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GRAMM-RUDMAN-HOLLINGS: THE IMPACT ON
THE ELDERLY

FRIDAY, FEBRUARY 21, 1986

U.S. SENATE,
SPECIAL COMMITTEE ON AGING,

Washington, DC.
The committee met, pursuant to notice, at 10:30 a.m. in room

SD-628, Dirksen Senate Office Building, Hon. John Heinz (chair-
man) presiding.

Present: Senators Heinz, Bingaman, Chiles, Burdick, Wilson,
Evans, Dodd, Warner, and Hawkins.

Staff present: Stephen R. McConnell, staff director; Robin Kropf,
chief clerk; Isabelle Claxton, communications director; Michael
Tierney, professional staff; Brian W. Lindberg, professional staff;
Terri Kay Parker, general counsel; Diane Lifsey, minority staff direc-
tor; Jane Jeter, minority professional staff; Chris Jennings, minori-
ty professional staff; Bill Benson, minority professional staff; Kim-
berly Kasberg, hearing clerk; Diane Linskey, staff assistant; Laura
Erbs, graduate fellow; and Dan Tuite, printing assistant.

OPENING STATEMENT BY SENATOR JOHN HEINZ, CHAIRMAN
Chairman HEINZ. This hearing of the Special Committee on

Aging will come to order.
At the outset, I would like to thank all the witnesses for their

cooperation. This hearing was originally scheduled to begin at 9:30.
A conflict developed with the Health Subcommittee of the Finance
Committee, on which I also serve. I have just returned from that
subcommittee, which is dealing with a subject that this committee
has been deeply involved with, namely the success of the Prospec-
tive Payment System-the new method of reimbursing hospitals
for Medicare costs under the so-called "DRG's."

I see Bart Fleming from the Health Care Financing Administra-
tion nodding knowledgeably. I had to participate, at least for the
first hour, in that hearing, and I thank all the witnesses for their
understanding.

Because I do anticipate that there will be other members arriv-
ing shortly, and because we have a large number of witnesses, and
because we are starting about 1 hour late, I would appreciate it if
witnesses could keep their testimony to 3, rather than 5 minutes. If
you feel you have to take 1 additional minute or 2, or 3, I cannot
fault Fou, but as a courtesy to others, do what you can to assist if
you would, please.
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I am also advised that Mr. Knapp may have some time problems,
so I am going to ask him to testify first. Mr. Knapp, if you are able
to stay for questions afterwards, that would be appreciated. Your
schedule may not allow you because of the shift in the time of the
hearing to do so, so if you have to leave, I understand the time
bind you are in. If your colleagues at the witness table can keep
their remarks short, you may be able to stay. So, whatever you
have to do, we understand.

I have an opening statement that I would like to make. We are
here on February 21. In just a few days, March 1, that day will go
down in history as the day Congress pushed the Gramm-Rudman-
Hollings button and officially automated the deficit reduction proc-
ess. With assembly line precision, Federal program after Federal
program will move across the bill's buzz saw for a neat 4.3-percent
shave.

Automation revolutionized America's work force during the In-
dustrial Revolution. It greatly enhanced this Nation's industrial po-
tential. But I for one do not believe that the policy, which produced
top-quality cars and widgets is going to work for public policy in
balancing a $950 billion budget in a fair and reasonable manner.

The March 1 cuts will come because Congress simply could not
accept another budget stalemate and the crippling burden of a $200
billion-plus deficit.

This committee and the Congress as a whole must ensure that
the March 1 cuts serve their purpose, which is simply this: To stim-
ulate a fair and reasonable budget agreement between the Con-
gress, both Houses, and the President before any further automat-
ed cuts take place in fiscal 1987.

As chairman of the Committee on Aging, I am concerned that
Gramm-Rudman is something of a wolf in sheep's clothing when it
comes to programs serving this country's senior citizens.

Now, on the one hand, the good news is that Social Security es-
capes unscathed, at least for the most part, that is true. It is also
true that Medicare cuts are limited. Equally true, however, is that
the programs subject to sequestration cover virtually the entire
spectrum of Government services for seniors, ranging from hous-
ing, nutrition, energy assistance, to legal services, health research,
and employment.

Sequestration in 1986 totals $11.7 billion. Cuts in retirement
COLA's account for $1 billion of this amount. Cuts in defense out-
lays take up $5.35 billion. Another $1.12 billion comes from domes-
tic programs that serve the elderly. Thus, of the cuts from non-de-
fense programs fully one-third come from programs serving, in
whole or in part, the elderly.

For many older Americans, these reductions will hit not once, or
even twice, but again and again, chipping away at the very pro-
grams they depend on for daily living. Hundreds of thousands may
find that as a result of Gramm-Rudman, they can no longer main-
tain the homes they live in, no longer receive critical food supple-
ments, and no longer have access to services and basic transporta-
tion.

Thousands more, such as retirees receiving military, government,
or railroad retirement pensions, have had their 1986 cost-of-living
increases canceled.
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In addition, the agencies-and you are here from those agen-
cies-which administer these and other programs have suffered
cuts in their administrative budgets. As part of our task today, we
hope to determine whether your agencies can continue the efficient
delivery of services and income payments upon which so many
Americans depend.

So our primary task today is to determine the exact effects of the
1986 Gramm-Rudman cuts on programs serving older Americans.
We also hope to gain some insight into the impact of further cuts,
should these become necessary in fiscal 1987.

Other questions before the committee include the extent of an
agency's discretion in implementing reductions in their administra-
tive budgets. Where many activities are funded under a single
budget account, do agencies have discretion to terminate one activi-
ty in order to save others? Where a single program involves several
components of spending, must all components be reduced equally?
Most importantly, what would be the impact of these and future
cuts on beneficiaries?

Obviously, we have a full morning of witnesses. I look forward to
their testimony.

I want to recognize Senator Bingaman of New Mexico, and Sena-
tor, if you have an opening statement, we would be pleased to hear
from you.

STATEMENT BY SENATOR JEFF BINGAMAN
Senator BINGAMAN. Thank you, Mr. Chairman.
Let me just commend you and the ranking minority member,

Senator Glenn, for holding this hearing. I understand Senator
Glenn could not be here because of a commitment in Ohio.

I am interested in the general issue as to what the effect of
Gramm-Rudman is on various programs, what the expected effect
for the next several years is in these programs, and I will be get-
ting into some specific issues as we go through the testimony.

I do have a statement I would like to put in the record, if I could.
Chairman HEINZ. Without objection, your entire statement will

be made a part of the record, Senator Bingaman.
[The prepared statement of Senator Bingaman follows:]

PREPARED STATEMENT BY SENATOR JEFF BINGAMAN

Mr. Chairman, I wish to commend you and the ranking minority member, Sena-
tor John Glenn, for holding this hearing today, Unfortunately, Senator Glenn could
not be here because of his prior commitments in Ohio-most notably his announce-
ment to run for re-election. I wish him well.

As I am sure we are all aware, the Gramm-Rudman-Hollings deficit reduction leg-
islation has caused great uncertainty in the Congress and in the nation. In the final
analysis, I voted against it because of the inequities it is likely to cause. I agree
strongly however, with the overall goal of reduced deficit spending. But that is nei-
ther here nor there, because at a minimum the law's automatic mechanism will
trigger spending cuts on March 1. Therefore we need to understand its implications
for fiscal year 1986.

According to a recently published Committee print, overall fiscal year 1986 se-
questration under Gramm-Rudcman-Hollings will reduce federal spending for the el-
derly. Because Social Security is exempted from sequestration, the general percep-
tion is that senior citizens are protected. The facts dispute this:

The 1986, 3.1 percent COLA increase scheduled for civil service and military re-
tirement has already been canceled by Gramm-Rudman-Hollings.
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Medicare will suffer a loss of $300 million in program funds, not achievable by
benefit cuts, on top of the existing freeze on hospital and physician reimbursement.

Housing and nutrition programs, low-income energy assistance, senior centers,
and other aging services will lose 4 3 percent of their total unobligated funds for the
fiscal year.

Administrative expenses for Social Security. SSI, Medicare, Medicaid, Food
Stamps, and Veterans programs will be cut by 4.3 percent as well.

The impact in New Mexico, and in other states, echoes the national figures and
puts a grim face on these numbers. in preparation for this hearing, I asked the New
Mexico State Agency on Aging to estimate how my State will fare in fiscal year
1986.

The figures are not encouraging. According to Rita Maes, New Mexico State
Agency Director, at the state administrative level staff travel and outreach will be
restricted. This is critical because New Mexico already receives insufficient Title III
administrative funds to support its Advocacy Assistance and Staff Development ac-
tivities. In the past the Administration on Aging provided a "supplement" to the
state. It is now questionable whether this will continue.

Under the Title V Employment Program, administrative costs would be reduced
and four part-time positions eliminated. These four workers serve communities
which would otherwise not be served. This impacts not only on already under-served
areas, but on the workers themselves who, on the average, live in a rural communi-
ty, are female between the ages of 60 and 69, have less than an eighth grade educa-
tion, and live on less than $270 per month.

And finally, New Mexico decided to impose the 4.2 percent reduction on a propor-
tionate basis to allow the local programs to decide what should be cut. Rita Maes,
the State Director, best explains the situationi

"There are indirect impacts that will be realized. With reduced services, current
efforts to identify those persons with the greatest need will stop or be curtailed,
therefore they will not be served. There is the possibility that some individuals who
stop receiving services will be unable to maintain an independent life in the commu-
nity and may have to enter an institution. Local programs that wish to continue to
provide the same level of services will need to obtain resources from other sources.
In some cases participants will be asked to increase their donations for services. We
know that this tends to decrease participation by those individuals most in need of
services. The programs may approach local governments for additional funds, but
the local government is also facing drastic revenue shortfalls.

"Preliminary information from local programs about how they will deal with the
reductions focuses on the elimination of staff and the reduction of services, includ-
ing meals, transportation. and other services.

"What is of most concern to us is that information about proposed future cuts
may frighten local programs into eliminating their programs rather than face the
pressures of step-by-step reduction of services."

Most of our state agencies report that adequate adjustments at the administrative
level can be made to meet Gramm-Rudman-Hollings targets for fiscal year 1986.
From what I've heard from our State Director, however, I'm not persuaded that the
cuts are only restricted to reductions in paper and paper clips. The matter requires
more attention and I welcome the witness testimony today, which I hope will give
us a glimmer of understanding as to what is happening.

Ciearly, the facts and figures we have already seen point to serious dislocations. It
appears that certain harm will result from this first round of cuts on March I and
the already called-for cuts proposed in the President's fiscal year 1987 budget. We
all agree some reductions are unavoidable. But we must ask ourselves if these cuts
are the wisest and most effective that can be made.

Thank you, Mr. Chairman.
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INTRODUCTION

The Congress is initiating in 1986 a tough new process to control
Federal budget deficits in the form of the Balanced Budget and
Emergency Deficit Control Act, commonly called the Gramm-
Rudman-Hollings Act. The new law requires the enactment of
budget legislation to achieve specified deficit targets each year,
leading to a zero deficit by 1991. If Congress fails to enact the re-
quired deficit-reducing legislation in time, the new budget process
triggers an automatic "sequestration" of funds to meet the deficit
target. The first sequestration under "Gramm-Rudman," totaling
$11.7 billion for fiscal year 1986, is scheduled to take effect March
1, 1986.

This report provides an analysis of the impact of the first
"Gramm-Rudman" sequestration on Federal programs serving the
elderly. Although the first sequestration will require relatively
small reductions in spending, it demonstrates how the automatic
cuts are made and offers a preview of future cuts. When fiscal 1987
begins in October, spending cuts estimated at $37 billion will be re-
quired if Congress fails to enact deficit-reducing legislation in the
interim.

Gramm-Rudman itself provides protection from sequestration for
a large portion of Federal spending on the elderly. Most of the ben-
efits paid by income security and means-tested programs-Social
Security, Supplemental Security Income (SSI), Veteran's benefits,
Railroad Retirement Tier I, Food Stamps, and Medicaid-are total-
ly exempt from sequestration, although the cost of administering
these programs is not. Other income security benefits, principally
Civil Service and Military Retirement, are subject to sequestration
only to the extent of the annual cost-of-living-adjustment (COLA).
Health care programs (other than Medicaid)-Medicare, Veterans'
health care, and community health centers-would be subject to
limited cuts of 1 percent in excess of a freeze on inflation adjust-
ments in fiscal 1986 and 2 percent in subsequent years. All other
programs serving the elderly, such as housing, nutrition, and social
services, are subject to across-the-board reductions required to meet
the deficit targets.

Gramm-Rudman requires that a total of $11.7 billion be seques-
tered in fiscal 1986. In applying sequestration to programs, the
total amount of required deficit reduction (net of the savings from
permitted COLA cuts) is split equally between defense and nonde-
fense spending, and spending reductions are applied uniformly to
the sequesterable amounts in each budget account. The savings re-
alized from COLA cuts are credited equally to the required defense
and nondefense reductions. The remaining amount needed to
achieve the target for this year is met by cutting the unobligated

Wv)
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balances in nondefense accounts by 4.3 percent and in defense ac-
counts by 4.9 percent.

Overall, fiscal 1986 sequestration will force a number of reduc-
tions in Federal spending on the elderly:

-The 1986, 3.1 percent COLA increase scheduled for civil service
and military retirement has already been canceled by Gramm-
Rudman.

-Medicare will suffer a reduction of $300 million in program
funds, not achievable through benefit reductions, on top of the
existing freeze on hospital and physician reimbursement.

-Housing and nutrition programs, low-income energy assistance,
senior centers, and other aging services will lose 4.3 percent of
their total unobligated funds for the fiscal year.

-Administrative expenses for Social Security, SSI, Medicare,
Medicaid, Food Stamps, and Veterans programs will be re-
duced by 4.3 percent as well.

Most agencies report that they can achieve savings through pro-
gram and administrative adjustments. Should sequestration occur
for fiscal year 1987, however, the consequences for programs pro-
viding essential services to older Americans will be far more
severe. Under the President's fiscal 1987 budget assumptions,
Gramm-Rudman will require a $37.2 billion reduction in Federal
spending. If Congress fails to enact alternative deficit-reducing leg-
islation before October, sequestration would require additional cut-
backs more than three times the size of those put into effect in
March. For programs and agencies already reduced by fiscal 1986
sequestration, fiscal 1987 sequestration would seriously impair the
ability to deliver quality health care, housing, nutrition, and social
services to the elderly, and to administer fundamental income sup-
port programs such as Social Security.

Although fiscal 1986 sequestration will take effect on March 1,
Gramm-Rudman faces an uncertain future. On February 7, a Fed-
eral District Court found Gramm-Rudman unconstitutional on the
grounds that it vests executive power in the Comptroller General,
an official who is removable by Congress. Pending appeal to the Su-
preme Court, the President's fiscal 1986 sequestration order will
remain in effect. Should the Supreme Court uphold the district
court, however, that order would be overturned. If this occurs,
under a fallback plan, Congress would have to pass a joint resolu-
tion to reinstate fiscal 1986 sequestration and initiate sequestration
in later years.

Relatively little about sequestration and its effect on deficit-re-
duction and Federal spending is certain. Nonetheless, this report is
intended to provide a preliminary view of the reductions in Federal
spending and changes in priorities that will result from this new
budget process, if it operates as expected. The budget and seques-
tration amounts presented in this report are for entire budget ac-
counts covering programs that serve the elderly. In many cases
only a portion of the spending in the account actually benefits per-
dons 65 years of age or older. Where possible the text indicates the
proportion of elderly -persons in the recipient or client population
in each program.
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FISCAL 1986 SEQUESTRATION
[in ME=n d] nd*=r

F~~ncat ywSI
1lls Bnlal' Seouenrne

OU"lYS
HealtIL

Medicae pt. A.................................................... 49.271 1,031.0 264.4
Med16 care Pt. B..... ............................. . ................... 25,244 1,001.5 110.0
Medicaid ......................................................... 24,440 0 0
Veterans me~cal care.:. ............................................. 9,267 787.7 1039
Natixtaf Institute on Aging ........................................... 137 75.7 3.2
National Cancer Institute ............................................ 1.217 517.1 26.5
N:tlisal Heart. Lung and kWo Institute .......................... 8...... 60 318.3 16.3
National Institute of Arthrits, Diabetes, and DgsieadKidney Diess573 257.6 11.0
Foo and Drug Administration ......................................... 417 365.7 15.7

Total.......................................................... 111,426 4,514.6 551.0

Incame security:
OASI trust fund............... .............................. 180,346 1,504.5 64.7
Di trust fund ..................................................... 20.306 464.2 20.0
951 Program ...................................................... 10,197 719.0 30.9
Black lung pt. B................................................... 1,002 6.5 .3
Biack lung pt. C...................-.............................. 950 154.0 6.6
Civil service retirement tend.......................................... 24.577 586.0 536.7
Military retirement fond ............................................. 18,008 409.1 409.1
Veterans conmperusato.............................................. 10,409 0 0
Veterans Ww ...............................o.. ................. 3,818 0 0
Vt genera] operating experisn........................................ 752 675.3 2~ a
Rairomad Sociat Secuiity............................................. 5.950 29.2 1.3
Rail tsdstry pension................................................ 2,248 43.7 19.1
Windlan Subsd. ........................ .... .. .. ......... 390 390 0 16.7
Pension Benefrd Guaranty Corporation................................... 33 28.3 12
Food stamps..-....... -...................................... 11.799 27.0 1.2
Cnsmmrnd'ty Supyplemnentlt Food Program................................. 1,582 2.0 .9
Food Donations Program.185...........................................1594 6.9
Temnwrary Emergency Food Assistance Prograni......................... 52 34.0 1 5
Low income Home Energy Assistarce Program............................ 2, 100 1,890.0 81.3

Total ............................-............................ 294,704 7.123 1 1,?27.4

Housing;
22tt uasNg...................................................... 556 3.9 2
Congregate servies................................................6 0 0
Public housing..................................................... 1,426 0 0
Community deve4onient grants ...................................... 3,575 62.5 2.7
Subsidized housing ........................................ - - 10,530 9.5 0.4
EmMI rurall housing onssrance fund .................................... 3,053 1,145.8 49.3
DOE weatherizationn .. ... .. .. -................................. 481 111.3 4.8

Total .......................................... .. .......... 19.633 1,333,0 57.4

sffnkm
Human deunvenent seeviom (indeding OAA) ........................... 1,977 1,134.8 48.8
UNTA ftcretiwiary grants ........................................... 800 58.7 2.5
UMIA formuta grants ............................................... 1,445 763.8 32.8
Leo Seri~c es ~OI rtl m ............................................ 312 226.0 11.4
ACM iN ............................................. ........... 164 91.6 3.9
Cwinnunity seevu emloynment fornilder Ameri=an....................... 326 65.1 2.8
Trainig andemplroyment serices ..................................... 3.841 94.9 -41
Equal Enrloymont Opportunity Commission .............................. 163 141.5 6.1
Social series~ Moc grants ..................................... 2,705 2,538.0 109.1
Community services btock grants ..................................... 368 252.9 10.9
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FISCAL 1986 SEQUESTRATION-Continued
[in

-~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

TOt .. .. 1...1 .2......2.........................................................4......... ................ 12,101 5.367.3 232:

Total d aO p I. . . . . . 431,864 18,338.0 2,068.2

%Fe if -W5~ thl yen 19OM pft to j- SJeItD, wxT =rvm££ ew!Id tl to Offe of Mfaumpwd VA OiWo ad
' usenoni fi r tke the Om so NWt min im 15. 19SM.

* FRpmxe , msh Id~ xtwO~ smia lStU~1 l 916.
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NlEW MEXICO STATEWIDE IMPACT OF GRAMM-RUDMAN ON AGING PROGRAMS
ADMINISTERED BY THE STATE AGENCY ON AGING

PERSONS 4.35, REDUC. DIFFERENCE
SERVED PERSONS PERSONS

SERVICE THRE 9/85 SERVED SERVED

Inforniation & Referral 30,036 28,744 (1,292)
Outreach 22,567 21, 597 (970)
Transportation 20,721 19,830 '891)
Homemaker 1 ,646 1,575 (71)
Home Health 1,053 1,o08 (45;
Home Vislting/Telvhone
Reassurance 6,459 6,181 (278)
Chore 1,217 1,165 (52)
Legal 2,792 2,672 (120)
Escort 3,033 2,903 (130)
Residential Repair 1,303 1, 247 (56)
Health 9,923 9, 96 (427)
Congregate Heals 24,317 23, 271 (1,046
Hone Delivered Meals 5,403 5,171 (232)
Scrvices to Residents
in Care 1,201 1,149 (52)

131,671 126,010 '5,566'

COUNTY BY COUNTY IMPACT OF GRAMM-RUDMAN ON AGING PROGRAMS
RERNALILLO COUNTY

PERSONS 4.3% REDUC. DIFI:EENCE
SERVED PERSO'NS PERSONS

SERVICE THRU 9/85 SERVED SERVED

Information & Referral 7,234 6,923 (311)
Outreach 2,499 2 392 (107)
Transnortatxon 948 907 (41)
llonmenaker 124 119 (5)
Horme Health 0 0 0
Home Visiting/Telphone
Reassurance o 0 0
Chore 0 0 °
Legal 1,340 1,282 (58)
Escort o 0 0
Residential Repair 798 764 (34)
Health 0 0 0
Congregate Meals 2,966 2,838 (128)
Home Delivered Meals 240 230 (10)
Services to Residents
in Care 564 540 (24)

16,713 15,995 (718)
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COLFAX, ttORA, SAN t)IGUEL, TAOS, SANTA FE, LOS ALAHOS, SIO ARRIBA, SANDOVAL,
/ALENCIA, SAN JUAN, MCKINLEY AND CIBOLA COUNTIES

PERSONS 4.3 REDUCO. DIFFERENCE
SERVED PERSONS PERSONS

SERVICE TIRU S/85 SEVED SERVED

Information & Referral 9,344 8,942 (402)
Outreach 9,918 9,492 (426)
TransDortation 1L4,127 13,520 (607)
Ilomemaker 86C 827 (37)
Home Health 98 94 (4)
Home Visiting/Telephone
Reassurance 3,342 3,198 (144)
Chore 200 191 (9)
Legal 855 818 (37)
Escort 1,652 1,581 (71)
Residential RepaJi 83 79 (a.)
Health 6,306 6,035 (271)
Congregate Meals 7,54'1 7,217 (32c)
Hone Delivered Meals 1,532 1,465 (668
Services to Residents
in Care 420 402 (18)

56,282 53,862 (2,420)

SFRVII

Infor
Outre

zo~nenHome
Hon-.e
Reass
Chore

Escor
Res id
Heal L
Congr
Home
Scr vi
in Ca

UNION, HARDING, QUAY, CURRY, GUADALJPE, DE RACA, LINCOLN, CHAVES, LEA

PER3SONS 4.3% REDUC. DIFFERENCE
SERVED PERSONS PERSONS

CE T. RU 918$ SERVED SERVED

nation & Referral 6,479 6,200 (279)
ach 8,146 7,796 (350)
portation -"350 2,919 (131)
aker 196 188 (8)
Health 886 848 (3S)
Visiting/Telephone

Urai;be ,225 2,129 (96)
701 671 (30)
107 389 (18)

Pt 9- 02 863 (391
ential Repair 57 55 (2)
Lh 2,610 2,498 (112)
egate Meals 5,704 5,459 (245)
Deliaered Meals 2,543 2,434 (109)
ces to Residents
re 166 159 (7)

34,1072 7601 (1,464)

----
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CAT4ON, SOCORRO, GRANT, SIERRA, HIDALGO, DO:IA AI6A, LINE AND

PERSONS 4.31 REDUC.
SEITVED PERSONiS

SERVICE THRU 9/85 SERVED

±nformation & Referral 6,979 6,679
Outreach 2,004 1,918
Transportation 2,596 2,484
horemaker 462 442
Honle Health 69 66
Hore Visiting/Telenhone
Reasszrance 892 654
Chore 316 302
Legal 1190 182
Escort 479 458
Residential ReDAir 365 349
Health 1,007 964
Congregate Meals 8,106 7,757
tome Del'vered Teal s 1,088 l0C1
servttes to Residents
in Coro 51 49

24., 604 23, 5145

OTERO COUNTIES

01iF F :H E NICE
PERSONS
SERVED

3 300)
(86)

(112)
(20)

13)

(38)
(14)

(8)
(AT)
( 16)
(43)

(349)

IC7)
( 15 )

(1, 059 )I
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Before hearing from the Acting Under Secretary of HUD, John
J. Knapp, I am going to insert into the record the statements of
three members of the committee who could not be with us today,
Senators John Glenn, Chuck Grassley, and Larry Pressler.

[The statements of Senators Glenn, Grassley, and Pressler
follow:]

PREPARED STATEMENT OF SENATOR JOHN GLENN

As senior Democratic member of the Senate Special Committee on Aging, I am
pleased that the Committee is holding today's hearing to examine how certain feder-
al agencies-with responsibility for the welfare of our Nation's elderly and disabled
citizens-plan to handle spending cuts under the new Gramm-Rudman balanced-
budget law. This law sets annual deficit reduction targets which must be met over
the next five years in order to balance the federal budget by 1991.

The Gramm-Rudman-Hollings law requires $11.7 billion in federal budget reduc-
tions in Fiscal Year (FY) 1986. If the Congress does not meet this target with the
enactment of legislation by the end of next week, the new law triggers across-the-
board spending cuts from all elements of the budget. The exceptions to this process
are several public aid programs; Social Security cash benefits; and finally, Medicare
and a few other health programs which have annual limits on the amount by which
their spending can be automatically cut. Medicare's so-called "buffer of protection'
is that program outlays to providers are limited to a one percent cut this year and
two percent thereafter.

A major part of this year's savings is already being achieved through one of the
law's provisions which freezes civilian, military and railroad retirement cost-of-
living adjustments (COLAs). As a long-time supporter of these retirement programs,
I believe this freeze is most unfair. Lowering the deficit requires sacrifice and hard
choices between a number of worthy programs and objectives, Civilian and military
retirees are not responsible for our economic difficulties and they should not be sin-
gled out as scapegoats.

The other part of this year's savings will begin Saturday, March 1, when-in the
absence of enacted legislative savings-the automatic spending cuts or "sequester-
ing" of funds will begin. I have many questions about how this process will work.
Will Social Security's administrative savings be accomplished through chopping the
number of administrative law judges (ALJs) or paring down beneficiary services?
Will processing time take longer or will beneficiaries wait longer for assistance in
field offices and on the telephone? Will essential research at the National Institute
on Aging and the other National Institutes of Health be severely compromised?

I have questions about Medicare beneficiaries' well-being under the new law. The
Gramm-Rudman Act implies that Medicare's savings should come out of the pockets
of health care providers not beneficiaries. Specifically, it states that premium and
deductible amounts cannot be increased automatically to meet the deficit reduction
targets. However, if we cut government payment rates to doctors and almost simul-
taneously allow the Medicare physician fee freeze to expire on March 15. I do not
believe it is unreasonable to assume that we will see cost-shifting to patients.

Moreover, this Committee has held a number of hearings about the quality of
care under Medicare's new Prospective Payment System (PPSj by diagnosis-related
groups (DRGs). We decided that Peer Review Organizations (PROs) should have
more money to perform their duties as quality-of-care watchdogs under PPS. Under
Gramm-Rudman, these agencies will have their budgets cut and we may very well
learn about greater numbers of quality-of-care horror stories as an offshoot of these
cuts.

In my view, those who state that Medicare beneficiaries are protected under this
plan are either misinformed or are being purposely misleading. And while I want to
squeeze the fat out of our budget as much as anyone, it is simply wrong to imply
that we can take this approach to deficit reduction without negatively impacting
those elderly who are trying to survive on low, fixed incomes.

I strongly opposed enactment of the Gramm-Rudman budget-balancing law. In my
view, it represents a tremendous abdication of legislative responsibility on the part
of both the Congress and the President. I have many questions about how these
across-the-board spending cuts will impact issues of national concern beyond our el-
derly citizens. For example, when we cut money for federal prisons does this mean
that we are going to have to let people out or crowd them up? When we slash
money for child support enforcement, doesn't it come out in the wash somewhere?
Does it mean more female-headed households on some form of public support?
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I could go on and cite a number of other issues outside the scope of this Commit-
tee's jurisdiction. I believe that this "gimmick" budget approach may very well be
unconstitutional. Earlier this month, a federal judicial panel did strike down the
automatic, across-the-board spending cuts mandated by the law. The ruling was
stayed, however, meaning that the law is still in effect until the Supreme Court
hears an appeal later this year.

While I will be interested in reviewing the testimony of witnesses at today's hear-
ing, it is my hope that we won't be holding another hearing later on this year to ask
today's witnesses to explain how they plan to swallow the next round of sequestered
spending. It is my sincere desire that once members understand the harm the
Gramm-Rudman automatic spending cuts will inflict, we will be able to work to-
gether in a bipartisan fashion to produce a congressionally-passed budget that would
negate the triggering of further across-the-board cuts. I believe that today's wit-
nesses can make an important contribution in this regard.

PREPARED STATEMENT BY SENATOR CHARLES E. GRASSLEY

Mr. Chairman, I commend you for calling this hearing today into the effects of
the Granim-Rudman-Hollings Act on the elderly.

For several years now, I have offered a budget freeze proposal designed to impose
some spending discipline on the Congress. I have offered such an across-the-board
freeze because it seems to me to be the fairest way to get a handle on our continu-
ing deficit problem. I will offer such a proposal again this year as we go forward in
our budget deliberations here in the Senate. Control over these deficits seems to me
to be one of the highest priority matters facing the Congress and the country. In my
own State of Iowa, the exaggerated value of the dollar and very high interest rates
have had a devastating effect on our farm economy. Many of us think that these are
related to our massive deficits.

The Gramm-Rudman-Hollings Act has had the undeniable effect of forcing the
Congress to deal with these budget deficits. The Gramm-Rudman-Hollings program
is going to put additional pressure on the Congress to develop a budget resolution
and spending bills that bring our deficit down to the levels targeted in that act. It
seems to me that this is the key point; that is, that the automatic sequestration
process is not inevitable. If we do our job here in the Congress, we will not have
sequestration.

The hearing today will help us better understand the consequences for programs
which benefit the elderly of the automatic sequestration process. Therefore, it seems
to me that what we learn from this hearing will help us in the very important job of
getting a congressional budget resolution and spending bills which reduce our deficit
to the targeted amount.

PREPARED STATEMENT OF SENATOR LARRY PRESSLER

I commend Chairman Heinz for holding this hearing on the impact of the
Gramm-Rudman-Hollings Balanced Budget Act on the elderly. Today, we are focus-
ing on the effects this law will have on elderly programs in fiscal year 1986. Aside
from the few programs which are exempt from cuts, and those in the special rules
category, 4.3 percent of funding must be cut from elderly programs in fiscal year
1986. After looking over the testimony being presented here today, and meeting
with many concerned individuals from my State, the consensus seems to be that a
4.3-percent cut is not unbearable. All of the agencies and departments are making a
good faith effort to reduce waste and cut corners without substantially reducing
benefits. This is truly the spirit of fiscal restraint.

However, there are a few observations I would like to make concerning Gramm-
Rudman-Hollings and its impact on aging programs:

(1) If Gramm-Rudman survives the constitutionality test it is now facing, fiscal
year 1987 cuts could be as high as 25 percent in many programs. This is cause for
concern. In fact, the Gramm-Rudman impact in FY 87 will be fatal for many of the
aging programs. Mr. Chairman, it is my hope that we will hold a similar hearing to
examine priorities and alternatives for FY 1987.

(2) I am certainly pleased that under Gramm-Rudman-Hollings, Social Security
benefits are exempt from budget cuts. I have supported and cosponsored legislation
removing Social Security from the unified budget. The Social Security trust funds
are made up of payroll taxes to be used only for benefit payment. However, retired
Federal and military employees are not so lucky. They have already felt the effect
of Gramm-Rudman when their 3.1 percent cost of living allowance was cancelled. Is
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it right for some retirees' incomes to be subject to reductions and not others? I
would appreciate hearing from some of our witnesses today on this subject.

(3) One bright spot I would like to mention is Alzheimers disease research fund-
ing. I recently sent a letter to Health and Human Services Secretary Otis Bowen,
requesting that Alzheimers disease funding remain a top priority in the depart-
ment. Senators Heinz, Glenn, and Wilson, of this committee, along with six other
Senators, cosigned this letter. I thank my colleagues on the committee for their as-
sistance in this. I am pleased to say that funding for Alzheimers research will
remain a top priority, and FY 1986 level funding will be maintained. I commend
Franklin Williams who is with us today, and Secretary Bowen for their continued
commitment to the war on Alzheimers disease.

Chairman HEINZ. Let me ask Mr. Knapp if he would please pro-
ceed as our first witness.

STATEMENT OF JOHN J. KNAPP, ACTING UNDERSECRETARY, DE-
PARTMENT OF HOUSING AND URBAN DEVELOPMENT, WASH-
INGTON, DC

Mr. KNAPP. Thank you, Mr. Chairman.
In the housing assistance area, when we speak of reductions, we

are not talking about reducing the number of people we serve or
the level of the subsidy provided. Instead, we are talking about the
rate of growth of the numbers served.

Our housing assistance programs now serve 4.2 million house-
holds, an increase of 1 million since 1981, and we expect to reach
4.4 million in 1991.

Deficit reduction targets are proposed to be reached in the hous-
ing assistance programs not by reducing the number of households
served or increasing the costs that these households themselves
must bear, but by changing the nature of the programs themselves,
a continuation of a change that has been underway since 1981,
moving away from subsidization of construction to direct affordabil-
ity assistance to low-income households.

Besides the obvious per-unit cost differences, we believe that this
thrust is supported by what is going on in the housing market,
where multifamily starts and completions are at their highest level
in a decade; rental vacancies are increasing, with the highest va-
cancy rate being for units renting at between $200 and $249 per
month; and with the rate at which new apartments are being ab-
sorbed by the market at the slowest level ever recorded.

My statement details the effects of the fiscal year 1986 mandated
cuts across the housing programs. They are not significant-a few
units shaved off each program.

You asked also about allocation of reductions in the administra-
tive budgets. This is where the across-the-board concept makes the
least sense and therefore forces other choices, because program
funding level reductions of, say, 5 percent do not necessarily, or
even likely, lead to workload reductions of that amount or any
amount.

Allocation of administrative cuts is largely nondiscretionary, di-
rected as it is by the "program, project, or activity" direction of the
statute, but within those constraints, we are trying to the maxi-
mum extent feasible to let the allocation be guided by actual and
projected workload requirements. And this will lead, I believe, to a
favorable tilt in that allocation toward the housing staffs in the
field offices.
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As for fiscal year 1987, we have not attempted in my statement
to predict the impact of further across-the-board reductions. For
one thing, no one knows at this point what reduction percentage
factor to use. That depends not only on projections, but on congres-
sional and executive actions taken in the forthcoming months.

More importantly, that is not what we would propose. The Presi-
dent's budget presents a different plan beginning in 1986 that is de-
signed to achieve the deficit reduction target not only for 1986 and
1987, but for the outyears, 1991 and beyond.

Adoption of the President's program will permit the continuation
through 1991 and beyond of a program of adding 50,000 households
each year, probably roughly half of them elderly, to the number of
those already receiving housing assistance.

We believe that this is the only choice that can be made which
will both permit us to provide that level of necessary housing as-
sistance to the needy, including the elderly, and will permit the ex-
ecutive and the Congress together to make good on the deficit re-
duction commitment made in Gramm-Rudman-HIollings.

Mr. Chairman, I think that finishes what I would like to say at
this point, and I will remain for the questions.

Chairman HEINZ. Thank you very much, Mr. Knapp.
[The prepared statement of Mr. Knapp follows:]
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STATEMENT OF

John J. Knapp
Acting Under Secretary

U.S. Department of Housing and
Urban Development

Mr. Chairman and Members of the Committee: On behalf of

Secretary Pierce and HUD, I am pleased to respond to your request

for information regarding the application of Gramm-Rudman-

Hollings to HUD programs that serve the elderly, either

exclusively or as part of their general constituency.

You have asked that we describe, first, the specific

allocation of the automatic FY 1986 reductions among programs;

second, the allocation of FY 1986 reductions within the

Department's administrative budgets; and, third, the likely

effects of further automatic reductions if the sequestration

process must again occur in FY 1987.

Allocation of the mandated budget reductions among programs

is, as the Committee is aware, nondiscretionary. Gramm-Rudman-

Hollings requires that the reductions be applied equally to each

"program, project, or activity," as that term is defined by the

Appropriations Subcommittees. In our case, the Subcommittees

have defined those terms as referring to the most specific level

of budget items referred to in the appropriations act, the

accompanying reports, and in our budget justification documents.

