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LETTER OF TRANSMITTAL

U.S. SENATE,
SpeciaL. COMMITTEE ON AGING,
Washington, D.C., April 27, 1978.
Hon. Warter F. MoNDALE,
President of the Senate,
Washington, D.C.

Dear MR. PresipENT: Under authority of Senate Resolution 147
agreed to June 14, 1977, I am submitting to you the annual report
of the Senate Special Committee on Aging, Developments in Aging:
1977, Part 1.

Senate Resolution 4, the Committee Systems Reorganization
Amendments of 1977, authorizes the Special Committee on Aging “to
conduct a continuing study of any and all matters pertaining to prob-
lems and opportunities of older people, including, but not limited to,
problems and opportunities of maintaining health, of assuring ade-
quate income, of finding employment, of engaging in productive and
rewarding activity, of securing proper housing, and, when necessary,
of obtaining care and assistance.” S. Res. 4 also requires that the re-
sults of these studies and recommendations be reported to the Senate
annually.

Therefore, on behalf of the members of the committee and its staff,
I am pleased to transmit this report to you.

Sincerely,
Frank CuurcH, Chairman.,
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SENATE RESOLUTION 78, 95TH CONGRESS, 1st SESSION *

Resolved, That, (a) in holding hearings, reporting such hearings, and
making investigations as authorized by sections 134(a) and 136 of the
Legislative Reorganization Act of 1946, as amended, in accordance
with their jurisdiction under rule XXV of the Standing Rules of the
Senate, the following standing committees are authorized from
March 1, 1977, through June 30, 1977, in their discretion (1) to
employ personnel, (2) with the prior consent of the Government
department or agency concerned and the Committee on Rules and
Administration, to use on a reimbursable basis the services of per-
sonnel of any such department or agency, and (3) to make expendi-
tures from the contingent fund of the Senate, as follows:

% - L] ] - -] ]
SEc. 2. * * *
% & & % #* % *

(c)(1) In carrying out its duties and functions under section 104 of

. Res. 4, Ninety-fifth Congress, agreed to February 4, 1977, the
Special Committee on Aging is authorized, from March 1, 1977,
through June 30, 1977, to expend from the contingent fund of the
Senate not to exceed $191,000, of which amount not to exceed $7,000
may be expended for the procurement of the services of individual
consultants, or organizations thereof (as authorized by section 202(1)
of the Legislative Reorganization Act of 1946, as amended).

(2) Section 104(a)(2) of S. Res. 4, Ninety-fifth Congress, is amended
by striking out “and for purposes of sections 133 (2), 134, and 202 of
the Legislative Reorganization Act of 1946,”.

-] % *® & * & -]

Skc. 3. (a) The amount made available for each committee under
the first section and section 2 of this resolution shall be added to the
amount which was made available for such committee by resolution
for the year ending February 28, 1977, and which is unexpended at
the close of February 28, 1977, and such total amount shall remain
available for such committee through June 30, 1977 (or, in the case
of the temporary Select Committee T Study the Senate Counuiibes
System, until its expiration).

(b) Amounts authorized to be expended from the contingent fund
of the Senate under this resolution by each committee shaﬁ be paid
upon vouchers approved by the chairman of such committee, except
that vouchers shall not be required for the disbursement of salaries of
employees paid at an annual rate.

= & & L *® -] *

1 Agreed to Feb. 11, 1977.
)
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SENATE RESOLUTION 147, 95TH CONGRESS,
1st SESSION *

Resolved, That the Special Committee on Aging, established by sec-
tion 104 of S. Res. 4, Ninety-fifth Congress, agreed to February 4
(legislative day, February 1), 1977, is authorized from July 1, 1977,
through February 28, 1978, in its discretion to provide assistance for
the members of its professional staff in obtaining specialized training,
in the same manner and under the same conditions as a standing
committee may provide such assistance under section 202(j) of the
Legislative Reorganization Act of 1946, as amended.

Skc. 2. In carrying out its duties and functions under such section
and conducting studies and investigations thereunder, the Special
Committee on Aging is authorized from July 1, 1977, through Feb-
ruary 28, 1978, to expend $432,000 from the contingent fund of the
Senate, of which amount (1) not to exceed $50,000 may be expended
for a study or investigation of health related issues, (2) not to exceed
$20,000 may be expended for the procurement of the services of indi-
vidual consultants, or organizations thereof (as authorized by section
202(i) of the Legislative Reorganization Act of 1946, as amended),
and (3) not to exceed $1,000 may be expended for the training of the
professional staff of such committee (under procedures specified by
section 202(j) of such Act). '

SEc. 3. The committee shall report its findings together with such
recommendations for legislation as it deems advisable, to the Senate
at the earliest practicable date, but not later than February 28, 1978.

Skc. 4. Expenses of the committee 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
required for the disbursement of salaries of employees paid at an
annual rate.

2 Agreed to June 14, 1977.



PREFACE

Inexorably, the United States is “graying.” This annual report by
the Senate Committee on Aging can announce, in fact, that the
common statistical assumption that every tenth American is 65
years or older is no longer true. It is now one in every nine Americans.!

This landmark indicator occurs at just the time that news media
and governmental agencies are increasingly turning attention to the
social and economic impact of an aging population. Often, such
recognition has a negative tone. There is talk of sharp increases in
“dependency ratios”—or relationship of workers still in the labor
force to young and older persons who are not—and the “burden”’
of increasingly higher health care costs, particularly for long-term
care of those in the highest age brackets.

Often a fear reaction occurs; intergenerational conflict can and has
already resulted.

But this committee has also heard testimony emphatically stating
that added years of life for our populations of today and the future
are not so much a threat as a triumph.? Extensions of longevity are
victories over disease and other ancient enemies, but only if they are
accompanied by better quality of life.

Secretary of Health, Education, and Welfare Joseph Califano made
that point in a recent speech raising “questions for the four-generation
soclety’’ 3:

Indeed, it is wrong to view the maturing of the American
population and the “graying” of the Federal budget simply
as a problem for our society.

The Secretary added:

We should remind ourselves that support for older Ameri-
cans 1s support for all Americans. When medicare pays an
older citizen’s hospital bill it protects that family’s savings,
to pay for college tuition, or a new house, or their own
retirement.

And “the P,l(fl’,’l‘l’ll;” e mast ’r‘ﬂ’n‘)qmbgr aroe n/uroa]rlwo_.and

our children. When we discuss the elderly in 2025 , we are dis-
cussing the high school seniors of today. (Emphasis added.)

This realization—that successes in overcoming aging-related prob-
lems extend far beyond any single generation—is coupled with the
challenge that failure to deal with those problems will compound the
difficulties later on.

! For documentation and comparison with past and projected older American population levels, see pp.
XV-XXXIII of this report, a demographic analysis by Herman Brotman, consultant to this committee.
2 Bee, for example, statements of Senator Pete Domenici and National Institute on Aging Director Robert
Butler at a hearing on “The Graying of Nations; Implications,” Nov. 10, 1977, Washington, D.C.
A3 Tist]eig% a speech before the American Academy of Political and Social Science, Philadelphia, Pa.,
pr. 8, §
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Similarly concerned about the need for action on a number of
fronts related to aging, the Senate Committee on Aging in 1977
attempted to turn congressional and public attention to fairly immed-
iate issues which have long-range implications, including:

—The desperate economic situation of millions of older Americans
(see chapter II for latest available information on income levels)
still living in or just above poverty despite implementation of
modest improvements in the supplemental security income
(SSI) program.

—The harsh impact of r'sing energy costs upon retirement income
(see chapter IIT) and the growing fear that many older persons
will be forced from present quarters if utility costs continue their
rapid rise.

—The need for improvements in the food stamp program as another
step towards adoption of a more rational and effective welfare
program for low-income elderly and others.

— The need for action in strengthening the financing of our social
security system, culminating in congressional efforts intended to
take long steps toward that goal but which raised questions about
whether additional adjustm>nts may be needed.

_Iﬁl rural and urban centers, the special problems of minority group
elders.

—Lingering and disproportionate long-term unemployment and
discouragement among middle-aged and older workers, despite a
general economic upturn.

—The high cost of health care to many elderly persons, caused
in part by the stubborn “tilt"” of medicare and medicaid toward
costly institutional care instead of in-home or outpatient services
of one kind or another.

—Fragmentation of health and social services and efforts to reduce
part of this problem through improvements to the Older Ameri-

cans Act, due for extension in 1978.

Not every committee initiative resulted in legislative achievement
in 1977, but there was significant progress on several important mat-
ters, all discussed in this report.

Perhaps the most striking success story in aging during the past
year was the enactment, in both Houses of the Congress, of legislation
meant to challenge mandatory retirement practices. The House
Committee on Aging made an impressive case for change at hearings;
the Senate Committee on Aging helped with a new report 4 and in
individual legislation by several members. The final victory was tied
to the Age Discrimination in Employment Bill. Although it still
leaves gaps in protection, it is & splendid affirmation of the principle
that individual older persons, like individual younger persons, must
be dealt with on individual terms. Blanket cutoff points for employ-
ment, based on age alone, rob older persons of a basic protection. The
new law provides new protections, but now additional questions
arise. For example:

—How can part-time work become more feasible and available for

those who no longer want full-time work but who don’t want full
retirement, either?

1 ¢ Recession’s Continuing Vietim: The Older Worker,” prepared by Marc Rosenblum, consultant.
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—How can practical and up-to-date “‘second career’”’ training be
made more generally available? How can we encourage greater
access to other educational opportunities throughout the lifespan?

—How can we better assess the probable need for greater participa-
tion of older persons in the work force in a few decades, when the
proportion of younger persons begins to decrease markedly?

Mindful of the challenge to which retirement policy in the United

States will now be put, Senate Committee on Aging members are pre-
paring for hearings and related studies related to readily a parent, or
emerging, issues related to the rapidly changing age distribution pat-
terns of this Nation. We will put special emphasis on increasingly
1q}ltmoded assumptions about work opportunities throughout the
ifespan.
. A second immediate issue with far-reaching implications is the
incongruously lopsided allotment of public moneys to institutional
care when other forms of care might be less costly and more ap-
propriate. This persistent problem will become increasingly urgent as
the numbers of older persons continue upward and as the high cost of
institutional care goes even higher. Some idea of the magnitude of the
problem, even as 1t now exists, is provided by the HEW estimate that
100,000 of the 700,000 patients in acute care hospitals do not have to
be there; but there they are, at an unnecessary cost of about $2.6
billion a year.

In studies and at hearings, the Senate Committee on Aging—par-
ticularly since the 1971 \%Vhite House Conference on Aging—has
challenged overdependence on such costly and inappropriate care.
And yet, despite constant calls for “alternatives” and a “‘continuum
of care,” medicare and medicaid still pay only a tiny fraction of their
reimbursements for home health care. There 1s new evidence that the
so-called “‘deinstitutionalization’ of patients from State hospitals is
an uncertain and far-from-perfect process, often taking the form of
“dumping” patients into unprepared communities. The opposite is
also true: patients at such hospitals often stay on because there is no
place else for them. For example, the committee heard in 1977 about
a Florida hospital in which 300 “geriatric’’ patients continued to make
their residence in the absence of any “community” which could ac-
commodate them even though they were ready for discharge. This
particular case is intensely ironic because the institution is the very
same one in which Kenneth Donaldson fought for his release for 15
years before finally winning it through a Supreme Court decision.®

Another area of concern to this committee is the continuing inade-
yuauy vl Federal ucilons (v conirol fraud and abuse in programs serv-
ing older Americans, particularly those programs related to health
care. The committee, which in the past has given extensive attention
to questionable practices in nursing homes and in “medicaid mills,”
dealt in 1977 with several problem situations which have arisen in
conjunction with in-home services. We have attempted to sound an
early alert to the need for accountability and quality of care in this
area, and we will continue to do so. Knactment of the Medicare-
Medicaid Reform Act of 1977 will help considerably; the work of this
committee in winning passage of that legislation was acknowledged
generously during congressional deliberations. But additional vigilance

© See testimony by Mr. Donaldsen in “Mental Health and the Elderly,” U.S. Senate Special Committee
on Aging hearing, Sept. 29, 1975.
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is essential. Working with other Senate and House units, the Senate
Committee on Aging will do its part in assuring that close scrutiny
continues.

A WHiTE House CONFERENCE ACTION STRATEGY

What is needed, as well, is a close and continuing inspection of the
many adjustments in public policy which should take place as the
graying of this Nation continues.

Debate during 1977 and 1978 on extension of the Older Americans
Act has already yielded more widespread understanding of the serv-
ice needs likely to arise as the older population continues its growth.
But it would be unfortunate indeed 1f the issues thus examined were
to- be shunted aside after action on this legislation. A continuing
and broadening debate on the Older Americans Act and its relation-
ships to other service legislation should become just one major part of
preparations for a White House Conference on Aging in 1981. Legisla-
tion for such a conference was introduced in 1977; within recent
weeks, the administration has given its support. The way now seems
clear for early approval.

As valuable as the 1971 conference was, the 1981 conference can
accomplish far more if:

e Determined efforts are made to obtain essential data well in

advance of the actual conference.

e Preparations for the conference are begun at the grassroots
level at the earliest possible date.

e Wherever possible, pilot programs to demonstrate experimental
approaches are in place for close examination before and during
the conference.

The Committee on Aging will offer its help in all such efforts and
will seek help from experts, organizations, and individual older persons.
“Every Tenth American” is now every ninth American, and by 2015,
it will 'be every eighth American and just 5 years later it will be every
seventh American, How can we lose any time, including these precious
few years before the 1981 White House Conference, in making ready
for choosing the road toward opportunity, rather than drifting into
the danger which will surely result from inaction or wrong action?

Fraxk CHURCH,
Chairman.
Pere V. DoMENICI,
Ranking Minority Member.
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THE GRAYING OF EVERY TENTH AMERICAN
OR
EVERY NINTH AMERICAN?

Ever since 1966, when the older population (persons aged 65 plus)
first exceeded 9% percent of the resident population of the United
States, this series of summaries of the characteristics and status of
older persons has carried the rather catchy title, “Every Tenth Ameri-
can.” The continuing more rapid growth of the older part of the
population and the drop in the birth rate have brought the proportion
of the older population to close to 11 percent, or one in nine; thus,
“Every Ninth American.”

This reflects a longtime trend. When we declared our independence
in 1776, of the estimated 2.5 million inhabitants, about 50,000 were
65 plus. That was 2 percent or every 50th American.

By 1900, there were 3 million older Americans, comprising 4 percent
of the total population or every 25th American. In mid-1977, 23.5
million older persons made up 10.9 percent of the 216.3 million resident
in the United States, or every ninth American.

In 1977, the largest concentrations of older persons—12 percent or
more of a State’s population—occurred in 11 States: Florida (17.1
percent), Arkansas (13.3), Towa and Missouri (13.0), Nebraska and
South Dakota (12.8), Kansas and Rhode Island (12.6), Oklahoma
(12.4), Pennsylvania (12.2), and Maine (12.0).

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

Almost a quarter of the Nation’s older people lived in just three
States (California, New York, and Florida). Adding five more States
(Pennsylvania, Texas, Illinois, Ohio, and Michigan) brings the eight-
State total to almost half the older population of the United States.
It takes 11 more States (New Jersey, Massachusetts, Missouri, Indi-
ana, Wisconsin, North Carolina, Tennessee, Geargia, Minnacata Vir-
ginia, and Alabama) or a total of 19 to account for just under three-
quarters of the older population. It requires an additional 11 States,
or 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). (See exhibit A, page XXIV, for a detailed anal-
ysis of recent State trends.)

What is the older population like, and how does it change?

! Prepared by Herman B. Brotman, consultant to the Special Committee on Aging, U.S.

Senate, and former assistant to the Commissioner on Aging, Department of Health, Educa-
tion, and Welfare.

(XV)
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GROWTH IN NUMBERS

During the 70 years between 1900 and 1970 (the last census), the
total population of the United States grew almost threefold while the
older part grew almost sevenfold. The 65-plus population continues to
grow 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 with a further 18 percent versus
5 percent 1n 1970-77.

The most rapid growth (the largest percentage increases) in 1960-
70 occurred in Arizona (79 percent), Florida (78.2), Nevada (70.4),
Hawaii (51.3), and New Mexico (37.7), all States with a large number
of in-migrants. These five States also had the fastest growth rates
in 1970-77. Florida still has the highest proportion of older people—
17.1 percent in 1977 (14.5 in 1970). Alaska, with just over 2 percent,
remains the State with smallest number and smallest proportion of
older persons (9,000 or 2.2 percent in 1977).

TURNOVER

The older population is not a homogeneous group nor is it static.
Every day, approximately 5,000 Americans celebrate their 65th
birthday. Every day, approximately 3,600 persons aged 65 plus die.
The net increase is about 1,400 a day, or a half million a year, but
the 5,000 ‘“newcomers”’ each day are quite different from and have
lived through a quite different life history than those already 65-plus
and are worlds apart from those already centenarians who were born
shortly after the Civil War.

AGE

As of mid-1977, most older Americans were under 75 (62.2 percent);
a half were under 73; and more than a third (36 percent) were under
70. Over 2 million Americans are 85 years of age or over. Accurate
data on the number of centenarians is not available, but about
10,690 persons (end of 1976) are receiving cash social security benefits
after producing some “proof of age’’ that shows ages of 100 or more.
(See Projections, page XXIII, for changes in age distribution in the
future.)

PERSONAL INCOME

Older economic units continue to have half the income of their
younger counterparts. In 1976, half of the families headed by an
older person had incomes of less than $8,721 as compared with
$15,912 for families with under-65 heads; the median income of
older persons living alone or with nonrelatives was $3,495 as com-
pared with $7,030 for under-65 unrelated individuals.

Some 3.3 million or a seventh of the elderly had incomes below the
official poverty thresholds ($3,417 for older couples and $2,720 for
older individuals). This is a significant 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 overrepresented among the aged poor. Many of the
aged poor became poor after reaching these ages because of the half to
two-thirds cut in income that results from retirement from the
labor force.
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The theoretic retired couple budget prepared by the Bureau of
Labor Statistics for a modest but adequate intermediate standard
of living came to $6,738 in autumn 1976. A lower budget came to
$4,695; a higher came to $10,048.

INCOME SOURCES AND FINANCIAL STATUS

The Bureau of Labor Statistics’ Consumer Expenditure Survey
for 1972 and 1973 also collected data on income, taxes, and value
of and net change in assets. For the purpose of the survey, ‘“family”’
includes both a group of persons related by blood or marriage living
n a single household and unrelated individuals living alone or with
nonrelatives (see exhibit B, page XXIX, for more detailed data and
for information on the characteristics of the “families”).

N Adsummary of the highlights shows the following by age of family
ead:

Average annual

65-plus
index: Under
Category Under 65 Amount 65 equals 100
Money income before taxes. ... .. o ioiiceeicao $12,702 $6, 292 50
ages and salaries__. — 10, 294 1,524 15
Self-employment._..__._ ... - 994 402 40
Social security and railroad retirement_____ - 201 2,085 1,040
Government retirement, veterans, unemployment. - 253 450 178
Income from assets, investments, etc............ . 383 1,134 296
Other, including welfare, contributions, pensions, - 577 697 121
Personal taxes. .. ..ooooeieoeo e accccmaaaaa . 1,978 528 27
Income after taxes....... .- 10,728 5, 764 54
Other money receipts__... bt 82
Goods and services receive 149 68 46
Mortgage principal paid.._ - —358 ~76 21
Net increase in assets. ......... - .- 942 353 38
Market value of financial assets_ ... . .c.uoooooiiaoiaas 5, 490 13,511 246

The older units had about half the income of the younger, primarily
because the larger amounts from retirement benefits and income from
investments for the older families did not balance out the loss of
earnings from employment. As is to be expected, the financial assets
of older families was greater than for the younger. Not as expected
was the net increase i assets held by the elderly albeit at a lower
figure than for the younger units; this 1s a result of the fact that older
persons not only add less new assets but tend to avoid new liabilities
completely.

EXPENDITURES

Older Americans spend proportionately more of their income on
gifts and contributions, food, housing, and health and personal care
and less on other items in a pattern generally similar to that of other
low-income groups. Persons living on fixed incomes are hit hard by
price inflation and the elderly command little potential for personal
improvement of income. Even formuias that adjust retirement pay-
ments for changes in price indices are of only partial assistance since,
at best, they provide only for a restoration of the previous living
standard, they provide the ‘‘catch-up” well after the fact, and older
people have little in easily available savings to carry them over.

23-577 O -78 -2
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The BLS survey (see exhibit B) shows the following by age of
family head:

Average annual Distribution

65-plus 65-plus
Category Under 65 Amount  Index! Under 65  Percent Index !
B 7] PR $10,059  §5, 400 54 100.0 100.0 100
Insurance and pension 874 176 20 8.7 3.3 38
Gifts and contributions. 410 490 120 4.1 9.1 222
Other consumption_....... 8,775 4,734 54 87.2 87.7 101
(11! IS 1,831 1,155 63 18.2 21.4 118
Alcoholic heverages. .. - 30 35 9 7 .6 67
Tobacco products. ... .. 146 60 41 1.4 1.1 79
Housing .omuemcncmanans eeaen .. 2,619 1,559 60 26.0 28.9 111
House furnishings and equipment............- 438 174 40 4.4 3.2 73
ClOthing. o oo o oo 731 290 39 7.3 5.4 74
Transportation (excluding trips). 1,801 689 38 17.9 12.8 72
Health care (out of pocket .- 448 94 4.8 8.3 173
Personal care. ... ..oooceoeoonn . 105 82 78 1.0 15 150
Recreation. .. cceeecceacencoremmmmamaeaooen 712 336 47 7.1 6.2 87

1 Index: Under 65 equals 100.
INCOME MAINTENANCE

0ld Age, Survivors, and Disability Insurance

In September 1977, the Social Security Administration paid cash
benefits to 33.7 million persons of all ages for a total of $7,051 million.
Subtracting the 4.8 million under-65 disabled workers and their de-
pendents (paid benefits from the disability insurance trust fund), there
remains 28.9 million persons and $6,162 million in payments.

For retired workers and their dependents, the average monthly pay-
ment to the retired worker was $241.24; to their wives and husbands,
$122.25; and to their children, $93.35. Almost 59 percent of all retired
workers are receiving “reduced benefits,” having started to draw
benefits before attaining age 65.

For survivors of deceased workers, the average monthly payment to
widowed mothers or fathers with children was $171.92; to the children,
$164.39; to the older widows and widowers, $223.66; to disabled
widows and widowers, $156.40; and to parents, $197.91.

Special age-72 beneficiaries received $78.21 and $39.29 for a wife.

Of the total 33.7 million beneficiaries in September 1977, 21.7
million or about 65 percent were aged 65 plus, as follows: 15.8 million
retired workers, 5.8 million survivors and dependents, and 166,000
special age-72 beneficiaries.

Supplementary Security Income

In September 1977, the Social Security Administration sent checks
to 2,075,000 65-plus persons eligible because of age and need, totalling
$203.1 million. Of this amount, $147.5 million was Federal payments
to persons in all States and $55.6 million was State supplements
administered by the Federal agency for the 27 States that have made
such an arrangement. One State pays no State supplement and 23 pay
supplements (totaling $15 million) directly to their own eligible aged
residents under the State law.

In addition, it is estimated, about 23,000 65-plus persons received
SSI payments as “blind” and 260,000 as “disabled”’ beneficiaries with
higher payments.
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HEALTH
Total Health Costs

The total health bill in the United States rose from $38.9 billion in
1965, when it amounted to 5.9 percent of the gross national product, to
$139.3 billion in 1976, 8.6 percent of the GNP. This more than tripling
of the costs of health care results from vast technical changes, very
rapid price increases, the “aging”’ of the population, and the increased
utilization made possible by the provision of increased resources,
especially through public programs.

In this period, hospital care costs rose most rapidly, proportionately
from 34 percent of total costs to 40 percent; nursing home costs rose
from 3 percent to 8 percent of the total; the other components in-
creased in amounts but decreased proportionately.

Personal Health Care Expenditures

These expenditures (which exclude costs of research, construction,
and certain public health activities like contagious disease control)
rose from $33.5 billion in 1965 to $120.4 billion in 1976.

Per capita health care costs in 1976 for an older American came to
$1,521, 3.5 times the $438 spent for each under-65 person. $689 or 45
percent of the $1,521 went for hospital care, $351 or 23 percert for
nu:sing home care, $256 or 17 percent for physician services, $121 or 8
pircenc for drugs, $32 or 2 percent for dentists’ services, and the
r:muning $55 for all other items. Older people represent almost 11
percent of the total population but account for 29 percent of total
personal health care expenditures ($34.9 billion out ofp $120.4 billion).
Of the total per capita cost for older people, almost 68 percent was
paid by public programs of all types ($1,030 out of $1,521); medicare
alone covered 43 percent.

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

3d-party payments

Private Philan-
Direct out Govern-  health in-  thropy and
Age and year Total of pocket Total ment surance industry
Amount:
Under 65:
1966, .o $155 $79 $76 $30 $22 $3
R ey 155 285 iy 15k 7
65-plus:
1966. oo 445 237 209 133 71 5
1976 i 1,521 404 1,118 1,030 81 6
Distribution (percent):
Under 65:
1966 .. . ... 100.0 51.1 48.9 19.4 21.3 2.2
1976 .. 100. 0 3.9 65.1 29.0 34.5 1.7
65-plus:
1966, .. 100.0 53.2 46.8 29.8 15.9 1.1
1976 s 100, 0 26.5 73.5 §7.7 5.4 .4

It should be noted that the above comparison shows a significant
increase in the utilization of health care in addition to a doubling of
health care prices, with a pronounced shift toward third-party pay-
ments, especially public programs.
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Health Status

In a 1975 household interview survey of a sample of the noninsti-
tutional population, over two-thirds (69 percent) of the older persons
reported their health as good or excellent as compared with others of
their own age. Almost 22 percent reported their health as fair and 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.

Counting older people in institutions as, by definition, in poor
health, a total of 14 percent of all older people consider themselves in
poor 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-
ported some chronic condition, less than 18 percent said that it limited
their mobility. Some 5 percent were confined 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.

Utilization

Older people are subject to more disability, see physicians 50 percent
more often, and have about twice as many hospital stays that last
almost twice as long as is true for younger persons. Still, some 82 per-
cent reported no hospitalization in the previous year.

Based on data for 1974, on the average, a person aged 55-64 spends
2 days per year in a short-stay hospital. This increases to an average
of 3.3 days for persons aged 65-74 and to 5.6 days for those 75 plus.

The same study shows that, on the average, a person aged 55-64
spends a fraction of a day per year in a nursing home, with a jump
to 4.4 days for persons aged 65-74, 21.5 days for those aged 75-84,
and 86.4 days for those 85 plus.

Of the 961,500 older people in nursing homes at the time of a 1973-74
study, 17 percent were aged 65-74, 40 percent were 75-84, and 43 per-
cent were 85 plus; in the total older population, the comparable per-
centages were 62, 30, and 8. In the nursing home population, 72
percent were women (60 in the total), 69 percent were widowed, 15
percent were single, and 12 percent married; 95 percent were white.
Of every 100 admissions to these 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 related facili-
ties, and the rest came primarily from mental institutions and boarding

homes.
Death Rates

In the 10-year period between 1965 and 1975, annual death rates
for older persons dropped about 11 percent from 6.1 per 100 to 5.4
per 100. Within the older population, there were these variations: The
rate for persons 65-74 dropped 16 percent from 3.8 to 3.2 per 100; the
rate for those 75-84 declined only 10 percent from 8.2 to 7.4 per 100;
while the rate for the 85-plus dropped 25 percent from 20.2 to 15.2.
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The rate for deaths of older persons from heart disease dropped 15
percent, from 2.8 to 2.4 per 100 per year and the rate for deaths from
stroke dropped 19 percent, from 0.9 to 0.7 per 100. On the other hand,
the rate for deaths from cancer increased 7 percent, from 0.9 to 1.0.
Still, these three causes of death accounted for three-quarters of the
deaths of older people in both 1965 and 1975.

LIFE EXPECTANCY

Based on death rates in 1975, average life expectancy at birth was
72.5, 68.7 years for males but almost 8 years longer or 76.5 for females.
At age 65, average remaining years of life were 16.0, 13.7 for men but
more than 4 years longer or 18.0 for women. The 25-year increase in
life expectancy at birth since 1900 results from the wiping out of most
of the killers of infants and of the young—much smaller improvement
has occurred in the upper ages when chronic conditions and diseases
become the major killers. Many more people now reach age 65 (about
75 percent versus 40 percent in 1900) but, once there, they live only
4.1 years longer than did their ancestors who reached that age in the
past. Should recent decreases in death rates continue among older
persons, especially from cardiovascular conditions, life expectancy in
the later years may increase further.

SEX RATIOS

As a result of the yet unexplained longer life expectancy for females,
most older persons are women—13.9 million as compared with 9.6
million men 1n mid-1977. Between ages 65 and 74, there are 130 women
per 100 men; after 74, there are 176. In the 85-plus group, there are 217
women for every 100 men. The average for the total 65-plus population
1s 146 women per 100 men. (See also, “Projections,” below.)

MARITAL STATUS

In 1977, most older men were married (7 million or 77 percent) but
most older women were widows (6.8 million or 52 percent). There are
5.2 times as many older widows as widowers. Among 75-plus women,
almost 70 percent were widows. Almost 40 percent of the married
65-plus men have under-65 wives. In 1975, among the 2.2 million
marriages of persons of all ages, there were about 21,300 brides and
40,100 grooms aged 65-plus. For about 1,200 of these older brides and
1,800 older groemss, it was a first marriage. For the remainder, it was a
Towaifiage, wusily alter widowlvod 1athier bhau divoice. Murtiage
rates for older men are seven times those for older women for marriages
in 1975; for first marriages, the rates for older men are 2.5 times those
for older women; for remarriages, the rate for men is 8.6 times that
for women.

‘ EDUCATIONAL ATTAINMENT

In 1977, almost half (47 percent) of the older Americans had not
completed one year of high school; the median for the 25-64 age
group was high school graduation. About 2.2 million or 9 percent
of the older people were “functionally illiterate,” having had no
schooling or less than 5 years. At the other end of the scale, about
8 percent were college graduates.
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LIVING ARRANGEMENTS

In 1977, 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 1 in 20 who lived in an institution
(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 1977, a slightly smaller proportion of older than of younger
persons lived in metropolitan areas (63 versus 68 percent). Within
the metropolitan areas, however, about half of the older people
lived in the central city but almost 60 percent of the under-65 lived
in the suburbs. The inevitable aging of the residents of the suburbs
which began their rapid expansion n the post-World War II period
will soon bring a reversal of proportions and the development of the
same problems, lacks, and barriers faced by the inner city aged.

VOTER PARTICIPATION

In the 1976 Presidential election, older people made up 15 percent
of the voting age population but cast 16 percent of the votes. Some 62
percent of the older population voted, a much higher proportion than
the under-35 group but somewhat lower than the 35-64 groups. A
higher proportion of older men than of women voted, but the women
still outnumbered the men voters. Voter participation falls off sharply

after age 75.
MOBILITY

In the March 1977 household survey, 9.6 percent or 2.1 million
of the persons then aged 65-plus reported that they had moved from
one residence to another in the 2-year period since March 1975. In a
pattern that has remained consistent for a long period of time,
remembering that most moves are made for occupational reasons,
some 6 percent of the elderly moved within the same county, 2 percent
moved to a different county within the same State, and only 1.7
percent moved across a State line. The impression that there is more
extensive interstate migration of older people arises from the very
visible flow but only toward a very few States—Florida, Arizona,
and Nevada.

EMPLOYMENT

In 1977, just over 20 percent of 65-plus men (1.8 million) and 8
percent of 65-plus women (1.1 million) were in the labor force with
concentrations in three low-earnings categories: Part time, agriculture,
and self-employment. Unemployment ratios were low due partly to
the fact that in a period of sizable unemployment discouraged older
workers stop seeking jobs and are not counted as being in the labor
force at all. For those remaining actively in the labor force and
counted as unemployed, the average duration of unemployment was

longer than for younger workers.
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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 at least part of the difference depends on
income level rather than age, health, or choice. A 1974 Census Bureau
survey shows that 62 percent of older households owned at least one
car as compared with 86 percent of younger households. However,
there is a strong relationship between automobile ownership and
income level at all ages and a much higher proportion of low-income
households among the elderly—thus accounting, in part, for the lower
ownership in older households.

PROJECTIONS

The ‘safest” Census Bureau population projections of the size
and composition through 2050 are the so-called “series I1I”’ which are
based on an ultimate cohort fertility rate of 2.1 (an ultimate level of
2.1 children per woman or eventual zero population growth), small
improvements in life expectancy including that for older persons,
narrowing of the gap between white and black rates, constant 400,000
Elgt immigration, and no new major medical ‘“cures’” of chronic

iseases.

POPULATION PROJECTIONS (SERIES 11), TOTAL AND 65 PLUS BY SEX, 1977-2050
[Numbers in thousands}

65-plus
Both sexes Female
Percent of
Year All ages Number all ages Male Number  Per 100 men
216,745 23,431 10.8 9,545 13, 885 145
222,159 24,927 11.2 10,108 14,819 147
232, 880 27, 305 11.7 11,012 16, 293 148
243,513 29,824 12.3 17, 824 149
252, 750 31, 401 12.4 12, 602 18,799 149
260, 378 31,822 12.2 12,717 19, 105 150
267,603 32,436 12.1 12,924 19, 512 151
275, 335 34,837 12.7 13,978 20, 858 149
283, 164 39,519 14,0 16, 063 23, 456 146
290, 115 45,102 15.6 18, 468 26,634 144
295,742 50, 920 17.2 20, 861 30,059 144
300, 349 55,024 18.3 22,399 32,624 146
304, 486 §5, 805 18.3 22,434 33,371 149
308, 400 54,925 17.8 21,816 33,108 152
312,054 54,009 17.3 21.335 32.674 153
315, 622 55, 494 17.6 22,085 33,439 152

If the present fertility rate of approximately 1.8 should continue at
this low level rather than the 2.1 rate assumed above, the size of the
total population would be smaller and the proportion of older people
would be larger. The increasing number and proportion of older persons
reflects both the impact of longer life expectancy and the movement of
the post-World War II baby boom through the population pyramid.
Projections based on lower fertility rates also show a much slower rate
of growth of the older population after 2030 when today’s babies and
youngsters start reaching age 65.
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The above projections represent averages. Important differences by
sex and age group within the 65-plus are shown as follows:

POPULATION PROJECTIONS, TRENDS WITHIN THE 65-PLUS AGE GROUP, 1977-2050

[Percent change]
Sex _ 1977-2000 2000-25 2025-50
+35.8 +60.0 +9.0
+19.6 +77.5 —6.7
+56.0 +41.1 +14.0
+84.1 +32.4 +91.6
Male, 65 plus__.. +33.2 +64.0 +5.7
6510 74 e iemcceneaes +21.3 +79.1 —6.3
75t0 84__ - +454.7 +44.1 +13.5
85 IS e e eececccmmemmmmme e +64.4 +29.9 +92.9
Female, 65 plus._ e e memm—mmmmm i mmnm +37.6 +57.3 +11.2
65t074.____ - [N +18.3 +76.2 —~7.1
75t084____ R, 456.8 4-39.4 +14.3
85 PIUS . o et e cecem e mmamans +93.2 +33.4 +91.1

Thus, comparison of the 25-year time spans shows continuing in-
crease to 2000, very rapid growth from 2000 to 2025 as the post-war
babies reach their later years, and a sharp deceleration as the current
low birth rates are reflected in older people. Significantly, the tradi-
tionally more rapid growth of the older women is reversed in the 2000
to 2025 period. But of even greater significance is the fact that between
now and 2000 the oldest part of the older population will grow most
rapidly, then be reversed between 2000 and 2025, and return to the
current trend after 2025.

Does the age shift in the population create insurmountable ‘bur-
dens”’? Computation of a gross dependency ratio based on the assump-
tion that the young and the old are dependent on the middle group, the
so-called productive-age population, tends to show a reasonable
“burden” on the middle group under reasonable economic and labor
force assumptions, as follows:

Number aged

under 18 Number aged

per 100 aged 65-plus per 100
Year 18 to 64 aged 18 to 64 Total

1.1 17.6 78.

49.7 18.2 67.9
43.2 20.0 63.2
42.1 29.6 .7
41,7 30.2 71.9

Exhibit A
Recent StaTE TRENDS IN THE OLDER PopuLaTION, 1970-77

Between 1970 and 1977, the Nation’s older population (65-plus)
increased from 20 million to 23.5 million at a rate much faster than
was true for the under-65 population (18 percent versus 5 percent).
This was an acceleration of the similar trend between 1960 and 1970
when the increases were 21 and 13 percent.
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These national trends, however, represent the averaging out of

a variety of separate State trends. Details are presented in the analysis
and tables that follow.

PROPORTION OF POPULATION AGED 65 PLUS

For the Nation as a whole (the 50 States and the District of Colum-
bia), the proportion of the total population in the 65-plus group
rose from 9.8 percent in 1970 to 10.9 percent in 1977. In two States,
the proportion fell as the under-65 population grew faster than the
older population (Wyoming, from 9.1 to 8.6 percent, and Alaska,
from 2.3 to 2.2 percent). In the remaining States, the proportion
increased from only 0.1 percentage points (Colorado, from 8.5 to
8.6 percent) to 2.6 percentage points (Florida, from 14.5 to 17.1
percent).

SUMMARY: PERCENT OF STATE’'S POPULATION AGED 65 PLUS, 1977

Under 7.9 (3)—Alaska, Hawaii, Utah.

7.9-8.8 (7)—Colorado, Maryland, Nevada, New Mexico, South
Carolina, Virginia, Wyoming.

T 8.9-9.8 (6)—Delaware, Georgia, Idaho, Louisiana, Michigan,
exas.

9.9-10.8 (10)—Alabama, California, District of Columbia, Illinois,
Indiana, Montana, North Carolina, Ohio, Tennessee, Washington.

10.9 (2)—Arizona, Connecticut (U.S. average).

11.0-11.9 (12)—Kentucky, Massachusetts, Minnesota, Mississippi,
New Hampshire, New Jersey, New York, North Dakota, Oregon,
Vermont, West Virginia, Wisconsin.

12.0-12.9 (7)—Kansas, Maine, Nebraska, Oklahoma, Pennsylvania,
Rhode Island, South Dakota.

13.0-13.9 (3)—Arkansas, Iowa, Missouri.

Over 14.0 (1)—Florida.

Variations in the relative rates of increase changed the rankings of
the States between 1970 and 1977. While six States maintained the
same rank number in 1977 as in 1970 (Alaska, Florida, Hawaii,
Kansas, South Dakota, and Vermont), 25 States rose in rank from 1
to a maximum of 10 ranks (Arizona) and 20 States dropped in rank
from 1 to & maximum of 10 ranks (Wyoming).

DISTRIBUTION AMONG THE STATES

The oider popuiation tends to be distributed among the States in
the same general pattern as the total population except that there
is a slightly greater concentration of older persons in some of the
larger States. In the accompanying table by State rank order, at
the points where the States m the total population column and the
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65-plus population column match exactly, the percentages are as
follows:

Alb ages 65-plus
Percent Percent

of United Cumula- of United  Cumula-

States States tive States tive

California 10.1 10.1 9.3 9.3

New YOrK . oo oeoommceoc oo cmmmm oo o - 8.3 18.4 8.9 18.2

Texas, Pennsylvania, lllinois, Ohio, Michigan, Florid - 29.5 47.9 30.9 49.1

NeW Jersey oo ccacvmcmmmmmccmeanceammmmmno o - 3.4 51.3 3.4 52.5

MaSSACHUSEHS — - o oo oo oo oo mmeore oo e e e e 2.7 54.0 2.9 55.4
North Carolina, Indiana, Virginia, Georgia, Missouri, Wisconsin, Tennessee,

Maryland, Mi ta, | Alab Washington, Kentucky,

Connecticut, lowa, South Carolina, Oklahoma, Colorado, Mississippi,

Oregon, Kansas, Arizona, and Arkansas 38.6 92.6 3.7 93.1
West Virginia. oo oo coccommmmmmcmeommma .9 93.5 .9 94.0
Nebraska . _ - omcemccmmccmaam o an e .7 94.2 .9 94.9
Utah, New Mexico, Maine, Rhode Island..... 2.1 96.3 1.9 96.8
Hawaii, ldaho, New Hampshire, Montana,

Dakota, North Dakota 2.5 98.8 2.4 99.2
Nevada, Delaware, Vermont .8 99.6 .6 99.8

.4 100.0 .2 100.0

Alaska, WYOMIRgo-—eocmeemmmmmmooommemmmmm oo oommnansosoms o ones

California and New York, each with more than 2 million older
people, accounted for almost 4.3 million or 1 in 5 of the older people
of the United States in 1977. Six additional States (Florida, Pennsyl-
vania, Texas, Illinois, Ohio, and Michigan), with almost 7.3 million
older people, brought the eight-State total to 11.5 million or almost
half of the Nation’s elderly. )

Stated another way, almost a quarter of the Nation’s older people
lived in just three States (California, New York, and Florida). Adding
five more States (Pennsylvania, Texas, Illinois, Ohio, and Michigan)
brings the eight-State total to almost half of the older population of
the United States. It takes 11 more States (New Jersey, Massachu-
setts, Missouri, Indiana, Wisconsin, North Carolina, Tennessee,
Georgia, Minnesota, Virginia, and Alabama) or a total of 19 to account
for just under three-quarters of the older population. It requires an
additional 11 States, or 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 Columbis).



RESIDENT POPULATION AGED 65-PLUS, BY STATE, 1970 AND 1977

State rank 2

Humber (thousands) Percent increase Percent of alf ages Number Percent increase Percent of alt ages

State 19701 1977 1960-70 1970-77 1970 1977 1970 1977 1960-70 1970-77 1970 1977
Total, 51 “‘States"'__._._.____..__ 19,972 23,494 21.1 17.6 9.8 0.9 e e e
............................. 32 398 24.7 22.8 9.4 10.8 21 19 16 14 330 326
. 7 9 27.9 28.6 2.3 2.2 51 51 1 37 51 51
- 161 250 79.0 55.3 9.1 10.9 35 31 1 2 334 324

- 237 285 22.0 20.3 12.3 13.3 28 28 21 2 33
. 1,792 2,18 30.9 21.9 9.0 10.0 9 15 36 34
Colorado.... 187 224 18.8 19.8 8.5 8.6 33 33 24 23 38 44
Connecticu 288 340 19.1 18.1 9.5 10.9 26 26 23 26 327 124
Delaware____ 44 53 22.6 20.5 8.0 9.1 48 48 20 319 342 40
District of Columbia. 7 7 2.4 1.4 9.3 10.3 41 45 5 51 332 33
Florida 985 1,444 78.2 46.6 14.5 17.1 7 3 3 1 1
GeOrgia. . o oo e 365 456 26.4 24.9 8.0 9.0 17 16 15 12 342 41
Hawaii 44 63 51.3 43.2 5.7 7.0 47 46 4 4 50 50
Idaho. 67 84 16.3 25.4 9.5 9.8 44 42 29 11 327 35
{llinois 1, 089 1,194 12.2 9.6 9.8 10.6 4 6 40 46 24 328
Indiana 92 10.8 12.6 9.5 10.4 12 12 345 40 327 330
lowa.. L 349 34 6.9 1.2 12.4 13.0 19 22 43 49 2 33
Kansas..__ 265 293 10.8 10.6 11.8 12.6 27 27 345 44 7 37
Kentucky. . 336 382 15.1 13.7 10.4 11.1 20 21 35 34 21 320
Louisiana.. 305 363 27.0 19.0 8.4 9.3 23 23 12 25 339 338
aiNe. e 114 130 7.6 14,0 11.5 12,0 36 36 48 33 11
Maryland_______.____.____ ... __ 298 359 32.3 20.5 1.6 8.7 25 24 8 119 45 43
Massachusetts. ... ______..________ 633 687 11.3 8.5 11.1 1.9 10 10 43 48 310 12
Michigan. ... 749 850 18.0 13.5 8.4 9.3 8 8 25 335 339 838
Minnesota_ 408 454 15,4 1.3 10.7 1.4 15 317 333 43 314 18
221 266 17.0 20.4 10.0 11.1 30 30 27 21 22 3120
558 622, 11.4 11.5 11.9 13.0 11 11 42 42 6 13
69 79 5.1 14.5 9.9 10.4 43 43 50 32 23 330
183 199 11.8 8.7 12.3 12.8 34 35 41 47 33 35
31 51 70.4 64.5 6.3 8.1 49 49 3 1 49 48
73 93 15.8 19.2 10.6 11.0 39 40 331 24 319 322

See footnotes at end of table.
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RESIDENT POPULATION AGED 65-PLUS, BY STATE, 1970 AND 1977—Continued

State rank 2 .

