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LETTER OF TRANSMITTAL

U.S. SeNATE,
SpECIAL COMMITTEE ON AGING,
Washington, D.C., April 1,1977.
Hon. Wavrter F. MoNDALE,
President of the Senate,
Washington, D.C.

Dear MRr. PresmenT: Under authority of Senate Resolution 873
agreed to March 1, 1976, I am submitting to you the annual report of
the Senate Special Committee on Aging, “Developments in Aging:
1976,” Part 1. .

Publication has been delayed this year by one month because of
Senate reorganization and the need for the new membership of this
Committee to review the draft report.

Senate Resolution 4, approved by the Senate, February 1, 1977,
authorizes this Committee to continue inquiries and evaluations of
issues on aging. This pertains not only to those of age 65 and beyond
but others who find that advancing years affect their lives in one way
or another.

On behalf of the members of the Committee and its staff, I want to
extend my thanks to the officers of the Senate for the cooperation and
courtesies extended to us.

Sincerely,
Frank CuurcH, Chairman.

)



SENATE RESOLUTION 373, 94th CONGRESS, 2d SESSION

Resolved, That the Special Committee on Aging, established by
S. Res. 33, Eighty-seventh Congress, agreed to on February 18,1961, as
ame'aznded and supplemented, is hereby extended through February 28,
19772

SkEc. 2. (a) The committee shall make a full and complete study and
investigation of any and all matters pertaining to problems and op-
portunities of older people, including, but not limited to, problems and
opportunities of maintaining health, of assuring adequate income, of
finding employment, of engaging in productive and rewarding activity,
of securing proper housing, and, when necessary, of obtaining care or
assistance. No proposed legislation shall be referred to such commit-
tee, and such committee shall not have power to report by bill, or other-
wise have legislative jurisdiction.

(b) A majority of the members of the committee or any subcom-
mittee thereof shall constitute a quorum for the transaction of business,
except that a lesser number, to be fixed by the committee, shall con-
stitute a quorum for the purpose of taking sworn testimony.

Skc. 8. (a) For purposes of this resolution, the committee is author-
ized from March 1, 1976, through February 28, 1977, in its discretion
(1) to make expenditures from the contingent fund of the Senate, (2)
to hold hearings, (8) to sit and act at any time or place during the
sessions, recesses, and adjournment periods of the Senate, (4) to re-
quire by subpena or otherwise the attendance of witnesses and the
production of correspondence, books, papers, and documents, (5) to
administer oaths, (6) to take testimony orally or by deposition, (7) to
employ personnel, (8) with the prior consent of the Government de-
partment or agency concerned and the Committee on Rules and Ad-
ministration, to use on a reimbursable basis the services of personnel,
information, and facilities of any department or agency, and (9) to
procure the temporary services (not in excess of one year) or inter-
mittent services of individual consultants, or organizations thereof, in
the same manner and under the same condition as a standing committee
of the Senate may procure such services under section 202(i) of the
Legislative Reorganization Act of 1946.

(b) The minority shall receive fair consideration in the appointment
of staff personnel pursuant to this resolution. Such personnel assigned
to the minority shall be accorded equitable treatment with respect to
the fixing of salary rates, the assignment of facilities, and the accessi-
bility of committee records.

Skc. 4. The expenses of the committee under this resolution shall
not exceed $507,000, of which amount not to exceed $20,000 shall be
available for the procurement of the services of individual consultants
or organizations thereof.

1 Agreed to Mar. 1, 1976.



VIII

Sec. 5. The committee shall report the results of its study and in-
vestigation, together with such recommendations as it may deem ad-
visable, to the Senate at the earliest practicable date, but not later than
February 28, 1977. The committee shall cease to exist at the close of
business on February 28,1977.

Sec. 6. Expenses of the committes under this resolution shall be
paid from the contingent fund of the Senate upon vouchers approved
by the chairman of the committee, except that vouchers shall not be re-
quired for the disbursement of salaries of employees paid at an annual
rate.



PREFACE

Faced by a challenge to its Committee on Aging, the Senate of the
United States emphatically decided early in 1977 that the committee
would continue.

The issue was raised by a Senate reorganization plan which would
have put major responsibility for aging legislation and oversight into
a new Committee on Human Resources.

With others, I argued that aging cuts across so many jurisdictions
that no single legislative committee could possibly deal with all issues
of concern to older Americans and their families.

What was needed, we said, was a continuation of the committee in
the form it took when established in 1961 without authority to receive
and report bills, but with the clear-cut duty to search out the facts on
aging and “put it all together” in presenting information and recom-
mendations for Senate action.

On February 1, 1977—after an intensive effort within the Senate
and from outside, including an outpouring of letters from individual
older Americans and their organizations—the Senate voted, 904, to
keep the committee.?

That outcome has significance far beyond immediate Senate reorga-
nization issues.

It recognized the growing need for special attention to aging in both
Houses of Congress.? That need is caused partially by the increase in
the number of aged and aging Americans, with even more extreme
changes in proportions of young and older populations expected in the
not-too-distant future. It 1s also caused by the need to take stock of
existing Federal programs and agencies for adequacy and effectiveness,
all the more so since the new administration has a clear commitment
to reorganization of the executive branch as one step toward more re-
sponsive and efficient government.

Additional evidence about the need for far-ranging congressional
attention to the needs and aspirations of older Americans is provided
in the chapters of this report.

1 Senator Church, with 50 cosponsors, had introduced an amendment to S. Res. 4, the
reorganization plan offered by the Temporary Committee to ‘Study the Senate Committee
System. His amendment, modified at the suggestion of supporters of S. Res. 4. gave the
Committee on Aging permanent status simflar to that of the Small Business and Veterans
Committees. One of the compromise features was reduction in size from 16 to 9 members.
For present membership. see inside cover of this report. For Congressional Record debate,
see pp. S1827 to 1878 in the Feb. 1 issue. Senator Harrison Willlams, former chairman
of this committee and now chairman of the Committee on Human Resources, argued
against assigning the functions of the Committee on Aging to the Human Resources Com-
mittee. At hearings by the Senate Rules Committee—of which he is a member—and during
‘Senate floor debate, he argued that issues related to aging cut across so many Senate
jurisdictions that only a speclal, factfinding committee could deal with them adequately.

2 Representative Claude Pepper, chairman of the House 'Select Committee on Aging,
joined Senator ‘Church in urging continuation of the Senate unit on aging. He sald that
the House had established its unit in 1974 with the Senate example very much in mind,
recognizing the need for a similar nonlegislative approach in that body.

(IX)
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There is, for example, the ﬁndm% that the number of older persons
living in poverty was actually on the increase in the aftermath of the
197475 recession. Even more troubling is the possibility that a revi-
sion of poverty standards,® now under way, could drastically raise this
number and provide a more realistic picture of the economic strains
facing so many of our elderly citizens, including many who thought
that they had planned adequately for their retirement years,

No matter what the official measure of impoverishment finally be-
comes, however, the day-to-day struggle with the cost of living re-
mains the primary concern of many, if not most, of our elderly
population. )

That struggle still centers partially around the onslaught of infla-
tion upon social security benefits and other forms of retirement in-
come. In prior reports the committee has made the point that older
persons generally spend more of their income than other age groups
for major essentials, including health care, housing, food, and
transportation.

That situation still holds true, but it has been intensified immensely
by the drastic impact of high energy costs. The cruel winter of 1977
has dramatized their predicament: this committee has received in-
formation about utility bills which have more than doubled, or about
people who spend 15 or 20 percent or even more to heat their living
quarters.

Warmer weather could cause forgetfulness about discomfort and
outright suffering during the prolonged cold spell, but the Congress
simply cannot permit this to occur. This committee—at the suggestion
of its new ranking Republican member, Senator Domenici, and in con-
tinuation of its ongoing evaluation of Federal policies related to energy
needs of older Americans—will soon look intensively into those needs.
One question will be: How can we provide not only emergency help
but sustained action intended to make the homes of the elderly more
secure against the harshness of winter?

Furthermore, how can we alert the Nation to the fact that the energy
cost problem can become the last straw for many desperate elderly
persons who already are faced by other crucial everyday predicaments:

—Medicare, invaluable as it is, still falls far short of actual need
and is weakest where need is often greatest: it still lacks, for ex-
ample, coverage of out-of-hospital prescription drugs, eyeglasses,
and most dental care. The new administration has given a wel-
come sign of concern about medicare ; the Carter budget proposes
a freeze on the premium charges. The actual savings will be only
a few dollars a year, but the proposal is important because it
recognizes that medicare participants have been paying more and
more in charges for less and less in coverage. The preceding ad-
ministration was perfectly willing to let the increases in charges
continue. But the proposed freeze would at last draw a line on
one of the costs. Additional steps should be taken in similar
directions.

3 For a discussion of poverty levels, including a differing view formulated by the Con-
gressional Budget Office, see pp. 4 to 6 of this repgrt. £ v on
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—Inherent limitations within medicare are bad enough, but older
Americans, in particular, must feel intense bitterness when they
read about ripoffs and abuse within that program and also within
medicaid. The Senate Committee on Aging, particularly within
recent months, has devoted a great deal of attention to fraud in
federally assisted health care programs. We’ve looked into such
matters as kickbacks from pharmacies to clinics and nursing
homes, so-called “medicaid mills” in big cities, and questionable
home health operations in California. We have recognized that
our investigations raise serious questions about the prospects for
a national health insurance program serving all age groups, but
we will continue those investigations for that very reason, as well
as for reasons of justice and equity. The question is simple:
How can we hope to have national health care for everyone if we
can’t manage the programs now serving the elderly and the poor ¢
Our hearings have already suggested many roads to reform; we
will now press for constructive action, not only against wrong-
doing. but also for health care options that will reduce present
overdependence on institutional care.

—Housing costs, intensified by the energy crisis, require close scru-
tiny by the Senate Committee on Aging. It may well be that in
some parts of the Nation older persons are being priced out of
the housing market. A major section 202 direct loan program
finally was geared up in 1976 to help nonprofit sponsors provide
housing for the elderly, This program, however, still suffers from
delays and questionable policies in implementation. In addition,
it is not sufficient to meet total need and should be buttressed by
a variety of other efforts, including broader action by States.
Perhaps the best way to alert the entire Nation to the older Ameri-
can housing crisis is to prepare and provide detailed profiles of
need in varying locales of the Nation. This committee will ex-
plore that possibility.

A number of other difficulties are described in this report: Such
matters as recession’s continuing effects on older workers, special needs
in rural areas, contradictions in transportation policies and programs,
and disaster relief for the elderly. But many of the pages tell of posi-
tive developments as well. For example, one section describes the
dramatic increase in educational opportunities for the so-called “non-
traditional”—in this case, older—person. Another section describes en-
couraging actions taken at the State level to increase the variety and
support of programs for the elderly.

So it goes in aging: a very mixed record of progress and problems.
Last year’s report by this committee suggested that perhaps the time
had come for a “midway” look at national achievements and short-
comings on aging made since the 1971 White House Conference on
Aging. The thought was that such a conference, held halfway through
the decade which usually intervenes between such conferences, would
be timely and useful. But another course is also open: to start plan-
ning in the very near future for a White House Conference on Aging
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in 1980 or 1981. If we begin early enough, we can insist on having the
facts that will be needed to judge how well this Nation is doing, and
what more it needs to do, for the well-being of older Americans. I am
preparing legislation calling not only for a conference, but for inten-
sive preparations which can also be closely related to executive branch
reorganization proposals. Next year, when this report is again issued,
I hope that I can report to you that this effort is well underway.

Frank CHUrcH,
Chairman, Special Committee on Aging.
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EVERY TENTH AMERICAN !

Two hundred years ago, when we declared our independence, the
colonies had a total population estimated at about 2.5 million. Virginia
was the most populous with about 0.5 million. Pennsylvania was next
with about 0.3 million. Then came North Carolina, Massachusetts,
Maryland, New York, and Connecticut, ranging down in that order
to about 0.2 million, with the remaining colonies following. Life ex-
pectancy at birth was probably about 38 or 39 years so that the older
population numbered about 50,000—or 2 percent of the total.

By 1900, there were 3 million older Americans—those aged 65 and
over (65-plus)—comprising 4 percent of the total population, or every
25th American. As of mid-1975, 22.4 million older persons made up
better than 10 percent of the over 213 million total resident popula-
tion—or every 10th American. (In mid-1976, 22.9 out of 214.6 million,
or 10.7 percent.)

In 1975, the largest concentrations of older persons—12 percent, or
more of a State’s total population—occurred in 9 States: Florida (16.1
percent), Arkansas (12.8 percent), Iowa (12.7 percent), Kansas, Mis-
souri, and Nebraska (all three at 12.6 percent), South Dakota (12.5
percent), Oklahoma (12.3 percent), and Rhode Island (12.2 percent).

California and New York each had more than 2 million older people
and Pennsylvania, Florida, Texas, Illinois, and Ohio each had more
than 1 million.

Almost one-fourth of the Nation’s older population lived in just
three States (California, New York, and Pennsylvania). Adding five
more States (Florida, Texas, Illinois, Ohio, and Michigan) brings
the eight-State total equal to almost half the older people in the Uni-
ted States. It takes 11 more States (New Jersey, Massachusetts, Mis-
souri, Indiana, Wisconsin, North Carolina, Tennessee, Minnesota,
Georgia, Virginia, and Alabama—a total of 19) to account for just
under three-fourth of the older population and an additional 11 (a
total of 30) to include 90 percent. The remaining 10 percent of the
65-plus population lived in the remaining 21 States (including the
District of Columbia).

What is this population like, and how does it change?

GROWTH IN NUMBERS

During the 70 years betwen 1900 and 1970 (the last census), the
total population of the United States grew to almost three times its

1 Prepared by Herman B. Brotman, consultant to the Special Committee on Aging, U.N.
Senate, and former assistant to the Commissioner on Aging, Department of Health, Educa-
tion, and Welfare. Data for somewhat later periods for some subjects will become avallable
after January 1977, when this analysis was prepared, but any significant changes in
relationships are exceedingly unlikely.
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size in 1900 while the older part grew to almost seven times its 1900
size—and is still growing faster than the under-65 portion. Between
1960 and 1970, older Americans increased in number by 21 percent as
compared with 13 percent for the under-65 population (a further 15
percent versus 6 percent in 1970-76).

The most rapid growth (the largest percentage increases) in 1960~
70 occurred in Arizona, Florida, Nevada, Hawaii, and New Mexico,
in each of which the 65-plus population increased one-third or more.
These five States and Alaska were the fastest growing in 1970-75 as
well. Florida, with considerable in-migration of older persons, had
the highest proportion of older people, 14.5 percent in 1970 and 16.1
percent in 1975. In 1975, California became the State with the largest
number of older people, 2,056,000, outnumbering New York (2,030,-
000) which was first in 1970.

TURNOVER

The older population is not a homogeneous group nor is it static.
Every day approximately 5,000 Americans celebrate their 65th birth-
day; every day approximately 3,600 persons aged 65-plus die. The net
increase is about 1,400 a day or 500,000 a year but the 5,000 “newcom-
ers” each day are quite different from those already 65-plus and
worlds apart from those already centenarians who were ﬁom during or
shortly after the Civil War.

AGE

As of mid-1976, most older Americans were under 75 (62 percent) ;
one-half were under 73; and more than one-third (36 percent) were
under 70. Between 1970 and 1976, the population aged 65 through 74
increased 14 percent but the population aged 75-plus increased 16
percent. Close to 2 million Americans are 85 years of age or over.
Accurate data on the number of centenarians is not available but well
over 7,000 persons who produced some proof of age are 100-plus and
receiving social security benefit payments.

HEALTH STATUS AND UTILIZATION

In household interviews in a national sample of the noninstitutional
population in 1973, over two-thirds (68 percent) of the older persons
reported their health as good or excellent as compared with others of
their own age. Some 22 percent reported their health as fair and some
9 percent as poor. Minority group members, residents of the South,
residents of nonmetropolitan areas, and persons with low incomes were
more likely to report themselves in poor health.

Assuming all older people in institutions are, by definition, in poor
health, a total of 14 percent of all older people consider themselves in
pocr health.

The most frequently reported chronic conditions are: arthritis (38
percent), hearing impairments (29 percent), and vision impairments,
hypertension, and heart conditions (each about 20 percent).

While over 80 percent of the noninstitutional older population re-
posted some chronic condition, less than 18 percent said that such
chronic condition limited their mobility. Some 5 percent were con-.
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fined to the house (but only slightly over 1 percent were bedridden) ;
almost 7 percent needed help in getting around (less than 2 percent
needed the help of another person and less than 5 percent needed an
aid like a cane, walker, or wheelchair) ; and almost 6 percent could
move around alone, but with some difficulty.

