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Where the health care industry
stands on caring for older adults
Older adults (defined here as those 65 and over) interact with many players across the health
care industry. They interact with stakeholders who finance care, provide health care services, and
create goods and services. But these stakeholders also interact with each other, creating a complex
ecosystem with multiple money flows. Understanding these interactions helps paint a picture of
each sector’s future challenges and opportunities.
This document details how all players in senior care connect and speculates on the possibilities
they face. There is a two-page section for each stakeholder. The first page covers how that group
interacts with the seniors they serve and how it interacts with the other stakeholders. On the second
page, we present the top challenges facing each stakeholder, along with the opportunities available.
Click on any stakeholder to explore more.
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CHALLENGES AND OPPORTUNITIES

Centers for Medicare and Medicaid Services (CMS)
How does CMS interact with older adults?
For older adults who choose traditional Medicare, CMS provides insurance for
Medicare Parts A and B (which cover hospitalization, physician, and outpatient care).
In this capacity, Medicare, just like any other health insurance provider, collects
premiums from beneficiaries. Older adults also fund Medicare through payroll taxes.

How does CMS interact with other stakeholders?
CMS acts as both a financer and a regulator for the health care industry.
As a financer, CMS:

As a regulator, CMS:

• Reimburses hospitals, physicians,
and post-acute care providers for
services provided to Medicare
beneficiaries

• Decides what services and medications qualify
for Medicare coverage

• Reimburses Medicare Advantage
plans to cover the A, B, and
potentially D costs of their
beneficiaries

• Collects metrics from Medicare Advantage plans
to develop quality ratings (known as Star ratings)

• Reimburses Medicaid plans for
federal portion of Medicaid funds

• Sets policies and procedures for providers to
qualify for reimbursement

• Collects metrics from hospitals, providers, and
post-acute care providers. Performance against
these can result in bonuses or penalties
• Experiments with and creates new payment and
care models for Medicare to improve quality
and reduce spending
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CHALLENGES AND OPPORTUNITIES

Centers for Medicare and Medicaid Services (CMS)
Future challenges
• The Medicare Trust Fund is facing insolvency by 2026.
To avoid this, the federal government will likely need to
reduce reimbursement levels to providers and/or Medicare
Advantage plans.
• Recent attempts to create new payment models that
reduce spending (e.g., the Medicare Shared Savings
Program) have not been overwhelmingly successful,
raising the pressure on CMS to find new ways to control
costs and ensure high-quality care.

Opportunities
• Explore how increasing coverage and reimbursement
for home-based care models might lower costs and
improve quality for older adults.

KEY STATISTICS

88%
of the funds in the Medicare
Hospital Insurance Trust Fund
in 2019 were derived from
payroll taxes1

23%
of health care spending in 2019,
went to Medicare, the largest
single purchaser of personal
health care2

3.7%
of GDP in 2019 went to Medicare
spending; this is projected to
rise to 5.7% of GDP in 2035,
largely due to the growth of
beneficiaries2

1. 2020 Annual Report, The Board of Trustees, Federal Hospital Insurance and
Federal Supplemental Medical Insurance Trust Fund, April 22, 2020.
2. MedPAC Data Book, Health Care Spending and the Medicare Program, July 2021.

5

UNDERSTANDING THE INTERACTIONS

Overview

Stakeholders
who finance care
Centers for Medicare
and Medicaid
Services (CMS)
Medicare
Advantage plans
Medicaid plans

Stakeholders who
provide health care
services

Stakeholders who
create goods and
services
How money
flows between
stakeholders

CHALLENGES AND OPPORTUNITIES

Medicare Advantage plans
How do Medicare Advantage plans interact with older adults?
Medicare Advantage (MA) plans create networks of provider organizations and
sell insurance options to Medicare-eligible seniors through Medicare Part C. Under
Medicare Part C guidelines, plans can include supplemental benefits not included
in traditional Medicare plans.
Medicare Advantage plans market heavily to older adults when they first age into
Medicare and encourage switching from other MA plans. While some MA plans charge
premiums, many offer zero cost options. Some Medicare Advantage plans are offered
by large insurance companies that provide many types of health insurance, while
other MA plans are available from companies specializing in Medicare Advantage.