Number (thousands) Percent increase Percent of all ages Number Percent increase Percent of all ages
State 19701 1977 1960-70 1970-77 1970 1977 1970 1977 1960-70  1970-77 1970 1977
New Jersey .o cereoccenmamamcananan 694 808 24.4 16.4 9.7 11.0 9 9 17 30 325 322
New Mexico... 70 98 31.7 40.0 6.9 8.2 42 338 5 5 48 47
New York__. - 1,951 2,082 15.8 6.7 10.7 11.6 1 2 331 50 214 17
North Carolina. - 412 530 32.7 28.6 8.1 9.6 14 14 7 37 41 2136
North Dakota_ ..o ooooomimee-n 66 7 13.3 16.7 10.7 11.8 45 44 36 327 314 115
[0 11 P, 993 1,110 11.2 11.8 9.3 10.4 5 44 41 332 330

Oklahom - 299 349 20.1 16.7 11.7 12.4 24 25 22 327

Oregon. .. - 226 274 23.5 21.2 10.8 1.5 29 29 19 17 13 216
Pennsylvania_..._.__.. - 1,267 1,432 12.7 13.0 10.7 12.2 37 38 314 10
Rhode Island . . oo commmeiameeae 104 118 16.1 13.5 10.9 12.6 37 37 30 335 12 33
South Carolind. _o.eoooocemaaaaaes 190 247 26.8 30.0 7.3 8.6 32 32 13 6 346 344
South Dakota 80 88 12.5 10.0 12.1 12.8 38 41 338 45 35
Tennessee 382 465 24.0 287 9.7 10.8 15 15 18 16 325 326
98 1,228 32.9 24.3 8.8 9.6 6 13 37 336
77 98 29.4 27.3 1.3 7.7 40 338 10 10 346 49
Vermont. .- .oocoecccccmccemmmcane 47 54 8.6 14.9 10.6 11.2 46 47 a7 31 319 19
Virginia... . 354 454 26.6 28.3 7.8 8.8 18 317 14 9 an 42
Washington R 320 386 15.4 20.6 9.4 10.6 22 20 333 18 330 128
West Virgin - 194 219 12.5 12.9 1.1 1.8 31 34 338 39 $10 313
Wisconsin__ 471 534 17.4 13.4 10.7 11.5 13 13 26 37 314 316
WYOMING. - e e ccmmemmccec e menn 30 35 16.6 16.7 9.1 8.6 50 50 . 28 327 334 344
1 gortrected {(orderr%rs in numberg of ginttenarti:rl\s. \ ity i ked 1 be shown as** 35" but next State will be ranked ‘‘8" to compensate for skipping of 6th and 7th rank.

1 States ranked in decreasing order; State with largest quantity is ran . X . . e A )
2 Tied in ranking. States with identical quantities rec_eqlve identical rank numbers with foll 30;!":19 of data: Bureau of the Census (p and unp ). I and computations

ranknumber(s) skipped to allow for the number in the tie; e.g., 3 States tied for Sth place will each ~ supplied.
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RESIDENT POPULATION, TOTAL AND AGED 65-PLUS, STATES IN RANK NUMBER ORDER, 1977

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

Rank  State sands) tion lative State sands) tion lative Rank
1 California_....________ 21,886  10.1 10.1 California_...._____._ 2,185 9.3 9.3 1
2 New York - 17,924 8.3 18.4 New York. - 2,082 8.9 18.2 2
3 Texas....___ - 12,830 5.8 24.2 Florida..___. - 1,444 6.2 24.4 3
4 Pennsylvania - 11,785 5.4  29.6 Pennsylvania. - 1,432 6.1 305 4
5 Mlinois.____..__..___" 11,245 5.2 34.8 Texas........._...._. 1,228 5.2 357 5
6 Ohio______.__________ 10, 701 5.0 39.8 linois.________..___. 1,194 5.1 40.8 6
7 Michigan_ _ - 9,129 4.2 44,0 Ohio__..__ - L110 4.7 45.5 7
8 Florida.___ - 8,452 3.9 47.9 Michigan.._ - 850 3.6 49.1 8
9 New Jersey._ ___ . 1,329 3.4 51.3 New Jersey._. - 808 3.4 52.5 9

10 Massachusetts__._____ 5 782 2.7 54.0 Massachusetts...____. 687 2.9 55.4 10
11 North Carolina 5,525 2.6 56.6 Missouri.....________ 622 2.6 580 11

12 Indiana. 5,330 2.5 §9.1 lIndiana__ 554 2.4 60.4 12

13 Virginia. 5,135 2.4  61.5 Wisconsin__._ 534 2.3 62.7 13

14 Georgia. , 048 2.3 63.8 North Carolina_.______ 530 2.3 65.0 14

15 Missouri__ 4,801 2.2 66.0 465 2.0 67.0 15

16 Wisconsin__.__ - 4,651 2.2 68.2 456 1.9 689 16
17 Tennessee.._ - 4,299 2.0 70.2 454 1.9 70.8 17

18 Maryland.. - 4,139 1.9 72.1 454 1.9 72.7 18

19 Minnesota_ - 3,975 1.8 73.9 398 L7 74.4 19

20 Louisiana..._.________ 3,921 1.8 75.7 386 1.6 76.0 20

21 Alabama____.________ 3,690 1.7 77.4 382 1.6 77.6 21

22 Washington - 3,658 1.7 79.1 374 1.6 79.2 22
23 HKentucky._. _ 3,458 1.6 80.7 363 L5 80.7 23
24 Connecticut . 3,108 1.4 821 Maryland.. ..__ 359 1.5 822 24
25 lowa...._______.._____ 2,879 1.3 83.4 Oklahoma..___...____ 349 1.5 83.7 25
26 South Carolina....__.. 2,876 1.3 84.7 Connecticut..._.__._.__ 340 1.4 851 26

27 Oklahoma.___. - 2,811 1.3 8.0 Kansas.._.. - 293 1.3 86.4 27

28 Colorado_ __ 1.2 87.2 Arkansas. 285 1.2 8.6 28
29 Mississippi_ L1 833 Oregon...____ 274 1.2 88.8 29
30 Oregon.. ___________. 1.1 89.4 MissisSippio_ooceeoo__ 266 1.1 89.9 30
31 Kansas.....__________ 1.1 90.5 250 1.1 91.0 31
32 Arizona. . 11 91.6 247 11 92.1 32
33 Arkansas___ 1.0 92.6 e 224 1.0 9.1 33
34 West Virgini 1,859 .9 93.5 West Virginia_ 219 .9 94.0 34
35 Nebraska_____.____._ 1,561 .7 942 Nebraska_._.______.__ 199 9 949 35
36 Utah_.. 1,268 .6 84.8 Maine_ _________...__ 130 .6 85.5 36
37 New Me 1,190 .6 95.4 Rhode Island. . 118 .5 96.0 37
38 Maine._ .. 1,085 .5 95.9 New Mexico 98 .4 96.4 38
39 Rhode Island. 935 -4 96.3 ||, 98 .4 96.8 39
40 Hawaii 895 .4 96.7 New Hampshire__ 93 .4 97.2 40
41 daho...________._.__ 857 .4 97.1 South Dakota 88 4 91.6 41
42 New Hampshire_ 849 4 975 |d 84 .4 98.0 42
43 Montana.____________ 761 .4 97.9 79 .3 98.3 43
44 District of Columbia.. . 690 .3 932 77 .3 98.6 44
45 South Dakota..__._... 689 .3 98.5 71 .3 98.9 45
46 North Dakota.__...._. 653 ~.3 98.8 63 .3 99.2 46
47 Nevada....__.__.____ 633 .30 991 54 20 994 47
4% Nelawara ] .2 904 Dalawara - £2 .2 oo a2
49 Vermont__...__..____ 483 .2 99.6 Nevada. ——— 51 .2 99.8 49
50 Alaska. . _oeeeoo ... 407 .2 99.8 Wyoming._.__________ 35 .2 100.0 50
51 Wyoming_______.__._. 406 .2 100.0 Alaska..._____.___.__. [ 100.0 51

Source of data : Bureau of the Census (published and unpublished). Computations supplied.

Exhibit B
INcoME AND ExPENDITURES, 1972-73

Approximately every 10 years, the Bureau of Labor Statistics col-
lects detailed data on income and expenditures from a national
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sample of economic units (families and unrelated individuals) based
in part on ‘“diaries” and in part on household interviews. While the
original purpose is to examine the validity of the consumption pat-
terns and weights used in the Consumer Price Index computations,
the surveys provide extremely significant data on a national basis of
the sources and amounts of income, the holdings and returns on finan-
cial assets, and expenditures for consumption and other purposes.
Further, the data may be cross-classified by the characteristics of the
units in the sample.

The following, analytical tables show the data (annual averages for
1972-73) classified by the age of the family head (all ages, under 65,
and 65-plus) with the term ‘“family’”’ applied to both kinds of economic
units, the members of a traditional family living in a household and an
unrelated individual living alone or with nonrelatives. Part A shows
the characteristics of these ‘“families.” Parts B and C show the
detailed data on income and expenditures summarized in the earlier
text but also shows the proportion of ‘families” reporting such an
income or expenditure item.

Most of the data are from published sources but the computation
of the under-65 columns, the distributions, and the indices (the
“percent of under 65” column is an index based on “under-65=100"
were supplied by the author.

FAMILY INCOME AND EXPENDITURES, BY AGE OF HEAD CONSUMER EXPENDITURE INTERVIEW
SURVEY, 1972-73

A. FAMILY CHARACTERISTICS

65-plus
Annual Percent of
Item All ages Under 65 average under 65
Number of families (thousands)- . - oo ooam oo 71,220 56,970 14, 250 25
1-person families_ .- __--- 16, 761 10, 218 6,543 64
Percant of total famities ..o o cvaommcmeeo- 24 18 48 256
FAMILY CHARACTERISTICS

Average:

126 - oo ememmmecommmmmmo—m = o o mmes 2.9 3.2 1.7 53
Income before taxe: $11,419 $12,701 $6,292 50
Income after taxes. $9,731 $10,728 $5,764 54
Age of head._.._ 42 73 174
Children under 18. 1.0 1.2 0.1 8
Persons 65 plus.__ .. 0.3 (O] 1.3 *)
putomobiles owned_ ..o ooommmeemommmamues 1.3 1.4 0.8 57

percent distribution by:

Housing tenure:

Qwners 59 57 66 116
Renters - —----- 37 38 32 84
Not reported . ___.c—-o-- 4 5 2 40
- 89 89 91 102
- 10 10 8 80
- 1 1 100

Education of head:
1 to 9 years of schooling. _..ocomeooemnoomaes 21 15 46 307
9to 12 years . o-.-—--- - 43 46 30 65
12 plus years._....---- - 29 32 16 50
None of not reported_ .- - - 6 6 8 133
Automobile ownership: Own 1 PlUS e cmmmmee e em 80 86 58 67

1 |ess than half the smallest quantity that can be shown.
2 Not applicable.



XXXI

B. INCOME, BY SCURCE, TAXES, ASSETS, AND LIABILITIES

Percent reporting Average annual amount
65-plus
Percent
All  Under of under
Item ages 65 65-plus All ages  Under 65 Amount 65
Money income before taxes...__._________ 98.1 98.1 98.0 $11,419.16 $12,701.73  $6, 291,60 50
Wages and salaries, total_____________ 78.1 89.7 3.6  8,539.60 10,294.41 1,524, 05 15
Money, wages and salaries,
civilans____________________ 748 89.7 27.3  8,475.92 10,214.25 1,526.24 15
Unionduespaid..._____________ 17.2  20.0 3.0 ~17.53 —-21.29 —2.50 12
Other occupational expenses paid. 21.2  24.8 6.9 —33.57 —38.86 —12.43 32
Rent received as pay..._._______ .9 1.0 .4 9,78 10.95 §.12 47
Meals received as pay__.________ 8.6 9.9 3.5 18.82 21.80 6.90 32
Money wages and salaries, armed -
forces_._____ ... __._.__.___ .9 1.1 .1 70.86 88.40 .12 1
Quarters and subsistence._ 1.0 1.0 (0] 15.32 19.15 (0] ®)
Self-employment income, total________ 12.9 13.5 10.4 875.24 993.63 401,93 40
Net income from own business. _ _ 8.9 9.8 5.3 613.59 715.17 207.50 29
_Net income from own farm_______ 4.5 4.3 5.5 261, 64 278,45 194.43 70
Social security and railroad income.__.  25.0 9.5 810 577.61 200.56  2,085.02 1,040
Government ~ retirement, veteran’s
payments, and unemployment com-
pensation._______________________ 152 144 186 292. 65 253.19 450. 40 178
Estates, trust, dividends, interest,
rental income, royalties, and income
from roomers and boarders, total ...  64.6  64.2 66.4 533.25 383.09 1,133.58 296
Rental income, royalties, income
from roomers and boarders_.___ 8.6 7.6 1.7 120,87 100.90 200,71 199
Income from interest, dividends, i
estates, and trusts___.________ 62.7 62.6 63.3 412,38 282.19 932.87 331
Incomes from all other sources, total .. 68.0  72.5  50.0 600. 81 576.84 696. 63 121
Welfare and public assistance___. 6.4 5.8 9.0 107. 30 108.97 100. 63 92
Private pensions._...____..______ 5.7 2.1 20,2 129. 00 48.77 449.77 922
Regular contributions for support. _ 4.0 4.5 2.0 70.38 82.23 23.01 28
Other, including worker's com- ’
pensation____________________ 6l.8 69.5 3.0 294.1 336. 87 123.21 37
Personal taxes, total____ --- 8.6 89.5 449 —1,687.93 —1,978.19 —527.51 27
Federal income taxes_.__.__ - 750 8.9 3.3 ~1,399.11 —1,644.64 —447.50 25
State and local income taxes....______ 59.6 68.6 237 —234.05 ~275.90 ~66.75 24
Personal property and other personal
faxes . ___ . .. 25.6 26.5 221 —54.77 —57.65 —43.26 75
Other money receipts.________ . . 14.0 15.0 10.2 219.41 227.38 187.56 82
Net change in assets and liabilities, total .___  85.5 90.6  65.1 824.23 42. 02 353.31 38
Net changeinassets_.._____________ 73.6  77.4 585 1,463.88 1,730.93 396.24 23
Net change in fiabilities_.___________ 64.4 749 225 —639.65 —788.91 —42.92
Goods and services received without direct
expense._.______ ... ____.____.._._._ 64.6 67.3 53.9 132.45 148,51 68.25 46
Market value of financial assets___________ 76.6  78.0 70.9 7,094.67  5,489.73 13,511.04 246
Mortgage principal paid on owned property.  35.6  42.2 9.1 —301.46 —357.85 —76.02 21

! Less than half the smaliest quantity that can be shown.
2 Not applicable.

Source: Bureau of Labor Statistics.



C. CONSUMER EXPENDITURES

Percent reporting Average annual amount Percent distribution
65-plus 65-plus
Percent of Percent of
Item All ages Under 65 65-plus All ages Under 65 Amount Under 65 All ages Under 65 Percent under 65
Consumption expenses, total..__.___________..._... 100.0 100.0 100.0  $9,126.73 $10,058.90 $5,400.03 54 100.0 100.0 100.0 100
Personal insurance and pensions, total.____.___. 86.7 93.4 60.1 734.18 873.77 176.13 20 8.0 8.7 3.3 38
Life, end t, annuities, income_________. 70.9 75.7 51.9 249.11 287.19 96. 88 34 2.7 2.9 1.8 62
. Other personal. . 10.7 1.3 8.4 7.72 . 46 4.76 56 Nt .1 .1 100
Retirement and pensions. 70.8 83.2 21.2 477.35 §78.12 74.49 13 5.2 5.7 1.4 25
Gifts and contributions_.... 86.6 87.3 83.9 425.70 409. 69 489.72 120 4.7 4.1 9.1 222
Consumption expenses, excluding p insurance,
gifts, and contributions, total 100.0 100.0 100.0 7,966.85  8,775.44  4,734.18 54 87.3 87.2 81.7 101
Food, total__._...._....... 99.7 99.8 99.4 1,695.56 1,830.85 1,154.67 63 18.6 18.2 21.4 118
Food at home N 99.1 99.2 98.8 1,307.62 1,38.71 983. 45 71 14.3 13.8 18.2 132
Food away from home, excluding trips. . 87.3 92.3 67.2 369.11 420.33 164.33 39 4.0 4.2 3.0 71
Meals as Pay......cueneenirannnnn. 8.6 9.9 35 18.82 21.80 6. 90 32 .2 .2 .1 50
Alcoholic beverages........_. 62.7 69.2 36.9 74.80 85,98 30.12 35 .8 .9 .6 67
Tobacco products. 56.5 62.0 3.4 128.50 145,71 3 41 1.4 1.4 1.1 79
Rousing, total____. 99.7 99.8 99.5 2,406.95 2,619.16 1,558.56 60 26.4 26.0 28.9 111
Shelter, total__..___...._ 97.6 98.1 95.5 1,311.24  1,440.22 795.61 55 14.4 14.3 14.7 103
Rented dwellings. ... 39.0 - 4.2 30.1 §71.90 626. 56 353. 36 56 6.3 6.2 6.5 105
Owned dwellings._.. 63.6 62.7 67.1 718.51 788.77 437.63 §5 7.9 1.8 8.1 104
Other lodging, excludi 7.7 8.7 3.6 20. 83 24.88 4,62 19 .2 .2 .1 50
Fuel and utilities, total 90.3 90.5 89.6 409.01 425.71 342.25 80 4.5 4.2 6.3 150
Gas, total . -- 54.6 54.6 54.5 92.86 95.18 83.57 88 1.0 .9 1.5 167
Delivered in main: 45.2 45.5 43.9 77.64 80.37 66.71 83 .9 .8 12 150
Bottled or tank. 10.4 10.2 11.2 15.22 4.81 16. 86 114 .2 .1 .3 300
Electricity. .. __. 76.1 76.3 75.3 156. 80 167. 39 114.45 68 1.7 1.7 2.1 124
Gas and electrici 13.4 13.6 12.8 40.47 42.90 30.76 72 .4 .4 .6 150
Fuel oil and kerosene.__._._ 20.1 19.6 22.3 5119 50. 01 55,91 112 .6 .5 1.0 200
Other fuel, coal and wood. ... __. 9.1 9.2 8.9 4.97 4,22 188 .1 ('; I S
Water, trash, sewerage___________ 62.3 62.6 61.1 62.73 66, 01 49, 60 75 .7 . .9 129
Housing expenses, total ... __________.._... 93.6 93.7 93.3 301.16 314.90 246.21 78 3.3 3.1 4.6 148
Telephone, excluding coin phones.. . _ 89,5 89.9 87.9 173.10 186.11 121.10 65 1.9 1.9 2.2 116
Other, including domestic services..____. 68.8 68.6 69.5 128.06 128.80 125.11 97 1.4 1.3 2.3 177
House furnishings and equipment, total____..___. 88.5 91.2 7.7 385.54 438.33 174.49 40 4.2 4.4 3.2 73
Household textiles 74.3 7.9 59.9 50. 82 56. 05 29.90 53 .6 .6 .6 100
Furniture.__________. 41.6 46.8 20.8 131.73 153.72 43.83 29 1.4 1.5 .8 53
Floor coverings......... 20.8 22.9 12.3 42,21 47.12 22,58 48 .5 .5 .4 80
Major appliances. __ ... .o.ceoaaaaoo 316 34.8 18.7 89.48 100. 62 44.96 45 1.0 1.0 .8 80

OXXX



€ - 8L - OLLS-E2

Small appliances
Housewares_.__.
Miscellaneous

Clothing, total_...________________ .. ___. __
oth!ng, male, age 2 plus____
lothing, female, age 2 plus.
othing, children under 2__
Dry cleaning and laundry___
Materials and services. .. _..________._.____

[viele]

Transportation, excluding trips, total_.__.__. ______
Vehicle purchases (net outlay). . . -
Vehicle finance charges. . ..
Vehicle operation, total_

Health care, totad...______._____._______ _____.
Health insurance, excluding employer share._
Expenses not covered by insurance._.______.

Personal care (selacted).. ... __.____._._.__

Regr eation, total________________________ ______
Owned vacation home......

Alcoholic beverages
Lodging. ___________
Transportation, total. .-

Other transportation.. _ -

All expense tours_____.___
Other vacation expenses.. -
Boats, aircraft, and wheel goods_ -
Other recreation, total.._._____ -
Television. ...____

Reading materials. .-
Education, total.
Private_._____________ . .
Public.

BOmBHB Po®

sl COLND Gt e
WONDUNO =~ ONN=UIS U

N -~
FESEnwm

w
~
—

s
e
—

-t~y ~4 o
EporwdSoiwdo®
WA NWNI IO M0 I~

o

9.77
9.29
52.23

647.37
. 09

1,578.50
704.55

79. 65
739. 34
347,24
392.10

54,97
473.28
195. 81
2717.47

100. 22
636.33
, 96

10. 88 5.34
10.83 3.12
59.10 .77
736.81 289.81
253,20 67
345,21 159. 64
17.57 2.08
90. 58 47.59
30.23 12.77
1, 800. 83 689, 43
. 92 243.30
. 16 37. 65
831.94 369.17

104.78 82.00
711,50 335.79
10.55 1.
263,92 193.99
2.84 35.
7.95 3.
41. 55 39.54
91.97 64.62
36.07 15.88
55.90 48.74
33.61 40, 96
26.00 10. 60
99. 59 9.61
337.45 114.59
51.24 7.73
286.19 86. 86
51.98 30.68
124.65 14.10
75.49 8.31
49.16 5.79
83.62 40.95

1 Less than half the smallest quantity that can be shown.

Source: Bureau of Labor Statistics.
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95T CONGRESS SENATE REerorr
2d Session } { No. 95-771

PART 1
DEVELOPMENTS IN AGING: 1977

AprIL 27 (legislative day, ApriL 24), 1978.—Ordered to be printed

Mr. CrurcH, from the Special Committee on Aging, submitted the
following

REPORT
together with
ADDITIONAL AND SUPPLEMENTAL VIEWS

[Pursuant to S. Res. 78, and S. Res. 147, 95th Cong.}

CHAPTER 1

THE FUTURE OF SOCIAL SECURITY
INTRODUCTION

Social security cash benefits (old-age, survivors, and disability
insurance ') posed one of the most difficult challenges facing the
Congress in 1977.

At stake was the soundness of trust funds from which approxi-
mately $88 billion was paid out in 1977 to almost 34 million persons
ranging in age from under 1 to more than 100 years old.

"The reasons for the present and future drains on the trust funds
have been described in previous reports by this committee.?

What provided additional urgency during the past year was the
realization that decisions on payroll taxes for social security would
affect other decisions related to mcome tax reform policy.

1 The old-age program was established in 1935 with the enactment of the Social Security Act. In 1939,
coverage was provided for survivors. Disability protection was extended under the 19586 amendments for

qualifying workers.
2 See “Developments in Aging: 1976 (Pt.1),” p. 14, and ' Developments in Aging: 1975 and January-May

1976 (Pt. 1),” p.
1)
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What emerged in the final days of the first session of the 95th
Congress was described by the press as the highest tax hike in the
peacetime history of the Uniteé) States, without any dramatic im-
provement in benefits.?

The projected increases for employees and employers are so ex-
tensive that Members of Congress and others have expressed reserva-
tions about what they regard as heavy reliance on a tax often described’
as “‘regressive’’.

Overlooked in many of the analyses was that the overall tax in-
creases due to be levied in the next two decades include several that
were already in existence under prior law.

Nevertheless, the congressional actions on social security during
1977—pr0f'ected to provide a surplus for the next 25 years and a
manageable deficit for the next 75 years—raised new concerns about
the reluctance to use general revenues for specific, limited purposes
without damaging the fundamental wage-related feature of the
program.

1. STATUS OF TRUST FUNDS BEFORE SOCIAL SECURITY
FINANCING BILL

Alarm about the foreseeable shortfalls in the social security trust
funds intensified during the past year. The 1977 report 4 of the Board
of Trustees for the Social Security Trust Funds—old-age, SUrvivors,
and disability insurance—projected a Jong-range actuarial deficit at
8.20 percent of taxable payroll under the intermediate set of assump-
tions.5 At that time, OASDI taxes were projected to provide income
averaging 10.99 percent of taxable payroll * over the 75-year period
covered by the long-range actuarial cost estimates. Benefits were
expected to have an average long-term cost of 19.19 percent of taxable
payroll—producing a deficit of 8.20 percent of taxable payroll (19.19
percent minus 10.99 percent equals 8.20 percent).

For the short term, the Board of Trustees estimated that the
reserves for the disability insurance program would be exhausted in
1979. The old-age and survivors insurance program was projected to
be depleted by 1983.

This assessment was in marked contrast to the picture in 1972,
when social security was in actuarial balance. A staff report prepared
in 1977 for the Senate Finance Committee gave this assessment of the
situation:

The actuarial estimates made at that time—1972—showed
that the program was in exact actuarial balance; that 1s,
long-term income equaled long-term outgo. The steadily

3 See p. 8 for examples of benefit improvements, See p. 14 for examples of the impact of the proposed social
security tax increases.

4411977 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and
Disability Insurance Trust Funds.”’ The Board of Trustees are the Secretary of the Treasury, the Secretary
of Labor, and the Secretary of Health, Education, and Welfare.

s The intermediate set of assumptions are based upon the following major projections: (a) Prices will
rise annually by 4 percent, on the average, over the long run; (b) wages will increase by 53 percent per
year over the long range; (c) the ultimate fertility rate (the number of children born per woman) will be
2.1; (d) the average unemployment rate will be 5 percent.

o For 1077, the welghted taxable payroll is about $803 billion. A deficit of 1 percent of taxable payroll
would be the equivalent of approximately $8 billion at 1977 payroll levels.
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deteriorating conditions which have existed from that time
result in the short-run from the interaction of the economy
on benefit payments and income. In the long-run, the effect
of short-term conditions on long-term projections combined
with the effects of changes in economic and demographic
assumptions, have resulted in increases in the estimated cost
of the program in relation to the anticipated income.’

Social security was still essentially in actuarial balance after the
enactment of the two-step, 11-percent increase in 1973. The House
Ways and Means Committee gave this evaluation in November 1973:

* * * Under the tax schedule recommended by your
committee, the OASDI system would have an actuarial
balance of —0.51 percent of taxable payroll, which is within
an acceptable limit of variation of 5 percent of the cost of the
system or about 0.57 percent of taxable payroll.2

However, prices rose much more sharply than projected in 1973.
Under intermediate assumptions used at that time, a 3.1-percent
cost-of-living adjustment was projected, each, for 1975 and 1976.
No social security increase was projected in 1977 because the consumer
price index rise from 1976 to 1977 was expected to be less than the 3
percent needed to trigger the automatic benefit increase. But rapidly
rising prices pushed cost-of-living increases up to 8 percent in 1975,
6.4 percent in 1976, and 5.9 percent in 1977. The compound effect of
these three increases amounted to 21.7 percent, compared with 6.3
percent projected in 1973 for the period 1975 to 1977—or 244 percent
greater than originally projected.

COST-OF-LIVING INCREASES IN BENEFITS

[fn percent]

Year 1973 estimate Actual

L wid d
wao

1 The 1973 estimates projected that the CPI rise for 1976 to 1977 would be less than the 3 percent needed to trigger an
automated benefit increase.

Source: ''Staff Data and Materials Relating to Social Security Financing,”” Senate Finance Committee, June 1977, p. 17,

Unemployment also jumped precipitously while prices soared.
By the end of 1974, our Nation was in a recession which continued
until 1078, Tn Mgy 1075 the Gnomployment rate reached its highess

level in 34 yez;rs. The high unemployment cut back payroll taxes
for social security.

7¢Staff Data and Materials Relating to Social Security Financing,” prepared by the staff for the use of
the Committee on Finance, U.S. Senate, June 1977, p. 4.
¢ H. Rept. 93-627, to accompany H.R. 11333, Nov. 9, 1973, p. 14.
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INCOME AND EXPENDITURES OF THE SOCIAL SECURITY CASH BENEFITS TRUST FUNDS AS ESTIMATED IN 1973
AND IN 1977

{In billions of dollars}

1973 estimate 1977 estimate
Funds at . Funds at
Expendi- Changes end of Expendi- Changes end of
Year Income tures in funds year  Income tures in funds year
54.8 53.4 1.4 44.2 154.8 153.1 11.6 144.4
63.1 61.2 1.9 46,1 162.1 160.6 115 145.9
68.5 67.6 8 46.9 167.6 169.2 115 144.3
74.8 73.1 1.7 48.6 175.0 178.2 1-3.2 141,1
80.9 77.8 31 51.7 82.1 87.7 -5.6 35.5
85.5 83.7 1.9 53.6 90.7 97.5 —6.9 28.6

1 Actual rather than estimated amounts. .
Note: Totals do not necessarily equal the sum of rounded components.
Source: “‘Staff Data and Materials Relating to Secial Security Financing,” Senate Finance Committee, June 1977, p. 16

In addition, demographic and economic assumptions underlying
the long-range projections were substantially changed. For example,
the 1973 intermediate estimate of the cash benefits program was
based on the assumptions that (a) the ultimate fertility rate would
be 2.3 to 2.8 children per woman and (b) the long-range productivity
level (the difference between the movement of wages and prices)
would be 2% percent. By 1976, the estimated fertility rate declined
to 1.9 children per woman, and the projected productivity level was
reduced to 1% percent.

Under a lower projected fertility rate, there would be a higher
ratio of older persons collecting social security benefits to younger
workers contributing to the system. With a lower productivity rate,
the ratio of benefits to contributions would be higher in any given
year.

II. PRESIDENT’S PROPOSED SOCIAL SECURITY
CHANGES

Against this backdrop, President Carter submitted an eight-point
plan to the Congress on May 9 to strengthen the financing of social
security. He recommended six major actions intended to meet the
short-term actuarial deficit:

(1) Use general revenues in a countercyclical fashion to replace
lost payroﬁ tax receipts when unemployment exceeds 6 percent.
The proposal would apply to the period 1975 to 1982.

(2) Remove the wage base ceiling ($16,500 in 1977) for em-
ployers in three stages, so that it is completely eliminated in 1981.

(3) Increase the wage base subject to employee (or self-
employment tax) by $2,400 above the levels applicable under
existing law. This change would occur in four stages with $600
increases in 1979, 1981, 1983, and 1985.

(4) Shift a portion of the medicare hospital insurance tax rate
to the cash benefits (old-age, survivors, and disability insurance)
program, beginning in 1978.

(5) Restore the social security cash benefits tax that is paid
by the self-employed to the traditional rate of 1} times the tax
on employees.
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(6) Correct certain technical provisions of the Social Security
Act which differentiate on the basis of sex, including a new
eligibility test for dependent benefits necessitated by Supreme
Court decisions (see p. 17 for additional discussion) striking
down the dependency requirements for husbands and widowers

to receive benefits on the basis of the wife’s earnings record.
President Carter recommended two major actions to reduce the
long-range actuarial deficit. First, he proposed to “decouple” the
social security benefit formula.® Second, the Carter proposal would
move forward the 1-percent social security tax rate scheduled in pres-
ent law for 2011 so that 0.25 percent would become effective in 1985

and the remainder in 1990.

The administration’s proposals were designed to eliminate the
social security deficit for the remainder of the century. The long-range
deficit would decline from 8.2 percent to 1.9 percent of taxable

payroll.
Impact of administration proposals on long-range financial status of trust funds
[As percent of taxable payroll]

Deficit under present law__.__________________ ____ ____ —8.2
Savings from decoupling. . ______________________________ """ +-12. 0
Cost of wage-indexed benefit formula_ . ______________________ """ —-7.9
Effect of:
Employer base inereases._.___________________________________ +.9
Employee base increases__.______ _____________________________ +.1
Self-employed tax inerease.____________________________________ +.1
Diversion of hospital taxes and acceleration of 2011 tax rate increase. +1.0
Dependency tests.._ __ ____ o +.1
Residual defieit- . __________________ o ______ r—1.9

! While the administration’s proposals would assure sufficient financing for the next 25 years or so and
maintain the reserve ratio above one-third in the 1980's, they would leave & long-range deficit of 1.9 percent
of taxable payroll, which is equal to about 12.6 percent of long-range expenditures, under the program as
it would be modified by the administration’s recommendations. The administration says that this deficit
is to be studied by the Social Security Advisory Council along with other benefit adequacy questions
which would change the long-range deficit.

Source: ““Staff Data and Materials Relating to Social Security Financing,” Senate Finance Committee,
June 1977, p. 31.

For the short term (1978 to 1982), the administration recom-
mended an additional $83 billion for the cash-benefits programs. Of
this total, $56 billion would be derived from measures to raise addi-
tional revenue (e.g., additional employer and employee taxes and
appropriations from general revenues). The administration also
proposed reductions totaling $27 billion.

Additional income would be provided by: Billions
Additionsl gmpleyertanes oL _________________.__ ten
Additional employee taxes____ . ____ __ oo ____ 4
Diversion of hospital insurance taxes_ .. _____._____________________ 7
Increase in self-employment tax rate_ ____________________________ 1
Appropriation from general revenues_ __ ______ ____________________ 14

Total e 56

Reduction would be achieved by:

Reducing the ratio of trust fund assets to expenditures from 50 percent
to 35 pereent______ ______ . 24
Adding a dependency requirement for spouses benefits_ - __________ 3

Total . _ e 27

Source: “Staff Data and Materials Relating to Social Security Financing,” Senate Finance Committes.
June 1977, p. 31.

° For additional discussion of “decoupling,” see p. 8 of this report and p. 67 of *‘ Developments in Aglng:
1975 and January-May 1976 (pt. 1).”’
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III. CONGRESSIONAL ACTION IN 1977

Congress passed, in final form, the Social Security Financing
Amendments on December 15, 1977, and President Carter signed the
measure into law (Public Law 95-216) on December 20, 1977. The
new law reduces the long-range actuarial deficit for the social security
cash benefits program from 8.2 percent of taxable payroll to 1.46 per-
cent. During the next 25 years (from 1977 to 2001), social security 1s
projected to have a surplus of 0.97 percent of taxable payroll.

Strong opposition, however, was expressed prior, during, and
after congressional consideration of the 1977 amendments. Pressure
intensified for the Congress to revamp the financing of social security
shortly after the measure became law (for additional discussion of
proposals, see pp. 13-17). Senator Frank Church, chairman of the Sen-
ate Special Committee on Aging, gave this assessment to delegates
attending a conference ‘The Festful Generation: Exploding the

Myths of Age” in Minneapolis on February, 3, 1978:

1t is clear now, just as I said in December when I voted
against the financing proposals, that Congress must go
back to the drawing board for another look at social security,
even though the ink is barely dry on the new law. Represent-
ative Ullman, Chairman of the House Ways and Means Com-
mittee, has said as much in recent interviews.

Senator Pete V. Domenici, minority member of the Senate Com-
mittee on Aging, in a recent address expressed his concern “about
the adverse impact this tax will have on the middle class, the business
community, the level of employment, and the overall health of our
national economy. I do not believe that the Senate Finance Com-
mittee and the House Ways and Means Committee gave adequate
consideration to the ramifications of this measure, and I regret that
the Congress, under heavy pressure from the administration moved
with such haste in approving this measure.”

A. FinanciNg PROVISIONS

The act raises additional revenue primarily through increases in the
wage base and payroll tax rates for employees, employers, and self-
employed persons.

Wage base for employees, employers, and self-employed persons.—The
maximum taxable wage base increases, beginning in 1978, until it
reaches $29,700 by 1981 for employees, employers, and self-employed
persons. After 1981, the base increases annually according to the
average covered earnings under social security. The conferees rejected
a Senate amendment to provide a higher wage base for employers.

MAXIMUM WAGE BASE FOR EMPLOYEES, EMPLOYERS, AND SELF-EMPLOYED PERSONS

Public Law

Year Prior law 95-216
$16, 500 $16, 500

17,700 17,700

118,900 22,900

120, 400 25,900

121,900 29,700

1 Under prior law, the maximum wage base rises each year under the automatic increase provisions.
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Taz rate increases for employees and employers.—Under prior law,
the social security tax rate (5.85 percent for employees and employers
each, in 1977) was scheduled to rise to 6.05 percent in 1978, increasing
gradually thereafter until reaching 6.45 in 1987 and eventually 7.45
in 2011. The 1977 Social Security Financing Amendments provide
increases above prior law beginning in 1979. By 1987, the rate will
be 7.15 percent. And, it will eventually reach 7.65 percent in 1990.

CONTRIBUTION RATE SCHEDULES UNDER PRIOR LAW
[fn percent]

Employees and employers, each

Calendar year OASDI HI Total
4.95 0.90 5.85

4.95 1.10 6.05

4.95 1.10 6.05

4.95 1.35 6.30

4,95 1.35 6.30

4,95 1.35 6.30

4,95 1.50 6.45

4.95 1.50 6.45

4,95 1.50 6.45

4,95 1.50 6.45

5.95 1.50 7.45

CONTRIBUTION RATE SCHEDULES UNDER PUBLIC LAW 95-216
{In percent)
Employees and employers, each

Calendar year 0ASI DI 0ASDI HI Total
4.375 0.575 4,95 0.90 5.85

4,275 775 5. 05 1.00 6.05

4,330 .750 5.08 1.05 6.13

4.525 . 825 5.35 1.30 6.65

4.575 . 825 5.40 1.30 6.70

4.750 .950 5.70 1.35 7.05

4.750 .950 5.70 1.45 7.15

5.100 1.100 6.20 1.45 7.65

Tax rate for self-employed.—The 1977 amendments restore the self-
employment tax rate for cash benefits (old-age, survivors, and dis-
ability insurance) to the original ratio of 1% times the employee rate,
effective in 1981.

CONTRIBUTION RATE SCHEDULES UNDER PRIOR LAW

P cncnnw av
pie plivanyg

Self-employed persons

Calendar year OASD! HI Total
N 0.90 7.90
7 110 8.10
7 110 8.10
7 1.35 8.35
7 1.35 8.35
7 135 8.35
7 1.50 8.50
7 1.50 8.50
7 1.50 8.50
7 1.50 8.50
7 1.50 8.50
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CONTRIBUTION RATE SCHEDULES UNDER PUBLIC LAW 95-216

[in percent)

Self-employed persons

Calendar year QASDI DI 0ASDI HI Total
6. 1850 0. 8150 7.00 0.90 7.90
6. 0100 1. 0900 7.10 1.00 8.10
6. 0100 1. 0400 7.05 1.05 8.10
6. 7625 1,2375 8.00 1.30 9.30
6.8125 1.2375 8.05 1.30 9,35
7.1250 1. 4250 8.55 1.35 9,90
7.1250 1. 4250 8.55 1.45 10. 00
7.6500 1.6500 9.30 1.45 10.75

B. “DrcourLiNg”’ AND “WaGE INDEXING

The cost-of-living adjustment mechanism was overly sensitive
to wage and price changes. The 1977 amendments ‘‘decouple” the
cost-of-living adjustment mechanism. Benefits will increase propor-
tionately with rising prices (as under existing law) for individuals
already on the benefit rolls. Future retirees will have their benefits
determined on the basis of their previous wages after those wages have
been adjusted (wage indexing) to reflect annual increases in average
earning levels up to the second year before eligibility (age 62, death,
or disability). This will assure that similarly situated workers, genera-
tion to generation, will, on the average, receive relatively the same
level of benefits at retirement (as a percent of their immediate pre-
retirement earnings).

C. BENEFIT PROVISIONS

Public Law 95-216 makes several changes in benefit provisions.
Most liberalizations have relatively low long-term costs as a percent
of taxable payroll. Some measures, though, cut back on protection.

Special minimum beneficiaries.—The act (1) authorizes cost-of-
living protection for special minimum monthly beneficiaries and (2)
increases the multiple for computation from $9 to $11.50. Under
present law, this benefit is computed by multiplying $9 by the number
of years of covered employment above 10 but not greater than 30.
Thus, the maximum payment for special minimum beneficiaries
will be increased from $180 to $230 a month, beginning in 1979,
with further increases in future years.

Delayed retirement credit—The delayed retirement credit is increased
from 1 to 3 percent per year beginning at age 65 and taking account
of months up to age 72 for which benefits are not paid because of excess
earnings. The worker’s credit is also applicable to widow’s (or wid-
ower’s) benefits.

Divorced spouses—The duration of marriage requirement for aged
divorced spouse’s benefits will be reduced from 20 to 10 years.

No reduction in benefits because of remarriage—Remarriage after
age 60 will not reduce benefits paid to aged widows or widowers.

Minimum benefit freeze—The minimum benefit will be frozen at
the January 1979 level (estimated at about $121 per month) and then
i\)/ill fiincrease with prices only after a person starts receiving the

enefit.
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Offset in_benefits for dependent or surviving spouses.—Social security
benefits will be reduced for dependent spouses (including surviving
spouses) by the amount of any Government retirement benefit earned
by the spouse in non-social-security employment. This provision
becomes effective for persons who first apply for their benefits as
dependent, spouses after November 30, 1977. An exemption is also
provided for Government employees who become eligible during the
next 5 years for their Government pension, but only if they meet the
requirements of social security entitlement in effect on January 1977.

National Commission on Social Security and Special Consumer
Price Index for the Aged.—A nine-member National Commission on
Social Security is established, jointly appointed by the President and
the Congress, to conduct a comprehensive 2-year study of social
security. The commission would also consider the need for a special
consumer price index for the elderly.

Limitation on retroactive benefits.—Payment of retroactive benefits
will be prohibited when it will result in permanently reduced social
security benefits. Under prior law, a person filing an application for
benefits after first becoming eligible can receive benefits for a retro-
active period up to 12 months, if all conditions of entitlement are met
for those months. Retired workers receiving social security at ages 62,
63, or 64 have their benefits actuarially reduced for each year before
age 65.

Cost-of-living increases for early retirees—An early retiree who
begins to receive benefits between ages 62 and 65 has his monthly pay-
ment reduced permanently on an actuarial basis to take account of
the longer period that he receives benefits on the average. Under prior
law, an early retiree received a cost-of-living increase after attaining
age 65 as though he were drawing a full benefit. Public Law 95-216
applies to cost-of-living increases for early retirees the same actuarial
reduction that is applied to their original monthly benefit.