Older people are subject to more disability, see physicians 50 percent
more often, and have about twice as many hospital stays that last al-
most twice as long as is true for younger persons. Still, some 83 per-
cent reported no hospitalization in the previous year.

Of the 960,300 older people in nursing homes at the time of the 1973
74 study, 17 percent were aged 65-74, 40 percent were 75-84, and 43
percent were 85-plus (in the total older population, the percentages
are 62, 30, and 8) ; 72 percent were women (60 in the total) ; 69 percent
were widowed, 15 percent single, and 12 percent married ; and 95 per-
cent were white. Of every 100 admissions to the nursing homes, almost
40 came from their own private residences (only 13 had been living
alone), 36 came from general hospitals, 14 from other nursing homes
or other facilities, and the rest came primarily from mental institu-
tions and boarding homes.

Preliminary estimates for fiscal year 1975 show per capita health
care costs for older Americans came to $1,360, or 3.6 times the $375
spent for each under-65 person : $603 went for hospital care, $342 for
nursing home care, $218 for physician services, $118 for drugs, $24 for
dentists’ services, and $55 for all other items. Older people represent
some 10 percent of the population but account for over 29 percent of
total personal health care expenditures ($30.4 billion out of $103.2 bil-
lion). Of the costs for older persons, about $892 of the $1,360 total
(about two-thirds) came from all public programs at all levels; medi-
care covered 42 percent.

Comparison of the sources of the payments on a per capita basis
over the last 10 years shows the following:

Third-party payments

Private Philan-
Direct out- Govern- health  thropy and
Total  of-pocket Total ment  insurance industry
Under 65:
1866, o ieeeaeo. $155 $79 $76 $30 $42 3
1975, o ceaaas 375 128 247 108 132 6
65 plus:
1966 i 445 237 209 133 71 ]
L L T, 1,360 3%0 970 892 73 5
Distribution gpercent):
Under 65:
1966, ... 100 51.1 48.9 19.4 27.3 2.2
1975, o ieianas 100 3.2 65.8 28.8 35.3 1.7
65 plus:
1966 . ... 100 53.2 46.8 29.8 15.9 1.1
1975 et 100 28.7 7.3 65.6 5.4 0.4

PERSONAL INCOME

Older persons have half the income of their younger conuterparts.
In 1975, half of the families headed by an older person had incomes
of less than $8,057 ($14,698 for families with under-65 heads) ; the
median income of older persons living alone or with nonrelatives was
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$3,311 ($6,460 for younger unrelated individuals). Some 3.3 million,
or a sixth of the elderly, lived in households with incomes below the
official poverty threshold for that kind of household. This is a consider-
able improvement over the 4.7 million or quarter of the elderly in 1970
and results primarily from the increases in social security  benefits.
Women and minority aged are heavily over-represented among the
aged poor. Many of the aged poor became poor after reaching olﬁ age
because of the half to two-thirds cut in income from earnings that
results from retirement from the labor force. About 43 percent of the
aged couples could not afford the costs of the theoretic retired couple
budget prepared by the Bureau of Labor Statistics for a modest [?ut
adequate intermediate standard of living ($6,041 in autumn of 1974).

EXPENDITURES FOR CONSUMPTION

Older Americans spend proportionately more of their income on
food, shelter, and medical care and less on other items in a pattern gen-
erally similar to that of other low-income groups. Persons living on
fixed incomes are hit hard by price inflation and command little poten-
tial for personal adjustment of income. Even formulas that adjust
retirement payments for changes in price indices are of only partial
assistance since they do not provide the increase until well after the
fact and older people have little in savings to carry them over until
income levels are increased to catch up.

LIFE EXPECTANCY

Based on death rates in 1974, average life expectancy at birth was
71.9 years, 68.2 for males but close to 8-years longer or 75.9 for females.
At age 65, average remaining years of life were 15.6, 13.4 for men but
4 years longer or 17.5 for women. The 27-year increase in life expec-
tancy at birth since 1900 results from the wiping out of most of the
killers of infants and of the young—Ilittle improvement has occurred
in the upper ages when chronic conditions and diseases become the
major killers. Many more people now reach age 65 but, once there,
they live only 3.7 years longer than did their ancestors who reached
that age in the past.

SEX RATIOS

As a result of the yet unexplained longer life expectancy for females,
most older persons are women—13.6 million as compared with 9.4 mil-
lion men in mid-1976. Between ages 65 and 74, there are 130 women per
100 men; after 74, there are 173. In the 85-plus group, there are 213
women for every 100 men. The average for the total 65-plus popula-
tion is 145 women per 100 men (see “Projections,” below).

MARITAL STATUS

In 1976, most older men were married (7 million or 77 percent) but
most older women were widows (6.7 million or 53 percent). There are
5.5 times as many widows as widowers. Among 75-plus women, almost
70 percent were widows. Of the married 65-plus men, almost 40 percent
have under-65 wives. In 1972, among the 2.3 million marriages of per-
sons of all ages, there were about 20,200 brides and twice as many,
40,400, grooms aged 65-plus. For almost 6 percent of these older brides
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and grooms, it was a first marriage; for the rest, it was a remarriage,
mostly after previous widowhood. The marriage rate for 65-plus wid-
ows was 2.2 per 1,000 but 18.4 per 1,000 for widowers.

EDUCATIONAL ATTAINMENT

In 1975, half of the older Americans had not completed 1 year of
high school while the median for the 25-64 age group was high school
graduation. About 2.3 million older people were “functionally illiter-
ate,” having had no schooling or less than 5 years. About 8 percent
were college graduates.

LIVING ARRANGEMENTS

In 1976, more than 8 of every 10 older men, but only 6 of every 10
older women, lived in family settings; the others lived alone or with
nonrelatives except for the less than 1 in 20 who lived in an institu-
tion (which jumps to 1 in 5 in the 85-plus age group). About three-
quarters of the older men lived in families that included the wife but
only one-third of the older women lived in families that included the
husband. More than a third of all older women lived alone. More than
three times as many older women lived alone or with nonrelatives than
did older men.

PLACE OF RESIDENCE

In 1974, a somewhat smaller proportion of older than of younger
persons lived in metropolitan areas (64 versus 69 percent). Within the
metropolitan areas, however, most (51 percent) of the older people
lived 1n the central city while most (57 percent) of the under-65 lived
in the suburbs. The aging of the suburbs will soon bring a reversal
with proportions and problems for older persons similar to those in
central cities.

VOTER PARTICIPATION

In the 1976 elections, older people were 15 percent of the 18-plus
voting age population but cast 16 percent of the votes. Some 62 per-
cent of the older population voted, a higher proportion than the
under-35 group but somewhat lower than the 35-64 groups. A higher
proportion of men than of women voted, but women still outnumbered
the men.

MOBILITY

In the March 1975 household survey, 20 percent, or 4.2 million, of
the persons then aged 65-plus reported that they had moved from one
residence to another in the 5-year period since March 1970. Some 12
percent moved within the same county, 4.1 percent moved to a differ-
ent county in the same State and only 3.9 percent moved across a State
line. The extent of interstate movement seems larger because such
migration tends to flow toward a very small number of States—Flor-
ida, Arizona, and Nevada.

EMPLOYMENT

In 1976, about 20 percent of 65-plus men (1.8 million) and 8 per-
cent of 65-plus women (1.1 million) were in the labor force with con-
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centrations in three low-earnings categories: part time, agriculture,
and self-employment, Unemployment ratios were low due partly to
the fact that discouraged older workers stop seeking jobs and are not
counted as being in the labor force. For those remaining actively in
the labor force and counted as unemployed, the average length of un-
employment was greater than for younger workers.

AUTOMOBILE OWNERSHIP

As is true for most major household appliances, ownership of auto-
mobiles by older households is considerably below that of households
with younger heads but a good part of the explanation rests with in-
come level rather than age, health, or choice. A 1972 survey shows the
lowest proportion of households owning one or more cars was for those
with 65-plus heads (58 percent) and the highest was for those with
35- to 44-year-old heads (88 percent). However, only among the house-
holds with under $5,000 annual income was there a decrease in automo-
bile ownership with advancing age. In the over $5,000 per year income
households, there was practically no difference by age. Some 92 percent
of elderly households with $15,000-plus incomes owned at least one
automobile.

PROJECTIONS TO 2000

Projections of the size of the population based on an ultimate com-
pleted cohort fertility rate of 2.1—an ultimate level of 2.1 children per
woman—no change in net migration, and no new major medical
“cures,” show the following :

[Numbers in thousands]

Both sexes Female
Percent of
Year Number all ages Male Number Per 100 men
22,400 10.5 9,172 13,228 144
24,523 1.0 9,914 14, 609 147
26, 659 11.4 10,684 15,975 150
28,933 11.8 11,518 17,415 151
30, 307 1.9 11,995 18,311 153
30, 600 1.7 12,041 18, 558 154

These averages, however, mask significant differences between age
and color groupings as follows:

Percent increase, 1975 to 2000

Group Both sexes Men Women

37.0 316 40,8
23.0 22.6 23.4
60.0 49.2 66.4
33,5 28.5 36.9
18.8 19.0 18.6
51.3 46.8 63.3

63.0 56.1 61.9
54.7 §2.1 56.8
4 64.7 88.6
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The change in “burden” on the so-called productive-age population
(18 to 64) as measured by a gross dependency ratio is as follows;

Number aged Number aged
under 18 per  65-plus per
100 aged 100 aged
18-64 18-64

Year Total
17 T 61.1 17.6 Y8.7
1975 53.0 17.9 70.9
2000.°°7C T u2 19.0 - 63.2

ReceNT StaTE TRENDS IN THE OLDER PoruLaTION, 1970-75

Between 1970 and 1975, the Nation’s older population (aged 65-
plus) increased from 20 to 22.4 million at a rate much faster than
was true for the under-65 population (12 percent versus 4 percent).
This was an acceleration of the faster rate of growth of the 65-plus
population between 1960 and 1970 (21 percent versus 13 percents.

hese National trends, however, represent the averaging out of a
variety of separate State trends. Details are presented in the accom-
panying analytical tables.

PROPORTION OF POPULATION AGED 65-PLUS

For the Nation as a whole (the 50 States and the District of Co-
lumbia), the proportion of the total population aged 65-plus rose
from 9.8 to 10.5 percent. In two States, the proportion fell as the
under-65 population grew faster than the older population (Colorado,
8.5 to 8.3 percent, and Wyoming, 9.1 to 8.8 percent). In one State,
the proportion remained unchanged (New Hampshire at 10.6 per-
cent) and in two States the gain was only 0.1 percentage points over
the 5-year period (Idaho, 9.5 to 9.6, and Montana, 9.9 to 10.0). In the
remaining 46 States, the gains ranged from at least 0.2 percentage
points to 1.8 in Connecticut and 1.6 in Florida.

In 1975, three States were at the U.S. average of 10.5 percent (Ala-
bama, New Jersey, and Tennessee), 21 were within 1 percentage point
of the U.S. average (11 between 9.5 and 10.4 and 10 between 10.6 and
11.5); 13 were between 1 and 2 percentage points away from the
average (7 between 8.5 and 9.4 and 6 between 11.6 and 12.5) and 14
were 3 or more percentage points away (8 at less than 8.5 and 6 at
more than 12.5).

SUMMARY : PERCENT OF STATE'S POPULATION AGED 65-PLUS, 1975

Under 8.5 (8)—Alaska, Colorado, Hawaii, Maryland, Nevada, New
Mexico, South Carolina, Utah.

8.5-9.4 (7)—Delaware, Georgia, Louisiana, Michigan, North Caro-
lina, Virginia, Wyoming.

9.5-10.4 (11)—Arizona, California, Connecticut, District of Colum-
bia, Idaho, Illinois, Indiana, Montana, Ohio, Texas, Washington.

10.5 (8)—Alabama, New Jersey, Tennessee.

10.6-11.5 (10)—Kentucky, Massachusetts, Minnesota, Mississippi,
New Hampshire, New York, North Dakota, Oregon, Vermont,
Wisconsin.

11.6-12.5 (6)—Maine, Oklahoma, Pennsylvania, Rhode Island,
South Dakota, West Virginia.
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Over 125 (6)—Arkansas, Florida, Iowa, Kansas, Missouri,
Nebraska. .
. Variations in the relative rates of increase changed the rankings
of the States between 1970 and 1975. While 11 States maintained the
same rank number in 1975 as in 1970, 18 States dropped from one
through eight (Idaho) and 22 rose from one through seven (Ala-
bama). In 1975, the largest concentrations of older persons—12 per-
cent or more of a State’s total population—occur in nine States: Flor-
ida (16.1), Arkansas (12.8), Iowa (12.7), Kansas, Missouri, and Ne-
braska (all three at 12.6 percent), South Dakota (12.5), Oklahoma
(12.3), and Rhode Island (12.2).

DISTRIBUTION AMONG THE STATES

The older population tends to be distributed among the States in
the same pattern as the total population except that there is a slightly
greater concentration of older persons in some of the larger States.
In the rank table, at the points where the States in the total popula-
tion and the 65-plus population columns match exactly, the per-
centages are as follows:

T AN ages 65 plus

Percent of Percent of
United States ~ Cumulative United States Cumulative

Califormia________ ... 9.9 9.9 9.2 9.2
NewYork___________________________________ o 8.5 18.4 9.1 18.3
Texas, Pennsylvania, linois, Ohio, Michigan, Florida___ 29.8 48.2 31.0 49.3
New Jersey. . . ool 3.4 51.6 3.4 52.7
Massachusetts_______________ e 2.7 54.3 3.0 55.7
North Carolina, Indiana, Virginia, Georgia, Missouri,

Wisconsin, Tennessee, Maryland, Minnesota, Louisi-

ana, Alabama, Washinfton, Kentucky, Connecticut,

lowa, South Carolina, Okl ahoma, Colorado, Mississippi,

Oregon, Kansas, Arizona, Arkansas, West Virginia.____ 39.4 93.7 38.4 94,
Nebraska._____._ .. _______________.________ .7 94.4 9 95.
Utah, New Mexico, Maine, Rhode Island_.____ - 2.0 96.4 1.9 96.
Hawaii, Idaho, New Hampshire, Montana, District of

Columbia, South Dakota, North Dakota_ . ____________ 2.4 98.8 2.2 99,
Nevada, De‘aware, Vermont 8 99.6 6 99.
Wyoming. .. ... e 2 99.8 2 99,
AMaska ..o 2 100.0 1 100.

QWS OO

In 1975, California became the State with the largest number of
older people (2,056,000), outnumbering New York (2,036,000) for the
first time. The two States account for almost 1 in every 5 persons aged
65-plus in the United States. Five additional States (Pennsylvania,
Florida, Texas, Illinois, and Ohio) each had more than 1 million
older people and the seven States together contained almost half of
the total older population (10,187,000 out of 22,400,000).

Stated another way, almost a quarter of the Nation’s older popula-
tion lives in just three States (California, New York, Pennsylvania).
Adding five more (Florida, Texas, Illinois, Ohio, Michigan) brings
the eight-State total equal to almost half the older people in the United
States. It takes 11 more States (New Jersey, Massachusetts, Missouri,
Indiana, Wisconsin, North Carolina, Tennessee, Minnesota, Georgia,
Virginia, Alabama—a total of 19) to account for just under three-
quarters of the older population and an additional 11 (a total of 30)
to include 90 percent. The remaining 10 percent of the 65-plus popula-
tion lives in the remaining 21 States.



