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Introduction
While medical care is about treating a health condition, long-term care, on the other hand, 
is provided when a person needs assistance following an injury, illness, or disability. It 
involves support in basic and instrumental activities of daily living such as eating, bathing, 
getting dressed, transferring, driving, running errands, or doing housework. 

It’s not appealing to think about the possibility of needing assistance for even the most basic of 
tasks and it’s easy to assume that you will not need long-term care in the future. However, experts 
say that long-term care is not something you should take a gamble on. Here are some of the 
statistics that say that an event that warrants care services happens more often than you would 
want to think:

•	 A 65-year old has a 70 percent chance of needing long-term care services. 1

 

•	 One-third of people who are 65 years old and older may never need long-term care services, 
but 20 percent will need long-term care for more than 5 years. 1

•	 Not all people who need long-term care belong to the senior age group. In fact, out of 10 
million who need long-term care, 3.7 million are 64 years old and below. 2

The need for long-term care can happen at any time to anyone, and it can have grave effects on 
a	person’s	quality	of	life	and	finances—as	well	as	those	of	his	or	her	loved	ones.	That’s	why	it’s	
essential	to	have	a	safety	net	for	long-term	care	and	have	it	factored	in	your	financial	plan.	Here’s	a	
step by step guide on how you can do so. 

1 U.S. Department of Health and Human Services. Who Needs Care?
2 Family Caregiver Alliance. Selected Long-Term Care Statistics
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Step #1: 
Balance your Needs, Wants,
and Expectations
The foundation of your long-term care plan is dependent on your needs, 
wants, and expectations. Though nobody knows how much long-term care you 
will need or whether you will need it at all, you can still have an assessment 
of your probable care requirements based on some factors, and these are:

Health
By checking your family’s health history, you can determine if you are likely to have 
a chronic illness. Some conditions, like diabetes, can be hereditary and passed on to 
generations of the same bloodline. Chronic illnesses usually prompt the need for 
care services. That’s why you need to determine your chances of having them.

 Aside from your family’s health history, you also need to look into your lifestyle. See 
if you have habits that increase your risk of getting sick or disabled and factor it in
your plan. 

Marital Status
In most cases, spouses and children provide long-term care and act as family 
caregivers when someone in the family needs informal care. However, those who 
are single may not have family members who are readily available should they 
suddenly require assistance. 

By factoring in your marital status, you are determining how much support you can 
expect from your loved ones and estimate how much you’ll likely depend on paid 
care services.   

Gender 

Generally,	women	live	longer	than	men	by	an	average	of	five	years.	Since	this	is	
the case, women are more susceptible to needing long-term care and when they 
do, they will likely depend on paid care services because no one or less family 
members is available to take care of them. 

In fact, women make up of 70 percent of nursing home residents, 75.7 percent of 
assisted living residents, and two-thirds of home care recipients.

Aside from looking into the three factors mentioned above, you also need to determine where you would 
prefer to receive care services. Long-term care can be provided in the home or in other locations such as 

adult day care, assisted living facilities, and nursing homes. 
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If all you need is assistance in basic activities like bathing or moving around the house, informal caregivers 
like family members can easily provide help with that. However, if you need skilled care and if family 

members are not always around to take care of you, you will need to tap into paid home care services, spend 
a portion of your day in adult day care centers, or move to an assisted living community or nursing home. 

Learn to manage your expectations when planning for long-term care. Even if aging in place is your choice, 
you need to be open to the idea of having to move to a care facility if your condition calls for it. 
Most people dread the idea of having to move to a care facility because they fear losing their independence 
and dignity. However, this is not the case. Long-term care facilities are designed to be a nurturing community 
where people can receive care and have a good quality of life despite of their condition. 

Though nobody knows how much long-term care you will 
need or whether you will need it at all, you can still have an 
assessment of your probable care requirements based on
some factors.

3AARP. Home and Community Preferences of the 45+ Population.2010

73% of 
respondents

aged 45
and older

Said that they would want to remain 
in their homes for as long as they can, according to an 
AARP survey3. If you have the same preference, consider 

how much help you can expect from family members, 
look into home care services and how much of it 

you might require, and determine what home 
modifications	are	needed	in	order	to	

make your home more conducive 
for your condition.
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Step #2:
Understand the 
Different Sources 
of Care
Part of long-term care planning is 
learning about the different providers 
of care and how each of them works. 
Generally, there are two types of long-
term care sources—informal and formal 
caregivers and it’s important to grasp 
their roles in the care process.