D. EarniNgs LimitaTion, or ‘“‘RetiREmENT TEST’ 10

In 1977, social security beneficiaries under age 72 could earn up to
$3,000 per year before $1 in benefits would be withheld for each $2 of
earnings above this ceiling. Public Law 95-216 raises the annual earn-
ings limitation before benefits are reduced for persons aged 65 to 71
to $4,000 in 1978, $4,500 in 1979, $5,000 in 1980, and $5,500 in 1981.
Beginning in 1982, the retirement test is abolished completely for
persons 70 or older. 1In 1982, the earnings ceiling will increase to $6,01(1)0

PROE PR « J - SIPGUE Ik [ S RO SEg b R R By [ IO S |
PRVEN VIDUVLID VU Ul ULuUA, QLA ViLTLL LU YWl WUo (]JUJ usvou quUmuUllelJ
annually on the basis of average covered earnings under social security.
As under prior law, the annual exempt earnings limitation for bene-
ficiaries under age 65 will be adjusted automatically each year, reach-
ing a projected level of $4,200 in 1982. The monthly measure of retire-
ment—permitting payment of social security benefits i any month
a person earns one-twelfth of the retirement test or less—is eliminated.
However, the monthly measure is retained for the first year that a
worker begins to receive retirement benefits.

10 Social security is a social insurance program designed to protect workers and their families from loss
of earnings because of retirement, death, or disability. An earnings limitation is imposed to determine
whether, in fact, a beneficiary has suffered a loss in earnings because of retirement.
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E. CovERAGE

The Secretary of Health, Education, and Welfare is directed to con-
duct a study in cooperation with other Federal agencies concerning
mandatory social security coverage for Federal, State, and local
employees. The report is due within 2 years of enactment of the Social
Security Financing Amendments of 1977.

F. Status oF THE CasH BeneriTs TrRusT FuNDs

The 1977 amendments strengthen the financing of the cash bene-
fits trust funds. The balance for the old-age and survivors insurance
program is projected to grow from $32.3 billion at the end of 1977
to $115.9 billion in 1987. For the disability insurance program, the
trust fund balance is expected to increase from $3.3 billion in 1977
to $25.1 billion in 1987. The following tables provide a summary of
the condition of the cash benefits trust funds.

ESTIMATED OPERATIONS OF THE OAS! TRUST FUND UNDER THE PROGRAM AS MODIFIED BY PUBLIC LAW 95-216,
CALENDAR YEARS 1977-87

[Dollar amounts in billions]

Fund at Fund at

beginning of end of

year as a year as a

percentage percentage

Net increase  Fund at end of outgo of outgo

Calendar year Income Qutgo in fund of year during year during year
$72.5 $75.6 —$3.1 $32.3 47 43
78.6 83.6 -5.0 27.3 39 33
90.8 91.6 -.8 26.5 30 29
10L.5 100.0 1.5 28.0 26 28
116.0 108.4 1.5 35.6 26 3
121.2 117.4 9.7 45,3 30 39
136.6 126.3 10.3 55.6 36 a
146.4 136.0 10.5 66.1 a1 49
162.0 146.4 15.7 81.7 45 56
174.1 157.3 16.8 52 63
186.3 168.9 17.4 115.9 58 69

Note: The above estimates are based on the intermediate set of assumptions shown in the 1977 trustees report.
Source: Social Security Administration, Office of the Actuary, December 1977,

ESTIMATED GPERATIONS OF THE DI TRUST FUND UNDER THE PROGRAM AS MODIFIED BY PUBLIC LAW 95-216
CALENDAR YEARS 1977-87

{Dollar amounts in biilions]

Fund at Fund at

beginning of end of

year as a year as a

percentage percentage

Net increase  Fund at end of outgo of outge

Calendar year Income Outgo in fund of year during year during year
$9.6 $12.0 ~$2.4 $3.3 48 27
13.8 13.7 .2 3.5 24 25
15.7 15.3 .4 3.9 23 26
17.6 17.1 .5 4.4 23 25
21.1 19.0 2.1 6.5 23 34
23.0 20.9 2.1 8.6 31 41
24.7 22,9 1.8 10.4 38 45
26.5 25.2 1.3 11.6 41 46
32.1 21.7 4.5 16.1 42 58
4.9 30.3 4.6 20.8 53 69
37.4 33.1 4.3 25.1 63 76

Note: The above estimates are based on the intermediate set of assumptions shown in the 1977 trustees repost.
Source: Social Security Administration, Office of the Actuary, December 1977.
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ESTIMATED OPERATIONS OF THE GASI AND DI TRUST FUNDS, COMBINED, UNDER THE PROGRAM AS MODIFIED
BY PUBLIC LAW 95-216, CALENDAR YEARS 1977-87

[Dollar amounts in biflions]

Fund at Fund at
beginning of end of
year as a year as a
percentage percentage

Net increase Fund at end of outgo of outgo

Calendar year income Outgo in fund of year during year during year
1977 $82.1 $87.6 —3$5.5 $35.6 47 41
92.4 97.2 ~4.8 30.8 37 32

100.5 106.9 ~.4 30.4 29 28

119.1 117.1 2.0 32.4 26 23

137.1 127.4 9.6 42.0 25 38

150.2 138.3 11.9 53.9 30 39

161. 3 149.2 12.1 66.0 36 44

172.9 161.2 11.7 7.1 41 48

194.2 174.0 20.1 97.9 45 56

209.0 187.6 21.4 119.3 52 64

223.7 202.0 217 141.0 59 70

Note: The above estimates are based on the intermediate set of assumptions shown in the 1977 trustees report.
Source: Social Security Administration, Office of the Actuary, December 1977,

IV. ISSUES REQUIRING ADDITIONAL ATTENTION

Public Law 95-216 is intended to place the social security system
on a sound basis through the beginning of the next century. But many
questions still exist, and a host of other issues have arisen. Among the
major issues requiring additional attention by the 95th Congress or
future Congresses:

A. INDEPENDENT S0CIAL SECURITY ADMINISTRATION

Social security affects almost every American family in the United
States. More than 90 percent of all persons 65 or older are eligible for
social security. Approximately 80 percent of all men and women 21
to 64 years old are protected in the event a family breadwinner suffers
a long-term disability. And 95 percent of all mothers and dependent
children are eligible for benefits if the father in the family dies.

Every one of these individuals has a very direct and important
stake in the financial soundness of social security and the way it is
administered. They deserve effective and efficient service from social
security offices throughout the country.

On March 31, 1977, Senator Church introduced the Social Security
Administration Act, S. 1194, to assure that the social security system
continues to be administered effectively imnartially and efficiently
Representative Charles Vanik, Chairman of the Oversight Subcom-
mittee of the House Ways and Means Committee, introduced a com-
panion bill (H.R. 5900).

_The Social Security Administration Act has three principal pro-
visions:
(1) The Social Security Administration would be reestablished
as an independent, nonpelitical agency under the direction of a
three-member governing board, appointed by the President with
the advice and consent of the Senate.
(2) Notices accompanying social security or supplemental
s%ciuritiy income checks could not make reference to elected public
officials.
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(3) The transactions of the social security trust funds would be
removed from the unified budget. Social security trust funds,
though, would still be taken into account for purposes of eco-
nomic analysis, as has always been the case.

Senator Church gave this rationale for independent status:

—A separate SSA would help to reduce the Department of HEW
to more manageable proportions.

—A three-member governing board—appointed for staggered
terms—would permit continuity of operation. Senator Church
added, “This would be a safeguard against the situation which
occurred in 1973, when the Social Security Administration
operated without a Commissioner at the helm for about 7 months.
During this time, crucial decisions affecting the supplemental
security income program had to be made. I am convinced that
glélIs 82p contributed to some of the problems now confronting

—Some degree of specialization would be possible with a three-
member governing board. Members could, for example, be
specialists in a particular area, such as cash benefits or SSI.

—The rapid turnover of HEW Secretaries (12 Secretaries during
HEW'’s 24 years of existence) creates problems for the operation
of social security.

B. TReaTMENT oF WoMEN UNDER SOCIAL SECURITY

Major questions still exist about the treatment of women under
social security, whether they be homemakers or working wives.
Women complain with greater frequency that their contributions
cannot generate as much in benefits for family members as can the
contributions of men.

On November 17, 1977, Secretary of HEW Joseph Califano ap-
pointed a nine-member task force on the treatment of women under
the Social Security Act. Former Social Security Commissioner James
B. Cardwell is the chairperson of the departmental task force. The
advisory body is responsible for preparing a comprehensiv: and
objective report on the treatment 0? women under social security. A
major purpose of this study is to facilitate the Social Security Advi-
sory Council’s consideration of this subject.

Specific areas of concern for the task force include (1) treatment of
married women who do not work, (2) treatment of single workers,
(3) protection for divorced women, and (4) equity for individual
workers versus protection for families.

Public Law 95-216 directs the Secretary of HEW to conduct a
study of changes needed to guarantee that women, as well as men,
are treated equitably under social security. The study is to be com-
pleted and a report submitted to Congress within 6 months after
enactment of the 1977 Social Security Financing Amendments.

C. InrroviNGg Sociar SEcurity Cosr-orF-LiviNGg PROTECTION

Social security beneficiaries now receive an automatic cost-of-living
adjustment in July, provided the Consumer Price Index rises by at

11 §ee Senator Church statement beginning on p. §5276, Mar. 31, 1977 Congressional Record.
12 Page 85277 of Congressional Record cited in footnote 11.
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least 3 percent from the first quarter (January, February, and March)
in the preceding year to the first quarter in the present year. The
Congress can, of course, enact a general benefit increase in lieu of
the automatic cost-of-living adjustment.

In 1977, the House and Senate each took steps to strengthen the
automatic escalator provision. One measure became law, and the
other proposal was dropped in conference committee. House and
Senate conferees agreed to a House-passed provision to extend auto-
matic cost-of-living protection to special minimum beneficiaries (see
p. 8 for more discussion). However, the conferees rejected the Church-
Domenici-Clark amendment ** to provide semiannual cost-of-living
increases for social security beneficiaries during periods of rapid
inflation.

The amendment would authorize semiannual cost-of-living ad-
justments—in January and July—provided the inflationary index
increased by at least 4 percent semiannually from one benefit period
to another. The measuring period would be from February to August
to determine whether social security beneficiaries would be entitled
to a cost-of-living increase in January, and from August to February
for any possible July increase. If the Consumer Price Index would not
increase by 4 percent within a 6-month measuring period, social secu-
rity beneficiaries would eventually receive a cost-of-living adjustment
when prices rise by at least 3 percent since the last increase.

Major arguments for the adoption of the amendment include:

—Semiannual cost-of-living adjustments would allow social security
benefits to be kept more current with rising prices during periods
of accelerated inflation.

—Civil service annuitants receive two cost-of-living increases a
year.

—A once-a-year cost-of-living adjustment may te too litt'e and too
late for social security beneficiaries during periods of rapid
inflation.

—The iong range cost of the amendment would be low: 0.03 per-
cent of taxable payroll.

—No short-term cost is projected because there is no anticipated
period when the semiannual mechanism would be triggered.

Opponents contend :

—Ekie amendment should not be adopted until hearings have been

eld.

—The cost of the amendment would be greater than projected if
our Nation experienced a sustained period of inflation.

D. ALTERNATIVE FINANCING ARRANGEMENTS

The Social Security Financing Amendments of 1977 raise payroll
taxes by $227 billion from 1979 to 1987. Payroll taxes are projected
to increase by 216 percent for workers with maximum covered earn-
ings between 1977 ($965.25) to 1987 ($3,045.90). Compared with
the tax rate and maximum wage base scheduled under prior law for
1987, Public Law 95-216 increases payroll taxes for a worker with

13 Forty-four Senators sponsored the Church-Domenici-Clark amendment. Other sponsors include
Senators Williams, Pell, Stafford, Humphrey, Abourezk, Hatfield, Riegel, Randolph, Stone, McIntyre,
Eastland, Mc Govern, Metcalf, Melcher, Bumpers, Leahy, Cannon, Anderson, Brogke, Thurmond, Bayh,
Hart, Kennedy, Magnuson, Weicker, Sarbanes, DeConcini, Heinz, Chiles, Case, Jackson, Haskell, Durkin,
Javits, Hollings, Percy, Ford, Metzenbaum, Biden, Burdick, and Hathaway.
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maximum covered earnings by 51 percent. Precise figures are not
available at this time, but only a small proportion of all workers are
expected to earn $42,600 or more a year in 1987.

CURRENT AND PROPOSED SOCIAL SECURITY TAXES COMPARED

Current law Conference bill

Tax rate Maximum Tax rate Minimum
Year (percent) Wage base tax (percent) Wage base tax
5.85 $16, 500 $965. 25 5.85 $16, 500 1965. 25
6.05 17,700 1,070.85 6.05 17,700 1, 070. 85
6.05 18, 900 1,143.45 6.13 22,900 1,403.77
6.05 20, 400 1,234.20 6.13 25,900 1,587.67
6.30 21,900 1,379.70 6.65 29,700 1,975.05
6.30 23,400 1,474.20 6.70 31, 800 2,130. 60
6.30 24,900 1,568.70 6.70 33,900 2,271.30
6.30 1,663. 20 6.70 36, 2,412.00
6.30 27,900 1,757.70 7.05 38, 100 2, 686.05
6.45 29,400 1, 896. 30 7.15 40,200 2,874.30
6.45 31,200 2,012. 40 7.15 42,600 3,045.90

Note:_Under current law, the tax rate through 1987 and the wage base through 1978 are set by statute; the wage base
after 1978 is estimated under an automatic escalator provision. Under the conference bill, the tax rate through 1987 and
the wage base through 1981 would be set by statute; the wage base after 1981 is estimated.

Source: Wall Street Journal, Dec. 17, 1977, p. 3.

In 1982, a worker with maximum covered earnings (projected at
$31,800) would pay $2,130.60 in social security taxes, compared with
$1,474.20 projected for a worker with maximum earnings under prior
law. Less than 6 percent of all covered workers are expected to be
earning $31,800 or more in 1982. Persons with higher earnings will
also receive improved retirement, disability, and survivor protection
for themselves and their families.

For lower and moderate-income wage earners, the payroll tax bite
is less severe. The following table provides illustrations:

1977 1982 1987
Prior 1977 Prior 1977 Prior 1977
Wage earner faw amendments faw amendments law  amendments
$10,000.. $585. 00 $585.00 $630 $670 $645. 00 $715. 00
$15,000.. 877.50 877.50 945 1,005 967. 50 1,072.50

For the $10,000 wage earner, payroll taxes in 1987 will be $70 higher
under Public Law 95-216 than under prior law, and $130 above the
1977 level (or a little more than $2.50 per week). A $15,000 wage earner
will pay $105 more in 1987 under the social security financing amend-
ments than under prior law, and $195 above the 1977 level.

Growing resistance to rising social security taxes is clearly evident
from many quarters: Employers, employees, and others. Increasingly,
legislators and opinion leaders are suggesting alternative financing
methods. Tom Wicker, of the New York Times, proposed that general
revenues should finance 25 to 45 percent of the social security program,
giving this rationale:

Most of the planners of the American social security orig-
inally envisioned, when doing their work in the 1930’s, that
sometime in the 1960’s it would become necessary to put gen-
eral fund revenues into the system. What’s more, the Federal
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Government has been matching all medical insurance contri-
butions, to the medicare system since 1965. Where’s the dif-
ference in principle? Yet, Congress remains wedded to the
myth that te support social security with general revenues
would convert it to ‘“welfare.” 1*

Other suggestions have also surfaced, including:

—Use general revenues to finance a portion or all of the medicare
hospital insurance program and then reduce the cash benefits
contribution rate by the amount of the reduction in the tax rate
for hospital insurance.

—Bring all Government employees under social security.

—Draw upon the excise tax for cigarettes and alcoholic beverages
to finance a portion of medicare or other designated health care
program for the aged and disabled.

Legislative efforts to hold down or roll back the 1977 social security
tax increases gained powerful momentum in the early months of 1978.
In February, the House Ways and Means Committee came within
one vote (rejected 19 to 18) of recommending a $3.6 billion payroll
tax reduction and making an offsetting cutback in the income tax
reduction proposed by President Carter. The close vote came on the
Ways and Means Committee’s recommendations to the Budget
Committee setting forth revenue and spending targets for fiscal year
1979 (October 1, 1978 to September 30, 1979).

Members of Congress also introduced several bills to provide general
revenue financing for portions of the social security system. One ex-
ample is H.R. 10668—introduced by Representative James Burke,
chairman of the Ways and Means Subcommittee on Social Security.
H.R. 10668 would (1) reduce the social security tax rate for employers
and employees (each) from 6.13 percent to 3.90 percent in 1979;
(b) increase the taxable wage base to $100,000 in 1979; and (3) provide
a one-third contribution from general revenues for the social security
system. Representative Burke set a goal of 250 cosponsors for his
bill. He said in a letter to House and Senate members:

Social security has enjoyed long-standing public acceptance
and support. It is a vital arm of our national policy of income
security and dignity for the retired and disabled. Unfor-
tunately, we jeopardize the future acceptance and viability
of this great social experiment by exacting too high a cost for
its financing. Already the working public is increasingly
alarmed by present social security tax rates. This displeas-
ure will build tremendously in the decade ahead when the
social security tax, even now the largest tax for over 50
percent of America’s households, increases dramatically.

Senator Nelson introduced the Social Security Refinancing Act
(S. 2503) on February 6. S. 2503 would remove the disability in-
surance and hospital msurance programs from the payroll tax and
substitute general revenue financing for these programs. The Nelson
proposal would reduce the social security tax rate from 6.13 percent
I 1979 to 4.3 percent. The rate would rise to 4.4 percent in 1980
and remain at that level until 2005, when it would increase to 4.6
percent.

W New York Times, Dec. 13, 1977, p. 43.

23-577 O - 78 - 4
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SOCIAL SECURITY TAX RATES AND WAGE BASE UNDER PRESENT LAW AND THIS PROPOSAL

Employee/employer tax rate Self-employed tax rate Wage base
Present This Present This .
lawt proposal 2 law ! proposal 2 Present This
Year (percent) (percent) (percent) (percent) aw proposal

6.05 6.05 81 ... $17,700 Q]
6.13 4.3 8.1 6.45 22,900 Q]
6.13 4.3 8.1 6.45 25, 900 ®
6.65 4.4 9.3 6.6 29,700 @)
6.70 4.4 9.35 6.6 , 800 Q]
6.70 4.4 9.35 6.6 33,900 ®)
6.70 4.4 9.35 6.6 36, 000 Q]
7.05 4.4 9.90 6.6 38, 100 [Q]
7.15 4.4 10.00 6.6 40, 200 Q]
7.15 4.4 10.00 6.6 42,000 ®)
7.65 4.4 10.75 6.6 ® ®)
7.65 4.4 10.75 6.6 (&
7.65 4.6 10.75 6.9 @
7.65 5.4 10.75 8.1 [Q]
7.65 6.8 10.75 10.2 (3;
7.65 6.8 10.75 10.2 [Q
7.65 6.8 10.75 10.2 ®)
7.65 6.8 10.75 10.2 (O]

1 Tax rate supports OASI, DI, and HI trust funds.

2 Tax rate supports OASI trust fund only.

3 Same as present law.

¢ Wage base increases in response to increase in average wage levels.

EMPLOYER/EMPLOYEE SOCIAL SECURITY TAX LIABILITY UNDER PRIOR LAW, CURRENT LAW,
AND THIS PROPOSAL

1979 1982 1985 1987
Cur-  This Cur-  This Cur-  This Cur- This

Prior rent pro- Prior rent pro- Prior rent pro- Prior rent pro-
law law posal law law posal law law posal law law  posal

Average earnings:
$605 $613 §433 $630 $670 $440 §630 §705 §440  $645 $715  $440
20 650 945 1,005 660 945 1,058 660 968 1,073 660
866 1,260 1,340 880 1,260 1,410 880 1,290 1,430 880
992 1,474 1,675 1,100 1,575 1,763 1,100 1,613 1,788 1, 100
992 1,474 2,010 1,320 1,758 2,115 1,320 1,935 2,145 1,320
992 1,474 2,131 1,399 1,758 2,686 1,676 2,012 2,850 1,760

Senator Domenici introduced legislation on March 14, S. 2741,
which would allow a refundable tax credit to offset future social
security tax increases. Senator Domenici stated:

This approach is simple, direct, and easy to administer.
Tt is not an economic ‘‘shell game” which seeks to re-
distribute income. It does not require a new or enlarged
bureaucracy to administer and it will give direct relief to the
people who pay the increased tax burden. Individuals who
earn less than $17,700 (the wage base for social security in
1977) will receive a dollar-for-dollar credit for all increases in
the social security tax rate above 5.85 percent. Thus a credit
of 0.20 percent would be allowed in tax year 1978,0.28 percent
in 1980, 1.20 percent in 1985, and 1.80 percent in 1990 for in-
dividual employees and employers. Self-employed individ-
uals would receive relief as their tax rises above 7.90 percent.
Individuals whose earnings exceed the social security wage
base will receive relief from increases in the tax rate but it
will fall somewhat short of dollar-for-dollar relief because of
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the rise in the wage base. Although the relief for individuals
in this category will be somewhat less than total—it will
still be much more complete than the administration’s
approach.

My proposal will benefit the economy and individual
taxpayers in three important ways. First, it is a refundable
credit, thus it will offer relief to persons with little or no tax
liability. Second, it provides relief for the hard pressed self-
employed. Third, it provides relief for employers who might
otherwise reduce the number of their employees in an effort
to cut personnel costs. The tax burden on all businesses, and
small businesses in particular, have reached to a point where
employment levels and the future health of an important
sector of our economy is being threatened.

According to Dr. Arthur Okum of the Brookings Institute:
“This tax credit will reduce the regressive tax on employees
and the inflationary impact on employers due to the recent
social security tax increase, thus making a better tax system.”

V. COURT DECISIONS AFFECTING SOCIAL SECURITY

As has been seen, 1977 produced major initiatives and actions by
the executive branch and the Congress affecting social security financ-
ing and benefit levels. Federal courts also issued some potentially
far-reaching decisions, especially affecting the treatment of men and
women under social security. Among the key holdings:

A. SuprorRT REQUIREMENT FOR WIDOWERS AND WIDOWS

On March 2, 1977, the Supreme Court (Califano v. Goldfarb, 430
U.S. 199) declared unconstitutional the requirement that a widower
must receive one-half of his support from his wife at the time of her
death in order to become entitled to benefits on the earnings record of
his spouse. A widow, on the other hand, is presumed to be dependent
upon her husband. On March 21, 1977, the Supreme Court (Califano v.
Silbowitz, Califano v. Jablon, Califano v. Abboit, 430 U.S. 924) declared
unconstitutional a similar provision pertaining to husbands.

B. Age-62 CompuTaTioN PointT FOrR MEN

On March 21, 1977, the Supreme Court (Califano v. Webster, 97 S.
Ct. 1192) reversed a decision of the District Court for the Eastern
Disirict of New York., The distaict wuit had held that the formula
used to compute male wage earners’ benefits prior to 1975 violated the
equal protection clause of the Constitution. Prior to the 1972 Social
Security Amendments, retirement benefits for men were figured
differently than for women. For retired male workers, benefits were
generally computed on the basis of earnings averaged over a number
of years equal to the number elapsing after 1950 and before age 65.
But benefits for women workers were based on the number of years
up to age 62. This, in effect, gave them three additional low-earning
dropout years. The 1972 Social Security Amendments provided for an
age 62 computation point for men to be fully effective in January
1975 by reducing the age for men to 64 in 1973, to 63 in 1974, and to
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62 in 1975. The Supreme Court held that gender-based distinctions
prior to 1975 are constitutional if they are related to governmental
objectives to correct the disparity in the economic conditions between
men and women.

C. JupiciaL REVIEW AND ADMINISTRATIVE FINALITY

On February 23, 1977, the Supreme Court (Califano v. Sanders, 97
S. Ct. 980) held that the Administrative Procedures Act does not confer
jurisdiction on the district court to review final actions of the Secretary
of Health, Education, and Welfare. The Administrative Procedures
Act generally provides for judicial review of actions of Federal agen-
cies. The Supreme Court held that judicial review of the Secretary’s
f(in)f;] actions are conferred solely by the Social Security Act (sec. 205

2)).

D. Hearineg DELAYS

On July 18, 1977, the Court of Appeals for the Second Circuit
(Califano v. White, 559 F. 2d 852) affirmed the decision of the District
Court for the District of Connecticut, ordering the Social Security
Administration to hold a disability hearing and 1ssue a decision in the
State of Connecticut in 180 days by July 1, 1977; 150 days by Decem-
ber 31, 1977; and 120 days by July 1, 1978. The Social Security
Administration must begin payments to a claimant if these time limits
are exceeded. These payments are overpayments if the claimant is
found ineligible after a hearing.

E. Divorcep HusBanps’® BENEFITS

In June 1977, the District Court for the Northern District of
California (Oliver v. Mathews, C. 76-2397-WHO), declared uncon-
stitutional the provision in the Social Security Act authorizing benefits
for qualifying divorced wives of insured male workers, but not for
similarly situated divorced husbands of insured female workers. The
Department of HEW is not appealing the holding, and SSA is
implementing the decision.

FINDINGS AND RECOMMENDATIONS

More than 33 million social security beneficiaries received a
5.9-percent cost-of-living increase in July 1977. This adjustment
raised average monthly benefits from $221 to $234 for retired
workers, from $377 to $400 for aged couples, and from $210 to
$223 for elderly widows. The minimum monthly benefit for a
retired worker 65 years or older increased from $107.90 to $114.30.
The maximum benefit for a male worker retiring in 1977 at age 65
rose from $412.70 to $437.10.
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Social security is the economic backbone for the vast majority
of older Americans. It accounts for more than half the income
for 7 out of 10 individual beneficiaries and 1 out of 2 elderly
couple beneficiaries.

In addition, social security keeps 10 million persons out of
poverty, including 7 million older Americans. Without these
benefits, millions of elderly individuals would be forced onto the
welfare rolls. Others would be required to depend upon rela-
tives—many of whom would be financially hard pressed to pro-
vide economic assistance. Without social security, the overwhelm-
ing proportion of older Americans could not hope to achieve even
a moderate standard of living.

These facts underscore the importance of social security for
practically every American family—as well as the need to assure
that it is financially sound and effectively administered.

The committee recommends that the following actions should
be taken to strengthen social security :

—The existing Social Security Administration should be
reconstituted as an independent, nonpolitical agency under
the direction of a three-member governing board.*

—There should be an outright ban on the mailing of political
notices—or anything resembling political announcements—
with social security checks.

—Social security beneficiaries should be entitled to semiannual
cost-of-living adjustments during periods of rapid inflation.*

—Alternative financing arrangements should be considered by
appropriate congressional units to ease the steep social
security tax hikes scheduled in the 1980’s for employees, em-
ployers, and self-employed persons.

Corrective action should also be taken to assure that social

security cost-of-living increases will not cause a reduction in
benefits for veterans pensions and other Federal benefit programs.

*Members of the Senate Committee on Aging had a
divided opinion on these two recommendations. Senators
Church, Glenn, DeConcini, Melcher, and Brooke favored
printing them in this report. Senator Muskie also ap-
proved, but submitted additional views (see page 25).
Senators Domenici, Chiles and Percy favored complete
deletion of these two recommendations.



CHAPTER II

MANDATORY RETIREMENT, INCOME, AND
EMPLOYMENT

Mandatory retirement became the target in 1977 of determined
efforts to end the practice once and for all or to take long steps toward
that goal.

The House of Representatives took early and decisive action in
September by passing legislation to raise the age limit in the 10-
year-old Age Discrimination m Employment Act (ADEA) from
65 to 70 while, at the same time, ending retirement at fixed ages in
the Federal service.

Soon after, the Senate took similar action on the ADEA age limit,
but added two exemptions to which the House objected strenuously.
The Senate bill did not deal, either, with forced Federal retirement.

Unable to resolve differences, House and Senate conferees con-
tinued their discussions in 1978 and agreed on a compromise plan
declared by its supporters to be landmark legislation certain to
change lifetime work patterns in the United States.

Congressional action was accompanied elsewhere in the Nation by
other assaults on mandatory retirement, including legislation in
California and Maine, a referendum in Los Angeles, and an executive
order in Seattle.!

These breakthroughs occurred as the Congress and the adminis-
tration took actions in other areas related to income and employment,
including:

__A social security financing package to bring the cash benefits

program into actuarial balance. (See chapter I for details.)

—A welfare reform package with important implications for
SIﬁpplemental security income recipients. (See section III of this
chapter.)

—A rlr)mre than doubling of the funding for the title IX senior
community service employment program.

— Abolition of the social security earnings limitation (also called the
retirement test) for persons 70 or older (reduced from age 72),
effective in 1982.

Some of these actions have already had an impact on the lives of

aged and aging Americans, particularly the increased funding for
senior community service employment.

1 The Maine Legisiature, in enacting L.D. 1634, “ An Act to Prohibit the Practice of a8 Mandatory Retire-
ment Age,” abolished mandatory retirement by July 1, 1978, for all State, local, and municipal employees,
including public safety officers and staff at the University of Maine. It also commissions the State planning
office and the Maine Committee on Aging to conduct a study for report in 1979 to the next legislature with

Brown signed bills in October 1977 which abolish mandatory retirement for most employees in the public
and private sectors. The Seattle and Los Angeles actions apply to muncipal employees.

(20
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But the future effect may be much greater, particularly the rami-
fications from a new ceiling on mandatory retirement which matches
the new age for the social security retirement test.

I. RETIREMENT AS A CHOICE, NOT AS A “MUST”

‘“Unrealistic employment or retirement policies create
unnecessary problems for the individual, the family, and
the community. For the individual, such policies set him
as apart from the rest of society and classify him as a
nonproductive member. They deny him the satisfaction
of full participation in community life and may prevent
him from being financially independent. Arbitrary re-
tirement policies, coupled with the denial of work op-
portunity, may also seriously threaten the health of
the individual concerned.”

—American Medical Association, 1977.2

. employers are looking at age instead of the
g
person.”’

113

—PFrom resolution adopted by Mountain
Plains Congress of Senior Organizations,
Denver, Colo., August 1977.

A report ? prepared for the Senate Committee on Aging in 1977 gave
the following reasons for the growing challenge to mandatory retire-
ment:

—A longer average life expectancy.

—Improved health and health-care techniques.

—The desire to maintain previous gains in the standard of living.

—Growing recognition of the detrimental effects of enforced idleness.

—The concept of age as a civil right.

—Inflation as more than a transitory phenomenon.*

Focus on ADEA: As enacted in 1967, the Age Discrimination in
Employment Act extended its protection “to individuals who are at
least 40 years of age but less than 65 years of age.”

This upper limit became the focal point for corrective action during
1977 in both Houses of the Congress.

Senator Pete Domenici, for example, gave these arguments when
introducing a bill (S. 4815) on January 28, 1977:

By specifically exempting from the protection of the act
those workers who are 65, Congress appears to sanction dis-

sriminatinn amainct tha aldar wanlar MTha ant annaere 44 ho
cr 00 CUQCT
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saying that, while one may not discriminate against workers
who are between 40 and 65, one may quite properly, with the

2 In letter from James H. Sammons, M.D., executive vice president, A.M.A., to Carl D. Perkins, chair-
man, House Committee on Education and Labor, August 22, 1977,

3 The Next Steps in Combatting Age Discrimination in Employment: With Special Reference to Mandatory
Retirement Policy, August 1977, by Marc Rosenblum. This working paper includes: a discussion of the
ADEA'’s effectiveness, including summaries of related court decisions; pros and cons of ending mandatory
retirement; and suggestions for legislative actions. Another useful surnmeary of issues related to mandatory
retirement is * Mandatory Retirement,” by Sharon House, Congressional Research Service, Library of
Congress, revised May 5, 1977.

4 Page 14, report cited in footnote 3. The relationship of retirement practices to job openings for middle-
aged and older workers received special attention in the report, which said at one point: “It is one thing to
ban age discrimination in employment. It is another to broaden work opportunities for older men and women
in order to reduce pressure for them ““to make way for younger workers.”’ (See next section of this chapter
for additional discussion of older worker problems and advances.)

5 8. 481 provided for the complete elimination of the 65-year limitation.
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full permission of the Congress, discriminate against those
workers who have passed their 65th birthday.

The present law is capricious, arbitrary, and often misused.
We should not be willing to sacrifice the older worker on the
altar of high unemployment. If we are to expand job op-
portunities for our growing labor force, let us use more humane
and rational economic means rather than allowing some em-
ployers the legal right to terminate an older worker solely
on the basis of age.’

Senator Domenici said that compulsory retirement ‘“‘hits especially
hard on some women who do not start work until after the children
are grown or after being widowed or divorced.”

Senator Frank Church, a cosponsor of S. 481, said that the upper
age limit in ADEA “may ironically have the effect of reinforcing dis-
crimination against persons 65 years and over.” He added:

Older Americans have told the Committee on Aging time
and time again 7 that inactivity is their greatest enemy. Many
want to continue working to remain active. Others need to
work because inflation robs their pocketbooks daily.®

Senator Harrison A. Williams, chairman of the Senate Committee
on Human Resources, also focussed on ADEA when he introduced
amendments ° to the Age Discrimination in Employment Act of 1967:

Their enactment will complete the statutory framework
of insuring that older citizens who desire work will not be
denied employment opportunities solely on the basis of age.!?

The House effort: Representative Claude Pepper, chairman of the

House Select Committee on Aging, opened a committee hearing on
“Retirement Age Policies’” on March 16, 1977, by describing the

question of mandatory retirement as one of the most serious problems
facing the elderly of this Nation today:

This issue is filled with dilemmas and ironies. On the one
hand, Congress sets individual competence—not sex, age,
race, or age—as the test of employability. On the other hand,
Congress refuses to protect those over 65 from age discrimina-
tion. Yet, ironically, Members of Congress insist that they
be judged by performance, not age; consequently, this 76-
year-old chairman of the House Committee on Aging was
reelected to Congress by many persons who themselves face
forced retirement at 65 years of age.

The House committee hearings ' helped make the case for approval

¢ Page S. 1573, Congressional Record, Jan. 28, 1977. .

7 Their personal observations were supported by expert opinion. Cardiologist Paul Dudley White tpld
the committee in 1966 that continuing work opportunities would ‘‘take care of at least half of all the diffi-
culties of old age . . . and these include medical, psychological, social, and economic problems.” (P. 83,
hearing on *“ Detection and Prevention of Chronic Disease”, Sept. 21, 1966). Dr. Edward L. Bortz of Lan-
kenau Hospital, Philadelphia, told of studies of 300 cases at that hospital which demonstrated physical
problems accompanying withdrawal from action. He added: *When 4 man retires from life, life retires from
him.” (P. 116, hearing on * Retirement and the Individual,” June 7, 1967).

8 Page S. 1573, Congressional Record, Jan. 28, 1977. .

9'S. 1784, introduced on June 28, 1977, by Senator Williams, would have raised the age limit for ADEA to
70 in three stages and would have authorized a study of the effects of complete removal of the limit.

10 Page S. 11108, Congressional Record, June 29, 1977. X _

11 “ Retirement Age Policies’” on Mar. 16 and 17 in Washington, D.C., “Active Americans over 65 Speak
on Retirement Age Policies,” May 25, 1977, Washington, D.C.; “ Retirement Age Policies in Massachusetts,
May 6 in Brookline and Waltham, Mass.; ‘“ Active Americans Over 65: A Case Against Mandatory Retire-
ment,” July 11, 1977, New York City; * Alternatives to Retirement,” May 10 and 11, June 15, J uly 14 and
25, 1977, in Washington, D.C.; and ““ Retirement Age Policies and Housing for the Elderly in Cleveland,
Ohio,” Aug. 8, 9, and 10, 1977.
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of H.R. 5383, incorporating features of several bills, by the Employ-
ment Opportunities Subcommittee of the House Education and Labor
Committee on June 29, 1977, and for approval by the full committee
on July 25, 1977.

As passed by the House ' on September 23 by a vote of 359 to 4,
H.R. 5383, included the following provisions:

The upper age limit of the act would be increased from 65
to 70 years (180 days after enactment).

The Secretary of Labor would be directed to conduct a
study to determine the feasibility of eliminating the upper
age limit of the ADEA entirely.

The age-70 limitation now applicable to Federal employ-
ees would be removed.

Involuntary retirement because of age would be prohibited
under a seniority system or employee benefit plan. However,
any employee 65 or older but less than 70 years old could be
mandatorily retired under a collectively bargained agreement
until 2 years after the date of enactment or until the expira-
tion of the existing collectively bargained agreement, which-
ever occurs first. The purpose of this postponement is to
avoid any administrative disruption in changing existing con-
tracts between management and labor.

The $5 million authorized funding ceiling for the ADEA
would be removed.

The Senate version of the Age Discrimination in Employment
legislation, as passed on October 19, differed from the House bill in
the following major respects:

Effective date: It would raise the upper age limit of the Age Dis-
crimination in Employment Act to 70, effective January 1, 1979
(compared with 180 days after enactment in the House bill).

Exemptions: It would permit highly compensated employees
(entitled to annual retirement benefits, exclusive of social security,
of $20,000 or more) and college faculty members with unlimited
tenure to be mandatorily retired at age 65 (no comparable provision
in the House bill).

Federal employees: 1t did not include the House provision to abolish
mandatory retirement completely for about 95 percent of all Federal
employees.

fl‘%uthorized Sfunding: It retained the $5 million authorized funding
ceiling.

Tolgh'ﬂg statute of Iimatatione: Tt wonld nrovide for tolling the stotute
of limitations (for up to 2 years) while the Department of Labor is
engaging in conciliation activities under the ADEA (no comparable
House provision).

House and Senate conferees reached final agreement on H.R. 5383
on March 2, 1978. Among the key features in the conference agreement:

12 Discussinn of the legislation on pp. H 9967 to H 9985 in the Congressional Record of that date includes
the following material submitted by Representative Pepper: A joint statement by 19 national organiza-
tions in support of H.R. 5383, a position statement by the Federal Council on the Aging, and statements
by the National Organization for Women and the National Caucus on the Black Aged expressing opposi-
tion to mandatory retirement.



24

—Mandatory retirement before age 70 would be prohibited (effec-
tive January 1, 1979) for covered workers in private employment
and State and local government employees.

—College and university faculty members with unlimited terure
can be mandatorily retired at age 65 until July 1, 1982, when the
mandatory retirement age increases to 70 for them.

—Highly paid employees with retirement benefits of $27.000 a
year or more (exclusive of social security) can be mandatorily
retired at age 65.

—Mandatory retirement would be abolished for most Federal
employees, effective September 30, 1978.

—The $5 million funding ceiling for the ADEA would be removed.

—The statute of limitations would be tolled for up to 1 year while
the Department of Labor is engaged in conciliation activities
under the ADEA.

FuTurRE CONSIDERATIONS

President Carter signed H.R. 5383 into law (Public Law 94-256)
on April 6, 1978.

Senator Church, at a speech in Minneapolis on February 3, 1978,
said that he was glad that the ADEA legislation had apparently geined
“irresistible momentum.” And he asked: .

But after it becomes law, what else must change?

How can we help provide part-time work to those who
don’t want retirement all at once?

How can we rearrange educational opportunities so that
they extend throughout the lifetime and provide two or
three careers?

How can we help fight the thoughtless assumption, still
deeply ingrained, that a person should be put “out to pasture”
because a certain age has been reached, whether it be 65 or 70?

I am fully aware that not every older American wants to
Worllz beyond age 65 or to be an active volunteer in community
work.

Older persons should, however, have the latitude and free-
dom of choice that younger persons have. As long as they can
perform, they should not be denied the opportunity, solely
because of age.

Senate Committee on Aging members, at a meeting on February 24,
1978, set “Retirement Policy in the United States,”” as a priority for
committee study.

II. INCOME: THE ECONOMIC TREADMILL

Older Americans suffered through what might be called an “eco-
nomic stalemate” in many respects in 1977. Some gains, to be sure,
were recorded—although most were modest. But on the negative side,
1977 also produced retrogression in certain key areas.

Bureau of the Census figures released during the year confirmed
earlier Committee on Aging findings that middle-aged and older
Americans did not share, in many respects, to the same extent as other
age groups in our Nation’s recovery from the 1974-75 recession.
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Nearly 900,000 persons under 65 years of age escaped from poverty
between 1975 and 1976. Of this total, 774,000 were under 45 years old.
In sharp contrast, only 128,000 individuals 45 or older left the poverty
ranks. Among persons in the 65-plus age group, there was virtually
no change at all. In 1975, 3,317,000 older Americans lived in poverty,
compared with 3,313,000 in 1976.

PERSONS WITH INCOMES BELOW THE POVERTY LEVEL OR 125 PERCENT OF THE POVERTY LEVEL

[Numbers in thousands)]

1975 1976
All ages:
Totalo oo e 210, 864 212,303
Poverty. . .. .. 25, 877 24 975
Percent below poverty level _ 12.3 11.8
Nearpoor.________.____..___ 37,182 35,509
Percent below near poverty level__________ 17.6 16.7
Under 65 years old:

] . 189, 202 190, 203
POVBRY e e 22, 560 21, 662
Percent below poverty level_ 1.9 11.4
Nearpoor_._. . __________ 31,687 29, 988
Percent below near poverty level...._________._____ - T_TTTTTTTTTTTT 16.7 15.8

65 years or older:
Total_.._ 21, 662 22, 100
3,317 3,313
15.3 15.0
5,495 5, 521
25.4 25.0

Source: Bureau of the Census.

Nearly one out of every seven persons 65 or older is poor under the
Census Bureau’s 1976 definition of poverty. And one out of four older
Americans would either be poor or marginally poor.

On a weighted basis, the poverty threshold is $2,720 for an aged
individual, or about $52 a week. The poverty line for a couple with
an aged head is $3,417, or almost $66 per week.

WEIGHTED AVERAGE THRESHOLDS—POVERTY CUTOFFS IN 1976, BY SIZE OF FAMILY AND SEX OF HEAD BY FARM-
NONFARM RESIDENCE :

Nonfarm Farm
Female Fem:le
Size of family unit Total Total  Male head head Total Male head head
1 person 65 years and
[117:] S, $2,720 $2,730 $2,758 $2,722 32,322 $2,34 $2,313
2 persons head 65 years
andover___..________ 3,417 3,445 3,447 3,428 2,928 2,928 2,922

Source: Bureau of the Census,

Earlier committee reports have emphasized that the low-income
elderly are concentrated smong women, single persons, and members
of minorities.”® These groups showed little, if any, improvement in
1977.

13 For example, see chapter I1I of  Developments in Aging: 1975 and January-May 1976.”
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Another benchmark of income adequacy are the Department of
Labor budgets for a retired couple in an urban area. In August 1977,
the Department of Labor updated three hypothetical annual budgets
(lower, intermediate, and higher) for retired couples to reflect changes
in prices between autumn (September, October, and November)
1975 and autumn 1976.

The estimated 1976 U.S. average annual cost of the lower budget
for an urban retired couple, excluding personal income taxes, amounted
to $4,695. The budget costs amounted to $6,738 for the intermediate
level and $10,048 for the higher level.