XXV

RESIDENT POPULATION AGED 65 PLUS, BY STATE, 1970 AND 1975

State rank 3
Number Percent Percent of Percent Percent of
(thousands) increase all ages Number increase all ages
State 1970t 1975 1960-70 1970-75 1970 1975 1970 1975 1960-70 1970-75 1970 1975
Total, 51 “‘States”.._ 19,972 22,400 21.1 12,2 9.8 10.5 . oo icmemrmeeonnne
Alabama._._.________.__ 324 318 247 16.6 9.4 10.5 21 19 16 13 330 33123
Alaska..___. - 7 9 27.9 324 23 26 51 51 1t 4 51 51
Arizona_____ 161 223 19.0 386 9.1 100 35 32 1 2 134 29
Arkansas. ... - 237 271 22.0 145 12.3 12.8 28 28 21 19 33
California. __ - 1,792 2,05  30.9 148 9.0 9.7 2 1 9 16 36 34
Colorado_ ... - 187 210 18.8 123 85 83 33 34 24 24 38 44
288 321 19.1 1.7 9.5 10.4 26 26 23 26 327 326
44 50 22.6 147 80 86 48 48 20 317 342 42
70 71 2.4 1.0 93 9.9 41 45 51 51 332 332
985 1,347 78.2 36.7 14.5 16.1 7 4 3
36! 30 26.4 17.7 8.0 8.7 17 17 15 10 342 41
44 57 51.3 29.6 57 6.6 47 46 4 5 50 50
67 79 16.3 17.2 9.5 9.6 44 42 29 12 127 35
1,089 1,153 12.2 5.9 9.8 10.4 40 347 24 326
492 1 10.8 80 9.5 10.0 12 12 345 340 327 329
349 364 6.9 4.2 12.4 12.7 19 22 49 49
265 285 10.8 7.4 1.8 12.6 27 27 345 43 34
336 368 15.1 9.6 10.4 10.2 20 20 35 331 21 320
305 346 27.¢0 13.4 84 9.1 23 23 12 23 339 37
114 125 7.6 9.6 11.5 11.8 36 36 48 331 10
298 340 32.3 140 7.6 83 25 24 8 21 45 144
388 633 672 11.3 6.1 1.1 1LS 10 10 43 4 310 313
Michigan. . 749 815 18.0 8.8 84 8.9 25 337 139 39
Minnesota. 408 440 15.4 8.0 10.7 11.2 15 16 333 340 314 316
Mississippi 221 253  17.0 144 10.0 108 30 30 27 20 2 120
Missouri. ... 558 601 11.4 7.6 1.9 12.6 11 11 42 42 6 34
Montana________ 69 75 5.1 9.5 9.9 10.0 43 43 50 34 23 129
Nebraska. ______ 183 194 11.8 6.2 12.3 12.6 34 35 41 45 33 34
Nevada._____.._ 31 44 70.4 429 6.3 7.4 43 49 3 1 49 49
New Hampshire____ 78 87 15.8 11,4 10.6 10.6 39 40 331 27 319 22
New Jersey....__.. 694 767 244 10.6 9.7 10.5 9 17 28 325 323
New Mexico_______ - 70 37.7 28.2 6.9 7.9 42 39 6 48 47
New York_______ 1,951 2,030 15.8 4.0 10.7 11.2 1 2 3131 SO 314 316
North Carolina.._ 32.7 19.5 8.1 90 14 14 8 41 38
North Dakota...__._.._. 66 73 13.3 10.3 10.7 1.5 45 44 36 29 314 3113
[0 11, 993 1,066 11.2 723 9.3 9.9 7 44 332 332
Oklahoma_ - 299 20.1 11.8 11.7 123 24 25 22 25 8 8
Oregon....._ - 226 259  23.5 147 10.8 1.3 29 29 19 3117 13 15
Pennsylvania._......._._ 1,267 1,377 12.7 8.7 10.7 11.6 3 3 37 39 3314 12
Rhode island_ .. ____.__ 104 113 16.1 8.9 10.9 122 37 37 30 335 12
South Carolina.._._._.__ 190 229 26.8 20,7 7.3 8.1 32 31 13 7 346 46
80 85 12.5 5.9 12.1 125 38 41 338 347
382 441 24.0 15§ 9.7 10.5 16 15 18 15 325 323
988 1,158 32.9 1723 88 9.5 6 5 6 11 37 36
7 29.4 18.2 7.3 7.6 40 38 10 9 346 43
47 52 8.6 9.9 10.6 11.0 46 47 47 30 219 19
364 424  26.6 16.4 7.8 85 18 18 14 14 44 43
320 365 15.4 139 9.4 10.3 22 21 133 22 330 28
194 211 12.5 8.9 1.1 11,7 31 33 338 335 310 11
47 512 17.4 8.8 10.7 111 13 13 26 337 314 18
30 33 16.6 9.6 9.1 88 50 50 28 331 334 40

1 Corrected for errors in numbers of centenarians.

2 States ranked in decreasing order; State with largest quantity is ranked 1. . X

1 Tied in ranking. States with identical quantities receive identical rank numbers with following rank number or num-
bers skipped to atlow for the number in the tie; e.g. 3 States tied for 5th place will each receive rank of 5 but next State
will be ranked 8 to compensate for skipping of 6th and 7th rank. The 3 States would be shown as rank 5t.

Source of date: Bureau of the Census. Estimates and tati pplied,
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RESIDENT POPULATION, TOTAL AND AGED 65 PLUS, STATES IN RANK NUMBER ORDER, 1975

Total, all ages 65 plus
Percent Percent
Num-  Dis- Num-  Dis-
ber tri- Cumu- ber tri- Cumu-
(thou- bu- la- (thou- bu- la-

Rank State sands) tion tive State sands) tion tive Rank
1 California..__.._________ 21,185 9.9 9.9 california...__..____._ 2, 056 9.2 9.2 1
2 New York. 1 8.5 18.4 NewYork...._____.__ 2,030 9.1 183 2
3 5.7 24.1 Pennsylvania....._.__ 1,377 6.2 24.5 3
4 5.6 29.7 Florida 1,347 6.0 30.5 4
5 5.2 34.9 Texas.. 1,158 52 357 5
6 5.1 40,0 llinois_______________ 1,153 5.2 40.9 6
7 43 443 Ohio.___.___...___.._. 1,066 4.8 457 7
8 3.9 48.2 Michigan___ 8 3.6 49.3 8
9 NewlJersey...._..._..___ 7,316 3.4 51.6 Newlersey.._ 767 3.4 527 9

10 Massachusetts___________ 5,828 2.7 54,3 Massachusetts 672 3.0 557 10
11 North Carolina___________ 5, 451 2.6 56.9 Missouri________ 601 2.7 58.4 11
12 Indiana 2.5 59.4 Indiana_._. 531 2.4 60.8 12
13 Virginia. 2.3 61.7 Wisconsin 512 2.3 631 13
14 Georgia_____.___________ 2.3 64.0 North Carolina_.___... 492 2.2 653 14
15 Missouri.._____.________ 4,763 2.2 66,2 Tennessee..___...._.__ 441 2.0 67.3 15
16 Wisconsin_________._____ 4,607 2.2 68.4 Minnesota_.__.._____. 440 2.0 69.3 16
17 Tennessee......_.__..__ 4,188 2.0 70.4 Gecrgia..........___.. 430 1.9 7.2 17
18 Maryland. ... ____ .. 4,098 1.9 72,3 Virginia_.___.._._____ 424 1.9 731 18
19 Minnesota..._._.._ 3,926 1.8 74,1 Alabama__.____ 378 1.7 74.8 19
20 Louisiana...___._. 3,791 1.8 75.9 Kentucky.. ... ____ 368 1.6 76.4 20
21 Alabama._._._...._ 3,614 1.7 77.6 Washington......___.__ 365 1.6 780 23
22 Washington......_ 3,544 1.7 79.3 lowa..__. e 364 1.6 79.6 21
23 Kentucky....... 3,396 1.6 80.9 Louisana.._ ._..._____ 346 1.5 811 22
3,095 1.5 82.4 Maryland___.________ 340 1.5 82.6 24

2,870 1.4 83.8 Oklahoma__._.______._ 334 1.5 841 25

2,818 1.3  85.1 Connecticut__________ 321 1.4 8.5 26

2,712 1.3 86.4 Kansas.._._ ceeee. 285 1.3 8.8 27

2,534 1.2 87.6 Arkansas.____...______ 271 1.2 8.0 28

2,346 1.1 887 Oregon.... 259 1.2 89.2 29

2,288 1.1 89.8 Mississippi-.. 253 1.1 90.3 30

, 267 1.1  90.9 South Carolina 229 1.0 913 3l

2,224 1.0 919 Arizona__ 223 1.0 923 32

2,116 1.0 92.9 WestVirgi 211 .9 932 33

1,803 .8 93.7 Colorado. 210 .9 941l 34

1,546 .7 94.4 Nebraska_ 194 .9 950 35

1, 206 .6 95.0 Maine..__ 125 .6 95.6 36

1,147 .5 95.5 Rhode Island. 13 .5 96.1 37

1,059 .5 96.0 Utah_________ 91 .4 96.5 38

927 .4 96,4 New Mexico.... 90 .4 96.9 39

865 .4 96.8 New Hampshire. 87 .4 97.3 40

820 .4 97.2 South Dakota_.__ 85 .4 977 41

818 .4 97.6 Idah 79 .3 980 42

748 .3 97.9 75 .3 9.3 43

District of Columbia_ 716 .3 982 73 .3 986 -4

45 South Dakota._.__ 683 .3 98.5 71 .3 989 a5
46 North Dakota 635 .3 988 57 20 9.1 46
47 Nevada_.__.. 592 .3 991 52 .2 9.3 47
48 Delaware. . 579 .3 9.4 50 .2 99.5 48
49 Vermont..._ 471 .2 99.6 44 .2 9.7 49
50 Wyoming._ 374 .2 99.8 Wyoming. 33 .2 99.9 50
S1 Alaska....._..__...____ 352 .2 100.0 Alaska.._ ___________. 9 .1 100.0 51

Source of data: Bureau of the Census. Computations supplied.
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ArraIL 7 (legislative day, FEBRUARY 21), 1977.—Ordered to be printed

Mr. CuURCH, from the Special Committee on Aging, '
submitted the following

REPORT
together with
- MINORITY VIEWS

[Pursuant to S. Res. 373, 94th Cong.]

CHAPTER I
WHAT NEXT STEPS ON INCOME?

What may appear to be two contradictory statements appear in this
chapter.

It is reported that since 1970 social security beneficiaries in the Unit-
ed States have received six across-the-board increases totaling 93.5
percent.

But it is also reported that poverty among older Americans is again
on the increase in the United States and that—if new poverty stand-
ards become official—that the number of poor elderly persons would

perhaps double.
Further examination reveals that inflation and unemployment are

not the only forces which have resulted in this sitnation.
(89
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There is a fundamental question about adequacy of social security
and supplemental security income benefits in the face of rising living
costs.?

That question deserves an answer, even at the same time that other
questions related to social security must be dealt with, including:
Short-term and long-range financing problems; the trend toward dis-
continuance of social security among municipal employees; and the
need to establish an independent Social Security Administration.

I. HOW FAR SHORT OF ADEQUACY IS SOCIAL SECURITY
NOw?

Nearly 33 million social security beneficiaries received a 6.4 per-
cent cost-of-living increase in July. Furthermore nearly 4.3 million
supplemental security income recipients received a comparable per-
centage increase in their Federal payments, since the SSI automatic
escalator provision is pegged to the social security cost-of-living ad-
justment mechanism. In addition, the social security cost-of-living ad-
justment was passed through to most railroad retirement beneficiaries
as an increase in their tier No. 1 benefits (the portion calculated on the
basis of their combined social security-railroad retirement earnings).

With the 6.4 percent increase, average social security monthly bene-
fits rose to:

—3$217 ($2,604 a year) for a retired worker alone;

—$870 ($4,440 a year) for a vetired worker and wife (both receiv-

ing benefits) ;

—$4%9 ($5,748 a year) for a disabled worker with a wife and one

or more children;

—3$208 ($2,496 a year) for an aged widow; and

—$243 ($2,916 a year) for disabled workers.

The maximum benefit for a retired worker aged 65 in 1976 now
amounts to $387.30 a month ($4,647.60 a year). For a retired couple
similarly situated, the maximum monthly benefit is $581 a month
($6,972 a year). The minimum monthly benefit for a worker retiring at
age 65 1s $107.90 ($161.90 for a couple similarly situated).

Since 1970, social security beneficiaries have received six across-
the-board increases totaling 93.5 percent.? These adjustments have

1For a_ detalled description of the dafly personal struggle with rising prices, see
chapter II. “Coping With the Cost of Living,” from Developments in Aging: 1975 and
January-May 1976, a report of the U.S. Senate Special Committee on Aging, June 1976.
1 Since 1970 social security benefits have increased as follows:

Percentage

across-the-

board

Date of enactment Effective date increases

1
1

s
op=S
—ODOOO

*This 11-percent increase was payable in 2 steps: 7 percent effective for March, April, and May
1974, with the full 11 percent effective for months after May.

NotE.—Individusally, the increases equal 70.4 percent for the 6-year period. However, because of
the compound eflect of adding ons increase on top of another, the aggregate total is 93.5 percent.
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helped considerably to improve the economic well-being of older Amer-
icans.

But when compared with other standards—such as the Bureau of
Labor Statistics Intermediate Budgets for Retired Couples—social
security benefits fall short of adequacy for many older Americans.

Most elderly persons, to be sure, receive other types of income be-
sides social security. However, social security is the economic mainstay
for the vast majority of older Americans. It accounts for over half the
income for 7 out of 10 individual beneficiaries and 1 out of 2 elderly
couple beneficiaries.

New Rermrep CourLes BUDGET

In August 1976, the Department of Labor announced the undated
retired couples budgets for urban families, based on autumn 1975 con-
sumption patterns. The three hypothetical budgets—lower, intermedi-
ate, and higher—increased from 6.5 to 7 percent from 1974 to 1975. The
intermediate budget for a retired couple totaled $6,465, or nearly $539
a month. Average monthly social security benefits for a retired couple
in 1976 amounted to $370, or only 69 percent of the 1975 BLS modest
standard of living for a retired couple. Even the lower budget ($4,501
a year or $375 a month) exceeded the average social security monthly
benefit for a retired couple in 1976.

An estimated 3.1 million aged families—or almost 38 percent of all
elderly families—have annual incomes below the BLS intermediate
budget. And 1.5 million elderly families (or 19 percent) live on less
than the BLS lower budget for a retired couple in a urban area.

THREE BUDGETS FOR A RETIRED COUPLE, URBAN UNITED STATES—AUTUMN 1975
(Issued in August 1976)

Lower Intermediate Higher

Total. oo cceem———m—n—nns $4, 501 1$6, 465 149,598

[ PPN 1,427 1,912 2,398
HOUSING. o e e e e e ceecc o camcc e ae e men e nn 1,514 2,192 3,430
Transportatio - 297 577 1,059
Clothing. ... 198 34 514
Personal care. . . 128 188 275
Medical care e m——————— 552 555 559
Other family consumption.._.___.. eceee——————— 191 37 628
Other items 194 389 736

1 Subcategory figures vary by $1 from the total intermediate and higher budgets because of rounding.
Source: Department of Labor.

Average monthly social security benefits also fall below the 1975
poverty lines in certain cases. For example, the average benefit for an
aged widow now amounts to $2,496, or $78 below the $2,574 poverty
threshold for an elderly single woman living in a nonfarm area. Aver-
age monthly benefits ($2,604 a year) for retired workers are slightly
above the 1975 poverty index ($2,581 a year) for single-aged persons
living in nonfarm areas.
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II. THE MEANING OF THE NEW POVERTY FIGURES

The 1976 poverty report * by the Bureau of the Census revealed that
nearly 232,000 older Americans were added to the poverty rolls in 1975,
reversing a longstanding downward trend. Nearly one out of every
seven persons 65 or older lived in poverty, under the official Govern-
ment definition. All in all, 8.3 million older Americans were classified
as poor in a Nation with a gross national product averaging $1.7
trillion for 1976.

POVERTY THRESHOLDS IN 1975 FOR PERSONS 65 OR OLDER

Weighted
average Nonfarm Farm

Source: Bureau of the Census.

But these figures—as depressing as they may be—do not reflect the
true dimensions of the retirement income crisis now affecting many
elderly persons. The poverty standards, for instance, reflect bare-
bone existence. On a weighted basis the poverty index is $2,572 for
an aged single person, or less than $50 a week to pay for housing,
food, medical care, transportation, clothing, utilities, and other every-
day necessities. For a 2-person family with an aged head, the poverty
line is $3,232, or about $62 a week.

Moreover, the poverty figures include only the noninstitutionalized
elderly- Approximately 1 million aged persons live in institutions. Of
this total, an estimated 500,000 are projected to be poor. However, the
institutionalized elderly are not included in the Bureau of the Cen-
sus tabulations.

Census poverty figures also do not include persons living with
others—usually relatives—who have sufficient incomes to raise them
out of poverty, even though their individual income is below the
poverty line. Over 1 million older Americans are not classified as poor
because of these circumstances.

