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The CLASS Program:  

Budget Gimmick and Unsustainable Entitlement 

Program that will Increase the Federal Deficit 
 
ObamaCare established a new long-term care insurance entitlement program run by the federal 
government called the “Community Living Assistance Services and Supports” (CLASS) 
program.  While the CLASS program became effective on January 1, 2011, the Department of 
Health and Human Services does not have to designate a federal long-term care benefit plan until 
October 1, 2012.   
 
The CLASS Program is widely regarded as a budget gimmick.   
The Congressional Budget Office (CBO) estimated the CLASS program will reduce the deficit 
by $70.2 billion over the next 10 years.  However, this “savings” reflects the fact the program 
will collect beneficiary premiums for 5 years before having to pay out any long-term care 
benefits.  Instead of keeping the first 5 years of premiums collected to pay out future benefits, 
Democrats dedicated those funds to pay for ObamaCare.  It is this kind of budget smoke-and-
mirrors that hides the fact that ObamaCare is unsustainable.  Senate Democrat Budget 
Committee Chairman Kent Conrad called the CLASS program “a Ponzi scheme of the first order 
– something Bernie Madoff would be proud of.”   
 
The CLASS program is at “significant risk” of failing. 

The Administration’s actuaries predict the CLASS program faces “a significant risk of failure” 
as a result of adverse selection, meaning that sick people will disproportionately enroll in the 
program.  CBO agrees the CLASS program “could be subject to considerable financial risk in the 
future” if it does not attract a sufficiently healthy group of enrollees.  When adverse selection 
occurs, premiums will increase, further discouraging healthy individuals from enrolling and 
causing what the actuaries refer to as a “death spiral.” The result would be an unsustainable 
program with high benefit expenditures and either insufficient premiums to support those 
benefits or premiums that are so high that individuals will not enroll.   
 
The CLASS program will increase the deficit in the long run. 

According to CBO, CLASS will dramatically increase the deficit in the long-term, by tens of 
billions of dollars every decade.  The Administration’s own actuaries predict that, starting in 
2025, projected benefits will exceed premium revenues, resulting in a net Federal cost in the long 
term.  A budget crisis – like the one confronting Medicare and Social Security – is inevitable. 

 
Another taxpayer bailout may be necessary if the CLASS Program is not repealed. 

If CLASS becomes unsustainable, the federal government would have limited options including 
a taxpayer bailout or terminating the program altogether. 
 
 