Informal and 
Formal Caregivers
Informal caregivers are family, friends or volunteers 
that provide long-term care to a loved one. They 
usually provide custodial care at home and are 
generally not compensated for it. Though the 
assistance they give is often times available and 
given willingly out of love, you need to consider how 
caregiving	can	impact	their	career,	income,	finances,	
health, and their relationship with their spouse, 
children, and friends. 

On the other hand, formal caregivers are trained 
to provide skilled care. Some of them are paid 
professionals, while others are volunteers from the 
government	and	non-profit	organizations.	They	are	
hired    to provide care in the home or in care facilities 
like adult day care centers, assisted living,
and nursing homes.

  The choice of whether to seek assistance from informal 
or formal caregivers is dependent on the level of 
care needed. If you are remaining in the home, both 
informal and formal care can come into play. As the care 
requirement progresses, it is likely that the recipient 
will be more inclined to require formal care provided in
care facilities.
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The choice of whether to seek assistance 
from informal or formal caregivers is 
dependent on the level of care needed.

Home
Care provided in one’s home can range from help 
with housework, assistance in activities of daily 
living such as bathing, dressing, and transferring, 
to rehabilitative care or therapy needed due to a 
medical condition or disability. Both formal and 
informal caregivers can administer care in a
person’s home.

Adult Day Care Center
This facility is a type of community-based service 
wherein adults and older people receive health 
and social services within the day in a secure 
environment. This type of care setting is suitable 
when primary caregivers need to go to work, run 
errands, or need some time off. 

Assisted Living
Assisted living offers a variety of care services in a 
home-like setting that allows its residents to remain 
independent.  It provides round-the-clock supervision 
and security, meals, housekeeping, transportation, 
and a variety of programs that promote physical and 
social health. 

Continuing Care
Retirement Community
This care setting offers a continuum of care to its 
residents. It provides services based on the care level 
needed—may	it	be	independent	living,	assisted	living	
or nursing care.  

Nursing Home
Just like the other settings, nursing homes provide 
assistance in basic activities of daily living such 
as walking, eating, bathing, and moving in and out 
of bed. However, what sets it apart is the level of 
skilled and medical care it provides. This facility hires 
physicians, nurses, professional caregivers, therapists 
and necessary staff in order to provide security and 
meet the care requirements of their residents.

Different Types of Care Settings
Long-term care can be provided in various settings and these are:
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Step #3:
Find the Best 
Way to Fund your 
Long-Term Care Needs
Long-term care can be expensive and its cost can easily take a toll on your 
finances if you’re not prepared. As early as now, it’s important to decide how 
you will pay for care services should you need it in the future

There are several avenues to pay for care services. 
Let’s look at each of them. 

Self-Insurance
To self-insure means to put up a fund or a separate pool of money for a particular purpose like long-term 
care. With this method, you have full control over how much you will save and when you will use it. Its 
simplicity makes it appealing to most people. However, experts warn that self-insurance can have drawbacks 
because your care-related expenses can always exceed the amount you saved. Also, there’s the possibility of 
prematurely using up the money for other expenses aside from long-term care.

Long-Term Care Insurance
Long-term	care	insurance,	as	its	name	suggests,	is	a	policy	that’s	specifically	designed	to	pay	for	long-term	
care. It covers both custodial and skilled care administered in the home and care facilities. Depending on the 
policy, it can also pay for instrumental services that are essential to quality of care such as care coordination 
services	and	home	modifications.	It	can	be	equipped	with	an	inflation	protection	rider	that	grows	your	
benefits	each	year,	so	that	the	increases	in	care	services	will	not	outpace	your	benefits.

Apart from the extent of coverage you want to purchase, your long-term care insurance premium is 
dependent on your age and health upon application. That’s why it’s best to purchase this policy early, 
preferably during your 50s. dependent on your age and health upon application. That’s why it’s best to 
purchase this policy early, preferably during your 50s. 
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Hybrid Policies
Long-term	care	should	be	tailored	into	anyone’s	financial	plan,	but	not	everyone	is	keen	to	the	idea	of	
purchasing long-term care insurance. This is because they are anxious that if they don’t need long-term care, 
they will not be able to get their premiums back. To address this dilemma, some companies began selling 
hybrid policies.