The harsh redlity is that perhaps 5 million older Americans would
now live in poverty if the “hidden poor” were counted. And this is
under a definition that many authorities regard as inadequate for
subsistence,

3 “Current Population Reports, Consumer Income, Money Income and Poverty Status
of Families and Persons in the United States: 1975 and 1974 Revislons (advance report),”
Series P-60, No. 103, September 1976, U.S. Department of Commerce, Bureau of the
Census, p. 3. The number of persons 65 or older living in poverty in 1974 is approximately
200,000 lower than reported in the committee’s annual report, Developments in Aging:
1975 and Januaery-May 1976, because the Bureau of the Census revised the method of
processing certain nonrespondents to the income questionnaire. The effect was to change
the originally reported poverty figure of 3,308,000 for-persons 65 or older te 3,085,000.
In the revised report, the Bureau of the Census was able to assign dollar amounts to
some respondents who indicated that they received particular types of other income but
did not know the exact amount recetved.
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A. Tee Nrar Poor

In addition, nearly 2.2 million older Americans are considered mar-
ginally poor. A person can be regarded as “near poor” if his or her
income is between 100 and 125 percent of the poverty thresholds.

Weighted near-poor thresholds for persons 65 or older in 1975

Individual $3, 215
Two-person family with an aged head 4, 040

Source : Bureau of the Census.

If the near poor are added to the official poverty figures and the
hidden poor estimates, more than 7 million older Americans would
have incomes either below the poverty line or so very close to it that
they would have a difficult time appreciating the difference.

B. SmorTcoMiNGgs oF PRESENT PROCEDURES FOR
DererMmiNING PovERTY

The concept of poverty is built around the Department of Agri-
culture’s economy food plan of 1961 and the national average ratio of
family food expenditures to total family after-tax income as meas-
ured in the 1955 Department of Agriculture household food con-
sumption survey. Overall, it includes 124 separate indexes differenti-
ating families by size, number of children, the age and sex of the
head, and farm or nonfarm residence. Each year these indexes are
updated to reflect changes in the Consumer Price Index.

The 1974 Elementary and Secondary Education Act Amendments*
directed the Department of Health, Education, and Welfare to con-
sider alternatives to improve the accuracy and currency of the present
measure of poverty for purposes of allocating funds authorized by
title I of the act. The resulting HEW report—7"he Measure of Pov-
erty “—has crucial implications for the elderly.

ne of the alternatives considered by the poverty studies task force
would involve two changes in the poverty level. First, a more recent
food plan of the Department of Agriculture would be used to reflect
revised nutritional requirements and more recent family food choices.
The second adjustment changes the multiplier to conform to the 1965
Department of Agriculture survey rather than the 1955 survey which
employed a 8 to 1 income to food ratio. A slightly higher ratio is
used, however, for one- and two-person families, since their total con-
sumption requirements and fixed costs are different from those of
larger families. Under the second adjustment, for instance, the mul-
tiple would be changed from 3.7 to 1 to 4.3 to 1 for two-person families.
These two changes have a major impact on the poverty thresholds for
one- and two-person families, and particularly elderly families.

A’ report to Congress in February 1977 presents new ﬁndinés for
1975 concerning the number of persons living in poverty by States
based on the present measure and several alternatives. The two changes

4 Public Law 93-380, approved Aug. 21, 1974.
S The Measure of Povgrgty, U.S. Department of Health, Education, and Welfare, April
19786.
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in the alternative method would raise the poverty lines by 38 to 39
percent for aged single persons and elderly couples. Under these defi-
nitions, the number of older Americans living in poverty would nearly
double. The possible changes are reflected in the table below: .

1975 POVERTY THRESHOLDS FOR PERSONS 65 OR OLDER

Nonfarm index An alternative measure
for an aged of poverty for an

person aged couple
Individual. -~ e eiee e $2, 581 $3,610
2-person family with head aged 65 orolder______ .. .. . __________ 3,257 4,512

C. ConcressioNAL BupGer OrFicE REPORT

In January 1977, the Congressional Budget Office completed and
released a study* (originally requested by Senator Mondale) designed
to estimate the impact of public welfare programs on the population
and especially the poor. Using very sophisticated techniques and exten-
sive modeling, the CBO study first estimated the number of older
families (heads aged 65 plus, including one-person families) who
would fall below an estimated official poverty threshold for the fiscal
year ending June 30, 1976. They departed from the Census Bureau
procedures by taking into account the institutionalized, the residents
of the territories, and correction for nonresponse and under-reporting
of income in the Census Bureau’s current population surveys.

Then, using only gross (pretax) income without any cash benefits
like social security, SSI, etc., they estimated that 9,297,000 older fami-
lies, or 57.7 percent of all older families, would be designated as poor.
Adding in social insurance type benefits reduces the estimate to
2,977,000 or 18.5 percent of older families. Adding in other cash bene-
fits (having needs test rather than social insurance, like SSI) reduces
the number of poor older families to 2,107,000, or 18.1 percent. Addin
the “value” of in-kind or third-party payment systems like foo
stamps, medicare, medicaid, and rent supplements further reduces the
number of poor older families to 646,000, or 4.0 percent. Finally, ad-
justing the previous figure for net income after taxes, the estimated
number of older families in poverty rises to 654,000, or 4.1 percent.

It is important to note that although this interesting study starts
with the same definition of the proverty threshold, everything else is
based on large numbers of assumptions and constructed models. Infor-
mation on the specific families who actually received the cash and in-
kind benefits and on the families who may have received multiple
benefits on the actual medicare payments and their value on behalf of
a single family, and so on, was not available and was calculated as
estimates. Essentially, the point of view depends on the definition of
“income” and standard of living.

IIT. WHAT DOES SSI BUY TODAY?

Since January 4, 1974, the low-income blind, disabled, and aged
receive a federally administered public assistance payment—supple-

*“Poverty Status of Familles Under Alternative Definitlons of Income.” Background
Paper No. 17. Congressional Budget Office, Jan. 13, 1977.
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mental security income—which now provides for a monthly Federal
payment level of $167.80 for an individual and $251.80 for a couple.
SSI was enacted as part of the 1972 Social Security Amendments
(Public Law 92-603) and replaced the former adult categorical as-
sistance programs to the blind, disabled, and aged which were ad-
ministered by the States.

Approximately 4.3 million persons received SSI payments during
1976 : about 2.24 million aged, 1.98 disabled, and 0.076 million blind.
Of the 2.24 million aged recipients, nearly 88.5 percent lived in their
own households, 7.3 percent lived in another’s household, and 4.1 per-
cent lived in institutions supported by medicaid. Of the aged. recipi-
ents, 29.4 percent were male and 70.5 percent were female. The white
elderly accounted for 64.9 percent of the SSI recipients, while blacks
constituted 24.1 percent and “others” accounted for 2.6 percent. Nearly
69.9 percent of the aged recipients received social security benefits at
an average monthly benefit of $137.67. Unearned income was received
by 11.3 percent, of the aged recipients at a monthly average of $56.71.

An individual living in his or her own residence receives $167.80. If
an individual resides in the home of another, his or her benefit is re-
duced by one-third—to $111.87. If the SST recipient lives in a facil-
ity—public or private—which receives medicaid benefits on his or her
behalf, he or she is eligible for a. maximum of $25 per month. However,
SSI recipients who reside in other public institutions are ineligible
for SST benefits. If the public institution has fewer than 16 individuals,
it will not be considered a public institution and therefore the residents
would be potential recipients for SSI—this change was enacted in 1976
and is deseribed in section I'V of this chapter.

In addition to the SSI Federal payment which supplements one’s
low income to the $167.80 level, the States also have the option of
supplementing their blind, disabled, and elderly SST recipients’ pay-
ments. Currently, 39 States supplement aged recipients and the other
11 do not.” The States spent approximately $1.3 billion for supple-
mental payments in comparison to the $5.3 billion supported by the

Federal level.®
A. Apequacy orF SSI

Under the revised measure of poverty of an aged male, the 1975
threshold would be approximately $300.83 per month. The same in-
dividual, if eligible for SSI, would receive a maximum Federal pay-
ment of only $167.80 per month—$133.03 below the poverty threshold
for an aged male in 1975. In addition, only in Alaska and California in
certain categorized living situations would the same individual receive
enough State supplementation to place him or her above the $300.83
poverty threshold ® Therefore, in virtually every State of the country
an aged individual receiving both Federal and State SSI payments,

6 Social Security Administration estimates based on June 1976 statistics.

7The 39 States that supplement do not supplement all residential categories of aged SSI
reciplents. For example, out of the 39 States, only 22 supplement individuals living
independently.

8 Based on Soclal Security Administration’s estimates for fiscal year 1976.

°In Alaska, If an aged individual lives independently in a shelter which costs $35 or
more per month, he or she recelves a State supplementation of $166 per month. In
California, 1f an aged individual lives independently In a resident without cooking
facilities, he or she is eligible for $140 in State supplementation.

83-453 0 - 77 -3
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when available, would receive total benefits below the poverty thres-
hold for 1975. The gap between the SSI1 Federal payment level and
poverty thresold for 1975 increased considerably with the new figures
released in December 1976. Prior to this time, the 1975 weighted
poverty threshold for an aged individual had been $214.33 per
month—a $46.53 difference. Therefore, the inadequacy of SSI to pro-
vide a significant means of supporting the needy blind, disabled, and
aged of this country is becoming more apparent.

Examples of this inadequacy are found throughout the Nation. In
New York City, a survey of the SSI recipients of the city shows that
95 percent of those interviewed stated that SSI provides insufficient
income.’ And New York City is located in a State which supplies a
$61 monthly State supplement to aged individuals living independ-
ently—one of the highest State supplements in the country.

The same survey shows that one-third to one-half say they are
“worse off since the implementation of SSI for several reasons: in-
flation, including rent increases; loss of food stamps [New York, until
1977, opted to cash out the food stamp benefit as a portion of the State
supplementation] ; and other loss of income sources.” The researchers
speculate that the combination of a flat grant system (SSI) with a
rising’ inflation, may have helped to “create a new class of elderly

0Or. '

Similar findings were also reported in other regions. In Oregon, re-
search supported by the Social Security Administration indicates that
the elderly SSI recipient is also struggling to maintain an adequate
standard of living. An aged individual living independently in Oregon
receives only $12 in State supplementation. Researchers found that
aged SSI recipients, like most elderly, spend as much as 85 to 90 per-
cent of their monthly income for housing, food and medical care. This
leaves very little for any other necessities or personal expenditures.

The study, conducted by the Institute of Gerontology at Portland
State University, has concentrated upon the movements of the Con-
sumer Price Index (CPI) for the Portland area and the movement of
the Consumer Price Index for the Elderly (CPE). In testimony before
the U.S. Senate Committee on Aging, one of the researchers described
early findings of the study:

From an initial examination of the trends of these two in-
dexes, we see that the CPE has been above the CPI consist-
ently over the past 3-year period. In July of this year when
the general CPI for Portland was 157.1-167 equals 1.00, the
consumer price index for our sample (SSI recipients) stood
at 163, indicating an almost 6-percent spread between the two
indexes of the cost of living.

10 Progress report on joint CSS/DSS study of {mpact of supplemental gecurity income
program on New York City’'s elderly recipients, Department of Social Services of New
York City and Community Service Soclety of New York, August 1976.
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These lines, however, do not tell us if, in fact, the inflation
we have experienced over the past 3 years has been more
harmful to the low-income elderly than the general public.
To answer this question we have compared the rates of change
in the two price indexes for the period through a statistical
analysis. We found that it is readily apparent from the chart

" we later constructed that the two indexes are diverging. That
is, the difference between the general CPI and the CPE has
. become greater in each of the past 3 years. [Emphasis added.]

n summing up the impact of this situation, the witness stated:

When we consider that not only do the elderly have less
f)urchasing power than the general public, but that they are
josing their purchasing power at a faster rate, we must be
struck with.a sense of the need for immediate action.!*

B. Steps To ImprovE SSI

As described in section IV of this chapter, several legislative actions
were taken during the 94th Congress to improve the SSI program. In
addition, Senator Frank Church, chairman of this committee, intro-
duced a bill (S. 1992), the Social Security Cost-of-Living Improve-
ment Act, which would develop a special consumer price index for the
" elderly—one which would more accurately reflect the overall impact of
rising prices upon the aged. Senator Church gave this rationale for the
special index:

In recent years some of the sharpest increases have oc-
curred in those areas where the aged’s greatest expenditures
are_concentrated. A special index could give appropriate
weight to these increases in terms of the impact upon older
Americans.!?

1 Testimony by John Dobra of Portland State University before the U.S. Senate Com-
mittee on Aging, “Future Directions in Social Security: Impact of High Cost of Living,”
Portland, Oreg., Nov. 25, 1975. _

13 Statement of Senator Frank Church, upon introduction of S. 1992, on June 23, 1975.
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In addition, S. 1992 would provide for a semiannual cost-of-living
adjustment instead of the current annua}l adjustment. This twice-a-
year ‘adjustment would occur when accelerated inflation (over 6 per-
cent) occurs within the 12-month period.

IV. NEXT STEPS TOWARD SOCIAL SECURITY AND SSI
ADEQUACY :

~ Nearly 9 out of 10 persons 65 or older now receive or are eligible to
receive social security benefits. And about 1 out of every 10 persons
65 or older receive SSI payments, although the number of eligible
older Americans is considerably larger. Quite clearly, any comprehen-
sive income strategy for older Americans must include social security
and SSI. ’
' A. SociarL SecurrTY

Social security beneficiaries received a cost-of-living adjustment
in July, based on the increase in the Consumer Price Index (the
Government’s yardstick for measuring inflation) from the first
quarter (January, February, and March) in 1975 to the first quarter
in 1976. The CPI includes all items affecting older and younger
Americans, including transportation, housing, and other expenses.

However, in recent years some of the sharpest increases have oc-
curred in areas where the elderly have their greatest expenditures:
Housing, food, transportation, and medical care. These items typically
account for about $4 out of every $5 in an aged family’s budget. In fact,
the Bureau of Labor Statistics allocated 78 to 84 percent of the three
budgets for retired couples to housing, food, transportation, and med-
ical care (see table below). : :

PERCENTAGE INCREASES IN CONSUMER PRICE INDEX ITEMS AT SELECTED INTERVALS DURING THE PAsT 4 YEARS

Sept. 1975 to Segt. 1974 to Segt. 1973t0  Sept. 1972 to
ept. ept. 1976 ept. 1976

1976 ept. 1976
Consumer price index (all items) an 5.5 13.8 27.4 3.6
ood_... 2.1 10.1 22.5 45.6
Fuel oil, No. 2 5.6 12.4 86.9 112.2
Housi 6.3 15.9 31.
Medical €are. o oo 9.1 21.1 359 4.2
Hospital daily service charges. - 12.0 21.5 42.7 47.5
Transportation . .. oo eeeeeeee 9.1 19.2 36.8 40.1

During the past 4 years (from September 1972 to September 1976),
the overall CPI increased by 37.6 percent. But the four items with
the greatest impact on the elderly—housing, food, medical care, and
transportation—all rose at a faster rate. Food, for example, leaped
forward at a 45.6-percent level. On the other fronts, medical care prices
increased by 41.2 percent, transportation by 40.1 percent, and housing
by 37.9 percent.

Senator Church introduced legislation (S. 1992) during the 94th
Congress to strengthen the automatic escalator provision 1n two key
respects.

First, S. 1992 would direct the Secretary of Labor and the Secretary
of Health, Education, and Welfare to develop a special consumer price

index. The purpose is to reflect more accurately the overall impact of

)
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rising prices upon the aged. Senator Church gave this rationale for the
special index:

. . . A special index is needed, it seems to me, because the
inflationary rate for specific items in the overall Consumer
Price Index can vary markedly. In recent years some of the
sharpest increases have occurred in those areas where the
aged’s greatest expenditures are concentrated. A special index
could give appropriate weight to these increases in terms of
the impact upon older Americans.!s

Second, the Social Security Cost-of-Living Improvement Act would
authorize two adjustments a year (in April and October), provided
the Consumer Price Index increased by at least 3 percent from one base
period to another. Social security beneficiaries now receive only one
cost-of-living adjustment—in July—whether the inflationary rate is
3 percent or 13 percent. More timely adjustments are now available for
civil service annuitants under legislation ** approved by Congress in
1976 to provide semiannual cost-of-living adjustments.