Table I, attached to this statement, shows the application

of the 4.3 percent Gramm-Rudman-Hollings reductions to the

several housing subsidy programs that are included within the

single appropriation account entitled 'Annual Contributions for

Assisted Housing.' This account includes all of our funding for

public housing development, for Section B subsidies, and for

rental rehabilitation grants and housing development grants.

With regard to Section 202 housing for the elderly and
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handicapped, this account includes the Section 8 rental subsidy

payments but does not include the direct loans.

AS you can see in Table I, the 4.3 percent 'sequestration'

is applied to each line in the assisted housing account. To

highlight some of the effects:

o public housing new construction is reduced by 197

units -- from 5,000 units to 4,803 units;

o Indian housing new construction is reduced by 79

units -- from 2,000 units to 1,921 units;

o Section 202, new construction for elderly and

handicapped is reduced by 472 units -- from 12,000

units to 11,528 units;

o vouchers are reduced by 1,451 units -- from 36,900

units to 35,449 units, and Section 8 Existing

Housing Certificates are reduced by 1,277 units --

from 32,480 units to 31,203 units; and

o Section B mod rehab is reduced by 396 units -- from

10,056 units to 9,660 units.

Similar reductions are made in other programs. The

limitation on direct loans for Section 202 new construction is

reduced in an amount that is consistent with the subsidy

authority reduction already referred to. Budget authority for
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new contracts under the congregate services demonstration is

reduced by $115 thousand from $2.67 million to $2.55 million.

I want to emphasize at this point that, for the most part,

these reductions apply to additions to our current program

activities. They are not reductions in the number of persons now

being served by the programs or in the amounts of subsidy being

received by such persons. They are reductions in the rate of

growth of the programs. All of the units that I mentioned are

what we refer to as 'incremental units' - that is, incremental

additions to the numbers of units already being subsidized. The

single exception to this rule is in the Congregate Services

demnonstration, where the reduction will affect our ability to

extend existing contracts beyond their original expirations.

In the administrative area, allocation of the mandated

reductions is also largely nondiscretionary. Following the

legislative direction requiring equal allocation across each

.program, project, or activity,' the 4.3 percent reduction was to

be taken from each object classification of expenditure as well

as from each program area, both for Headquarters and the Field.

Extension of the across-the-board concept to administrative

budgets creates distinct difficulties, because a funding level

reduction of a given percent in a program does not necessarily,

or even usually, produce commensurate workload reduction. Also,

some discrete expenditures, such as space rental costs, cannot be

cut at all, so that reductions must be tilted more heavily

towards other types of expenditures. Because of these factors,

we are considering a reprogramming request in the administrative
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budget area. It is likely that such a request would propose to

provide more staff for Housing Field operations than a totally

neutral, blind allocation would allow. This is due primarily to

the current surge in FHA single-family insurance applications,

but allocations of Housing staff assignments within Field offices

will be made by Regional Administrators and other Field managers

based on current and projected workload requirements. While I

cannot yet provide details, the short of this is to say that, to

the maximum extent practicable, allocations of reduction in the

administrative budgets will be guided by program workload

considerations, and will be adjusted from time to time as

necessary on the same basis.

You asked about the likely effect of further automatic cuts

in FY 1987. That, of course, would not be a desirable

occurrence. The Administration is committed to achieving the

deficit reduction targets that are mandated by Cramm-Rudman-

Hollings, but through a process of reasoned, deliberate, although

difficult, choices made by the two political branches, not by a

choice-avoiding surrender to mindless computer runs. The

President's Budget presents such a reasoned alternative route

toward the deficit reduction objectives that Congress and the

President already have agreed upon.

Deficit reduction targets cannot be met on a one-year-at-a-

time basis. 1991's outlays are not determined solely in 1991 or

even in 1990; they are determined largely in 1986 and 1987.

Nowhere is this more true than in the HUD programs, based, as

they are, on one-time commitments to long-term expenditures. For
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example, the 4.3 percent sequestrations of HUD programs in

FY 1986 that I described totalled $668 million in budget

authority for the Department as a whole. The outlay saving in

FY 1986 that is produced by that reduction is only $33 million.

However, that same one-time reduction in budget authority also

produces a S105 million outlay saving in FY 1987, and further

savings of $125 million in 1988, $38 million in 1989, $36 million

in 1990, and $32 million in 1991. While the 1986 reduction,

therefore, does make a contribution toward the outlay sav ngs

that will be required in later years, Its contribution is not

nearly enough. It hardly could be, because by hypothesis, the FY

86 reductions were not calculated with 1991 in mind, only 1986.

The President's Budget, therefore, proposes to begin the

assault on out-year outlays now, in Fiscal 1986. A series of

rescissions and deferrals of FY 1986 budget authority is

proposed. Rescissions totalling $5.129 billion in budget

authority, together with other budget proposals having an initial

impact in Fiscal 1986 and 1987, will produce outlay savings from

current services of about 51.3 billion in FY 1986, $2.7 billion

in FY 1987. and $6.4 billion in 1991. All budget authority

proposed to be deferred in 1986 will be used in 1987, including

$2.3 billion to fund 50,000 Vouchers. The deferral proposals

will reduce the amount of new budget authority required in

FY 1987 to $5.5 billion, but budget authority will rise again to

nearly $10 billion in 1988.

The President's budget plan for the future of BUD programs,

which is outlined fully in the FY 1986 proposals, presents hard
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choices because it proposes program terminations, not simply

shaving. It is not a program that was originated overnight,

however. It continues the policy direction that we embarked upon

in 1981 of providing housing affordability assistance directly to

needy families through vouchers, rather than through

subsidization of developers through new construction programs. A

major step in this direction was taken by Congress and the

Administration together in 1983 with the repeal of Section 8 new

construction and substantial rehabilitation authority. What has

occurred in the market place since then, whether or not there is

a cause-and-effect relationship, supports an extension of that

approach.

We know, for example, that sub-stantard rental units are

declining. We know that multifamily construction from 1983

through 1985 was at the highest level since 1973, and that the

completion of unsubsidized apartments rose to 314,000 units in

1984 -- the highest level since 1974. In 1984, the rate at which

new apartments were absorbed by the market fell to the lowest

level recorded since we began collecting such data in 1969.

Rental vacancies continued to increase, reaching 6.8 percent in

the third quarter of 1985, the highest rate in eight years. This

rate was highest, not for luxury units, but for units renting at

between $200 and $249 per month.

We propose, therefore, to terminate all further funding for

subsidizing new construction or rehabilitation, while continuing

to add to the number of households receiving housing

affordability assistance at the rate of 50,000 families per
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year. This new assistance will be provided by vouchers. HUD

housing assistance now reaches 4.2 million households - a million

more than were served in 1981 - and we expect to reach 4.4

million by 1991.

Table II, attached to this statement, shows the effect of

the budget proposals for PY 1986 on the programs included in the

same Assisted Housing account covered in Table I. The first

column in Table II is identical to the second column in Table I -

that is, the currently appropriated authority, after

sequestration. Table III shows the budget proposal for FY 1987,

consisting principally of 50,000 incremental vouchers.

I have presented a oicture of the entire HUD budoet for

housing assistance for low-income households. A large portion of

the households assisted, of course, are elderly. They are the

principal beneficiary of the Section 202 program, for which we

propose termination. We do not believe, however, that the

shelter needs of the elderly require continued subsidization of

new construction. As I indicated above, significant additions to

the housing stock are continuing to occur despite the

discontinuance of HUD construction subsidies. Our experience

with the Section 8 Existing Housing Certificate program as well

as the housing allowance experiments that led to evolution of the

voucher program demonstrate that the elderly can be well-served

by the voucher program. As you know, many elderly households

choose to remain in their homes and receive affordability

assistance 'in place' under the Certificate program, and we

expect that to be equally the case under the voucher program.
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While we do not deny for a moment that halting the growth of some

programs altogether will be painful, we do not believe that the

burden will fall disproportionately upon the elderly.

What is of overriding importance is that the President's

proposal submitted this year is a complete blueprint for the

contribution from HUD programs toward meeting the deficit

reduction targets, not only in FY 1986 and 1987 but also in

1991. Adoption of the President's program will permit the

continuation, through 1991 and beyond, of a program of adding

50,000 households each year, probably roughly half of them

elderly, to the number of those already receiving housing

assistance. We believe that this is the only choice that can be

made which will both permit us to provide that level of necessary

housing assistance to the needy, including the elderly, and will

permit the Executive and the Congress together to make good on

the deficit reduction commitment made in Gramm-Rudman-Hollings.
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Table I

ANNUA. CONTIAUTION8 FOR ASSISTED MOUSIN6
FY 1916 - 6R099 REIERVATIONI

--Operating Plan and Operating Plan Adjusted for Sequtstration--

Carryover................I
Recaptures.....................
Rescission of Rrcaptures.
New Authority ..................
Seguestration...................

Total Available..............

Public Housing

Public Housing ..............
lnd:an Housing................
Agendeents.................
Lemse Adjusteents.............
godernization...............

Subtotal, Public Hcusing..
Section 8

Section 2021
Section 202.....................
Section 202 atendeents..........

Subtotal, Section 202.........
Housing vouchers:

Free-standing...................
Section a Opt Outs..............
Public Housing DePclitions......
Voucher PHA Fees .............

Subtotal, YVouchers.........
Existing/lMod Rehab:
Cerrificates....................
Noderate Rehab..................

Subtotal. ............

Operating Plan

Dudget
Units Authority

NA *918,498,316
NA 517,525,000
NA 1517,525,0001
KA 9,965,607,781
NA ...

IA 10,984,106,167

5,000
2,000

NA
HA
NA

7,000

12,000
NA

12,000

36,900
1,000
2,500

NA

40,400

32,480
10,05t

42,536

q78,900,000
,27,t00,000

300, 000, 000
19,200,000

1,500,000,000

3,125,700,000

1,616,040,000
240,000,000

1,8,6, 640, 000

695,377,817
18,84!,000
47,1!2,500
89,989,683

851,225,000

2, ai0,000
922. 00,000

3,390, 660, 000

Adjusted for Sequestratlion

budget
Units Authority

NA *918,490,386
NA 517,525,000
NA t517,525,0001
NA 9,965,607,781
NA (429,521,134)

10, 455,595,03

A,803
1, 2l

NA
NA
NA

6,724

11,529
NA

11,52i

35,449
961

2,402
NA

35,9B12

31,203
9,660

40,863

940, 409, b52
3 14,7:,769
299,204,000
19, 44u.056

1,441,020,000

3,002,797,476

1,553,073,7 15
: 0,56;, 200

1,753,636.915

668,035,561
18,104,015
45, 260, 027
96.35 ,221

9:7.774,834

2,371,011,949
e6, 227,300

3.257,339,249
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Emisting - Prosect-bsedi
Loan Nanagecent ................. 5,000
Property Disposition ............ 4,77Z

Subtotal . ............. 9,775

Conversions-Section 23............
Asendeentsi

llNtSub. Reha. b..............
Existing Housing g............
Project Reserve/Loan Management
todrrate Rehab ................

Property Disposition ........

Subtotal, Amenduents......

925 46,744,875 889 "4,704,867

NA
NA
NA
NA
NA

NA

Subtotal, Section 8 ......... 105,643

Total, Public Housing and Soc.B.

Soction 17 Devslopont .........
Section 17 Rehabllitation .....

112,434

NA
"A

44,000,000
488,352,295
338,061,667 Al
36,549,330
20,000,000

928, 61, 22

7,640, 40,167

10,734, 104,147
.................. 5ass

75,000,000
75,000,000

101,

108,

NA 44,191,280
NA 469,149,322
NA 324,763,001
NA 35,111,250
NA 19,223,400

NA 892, 428,453

492 7,309,237,557

204 10,312.035,033
Max. .5.,..u.....

NA 71,775,000
NA 71,775,000

Total Use of Authority ........... NA 10,984,104,167
tt-r:=tz ... s

NA i0,455.585,033
. :n:. ....

A/ Incldoes t80.2 million of C and 1A for retrorctive rent rebaten and 140 million
of contract authority and 5250 million UA for reserve amendments.

90,100,000
444,075,000

534,175,000

4,803
4,587

9,390

80,557,268
42L,613,971

513,171,239
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Table II

ANNUAL C0471,11tt1CM F~k ASSIJIED MIS~h$
FY :994 6R5SS RESEPVAT:0CN

*-Siquistered Appropriation Compared to Adminjitratio'rs Proposjl--

Sequestered Appropriation Adminjitration Propsal

ludget ludget
Uinits Authority Units Authority

CIrryovir . . A , 13,498,38, NA 918,491,316
P acpturas . .....-... NA 517,525,000 NA 537,525,000
Rescission of Reraptures Ilii i517,525,0001 NA iSst,525,0001
Ie,, Authority ........... . NA , ,965,607,791 MA 9,965,07,781
Proposid Deferral ......... .... KA NA NA (2,300,805,340)
Proposed Rescission ....... .... NA NA NA 14,413,430,443)
Sequestration . ........ NA (428,521.1341 K o "28,!21,134)

Total Ayailable ...... MA 10,415,385,035 3,741.349,030
_**_**_ ..............

Public Housing

Public Houling ......... 4I-- , , 803 940,409,452 330 8 0,731,140
Indian Iousing ..... . 1,921 314,718,768 0 0
Awdarnts ..... MA 288,204,000 NA 200,000,000
L st Adjustments% .. A 18,t44,056 NA 19,200,000
modernization . IU 1,441,020,000 WA 458,325,000

Subtotal, Public Housing.. 6,724 3,002,797,476 350 758,256,140
Section 8

Section 202i
Section 202. 11,527 1,553,073,715 100 12,810,000
Section 202 amendsents .......... NA 230,563,200 NA 230,000,000

Subtotal, Section 20 ..1,52B 1,783,636,913 100 242,810,000
Housing Vouchers:

Free-standing .35,449 668,033,561 50,000 942,250,000
Section 8 Opt Out . 9 61 18,104,013 1,000 18,845,000
Public Housing Demolition s . 2.402 43,260,057 2,500 47,112,500
Voucher PA.. F te. IA 86,353,221 NA 107,000,000

Subtotal, Vouchers ......... 38,812 817,754,834 33,500 1,15 ,207.500
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Existing/Iod Rthab:
Certifi cates .................... 31,203
Moderate Rehab *.................. 9,60

Subtotal . ............ t40,963
Existing - Project-based:

Loan M an agement .................. 4,03
Property Oiposition ...........t . 4,3587

Subtotal . ............. 9,390

Conversions-Section 23 ............ 6 89
Asendaentis

NeutSub. Rehab ............... KA
EListing Housing .............. I A
Project Rt ervulLoan Managesent KA
Moderate Rehab ................ N A
Property Disposition A........ h

Subtotal, Asendsents A...... K

Subtotal, Section .......... 101,4U2

Total, Public Housing and 61C.3.

Section 17 DIeeloapent .........
Section 17 Rehabilitation ......

Total Use of Authority ...........

108,206

lA
NA

44,906,867 700 35,374,500

44,191,280
469,149,322
324,763,001 a*
35,11!,:50
19,213,600

892,428,453

7,309,237,557

10,312,035,033
71,775,0......

71,775,000

66,

67,
.:X1

NA 10,4ts,585,033
-... ti.... tests

NA 50,000,000
NA 450,000,000
NA 280,284,500
KA 40,000.000
KA 20,000,000

_ _ _ _ _ . .-_

NA 8940,24,500

714 2,983,092,990

064 3,741,349,030
.... =====.

NA 0
NA 0

NA 3,741,349,030
t..........tu

a1 Includes t80.2 sillion of CA and )A for retroactive rent rebates and *40 sillion
of contract authority and 1250 sillim U for reserve amendenats.

2,371,111,949
861,227.700

3,257,339,249

86,557,268
426,613,971

313,171,239

2,300
1,114

3,414

5,000
4,000

9,000

184,462,500
103. 8::,%990

287.316,390

90,100,000
372,000,000

46Z,100,000
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Table III

ANNUAL COVTRIBU 10XS FDR0 A55'EG YOSI 5N
FY :97 - 505; jE5ERVGAT;OS5

Oontract

Units Cost Authority
_- - - - - - --- - - - -

........ , NA NNA i.55,70,072
tecaptunms........ NA NA 1,4,400,400

Rescission of Rf:autorl . . NA NA 114,400,4001

IotaI Avajia bIt ............... NA 353,901,072

Public Nousing

Auendatn ..NA NA NA
Lease AdJustments ........... ; NA NA NA
Modarniation .NA NA NA

Suitotal, Public Housing. 0 NA NA

Section a

Section 202:
A&I.,, ,,, ................ ... NA

.tre Autlo'rty

NA N2,300,805.360
NA 2645,62,000
NA 1264,362,000)

2,300,805,360
zzz:_:z::_=:::

I 59,900,000
I 16,300,000.
1 225,000,000

NA 300,200,000

NA 4,500.000 20 90,000,000

Housing Vouchers:
Free-s andirg .......... 50,000
Section 8 Opt Outs ts...... i,000
Publi: Housing Dasohtuns . 2,500
V:ucher PSA Fees .X

Subtctai. V:he's e .. . , 00

Existing - Project-boased:
Loan tnananent ............... 5,000
Property Disiositicn 4,000

Subtota .9.000

3,769 18B,"O0,00
3,769 3,769,000
3,769 9,4.2,500

200 10,700,000

2!2 ,4:,500

3,604 1e,020,000
1,E40 19,360,000

37,380,000

5 942,250,000
5 le,145,000
5 47,1 :2,500
5 53,500,000

,C06 , 707,500

c5 90,100,000
1 290,400,000

380,500,000

4sendaents:
Enisting Housing ............. NA NA 50,000,000
Project Reserves ............. NA NG 45,679,572
Property Disposition ......... NA NA 3,000,000
Moderate Rehabilitation A..... !a N 2,000,000

SubtotCa. Amendoents ...... NA NA 97,677,572

Subtotal, Section a .......... 62,500

Total, Publtc Housing and Sec. 8 62,500
:====::

NA 353,901.072

NA 353,901,072
==== == ::--

4 200,000,000
5 229,397,860
10 20,000,000
10 20,000,000

468,397,860

2,000,605,360

2, 300, 005, 360

60-336 0 - 86 - 2
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Chairman HEINZ. Dr. Williams, you represent the National Insti-
tute on Aging. We are delighted to have you back before this com-
mittee. I want to, by way of recognition, just commend you on the
excellent work I think you have been doing. I know many members
of the committee-perhaps all of them-share that feeling.

STATEMENT OF DR. T. FRANKLIN WILLIAMS, DIRECTOR, NATION-
AL INSTITUTE ON AGING, NATIONAL INSTITUTES OF HEALTH,
BETHEDSA, MD
Dr. WILLIAMS. Thank you very much, Mr. Chairman.
I appreciate the chance to testify. I might just mention that I

have come from our Advisory Council meeting, where a Mrs. Doro-
thy Kirsten French is presenting information on her great efforts
on Alzheimer disease, which her husband unfortunately suffers
from.

I have submitted some written testimony which I hope you might
accept for the record. I will just briefly summarize that.

Chairman HEINZ. Without objection, not only your testimony,
but the testimony of all witnesses will be included in its entirety in
the record,

Dr. WILLIAMS. Thank you. The National Institute on Aging,
within the context of the National Institutes of Health's mission,
focuses specifically on research and training related to aging and
the special problems of old age. Our researchers are studying a
broad range of topics relevant to this role, with the major goal of
differentiating between aging and disease states and conditions
common to older people which are potentially preventable or re-
versible.

Despite the good health and functioning which for many older
people are fortunate to possess, the direct costs of major chronic
disabling conditions in old age are enormous: An estimated $35 to
$40 billion of direct cost per year for Alzheimer disease and at least
$7 billion per year for hip fracture problems, secondary to falls and
osteoporosis are just to cite two examples. Biomedical research ef-
forts offer essentially the only hope for eliminating or decreasing
the impact of these and other major problems in older people, their
families, and our Nation as a whole.

The Gramm-Rudman-Hollings Act requires all Federal discre-
tionary nondefense funds to be reduced by 4.3 percent this year. At
the National Institutes of Health, this has been sequestered equally
across all mechanisms and all Institutes. For the NIA budget over-
all, this has meant a reduction from $156.5 million as appropriated
for fiscal year 1986 to $149.8 million under the sequestration.

I would like to give a few examples of how this impact is felt.
The Gramm-Rudman-Hollings mandatory reductions will reduce
the funds available for support of research project grants $3.9 mil-
lion below the fiscal year 1986 appropriation level. It is our plan to
continue to fund the same number of grants as was included in the
appropriations law. This will require a downward negotiation of 5
to 10 percent on all remaining approved grants this year, since
about 30 percent of our yearly grants have already been awarded.

In particular, the total reduction in the centers' line will be
down from $10.4 million to $9.9 million under the Gramm-Rudman-
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Hollings reductions. Ten of our 12 centers are Alzheimer disease
research centers. These centers aim to bring together clinical and
basic science investigators to enhance the effectiveness of Alz-
heimer disease research and ultimately, health care delivery, and
also carry out training and information dissemination functions.

In the area of training, beyond just Alzheimer's disease--
Chairman HEINZ. Dr. Williams, just to clarify what you said, did

you say that the Alzheimer's centers would be cut from between
$4.4 million and $9.9 million?

Dr. WILIJAMs. No. It will be cut from $10.4 million to $9.9 mil-
lion.

Chairman HEINZ. I am sorry.
Dr. WILLIAMS. It is a 4.3 cut there like everything else.
In the training area, the cuts will reduce our opportunity to

award new traineeships by about 22 percent, from 45 to 35 new
trainees in fiscal year 1986. This is a very important part of our
program, addressing the needs for researchers and faculty leader-
ship, and these figures will certainly not allow us to meet the goals
set by the HHS Report on Training in Geriatrics and Gerontology
in 1984.

The intramural area, I want to note in closing, there our reduc-
tion will be $900,000, from $20.9 million to $20 million. This affects
our laboratory for neurosciences, our laboratory for molecular ge-
netics, and such activities as the Baltimore Longitudinal Study on
Aging, now 28 years old.

The reductions in all these activities, as well as our research
management and support, will be achieved by a reduction in staff
through attrition; curtailment of our Summer Program; reduced
expenditures for equipment, supplies, and information dissemina-
tion; and a reduction in funds available for staff travel.

I might just point out that inasmuch as a large share of the in-
tramural research costs are fixed costs, there is a necessary reduc-
tion of about 25 percent in the expenditures for the actual research
procedures for supplies, equipment, and the like.

Mr. Chairman, I would like to close here and be ready for ques-
tions.

Chairman HEINZ. Thank you very much, Dr. Williams.
[The prepared statement of Dr. Williams follows:]
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STATEMENT BY

T. FRANKLIN WILLIAMS, N.D.
DIRECTOR, NATIONAL INSTITUTE OR ACING

RATIONAL INSTITUTES OF HEALTB
PUBLIC HEALTH SERVICE

DEPARTMENT OF HEALTH AND HUMAN SERVICES

Mr. Chairman and Menbers of the COmMittee, I am Dr. T. Franklin

Williams, Dirctor of the National Institute on Aging (NIA) at the

Natinral Instibttes of Health. Thank you for the cportxity to

present inforration abut the im'pact of the Congressionally initiated

Gr-m-Inan-Hollngs Art on the zesearch and trainirn proyams of

the National Institute on Agngi.

The National Institutes of Health (NIH) is the principal bionedical

research agency of the Federal Government. The NIH suports

biomedical and behavioral researdh in this country and abroad,

ConIducts research in its own laboratories, traims promising young

researchers, and prometes the acqisition and distribution of medical

knowledge. These researhd activities unouver new ways to prevent and

ameliorate disease and dlisaility, seek to lessen the enrmouas

eonomic and human toll exacted from the Nation, and lead to better

health care for the American people.

Within this context, the NIA focuses specifically on the elderly,

those age 65 and above. the primary goal of the NIA research

programs is to extend the healthy miidle years of life, thereby

reducing the impact of the aging process. NIA-supported researchers

are studying a broad range of topics relevant to this goal. Key

Paon these twicrs is the continud effort to differentiate between

normal aging and those disease states and onwditicms on to the

elderly whidh are potentially preventable or reversble. The

Institute sUtPorts a broad spectaru of research and training aiied at
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easing or eliminating the physical, psychological, and social

problems which beset marny older persons. Biacidical research efforts

include studies on the diagnosis, etiolgy, and treatment of Alzheimer

disease; the effect of imznhodeficiency on health of the elderly.

disorders such as inconilnence; and exercise, cardiovascular health,

and aging. Behavioral sciences researdh includes studies of

cognitive and bicpsydhological aging and maintenance of independent

and effective functioning of the elderly. The Institute also

supports a strong initiative in disease prevention and health

pr-Mtion.

the FY 1986 appropriation for the National Institutes of Health is

$5.5 billion. Of that amount, $236.2 million, or 4.3 percent of the

total, will be sequestered to help meet deficit reduction goals

required by the GraamnahanrHollings Act. The NIA share of the

sequestered amount, $6.7 million will rzn.c NIA funding from its FY

1986 appropriated level of $156.5 million to $149.8 million.

the Gramsrkxan-Hollings Act requires that all Federal discretionary

non-defense funds be reduced by 4.3 percent. Funds at the National

Institutes of Health have, therefore, been sequestered equally across

all the NIH institutes, as well as at the NIH aggregrate sedhanisn

level. NIA extrarmral research programs, intr=m=rdl research, and the

researdh management and support activities have all been reduce 4.3

percent. At NIA, suport for udch Institute priorities as Alzheimer

disease aid molecular genetics will be maintained at the highest

level possible by reducing furdIng in other lower priority areas. I
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have included a table at the erd of my statement itidc outlines how

the sequestration will affect specific line item in the FY 1986 NIA

Funds available after sequestration will permit the support of 303

Knccxpeting researth project grants at a level of $57.5 million

coapared to $60.1 million within the FY 1986 apropriation. A total

of 193 rew and apeting renewal researxh project grants at $29.8

million will be furded after sequestration, caipared to 193 grants at

$31.1 million within the appropriation. N Pnupeting research

project grants will be negotiated down 4.3 percent, wdile cmxpeting

researdh project grants will be negotiated down 7.8 percent. Any

grant awarded prior to seqpestration will not be amended during FY

1986 in order that researdh already begun will not be disrupted.

Twelve research centers, including ten Alzhelmer Disease Researdh

Centers (AMCs), will be supported at a level of $9.9 million

coapared to $10.4 million within the apprtpriation. The goal of the

ADCo is to bring together clinical and basic science investigators

to enhanoe the effectiveness of Alzheirmr disease research and

ultimately health care delivery. When fully developed, the centers

will also train postdoctoral fellows and health professionals to

conduct research on Alzheimer disease and its management; develop a

model demstration facility for trainirg, education and treatmnt;

and quickly transfer advance in the field of Alzheimer disease

research into isproved care for the Alzheimer patient.
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Other researdh will be supported at a level of $5.9 million c red

to $6.2 million within the 1986 aprcpriation. 5he reduction of

$267,000 Will be a*dieved by fundirn 70 rather than 71 researdh

care awards, 11 rather than 14 grants in other researci, and 5

rather than 6 sirority biamdical researdc suport awards.

After seqstation, MA will utilize the trainirg ftzds of $4.4

million to fully furx 195 rmpeting fall tim euivalent trainees.

A total of A total of 35 cteting traines will be suported at a

level of $822,000, compared with 45 trainees and $1.1 million uider

the FY 1986 apropriation. The NM has two major interrelated

approaches to education: (1) training of investigators to pursu the

enlarging research oportunities in the field of egirg aid (2)

preparinq faculties to teadc these topics to present and future

health professionals who will be servicirg the rapidly grnwirg

poplaticn over ae 65. Faculty aid investigators with special

preparation in geriatrics aid gerontology are in short supply aid

estimated to raige from five to twenty-five percent of the numer

required. The report of the Intyerg y Task Foroe an Trainig in

Geriatrics and Gerontology (1984) estimated 1,200 faculty and

investigators will be rdai by 1990. If czrrent traning programs

continue at existing levels, this goal will rxwt be mat.

After sequestration, NIA will suport an estimated 46 researdh aid

devalopmentt ontracts, izcluting the Qongressia-ally-sndated

Alzheimer disease registry, a variety of imprtant epidemiological

stdies, aid contrats sueportixn rsu materials (aging mics and
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rats, and genetically marked oelns, for example), at a level of $13.1

million. This cfmpares with 48 certracts and $13.7 million contained

within the appropriation.

Intramiral research will be supported at a level of $20.0 million,

compared with $20.9 million under the apprpriation. Intramural

research inclides sudh activities as the 20-year-old Baltimore

Ingituxdinal Study on Aging, the Laboratory of Nturo= ience, the

incipient Laboratory of Molecular Genetics, and intramural analysis

of epidesiological data gathered in large part through extramural

oLtracts. Pasearch management and support will be supported at a

level of $8.0 million compared with $8.4 million under the

appropriation. The reductions in both these activities will be

achieved by a reduction in staff through attrition: curtailment of

the summer hire przgram; reduced expenditures for equipment,

supplies, and information dissesination; and a reduction in the funds

available for staff travel.

We do not anticipate any further reductions under the

Granm-Ridman-Hollings Act in FY 1986. Should additional mandatory

budget reductions become rneessary in FY 1986, they could be handled

in several ways. Cbvious possibilities for the extrarural program

include reduction of the n mer of cccpeting awards furdsd in FY 1986

and further downward negotiations of average grant cos from full

reccumended levels. Additional reductioGs in the intramural research

program and research management and support would be addressed

through deeper cuts in expenditures for equipment and supplies;
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reucing or eliminating saw intrawural research projects; delayed

hlring of replacsments for ecployees whO resign or, in the case of

tcrrary employees, cniplete their tcus of duty; reduced staff

fellowships and medical staff fellcwship pOsiticms end, if

necessary, employee furlcughs.

This coclxIes my preped statesent, Mr. Chairman. I will be

pleased to answer any questions yau my have.

Attadhimnt A

NA&IOAL DIrSrI'IU Ai hf-l

Effect of Gra rn-Trtaf Sccuestration

ProorammActivitY

Peseazdh project
grants...........

Researdh centers...

Other research.....

Research trallirg..

R&D Contracts......

Intracual researdh

Research managemert
and su or......

Tot............

1986
Available

After
Aprzcriaticn Sequestration (-1 Seouesterin

$ 91,377,000

10,396,000

6,2ll,000

5,507,000

13,733,000

20,915,000

8.352Q

$156,491,000

-$3,929,000

-447,000

-267,000

-237,000

-591,000

-699, 000

-359.9000

-$6,729,000

$ 87,448,000

9,949,000

5,944,000

5,270,000

13,142,000

20,016,000

$149,762,000
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Chairman HEINZ. Our next witness is Bart Fleming of the
Health Care Financing Administration.

Mr. Fleming.

STATEMENT OF BARTLETr S. FLEMING, ACTING DEPUTY ADMIN-
ISTRATOR, HEALTH CARE FINANCING ADMINISTRATION, DE-
PARTMENT OF HEALTH AND HUMAN SERVICES, WASHINGTON,
DC
Mr. FLEMING. Thank you very much, Mr. Chairman.
For my introductory remarks, let me just deal with the 1 percent

reduction in Medicare benefits. I am sure you will have some ques-
tions on other aspects as well.

For 1986, the 1 percent reduction required by the Gramm-
Rudman-Hollings Act for Medicare benefits payment will reduce
Medicare payment obligations by a total of $370 million. That is
$300 million in 1986, and $70 million in 1987, due to the lag in bill-
ing and payments.

Payments to hospitals and other providers under part A of the
program will decrease by $280 million. Payments for physicians
and other supplemental medical services under part B will be re-
duced by about $90 million.

Our fiscal intermediaries and carriers will compute the payment
levels under the rules that prevail at that time and reduce them by
1 percent. Currently, both hospital payment rates and physician
fees are frozen until March 14, at the fiscal year 1985 level. Conse-
quently, when the Gramm-Rudman-Hollings legislation becomes ef-
fective on March 1, payment rates will be 1 percent below the
fiscal year 1985 level, in the absence of any other legislation. Be-
ginning March 15, our September 3, 1985, Prospective Payment
System regulations will apply to hospital payments. Since these
regulations also provide for a freeze, hospital payment rates will
continue to be 1 percent below the 1985 level, that is, unless Con-
gress takes action to modify them.

There would be no change in total hospital expenditures. Howev-
er, the distribution of payment among hospitals would change be-
cause the regulations include a new hospital wage index and move
to the third year of transition-that is, to the national rate sys-
tems-under PPS.

For physician payments beginning March 15, that is, in the ab-
sence of legislation, Medicare customary and prevailing charges
would be updated and increased by the Medicare Economic Index
of 3.1 percent. After applying that 1 percent Gramm-Rudman-Hol-
lings reduction, the maximum allowed charge for physicians would
increase just over 2 percent.

Most of the impact under Gramm-Rudman-Hollings reductions in
Medicare benefits payments will fall on the providers. Lower hospi-
tal payments will be absorbed entirely by the hospital industry.
Similarly, skilled nursing facilities, home health agencies, and
other providers must incorporate these reductions into their oper-
ating budgets.

However, we do not believe that this level of payment reduction
is of a magnitude to adversely affect the quality of services directed
to our Medicare beneficiaries.
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PRO's will continue to review in-patient hospital care to assure
that admissions are necessary and appropriate, and that services
meet high-quality standards. For physician claims paid on an as-
signed basis, which is currently over two-thirds of all of our claims,
and for other part B services, the 1 percent reduction will affect
only the physician or the supplier. The participating physician or
supplier is prohibited from passing on additional charges to the
beneficiary. Only on unassigned claims where the beneficiary is
paid directly and then pays the provider would the effect of the re-
duction fall on that beneficiary. The reductions will have no effect
on the amount of beneficiary copayments and deductible. These
payments will continue to be calculated using the current rule.

Mr. Chairman, I will conclude right there, and I would be happy
to answer questions.

Chairman HEINZ. Mr. Fleming, thank you very much.
[The prepared statement of Mr. Fleming follows:]
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STAlfer r

BAmtre S. FLIGC

AGOG DEPUTIY AZYIINISf?7VR

MULM CARE FPl4 AlflSrRATal

I appreciate this opportunity to discuss with you today the inpact of the

Balanced Budget and Erlergency Deficit Control Act, P.L. 99-177, better knon

as the Gran-RudnTkn-Hollings Act. This legislation provides clear direction

toward reducing the Federal deficit each year beginning in FY 1986 so that

by F? Y1991 the national budget will be balanced. In order to achieve this

goal, the Act inposes new duties on the President, Congress, and a variety

of executive and legislative agencies. I would like to briefly describe the

effects of the GranRr-dmcn-Hollings provisions as they pertain to the

Medicare program and to describe their potential impact on M-edicare

beneficiaries, providers, physicians and the administrative creponents of

HCFA.

The GMI statute prescribes specific rules governing any reductions in the

Medicare program. 'these rules specifically prescribe how reductions will be

made and limit the effect of the reductions. Whenever sequestration occurs,

each final benefit payment arount will be readucd by a specified percentage

point - up to one percent on IFY 1986 and up to two percent in each of the

following fiscal years. HCFA expenditures for other than Medicaid or

Medicare benefit payments are not protected by any special procedure or

lizritations in reductions dad are subeect to the sane percentage reduction

as other programs. Medicaid expenditures are cxempted fran any reduction

under Granr-ERud:Tan-Holllinns.

IMPACT raI Me--lCAR12 Ik'VITTF PACSTIMl

For FY 1986 the one percent ind~uction in Medicare bcnefit payrents will

reduce Medicare pavnimnt obligations by a total of $370 million; S300 lion
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of which will actually accrue in 1986 and $70 million of which will accrue

in 1987 due to a lag in billing and payments. PayrLnts to hospitals and

other providers under part A of the program will decrease by $280 million

and payments for physicians and other supplemental nedical services under

part B will be reduced by about $90 million. Our fiscal intermdiaries and

carriers will coTpute the payment levels under the rules that prevail at the

time and reduce thar. by one percent.

Currently, both hospital payment rates and physician fees are frozen until

March 15 at the FY 1985 level. Consequentlv, when the GMi legislation

becorges effective on March 1, paynent rates will be one percent below the FY

1985 level, in the absence of any other legislation.

Beginning March 15, our Septeeber 3, 1985 prospective payment system (PPS)

regulations will apply to hospital payments. Since these regulations also

provide for a freeze, hospital payment rates would continue to be one

percent below the FY 1985 level, unless Congress takes action to modify

them. There would be no change in total hospital expenditures. However,

the distribution of payments among hospitals would change because the

regulations include a new hospital wage index and move to the third year of

the transition to national rates, among other changes.