SUMMARY OF ANNUAL BUDGETS FOR A RETIRED COUPLE AT 3 LEVELS OF LIVING, URBAN UNITED STATES, AUTUMN
1976

’ Lower Intermediate Higher

Component budget budget budget

Total budget 1 .. o ceiiceee $4, 695 $6,738 $10, 048

Total family consumption . _ . __ .. e 4,493 6,333 9,281
Food. . ... 1,443 1,914 2,402

' . - - - 1,613 2,334 , 653
Transportation - - — [ 1,161
Clothing. - .. ... - - 206 347 535
Personalcare. ... _oco-_ - 138 202 296
Medical care (preliminary estimate) 571 574 579
Other family consumption____ oo e oo eccmeee 200 332 657
Otheritems . .« oo oo e e mmmm e e o 202 405 767

1 Beginning with the autumn 1973 updating of the budgets for a retired couple, the total budget is defined as the sum of
*'total family consumption'’ and *‘other items.” Income taxes are not included in the total budget

Note: Because of rounding, sums of individual items may not equal totals.

The Department of Labor does not compute budgets for single
persons 65 or older. However, a revised equivalent scale—based
upon 28 percent of the total family consumption for an urban family
with four members—would place the estimated consumption at $2,285
for the lower level, $3,464 for the intermediate level, and $4,773
for the higher level.

Census Bureau figures reveal that many older Americans have
less income—and in some cases substantially less—than the inter-
mediate budget, or what might be termed a moderate standard
of living. About one out of three (35.7 percent) families with an aged
head had income below the intermediate budgetary level in autumn
1976. More than 2.9 million elderly families had annual incomes
below $6,738. About one out of two aged single persons had incomes
below the projected intermediate consumption level for individuals
65 years or older. Almost 3.5 million older Americans living alone or
with nonrelatives had income below $3,464 a year, including 1.7
million with income under $2,500.

1977 census data reveal that older Americans continue to live on
substantially less income than other age groups. The median annual
income for a family with an aged head amounted to $8,721 in 1976, or
58 percent of the median income level of $14,958 for all age groups.
Elderly single persons had a medium income of $3,495, compared
with $5,375 for all age groups.
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AGE OF HEAD—FAMILIES AND UNRELATED INDIVIDUALS BY TOTAL MONEY INCOME IN 1976
[Numbers in thousands, families and unrelated individuals as of March 1977]

Age of head (years)
14to 24
. _— 65 and
Total money income Total Total 181024 25t034 35t044 45t054 55t064 over
FAMILIES
Total_ . ... 56,710 3,964 3,932 13,180 11,221 11,170 9,035 8,141
Under $2, 000 1,106 205 182 286 1 162 166 103
2, 000 to $2, 999 , 08 184 182 232 139 126 146 258
3, 000 to $3, 999 1,741 249 246 310 205 177 253 547
4, 000 to $4, 999 1, 909 194 191 358 247 182 255 672
S, 000 to $5, 999 2,220 234 234 3716 273 238 2 804
6, 000 to $6, 999__ 2,216 270 270 366 335 232 326 687
7, 000 to $7,999. ... . 2,194 259 259 465 308 275 284 604
3, 000 to $8,999_ . ___... 2,333 283 281 541 351 280 329 550
39 000t0$9,999 ________.._ 2,161 236 236 538 320 298 324 444
10, 000 to $10, 999 2,355 240 240 597 402 358 367 392
11,000 to §11,999._ 2,228 209 209 610 3 337 2 0
12,000 to $12, 999__ , 349 207 207 709 3715 3 330
13, 000 to $13, 999_ 2,317 189 665 471 392 311 289
14, 000 to $14, 999 2,232 176 176 681 6 370 318 242
15, 000 to $15, 999 2,513 178 178 728 516 4 412 211
16, 000 to $16, 999 2,138 140 140 618 437 368 6 189
17,000 to $17,999 . 130 130 619 541 465 323 188
18, 000 to $19, 999 3,907 149 149 1,146 899 858 5 212
20, 000 to $24, 999 7,32 174 174 1,814 1,848 1,818 1,253 419
25 000 to $49, 999 9,013 51 51 1,449 2,247 2,999 1,754 513
0, 000 and over. 1,09 5 5 286 63 87
Median income (dollars). . . __ 14,958 9,439 9,505 14,790 17,388 19,037 16,118 8,721
Standard error (dollars)._ 54 137 137 87 101 128 127 85
Mean income (dollars).._____ 16,870 10,150 10,217 15,531 19,018 21,119 18,567 11,635
Standard error (dollars). . 54 103 103 84 125 134 154 118
HEAD YEAR-ROUND
FULL-TIME WORKER
Percent of total excluding
Armed Forces_______. - 59.7 48,7 49, 0 70.4 75,0 73.2 59.5 8.8
Median income (dolfars)_ 18,450 12,759 12,776 16,767 19,266 21,234 19,689 16, 388
Standard error (dollar: 58 175 175 98 126 131 206 355
Mean income (dollars)...____ 20,679 13, 135 13,153 17,817 21,447 23,750 22,240 20,337
Standard error (dollars).__ 71 145 99 147 155 206 667
UNRELATED INDIVIDUALS
Total o oooooo___ 21,459 3,749, 3,605 3,979 1,589 2,034 3,080 1,027
Under $1,000___.._._______. 1,181 485 378 145 87 156 176 132
1,000t081,499 ____________ 582 163 150 48 25 72 78 196
1,500t0$1,999_____..______ 904 183 176 63 39 64 146 408
2,0001t0 $2,499____________. 1Lm 207 203 98 54 115 244 992
2,500%0$2,999.____._.____ 1,454 163 160 96 33 70 209 883
3,000%0$3,499____________ 1,528 192 192 117 43 63 202 9ll
3,500t0$3,999_. __________ 1,033 151 151 104 46 40 137 555
4,000 to $4,999___ 1,753 8 325 171 88 109 235 824
5,000 to $5,999.__ 1,555 315 313 219 82 151 219 569
6,000 to $6,999_ . - _ 1,332 352 349 254 82 104 166 375
7'000 ¢ €7/000° 11717 247 247 2R7 a JRK] 188 2713
8,000 to §8; 999 1,048 247 246 281 66 119 1 190
9,000 to $9,999 203 203 286 61 100 137 126
10,000 to $11,999. 1,599 212 272 576 149 182 240 180
12,000 to $14,999 1,509 150 150 §61 189 204 230 175
15,000 to $19,999. 1,285 73 73 446 240 210 175 140
,000 to $24,999. - 5 8 8 154 100 86 73 38
25,000 and over_..._______. 435 8 8 93 115 76 84 60
Median income (dollars) __._. 5,315 5,003 5,213 9, 441 9,961 7,644 5,522 3,495
Standard error (doflars).. 49 98 99 114 292 205 131 30
Mean income (dotlars)...____ 7,236 5, 459 5. 646 9,971 11,494 9,497 7,54 4,886
Standard error (dollars). . 51 74 75 113 292 234 142 56
YEAR-ROUND FULL-TIME
WORKER
Percent of total excluding
Armed Forces. ... 33.7 35.6 36.9 59.7 60.1 54.2 38.8 4.0

Median income (dolla 10, 509 8,323 8,339 11,436 12,996 10,849 10,097 8,443
Standard error (dollar: 69 122 123 122 288 250 17,

Mean income (doliars). ... 11,889 8,529 8,546 12,454 14,782 13,095 11,409 10, 427
Standard error (dollars)- - 106 119 120 148 417 348 236 595

=
w
-3
[
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A. JoBs ON INCREASE

The year 1977 produced several positive notes for middle-aged and
older workers:

— Unemployment declined by 250,000 from December 1976 to

December 1977 for persons 45 years or older.

—The number of employed middle-aged and older workers jumped

by 579,000 during this same period.

—Long-term joblessness (15 weeks or longer) dropped by 134,000

from 562,000 in December 1976 to 428,000 in December 1977.

—Very long term unemployment declined from 372,000 to 266,000

in the past year.

Prior congressional efforts to provide new job opportunities for
older workers plus the economic recovery (dating back to 1975)
helped considerably to brighten the employment picture for mature
workers.

Legislative developments in 1977 offered further encouragement
for the future. One of the most potentially far-reaching actions was
House and Senate approval of a bill to raise the mandatory retirement
age to 70 (see pp. 21-24 for more detailed discussion).

On other fronts, the Congress increased funding for the title IX
senior community service employment * program by 110 percent
within a year—from $90.6 million to begin on July 1, 1977, to $190.4
million starting on July 1, 1978. The $99.8 million increase for title
IX occurred in two stages. First, the Economic Stimulus Appropri-
ations Act® boosted the funding level from $90.6 million to $150
million (the full authorized amount), available from July 1, 1977,
to June 30, 1978. This action increased the number of jobs for low-
income persons 55 or older from 15,000 to 37,400. Almost 80 percent
of the funding is allocated to the national contractors and 20 percent
to the States.

Second, a fiscal 1978 continuing resolution 16 includes $190.4 million
for the title IX Older American Community Service Employment
Act, effective July 1, 1978. Funding again would be allocated:
80 percent to the national contractors and 20 percent to the States.
Nearly 47,000 low-income persons 55 or older will be employed under
title IX beginning next July, or 213 percent greater than in June 1977.

14 The title IX program, which is administered by the Department of Labor, provides community service
employment in a wide range of activities for low-income persons 55 or older.

15 Public Law 95-29, approved on May 13, 1977.

18 Public Law 95-205, approved on Dec. 9, 1977.
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FUNDING AND POSITIONS FOR THE TITLE iX SENIOR COMMUNITY SERVICE EMPLOYMENT PROGRAM

July 1, 1976 to  July 1, 1977 to July 1, 1978 to
June 30, 1977 June 30, 1978 June 30, 1979

Funding (in millions of dollars). ____ .. ..o ... 55.9 150 190.4
Positions. .. .. - 15, 000 37,400 47,000

Source: Department of Labor.

The Economic Stimulus Appropriations Act also continued 71 older
worker projects funded by the Administration on Aging under the
title X job opportunities program of the Public Works and Economic
Development Act. The Department of Labor became directly respon-
sible for administering the title X older worker projects on November
1, 1977. The Department plans to use $15.7 million from title I
discretionary funds of the Comprehensive Employment and Training
Act (CETA) to continue the program from November 1, 1977, to
June 30, 1978. Approximately 2,600 title X employees will be trans-
ferred to the title IX senior community service employment program
on July 1, 1978. The remaining 2,700 title X employees will é)e main-
tained with $3 million in discretionary funds from the CETA title I
program from July 1, 1978, through September 30, 1978.

These actions and other developments have helped to increase
new enrollment for persons 45 or older in Department of Labor man-
power programs from 7 percent in fiscal year 1976 (rounded to the
nearest percent) to 10 percent in fiscal year 1977. This figure, though, is
considerably below the middle-aged and older workers proportion
(19 percent in December 1977) of the total unemployment in the
United States.



FISCAL YEAR 1977 (NEW ENROLLMENTS)—DEPARTMENT OF LABOR MANPOWER PROGRAMS

Total Under 22 22to 44 45 to 54 55 to 64 65-plus
Program enroliment years old Percent years old Percent years old Percent years old Percent years old Percent

Comprehensive Employment
and Training Act____.... - 1,108,500 559, 200 50.5 463, 900 41.8 50, 100 4.5 24, 600 2.2 10, 760 1.0
Training—title 1 public
service employment—

titte M een 313,700 62, 600 20.0 202,100 64.4 30, 200 9.6 15, 800 5.0 3,000 1.0
Public service employ-
ment—title VI_._____. 371, 400 71,300 19.2 - 240, 900 64.8 36, 700 9.9 18, 800 5.1 3,700 1.0
Senior commaunity service
employment____...._....- 17,392 o cmmmmaeae
“Job Corps__._o___..- - 41, 200 41, 200
Summer youth______... - 820, 500 820, 500
Work incentive program...._. 2,264, 800 351, 500

................. 4,937, 492 1, 906, 300 38.6 LSV DTSRRI PYSS EEREE TP S REE L
........................................................ 499, 892
10.1

t Figure represent participants 45 years or older. Information is not available for the age categories Source: Department of Labor.
45 to 54, 55 to 64, and 65-plus.
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B. Drrricurties REMAIN

Despite these encouraging developments, it is still clear that
middle-aged and older workers face formidable employment barriers.
They run a substantially greater risk of being without a job for a
long period of time after becoming unemployed. As of December
1977, an unemployed person 45 years or older could expect to be
jobless 35 percent longer than for similarly situated younger in-
dividuals. The average duration of unemployment for middle-aged
and older workers is more than 19 weeks, or nearly 5 months.

AVERAGE DURATION OF UNEMPLOYMENT—WEEKS

December December
1976 1977

Allworkers.._.. ... 15.6 15.0
Workers under 45 years old_______ 271 T TTTT I 12.8 14.4
Workers 45 years or older_______ 20.3 19.4
Workers 45 years to 54 years old_ 19.1 19.3
Workers 55 years to 64 years old_ 20.9 18.5
Workers 65 years or older. 72211 TIITIIIIIITI I 26.7 22.2

Source: Department of Labor.

As mentioned previously, more persons 45 or older are working
than a year ago. However, the overall trend during the past 10 years
is, for the most part, downward. In 1967 the labor force participation
rate for individuals 45 years or older was 52 percent. Ten years later,
it fell to 48 percent. Among individuals aged 55 to 64, the decline
Wwas even more pronounced—from 62 percent to 57 percent.

LABOR FORCE PARTICIPATION RATE

[in percent]
Age 1867 1970 December 1977
70.0 713 7.8
52,2 522 48,0
727 735 73.8
62.3 618 571
17.2 16.9 13.4
Source: Department of Labor,
C. EMPLOYMENT OPPORTUNITIES FOR OLDER WORKERS
Racently Sonatsrs Lawton Chiles aud Tebe Doinenicl iniroduced

legislation to amend the CETA Act. In his testimony before the Em-
ployment, Poverty, and Migratory Labor Subcommittee of the Human
Resources Committee, Senator Domenici said :

One of the most persistent criticisms of the CETA program
has been its failure to provide additional job opportunities
for older workers. As the number of older Americans steadily
increases, the Congress will have to make s special effort to
see that Federal programs are responsive to their needs. Sta-
tistics would indicate that, to date, only about 2 percent of
all CETA participants are older workers. As a partial remedy
to this problem, Congress enacted title IX of the Older

23-5770-78-5
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Americans Act. The title IX public service employment pro-
gram currently provides approximately 40,000 part-time jobs
for low-income older persons. When I introduced S. 2609, the
1978 amendments to the Older Americans Act, I expanded
the title IX purposes to include the private sector. The
Chiles-Domenici CETA amendments create a new program
for older workers which will be in addition to the Older
Americans Act program which is administered by national
contractors. The new program will be for structurally un-
employed older workers, and will include training, retraining,

lacement, supportive services and part-time. employment.

his program will be administered by prime sponsors who
have, at their disposal, resources far beyond those presently
available under title TX. .

By providing an older workers program which is geared to
the needs of this large and growing segment of the population,
we address what is becoming a major economic problem in
this country. It is critical that we provide suitable work
modes for an aging work force. Experiments in work sharing
and flextime are necessary. The creation of more part-time
employment in both the public and private sectors is con-
sistent with the needs of the labor force and an older popula-
tion of workers. 1 urge the committee to provide an older
workers strategy in CETA.

Our bill provides a separate authorization for the older
workers employment programs because we recognize that
there are intense local pressures on the CETA program to
focus their resources on the problems of youth unemploy-
ment. By providing earmarked funds for this program, we
can insure older Americans that they will receive an appro-
priate level of services under the Comprehensive Employment
and Training Act.

III. THE NEW WELFARE REFORM PLAN AND THE
ELDERLY

In August of 1977, the President submitted his welfare reform pro-
posal to the Congress.”” The proposal, ‘‘program for better jobs and

income’” (PBJI) consists of three major provisions:

_ The consolidation of the aid to families with dependent children
(AFDC), supplemental security income (SSI), and food stamps
into one nationwide minimum Federal cash payment for the

00r.

—%he creation of 1.4 million public service jobs for those able and
expected to work.

—The expansion of an earned income tax credit to earnings from
unsubsidized public or private sector jobs.

The program for better jobs and income (PBJI) is based on a

work incentive approach intended to mitigate the ‘“welfare stigma.”

17 The Administration’s welfare proposal was introduced as H.R. 9030 in the House of Representatives
and as S. 2084 in the Senate.
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President Carter described the new program as one which empha-
sizes “‘the fundamental American commitment to work, strengthens
the family, respects the less advantaged in our society, and makes
a far more efficient use of our hard-earned tax dollars.” 18

A. JoBs AND THE ELDERLY

The PBJI recognizes two groups: those not expected to work and
those expected to work. Those not expected to work are the blind,
disabled, elderly, and parents of children under age 7. The placement
of persons 65 and over in the upper tier of those not expected to work—
the income support tier—guarantees them the maximum cash assist-
ance level of payment, $2,500 for an individual over 65 and $3,750
for a couple.”® But this would disqualify them for the 1.4 million
public service jobs created by the PBJI. Those expected to work—the
earned income supplement tier—include two-parent families with
children and single-parent families whose youngest child is 14 and
over. Those expected to work will receive an annual guarantee of
at least $2,300 with a reduction of 50 cents for each dollar of earnings
exceeding $3,800.

A study prepared for the Joint Economic Committee explains:

A social consensus seems to exist on allowing the aged, the
disabled, children who are in elementary or secondary school,
and mothers of the latter in two-parent households not to
work.?0

If, however, a person 65 and over chooses to work in a job other
than PBJI, cash benefits will be reduced by 50 cents for every dollar
of earnings.

Those persons under 65 years of age who qualify for a PBJI job
must first seek employment within the private sector before qualify-
ing for a PBJI slot. If, after an 8-week period of job search, the appli-
cant is unable to secure employment, the jobs program will attempt
to place him or her in one of the public service job or training slots.
During the 8-week job search, the applicant will be eligible for cash
assistance of $2,300 (for a family of four). If after the job search no
placement is made, the applicant will be moved up to the upper tier—
those not expected to work—and will receive a cash benefit of $4,200
(for a family of four) and again would be moved to the lower tier
when and if a job placement is made.

The emphasis of the jobs program on families with children, together
with the question of whether enough jobs will be created to meet, the
demand, appears to lessen the PBJI’s potential effectiveness for the
older worker. Persons between the ages of 50 and 6., who traditionally
have more difficulties in securing employment, will thus be faced with

18 Message to the Congress of the United States from the President on the program for better jobs and
income, Aug. 6, 1977.

™ For detailed description of cash assistance, see section B of this part.

20 “Work, Welfare, and the Program for Better Jobs and Income,’” a study prepared for the use of the
Joint Econvje Commiiiee, Congress of ihe United States, by Professors Leonard J. Hausman and Barry
L. Friedman of Brandeis University, Oct. 14, 1977.
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§i1§jlfir difficulties in the Government’s proposed program for better
jobs.
B. PBJI Casu AssisTANCE As CoMPARED To SSI

The number of persons receiving supplemental security income (SSI)
during 1977 numbered approximately 4.2 million, according to the
Social Security Administration. Aged recipients accounted for about
2.1 million, disabled persons for 2 million, and blind persons for about
76,000. Approximately $5 billion in Federal benefits and $1.5 billion
in State supplementary payments were made. Aged recipients received
an average Federal payment of $78.75 and an average State supple-
ment of $68.12. However, the total average benefit is $92.92 because
not all States offer the SSI supplement.

Other statistics:

—28.7 percent of the 2.1 million aged recipients were men;

—71.2 percent were women;

—black recipients numbered approximately 24.4 percent; white

recipients were 65.2 percent; and “others’ were 2.9 percent;

—88.1 percent of the aged recipients lived in their own households;
7.5 percent lived in households of another; and 4.4 percent lived
in institutions covered by medicaid;

—70 percent of the aged recipients also received social security
benefits; 12.2 percent received other unearned income (pensions,
railroad retirement, veterans benefits, etc.); and 2.4 percent had
earned income.?

The number of persons receiving SSI by State and by classification

were:

21 On Feb. 8, 1978, the House Welfare Reform Subcommittee completed work on H.R. 9030, Program
for Better Jobs and Income, and made substantial changes in the public service employment jobs provisions.
Essentially, the subcommittee replaced the full jobs section of the proposal with amendments to the Com-
prehensive Training and Employment Act (CETA). These provisions would create a new title IX under
CETA for economically disadvantaged individuals. This new title would provide limited eligibility for
job search assistance and subsidized jobs to individuals who are certified as eligible for cash assistance under
the PIBI; index the subsidized CETA wage rates in order that the rates would be more responsive to the
lt)mlalnd in local average wages; and authorize open-ended funding for the jobs component of the welfare reform

ill,
An eligible individual is defined under the new subcommittee bill as one who (a) is the principal earner
in a household unit which includes at least one child and which is eligible for cash assistance under the
proposal; (b) participates in an 8-week job search before requesting a subsidized job; and (c) does not refuse
& bona fide job offer during the period immediately preceding participation in the job search program.

The subcommittee’s version of welfare reform, new bill H.R. 10950, was jointly referred to three House
committees: Agriculture, Education and Labor, and Ways and Means. The Senate Finance Committee
1has {mlid hearings on the administration’s proposal but had not, at this writing, begun markup of the
egislation.

# Data on SSI recipients from “‘Socisl Security Bulletin,” Social Security Administration, December
1977, volume 40, No. 12.
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SUPPLEMENTAL SECURITY INCOME FOR THE AGED, BLIND, AND DISABLED: NUMBER OF PERSONS RECEIVING
FEDERALLY ADMINISTERED PAYMENTS, BY REASON FOR ELIGIBILITY AND STATE, JUNE 1977

State Total Aged Blind Disabled
4,223,742 2,095,921 76,255 2, 051, 566
141, 409 91,133 1,898 48,378
3,081 1,291 77 1,713
28, 611 13, 161 466 14,983
{ansa: 84,943 52, 497 1,629 30, 817
California. 682, 536 323,076 16,716 342,744
Colorado2.___. 33,371 17,337 335 15,699
22,530 8,393 307 13,830
Delaware.. _____._ , 2,962 216 3,602
District of Columbia 14,117 4, 656 191 9,930
lorida._____.___.. 161, 50 88,949 2,508 70,043
Georgia. _....._. 159, 720 84,064 2,919 72,737
Hawaii_. , 476 5,223 130 3
Idaho2____ 8, 022 3,441 100 4,481
Winoiss.__. .. ... llllTTC 129, 143 42,286 1,536 85, 261
Indianas... ... .. ... 41, 046 18,953 1,028 21, 065
lowa_.... 27,283 3,940 1,102 12,241
Kansas. _ . 22,653 10,709 11, 608
Kentucky2_ 96, 633 51,828 1,999 42, 806
Louisiana. 148, 492 83, 009 2,145 63, 336
Maine___. 23,091 , 887 268 10, 936
Maryland. _ . A 17,879 539 , 34
Massachusetts_ 130, 448 76, 430 4,470 49, 488
Michigan.____ 116, 788 45, 810 1,607 69, 371
Minnesota 2 35, 861 16, 366 18, 837
Mississippi. 119, 388 73,403 1,868 44,117
Missouri2. _____ . [ llIIIITTTITTes , 948 1,716 37,942
Montara.. ... ... ... 7,700 3,105 142 4,453
Nebraska 3_ . 14,510 7,163 231 7,116
.............. . 5, 850 3,418 321 2,111
...... - 5, 365 2,672 139 2,554
...... 79,736 34,864 993 43,879
- 25, 952 11, 682 416 13,854
...... 384, 55 158, 672 3,989 221, 897
. 144, 963 73,285 3,48 68, 1
4,193 66 3,092
. 125,263 45,728 2,360 77,175
78, 441 44,926 1,053 2, 46.
Oregon2._______ 23,911 9,117 539 14, 255
Pennsylvania__..._____ 163, 067 65, 761 3,990 93, 316
Rhode Island____.___._________.__. 15, 675 6, 635 184 8, 856
South Carolina 2. 82,085 43,210 1,882 36,993
South Dakota___ 85, 551 , 799 3,631
Tennessee. . . 134,140 72,062 1,756 €0, 322
Texas3____ 272,125 173, 025 3,976 95,1
Utahs___ , 450 3,058 5,233
Vermont_________ . ______10777C 8,653 4,114 110 4, 429
Virginias.____________..__ 11T, 78,279 40, 263 1,433 36, 583
Washington. ... _____ _ 7777707 .- 48, 946 18,484 29, 955
West Virginiaz______________ T TIITTTTTTTTTTTT 42,436 17,684 636 24,116
Wisconsin. ____________ [ TTTTTTTTTTTmTmmemT 66, 407 34,165 911 31,331
Wyoming2 __________ __ [ [ITITTTTTmTmeTTTmmT 2,228 1,094 31 1,103
Unknown_._______ . ___  _l T ITTTTTmmmeTTt 150 50 oL 100

. ;_Ingll:’des persons with Federal SSI payments and/or federally administered State supplementation, unless otherwise
indicated,

2 Data for Federal SSI navments onlv: State hae Stata-adminictared ennn) tati

3 Data for Federal SS| payments only; State supplementary payments not made.

As reported last year, the SSI payments failed in most States to
bring the recipients above the poverty threshold.? For an individual,
the SSI Federal minimum guarantee level is $2,134 while the poverty
threshold for an aged individual is $2,720. SSI provides a Federal
minimum payment of $3,200 to a couple while the poverty threshold
for the same elderly couple is $3,417. Even in many of the 39 States
which supplement the Federal payment, the levels, as shown in the
following tables, are below the poverty threshold.

3 See “Developments in Aging, 1976,”” chapter I, “What Next Steps on Income.”



SUPPLEMENTAL SECURITY INCOME FOR THE AGED, BLIND, AND DISABLED: AVERAGE MONTHLY AMOUNT OF STATE-ADMINISTERED STATE SUPPLEMENTATION, BY REASON FOR ELIGIBILITY
AND STATE, JUNE 1977

All persons Persons with Federal SSI and State supplementation Persons with State supplementation only
State Total Aged Blind Disabled Total Aged Blind Disabled Total Aged Blind Disabled
Alabama._ ... oan $52.30 $48. 82 $47.42 $70.23 $50.29 iﬂ. 13 $42.38 $70.25 $58.67 $54.93 *61. 61 $70. 20
Alaska. __......._._... . 115.33 106. 24 119.14 123.45 121.75 11,74 121. 56 130.71 82.02 03. 83.66
Arizona__._......___. 82.58 86.48 (1) 3147 73.63 78.32 ) 29.93 105, 57 )
Colorado__._......_... 48.51 41,07 65,13 63.72 37.62 35.11 49,56 42.40 82.55 137.74
Connecticut_.___.__...... - 78.81 70,98 57.00 83.39 66.71 67.25 52.71 66. 64 90.03 97,39
Florida......_co.oo.o___. 50. 87 47.26 48.05 53.53 50. 87 41.26 48,05 53.53 ® @)
Idaho._ 62.91 83,55 __._..__._.. 71,01 ) 3 ® 3) 3 (3)
1llinois. 68.15 53.73 56.96 71,38 47.82 43.28 52.30 48.76 121.717 128,96
Kentucky. 99,83 97,52 sl 104. 80 99. 85 96, 54 70.88 105. 82 99,75 93,22
Maryland. 110.20 99, 04 Q) 118.75 “ Q *) Q 110.20 118.75
Minnesota_ 69.03 63.75 67.11 73.25 66.26 59.86 65, 89 71.09 87.98 90.77
Missouri 5. 33.46 30.27 95.38 37.83 29,76 21.78 76.32 32.02 44,56 50, 08
Nebraska 51.07 39.41 58. 68 60. 4. 50.38 39.22 55. 82 §8.96 53.94 67.89
New Hamp: 62.03 37.48 60.28 84.17 3) [¢ ® é:) ®) ®
New Mexico. 829,62 [Q N [d 630.00 [© 3) [O] [©
North Carolin: - 154, 82 154.70 176. 84 153,50 163. 05 163.23 164.30 162.77 119.33 108, 86
20.57 19.80 o 22,0 20.50 19.60 ® 22.2 ) Q] Q]
______ 445,32 L eoeo.- 445,32 138,77 e iicaon 135.77 582.46 ... 582. 45
______ 32.02 32.22 31.20 31.64 32.22 32.38 31.23 31.92 27,94 28.80 (O] 26.21
28.44 29.38 46.26 26.57 29.81 33.01 47.50 27.06 21.17 18.75 39.81 22.55
673,06 72.33 72.50 75.32 373.08 72.33 72.50 75.32 a )] g) @)
South Dakota. 94.83 97.91 __......._.. 88.38 ) (0] Q] ® (‘; 3) ) ®)
Virginia.__... 57.52 57.10 52.70 58.34 @) ®) ® ® ¢ 0] O] ®

West Virginia?

t Not computed on base of less than $500.

2 No persons receiving State supplementation only.

3 Data not available,

¢ No persons receiving SS1 and State supplementation.

s Represents data for May; data not available for June. X

¢ Includes optional suppl: tation data for New Mexico and mandatory supplementation data for
South Carolina; not distributed by reason for eligibility. .

7 Excludes data for optional supplementation; data not available.

9€
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SUPPLEMENTAL SECURITY INCOME FOR THE AGED, BLIND, AND DISABLED: AVERAGE MONTHLY AMOUNT OF
FEDERALLY ADMINISTERED STATE SUPPLEMENTATION, BY REASON FOR ELIGIBILITY AND STATE, JUNE 1977

Average monthly amount

State Total Aged Blind Disabled

Total. ., $72,06 $68.12 $102.53 $74.38
Arkansas._.__.___ . _ .. _ .. 14.97 15.21 80 14.4
California. _ 104. 42 95. 20 141.01 111.52
Delaware________ 68.15 64.05 3. 84 76.36
District of Columbia._______ - -727777TTmmmmmmmmmee 29.92 28.37 23.69 30.61
Florida..__.__ T 20.99 21.59 15.97 20.92
Georgia.__________ T TTITTITTTTTTTen 21.70 21.41 22,56 22,18
Hawaii_ . 39.11 34.39 43.28 45.05
lowa._ _ 36.26 21.20 48.56
Kansas 37.67 36.56 49,06 3
Louisia 21.85 21.51 19.00 21.97
Maine. 17.54 15. 62 23.13 19.49
Maryland _ 35.77 32.90 31.38 37.90
Massachusetts 84.49 80.74 140.34 85,34
Michigan___ 44.22 38.92 32.85 48.10
Mississippi. 10.74 10.37 8. 44
Montana. . __ 92,27 61. 65 175.00 95.05
Nevada_._ .. 41.78 36.82 114.54
New Jersey. 34.92 31.01 32.72 38.63
New York_ .. 52.62 51,28 §3.07 53.56

hio._.____ 29.52 29.17 29.61 29.79

Pennsylvania____ 33.78 32.00 37.81
Rhode Istand_ ___ 32.48 29.56 33.32 34,73
South Dakota. _ 28.89 25.76 25.90 32.23
Tennessee 15.63 14. 39 32.75 16.17
Vermont.__ 38.55 37.17 37.27 39.90
Washingto 27.10 23.45 29.07 28.89
Wisconsin___.______ [ TTTITITTTTTTIITIT T 71.14 62.43 9.17 81.61

The performance of SSI in bringing more blind, disabled, and elderly
persons out of poverty—as compared with the former rograms of aid
to the blind, aid to the permanently and totally disa.bllt)ed, and old-age
assistance—is under continuing scrutiny. The Social Security Admin-
istration’s survey of the low-income aged and disabled (SLIAD) is
based on four national samples, selected in 1973, of 18,000 noninstitu-
tionalized persons. Preliminary SLIAD findings revesl that SSI did
indeed help lift some of the poorest individuals to a level of greater
income. However, those individuals in the States providing greater
supplementation have not shared in such an increase. In Some in-
stances, individuals experienced a decrease or no Improvements in
- their benefits.2 :

An example of the deterioration or stabilization of SSI payments
was reflected in a description of the situation in New York:

Even taking into account the CPI pegged increases in both
OASI and SSI, and the timely assent of the State legislature
In passing through such increases, the SSI payment cannot
catch up so to speak, because of the inflationary pressures.
The CPI in New York City has increased 7.4 percent from
1974-75 and 6.5 percent from 1975-76. The percent increase
of SSI averaged 5.7 percent and 4.6 percent for these same
periods. Thus buying power for these very people decreased
about 3.6 percent during this period.?

# For a detailed summary of the SLIAD, see “Social Security Bulletin,” February 1978, Volume 41 No.
2, ““First Year Impact of SSI on Economic Status of 1973 Adult Assistance Populations.”

25 “SSI: An Adequate Income for the Elderly?”, presented by Community Service Society of New York
and Human Resources Administration of New York City at the Gerontological Society Thirtieth Annual
Meeting, November 1977.
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The SSI program’s original benefit levels were set at levels below
the poverty level in the expectation that such levels would be sup-
plemented by States. But these State supplements often fluctuate.

According to one researcher:

Experience with the first Federal SSI cost-of-living raise
showed that the States were indeed willing to decrease their
supplementation but at the expense of a raise in beneficiaries’
benefits need to keep pace with inflation. When a 6.4 percent
increase was approved, some 37 States decreased their supple-
mentation by a similar amount.”

Similar concerns are now being expressed about the cash assistance
provision of the administration’s welfare proposal, PBJI.

As mentioned previously, SSI would be absorbed into PBJI, along
with aid to families of dependent children (AFDC) and the food
stamp program. The cash assistance payments made under PBJI
would be based on the income of the “household unit.” For persons
65 years of age and older, a household unit would be defined as an
elderly person living alone or with a nonrelative, an elderly person
and a spouse, and an elderly person, spouse and their children. This
definition of a household unit allows the elderly person to file sepa-
rately for the benefits even if they are sharing a house with other
relatives.

Comparisons between the SSI benefit for the elderly and cash
assistance under PBJI are difficult. The answers cannot be generalized
as the benefits will vary according to individuals and the degree of
State supplementation. A Joint Economic Committee study goes as
far as to state that many will suffer a decline in benefits under PBJI
unléss the decline is offset by State supplementation.”

The Congressional Budget Office estimates that approximately 8
percent of elderly households would lose benefits under the PBJI, 21
percent would gain and about 70 percent would retain relatively
the same payments. These estimates are based on the following com-
parisons between the SSI program and the PBJI proposal:
Eligibility:

SSI: On the individual and his/her place of residence.

PBJI: On the household unit.

Level of assistance:

SSI: Individuals, $2,133.60 yearly (indexed with cost of living);
food stamp bonus, $300-3480 yearly. Couples, $3,200 yearly
(ind(i,xed with cost of living); food stamp bonus, $500-8660

early.

PBJI: Islrldividuals, $2,500 yearly (not indexed with cost of living,
food stamp bonus consolidated in maximum benefit). Couples,
$3,750 yearly (not indexed with cost of living, food stamp
bonus consolidated in maximum benefit).

Countable income:
SSI: income is counted upon a prospective 3-month period.
PBJI: income is counted retrospectively over previous 6 months.

2648ST As Welfare Reform: Some Cautionary Notes,” by Elizabeth Meyer, The Journal, The Institute
for Socioeconomic Studies, spring 1976.
27 Source as cited in footnote 20.
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Disregard of earnings:

SSI: Disregard of first $780 in annual earned income and one-half
of the remainder over $780.

PBJI: Disregard of half (50 cents of every $1) of all earned
income.

Disregard or counting of unearned income:

SSI: Disregard of first $20 of unearned income (social security,
pensions, regular contributions from relatives, etc.) and after
that a $1 reduction for each additional $1 of unearned income.

PBJI: Counts 100 percent of assistance income (veterans pensions)
and counts 80 percent of nonemployment assistance (social
security, railroad retirement, dividends and interests, etc.).

Assets limitations:

SSI: Individual is allowed $1,500 in assets and a couple is allowed
$2,500 (excluding home, household goods, car, and personal
effects of reasonable value).

PBJI: Household unit is allowed $5,000 of nonbusiness assets.
However, 1.25 percent of nonbusiness over $500 assets are
assumed as income (excluding the owner occupied home, car,
and reasonable amounts for burial savings and personal effects).

“Living in household of another’ :

SSI: Recipients benefits is reduced by one-third if individual lives
in household of another and does not pay a reasonable amount
for room and board.

PBJI: Would not reduce benefit at all if individual lives in house-
hold of a nonrelative but would reduce benefit by a flat $800 if
individual lives in household of relative and did not have
ownership and by $400 if the individual claimed ownership.

State supplementation:

SSI: Mandatory supplementation for States to maintain 1973
income levels for assistance recipients and optional supple-
mentation for States to provide general supplements to Federal

ayments.

PBJI: No mandatory supplementation but provides an incentive
for States to supplement by allowing a 75 percent Federal
match of first $500 of each State supplement and a 25 percent
match of further supplements until the sum of the household’s
payments reach the poverty level (States will be under a “hold
harmless formula” for current welfare beneficiaries, meaning
that States cannot decrease their benefits below current levels).

TMTATNTAIAO ARNTN DTMANARARATINIT A MTARTCY
A ALNEZRANNAL) LRAVAS AVRAUNIIYALIYALYLANAZ LA A AVUIND

Prior legislative actions and an overall improvement in the
economic picture have helped to improve the economic well-being
of persons aged 45 to 64. However, individuals 65 or older con-
tinue to remain on an economic treadmill. The number of persons
65 or older living in poverty remained virtually unchanged from
1975 to 1976.

The committee recommends several actions to improve the in-
come and employment position of aged and aging Americans:
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—Legislation to extend the Older Americans Act should in-
clude authority to continue and expand the title IX senior
community service employment program.

‘—Any welfare reform legislation affecting older Americans
should establish a level of income adequacy eventually abol-
ishing poverty for the elderly.

—The Department of Labor should take action to provide mean-
ingful and fulfilling jobs for the title X older workers who
cannot be transferred to the title IX senior service corps.

—The Department of Labor should encourage local units of
government and other prime sponsors to assure that middle-
aged and older workers are appropriately represented in
CETA work and training programs.

—A program should be established within the Comprehensive
Employment and Training Act to address the problems of
older workers, including provisions to attack unemployment
through training, job development, supportive services, and
public service employment. :

—Retired senior volunteers should be used to provide employ-
ment referral and other assistance fo middle-aged and older
workers in areas where there is large scale unemployment
because of a plant shutdown or other major reduction in the
work force.

—The title IX program should bz made more flexible by extend-
ing eligibility to persons with incomes above the poverty
lines.



CHAPTER III
THE HIGH COST OF ENERGY

Unusually severe winter weather, increasingly high fuel prices, and
legislation offered by President Carter to establish a national energy
plan combined, in 1977, to sharpen congressional attention to energy-
related issues.

Three hearings held by the Special Committee on Aging on “The
Impact of Rising Energy Costs on Older Americans” yielded new
information leading to legislative initiatives which promise to improve
the Department of Energy’s weatherization program for low-income
Americans, and helped win Senate approval of a special refundable
tax credit for low and moderate income elderly. However, despite their
approval by the Senate, these measures continue to await final con-
gressional resolution of the natural gas and tax portions of the energy
plan before being enacted.

The Congress also approved an additional $200 million for crisis
intervention during energy emergencies, despite some questions about
the implementation of this program by the Community Services
Administration and assisted communities.

Information initially requested by this committee alerted the
public to the severe effects of accidental hypothermia on the elderly;
and the Federal Trade Commission launched an investigation of the
insulation industry as consumer complaints about inadequate and
unsafe materials became more widespread. And several States took
action to initiate utility rate structures and practices intended to
provide more equitable treatment to low-income residential consumers.

I. COMMITTEE ON AGING HEARINGS!

In his opening remarks, Committee Chairman Frank Church noted
that the purpose of the hearings was to fulfill the committee’s responsi-
bility to obtain information which could be considered by the Congress
as it evaluated the President’s energy proposals.

Senator Church’ continued :

That meosage, it is clear, will have o deal with many “big
picture” issues, including long-term plans for development or
rechanneling our energy sources, changing national fuel
conservation habits, and so on. But it should also include a
plan to make certain that the elderly and other persons who
suffered during last winter’s cold will be more directly and
promptly helped when the cold winds blow again.?

!““The Impact of Rising Energy Costs on Older Americans,” hearings before the Senate Speclal Com-
mittee on Aging, Washington, D.C.; part 4, Apr. 5, 1977; part 5, Apr. 7, 1977; part 6, June 28, 1977,
2 Hearings noted in footnote 1, part 4, p. 236.

(a1)
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The information developed in these hearings revealed the depth of
the distress among the elderly and the lack of an adequate strategy of
government assistance. Major points made in the testimony included:

(1) Rising energy prices were having a devastating impact upon
many older Americans.

During 1976, depending on their region, low-income elderly had
spent between 16 and 27 percent of their disposable income on energy
for their homes. Turning his attention to the acute seasonal impact
which energy costs could place upon the poorest older Americans,
Federal Energy Administrator (FEA) John O’Leary testified, as to
the first quarter of 1977:

It is probably realistic to assume that at least some . . .
were spending up to 50 percent of their disposable income on
tlflelr fu(;l bills or perhaps not paying them during that period
of time.

Testimony from other witnesses showed that, during the winter of
197677, home heating bills of $100 to $300 monthly, and the threat
of termination for nonpayment, were not uncommon for older home-
owners in the more severely affected parts of the Nation.

Rising fuel bills placed & particularly disproportionate burden on
those elderly least able to bear it. Older Americans with annual in-
comes of less than $5,000 were projected by the FEA to spend a higher
percentage of disposable income for household energy than those in
more confortable brackets. This difference was particularly pronounced
in the Northeastern States, where elderly in this income class were
estimated to have expended 27.3 percent of their income on energy
in 1976. (See chart 1.) Further, because these elderly utilized energy
almost exclusively for necessities, had turned down thermostats
to & level which could threaten their health, and lacked the economic
resources to undertake extensive insulation, their demand for energy
was the least elastic for any of the income groups.

(2) Energy prices were rising at a much faster pace that the Con-
sumer Price Index (CPI) and, consequently, were outdistancing
social security cost-of-living increases.

Between the Arab oil embargo in 1973 and the spring 1977 Com-
mittee on Aging hearings, energy costs had increased in a range from
46 percent for electricity to a staggering 108 percent for home heat-
ing oil. However, the CPI had gone up only 31 percent during this
period. Social security payments had risen 28 percent. Energy costs
were becoming an ever-growing portion of retirees’ budgets; the most
severe rise was registered in the North Central States, where low-
income elderly faced fuel bills 68 percent higher than they had been
3 years earlier. The more than 2.3 million older Americans recetving
minimum supplemental security income (SSI) benefits in 1976 (3168
monthly at that time for individuals, $252 for couples) were faced
with fuel increases which, added to jumps in costs for food, health
care, and other necessities, placed them in peril.

3 Hearings noted in footnote 1, part 5, p. 314. A concrete example of the combined impact of rising housing
and energy costs was provided in a report, “The Status of Older New Yorkers,” by the New York City
Department for the Aging in August 1977. It said: “Tncreases in costs of housing, fuel, and utilities have far
outpaced increases in income of the elderly. Homeownership, which many assume to be a sign of well-being,
brings its special cost burdens for the elderly. Although only a thrid of the city’s elderly are homeowners,
this group has faced rises of 110 percent for fuel oil; 60 percent for gas; 59 percent for electricity. Except for
those who qualify for rent increase exemptions or for tax abatement, there is no way to offset the burden of
increased housing costs except by cutting back on other basic expenditures: in other words, reducing one’s
standard of living.”
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CHART 1

Average Annual Cost of Home Fuels and Percent of Income Spent on Fuel,
Age 60 and Over, 1973 and 1976 (by disposable income and region)
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800 _smNorthsg?st-—ma— North Central
’ : -élm
600 I 3% . 600
3482 1 e
a00 [~ fiasx : o 400
20 +—1 . 200
() - 4 (]
800 South 800
600 - —{ 600
400 [ 5391 a0 LI
269 %‘
200 — ID.I% 200
N o

ssnﬂ . $7500 - ; DISPOSABLE UNDER ssn]) -
$5.000 47500 $10000 INCOME 500 4150

CLASSES:
Sovrce Housenold Energy Expendrnture Model. F E A,

Chart 1 displays in graphic form information developed by the Federal Energy
Administration for the Special Committee on Aging on this impact for different
Income groups of older Americans in the Nation’s various regions.