How do Medicare Advantage plans interact with
other stakeholders?
• Medicare Advantage plans receive
funding from CMS to cover the Part
A, B, and potentially D costs of their
beneficiaries.
• MA plans report on key metrics to CMS
that factor into plan Star ratings.

• MA plans reimburse hospitals, physicians,
and post-acute care facilities for services.
• MA plans partner with senior living
facilities and home and community care
providers to offer services directly to
beneficiaries.
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Medicare Advantage plans
Future challenges
• The Medicare Advantage market is becoming increasingly
competitive as more startups enter the space and compete
for members.
• Scrutiny on Medicare Advantage rates and policies may
increase as MA enrollees become a larger share of overall
Medicare and the federal government must confront
Medicare insolvency.
• Plans will need to manage the health of their beneficiaries
more as they get older and sicker

Opportunities
• Invest/partner in senior-focused primary care to better
manage member costs and care.
• Develop benefits packages and marketing plans to attract
new Medicare beneficiaries and encourage switching from
other Medicare Advantage plans.
• Consider offering D-SNP2 plans for dually eligible
beneficiaries to better coordinate care for this growing
segment of the population.

KEY STATISTICS

$317B
was paid by CMS to MA plans
in 2020 to cover Part A and B
services for enrollees1

42%
of the total Medicare population
enrolled in a Medicare
Advantage plan in 2021

34%
was the percentage of Medicare
spending on MA in 2019, compared
to 22% in 2010; this increase is
due largely to the doubling of MA
enrollees during this period1

197
organizations offered Medicare
Advantage products in 2021

1. MedPAC Data Book, Health Care Spending and the Medicare Program, July 2021.
2. Dual Eligible Special Needs Plans.
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CHALLENGES AND OPPORTUNITIES

Medicaid plans
How do Medicaid plans interact with older adults?
Medicaid plans provide insurance coverage to dually eligible older adults
through state‑based Medicaid programs. These dually eligible adults are
low-income, though the specific eligibility levels differ by state. Medicaid
coverage includes services not covered by Medicare, like long-term care,
and also can cover certain out-of-pocket costs.
Older adults may also receive Medicaid coverage by enrolling in a D-SNP1
plan through Medicare Advantage.

How do Medicaid plans interact with
other stakeholders?
• Medicaid plans reimburse hospitals, physicians, post-acute care facilities,
and senior living facilities for eligible services.
• Medicaid plans partner with Medicare Advantage plans to create D-SNPs.

1. Dual Eligible Special Needs Plans.
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Medicaid plans
Future challenges
As the population ages and long-term care becomes more
expensive, Medicaid coverage for older adults will represent
a larger part of state budgets.

Opportunities
Continue partnerships with Medicare Advantage plans to
build out D-SNPs that provide additional coverage to eligible
older adults, particularly those with chronic conditions.

KEY STATISTICS

18%
of Medicare beneficiaries
were dually eligible for
Medicaid in 20191

10%
of total Medicaid enrollees
in 2019 were older adults,
and they represented 21%
of Medicaid spending2

1. KFF, Dual Eligibles as a Percent of Total Medicare Beneficiaries.
2. KFF, Medicaid & CHIP.
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How do hospitals interact with older adults?
Hospitals provide medical/procedural care to older adults through
inpatient and outpatient care.
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create goods and
services
How money
flows between
stakeholders

How do hospitals interact with other stakeholders?
• Hospitals receive reimbursement from payers including Medicare,
Medicare Advantage plans, and occasionally Medicaid plans for the
services they provide to older adults.
• Hospitals refer older adults to post-acute care facilities and home and
community care providers.
• Hospitals purchase equipment, supplies, and technology from med tech,
diagnostic, and digital health companies.
• Hospitals acquire physician practices and/or employ physicians.
• Hospitals report on required metrics to CMS including quality, safety,
accreditation, and value-based purchasing. Performance against certain
metrics results in Medicare payment bonuses or penalties.
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Future challenges
• As older adults age, they generally need less procedural care
and more medical care, which is less profitable for hospitals.
Senior patients tend to be medically complex, which can lead to
an increase in length of stay.
• Ongoing site-of-care shifts, including shifts to home-based
care, may leave hospitals overbedded or without the right mix
of beds to care for their patient population.