For physician payments beginning March 15, in the absence of legislation,

Medicare customary and prevailing charges would be updated and increased by

the Medicare Economic Index of 3.1 percent. After applying the one percent

GRi reduction, the maximui allowed charge for physicians would increase

over 2 percent.

-2-
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fMbst of the impact of the GMH reductions in redicare benefit payments will

fall on providers. Lower hospital payments will be absorbed entirely by the

hospital industry. Similarly, skilled nursing facilities, home health

agencies, and other providers must incorporate these reductions into their

operating budgets. However, we do not believe that this level of paytmnt

reduction is of a eagnitude to adversely affect the quality of services

delivered to Medicare beneficiaries. PRDs will continue to review inpatient

hospital care to assure that admissions are necessary and appropriate and

that services neet high quality standards.

For physician claims paid on an assigned basis, which is currently over

two-thirds of all claims, and for other part B services, the one percent

reduction will affect only the physician or supplier. The physician or

supplier is prohibited frtn passing on additional charges to the

beneficiary. Only on unassigned claims where the beneficiary is paid

directly and then pays the provider would the effect of the reduction fall

on the beneficiary. The reductions will have no effect on the amount of

beneficiary copaymrents and deductible. Thvese payments will continue to be

calculated using current rules.

IMPACr ON PRCGM MAGDW.W COSTS

As I mentioned earlier, HCFz's expenditures for program monagepent

are not protected by any special procedures and are subject to the full 4.3

percent reduction in FY 1986. However, we believe we have made prudent

management decisions, establishing priorities and targeting carefully where

to make reductions so that we will, be able to efficiently acomplish our

-3-
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tasks.

Contractor Funding

Ihe greatest impact of the GRF reductions in HCFA program management is an

the Mhdicare contractor budget which will be reduced by $41.4 million. T1his

reduction will impact contractor operations primarily in the areas of claims

processing, payment safeguards, and productivity investments.

For exanple, a reduction in funds for claims processing will result in an

increase in processing time for both part A and part B claims, although all

claims will continue to be reviewed with the sane technical accuracy. We

believe this reflects a sound management decision and is asnsistent with the

Prompt Payment Act which requires payment to be made no earlier than 30

days. During a longer payment cycle, additional interest will accrue to the

trust funds. This is also consistent with omenm business which generally

requires payment on a 30 day cycle.

Under the category of payment safeguards, contractors will have to target

where best to perform audits in order to maximize our return. Other less

crucial audits will be deferred. Of course we will, in any event, continue

to perform desk audits which will imprvve our audit targeting and resolve

significant problems without delay. W must continue to audit all PPS

hospitals which is necessary for complete implementation of the system.

Finally, we will initiate new ways, other than the extremely costly

individual mailings, to inform beneficiaries as to how and where to obtain

-4-
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information on the participating physician program. We are providing the

information to senior citizen groups, Social Security District Offices as

well as other beneficiary interest groups.

Let me briefly summarize the Granmn-RTanan-Hollings impact on other areas nf

program manageTent and administration.

Peer Review Organizations

PRO review will continue as contracted through the first contract period

affecting FY 1985-86. We believe that the reduction of $16.8 million can be

accanimdated without reducing the level of review conducted by each PR).

The impact is limited to reducing the anxunt of funds available to neet new

situations as they arise during the contract period.

Adpinistrative Costs

Despite the sequestration of $9.2 nillion in funds for administrative Costs,

w~e will be able to fill required personnel positions. However, we will

eliminate selected managaeent support contracts and will reduce funding for

other activities such as travel and training by about 25 percent.

In addition, we will target which publications are mst important for

updating and issuing so that our providers, contractors, and the beneficiary

cammnity is kept infored of the policies and procedures affecting the

?Wdicare and Medicaid programs. Publication of less important issuances

will be deferred.

-5-
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State Survey and Certification

A reduction of $2.2 million in the Medicare State certification program will

have minimal impact. The reduction will be accomuodated through a

conbination of progrwn efficiencies together with slight reductions in the

number of surveys of facilities that have historically shown fewer

deficiency problems. These include hone health agencies, end-stage renal

disease facilities and laboratories.

Research and Demnnstrations

For research and demonstrations, the $1.3 million cm reduction will result

in the cancellation of plans for sorT awards to study benefit coverage

issues and the efficacy of preventive services and patient aiucation

efforts.

End Stage Fenal Disease Cordinating ~COncils

For End Stage Renal Disease Network Coordinating Councils, $208,000 would be

sequestered. This will have minimal inpact and can be accomplished by

reducing funds for activities such as travel and printing.

CCN=SICN

We believe that we will be able to aconrplish the Health Care Financing

Administration's mission under the Granr-Rudnan-Hollings reductions for FY

1986 witirut a serious disruption of our ongoing operations. Further, we

-6-
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believe that the up to one percent reduction in benefit payments will not

impose significant hardships on our beneficiaries or on the providers who

furnish their health care services. We will continue our efforts to control

the costs of health care in this nation, not only by complying with the

Balanced Budget Act, but also in implempnting the reforms necessary to make

such lecislation unnecessary in future years.

-7-
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Chairman HEINZ. Mr. Sabatini, representing the Social Security
Administration.

STATEMENT OF NELSON J. SARATINI, ACTING DEPUTY COMMIS-
SIONER FOR MANAGEMENT AND ASSESSMENT, SOCIAL SECU-
RITY ADMINISTRATION, BALTIMORE, MD
Mr. SABATINI. Mr. Chairman, while the benefits in the largest

SSA programs are exempt from sequestering, the Gramm-Rudman-
Hollings legislation will nonetheless have an effect on overall
agency operations.

We do expect, however, to be able to make the required reduc-
tions while maintining the quality of our service to the public.

As you know, there is a total exemption from the automatic re-
duction process for Social Security, Old Age, Survivors and Disabil-
ity benefits, and for Supplemental Security Income benefits. Also
exempted is the administrative budget for the State agencies that
assist in administering disability insurance and SSI disability bene-
fits.

However, Federal administrative expenses for all SSA programs
are subject to sequestration.

A 4.3-percent reduction in administrative resources for the Old-
Age, Survivors and Disability Insurance and SSI programs
amounts to a $144.4 million reduction, from $4.22 billion down to
$4.08 billion.

And SSA is required to take a uniform 4.3-percent reduction in
each program, project and activity. For our largest administrative
budget, the legislation requires 4.3 percent reductions in three cate-
gories-the contingency reserve, the automatic data processing and
telecommunications budget, and the budget for other Federal ad-
ministrative expenses.

We expect to be able to meet this requirement without any re-
ductions in force, any furloughs of employees, or any diminution of
service in terms of processing times or waiting times in field offices
or in payment accuracy.

Thirty million dollars of the required reduction will be obtained
by maintaining full-time equivalent employment at the 1986 Presi-
dent's budget level; reducing overtime from 3,113 to 1,775 work-
years and reducing Stay-in-School and Summer Aide Programs by
approximately 50 percent for the remainder of fiscal year 1986.

In addition, reductions in the budgets for travel, training, equip-
ment, printing and supplies will save us approximately another
$30.7 million.

Black Lung benefits will be maintained at current levels: Al-
though automatic increases in Black Lung benefits are subject to
sequestering, no benefit increase is payable this year because such
increases are tied to Federal pay levels which were not increased.

Low-income home energy assistance grants to the States must be
reduced by $90.2 million in fiscal year 1986 from the appropriated
level of $2.1 billion. This reduction will be distributed according to
the allocation formula added to the Low-Income Home Energy As-
sistance Act by the Human Services Reauthorization Act of 1984.
Under this provision, 23 States are expected to experience no re-
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duction in energy assistance funds, while grants to the remaining
States will decrease by varying amounts.

Overall, none of the benefits for aged persons in fiscal year 1986
will be reduced by the Gramm-Rudman-Hollings law except possi-
bly some of those for the Low-Income Home Energy Assistance Pro-
gram. Although there will be a 4.3-percent reduction in most ad-
ministrative funds, we fully expect to be able to accomplish the re-
ductions without disruptions in services to the public. We also
expect that any adverse effect on SSA employees will be minimal.

By continuing to emphasize productivity gains through modern-
ization of the claims process and other management improvements,
we fully anticipate being able to maintain our high level of respon-
siveness to the public's needs.

With respect to fiscal year 1987, it is premature for me to specu-
late on how the Gramm-Rudman-Hollings legislation might affect
our budget. At this time, the President's budget has just been sub-
mitted, which would meet the Gramm-Rudman-Hollings targets.

That concludes my prepared remarks.
I would be pleased to answer any questions.
Chairman HEINZ. Mr. Sabatini, thank you very much.
[The prepared statement of Mr. Sabatini follows:]
PREPARED STATEMENT OF NELSON J. SABATINI, ACrING DEPUTY COMMISSIONER OF

SOCIAL SECURrrY

Mr. Chairman, I am here today to discuss the fiscal year 1986 effects of the Bal-
anced Budget and Emergency Deficit Control Act on Social Security Administration
programs that serve the elderly. Although benefits in the largest SSA-administered
programs are exempt from sequestering under the new law, the Gramm-Rudman-
Hollings legislation will nonetheless have an effect on overall agency operations in
the current year. We do expect, however, to be able to make the required reductions
while maintaining the quality of our service to the public. I would like to take the
next few moments to describe the areas in which we will take the reductions, the
amounts of the reductions, and the likely effects.

As you know, there is a total exemption from the automatic reduction process for
Social Security old-age, survivors, and disability benefits and for supplemental secu-
rity income benefits. Also exempted is the administrative budget for the State agen-
cies that assist in administering disability insurance and SSI disability benefits.
However, Federal administrative expenses for all SSA programs are subject to se-
questering. In addition, certain program expenditures for special benefits for dis-
abled coal miners and for low-income home energy assistance are subject to reduc-
tion. In general, the budgetary resources for SSA programs, projects and activities
that are subject to reduction must be reduced by 4.3 percent in fiscal year 1986.

OASnI AND SSI ADMINISMRATIVE EXPENSES

A 4.3 percent reduction in administrative resources for the old-age, survivors and
disability insurance and SSI programs amounts to a $144.4 million reduction, from
about $4.22 billion to $4.08 billion. Slightly less than one-fourth of this reduction
will be in &ST administrative resources. For purposes of the Gramm-Rudman-Hol-
lings legislation, the committees on appropriations define "program, project and ac-
tivity" for those accounts subject to sequestration, and SSA is required to take a
uniform 4.3 percent reduction in each program, project and activity. For our largest
administrative budget (the limitation on administrative expenses), the legislation re-
quires 4.3 percent reductions in three categories-the contingency reserve, the auto-
matic data processing and telecommunications budget, and other Federal adminis-
trative expenses. I will elaborate a bit on each of these three areas.

First, the $6.2 million reduction in the contingency reserve, which is available to
meet certain unanticipated workloads and unexpected State agency costs, is not
large enough to threatep program operations and service to the public. After the
reduction, $138.8 million remains to deal with contingencies. Since the traditional
contingency reserve has been $50 million, we think the size of the reserve remain-
ing is adequate for our needs. Second, for the automatic data processing and tele-
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communications budget we have "no-year authority" to carry over unobligated bal-
ances from one year to the next. Thus, we believe the $12.3 million reduction in the
automatic data processing and telecommunications budget will not impair the
progress of the systems modernization effort, since there are more than adequate
carryover funds available ($217 million) to finance the hardware, software, and
other services needed for the SMP.

Finally, in the other Federal administrative expenses category we must take a re-
duction of $125.9 million. This reduction falls on Federal personnel costs and related
other objects of expenditure. However, we do not plan any reductions in force or
furloughs of employees. Thirty million dollars of the required reduction will be ob-
tained by maintaining full-time equivalent employment at the 1986 President's
Budget level. No diminution of service in terms of processing times, waiting times in
field offices, or payment accuracy is expected as a result. At the end of fiscal year
1985, SSA backlogs were at record lows and processing times were excellent. We
also will need to reduce overtime from 3,113 to 1,775 work-years and to reduce
SSA'a stay-in-school and summer aide programs by approximately 50 percent for
the remainder of fiscal year 1986 (a 724 work-year reduction). The overtime and
stay-in-school/summer aide reductions will produce $65.1 million of the required se-
quester. Should these reductions lead to rising backlogs or processing times, consid-
eration will he given to tapping the contingency reserve to increase work-years.

In addition to these personnel savings, which will total $95.1 million, reductions
in the budgets for travel. training, equipment, printing and supplies sufficient to
save another $30.7 million will enable SSA to meet its reduction target for the other
Federal administrative expenses category.

OTHER SSA PROGRAMS

Turning to other smaller SSA programs that serve the elderly, I would like to ex-
plain how special benefits for disabled coal miners and low-income home energy as-
sistance will be affected by the sequester order for fiscal year 1986. Under Gramm-
Rudman-Hollings rules, automatic increases in black lung benefits are subject to se-
questering, while basic benefits are not. However, no benefit increase would have
been payable this year in any case because such increases are tied to federal pay
raises, and none is payable this year. Thus basic benefits will be maintained at cur-
rent levels. SSA's administrative costs for the black lung program will be reduced
by $280,000, without reductions in force or furloughs, but rather by improving pro-
ductivity, reducing overtime, reducing temporary employment, and through lower-
than-expected salary costs.

Low-income home energy assistance grants to the States must be reduced by $90.2
million in fiscal year 1986 from the appropriated level of $2.1 billion. This reduction
will be treated as a reduction in the appropriation, and the remaining funds will be
distributed according to the allocation formula added to the Low-income Home
Energy Assistance Act by the Human Services Reauthorization Act of 1984. This
formula contains a hold-harmless provision which establishes a floor under States'
funding. Because of this provision, 23 States are not expected to experience a reduc-
tion in energy assistance funds, while grants to the remaining States will decrease
by amounts ranging from 4.3 percent to 11.7 percent. Federal administrative costs
for the program are subject to sequestering as well; the $96,000 reduction will be
achieved through diminished spending for contracts and interagency agreements.

Overall then, none of the benefits for aged persons in fiscal year 1986 will be re-
duced by the Gramin-Rudman-Hollings law except possibly some of those for the
low-income home energy assistance program. Although there will be 4.3 percent re-
ductions in most administrative funds, SSA expects to be able to accomplish the re-
ductions without disruptions in service to the public or significant changes in proc-
essing times, waiting times, payment accuracy and the like. We also expect any ad-
verse effects on SSA employees to be minimal. We will have to reduce overtime and
summer employment, but there will be no reductions in force or furloughs. To some
extent, the administrative savings we are required to achieve under the Gramm-
Rudman-Hollings law were already in the works as part of the agency's own inter-
nal efforts to improve efficiency and streamline operations. By continuing to empha-
size productivity gains through modernization of the claims process and other man-
agement improvements, we hope to maintain our high level of responsiveness to the
public's needs, even when the amount of resources available to us to support pro-
gram administration declines as part of government-wide efforts to reduce the defi-
cit.

With respect to fiscal year 1987, it is premature for me to speculate on how the
Gramm-Rudman-Hollings legislation might affect SSA's budget. At this time, the
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President's budget has just been submitted, which would meet the Gramm-Rudman-
Hollings target.

Mr. Chairman, this concludes my prepared remarks. I am prepared to respond to
any questions you or other members of the committee may have.

Chairman HEINZ. Dr. Mather, of the Veterans' Administration.

STATEMENT OF DR. JOHN H. MATHER, ASSISTANT CHIEF MEDI-
CAL DIRECTOR FOR GERIATRIC AND EXTENDED CARE, VETER-
ANS' ADMINISTRATION, WASHINGTON, DC
Dr. MATHER. Mr. Chairman, as a point of departure, I believe it

is important to highlight the breadth of VA programs which affect
older veterans.

In general, the VA provides a broad spectrum of income mainte-
nance and health support programs. From the Department of Vet-
erans Benefits, compensation and pensions provide necessary
income support and are augmented by various other benefits, such
as VA mortgages, occupational programs, and adaptive housing
and automobile allowances.

In the Department of Medicine and Surgery, we are able to pro-
vide a comprehensive array of health care services to eligible veter-
ans, ranging from acute medical care to adult day health care. Con-
sistent with the Department's health care mission, we do not have
authority to provide a broad spectrum of health-related or social-
welfare services such as chore services or meal shopping and prepa-
ration.

Our patients rely on two sources for health-related or social-sup-
port services. First, certain veterans who receive VA service-con-
nected compensation or non-service-connected pension are eligible
for additional benefits based on a finding that they are permanent-
ly housebound or require aid and attendance.

The Veterans Compensation and Pension Programs were exempt-
ed from Gramm-Rudman-Hollings reductions.

The second source of assistance for the older veteran in need of
supportive services is the veteran's own community. The package
of community-based programs, funded through Federal. State,
local, and private agencies, is available to the frail elderly veteran
as a citizen.

In fiscal year 1986, within the VA's health care delivery system,
Gramm-Rudman-Hollings requires that $117,557,000 be withdrawn
from the medical care appropriation. The act limited the reduction
in fiscal year 1986 for direct medical care funding to 1 percent. It is
estimated that 1,306 FTEE will be lost due to this reduction in our
VA medical centers.

Other VA Medical and Health Programs were reduced by 4.3
percent, including medical, rehabilitation and health services re-
search and grants for construction of State veterans homes.

Mr. Chairman, the veterans in this country are as a group reach-
ing the age of 65 in greater numbers at an earlier point in time
than the rest of the population. Also, it is evident that with these
modest reductions in 1986 as a result of the "automatic deficit re-
duction," it is difficult to predict the direct effect on those veterans
who do seek medical and health care in the VA.
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There is existing capacity in our health care delivery system, al-
though not always geographically equally accessible to all veterans,
for those in need of acute care services.

The VA, as discussed earlier, relies on community-based pro-
grams for referral of veterans for personal care and other domestic
services. The availability of these programs impact on our ability
to maintain an effective discharge planning process for elderly vet-
erans. The alternative of prolonged institutionalization is inappro-
priate for the veteran and a less-than-prudent expenditure of medi-
cal care funds.

Mr. Chairman, I appreciate this opportunity to make this presen-
tation, and I will be pleased to respond to questions that you or
other members of the committee might wish to pose.

Chairman HEINZ. Dr. Mather, thank you very much.
[The prepared statement of Dr. Mather follows:]
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SrATEMETr OF

JOHN H. MWfHER, M. D.

ASSISTAN'r ChIEF MEDICAL DIRECrOR FOR GERIATRICS AND EXTENDED CARE

VETERANS AM1RNISTRATION

BEFORE THE

SPECLAL COMMITTEE ON AGIN3

U.S. SENATE

FEBRUARY 21, 1986

Chairman and Members ot the Ccmnittee:

Mr. Cnairman, I am Dr. John Mather, the Assistant Chief Medical Director

tor Geriatrics and Extended Care in the Veterans Administration's Central

Otfice within the Department of Medicine and Surgery. In this position I

an the principal advisor to the Chief Medical Director in all matters per-

taining to -evaluating all research, educational, and clinical health-care

prnxrams carriea out in the field of geriatrics."

I am pleased to have this opportunity to represent the Veterans Adminis-

traticn before this Senate Special Committee on Aging and to present

testimony concerning the effect of the automatic deficit reduction,

cxmmonly known as Grarm-Ruchan-Hollings, on programs tor the elderly.

As a point of departure, I believe it is important to highlight the

breadth At Veterans Adininstration programs which affect older veterans.

In general, the Veterans Administration provides a broad spectrum of

inoine maintenance and support programs. From the Department of Veterans
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Benetits, copenwsation an6 pensions provide necessary income support and

are augmented by various other benefits such as VA mortgages, occupational

proYrags, and aJaptive hcusing and automokbile allowances.

In the Departmuet of Medicine and Surgery, we are able to provide a con-

prehensive array of health care services to eligible veterans, ranging

tran acute medical care to adult day health care. Consistent with the

Department 's health care mission, we do not have authority to provide a

brodd spectrum ot health related or social weltar; vices such as chore

services or meal shopping and preparation.

Our patients rely on two sources for health related/social support services.

First, certain veterans who receive VA's service-connected compensation

or nmnservice-connected pension are eligible for additional benetits based

on a finding that they are permanently housexi-nod or require aid and atten-

dance. These payments reflect circumstances where an individual 's disabil-

ities necessitate additional assistance to pertcrm daily activities and to

purchase needed and desired services. The Veterans Canpensation and Pension

Programs were exemted from Grmwn-Ruflan-Hollings reductions.

The second source of assistance tor the older veteran in need ot supportive

services is the veteran's own comsunity. The package of canunity-based

programs, funded through Federal, state, local, and private agencies, is

available to the trail elderly veteran as a citizen.

In Fiscal Year 1986, within the VA's nealth care delivery system GraNs/

Rudman/iinllings requires Lhat 511i,557,00O be withdrawn tran the medical

-2-
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care appropriation. ehe act limited the reduction in Fiscal Year 86 for

direct medical care funding to one percent. It is estimated that 1306 FTE

will be lost due to this reduction in our VA medical centers.

Other VA health related programs were reduced by 4.3 percent including

meoical, rehabilitation and health services research ($8.1 million);

Canteen service ($8.1 million); and Grants for construction of State

veterans hNmes ($0.9 million). Mr. Chairman, I should note that the

1987 budget request includes increased funding of $2.7 million for

the State Home Per Diem program and $21.6 million for Grants for Con-

struction of State E±ltended Care Facilities.

Mr. Chairman, the veterans in this country are as a group reaching the age

of 65 in greater numbers at an earlier point in time than the rest of the

population. Also, it is evident that with these modest reductions in 1986

as a result of 'automatic deficit reduction' it is difficult to predict

the direct effect on those veterans who do seek medical and health care in

the VA. There is existing capacity in our health care delivery system,

although not always geographically equally accessible for all veterans, for

those in need of acute care services.

The VA, as discussed earlier, relies on community based programs for

referral of veterans for personal care and other domestic services. The

availability of these programs impact on our ability to maintain an effec-

tive discharge planning process tor elderly veterans. The alternative of

prolonged institutionalization is inappropriate for the veteran and a less

than prudent expenditure of medical care funds.

Mr. Chairman, I appreciate this opportunity to make this presentation and I

will be pleasei to respond to questions that you or other members of the

committee might wish to pose.
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Chairman HEINZ. Mr. Mike Suzuki, of the Administration on
Aging.

STATEMENT OF MICHIO SUZUKI, ASSOCIATE COMMISSIONER
FOR STATE AND TRIBAL PROGRAMS, ADMINISTRATION ON
AGING, DEPARTMENT OF HEALTH AND HUMAN SERVICES,
WASHINGTON, DC
Mr. SuzuKi. Thank you, Mr. Chairman and members of the com-

mittee.
I am prepared this morning to testify on the impact of Gramm-

Rudman-Hollings on the Older American Act programs adminis-
tered by the Administration on Aging. Namely, there are title III
grants for State and community programs on aging which support
supportive services and senior centers; congregate nutrition serv-
ices, and home-delivered nutrition services; title IV is for training,
research and demonstration in the field of aging, and title VI of
the Older Americans Act, provides grants to Indian tribes for serv-
ices.

The Administration on Aging will receive a 4.3-percent reduction
in the 1986 appropriation as a result of sequestering. We believe
that this relatively small reduction with careful management
should result in minimal reductions in the level of services under
our program. Management initiatives which we have launched
over the last several years, and which virtually all States have
been implementing, will offset to a great degree the reductions.

The 4.3-percent reduction in title III allotments for Congregate
and Home-Delivered Nutrition Programs will result in an average
of up to four meals per-day reduction at each of our nutrition sites
throughout the country. The reduction of 4.3-percent has been mod-
erated by improvements in meal productivity, through manage-
ment efficiencies, and through the contributions of the participants
in the meal programs. In 1985, the senior citizens contributed over
$120 million toward the cost of the meals. This amount has been
rising at about 5 percent a year and will offset some of the reduc-
tion. It is also our understanding that the Department of Agricul-
ture subsidy that accompanies our funding is raised during fiscal
year 1986 to $125 million, $5 million above the $120 million in
1985. Thus the 53-cent per-meal subsidy from USDA will continue
through the year. So those three forces, I think, will minimize the
impact of the 4.3-percent reduction on the meal program.

In the supportive services and the Senior Center Program (title
III-B), the appropriation is $265 million; the 4.3 percent reduction
equates to $11.4 million. However, as you know, State and area
agencies on aging have considerable flexibility to determine the
priorities for their social service and Senior Center expenditures.

It is our expectation that there will be continued emphasis on
the maintenance of independent living by elders and that less criti-
cal services will be reduced at the State and area levels.

As far as title VI is concerned, grants to Indian tribes, the appro-
priation for fiscal year 1986 was $7.5 million. We fund a total of
124 federally-recognized Indian tribes, with grants ranging from
$43,000 to $90,000. The 4.3 percent reduction will amount to
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$322,000, which will mean an average reduction of slightly less
than $2,400 to each of our 135 grantees.

As far as title IV for research, demonstration and training is con-
cerned, we received an appropriation initially of $25 million. The
4.3 percent reduction will result in a reduction of $1,075,000. This
reduction will not substantially affect the research, demonstration
and training program of the Administration on Aging. With contin-
ued careful analysis of awards and more effective utilization of ex-
isting and previously conducted research and demonstration, we be-
lieve the quality of our efforts will be maintained.

I will be pleased to try to answer any questions the committee
may have.

Thank you, Mr. Chairman.
Chairman HEINZ. Mr. Suzuki, thank you very much.
[The prepared statement of Mr. Suzuki follows:]
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Prepared Statement of Michio Suzuki

Good morning, Mr. Chairman and Members of the Committee. I

am happy to have the opportunity to present testimony to the

Senate Special Committee on Aging for its hearing on the

'Impact of Gramm-Rudman-Hollings on the Elderly". I am

prepared to testify on the Older Americans Act programs

administered by the Administration on Aging.

The Congressionally-initiated Gramm-Rudman-Hollings

legislation stipulates that budget deficits must be

decreased annually and provides an automatic mechanism to

ensure that we achieve a balanced budget by FY 1991. If the

law is to accomplish its intended purpose, deficit

reductions must mean spending reductions. The process calls

for spending reductions across nearly all facets of the

federal government. The difficulty of making and sustaining

these reductions will be shared by many both inside and

outside of government. But the economic benefits of both

these actions will be shared by all Americans.

The Administration on Aging will receive a 4.3 percent

reduction in funds in FY 1986 as a result of sequestering.

We believe that this is a relatively small reduction and

with careful management should result in minimal reductions

in levels of service. Management initiatives which we have

launched over the last several years, and which virtually
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all States are now successfully implementing, will offset

the impact of these reductions to a great degree.

The 4.3 percent reduction in Title III allotments for

Congregate and Home-Delivered Nutrition Services in FY 1986

may result in an average reduction of up to 4 meals per

nutrition site per day. This impact can be lessened,

however, as a result of the following factors:

o States continue to make improvements in meal

productivity through the use of more effective

management techniques such as bulk purchasing,

performance based contracting, and joint contracting by

multiple service providers. Our projected improvement

in productivity is 6 percent which, given the

improvements made in the past, is a conservative

estimate.

o States continue to report an increase in the amount of

contributions made by participants in meal programs.

In FY 1985, a total of $121 million in participant

contributions was used to support Title III meals. We

have targeted a 5 percent increase in the amount of

contributions for FY 1986, and, given past experience

- 2 -
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in this initiative, can reasonably expect to make it.

These additional funds, too, will help offset the

estimated reductions in meals served.

o USDA anticipates that amounts available for

reimbursement for meals under Title III will be at the

FY 1986 authorized level of $125 million, a slight

increase over the $120 million available in fiscal year

1985. This means that USDA should be able to maintain

the 1985 reimbursement rate of 530 per meal.

Given these factors and the experience reported by the

States over the past several years, we can reasonably expect

that meal reductions will be minimized in the remainder of

1986.

The appropriated level for FY 1986 for Title III-B

Supportive Services is $265 million. There will be a 4.3

percent overall reduction in Title III-B funds, a decrease

of $11.4 million. However, as you know, State and Area

Agencies on Aging have considerable flexibility to determine

priorities for service expenditures. It is our expectation

that services essential to the maintenance of independent

living will continue to receive a high priority and that

other less critical services will be reduced.

- 3 -
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The appropriation level for Title VI grant to indian tribes

in FY 1986 is $7.5 million. A total of 124 organizations of

Federally-recognized tribes are currently funded with grants

ranging from a low of about $43,000 to a high of $90,000.

As a result of amendments to the Act in 1984, additional

tribal organizations representing smaller numbers of older

Indians are eligible for funding and are presently preparing

applications. The Act requires funding of any application

which meets the requirements of the Act and regulations, and

we expect that an additional number of grants will have to

be awarded this fiscal year. The best estimate is that this

added number will be approximately 10-15 new grants. A 4.3

percent decrease in Title VI funding would translate into a

decrease of $322,000 that would have to be prorated among

about 135 grantees. The average decrease in each grant will

be slightly less than $2,400.

The Administration on Aging's Title IV research,

demonstration, and training programs received appropriations

of $25 million for FY 1986. A 4.3 percent reduction would

amount to $1,075,000. This reduction in funding would

result in fewer awards by AoA but would not substantially

affect the AoA research, demonstration and training

program. With continued careful analysis of awards and more

effective utilization of existing and previously

- 4 -
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conducted research and demonstration findings, the quality

of selected research, demonstrations, and training will

continue.

It is of utmost importance that the large national deficit

be reduced. To reach that goal will require the efforts,

sacrifice, and support of all of us. Rest assured, however,

that the Administration on Aging is doing everything

possible to minimize the potential reduction in meals or

supportive services funded under the Older Americans Act.

Every effort will be made to minimize service level

reduction through management improvements and cost

efficiencies in 1986. Our concern is that program economies

represent real savings while maintaining the current levels

of service to the extent possible. In 1987, the

Administration's budget proposal is to return Aging service

programs to the 1985 levels.

we remain deeply committed to working with States and Area

Agencies to build local systems which are responsive to the

needs of older persons, particularly the most vulnerable.

The Administration on Aging has rededicated itself to do all

we can to support States and Area Agencies as we work

together on behalf of older Americans.

Mr. Chairman, I appreciate the opportunity to make this

presentation to the Committee, and I will be happy to answer

any questions which you or the members may have.

60-336 0 - 86 - 3
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Chairman HEINZ. Let me just announce to my colleagues that
our committee, of course, follows the "early bird rule", and the
Chair will call on Senators Bingaman, Chiles, Wilson and Burdick
in that order.

Let me begin, Mr. Suzuki, with you. Regarding the Older Ameri-
cans Act, you indicate that some four meals per day less will be
served at each Center. It is my understanding that there are 671
area agencies on aging, they contract with many Centers, and that
if my information is correct, you are talking about $18 million out
of congregate and home-delivered meals. That amounts to about 4.1
million meals overall.

First, how many actual Centers are there that are delivering
these meals?

Mr. SUZUKI. We refer to them as "sites".
Chairman HEINZ. Sites.
Mr. SUZUKI. We have over 14,000 sites which deliver home-deliv-

ered and congregate meals.
Chairman HEINZ. So that there will be some 56,000 people who

will not be served meals on a daily basis; is that right?
Mr. SUZUKI. Again, there are different levels of participation. We

serve 225 million meals a year, and the Gramm-Rudman-Hollings
reduction will amount to roughly 10 million meals spread out over
14,000 sites, which then results in less than four meals per day.

Chairman HEINZ. Right. And I am just multiplying the number
of meals per site times the number of sites, and I get the number of
56,000 people. I assume that we are still serving basically one meal
per person per day.

Mr. SUZUKI. Yes.
Chairman HEINZ. Is it not true, therefore, that there will be

some 56,000 people who will not receive meals, based on your own
number, which is four meals per day times 14,000 sites?

Mr. SUZUKI. Yes. But our history for the last several years indi-
cates that we are increasing our productivity at 6 percent per year,
and program contributions from the senior citizens who go to our
sites increase about 5 percent per year.

Chairman HEINZ. The senior citizen population is increasing
every bit that fast, too.

Mr. SUZUKI. And what we are projecting is that in past years, we
have been increasing the number of meals, and with the same
funding level this year, with the 4.3 percent cut, we believe the in-
creased productivity and the additional contributions that have
been coming in will at least get us to the 1985 level without cutting
out a significant number of people.

Chairman HEINZ. I have a question now for Mr. Knapp. Mr.
Knapp, you indicated that the only difference in the HUD budget
as it affected senior citizens would be that you would not increase
at the same rate of service that you have in the past. You said we
are not going to serve a smaller number of people; the amount of
service is not going to be less; we are just not going to grow as
quickly.

One of the cuts under Gramm-Rudman-Hollings would be some
loss of $60 million in modernization and rehab and maintenance to
the tune of $52 million.



63

Is that going to cause any decay of housing stock, or is that
money being wasted right now?

Mr. KNAPP. No, it is not being wasted, Mr. Chairman. In the
public housing modernization, as you know, there is a quite exten-
sive pipeline of modernization dollars previously authorized and
not yet expended. There is proposed a full maintenance of emer-
gency modernization at the levels that we would forecast, based
upon the utilization of emergency modernization in prior years.

In public housing operating subsidies, I think that we expect to
meet the full PFS demand. And the budget proposals for years
going out continue to maintain the public housing operating subsi-
dy level at certainly a higher level than anything that would con-
ceivably come out of any repetitive automatic across-the-board cut
scenario.

Chairman HEINZ. Correct me if I am wrong. What I gather you
are saying is you think you can defer maintenance and moderniza-
tion to this extent per year, but as a policy, were it carried out
year-in, year-out, it would be a very counterproductive policy; is
that right?

Mr. KNAPP. I think that that is correct. And we do not propose to
limit modernization to emergency mod, going beyond, I think, 1986
and 1987.

Chairman HEINZ. Nationwide, there is a wait for public housing
units that averages 29 months, I am told, with some 200,000 people
in New York alone waiting for public housing.

Will these cuts make that situation worse? Will the average
length increase?

Mr. KNAPP. The length may increase in waiting lists for public
housing. Obviously, the addition through other programs such as
vouchers, which do provide housing at a much faster rate, get
people into units at a much faster rate than the new construction
programs, adding 50,000 additional households which are being
served by the programs in general which serve the same populace
including the public housing populace in terms of income eligibil-
ity, we think to be the better way of easing that demand.

Chairman HEINZ. In view of Gramm-Rudman and HUD's other
proposed cuts, how will the 50,000 vouchers that HUD plans to pro-
vide each year possibly meet the housing needs of elderly, handi-
capped and low-income applicants?

Mr. KNAPP. The voucher program, like the "Finders, Keepers"
Section 8 existing program, has been a successful program, we be-
lieve, from the perspective of the elderly. There is very high elderly
participation in that program, historically. Thirty to forty percent
of the participants are elderly. The units-that are sought by the el-
derly are among those that are most easily found with certificates.
As you know, those programs permit people to stay in place and be
served with affordability assistance, and that is a choice that his-
torically has been made to a large extent by elderly participants in
those programs.

In that respect, we believe that those programs do serve the el-
derly quite well.

Chairman HEINZ. Dr. Mather, at the Veterans Administration,
you have indicated that there are going to be some substantial cuts
in personnel. My question is, given the fact that many of us in our
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States already receive complaints both from patients, from their
loved ones, and even from VA staff members, that there are not
enough staff at many VA facilities, particularly long-term care fa-
cilities, how many and what type of personnel who provide medical
care to older veterans are going to be cut under the Gramm-
Rudman fiscal year 1986 budget cuts?

Dr. MATHER. Mr. Chairman, as I indicated, the reductions in
fiscal year 1986 will be about 1,306 FTEE, which will be spread
around 172 VA Medical Centers and over 200 outpatient clinics. So
I think if you were to do the arithmetic, you would see that the
impact is something in the region of three to four personnel per
VA Medical Center and the outpatient clinics. We expect that
through attrition and so forth, those can be accommodated.

Chairman HEINZ. Now, those are all going to be in the direct pro-
vision of health care-those will be nurses, doctors, orderlies. Those
are going to be people who are actually helping maintain and care
for older veterans?

Dr. MATHER. Mr. Chairman, it spreads beyond health care pro-
viders.

Chairman HEINZ. Well, my question was those who provide
health care. I understand your original number of 1,306, and that
is why I asked what I did.

Dr. MATHER. Mr. Chairman, our system is such that it is decen-
tralized so that the Director of a VA Medical Center has authority
to make decisions about where reductions in personnel take place.

Chairman HEINZ. Would you anticipate that most of the 1,300
would come out of providers, direct providers of health care?

