was actually medical coverage, and 2 percent did not know whether they had 
coverage.  

4. Our estimates are based on self-reports, and some respondents were not well informed about their long-term 
care insurance coverage. Nonetheless, our results are broadly consistent with recent industry data, which 
show that about 7.2 million Americans of all ages had coverage in 2014 (Cohen 2016). Our estimate of the 
number of covered adults ages 65 and older is lower because many people obtain coverage before age 65 
(American Association for Long-Term Care Insurance 2015).  

5. In 2012, 17 percent of insurance applicants in their 50s and 25 percent of applicants in their 60s failed to meet 
the medical underwriting requirements imposed by insurance companies (American Association for Long-
Term Care Insurance 2015).  
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