Stakeholders who
create goods and
services

• If Medicare price growth continues to lag inflation and volume
increases cannot compensate, hospitals will have downward
pressure on revenue.

How money
flows between
stakeholders

• CMS may cut reimbursement rates, given the looming
insolvency of the Medicare Trust Fund.

Opportunities
• Partner with post-acute care or primary care facilities,
especially to help manage patients with chronic conditions.
• Offer senior-specific services, like a geriatric ED.

KEY STATISTICS

$319.3B
was paid to hospitals by
Medicare in 20201

$8.7B
was paid to hospitals by patients
over the age of 65 in 20141

$17.5B
was paid to hospitals by
Medicaid for care of patients
over age 65 in 20141

20.6%
is the median Medicare
payer mix for hospitals2

• Invest in hospital-at-home programs.

1. Centers for Medicare & Medicaid Services, Office of the Actuary, National Health Statistics Group.
2. Advisory Board Hospital Benchmark Generator.
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How do physician practices interact with older adults?
Physician practices provide primary and specialty care to seniors. There
are different types of ownership models for physician practices, including
hospital‑owned, independent, and national chains. Some physician practices
are senior‑focused while others also serve patients of other age groups.
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How do physician practices interact with other stakeholders?
• Physician practices receive reimbursement from payers including Medicare,
Medicare Advantage plans, and occasionally Medicaid plans for the services
they provide to older adults. Most physician practices operate under fee for
service models. Some practices engage in risk‑based contracting, typically
through Medicare Advantage to manage populations of older adults.
• Physician practices refer patients to hospitals or home and community
care providers.
• Practices purchase equipment, supplies, and technology from med
tech, diagnostic, and digital health companies.
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Future challenges
• As care for older adults becomes more complex, practices
may need to reduce patient panel sizes to ensure they are able
to provide adequate care for seniors.
• There may not be enough supply of geriatric specialists to
meet growing demand under current practice models.

KEY STATISTICS

$193.8B
was paid to physician practices
by Medicare in 20201

• Senior-focused primary care organizations may threaten
incumbent physician groups—competing for primary care
patients and changing referral patterns for specialty care.

$14.4B

Opportunities

$14.4B

• Enter into MA contracts and provide senior-focused care
that helps physician practices to be successful under risk.

was paid to physicians by
Medicaid for care of patients
over age 65 in 20141

was paid to physicians by
patients over age 65 in 20141

• Explore home-based care models that allow older adults to
age in place and keep them out of the hospital.

1. Centers for Medicare & Medicaid Services, Office of the Actuary, National Health Statistics Group.
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How do post-acute care facilities interact with older adults?
Post-acute care facilities provide facility-based care either to seniors who have just
been released from an acute care stay or to seniors who require long-term care.
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How do post-acute care facilities interact
with other stakeholders?
• Post-acute care facilities receive reimbursement from payers including
Medicare, Medicare Advantage, and Medicaid plans for the services they
provide to older adults. Medicare covers eligible post-acute stays while
Medicaid covers long-term care services in nursing home. Given low
reimbursement rates from Medicaid, nursing homes may offer a limited
number of beds to Medicaid-covered older adults needing long-term care,
reserving the majority of their beds for private pay patients.
• Post-acute care facilities receive referrals from hospitals.
• These facilities purchase equipment, supplies, and technology from med
tech, diagnostic, and digital health companies.
• Post-acute care facilities report on required metrics to CMS. Failure to
achieve certain metrics may result in payment penalties.
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Future challenges
• Ongoing workforce shortages will continue, making it difficult
for post-acute care facilities to recruit and retain staff.
• Increases in utilization of Medicare Advantage (which
reimburses post-acute care at a lower rate than traditional
Medicare and has greater guardrails on utilization) and overall
Medicare shifts away from facility-based post-acute care may
decrease revenues for post-acute care facilities.
• The challenging regulatory landscape of post-acute care
hampers innovation.