Dr. MATHER. Mr. Chairman, I cannot answer that question di-
rectly. I suspect that, as is often the case in our system, attrition
and vacancies will take care of it, and that is as likely to be a sec-
retary as it is a physician.

Chairman HEINZ. What proportion of the people we are talking
about are direct providers, and what proportion are clerical sup-
port?

Dr. MATHER. Mr. Chairman, I would have to provide that for the
record to be completely accurate, but we are talking about some-
thing like a two-thirds/one-third split-two-thirds providers, one-
third support staff like janitors and secretaries and so forth.

Chairman HEINZ. All right. My time has expired.
Senator Bingaman.
Senator BINGAMAN. Thank you very much, Mr. Chairman.
Let me say my initial reaction is that we should get Secretary

Weinberger to a short course on "Agency Advocacy" for the rest of
the Federal Government. His concern about these cuts is substan-
tial, as he comes before the Armed Services Committee. I do not
detect much concern here this morning.

Chairman HEINZ. If the Senator will yield, it looks like he is
aging. [Laughter.]

Senator BINGAMAN. He may be aging; he is also quite effective in
advocating his budget.

Let me ask Mr. Knapp first, the proposal as I understand it, in
addition to the Gramm-Rudman cut, the Section 202 Program, you
are proposing to rescind funding for that in 1986 and terminate
that; is that right?
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Mr. KNAPP. That is correct, sir.
Senator BINGAMAN. In your view, that would not have an ad-

verse effect, or the voucher proposal solves that problem?
Mr. KNAPP. It has an effect, just as any budget reductions have

an effect. But as a way of meeting the targets that we are commit-
ted to meet, we believe that that transfer from directly subsidizing
new construction toward direct tenant-based subsidy is a far more
efficient and effective means of permitting us to serve more people
than we otherwise would be able to.

Senator BINGAMAN. And your general basis as I understand what
you have said is that there is an increased availability of housing
for elderly.and handicapped at the present time, and the Federal
Government can get out of the business of constructing and go with
vouchers.

Do you have evidence that there is a surplus of this housing
available, or an increasing in housing availability in rural areas,
because there are a lot of parts of my State where I was visiting
this last week, where people expressed great concern about lack of
housing for elderly that could be afforded. Are they confused about
that?

Mr. KNAPP. I do not have local data at hand, Senator. National-
ly, the vacancy rates appear to have risen, and nationally, on a
unit-size basis, the vacancy rates for, let us say, zeros and one-bed-
room apartments appear to be the highest vacancy rates in terms
of unit size.

Senator BINGAMAN. And you do not have it broken down as to
between urban and rural areas?

Mr. KNAPP. I do not have that available, no, sir, but I can supply
that, if you wish. 1

Senator BINGAMAN. I think that would be useful in determining
whether it is appropriate to phase out entirely Government sup-
port-not phase out, but to terminate entirely-Government sup-
port for housing in rural areas, which is what is being proposed, as
I understand it.

Also, you are proposing to terminate Government support for
Indian housing. I would be interested in knowing if you have any
evidence that there is a surplus of housing available for Indians.
Again, I spent some time on the Navajo Reservation in my State,
which is the largest reservation in the country, this last week, and
it is not generally thought that there is an overabundance of hous-
ing available there.

Do you have statistics as to the availability of housing on Indian
reservations which would justify the termination of that program?

Mr. KNAPP. I do not have data with me regarding that. There is,
as there is in the Public Housing Program itself, I know, a pipeline
on authorized Indian housing. I will say with regard to Indians and
Indian reservations, we are in other ways attempting to expand the
kinds of housing available on Indian reservations through such
means, for instance, as trying to make the FHA insurance more
feasible on Indian reservations, in view of the different kinds of

I See appendix, p. 144.
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land tenure. That is something that has been going on at the same
time.

[Subsequent to the hearing the following data was submitted for
the record:]

A PROPOSED ANSWER RE INDIAN HOUSING NEEDS

The most recent Census data indicate a total need of 59,000 units in Indian areas.
The U.S. Census standard for housing need was based on overcrowding (1.01 or more
persons per room) and/or no complete plumbing for exclusive use. The Indian hous-
ing program, from the completion of the 1980 Census through Fiscal Year 1985, pro-
duced about 22,000 units. As of March 31, 1986, there are approximately 7,000 units
that have been reserved but not yet under construction under the Indian Housing
Program. In addition, there are 8,700 units under construction. These units have
made and will make substantial headway in meeting the housing need in Indian
areas.

Senator BINGAMAN. Well, now, am I wrong? I thought the Farm-
ers Home Administration Program for rural housing is being ter-
minated; is that right?

Mr. KNAPP. I believe that the Farmers Home Program for that is
proposed to be terminated, but certainly not the HUD programs.
And I think it is anticipated that the HUD housing programs will
take up a good deal of the slack from Farmers Home, and that
there will be a reallocation, in fact, of the mix between urban and
nonurban housing in our programs.

Senator BINGAMAN. So there is an increase proposed for the
HUD programs in this area; is that what you are saying?

Mr. KNAPP. There are allocation changes that are proposed as be-
tween urban and nonurban allocations of HUD program funds.

Senator BINGAMAN. But there is an increase that will make up
for the cut that is contemplated in Farmers Home?

Mr. KNAPP. Yes; that is correct.
Senator BINGAMAN. I would be interested in getting the figures

for that, if you could supply those?
Mr. KNAPP. I will furnish that; yes.
Senator BINGAMAN. Let me ask Mr. Suzuki, if I could, you indi-

cated that the cuts contemplated here on March 1, are not signifi-
cant. I gather from the people in my State who administer the pro-
gram there that they estimate-and I do not know, I think these
are probably fairly accurate figures-that there are over 1,000
people who now are served meals there in the State that will not
be served once the March 1 cuts take effect.

That is consistent with your general testimony, is it now?
Mr. SUZUKI. We really believe that the increasing ability to turn

out more meals per dollar that we have seen in the last several
years will not lead to an actual reduction, but what we will not be
doing is increasing the number of meals relative to the amount of
money that we have had. So that there will be some

Senator BINGAMAN. So you think that the four meals per-meal
site is not going to occur, the four-meal reduction?

Mr. SUZUKI. Yes. The cut of four meals, less than four meals,
would occur if there were no improvements of the kind that we
have had in the last several years. We believe the 6-percent produc-
tivity improvement that we have had for the last several years will
continue and make up the difference.
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What we will not have is the increasing ability to serve more
people that we have had for the last several years.

Senator BINGAMAN. You indicated you have $7.5 million that you
put into contracts with Indian tribes for them to have these pro-
grams. What is that figure proposed for next year?

Mr. SuzuKi. It is again $7.5 million.
Senator BINGAMAN. Just a flat figure?
Mr. SuzuKi. Yes.
Senator BINGAMAN. And what about the figure for the meals at

the various meal sites; does that stay even as well between 1986
and 1987?

Mr. SuzuKI. I am sorry?
Senator BINGAMAN. The funding for the congregate meals; that

stays the same between 1986 and 1987?
Mr. SuzuKI. Our proposal for 1987 is to restore our level of fund-

ing to 1985, pre-Gramm-Rudman-Hollings.
Senator BrNGAMAN. To restore it to 1985-that means an in-

crease?
Mr. SuzuxI. A slight increase above 1986; yes, I think that is the

direction we are moving in.
Senator BINGAMAN. And the same with home-delivered meals, it

would go back to the 1985 level?
Mr. SuzuKi. Yes.
Senator BINGAMAN. Mr. Fleming, let me ask you, if I could, you

refer on page 6 of your testimony to the subject of research and
demonstrations and indicate that "The cut will result in the cancel-
lation of plans for some awards to study benefit coverage issues,
the efficacy of preventive services, and patient education efforts."

I am wondering why you singled out preventive services and pa-
tient education efforts as low priority for purposes of this funding
cut?

Mr. FLEMINC. Senator, that is not to say that they are not impor-
tant-they clearly are. But as we looked at the options, we have
about $19 million for research that Congress has required us to do
on reimbursement methodology, plus we have reserved about $3
million to do additional studies on new projects for reimbursement
methodology as we move into capitation.

So it was simply a matter of choices in dealing with the Gramm-
Rudman-Hollings cuts.

Senator BINGAMAN. And your view was that those items were
lower priority than the others?

Mr. FLEMING. They are really not at the core of our mission.
They are not unimportant, and it is conceivable that if at some
time in the future we could pick those up again, we would like to
do so.

Chairman HEINZ. Senator Bingaman, there will be time for you
to return to your line of questioning.

Senator BINGAMAN. Surely. Is my time up? I did not see a note.
Chairman HEINZ. Well, the lights are the signal there, but they

are hard to see.
Senator BINGAMAN. Thank you, Mr. Chairman.
Chairman HEINZ. Senator Chiles.
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STATEMENT BY SENATOR LAWTON CHILES
Senator CHILES. Thank you, Mr. Chairman. I want to express my

appreciation to you for holding this hearing.
Since we are facing the first sequestration under Gramm-

Rudman on March 1, the hearing certainly comes at a most appro-
priate time.

I think it is important for members of our Aging Committee to
have a good grasp on what the impact of this sequestration is going
to be, and it is more important that we develop a hearing record in
order that other Members of the Senate may know the impact on
our Nation's elderly.

I would have preferred that we had gotten to this point without
the sequestration having taken place. If we had adopted the bipar-
tisan Gorton-Chiles budget plan last year, we would not have had
to face these across-the-board cuts, and I think we would be on the
path to a balanced budget in a fair way now-but we did not. And
now, we face cuts that no one likes.

So maybe if we look now at some of the results that we produce
by not taking action, we will be more inclined to promote a fair
and reasonable budget in the next few months.

I hope the administration will look at the same facts and figures
and be willing to come to the table to join with us in a settlement
that gets this job done.

I think it is very important for us to dispel some of the myths
that are springing up about the young being "soaked" in order to
exempt the elderly. That is simply nonsense. Whether you are 80
or 18 makes no difference when it comes to the deficit. Our deficits
today are the products of choices that we made when we said that
we can balance the budget while cutting taxes and raising costs in
certain roped-off parts of the budget. No one has got any business
framing the issue of the Federal budget in terms of the young
against the old.

Hopefully, if education is needed in this area, this hearing will
be a good move in that direction.

In my experience, Mr. Chairman, as you know, I come from a
State with 2.5 million older persons. No group has been more will-
ing to come to grips with our deficit problem than the elderly.
They saw a Depression and what it could do to the Nation, and
they have no desire to see their children, their grandchildren, and
even great-grandchildren have to go through that agony. I think
they have been more than willing to do their part. But they want
to know that everyone else is sharing the sacrifice and the pain
with them, and they know that we have not been fair in selecting
out certain groups of retirees to bear the burden. We have not been
just in allowing certain corporations and wealthy individuals to get
by without paying their fair share. It is not fair to allow unbridled
defense spending that enriches contractors without increasing our
military end-strength, and I hope that we in the Senate will rectify
these issues in the budget that we pass for next year.

I certainly tried with a number of others to reach that objective
last year, and I come to this year's deliberations with the same re-
solve. I think that it is not going to be easy, but it is a task that we
all have to join up to.
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Dr. Mather, as I understand it, the VA, after the Gramm-
Rudman sequester cut of 1,300 full-time equivalents in medical
care, is now proposing in the President's budget to cut an addition-
al 8,900 people in 1987. That will be a total reduction of 10,200 em-
ployees from the fiscal year 1986 appropriation level.

How can you cut this many employees from the current VA hos-
pital and nursing care programs in 1 year and not suffer major re-
ductions in quality of care?

Are you planning to reduce the quality of care, or are you plan-
ning on closing down some of the existing hospitals?

Dr. MATHER. Senator, I am not here to speak authoritatively on
the issue of the fiscal 1987 budget, but the President has put before
Congress a budget that will allow us to transition appropriately
into fiscal year 1987.

The reductions that you refer to reflect no intent at all to affect
quality; in fact, they are a reflection of some of the legislative
changes that have been proposed, such as a means test, third-party
reimbursement for private insurance, and the like.

Further than that there will be no closing of facilities, and there
will only be a modest change in the workload. So that as quality is
maintained the actual availability of the amount of services will
not be as great as it is in fiscal year 1986.

Senator CHILES. Do you think you can cut 10,200 employees in 1
year, while you are trying to phase in some other changes, and you
are not going to affect care?

Dr. MATHER. Senator, I do not have before me the fiscal year
1987 budget documents, but I think they reflect a careful look at
all the administration's concerns about reducing the deficit, and al-
lowing those provisions in Gramm-Rudman-Hollings in fiscal year
1987, as it were, not to kick in.

I think I can say fairly strongly that the administration's bal-
anced budget of fiscal year 1987 does reflect, with the reductions in
employment, the maintenance of quality, although there will
indeed be a certain reduction in those that can be served.

Senator CHILES. My time is up.
Chairman HEINZ. Senator Chiles, thank you very much.
Senator Wilson.

STATEMENT BY SENATOR PETE WILSON
Senator WIISON. Thank you very much, Mr. Chairman, and I

join in congratulating you and thanking you for convening this
very important hearing.

I assume that everybody in this room and a great many more
outside it know, but perhaps it bears repeating, that Gramm-
Rudman by no means compels us to accept an automatic cut. It
compels us to accept that cut only in the absence of a congressional
consensus to avoid it. And the entire reason for the legislation is
that there is nothing in the past half-century of the history of this
body, the other body, or a succession of national administrations, to
warrant any confidence on the part of the public that without this
sword of Damocles hanging over our head, that we will depart from
a tradition of not setting and keeping priorities, but instead persist
in spending for virtually everything.
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So I think this hearing is essential to assist those of us concerned
with the problems of the aging, and being armed with sufficient in-
formation so that Congress can do what it is supposed to do, but
has clearly defaulted from doing, and that is setting and keeping
priorities.

Having said that let me first express surprise and pleasure that
this is such a short-winded panel that being only a few minutes
late, I managed to miss the first half of it. I had expected that in
the traditions of the Senate, I would be able to arrive at a gentle-
manly pace and still be on time for most of the hearing.

Chairman HEINZ. Would the gentleman yield?
Senator WILSON. Yes, if it is on the chairman's time.
Chairman HEINZ. It is on the chairman's time. Under Gramm-

Rudman, all testimony is severely cut. [Laughter.]
Senator EVANS. By 4.6 percent?
Chairman HEINZ. At least.
Senator WILSON. If you had announced that earlier, there would

have been a landslide vote for it. [Laughter.]
But in any case, having missed Dr. Williams, let me apologize to

him and ask a question.
I am very much concerned with what the impact on research

into Alzheimer's disease will be from the projected automatic cuts.'
Dr. WILLIAMS. Yes, Senator Wilson. As I stated in our testimony,

we do make priorities, and Alzheimer's disease research is one of
our highest. We have tried to preserve that as much as possible.

Nevertheless, the Gramm-Rudman-Hollings cuts have been ap-
plied across all mechanisms-including the research centers mech-
anism-as a consequence, we will be delaying the progress in re-
search supported by our Alzheimer Disease Research Centers, in
several settings. Initiations of these activities have been carried
forward from earlier years because available funds were insuffi-
cient to start all approved projects.

One example is in the program in Boston, where Dr. Gusella,
who identified the gene area for Huntington's disease, will be
unable to begin a project approaching that problem in Alzheimer
disease, where there may well be some important payoff in identi-
fying some analogous genetic feature. Another example is at the
University of Southern California, where the planned expansion of
the number of autopsies on Alzheimer's disease victims will be de-
layed. A third example is a likely delay in the analysis of some of
our epidemiologic data on dementia.

So there are several areas where we clearly will not be able to
carry forward all of the research which has been planned and ap-
proved for award.

Senator WILSON. Thank you very much, Doctor. I think that that
work is correctly identified by your agency as a priority.

Mr. Fleming, what is the magnitude of Medicare savings possible
from imposing this third-party requirement-in other words, the
requirement that a private health insurance carrier be made pri-
marily responsible rather than secondarily responsible for the pay-
ment of health care costs?

'iSee appendix, p. 117, for more questions and answers on Alzheimen disease programs and
policies of the National Institute on Aging.
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Mr. FLEMING. I do not have the figures with me, Senator, but we
can supply it for the record. It is in the range of $200 million for
the working aged.

Senator WILSON. I would like to have those for the record, be-
cause whatever the amount, it seems to me that that really is an
equitable and overdue requirement, and I would hope that it could
bring some substantial relief.

[Subsequent to the hearing, the following was submitted for the
record:]

Under current law, Medicare is secondary payer only for workers aged 65-69 and
their spouses who have employer-based group coverage on the basis of their own or
their spouse's current employment. The Administration proposes to extend the sec-
ondary payer provision to workers and their spouses age 70 and over. If implement-
ed, this proposal would save the program $210 million in fiscal year 1987, and $235
million in fiscal year 1988.

The Administration also proposes to make Medicare the secondary payer when
disabled Medicare beneficiaries or their spouses have employer group health insur-
ance coverage. The proposal would require employers to offer group coverage to the
disabled or their spouses and dependents. Violators would be denied use of the tax
deduction for employer health insurance. If enacted, the proposal would save $330
million in fiscal year 1987 and $350 million in fiscal year 1988.

Senator WILsON. Mr. Suzuki, could you describe what coordina-
tion has been made between your Agency and the Department of
Agriculture with respect to distribution of surplus commodities as
part of the Nutrition Programs, both congregate and otherwise?

Mr. SUZUKI. We have been actively engaged with the USDA in
terms of the Commodities Program. I must state frankly that the
States have options as to whether they accept the subsidy in terms
of commodities or cash in lieu of the commodities, and State
choices have historically run toward cash. So the vast majority of
States draw down the subsidy in cash. Recently, we have been em-
phasizing and working on various aspects of the Commodities Pro-
gram where we feel there would be a better subsidy through com-
modities, and we are engaged right now in working with national
organizations and with USDA in trying to promote greater use of
commodities. But frankly, the vast majority of States use cash.

Senator WILSON. Mr. Chairman, my time has expired. I would
very much like to pursue this point, though, because I think that
the use of these surplus commodities has not been as vigorous or as
efficient as it could be, and I think it points to a very significant
answer.

Mr. SUZUKI. We believe it deserves much more emphasis, and a
number of national organizations have been joining with us in pro-
moting the use of commodities.

Senator WILSON. Thank you.
Chairman HEINZ. Thank you, Senator Wilson.
Senator Burdick.

STATEMENT BY SENATOR QUENTIN N. BURDICK
Senator BURDICK. Thank you, Mr. Chairman.
Members of the panel, in my State of North Dakota we will

have, of course, the 4.3 percent cuts immediately, and the 1987 cuts
will amount to $52,740,000. North Dakota ranks sixth in the
Nation in per capita losses under Gramm-Rudman. The fiscal 1986
and 1987 cuts will deliver a devastating blow to the States, funds
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for low-income energy assistance. North Dakota's cuts in the Low-
Income Energy Assistance Program are the third highest in the
Nation.

I would like to address this question first of all to Mr. Sabatini.
What are we going to do about low-income assistance in States like
North Dakota which are beset with very severe weather, and they
are barely getting along now with the allotment; what are we
going to do with cuts like this in the future?

Mr. SABATINI. Senator, the 4.3 percent reductions that we are re-
quired to take have to be made in the Low-Income Home Energy
Assistance Program in accordance with the reallocation formula
that was passed in 1984.

One of the provisions in that statute passed at that time was a
guaranteed hold-harmless level for certain States. That provision
indicated that States would not fall below what the allocation
would have been under the prior formula, assuming that the appro-
priated amounts would have been $1.975 billion.

I have detailed information on each State, and looking at North
Dakota, the indication is that they will not have a reduction in
low-income energy assistance as a result of the Gramm-Rudman-
Hollings legislation, that the State falls into the category of one of
the protected States in the hold-harmless category and will not be
experiencing a reduction.

Senator BURDICK. Well, that is good news. What about 1987?
What about the cuts?

Mr. SABATINI. The 1987 budget is requesting an appropriation of
$2.1 billion, the same as the 1986 appropriation prior to the
Gramm-Rudman reductions.

Senator BURDICK. Are you telling me that the 1987 budget will
not be cut in energy assistance?

Mr. SABATINI. The appropriation being requested in the 1987
budget is the same as the amount requested in 1986.

Senator BURDICK. And it will be exempt from Gramm-Rudman
cuts?

Mr. SABATINI. No, sir.
Senator BURDICK. Well, that is what I am talking about.
Mr. SARATINI. I am sorry. The Low-Income Home Energy Pro-

gram will not be exempt from Gramm-Rudman cuts. As I indicated
in my statement, however, it is virtually impossible to speculate on
the impact of Gramm-Rudman in 1987 at this point.

Senator BURDICK. Well, if we take the President's recommenda-
tion, what is the cut going to be?

Mr. SABATINI. For 1987?
Senator BURDICK. Yes.
Mr. SABATINI. If the President's budget were enacted as present-

ed, the funding level for the Energy Program is the same as it is in
1986, $2.1 billion.

Senator BURDICK. Well, am I to tell my people in North Dakota
that in 1987 there will be no reduction in energy assistance?

Mr. SABATINI. Assuming that you pass the President's budget as
submitted.

Senator BURDICK. Is that correct? Well, there is some question
about that. [Laughter.]
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Let me go to Mr. Suzuki. You stated that these cuts in Meals-on-
Wheels and other food help will not be hurt because you are going
to increase productivity. Is that correct?

Mr. SUZUKI. Well, I am stating that we hope that the cuts in
terms of the number of meals and the number of people served in
1986 will not be that great. Our historical pattern is increased pro-
ductivity of at least 6 percent in the past several years. We have no
reason to believe that the increase in productivity in 1986 will not
continue, so that we think it will overcome the Gramm-Rudman-
Hollings cut. But again, I have to frankly state, that obviously we
are not going to be serving as many people as we would have if
there had not been a cut.

Senator BURDICK. Well, you know that Meals-on-Wheels is a good
project, and it saves money. Many people do not have to go to nurs-
ing homes, if this is an alternative. And I do not understand why
they cut this at all.

Mr. SUZUKI. Well, the Administration on Aging was instructed
by the Department that cuts were made across each of the pro-
grams. In other words, there was no selectivity allowed by the law;
it was 4.3 percent in each of the programs.

Senator BURDICK. Well, what is your testimony? Is this 4.3 per-
cent cut not going to hurt the programs-,

Mr. SUZUKI. The 4.3 percent obviously is a reduction. But we are
hoping that the cut in the number of meals and people served will
be lessened, that the impact of the 4.3 percent will be moderated by
those forces that we have talked about.

Chairman HEINZ. Senator Burdick, your time has expired. If you
wish a second round of questions, there will be time.

Senator BURDICK. Thank you, Mr. Chairman.
[The prepared statement of Senator Burdick follows:]

PREPARED STATEMENT OF QUENTDN N. BURDiCK

Thank you, Mr. Chairman. I appreciate the Aging Committee holding this hearing
on the effects of the Gramm-Rudman-Hollings deficit reduction bill.Last year, when he was describing his balanced budget proposal, Senator Rudman
called the Gramm-Rudman-Hollings legislation "a bad idea whose time has come."

I thought he was half right, so I voted against the bill.
I know Gramm-Rudman is not an idea whose time has come-but it's the law

now, and we have to live with it.We are at the very beginning of a rocky, hard road of Gramm-Rudman-Hollings.
Already, it has become painfully clear to me that the Gramm-Rudman-Hollings cuts
coming on March 1 are a bad idea.

And these cuts are only the beginning. If Congress and the President can't agree
on a budget for next year that meets the Gramm-Rudman deficit reduction formula,
much more severe cuts will be made in the budget.In my state of North Dakota, these cuts will take back $52,740,000-North Dakota
ranks 6th in the nation in per capita losses under Gramm-Rudman.The fiscal year 1987 cuts will knock the stuffing out of the state's funds for educa-
tion and for employment services. The picture is no brighter for programs under the
Social Services block grant, the health block grants, and funds for highways and
public works.The senior citizens of North Dakota, supposedly protected under Gramm-Rudman
from the worst cuts, will face funding cuts in special programs for the aging that
threaten the very lives of those essential programs-senior centers, nutrition serv-
ices, and meals on wheels in North Dakota will take cuts more severe than those in
45 other states.Unfortunately, Gramm-Rudman is with us, and for now, we have to live with its
cuts. What we need to explore here is how we can shield America's senior citizens
from the worst blows of the Gramm-Rudman budget cuts.
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According to a report recently published by this Committee, over 3,700,000 elderlyAmericans are living in poverty-over 14 percent of the elderly population. It is im-
portant for us to know just how the Gramm-Rudman cuts will affect this population.

I look forward to hearing from our witnesses this morning, both how the Gramm-
Rudman cuts may affect elderly Americans, and how the Administration will coun-
sel states to lessen the blow of those cuts to the greatest extent possible. Thank you.

Chairman HEINZ. Senator Evans.
Senator EvANs. Thank you, Mr. Chairman.

STATEMENT BY SENATOR DANIEL J. EVANS
Let me begin, as Senator Chiles and others have done, by giving

my own interpretation, of Gramm-Rudman. I think it is very
simple. We have had the privilege and the pleasure in this Govern-
ment for many, many years of four major variables in budgetmak-
ing-the amount we spend on one side, and priorities in spending;
the amount we expect from current tax revenues; the amount we
might gain from new tax revenues, and then very conveniently, the
sloppy size of the deficit to make it all work out.

I think all Gramm-Rudman has done is eliminate one variable.
We cannot fuss around now with the size of the deficit. Thus we
ought to prioritize programs that are legitimate in budgetmaking
and spending. How we analyze and spend current revenues will
answer the question of whether or not new taxes are needed:

Mr. Chairman, I think it will be a long time before we get to the
point of over-concern about what happens in 1987-we all ought to
recognize that we are not going to pass precisely the budget that
the President has submitted. We have the full array of priorities to
set for 1987. The only thing we are obliged to do is meet up with
the requirements of these cutbacks in 1986.

I have had the privilege over my political career first to act as
chief executive on many occasions, having to go in and cut back ex-
penditures because we were faced with a budget deficit. I also had
the privilege, later on, of being a manager of one of the agencies of
that same State government as a college president.

I could never understand, when I asked for cutbacks, why there
was no money in the till at the end of the biennium. As a manager
of one of those agencies, I understood very well. We did everything
we could to make sure there was not nothing left in the till. And in
fact, we were good enough to turn back, as I remember the precise
figure, $5.83 at the end of one biennium in which we were request-
ed to turn money back.

With that, let me turn to some questions, particularly first of Mr.
Sabatini. In your testimony on page 3, you talk about-

The reduction in the contingency reserve which is available to meet certain unan-
ticipated workloads .* * is not large enough to threaten program operations and
service to the public. After the reduction, $139 million remains to deal with contin-
gencies. Since the traditional contingency reserve has been $50 million, we think
the size of the reserve remaining is adequate for our needs.

If the traditional reserve has been $50 million, why is it $138
million, and why don't we take the difference between $50 million
and $138 million as a good way of aiming at our budget reduction
for 1986?

Mr. SABATNI. Senator, the contingency reserve in our 1986 ap-
propriation was $145 million. It becomes about $139 million after
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you apply the 4.3-percent reduction. It was much higher in the
1986 appropriation than what the traditional contingency reserve
has been, due primarily to two factors. One is that at the time we
were formulating and putting together the 1986 budget request, we
had not had sufficient experience in terms of the implementation
of the 1983 disability legislation. As a result, we were unsure of
what the administrative costs for implementing that legislation
would be.

We therefore requested and were granted from the Appropria-
tions Committee a significant increase in what the traditional con-
tingency reserve had been.

In addition, we asked the Appropriations Committees to put
some additional money into that contingency reserve to enable us
to deal with the retraining and redeployment of personnel whose
jobs may be impacted as a result of our systems modernization ef-
forts. And we were fortunate enough to have the Appropriations
Committee agree with us, and that accounted for that sizable in-
crease.

Senator EVANS. Well, what have you found out? Have you
needed the extra, or haven't you?

Mr. SABATINI. We are now starting to gain the experience and
gather the data that we need in terms of costing out the impact of
the administration of the disability legislation, and it appears as
though we may have to request an apportionment for some addi-
tional funds from that contingency reserve for the State disability
agencies for that program.

In addition, we have started a new program to minimize any ad-
verse impacts in the relocation of any personnel that we have to
move to various locations throughout the country to deal with
staffing imbalances, and it is too early for us to tell at this point
whether or not we would need the contingency reserve for this pur-
pose.

Senator EVANS. Thank you, Mr. Chairman.
Chairman HEINZ. Thank you, Senator Evans.
Senator Dodd.
Senator DODD. Thank you very much, Mr. Chairman.

STATEMENT BY SENATOR CHRISTOPHER J. DODD
In the interest of time, Mr. Chairman, let me request that the

record be kept open for comments or further questions.
Would that be appropriate?
Chairman HEINZ. Senator Dodd, that is an excellent suggestion,

and we certainly will do so.
Senator DODD. I appreciate that, and I will ask unanimous con-

sent that an opening statement be made a part of the record.
[The prepared statement of Senator Dodd follows:]

PREPARED SrATEMENT OF CHRISTOPHER J. DODD

Mr. Chairman, let me begin by commending you and the committee staff on orga-
nizing this hearing this morning, one which will undoubtedly provide us with a
clearer understanding of the impact of Gramm-Rudman-Hollings on programs and
issues effecting our senior citizens. Obviously, the better armed we are with the
facts concerning the effects of fiscal year 1986 sequestration and the likely effects of
any future automatic cuts, the more able we will be to cushion as best we can the
hard brunt of those effects upon the people we have all been elected to serve.
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I think it is important to emphasize briefly, however, that Gramm-Rudman-Hol-
lings is not the enemy here this morning. Gramm-Rudman-Hollings was, in my
view, a difficult response to a most difficult problem: the run-away deficit and our
collective inability-in concert with the President-to get the national budget under
control.

While visiting my state this past year, I found not only a recognition of the seri-
ous future consequences of the continuation of this run-away deficit, but also a gen-
uine willingness among all segments of the population to contribute to the resolu-
tion of this problem. From senior citizens to corporate executives in my state, the
message was the same: Reduce the deficit and if you do it equitably and compassion-
ately, we will contribute to the effort.

In an effort to be equitable and compassionate, Congress should seek to avoid the
automatic cuts of Gramm-Rudman-Ilollings by working together to pass responsible
legislation which reduces the enormous deficit without sacrificing the health and
welfare of older Americans or the protection afforded by national programs for the
elderly. We have already exempted from the operation of any automatic cuts cer-
tain programs effecting the elderly, and it is my hope that this exemption reflects a
strong commitment to reduce the deficit without unfairly or callously disregarding
the needs of the elderly.

I call upon the present administration today, as I have in the past, to make an
equal and corresponding commitment to reduce the deficit in a manner which is fair
and compassionate to the needs and concerns of our elderly citizens. This adminis-
tration has consistently over the past years proposed cuts in programs for the elder-
ly in budgets which are not, I would suggest, shining examples of fair and compas-
sionate governing.

Gramm-Rudman-Hollings clearly creates tensions in the system. It is unfortunate
that the "86 cuts will go into effect. We should have responded to the impending
threat of those cuts by proposing an alternative. I co-sponsored one. But we should
not lose sight today of the differentiation between the effects of Gramm-Rudman-
Hollings and the budgetary diet the President would like to put this country on.

ILet me give you two examples. The President's fiscal year 1987 budget seeks total
Medicare cuts of $4.7 billion in outlays and, by fiscal year 1989, a total cut of 11.3
percent from current .law projections. Under Gramm-Rudman-Hollings, however,
Medicare is subjected to a special procedure which would limit any sequestration
cut to 2 percent in fiscal year 1987 and thereafter. Another example: section 202
elderly housing. Under the Administration's budget, this program would be termi-
nated with the fiscal year 1986 appropriation rescinded. The two-year impact of this
budget proposal would be the denial of housing aid to 24,000 elderly and handi-
capped individuals. Even automatic cuts under Gramm-Rudman-Hollings would not
have such a devastating effect upon this program for the elderly.

Now more than ever we cannot afford to be a house divided over fundamental
priorities. It is high time that all of us-including this administration-agree that
the protection of the very health and welfare of our senior citizens is of the highest
priority and that we work tirelessly and with dedication toward that end.

Senator DODD. Mr. Chairman. I would echo the remarks made by
Senator Pete Wilson, that what we are doing here discussing
Gramm-Rudman is really discussing a process to deal with a prob
lem that was created over the years.

I think too often there is an emphasis on talking about Gramm-
Rudman without going back and recognizing how this came about,
and it puts us in this particular position. I think that is something
that ought to be made clear to many people.

In the absence of Gramm-Rudman or something like it, I do not
know that anyone has made much of a suggestion as to how we
deal with these particular problems of prioritizing our budget
needs in the country.

I am curious, however, and if I could just run down the group of
panelists rather quickly. I think the housing area was hit, but let
me go back again.

I would like just a quick analysis, if I could, of how your budgets
would be affected, a quick comparative analysis of how your budg-
ets would be affected as compared between the President's proposal
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made a week and a half or 2 weeks ago and what Gramm-Rudman
would do to it, if it were implemented, and if we fail along with the
President to come up with a budget process this year, and the trig-
ger goes into effect.

How do you come out with your budget, Mr. Knapp? We will
start with you, in housing. Which is a better budget for you?

Mr. KNAPP. Well, the budget again depends, as you know very
well from your experience on the Banking Committee, Senator, in
terms of how you measure things, whether it is gross dollars that
you are talking about, or what you consider to be a more efficient
way of providing assistance.

I would say that if you look at it in a gross dollars point of view,
it is probably true that even successive applications of across-the-
board cuts will leave at the bottom line a greater number of dollars
allocated to housing programs than the President's budget.

There are exceptions to that.
Senator DODD. In elderly housing, 202 programs, for instance.
Mr. KNAPP. Well, yes, obviously in 202, because we would pro-

pose termination of 202 itself. I would mention two exceptions to it.
One that affects housing is, of course, in administrative budgets.
The President's program proposes a more substantial administra-
tive budget for the DeDartment as a whole than any successive ap-
plication of Gramm-Rudman would.

Another area which also affects the elderly is, as I mentioned
before, public housing operating subsidies. That is an area where
the President's budget continues to show an increase in public
housing operating subsidies through the out-years-certainly not
something that any automatic across-the-board cut would arrive at.

On the whole, though, again the big question is the way in which
you deliver the assistance. And we believe again that the kind of
direct affordability assistance that is provided through vouchers
will permit us in the end to continue to serve an increasing
number of people through the years, in a way that successive
across-the-board cuts and the much-reduced outlay savings that
they would achieve simply will not permit.

Senator DODD. But in this coming fiscal year you do a lot better
under Gramm-Rudman than you do under the President's budget
as a bottom line.

Mr. KNAPP. Translated in terms of bottom-line budget authority
that it leaves the Department, that is correct.

Senator DODD. All right.
Mr. Fleming, how do you do? Let us mention Medicare specifical-

ly. I am kind of interested in that one. How do you do in Medicare,
Gramm-Rudman versus the President's budget?

Mr. FLEMING. From a management perspective, we would do
better under the President's budget in that it would enable us to
target our cuts in certain areas that are doing fairly well--

Senator DODD. Under Gramm-Rudman, you do better than the
President's budget in Medicare?

Mr. FLEMING. No. I said under the President's budget.
Senator DODD. You do better?
Mr. FLEMING. Yes.
Senator DODD. There is a 23-percent reduction, as I understand

it, in terms of the President's budget in Medicare--
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Mr. FLEMING. Are you talking about 1987 or 1986, Senator?
Senator DonD. We are talking about 1987.
Mr. FLEMING. OK, 1987. That is still the case. The administration

did not concur that there should be no cuts in the Medicaid budget
under Gramm-Rudman-Hollings. The President's budget as submit-
ted envisioned those cuts under Medicaid as well as, I believe the
number is-I will have to check--

Senator DODD. Well, I have the President's fiscal year 1987
budget seeks Medicare cuts of $4.7 million in outlays by fiscal year
1989. It seeks a total cut of 11.3 percent in current law projections.
Under Gramm-Rudman, Medicare is subjected to a special proce-
dure, as you know, under the law would limit any sequestration to
2 percent in a fiscal year. So that in fact, you come out better
under Gramm-Rudman than you do the President's budget in deal-
ing with Medicare. Is that true?

Mr. FLEMING. That is true.
Senator DODD. All right. How about Mr. Sabatini? You are not

really affected in the sense of Social Security.
Mr. SABATINI. Not really.
Senator DODD. How about veterans, Dr. Mather?
Dr. MATHER. Senator, I will take this opportunity to amplify a

little on my answer to Senator Chiles, since I now have some fig-
ures I can work with.