Hybrid	policies	combine	the	features	of	a	financial	product,	such	as	life	insurance	
and annuities, with long-term care coverage. Through an additional rider, a 
life	insurance	policyholder	or	annuity	owner	can	use	his	or	her	benefits	for	
any long-term care expense that may come.

If long-term care is never needed, the policy will still be used for its 
main	purpose,	which	is	to	provide	death	benefits	in	the	case	of	
life insurance or pay a steady stream of income in retirement for 
annuities. 

Government Programs
Medicaid and Medicare are two public programs
that can provide assistance for long-term care expenses. 

Medicaid is a joint federal and state government program that helps people with limited income to pay for 
their care-related services. This program can fully or partially pay for a person’s long-term care expenses and 
covers both custodial and skilled care. However, Medicaid has eligibility rules that need to be met before a 
person	qualifies	for	its	benefits.	

Medicare, on the other hand, is a government program that’s more focused on the health needs of a person. 
Unlike	Medicaid,	it	doesn’t	pay	for	custodial	care	and	only	has	limited	benefits	for	skilled	care.	It	only	covers	a	
short	stay	in	a	nursing	facility,	hospice	care,	or	rehabilitative	care	needed	after	hospitalization.

Reverse Mortgage
Reverse mortgage allows homeowners to take a loan against their home’s 

equity. If you are 62 years old and if you intend to continue to live in your 
home, you can qualify for this loan. Once approved, a portion of your 

home’s market value will be paid to you. You can use this money to 
pay for long-term care expenses. 

As you determine how you will pay for your long-term care 
expenses, keep in mind that the most suitable choice for you will 

depend	on	your	financial	strength,	risk	tolerance,	and	the	
amount of assets you want to protect. 
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The Cost of Care
The cost of different care services is ever increasing, and this is an important fact that you need to take note 
of	as	you	plan	and	figure	out	a	payment	method.	Genworth’s	Cost	of	Care	Survey	shows	how	the	rates	of	
different care services changes each year. Let’s look at how much the average prices change from
2013 to 2014.

This table clearly shows that long-term care services are bound to increase as years pass, and you need 
to take that in serious consideration as you plan for long-term care and how you’re going to pay for it. It’s 
essential	to	choose	a	financial	strategy	that	would	withstand	these	increases	overtime.	

It’s also important to note that the cost of care varies from state to state, so you need to factor in your 
location	too.	Location	has	a	huge	influence	over	the	price	of	care	services	and	products	like	long-term	care	
insurance	because	of	economic	and	market	factors	such	as	supply	and	demand,	population’s	financial	strength	
and cost of living. 

The most suitable choice for you will depend on your financial 
strength, risk tolerance, and the amount of assets you want
to protect.

Care Setting / Service 2013 2014 Five-Year Annual Growth
(2009-2014)

Homemaker Services $18 per hour $19 per hour 1.20%

Home Health Aide 
Services $19 per hour $20 per hour 1.32%

Adult Day Health Care $65 per day $65 per day 3.40%

Assisted Living Facility
(One Bedroom – Single 

Occupancy)
$3,450 per month $3,500 per month 4.29%

Nursing Home
(Semi-Private Room)

$207 per day $212 per day 3.91%

Nursing Home
(Private Room)

$230 per day $240 per day 4.91%
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Step #4:
Seek Professional Help
Long-term care planning is not an easy process. It involves 
going through a myriad of concerns and decisions to make, and 
it can be very confusing. You can’t afford to take a misstep at this point so it’s 
best to seek help from professionals to come up with a strong plan and to 
understand complicated concepts involved in the process.

As you plan for long-term care, these are some of the professionals who can assist you:

•	 Care managers
•	 Long-term care insurance specialists
•	 Elder care mediators
•	 Attorneys	who	specialize	in	estate	
     planning and elder law
•	 Financial advisors
•	 Social workers

When choosing a professional to work with, look for someone who’s trustworthy, because you will have to 
disclose	some	of	your	important	details	with	them.	Also,	find	a	professional	who	has	integrity.	Though	it	

is their way of making a living, make it a point to work with someone who puts your interest ahead of his or 
her	profit.		It	also	pays	to	be	very	observant	on	how	they	converse	with	you.	They	should	have	the	knowledge	
and	the	patience	to	explain	complicated	concepts.	In	addition,	don’t	hesitate	to	ask	for	their	certification	and	
work background. 