KEY STATISTICS

$39.4
was paid by Medicare to skilled
nursing facilities, inpatient
rehab facilities, and long-term
care hospitals in 20191

$182.8B
was paid by Medicaid for
long‑term services and
supports in 20192

Opportunities
• Establish additional cross-industry partnerships to better
support patients as they progress through the care continuum.

$33.45B
was paid out-of-pocket by
patients over age 65 for
nursing care facilities and
continuing care retirement
communities in 20142

1. MedPAC Data Book, Health Care Spending and the Medicare Program, July 2021.
2. Centers for Medicare & Medicaid Services, Office of the Actuary, National Health Statistics Group.
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How do home and community care providers
interact with older adults?
Home and community care providers deliver medical care to older adults in their
homes (either private residences or in partnership with senior living facilities). They
can offer all levels of care from primary care to acute care in the home. While some
care offered through these providers is covered by Medicare or Medicaid, other
services, like private-duty nursing, is typically paid out of pocket by older adults.

How do home and community care providers interact
with other stakeholders?
• Home and community care providers receive reimbursement from payers
including Medicare, Medicare Advantage, and Medicaid plans for the services
they provide to older adults. Increasingly these providers are large, diversified
organizations that offer many levels of service and are reimbursed through multiple
streams. For example, they may receive reimbursement through Medicare’s Home
Health and Hospice benefits, as well as through Medicaid long-term care coverage.
• These providers partner directly with Medicare Advantage plans to create provide
home‑based care to members.
• They purchase technology from digital health companies or create their
own proprietary technology.
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Future challenges
• The growth of new and incumbent players that provide
care to older adults in the home will make it harder for
providers to stand out.
• Home and community care providers will need to
successfully scale their programs while demonstrating
consistent outcomes to funders, regulators, and patients.
• If the current reimbursement mechanisms for home-based
care do not change, home and community care providers
may see limited growth.

KEY STATISTICS

$18.1
was paid by Medicare to home
health agencies in 20191

$5.8B
was paid by patients over
age 65 paid for home health
care in 20142

• Workforce shortages may limit the ability to scale programs.

Opportunities
• Interest in home-based care is high as many older adults
seek to age in place.

$10.5
was paid by Medicaid for
home health care of patients
over age 65 in 20142

• Changes in regulations and reimbursement could sustain
growth in home and community-based care.

1. MedPAC Data Book, Health Care Spending and the Medicare Program, July 2021.
2. Centers for Medicare & Medicaid Services, Office of the Actuary, National Health Statistics Group.
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How do senior living facilities interact with older adults?
Senior living facilities provide residential options to older adults who can no longer
stay in their homes. Depending on the facility, they may offer housing at different
levels including independent and assisted. Assisted-living facilities help older adults
with activities of daily living and may offer some limited medical services, depending
on state regulations.
Residents typically pay the facility directly, though Medicaid may provide some
reimbursement for eligible older adults. A small number of older adults hold
long‑term care insurance policies, which can cover the costs of senior living facilities.

Digital health
companies

How money
flows between
stakeholders

How do senior living facilities interact with
other stakeholders?
• Senior living facilities partner with Medicare Advantage plans or health care
providers to offer medical services on site.
• Some senior living facilities may receive some reimbursement from Medicaid.
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Future challenges
• Senior living facilities will have to manage loneliness
among residents.
• A growing desire among older adults to age in place
may lead to less demand for some levels of senior living
facilities and may increase the age when older adults move
into senior living facilities. This could force senior living
facilities to change their care models and services offered.

Opportunities
• Senior living facilities may wish to form partnerships with
provider organization or health plans to offer wraparound
services to residents in their facilities.