I would reaffirm the statement, though, that the reductions in
workload will not adversely affect quality, and it is simply because
of those cutbacks of dollars and staff that it resulted in us propos-
ing in the President's budget that we will reduce patients treated
in our hospitals by about 57,205, and outpatient visits will be; re-
duced by about 1,114,000.

Senator CHILEs. So you would cut the number of patients you
treat, and you would cut the number of outpatient visits?

Dr. MATHiER. That is correct, Senator.
Senator DODD. Well, my red light is on, but my point here is that

Gramm-Rudman is a very important issue to be discussed, and
today we are discussing how Gramm-Rudman affects the elderly.
But as I look at it, in terms of housing, Medicare and veterans,
Gramm-Rudman is a blessing by comparison to what is being pro-
posed by the administration.

Dr. MATHER. Senator Dodd, could I just complete the direct
answer to your question, and that is the comparison of pre- and
post-Gramm-Rudman in fiscal year 1986, we end up with dollars
that are greater than the President's budget submitted for fiscal
year 1987.

Senator DODD. Thank you, Mr. Chairman.
Chairman HEINZ. Senator Dodd, thank you.
Senator Warner.
Senator WARNER. Thank you, Mr. Chairman.

STATEMENT BY SENATOR JOHN W. WARNER
I will be brief, because I know we are anxious to move on to the

next panel, and I will submit my statement for the record.
Chairman HEINZ. Without objection, your statement will be in-

cluded in the record.
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[The prepared statement of Senator Warner follows:]

PREPARED STATEMENT OF SENATOR JOHN WARNER

Mr. Chairman, members of the committee, I would like to express my strong ap-
preciation for the opportunity of participating in today's hearing.

I can think of no issue more timely than the need to accurately convey to the
Nation's elderly what they may expect from their government as a result of
Gramm-Rudman-Hollings. Too often in recent years, the older citizens of this
Nation have had to cope without needed information or, in some cases, they have
had to cope with actual misinformation.

The single greatest service which we as an oversight committee can render to the
Nation's elderly is to assure that they are adequately prepared for the impact of the
Gramm-Rudman-Hollings era.

Our witnesses today have been invited to appear as representatives of those Fed-
eral agencies most essential in maintaining Government supports of the elderly. We
will have an opportunity to examine income security, health care, housing, medical
research, community services, all of which are critical to our Nation's senior citi-
zens.

It is our goal to make known, and as accurately as possible, exactly how cutbacks
will be made and what discretion, if any, has been provided for the agencies in set-
ting priorities. We will then hear from representatives of the elderly themselves,
and learn what they foresee as their most pressing need under Gramm-Rudman-
Hollings.

I am particularly pleased to note that the National Association of Retired Federal
Emilployees wut i e repretbenled. NARFE, as this association has coine to be called,
has more than half-a-million members, thousands of whom I am privileged to
number among my constituents.

As the committee is well aware, the Nation's Government retirees, both civilian
and military, will receive no inflation protection adjustment this year. Their COLA
was the first victim of Gramnm-Rudman-Hollings, and no single other retiree group
stands to suffer greater impact.

Mr. Chairman, we have a lot of ground to cover today, and I certainly do not wish
to further delay our proceedings. I would only say that the Nation's elderly makes
up that segment of the population which, in many cases, is the least able to protect
itself.

The loss of earning power in the face of inflation, growing medical problems and
costs, the need to maintain adequate shelter and nutrition, all of these must be
faced on a daily basis by many thousands of our senior citizens.

We owe them-in fact, it is our duty-to clearly provide for them what changes
Gramm-Rudman-Hollings may bring to their lives.

Senator WARNER. I would like to make one brief observation. All
of us have our sources of information on this subject, and I am
privileged to have a source in my mother, who is 98 years old, and
from her many friends.

It is surprising the measure of courage that I detect in this cate-
gory of Americans who really are least of all able to take these
cuts. But it is a measure of courage that they will take their share
providing that share is fair. I can think of no obligation on this
committee and on the Congress than to assure that whatever cuts
come under Gramm-Rudman on our elderly are fair.

Thank you, Mr. Chairman. I feel that we should move on to the
next panel just as quickly as we can.

Chairman HEINZ. Very well. Senator Warner, thank you very
much.

Senator Hawkins.
Senator HAWKINS. Thank you, Mr. Chairman.
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STATEMENT BY SENATOR PAULA HAWKINS
My concern is twofold. I feel that America has drifted toward

this spot in history where the family has so deteriorated until we
warehouse the elderly.

I visit almost monthly a congregate meals center. I visit a center
for senior citizens who in many instances have outlived their chil-
dren or been abandoned by their children.

Now, I must say I did not vote for Gramm-Rudman. I felt I would
rather pick and choose as we went along, but I am not going to
wring my hands about, "I told you so."

But there are many services that have to be delivered to these
people who come to the State of Florida. We are blessed in having
their wisdom and their expertise and the many talents that they
bring to us in picking Florida for their final home.

But we need police attention; they need legal information; they
have to have consumer protection. They are so weak and so vulner-
able in many instances, with no one to protect them. And I am
talking about the oldest, I am talking about the most precious-our
children and our grandparents.

In the center, we can kind of make out for ourselves. But with
the Absence of families assisting these seniors, the weakest and the
most precious among us, I am vitally concerned with a lot of prob-
lems, all of them represented across this table, all of them making
great impacts upon our State of Florida.

Mr. Suzuki, you mentioned that every congregate meal center
might have to cut back on services in delivering meals to about
four or five individuals. Is that correct?

Mr. SUZUKI. Up to four meals a day, that is correct; that would
be under the straight 4.3 percent reduction, without figuring the
increased contribution for productivity. We are hoping it will be
overcome.

Senator HAWKINS. Our population increases daily in Florida.
Mr. SUZUKI. Yes.
Senator HAWKINS. And that is coming from another State-some

are not coming from another State, I must say, but other countries.
You know, we are in a catch-22 position. We play host to these
people who want to come to our beautiful "Venice" in America and
live out their lives, and at the same time as that number increases,
we have to increase services; we cannot cut in Florida-unless you
can work out some magic where the States that are losing popula-
tion will give us some money.

Mr. SUZUKI. It is very clear that if we are not increasing services,
we will have reductions. The other thing that happens is program
participation by the elderly themselves. In 1980 they contributed
something around $9 million; this past year in 1985, they contribut-
ed $120 million.

So in some ways, the participants themselves share in the costs.
Some of those increases in contributions, as well as efficiencies in
purchasing, menu planning, et cetera, we hope will overcome the
reductions.

I make no contention that with the cut, we are going to expand
as much as we can.
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Senator HAWKINS. So you do not have any economies of scale-
the more you serve, the less it costs?

Mr. SUZUKI. No. There are obviously various things such as bulk
buying of commodities and various other things which we are pur-
suing. It really is not A.A; it is really the States and the area agen-
cies located across the country who are trying to get a bigger bang
for each dollar in terms of services to the elderly.

Senator HAWKINS. Are there some States that do better than
others?

Mr. SUZUKI. We are not in lockstep, no. Some States are more
aggressive in their pursuit of various measures.

Senator HAWKINS. I will be watching closely, and I would like to
work with you on this program.

Thank you.
[The prepared statement of Senator Hawkins follows:]

PREPARED STATEMENT OF SENATOR PAULA HAWKINS

As many of you know, my home state of Florida has the largest number of senior
citizens per capita in the nation. Our climate is warm, opportunities abound, and
Florida has become a mecca for a great number of this nation's retiring and senior
citizens. May I add that Florida has greatly benefitted from the expertise and
wisdom of senior citizens weith a wide range of experiences ard knowledge.

But Florida's senior population also presents some very unique challenges to our
state-challenges which will confront our nation as a whole in coming years as we
continue to witness the graying of America.

Housing and day care services must be provided for the elderly who have no
family to turn to. Consumer fraud, violent and domestic crime against the elderly
are rampant. Legal, police and consumer protection must be provided. Meals-On-
Wheels and Congregate Meals must provide square meals for those who are shut-in
and unable to shop and cook for themselves. These services are absolutely essential
for the elderly-many of whom depend upon their social security checks as their
only source of income and are unable to fend for themselves.

The question we must ask, therefore is: where can we cut without making cuts
hurt?

As Gramm-Rudman-Hollings is contemplated by this Administration and this
Congress, some very difficult choices will have to be made. We must ensure that
cuts not have an adverse impact upon the oldest, the most vulnerable, and certainly
the most precious of our citizens-our parents and grandparents-our nation's
senior citizens.

Senator EVANS. Mr. Chairman.
Chairman HEINZ. Yes, Senator Evans.
Senator EVANS. Just before this panel leaves--
Chairman HEINZ. I was not going to dismiss them. I think there

are some people who have additional questions for them.
Senator EVANS. I wonder if we could pose one question to the

whole panel, because I think there has been a lot of misunder-
standing.

Chairman HEINZ. Well, perhaps, but--
Senator EVANS. If you want to wait until we get to a second

round, when you reach me.
Chairman HEINZ. Not necessarily. The chairman has something

in mind.
Senator EVANS. OK. I would certainly defer to the chairman.
Chairman HEINZ. First, the committee has published and made

available a committee print, "The Impact of Gramm-Rudman-Hol-
lings on Programs Serving Older Americans in Fiscal 1986." The
purpose of this hearing-and I have a suspicion this is what Sena-
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tor Evans was going to say, though I do not know-the purpose of
this hearing-and I have a few questions for our witnesses-is to
clarify for the record whether what amounts to a formula cut, a
buzz saw sawing through large and small timber alike, makes
sense; is it rational or irrational? Do the results bring about fair-
ness or irrationally unfair results, or are they tolerable?

Now, clearly, at 4.3 percent, it is going to be hard to find any
evidence of the world coming to an end. On the other hand, exam-
ining carefully your testimony, I think we are going to be able to
come to a number of conclusions.

We are not, by the way, here to particularly compare the admin-
istration's 1987 budget to where we are today. There are a lot of
things many of us do not like about the 1987 budget.

The real question is what would a 1987 Gramm-Rudman, instead
of being 4.3 percent but 30 percent, result in, and will that stimu-
late us to do the job we did not do in fiscal 1986 which has brought
about the buzz saw approach to budget cutting.

My question to Franklin Williams at NIA is this. You have de-
scribed, Frank, in your testimony that there are a number of cuts
such as a 22-percent cut in trainees. You have very few trainees to
begin with. These trainees will train other people to take care of
the elderly. You have described a 5- to 10-percent cut in grants to
research, research which I assume could yield tremendous possible
savings to us both in suffering and in costs if they are successful.

From your point of view, does the buzz saw approach, the 4.3 per-
cent, lead to a restructuring of priorities that is out of whack with
what your sense of policy priorities ought to be, and if so, how?'

Dr. WILLIAMS. Well, essentially, Senator, the way the Gramm-
Rudman-Hollings cuts were imposed equally across all of our mech-
anisms, there is a little room in certain categories, but overall, we
are locked into cuts that just about have to affect total mecha-
nisms.

Unless we reprogram, for example, in the training area, we do
not have any flexibility whatsoever. In the Alzheimer Disease Re-
search Centers, we have no flexibility.

Chairman HEINZ. Now, if you had to take the same amount of
cuts but could do it setting your own priorities and with discretion,
would you do it differently, and if so, how?

Dr. WILLIAMS. We would certainly modify it some some degree.
Now--

Chairman HEINZ. Where do you think cuts are being much
deeper than you would prefer, and where would you offset them ac-
cordingl ?

Dr. WILLIAMS. The single place that is the most obvious is a
modest part of our budget, but it is the most obvious one, and it is
in the training area. The equally important one is in our centers
area.

But to shift funds, for example, if we had the freedom, would
mean that we would still have to cut into some other research or
contract areas which are important; but we have to make those pri-
ority decisions all the time.

I See appendix, p. 117, for more questions and answers from the National Institute on Aging on
the effects of Gramm-Rudman on their policies and programs.
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For example, we have consciously done nothing in the last couple
of years to promote more research on pharmacology and aging.
This is an important area, but we have had to make the judgment
that it did not offer as much scientific promise at the moment as
work on Alzheimer disease or molecular genetics or the oldest-old,
or a few other areas, which Congress has also concurred in.

So we would have to take money out of some areas that are im-
portant, but not as high priority. Right now, we have very little
flexibility in any of that.

Chairman HEINZ. Now, Mr. Sabatini, you have mentioned in re-
sponse to Senator Evans the contingency reserve and the uncer-
tainty about how you are going to handle the new law on disability
reviews. As I understand what is involved, you will have to absorb
a tremendous loss of worker years. As I understand it, coupled with
the cut in FTEE's, you will lose 3,242 worker years on an annua-
lized basis, and you are going to lose it in 1 day. On February 28,
you will have the number of workers that you have today. On
March 1, you will in effect have to take action to get down to that
level very quickly. We are one-third of the way through the year
already.

Isn't that going to affect service delivery, and if so, how?
Mr. SABATINI. Senator, we think that we can minimize any ad-

verse effect on service delivery. Let me just clarify a couple of
points.

First of all, the major portion of the work with regard to the im-
plementation of the 1984 disability legislation is going to be per-
formed by the State disability agencies. The funding for the State
agencies is immune from sequestration under the Gramm-Rudman
Act. Therefore-

Chairman HEINZ. So you are saying it is not going to have a
major impact.

Mr. SABATINI. Not on the implementation of the disability legis-
lation, not on the State agencies--

Chairman HEINZ. Is there going to be any impact, and if so,
where?

Mr. SABATINI. We think that there will be an impact-but in
some respects, we are very fortunate, because the construction of
our appropriation account is such that we havea great deal of
flexibility in terms of where we will be taking the various cuts that
are going to have to be taken under the Gramm-Rudman Act. And
as a result, we have very carefully selected those areas where we
can take the reductions for fiscal year 1986 to minimize the impact,
recognizing that they are reductions and they are real reductions,
and we are not going to be able to do some of the things that are
desirable and things that we would like to do.

Chairman HEINZ. But what are they?
Mr. SABATINI. Well, for example, one thing that is to our benefit

is that in our fiscal year 1986 appropriation, we got $30 million
more than what our requested appropriation level was for adminis-
trative expenses. And upon enactment of that appropriation--

Chairman HEINZ. In fairness to my colleagues, my time has ex-
pired, but let me ask you to provide certain specific information in
writing, and we will work with you so that it is concise.

Mr. SABATINI. No problem.
[Subsequent to the hearing, the following was submitted for the

record:]
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Gramm-Rudman Reductions

FY 1986 Limitation on Administrative Expenses

SSA is required to take d uniform 4.3 percent reduction in each program,
project and activity under Gramm-Rudman. For the Limitation oil Administrative
Expenses, SSA's largest account which covers the administrative costs of the
trust fund and SSI programs, this includes the contingency reserve, automatic
data processing and telecommunications, and the remainder of the budget for
all other administrative expenses. A breakdown of 5144.4 million in FY 1986

reductions is provided in the table below:

Budget Authority

Limitation on Administrative Expenses _In_Thousands

Available Budgetary Resources . . . $ 3,992,486

Reductions

1. Contingency Reserve ................ -6,235

2. Automatic Data Processing and Telecommunications ...... -12,272

3. A-l Other Administrative Expenses:

a. Personnel Compensation ............................ -95,148

1) Maintain the FV 1986 President's budget level

for full-time equivalents (a reduction of
$30 million from the FY 1986 appropriation
level).

2) A reduction of 1,338 workyears of overtime,

from 3,113 or 3.8 percent of total workyears
in the FY 1986 appropriation to 1,775 or

2.2 percent of total workyears in SSA'S
current request.

3) A reduction of 724 workyears to be achieved

by limiting SSA participation in this year's
summer youth employment program.

b. Travel ................ I ..... I... I'll .............. -5,090

c. Transportation of Things .......................... -17

d. Rents, Communications and Utilities ............... -4,063

e. Printing and Reproduction ..................... I ... -1,759

f. Other Services .................................... -10,436

g. Supplies and Materials ............................ -3.895

h. Equipment ......................................... -5,442

Subtotal All Other ..................... -$125,850

Total Reduction ........................ -$144,357

Budgetary Resources After Reduction ......... $........ S 3,848,129



85

Chairman HEINZ. One other question I would like to get an
answer to in writing from Mr. Fleming at HCFA is this. As he well
knows, many Peer Review Organizations are in the process of as-
sembling very necessary documentation to sanction specific provid-
ers for quality of care problems.

It is my understanding that one sanction costs between $10,000
and $15,000 to prepare and to follow through with. There is a $16.8
million sequester that hits the PRO's. I would like to know in writ-
ing-we will not take the time to get into it here-whether HCFA
will have sufficient funds to support the PRO's ongoing activities
both in terms of quality and in terms of enforcement, which is
costly.

[Subsequent to the hearing, the following information was re-
ceived from HCFA for the record:]

We have set aside funds to meet PRO's requirements for sanctions activities as
well as other unanticipated changes to the Scope of Work. The Gramm-Rudman se-
questration will not adversely impact PRO's ability to take prompt sanction action
where conditions warrant.

Chairman HEINZ. I thank my colleagues for their patience.
I believe Senator Chiles is next,
Senator CHILES. Thank you, Mr. Chairman.
Mr. Fleming, if the freeze on physician fees with its attendant

protections for the beneficiary goes off as proposed by the Presi-
dent's budget, can you tell us what is going to happen with regard
to the assignment payments to be made by the beneficiaries? Will
the increases be passed on to them? Do you not think that shifts in
the costs that have been held down for the last 2 years are now
going to be passed on to beneficiaries?

Mr. FLEMING. Senator, we are of course looking at the whole
area of physician reimbursement and reform of that system. We
are very encouraged that almost two-thirds of the part B Medicare
bills are now accepted under assignment; only about one-third are
not.

Clearly, if the freeze goes off and physicians increase their rates,
that is going to fall on those beneficiaries who are not going to phy-
sicians who accept assignment.

Senator CHILES. So it is going to increase; it is going to fall on
them if the freeze goes off? That is certainly going to be an impact
and a burden.

Mr. FLEMING. As I said, Senator, we are looking at reform of the
physician reimbursement system and would--

Senator CHILES. While you are looking at it Mr. Fleming, don't
you think we ought to be doing something about that before we
take the freeze off? In other words, if we do the one and we are
looking at the other, you have already told me what is going to
happen, which we all know that the people are going to be zapped
with those increases.

Mr. FLFMING. We will be reporting to Congress on that physician
reform, and we expect that to be of significant help to the benefici-
aries.

Senator CHILES. Well, I hope so. I am continually concerned
about these things where we do one thing, thinking we are going to
get some efficiency, or we are going to produce positive reform, but
we wind up with a punitive provision.
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Mr. Sabatini, according to your budget officials, after sequestra-
tion the full-time level for Social Security Administration staffing
is going to be 76,349 in 1986. The dollar figures, however, in the
President's budget for the next 5 years for the Social Security Ad-
ministration costs, again reflect your plan to reduce staffing by
17,000 persons. That is the same number of cuts you proposed last
year, and at that time less than 5,000 of those reductions were at-
tributed to computer modernization.

The remaining 12,000 positions were due to come from other
vague changes that were going to be made. It is now 1 year later.
Can you tell me what detailed reports you have available which
demonstrate how staffing cuts in the magnitude of 12,000 people
can be made without affecting the level of service to beneficiaries?

Mr. SABATINI. Senator, the staffing cuts in the long-range plan,
the 6-year plan for a reduction of 17,000 full-time equivalents is a
target and a direction in terms of where the Agency will be going
from 1985 through 1990. Much of that reduction, as you indicated,
is based on the successful implementation of our systems modern-
ization effort.

In addition, we are hoping to save and bring about efficiencies
through improved processes, changes in policies, in procedures,
that will make our workloads less labor intensive, but still allow us
to provide an adequate level of public service. We are not going to
make these reductions at the expense of public service and the
service that we deliver to the public.

Senator CHILEs. Well, I asked you at the appropriations hearings
last year if you would give me some detailed plans, and I have not
received them. I hope the chairman will be more successful. I
repeat that request, to you now. If you are going to give me the
language, "modernization," I want to see how you are going to do
it.

Mr. SABATINI. But the plans are detailed each year in our budget
request, Senator. As we formulate the budget and put the budget
together for submission each year, we have a direction or a target
that we are moving toward. And as we can really quantify and
measure the progress that we are making and be sure that that
progress is in fact real, we are then reflecting that in the yearly
budget submissions.

Senator CHILES. So the President's budget gives us a 5-year
budget projection.

Mr. SABATINI. A 5-year budget target, yes, sir.
Senator CHILE:S. A budget target. So those figures are just sort of

taken out of the sky, and you implement them 1 year at a time, or
do you have some basis for-

Mr. SABATINI. No. We indicated that those savings-approxi-
mately one-third of those savings-would come from our systems
modernization plan. We expected some significant savings
coming-around 2,000 of that 17,000 would be derived just through
reductions, or streamlining the Agency's overhead, in the staff-
level positions as opposed to operations- or workload-driven posi-
tions, just through improvements in our processes, and the elimina-
tion of what may be unnecessary or unproductive workloads and
burdens that are being placed on the operating people in our
Agency, and we expect significant savings.
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Now, we have said, and we said it at last year's appropriation
hearing, that this 17,000 number is not carved in stone; it is a gen-
eral, estimated target that we are going to move toward on a year-
by-year basis, and we will be looking at those numbers and those
targets each year as we put together the budget.

I would like to point out, Senator, that at the close of this fiscal
year, the Social Security Administration will be approximately 8
percent smaller in terms of FTE utilization than it was 5 years ago.
By the same token, because we proceeded very cautiously and very
prudently in implementing these changes and making sure that
they are beneficial, by every measure we have that indicates the
level of timeliness and quality of service to the public, we are in
better shape than we have ever been.

We are not going to make these reductions, Senator, at the cost
of public service, I assure you of that.

Senator CHILES. Well, I join with the chairman in asking to see
your figures, as you produce any figures that will show us how this
would be done, And I would have to say, I do not know what your
measure of it is, but when I am talking to people and they are tell-
ing me how long they are having to wait at the Social Security of-
fices in the State of Florida, I am not getting this same answer that
you are getting, that it is the same level of services. There are tre-
mendous waits, tremendous times, and it is not better than it was 8
years ago in the State of Florida in regard to those waiting times.

Chairman HEINZ. Senator Chiles, thank you very much.
Senator Wilson.
Senator WILSON. Thank you, Mr. Chairman.
Mr. Fleming, let me pick up with you the line of questioning

which Chairman Heinz was pursuing in his last question for the
record, that having to do with the impact of Gramm-Rudman-Hol-
lings on peer review organization activity.

I believe you are aware that recently, in January, I completed on
behalf of this committee a rather extensive hearing in Los Angeles,
aimed at determining the extent to which there exists a problem
under "prospective payment," and specifically under what appear
to be overly restrictive diagnostic-related groups resulting in pre-
mature discharge of Medicare patients.

I am aware that HCFA currently has published a new scope of
work activity for the second round of contracts. What I am inter-
ested in is that that clearly-and I commend you for this-is aimed
at improving quality assurance. And I think that is definitely the
direction that we need to go in.

On the other hand, it would appear that by doing so, you are em-
barking on a more ambitious program. And the question that
arises is whether or not under the existing system, totally apart
from considerations of Gramm-Rudman, and then considering what
the aggravation may be from Gramm-Rudman, whether or not the
kind of peer review activity on the part of the PRO's is going to be
curtailed in a way that does not allow this to go forward.

I am interested specifically in how you intend to fund the PRO
activity; if, in fact, to avoid cuts, you are going to find funds else-
where-is it going to be contingency funds? Are you faced now
with the necessity for the revision of existing PRO contracts?
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My own judgment, I should tell you, at the conclusion of those
hearings was that there was need to revise some of the DRG's,
some of the diagnostic-related groups, because they were too in-
flexible to deal with the problem of complications which so often
occur in the elderly patient. You have got someone who is not
simply afflicted with a single malady, but whose condition is com-
plicated by collateral afflications.

Mr. FLEMING. Senator, as you know, the PRO review process is
extremely important to the quality of care, and the way the num-
bers turn out under Gramm-Rudman-Hollings, we are not going to
have to reduce the level of activity of the peer review organiza-
tions.

We had roughly a $30 million carry-forward out of the 1985-86
contracts. Part of that was used in letting new PRO contracts in
the States of South Carolina and Massachusetts. As it turns out,
about $16 million-plus remained, and that is exactly the cut that is
needed under Gramm-Rudman-Hollings. We will be able to absorb
the Gramm-Rudman-Hollings cuts out of that carry-forward. That
will leave the remainder of 1986, 1987, and 1988 intact, so we will
not have to make any reductions in the intensity or the level of
work of the peer review organizations.

Senator WILSON. Excuse me. Does that refer to 1987?
Mr. FLEMING. Yes, sir.
Senator WILSON. Let me make an optimistic prediction. I think

that your new scope of work for this second round of contracts is
really going in the right direction, because to the extent that you
can achieve quality assurance by prescribing a more flexible stand-
ard, you probably are going to lessen the requirement over time, at
least, for the sort of policing function, the frequency and intensity
of audit necessary. And I think what may be even more significant
is that by that improved quality of assurance possible from a more
realistic standard, you will not be forcing physicians into the posi-
tion of trying to make their patients fit a catalog when in fact their
real condition does not fit that, and you will not be forcing the hos-
pitals into the situation that so many of them seem to be in as they
look over the shoulders of the attending physician, in pressuring
him to conform to this catalog which is actuarially fair, but one
that does not take account of the obvious differences in individual
conditions. Before the hearing had ever taken place, there had sur-
faced in California something in the neighborhood of 300-plus cases
where the conditions really had not complied with an actuarially
fair standard in the diagnostic-related group.

I think there is a clear need for a severity-of-illness differential
to give that flexibility.

Mr. FLEMING. Yes.
Senator WILSON. Thank you, Mr. Chairman.
Chairman HEINZ. Thank you very much, Senator Wilson.
Senator Burdick, and then Senator Evans and then Senator

Hawkins.
Senator BURDICK. Thank you, Mr. Chairman.
Mr. Suzuki, I think we will continue where we left off. We were

talking about the Meals-on-Wheels and nutrition services under
the 4.3-percent cut.
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How will that affect the number of nutrition sites around the
country?

Mr. SUZUKI. We do not believe there will be any change in the
number of sites; in other words, there will be a reduction in the
number of meals at particular sites, but we have in excess of 14,000
sites under the aegis of the 668 Area Agencies, and we do not think
there will be any impact in terms of the reduction of sites. There
will just be a reduction-a minimal reduction, we hope-in the
number of meals.

Senator BURDICK. In other words, you are saying that the reduc-
tion in the number of meals will not necessarily mean a reduction
of sites.

Mr. SUZUKI. We have no indication, no reason to believe, that
there will be any reduction in sites.

Senator BURDICK. Well, let us look at Gramm-Rudman beyond
March 1. Suppose the law is upheld and that is the law of the land.
What happens to nutrition at that point, and Meals-on-Wheels in
particular?

Mr. SUZUKI. We have issued an allotment to States for the whole
year-that is, they know what they are getting for the whole year
with the Gramm-Rudman-Hollings reduction. Assuming that will
continue, we have signaled through our allotment process what the
States and the Area Agencies in turn can expect for the year. And
you know, that 4.3 percent had to be absorbed through three-quar-
ters of the year rather than throughout the whole year.

Senator BURDICK. Yes; but this Gramm-Rudman bill will be for
more than a few months; it is going to be a matter of permanent
legislation. What happens on a yearly basis to these nutrition
areas?

Mr. SuzuKI. Again, I think the thing was said by the other wit-
nesses-there is no way as I understand it to predict what the
shortfall will be and what the automatic provision for 1987 or 1988
will be.

Senator BURDICK. Well, we passed the Gramm-Rudman law; you
know what the cuts are going to be.

Mr. SUZUKI. As I understand the concept, it is very clear that the
budget has to be reduced to a certain level. I think the question is
in the budget process-between now and September where will
that figure be. There is no way that I know of to estimate what the
percentage cut, if the automatic provision goes into effect in 1987,
will be.

Senator BURDICK. My question assumes that Congress does not do
anything and accepts Gramm-Rudman as is. That is what I am as-
suming in my question. Then what happens to this program?

Mr. SUZUKI. Gramm-Rudman stays as is, but I am not sure what
the budget process will be for 1987. So I have no way of estimating
what the automatic provision percentage would be in 1987.

Senator BURDICK. Well, we know to keep the deficit to $144 bil-
lion, there are going to have to be some cuts.

Mr. SUZUKI. Yes.
Senator BURDICK. Yes.
Mr. SUZUKI. And as far as Senator Dodd's question, which I did

not answer, the Older Americans Act Services Program in the
President's budget for 1987 is restored back to the 1985 pre-
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Gramm-Rudman-Hollings level. So that as far as we are concerned,
in the President's budget, there is no cut predicted.

Now, what will happen under the deficit reduction act, I cannot
estimate.

Senator BURDICK. Well, you are an administrator. If Gramm-
Rudman becomes the law of the land, have you any idea how much
you are going to cut?

Mr. SUZUKI. I think we would have to predict what Congress will
do in the 1987 budget, and I do not know what that is.

Senator BURDICK. You are not listening to me. I said assuming
that is the law and we accept it, what happens?

Mr. SUZUKI. It is really the question of the percentages, and I
cannot judge that at this point.

Senator BURDICK. Thank you.
Chairman HEINZ. Senator Evans.
Senator EVANS. Mr. Chairman, let me try to clarify this. I think

that it is pretty clear from the testimony of the witnesses so far
that we will get through the 4.3-percent cutback reasonably well
for 1986. It might have been better to have a little more flexibility,
but we will make it through all right.

Now, turning to 1987, there have been a lot of horror stories
about what will happen in 1987. Gramm-Rudman only requires for
1987 that the Congress and the President submit budgets and pass
budgets that have a $144 billion limit on the deficit. And that was
not declared unconstitutional. As long as we live up to that law,
there will be no recisions by definition in 1987.

Now, it seems to me-and I would just ask all of you not to
answer, but to say if you disagree with the statement-with that
prelude, if there is a deficiency in people's minds about the budget
in any one agency, it is not Gramm-Rudman; it is the decision in
this case of the President to submit a budget that is either short or
long, the priorities are set by choice and not by anything else-it
was choice to increase the military budget and choice to decrease
some of the other budgets and choice not to raise taxes. The only
thing on which there is no choice is that the end result has to be
$144 billion. Is there any disagreement with that?

[Pause.]
Senator EVANS. OK, I think that is where we really are. So we

have full choice, just as the President had full choice. We can raise
taxes and keep programs up; we can lower the military budget and
increase the domestic budget; we can buy the President's budget in
toto. And it does not necessarily have to result in any cuts, for that
matter.

Let me ask one specific question of Mr. Knapp. On page 5 of your
testimony you suggest that there would be a recision in a little
more than $5 billion in budget authority for fiscal 1986, and that
will produce outlay savings which you characterized over the next
several years.

Recisions do not fare very well in Congress, usually. Have you
looked ahead to decide what you will do and how you will accom-
modate those expected savings in fiscal 1987 if the recisions are not
approved by Congress in fiscal 1986?
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What would you do? And I guess the figure is-you have got
outlay savings that you are expecting of $1.3 billion in fiscal 1 86
and $2.7 billion in fiscal 1987. That is $4 billion.

Mr. KNAPP. Yes, Senator, and it projects out to an outlay saving,
again from current services, of $6.4 billion in 1991, which as I said
in the statement, under the President's program and within the
Government budget as a whole, is part of the budget that is de-
signed to show a path other than automatic reductions for meeting
the deficit reduction targets.

Those, by the way, are not all housing; those are Department-
wide figures there, not just the housing programs.

If the recisions are not enacted, the outlay savings are not
achieved, which in other words is an invitation to taking the auto-
matic across-the-board cuts instead.

From our perspective
Senator EVANS. Or for Congress to pass a lower budget, and you

would have to decide where the cuts-that is what I am asking
you.

Mr. KNAPP. A lower budget somewhere else, yes.
Senator EVANS. Well, if it is within HUD, what are the lowest

priorities remaining? Where would you-if you were obliged to
make the $4 billion cuts to meet those outlay savings for 1986 and
1987, and the recision was not approved by Congress, where else
would you look?

Mr. KNAPP. Well, I think at this stage, Senator, that is pretty
much entirely within the Congress. If the Congress does not accept
the recisions, or does not enact reductions or budget authority
levels that produce those savings, we cannot just impound. So
again, we always are in a position of having to spend, having to
utilize what the Congress gives us.

Senator EVANS. Of course. I guess my direct question is if Con-
gress-and I am not on the Appropriations Committee-but if Con-
gress said to you, "we are not going to pass recision, we are now
working on the 1987 budget, and you in directing HUD are going to
be required to take what you have asked for and reduce it by $4
billion in 1987," how are you going to do it? Where is your lowest
priority, and how would you meet that alternative? You cannot put
that off on Congress if they ask you the question.

Mr. KNAPP. I would assume that we would again propose the
fiscal 1987 budget that is presented in the President's budget. It
would be more difficult to meet, because the base for it in 1986 that
is presented would not have been made, so I think there would
have to be a sharper disruption in getting there. But we have not
focused on what the priorities would be if we were going halfway
there.

Senator EVANS. I will submit a written question, Mr. Chairman,
and see if I can get a more specific answer.

Chairman HEINZ. We encourage all the witnesses to be as specif-
ic as possible in their answers.

Senator Hawkins.
Senator HAwiNS. Yes. I still have a lot of concerns about some

of the ways you are proposing to do this. I know the easy way is to
take a sliderule, or a computer, and cut 4.3 percent across the
board. But with ever-changing populations in my State of Florida,
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all cuts must be made so that the most vulnerable elderly are pro-
tected.

The Veterans Administration is going to be in chaos in my State,
because of the high proportion of retired military personnel. And it
is my understanding that if you propose to cut 4.3 percent, the
"meat ax" approach-wouldn't it be better to do high demand/low
demand, and look at each situation individually? Just take veter-
ans.

Dr. MATHER. Senator, I think you were addressing that question
to me.

Senator HAWKINS. Dr. Mather.
Dr. MATHER. I would like to respond first of all as a program

manager in a general sense and say that I think one needs, really,
at a time when resources are being reduced, or when we have dec-
remental budgets, as much flexibility as possible to make those de-
cisions as to what is going to be cut and in what category.

We do know that there are certain moneys in our health care
budget in which we would say there are fences around them. The
formulas have to apply, as Senator Heinz pointed out "the buzz
saws," in very clear ways in those appropriations.

But apart from that as a program manager, as a general state-
ment, I can assure you that decisions about where in the aggregate,
these budget reductions are going to come on a State-by-State basis
are going to be implemented on the basis of looking at workload.
Indeed, the State of Florida will not experience the kinds of reduc-
tions on March 1 as other parts of the country that do not have the
same kind of veteran workload. They do not have veterans, as it
were, beating down their doors, waiting to get into the facilities.

So in the implementation of these cuts in the present reduced
budget, it will be carefully done as to where the workload is.

Senator HAWKINS. Thank you.
But was your testimony that you were going to turn away

20,000-was that the testimony-20,000 veterans, long-term pa-
tients, turned away?

Chairman HEINZ. Last year, I think you turned 20,000 veterans
away.

Dr. MATHER. Mr. Chairman and Senator, we have consistently
said that the capacity of the VA's health care delivery system is
essentially inadequate to take care of everybody that would like to
get care in the agency; and further than that, there are certain
States, including Florida, in which there is greater difficulty in get-
ting access to care in VA Medical Centers as opposed to other parts
of the country.

In terms of an absolute figure, Mr. Chairman, we have stated
elsewhere that approximately 20,000 who were unable to get access
to the system last year. That does not mean that any veteran indi-
vidual could not have chosen to go to another VA center in another
State and obtain that care.

Chairman HEINZ. From Florida to Alaska, for example.
Senator HAWKINS. Yes; like from Florida to South Dakota. My

gosh, these people are lucky to be able to just provide the basic ne-
cessities now.

I visit on almost a routine basis these veterans hospitals in my
State. I want to tell you, if you felt wonderful and were really
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perky and wanted to have a great time that day, you would come
out of that visit feeling so miserable and depressed that you would
wonder, is this the way we want to treat those who have served our
country and risked their lives? Did they know that when they
signed up; that was part of their contract?