(3) During the 1976-77 winter, the Government’s emergency
assistance program failed to reach and meet the needs of too many
elderly in need.

The Community Services Administration (CSA), faced with
demands for assistance which overtaxed its small staff and funding,
was unable to lend aid to more than a small fraction of low-income
elderly households. Still other elderly were never apprised of the
availability of help because of inadequate resources for community
outreach. The Congress responded to the crisis by earmarking $200
million in a supplemental appropriations bill® for assisting im-
poverished Americans in paying their fuel bills. However, the need
to develop administrative regulations and a disbursement mechanism
prevented funds from reaching the States and providing relief until
August 1977.

(4) The Federal efforv to assisv older Americans in insuiniing
their homes had been diffuse and inadequate to meet this vital need.

At least four Federal agencies—CSA, FEA, the Department of
Housing and Urban Development (HUD), and the Farmer’'s Home
Administration (FmHA)—were authorized to weatherize the resi-
d ences of low-income elderly. Further, some of these programs depended
for manpower on the Labor Department-run Comprehensive Employ-
ment and Training Act (CETA) and on workers paid under title IX
(community service employment) of the Older Americans Act.

# Public Law 95~26, enacted May 4, 1977.
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Looking at the evidence of overlapping efforts and seeking results,
Ranking Minority Member Pete Domenici asked:

When we are talking about making grants to poor people,
be they old or otherwise, is there any reason why we should
not have one national weatherization program doing that
with consistent regulations and administered by a single
agency, nationally?®

CSA, administering the largest of the four programs, had weather-
ized in the 1974—77 period less than 3 percent of the 5.3 million house-
holds occupied by those persons who, because their income was not
more than 125 percent of the poverty level, were eligible for such
assistance.

(5) Current utility rates were inappropriate and inequitable.

Utility pricing structures were found to discourage conservation
because of declining block-rates which made each additional energy
unit cost less. Small residential users generally paid the highest
average rate.

(6) Elderly homeowners were unable to utilize their greatest finan-
cial resource—the equity of their homes—for insulation and other
maintenance efforts.

The regular refinancing market (second mortgages) was closed
to older homeowners, often solely on the basis of their age. Thus cut
off from the resources required to upgrade their dwellings, elderly
homeowners were confronted by high fuel bills as their homes declined
in value and marketability.

Mr. G. H. Wang, the retired director of the city of Chicago’s Hous-
ing and Energy Conservation Services, urged the committee to “aive
serious consideration and study on how to help the elderly to get
the equity out of their homes.” 7 He proposed that lending institutions
be permitted to issue “reverse mortgages” which could pay annuities
to retirees and then be repaid by their estates; and that the Govern-
ment explore innovative arrangements in which it could purchase
a home, upgrade it, and then lease it back to the original owner.

(7) Escalating gasoline prices were aggravating the already severe
transportation difficulties of many elderly.

Older Americans generally face transit problems because of physical
infirmities and declining income. Rising gas prices further restricted
their opportunities to operate private autos while, at the same time,
rising insurance and maintenance costs threatened cutbacks in the
special transportation programs designed to assist the elderly. (See
phap’oe)r X, section XI, for additional diseussion of transportation
issues.

II. CONGRESSIONAL ACTION ON ENERGY

During 1977, the Congress responded affirmatively to President
Carter’s call for the creation of a cabinet-level Department of Energy.
It also devoted a major portion of its time to the consideration of his
national energy plan. While action was not completed during the year
on this complex and far-reaching proposal, Senate-House conferees

s Hearings cited in footnote 1, part 6, p. 436.
7 Hearings cited in footnote 1; part 4, p. 253. See chapter VII of this report for further developments on the

‘‘reverse mortgage’’ concept.
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did agree on a number of provisions which promise to be of significant
assistance to the elderly. The Congress also appropriated a second $200
million round of crisis intervention funds for assisting the poor to
pay fuel bills during the 1977-78 winter. However, questions were
raised about the competency of CSA, the administering agency, and
the distribution of the first round of funding during August 1977.

A. ESTABLISHMENT OF THE DEPARTMENT OF ENERGY

On August 4, 1977, with praise for “unprecedented quick action by
the Congress,” ® President Carter signed the legislation creating the
Department of Energy (DOE) he had proposed 5 months earlier. This
twelfth Cabinet department combines the prior functions of the
Federal Power Commission, Federal Energy Administration, and
Energy Research and Development Agency, as well as parts of other
agencies. Its initial staffing totaled 20,000 employees and its budget
exceeded $10 billion.

The President proposed, in his fiscal year 1979 budget, that all low-
income weatherization efforts be transferred from CSA to this new
Department. The requested $198.9 million would permit insulation
of up to 857,000 homes for annual fuel cost savings estimated at about
15 percent by Energy Secretary Schlesinger.®

B. Actions oN THE NaTioNaL ENErRGY Pran

In April 1977, President Carter submitted to the Congress a
national energy plan whose major features, as described by the White
House, were:

—Conservation and fuel efficiency.

—Rational pricing and production policies.

—Reasonable certainty and stability in Government policies.

—Substitution of abundant energy resources for those in short

supply; and

—Development of nonconventional technologies for the future.!®

The plan has undergone considerable congressional revision. The
impetus for alteration was strengthened following the release of a
Congressional Budget Office analysis which pronounced the plan as
“overoptimistic,” ' and a General Accounting Office (GAO) critique
which asserted that it could not meet the conservation goals set by
the President. Monte Canfield, Jr., Director of GAQ’s Energy and

Minerals Division, testified before the House Committee on Govern-
mant Onerationa:

Since, under the best circumstances, plans designed to
meet goals often fall short, we believe that the plan approved
by Congress should be designed to provide a reasonable
opportunity of achieving the stated goals.?

Disagreements between the House and Senate positions on the
natural gas and tax portions of the energy plan had delayed final
action as of this writing. However, resolution had been reached on
the following items of importance to older Americans:

3 Washington Post, Aug. 5, 1977.

? Congressional Record, Jan. 27, 1978, p. E223.

104The National Energy Plan,” Executive Office of the President for Energy Policy and Planning;
Apr. 29, 1977; pp. IX-X.

11 Washington Post, June 1, 1977, p. Al.

12 New York Times, June 9, 1977.
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UTILITY RATE REFORM

The conference agreement requires State regulatory commissions
to make findings, within 3 years, on the appropriateness of time-of-
day, seasonal, cost-of-service, interruptible, and other rate measures
designed to spread demand on utilities and promote equity between
various user classes. These commissions are also required to pro-
hibit declining block rates unless they can provide a cost justification
for this traditional rate structure.

The agreement also authorizes DOE to intervene in these rate
proceedings; provides compensation for their costs to citizens who,
through their participation in a regulatory proceeding, substantially
contribute to the approval of rate changes; and requires the Energy
Secretary to review annually State rate actions and make further
recommendations to the President and the Congress. State regulatory
agencies are also encouraged to adopt procedures which protect
consumers against “abrupt” service termination, and to review
automatic fuel adjustment clauses. Utilities would be required to
provide better information to regulatory agencies to assist them with
these new responsibilities.

The Conferees rejected a provision, advanced by Senator Gary
Hart and adopted by the Senate, which would have mandated “life-
line rates” for the elderly.® Although this provision runs counter
to the conference decision to leave ratemaking, for the time being,
entirely within State control, the conferees agreed to reconsider this
decision if the tax conferees rejected a refundable tax credit for the
elderly which had been adopted by the Senate after its introduction
by Senators Domenici and Church.

FUEL ADJUSTMENT CLAUSES

In addition to the State review noted above, the Federal Energy
Regulatory Commission is required to conduct periodic reviews of
automatic adjustment clauses for the purpose of determining whether
they encourage conservation and reflect only costs susceptible to
periodic fluctuations.

In July 1977, the Senate Committee on Governmental Affairs
released new information showing that, during 1976, utility customers
paid $3.1 billion more for electric and natural gas than in 1975 because
of formal regulatory rate increases, but $9.6 billion more from fuel
adjustment clauses. Senators Edmund Muskie and Lee Metcalf wrote:

Tt thus appears that the FAC’s are being used by utilities,
with commission sanction, to throw & blanket over more
and more of the utility costs which should be openly reviewed
and subjected to challenge. . . . Abuse of fuel adjustment
clauses suggests that the public might be better served by

13 The lifeline concept would guarantee a subsistence level of energy to residential consumers for the lowest
rate charged by the utility to any customer. However, some analysts have asserted that the lifeline rate,
besides being an incorrect and inefficient means of redistributing income, would sometimes actually hurt
the low-income individuals it was designed to help (e.g., elderly persons residing in large, underinsulated
private homes or in master-metered a;ﬁmments whose landlords are charged commercial utility rates).
See ““ Electric Utility Rate Reform,” CRS Multilith 77-43 8, Feb. 14, 1977, pp. 21-22, and * Electric Utility
Lifeline Rates: Concepts and Practices,” CRS Multilith 77-229 E, Oct. 19, 1977. Senator Edward Kennedy,
at pp. S1986-88 of the Congressional Record of Feb. 21, 1978, had printed the testimony of MIT Economist
Lester Thurow before the Joint Economic Committee on ‘“ Energy Costs and the Poor.”” Professor Thurow
illsfs%rted t:‘lat refundable tax credits would be a more efficient means of alleviating the price burden than

eline rates.
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their abolition and reliance on traditional ratemaking
procedures.!*
AID TO THE STATES

Conferees authorized, through fiscal year 1980, $40 million for
grants to State public utility commissions to carry out their new
responsibilities, $25 million for the operation of State offices of con-
sumer services, and $23 million for the funding of innovative State
rate structure initiatives. In addition, an office was established within
FERC for the coordination of assistance to public intervenors who
substantially contribute to FERC deliberations.

RESIDENTIAL CONSERVATION

The conferees established a major role for utilities in assisting
residential customers to insulate their homes. Large utilities would be
required to send information to their customers regarding conserva-
tion, including lists of local insulation suppliers and finarncial institu-
tions willing to make conservation loans. At customer request, utilities
would have to inspect hoines to advise on weatherization measures;
the utility could also arrange for the installation and financing of
insulation in residential dwellings, by other institutions. However,
the loan and installation fees could be repaid by the customer as part
of his utility bill. The bill also directs the Federal Trade Commission
to study, and report to Congress within 18 months, whether utilities
should be permitted to provide installation and financing directly.
In the interim, utilities would be permitted to make conservation
loans of up to $300 and to install devices to improve furnace efficiency
and take advantage of off-peak discount rates.

C. WEATHERIZATION AMENDMENT

For low-income Americans, the conferees adopted a Senate amend-
men]tlintroduced by Senator Frank Church.”® The Church amendment
would:

—Extend FEA weatherization assistance to the near poor by raising

the eligibility limit from 100 to 125 percent of foverty level.

— Raise the material cost limit for assisted dwellings from $400
to $800, to permit adequate upgrading for homes requiring
extensive weatherization.

—Establish consistent rules for eligibility, grant limits, permissible
activities, and weatherization standards for both the CSA and
DOE low-income assistance programs.

—Require consultation between DOE and CSA in developing
programs and regulations.

—Make title IX Older American Community Service workers
eligible for employment in these weatherization efforts.

—Authorize $25 million for insulating HUD-assisted housing,
including section 202 projects for the elderly, experiencing
financial hardship because of energy costs.

1 “Electric and Gas Utility Rate and Fuel Adjustment Clause Increases, 1976,” prepared for the Sub-
committee on Intergovernmental Relations and the Subcommittee on Reports, Accounting, and Manage-
ment of the Senate Committee on Governmental Afiairs by the Economics Division, Congressional Re-
search Service, July 1977, p. VII. For additional discussion of FAC's, see pp. 151152, * Developments in
Aging: 1976, U.S. Senate Special Committee on Aging.

15 See Congressional Record, Sept. 9, 1977, pp. S14557-59 for Senate debate and agreement to this amend-
ment.

23-577 0 -78 -6



48

During 1977, the DOE weatherization program disbursed $27
million for the upgrading of approximately 115,000 homes; about
80 to 85 percent of these were occupied by elderly individuals. (The
Community Services Administration expended $82.5 million on
low-income weatherization activities in fiscal year 1977.) As noted,
President Carter wishes to transfer all such activity to DOE and has
proposed funding levels of $130 million in fiscal year 1978 and about
$200 million in each of fiscal years 1979 and 1980.

D. OTHER AcTIONS

In addition to these actions, conferees also approved a loan pro-
gram for all homeowners wishing to install solar Eeating, hot water,
cooling equipment, and a subsidized low-interest loan program for
conservation measures undertaken by families whose incomes fall
below the median for their area of residence.

NATURAL GAS PRICING

The issue of natural gas deregulation, which has been debated
since the 1954 Supreme Court ruling that gas piped across State
lines was subject to regulation, produced a deadlock of Senate and
House conferees for 3 months. However, on March 3, 1978, Senator
Henry Jackson announced that a majority of Senate conferees
had reached agreement on a formula which should be acceptable
to the House and permit the Congress to comPlete its work on the
National Energy Plan. That agreement would:"

—Raise the price ceiling on newly discovered natural gas from
the current regulated level of $1.48 per thousand cubic feet
(M ft?) to $1.85 per M ft*. It would then be allowed to rise,
from 1978 to 1982, at the rate of inflation plus 3.5 percent.
From 1982 to the end of 1984 it would rise with inflation plus
4 percent, and beginning in 1985 natural gas would be deregu-
lated. Controls could be reimposed, for one 2-year period, after
1985 if prices began rising too steeply.

—Extend price controls to Intrastate gas consumed in the State
of production.

—Protect residential consumers by allocating new, more expensive
gas to industry and other nonhousehold users until its price
becomes equivalent to substitute fuels such as heating oil (which
currently sells for the equivalent of $2.60 per M ft?).

The compromise agreement is expected to result in a doubling of
the wellhead price of new gas by 1985, although prices to consumers
will not rise that steeply because of the preferential allocation of
“old” gas, and because the wellhead price constitutes only about
one-third of the total cost of pumping and distributing natural gas.
Nonetheless, most estimates are that the plan will result in an addi-
tional $16 billion in consumer costs by 1985."

ENERGY TAXES

The cornerstone of the President’s energy plan was a crude oil
equalization tax, which would require the first purchaser of domestic

18 Washington Post, Mar. 8, 1977, p. Al.
t7 New York Times, Mar. 9, 1978, p. 45.
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oil (generally, the refiner) to pay the difference between the controlled
domestic price and the world price as set by the Organization of
Petroleum Exporting Countries (OPEC). It was anticipated that
the resultant higher prices would encourage conservation. The adminis-
tration also proposed, in order to cushion this tax’s impact on con-
sumers and the ecomomy, that the revenues collected be rebated
to taxpayers.

The House adopted the President’s proposal. The Senate, however,
was silent on the equalization tax but established an energy trust
fund where the income from such a tax could be collected and expended
on the financing of innovative production and conservation projects.

Energy tax conferees will not resolve these differences until after
final agreement is reached on the natural gas portion of the plan.
However, on the day that the gas compromise was announced, Senate
Finance Committee Chairman Russell Long was quoted as saying:

In my view the crude oil equalization tax could not be
passed by the Senate, as of now, under any imaginable set of
circumstances. . . . I tried to tell the administration that if
we passed that social security increase, the public would be so
tax-conscious that it would be difficult to pass another tax
increase of any sort.!®

E. DoMeENIcI-CHURCH AMENDMENT

When tax conferees meet, they will also consider the Domenici-
Church Refundable Tax Credit for the Elderly, adopted by an 88-2
Senate vote.!” That amendment would provide, in taxable years
1978-85, a refundable rebate of $75 to elderly households with ad-
justed gross incomes of up to $7,500. The credit would be phased out,
at a rate of $15 for each additional $1,000 income, resulting in its
loss above the $12,500 level. Older Americans will receive about $1
billion annually in financial assistance to defray rising emergy costs
if conferees adopt this provision.

During Senate debate on this amendment, Senator Domenici
stressed the need for relief and the fairness of this method of extending
it:

Basically, we have provided no assistance to those people
who are most hurt and least able to make ends meet because
of the energy crisis and its ever-increasing utility bills . . . we
all know that $75 would be a significant aid and asset to those
senior citizens who live on a fixed income. . . . We selected
the retundable tax credit because 1t 1s a sumple and easy
mechanism for providing relief to more than 10 million
elderly households and another 6 million aged individuals
who live alone . . . the Congress—in its collective wisdom—
has on many occasions used tax incentives to achieve socially
desirable objectives. Qur amendment is consistent with
previous practice. . . . We must not put our senior citizens
in a position of having to choose between heating their
homes or eating.

1 Source cited in footnote 16.
» For Senate debate and adoption, see Congressional Record, Oct. 27, 1977, p. S17885.
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Committee Chairman Frank Church added:

. . . the hearings held by the Special Committee on Aging
made it clear that older Americans have been hard hit by
rising energy costs . . . those hearings revealed that home
heating expenses this past winter ranged between one-fourth
and one-third of the disposable income of our retired elderly
people. . . . This is really a modest effort, but an important
step for those struggling on limited income. The formula is
practical. It would aid the elderly in greatest need . . . the
re{pr;d&ble tax credit can provide welcome and overdue
relief. . . .

III. OTHER DEVELOPMENTS
A. Crisis INTERVENTION

As noted in section IT of this chapter, the Congress responded to the
extreme weather of the winter of 1976-77 by appropriating $200 mil-
lion for crisis intervention by the Community Services Administra-
tion.2® Those funds were allocated to the States under a formula
based on the severity of the winter; the relative cost of fuel; the number
of low-income households; and the number of poor households headed
by elderly individuals. These moneys were available for direct pay-
ments to utilities of up to $250 on behalf of individuals whose income
did not exceed 125 percent of the poverty level; the elderly were one
of the groups accorded priority for assistance. Funds unexpended as
of August 31, 1977 were reprogramed to the CSA weatherization
program.*

This effort has been criticized as being too late and too short-lived.
Administrative problems also developed in some localities due to
strict interpretations of the guidelines for the use of the funds—for
example, the District of Columbis failed to allocate 40 percent of its
crisis intervention moneys although thousands of unfilled applications
for assistance were still pending.?

Despite the report of a House subcommittee alleging mismanage-
ment, waste, and employee fraud within CSA,? the House approved,
by a 182-181 vote, a second $200 million round of funding for crisis
intervention by the agency for the winter of 1977-78.%

B. WarNINGS oN AcCIDENTAL HYPOTHERMIA

At the Committee on Aging “energy impact” hearings, National
Institute on Aging (NIA) Director Robert Butler warned:

A shortage of energy to maintain proper indoor tempera-
ture, if combined with the reduced ability of older persons to
compensate for temperature changes can, therefore, have
devastating effects on the aged.”

2 Public Law cited in footnote 5. During this crisis, area agencies on aging were instructed to utilize
Older American Act funds for emergency assistance to older %ersons; AoA-IM-77-24, Feb. 9, 1977.

21 Reprograming guidelines were published in the Federal Register, Jan. 12, 1978, p. 1816-17.

22 Washington Post, Dec. 19, 1977, p. C1

23 Washington Post; Aug. 12, 1977, p. Al4.

2 House debate appears in the Congressional Record, Dec. 6, 1977, pp. H12663-78. These funds became
available when the House discontinued its opposition to the discontinuance of the B-1 bomber program.
1978 Supplemental Appropriations, Public Law 95-240, Mar. 7, 1978.

25 Hearings cited in footnote 1, part 4, p. 265.
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In December 1977, the NIA undertook an information campaign to
emphasize that energy conservation measures being undertaken by
conscientious Americans could, for the elderly in some cases, produce
fatal results. Accidental hypothermia is a threat for the 10 percent of
older Americans suffering from diseases of the circulatory system,
hypothyroidism, or taking phenothiazine antidepressant drugs. Dia-
betics and stroke victims are also high-risk candidates for this sudden
loss of body temperature. The NIA has advised all elderly persons to
maintain a home temperature of at least 70 degrees farenheit.?

C. WagrniNGgs oN INsuraTioN FrRAUD AND DANGERS

Americans have perhaps responded more strongly to the President’s
call for improved home insulation than to any other portion of the
energy plan. Federal Trade Commission (FTC) Chairman Michael
Pertschuk estimated to the House Commerce Committee that insula-
tion installations in homes jumped from 2.6 million in 1976 to 6 mil-
lion in 1977.” Unfortunately, the high demand for insulating ma-
terials has resulted in price increases, deceptive claims by some
manufacturers, and the sale of some products which can become cor-
rosive or highly flammable.

The FTC has taken action to remedy this situation. In November
1977, it sent notices to hundreds of insulation manufacturers and re-
tailers warning them of the illegality of “false or misleading” energy
savings claims and failure to disclose fire or other safety risks. Each
violation would be liable to a fine of up to $10,000. The FTC is also
readying new trade rules which would provide consumers with standard,
accurate ratings of the material’s energy-saving ability.?

D. State ActioNns

During the past year, many State utility regulatory agencies, and
State legislatures have taken actions to encourage energy conservation
and promote rate equity. For example:

—‘“Lifeline” utility rates were adopted in New Jersey and Colorado.

—Low and moderate income Ohio elderly are now eligible for a 25

percent rebate on their winter fuel bills.

—Declining block-rates were abolished, and peakload pricing estab-

lished, in Massachusetts.

—The use of automatic fuel adjustment clauses by electric utilities

was severely restricted in Virginia.

FINDINGS AND RECOMMENDATIONS

Energy prices have shot upward at a recordbreaking pace
since 1973—in large part because of the oil embargo, energy
shortages, and other factors. All Americans have been affected
in one form or another, but the elderly have been especially
hard hit, particularly those living on limited incomes.

2 Further details about hypothermia’s symptoms and treatment are available in ‘“ Aceldental Hy%o-
thengia: A Winter Hazard for the Old,” U.S. Public Health Service, DHEW Publication No. (NIH)
78-1464.

27 Washington Post, Feb. 25, 1978, p. D2,

23 Wall Street Journal, Dec. 1, 1977, p. 33.
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The energy cost squeeze affects older Americans in many other
ways. Failing health or limited income may make it difficult or
impossible to perform necessary repairs or to. conserve fuel or
energy.

Hearings conducted by the Committee on Aging in 1977 make
it clear that elderly persons have been drastically affected by the
rapid rise in energy prices since 1973. Energy costs for aged
households with incomes not exceeding $5,000 increased from 45
percent in the Western States to almost 68 percent in the North-
Central States from 1973 to 1976.

Elderly households in the Northeast with disposable incomes
under $5,000 spend more than $1 out of every $4 for energy.
Similarly situated households in the West spend almost 16 per-
cent of their disposable income for energy.

Increases in Federal income maintenance programs have not
kept pace with rising energy costs in recent years. Social security
and supplemental security income benefits increased about 28
percent between 1973 and 1976. However, energy price hikes were
substantially greater: Forty-two percent for electricity, 58 per-
cent for natural gas, and 83 percent for fuel oil.

The committee recommends that:

—The Domenici-Church energy tax credit amendment (see

pp. 49-50 for more detailed information) be enacted into law.

—Weatherization programs be substantially increased with
special attention to employing older workers to assist aged
homeowners,

—Consideration be given to establishing a special elderly
Consumer Price Index to measure more precisely the impact
of inflation upon their limited income.

—Effective outreach efforts be initiated to alert older Ameri-
cans about programs, whether they be crisis oriented or
otherwise, to help them.



CHAPTER 1V

HEALTH GOALS: COST CONTAINMENT, “ALTER-
NATIVES,” CURBING FRAUD AND ABUSE

The Senate intensified attention during 1977 to two urgent issues
directly related to the availability and quality of health care for all
Older Americans. ‘

In the face of rapidly rising health costs, the Administration pro-
posed, and Congress began consideration of, hospital cost containment
measures.

In addition, the Senate Committee on Aging renewed exploration of
alternative systems of health care for long term, chronically disabled
elderly, through a series of hearings on “Health Care for Older Ameri-
cans: The ‘Alternatives’ Issue.”’

I. HEALTH COSTS RISING

Clearly understood among the American people is the ab-
solute explosion in terms of hospital costs in our country in
recent times. Hospital rooms that 25 years ago cost $15 per
day are over $176 today. There has been an explosion in
terms of the hospital bills which the average American family
has to pay, either out of their pocket or through some kind of
an insurance program.

Whether they realize it or not, they are working longer
and longer every year in order to receive their health care
coverage. And the average worker now who is covered with
some form of hospitalization is working anywhere from 4 to
5 weeks annually to be able to receive coverage.!

What is perhaps not so clearly understood is that this burden of
escalating health costs is just as heavy, if not even more oppressive,
on retired and fixed income older Americans as it is on younger persons.
The cost-sharing amounts under medicare continue to increase, and
the gaps continue to widen between those items and services covered
by medicare and medicaid and those which must be met out-of-pocket
by individual older Americans.

A. INFLATIONARY TRENDS

During fiscal year 1975, total national health expenditures were
approximately $122 billion, representing $564.35 per man, woman, and
child in the population. These expenditures were 8.4 percent of our
Nation’s gross national product and represented a 15 percent increase
over the previous year.

! Senator Edward Kennedy, opening statement at a hearing on the Hospital Cost Containment Act of
1977, Subcommittee on Health and Scientific Research of the Senate Committee on Human Resources,
Washington, D.C., May 24, 1977.

(53)



54

During fiscal year 1976, total national health expenditures increased
another 14 percent, totalling approximately $139 billion, or $637.97
per capita; 8.6 percent of gross national product.?

As the table below shows, the costs of hospital care and nursin
home care have exhibited the sharpest increases: Since 1960, totzﬁ
national health expenditures for hospital care have increased by almost
552 percent, while expenditures for nursing home care have increased
an astounding 2,108 percent. During fiscal year 1976, hospital expen-
ditures alone accounted for 39.8 percent of total health expenditures
and nursing home care expenditures accounted for 7.6 percent.?

NATIONAL HEALTH EXPENDITURES BY TYPE OF EXPENDITURE, AMOUNTS
SELECTED FISCAL YEARS, 1960-76t

[Aggregate amounts in millions]

Research

Other and

health  medical

Physi- Drugs Nursing services  facilities

. Hospital cians’ Dentists’ anddrug home and  construc-
Fiscal years Total care services services sundries care supplies? tion

$25,856  $8,498  $5,580  §1,944  §3,591 $480  $4,068 $1, 694
38,892 13,152 8, 405 2,728 4,647 1,271 5, 461 3,228
69,201 25,879 13,443 4,473 7,114 3,818 9,338 5,137

122,231 48,224 22,925 7,810 10,269 9,100 16,324 7,579

139,312 55,400 26,350 8,600 11,168 10,600 18,904 8,290

1976—aged¢__..__ S 34,853 15,775 5, 863 722 2,177 8,032 51,683 ...
1976—aged expenditures as
percent of total . ..________ 25,02 28.47 22.25 8.4 24,87

1 Adapted from chart, ‘‘National Health Expenditures by Type of Expenditure, Amounts and Percent Distribution,
Selected Fiscal Years, 1929-76," Report cited in footnote 2, p. 4.

2 Includes other professional services, eyegl and appl
ment public health activities, and other health services.

3 Preliminary estimates. .

4 Health expenditures for the aged (age 65 and over) from ‘‘Age Differences in Heaith Care Spending, Fiscal Year 1976,”
Social Security Bulletin, vol. 40, No. 8, August 1977, U.S. Department of Health, Education, and Welfare, Social Security
Administration, p. 10. .

s Includes other professional services, eyeglasses and appliances, and other health services only.

expenses for prepayment and administration, Govern-

PP

From 1974 to 1976, inflationary price increases accounted for
approximately 78 percent of the rise in health and medical costs;
changes in the population, particularly the increasing aged population,
accounted for 5.7 percent of the increase; and changes in the types
and kinds of health services provided such as increased technology,
new medical services and treatments, and changes in utilization
patterns accounted for 15.9 percent of the increase in personal health
care expenditures.

Over a longer period, however, from fiscal year 1950 to fiscal year
1976, the Social Security Administration estimates that 54.6 percent
of the total increases in personal health care spending are accounted
for by price increases; 10.5 percent by population changes; and 34.9
percent by changes in the patterns and utilization of care available
and received.*

The public spending share of national health expenditures has also
increased rapidly, primarily as a result of medicare and medicaid.
During fiscal year 1960, before the advent of medicare, public ex-

14 Health Care Expenditures and Their Control,” The Health Staff, Education and Public Welfare
Division, Congressional Research Service, Library of Congress, May 25, 1977, pp. 2-3. Estimates include
all public and private spending for health services, construction, and rcsearch.

3 Report cited in footnote 2, p. 3. Preliminary estimates.

4 Report cited in footnote 2, p. 7.
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penditures accounted for 24.7 percent of total national health ex-
penditures. Public expenditures accounted for 42.2 percent of total
na;ioglal health expenditures for all age groups during fiscal year
1976.

For health care received by the elderly, public expenditures, in-
cluding medicare and medicaid, accounted for 67.7 percent during
fiscal year 1976.8

In fiscal year 1976, spending for the health care of the elderly was
17 percent higher than it was in the previous year, reaching $34.8
billion, 25 percent of total health expenditures.’?

B. ImpacT oN THE AGED PoPuLAaTION

As the following statistics show, higher health care costs have
a direct impact on the out-of-pocket share of health care costs borne
by older Americans themselves: &

—Per capita personal health expenditures for the elderly have
increased 37 percent from 1974 to 1976. (In 1974, personal expend-
itures were $1,109.54; in 1975, $1,335.72; in 1976, $1,521.36.)

—In 1976, medicare benefits paid only 43 percent of all the health
expenses of the elderly. If medicare premium payments and co-
charges made by the elderly themselves are deducted, medicare
paid for only 38 percent of all health expenses of the elderly.

—Medicaid paid for an additional 16 percent of health care expendi-
tures for the elderly in 1976.

—The aged themselves, or their families, paid 27 percent of all medi-
cal expenses in 1976, representing $404 per person. This figure
does not include any private health insurance premiums or medi-
care premiums and cocharges paid by the elderly themselves.®

MEDICARE OUT-OF-POCKET SHARE AGAIN INCREASES

In September 1977, the Department of Health, Education, and
Welfare announced an increase of 16 percent in the deductible amount
for medicare part A, hospital insurance, to take effect in January 1978.

During 1977, the part A deductible was $124; for 1978 the deductible
increased to $144.1° In addition, the coinsurance charges for long-term
hospital and skilled nursing home stays, which are linked to the deduct-
ible, increased by about 16 percent.

During 1977, medicare beneficiaries hospitalized from the 61st day
to the 90th day paid $31 per day; during 1978 they will pay $36 per

dav Madirara pnﬁnnfc dArawine unon their B0.dav lifetime roecarve
Aoy Medicare natiante drawin, on thewr Alldav hifetime v o

will have their daily coinsurancecchgrge boosted from $62 during 1977
to $72 during 1978. For a post-hospital stay of from 21 to 100 days in
a skilled nursing facility, the daily coinsurance charge rose in January
1978 to $18 from the 1977 level of $15.50.

5 Estimated. Report cited in footnote 2, p. 10.

8 ““Social Security Bulletin,” vol. 40, No. 8, August 1977, p. 10. This is a slight increase from fiscal year 1975,
when public expenditures accounted for 66 percent. Thess figures include medicare premiums, which are
paid out-of-pocket.

7 Reference cited in footnote 6.

8 Reference cited in footnote 6.

® The proportion of total medical expenses paid directly by the elderly themstlves has remained fairly
constant, but the dollar amounts have increased steadily. In 1975, the elderly paid 26.3 percent of total
medical expenses, or $351 per person. In 1974, 28 percent of total medical expenses were paid directly—$311
per person.

10 This increase is mandatory under existing law, which requires the deductible to be adjusted annually
according to changes in average per diem hospital costs covered by medicare.
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On January 3, 1978, the Department of Health, Education, and
Welfare announced that the monthly premium for medicare part B,
suﬁplementary medical insurance, which pays for doctor visits and
other out-of-hospital medical expenses, will increase to $8.20 per month
from the current level of $7.70 per month, effective July 1978. The
monthly medicare part B premium has chmbed steadily from $3 a
month when the program began in July 1966.

Senator Frank Church, Chairman of the Senate Committee on
Aging, and Senator Harrison Williams, Chairman of the Senate Human
Resources Committee, introduced legislation (S. 2190) on October 11,
1977, to give the Secretary of HEW authority to disapprove all or
a portion of the scheduled 16 percent increase in medicare hospital
charges. Representative Claude Pepper, Chairman of the House Select
Committee on Aging, introduced a bill on September 16, 1977, to
delay for 6 months, until July 1978, the scheduled increases. No action,
however, was taken on these bills.

ELDERLY MEDICAID RECIPIENTS DECREASE FOR SECOND YEAR

The fiscal year 1979 budget estimated that 3.47 million elderly
(those age 65 and over) VVﬂ% receive medicaid benefits during fiscal
year 1979—approximately 12 percent of all recipients.!!

This estimate represents a (Eacrease of 97,000 older Americans from
fiscal year 1978 estimates, and a decrease of 197,000 older Americans
from fiscal year 1977 estimates—when the elderly represented ap-
proximately 17 percent of all medicaid recipients.

The budget offers no explanation for these decreases, but reasons
may include State cutbacks in medicaid-covered services and social
security beneficiaries rising slightly above State income eligibility
levels as a result of recent OASDI and SSI benefit increases.'

11 ¢The Budget of the U.S. Government, Fiscal Year 1979,” Executive Office of the President.
13 See chapter I for discussion of cost of living increases in social security and supplemental security income
. benefits. Section 503 of Public Law 94-566, passed by Congress in October 1976, suthorized cost of living
increase disregards for persons entitled to medicaid because they receive SSI payments or State supple-
mental payments. The protection was not extended, however, to non-SS1 recipients with low incomes,
such as other OASDI beneficiaries. This provision protected approximately 30,000 persons nationwide from
los;ng their medicaid eligibility as a result of the S8I cost of living increase which went into effect in July
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In a letter to HEW Secretary Califano on December 6, 1977,
Senator Church asked for information on how many elderly individu-
als currently receiving medicaid lost their eligibility as a result of the
July 1977 OASDI benefit increase. The Department reported that data
is not available on the number of elderly who may have been made in-
eligible for medicaid payments as a result of the July 1977 cost of living
increase, but persons in 16 States which do not offer “medically
needy”’ programs could lose all medicaid coverage due to small in-
creases in income.’

C. Growing ConceErN ABouT TrENDs IN CHRONIC CARE: THE HIicH
CosT oF “INSTITUTIONAL Bias”

Projected increases in the elderly population, coupled with a leaning
in Federal health financing programs toward costly institutional forms
of long-term care, provide reasons for growing concern about the
structure of our Nation’s long-term care health delivery system.

The Congressional Budget Office estimates that total national
spending for long-term medical services in fiscal year 1976 was between
$18 and $20 billion.* Of this, approximately 45 percent, or $8 to $10
billion, was paid for by private sources, with the major share of these
private payments coming directly from consumers.

Of this estimated total spending for long-term medical services in
fiscal year 1976, the Congressional Budget Office estimates that am-
bulatory care or home health services represented a very small portion
of the total spending: from $1.1 to $1.4 billion. From $14 to $16 billion
went to nursing homes or sheltered living facilities and $3 billion to
long-term hospitals.!®

13 Currently, 35 States provide medicaid coverage to all persons receiving SSI payments. In 15 States,
medical coverage of SSI recigients is limited to those who can meet additional eligibility criteria, although
those persons may deduct their medical expenses from their income to establish eligibility—often referred
to as the medicaid “spend down’’ system.

““Long Term Care: Actuarial Cost Estimates,” A Congressional Budget Office Technical Analysis
Paper, August 1977, Congressional Budget Office, U.S. Congress, Washington, D.C., p. 11. See following
table for description of “long-term medical services’.

15 The CBO estimates that direct consumer payments were $7 to $9 billion. The remainder was paid by
private insurance policies or philanthropic organizations, See following table.

18 Report cited in footnote 14.



SOURCES AND USES OF FUNDS FOR LONG-TERM CARE SERVICES, FISCAL YEAR 1976!

[Doliars in billions]

Private Total Federal outlays State and local outlays
ofa
Total, Out of Insur- public Medi- Medi- Medi-
all sources Total pocket 2 ance Other Total care3 caid VA Other Total caid Other
All services_ _ _ 18.1-20.4 7.7-9.9 6.9-8.9 0.5 0.4-0.6 10.4-10.5 5.0 0.6 3.2 1.0 0.2 5.5 2.5 2.9
Institutional care_ 417.0-18.9 7.5-9.3 6.7-8.4 4 4.6 9.6 45 .3 3.1 1.0 1 5.1 2.5 2.6
Ambulatory and h 51.1-1.4 2-.6 .2-.5 ® (O] .9 .5 .3 .1 © .1 .3 .1 .3

1 All estimates exclude administrative cost of insurance or Government programs and social serv-
ices, assistance with routine chores, food preparation, etc. o

3 Includes payments by all income maintenance programs, including supplemental security in-
come, social security, and any State supplements.

3 {ncludes premiums paid by individuals for part B, supplementary medical insurance,

4 Institutional care includ todial services of long-term hospitals and psychiatric hospitals, ail

omes, homes for physically handicapped, blind, deaf, and mentally retarded, drug and alcoholism
facilities, and other sheltered living. i .

s Ambulatory and home care includes home health agencies, rehabilitation agencies, and private
practitioners other than physicians, dentists, and others who normally treat acute illness.

¢ Less than $50,000,000.

ﬁatients in facilities classified as skilled nusring facilities, intermediate care facilities, personal care
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D. Tue Nursing HoME SHARE

Nursing home costs continued to rise sharply in 1977. Total indus-
try revenues increased from $10.5 billion in 1976 to $12 billion in
1977. These costs are scheduled to increase to $14 billion in fiscal
year 1978 and projected at slightly more than $15 billion in the
President’s 1979 budget."

In 1979, the medicaid program by itself will continue to account
for roughly 50 percent of total industry revenues. Payments for
nursing home care continue to comprise the largest sector of medicaid
outlays, almost 38 percent of total medicaid payments.'s

Medicare’s contributions to nursing home care are small by com-
parison. In 1975, 3 percent of medicare went to nursing homes while
only 2.3 percent of medicare funds will go to nursing homes this year.
In the fiscal year 1979 budget, the percentage of nursing home outlays
to total medicare spending will drop to 2.29 percent.!®

Private contributions continued to be an important source of
nursing home payments in 1977. They have accounted for slightly
more than 45 percent of total nursing home revenues in 1976 and 1977,
and will continue to do so in 1978.2

E. Tae Furure

As the elderly population increases, and as costs for medical serv-
ices continue to escalate, the outlays for long-term medical services
for the elderly will grow rapidly.

Estimates of total national spending for long-term medical care
services, based on current programs with no legislative change, reflect a
rise to between $32 and $36 billion in fiscal year 1980, and from $63
to $75 billion in fiscal year 1985.

In 1985, spending for institutional services would be from $59 to
$65 billion, and skilled nursing home expenditures would quadruple
by 1985 to $48.6 billion. Ambulatory and home health services
expenditures would also increase, but remain a small portion of the
total long-term medical services outlays—rising to $4 to $10 billion
by fiscal year 1985.%

II. RESPONSES TO ESCALATING COSTS

Major legislation was introduced during 1977 to slow the rate of
increase in the costs of acute hospital care, and new health planning
guidelines were issned by the Denartment of Health, Education. and
Welfare to address an oversupply of acute-care hospital beds and
special care units.

A. HosprrarL Cost CONTAINMENT PROPOSALS

The administration’s hospital cost containment proposal was
introduced in April 1977.2 Title T of the Hospital Cost Containment

17 Report cited in footnote 11. . X

18 See following chapter on nursing homes and below for further discussion of medicaid nursing home and
other long-term care outlays.

19 Report cited in footnote 11.

2 Staff communication with budget official, Department of Health, Education, and Welfare.

21 Report cited in footnote 14.

2 H.R. 6575, introduced in the House by Representatives Rogers and Rostenkowski on Apr. 25, 1977,
introduced in the Senate by Senator Edward Kennedy on Apr. 26, 1977.
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Act of 1977 would establish an overall ceiling on increases in total
inpatient revenues, and provide that allowable increases would be
limited to approximately 9 percent by fiscal year 1981. Title IT of the
bill would set permanent limits on hospital capital expenditures and
set standards of no more than four hospital beds per 1,000 persons
and 80 percent aggregate bed occupancy for each health planning and
service area in the Nation. Exempted from the administration’s
proposal were chronic care hospitals, Federal hospitals, and hospitals
getting at least 75 percent of their revenues from federally defined
health maintenance organizations (HMO’s) on a capitation basis.

Outlining areas the administration hoped to concentrate on in
achieving cost savings, Secretary of Health, Education, and Welfare
Joseph Califano cited the overutilization of acute-care hospitals by
chronically ill patients:

Right now there are 700,000 people in the Nation’s acute-
care hospitals. As many as 100,000—almost 15 percent—of
them do not need to be there and could be better cared for at
home, in skilled nursing facilities, or on an outpatient basis.
These patients are generating excess charges of $7 million
per day just for operating costs, or $2.6 billion a year.” ®

Secretary Califano estimated that the administration’s hospital
cost contalnment program would result in savings of $1.9 billion a
year in the first year, and that savings to medicare and medicaid
would be approximately $650 million.**

In May 1977, Senator Herman Talmadge, Chairman of the Health
Subcommittee of the Senate Finance Committee, introduced a second
major hospital cost containment measure.”® The Medicare and
Medicaid Reimbursement Reform Act would establish a new method
of reimbursement for routine hospital operating costs under medicare
and medicaid, providing incentive reimbursements for hospitals
whose Toutine costs are below the average and penalties for those with
costs exceeding 120 percent of the average. The bill would also
encourage physicians to accept assignment under medicare by per-
mitting them to submit simplified billing forms and providing an
administrative cost savings allowance above regular payments;
establish a new Health Care Financing Administration in the De-
partment of Health, Education, and Welfare with responsibility for
both medicare and medicaid;? and establish performance ecriteria
for medicaid.

Hearings were held on the administration’s bill in the House and
by the Senate Human Resources Committee during May and June
1077.7 The Senate Finance Committee held hearings on hospital
cost containment proposals in June and October 1977.

23 Tn testimony before the House Subcommittees on Health and Health and the Environment on May
11, 1977, and before the Senate Finance Committee on June 7, 1977.

2¢ Testimony cited in footnote 23.

25 3. 1470, The Medicare and Medicaid Reimbursement Reform Act, was introduced in the Senate on
May 5, 1977. A similar measure, H.R. 7079, was introduced in the House of Representatives by Representa-
tive Rogers on May 10, 1977. X A

1 A new Health Care Financing Administration was created in March 1977 by an executive reorganiza-
tion of health programs within HEW. See section on “Increased Attention to ‘Alternatives’’ for further-
discussion of responsibilities.