KEY STATISTICS

$4,500
was the median monthly cost for
an assisted living facility in 20211

$1.5B
has been invested in senior
housing per quarter since
early 2016 by private buyers
(including private equity firms)2

• Some companies may offer smaller senior living facilities
that feel less institutionalized and cater to changing
demands of older adults.

1. Cost of Care Survey, Genworth.
2. Mullaney T, “Private Equity Surge Raises Apprehensions in Senior Housing Industry,” Senior Housing News, February 11, 2020.
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How do pharmaceutical companies interact with older adults?
Pharmaceutical companies research, develop, manufacture, and market
pharmaceuticals to address diseases facing older adults. They may advertise directly
to consumers to encourage adoption. To receive coverage for pharmaceuticals, older
adults need to purchase a Medicare Part D plan or enroll in a Medicare Advantage plan.
Even with this coverage, older adults typically pay out of pocket for some medications.
Pharmaceutical companies often look to focus their research and development efforts
on diseases that do not currently have good options for treatment. This has led to a
recent focus on several diseases common among older adults including cancer and
neurodegenerative diseases.

How do pharmaceutical companies interact with
other stakeholders?
• Pharmaceutical companies demonstrate evidence of efficacy to ensure
that their medications will be reimbursed by Medicare.
• They educate physicians about medications to encourage prescribing.
• They receive reimbursement from payers including Medicare, Medicare
Advantage, and Medicaid plans for prescriptions.
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Future challenges
• Payers and patients are placing increased scrutiny
on novel treatments that are very expensive with limited
evidence of benefit.
• There is growing concern among payers, government entities,
and the population at large about pharmaceutical pricing.
• As older adults age their medication needs may shift, changing
current utilization patterns and forcing new R&D efforts.

Opportunities
• Continue to focus R&D on diseases that impact older adults
and where current treatment options are insufficient.
• Partner with other industry stakeholders to help older adults
manage medications and increase medication adherence.

KEY STATISTICS

$109.9B
was spent by Medicare on
prescription drugs in 20201

$17.3B
was paid out-of-pocket by
patients over age 65 for
prescription drugs in 20141

$1.4B
was paid by Medicaid for
prescription drugs for patients
over age 65 in 20141

9.5%
was the annual growth rate of
gross spending on prescription
medications under the Part D
program between 2009–20192

1. Centers for Medicare & Medicaid Services, Office of the Actuary, National Health Statistics Group.
2. MedPAC Data Book, Health Care Spending and the Medicare Program, July 2021.
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How do med tech and diagnostics companies
interact with older adults?
Med tech and diagnostics companies develop devices and diagnostic
equipment to help diagnose and treat acute and chronic conditions
in older adults. While most devices and equipment are sold directly
to health care providers, companies do sell monitoring and at-home
diagnostics equipment directly to older adults.
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Digital health
companies
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How do med tech and diagnostics companies
interact with other stakeholders?
Med tech and diagnostic companies sell devices and equipment directly
to health care providers, including hospitals, physician practices, and
post-acute care facilities. Depending on the specific item being sold, they
may work with a value analysis committee (at hospitals) or a purchasing
committee (at physician practices).
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Future challenges
• Changes in care needs of older adults as they age may
change care guidelines and reduce the need for certain
types of devices and diagnostic equipment.
• Med tech and diagnostics companies will need to focus
investments in an increasingly competitive space in order
to win market share.
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KEY STATISTICS

58%
of payments under Medicare’s
hospital outpatient prospective
payment system in 2019
were for imaging (12%) and
procedures (46%)1

Opportunities
• Expand devices and diagnostic equipment to new care
settings for older adults, including ambulatory settings
and home-based care.
• Partner across the health care industry to develop new
clinical guidelines for older adult population.

1. MedPAC Data Book, Health Care Spending and the Medicare Program, July 2021.
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How do digital health companies interact with
older adults?
While digital health companies offer technology solutions for
health across age groups, some companies are increasingly seeing
“AgeTech” as a potential business opportunity. These digital health
companies sell technology solutions that help older adults monitor
their health and connect with health care providers.