They wait for hours in line for their prescriptions over here,
sometimes 4, 5, 6 hours just to get a prescription. Over here is a
long line waiting for surgery. I have seen them turned away from
surgery. And only because I am recognizable, they come over and
say, "Do not believe that man in the white coat who is telling you
all this stuff. Let me tell you what really hands-on is here." And it
is miserable, and I really do not like to see us treat any class of
citizen that way, especially in the year that we are going to be cele-
brating the Statute of Liberty with the torch, "Bring me your poor,
your tired, your listless, your tempest-tossed"-and to Florida, I do
not mind, but we are going to have to have the money, and I am
going to tell you, you are in a whale of a fight with this Senator.

We are going to see that it is earmarked and goes where the
services are. And I do not care about cutting administrative costs. I
think we get a lot more today for the money than we did in the
past with the new services delivery systems that you have inaugu-
rated, and I applaud you for that. You can cut them some more
and let us have the end-product. When it comes to Meals-on-
Wheels-I am on the Agriculture Committee, and we have got so
much food in storage it is nauseating. We have hunger in Africa,
hunger in America, and we are paying outrageous storage costs on
food. We are turning away four people a day who do not have
Meals-on-Wheels?

I think we can sit down and talk to another agency that is stor-
ing the blooming stuff-where it is molding.

I mean, we do dumb things. We do dumb, dumb things in this
Government. And when you have to cut 4.3 percent, it is not much.
It really is not. And I know that is the will of the majority of the
Senate and the Congress. But I am telling you that I think there
could be a lot of economies of scale, a lot of cooperative measures,
new innovations in delivery of services that we could take care of
these people that have nobody to take care of them.

And the senior citizens of today worked. I want to tell you it is a
generation that were not on welfare. People over 65 did not have
the advantage of being on welfare. We are soon going to come into
a new system where they may have been the second generation on
welfare, but not this generation. This generation worked, saved
their money, and if God was really good to them they are going to
live to be over 85, average age 82, where they thought maybe 70.
Property taxes are escalating in every State so dramatically until,
if someone thought smart and bought a house, a little, tiny house,
they were able to provide a roof over their heads, but now they
have got to pay the taxes.

My letters say, "If I pay my property taxes, I cannot pay the rest
of my grocery bill, my utility bill.' And then they ask, "How would
you do it, Senator?" And they send me a little handwritten thing
on an envelope, "Here is what I have got. Here is what it is going
to cost, basic necessities."

60-336 0 - 86 - 4
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Where are we going to take care of these people? I know you are
an exact science department here today, and you have to make the
numbers turn out for how the Senate and the Congress vote. I
think that if it were your mother, or your father, or your grand-
mother or your grandfather, or someone else's, that we have a
great reputation in America for taking care of other countries-
and I am fed up with taking care of them and not taking care of
our own parents, whether they be veterans, mothers, grandmoth-
ers, grandfathers, whatever.

I think we have to start applying that rule wisely and well, with
great compassion to take care of this generation of people, 65 or
older, whether in my State or any State. I am just telling you I
think we can do it better, smarter, and we should.

This committee, I am sure, will see to that.
Chairman HEINZ. Thank you, Senator. Very well-said.
Gentlemen, I very much appreciate your time. I anticipate there

will be some additional questions submitted to you in writing.
Thank you very much for all your testimony and answers.
This panel is adjourned.
Chairman HEINZ. The next panel consists of Shauna O'Neil, the

president of the National Association of Area Agencies on Aging,
representing the Leadership Council of Aging Organizations. Ms.
O'Neil is from Salt Lake City, UT.

Our other witness on the second panel will be Mr. L.J. Andolsek,
the president of the National Association of Retired Federal
Employees.

The Chair would observe, as he watches the six witnesses plus
assistants leaving, that there were either a lot of "costs" or a lot of
"savings" sitting right in front of the Chair and the members of
the committee earlier today.

I am advised that Mr. Andolsek has a board meeting that he
must attend to, and if Ms. O'Neil would not mind, I would like him
to present his testimony first, if that would be all right with you,
Ms. O'Neil.

Ms. O'NEIL. That is fine.
Chairman HEINZ. Mr. Andolsek, welcome. Thank you very much

for being here. Please proceed.

STATEMENT OF LJ. ANDOLSEK, PRESIDENT, NATIONAL ASSOCIA-
TION OF RETIRED FEDERAL EMPLOYEES, WASHINGTON, DC,
ACCOMPANIED BY JUDY PARK -
Mr. AxDoisEx. Thank you, Mr. Chairman, very much. I have an

executive board sitting downtown waiting for me, so I am going to
leave my legislative expert behind to answer any questions that
the committee may have.

Chairman HEINZ. Very well.
Mr. ANDoiaEX. The National Association of Retired Federal Em-

ployees, commonly referred to as NARFE, appreciates the opportu-
nity to present our comments on the effects of the Gramm-
Rudman-Hollings amendment on one group of older Americans, the
2 million civil service retirees and survivors whom our organization
represents.
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Since NARFE has just this week celebrated its 65th anniversary,
and is therefore itself a senior citizen, it is perhaps fitting that we
present testimony today before this Special Committee on Aging.

We feel certain this committee, perhaps more than any other,
recognizes the importance of protecting the purchasing power of re-
tirement income. It was in this important area that Federal annu-
itants were the first Americans to be directly affected by the pas-
sage of the Gramm-Rudman-Hollings deficit reduction scheme. The
enactment of this controversial law abruptly withdrew the January
1986 cost-of-living adjustment, COLA, which had earlier been prom-
ised Federal retirees, just 3 weeks before it was to be paid and after
the actual December 1, 1985 effective date.

Consequently, when January annuity checks were received, mil-
lions of Americans who had spent careers working for their Gov-
ernment in civilian and/or military service were denied the same
3.1 percent COLA which was being reflected in the retirement ben-
efit checks of their neighbors who had worked in the private sector.

Who are these Federal annuitants? What makes them different
from other retirees? Is it age? Well, the average age of the nondis-
abled annuitant on the rolls last year was 68 according to the
Office of Personnel Management, and the average age of the civil
service survivor is age 70.

Is it the benefit level? Well, the average annuity is less than
$1,200 a month of fully taxable benefits, and the average survivor
benefit is less than $500 a month.

Surely, these people are not significantly different from the pri-
vate sector retirees who held similar jobs and worked full careers
under Social Security and company pension plans.

What, then, is the difference? We submit the difference is as
subtle, yet as destructive, as the roots of any form of discrimina-
tion. It is the many blaming the few for the problems of all. It is
the strong attacking the weak to achieve easy victory. It is dividing
the elderly by denying inflation protection to some. But above all,
it is wrong. it is morally wrong. Inflation does not discriminate,
and neither should inflation protection.

Federal retirees, like all older Americans, are clearly aware of
the massive deficit problem which plagues our Nation, and they
are willing and anxious to do their share to reduce that deficit.
Since April 1983, inflation has reduced a person's power of the
dollar by 10 percent, yet since that time, Federal retirees have re-
ceived only one COLA of 3.5 percent. Thus, the Civil Service Retire-
ment COLA, often criticized as "overgenerous," has forced retirees
to swallow 65 percent of the inflation occurring over the past 3
years.

And the adverse effect of the Gramm-Rudman-Hollings amend-
ment can cause further damage. If the automatic cutback proce-
dure of the law is activated over the next 5 years, the purchasing
power of annuities would be reduced by yet another 16 percent, ac-
cording to a congressional study.

Federal retirees, like all older Americans, have a strong sense of
fairness. That principle has been violated by the politically-maneu-
vered COLA policy. Rather than equally "sharing the pain" of defi-
cit reduction, Federal retirees are "bearing the pain" of denied in-
flation protection while others are protected.
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Last year, during the budget reconciliation process for fiscal year
1986, Congress went on record in favor of equal inflation protection
for all the Nation's elderly. However, that policy was drastically re-
versed in December by the enactment of the Gramm-Rudman-Hol-
lings amendment.

Now, coupled with the very real threat of continued erosion of
purchasing power, Federal retirees, along with other senior citi-
zens, are facing drastic cutbacks or total elimination of community
programs which serve the elderly. Thus, as Congress considers the
Nation's budget for the upcoming fiscal year under the constraints
of election year politics and the Gramm-Rudman-Hollings amend-
ment, we urge this committee to do all it can to-we beg this com-
mittee-to do all it can to see that deficit reduction does not dispro-
portionately impact the earned retirement income of any one seg-
ment of older Americans, nor the proven and necessary programs
which serve them well.

Thank you very much, Mr. Chairman.
Chairman HEINZ. Mr. Andolsek, thank you very much for being

with us. I hope you get to your board meeting on time.
Mr. ANDOLSEK. We will.
Thank you.
[The prepared statement of Mr. Andolsek follows:]



97

NATIONAL AssocIATION OF RETIRED FEDERAL EMPLOYEES
1533 Na. H.s,;g Av-. N.W ..Wseas~ 0 D.C. 20036 ASCA C... (Z02) 234 0JZ

STATEMENT OF
THE NATIONAL ASSOCIATION OF RETIRED FEDERAL EMPLOYEES

BEFORE THE
SENATE SPECIAL COMMITTEE ON AGING

ON THE
EFFECT OF THE GRA.MM-RUDMAN-HOLLINCS AMENDMENT ON

CIVIL SERVICE RETIREES

Friday, February 21, 1986

The National Association of Retired Federal Employees (NARFE) appreciates

the opportunity to present our comments on the effects of the Cram-Rudman-Hollings

Amendment on one group of older Americans, the 2 million civil service retirees

and survivors who our organization represents. Since NARFE has just this week

celebrated its 65th anniversary, and is therefore itself a senior citizen, it

is perhaps fitting that we present testimony today before this Special CommfIttee

on Aging.

We feel certain that this Committee, perhaps more than any other, recognizes

the importance of protecting the purchasing power nf retirement income. It

was in this important area that federal annuitants were the first Americans

to be directly affected by the passage of the Gramm-Rudman-Hollings deficit

reduction scheme. The enactment of this controversial law abruptly withdrew

the January 1986 cost-of-living adjustment (COLA) which had earlier been promised

federal retirees, just three weeks before it was to he paid and after the actual

December 1. 1985 effective date. Consequently, when January annuity checks were
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received, millions of Americans who had spent careers working for their Govern-

ment in civilian and/or military service were denied the same 3.11 COLA which

was being reflected in the retirement benefit checks of their neighbors who had

worked in the private sector.

Who are these federal annuitants? What makes them different from other

retirees? Is it age? Well, the average age of the non-disabled annuitant on

the rolls last year was 68 according to the Office of Personnel Management, and

the average age of the civil service survivor was 70.

Is it benefit level? Well, the average annuity is less than $1200 a

month of fully taxable benefits, and the average survivor benefit is less than

$500 a moeth. Surely these people are not significantly different than private

sector retirees who held similar jobs and worked full careers tnder Social

Security and company pension plans.

What then Is the difference? We submit the difference is as subtle, yet

as destructive, as the roots of any form of discrimination. It is the many

blaming the few for the problems of all. It is the strong attacking the weak

to achieve easy victory. it is dividing the elderly by denying inflation

protection to some. But above all, it is wrong. Inflation doesn't discriminate;

neither should inflation protection.

Federal retirees, like all older Americans, are clearly aware of the

massive deficit problem which plagues our nation, and they are willingito do

their share to reduce that deficit. In fact, they already have contributed a

great deal towards reducing spending through past COLA cuts and delays, only

to see deficits continue to rise.
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Since April 1983 inflation has reduced the purchasing power of the dollar

by 101. Yet since that time federal retirees have received only one COLA of

3.51. Thus the Civil Service Retirement COLA, often criticized as -overgenerous',

has forced retirees to swallow 652 of the inflation occurring over the past

three years.

And the adverse effect of the Gramm,-Rudman-Hollings Amendment can cause

further damage. If the automatic cutback procedure of the law is activated

over the next five years, the purchasing power of annuities would be reduced

by yet another 16 percent according to a Congressional study.

Federal retirees, like all older Americans, have a strong sense of fairness.

That principle has been violated by the politically maneuvered COLA policy.

Rather than equally -sharing the pain- of deficit reduction. federal retirees

are 'hearing the vain- of denied inflation protection while others are protected.

Last year, during the budget reconciliation process for fiscal year 1986,

Congress went on record in favor of equal inflation protection for all the

nation's elderly. In May 1985, the Senate voted overwhelmingly to treat Social

Security and Civil Service COLAs alike. In July, the House passed a motion

that also supported equal inflation protection. However, that policy was

reversed in December by enactment of the Gramm-Rudman-Hollings Amendment.

Now, coupled with the very real threat of continued erosion of purchasing

power, federal retirees, along with other senior citizens, are facing drastic

cutbacks or total elimination of community programs which serve the elderly.

Thus, as Congress considers the nation's budget for the upcoming fiscal year under

the constraints of election year politics and the Cramm-Rudman-Hollings Amendment

we urge this Committee to do all it can to see deficit reduction does not

disproportionately impact the earned retirement income of any one segment of

older Americans, nor the proven and necessary programs which serve them all.

We appreciate this opportunity to appear before you today.
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Chairman HEINZ. Ms. O'Neil.

STATEMENT OF SHAUNA O'NEIL, PRESIDENT, NATIONAL ASSO-
CIATION OF AREA AGENCIES ON AGING, REPRESENTING THE
LEADERSHIP COUNCIL OF AGING ORGANIZATIONS, SALT LAKE
CITY, UT
Ms. O'NEIL. Thank you, Mr. Chairman. I am very honored to rep-

resent the Leadership Council of Aging Organizations, and particu-
larly Mr. Jacob Clayman, our current president, who is unable to
attend today.

Since the first time the debate or consideration of the proposal
for the Gramm-Rudman-Hollings amendment was proposed, the
Leadership Council has been severely concerned about how the def-
icit reduction plan would impact seriously programs which serve
the elderly population.

Because our organizations exemplify a wide variety of interests,
we have examined the impact of the proposal and of the amend-
ment on programs as varied as Social Security, Medicare, Medicaid,
and the Older Americans Act, among other programs.

While we were very pleased that Congress exempted certain pro-
grams, particularly those targeted toward income security and
some of the major programs targeted toward the PRO, we are
highly concerned that not protected, our community-based services
to help older Americans remain in their homes and to support
services to assist their families who are caring for their elderly
relatives.

In Salt Lake County, which is the area agency I direct, we serve
18,000 persons each year. We have, in addition to the Older Ameri-
cans Act, funds from several other Federal programs. We also have
generous contributions from the State of Utah, Salt Lake County,
and seven municipalities within the county.

We provide a wide variety of services to the elderly: transporta-
tion; in-home services such as chore and home repair; case manage-
ment services; health screening clinics; both congregate and home-
delivered meals, senior citizen centers.

As we consider the impact of the Gramm-Rudman-Hollings Act
upon these programs, we must recognize that it is not only the
meals programs that will be impacted, but also support services
will be significantly impacted as well.

If Gramm-Rudman-Hollings goes completely into effect, my
agency will lose $802,000. There is no way that my agency, which
just exemplifies the agencies such as ours throughout the country,
can continue to meet the needs of the existing aging population, let
alone the growing needs with that type of budget cut.

We recognize and are very grateful for the fact that most care
for the old-old, the frail, is provided by family members. But we
also recognize and deal daily with the problem of caregivers who
are themselves old; children who are 60 and 70 years old, caring for
their parents.

We recognize that women are working and no longer are home to
care for their families, and also that caring for elderly relatives
often places extremely difficult burdens and choices between the
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needs of the young, the children, the teenagers, and the needs of
the grandparents.

We work daily with many people who are struggling valiantly to
care for their elderly relatives, such as a 73-year-old woman who is
so severely crippled with arthritis that she cannot walk without
the assistance of a walker. She is caring for her husband, who is 75
years old and has suffered five strokes and has very severe physical
as well as mental limitations.

As she says, "We have been married 53 years. All we want is to
be together.'

My agency provides that couple with daily nursing care for the
wife-she provides all the care for the husband-and two home-de-
livered meals. With this small amount of support, we are keeping
two people from nursing home care.

The Gramm-Rudman-Hollings impact will compound the very se-
rious problems we are facing because of the rapid growth of the
aging population. We expect that population of over 85 to double
between the years 1980 and 1990. This, of course, is the most vul-
nerable, the most likely to need significant services.

States and local communities are trvine and will trv to do what
they can to pick up this burden. But the reality is that it is foolish
and very poor policy to assume that if the Federal Government
drops its burden that it will be able to be picked up on the local
level.

In addition, area agencies have experienced tremendous growth
in programs and program utilization since the implementation of
the diagnostic-related groups. The University of Texas last year
documented substantial cost-shiftings from existing programs to
other services to provide in-home services such as skilled nursing,
homemaker, personal care and other similar services. These serv-
ices are preventive. They are designed to keep people in their
homes and to prevent or delay institutionalization.

An area agency in Minnesota reports it is able to keep people in
the community for $400 a month. If they move into an institution,
it will cost us as taxpayers between $1,700 and $1,800 per month.

My agency has experienced exactly similar patterns of cost-effec-
tiveness in its program that it has operated since 1977.

There are no easy alternatives. Those who tell you that there are
are fooling themselves and trying to fool you. We have already lim-
ited eligibility where it is appropriate. We use volunteers very
widely and very creatively. We have implemented and provided
support to support groups to extend the protection and the effec-
tiveness of caregivers.

We have done marvelous things, as Mr. Suzuki said, with produc-
tivity improvement, but that can go just so far, and it cannot be
continued forever. That particularly is true in the Meals Program
if the recision in commodity reimbursement which the President
has requested is implemented.

Also, project income cannot increase forever. Every time we have
increased requests for donations, I have seen a drop in participa-
tion by low-income. Medicare increases, the reduction of other serv-
ices such as we have talked about this morning, will have signifi-
cant cost impacts on the elderly consumer which cannot be ig-
nored.
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Gramm-Rudman-Hollings will only compound the negative
impact of some already troublesome trends. The rapidly increasing
size of the frail older population; reduced services to meet the
needs of this population, and the lack of public understanding
about the major burden these shifts will make on our Federal,
State and local governments.

Instead of talking about reductions in services for older people,
we really must be talking and need to consider increases in these
services, because we do have an ever-increasing vulnerable popula-
tion. We cannot let Gramm-Rudman-Hollings continue to erode a
very limited support system for those who need to remain in their
communities.

If we cannot adequately care for older persons who have gone
ahead of us, what kind of a message are we sending to those who
are behind us?

Thank you.
[The prepared statement of Ms. O'Neil follows:]
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Prepared Statement of Shauna O'Neil

EFFECTS OF GRAMM-RUDMAN-HOLLINGS ON AGING PROGRAMS

Mr. Chairman. i a Shauna O Neil, President of the Board of Directors of the

of the National Association of Area Agencies on Aging (NAAAA) and Director of

the Salt Lake City Area Agency on Aging. Today I am representing the

Leadership Council of Aging Organizations (LCAO). I an making a statement for

Jacob Clayman. the current Chairman, who is unable to attend this hearing.

The Leadership Council of Aging Organizations. is a coalition of thirty

national groups which represent or serve the aged. My written statement

contains a list of member organizations. LCAO is concerned with the well-

being of the nation's elderly, and the effect of Federal policy on individual

elderly people and those who endeavor to meet their health. financial and

social needs.

The Leadership Council members have long been concerned about the fiscal and

budget priorities which have been driving up the Federal deficit. As

individual organizations and a coalition, we have testified before Congress on

the impact that budget cuts would have on programs for the aged. These

concerns have not changed. Something new has been added! The Gramm-Rudman-

Hollings Balanced Budget and Deficit Reduction Amendment of 1985. We are now

concerned about the effect that this legislation will have on elderly

recipients of aging programs, many of whom are needy.

Since the early debate on the proposal, the LCAO has been concerned about how

the deficit reduction plan would reduce funding to these critical progrems.

Because the work of LCAO groups encompasses a very broad range of areas. we

examined the potential impact the proposed legislation would have on programs
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as varied as Social Security, Medicare, Medicaid. the Older Americans Act,

Food Stamps. Social Services Block Grants, Rural Housing. Research, and many

others. Some of these programs had already been subjected to budget

reductions over several fiscal years. We believed the additional cuts could

destroy their capacity to protect their beneficiaries.

We were pleased that Congress exempted certain programs, especially those

targetted toward income security and some of the major programs that serve the

poor. In the rush to adopt a deficit reduction remedy, there was a great deal

of uncertainty in and out of Congress (and there still is) about how the plan

would work. One thing was clear, however! the plan would drastically reduce

the deficit, one way or another.

Gramm-Rudman-Hollings is now law, and we, as well as many others, are still

examining the potential impact of this landmark plan. At this point. the

evidence of the impact is becoming clearer. Whether or not a program is in

category 1, IA, or 11, we are discovering. program budgets can be cut back

either through the March 1 sequester order. automatic cuts, future

sequestration, or budget reconciliation. In short, no program is truly

protected.

A major segment of services assisting older persons has not been protected by

this legislations community services helping older persons remain independent

in their own home and the support services to assist their family care givers.

In Salt Lake City, our agency serves 18.300 older persons not only through
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Older Americans Act funds, but also through such programs as Social Services

Block Grant, Community Development Block Grant, Community Services Block

Grant. Jobs Training Partnership Act. Foster Grandparent Program and many

others including state, county and municipal support from nine communities.

The community services provided through these resources include such programs

as employment services, transportation, in-home care such as chore services

and minor home repair, alcohol and drug abuse prevention programs, family

support groups for alzheimer disease victims, health screening clinics and

many others. These dollars totaling $4.6 million (and of which only $1.3

million are Older American Act funds) are a very small investment for the

numbers of persons benefiting within our communities. The projected cuts

legislated by Grams-Rudman-Hollings over the next four years would cut

programs in my community alone by $802,000 thousand, reducing community

services by one quarter and causing the possible elimination of some services

altogether.

We know, and the press has been recently highlighting the fact, that the

financial and social conditions of many older persons have improved as a

result of national policies that have assisted them In planning for a more,

secure retirement. Social Security has worked and together with SSI has

established an economic floor for the elderly. Medicare has accomplished what

is was designed to do.

However, there are growing numbers of the older population who are not

adequately protected by these programs, either because they have slipped

3
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through eligibility criteria, were covered by spouses who have died, or have

experienced multiple problems which have caused a variety of needs not

addressed by these programs. Although only five percent of the older

population is institutionalized at any one time. many more suffer from long

term chronic illnesses in later life. Without minimal, strategically targeted

assistance, these frail older persons may deteriorate to the point where

expensive institutional care is required rather than coimnunity support

services, which can be less expensive.

There is a growing segment of the older population that is termed as "frail"

and the "old/old" who are more vulnerable and thus in need of community

assistance. it is important to note that most care for persons who remain In

their homes, is not provided by the government but rather provided by family

members. However, many family care givers, some of whom themselves are

elderly, may be in need of assistance such as respite care, or in-home care

training to continue to provide their critical support. Additionally, as more

women return to the work force, they are no longer able to assure full time

care of older family members as was once the case.

An example of the family care giver "bind" can be shared from our caseload in

Salt Lake City. A 73-year old woman with severe arthritis has been the

primary care giver for her husband. Three years ago he suffered five strokes

resulting In visual and Intellectual impairment. He was eventually placed in a

nursing home, as at that time she was unable to provide primary care due to

her own physical limitations. They have been married for fifty-three years

and desperately wanted to be together. She told her husband that if he was

4
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able to walk across a room, and able to do his own toileting. she would take

him home. He eventually made those improvements through rehabilitation. We

now provide chore services in their home, for her, providing bathing

assistance, thus allowing her to remain In her own home as primary care giver

of her husband.

While certain benefit programs for the elderly are exempt from automatic cuts,

we must dispell the notion that all older persons are protected or have

escaped the cuts under Gram.-Rudman-Hollings. The frail and needy elderly are

In need of assistance beyond what Individuals have been able to protect

themselves by. through contributions to Social Security. The protections for

Social Security, Medicare. Medicaid. and SSI within Graiml-Rudman-Holllngs do

not assist this portion of older persons in need of financial assistance, in

need of community health care, or simply in need of assistance finding

appropriate information or help through the complicated maze of services

available.

The impact of Graris-Rudman-Holings over the next five years, will imperil

many older Americans at a time when the demand for supportive community based

services Is increasing significantly. According to the recent publication

Aging in America Trends and Projections, by 1990 when the cumulative deficit

cut will total nearly 44.52, the number of persons 85 years of age and older

will nearly double from 2,240,000 in 1980 to almost 4.5 million. It Is this

age group that needs more In-home services, and yet is less likely to be able

to afford them. At a time when the most vulnerable of the old are Increasing.

It is absolute folly to consider cutbacks. The result will only be to cause

5
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greater costs in other programs by creating more people with eligibility for

subsidized welfare. To believe that the shortfalls will be picked up by the

states and the private sector is a fantasy.

Area Agencies on Aging have experienced tremendous growth in the utilization

of their services as well as the creation of new programs which are primarily

targeted towards the frail hamebound elderly. Agencies report that they are

spending a disproportionately higher percentage of their funds on services for

the frail homebound person. According to a national study conducted by the

University of Texas Health Science Center in 1985 studying the effects of

Diagnostic Related Groupings on the community-based long term care system,

Area Agencies on Aging have shifted funds from other programs to in-home

skilled nursing services, increasing them 196%. Expenditures for housekeeping

and personal care services have increased by 69.2% and 63% respectively. These

increases reflect new demands on the community-based system, and the demand

for these services through Area Agencies on Aging will continue to Increase as

a result of deficit cuts in community health care programs. Please note that

these shifted funds are not additional monies which respond to increased need

occasioned by the ORG's. but rather funds taken from existing social services,

shifted to cover expenses formerly covered by Medicare.

Services funded by many of the federal sources that are returned to local

communities, such as the Older Americans Act, Social Service Block Grant (part

of the Social Security Act), etc. are preventive in nature; they are designed

to keep older persons independent and in their own homes for as long as

possible and have become a cost-effective alternative to early or unnecessary

6
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placement in an institution. By reducing the amount of funds available for

preventive services, more and more older persons will be required to seek

placement in nursing homes. Paying one dollar now is more fiscally

responsible than paying four dollars later. This point has been made by an

Area Agency on Aging in Minnesota who reports that providing alternative

services for an older person costs approximately $400 per month. compared with

the $1700 to $1800 per month for nursing home care. My agency has also

validated this finding through a state funded program we have operated since

1978.

It is very distressing to see critical community services eliminated by Gramn-

Rudman-Hollings, but remember too that even those programs as declared exempt

will suffer cuts, negatively impacting older persons. To illustrate, here are

a few examples

Social Security is described as a totally exempt program. The

exemption however refers only to cash benefits, not to the

administration of the program. While this exemption protects

retirees' income, it does not protect them from loss of access

to Information or access to Social Security personnel, the

secondary effects of which could result in benefit loss or

delay of rightful benefit. The Gramm-Rudman-Hollings March 1

sequestration order is expected to force the closing or

down-grading of Social Security offices and a reduction in

personnel.
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Medicaid is also reported to be an exempt program. However,

the President's FY 1987 budget proposals, which the White House

reports meet the Gramm-Rudman-Hollings deficit targets. would

make deep cuts In domestic program funding. The Medicaid

Federal contribution however is not exempted from cuts. and the

President would cut the program by $1.3 billion In FY 86 and by

S17 billion by FY 91.

Medicare is in the special category IA. The automatic cuts are

to be made only in provider payments. not In benefits.

Secondary impacts of such cuts are anticipated; providers,

already stinging from reimbursement freezes, may be unwilling

to accept Medicare patients. The President's FY 86 budget, In

addition, requests an unprecedented cut in Medicare spending

over five years, totalling $55 billion. $20 billion of this

reduction would be derived from new revenues through higher

Part B premiums and deductibles as well as a new home health

care co-payment requirement.

Medicare contractor funding (the Insurors who pay the bills for

Medicare) is being reduced by the March 1 orders the result.

and the alleged order from Health Care Financing

Administration, is that contractors are being advised to "pay

claims at a slower rate". This applies not Just to doctors,

hospitals, etc. but to elderly who file their own claims for

bills from doctors and medical suppliers who do not accept

assignment. Thirty percent of claims are filed directly by

beneficiaries.

8
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Our agency has taken seriously the need to conserve limited federal funds. We

have already taken the obvious steps to stretch our resources. We have

tightened service eligibility where possible, we utilize over 1,800 volunteers

and continue to use their energies in creative wayst additionally, we have

implemented support groups to expand the use of family and neighbor care

givers. We are now operating with minimal resources compared to demand. and

are running out of ideas to expand our services to meet these ever increasing

demands.

Gramn-Rudman-Hollings will only compound the negative impact of some already

troublesome trends-the rapidly increasing size of the frail older population,

reduced services to meet the needs of this population, and the lack of public

concern about the major burden these shifts will make on our federal, state

and local governments. instead of talking about reductions in services for

older persons, we should be planning for responsible ways to supply even more

needed services to this ever growing and needy population. We cannot let

Gramm-Rudman-Hollings continue to erode a very limited support system for

needy older persons. If we cannot adequately care for older persons who have

gone ahead of us, what kind of a message are we sending to those who are

coming behind?

9
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National Association of State Units on Aging
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Chairman HEINZ. MS. O'Neil, thank you very much.
You come from an area of Salt Lake County in Utah which, be-

cause of the very strong family relationships that Mormons in gen-
eral have and have maintained, has many advantages over many
other communities where family ties are not nearly so strong. Yet,
even in the area in which you work, you cite the increase in need.
You also make mention of the impact of other Government policies
such as the Prospective Payment System on hospitals which is, in
most States where we have information, increasing the burden for
nursing home care and home health care on the population and
the caregivers generally.

The Older Americans Act, which is a very modest-sized program,
and the area agencies on aging which you as a specific provider
represent one of in Salt Lake, are a multipurpose tool. One pur-
pose, of course, is to serve those elderly who are either indigent or
who are most at risk because they do not have family caregivers to
help them. A second element is preventive, to prevent unnecessary
and very costly to some-often the taxpayer-institutionalization,
to prevent descent down the economic ladder into poverty and sub-
sequent dependence on costly Government programs such as Med-
icaid, SSI, food stamps, subsidized Government housing, all of
which we maintain and we like to think as a safety net for people,
both old and less-than-old, who have run out of luck for one reason
or another.

So you have a massive mandate that has been put upon you. And
you indicate that your loss of roughly $102,000 a year will substan-
tially hurt your mandate.

I would like to ask you more specifically how you will go about
implementing, what choices you will make in having to apply that
$102,000 reduction.

For instance, are you going to have to reduce the number of
homes or individuals that you serve, or will you try to lower the
amount of service you provide-will the visiting nurse come, in-
stead of daily, every other day? How will you move funds from one
program to another? Can you move funds from one program to an-
other? How will you face this challenge?

Ms. O'NEIL. Inevitably, Senator, it will require some very diffi-
cult and very painful decisions. It will be impossible to implement
those kinds of cuts without a reduction in the number of people we
are currently serving.

We work very hard, and we pride ourselves on the fact that
when we order services for a person, we are doing it at a minimal
level. We work very, very hard to keep the family involved and
provide only those services that are necessary to supplement the
family's involvement.

So we are not providing an excess level in which it would be un-
reasonable to cut it back. Obviously, in a Home-Delivered Meal
Program, for example, you cannot deliver a meal every other day;
a person must eat every day.

There will be programs cut out entirely, I am sure, because pro-
grams can only be cut to a certain point, and they become terribly
cost-ineffective.

The process we will go to-I am very pleased to have a very ef-
fective Advisory Council that has a good sense of the community-
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we will work with the Advisory Council, we will work with senior
citizens and further hone our priority listings and we will have to
make cuts based on that.

But there is no way to cut these programs without very great
harm to people we are now serving, without additional waiting lists
being established, without great harm to individuals.

Chairman HEINZ. Now, Mr. Suzuki in his testimony indicated
that there would simply be nothing to worry about; just four meals
less per day at each site. You were here, I suspect, when he testi-
fied. Is he right, and what does that mean, four meals per day less
at each site? Does that mean we will close some sites? Does it mean
we will turn four people per day away? What is going to happen?

Ms. O'NEIL. I was disturbed by Mr. Suzuki's comments in that he
only highlighted the impacts on the Meals Program, because there
will be impacts on support services which are necessary also for in-
dividuals to remain in the community.

Four meals per day per site in my county would be 64 meals a
day. The impact is-the reality is that the Meals Programs, both
for Home-Delivered Meals and Congregate Meals are growing, they
are not diminishing. They are not even remaining static.

We are at most a medium-sized county. We estimate, however,
that the number of elderly people in my community grows at a
rate of seven persons per day, and that is not in migration; that is
purely the number of people who turn 60.

So that what that means is we will be closing sites, we will be
limiting participation, putting caps on the number of meals which
can be served. It also means, as I said, other services will be re-
duced.

Chairman HEINZ. Now, these cuts are supposed to go into effect
on a day-certain. They are not in effect on February 28. They are
in effect on March 1. What will you have to do differently on
March 1 than 7 days from now?

Ms. O'NEIL. The reality of the 4.3-percent cut on March 1, since
the program year begins on October 1, is that we are really facing
more of an 8-percent cut than a 4.3-percent cut, since half of the
money has been spent.

As I stated, we will be reducing services. In my own community,
I cannot define exactly what services those are. My Advisory Coun-
cil is meeting today to start making some of those decisions.

Throughout the country, the changes are going to be different
from one community to another, because one of the strong points of
the Older Americans Act, as you know, is the degree of local con-
trol.

The National Association has received indications, however, that
particularly in rural communities, there will be congregate meal
sites closed, and there will be other services closed as well.

Chairman HEINZ. Your statistics are indeed fascinating. You in-
dicate that the service demand just in your area-and you are by
your own admission a moderate-sized area-is growing at the rate
of seven persons per day.

Ms. O'NEIL. That is the number of eligible people.
Chairman HEINZ. Of eligible people. What proportion of these eli-

gible people probably need your services?
Ms. O'NEIL. Probably 10 to 15 percent.
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Chairman HEINZ. 10 to 15 percent. What you are saying is that
you will have an increase in need of maybe 12 or so people between
now and March 1, at which point you will have to stop serving-
you will not be able to serve them, and you will have to stop serv-
ing an additional 64 people.

Ms. O'NEIL That is true.
Chairman HEINZ. Which means if you multiply that by the sum

of 600 or 700 Area Agencies on Aging, you begin to get a pretty
large figure of people who are vulnerable, at risk, poor, faced with
inappropriate and costly institutionalization, or any of the other
kinds of problems.

I think the message of Gramm-Rudman-Hollings and the mes-
sage of the 4.3 percent cut is that if Congress does not do its job,
and if the President does not do his job, if we do not find a way to
reduce the budget deficits to acceptable levels-and I do not know
of anybody who thinks that $144 billion is anything to be proud of;
it is lower than what we have got, but it is a lot higher than most
people would like to see we will see more of the irrational results
of the Gramm-Rudman triggers. Of course, the point is that the
Congress and Government generally has just failed to own up to
deciding what it is it wants to pay for and what it is it does not
want to pay for.

We have had 3 or 4 years of fairly decent economic growth-at
least, we expect this year to be a very good year. There is not a
very good reason to be running deficits of the rate we are running
them, in relatively good economic times.

Yet, Congress has chosen to spend and pass on to other genera-
tions the cost of its profligacy, which is considerable when you real-
ize that this year, interest on the national debt will total $200 bil-
lion-almost overtaking the entire costs of and outlays of the
Social Security System. If we continue for another 1 or 2 years at
the rate we are going, the debt service will be larger than the
Social Security System, which is the second largest program that
we have-the largest overall is the defense budget. That represents
a permanent burden on the Federal budget, a permanent invasion
of our ability to provide for the needy, for the inner cities, for
health research, for things that we know are investments in the
future, such as education.

One thing we know, the larger that debt service gets, the less we
will be able to make long-term investments for the future of this
country. That is precisely how your kids, my kids, and their grand-
children will pay a price. They will be less well-educated, they will
be less well-housed, they will have less access to transportation,
they will have less of everything that we would like to provide.

Therefore, we all realize that it is time to get serious, but for the
last 2 or 3 years, Congress has been ducking getting serious. Of
course, the purpose of Gramm-Rudman-Hollings is to force Con-
gress to make decisions and make some modest changes in deficit
levels which will, over a 5- or 6-year period of time, mount up to
making major contributions to get us off this path that leads to a
good deal of very serious undermining of the human resources of
this country down the road.

What we have tried to do in this hearing today, and I hope we
have been successful, is to illustrate that if the second barrel of
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Gramm-Rudman-Hollings is allowed to fire in the fall of this year,
there will be some very irrational, serious casualties. You, the Fed-
eral retirees, the other programs that are within the overview and
jursidiction of this committee as we have evidenced today, do pro-
vide some very necessary services. There are clearly disparate ef-
fects, whether it affects the Federal employees and not the Social
Security recipients and not the private pension beneficiaries and so
forth, there is a tremendous amount of arbitrariness built into the
process, which of course is the whole point. The solution is not to
be arbitrary. It is my hope that we will see a budget solution that
will avoid the kinds of insipient, arbitrary, irrational results that
you all have testified to here today.