17 An amended version of the administration’s bill was ordered reported by the Senate Human Resources
Committee in August 1977.
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Other hospital cost containment measures were introduced during
the year, but no final action was taken.?

This legislation remains a priority for the administration, however,
and the fiscal year 1979 budget again proposed hospital cost contain-
ment legislation, citing savings to medicare part A (hospital insurance)
of $630 million in fiscal year 1979. The budget estimates that this
proposed legislation would also save the medicaid program $100
million during fiscal year 1979.2°

On January 30, 1978, representatives of the Nation’s health in-
dustry, including the American Medical Association and the Feder-
ation of American Hospitals, announced the formation of a national
network of medical and hospital committees designed to hold down
hospital costs on a voluntary basis.?® The group announced that the
goal of the voluntary effort would be to reduce the growth rate of
hospital costs by 2 percent a year in each of the next 2 years.

B. Heavte PranNing GUIDELINES ADDREss HospiTaL BEp
OVERSUPPLY

On September 23, 1977, the Department of Health, Education, and
Welfare issued advance notice of proposed national guidelines for
health planning #, as required by Public Law 93-641.%

Proposed guidelines for general hospital beds included provisions
to ensure fewer than four non-Federal, short-term hospital beds per
1,000 persons per health service area, and an average annual occupancy
rate of at least 80 percent for all non-Federal, general short-term
hospitals in a health service area, except under extraordinary circum-
stances.

On December 6, 1977, the House of Representatives passed a resolu-
tion % expressing a concern that the proposed guidelines would impose
unrealistic performance requirements on small, rural hospitals,
forcing them to close. The resolution expressed the sense of the
Congress that the guidelines should include sufficient flexibility to
allow a health systems agency to recognize special circumstances in
rural areas.

Final rules for national guidelines for health planning were pub-
lished by HEW in March 1978, which more clearly stated local flexi-
bility in final decisionmaking.®*

Also in January 1978, bills were introduced in the House and the
Senate to amend and extend authority for health planning and health
systems agencies.® The bills would extend titles XV and XVI of the

1 Including the State “ost Control Plan for Hospitals Act of 1977, introduced by Senators Schweikel
and McIntyre (S. 1878) in the Senate and by Representative Rogers (H.R. 8633) in the House; and amended
versions of the Administration’s bill introduced in the House by Representative Rogers (H.R. 9717) and
Rostenkowski (H.R. 8337).

2 Report cited in footnote 14.

30 New York Times, Jan. 31, 1978,

31 Federal Register, vol. 42, No. 185, Sept. 23, 1977, p. 48502. The proposed planning gujdelines for local
health systems agencies covered general hospital beds, obstetrical inpatient services, pediatric inpatient
services, neonatal intensive care units, open heart surgery units, cardiac catheterization units, radiation
therapy, CAT scanners, and end-stage renal disease.

3 Section 1501 of the Public Health Service Act, as amended by tha National Health Planning and Re-
sources Development Act of 1974. This law created a nationwide network of health systems agencies with
responsibility for areawide health planning and certification of need for new health services.

& H. Con. Res. 432, passed by a vote of 357 to 0.

# Federal Register, Vol. 43, No. 60, Mar. 28, 1978, p. 13040.

35 Representative Rogers introduced the Health Planning and Resource Development Amendments of
1978 in the House of Representatives (H.R. 10460) on Jan. 19, 1978. The Health Planning Amendments of
1978 (8. 2410) was introduced in the Senate by Senator Edward Kennedy on Jan. 23, 1978.
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Public Health Services Act (Public Law 93-641) for 3 years. As addi-
tional measures to fight hospital cost increases, the bills include a
provision to establish a program to encourage hospitals to close,
merge, or convert unnecessary facilities and services on a voluntary
basis. Incentives would be granted through payments to encourage
Elanning, development, and delivery of ambulatory care services,

ome health care services, long-term care services, and other alterna-
tives to hospital care. The incentive payments could also be used
for the costs of construction and acquisition of equipment.

C. Prrrasis 1N Hospirar CosT CONTAINMENT?

It is clear that an overall reduction in hospital costs would carry
great benefits for the Nation’s elderly population as a whole, but
close attention must be paid to the long-term effects of hospital
cost cutting measures on the delivery of health services to the elderly.

The Committee on Aging urges that a hospital cost containment program
adequately address important questions about the kind of care needed and
most appropriate for our Nation's growing elderly population. A cost
containment program must also assure an appropriate priority-setting if
some hospital services are dropped to achieve cost savings.

A cost containment program, for example, must not force hospitals
to cut some of the newer and more promising services. Many hospitals
are just now beginning to develop home care departments, but the

_proportion is still low—just 6.8 percent of 6,592 hospitals in the
United States.®

A program must also insure adequate safeguards against “dumping”’
of patients who represent long stays and higher costs. This danger was
discussed during Senate hearings on the administration’s bill,¥ and
gzla,ls raised by the Congressional Budget Office in an analysis of the

ill:

The administration’s proposal could induce some hospitals
to admit more patients that are inexpensive to treat, such as
simple surgery cases and candidates for diagnostic testing,
and to direct expensive cases elsewhere. Some expensive
cases might be referred to teaching hospitals, and others
might end up in county and municipal hospitals that have no
choice in the patients they accept. While there would be some
protection in the administration’s proposal against a hospi-
tal’s “dumping” charity patients and patients whose n-
surance pays less relative to other types of payers, there is
no provision to prevent adverse selection by type of diag-
nosis. Neither would the proposal recognize this tendency by
allowing higher growth rates for the hospitals that must
treat additional expensive cases.®

3 From testimony of Judith Walden, R.N., director, Hospital Home Health Care, Albuquerque, N. Mex. *
at a hearing on ““Health Care for Older Americans: The “Alternatives’ Issue,” May 16, 1977, before the Sen”
ate Special Committee on Aging, Washington, D.C. Data collected from a survey of hospitals done by the
American Hospital Association in 1976. The Bureau of Health Insurance reports even less—280 certified
hospital-based home health agencies of a total 2,361 agencies certified for medicare. .

37 Senator Schweiker raised this point with Secretary Califano during a Senate Health Subcommittee
(Human Resources Committee) hearing on May 24, 1977: *On quality of care, as soon as you put on a cap,
administrators are going to have to worry about profit and loss: and will they not begin to look at patients
with that in mind? And it seems to me that expensive patients whose care entails a great deal of extra ex-
pense are now going to become a red flag to a hospital administrator, because, with a cap, he cannot make
ends meet. Now, the focus is on saving lives. But with a penalty for increasing, a penalty for decreasing,
there will be a disincentive to give them maximum service.”

38 “The Hospital Cost Containment Act of 1977: An Analysis of the Administration’s Proposal,” prepared
for the Subcommittee on Health and Scientific Research of the Committee on Human Resources, U.S.
Senate, Congressional Budget Office, July 1977, p. 18.
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As a group, older Americans would clearly appear to be at the most
risk of “dumping” and shuffling from hospital to hospital as adminis-
trators attempt to cut costs. ’F his may be true both because elderly
patients may indeed represent longer and more expensive stays, as
well as lower reimbursement.?

Careful attention must also be paid to incentives for the develop-
ment of noninstitutional medical care, if the cost savings projected by
the administration as a result of discharging inappropriately hospi-
talized patients are to be realized. The incentive payments to hospi-
tals for development of alternative health services proposed in the
Health Planning Amendments of 1978 *0is g step in the right direction,
but as the following section of this report illustrates, very little prog-
ress has been made in recent years in developing these alternatives.
Gaps remain wide.

III. THE “ALTERNATIVES” ISSUE

The Committee on Aging conducted a series of hearings during
1977 to explore progress being made in the development of so-called
“alternatives to institutionalization” for chronically ill and disabled
elderly.t

Senator Church, Chairman of the Committee, described the “alter-
natives issue’” in a statement at the first hearing: 4

My statement for this timely hearing can be summed up
with one question: If costly hospital and nursing home care
1s inappropriate for many older persons who need sustained
but not full-time attention in an institution, where are such
persons to turn for help?

The standard reply to that question, particularly since the
White House Conference on Aging in 197 1, has been that
alternatives to institutional care must be developed, and
among those alternatives should be home health care, home
help and chore service, adult day centers for regular drop-in
help, hospital-based outpatient facilities, meals-on-wheels,
sheltered housing, and combinations of all these possibilities.

I have some quarrel with the use of the word “alterna.
tives,”” and I hope that these hearings will make the point
that often there can be no substitute for the nursing home
or the hospital for people who need the staff and daily
routine which only an institution can provide.

I tend to agree with the consultant to this committee who
recently wrote:

““The use of the term ‘alternatives to institutional care’ to
describe a relatively small number of community approaches
1s unfortunate since it seems to imply either/or solutions with,

3 Most hospitalization costs for the elderly are paid for through public health insurance programs and
hospitals often complain that these programs reimburse at an amount less than actual cost. During fiscal
year 1976, medicare, medicaid, and other public programs combined paid for 81 percent of hospital expendi-
tures for the elderly.

10 See discussion of legislation to extend authority for health planning and health systems agencies above.

¢ “‘Health Care for Older Americans: The ‘Alternatives’ Issue.” Senator Lawton Chiles chaired hearings
in Washington, D.C., on May 16, 1977, May 17, 1977, June 15, 1977, and Sept. 21. 1977, and a hearing in Tal-
lahassee, Florida on Nov. 23, 1977. Senator John Glenn chaired a hearing in Cleveland, Ohio, on July 8,
1977. Senator Edward Brooke chaired a hearing in Holyoke, Mass., on Oct. 12,1977, Parts 1 through 7, Hear-
ings before the Special Committee on Aging, U.S. Senate.

2 Hearings cited in footnote 41, part 1, May 16, 1977.

23-577 0 - 78 - 7
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more often than not, an implied rationale based entirely on
economic considerations.”

In other words, we have to develop community based
systems in which there is a role for institutions and 2 role for
other forms of help, provided when people need it, in the
home or elsewhere.

Senator Lawton Chiles, who chaired the hearing series, identified
one of the issues addressed by many witnesses:

Five years after the 1971 White House Conference on
Aging where so much was said about the need for alternatives,
we can even ask whether we are making any real progress in
providing them. As I have already indicated, medicare and
medicaid give scant encouragement to development of non-
institutional care.

It could be said, however, that since the 1971 conference
other funding sources have emerged. The title XX social serv-
ice program under the Social Security Act is now helping pay
the bill for some alternatives care. The Older Americans Act
has been mandated by the Congress to make home health 2
priority matter. But the increase in the programs involved
has also resulted in fragmented funding, widely varying eli-
gibility requirements, and a great deal of confusion.

A. StiLt, WitHout A FEDERAL PoLicy

The hearings served to point out, however, that 7 years after the
last White House Conference on Aging, Federal actions have not
helped the Nation come any closer to realizing the goal of a compre-
hensive system of alternative community health and support services
for the elderly than was the case then.

The hearings made it apparent, in fact, that there were still no clear-
cut Federal policies in long-term care:

When I was asked if I believe that this Nation had pro-
gressed toward providing alternatives since the White House
Conference on Aging in 1971, I would be compelled to respond
negatively. The reality is that we are faced with potentially
decreasing those chances, rather than expanding the oppor-
tunity if we define alternatives as nonhealth care Insti-
tutions.*

* * ¥ * % * *

Older people with broad chronic health social service
problems are limited to publicly supported, narrowly focused,
acute medical resources. This issue, as I have pointed out,
was fully outlined in 1971 before the White House Con-
ference. As recently as last year, the Anglo-American con-
ference put on by the Institute of Medicine and the long-
term care data conference in Tucson repeated this

© Hearings cited in footnote 41, part 1, May 18, 1977. .

¢ Testimony of Marie Callender, President. Connecticut Health Plan, Bridgeport, Conn.; former Special
Assistant fo Nursing Home Affairs, Department of Health, Education, and Welfare; member, National
Health Insurance Task Force: Director, Office of Research and Manpower, Administration on Aging, De-
partment of Health, Education, and Welfare. Hearings cited in footnote 41, part 2, May 17, 1977.
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observation and the inappropriateness of the medical-focused
system that we now have.*

* * %* % *® %* %

You are quite correct that at this particular time the
Department "does not, appear to have a consistent, well
thought out set of policies with respect to alternatives.
It seems to me that we should have a sense of response and
accountability so that we know where to turn to see why
certain things are done and not done.*

Ed % * ] * % *

We have already studied a great deal about alternatives
and we have not systematically, in my view, compiled that
information in a way that is meaningful to policymakers
so that we can go on to another stage which is to make de-
l(ii;ions about how to implement policy on that which we

ow.

I believe that unless there is responsibility taken in key
places in HEW, we will be no further along in 6 months or
a year than we are right now.¥

B. A New ComMirMENT BY HEW?

In March 1977, HEW Secretary Califano announced the formation
of a new Health Care Financing Administration (HCFA) under a
major reorganization of Federal health care financing components.
HCFA was to consolidate medicare, medicaid, professional standards
review, and research and statistics programs related to health care
financing into one agency. The work of the new agency was to be di-
rected to containment of health care costs and reform of Federal health
care reimbursement programs.

Senator Chiles outlined the committee’s concerns in an early
hearing:

Heavy emphasis is being put on reorganization and upon
the need to judge objectively the effectiveness of programs.,
The HEW reorganization, which calls for a new Health Care
Financing Administration, with responsibility for medicare
and medicaid, could be constructive if it finally ends the
divided administration over these two programs. But will
the new Health Care Financing Administration also bear
responsibility not only for reimbursement of institutional
care but for all the other forms of care that an increasingly
aging population will require? That is another question for
HEW. If answers are not readily available, this committee
will certainly work together with HEW to make certain they
are forthcoming.*8

4 Testimony of Stanley J. Brody, professor for social planning, departments of physical medicins, reha-
bilitation, and psychiatry, school of medicine; and professor of health care administration, Wharton School,
University of Pennsylvania. Hearings cited in footnote 41, part 2, May 17, 1977. .

46 Testimony of Dr. Robert Butler, Director, National Institute on Aging, National Institutes of Health,
Department of Health, Education, and Welfare. Hearings cited in footnote 4}1,11part 3, June 15, 1977.

47 Testimony of Robert Derzon, Administrator, Health Care Financing Administration, Department of
Health, Education, and Welfare. Hearings cited in footnote 41, part 3, June 15, 1977,

@ Opening statement, hearings cited in footnote 41, part 1, May 16, 1977.
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At a later hearing with administration witnesses, Senator Chiles
again pursued this question of assignment of responsibility for long-
term care program alternatives within the Department of Health,
Education, and Welfare:

Mr. Derzon . . . the important question is the one that
we talked about at our last meeting. When and where are
we going to have a focal point for long-term health care
development within the Department of Health, Education,
and Welfare? I think you agreed with me last time that
this was essential. Our frail and elderly population is growing
every day and in trying to develop alternatives the planning
is already overdue.

It seems since our last meeting in June, the only changes
I am aware of seem to represent a further diffusion of
responsibility. You are telling me how you are going to
divide this up between the groups in the Department, and
there are good and valid reasons for dividing it up; but I
want to know who is going to be the captain of the ship
and who do we look for and who do the people look for and
where is the focal point? *8*

In October, the administration made a commitment to the com-
mittee to make the development of community systems of long-term
care a high priority. The HEW response was made available to Senator
Chiles in late October 1977.

HEW Secretary Califano said:

Long-term care involves a complicated issue which will
require continuous effort and coordination to develop con-
sistent policy throughout the Department. I recognize that
the operations and policy development work of many offices
throughout the Department affect long-term care policy.
And while these offices will carry on with their present oper-
ating responsibilities, it is critical that a central focal point
be established to ensure that HEW policy is consistent and
that it is developed in a timely and coordinated fashion that
meets congressional deadlines as well as our own needs.

I believe there is little disagreement in HEW on the merits
of supportive services to keep the elderly and chronically dis-
abled in their communities. The larger and more difficult
questions are financing and administrative feasibility.*®

HCFA was designated as the focal point in development of Depart-
mental policies on long-term care and the following timetable of
activities was transmitted to Senator Chiles:

1. Home Health Analysis—December 1978. This will be &
major effort conforming essentially to the provision for a full
study of home health services outlined in H.R. 3, The Medi-
care and Medicaid Fraud and Abuse Act. Major areas to be
studied include availability, administration, provision, reim-
bursement, and cost of home health and other in-home

4 » Hearing cited in footnote 41, part 5, Sept. 21, 1977. .
9 o M70mo to Administrator, Health Care Financing Administration, from Joseph A. Califano, Jr., Oct .
1, 1977.
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services under titles XVIII, XIX, and XX. Interprogram
coordination issues, utilization control, and prevention of
fraud and abuse are other issues that will be included in our
report to Congress.

2. National Health Insurance and Long-Term Care—
March 1978. The administration plans to propose national
health insurance legislation early in 1978. An integral issue in
NHI is how long-term care services should be treated. This
analysis has already begun and will continue as plans for the
overall proposal are formulated.

3. Development and Testing of Magjor Structural Reforms—
Development, December 1978; Project Implementation
Through 1982. In order to eliminate problems of fragmenta-
tion and institutional biases in long-term care, we plan to
develop and test major alternative service delivery and
financing methods. The general goals of these efforts, which
will be of a long-range nature, will be to test models for coor-
dinating services and providing a community based con-
tinuum of care for the population at risk. We will test various
service combinations, organizational and administrative ar-
rangements, and types of financing. Developmental work
will take place during the next year, and demonstrations
should run for 3 years after that. We believe that such a com-
prehensive and long-range effort is necessary in order to
answer questions about needs for and costs of services under
differing organizational and financing arrangements.

4. Analysis of Program Benefits—August 1978. During
the next year we will undertake analyses of the results of the
section 222 experiments and other relevant data to assess the
feasibility of including such benefits as homemaker and day
care services in medicare and medicaid. We will also continue
our current activities aimed at improving the provision and
assessment of the quality of institutional and noninstitutional
long-term care, including the analysis of reimbursement
issues, incentives, and greater involvement of consumers,
providers, and health planners.5

The home health analysis promised to Congress by December 1978,
was mandated by Public Law 95-142, the Medicare-Medicaid Anti-
Fraud and Abuse Amendments.®* Section 18 required HEW to submit
to Congress, within 1 year, a report “anslyzing, evaluating, and
making recommendations with respect to all aspects (including the
availability, administration, provision, reimbursement procedures,
and cost) of the delivery of home health and other in-home services
authorized to be provided under titles 18 [medicare], 19 [medicaid],
and XX [social services grants to States] of the Social Security Act.”

The law requires the report to include recommendations regarding
the scope and definition of services, eligibility requirements, service
standards, procedures for control of utilization and quality assurances,
reim bursement methods, and prevention of fraud and abuse.

. % Letter to Senator Lawton Chilss, Senate Special Committee on Aging, from Robert Derzon, Admin-
istrator, Health Care Financing Administration, Oct. 27, 1977.
#! Signed into law on Oct. 25, 1977. See for further discussion of provisions of this law.
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HEW has begun work on this report, which will include an analysis
of the in-home services 1provided through the aging network under
titles ITI and VII of the Older Americans Act.

C. Waice Way NexT?

Committee on Aging hearings during 1977 and recent reports
issued by the Congressional Budget Office * and the General Account-
ing Office ® offer compelling reasons for a closer attention to the
development of community alternatives to institutional health care.

An estimated 1.6 million people of all ages were institutionalized
in chronic hospitals and facilities for the deaf, blind, and disabled,
in nursing homes, and in personal or domiciliary care facilities in 1976.
The Congressional Budget Office estimates that this institutionalized
%opulation will increase to 2.1 million in 1980 and 3 million by 1985.

etween 80 percent and 90 percent of this institutionalized population
is elderly.

The majority of disabled persons, however, are not in nursing
homes or other long-term care institutions. Most are living in the
community. The Congressional Budget Office estimates that in
1975 the range of noninstitutionalized functionally disabled individuals
was between 3.9 to 8.3 million, and that this range is expected to
increase to between 4.2 and 9 million in 1980 and 4.5 to 9.6 million
n 1985.

These estimates of potential need for community support services
are confirmed by a recent study conducted by the Genera Accounting
Office in Cleveland, Ohio, which estimated that 23 percent of Cleve-
lands’ noninstitutionalized over 65 population were impaired in four
or more of five functional areas, therefore requiring some assistance
and help from community sources.**

Approximately 5 million elderly alone may now be in need of some
form of community support if this estimate is true of the Nation.

The Congressional Budget Office estimated that from 800,000 to
1.4 million functionally disabled individuals were receiving no form
of care in 1975.%

The report estimated that home health care and day care services
were available to between 300,000 and 500,000 persons in 1976. At
the most conservative estimate, the demand for adult day care and
home health care exceeded the supply by 1.5 million people.

The demand for personal care homes, sheltered living arrangements
and congregate housing also far outshadowed the estimated supply
in 1976. Again, at the most conservative estimate, over 1 million
persons were not served.

824 Long-Term Care for the Elderly and Disabled,”” Budget Issue Paper, Congressional Budget Office,
Congress of the United States, Washington, D.C., February 1977.

83+ The Well Being of Older People in Cleveland, Ohio,’”’ Teport to Congress by the Comptroller General
of the United ‘States, Apr. 19, 1977, Report No. HRD-77-70. .

# Report cited in footnote 53. The five areas of human functioning which were as§essed in the study were
social status, economic status, physical health, mental health, and ability to do daily tasks. Other findings
of the study were that family and friends constituted a largc source of services (9 out of 10 people sampled
received some service from family or friends); that impaired older people received a variety of services from
118 different social service agencies. Of the more than $74 million spent in Cleveland in 1975 to provide sup-
port, $58.6 million was for health services under medicare and medicaid and income support through sup-
plemental security income. Of the remaining $15.7 million flowing through social service agencies, 60 per-
cent was Federal, 26 percent private, 10 percent city, and 4 percent county. This $15.7 million went through
84 local agencies and came from 23 Federal programs administered by 7 Federal agencies.

8 Report cited in footnote 52.



69

LONG-TERM CARE ESTIMATED SUPPLY AND POTENTIAL NEED, FOR CALENDAR YEAR 1976, ADULTS

[In millions)
Estimated !

potential Estimated

Type of treatment need supply
Nursing home care:

Skilledcare. ... 0.7 0.9

Intermediatecare._______________ _ ___ _TTTTTTTTTTTTTTTTTTTTTTTT .6 .4

Personal care homes, sheltered living arrangements, and congregate housing. 1.5-1.9 .3-.8

Home health care and daycare. _._____________ T __ T " ™ L7-2.7 .35

Informal family care only or no care_________ - " TTTTTTTTTTTTmm T 1.04.0 3.6-7.2

Source: CBO estimates.
COST QUESTIONS UNRESOLVED

Home services have constantly been required to prove they
cost less money. Less money than what? Hospital care, nurs-
ing home care, intermediate care? Hospital and true skilled
nursing home care, yes; but why intermediate care? . . .
If we were to divert even a portion of the resources of this
program to home care, it would be better use of the health
care dollar. . . . To continue our present posture into the foray
around national health insurance will only serve to delay an
alternatives program and spend many more billions of dol-
lars inappropriately. We have, to date, articulated a national
policy on alternatives in spite of the statements that we have
none. What present policy so dramatically displays is that
alternatives is not a program we wish to pay for, as long as
that alternative is a person’s private home, or if it is a living
expense rather than a health care expense.’

While there is continuing debate and testing of questions of cost
effectiveness of home services, it remains true that definitive answers
on cost effectiveness cannot be achieved until much more progress
is made on the development and provision of alternative services.

A second report issued by the General Accounting Office during
1977, however, has provided some new insights. At the conclusion
of their 2-year study in Cleveland, GAO reported :

Until older people become greatly or extremely impaired,
the cost for home services, including the large portion pro-
vided by families and friends, is less than the cost of put-
ting these people into institutions. To put these same people
in public institutions would cost the public more because pub-
lic agencies are spending fewer dollars per person than are
spent for institutional care.

The GAO estimated that only about 10 percent of the noninsti-
tutionalized elderly population are at a level of impairment in which
the cost of required home services, including the value of services pro-
vided by family and friends, are equal to or greater than the costs of
institutional care. This is largely true, however, because family and

© Testimony of Marie Callender befors Senate Committee on Aging, hearing cited in footnote 44.
o ‘“Home Health—The Need for a National Policy to Better Provide for the Elderly,” report to the
Congress by the Comptroller General of the United States, Dec. 30, 1977, Pub. No. HRD-78-19.
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friends are providing up to 80 percent of the needed support at the

more impaired levels.
The GAO report concluded:

The true costs of maintaining the elderly and sick in their
own homes have been largely hidden because the greatest
ortion of such costs represent the services provided by
amilies and friends rather than those provided at public
expense. The importance of the family and friend is evi-
denced by the fact that the greatly or extremely impaired
elderly who live with their spouses or children generally are
not institutionalized whereas those who live alone usually
are. Thus, the potential for home health benefits as an alter-
native to institutionalization depends largely on a person’s
living arrangements.

A number of other experiments designed to measure the compara-
tive costs of expansion of home-delivered services and institutional-
based services are now nearing completion % and more information
will be available during 1978 and beyond which will be of use to
policymakers as a national long-term care policy is fashioned.

PROGRAM FLEXIBILITY AND THE CURRENT INVESTMENT

“As we address the issue of alternatives to institu-
tionalization, our prime concern should be the wishes
of the older persons themselves. The desire to remain
independent 1s a_compelling force in the lives of the
elderly, and should be reinforced by whatever methods
we can devise.” 5

—Senator Pete Domenici.

“We have to develop community based systems in
which there is a role for institutions and a role for other
forms of assistance, based on what people need, when
they need it, provided in the most appropriate setting.
In order to do this, we must achieve a mix of what are
now strictly defined ‘health’ services and ‘social’ services.
Achieving this mix at the local level is one of the most
challenging problems we now face.” *°

—Senator Frank Church.

The confusion between what is health, and allowably financed out
of the national health care dollar, and what is social service, and
allowably financed out of the national social service dollar, is evident
when the major Federal sources of funding for “glternative’’ services
are examined.

Witnesses during Committee on Aging hearings also offered sub-
stantial evidence of the challenges this presents to practitioners:

% Public Law 92-603, the 1972 amendments to the Social Security Act, authorized the conduct of experi”
ments and demonstrations to determine the costs of providing day care and homemaker services as_alter”
natives to present medicare home health benefits and to determine their effectiveness in preventing or
delaying institutionalization. The experiments have been completed, and the Health Care Financing
Administration and the Public Health Service are now analyzing the results. i i .

# Statement of Senator Pete V. Domenici, hearings of the Senate Committee on Aging cited in footnote
41, part 1, May 16, 1977. .

& Statement of Senator Frank Church, hearings of the Senate Committee on Aging cited in footnote 41,
part 3, June 15, 1977
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Because of the wide variety of services needed and the
many different Federal programs covering the cost, On Lok,
like other similar programs, is forced to look to many
different Federal, State, and local funding sources for
support. Each of these has its own rules and requirements.
Instead of getting reimbursement for services offered, pro-
grams have to be manipulated to meet the needs of the
funding sources and their administrators. In addition, we
get caught in the game of musical chairs, where Federal
agencies refer us to local and State resources, and they in
turn send us right back to Washington. I leave it to your
Imagination to figure the costs of such games to small
projects as ours.®

* % % =® %

The tremendously complex tasks of dealing with variations
1 eligibility for our patients under titles XVIII, XIX, and
XX of the Social Security Act, and titles III and VII of the
Older Americans Act can be disheartening if not over-
whelming.

The problem is also one of lack of “crosswalks” from one
program to another. Realignment of these programs to make
them more consistent with one another would make possible
the more efficient utilization of available dollars.®

& % % ® %

Bias toward acute care permeates the health care system.
This bias has sired regulatory controls that limit eligibility
and funding for medicare benefits. Many chronically ill
persons require more than medical care . .. Federal
regulations selected a series of medically-oriented tasks and
observations, defined them as “skilled” nursing care, and
limited reimbursement eligibility to these tasks, thereby
eliminating many preventive and maintenance services
needed by the chronically ill. Judgments made by fiscal
intermediaries fail to take into account extenuating circum-
stances that modify the level of care. For example, one
patient who had eye surgery needed one drop of a rather
potent medication instilled in each eye for an extensive
period. The patient and her husband were both elderly,
trail, and palsied. Neither one had the visual acuity or hand
control needed to accomplish the treatment. Despite careful
and repeated justifications, payments for visits were denied.
Fortunately, the public agency continued this service.®

. The following tables illustrate the increased Federal funding for
in-home and ambulatory services during the past few years, even

1 Testimony of Marie-Louise Ansak, executive director, On Lok Senior Health Services, 8an Francisco,
Calif., before Senate Committee on Aging, hearings cited in footnote 41, part 5, Sept. 21, 1977.

8 Testimony of Robert P. Liversidge, Jr., executive director, Bath-Brunswick Regional Health Agency,
Bath, Maine, before Senate Committes on Aging, hearings cited in footnote 41, part 1, May 18, 1977.

¢ Testimony of Dolores M. Wennlund, R.N., M.S., Public Health Nursing program supervisor, Depart -
ment of Health and Rehabilitative Services, State of Florida, before Senate Committes on Aging, hear-
ings cited in footnote 41, part 1, May 16, 1977.
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though it represents a miniscule proportion of Federal funding for
health and social services. These increases are occurring simulta-
neously in different programs with different requirements and different
interests.

MEDICARE !

[Dollars in miflions}

Home health
outlays as a
Total Home health percent of

Fiscal year outlays outlays  total outlays
1975 e e e v mmmmmmmm e e e e e e n e e am $14,118 $183 1.3
DX 7L 21,521 402 1.9
1977 - 20,771 457 2.2
1978, oo eeem e m——————————mm e o mm 24, 604 607 % &‘;

1979... e eecmcccemseeemem e n e mmmmaeen 28, 961 786

1 Medicare, as a health insurance program for the aged, is not a major financer of community based long-term care
services. In addition to payments for skilled nursing facility services on a ost-hospital, semiacute care basis, however,
itis the mplot funding source for all home health care, Home health care reimbursement is available for part-time, inter-
mittent skilled mursing provided in the home as well as ph‘sigal, occupational, or speech therapy; medical social services,
medical supplies and equipment, and part-time home health aides, as long as a physician orders skilled nursing or therapy.
Full cost is paid for up to 100 visits under medicare pt. A conditional on prior 3-day hospital stay. Up to 100 visits allowed
under medicare pt. B without prior hospitalization. All outlays fron Budget of the U.S. Government. Outlays for fiscal years
1975, 1976, and 1977 are actual. Outlays for fiscal years 1978 and 1979 are estimated.

21ncluding transitional quarter.

MEDICAID!

[Doflars in millions]

Home health

outlays as a
Total Home health percent of
Fiscal year outlays outlays total outlays
1975 e e e em e mmmmmmmmm e e cnan e ————— $12, 086 i?. 3 0.06
13,977 2.6 .09

16, 257 3146.0 .9

18,158 164.0 .9

1979..._. PN, e mmnmem 20, 186 183.0 .9

11n addition to physician, hospital, and clinical services, medicaid reimbursement is available for nursing home care
(skilled and intermediate), home health, personal care services, and day caro services. Most of the long-term care funds
support institutional care. Currently, only 8 States have a personal care prpfram under medicaid, therefore outlays are

- very small, Additional States are considering implementation, however, as title XX ceilings are reached. Medicaid regula-
tions (issued in August 1976; effective November 1976) define home health to include nursing, home health aides, and
medical su[;plles and equipment. All outlays from Budget of the U.S, Government, Health Care Financing Administration.
Outlays for fiscal years 1975, 1976, and 1977 are actual. Qutlays for fiscal years 1978 and 1979 are estimated.

2 Precise explanations for the Iar%e increase in home health sgendmg from fiscal year 1976 to fiscal year 1977 are not
available, Part of the increase may be due to the fact that some States converted their medicaid reimbursement formulas
for services to reflect ‘‘reasonable costs'’ during this time period, and it may be partially due to a chantge in repomng
categories as a result of the broadened definition for home health services under medicaid prior to the fiscal yaer 197
reporting period. Also, precise statistics are not yet available on medicaid expenditure categories, as only 20 States have
yet achieved information systems which can supply totally reliable data.

Source: Health Care Financing Administration.

TITLE XX (SOCIAL SERVICES)®

_Since 1976 was the first year of operation of this program, very
little data is available concerning expenditures and recipients of
services in various categories, but data reported for the 3 months

o States may provide a wide variety of social services to anyone who receives cash payments under aid
to families with dependent children, supplemental security income, or medicaid, or has an income adjusted
for family size. States can provide a wide variety of services, but they are required to provide at least three
services to Supplemental Security Income recipients. . i X

See Chapter X, p. 190 for further discussion of title XX allocations and following section, * Fragmentation:
The Individual Provider Issue,” for discussion of abuse of title XX funds in homs care programs.

Source: ““Social Services, U.S.A., Statistical Tables, Summaries, and Analyses of Services under Social
Security Act Titles XX, fV.—B, and IV-C for Fifty States and D.C.,” April-June 1976, U.8. Department
of Health, Education, and Welfare, Office of Human Development Services, Administration for Public
Services, Pub. No. (OHDS) 77-03300.
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ending in June 1976, indicates that $117.2 million, or 17.5 percent of
total title XX expenditures during that quarter of $671.7 million,
were spent on chore services, adult day care, home delivered or
congregate meals, homemaker services, and home management
services.

There is a wide disparity among the States, however, in definitions
and key components of each service, and it is virtually impossible to
compare homemaker or adult day care services funded through title
XX, for instance, to those which might be funded through medicaid.

OLDER AMERICANS ACT!

Title 111 Title VI
Amount Percent Percent of
obligated to of total meals served
. inhome  appropria- . Total Total delivered
Fiscal year services tion fundinglevel meals served inhome
1976, e 4, 854, 162 5 187,500,000 59, 000, 000 13
1977 e 16, 907, 525 14 225,000,000 101,090, 720 15

. Home services are 1 of 4 national priority services under title 111 of the Older Americans Act and are defined as includ-
ing homemaker services, home health services, shopping assistance, escort services, reader services, letter writing services
and other services designed to assist older persons to continue living independently in a home environment, State and
area agencies on aging are mandated to coordinate and pool local resources for elderlz services and can provide funding
to direct service providers if other funds are not available, Social services which may be funded include preventive serv-
ices to avoid institutionalization such as periodic screening and evaluation, homemaker and home health services, chore
services, friendly visiting, telephone reassurance services, protective services, and housing assistance, Title Vi1, the
nutrition program for the elderly, authorizes funds to ﬁrovide low-cost nutritionally sound meals in centers to promote
better health and reduce isolation among the elderly. The program primarily provides congregate meals, but home deliv-
ered meals are also provided. See ch. Viil, p. 113 for additional information on Older Americans Act programs.

wsltf)urce: Administration on Aging, Office of Human Development Services, U.S. Department of Health, Education, and
elfare.

FRAGMENTATION: THE ‘‘INDIVIDUAL PROVIDER'’ ISSUE

Serious questions were raised during committee hearings ® of
otential abuse in the use of title XX and medicaid funds to reim-
urse self-employed ‘“home attendants” providing personal care

services to home-bound elderly. New York and California witnesses

questioned the quality of service given by untrained and unsupervised

attendants; absence of program monitoring which presented oppor-

tunities for fiscal fraud and abuse; and unfair treatment of employees

through administrative failures which, in New York, in effect withheld

gaynflient for long periods of time and did not provide for any employee
enefits.

Problems experienced in the New York “home attendant” prograin,

financed primarily through medicaid, include: % o
—Bad treatment of employees (home attendants receive low pay
with no benefits, no social security, no vacation time, no travel
expenses).

—Considerable delays in payment of attendants, often for a number

of months,

—Sparse, or absent, training of attendants.

—Dismissal of workers by patients for questionable reasons.

—Inadequate supervision of attendants (they report only to the

patient).

® Testimony of Susan K. Kinoy, associate executive director for program services, Community Council
of Greater New York, New York City, hearings cited in footnote 41, part 1, May 16, 1977; and testimony
of Terry Bloom, director of social work, San Francisco Home Health Service, San Francisco, Calif., hearings
cited in footnote 41, part 2, May 17, 1977.

@ Testimony of Susan K. Kinoy.
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—Poor screening and selection of attendants by patients or families
because there is no criteria for selection and families are often so
desperate for help they will settle for anyone to do the job. This
has led to cases of physical and emotional abuse of patients, and
patients are fearful of Teporting incidents for fear of losing service.

More recent reports on New York City’s program charge fraud in

handling funds and $8.4 million a year in payment errors.®

Similar problems were reported in individual provider programs in

California.®® Homemakers and chore services are provided by persons
with no training who receive supervision only from the patients
themselves. Workers are hired directly by patients and patients pay
the workers. Instances of both abuse of patients and workers were
also outlined in the California program.

A witness described the fragmentation responsible for the birth

of New York City’s home attendant program and its problems:%®

Tt was brought into being precisely because medicare . . .
is & health insurance pregram which only can provide a home
health aide for short periods of time under the direct super-
vision of a nurse or other professional and only during such
times as a person has a medical condition that is unstable or
acute. . . . Title XX, on the other hand, can provide house-
keeping or chore services for longer periods of time to persons
who qualify below certain income levels. No requirements
exist for medical supervision. . . . Title XIX—medicaid—
must provide health supervision to home care workers who
administer personal care. Therefore, the home attendant
service uses s combination of titles XIX and XX adminis-
trative procedures. . . . Needless to say, within this very
large program there has been fragmentation, immersion in
bureaucratic detail with poor communication among the
many agencies, resulting in long delays in service delivery,
poor supervision and selection of the home attendant, lack
of guidelines at both city and State level, and uncontrolled
growth.

D. ProroSED LEGISLATION

The growing support in Congress for expansion of in-home services

to the elderly is evidenced by the number of bills introduced during
the current session of Congress. Major proposals to increase medicare
and medicaid coverage for in-home health services as well as create

centralized long-term care centers are receiving attention.

MAJOR ‘‘ALTERNATIVES'’ PENDING LEGISLATION

S. 2009, introduced by Senator Pete Domenici, would broaden
medicare coverage for home services to include home health care,

& The New York Times (Dec. 12, 1977) reported independent audits which found $1.5 million either un~
related to medicaid care or unverified in the city’s housekeeping programs. A later State audit (New York
Times, Dec. 15, 1977) found nearly $8.4 million a year in errors and fraud in the home attendant program
alone. Among the abuses cited were payments made to relatives while patients were actually in hospitals.
New York City will spend about $110 million in 1978 for three home care programs under medicaid—house-
keepers, home attendants, and homemakers. i . .

@ Testimony of Terry Bloom, hearing cited in footnotes 5. Ms. Bloom testified that California had 58 dif-
ferent types of homemaker-chore programs in 58 counties, costing over $100 million in 1975 alone.

® Testimony of Susan K. Kinoy, hearing cited in footnote 65. Ms. Kinoy testified that *“the last 4 years
hgsd sg(:wnhan iﬁcrease in usage from 2,000 to 14,000 chronically ill persons with 200 cases per month being
added to the rolls.”
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therapy services, personal hygiene and care, light housekeeping, meal
preparation, and transportation. The bill would also eliminate medi-
care skilled nursing requirement and requirements for prior hospital-
ization and home confinement. It also would allow unlimited visits
under part B and would require States to provide the same services
under medicaid.

S. 2288, introduced by Senator H. John Heinz IIT, would establish
within medicare a special program of long-term care for individuals
covered under medicare part B, receiving SSI payments, or eligible to
enroll under medicare part B. The bill would create a Federal Advisory
Council on Long-Term Care; create State long-term care agencies to
organize community long-term care centers; establish a Federal long-
term care trust fund. Community long-term care centers would func-
tion as providers, certifiers, evaluators, and guarantors of service.
The bill also would increase SSI benefits by $36 per year to cover new
medicare (part D) long-term care premium and direct the Public
Health Service to provide for training of long-term care personnel.

H.R. 8589, introduced by Representative Donald Fraser, would
create a long-term care trust fund financed by general revenues and
create State and community long-term care agencies. Benefits covered
would include home health care, homemaker services, adult day care,
nutrition services, mental health outpatient services, adult foster
home care, legal and professional counseling, and institutional nursing
home care. All medicare eligibles would be covered, with payments
based on a sliding scale.

H.R. 2029, introduced by Representative Barber Conable, would
establish a long-term care program within medicare and create
State and community long-term care agencies. The bill would cover
all medicare eligibles and include home health, homemaker, and
nutrition services as well as institutional nursing care, day care,
foster home care and community mental health center outpatient
services. A monthly premium of $3 would be charged.

H.R. 10738, introduced by Representative Claude Pepper, would
remove the visit limitations, prior hospitalization and homebound
requirements for home health services under medicare, as well as
add homemaker services as a covered benefit. The bill also would
seek to provide some protection against overutilization and abuse.
(This) bill is & more recent version of an earlier, similar bill—H.R.
1116.

H.R. 1130, introduced by Representative Claude Pepper, would
expar}gl Lmedicare coverage for home health care services, as well as
CoOuvarsiidL Uvmmuuxu.y AVLIZTUTL 111 VAUV uwClivuva .

H.R. 11386, introducedsby Representative Claude Pepper, would
authorize an experimental program to provide in-home care including
grants to families caring for elderly members; medicare coverage of
day care services; construction of “campuses’’ for the elderly including
a skilled nursing home, congregate living facility, rest home, multi-
family residential facility, and & community center; and create
intermediate care faciiities with medicare-covered services.

H.R. 10482, introduced by Representatives William Cohen and
Claude Pepper, would add a new section under title III of the Older
Americans Act to provide grants to States to establish centralized
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programs of long-term care “assessment, referral, monitoring, eval-
uation, and outreach.”

IV. RISING CONCERN ABOUT MENTAL HEALTH

The increasing numbers of older Americans discharged from
mental hospitals into communities without resources to meet their
needs was documented by the Committee on Aging during hearings in
1975.™ The committee reported then that the number of inpatients of
all ages in State mental hospitals had dropped 44 percent between
1969 and 1974 (from 427,799 to 237,692). The number of elderly
inpatients had decreased even more sharply, dropping 56 percent from
1969 to 1974 (from 135,322 to 59,685). Screening procedures to
determine the best candidates for release were nonexistent in many
States, and many elderly released to community care found them-
selves without attention and without help, including those placed in
substandard boarding and nursing homes without access to mental
health services.

Similar findings were released in 1977 by a General Accounting
Office study which concluded that “mentallbyrf disabled persons have
been released from public institutions without (1) adequate community-
based facilities and services being available or arranged for and (2)
an effective management system to make sure that only those needing
inpatient or residential care were placed in public institutions and
that persons released were appropriately placed and received needed
services.” 72

The GAO also confirmed that many mentally disabled persons still
remain in institutions unnecessarily; that patients are still being
placed in substandard facilities; and that others still enter the com-
munity without appropriate services.

Unnecessary institutionalization has been documented in Florida,
where 352 geriatric patients in one Florida State hospital have been
identified as ready for immediate release, but are still in the institution
because no one has been able to place them in the community.” In
New York State, a survey of the mental health system found more
than a quarter of the 26,000 adult patients in the State’s mental
hospitals were not ill enough to be kept there, but that they could
not be discharged because there were not enough community facilities
to support them outside the hospital.™

Reports released by the Administration during 1977 also serve to
document the continuing crisis in mental health care for the elderly.