Med tech and
diagnostics companies

Digital health
companies

How money
flows between
stakeholders

How do digital health companies interact
with other stakeholders?
• Digital health companies sell technology solutions to hospitals,
physicians, and post-acute care facilities.
• These companies partner with Medicare Advantage plans to allow
their technology to be covered under supplemental benefits.
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Future challenges
• An increasingly crowded market with both incumbent
players and startups makes it difficult for digital health
companies to stand out.
• Providers and patients want digital health companies
to create solutions that integrate with other technology,
especially EHRs.

KEY STATISTICS

$2.5B+
has been invested into eldercare
and home health startups
between 2016–20211

Opportunities
• Capitalize on uptake of telehealth and increased comfort
with technology spurred by the Covid-19 pandemic.
• Offer solutions that assist with aging in place and
facilitate home-based care.

1. Glasner J, “Funding Surges For Startups Serving Older Adults,” June 4, 2021, Crunchbase News.
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Advisory Board has made efforts to verify the accuracy of the information it provides to members. This report relies on data obtained from many sources, however, and Advisory Board
cannot guarantee the accuracy of the information provided or any analysis based thereon. In addition, Advisory Board is not in the business of giving legal, medical, accounting, or
other professional advice, and its reports should not be construed as professional advice. In particular, members should not rely on any legal commentary in this report as a basis for
action, or assume that any tactics described herein would be permitted by applicable law or appropriate for a given member’s situation. Members are advised to consult with appropriate
professionals concerning legal, medical, tax, or accounting issues, before implementing any of these tactics. Neither Advisory Board nor its officers, directors, trustees, employees, and
agents shall be liable for any claims, liabilities, or expenses relating to (a) any errors or omissions in this report, whether caused by Advisory Board or any of its employees or agents, or
sources or other third parties, (b) any recommendation or graded ranking by Advisory Board, or (c) failure of member and its employees and agents to abide by the terms set forth herein.
Advisory Board and the “A” logo are registered trademarks of The Advisory Board Company in the United States and other countries. Members are not permitted to use these trademarks,
or any other trademark, product name, service name, trade name, and logo of Advisory Board without prior written consent of Advisory Board. All other trademarks, product names,
service names, trade names, and logos used within these pages are the property of their respective holders. Use of other company trademarks, product names, service names, trade
names, and logos or images of the same does not necessarily constitute (a) an endorsement by such company of Advisory Board and its products and services, or (b) an endorsement of
the company or its products or services by Advisory Board. Advisory Board is not affiliated with any such company.

IMPORTANT: Please read the following.
Advisory Board has prepared this report for the exclusive use of its members. Each member acknowledges and agrees that this report and the information contained herein (collectively,the
“Report”) are confidential and proprietary to Advisory Board. By accepting delivery of this Report, each member agrees to abide by the terms as stated herein, including the following:
1. Advisory Board owns all right, title, and interest in and to this Report. Except as stated herein, no right, license, permission, or interest of any kind in this Report is intended to be given,
transferred to, or acquired by a member. Each member is authorized to use this Report only to the extent expressly authorized herein.
2. Each member shall not sell, license, republish, or post online or otherwise this Report, in part or in whole. Each member shall not disseminate or permit the use of, and shall take
reasonable precautions to prevent such dissemination or use of, this Report by (a) any of its employees and agents (except as stated below), or (b) any third party.
3. Each member may make this Report available solely to those of its employees and agents who (a) are registered for the workshop or membership program of which this Report is a part,
(b) require access to this Report in order to learn from the information described herein, and (c) agree not to disclose this Report to other employees or agents or any third party. Each
member shall use, and shall ensure that its employees and agents use, this Report for its internal use only. Each member may make a limited number of copies, solely as adequate for
use by its employees and agents in accordance with the terms herein.
4. Each member shall not remove from this Report any confidential markings, copyright notices, and/or other similar indicia herein.
5. Each member is responsible for any breach of its obligations as stated herein by any of its employees or agents.
6. If a member is unwilling to abide by any of the foregoing obligations, then such member shall promptly return this Report and
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