Working with a professional can be very advantageous, but you also have to be very cautious when hiring 
them. Consult your friends and loved ones, ask around for recommendations, do a background check, and 
listen to your instincts before you decide to seek professional services for long-term care planning.

Professionals can help provide an objective view and help 
families focus on what really matters.

Disagreements in making care-related decisions can 
also cause strain between family members, which can 

be a major hindrance to creating a sensible long-term 
care plan. Professionals can help provide an objective 
view on the task at hand and help families focus on 
what really matters. In fact, 68 percent of parents and 60 
percent of adult children are more comfortable talking 
with a financial professional about critical topics such as 
retirement and elder care4.

4 Fidelity Investments. Intra-Family Generational Finance Study. 2012
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Step #5:
Create Advance 
Directives
Advance directives are documents that state your 
preferences about health, aging, and long-term 
care. When you can no longer speak or decide on your own, 
your loved ones, physicians, and long term-care providers will refer to these 
documents, so that they can go about taking care of you according to your 
choices. There are two types of advance directives, and these are:

Living Will
A living will is a document that has all your wishes and choices about health care and long-term care, as well 
as your end-of-life decisions. You can indicate treatments and medications you want or don’t want such as 
dialysis, mechanical ventilation, or resuscitation, as well as your preferences in terms of care settings. Even 
specific	requests	and	wishes	such	as	listening	to	your	favorite	music	or	reading	a	favorite	book	can	also	be	
included in this document. 

Power of Attorney
A power of attorney designates someone, referred to as the proxy or attorney-in-fact, who will make health 
and care decisions on your behalf when you can no longer speak for yourself. Typically, a member of the 
family is appointed as the proxy, but this is not a requirement. In fact, you can appoint anyone you want. Just 
make sure that it’s someone you trust and who would act with your best interest at heart. Working with an 
attorney is not necessary in creating advance directives. However, these professionals may be of great help 
when it comes to providing guidance with state laws regarding these documents. 
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What to Keep in Mind when Creating Advance Directives
As you create your advance directives, here are important tips that you need to remember:

•	 Be careful with your wording. Make sure that your preferences, wishes, and requests are written 
in	such	a	way	that	it’s	specific,	but	can	be	easily	understood.	This	is	especially	crucial	in	terms	of	
medical treatments and procedures. You can ask your doctor to guide you in how to phrase your 
health-related requests. 

•	 Discuss your choices with your family. Let them know about your preferences and explain the 
reasons behind their choices. Likewise, be open to what they have to say and see if you can take any 
of their suggestions and incorporate it in these documents. Remember that this involves them too 
and that if anything happens to you, they will be affected in one way or another. I’m sure that you 
would	rather	have	this	difficult	conversation	today,	than	have	them	make	hasty	decisions	when	a	
crisis strike. 

•	 Make copies and distribute it to the people who should have them, such as your family, proxy, doctor, 
and long-term care provider. Keep the original document in a secure but accessible place. 

•	 Review the documents regularly so that it will stay in-line with the changes in your needs and 
preferences. Make changes if necessary and distribute the revised copy to each person who needs to 
have it. 

Creating advance directives is an essential part of the long-term care planning process because it’s a good 
way of documenting your choices, just in case can no longer decide and speak up for yourself. It’s about 

staying in control and making sure that you are being treated and cared for according to your preferences.
Apart from your interest, it also protects your loved ones from having to make hard decisions during a crisis 
and	conflicts	that	can	result	from	it.	
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Learn More
Incorporating long-term care into your retirement plan requires going through 
a whole new process altogether. 

Though challenging, you don’t need to fret because there’s a wide array of resources available that can help 
you navigate through long-term care planning, just like this step-by-step guide. 

Meanwhile, if you need more information about how to prepare for long-term care and other related subjects 
such	as	finance,	retirement,	and	health,	feel	free	to	visit	our	website—www.longtermcareprimer.com.	It	is	
packed with comprehensive and up-to-date content on the mentioned topics and the latest long-term care 
information per state. 


