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Medicaid’s Cost Collection Policy Hurts Families & Perpetuates Poverty

Federal law requires state Medicaid programs to seize the assets of people who have received certain Medicaid 
benefits after they pass away, even if the state would prefer not to. In many cases, this means that after an older adult 
or person with a disability receiving Medicaid long-term care dies, the family is forced to sell an asset, such as the 
family home that otherwise would have been passed down. 

The minimal revenue generated by this process known as “estate recovery” is outweighed by the harms to 
low-income families.1 The policy can lead a person to delay enrolling in Medicaid out of fear of losing their 
home, therefore compromising their health. It can also deny a family the opportunity to pass on their home 
to the next generation and help secure their economic future. In this way, the policy perpetuates poverty and 
disproportionately harms economically oppressed communities and people of color who have faced barriers to 
building intergenerational wealth.

Medicaid Estate Recovery Explained
Medicaid funds health and long-term care for older adults and people with disabilities who otherwise cannot afford 
it. In most cases, an older adult becomes eligible only after spending their life savings down to under $2,000. A 
home generally is exempt and not counted in determining eligibility. 

Medicaid is the sole health care program that seeks to claw back expenses after the person who receives benefits 
dies. Specifically, federal Medicaid law requires the state to collect the costs of nursing facility care, home and 
community-based services, and related costs from the person’s remaining property if the person was at least 55 years 
old when receiving Medicaid.2 States can and do pursue collection for other services and from people under age 55 as 
well. The person’s home is no longer exempt once they pass away and is generally the main source of estate recovery.  

Seizing Property Keeps Families in Poverty
Medicaid is only available to people with limited income and savings who cannot otherwise afford care. Data from 
the Medicaid and CHIP Payment and Access Commission (MACPAC) shows that 75% of Medicaid enrollees 
age 65 and older had net wealth of less than $48,500 at the time of their death.3 Black and Hispanic individuals 
as well as people with disabilities (who would need long-term care) have lower average net wealth.

When Medicaid collection is pursued, surviving family members are often forced to sell the home to come up with 
the funds the state is seeking.4 This deepens housing and financial instability and prevents the ability to pass down 
even modest assets, keeping families in poverty and widening racial and economic gaps.5 

“Estate recovery asks [people] to make an impossible choice between their health and the financial security of their 
loved ones.” -Missouri Advocate

Older Adults Who Need Long-Term Care Are Penalized
Medicaid collection unfairly penalizes older adults and people with disabilities because they need long-term care. 
The fear of losing their home or burdening their family causes many people to delay or avoid applying for Medicaid 
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altogether. As a result, some families go into debt to pay for care themselves, while others forgo care entirely, leading 
to preventable health crises and costly hospital stays.

The burden of recovery falls inequitably on families who experience unpredictable medical events, such as a family 
member who develops Alzheimer’s Disease and needs months or years of care. This unpredictability is exacerbated 
by inequities in our health care system that particularly harm lower-income and older adults of color. All these 
factors make estate claim collections unfair and societally counterproductive.

“Medicaid recovery is age discrimination! The system has failed me when I needed help. I also know people who 
refused Medicaid [due to] recovery & have no health insurance.” -Steve, a New Jersey Medicaid Enrollee

Affordable Housing and the American Dream are Undermined
Long-term care is expensive, which means that the state can easily be pursuing hundreds of thousands of dollars 
under this policy. The state often seizes the person’s house because it is their most valuable asset, and they have 
already spent any savings they had in order to become eligible for Medicaid. 

Older adults who worked and saved for many years to buy a modest home expect that it will be passed on to their 
loved ones after they die. This Medicaid collection policy takes that option away from many families and undercuts 
access to homeownership, a core part of the American dream.

Seizing the family home also works against federal, state, and local efforts to create more affordable housing. Federal 
programs spend billions annually to address the dearth of affordable housing for low- and moderate-income persons. 
Taking homes away due to a family member’s health care needs adds to the housing affordability crisis and puts 
families at risk of housing precarity and homelessness as a result.

“The state’s aggressive collection on behalf of the federal government jeopardizes homeownership for families and 
encourages property abandonment, leading to community disinvestment.” -Missouri Advocate

Financial Benefit to States is Minimal
The primary rationale for estate recovery is financial – that recovered funds will support state Medicaid programs. 
This rationale is contradicted by MACPAC data, which shows that states recovered less than 1% of dollars spent on 
Medicaid long-term care.6 These data are consistent with other examinations of estate recovery finances.7

Explore Justice in Aging’s Resources on Medicaid Estate Recovery: justiceinaging.org/tag/medicaid-estate-recovery/
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