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Why capacity is shrinking 

• Closures and contractions: New York has lost 24 nursing homes since 2020 

(3,000+ beds). ArchCare alone has reduced usable beds by nearly 12% across its 

eight facilities. Nationally, the number of certified nursing homes has dropped by 

900+ since 2015. 

• Medicaid underpayment: Medicaid—primary payer for long-term care—

reimburses below actual daily care costs, pushing facilities into sustained losses. 

• Staff shortages: Chronic understaffing limits how many beds can be operated, 

even if they’re licensed. Aides earn a median $20.67/hour, with high turnover 

and many relying on public assistance. 

• Quality issues: Low quality drives avoidance; 27% of homes had serious 

violations last year. 

• Shift to alternatives: Assisted living and Medicaid “rebalancing” have moved 

more people into home- and community-based care (from 10% of Medicaid LTSS 

spending in 1988 to over 60% by 2020). 

Why this matters now 

• Boomers turning 80: Demand for long-term care is about to surge. Researchers 

warn the system is already contracting before the demographic wave hits. 

• Hospital bottlenecks: Fewer nursing home beds mean longer hospital stays and 

longer searches for post-acute placements. 

• Rural strain: Rural nursing homes have declined by ~10% (vs. 6% nationally), 

with smaller labor pools and longer travel distances for workers. 

Policy pressures 

• Immigration actions: Revoking legal status for certain immigrant groups is 

worsening staffing shortages in states like Florida, New York, and Massachusetts. 

• Medicaid cuts: Planned federal reductions (over $900B across a decade) could hit 

home-care services first, pushing more people toward institutional care even as 

facilities shrink. 

Outlook 

• Researchers and advocates warn the system is entering “new territory.” Proposed 

ideas include better data tracking, visas for health-care workers, and targeted 

grants—but the impact of state decisions and market reactions remains uncertain. 

 