During the 1976 campaign, candidate Jimmy Carter endorsed the
concept of more timely social security increases when he said:

The cost-of-living adjustment mechanism should be made
more responsive during periods of rapid inflation so that bene-
ficiaries do not have to wait a full year for catch-up in-
creases.” 1%

Mr. Carter also called for other substantive actions to improve social
security, including :
—ZEliminating sex discrimination under the program;

" —Improving the treatment of the disabled, such as reducing the
" waiting period before disability benefits can begin; and
—Liberalizing the earnings limitation for social security benefici-

aries under age 72. -

B. SuppLEMENTAL SECURITY INCOME

As described in section III, the Federal level of supplemental secu-
rity income (SSI)—$2,013.60 ($167.80 per month) for an individual
and $3,021.60 ($251.80 per month) for a couple—was significantly
below the weighted poverty threshold of 1975 for persons 65 or older—
$2,572 ($214.33 per month) for individuals and $3,232 ($269.33 per
month) for two-person family. Even more dramatic were tne differ-
ences between the Federal SSI payment level and the revised measure
of poverty for 1975. For an aged male, the new statistics show $3,610
($300.83 per month), $1,596.40 above the Federal SSI level for an
individual.

Like social security beneficiaries, supplemental security income re-
cipients received a 6.4 percent cost-of-living increase in July 1976.

13 C'ongressional Record, June 23, 1975, p. S 11298.

14 Public Law 94-440 (approved Oct. 1, 1976) provides a new method of computing
civil service annuity adjustments semlannually on the basis of the actual cost-of-living
increase. This computation will be made each January and July. Annuity checks reflecting
the cost-of-living adjustments will be mailed no later than April (for the January com-
putation) and October (for the July computation). Public Law 94-440 also eliminates the
1.percent add-on to Federal pension cost-of-living adjustments.

15 “‘Carter-Mondale Presidential Campaign for America’s Third Century, Why Not Our
Best?”, Sept. 22, 1976, p. 4.
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Based on the increase in the Consumer Price Index (CPI), the SSI
Federal payment level rose accordingly by 6.4 percent to elevate the
levels of payment for SSI as shown below.

SSI FEDERAL PAYMENTS

July 1975 July 1976

individval . e e m—ean $157.70 $167.80
236,60

Couple.___.._____ - - 3 251,80
Essential persont.__ 79.00 84,00
1 According to Federal regulations (Federal Register, vol. 39, No. 184, Sept. 20, 1974), an essential person is any person

who for the month of December 1973 was a person whose needs were taken into account in determining the need of a
Xuallﬁegi individual for aid or assistance under a State plan approved under titles |, X, X1V, or XVI of the Social Security

ct, as in effect for June 1973, and who: (a) lives in the homes of the qualified individual; and (2) is not eligible in his or
her own right for supplemental security income benefits; and (c) is not an eligible spouse of the qualified individual or
any other individual; and does not have income or resources in an amount that will cause the qualified individual to lose
eligibility for benefits,

Several other steps were taken in 1976 to improve SSI for the 4.3
million blind, disabled, and aged recipients. Among the major changes:
—The Humphrey amendment which requires States that supple-
ment SSI benefits to pass along the Federal cost-of-living in-
crease. The purpose is to assure that a qualifying individual’s
total income will increase by the amount of the Federal SSI in-
crease. However, States are allowed, as an alternative, to make
changes (including reductions) in their State supplementary .
benefits, provided that they do not reduce their overall level of-
funding for the program. This provision becomes effective in July
1977 (Public Law 94-585, enacted Oct. 21, 1976) ;

—An amendment sponsored by Senator Clark and Congressman
Ketchum which exempts the value of one’s home for the purpose
of determining SST eligibility. The home, therefore, will not be
counted as a resource under the $1,500 limitation for an indi-
vigu;ﬂ ($2,250 for a couple) (Public Law 94-569, enacted Oct. 20,
1976) ;

—An amendment to the unemployment compensation amendments
which preserves medicaid eligibility for individuals who cease
to be eligible for SST benefits because of cost-of-living increases
in7sc';cial security benefits (Public Law 94-566, enacted Oct. 20,
1976) ;

—An amendment to the unemployment compensation amendments
provides for the treatment of eligible SST couples as individuals
when one spouse is institutionalized and a reduction in benefits
would be required (Public Law 94-566, enacted Oct. 20, 1976) ;

—An amendment to the unemployment compensation amendments
which provides that State assistance to an individual or on his or
her behalf to a private nonmedical group home would not be
counted as unearned income in determining SSI benefits. This
measure also permits SSI benefits to be paid to eligible persons
living in public institutions serving no more than 16 persons
(Public Law 94-566, enacted Oct. 20, 1976) ;

—An amendment sponsored by Senator Hathaway to provide a
3-month presumptive eligibility period for SSI benefits for the
blind. This is similar to the treatment for the disabled. Under
prior law, the presumptive eligibility period for the blind was 1
month (Public Law 94-569, enacted Oct. 20, 1976) ;
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—The Church amendment to provide that SSI recipients who leave
their own households and live in the household of another because
of a Presidentially declared disaster will not have their benefits
reduced by one-third. It also excludes as countable income any
assistance received under the Disaster Relief Act of 1974 or any
other assistance received under a Presidentially declared disaster.
(Public Law 94-331, enacted June 30, 1976, and Public Law 94—
455, enacted Oct. 4, 1976, extended the grace period for this amend-
ment to 18 months) ;

—An amendment which provides for the exclusion of HUD section 8
housing subsidy payments as countable income or resources for
the purposes of determining eligibility for SSI (Public Law 94—
375, enacted Aug. 3,1976) ;

—An amendment which extended until June 30, 1977, the allowance
for all SST recipients to receive food stamps—except the cash-out
States: Massachusetts and California (Public Law 94-365, en-
acted June 30, 1976) ;

—An amendment which makes permanent the authority for reim-
bursement of States for interim assistance payments to SST appli-
cants awaiting the final determination of their eligibility for SSI
(Public Law 94-365, enacted June 30, 1976) ;

—An amendment which permits the Social Security Administration
to use existing SSI hearing examiners to hear social security and
medicare cases until December 31, 1978, and provides SSI claim-
ants with the same rights to hearings and to administrative and
judicial review as available to social security and medicare claim-
ants. This measure also increases to 60 days the time in which a
person can request a hearing after a claim has been disallowed
(Public Law 94-202, enacted Jan. 2,1976) ; and

—An amendment which authorizes California not to implement
that food stamp program for SSI recipients but to provide instead
for a higher level of State supplementary benefits.

Despite these improvements, SST still fails to provide adequate eco-

nomic stability to many of the 4.3 million recipients.

OUTREACH SHORTCOMINGS

Many people now potentially eligible for SST are still not receiving
benefits. According to the Social Security Administration, the pro-
gram is now reaching about 4.3 million persons—approximately 2.24
million aged, 1.98 million disabled, and 0.076 million blind. However,
when compared to the figures stated earlier in this chapter, that nearly
7 million aged alone are poor or near poor, there is clear-cut evidence
that SST is not reaching a vast number of potential recipients.

In response to a request from Congressman Donald Fraser, the
General Accounting Office (GAO) undertook a study of the “Efforts
Made to Locate and Enroll Potential Recipients of the Supplemental
Security Income Program for the Aged, Blind, and Disabled.” This
December 1976 report concluded :

Because outreach efforts to market the supplemental
security income program did enroll some new recipients,
continued outreach efforts may be desirable. The limited
results achieved in all past and present outreach projects
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indicate, however, that Social Security’s past estimates of
the supplemental security income universe population appear
unrealistic.

Social Security should continue its supplemental security
advertisement program through media and encourage and
actively support supplemental security income outreach
efforts by State and local agencies and other special interest
groups and organizations. On a national scale, additional
massive outreach efforts geared to achieving considerable
increases in the supplemental security income caseloads would
not be warranted.

Phase II of the SSI-Alert * is still in operation at various levels
in different States. However, this stage depends on the State and area
agencies on aging to combine any outreach efforts with their required
information and referral programs. There are still inadequacies, as evi-
denced by the small numbers of new eligibles coming onto the pro-
gram. Quite clearly, cooperative efforts between aging service pro-
grams and the Social Security Administration are needed to develop
a far-reaching and effective method of educating the needy about the
availability of SSI.

In addition, the Social Security Administration should make an
effort to educate SSI recipients about the availability of other forms
of assistance, for example, medicaid, food stamps, and social services.
SSI recipients are automatically eligible for many of these services,
but many are not receiving these benefits. For example, a recent report
of the Social and Rehabilitation Service of HEW shows that onl
about 10 percent of all SSI beneficiaries receive services under title
XX.1" Efforts to educate the needy can be established by placing a
qualified person from the State’s public assistance office in the social
security district offices to inform newly enrolled recipients about their
eligibility for other benefits. Senator Frank Church included such a
provision in his legislation (S. 2175) to amend the food stamp pro-
gram, This measure was incorporated into the Senate Food Stamp Re-
form Act of 1976 (S. 3136) and would have allowed SSI recipients to
apply for food stamps at local or district social security offices where
qualified State public assistance personnel would be housed for the
purpose of assisting the applicants in becoming eligible for food
stamps, such as filling out application forms.*®

V. NEXT STEPS TOWARD SOCIAL SECURITY SOUND-
NESS IN FINANCING :

The social security cash benefits trust funds (old-age and survivors
insurance and disability insurance) had a $3.2 billion deficit for cal-

18 §ST-Alert was a joint effort by the Social Security Administration, Administration
onit}gittlg, Red Cross, and other volunteer organizations, to seek out potential SSI
recipients.

17 “Soclal Services, U.S.A.,” statistical tables, summaries and analyses of services under
the Social Security Act, titles XX, IV-B, and IV—C for the 50 States and the District of
Columbia, October—December 1975, Social and Rehabllitation Service, Department of
Health, Education, and Welfare.

18 The Senate passed its food stamp bill (S. '3136) on Apr. 8, 1976; however the House
of Representatives falled to act upon this legislation before its adjournment and therefore
the legislation is considered dead.
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endar vear 1976. However, the trust funds had an estimated $41.1
billion balance at the end of 1976.

Two factors have contributed to the short-term deficit now con-
fronting social security. First, our extraordinarily high unemployment
rate during the past few years has resulted in less income for the pro-
gram because payroll tax contributions have been reduced. At the same
time, outgo has been higher than initially projected because rising
prices have triggered larger cost-of-living adjustments. Social Security
Commissioner James Cardwell described the causes for the short-
term deficit this way:

It is a combination of a rise in unemployment during the last several years
and the rise in the cost of living occasioning the triggering of the CPI in the
system that has produced the short fall.*®

Commissioner Cardwell also pointed out that there would have
been no short-term actuarial deficit if the unemployment rate had been
& percent—instead of the 7- to 8-percent range during the past 2
years—and. the inflationary rate had been more moderate.

In addition, the Board of Trustees ?® for Social Security estimated
that the long-range actuarial deficit was 7.96 for the cash benefits
program. The average tax rate over the 75-year estimate period is 10.97
for employers and employees. (For more detailed discussion about the
long-range actuarial deficit, see “Developments in Aging: 1975 and
January-May 1976,” pp. 67-69.

A. CartEr VErsus Forp Prorosars

In his message on older Americans, President Ford called for a 0.3-
percent increase in the social security payroll tax (from 5.85 to 6.15
percent) for employers and employees each, effective in 1977. Addi-
tionally, he proposed a 0.9-percent boost for self-employed persons,
from 7.9 to 8.8 percent. Senator Church expressed serious misgivings
about this approach, saying:

. . . This appears to be the most regressive approach to
provide additional revenue for the social security trust funds.

And, it would fall heavily upon low-ihcome wage earners.

In addition, an increase in the contribution rate may in-
tensify our already high unemployment. It may, for example,
discourage employers from hiring new workers because their
total payroll costs would be boosted.?

Others felt that a payroll tax hike in 1977 could impede the re-
covery from the recession. Opponents of a rate increase also pointed
out that social security cash benefit trust funds will exceed $40 billion
in 1976. Consequently, they asserted there was no imminent need to
enact a payroll tax rate rise to become effective in 1977.

During the campaign, Governor Carter proposed to meet the short-
term deficit by raising the wage base and reducing unemployment
substantially. He argued against President Ford’s plan, claiming it

1 Pregident’s Soclal Security Proposals,” hearings before the subcommittee on Soclal
Security of the House Ways and Means Committee, 94th Cong., 2d sess., Feb. 2, 1976,

p. 13.

20 The Board of Trustees are the Secretary of Health, Education, and Welfare, the
Secretary of Labor, and the Secretary of the Treasury.

2 Congressional Record, Feb. 25, 1976, p. S 2294.
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“would put an even greater burden on the average wage earner with-
out insuring comparably greater benefits.” 22
His support for a wage base hike was based on this rationale:

Raising the wage base, on the other hand, in addition to
adding to the resources of the system, would make the tax fall
more nearly equally on all income classes and would also bene-
fit higher income earners by raising the amount of money they
could receive in retirement.2

B. Ways anp MeEans CoMMITTEE AND THE Hs140 PANEL
RECOMMENDATIONS

In March the Social Security Subcommittee of the House Ways
and Means Committee considered the Ford administration’s plan and
other alternatives to meet the short-term deficit for social security. All
of these recommendations—with the exception of a proposal to raise
the wage base to $17,700 in 1977 (the wage base was projected to
rise to $16,500 in 1977 under provisions of existing law)—were rejected
by the subcommittee. The full committee, however, voted down the
subcommittee proposal to boost the wage base to $17,700 in 1977. The
Social Security Subcommittee considered and rejected the following
proposals:

—Raise the wage base to $18,900 in 1977 and finance a portion of the

minimum benefit from general revenues. )

—Increase the wage base to $18,900 in 1977.

—Finance a portion of the minimum benefit from general revenues.

—Raise the wage base to $18,300 in 1977 and provide a 0.1 percent

payroll hike, from 5.85 percent to 5.95 percent in 1977.

—Authorize appropriations to the trust funds as may be required

to finance benefits under social security.

—Increase the wage base to $17,500 and the contribution rate by

0.15 percent (from 5.85 percent to 6 percent) effective in 1977.

—Raise the wage base to $17,700 and the payroll tax by 0.1 percent.

In August the Consultant Panel on Social Security to the Congres-
sional Research Service submitted its report ?* to the Senate Finance
Committee and the House Ways and Means Committee. The panel,
which was chaired by William Hsiao, made several recommendations
relating to the short-term financing of social security:

(1) Social security should continue to be financed by payroll taxes,
and not from general revenues.

(2) The maximum wage base should be moderately increased and
then maintained at a point to cover the entire earnings of approxi-
mately 90 percent of all covered workers. This would mean an esti-
1mat:ed wage base of $18,900 in 1977, instead of $16,500 as under present
aw.

(3) The payroll tax rate for employers and employees should be
increased by 0.2 percent for each.

22 Page 2 of statement cited in footnote 15.

23 Pages 2 and 3 of statement cited in footnote 15.

24 “Report of the Consultant Panel on Soclal Security to the Congressional Research
Service,” prepared for the use of the Senate Finance Committee and the House Ways
and Means Committee, 94th Cong., 2d sess., August 1976.
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_(4) The tax rate for self-employed persons for both old-age, sur-
vivors, and disability insurance and hospital insurance should be in-
Increased to 75 percent of the combined rate for employers and
employees.

The panel rerejected the use of general revenues to finance social
security, essentially for three reasons. First, general revenues are more
appropriate for needs-related income programs and general tax relief
to low-income workers. Second, other needs of the elderly—such as
housing, long-term care, and social services—appear to have a more
urgent claim on general revenues than income maintenance require-
ments. Third, the use of general revenues would weaken the wage-Te-
lated features of social security and may even jeopardize the long-
range stability of the entire social security system.

C. Long-RanceE CONSIDERATIONS

Nearly one-half of the projected long-range actuarial deficit is be-
cause the existing cost-of-living adjustment mechanism is particularly
sensitive to high rates of inflation. For today’s workers, it can actually
produce a double adjustment in terms of their future benefits : one to
rising wages and another to rising prices. As things stand now, social
security benefits rise automatically for today’s retirees on the basis of
price increases, as measured by the Consumer Price Index. Today’s
workers are also helped by this adjustment because they will recerve
the advantages of a higher benefit schedule when they retire. In addi-
tion, they can expect wage increases. The net impact is that benefit
boosts for today’s workers are “coupled” with benefit increases for
existing retirees. Thus, there is a rising demand for “decoupling.”