So I am deeply grateful to all of you. If there is anything either
of you wish to add, I would be pleased to receive it.

Ms. Park.
MS. PARK. Senator, I would just like to comment that aside from

the COLA cut that was addressed by President Andolsek in his tes-
timony, contrary to a lot of public opinion, the Federal retirees are
not just the healthy and wealthy-they are indeed a cross-section
of the rest of the aged society, and as such, depend every bit as
much on many of the services in equal numbers as Ms. O'Neil
pointed out earlier. We are every bit as concerned with the reduc-
tions in those services, that is indeed just another layer of cuts,
that this group of people along with all of the other senior citizens
in this Nation will have to bear.

Chairman HEINZ. That is a well-taken point. I think you can find
studies to show that Federal employees are certainly no better off
than any other class of retired employees. I am glad you put that
on the record, because it is true.

Than!: you both very much. The hearing is adjourned.
[Whereupon, at 1:10 p.m., the committee was adjourned.]
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1. You stated in your testimony that you did not have a great deal of
discretion in implementing required Gramm-Rudman cuts. To the
limited extent that you (or the Department of Health and Human
Services) may have had discretion to administer the required cut,
did certain elements of your budget take disproportionate
percentages of the 4.3% cut? If so, where did these cuts come
from and could you offer an explanation of the rationale behind
these decisions.

Policy guidelines required that the 4.3% cut be applied equally
across all mechanisms, therefore no specific mechanism (research
grants, training, contracts, etc.) was cut more than any other.
Research programs (as opposed to research mechanisms) will be
affected differentially. For example, Alzheimer disease research
supported through research project grants will be maintained at
the highest possible level. This will be accomplished by
reductions in other program areas which, though of importance to
the wellbeing of older people, are of lower priority than
Alzheimer disease research. Examples of these include research on
aging aspects of pharmacology and gastrointestinal diseases. By
contrast, Alzheimer disease research supported through center
grants, specifically the Alzheimer Disease Research Centers
(ADRCs), cannot he protected In the same way as almost the entire
dollar amount in the centers line is devoted to ADRC funding.

2. Last May, we joined 9 other members on the Aging Committee in
writing to the Chairman of the Appropriations Committee, Senator
Hatfield, and urged his support of a supplemental appropriation of
$1.6 million for the five original Alzheimer's Disease Research
Centers. We asked for this funding because these Centers were
underfunded. There appears to be A dispute about whether or not
the 1986 and 1987 Oramm-Rkudman cuts will affect important research
now underway at the Centers. We would like you to clarify this
matter. What impact do you expect?

The 10 NIA ADRCs have never been funded at Lhe full recommended
level. The ADRC directors have used a variety of methods to
minimize the effects of these short-falls, including delaying the
hiring of personnel essential to some projects, delaying the
purchase of some equipment, postponing the start of some projects,
and/or reducing the number of patients being studied or recruited
for the clinical studies. The cuts required by the budget
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reduction legislation further reduce the available funds.

Will centers be forced to curtail specific research projects? If
so, can you give some examples?

Typically, the 10 ADRCs have delayed the start of pilot projects.
These are projects which require small investments of time (one to
two years) and money ($10,000 to $30,000). Pilot projects are
designed to provide start-up funds for a new idea or to serve as a
quick way of checking the validity of a hypothesis.

Another strategy used by the ADRCs has been to reduce the number
of patients being studied. At the Harvard University ADRC several
projects scheduled to start In FY 1986 are being delayed. These
include a project to determine whether there are subgroups of
patients within the classification of Alzheimer disease, and to
follow Alzheimer disease patients across time to identify possible
behavioral and biological correlates of specific subgroups; a
project to study the chemistry of neurofibrillary tangles, the
primary brain pathology in Alzheimer disease; and a project to
attempt the isolation of a specific and unique DNA fragment from
the genome of patients identified as manifesting familial AD.

At the University of Southern Caltfornia ADRC, not only will the
start of projects related to the molecular biology of Alzheimer
disease be delayed, but clinical studies being done with patients
will be effected. This center had expected to study 13 patients
per year, including clinical assessment with a final autopsy.
Because of the tremendous desire of the family members to enroll
in these studies, there have been over 40 patients during the
first year of study and a large number of brains have been
obtained for neuropathological studies. At current funding
levels, these brains will not be studied, thus losing the
opportunity to compare the pathological findings with a wealth of
clinical data on these patients.

3. One of the valuable and unique qualities of the Alzheimer's
Disease Research Centers is the discretion each institute has
with some of their funds to conduct "seed projects" that target
investigations on the latest and most promising theories in
research and diagnosis. Yet, it appears that these funds will
probably he cut first when budgets are reduced. How will the
budget cuts affect these centers' discretionary funds?
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Currently unfunded projects are likely to remain unfunded, and
special opportunitics arising from on-going research may not be
pursued in the most timely manner. Pilot projccts are the most
vulnerable elements of the centers because they require small
investment of funds and usually involve 'high risk" ideas. They
are therefore the least likely of all projects to be funded when
resources are limited even though these types of ventures in
science usually have the highest potential for a major
breakthrough.

4. At a time when we are spending in excess of S25 billion in health
care for the over 2.5 million victims of Alzheimer's disease, in
your professional opinion, Is our current commitment to research
in this field adequate?

A number of bright, well-trained scientists in other areas of
research are becoming interested in the challenges and prospect of
a major breakthrough in Alzheimer disease research. During the
last few years, the number of investigators wanting to do research
on Alzheimer disease has increased at an exponential rate. At
present, we do not have the resources to fund the many excellent
proposals that have been found meritorious.

5. Isolated systolic hypertension (ISH) threatens the lives of over
20% of this nation's older citizens. Individuals with ISH have
three times the risk of cardiovascular disease and stroke. NIA,
together with the National Heart, Lung and Blood Institute, is
conducting clinical trials on drug treatments for ISH. We are
concerned that joint venture research, such as this, will be cut
multiple times each year Gramm-Rudman cuts are triggered. Are
joint venture (multi-institute funded) research studies
disproportionately affected by Gramsn-Rudman across-the-board cuts?

The clinical trial on isolated systolic hypertension In the elderly
is an important initiative for both the NHLLBI and the NIA.
Considerable time and expense have been devoted to this study, and
IL will be protected to the utmost. This will be accomplished by
scaling back or delaying implementation of other, lower priority
contracts.



120

orpecifically, will the Gram-Rudman sequestration affect the

number of participants in the ISH clinical trials?

Neither NIA nor the NHLBI expect the sequestration to affect the
number of participants in these trials.

6. As out aging population increases, we will have an even greater

need for clinicians, investigators, and teachers with geriatric
training. Individuals familiar with this issue agree that we are
not even meeting our current need for such rofessionals. However,
the Gramm-Rudman law is acrtally undercutting the small number of
initiatives that we now have underway. In your professional
opinion, do you believe that we can sustain these types of cuts and
seet the currently unmet needs in these fields? If no, please
specify which areas will be most deficient.

A high priority of the NIA is the training of academic leaders in
aging and geriatrics to provide the researchers and teachers needed
to advance knowledge and to provide for education of future
professionals in these fields. As stated in the DHHS Report on
Education and Training in Geriatrics and Gerontology (prepared at
the request of Congress and submitted in February 1984): All
students preparing for careers in the health and other human
services should receive education about the aging process and the
strengths and problems of the aged.

The DHIlS Report also documented that as a nation we have only about
10% of the teachers and researchers needed to provide this
leadership; and provided goals for reaching the minimum necessary
number by the year 2000. The NIA supports and provides
approximately 50% of ail the training for such leadership. Current

support for training till not achieve these goals; the
sequestration has further reduced available funds for such training
and career developeent. The result is approximately a 22%
reduction In the number of new and com pettng trainees for FY 1986,
from 45 under the Appropriation to 35 under the sequestration.
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7. Does inconsistent and decreasin Federal support of
biomedical research and research ers arect our ability

to attract people into the field of geriatrics and
gerontology?

Federal funding for biomedical research in the field of

aging has grown annually from a level of $37.3 million in

1978 to $145.8 million in 1987. Researchers have been

given a clear and consistent signal each year that geri-

atrics and gerontology are important research topics.
As we proceed through an era of mandated Federal deficit

reductions, researchers -- as all other beneficiaries of

Federal spending -- become concerned about the future

advantages of pursuing a research career in a particular

field. We believe, however, that aging research will

continue to be a promising field.

As reported in a recent Science editorial, the development

of ADRCs, for example, is leading to very promising growth

in the number of investigators whose research will have an

impact throughout the neurosciences. However, a number of

ADRC directors do tell us that promising junior investi-

gators are discouraged by perceptions of future fund

availability and may make alternative career choices.

8. With regard to altimore Lonitudinal Study ofa Ag
4BLSA) which is taking place under the auspices o NIA, it

is our understanding that in the early stages of the study

no or very few women were included. We are aware that NIA

has been trying to rectify this situation by addin more

women to this stud , but it is also our understanding that

you will need to add additional women for the results to be

more generalizable to the entire population. Due to the
[act that there are so many more older women than older
men, it is obvious that the problems associated with aging

are disproportriotnately weightedto our female puation.
Will you be able to continue to add more women to this very

important study?

A longstanding BLSA recruitment goal has been to increase

the number of women to equal the size of the male sample.

Recruitment of women began in 1978, but, dictated in large

part by staff limitations, the growth in the size of the

female cohort has been slow. At the present recruitment
rate, another seven years will be needed to reach this

goal. Cuts resulting from the budget reduction legislation
will delay recruitment still further. The cost of this

prolonged approach encompasses both slowing the pace of

discovery and foregoing opportunities. For example,
longitudinal analyses which could provide insights into

gender differences in disease development and longevity
will be deferred.

9. You have stated before that osteoporosis is a silent

epidemic". As many as 20 million older Americans suffer

from osteoporosis and an estimated 50,000 elderly women die

as a result of complications from hip fractures. What will

Gramm-Rudman do to the growing interest within the National

Institute on Aging for major research initiatives into the
causes and treatment of osteoporosis?

Osteoporosis research will be affected in 1986 as all other

research initiatives in the Institute -- by a 4.3 percent

funding reduction from the appropriated amount.
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THE THREAT TO ELDERLY HOUSING

STATEMENT OF CUSHING N. DOLBEARE, CHAIRPERSON, NATIONAL LOW
INCOME HOUSING COALITION, BEFORE SPECIAL COMMITTEE ON AGING,
UNITED STATES SENATE.

The National Low Income Housing Coalition appreciates this
opportunity to present testimony on a key facet of low income
housing needs: those of low income elderly people. Like the
housing needs of all low income people, they are critical and
growing. The fact that elderly housing programs, until this
year, escaped the extinction which the Administration has
proposed for other low income housing has enabled a small trickle
of additional units to come into the housing stock, but the
supply is still far short of need.

This statement will cover four major areas: (1) Elderly Housing
Subsidies and Elderly Housing Needs; (2) Program Changes Over the
Past Decade; (3) The Proposed 1987 Budget; and (4) Causes of the
Deficit and the Impact of Gramm-Rudman-Hollings.

I. Elderly Housing Subsidies and Elderly Housing Needs.

Over the past half century the Federal government has provided
housing assistance for elderly people in a variety of ways.
While the 'Section 202" program for elderly and handicapped
people is often thought of as the 'elderly" housing program, it
is, in terms of the number of people served, one of the small-
est. Elderly people in 1202" housing are outnumbered by those in
public housing and in Section 8 housing not tied to the 202
program, as well as, almost certainly, in Farmer's Home Adminis-
tration rental housing and in housing built under the old Section
236 below market interest rate program. In short, almost all
federal low and moderate income housing programs are, to some
extent, elderly housing programs. In 1984, there were a total of
1,157,000 elderly households living in federally subsidized
rental housing -- roughly one-third of all renters in subsidized
housing.
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Nonetheless, federal housing efforts have fallen far short of
meeting elderly housing needs.

o In 1984, there were 1.1 million elderly renter house-
holds with incomes below the poverty level. Only
444,000, or not quite 40%, of these households lived in
subsidized housing (See Chart l).1 One can be sure, as
President Reagan's Commission on Housing found in 1982,
that almost all the others either lived in substandard
housing, or paid more than they could afford for their
housing, or both.2 This gives us, an minimum, a need
for housing assistance for almost 700,000 poor elderly
renters. Many -- those who live in standard units but
who are paying more than one third of their incomes for
that shelter -- could be helped by vouchers (if we had
a program which provided vouchers to all eligible
households needing assistance). Others need rental
housing units designed, built, and managed to meet the
special housing needs of elderly people.

It should be noted that this measure of need is far
more stringent than the 50% of median income' which is
the threshold for housing assistance.

o There are an additional 1.55 million elderly homeowners
with incomes below the poverty level. Only one small
federal program -- the Farmer's Home Section 504 very
low income home repair loan and grant program -- is
currently focussed on meeting their needs, and this
operates only in rural areas. Many communities, of
course, allocate portions of their Community Develop-
ment Block Grant funds to assist elderly owners with
rehabilitation.

Thus, it should be apparent that federal housing assistance meets
only a small fraction of the housing needs of low income elderly
people. Indeed, as Chart 2 (Poor Households Receiving Federal
Aid) shows, a far lower proportion of households with incomes
below the poverty level receive housing assistance (25.8% of poor
renters) than receive food stamps (43.0% of all poor households)
or Medicaid (42.3% of all poor households).
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II. Program Changes Since 1980

Despite a series of cutbacks under the Carter Administration from
the level of additional assisted housing units provided under the
Ford Administration, over $30 billion in budget authority for
HUD-subsidized low income housing was appropriated by Congress
for fiscal 1981, when President Reagan took office. That was
estimated to support an additional 250,000 low-rent units.
Moreover, over half (55%) were new or substantially rehabilitated
units, thus adding to the nation's stock of needed rental
housing.

Federal housing programs have been under siege for most of this
decade. Indeed, the cumulative requests of the Reagan Adminis-
tration for budget authority for additional housing assistance
through HUD's programs add up to minus $838 million. That is,
the rescissions proposed in the FY 1983 and 1987 budget requests
(for FY 1982 and FY 1986, respectively) add up to $838 million
more than the total new budget authority requested in 1984, 1985,
and 1986. (Indeed, if one adds in the rental rehabilitation and
housing development grant rescissions proposed in the 1987
budget, the total reaches $984 million.)3

HUD REQUEST APPROPRIATION
1983 -$2,416 million $8,651 million
1984 515 million 9,913 million
1985 5,336 million 10,759 million
1986 499 million 9,816 million
1987 -4,772 million ?
Total -$838 million $39,139,000,000

In addition to slashing funds for additional housing units, HUD,
with the exception of the tiny (in comparison to need) Section
202 program, proposed shifting all low income housing assistance
to housing subsidies using the existing stock of rental housing.

Clearly, and fortunately for low income people, Congress has not
acquiesced in these HUD requests. Not only has close to $40
billion been appropriated for additional housing assistance, but
Congress has kept several programs alive: public housing, Section
8 moderate rehabilitation, and the rural housing programs of the
Farmers Home Administration.

Not only that, but the Administration has in many respects had
the best of two worlds in dealing with housing during the past
several years. Because of the length of the pipeline, while
devastating cuts were made programs which provide additional
units, the number of subsidized housing completions and occupan-
cies -- primarily of units for which funds were requested and
appropriated under prior administrations -- was close to record
levels.
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Tables 1-7 show these HUD budget trends in detail. Chart 3
(Additional Assisted Housing Funds, 1981-87) and Chart 4 (HUD and
FmHA Low Income Housing: Subsidized unit reservations, 1980-87)
illustrate the funds and resulting units which have been pro-
vided.

While low income housing has taken deep cuts -- deeper than any
other program providing aid to low income people -- costly
federal housing subsidies, through the tax system, have continued
to be provided to middle and upper income households. Chart 5
(Housing Spending, Constant 1986 dollars) shows the contrast
between the drop in budget authority for the subsidized housing
function (net of public housing loan refinancing), compared with
the continued rise in housing-related tax expenditures. Tax
expenditures will have risen from $41.0 billion in 1981 to $46.2
billion in 1987, while direct expenditures will have fallen from
$32.1 billion in 1981 to only $1.2 billion in 1987. Most of these
tax expenditures are in the form of homeowner deductions and
benefit primarily middle and upper income homeowners. About
three-fourths of them go to households in the top quartile of the
income distribution. Moreover, though accurate figures are not
available, since fewer than half of all homeowners claim any of
the deductions and since most elderly people have paid off their
mortgages and many are also offered property tax relief, the
proportion of housing-related tax expenditures which are received
by elderly people is almost certainly very low.

Roughly ten percent of housing-related tax expenditures are
investor deductions, which, although they are taken primarily by
those in the top tax brackets, do result in the construction,
rehabilitation or maintenance of lower income housing. Chart 6
(Federal Housing Expenditures: Budget Authority and Tax Expendi-
tures) allocates all of the investor deductions to low income
housing. Even so, the growing disparity between federal expendi-
tures for middle and upper income households and those for low
income people is nothing short of scandalous. In 1981, tax
expenditures for middle and upper income housing totalled $38.7
billion, while budget authority and tax expenditures for low
income housing totalled $34.0 billion. By 1987, middle and upper
income tax expenditures are estimated at $41.8 billion, while
lower income tax expenditures and budget authority combined will
total only $5.6 billion.

III. The Proposed 1987 Budget

The 1987 budget continues the Administration's persistent efforts
to reduce the level of federal support for low income housing
programs and to eliminate the building or rehabilitation of
housing for low income people.
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IbILE 7. PRU'OSED CUTS AND REVISINS IN 1986 iJIXotl
(Dollars in millions)
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The budget proposes major rescissions and deferrals in funds
already appropriated for subsidized housing and provides no
additional funds for subsidized housing -- either in urban areas
through HUD or in rural areas through Farmers Home Administration
programs. A total of $6.7 billion, or 70% of the $9.5 billion
(adjusted for sequestration) appropriated this year for HUD's low
income housing programs would be rescinded or deferred. Of this
amount, $4.4 billion is proposed for rescission and $2.3 billion
for deferral. This 1986 deferral, and an expected $264 million
in recaptures from prior years appropriations, is the only
funding proposed for HUD-subsidized housing in 1987.

In absorbing these cuts, HUD continues to press for using
vouchers rather than programs which would add to the stock of
affordable housing. Except for a token level (450 units in all),
the public housing and Section 202 elderly/handicapped programs
would end this year. Even so, some 40,000 fewer households would
be assisted in 1986 than under the appropriation adopted by the
Congress. Next year's program level (funded with 1986 deferrals)
would be only 50,000 vouchers, evenly divided between metropoli-
tan and nonmetropolitan areas, to compensate in some small way
for the proposed termination of all Farmers Home Administration
rural housing programs. Instead of 'doing more with less", as HUD
sometimes claims, it is clearly proposing to do far less with
less.

The cuts in budget authority mean that thousands of families who
desperately need shelter -- many of them homeless families --
will be unable to get it. But the HUD axe also falls on hundreds
of thousands of families now receiving assistance under the
Section 8 Existing and housing voucher programs. HUD is propos-
ing to freeze the fair market rents, on which the HUD subsidy is
based, in 1987. Unless landlords are willing to absorb increased
costs, it appears that families now getting Section 8 assistance
or with housing vouchers will have to pay for the customary
annual rent increases imposed by landlords out of their own
pockets.

The list of housing programs which would be terminated by the
Administration includes the following:

HUD programs:

Housing for elderly and New or substantially rehabili-
handicapped tated housing built by nonprofits

for elderly or handicapped
people. Sometimes called the '202
program.'

Congregate services Provides meals and other services
to selected elderly and handi-



Public housing

Indian housing

Moderate rehabilitation

Rental rehabilitation grants

Rental Housing Development
grants (HoDAG's)

Counseling

Farmers Home Programs;

Farm labor housing

Mutual and self-help housing

Very low income housing

138

capped low income housing
developments.

Construction, purchase, or
rehabilitation of additional low-
rent public housing.

Construction of additional low-
rent housing on Indian reserva-
tions.

Rehabilitation of housing for low
income people with Section 8
assistance.

Grants to cover half of the cost
of rehabilitating rental proper-
ties in low income neighborhoods,
with vouchers or other housing
assistance provided residents
who cannot afford post-rehab
rents.

Grants for new rental housing
production in areas with acute
shortages, with at least 20% of
the units set aside for families
with incomes below 80% of median.

Funding for social service
agencies assisting renters and
owners to find decent housing and
avoid foreclosure if they are in
financial difficulties.

Loans and grants to build housing
for migrant and seasonal farm-
workers.

Technical assistance to help
people build their own houses,
with additional financing
assistance provided under other
FmHA programs.

Grants to very low income home
repair grants owners to help pay
for emergency repairs.
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Rural rental housing Low interest loans to build or
rehabilitate rental housing for
low and moderate income people.

Home ownership loans Low interest loans to help low
and moderate income people build
or buy modest housing.

In addition to these outright program terminations, there is a
major reduction in operating subsidies for low rent public
housing. These subsidies are essential to cover the difference
between rental income and the cost of operating low-rent public
housing. A second major cut in public housing is the suspension
of additional funding for the Comprehensive Improvement Assis-
tance Program (CIAP) which enabled housing authorities to deal
with the many physical problems facing older public housing
developments. Instead, funds will be provided only for emergency
repairs.

Finally, the Administration is proposing a major cut in funding
for the Community Development Block Grant program. A $30%
reduction in appropriations is proposed for 1987 (from $3,124.8
million in 1986 to $2,124.8 million). The impact of this will be
immediate, $500 million of 1986 funds would be deferred to 1987.
As already noted, many communities use CDBG funds to assist
elderly homeowners A substantial portio goes for housing
rehabilitation and all funds must be used for the principal
benefit of low and moderate income people or for eliminating or
preventing slums and blight or meeting other urgent needs.
Similarly, the rural water and sewer program of the Farmers Home
Administration, which serves low income communities, would be
wiped out.

These cuts come in the face of rising low income housing needs.
The most visible manifestation of the low income housing crisis
is the increasing number of homeless people, particularly
families. The major cause of homelessness is the unavailability
of low cost housing. The Low Income Housing Information Service
has estimated that in 1985, there were over 8 million renter
households with incomes below $7,366 (50% of median renter
income), but there were only 4.2 million units (regardless of
size, quality, location, or availability) with rents they could
afford at 30% of income. The housing gap at this income level
was almost 4 million units. This is more than double the 1980 gap
of 1.8 million units (See Table 8).

It should perhaps be noted that in responding to criticisms of
low income housing cuts, the Administration often makes two
related points: (1) that the number of subsidized low income
housing units has increased substantially since 1981 and (2) that
outlays for low income housing assistance have also increased
substantially during this period. Even providing vouchers or
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certificates for existing housing takes some time -- generally
about two years from appropriation of funds by Congress to an
occupied unit; new construction or substantial rehabilitation
takes much longer -- sometimes five or six years. Each year, the
budget authority requested or appropriated for low income housing
includes all of the payments which will be made over the life of
the subsidy contract. So this year's increase in outlays is the
direct result of policies which the Reagan Administration has
done its best to reverse.

IV. Causes of the Deficit and The Impact of Gramm-Rudman-Hollings

Before addressing the impact of the Gramm-Rudman-Hollings
measure, it is important to note the sources of the deficit which
this act is intended to end within five years. It is entirely
the result of two major factors: (1) the reduction in federal
revenues resulting from the tax cut made in 1981 and (2) the
increased level of federal spending since 1981, with savage cuts
in low income and other domestic programs more than offset by
increases in the military budget.

Chart 7 (Low Income and Military Spending) shows the contrast, in
constant 1986 dollars, between budget authority for the National
Defense Function and budget authority for Low Income Programs
(Medicaid, net Subsidized Housing, Food and Nutrition, SSI, AFDC,
Earned Income Tax Credit, social services block grants, community
services block grants, and other income security). Chart 8
(Components of Budget Change, 1980-87) shows the additional costs
since 1980: changes in the tax law have reduced revenues by S1
trillion; military spending has added $739 million in outlays;
Social Security and Medicare costs have added $690 million; and
net interest, $618 million. In contrast, the increases in
outlays for low income programs have totalled only $162 million,
and the cost of increases for all other programs is $311 mil-
lion. 4

The sequestration formula contained in Gramm-Rudman-Hollings thus
fails to address the cause of the deficit problem, except for the
proviso that half of the cuts must come from the military budget.
However, there is no mechanism to raise the revenue that is
needed to avoid major cuts; interest and Social Security are off
limits, as is much of Medicare. Thus, with the exception of some
protected low income programs, the brunt of sequestration, if it
comes to that, would be borne by the low income and other
programs, which have contributed least to the problem and already
taken most of the cuts over the past five years.

The Reagan Administration's alternative to sequestration for 1987
is even worse for low income programs. In the case of housing --
not just elderly housing, but all low income housing -- it is
virtual annihilation.

60-336 0 - 86 - 6
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Notes:

1. These data are from Characteristics of Households and Persons
Receiving Selected Noncash Benefits: 1984, U.S. Bureau of the
Census, Current Population Reports, Consumer Income, Series P-60,
No. 150, November 1985.

2. The Commission's Interim Report found that, with the
exception of the estimated 25 m ion households already in
subsidized housing, almost all of the 10 million renter
households with incomes below 50% of median (a substantially
higher standard than the poverty level) either lived in
substandard housing or suffered from cost overburden.

3. The comparison begins with FY 1983, the first full budget
prepared by the Reagan Administration. For FY 1982, the Reagan
Administration substantially reduced the level initially
requested by outgoing President Carter. The Carter FY 1982
budget request, submitted just before President Carter left
office, was for $29,664 million in additional budget authority.
The Reagan Administration revised this request downward to
$19,773 million. (Information from HUD Budget Summaries, 1982-1987.)

4. The calculations, in 1986 constant dollars, are the changes
in outlays from year to year, based on information provided in
official volumes of Budget of the United States Government for
1987 and previous years. Similarly, the revenue loss from
changes in tax laws is drawn from a table appearing each year in
the Budget.
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UNITED STATES DEPARTMENT OF

BUREAU OFCOMMERCE THE

CENSUS

tN E M W s WASHINGTON. D.C 20230

Wallace Fraser For Release 10:00 AM EST. January 29.1986
(301) 763-2880 CB86-19

CENSUS BUREAU REPORTS ON RESIDENTIAL VACANCIES AND HOMEOWNERSHIP

(Advance release of data to be presented in Series H-Ill. No. 85-D4)

NWtional vacancy rates in the fourth quarter 1985 were 6.7 percent in rental
housing and 1.6 percent in horeowner housing, the Department of Comnmerce's Census
Bureau announced today. The Bureau said that the rental vacancy rate showed some
evidence of being higher than the rate in the sane quarter a year ago. but was
not siqnificantly different from the rate in the third quarter 1985. Fourth quarter
rental vacancy rates have shown upward movement since 1980. In homeowner housing.
the vacancy rate showed soue evidence of being lower than the rate In the third
quarter 1985, but was not significantly different from the rate in the same quarter
a year ago.

Table l.--RENTAL AND HOMEOWiNER VACANCY RATES. FOR THE UNITED STATES:
1960.1965,1970.1975 and 1979 to 1985

Rental Vacancy Rates Homeowner Vacancy Rates
Year Second T - r Fourth I F irst Second IT i frIu

______ jFIarter Ouarter t Qua rter LOuarter IQuarterr Quarterr Quarterj Luarter

1985 .... 6.3 6.2 6.8 6.7 1.8 1.9 1.8 1.6
1984 .... 5.6 S.5 6.0 6.3 1.6 1.7 1.7 1.7
1983 .... 5.7 5.5 5.8 5.5 1.4 1.5 1.6 1.6
1982 .... 5.3 5.1 5.3 5.5 1.4 1.6 1.5 1.6
1981 .... S.2 5.0 5.0 5.0 1.3 1.3 1.5 1.4
1980 .... 5.2 5.6 5.7 5.0 1.3 1.4 1.4 1.4

19791 ... 5.1 5.6 S. 7 5.4 1.1 1.1 1.2 1.3

19792 ... 4.8 S.0 5.2 5.0 1.0 1.1 1.1 1.1
1975 .... 6.1 6.3 6.2 5.4 1.2 1.2 1.4 1.2
1970 .... 5.4 5.4 5.3 5.2 1.0 1.0 1.1 1.1
1965 .... 8.5 8.2 7.8 8.5 1.7 1.5 1.6 1.5
1960 .... 8.0 8.0 8.3 8.4 1.2 1.3 1.3 1.3

11979 revised rates.2Rates as published in 1979 before revisions In processing were employed.
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(2)

In the fourth quarter 19855 the rental vacancy rate In areas outside SMSAs was
higher than the rate in the suburbs, but was not significantly different from the rate
In central cities. The rental vacancy rate in central cities was not significantly
different from the rate in the suburbs. The homeowner vacancy rate In central cities
was higher than the rate In the suburbs. but was not significantly different from
the rate In areas outside St4SAs. The homeowner vacancy rate In areas outside SMSAs
was higher than the rate in the suburbs.

Statistics for the third and fourth quarters for inside SMSAs, In central cities,
in suburbs, and in areas outside SMSAs may not be entirely comparable to similar data
published In earlier quarters. The Current Population Survey (CPS). which produces these
vacancy data, began introduction of a redesigned sample in April 1984. The sample cases
selected from the 1970 census frame have been replaced with sample cases selected from
the 1980 census frame as of the third quarter 1985. As a result of these changes In the
CPS sample, discontinuity may be Introduced In the vacancy data for SHSAs, central cities,
suburbs, and areas outside SMSAs. The full effect on the esti1ates is not presently
known.