™ Senators Pete Domenici and Lawton Chiles, members of the Senate Special Committee on Aging, hav®
also urged that the Older Americans Act be amended to encourage the Administration on Aging to focuS
more attention on development of long-term care services, including development of long-term care centers .
In testimony before the Subcommittee on Aging of the Senate Human Resources Committee, February

1978.

7 ““Mental Health and the Elderly,” joint hearing before the Subcommittee on Long-Term Care and the
gubcogn‘ll&m on Health of the Elderly of th. Special Committee on Aging, U.S. Senate, Washington, D.C.,

ept. 29, 1975.

72 ¢ Returning the Mentally Disabled to the Community: Government Needs To Do More,” Report to
{!’lze Congress by the Comptroller General of the United States, Jan. 7, 1977, Report No. HRD-76-152, p.

3 Testimony of Winsor Schmidt, representative, district II human rights advocacy committee for the Flor-
ida State Hospital at Chattahoochie, and assistant professor, department of administration, research associ-
ate, Institute for Social Research, Florida State University, Tallahassee, Fla. At hearings cited in footnote
41, part 7, Tallahassee. The Chattahoochie State Hospital has 2,316 inpatients.

i New York Times, Jan. 15, 1978.
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A. REPORT oF THE PRESIDENT'S CoMMISSION oN MENTAL HEALTH

The President’s Commission on Mental Health submitted a pre-
liminary report to the President in September, 1977, which noted
the prevalence of mental health problems among the elderly:

—The incidence of mental health problems is higher among people

age 65 and over than other age groups.™

—The elderly account for 25 percent of all suicides, even though
they represent only 11 percent of the population.”

—Between one-fifth to one-third of all people (in institutions)
labeled ‘senile” actually have conditions which are preventable
or treatable, if correctly diagnosed.

A special commission task force studying the mental health of the
elderly, reporting to the commission in February 1978, called for in-
creased efforts in outreach; development of more home care programs;
broadening of medicare mental health benefits; increases in geriatric
training in medical, clinical psychology, social work, and nursing
curricula; accelerated research on organic brain disease; and reallo-
cation of mental health research resources to concentrate more on
the current and future mental health needs of the elderly.?®

B. INcrEASED ATTENTION BY NIMH

The National Institutes of Mental Health (NIMH) has announced
a $3.5 million community support program to stimulate the develop-
ment of community services for an estimated 1.5 million former men-
tal hospital patients now living in the community.”® Grants will be
awarded to States to coordinate services available to former patients
and to develop demonstration projects in community care and
monitoring.

NIMH’s forward research plan states that the principal mental
disorders not now under investigation are mental disorders associated
with age, noting that those over the age of 65 occupy 29 percent of all
public mental hospital beds, three times their proportionate share.®
The plan recommends a stepped-up program of clinical research on
special age-related mental illness.

NIMH also recommends that title XX of the Social Security Act
be amended to include mental health services, and that medicare and
medicaid barriers to reimbursement of community mental health

8 ¢“Preliminary Report to the President from the President’s Commission on Mental Health,” Sept. 1,
1977, The final r«port is due by Apr. 1, 1978. The Commission was established bv Executive Order No.
11973. signed on Feh. 1. 1977, to identifv mental health neade of tha Natinn and snhmit recammandations
on how needs can be met.

¢ Comparable statistics are not uniformly available, but officials of the National Institute of Mental Health
estimate that betwcen 15 percent and 25 percent of all those over the age of 65 have “significant” mental
health problems. The incidence is even higher among those over the age of 75.

7 Estimates contained in paper presented to the National Institute of Mental Health by Dr. Calvin J.
Frederick, Chief, Disaster Assistance and Emergency Mental Health Section, Division of Special Mental
Health Programs, National Institute cf Mental Health; and unpublished issues paper, Dr. Gene Cohen,
Chief, Center for Studies of the Mental Health of the Aging, National Institute of Mental Health. Statistics
on suicides in 1975 published by the National Center for Health Statistics reflect a somew hat lower rate 23
percent of all suicides occurring in age group over 60, and 16.4 percent occurring in age group over 85), but
these statistics, reported through the death certificates reporting systern, still reflect an incidence of suicide
among the eiderly much greater than their proportion in the overall population.

8 “Mental Health of the Elderly,” submitted to the Commission Feb. 15, 1978. Contained in Vol. 117,
‘‘Report to the President of the President’s Commission on Mental Health,” Apr. 1, 1978.

7 Washington Post, Nov. 18, 1977,

®“National Institutes of Mental Health, Forward Plan, Fiscal Years 1979-1983,” U.S. Department of
Health, Education, and Welfare, Public Health Service, Aleohol, Drug Abuse, and Mental Health Adminis-
tration, Summary, October 1977.
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center services be removed to enable more elderly to participate in
mental health programs.

C. ComMmITTEE oN MENTAL HEALTH AND ILLNESS oF THE ELDERLY

The Committee on Mental Health and Illness of the Elderly ¥
has submitted its final report to HEW Secretary Joseph Califano,
and the report is scheduled for release to Congress during 1978.

The committee is expected to report that 80 percent of older Ameri-
cans requiring mental health services do not have their needs met
through existing resources, and that it is the exception rather than
the rule that nursing home care includes any type of mental health
services—even though fiom 50 to 70 percent of nursing home resi-
dents have some symptoms of mental illness.

Development of a national policy to meet the mental health needs
of the elderly and establishment of a National Commission on Mental
Health and Illness of the Elderly to monitor policy implementation
were among the Committee’s early reccmmendations.

The committee is also expected to recommend:

—Development of programs of preventive care and education for

the elderly as well as the community at large.

—Integration of social and health services for the elderly.

—Expansion of research activities in mental illness and mental

health of the elderly. _

—Increased attention to training of professionals to work with

mental health and illness problems of the elderly.

—Establishing prioritites to ensure that special mental health

problems of minority elderly are adequately addressed.

—Expansion of mental health benefits in medicare and medicaid.

V. MEDICARE AND MEDICAID FRAUD

In 1977, the Committee on Aging continued its investigation into
alleged fraud and abuse in government health care programs serving
the poor and elderly. Joint hearings were held in March together with
the House Ways and Means Committee to examine fraud and abuse
in the home health care programs funded by medicare, medicaid, and
title XX of the Social Security Act.

The hearings focused on two providers operating in the State of
California. According to an audit conducted for the committee by the
General Accounting Office, one provider based in San Jose charged
the Government for a $145,000 salary, plus costs of a $25,000 Mercedes
Benz automobile, a $35,000 mobile home and some $25,000 in reim-
bursed expenses. The audit disclosed that the provider placed nu-
merous relatives on the payroll, charged their salaries in whole or in
part to medicare and provided them with expense accounts and/or the
use of leased automobiles.®

# The committee was established through an amendment to Public Law 94-63, sponsored by Senator
Edmund Muskie, signed into law on July 29, 1975, and extended through fiscal year 1977 by a Muskie amend -
ment to Public Law 94-640, signed into law Oct. 8, 1976. The committee was charged with making recom-
‘mengatiﬁins 1to meet the future services, manpower, training, and research needs in mental health programs

or the elderly.

82 Sep ‘‘Medicare and Medicaid Fraud,” hearings by the Senate Committee on Aging, part 8, Washington,
D.C., Mar. 8, 1977. s
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Evidence was presented by John Markin, Supervisory Auditor with
the General Accounting Office assigned to the House Ways and Means
Committee, that the provider billed the medicare program for the
purchase of personal items such as clothing and jewelry and disguised
these expenses as business related meals.

The GAO analysis indicated that a former auditor with the inter-
mediary serving this provider was in the process of conducting an
audit of the home health agency and was hired away by a $35,000
salary and the offer of a Mercedes 450 SL sports car.

Along with allegations of poor care, the recurrent problem upon
which the committee focused was the situation in which s provider
could abuse the system by using medicare and title XX in tandem.
With several overlapping corporations this California operator was
able to shift most costs of operation to the medicare program. This
shift allowed the provider to underbid virtually any other provider of
in-home services in California in the competition for the right to
provide such services. Fred Keeley, a former employee of several
agencies providing in-home services, under both medicare and title
XX, provided the committee-with this insight:

I think that one of the basic problems with the system as it
now exists with respect to the relationship between a title
XVIII medicare provider and a title XX provider is that you
can get into a relationship where there is absolutely no incen-
tive to make the client/patient any healthier. In fact, it is
absolutely contrary, and that if this is a health care team, we
ought to talk about maintaining people’s health or making
them better, but not to put them on a merry-go-round of
federally and State funded programs. That is precisely what
you have with the homemaker chore program in their rela-
tionship to home health agencies. '

Aged, blind, and disabled persons may not be in need of
medical service. They need a social service at that point.
There is no incentive to make them any better if you have a
home health agency sitting in the wings which is also a profit-
making corporation. Instead of getting $3.50 for providing
service, you might be able to get $18 and $20 for that person.
You put them on that program, you then use up their benefits
under medicare A and B plans, get them back on the social
service program and they never get out of the system.

You have people that are supposed to be providing health
care. They put helpless persons on a merry-go-round and
never let them off. ‘I'nat 1s not health, that is something else.*

Hearings on March 9, 1977, also pointed up shortcomings in the
title XX program. Title XX is a program of grants to the States for
the purpose of providing social services to the needy. Some 10 fpercent;
or $340 million a year in these funds goes to the purchases of home-
maker or other in-home services. In this example the provider was
certified as s home health agency in the medicaid program in January
1967. By April, the operator was under investigation for altering
prescriptions, and excessive billing.® In September 1967, the operator

83 Hearing cited in footnote 82, p. 876.
8 “Medicare and Medicaid Frauds,” part 9, Washington, D.C., Mar. 9, 1977.
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was suspended from the medicaid program. He then began to provide
services exclusively through the medicare program.

Beginning in May of 1969, the operator was under investigation by
medicare authorities. In February, the corporation under which he
provided home health services to medicare patients was referred to
the Justice Department for prosecution. Shortly thereafter the pro-
vider formed another corporation for the purpose of providing similar
in-home services under title XX,

In May of 1975, the Bureau of Health Insurance which administers
medicare sent a letter to the Justice Department urging prosecution
of this provider pointing out that he owed the government $804,000
in moneys fraudulently obtained or inappropriately claimed. In
August of that year, the State Department of Health and the Cali-
fornia Legislative Audit Committee conducted audits of the providers’
-services under title XX. They learned that he had charged the pro-
gram for a significant amount in personal expenses includiug liquor,
pipe tobacco, men’s clothes, trips to Hawaii, and President Nixon’s
maugural. A May 1976 audit by HEW disclosed the same pattern.

HEW found that the provider was mistaken in reporting that his
profit on title XX contracts was only 12 cents per hour. HEW placed
his profit as more like $1. 05 per hour. HEW disclosed that the operator
had charged the program for the payment of his Federal income taxes
and for some $4,000 in tax penalties.

The hearings and reports of the Senate Committee on Aging were
evaluated by the House Ways and Means and Senate Finance Com-
mittee. They incorporated several recommendations and credited the
Senate Committee on Aging for its work. (See chapter V on nursing
homes which relates to action by the Senate Committee on Aging with
respect to fraud and abuse allegedly perpetrated by long-term care
facilities and the committee’s suggested reforms which were enacted
into law.)

Tue MEDICARE-MEDICAID ANTI-FRAUD AND ABUSE AMENDMENTS

On October 25, 1977, the President signed into law H.R. 3/S. 143,
the Medicare-Medicaid Anti-Fraud and Abuse Amendments. This
legislation, which became Public Law 95-142, is designed to facilitate
Federal and State efforts to identify and prosecute cases of fraudulent
and abusive activities and to strengthen penalties for persons con-
victed of program-related violations.

Enactment of legislation follows several years of effort. The Com-
mittee on Aging cooperated closely with the Senate Finance Commit-
tee and with the House Ways and Means Committee to bring about
these reforms.®

Earlier hearings by the committee provided the impetus for the
enactment of Public Law 94-505, establishing the Oifice of Inspector
General in the Department of Health, Education, and Welfare. One
provision in the law required the Inspector General to establish within
his office a specific unit designed to monitor fraud and abuse in the
medicare amf medicaid programs.

85 See p. 91 for comment by Senator Talmadge.
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MAJOR PROVISIONS OF THE FRAUD AND ABUSE BILL

Following are the major provisions of the reform legislation:

(1) Outlaws “factoring” arrangements, i.e., the reassigning of ac-
counts receivable from medicare or medicaid by providers to other
organizations or groups for payment.

(2) Requires health care providers with a 5 percent or greater
interest in a hospital, nursing home, home health a ency, etc., to
disclose such interest to the State as a precondition o participation,
certification, and recertification in the medicare and medicaid
programs.

(3) Strengthens penalty provisions for those defrauding medicare
and medicaid, from misdemeanors to felonies. Fraudulent acts such
as submitting false claims, offering or accepting kickbacks would be
punishable by a maximum of 5 years in jail, a $25,000 fine, or both.

(4) Makes it a felony for nursing home owners to force relatives to
make a contribution as a condition of accepting a patient for admission.

(5) Extends the authority of professional standards review orga-
nizations who choose to do so to review the medical necessity and
quality of care given in shared health facilities, clinics serving the
poor otherwise known as “medicaid mills”.

(6) Authorizes the Comptroller General, U.S. General Accounting
Office, to issue subpoenas in conjunction with any audit or investiga-
tion GAO conducts with respect to any program authorized under
the Social Security Act.

(7) Requires the Secretary of HEW to suspend from medicare or
medicaid participation, for such period as he deems appropriate, a
physician or other individual who has been convicted of a criminal
offense related to his involvement in either program.

(8) Provides for direct access to records or persons or institutions
participating in the medicaid program in the same manner provided
to State medicaid agencies.

(9) Allows the States to send medicaid patients explanation of
benefits forms, to inform them that a provider is charging medicaid
for services allegedly offered on their behalf.

(10) Authorizes the Secretary of HEW to assign and reassign pro-
viders to available intermediaries under medicare part A and to
designate a regional or national intermediary to perform the functions
with respect to a class of providers (such as home health agencies) if
in the Secretary’s judgment the result would be a more effective and
efficient administration of the program. The bill also authorizes the
Secretary to have access to all data, information and claims processing
operations.

(11) A provider of services under the medicare program is required
to promptly notify the Secretary of its employment of any individual
who at any time during the preceding year was employed in a man-
agerial, accounting, auditing or similar capacity by a fiscal interme-
diary or carrier who serves that provider.

(12) Provides 90 percent Federal matching in fiscal years 1978
through 1980 for the costs incurred in the establishment and operation
of State fraud control units.

(13) Requires the Secretary to establish uniform reporting systems
for each different type of health facility to provide for uniform
reporting of costs, volume of services, rates, capital assets, etc. These
uniform reporting systems must be in effect within a year following
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enactment (with limited exceptions for home health agencies which
will have two years before they need comply with the uniform system
of accounts to be promulgated).

(14) Requires that all nursing homes maintain a system for the
proper handling of patient funds as a condition of participating in
the medicare and medicaid programs.

FINDINGS AND RECOMMENDATIONS

Health care costs, particularly the costs of institutional nurs-
ing care, continue to rise at a pace faster than general increases
in the cost of living. This trend has a major impact on our Nation’s
elderly population. Efforts to reduce rises in health care costs of
all forms will be beneficial to all older Americans. The Committee
on Aging, therefore, supports efforts to limit hospital and other
health care cost rises with adequate protections for older Ameri-
cans. Assurances are needed that cost containment measures will
not work as a disincentive to the development of nontraditional
ambulatory and home care services and that adequate protections
will be provided against “dumping” higher-risk patients from
acute-care hospitals.

The committee also recognizes that a continued and vigorous
thrust by both Congress and the administration against fraud
and abuse in the medicare and medicaid programs will result in
significant cost savings. The committee urges the Department of
Health, Education, and Welfare to continue and intensify its
efforts in this area.

The committee further recommends a concerted Federal effort
to provide a wide range of community based services as “alter-
natives” to costly institutional health care for older Americans.
Experience to date provides evidence of both less costly and more
appropriate maintenance and rehabilitative care which can be
provided in alternative settings. An early Federal commitment
to this approach becomes imperative when projected increases in
the population in need of such care are considered.

The committee recommends:

—Amending the Older Americans Act to provide increased
emphasis on development of alternative community systems
of long-term care, including comprehensive long-term care
centers, adult day health facilities, expanded availability of
supportive and maintenance in-home services such as home-
maker/home health aide services, and other forms of ambu-
latory and in-home support.

—Amending title XVIII of the Social Security Act to provide
for expanded medicare coverage of home health and home-
maker/home health aide services.

—Amending the Health Planning and Resources Development
Act to encourage more emphasis on development of alter-
native community long-term care resources by health systems
agencies.

—The committee further urges the Department of Health, Edu-
cation, and Welfare to develop and recommend to Congress
uniform Federal minimum standards for all forms of in-home
service now financed by titles XVIII, XIX, and XX of the
Social Security Act.



CHAPTER V
ISSUES IN LONG-TERM CARE

During 1977, public concern about apparent widespread fraud and
abuse among nursing homes increased as the result of hearings by the
Senate Committee on Aging and other congressional units. In addition,
the U.S. General Accounting Office released three reports prepared for
the Senate Committee on Aging, and the AFL-CIO also released a
report, critical of nursing home operations. These actions and others
helped make the case for several amendments which were added to
the Medicare-Medicaid Anti-Fraud and Abuse bill in order to deal with
several frequently cited abuses. Also in 1977, nursing homes fought
and won a major battle over their entitlement to cost-related reim-
bursement in the medicaid program.

I. INCREASED PAYMENTS TO NURSING HOMES

Between 1960 and 1976, total revenues for nursing homes increased
2,000 percent, from $500 million to more than $10.5 billion. By fiscal
1977, total payments to nursing homes from all sources had reached
$12 billion. They will reach $14 billion this year and if current projec-
tions hold, the total will be some $15.50 billion next year. As compared
from 1960 through 1979, nursing home revenues will have increased
3,000 percent.

The medicaid program, which provides assistance to the poor and
the indigent elderly, will continue to account for roughly 50 percent of
total ingustry revenues. Medicaid’s contribution (which is 56 percent
Federal funds and 44 percent State funds) will be a $6.1 billion in 1977,
at $6.9 billion this year and is projected at $7.6 billion in the fiscal
year 1979 budget.

Payments to nursing homes will continue to be the largest single cate-
gory of medicaid payments, accounting for 38 percent of all such expend-
wures. Outlays for hospital care ranked second, with 31 percent of the
tOtg.l;cdicax c’s contribution b
1977, medicare paid $362 million to nursing homes on behalf of bene-
ficiaries. This amount will increase to $406 million this year and to
$469 million in the President’s fiscal year 1979 budget.

The percentage of medicare moneys going for nursing home care has
been declining slightly. Such payments made up 3 percent of the
medicare budget in 1975 but will account for only 2.29 percent of
medicare payments in fiscal year 1978. Measured in terins of total
indulstry revenues, medicare will contribute about 5 percent of the
total.

<= namtmant  wnill nAntineen 44 ha craall T
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1 Statistics in this section derived from the President’s a}mposed 1979 budget and from Charles Lawhorn,
Budget Section, Department of Health, Education, and Welfare.

(83)
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Private contributions continued to be an important source of nursing
home payments in 1977, accounting for about 45 percent of total pay-
ments, a level that will be continued this year and in fiscal year 1979.

II. AUDITS BY THE GENERAL ACCOUNTING OFFICE

Acting on requests by Senator Frank E. Moss, while Chairman
of the Subcommittee on Long-Term Care of the Senate Committee
on Aging, the U.S. General Accounting Office completed and re-
leased three audits in 1977. One was a review of Federal and State
audit controls; the second, an examination of the issue of forced con-
tributions; and the third, a financial audit of Kane Hospital, the
second largest nursing home in the United States.

A. Avupir ConTrOLS LACKING

In an audit of Florida, Massachusetts, New York, and Virginia,
released by Committee on Aging Chairman Frank Church (in his
March 1977 testimony before the House Interstate and Foreign
Commerce and House Ways and Means Committees), GAO documented
common financial abuses perpetrated by some nursing homes par-
ticipating in the medicaid program.? These abuses included:

—Charging medicaid for services unrelated to patient care.

—TFailure to offset costs with related income.

—Unsupportable or “paper” costs primarily involving non-arms-

length transactions between related parties.

—Excessive salaries and unsupportable costs, such as travel,

long-distance telephone calls, and promotion expenses.

—Charging medicaid for the costs of repairs which should have

been capitalized. '

—Misuse of patients personal funds.

—Charging medicaid for luxury automobiles and boat expenses

and depreciation not related to patient care.

—Misreporting of total patients’ days (for which the facility

was eligible to be reimbursed).

GAO concluded that in-depth field audits were the only means
possible of discerning such abuses. It concluded that while such audits
require an initial investment, the results in terms of medicaid dollars
saved more than justifies the initial expense.

GAO also concluded that HEW had not given the States appro-
priate guidance on the importance of such filed audits. However,
GAO notes that HEW had published regulations requiring that the
States audit all homes at least every 3 years beginning no later than
January 1978. GAO described procedures by the States to recover
overpayments as weak. GAO recommended that HEW assess State
action to comply with recent regulations requiring States to identify
and report overpayments to nursing homes ‘“on a timely basis”’
and to deny Federal participation in overpayments when States
do not establish effective, prompt recovery programs. o

The audit discussed State, county, or municipally owned facilities.
Such facilities have not been regulated or audited with the vigor of

2 “State Audits to identify Medicaid Overpayments to Nursing Homes,” U.S. General Accounting
Office, Jan. 24, 1977.
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for-profit facilities, according to GAO, because the State (or the city)
1s both the owner and the regulator. The audit names a municipal
facility in Massachusetts which reported costs of $1.1 million in 1973.
GAO reports that fully 20 percent, or $223,000, of charges passed
along to medicaid were not appropriate. GAO found that the city had
charged the facility with a $123,000 real estate tax which was not paid
by the facility but passed along to medicaid as a cost of providing
care to medicaid patients. A similar “paper’’ cost on the home’s books
was $16,000 in “interest” expenses, which was not paid by the facility
but reported to medicaid as a cost of providing care to patients.

In New York, GAO found similar problems with a county facility
whose costs, submitted to medicaid in 1973, were $14.2 million. GAQ
disallowed more than $250,000 of this total.

B. Forcep CONTRIBUTIONS

On May 26, 1977, GAO presented to Senator Church its study of
the practice of some nursing homes to require relatives to make con-
tributions as a precondition for admitting patients to nursing homes.?
The audit was conducted in the States of E‘lorida., Georgia, Ohio, and
Utah. GAO concluded:

The issue of contributions by medicaid patients’ families
is difficult to deal with because of the lack of Federal laws
or regulations specifying what nursing homes may or may
not do in soliciting contributions.

State laws and policies in the four States we reviewed do
not prohibit the solicitation of contributions, but one, Florida,
has recently enacted legislation prohibiting such solicitations
through coercion or as a condition of admission or continued
residency in a nursing home.

We believe the lack of Federal guidance may have allowed
nursing homes to bring subtle pressures on the families of
medicaid patients by:

—taking advantage of the guilt feelings the families might
have for placing relatives in nursing facilities rather than
keeping them at home, and

—creating fear that nursing home would drop out of the
medicaid program, which would result in the removal of
medicaid patients.

GAO called upon HEW to issue regulations and to develop & stand-
ard form. which patients and their families would sign during admis-
sions, clearly stating the legal issues and the patients families’ rights
concerning contributions. GAO recommended that the committee
initiate action to amend the law to provide for “a clear statutory
basis for prosecution in the event contributions are solicited by nurs-
ing homes as a precondition for admittance or as a requirement for
continued stay.”

M; “Esqu%mg Contributions from Families as 8 Precondition of Admitting Patients to Nursing Homes,"”
y 26, 1977.
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III. KANE HOSPITAL

On December 9, 1975, the Senate Committee on Aging conducted
a hearing with respect to alleged abuses and poor care at Kane Hos-
pital, a 2,200-bed nursing home in Allegheny County, Pa. That hearing
was summarized in one question which Senator Charles Percy asked
of Father Hugh J. McCormley, Chaplain at Kane Hospital. He asked,
“Would you put your mother in Kane Hospital?”’.

Father McCormley answered:

My mother is an invalid. She had a stroke 4 years ago
and we have been able to maintain her at home. At present,
however, we are just running on a shoestring in our situation.
We are inches away from making a decision. At times, we felt
compelled to make the decision to put her in an institution.
The only thing I can say is that I would rather bury my
mother than ever put her in an institution, especially Kane.*

Following the hearing Senator Moss asked GAO to investigate
charges by present and former Kane employees that the facility was
deliberately defrauding both the patients and the medicare and
medicaid }l)lrograms. GAO completed its audit, which was released by
Senator Church on September 9, 1977.5

GAO found that Kane misused patients’ funds. Medicaid law
requires that each patient receive a $25 monthly stipend to cover
incidental, personal expenses such as cigarettes, haircuts and candy.
In documenting that these small amounts were not finding their way
to patients at Kane, GAQ took the opportunity to mention its previous
six-State audit on this subject for the committee, released on March 18,
1976.5 GAO noted that HEW had yet to issue new regulations to
protect patients’ funds from misuse and misappropriation.’

GAO also learned that Kane and Allegheny County had double-
billed the medicare and medicaid programs of almost $1 million.
GAO said the Federal share of such overpayment (emphasis supplied)
in 1972-74 was estimated at $655,000. In addition, Kane’s recovery of
deductible and coinsurance from patients’ funds resulted in a duplicate
reimbursement of another $601,000 for this same period. In releasing
the report, Senator Church commented:

When it is a public facility involved we call it overbilling.
When a private facility or an individual is involved, we call
it fraud. I see no logic or reason to such a distinction.®

4 “prends in Long-Term Care,” part 26, Washington D.C., Dec. 9, hearings by the Senate Committee
on Aging. 1975, p. 3462.

5 “Tack of Coordination between Medicaid and Medicare at John J. Kane Hospital,” May 6, 1977, re-
leased Sept. 9, 1977. .

¢ “Improvements Needed in Managing and Monitoring Patients’ Funds Maintained by skilled Nursing
and Intermediate Care Facilities,’” Mar. 18, 1976, reprinted in “Medicare and Medicaid Frauds” hearings
by the Senate Committee on Aging, part 6, Washington, D.C. Aug. 31, 1976, p. 697.

7 Senator Frank Church sent both the Mar. 18, 1976 GAO audit and the Kane Hospital audit to Senator
Herman Talmadge, chairman of the Health Subcommittee, Senate Finance Committee, which resulted
in amendment incorporated in Public Law 95-142, which makes misappropriation of patients personal
funds a felon y punirhahle by up to 5 ; ears in jail. a $100,000 fine, or both.

8 “Medicare and Medicaid Frauds,” part 12, hearings by the Senate Committee on Aging, Washington,
D.C., Sept. 9, 1977, not yet in print. At that hearing, newly appointed Kane Hospital Administrator Stephen
Lehnhart entered in the record a statement which included a list of improvements which had been insti-
tuted at the faciiity since the committee’s December 1975 hearing. He complimented the cominittee for its
interest in Kane's problems and he in turn was complimented by the committee for his efforts to improve
the quality of care at the facility.
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GAO found that Kane had a policy which encouraged relatives to
make donations, and that relatives were not fully advised that such
contributions were voluntary. In fact, family members were subse-
quently sent monthly reminders (invoices) about their promised con-
tributions. None of the relatives GAO interviewed were aware that
they were not obligated to make payments; indeed some people said
they felt pressure to contribute.

IV. THE AFL-CIO REPORT

On February 25, 1977, the American Federation of Labor-Congress
of Industrial Organizations Executive Council released s report en-
titled, “America’s Nursing Homes: Profit in Misery,” prepared by the
AFL-CIO’s departments of community services, social security, legis-
lation, public relations, and organization and field services. The year-
long study was based largely on on-site inspection by union volunteers
gf 128 nursing homes in 120 communities throughout the United

tates. ’

The report describes “‘serious” and “life threatening” violations ‘““in
a number of inspected (by union volunteers) homes’” and notes that
“the investigation brought forward a number of individuals with seri-
ous allegations concerning uninspected homes.” Theab uses reported
by the AFL-CIO ranged from deaths due to negligence or injury, to
bribes, profiteering, unsanitary conditions, to poor food and violations
of fire safety codes.

The report also charges that nursing home standards are weak and
vague and that they are enforced by inspectors who were poorly
trained and informed in the laws and regulations. AFL~CIO asserts
that there is no direct Federal enforcement of standards and that
State enforcement is haphazard and fragmented. The report charges
that “‘organized lobbies” representing the nursing home profession at
the State level have “overwhelmed State legislatures’ to the detriment
of the aged and infirm.

The report depicts nursing home employees as “generally under-
compensated, overworked, inadequately trained for their job responsi-
bilities, offered little opportunity for promotions from within the
facility and were highly dependent upon servicing the proprietary
interests of management.”

The report concludes that “one common thread leads to an inescap-
able conclusion: Most of the problems in nursing homes can be traced

to the profit motive, which is incompatible with social programs.”
The rennrt. adds:

This is not to state that there are no problems in nonprofit
homes, the most frequent being pressure on relatives to make
donations. But the facts are that nonprofit nursing homes
spend more on patient care and more on staffing than profit-
making institutions, and the results are evidenced in better
care for nursing home residents.

The report asserts that physicians have not paid enough attention
to the elderly in nursing homes and that there is a general lack of
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funds for home health care. It concludes that there has been a general
failure to formulate a national policy with respect to long-term care.
The AFL-CIO report concludes:

To the average older American, nursing homes have become
almost synonymous with death and protracted suffering
before death.

The report offers a number of recommendations:

(1) The neglect or abuse of medicare or medicaid patients resulting
in injury or death should be made a Federal offense.

(2) Nursing home owners convicted of neglect leading to injury or
of fraud should be barred from participation in medicare and medicaid.

(3) Existing Federal regulations should be clarified, and enforced
swiftly and fairly.

(4) Federal funds should be made available for the training of
nursing home inspectors.

(5) Accesslaws for volunteers should be enacted to allow community
groups to have access to nursing homes for the purpose of visiting
patients.

(6) A Federal law should be enacted prohibiting the giving of ad-
vance notice of inspections.

(7) Medical schools and schools of nursing should be given Federal
funds to encourage them to establish programs in geriatrics.

(8) There should be a gradual phasing out of private, for-profit
nursing homes and replacement by nonprofit, religious, or government
ownership.

(9) There should be full disclosure of ownership of nursing homes
as a precondition of participating in the medicare or medicaid pro-

aIns.

(10) HEW should allow hospitals in rural areas where there is a
shortage of nursing home beds to use unused hospital beds to house
nursing home patients.

(11) There should be forgiveness of Federal loans to medical stu-
dents who agree to work in long-term care facilities after graduation.

(12) All nursing homes participating in medicare or medicaid should
be required to install sprinkling systems as a protection against fire.

(13) Physicians and pharmacy owners should be barred from having
financial interests in nursing homes in view of the obvious conflicts of
interests inherent in dual financial interests.

(14) Federal support for home health care should be extended but
agencies offering such care should be licensed by the Federal Govern-
ment.

(15) A national rating system for nursing homes should be estab-
lished in order to aid the consumer in the selection of such facilities.

(16) The patients bill or rights should be enacted by the Congress
as a matter of law and thereafter be rigorously enforced. Moreover, a
private right to litigation and to money damages should be incor-
Eorated so that suits may be brought by and on behalf of nursing

ome patients directly.
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V. REPORT BY NEW YORK’S SPECIAL PROSECUTOR FOR
NURSING HOMES

During the last week of December 1977, Charles J. Hynes, deputy
attorney general and special prosecutor for nursing homes, released
his third annual report.® Mr. Hynes had been appointed in 1975,
following disclosures of widespread fraud in the nursing home industry
in that State. (After hearings by the Senate Committee on Agi g in
January and February 1975, all subpenaed books and recor(i-u and
investigative memorandums in the committee’s possession were turned
over to Mr. Hynes.) As of December 31, 1977, Mr. Hynes had:

—Obtained 120 indictments.

—Secured 53 convictions out of 65 completed cases (5 acquittals

and 7 dismissals).

—Conducted audits of 136 nursing homes (31 percent of the nursing

home beds in the State of New York).

—Identified $28 million in overstated operating costs and instituted

civil suits to recover this money.

—Helped the State prepare 33 cases of tax fraud resulting in $3.5

?illi}?n in liens and assignments in favor of the State of New
ork. :

—Obtained a $6 million grant from HEW to investigate and prose-

cute abuses in New York hospitals.

—Prepared a report of the “‘scandalous conditions” in New York'’s

adult care homes (boarding homes).

Prompted in large part by the work of the special prosecutors office,
an amendment was added to H.R. 3, the fraud and abuse bill (Public
Law 95-142) which will provide 90 percent funding to the States for
each of the next 3 years to help them establish similar units.!® The
report of the House Commerce Committee accompanying the bill says
n part:

The committee was particularly impressed with the
organization and operation of the New York Special Prose-
cutor’s Office, and believes it constitutes a model for anti-
fraud efforts in other States.

Deputy Attorney General Hynes called for the establishment “of
a permanent freestanding office in New York State” as the only
effective means of controlling medicaid fraud. He said:

My investigations have graphically illustrated that
medicaid is fraught with fraud and abuse. Resolution of

thie nroblem demands: thet thoee whe defrand medicaid be
identified, prosecuted and punished, and that punishment of
wrongdoers deter others; that our system of reimbursement
reward cost-effective health care and meaningfully penalize
unnecessary spending and poor patient treatment; that the
procedures by which we administer the medicaid system be
simple, fair, and efficient; and finally, that money reimbursed
on the basis of fraud and mismanagement be promptly and
fully returned.”

% “Annusl Report 1977,” Charles J. Hynes, Deputy Attorney General for Nursing Homes, Health and
Bocint Services, 270 Broadway, New York, N.Y. 10007.

10 In his Mar. 17, 1977 testimony before the House Ways and Means Committee and the Hcuse Interstate
and Foreign Commetce Committee, Senator Church suggested Federal funding for Btate fraud and abuse
units. This suggestion was also formalized in a recommendation by the 8enate Committee on Aging in its
June 1977 report, ‘’Kickbacks Among Medicaid Providers.”

1t Page 61 of report cited in footnote 9.
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VI. THE COMMITTEE’'S REPORT ON KICKBACKS

On March 7, 1977, Senators Frank Church and Pete V. Domenici,
ranking minority member of the committee, sent a position paper to
the chairman of the House Ways and Means and Interstate and
Foreign Commerce Committees. The House committees were conduct-
ing joint hearings on the subject of medicare and medicaid fraud. The
paper summarized the evidence the Committee on Aging had collected
mn the course of its investigations conducted in California, Illinois,
New York, Florida, Wisconsin, and Utah. The document was later
printed as a Senate report entitled: “Kickbacks Among Medicaid
Providers.”

The report concludes: ‘“The evidence is overwhelming that many
pharmacists are required to pay kickbacks to nursing home owners
as a precondition of obtaining & nursing home’s business.”

The committee report cites: ‘‘significant and convincing evidence”
that “kickbacks are widespread in medicaid.” The report adds that
after the committee’s indepth analysis in the States mentioned, ‘‘there
can no longer be any doubt about this pervasive practice which picks
the taxpayers pocket.” 3

Among the evidence cited in the report was a description of an
undercover investigation conducted by Special Prosecutor Hymes
in New York. Cooperating nursing home owners and suppliers wore
concealed microphones while negotiating contracts for food services,
pharmacy services, and linens. More than 50 conversations were
recorded. When asked how widespread the problem was, Mr. Hynes
indicated that about half of all the nursing homes in New York
were found to indulge in such kickback schemes.!*

The report recommended that the Federal statute which barred

- the coffering, solicitation, or receipt of kickbacks be upgraded from
misdemeanor to felony status.

VII. NURSING HOME REFORMS: PUBLIC LAW 95-142

Citing the work of the Senate Committee on Aging and the Perma-
nent Investigations Subcommittee of the Senate Committee on
Governmental Affairs, Senator Herman Talmadge, in 1977, advanced
S. 143—the medicare-medicaid anti-fraud and abuse amendments.
Committee members Church, Domenici, Chiles, and Percy cospon-
sored the legislation. In the House of Representatives, the companion
bill was introduced by Congressman Dan Rostenkowski, chairman
of the Subcommittee on Health, Ways and Means Committee.

The Committee on Aging assisted in terms of (a) testimony of
Senator Church before the House committees in joint hearings,
(b) the position paper presented by Senators Church and Domenici,
(c) testimony before the committee by former Senator Frank E.
Moss, (d) submission of the committee’s reports, including those
prepared by the General Accounting Office for the committee and

13 “Kickbacks Among Medicaid Providers,” a report of the Special Committee on Aging (Senate Report
No. 95-320), June 30, 1977.

13 Ibid., p. 28. . .

14 8ee testimony of Charles J. Hynes before the Special Committee on Aging, ‘“Medicare andMedicaid
Frauds,” part 7, Washington, D.C., Nov. 17, 1976, p. 765 and following.
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summarized earlier in this chapter, and (e¢) by cooperating with the
House Ways and Means Committee in joint hearings on fraud and
abuse in home health care programs (see chapter IV).

As noted in chapter IV the provisions of the fraud and abuse bill
were quite broad, extending from strengthening professional standards
review organizations to outlawing factoring. However, there were
several provisions which related directly to nursing homes:

(1) The Senate Finance Committee added an amendment which
requires all nursing homes to maintain a system for the proper han-
dling of patients’ funds as a precondition of participating in the
medicare and medicaid programs.

(2) In response to the GAO’s report prepared for the Senate Com-
mittee on Aging with respect to forced contributions, Representative
Claude Pepper added a floor amendment to H.R. 3 which makes it a
felony for nursing homes to force relatives to make a contribution as
a condition of accepting a patient.

(3) The House Ways and Means Committee and the Senate Finance
Committee also concurred with the recommendation made in the
Senate Committee on Aging report, “Fraud Among Medicaid Pro-
viders” and upgraded penalties for fraud, such as offering or receiving
kickbacks, from misdemesanor to felony status. Fraudulent acts with
respect to the medicare or medicaid program will henceforth be punish-
able by a maximum 5 years in jail, a $25,000 fine or both.

On Senate passage of this legislation, Senator Herman Talmadge,
chairman of the Health Subcommittee of the Senate Finance Com-
mittee credited the work of the Senate Committee on Aging. He said:

Both H.R. 3 and its companion bill, S. 143, reflect in
their provisions the extensive time and effort devoted by
several committees of the Congress in exposing fraud and
abuse in medicare and medicaid. For example, the Senate’s
Special Committee on Aging has, for years, vigorously and
imaginatively exposed the fastbuck artists and the ex-
ﬁloiters who prey on our older Americans. That committee

as sought, as we on the Finance Committee have, to keep
the Federal programs for the poor and the sick and the old
from being corrupted and subverted.'®

VIII. THE BATTLE OVER COST RELATED
REIMBURSEMENT

As a part of the Social Security Amendments of 1972, the Congress
enacted a provision requiring the States to reimburse all nursing
homes participating in the medicaid program on a “reasonable cost
related basis” by July 1, 1976.1° The amendment was targeted at
some States which in order to save money were paying nursing homes
what were thought to be inadequate, flat payments unrelated to the
costs which the nursing homes incurred. The law was enacted despite
the warnings of a vocal minority that nursing home rates were already
adequate and that forcing all States to move to cost reimbursement
would result in sharp increases in medicaid payments to nursing
homes. It was the judgment of the Congress that an acceptable level
of care required an adequate level of reimbursement to operators,
which could only come with cost reimbursement.

18 Congressional Record, Sept. 30, 1977, p. 8. 16007.
18 Public Law 92-603, Sec. 249.



92

The debate did not end with the enactment of the legislation.
Officials in the Department of Health, Education, and Welfare
continued to debate the issue. In the end, there was no consensus. On
July 1, 1976, the date the Congress had set for the law to be totally
implemented, HEW issued its first draft regulations. The effect of
HEW regulations was (a) to postpone the effective date of the law
until January 1978, and (b) to allow the States to continue to use flat
rate payments or virtually any other method of reimbursement as
long as they could demonstrate some relationship between the payment
formula and nursing home costs.

The American Health Care Association brought suit, alleging that
HEW could not push back the effective date of the statute and
complaining that the effect of HEW’s action was to deprive nursing
homes of adequate reimbursement as promised by the Congress.

The position of the industry was strengthened by an audit of San
Francisco nursing homes which concluded that medicaid rates in the
City were too low and that private paying patients were subsidizing
the welfare patients as a result.”

An audit conducted by Los Angeles County also agreed that private
paying patients were subsidizing medicaid patients but added that
‘the Medi-Cal reimbursement rate is generally sufficient to meet the
the costs of providing an acceptable level of care except in the case of
the 100-plus bed facilities.” 18

The Fifth Circuit U.S. District Court agreed with the nursing home
industry that HEW could not push back the effective date of a statute
by regulation, saying the action was illegal. The court ordered HEW
to issue regulations requiring all States to institute cost related reim-
bursement immediately. HEW, accordingly, has asked all the States
to enact cost-related reimbursement formulas as soon as possible and
most have already complied as of this date.

17 “Financial Study of Skilled Nursing Facilities in San Francisco: 1974-1976,” Accountants for the Public
Interest, San Francisco, Calif., November 1977. .

1 “Los Angeles County Nursing Home Study 1975-1977," prepared by Mark H. Bloodgood, suditor
controller, Los Angeles County, fall 1977.



CHAPTER VI
THE NATION’S RURAL ELDERLY

Rural issues affecting older Americans received attention from
the Congress, from practitioners in aging,' and from the Federal
executive branch in 1977 and early in 1978.

High point of legislative accomplishment was enactment of the
Rural Health Clinic Services Act (Public Law 95-210) extending
medicare and medicaid reimbursement to qualified nurse practitioners
and physician extenders in rural areas.

I. SENATE HEARINGS IN SIX STATES

Field hearings in widely varying locales ? during 1977 continued
a series on “The Nation’s Rural Elderly” begun by the Senate Special
Committee on Aging in 1976.3

Additional hearings, and a committee report dealing with “The
Nation’s Rural Elderly,” are expected within the next year. But
several themes expressed at the 1977 hearings are listed below, with
a sampling of hearing comments made on each point.

TRANSPORTATION AS AN URGENT NEED
INTENSIFYING ALL OTHER PROBLEMS

A witness at the Denver hearing (p. 428) told of an elderly man
who had to see an ophthalmologist because of a glaucoma condition.
The cost for a minibus round trip of 420 miles was about $85, “and
that was a very low cost—the question is, how do you serve the
most needy when geography dictates this kind of cost?”’ The witness,
Guidotta Bates, later said:

One of our most important resources for transportation
in all of our counties is the individual volunteer using his or
her own automobile. In my county, for instance, we do have
70 individual volunteers who transport the elderly . . .

! For example, the Western Gerontological Society, at its 23d annual meeting in Denver, Colo., in March
1977, conducted symposia and other events on the theme of * Growing Older in Rural America.” The fall
1977 issue of the WGS publication, *“ Generations,” sums ap major points from the Denver discussion in
a section called “ Rurals ‘R’ Ready.” The National Council on the Agi  January-Februray 1978 issue of
‘‘Perspective on Aging’”’ devotes several articles to ““ A Look at Rural Realities.”