Both Presidential candidates in 1976 supported the decoupling
within the social security system. President Ford proposed to stabil-
ize the relationship between a social security beneficiary’s preretire-
ment earnings and benefit level at retirement through a wage index
system. This recommendation would eliminate approximately one-
half of the long-range financing deficit. Governor Carter recommended
a similar course of action, saying:

My proposal for decoupling would assure to workers retir-
ing in future years benefits which are the same proportion of
recently earned wages as are the benefits of workers retiring
now. After retirement, benefits should be adjusted to cost-of-
living increases. Stabilizing the replacement rate alone will
cut the prospective long-term deficit of the social security
fund by half.2s

Governor Carter also emphasized during the campaign that it may
be necessary over the long run to raise the contribution rate slightly.
One possible alternative would be to accelerate certain scheduled rate
increases in the future. Governor Carter would also consider using
general revenues. )

The Hsiao panel recommended that retirement benefits continue to
be increased automatically after retirement in proportion to the CPI,
as under present law. However, the panel proposed that benefits for

# Page 3 of statement cited in footnote 15.
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future retirees be computed using earnings.that have been indexed
based on changes in price levels during the earnings-averaging peri-
od—instead of the wage indexing recommended by President Ford and
Governor Carter.

D. TerMINATION OF SociAL SECURITY COVERAGE BY STATE AND LOOAL
(GOVERNMENTS

Recent news accounts about the actuarial condition of the social
security program have created anxiety and concern for today’s and
tomorrow’s retirees. Many believe that social security is threatened
with bankruptcy, although leading experts are in agreement that the -
financing problems confronting social security are clearly solvable
and will, in fact, be corrected. -

One manifestation of this concern is the substantial increase in the
number of governmental units filing notices to terminate coverage.
State and local governments now have the option to elect social se-
curity coverage for their employees. Coverage is not compulsory be-
cause the Constitution prohibits the imposition of a Federal tax on
State and local governments without their consent. Coverage can
be terminated, but governmental units must provide 2 years’ notice to
the Social Security Administration. Once coverage is terminated, it
can never be provided again for present or future employees of any
government, electing thig course of action.

To obtain more information about the impact of the recent social
security terminations, the Committee on Aging prepared a working
paper ?® in September. The report noted that social security coverage
for State and local governmental employees more than doubled from
June 1961 to June 1975, increasing from almost 3 million to 8.7 mil-
lion. Nearly 7 out of 10 State and local government employees are
covered under social security. However, the working paper pointed
out that notices of terminations were clearly on the upswing :

Nearly 31,000 State and local government employees had
their coverage terminated by June 30, 1975. Latest figures
reveal that potentially 469,000 employees may terminate their
social security coverage from July 1, 1975, to April 1, 1978.
This represents a fifteenfold increase, compared with the ter-
minations before June 30, 1975."

Terminations not only have a profound effect on the social security
trust funds but also for the affected workers and their families. In
his preface, Senator Church said :

The committee is concerned . . . about the increased num-
ber of governmental units electing to terminate coverage, par-
ticularly in terms of the financial effect on the system. And the
committee is especially concerned about the impact of this
decision upon individual workers and their families.?®

2 Termination of Social Security Coverage: The Impact on State and Local Government
Employees, a working paper prepared by the U.S. Senate Special Committee on Aging, 84th
Cong., 2d sess., September 1976.

% Page 4 of working paper cited in footnote 286.

28 Page 111 of working paper cited in footnote 26.
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The decision to maximize take-home pay now may be at
the cost of losing future retirement, disability, curvivor, and
hospital protection.?®

Senator Church emphasized that many workers have difficulty in
comprehending the true value of social security because projections
about future protection are not always readily available. In addition,
large numbers view social security as a retirement program for older
workers. The report, though, stressed that social security is family
security, protecting workers and their families from loss of earnings
because of death, retirement, or disability. The working paper pro-
vided several examples to illustrate the value of social security pro-
tection, including :

—Social security protection is worth $85,200 in the case of a worker
who (1) reaches 65 upon retiring in January 1976, (2) has average
monthly earnings of $585, and (3) has a 62-year-old wife.

—The value of survivors and disability protection is $116,380 for a
35-year-old man becoming disabled in mid-1976 who (1) has a
32-year-old wife and two children aged 3 and 5, (2) has average
monthly earnings of $600, and (8) dies after being disabled for 5 .
years. .

—The average lifetime value of hospital insurance benefits for a
couple, both of whom are 65 years old, is $24,000.

The report also discussed several reasons for the upswing in termina-

tions. Among the major reasons cited :

(1) Employees typically desire more take-home pay to cope with
inflation. Thus, many opt for a raise in their take-home pay by reduc-
ing their payroll deductions. _

(2) State and local governments are oftentimes financially hard
pressed. All alternatives to cut costs are now examined, including
dropping social security coverage. i

(3) Some workers believe that social security is going broke.

(4) Administrators believe that social security payroll taxes will
continue to rise, and the amount of future increases is beyond their
control.

(5) Employees can still be eligible for social security by “moonlight-
ing” or working in covered employment after leaving government.

(6) The decision to continue or terminate social security coverage is
frequently made in a haphazard manner with very little understanding
of the important ramifications.

To help governmental employees evaluate the advantages of social
security and other forms of coverage, the working paper includes a
checklist of important considerations. In addition, the report proposes
several actions to assure that the decision to continue or terminate
social security coverage is based upon full, complete, and accurate in-
formation. Major recommendations include:

—State and local governments contemplating termination of social
security coverage should require an actuarial evaluation of the
replacement plan by an enrolled actuary.

—The evaluation should consider benefit structure, entitlement fac-
tors, vesting (the nonforfeitable right of an employee to receive

2 Page iv of working paper cited in footnote 26.
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a pension after working a specified number of years for a particu-
lar employer), portability (the ability to transfer covered work
credits from one job to another), evaluation of present and future
benefit amounts, cost, replacement ratios, and a comparison of es-
sential benefit protection.

—Any termination of coverage would require an employee referen-
dum after adequate time has been provided for employees to study
and compare the actuarial evaluations.

VI. THE COMPELLING CASE FOR AN INDEPENDENT
SOCIAL SECURITY ADMINISTRATION

Social security now affects almost every family in the United States.
Nearly 33 million persons—one out of every seven Americans—receive
social security benefits each month. More than 100 million workers are
expected to pay into social security in 1977. In return they will build
future retirement, survivor, disability, and hospital protection for
themselves and their families. :

Besides administering the cash benefit program, the Social Security
Administration is responsible for other programs affecting aged and
disabled Americans, including medicare and supplemental security in-
come. These facts underscore the importance of assuring that social
seculrity, medicare, and SSI are administered impartially and effec-
tively.

In the past two annual reports, the committee has recommended
that the Social Security Administration be reconstituted as an inde-
pendent, nonpolitical agency outside the Department of Health, Edu-
cation, and Welfare. Senator Church introduced legislation—the So-
cial Security Administration Act, S.388—during the 94th Congress
for this purpose. S.388 would: (1) Reestablish the Social Security
Administration as an autonomous agency under the direction of a
three-member governing board appointed by the President with the
advice and consent of the Senate; (2) prohibit the mailing of notices
with social security and SST checks which make any reference whatso-
ever to Federal elected officials; and (3) remove the transactions of
the social security trust funds from the unified budget. The com-
mittee again urges that legislation to implement this objective be en-
acted into law early in the 95th Congress, for the following reasons:

—Social security has clearly evolved to the point where it is large
enough and important enough to enjoy independent status. It has
1,300 offices conveniently located throughout the country. And it
represents one of the larger direct line operations of the Federal
Government.

—TIndependent status would help to improve the efficiency of the
Social Security Administration. An independent agency under
the direction of a three-member governing board would permit
full-time, nonpolitical executive attention. In the past, social secu-
rity’s policy operations have been hampered because of the rapid
changeover in Secretaries at HEW and their staffs—12 Secre-
taries since 1953.

—An independent Social Security Administration would also be
advantageous from the standpoint of HEW, which many authori-
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ties believe is unmanageable and unwieldly by virtue of its size,
budget level, and diversity of programs. HEW could be reduced
to more manageable proportions if the Social Security Adminis-
tration would become a separate unit. )

—An independent agency would also underscore in the public’s mind
the crucial difference between social insurance programs, such as
social security, and the general revenue operations of the Federal
Government. Social security is basically a self-financing program
through payroll contributions by employees and their employers. -
Money contributed to social security can be used only for two pur-
poses : Payment of benefits and the administrative expenses of the
program.

FINDiNGS AND RECOMMENDATIONS

Inadequate income in retirement is the No. 1 problem affecting
Older Americans. The existing poverty thresholds understate the
dimension of deprivation now facing the elderly. One alternative
measure of poverty considered by the poverty studies task force—
which reflects revised nutritional requirements and a new multiple
for income to food—provides a more realistic benchmark o
poverty among older Americans. '

Under this definition, more than 6 million persons 65 or older
would be classified as poor, or almost double the number under
the existing official thresholds. A nation as wealthy as the United
States has the capacity to abolish poverty for the elderly. But
wlhat is needed is the commitment and a comprehensive action
plan. : .

The committee urges that the income standards under the SSI
program be raised to a level to abolish poverty for older Ameri-
‘cans. In addition, the countable resource limitation for SSI—now
$1,500 for a qualifying individual and $2,250 for an eligible
- couple—should be updated. :

The committee supports the need for an extensive outreach
effort to seek out potential SSI recipients and educate them about
the benefits of this program and their possible eligibility.

. Further cooperative agreements between the Social Security
Administration and other agencies administering pension pro-
grams (e.g., the Veterans Administration and Railroad Retire-
ment Board) are encouraged by the committee for purposes of
determining accurate information about SSI recipients’ other
“unearned income.” Such cooperation could lead to fewer under- .
payments, overpayments, and payments to ineligible persons.

The committee strongly recommends that States pass along
the entire cost-of-living increases to their recipients.
"~ The committee urges the new administration to support further
studies analyzing the actual adequacy of the SSI benefit. These
studies could build upon the work of the supplemental security
income group created by HEW Secretary Weinberger in 1975,

The committee strongly recommends that steps be taken early
during the 95th Congress to reduce the short-term and long-range
deficits now facing social security. The social security cost-of-
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living ad justment mechanism should be “decoupled” in the most
- equitable way possible, and benefits for future retirees should be
computed on the basis of a wage-indexed system.

Until the financial integrity of the trust fund is restored, the
committee urges that any immediate changes affecting social
security be high yield and low cost.

‘Major improvements are still needed to strengthen social securi-
ty’s essential protection for the elderly, including :

—A special index should be established to measure more ac-
curately the impact of inflation upon older Americans for
purposes of computing cost-of-living adjustments. _

—Social security should provide two cost-of-living increases
during periods of accelerated inflation. :

—The age-62 computation point for men should be applied to
individuals born before 1913.

—The cost-of-living adjustment mechanism should be made
applicable to special minimum beneficiaries.

—The social security earnings limitation should be liberalized.

—Legislation should be enacted to equalize treatment between
men and women under social security to assure that the
contributions of women generate as much in benefits for their
family members as the contributions of men.3®

State and local governments contemplating termination of
social security coverage should have an independent actuarial
evaluation of proposed alternative plans to provide employees
with essential comparative information about benefits under social
security and a substitute plan. Any termination of coverage
should require an employee referendum after adequate time has
been provided for employees to study and compare the actuarial
evaluations. '

The Social Security Administration should be reestablished as
an independent agency outside the Department of Health, Educa-
tion, and Welfare. '

Adjustments should be made in VA pensions and other Federal
benefit programs to assure that elderly persons will not suffer
a loss in income because of social security cost-of-living increases.

# For more detailed information, see the Committee on Aging’s working pa er, Women
and Social Security: Adapting to a New Era, prepared by the Task Force on Women and
Social Security, 94th Cong., 1st sess., October 1975.



CHAPTER II

HEALTH COSTS AND PROBLEMS IN MEDICAID
AND MEDICARE

Major problems still remain—as indicated by the previous chap-
ter—in this Nation’s retirement income programs.

Undoubtedly, the number of dollars coming into older Americans’
households every month is a major factor in determining security,
satisfaction, and even survival.

But two other large influences are the adequacy and appropriate-
ness of the help offered by medicare and, for low-income persons,
medicaid. :

Medicare has done much to improve access to certain kinds of health
care. Medicaid is helpful in filling some gaps not covered by medicare.

But both programs stand in need of reevaluation as a new adminis-
tration begins and as interest deepens in a national health insurance
program for all age groups. :

Medicare’s share of the total health costs of the elderly went up to
42 percent in 1975 after a long period of slippage from its all-time
high of 43.9 percent in 1969. But much of the 1975 increase reflected
a 15 percent rise in hospital costs after price controls in the health care
industry were removed in April 1973.! Medicare’s share of nursing
home costs continues to decline, and serious questions persist about its
limited coverage of prescription drugs and important outpatient or
in-home services which would help older Americans stay out of
Institutions.

Medicaid, also hard hit by rising costs, is constricting the range of
services largely through actions by State legislatures.

Overshadowing the limitations and recurring questions about the
overall scope and purposes of the two programs, however, is growing
concern, about fraud and abuse wncovered in congressional and other
investigations. New findings by this committee and other units of the
Senate and House raise questions which must be answered with dis-
patch and with concern about the quality of care offered through both
programs.

I. HEALTH CARE COSTS AND THE ELDERLY

Public funds paid only 80 percent of the health care costs of the
elderly in 1966, before medicare and medicaid went into operation.
In 1975, that share had climbed to 61 percent.?

1 Age Differences in Health Care Spending, fiscal year, 1975, p. 19, by Majorle Smith
Mueller and Robert M. Gibson, Social Security Bulletin June 19786, The article also pro-
vides much of the information used in the following sectlon on health care costs.

3The article cited in footnote 1 lists the Government’s share as 66 percent (p. 26), but
says that it would be 61 percent if medicare premiums were regarded as private
expenditures.
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Despite this sizable increase, a social security report issued in 1976
says:

. . . from 1969 to 1975, the medicare share of the aged’s
overall health bill and its hospital and physicians’ care com-
ponents has been decreasing for a number of reasons. The
average length of hospital stay for the older group has been
declining by more than 3 percent a year during much of the
period 1969-74. . .. As a result, the patient’s initial share of
the hospital bill—a deductible roughly equivalent to the aver-
age cost nationally of a day of care—has become a larger pro-
portion of the total bill and the medicare proportion has be-
come smaller.

The report listed other factors in the decline of medicare’s share
~ including:

Medicare coverage of physician’s bills is declining, partly because of
the increase in the deductible from $50 to $60 in 1973, but the major
reason is the number of doctors who refuse to “take assignment” 3 and
thus may bill the patient for more than medicare’s ‘“reasonable
charges.” In 1974, the net assignment rate was 52 percent, as com- .
pared to 61 percent in 1969.

. “As a result,” says the report, “a greater proportion of total charges
is being met through private insurance, medicaid, or out-of-pocket
payments by the patient and a smaller proportion by medicare.*

Program limitations continue to raise the costs actually paid by the
elderly. -

As the report says:

During the past several years, only about 3 percent of
nursing home expenditures have been paid by medicare. By
contrast, in 1968, toward the beginning of the program and
before controls on the use of skilled-nursing facilities were
tightened, medicare covered nearly 16 percent of total out-
lays for care of the aged in nursing homes. The program does
not pay for dental care, out-of-hospital prescribed drugs, or
eyeglasses. Because of these program limitations, medicare’s
share in the financing of the total health care for the aged,
has not kept pace with the advance of its share of financing .
hospital and medical services.®

The total impact of these and other factors upon the amount of
money actually paid by the elderly and by other sources for hospital
and medical care is spelled out in the following table: ®

3 Under assignment, the physician agrees to accept the program's reasonable charge as
payment in full. The patient pays no more to the physician than any unpaid deductible
amount and 20 percent of the reasonable charge in excess of the deductible.

¢ Page 26 of report cited in footnote 1.

& Page 27 of report clted in footnote 1.

® Table prepared by Herman Brotman, consultant to this committee. For additional. in-

formation on health care expenditures and the elderly, see ‘“Every Tenth American,” pre-
pared by Mr. Brotman, in this report.
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Third-party payments

Direct Private Philanthropy
out of Govern- health and
Total pocket Total ment  insurance industry
Dollars:
Undelt9 gg:
....................... $155 379 $76 $30 $42 3
19785, s 3715 128 247 108 132 6
65 and over:
1866 ... caecannn 445 231 209 133 71 ]
1975.... . o eioiiaaas 1,360 390 870 892 73 5
Percent distribution:
Under 65:
1866. 100 511 48.9 19.4 2.3 2.2
100 3.2 65.8 28.8 35.3 L7
100 §3.2 46.8 29.8 15.9 1.1
100 28.7 71.3 65.6 5.4 .4

A. AbprrionaL Costs 1N 1976

Out-of-pocket costs given thus far in this chapter have been limited
to 1975 data, but it became clear in 1976 that they would continue
to go up. Participants in the part B (medical care) program were
informed of an increase from $6.70 to $7.20 per month. The deductible
under part A (hospital) went up from $92 to $104 in 1976, and in-
creased again in 1977,

B. OrprositioN To NEw INCREASES

On September 30 the Department of Health, Education, and Wel-
fare announced a 19-percent hike in the medicare part A hospital
insurance deductible (effective January 1, 1977), from $104 to $124.
In addition, other patient coinsurance charges—which are based on
the hospital deductible—rose by 19 percent on January 1, 1977:

—From $13 to $15.50 per day for patients who are in skilled nursing

facilities from 21 to 100 days.