'Table 2.--VACAHNCY RATES FOR.-RENTAL Ahin HOMEOWNER UNITS. BY AREA:
FOURTH QUARTER 1985 and 1984

- ~~~~~ ~~; ~ -- Re-taTVaac Rates-- I Homeowner Vac

Fourth
quarter
1985

6.7

6.4

6.6

6.2

7.3

Fourth Staodard
quarter lerror on
i 1984 11985 rate

6.3

6.1

6.8

5.3

6.7

0.2

0.2

0.2

0.3

0.3

St andard
error on
di ffer-
ence

0.2

0.3

0.4

0.4

0.5

United States...

Inside SMSAsI ...

In central
cities

1
......

Not In entral
cuties S ......

Outside ShSAsl..

Northeast ....... 3.4 3.9 0.2 0.4

Midwest ......... 6.2 6.3 0.3 0.5
(formerly North
Central)

South ........... 9.1 8.7 0.3 0.4

West ............ 6.8 5.3 0.3 0.4

11984 and 1985 rates may not be comparable, see text.

7niCiy Rates
5t a nard

Fourth Fourth Standard error on
198arte 8 1985tr e rrzr ez. tde ffn e

198 194 1985 rate ence

1.6

1.5

2.0

1.3

1.7

0.8

1.5

1.9

1_9

1.7

1.5

I .7

I.4

1.9

0.9

1.5

2.1

1.9

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.2

0.1

0.1

0.1

0.1

0.1

0.2
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(3)

Among the regions, the rental and homeowner vacancy rates were lowest in the
Northeast. The rental vacancy rate was highest In the South. The homeowner vacancy
rates in the South and West were not significantly different from each other, but
both were higher than the rate in the Midwest.

The name of the Worth Central region has been changed to the Midwest region.
This Is a name change only. and there has been no change in the component states.

In addition to the vacancy rates shown in tables I and 2 for 'all, vacant units;
i.e., those with and without plumbing. vacancy rates are also presented in table 3
for vacant for-rent and vacant for-sale-only units 'with all plumbing facilities.
For the United States, the vacancy rate in rental units 'with all plumbing facilities,
was 6.3 percent of all rental units while for homeowner units this rate was 1.5 percent
of all homeowner units.

Table 3.--RENTAL AND HOMEOWNER VACANCY RATES FOR VACANT UNITS
WITH ALL PLUMBINS FACILITIES:
FOURTH QUARTER 1985 and 1984

Vacant For-Rent Units With All Vacant For-Sale-Only Units With
Plumbing Facilities All Plumbing Facilities

Fourth Fourth Standard Standard Fourth Fourth Standard Standard
Area quarter quarter error on error on quarter quarter error on error on

_ 1985 1984 1985 rate difference 1985 1984 1985 rate difference

U.S ..... 6.3 5.8 .2 0.2 _ 1.5 1.6 0.1 0.1

Inside
SMSAsl.. 6.1 5.7 0.2 0.2 1.4 1.5 0.1 0.1

Out -
side
SMSAsI.. 6.7 6.1 0.3 0.4 1.6 1.8 0.1 0.1

11984 and 1985 rates may not be comparable. see text.
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(4)

During the fourth quarter 1985. about 63.5 percent of all occupied units in
the United States were occupied by their owners. The homeownership rate was
lower than the rate in the same quarter a year ago, but was not significantly
different from the rate in the third quarter 1985. The homeownership rates for
the fourth quarter have shown downward roverent since 1980.

Table 4. HOMEOWNERSHIP RATES FOR THE UNITED STATES:
1980 to 1985

Homeownership. ratesl

Year - _ _ _ _ _ _

First Second Third Fourth
quarter quarter quarter quarter

logs ....... 64.1 64.1 63.9 63.5
1984 ......... 64.6 64.6 64.6 64.1
1983 ......... 64.7 64.7 64.8 64.4
1982 ......... 64.8 64.9 64.9 64.5
1981 ......... 65.6 65.3 65.6 65.2
1980 ......... 65.5 65.5 65.8 65.5

'Standard errors for quarterly homeownership rates for the United States generally
are 0.2 percent.

The data In this release are the result of a sample survey and are, therefore,
subject to sampling variability. For example. the standard error on the estimated
rental vacancy rate of 6.7 is 0.2 percentage points. Consequently, the 68-percent
confidence interval as shown by these date is from 6.5 to 6.9 percent; i.e.. the
interval 6.7 t (1 x 0.2) percentage points. Thus, we can say with about 68
percent confidence that this interval Includes the actual value that would have been
obtained by averaging the results from all possible samples of this type. Similarly,
we would conclude that the average estimate, derived from all possible samples, lies
within the Interval from 6.3 to 7.1 percent, 6.74 (2 x 0.2), with 95 percent con-
fidence. The standard errors for other figures in this release are given In the
tables.

In addition to sampling error, the figures in this release, both the estimates
and their standard errors. are also subject to rounding error. Changes In the
figures discussed in this release are described as 'not statistically different'
when they are not significant with 90 percent confidence, and are described as
showing 'some evidence of difference' when significant between 90 to 95 percent
confidence, and 'different' when significant with 95 percent confidence or
greater.
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August 4, 1986

Mr. John Knapp
Acting Under Secretary
U.S. Department of Housing and

Urban Development
451 Seventh Street, S.W.
Washington, D.C. 20410

Dear Mr. Knapp:

As a follow-up to this Committee's February 21
hearing on the impact of Cramm-Rudman-Hollings cuts on
services to older Americans, we are writing to request your
responses to several additional questions.

It has been 5 months since the first Gramm-Rudman-
Hollings sequester took effect. During that time you have
had an opportunity to examine the actual impact of these
cuts on programs. Therefore, to supplement the excellent
testimony you presented to the Committee, we are asking
that you provide us with answers to the following
questions.

SFCTION 202: HOUSING FOR THE ELDERLY

1. What impact have the Gramm-Rudmarl-Hollings cuts
had on the number of housing units HUD expected to build
under the 202 program in 1986 and future years?

2. How have these cuts been spread among 202
construction projects? Has the size of each project been
reduced, or have some projects been eliminated? Or, are
you building the same number of units for less money?
Please include a list of projects, if any, that have been
eliminated as a result of Grarnm-Rudman-Hollings.

If HUD is building the same number of units for less
money, has there been any reduction in the quality of
construction? If so, please describe.

3. What will these Grams-Rudman-Hollings cuts mean
to older Americans? If there are already some 270,000
people waiting to get into 202 projects, how will waiting
lists be affected?

4. What will happen to the 202 program if there is
an additional 8% Gramm-Rudman-Hollings sequester in FY
1987?
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Mr. John Knapp
August 4, 1986
Page 2

PUBLIC HOUSING

1. Congress appropriated funds for 5000 units of'
public housing and the 2000 units of Indian housing to be
built in 1985. Has Gramm-Rudman-Hollings cut the number of
units by 4.3", or has the cut come in some other area, such
as the size of the units?

2. Funds for maintenance and rehabilitation have
also been cut. How has this affected the quality nf our
housing stock?

3. In New York City alone, around 20U,000 people are
waiting for public housing. Nationwide, the wait for a
public housing unit averages 29 months. Have Gramm-Rudman-
Hollings cuts made this situation worse?

4. How will an 8% FY 1987 Gramm-Rudman-Hollings
sequester affect the nnhlir ho ing progra-.?

CONGREGATE HOUSING SERVICES PHOGHAM

i. How have the cuts in the congregate services
program been implemented? Has each demonstration project
been reduced? Have any projects been closed entirely?
Have meals and services been reduced?

2. Will the cuts in congregate services ultimately
be more costly to the federal government, since the program
is designed to keep citizens who are "aging in place" out
of more costly institutions?

3. Where will the elderly who have been denied
access to congregate services now go to obtain similar
services?

4. What will happen to congregate services if an
8% Gramm-Rudm-an-Hollings sequester is implemented in FY
1987?

We intend to include your responses to the above
follow-up questions in our print of the hearing's
proceedings._-Therefore, we request that you respond as
soon as,.possible. We would like to complete this print
by August 20, 1986. T



150
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Your continued cooperation in this matter is
appreciated and we look forward to your responses.

Sincerely,

5 m a0HN GLENN
a I rfnanr l l Ranking Minority Mrmber
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U.S. DEPARTMENT OF HOUSING AND U1RBAN DEVELOPMENT
WASHINGTON, DC 204i M

aSTANT sec-de,. Hia

Honorable John Heinz
Chairman, Special

Committee on Aging
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

Thank you for your letter of August 4, 1986, to Mr. Knapp, requesting
information additional to that he provided before your Committee hearing on
the effect of Graem-Rudmsan-Hollings sequestration on certain of our pro-
grams. I hope you will accept my apology for the lateness of our response.
Our answers are ordered to follow the sequence of questions in your letter.

Section 202: Housing for the Elderly and Handicapped

1. The amount appropriated by the Congress for FY li8b was cut by 4.3
percent, resulting in a loan limit reduction of $27.1 million, or an
expected reduction of approximately 600 units of the 12,000 units
anticipated under the amount appropriated. However, utilizing cost
containment efforts, the Department actually funded 11,571 new units,
thus mitigating the effect of the reduction.

2. The reduction did not affect projects for which funds were already
reserved; therefore, projects in the pipeline were not reduced in size
or eliminated. Rather, the cuts resulted in fewer units being funded
from the new proposals considered for initial funding in FY 1986.

HUD has been reducing the construction cost of Section 202 units.
However, this results from the Administration's policy of cost
containment and modest design, rather than because of Gramm-Rudman-
Hollings reductions. The Department has eliminated amenities such as
saunas, atriums and balconies from new projects, but has reiained the
same quality of basic construction.

3. Section 202 waiting lists can be expected to grow if fewer units are
built.

4. Congress has appropriated $592.7 million for the construction of 12,000
units in FY 1987. An 8 percent sequestration could be expected to
reduce this number by 960 units.
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Public Housing

1. As a result of Grammi-Rudman-Hollings, FY 1986 appropriations for public
housing were cut from 5,000 to 4,803 units; funding for Indian Housing
was reduced from 2,000 to 1,921 units.

2. Capital cost funding for modernization and rehabilitation was reduced
from $736.4 to $707.4 million. The reduction is expected to have only a
minimal impact on the stock.

3. The reduction of 197 units caused by Gramm-Rudman-Hollings will have a
very small effect on unmet demand Cur public housing units nationwide.

4. The Congress has appropriated $200 million of capital cost funding for
new construction of public housing in FY 1987, funding fur 2,000 units
of Indian Housing and $1.4 billion for modernization. These amounts
would be reduced by $16 million, 160 units, and $112 million,
respectively, if there were an 8 percent sequester.

Congregate Housing Services Program

1. Gramm-Rudman-Hollings cuts in this program were handled by reducing the
grant extension periods, e.g. from eight to seven months. No Individual
projects have been closed or reduced in unit numher; nor have there been
reductions in the provision of meals and services.

2. The Congregate Housing Services Program (CHSP) is a demonstration
program. Although the Congress has continued to appropriate funds for
extension of the original grants, an evaluation of the demonstration
concluded that it had not proven cost-effective in its purpose, which
was to delay or prevent institutionalization in higher-level (and more
costly) care facilities of aging people who needed only a much lover
level of care.

3. lecause CHSP is a demonstration and ics continuance has been .incertain,
project managers have not actively encouraged participation in the
program. To O!nly a few instances has anyone been denied access to a

CUSP project or been puL on a waiting list.

4. An 8 percent sequester in FY 1987 would probably be handled as it was
for FY 1986, i.e. by reduction in the length of granL extensions.

we shall he glad to provide further information upon request.

A similar response has been sent to Senator John Glenn.

Very sincerely yours,

ff Stephen May
Assistant SecreLary
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August 4, 1986

Mr. Michio Suzuki
Associate Commissioner of State

and Tribal Programs
Administration on Aging
Department of Health and Human Services
300 Independence Avenue, S.W., Room 4282
Washington, D.C. 20201

Dear Mr. Suzuki:

As a follow-up to this Committee's February 21
hearing on the impact of Gramm-Rudman-Hollings cuts on
services to older Americans, we are writing to request your
responses to several additional questions.

It ham been 5 months sincc the first Gramm-Rudman-
Hollings sequester took effect. During that time you
have had an opportunity to examine the actual impact of
these cuts on programs. Therefore, to supplement the
excellent testimony you presented to the Committee, we are
asking that you provide us with answers to the following
questions.

1. You stated in your testimony that the
Administration on Aging (AoA) is committed to building
systems that are particularly responsive to the most
vulnerable elderly. Department of Health and Human
Services (DHHS) officials have indicated that the number of
meals and other direct services will be the last items to
be reduced. We understand that AoA issued directives to
the state units on aging (SUAs) regarding the reductions in
the FY 1986 budget. Please provide the committee with a
copy of any such directives.

If you have not provided guidance or recommendations
regarding reductions in costs or services, do you plan to
provide such guidance in the future? If so, please
describe the nature of the anticipated guidance.

2. Sequestration has resulted in an $11 million cut
in supportive services for the elderly (e.g. legal
services, transportation, senior centers, counseling,
investigation of nursing home complaints). Please describe
the reduction in these and other services that has or will
occur as a result or this $11 million cut.

How many older Americans have been or will be denied
services?
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Have (or will) any particular services be more
adversely affected than others?

3. You stated in your testimony that the 4.3%
reduction due to sequestration is relatively small and that
AoA's management initiatives (e.g. increased productivity,
participant contributions) would "offset the impact of

these reductions to a great degree." Please describe the

degree to which you expect the reduction in services to be
offset by the AoA's various initiatives.

Do the state and area agencies on aging agree with

your position that such initiatives will offset reductions
to Gramm-Rudman-Hollings?

What has the AoA done or what does it plan to do to

determine the viewpoints of the state and area agencies on

aging about the expectation that Gramm-Rudman-Hollings
reductions would be offset by management initiatives?

4. In your testimony, you said that it is AoA's

"expectation that services essential to the maintenance of

independent living will continue to receive a high priority

and that other less critical services will be reduced."

Which specific services does AoA deem to be these
critical services and which are considered "less critical"

services?

How is the AoA communicating this to the state and

area agencies on aging and to those who provide Older
Americans Act funded or supported services?

How has the AoA monitored the state and area agencies

to ensure that this expectation is met?

What has been the role of the regional offices in

providing oversight and monitoring to ensure that this
expectation is met?

How have these roles been provided in the two regions

where the AoA is experimenting with absorbing regional
office functions into the regional DHHS offices (i.e.
Chicago and New York)?

5. You stated that "In 1987, the Administration's

budget proposal is to return aging service programs to the
1985 level." According to the DHHS budget released
February 5, the Budget Authority for your programs will be

$689 million, which is $13 million less than the $702
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million in FY 1985. Please clarify your statement which
appears to be inconsistent with information available from
the DHHS.

NUTRITION SERVICES

1. The sequester for congregate and home delivered
meals in FY 1986 totals about $18 million. How many meals
have been cut as a result? Have the number of meals served
to each beneficiary been reduced, or have the number of
beneficiaries been reduced, or both? How has this been
handled?

2. What has happened to the people who did not
receive these meals? For instance, would a homebound
elderly woman with arthritis be able to obtain meals that
provide one-third of the daily nutritional requirements
through some other source?

3. If these older Americans cannot physically go
elsewhere or do not find these meals available elsewhere,
do you think the likelihood that they may fall ill and
require other services, which may also be cut, will be
increased?

4. Have there been or will there be additional
reductions in meals because of the sequestration of
Department of Agriculture Title III commodity funds? How
many meals have been or will be cut?

TITLE IV: RESEARCH. TRAINING AND DISCRETIONARY PROJECTS

1. The Administration proposed a 52% decrease in
funding for research, training and other discretionary
purposes which is a dramatic decrease. Specifically, how
would such a reduction occur?

Would contracts currently in effect be reduced? If
so, which contracts have been, or will be, reduced?

What contracts or awards would not be made that were
otherwise planned?

2. Has the reduction in this category, through the
Gramm-Rudman-Hollings cut, had any impact on the legal-
services related awards currently in effect or anticipated
for the balance of FY 1986 or in FY 1987?
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3. Have contractors of Title IV funds received
notices concerning the reductions? If so, please provide
us with a copy.

4. What research, training and discretionary
projects were reduced as a result of Gramm-Rudman-Hollings?

OTHER SERVICES

We are concerned about the impact of reductions in
Older Americans Act funds on the Long-Term Care Ombudsman
program, which is one of the few OAA services that directly
benefits the nation's institutionalized elderly. Earlier
hospital discharges due to the Medicare prospective payment
system are clearly having an impact upon post-hospital care
services such as nursing homes and board and care
facilities, where oversight by ombudsmen will be even more
crucial.

Has there been any reduction in funds or other
resources provided to state or substate ombudsman programs?
If so, please describe the extent and nature of this
reduction, including anticipated reductions in services
provided by the ombudsman program.

Is the ombudsman program considered a high priority
or "less critical" service by the AoA?

Specifically, what effort is underway by the AoA to
identify any reductions in the levels of ombudsman program
funding or services, or is planned for the future?

AOA ADMINISTRATION

1. Has AoA been asked to absorb a greater percentage
of reductions in operating funds or staffing than any other
programs within the Office of Human Development Services?

2. Were there any reductions in AoA staff in FY
1985, either in actual positions or full-time
equivalencies?

3. Have there been any staffing reductions in FY
1986 or are any anticipated during the balance of FY 4986?

4. Are there any current vacant positions that will
not be filled?

5. If there have been any staffing reductions, if
staffing reductions are anticipated, or if any vacancies
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will not be filled, what program areas have been or would
be affected by these reductions?

6. Are there any plans to reduce staff in AoA's
regional offices or further plans to consolidate any
regional offices? If so, please describe these plans.

7. Have AoA's travel funds been reduced from the FY
1985 level? Have any of AoA's travel funds been redirected
to other programs or efforts with OHDS or DHHS? If so,
what is the justification for travel funds reductions or
redirection? What travel-related activities have been or
will be reduced or eliminated as a result of these
reductions?

It is our understanding that requests from state and
area agencies on aging to AoA, including the regional
offices, for assistance and opinions are going unanswered
or are not being responded to for lengthy periods. Will FY
1986 reductions have any further impact on this situation?
What is AoA doing to try to respond to these requests in a
more timely fashion?

We intend to include your responses to the above
follow-up questions in our print of the hearing's
proceedings. Therefore, we request that you respond as
soon as possible. We would like to complete this print by
August 20, 1986.

Attached are questions that Senator Bradley would
like you to answer for the record.

Your continued cooperation in this matter is
appreciated and we look forward to your responses.

Sincerely,

Chairman / J Ranking Minority Member
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QUESTIONS SUBMITTED FOR THE RECORD BY SENATOR BILL BRADLEY
TO THE ADMINISTRATION ON AGING

February 21, 1986

Prior to passage of Gramm-Rudman, how many Meals-on-Wheels
were supposed to be delivered this year? How does this compare to
5 years ago? Over the past 5 years, how does the number of meals
delivered compare to the appropriations for this program?

How has the cost per meal changed over the past 5 years?
Have Area Agencies on Aging become more efficient over time
in providing meals at a lower cost?

i Given the first "sequester," how many fewer meals will be
served this year than originally planned?

v If the Fall sequester takes place, and funding is reduced by
roughly 201, what will be the impact on Meals-on-Wheels?



159

Ofr of
DEPARTMENTOF HEALTH & HUMAN SERVICES Hunan -ioh'm Soeeo

Offs of Adu..tan Seethy
Waun~ton DC 20201

MCT I M6

The Honorable John Heinz
Chairman
Senate Special Committee on Aging
United States Senate
Washington. D.C. 20510

Dear Mr. Chairman:

I am enclosing the answers to the specific questions which you
and Senator Bradley raised on the impact of the
Gramm-Rudman-Eollings sequester on the programs of the
Administration on Aging. I was pleased to have ifichic Suzuki
represent AoA at your February hearing on this subject, and i
hope that this information will both supplement and update his
testimony.

If you have any questions on this material, or if you wish more
information, please let me know. I look forward to our
continued cooperative efforts to survey the impact of this
important new law on older Americans.

sincerely.

Karol Fraser Fisk
Commissioner on Aginq

Enclosures
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1. Pleirse supply the committee with a copy of army directives
which AoA issued to the state unLits on aging regarding the
reductions in the FY 1986 budget.

If you have not provided guidance or recommendations
regarding reductions in costs or services, do you plan to
provide such guidance in the future? If so, please describe
the nature of the anticipated guidance.

o No directives were issued by the Administration on Aging
to State Agencies on Aging regarding the 4.3%
reduction. Directives are issued to the States only on
matters involving compliance with law and regulation,
not on the manner in which they should specifically
spend funds which is an issue best dealt with by each
local jurisdiction.

o in January 1986, when the Administration on Aginq
received final Departmental guidance on the impact of
Gramm-Rudmnan-Hollinqs, new grants allotting the full
amount available to each State were immediately issued.

2. Please describe the reduction in supportive services for
the elderly (e.g. leqd! services, transportation, senior
centers, counseling, inves-tiqation of nursinq home complaints)
and other services that has or will occur as a result of this
$11 million cut because of sequestration. How many older
Americans have been or will be denied services? Have (or will)
any particular services be more adversely affected than others?

o Area agencies on acing determine the manner in which the
Title III funds will be allocated at the local level.
Any specific changes in service levels in a particular
planning and service area would be determined by the
local area agency on aging in conjunction with the State
unit on Aging. That sub-State data is not reported at
the national level.

o The AOA Title III information system collects data on
service units and client counts on an annual basis
only. Data for FY 1986 will not be available to us
until early December. upon receipt, we will begin
analysis. In response to your request for data, we
queried our regional offices for information which
states could share informally and voluntarily. We found
that most States do not collect program data quarterly,
and only 13 States had data they could share. Analysis
of the data shared by States shows that the number of
persons served fur social services and meals remained
about the same through the third quarter of FY 1986 as
it had been through that period of FY 1985.
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3. Please descr ibe the degree to which you expect the
reduction in services, due to the 4.3% reduction because of
sequestration, to be offset by the AOA's various sanagement
in itiatives.

o The managerient initiatives cited in the February 21
testimony were improvements in productivity. increased
contributions, and USDA reimbursements.

o We will not have any FY 1986 data on improvements in
productivity until the end of the fiscal year.

o Program income reported through the third quarter in
FY 1986 was $108.9 million, compared to $96.7 million
through the third quarter in FY 1985. This represents a
13% increase over the FY 1985 level and a return on the
Title III dollar of 25%, compared to about 21% in FY
1985.

o The funds available from USDA increased in FY 1986. The
appropriation for Title III meal reimbursement for FY
1985 was $120.8 million, plus an additional $6.2 million
supplement; the appropriation for FY 1986 was $131.1
million, supplemented by an additional $2.3 million.
The reimbursement rate per meal held at about 560,
rather than dropping to 53t as USDA had earlier
projected. Currently. USDA projects a reimbursement
rate of 57. for FY 1986.

o In addition, we do have information from several States
on pooling of non-title III funds (to use for Title III
purposes). For these States, the total amount of funds
outside Title III and Title III-match was 18% higher as
of the third quarter of FY 1986 than at the same time in
FY 1985. Anecdotal information indicates that at least
four States put new resource generating strategies into
effect. These included special appropriations by the
State legislature specifically for home-delivered meals,
further tapping of local funds, and use of some FY 1985
funds carried over into FY 1986.

Do the state and area agencies on aging agree with your
position that such initiatives will offset reductions to
Gramm-fudman-Hollinqs.

o States, AAAs, and our elderly participants have been
very resourceful in cutting costs and increasing
contributions to limit the impact of diminished
resources,



162

What has the AOA done or what does it plan to do to
determine the viewpoints of tre state and area agencies on
aging about the expectation that Gramm-Rudmnd-HollinT s
reductions would be offset by management initiatives?

0 The Administration on Aging has frequent contact with
membership organizations such as the National
Association of State Units on Aging (NASUA), the
National Association of Area Agencies on Aging (N4A),
and the National Association of Regional Councils of
Government. These organizations help to keep us
informed of progress and problems with national program
initiatives. We also receive direct mail and telephone
communications from staff and program participants. In
addition, I have initiated a series of meetings in each
Region where I will comie into direct contact with nearly
all SUA directors, and most AAA directors. I also
participated in the national membership meetings of
NASUA and N4A in August of 1986.

4. Which specific services does AoA deem to he those critical
services which will continue to receive a high priority because
they are "essential to the maintenance of independent living',
and which are considered "less critical' services which will be
reduced?

o The SUA's and AAA's make the final decisions about which
services will be developed and provided through the
older Americans Act in each planning and service area.

o Our Information shows that the aging network is putting
increased emphasis on using all community resources, not
just older Americans Act funds to develop critical
family and community based care. Thus, services which
make a critical difference in whether or not an elderly
person must leave a family and/or community setting and
enter a nursing home become important in that they apply
to acute situations. Somle of the services which can
prevent or delay institutionalization are homemaker
service, respite care, adult day care, and
home-delivered meals.

o It appears that this change has not caused the supply of
"less critical' services, such as group socialization
and life enrichment activities to diminish in quality or
availability. We see a continuing role for AoA, the
SUA's and the AAA's in encouraging the development and
improvement of these group socialization services.

How is the AOA communicating this to the state and area
agencies on aging and to tnose who provide Older Americans Act
furnding or supportive services?

o AoA has a formal system of program issuances which
convey policy and other useful information to SUA's and
AAA's. we also publish Aging magazine, which highlights
current issues, trends, new ideas, and outstanding
programs for the elderly.

o AOA regional offices have regular contacts with SUA's.
AAA'S, and service providers. They frequently convene
training conferences to support AoA initiatives and
assist the aging network in the development of services
improvement and management strategies.
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AOA uses the research, demonstration, and training provided
under Title IV of the of the Older Americans Act to assist all
levels of the aging network to develop and understand the full
range of service options and best practice approaches for
assisting the elderly.

o In addition, I have continuing direct contact with
persons throughout the aging network through speaking
engagements, membership meetings, and working sessions
at the Regional level with SUA and AAA directors.

How has the AOA monitored the state and area agencies to
ensure that this expectation is met?

o AOA receives periodic tormal reports on financial and
program progress from each SUA. These reports contain
information about AAA's and social services provided.
The reports are an important starting point for
monitoring SUA implementation of the Older Americans
Act. The AoA regional offices discuss requirements
related to the older Americans Act with the SUA's and
make observations by telephone, in meetings and, at
times, on site. The SUA's in turn monitor the AAA's, and
the AAA's monitor the performance of the service
providers.

what has been the role of the regional offices in providing
oversight and monitoring to ensure that this expectation is met?

o The regional offices carefully review the reports
provided by the States on piogram performance. The
reports are fully discussed with the States. The
regional offices are important in monitoring the program
because of their detailed knowledge of State operations
and contact with State staff on specific program issues.

How have these roles been provided in the two regions where
the AoA is experimenting with absorbing regional office
functions into the regional DHHS offices (i.e. Chicago and New
York)?

o Reporting lines have changed for staff in Chicago and
New York, but expectations for monitoring and assisting
states have not changed. The Commissioner on Aqinq
retains direct control over ACA funds and functions. AOA
central office maintains the same substantive contact
with these regions as it does with the other regions.
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5. You stated that "In 1987. the Administration's budget
proposal is to return aging service programs to the 1985
level." According to the DIHmS budget released February 5, the
Budget Author ity for your programs will be $689 million, which
is $13 less than the $702 million in 1985. Please clarity your
statement which appears to be inconsistent with information
available from the Plims.

0 The 1987 level is the same as that appropr iated for
fiscal year 1985 tor the "services" portion of the
Administration on Aging's budget request. The $13
million difference is in the Title IV Research and
Discretionary Projects and Proqraims portion of the
budget. The request for the "services" portion of the
budget--i.e., supportive services, nutrition programs,
and grants to Indian Tribes is the same as that
appropriated for fiscal year 1985. The lower level
requested for the discretionary activities is consistent
with Office of Human Development Services policy to
maintain support for direct services activities by
reducing lower priority, non-direct services activities.

NUTRITION SERVICES

I. The sequester for congregate and home delivered meals in PY
1986 totals about $18 million. How many meals have been cut as
a result? Have the number of meals served to each beneficiary
been reduced, or have the number of beneficiaries been reducedy'
or both? How has this been handled?

u The only specific national information on number of
madls which is collected on a quarterly basis is the
count reported to USDA for purposes of reimbursement.
As of the third quarter of FY 198G, 167,908,342 meals
were reported to USDA for reimbursement, compared to
165,719,763 through the third quarter in FY 1985. This
is an increase of nearly 2.2 mnillion meals, or about
1.3% more than reported at this point in FY 1985.

2. What has happened to the people who did not receive these
rmeals? For instance, would a homebound elderly woman with
arthritis be able to obtain meals that provide one-third of the
daily nutritional requirements through some other source?

0 Area Agencies on Aging are making every effort to assure
that the most vulnerable elderly persons will continue
to receive nutrition and supportive services. In those
instances where an elderly person is not able to receive
a meal funded under Title Ill, the Area Agency on Aging
will explore the resources available from, and work
with, private and local non-profit organizations that
provide nutrition services to older people. Let me
assure you that we are comtmitted to work with
organizations serving the elderly to assure that older
people are linked to services. Our goal is to assure
that all community resources, not just Title III, are
being used to respond to the needs and challenges posed
by our aging society.
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3. If these Older Amrericans cannot physically go elsewhere or
do not find these meals available elsewhere, do you think the
likelihood that they may fall ill and require other services,
which may also be cut, will be increased?

0 We are aggressively continuing our efforts to build a
stronger, more comprehensive, community-based system of
care which responis to the needs of older people,
particularly those at risk of losing their
independence. State and Area Agencies on Aging are
working cooperatively with organizations committed to
linking and coordinating programs for the elderly that
are supported from a variety of Federal, State, and
local funding sources. These expanded efforts ensure a
more effective and efficient system of care--one that is
highly visible, easily accessible, and which provides an
immediate and appropriate response to the service needs
of older persons, particularly the vulnerable elderly.

4. Have there been or will there be additional reductions in
meals because of the sequestration of Department of Aqriculture
Title III commodity funds? How manl meals have been or will be
cut?

0 No meals have been, or are expected to be, cut in FY
Im, . As f tiie end o0 the third quarter, meals
reported to USDA hao increased by 1.3% over the third
quarter in 1985 to 167,908,342, and the reimbursement
rate has remained the same as last year (564). Funds
available from the Department of Agriculture for meal
reimbursements increased rather than decreased in FY
1986.

TITLE IV: RESEARCH, TRAINING AND DISCRETIONARY PROJECTS

1. The Administration proposed a 52% decrease in funding for
research, training, and other discretionary purposes which is a
dramatic decrease. Specifically, how wuld such a reduction
occur? Would contracts currently in effect be reduced? If so,
which contracts have been, or will be, reduced? what contracts
or awards would not be made that were otherwise planned?

o The funding reduction proposed for FY 1987 in Title IV
research, training, and demonstration programs will have
a minimal effect on current projects. Only a modest
number of Title IV projects are scheduled for
continuation funding in FY 1987. Their continuation
costs can be met readily within the the proposed
$12,500,000 budget. Those projects will, however, be
reviewed for evidence of satisfactory progress before
being funded. Budget cuts in continuation projects, if
any, will be made on a case-by-case basis.

o New awards in FY 1987 will be fewer than in previous
years under the proposed Title IV fundinq reduction.
But the subject area priorities under which AoA invites
R&D and Traininq project applications will remain
intact. With continued careful selection of grant
awards, and more effective use of Title IV project
findings and products, the quality of the research,
training, and demonstration programs can be maintained.
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2. Uras the reduction in this category, through the
Gramm-pudman-Hollinqs cut, had daly impact on the legal
services-related awards currently in effect or antichpated for
the balance of FY 1986 or ifY 1987?

o The reduction in Title IV funding in FY 1986 resulting
from the Gramm-Rudman-Hollings sequestration has not had
any material effect on the priorities established for
Title IV research, demonstration, and training programs,
including the category of legal assistance projects for
older persons. For FY 1987, these program priorities
will be sustained but Gramm-Rudman-Hollings funding cuts
will curtail the number of awards made.

o AOA has assisted in the development of legal services to
older persons through support of several projects. In
one project the American Bar Association (ABA) is
organizing private bar associations to provide pro bono
and reduced fee programs for older persons. Under this
AoA support, the ABA has been working for the past
several years with State and local bar association
projects and with other groups to develop such
programs. increasingly, we are seeing the proliferation
of such projects and we expect this trend to continue.
Bar associations in over 30 States have established
committees to develop pro bono programs and provide
leadership to resolve the legal problems of older
persons.

o In addition to the ABA project, AoA is currently
supporting projects by the National Senior Citizens r1aw
Center, the American Association of Retired
Persons/lteqal Counsel for the Elderly, and the Center
for Social Gerontology. Through these projects, State
and Area Agencies on Aging and local providers of legal
services to the elderly receive training and technical
assistance.

o AOA is also supporting two demonstration projects which
are testing the feasibility of a legal services hotline
and the use of a law school clinic to provide legal
services to older persons.

3. Have contractors of Title IV funds received notices
concerning the reductions? if so, please provide us with a
copy .

o Title TV Project grantees have not received notices
concerning any cuts in their current budgets. Budget
levels for continuation rrojects have always been, and
will continue to be, subject to such factors as the
availability of funds and satisfactory project
performance.

o As a result of the 4.3% Gr amem-Rudman-Hollinqs reduction
in funds, marginally fewer grants than anticipated have
been awarded.
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4. What research, training and discretionary projects were
rcduceo as a zrsult of Gramm-Rudmafn-Hollinq5?

o No research, training. and other Title IV discretionary
projects have had their budgets reduced as a result of

Gramm-Rudman-Hol I ings.

o AS a result of the 4.3% Gramm-Rudman-Hollinqs reduction
in funds, marginally fewer grants than anticipated have
been awarded.

OTHER SERVICES

1. iias there been any reduction in funds or other resources
provided to state or subitate ofbbudsman programs? If so,

please describe the extent and nature of this reduction,
including anticipated reductions in services provided by the
ombhidsrran programss

o Section 304(a) of the older Americans Act requires all
States to use an amount equal to at least one percent of
its Title III-B allotment or $20,000, whichever is
greater, for the ombudsman program. Each State Aqency

on Aging determines what nortion nf its Title IIi-B
funds, beyond the minimum requirement, will be expended
for the ombudsman program. Marny State and Area Aqencies
have obtained additional funds from other resources to
help support the program.

o In FY 1984, the total funding from State and other
sources for ombudsman Programs nationwide was
$14,302,102. The State reports submitted for FY 1985
indicated a total funding level for both State and local
programs of S18,553,833. The FY 1985 figure signifies a
$4 million or 29 percent increase over the FY 1984
figure. The FY 1985 reports indicated a total funding

level from all sources of $10,408,645. The FY 1984
amount represents a 37 percent increase over FY 1985.
Since these data are only available annually, we will
not have information for FY 1986 until mid-1987.

2. is the omlbudsman program considered a high priority or
less criti-lw seivice by the AoA?

o AoA is placing an ever greater emphasis on ensuring the
development of a fuli continuum of care service system

in every community. This emphasis includes greater
attention to building linkages with the health community

and to strenqthening relationships with both acute and
long term care institutions. The Long Term Care

Ombudsman program is a key element in working with long
term care facilities. State and Area Agencies will look
to the ombudsman to help build these linkages. AOA will
place an increased emphasis on ensuring Statewide access
to the ombudsman program. we believe that quality
institutional care, like quality in-home and supportive

services needs to be a part of an effective community
system of services for Older Americans wherever they
live.
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3. Specifically, what effort is underway by the AoA to
identify any reductions in the levels of ombudsman program
funding or services, or is planned for the future?

o AoA has no plans to reduce the level of funding for the
ombudsman progqanl. The recent 4.3 percent reduction in
T tic III-B supportive services may affect State
decisions about whdt portion of these funds are devoted
to tne omouasman program, but accurate information
regarding the FY 1986 funding level will not be
available until mid-1987: therefore, we are unable to
determine what changes nay take place as result of the
4.3 percent Title III-B reduction.

o Since AOA is giving greater proqram emphasis to the
needs of vulnerable older persons, we anticipate a
stronger, more effective ombudsman program. Given the
trends preyiously noted for increased funding of the
program since 1982, we expect the program to expand,
rather than diminish in spite of the 4.3 percent
reduction in Title llr-S funds. AOA is exploring other
potential program initiatives to address concerns about
improving the quality of care provided older persons in
institutional settings.

o In an attempt to strengthen the ombudsrvn program, we
are working with the HCFA Office of Survey and
Certification to plan joint activities for improving the
communications between tne state Licensing and
Certification program and the State oebudsman program.
We are exploring opportunities for sharing information
and reportsincluding establishing periodic meetings to
exchange information.

HOME-DELIVERED MEALS

1. Prior to passage of Gramm-Rudman, how man Meals-on-Wheels
were supposed to be delivered this year? Hodo this compare
to 5 years ago? Over the past 5 years, how does the numberof
meals delivered compare to the appropriations for this program?

o The FY 1987 budget request estimated that 220,642,262
meals would be provided under Title 1ll-C in FY l986t no
breakout was made of congregate vs. home-delivered
meals. Rowever, in FY 1985, 75,539,259 home-delivered
and 149,875,805 congregate meals were actually served.

o The following meals were served from FY 1981 through
1985:

Amount Available 1981 l902 1983 1984 1985
for meals $34 9g'7,o000 $34TIU4,000 S3W7Y99,000 3677M,00 $367TlH 734

ieals 187,877,884 190,849,919 202,569,488 214,159,193 225,415,064
d Uelivered 45.283.802 50,528,695 57,519,472 66,710.527 75.539.259
Congregate 142,594,082 140,321,224 145,051,016 147,448,666 149,875,805

o After the sequester, $367,920,075 was available for
congregate and home-delivered meals.

o Home-delivered are also provided in great numbers by
a wide range of non-profit organizations and
volunteer groups. it is impossible for AoA to record
this level of important community support to
home-delivered older Americans.



169

2. H10w has the cost per meal changed over the past 5 years?
Have the Area Aqencies on Aqinq become more efficierrt over time
in providing meals at a lower cost?

0 Analysis of the ratio between total meals served and
total Title Ill-C funds, after transfers, shows a trend
over the past five years toward less reliance on) Title
III. This suqqests a combination of improvements,
including increased efficiency in managing, income from
client contributions, and more non-Title III resources
generated. The amount of Title III funds required to
produce one meal is calculated ds follows:

FY 1981 (est.) $1.86
FY 1982 1.79
FY 1983 1.71
FY 1984 1.71
FY 1985 1.69

o Final information for FY 1986 will be required in order
to estimate the Title III share per meal for this fiscal
year.

3. Given the first "sequestert how many fewer meals will he
served this year than oriainally planned?

o As stated earlier, as of the third quarter of FY 1986,
167,908,342 meals were reported to USDA for
reimbursement. This was an increase of 1.3% over the
number reported at the same tim-e in FY 1985. At this
time we do not expect a decrease in meals in FY 1986.

o our informal survey of thirteen States showed that the
number of persons served increased about 4% for social
services, decreased about 5% for conqreqate meals, and
increased about 4% for home-delivered meals.

o These numbers, while not providing a true national
picture, are consistent with the national trend toward
greater use of the States' authority to transfer funds
out of congregate meals in order to fund more
home-delivered meals and social services.

4. If the Fall sequester takes place, and funding is reduced
by roughly 2U0, what will be the impact on Meals-on-Wheels?

o Some of the impact of any sequester would be lessened by
AoA-assisted improvements in meal productivity,
increased contributions, and through the USDA
reimbursement. In addition, individual States and
localities- may use their transfer authority to fund more
meals, pool non-Title III resources to provide more
meals, or develop new revenue producing strategies.
Aqain, changes in government funding may or may not
impact on the large number of meals provided by
non-profit groups and volunteer efforts.
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AOA AI:i! NIT'TRATION

1 Has AoA been asked to absorb a greater percentage of
reductions in operating funds or staffing than any other
proqraFnTswithih the off f e of Ham nTan Developmrent Services?

0 AOA has not been asked to absorb a greater percentage of
reductions In operating funds or staffing than any other
proqramIs within the office of Human Development

Services. Current efforts are to distribute funding and
staffing reductions equitably among program units so
that, in spite of d general hiring freeze instituted in
order to stay within available funds, neqdtive impact
will not he created on any one operation.

2. were there any reductions in AoA staff in FY 1985, either
in actual positions or fiLr!-time Ti8Tvalencies?

o AoA experrenced no involuntary reductions during
FY 1985. Attrition accounted tor a loss of 20 staff
members. AQA. along with all of HDS, has been under a
hiring freeze for approximately two years in order to
reet FTE ceilings by attrition rather than by
reduction-in-force or furlough.

3. Have there been any staffing reductions in FY 1986 or are
any anticipated during the balance of FY T986?

o During FY 1986, attrition in AnA staff accounted for a
toss of 13 staff members, (This numibher includes those
who, have already left and those for wh"o:! a release date
has been given.) Durinq that period, there were three
accessions to AoA. we do not antizcipate any further
losses or gains before September 30, 1986.

4. Are there any current vacant positions that will not be
fillerd?

The Administration on Aging is currently under a hiring
freeze. Consequently we do not expect to be hiring any
staff outside the agency in the near future.

5. if there have been any staffins reductions, it staffing
reductions are anticipated, any vacancies will not be
filled, what program areas have been or would be affected by
these reductions?

o No program areas have been identified for formal
reductions; however, we have moved staff members among
program areas when critical sets of skills were lost in
a particular program area, or when a serious imbalance
of clerical support occurred.



171

6. Are there any plans to reduce staff In AoA's regional
offices or further plans to consolidate any regional offices?
if so, pledase describe these plans.

o There are no such plans at this time.

7. Have AoA's travel funds been reduced from the FY 1985
lrvv-!? Have any oT Ao' s travel tunds been redirected to other
proqrarrs or efforts with OHDS or DHHS15? If so, what is the
Justification for travel funds reductions or redirection? What
travel-related activities have been or will be reduced or
eliminated as a result of these reductions?

o Recause of reductions in Salaries and Expenses for HDS
in FY 1986, there was less money availahle for travel
after meeting salary costs. Therefore. AoA travel funds
were reduced from the FY 1985 level as were travel funds
for all HDS components. AoA travel funds have not been
redirected to other programs or efforts within OHDS or
DHHS. In fact, additional travel money was made
available to AOA during the year so that the agency
could carry out high priority travel. Reductions in
travel were accomplished by consolidating trips,
limiting the number of staff per trip, and by
prioritizing the selection of site visits. Even with
limited travel resources. A0A was able to carry 0ut iLs
programmatic priorities and responsibilities.

8. It is our understanding that requests from state and area
agencies on aging to AOA, including tne regional offices, for
assistance and opinions are going unanswered or are not being
responded to for lengthy periods. wlfl FY 1986 reductions have
any further impact on this situation? What is AoA doing to try
to respond to these requests in a more timely manner?

a We are not aware of a backlog of written policy and
assistance requests from SHlAs. In general, service
providers are assisted through AAAs, and SUAs provide
guidance and assistance to the AAAs. Therefore, we have
instructed our regional offices to focus most of their
resources on SUAs and Indian tribes.

o The timeliness of responses is being monitored, and is a
standard element in the performance appraisal of almost
all AoA ersployees. We consider timeliness a very serious
issue and will continue to try to upgrade our
performance.
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