—From $26 to $31 per day for individuals hospitalized from 61 to

90 days.

—From $52 to $62 per day for patients who must draw upon their

60-day “lifetime reserve.”

Since medicare became effective in 1966, the in-patient hospital
deductible has increased by 210 percent, from $40 to $124. It now
represents 57 percent of the average monthly social security benefit
($218) for a retired worker. :

Under existing law these increases are mandatory because the pa
A deductible is adjusted annually according to changes in the average
per diem hospital costs covered by medicare.

Senator Church expressed his destire to provide relief for medicare
beneficiaries from rising hospital and nursing home costs, shortly after
the Department of HEW made the announcement.

He said:

Ideally speaking, I would like, here and now, to block this
19-percent increase in the deductible and coinsurance charges
from becoming effective.

Tt is time to put a lid on the rising hospitalization deduct-
ible, which hits those hardest who can least afford it.
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But as a practical matter, it would be impossible at this
late date to enact legislation to freeze the part A deductible
at $104 in 1977.

However, I plan to introduce legislation early in 1977 to
roll back the part A deductible and coinsurance charges to
their 1976 levels.”

II. FRAUD AND ABUSE: MORE COSTS, LESS SERVICE

“, .. the best way to assure quality health care for all
older Americans is a step-by-step improvement of medi-
care. 1 believe that the immediate need now is to get
medicaid under control with an eye toward replacing it
with something better.”

—Senator Frank Church,
September 1976.

Throughout 1976, the Committee on Aging continued its inquiries
into fraud and abuse in the medicare and medicaid programs. Several
investigations were conducted by Senator Frank E. Moss ® and his Sub-
committee on Long-Term Care which led to startling conclusions about
the scope of the problem. These conclusions were presented at Senate
hearings, and ultimately helped assure passage of legislation creating
the Office of Inspector General in the Department of Health, Educa-
tion, and Welfare.

A. CrinicaL LABORATORIES

_ In February 1976, a staff report, “Fraud and Abuse Among Clin-
ical Laboratories,” summarized a 6-month investigation conducted in
five States. The report concluded :

In practical terms any medical testing laboratory which
is so inclined can bill medicaid for a patient a doctor has
never seen, for blood never drawn, for tests never performed,
at a rate exceeding four times cost and twice the prevailing
charge for private paying patients, with nearly absolute
assurance that they will not be caught and prosecuted.

The report adds that kickbacks are widespread between laboratories
and medicaid shared health facilities, which have been characterized
as “medicaid mills.” The average kickback paid to the medical center
was found to be about 30 percent of the total the laboratory received
from medicaid. Kickbacks sometimes took the form of cash, long-term
credit arrangements, gifts, supplies, and equipment. Most commonly,
it took the form of a supposed rental of a small space (offtimes a
closet) in the medicaid medical center.

The report adds:

The full dimensions of medicare and medicaid fraud with
respect to clinical labs are unknown. However, it is the com-

7 Congressional Record, Oct. 1, 1976, p. S18016.

8 Congressional Record, Sept. 18, 1976, p. $15992.

9 Senator Frank Church, committee chairman, has announced that he will continue the
committee investigations. He conducted hearings on medicare-medicaid fraud and abuse on
November 17, 1976, and March 8 and 9, 1977.
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mittee’s judgment that at least $45 million out of the $213 mil-
lion in medicare and medicaid payments for clinical labs is
either fraudulent or unnecessary.

B. Boaroine Homes

At Senate hearings in New York City on March 19, Senator Moss
released the results of the committee investigations into the new and
growing for-profit boarding home industry, which is attempting to
capitalize on the escalating discharge of thousands of mental patients
from State hospitals into smaller, community based facilities. As in
the study of c¢linical laboratories, Senator Moss played a direct Tole
in the investigation, accompanying the staff on visits to boarding
homes in New York City and Chicago, Ill. The Senator announced
these findings:

I have visited the psychiatric ghettos of Liong Beach and
Far Rockaway, N.Y. I have toured several of the old hotels
and boarding homes where thousands of former mental pa-
tients live. I have seen their world of cockroaches and peel-
ing wallpaper, of flaking paint and falling plaster.

I have seen the broken windows letting cold air into rooms
without radiators. I have seen holes in the ceilings of pa-
tients’ rooms and I have seen roofs that leak. I have seen
exposed wiring, overloaded sockets, and fire extinguishers
that haven’t been inspected for years. I have seen steep
staircases with low clearance, and makeshift doors made out
of cardboard and burlap.

* * * * * * *

It became evident to me that operators were cutting
corners in order to be able to maximize profits. SSI pays
$386 per patient per month in New York. This flat payment
means there is no accountability. Whatever is not spent be-
comes profit. Apparently, former mental patients are as good
an 1investment in New York as we found them to be in
Illinois. In that State, one operator received $385,000 to
care for about 100 former ppatients. He kept 13 percent of
patient income (over $50,000) as profit. Another increased
his investment (equity) in an old hotel from $10,000 to
$250,000 in 10 years. He housed about 180 former mental

atients, receiving $400,000 o year and managed to keep

185,000 in profits (fully 46 percent of total revenues). One
of the ways in which he accomplished this was to spend 58
cents per patient per day for food. A third partnership
received over $1 million to care for ex-inmates and kept 30
ipercent of it, over $300,000, as profit.

Given. the marginal quality of life that we found in these
facilities in New York and all over the United States, T have
every reason to believe that other operators are making
similar profits. Since the source of these funds is primarily
SSI, the new Federal welfare program for the aged, I in-
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tend to do everything in my power to restore some account-
ability to this program. The taxpayers deserve to know how
their money is being spent. Right now it looks as if much of
the funds are going to line the pockets of the greedy who
pretend to be offering services to the needy.

C. PaysiciaNn Fraup

Senator Moss testified before the Senate Finance Committee on
July 28, 1976, on fraud and abuse among practitioners in the medicare
program. He reported on an evaluation of the files of medicare’s pro-
gram integrity unit. Committee on Aging staff reviewed every case
referred to the Department of Justice for prosecution for 25 States
from 1969 through June 1976. In addition to this data, examples
of physicians fraud documented in other related investigations of
nursirég homes, clinical laboratories, or home health agencies were
provided.

Senator Moss said that although medical practitioners accounted for
a large portion of the suspected fraud and abuse cases in medicare
case files (49 percent of suspected fraud and 73 percent of abuse cases)
the number of physicians who cheat the system is small. Senator Moss
offered the estimate that 4 percent of all medical practitioners (in-
cluding chiropractors, podiatrists, osteopaths) may commit fraud.
This statistic was a projection based on the assumption that medicare
files contain at least 400 apparently irrefutable cases against such
practitioners out of the 9,90’? complaints being investigated. The Sen-
ator concluded :

The chances that a physician will be caught cheating the
medicare program are very slim indeed, even given the good
work of medicare’s program integrity unit. 7’Ae chances that
a case will be developed are slimmer still; most of the exist-
ing cases relate to charging for services not rendered—that
variety of fraud which is the easiest to prove. T'he odds that a
case will be referred to the Justice Department for prosecu-
tion are extremely small (only 400 cases of physician fraud
have been referred to Justice since 1969 or roughly 4 percent
of all physicians’ fraud cases). The chances of being found
guilty are infinitesimal (since less than 114 percent of all ac-
cused in physicians’ fraud cases have been found guilty). The
chances of a physician going to jail for medicare fraud are
less than infinitesimal (only 15 doctors have served some time
in jail as a consequence of medicare fraud since the very be-
ginning of the program 10 years ago). The chances of having
a license revoked or being terminated from the medicare pro-
gram are nonexistent (we found only two physicians who had
their licenses revoked and none have been terminated from
the medicare program since its beginning in 1965).

It is obvious that the great majority of physicians who are
caught abusing the system are simply asked to pay back the
money (or some portion of it) that they have stolen. Even
those that are indicted on as many as 60 or 70 felony counts
are allowed to plead guilty to one or two misdemeanor counts
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upon a promise to repay moneys fraudulently obtained. In
some cases minor fines are involved. Significantly, both these
- repayments and any fines leveled at the practitioner for fraud-
ulent practices are st inwariably paid out of future medi-

care earnings.
D. Mepicarp MiLis

In October 1975, the Illinois Physicians Union, together with the
Illinois Medical Society and the Chicago Medical Society conducted
a meeting which was attended by two members from the committee
staff. It was at that meeting that the committee received its first de-
tails about so-called medicaid mills. The physicians present at that
meeting were outraged by what they viewed as common practices in
urban ghettos: entrepreneurs who owned or leased a building would
hire foreign medical practitioners, including psychiatrists, chiroprac-
tors, medical doctors, and dentists—all of whom would work out of
a shared-health facility. The owner took charge of all the billing for
the doctors. Most commonly, the agreement called for the practition-
ers to keep only a small percentage of the money they received from
medicaid for treating patients. In some instances, the foreign medical
doctors received only 30 percent of their earnings. Moreover they were
pushed by the landlord to see more and more patients in less and less
time, hence the title “medicaid mill.”

The Illinois doctors had just completed a peer review of the prac-
tices of several high volume medicaid practitioners. They were out-
raged about the poor quality of medical care being offered under the
above circumstances. As noted above, the committee staff soon had
direct contact with medicaid mills, and practitioners who worked in
_ them, in the course of the investigation o¥ clinical laboratories. It was
the laboratory fraud investigation which pointed to the necessity of
an in-depth investigation of the practices of medicaid mills. Five
States, which received more than 50 percent of all medicaid funds,
were chosen for the investigation : California, New York, New Jersey,
Michigan, and Illinois.

The staff report adds:

New York was singled out for in-depth analysis for several
reasons: (a) it has the largest medicaid program in the Na-
tion, spending an average of $180 per inhabitant while the
national average is $66 per inhabitant; (b) New York ac-
counts for almost 25 percent of total medicaid outlays despite
the fact that New York has less than 9 percent of the coun-
try’s population; (¢) the New York program historically has
been charged with being the worst managed in the Nation;
and (d) because of the apparent relationship between the mis-
management of the program and New York’s current fiscal
crisis.

In the course of this investigation, the following steps were
taken in an effort to ascertain as accurately as possible the
size and dimensions of the problem and to determine what
remedial steps are necessary. Senate investigators attempted
to test the system from three perspectives: government, pro-
vider, and patient.
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Specifically, the investigation involved the following:

(1) Examining in detail more than 100 major reports pro-
duced by Federal, State, or local agencies detailing fraud,
waste, or inefficiency in the medicaid program with particular
emphasis on New York.

2) Reviewing records in the New York City Department
of Health, in the office of the U.S. attorney for the southern
district of New York, and the District Attorney’s Office for
New York County, as well as in the offices of Michigan’s
Post Payment Surveillance Unit—the so-called Fraud
Squad.

(3) Manually evaluating the medical vendor statement—
a computer printout—compiled from payment records of the
New York City Department of Social gervices.

(4) Interviewing 20 public officials and sending written
interrogatories to 30 additional public officials with present
or past responsibility for the operation of the medicaid pro-
gram in New York.

(5) Interviewing more than 60 physicians who work in or
own “medicaid mills” (50 were Illinois physicians inter-
viewed in January in connection with our report on clinical
laboratory fraud).

(6) Sending questionnaires to the 250 physicians in New
York who were paid from $75,000 to $785,000 by the medicaid
program last year.

(7) Posing as medicaid beneficiaries and entering more
than 100 so-called medicaid mills, committee staff presented
themselves for treatment some 200 times. More than 120 of
these visits were in New York City. The remainder were in
California, New Jersey, and Michigan.

(8) Announcing establishment of a corporation for the
ostensible purposes of buying and operating health care facil-
ities. Accompanied by cooperating physicians, investigators
answered advertisements in the New York Times, noting
medicaid mills for sale in Manhattan, Brooklyn, Queens, and
the Bronx. This technique, along with our interviews of the
50 physicians in Illinois, gave us direct information as to the
financial operation of numerous medicaid mills.

(9) Monitoring the operation of a storefront medical clinic
established last December by Chicago’s Better Government
Association.

Senator Moss posed as a medicaid patient (with the assistance of
law enforcement officials, as was the case with other investigations)
to experience firsthand the poor care, and the excessive testing which
characterizes such facilities. Like the other Senate investigators, he
was given many. unnecessary tests and referred to other practitioners
simply on the basis of his feigned cold.

In Senate hearings on August 30 and 81, Senator Moss, committee
staff members and temporary investigators provided sworn testi-
mony of their experiences in medicaid mills.
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A staff report prepared for those hearings concluded:

Based on the findings of this investigation, committee staff
and investigators conclude that rampant fraud and abuse
exists among practitioners participating in the medicaid pro-
gram and that such fraud and abuse is matched by an equiv-
alent degree of error and maladministration by Government
agencies. The scope and degree of these problems is most
acute in New York and is commensurate with its having the
largest medicaid program of any State in the Nation—$3.2
billion and 23 percent of the national expenditures annually.

1t appears to the staff that the current manmer in which
medicaid is administered discourages reputable medical pro-
fessionals from participating in the program. The result is
the dominance of the medicaid program by a small number
of practitioners who, in league with a handful of real estate
operators and other businessmen, often with substantial
political influence, have substituted entrepremeurial expe-
diency for Congress’ original aim of using medicaid to deliver
adequate health care to the needy at a reasonable cost.

E. State Anp FepErarL PROSECUTORS

On November 17, Senator Church conducted a hearing at which
State and Federal prosecutors testified. Samuel K. Skinner, U.S.
Attorney for the Northern District of Illinois, called medicaid “the
greatest ripoff in history.” He said he would not be surprised to find
that 20 or 25 percent of the $17 billion program, represented fraudulent
payments. He underscored the serious problem of the lack of trained
Investigators and Assistant U.S. Attorneys in his office. He stated he
had to divert badly needed resources in order to prosecute medicare
and medicaid fraud cases (including several generated by the com-
mittee’s investigations of clinical laboratories).

Mr. Skinner commended Senator Moss for his work in the area of
fraud and abuse, stating his regrets that Senator Moss had been de-
feated in a bid for re-election.

Senator Moss said: “Much good has been done, but very much
remains to be done to protect our elderly, our sick, and our poor.”

Senator Frank Church joined in praising Senator Moss. He assured
Senator Moss that the work he and the Subcommittee on Long-Term
Care had begun would be continued. The chairman indicated his per-
sonal commitment to elimating medicare and medicaid fraud.

Charles J. Hynes, special prosecutor for nursing homes in New
York, testified that he was the recipient of literally truckloads of
nursing home records which the Subcommittee on Long-Term Care
had subpoenaed in connected with its January 1975 hearings. Since
that time, he has announced more than 150 indictments and has
obtained some 30 convictions.

At the hearing, he announced that his office had uncovered a massive
kickback scheme involving half of the nursing homes in New York
City and vendors who serve them. He noted that his office had identified
$70 million worth of nursing home fraud in New York City, and his
auditors had recovered $2,500 for every man-day of effort. He told the
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Senators that medicaid fraud is “massive.” He said fraud schemes are
so complex that a separate division in the Department of Justice is
needed entirely for health care fraud. Mr. Skinner agreed with Mr.
Hynes’ statement, that to cope with the problem effectively, “a massive
Federal effort is needed.” .

Soon after the hearing, Congress passed legislation authorizing the
Office of Inspector General in the Department of Health, Education,
and Welfare. This new officer will be charged with maintaining the
fiscal integrity of all 33¢ HEW programs. Report languages accom-
panying the legislation makes it clear that a major effort will be di-
rected at medicare and medicaid fraud. Legislation has been introduced
by Senator Herman Talmadge which would outlaw “factoring,” *° the
practice of selling medicare or- medicaid accounts receivable for cash
less a discount, and would increase penalties for medicare and medicaid
fraud, making them felonies instead of misdemeanors. Still other leg-
islation is being prepared by Senators Church and Pete V. Domenici
along the line suggested by the State and Federal prosecutors.

Senator Church, in a floor statement summing up his reasons for
supporting Senator Talmadge’s bill, said that some Members of the
Congress had expressed concern when enacting medicaid in 1965:

At that time, many of us had grave reservations about the
feasibility of an administrative system which divided the re-
sponsibility for control among Federal and State authorities.
However, we were more than willing to take a chance on
medicaid because it had the potential to make quality care
available to the needy.

In part, we have seen our hopes fulfilled in the last 10 years.
Medicaid, as well as medicare, has rendered necessary serv-
ices to the poor, the elderly, and the disabled. Unfortunately,
our concerns for the medicaid program have been justified as
well. The States and Federal Government have continually
pointed occusing fingers at each other. Both parties should
have some responsibility under the law ; neither has accepted
any. The Subcommittee on Long-Term Care, chaired by Sen-
ator Moss, has repeatedly documented areas of fraud and
abuse by nursing homes and home health agencies, by clinical
laboratories, and by practitioners in the program.

Nor has Senator Moss’s subcommittee been alone in its im-
portant work. Other committees of Congress have produced
similar findings. The U.S. General Accounting Office has
issued several reports which noted the lack of Federal action,
specifically by the Department of Health, Education, and
Welfare, in forcing States to comply with medicaid require-
ments. The recent hearings conducted by the Subcommittee
on Long-Term Care, then, dramatic as they were, must be
seen within the context of old, not new, abuses of the

program.

10 For a discussion of factoring companies, see p. 105 of Developments in Aging: 197
January-May 1976, part 1. £ P e veor 8 m £gimg 5 and
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IIT. MISTAKEN PRIORITIES?

A physician testified before HEW :

. . . problems in the provision of home health care are
merely symptomatic of the broad disarray in the health care
system generally, of the tremendous financial burden illness
imgloses upon the public, and the lack of leadership of public
bodies in resolving the many problems that face us at this
time . . . those people who are chronically ill or homebound,
who are not going to be rehabilitated, who may be in terminal
illness, or in other ways disabled, are the people which the
system deals least well with on an ongoing basis and are
the people who need the most assistance.!!

Medicare is generally regarded as oriented toward the treatment
of acute illness, and the value of its protection in this regard cannot be
minimized.’? But chronic illness is a day-in and day-out reality for
millions of elderly persons, who are more than four times as likely
to have their activity limited by chronic illness than younger persons.’?

Another measure of the extent of disability among the elderly is
the fact that in 1975 there were twice as many elderly bedfast and
housebound in the community as there were elderly residents in insti-
tutions of all kinds, 10 percent compared to 5 percent, or 2 million
compared to 1 million.

This finding has been construed to suggest that medicare has not
reduced the proportion of the elderly living in the community who
are bedfast or totally housebound, because the percentage is similar to
that which existed before medicare took effect.’¢ _

If 2 million older persons are now homebound and likely candidates
for expensive institutionalization, if current arrangements fail, what
more can be done to assure that they remain at home—and receive
needed care—than is now the case? And what of the future, when
even higher proportions of persons in the very highest age brackets
can be expected ? : '

Answers to those questions are being sought with increasing urgency
in studies and statements which question whether medicare or any
other program can deal with such problems, merely by making pay-
ments and doing little to encourage forms of care and treatment more
responsive and appropriate to the actual needs of the elderly.

1 ‘“‘Home Health Care: Report on the Regional Public Hearings,” HEW, Oct. 29, 1976,

p. 4.

13 Studies by Avedis Donabedian, M.D., Public Health Reports, July—August 1976 (pp.
322-330) indicate that the advent of medicare and medicaid resulted in the increased use
of physiclans’ "services by low-income and aged persons, previously deprived of care.
Further, these programs have favored the nonelderly in the use of physiclan services
outside the hospital, and favored the aged on the use of inpatient hospital care.

13 “Limitation of Activity and Mobllity Due to Chronic Condltions, United States, 1972,
National Center for Health Statistics, 1974.

14 Kthel Shanas, Ph. D., and professor of soclology at the University of Illinois at Chi-
cago Circle, came to this conclusion In a paper presented in October 1976 at the annual
meeting of the Gerontological Soclety, New York City. She compared findings from national
probabllity sample studies of the noninstitutionalized elderlﬁy in spring of 1962, 4 years
before medicare became effective, and in the spring of 1975, 9 years after the program
began operations. She found that the percentage of bedfast or totally homebound in the
2 years were almost identical. Her paper stategz ‘“It is chronic disease and incapacity of
the elderly that is reflected in the index of functional capacity used in these surveys.
Medicare has not alleviated the ravages of chronic disease nor made the old young. In
this area also, medicare, a payment scheme, has made no difference.”
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What is required, in the words of one author and consultant on
health care, is the recognition that “a basic community network of
services is essential to the full realization of the potential of the in-
dividual components as a system of care, and the realization that effec-
tive utilization of the services will be limited when needed elements
which are essential to the system are inadequate in kind and quality,
limited in coverage, or unavailable.” 13

A. Home HeaLTH—LIMITED PROGRESS

Expenditures for home health services peaked in medicaid in 1971
to 0.48 percent of total expenditures and had decreased by 1973 to
0.28 percent of total expenditures. Medicare payments for home health
peaked in 1969 to 1.1 percent and had decreased in 1973 to 0.7 percent.’®

_ Some recognition of the significance of those figures was provided
by the Department of Health, Education, and Welfare in a sum-
mary of five public hearings on home health care during September

~and October 1976.

According to the HEW summary :

The primary concern expressed by the witnesses was for an
expanded, coordinated range of high quality home services as
a part of an essential continuum of health, social, and support
services. The greatest consensus about expanded benefits was
for broader coverage of homemaker/home health aide serv-
ices by all third-party payment programs.”

The witnesses emphasized that the “need for home services extends
well beyond the elderly, to include children and the handicapped and
disabled of all ages.”

The hearings dealt, too, with the varying levels of care. One witness
gave the following description:’ o

The acute or intensive level of home care provides services
for patients who require active treatment and/or rehabilita-
tion, require a high degree of physician and nursing super-
viston and management, require centralized and. professional
coordination of treatment and services, and would otherwise
require inpatient hospital care. The intermediate level of
home care is necessary for patients who require active treat-

-ment and/or rehabilitation, require a reduce level of physi-
cian supervision amd management, and primarily require
nursing care and/or physical rehabilitation and health aide
services. Lastly, the maintenance level of home care is ap-
propriate for patients who are reasonably stable medically,
have attained o satisfactory level of rehabilitation, require
only periodic evaluation and regular monitoring, and need
assistance only with daily lLiving activities and supportive
personal care services.'®

18 Page 5, “Adult Day Facilities for Treatment, Health Care, and Related Services,”” a
working paper prepared by Brahna Trager for the U.S. Senate Committee on Aging,
September 1976. .

16 Page 37 of reference cited in footnote 15.

17 Page 1 of reference cited in footnote 11.

18 Pages 20—21 of reference cited in footnote 11.
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Several witnesses objected to the provision of an acute or intensive
level of care in the home, others, including major third party payors,
supported the concept of providing all levels of care in the home where
appropriate. The justification for giving all levels of care in the home
was stated by one witness:

People tend to move back and forth in a continuwm; they
don’t stay static in their level of functioning and don’t need
just one service.’® , :

One witness summed up the situation this way :

T'o us, a major problem in the delivery of health care to the
aged is that most people view home health care as an alterna-
tive to institutionalization. To the contrary, we believe that
institutionalization is an alternative to home health care and
should only be used as a last resort.®

THE LEGISLATIVE FRONT

Calls for legislative action to promote greater reliance on in-home
services were numerous in 1976, and—in one case—there was also -
a call for action on a program which had been authorized and funded
but not implemented. '

Demonstration program begins—Enacted in- July 1975, a home
health grant demonstration program was so belated in beginning op-
er?(tions.that Senator Frank Church asked for a 1-year extension 1n
1976.

In calling for this action, Senator Church said :

Most older Americans would prefer to remain at home in
familiar surroundings if at all possible. And they can if effec-
tive alternatives to institutionalization are available.

But if this is to become a reality, home health services and
facilities must be increased. In addition, it is vitally important
that there be trained personnel to deliver services to elderly
persons.?!

This extension was incorporated into the Health Maintenance Orga-
nization Act of 1976, Public Law 94-640. It authorized $10 million to
finance the initial costs of establishing and operating home health
agencies and to expand services of existing agencies, along with $5
million for training professional and paraprofessional personnel for
home health agencies.

According to Church, the enactment of this measure “takes on
added importance now because our Nation can conceivably save $600
million if the medicare national hospital average would be reduced by
just 1 day.” 22

On September 17, 1976, HEW announced 56 awards totaling $3
million under the initial home health demonstration grant program.
Further awards may be made with additional appropriations during
fiscal year 1977.

19 Pages 20-21 of reference cited in footnote 11.
2 Page 10 of reference cited in footnote 11,

2 Congressional Record, June 18, 1976, p. 'S 9941.
22 Reference cited in footnote 21.
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Also sought is legislation which would liberalize the home health
reimbursement provisions under the medicare program. During the
past two sessions of Congress, Senator Church has introduced legisla-
tion which would do the following: )

—Remove the requirement that only “skilled” nursing care or
physical or speech therapy would qualify as reimbursable home
health services under medicare;

—DBroaden medicare coverage to include homemaker services; and

—Increase the number of reimbursable visits from 100 to 200.

This legislation, S. 2713, has not been enacted.

Similar proposals are being advanced in the House of Representa-
tives by Congressman Pepper, chairman of the House Select Commit-
tee on Aging, and Congressman Koch (H.R. 1116 and H.R. 453 of the
95th Congress respectively).

In addition, Congressman Pepper has introduced legislation (FLR.
1126) which would expand reimbursement for medicaid home health
services and provide grants under the Public Health Service program
for the development and expansion of home health services.

B. Apurt Day FaciuiTies

Health and other services need not necessarily be delivered to the
person in need of them. More and more in the United States, persons
suffering from chronic illness can be brought to the services they need.

A report released by the Committee on Aging in 1976 summarized
the progress made toward that goal, as weil as several of the barriers
to such progress.

A preface to the paper—submitted by Senators Church, Williams,
Kennedy, and Moss—agreed with the author, Ms. Brahna Trager, that
what is needed is:

- . . a more responsive and comprehensive community-based
system in which a number of options are available to those
who need assistance to maintain semi-independence, in which
the full-time institutional bed is there when needed but not
called upon unless it is in the patient’s best interest to do
80.2

Day health facilities for the elderly provide one such option. As
broadly described by Ms. Trager, they :

. . . provide for group care during the day in a safe, com-
fortable environment in which selected therapeutic and per-
sonal care services, good food, and social opportunity are
offered by professional and paraprofessional staff which has
both special training for and special interest in the objectives
of this method of care and in the individuals to whom it is
adapted.

A day center for health and related services to adults who
have physical and other limitations utilizes the individual’s
“own bed” and sustains his relationship to the environment
which he considers his home. That home may be with a spouse ;
with members of his family ; with friends or in a group living

= Page IV of reference cited in footnote 15.
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arrangement; in a place where he is living alone; and
in rarer instances, in a facility which utilizes the center to
provide for transition from an institution to community
living.?

Ms. Trager says further:

The development of adult day centers as a community
service is relatively new in the United States and has pre-
sented a variety of approaches affected by funding, by what
has been seen as the first priority in community need and by
the availability of community resources. Emphasis on treat-
ment or rehabilitation occurs in varying degrees; “health
related” services are variously interpreted as well.

Virtually all centers which have been reviewed formally,
do, however, stress effcctive services which support and
maintain the person . . . the profile of participants in
almost all centers indicates that individuals whose handicaps
are severe enough to require a variety of coordinated services
can be maintained in the community—many of them in age
ranges and with physical and psychological limitations which
might otherwise require institutional care which is not as
well adapted to their needs . . .2

Such “needs” may include everyday skills for self-sufficiency.
As one occupaticnal therapist described her goal:

My major objective is to make every movement useful. If
I can help that woman extend her arm and grasp with her
hand, I'm going to make it possible for her to extend her arm
and grasp a can of beans.?®

Fragmented funding constitutes a major obstacle to the provision
of day health services for the elderly.
Ms. Trager indicates that:

. . . three titles of the Older Americans Act (III, IV,
VII) have provided funds for some services in some centers
through Federal, State, and local levels of government; three
titles (VI and XVI and more recently XX% of the Social Se-
curity Act; inodel cities and revenue-sharing moneys have
been tapped; medicare and medicaid have paid for eligible
services; a variety of community organizations—United Way,
in some instances private insurors—have paid for services;
and in-kind and volunteer services have been utilized. Partici-
pant fees make up a relatively small proportion of
revenues.?’

The report indicates that “the per diem or per patient costs vary as
widely as policies and services and are, of course, the result of this
variation.” A range of $3.50 to $33 per day was reported by Ms. Trager,
excluding a day hospital program with higher costs.

24 Page 10 of reference cited in footnote 15.
25 Page 22 of reference cited in footnote 135.
28 Page 17 of reference cited in footnote 15.
37 Page 21 of reference cited in footnote 15.
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One interviewee points out, however, that:

. . . cost alone should not determine whether day care is a
viable alternative to institutional care. More important
should be the issue of the person being served and the ability
to keep him a part of the community as long as possible. The
self-respect of the individual who knows that at the end of the
day he will be returning home is another great factor in sup-
port of day care. Institutionalization for many means the end
of the line. Day care still offers hope.?® -

The overall role of day care in a spectrum of services was reiterated
by Theodore Koff, associate professor, University of Arizona:

The primary essential is that [they] be a part of a sequence
of services so that the individual can move in and out of the
various service settings. . . . The extent to which there is a
community support system which insures appropriate choice;
awareness of health needs; central intake; coordination in
planning and placement ; transportation, and other such serv-
ices, insures the success of each section of the sequence . . .
the centers are a part of a system; they are not the entire

- system. Their use must be very flexible, depending on com-
munity perception of need. There is no single approach but
the principles and standards must provide for quality—in
professional services, in training—and for flexibility—for
movement ou? as well as in.?®

IV. NATIONAL HEALTH INSURANCE: FIRST STEPS

Speculation about a national health insurance program in the
United States has been kindled anew by the inception of a new admin-
istration. '

Quite clearly, the advent of national health insurance will have
important consequences for the Nation’s elderly. It can provide an
opportunity to build upon medicare. Or, it can i1gnore the important
lessons of our Nation’s first major health insurance program for older
Americans, regardless of income.

Arthur E. Hess, former Deputy Commissioner of the Social Secu-
rity Administration, said:

The fact is . . . that medicare provides the only signifi-
cant Federal experience in the large-scale administration of
health insurance for an across-the-board population. As a re-
sult, medicare has flushed out a host of basic problems and
highlighted anomalies in our health care system.*

Mr. Hess states further:

Improvement of medicare now need not be inconsistent
with a long-range agenda requiring more sweeping changes.
Although some might not agree on an immediate objective

. B Page 10 of reference cited in footnote 15.

2 Page 42 of reference cited in footnote 15.

3 “A Ten-Year Perspective on Medicare,” by Arthur E. Hess, Public Health Reports, July-
August, 1976, p. 299.
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of making the medicare program more all-inclusive for those
it now covers, all must wish it to be administratively more
effective.s

The high cost of health care continues to be a major worry of older
Americans, despite the valuable protection of medicare. This mounting
health care cost squeeze must be resolved if our Nation is to provide
for security in retirement.

Several options have been advanced to improve medicare prior to
the enactment of a national health insurance program. Two of these
options were described in some detail in last year’s Developments in
Aging—the proposal of the National Council of Senior Citizens and
the proposal of the American Association of Retired Persons, intro-
duced in the Senate by Senator Ribicoff.

Senator Church has advanced a third alternative.

A. Tae NCSC ProrosaL

NCSC recommended several improvements in medicare until new
national health security becomes a reality, including the merger of
medicare and medicaid as a federally administered program.

Part A and Part B would be combined and the premium charge
under medicare part B would be terminated. Coinsurance and deduct-
ibles would be eliminated, and such services as outpatient drugs, eye
care, and hearing care would be covered. Some portion of the cost of
coverage would be borne by general revenues, and the remainder by
payroll taxes.

B. Tre Riicorr-AARP Approacu

Like the NCSC approach, this proposal would provide more compre-
hensive benefits for elderly persons under the medicare program and
would extend coverage to all persons 65 years of age and older regard-
less of insured status. Further, it would (1) combine part A and part B
of the program into a single, expanded benefit structure with a single
trust fund, (2) establish coinsurance payments on a sliding fee basis
(eliminating premium payments and deductibles), (3) require par-
ticipating physicians to accept assig