2 Hearings bearing that title were conductedin: Denver, Colo., Mar. 23, Senator Frank Church presiding;
Flagstaff, Ariz., Nov. 5, and Tucson, Ariz., on Nov. 7, Senator Dennis DeConcini presiding; Terre Haute,
Ind., on Nov. 11, Senator Charles Percy presiding; Century, Davisville, and Pensacols, Fla., on Nov. 21,
and in Gainesville, Fla., on Nov. 22, Senator Lawton Chiles presiding; and in Champ: , H1., on Dec. 13,
Senator Charles Percy presiding. Extensive testimony on rural issues was taken at hearings on “‘New
Mexico's Senior Citizens’’ in Roswell, N. Mex., on Nov. 18 and in Taos, N. Mex., on Nov. 19, Senator Pete
V. Domenici presiding. Several witnesses at hearings on * The Eiderly Indian’’ in Fhoenix, Ariz., oit Nov.
12 (Senator DeConcini presiding) and in Albuquerque, N. Mex., on Nov. 2t (Senator Domenici presiding)
also discussed predominantly rural issues. .

3 The earlier hearings were conducted in Iows, South Dakota, and Nebraska during A t 1976 (Senator
Dick Clark presiding). For details and additional diseussion of rural issues, see chapter IX, * Developments
in Aging: 1976," part 1, annual report of the Senate Special Committee on Aging.

(93)
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At the Tucson, Ariz., hearing, the director of the Senior Now
Generation Program said that Pima County has been “inundated”
with transportation planning moneys, when the actual need is for
direct action and services:

What we need in the rural areas are vehicles where we
can begin a system of transportation. We want and need
those vehicles, the money for the drivers, the insurance
moneys, and full service maintenance moneys of these
vehicles. From physical collection of statistical data, we
know that if we had a total of six vehicles immediately in the
four rural areas, we could provide daily service to and
from senior centers, shopping assistance, medical appoint-
ments, escort service, and also develop a transportation
system to bring people into the metropolitan area, especially
for medical and health services.

In Roswell, N. Mex., a witness said that 16 vans in one large
district struggle to provide services to isolated rural elderly but
are hampered by poor roads and unavailability of replacement vans.
She described another difficulty:

UMTA (Urban Mass Transit Administration) grants
available for our program take approximately 1 year to
process before purchases can be made. These grants require
hours of paperwork to justify the need of the vans, which
limits us to provide other services.

At the Taos, N. Mex., hearing, Gene Barela of the district area
agency on aging described a formidable transportation barrier:

As you know, the Rocky Mountains split our seven
counties in half. All your roads are oriented north and
south, which means that you might have two communities
that are very close in distance but are very far in travel
time. Because of this, the cost of running vans, of taking
neople to meals, of providing services to the people in-
creases very rapidly.

THE NEED FOR GREATER FLEXIBILITY IN OLDER AMERI-
CANS ACT ALLOCATION FORMULAS FOR RURAL AREAS

Colorado Governor Lamm, in a statement for the Denver hearing,
said that his State allocates Older Americans Act title III funds on a
formula incorporating four weighted factors: the total 60-plus popula-
tion by planning and service area (weight 55); the total minority
elderly population by area (weight 13); the total low-income elderly
}gopulatlon by area (weight 19); and the total rural area population

y area (weight 13).

He added:

We do not feel that intervention at the Federal level re-
garding any formula adjustment is appropriate. Responsi-
bility to allocate the Federal funds should remain at the
State level where unique needs of each State can be appro-
priately addressed.
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Another view was given by an area agency director at the Flagstaff,
Ariz., hearing:

Over the past several years, Federal legislation has begun
to recognize the greater need in rural areas, but there has
been no type of rural factor or indicator allowed for these
differences when funding allocation is on a per capita basis.
While it is understood that no funding allocation formula
can assure scarce population areas the same amount of
money received by the dense population areas, at the very
least a formula that could take into account the rural factors
that result in higher service costs per capita would work for
& more reasonable distribution of funds available than now
exist.

At the Roswell, N. Mex., hearing, State Commission on Aging
Planning Director William F. Vigil said:

In predominantly rural States, such as New Mexico,
social services are scarce and agencies supplying even the
most essential services are often nonexistent. Resources are
scarce and per capita income is low. The local tax base has
difficulty in supporting the most essential services such as
water and sewers. . . . It is not uncommon for older persons
to travel 80 to 90 miles to the nearest doctor and to all other
social services. . . . Our concern with the present formula as
it applies to New Mexico, Senator, is that it does not take
into account the geographical problems in States with a
fairly large area and a number of sparsely settled communi-
ties. The needs of the rural elderly population are as severe
as those in our urban centers. The rural elderly are often
socially isolated because of geographic conditions. We feel
very strongly that these elderly citizens should not be pe-
nalized by geography.

MEANS OF PROVIDING HEALTH SERVICES IN VAST,
SPARSELY SETTLED AREAS

Ed Dunn, director of the Northern Arizona Council of Govern-
ments Area Agency on Aging—serving a four-county area larger than
the State of Pennsylvania—said at the Flagstaff hearing:

Medicare, for example, is supposed to serve all older par-
ticinants fairly Oldar nersens do pay cut the same nraminme,
deductible, and coinsurance rates, but do they receive equal
benefits in return? How can they if they don’t have access to
& doctor or even a hospital? How can they if there is no way
to get them to the treatment or to get the treatment to them?
In many communities in northern Arizons there are no
medical facilities, no doctors, no dentists. There are limited
nursing home facilities, no elderly day care facilities, and a
very meager effort at provision of adult social services under
title XX of the Social Security Act.

23-577 0-178-9



96

In Florida, urban bases for rural health services were described at
two hearings. At the Pensacola hearing, Warren M. Briggs told of
%ans of a health care foundation associated with a private Baptist
Hospipg,l to provide outreach and other specialized medical services.

e said:

It is a lot less expensive for one doctor and one technician
and one nurse to go to Warrington, Blountstown, Atmore,
or other outlying areas and provide those specialized services
there to 25 or 50 people than it is to bring all of these people
to Pensacola or to other big medical centers.

In Gainesville, Richard Reynolds, M.D., chairman of the Depart-
ment of Community Health and Family Medicine at the University
_of Florida, said that his department has, for more than 9 years,
provided ambulatory health care to citizens in rural counties west of
Gainesville. He added:

Presently our clinics are the major source of health care
in one rural county; the only source in two counties. Amal-
gams of medical students; physicians assistants; assistant
students; graduate physicians’ assistants; residents in family
medicine, pediatrics, and internal medicine; medical school
faculty; clinical nurses; public health nurses; and other
health professionals provide comprehensive, ambulatory
health services to these rural citizens. Over 30,000 patient

visits are recorded annually in those communities and an
additional 20,000 in Gainesville.

PRESENT AND FUTURE IMPORTANCE OF SENIOR
CENTERS IN RURAL AREAS

Maurice Endwright, director of the Indiana State Commission
on Aging, described (at the Terre Haute hearing) senior centers as
“Jifesavers to the rural elderly.” He asked for changes in Older Ameri-
cans Act title V regulations to permit the use of funds for center
operations.

At the same hearing, Louise Johnson, former university extension
agent for the area and now vice president of the State advisory council
on aging, gave this account:

We have had experience at Greencastle in Putnam County
at our senior center and we have several examples of isolated
people. One lady was just sitting with something over her
shoulder to keep her warm, her thermostat was turned down.
She had used all of her money and had bought a little home
and she was just sitting there. We did have the nutrition
site at our center and we were able to get her to come be-
cause she happened to know the director for the nutrition
program and she has worked for about 3 years now and that
was the thing that she had to look forward to day after day.
She was not physically able to do heavy work but she would
set the table and put the flatware on the table and this sort
of thing, and it has enriched her life tremendously.
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Sharon Lindsay, director of the Champaign County Office on
Aging, said at the Illinois hearing:

One method of providing coordination of services for the
rural elderly is through multipurpose senior centers. Title V
is & welcome funding source to help initiate such centers.
There are two problems, however. In some communities,
there simply is no suitable structure to be purchased or
renovated for a center. Funding for new construction where
there is no feasible alternative is needed. Also, after the
center is developed, there will be an ongoing need for funding
for staff and operating costs. In our State it is unclear what
funding units can and should be responsible for local funding.

FRAGMENTATION OF PROGRAMS SERVING THE ELDERLY,
AND THE INTENSE IMPACT IN RURAL AREAS

Charles Rupp, director of Community Services, Inc., in Grand
Junction, Colo. (pp. 474-5, Denver hearing), provided this inventory
of programs with which he deals:

In order to attempt to deliver needed services to the elderly
of western Colorado, Community Services, Inc., has found
it necessary to work with and be responsible to an incredible
maze of government programs and agencies. Two RSVP pro-

ams and one foster grandparent program receive their fund-
ing from ACTION; two title VII nutrition programs from
the Administration on Aging, coordinated through the Colo-
rado State Division on Aging; one outreach program receives
funds through the Community Services Administration ; an
Areawide information and referral program through title ITI
funds, administered through the Rocky Mountain Ares
Agency on Aging; nursing home services are provided through
private contracts as well as State contracts; and transporta-
tion services through funds from most of the above programs,
community donations and the Department of Transporta-
tion. Services not provided by this agency, but necessary to
the clients we serve, are provided by the county departments
of social services, mental health, public health, the Depart-
ment of Agriculture (for food stamps and commodities), and,
need I say more-—the list is endless.

There 1s a great need in this country, and this is particu-
larly true in rural areas, for a planned and coordinated deliv-
ery system for meeting the needs of the elderly. Presently,
we not only have a proliferation of Federal programs for the
elderly, we have conflicting eligibility requirements, varying
and conflicting guidelines and regulations, and in many cases,
duplication o? services. Being aware of the geographic dis-
tances between communities served here makes these prob-
lems mind-boggling. Adding to the confusion, we are
becoming increasingly aware of the growing involvement of
business and industry in the delivery of services to the elderly,
with the incentive being profit. This is to be seen in the
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nursing home industry, Meals-on-wheels, and in home and
health care programs. If industry is capable of providing
these services more effectively and less costly, and does this
not seem to be the case, it still needs to be demonstrated
thag there is a strong commitment to human values and
needs.

The majority of those persons working for and with the
elderly are dedicated, hard-working, underpaid, and over-
extended. Thousands of hours of volunteer time are expended
by hundreds of volunteers (Community Services, Inc., has
over 1,100 volunteers of all ages, the majority being seniors)
but the great lack of resources, generally money, and the
bureaucratic restrictions and regulations provide an often-
times impossible barrier.

IMPORTANCE OF EMPLOYMENT PROGRAMS IN SMALL
COMMUNITIES AND FARM AREAS

The Program for Local Service—a Colorado program enlisting 63
aid participants and 800 community volunteers at the time of the
enver hearing—is described in a statement by PLS Director William
Hanna (pp. 494499 of that transcript) as particularly appropriate for
rural areas.

At the Taos hearing, Lee Martinez said that the Jicarilla Apache
Tribe has committed $80,000 of its own tribal funds to employ the
elderly. “So you can see,” he added, “that the tribe has a personal
commitment to its elderly ; however, it is insufficient. They would like
for the Federal Government to, likewise, show their sincerity.”

In Century, Fla., Mrs. Vera Presley described an employment pro-
gram which provides work for homemakers, including one who pro-
vides 24-hour service in the homes of persons recently discharged
from the hospital. The program served 111 persons at the time of the
hearing. One man whose wife had died just 3 days before the hearing
nevertheless came and testified on what the homemaker service had
meant to him and his wife in her final days.

At the Gainesville, Fla., hearing, State Green Thumb Director
Marion Campbell said that 633 participants in that program now work
in 44 counties—or about 10 to 15 in each county. He added:

... In our most rural counties it is very easy to find 10 or 15
older people needing and willing to work.

He described one such worker:

Mr. Willie Brown of Olustee, Fla., will be 103 next March
and he has been on our program for 3 years. He hardly misses
a day, plus he walks about a mile to work. He will fight you
for his job.

OFTEN DESPERATE HOUSING NEEDS OF THE
- RURAL ELDERLY

Among the reasons for persistent, severe housing problems in rural
areas suggested (p. 547 of Denver transcript) by Renita Boothe,
Western Slope representative for Colorado Housing, Inc., were:
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There is a lack of visibility of the problems of housing
within rural communities. There are no vast ghettos. There
are only dispersed examples of deteriorating and dilapidated
houses which are overlooked as isolated examples within the
community. Diversity of needs between rural communities,
energy impact versus agriculture, are not recognized. There
are cases of elderly persons living alone in a tiny, inadequate
apartment with too many stairs to climb, but 1s all that a
small, fixed income can buy. Low-cost mobile homes, while
providing some advantages, are considered substandard
housing according to minimum housing standards and mobile
home ‘“hustlers” are rampant. Not an adequate solution.

As we look at the governmental agencies whose job it is to
deal with those problems, we see piecemeal and overlapping
programs, multiplicity and frequent changes of those pro-
grams that have seemed to be designed to discourage rather
than encourage the support to the communities for housing
programs. Once a community finds a program or combination
of programs that will work, the amount of redtape that must
be ground out is appalling. Assuming that one can accept the
redtape and delays, the tendency of the reviewing agencies to
apply urban criteria to rural housing further frustrates com-
munities. According to the 1970 census, close to 60 percent
of the Nation’s substandard housing was located in rural
areas; with only one-third of the population, rural areas ac-
count for nearly two-thirds of the housing needs.

A Flagstaff witness, John DeVore, said that only $9,000 for a model
home repair program in his four-county area was made available by
the Community Service Administration, and added:

We have run into a situation over in Prescott where the
carpenter called to find out how he was going to weatherstrip
a blanket that was on the door.

Findings from actual tests conducted in Vigo County, Ind. (and
cited at the Terre Haute hearing), showed that weatherization pro-
grams can result in significant savings: energy consumption in 108
weatherized homes (64.6 of the units serving older persons) was re-
duced by 28 to 42 percent.

Rosita Rayborn of Espanola, N. Mex., gave at the Taos hearing
this picture of housing need:

AMarntsr Biwn 1n hawean 4hat haven had svn swatnbananna cinan
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they [the elderly] themselves were able to take care of this.
Consequently, roofs are leaking, windows and doors are not
sealed properly, and little or no insulation is found in many
of these homes. Many senior adults live in below-standard
homes; homes without facilities inside—such as bathrooms
and running water—are & common sight in the larger area of

Taos and Rio Arriba Counties. . . . We go to an 83-year-old
person’s home and find him in a pool of deep water on his floor
and the ceiling about to cave in. . . . It is proof enough of

more need for senior citizens low-income housing projects.
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FREQUENT INABILITY TO CONTINUE DEMONSTRATION
OR OTHER PROJECTS BECAUSE OF LIMITED LOCAL
RESOURCES

Edith Sherman, professor at the University of Denver, gave this
example: ' ‘

There was a program in Colorado called Friendly Tele-
phone Reassurance and Transportation Service in a little min-
ing town in Colorado. It was run by a nurse. She obtained 3
years of funding and when, after 3 years, she got tired and
fatigued with her work—all of the volunteer drivers and tele-
phone people got nothing except gasoline costs—when she got
tired after 3 years, this program died. Is there a reason, if we
have successful demonstration projects, why these programs
can’t be replicated elsewhere? This particularly might be done
in any mountain town, in any agricultural community, with
small population and very sizable geographical distances.

Jean Cox, director of an area agency on aging, testified at the Terre
Haute hearing:

Another problem that is not unique just to rural area
agencies, but is more acute in rural areas, is the matching
requirement on planning, coordination, and pooling of the
area agency funding. In small counties, trying to secure
the 25-percent match required on the planning portion of
the budget and the additional 10 percent on coordination
and pooling, we feel we are asking for money in competi-
tion with the aging problems we have established here.
Since there is so little money available, we feel it unfair to
ask for money to maintain the agency when the money is
needed so desperately to maintain the programs there
for the older people. If all aging programs could be chan-
neled through the State and area units, it would provide
more efficient use of personnel and funds and create less
confusion to the older people.

II. ADMINISTRATION TESTIMONY

Alex P. Mercure, Assistant Secretary for Rural Development
in the U.S. Department of Agriculture, gave this portrait of rural
older persons and departmental concerns in testimony presented
in March 1978 to House and Senate units considering extension
of the Older Americans Act:

The rural elderly represent more than a third of the
Nation’s elderly population. Nationally, 1 out of every 10
American is over 65 years of age. In rural areas, that pro-
{)ortion is close to one and five. Approximately 5.4 mil-
ion persons, or one of every four of those 65 and over,
live on farms or in rural communities with populations
less than 2,500. :
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The inadequate service delivery system for the rural
elderly may result in & condition of despair and isolation.
Inadequate income, a lack of transportation, home repair,
and health care services may prevent the rural elderly from
maintaining independence and dignity in their later years.

The most common barriers to the delivery of services in
rural areas include: (1) Low population density; (2) higher
cost of services; (3) lack of organized communications
networks; (4) lack of public or any transportation systems,
preventing the elderly from reaching those services which
are available; and (5) lack of local moneys to match Federal
funds and/or to finance services on a long-term basis.

The Secretary also said that 60 percent of the Nation’s substandard
housing is in rural areas and that approximately 44 percent of this
rural substandard housing is occupied by persons 60 years of age or
older. He added:

Sixty percent of the rural elderly live in homes which were
built prior to 1915. Some cannot rely on family members to
fix leaky roofs or to replace doors on hinges. The request by
the rural elderly for home repair services far exceeds the
program assistance presently available.

Other points:

An American Medical Association study reports that there are
more than twice as many physicians per 100,000 population in metro-
politan areas as in nonmetropolitan areas.

One-third of the rural elderly have incomes below the poverty level
as compared to 25 percent in the central city and 17 percent in the
suburbs. The Secretary added:

Nearly 60 percent of the rural elderly who are members of
minority groups live below the poverty levels.

As to Older Americans Act issues, the Secretary said:

. 216 area agencies on aging (39 percent) under that
act serve rural areas and that the Department of Agriculture
welcomes the opportunity provided by the reauthorization of
the act “to examine the establishment and operation of AAA’s
in rural areas to determine the most effective means of coor-
dinating & viable network of services to the rural elderly.

The Secretary also praised the title VII group meals program,

Additional effort is needed to make the programs more
accessible to those who reside in rural areas. The meals-on-
wheels program is particularly beneficial to the elderly in
nonmetropolitan areas.

The title V program for multipurpose senior centers and other
Y)rograms administered by the Department of Housing and Urban

evelopment “can provide a focal point for aging services in rural
and other communities.” He added:
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However, based on evidence that we have analyzed, in
some rural areas there are no multipurpose senior centers.

In a call for concerted effort to increase the participation of the
rural elderly, he said:

We would hope that in the reauthorization of the act the
Congress and the administration could work together to
insure that the needs of the rural elderly would be taken
into account in order to provide for a more efficient service
delivery system.

He also referred to actions taken in the Department of Agriculture to
focus attention on the rural elderly:

Under section 603 of the Rural Development Act, the
Secretary has been given a mission of coordinating efforts
by other executive branch efforts in enhancing service de-
livery for rural persons. We have created a staff position
within the Policy Coordination and Training Unit of the
Farmers Home Administration to work with other agencies
and the Congress in planning strategies to more effectively
respond to the needs of the rural elderly.

Tuae Economic CONTEXT

_What were described as alarming trends in the overall economic
circumstances of rural America were described at another hearing *
by John C. White, Deputy Secretary of Agriculture:

.. . we know in spite of an overall reversal in the tendency
of rural people leaving for the cities, many rural counties
are continuing to lose population.

In spite of employment growing faster in rural areas, job
opportunities are more limited and wages are lower.

Even though median family incomes are rising faster in
rural areas than in urban areas, rural families still make
$3,000 less than their urban counterparts.

Even though rural, we know poverty is declining, there is
a 50-percent higher rate of poverty in rural areas than in
urban cities.

Even though rural areas account for only one-third of the
Nation’s houses, 51 percent of the substandard housing of
America is in rural areas.

Frankly, Mr. Chairman, we need to find out the reasons for
these alarming facts. We don’t know now who is being
bypassed in rural development programs, what the unmet
needs are, where they are, how they vary by region, what
community services are the most deficient, what private in-
dustry is doing in rural America—or what it should be
doing—or what the quality of the existing services and f acili-
ties are, even if we can find out how many services exist. We
stand ready to meet this particular challenge.’

¢“Economic Problems of Rural America,” hearing before the Subcommittee on Economic Growth and
Stabilization, U.S. Congress Joint Economic Committee, June 7 and 15, 1977.
s Page 4 of hearing cited in footnote 4.
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Mr. Carter said that the present administration intends to place
great emphasis upon his Department’s responsibility, as mandated
in the Rural Development Act of 1972, for the coordination of all
Iﬁlraldgegelopment activities throughout the Federal Government.

e added:

We have proposed two broad objectives for rural develop-
ment. They are to emphasize improved productivity and
higher incomes for rural residents, and to target aid to reach
higher levels of self-sufficiency—to achieve better availability
of food, housing, sanitation, education, transportation, and
medical care for all people, particularly our elderly and low-
income citizens.® [Emphasis added.]

Under the heading of “broad possibilities to strengthen rural develop-
ment,” the Secretary said that government loan guarantees, loans with
no interest subsidy, and loans with indexed rates could stimulate
the flow of private capital into rural areas for purposes including the
following: '

This financial aid could be used to increase farm ownership
and help more young people enter farming. It could extend
home ownership to low income and our rural elderly who have
marginal ability to buy a home. It could expand and diversify
the employment opportunities in rural areas. It could be used
f(&r community facilities, or for transportation.” [Emphasis
added.]

III. THE RURAL HEALTH CLINIC SERVICES ACT

Signed into law on December 13, 1977, the Rural Health Clinic
Services Act (Public Law 95-210) is intended to deal with what Senga-
tor Dick Clark describes as “‘a serious obstacle to primary health serv-
ices in rural, medically underserved areas—those parts of this coun-
try that lack an adequate supply of health manpower and basic
health services.” 8 :

He explained:

Under existing law, medicare and most State medicaid
programs fail to pay for services provided by nurse practi-
tioners or physician assistants, unless a supervising physician
is present. H.R. 8422 (the Rural Health Clinic Services Act) re-
moves this requirement, while insuring that there is adequate
physician supervision of the medical services offered by o

e

rural health clinic.
Senator Robert Dole also welcomed the legislation:

Rural areas have experienced increasing difficulties in
recruiting and retaining physicians. In my own State of
Kansas, there are approximately 52 primary care physicians
per 100,000 population. Because of statistics such as these,
- We must continue to emphasize the need for more physicians

¢ Page 4 of hearing cited in footnote 4.

7 Page 5 of hearing cited in footnote 4.
9 Page S19233, Congressional Record, Nov. 29, 1977.
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in these areas and support programs such as the National
Health Service Corps, but also look to other professionals
who are qualified to provide high quality medical and nursing
care. Many States have turned to the utilization of nurse
practitioners and physician assistants. This legislation is
designed to encourage, and not inhibit, as present law does,
this utilization. Of course, it is not our intention to supersede
any State Nurse Practice Acts, Medical Practice Acts, or
laws regulating the practice of physician assistants.®

Public Law 95-210 requires general direction of a clinic’s professional
activities by a doctor but it does not require the physician’s physical
présence when services are provided.

* Other provisions:

—DMedicare and medicaid are now authorized to pay for the reason-
able costs of services provided by physician assistants and nurse
practitioners in rural clinics which meet appropriate standards.
States must include provision for such services in their medical
assistance plans.

—The Secretary of Health, Education, and Welfare is to conduct a
feasibility study of imposing a copayment for each visit to a rural
health clinic instead of the medicare deductible and coinsurance.

—The Secretary is also to report to the Congress on the advantages
of extending coverage under the medicare program to urban or
rural mental health centers.

Regulations published in the Federal Register on March 1, 1978,
indicate that rural health clinics may be reimbursed by medicare for
the following services:

(1) Physician services and supplies furnished as a part of a physi-
cian’s professional services.

(2) Services of physician assistants, nurse practitioners, nurse mid-
wives and specialized nurse practitioners, as well as services and
supplies furnished as a part of such services.

(3) Visiting nurse services on a part-time basis to homebound
patients (limited to areas where there is a shortage of home health
agencies.) 42 CFR § 405.2401 et. seq.

The National Senior Citizens Law Center, welcoming the law and
the regulations, recently commented:

Perhaps the most important aspect of the regulations
which have been issued thus far is that they require reim-
bursement for NP or PA services unless States specifically
prohibit such individuals from engaging in medical practice.
This means that where State law 1s silent on the matter,
reimbursement will be permitted, so long as the NP’s and
PA’s meet the education, training, and supervision require-
ment set forth in the clinic certification regulations. [Em-
phasis added.]

The Rural Health Clinic Services Act and its accompany-
ing regulations open the door for the growth of primary .
health care in rural, medically underserved areas.!®

¢ Page $19232, Congressional Record, Nov. 29, 1977,
10 In the Mar. 10, 1978 issue of  NSCLC Washington Weekly.”
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FINDINGS AND RECOMMENDATIONS

Some progress in meeting the special needs of rural areas was
made during 1977, notably passage of the rural health clinics
bill. But smaller communities and sparsely populated areas of
the country are still underrepresented in many Federal efforts.
Nationwide, about 27 percent of persons 60 years or older reside
in rural areas, and much more attention and action are needed
to overcome the barriers to service posed by isolation and distance.

The Committee on Aging recommends:

—Amending the Older Americans Act (see chapter VIII for
additional discussion of Older Americans Act issues) to pro-
vide a uniform 90 percent Federal match for all programs
under the act administered by area agencies on aging and
local planning and service areas. (Currently, the Older
Americans Act provides for a 90/10 Federal-local matching
share for planning and service areas served by designated
area agencies on aging. Planning and service areas without
a designated area agency on aging must provide a 25-percent
matching share for Federal Older Americans Act funds., Of
612 planning and service areas, 556 are served by area agen-
cies on aging. The remaining 56 areas, in predominantly rural
areas, must now provide the higher match even though it is
often more difficult for rural areas to meet this requirement.)

—Amending the Older Americans Act to include an expanded
program of home-delivered meals. Many rural elderly find
it impossible to participate in congregate meal programs
because of greater distances and scarce transportation.

—Amending the Older Americans Act to authorize funding for
senior center operations. Senior centers are of particular
importance to rural older Americans, often serving as the
sole source of activities and services.

—Amending the Older Americans Act to increase income lim-
itations for participation in the title IX senior community
service employment program up to 125 percent of the poverty
level, enabling many more rural elderly to participate in the
program,

—Increased funding for rural public transportation, including
subsidies for operating expenses.

—Continuation and expansion of the National Health Service
Corps, which provides needed health manpower in rural,
medicaily underserved areas, and congressional considera-
tion of further incentives for expansion of rural health
clinics and utilization of nurse practitioners and physician
extenders in rural areas.

—Special outreach efforts by the Department of Energy to
insure that home weatherization programs administered by
the Department reach the rural elderly, and increased efforts
by the Farmers Home Administration to make home repair
grant and loan programs easily accessible by older Ameri-
cans in rural areas.



CHAPTER VII

HOUSING: NEW LEGISLATION, FOCUS ON
NEIGHBORHOODS

Enactment of the Housing and Community Development Act of
1977 continued, and somewhat broadened, Federal housing efforts for
older Americans.

In addition, the administration’s forthcoming urban policy state-
ment * also gives promise of intensified attention to central cities, where
high concentrations of elderly persons reside.

But sharply rising fuel bills (see chapter ITI, the high cost of energy)
and sharp increases in property taxes ' and rents continued to intensify
shelter needs of older persons in many parts of the Nation.

The controversial eviction of elderly residents of a San Francisco
residential hotel focussed this committee’s attention on forces in
American cities which cause neighborhoods to deteriorate and even
disappear, displacing people, destroying low-cost housing stock, and
disrupting networks of social assistance.

Finally, prior hearings and a report by the Senate Committee on
Aging served as the basis for new ‘congregate housing” legislation
intended to preserve independent living for older persons who might
otherwise face institutionalization.

I. DEVELOPMENTS IN FEDERAL PROGRAMS

The Housing and Community Development Act of 1977 ? contains
_sevler(siml sections of primary importance to older Americans. These
include:

—A continuation of the section 202 program of long-term loans to
nonprofit private sponsors at a $750 million funding level. Addi-
tionally, $120 million in section 8 rental assistance subsidies are
set aside for use in conjunction with section 202 projects.

—During 1977, the Department of Housing and Urban Develop-
ment (HUD) awarded $630 million to sponsors for the construc-
tion and rehabilitation of about 24,000 units in section 202
projects. Also during the year, the first of the projects to receive
funding since the section 202 program was revised in 1974 was
completed and occupied in Spokane, Wash.

—The section 8 rent subsidy program, which guarantees that
assisted households pay no more than one-quarter of gross income
for shelter, was reauthorized at a level of $1.16 billion for fiscal
1978; Congress later appropriated this full amount. Older Ameri-
cans have benefited more than any other age group from the
section 8 program, which became the major Federal mode of

* Issued on Mar. 27, 1978, by President Carter. . X o,
1 See chapter IV, section I, ‘“‘Housing: the Heav; Burden”, in ‘“Developments in Aging: 1976, Part 1
ﬁuql report of the Senate Committee on Aging, for additional discussion of rising housing costs for older
ericans. .
1 Public Law 95-128. Chapter 8 discusses the community development block grant portions of this bill.

(106)
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housing assistance in 1974. Through the end of 1976, HUD
reports, almost half of all assisted units were for the elderly and
handicapped; two-thirds of these apartments were new con-
struction.?

—The Farmers Home Administration (FmHA) was given new
permission to finance special equipment and facilities in its rural
housing program, including congregate facilities for frail elderly
tenants.

—Title 8 of the act requires all of the Federal financial regulatory
agencies (i.e., the Federal Deposit Insurance Corporation, the
Federal Home Loan Bank Board, etc.) to encourage the insti-
tutions they serve to meet the “‘credit needs of its entire com-
munity, including low- and moderate-income neighborhoods.”
Institutional compliance will be regularly assessed by the regu-
latory agency. These community reinvestment guidelines are de-
signed to police “redlining” practices which, by exempting entire
neighborhoods from access to financing, can hasten their decay

and demise.
A. HUD AcTIvITIES

HUD undertook other actions during the year which can lead to
better housing and communities for older Americans.® The Office of
Interstate Land Sales, for example, readied new proposed rules which
can provide more information, in easier-to-understand form, to
individuals considering the purchase of out-of-State property for a
retirement home. And the New Communities Administration con-
tinued a research study on the barrier-free planning of new residential
villages. Preliminary results indicate that accessibility for the elderly
and handicapped can be achieved for only 2 to 3 percent additional
development costs. The new community developed on Roosevelt
Island, in the East River between Queens and Manhattan, features
barrier-free access to all buildings and facilities, minibus transporta-
tion, and 284 units of housing for the elderly and handicapped.

Policy changes were also instituted. In December, HUD announced
the targeting of $174 million to 23 “hard pressed’’ cities in a move to
achieve better “balance’” between the aid received by such cities in
comparison to their surrounding suburbs.® And in March 1978, the
Department issued revised section 202 regulations which decentralize
the program’s administration to field offices and require greater assur-
ances that approved sponsors have acquired suitable sites.®

B. I'HE HOUSING/ WELFARE UEBATE

The shape of the future Federal commitment to housing programs
became a subject of debate between HUD and other executive branch
agencies during the year. In July, it was reported that the Office of
Management and Budget (OMB) had proposed that most subsidized

19i 7“The Current Siaie of the Section 8 Housing Programs,” Congressional Research Service, 77-67E, Mar. 1,
n

4 A summary of HUD’s major actions on aging during 1977 is printed in part 2 of this report. On Sept. 8,
1977, Under Secretary Jay Janis announced the creation of a special task force to improve and simplify
regulations for the section 8 program.

$ Washington Post, Dec. 28, 1977, p. Al.

8 Federal Register, Mar. 1, 1978, pp. 8492-8498.
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housing programs be terminated and their funds be transferred to a
reformed welfare system that would provide low-income individuals
with money for the purchase of shelter on the private market.” Critics
of such a policy shift have contended that it would end neighborhood
revitalization efforts and would have an inflationary effect on the
housing market. Later that month, the Department of Health,
Education, and Welfare (HEW) reportedly suggested to the White
House that a special “tax’’ be imposed on welfare recipients living in
federally subsidized housing, to equalize their benefits with those of
other recipients.® Secretary of HEW Califano disavowed this pro-
posal,® but the debate over how to best assist lower-income Americans,
mncluding elderly SSI recipients, continues within the administration.
In January ‘1978, as development of the Carter Urban Policy con-
tinued, Secretary Califano urged that the President place his ‘‘primary
emphasis on people in distress rather than places in distress.”

C. NEw AnNaLysEs oF CURRENT PROGRAMS

During the year, studies of two current housing programs found

them to have problems:

—The GAO evaluated the section 236 program of mortgage in-
surance and operating subsidies targeted at low- and moderate-
income households; the program was created in 1968 but suspended
in 1973. The GAO found that “Section 236 has been effective in
providing housing for moderate income households during a period
when the stock of moderately priced rentals has been shrinking
rapidly.” * GAO recommended that the HUD Secretary design
new measures to assure that moderate income households receive
a greater portion of Federal assistance in the future. About 20
percent of the 450,000 section 236 units are occupied by elderly
households.

—The Center for the Study of Responsive Law issued a sharp cri-
tique of HUD’s efforts to provide shelter for Indians. Between
1969 and 1976, HUD pledged to build 55,446 units on reservations
but constructed only 21,181. The report charged that many of
these units were poorly constructed, and that the entire program
was bogged down in redtape. HUD agreed that serious difficulties
persisted and that revised regulations, as well as better coordina-
tion with other Federal agencies sharing responsibility for services
to native Americans, were required.’”

II. PRESSURES ON URBAN NEIGHBORHOODS

In the early morning hours of August 4, 1977, 40 elderly Chinese
and Filipino residents of the International Hotel, located at the edge
of San Franeisco’s Chinatown, were evicted by over 330 law enforce-
ment officers as 2,000 demonstrators looked on.

7 Washington Post, July 14, 1977, p. Al.

8 Washington Post, July 27, 1977, p. AL

* Washington Post, July 28, 1977, p. Al.

19 New York Times, Jan. 25, 1978, p. Al.

11 “Section 236 Rental Housing—An Evaluation with Lessons for the Future,” GAO report No. PAD-
78-13, Jan. 10, 1978.

12 Jdaho Statesman, Aug. 21, 1977, p. F1. Committee on Aging field hearings in 1977 developed new in -
formation about the housing conditions and needs of older Indians; see chapter VI.
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On August 5, Committee on Aging Chairman Frank Church dis-
patched a staff member to San Francisco to investigate. The com-
mittee’s findings indicate that central city neighborhoods housing
large numbers of older persons are often hard-hit by public or private
redevelopment. The effort of the International Hotel’'s tenants to
stave off eviction, and their home’s razing for commercial redevelop-
ment, had become a focus of the concerns of many of the one-fifth
of San Francisco’s population who are 60 and older. The committee
investigation also indicated:

——Central city neighborhoods housing large elderly populations,
and containing networks of friendships and services, were being
destroyed at a rate which exceeds the practical capability for
provision of adequate substitutes. The International Hotel situ-
ation was but one in a long series which had aroused civic concern;
federally backed redevelopment programs appeared to have often
worsened the situation.

—Long delays in implementing Federal housing projects approved
for Chinatown had generated criticism of the area HUD office.

—The vacancy rate in the city was at a crisis level of 2 percent.
Waiting time for older persons wishing to move to subsidized
housing was a minimum of 3 years. And substandard and danger-
ous single room occupancy hotels (SRO’s), housing a significant
portion of downtown elderly, were being torn down rapidly,
causing rents in the remaining units to rise precipitously.

—PForeign investment for commercial redevefopment appeared to
be intensifying these difficulties. The U.S. Customs Service was
investigating the origins of the funds used to purchase the Inter-
national Hotel to determine whether they ha,(f) been brought into
the United States in compliance with applicable law.

—Many experts argued that old neighborﬁoods need not be swept
aside. A combining of existing housing programs, preservation
legislation, and tax breaks could result in the successful recycling
of sound structures into model housing for the elderly, at costs
considerably below those of new construction.

New ErrorTs To SAvE NEIGHBORHOODS

As a result of its inquiry into the International Hotel eviction,
Committee on Aging members are considering a further, in-depth look
at the relationship of older Americans to their neighborhoods and the
Ema.ns by vfx‘rhic}(l1 these basic Abuilding blocks of America’s cities can

a nracarwad and ctranathana
ther developmentsa at the Federal level also promise to focus
attention on neighborhoods, and provide new help:

—The Senate Subcommittee on Financial Institutions held hearings
during 1977 on alternative mortgage instruments. It now appears
likely that one of these, the reverse annuity mortgage (RAM)
will be approved during 1978 by the Federal Home Loan Bank
Doard.® RAM’s will permit older homeowners, who are normally

13 Congressional Record, Mar. 2, 1978, pp. S2773-74.
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unable to secure second mortgages, to convert the equity they
have saved in their home into a series of annuity payments.**
—A new, congressionally created National Commission on Neigh-
borhoods will hold hearings throughout the Nation in 1978. This
Commission will make recommendations to the Congress at the
start of 1979 on new mechanisms to promote reinvestment; effec-
tive means of community participation in local governance;
policies to prevent financial red-lining in declining neighborhoods
and real estate speculation in those that are reviving; and policies
to make maintenance and rehabilitation of existing structures as
economically attractive as their demolition presently is.
—Congress will examine and amend the Uniform Relocation Act
during 1978. This law provides rights and compensation to those
persons and businesses who are displaced by Federal redevel-
opment and construction projects.
—HTUD is placing greater emphasis on neighborhood rehabilitation
and the prevention of the unnecessary uprooting of their residents.
In a speech to the National Association of Realtors, Secretary
Harris said:

We must be concerned about the negative, spillover
effects of private revitalization projects which lead to
involuntary sale of homes, exploitation of eminent domain
powers, eviction without relocation, and misinformation
to owners and tenmants. . . .

She also described the need for “resettlement services and
facilities to long-term residents of the inner city.”

A task force within the Secretary’s Office is studying, and sug-
gesting revisions of, HUD’s relocation policies.

In March 1978, HUD submitted its legislative proposals for fiscal
1979. This package proposes to coordinate existing rehabilitation
programs to preserve and revitalize neighborhoods, but early congres-
sional reaction has included criticism of inadequate funding levels
for the section 312 rehabilitation program.

The Carter administration’s urban policy is scheduled for sub-
mission to the Congress in the spring of 1978. However, a continu-
ing debate within the administration has centered on the scope and
aims of the policy, and the responsibility for implementing it. It is
reported that an urban development bank will be a key part of the
Eo]icy, designed to attract businesses and jobs to distressed areas;

owever, it has not yet been decided whether this bank will be
operated by HUD or by the Department of Commerce."”

14 The concept of “reverse mortgages’” was discussed before the Committee on Aging by Mr. G. H. Wang
of Chicago during April 1977 hearings on rising energy costs (see chapter III). In September 1977, a nonprofit
development group headed by Mr. Wang received a commitment of section 202 authority sufficient for 100
units for a buy-and-lease-back rehabilitation program which will be targeted at low-income elderly home-
owners in selected Chicago neighborhoods. It would purchase their residences, rehabilitate them, and give
them first priority to rent them, with section 8 subsidies also being made available. Certain HUD regulations
must be waived before the project can get underway.

15 New York Times, Nov. 16, 1977, p. D9. .

18 ““Housing Affairs Letter,”” Mar. 10, 1978, p. 2. Information about a new rehabilitation program in the
State of Maryland is included in the supplemental material, p. 278.

17 New York Times, Mar. 13, 1978, p. Al5.
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III. OTHER DEVELOPMENTS

A. DiscoNTENT OVER PROPERTY TAXES

Inadequate housing stock and real estate speculation often combine
to drive up property valuations and property taxes. This can be a
severe burden on older homeowners trying to live on fixed incomes and
is intensified by other rising costs, particularly fuel.

These conditions have been particularly severe in California, where
property taxes in some areas have doubled in less than 10 years. Two
older residents of that State have proposed a legislative initiative to
limit property taxes to 1 percent of market value, which will appear
on the June 1978 ballot after receiving one-and-one-quarter million
signatures on supporting petitions. This initiative measure has been
criticized for threatening disastrous cuts in government revenues, and
for providing two-thirds of its benefits to Income-producing proper-
ties.!s State legislators, in response to this popular expression of dis-
content over property taxes, approved legislation in March 1978 which
cuts levies at least 30 percent for homeowners, provides tax credits to
renters, and provides additional relief for elderly homeowners.!®

In New York State, Governor Hugh Carey proposed a new “circuit
breaker” property tax relief scheme which would assure that low-
income elderly homeowners would pay no more than a fixed, small
percentage of their income for property taxes.?

B. ConGREGATE Housing LEGISLATION

In March 1978, a bill to assist frail elderly residents of public housing
was introduced in the Senate.?* The Congregate Housing Services Act
of 1978 (S. 2691) would provide funding directly from HUD to local
housing authorities for meals, housekeeping assistance, and other serv-
ices which can assist impaired residents to remain in their homes and
avoid unnecessary or premature placement in nursing homes. The bill is
an outgrowth of Committee on Aging hearings and reports 2 which
found that congregate services were required by growing numbers of
older Americans. Although the program had been authorized since
1970, only a handful of projects had been established because of a
lack of service funds. Hearings are scheduled to be held on S. 2691 in
the Senate Housing Subcommittee in April 1978.

FINDINGS AND RECOMMENDATIONS

During 1977, the major Kederal housing programs serving
older Americans—sections 8 and 202—made modest gains on
behalf of the elderly. However, debate continued within the
Carter administration as to how best to assist low-income Amer-
icans to secure decent shelter, and as to the specifics of an urban
policy to revive the Nation’s cities.

12 New York Times, Mar. 2, 1978, p. 33.

19 Washington Post, Mar. 3, 1978, p. A4.

20 New York Times, Jan. 4, 1978, p. 11. ) 3

1 Introduced Mar. 8, 1978, by Senator Harrison Williams; Committee on Aging cosponsors at introduction
were Senators Church, Domenici, Brooke, Chiles, DeConcini, and Glenn.

% “Adequacy of Federal Response to Housing Needs of Older Americans,” Washington, D.C., part 13,
Oct. 7, 1975; part 14, Oct. 8, 1975. *“Congregate Housing for Older Adults; Assisted Residential Living Com-
})s;7u15ing Shelter and Services,” a report prepared for use by the Special Committee on Aging, November

23-577 0 - 78 - 10



112

Housing pressures mounted on older Americans, particularly
because of revitalization activities which often displace them and
destroy neighborhoods, and due to escalating property taxes
beyond the resources of those living on fixed incomes.

The Congress should continue and strengthen its commitment
to those Federal housing programs which are suecessfully pro-
viding decent and affordable homes for the elderly. It should also
enact S. 2691 to provide congregate services for the growing
numbers of frail elderly who otherwise face unnecessary in-
stitutionalization.

Congressional attention should also be focused on the Nation’s
neighborhoods, and on the means by which they can be improved
without the massive displacement of present residents. Particular
_emphasis should be placed on innovative mortgage instruments
serving the elderly; expanded home rehabilitation assistance; and
amendment of the Uniform Relocation Act.



CHAPTER VIII

THE OLDER AMERICANS ACT: A YEAR OF
EXAMINATION

“In considering what to do about the Older Americans
Act, we are required by the current state of affairs to suspend
our understanding of the act as it stands and concentrate our
attention instead on the real problem. We must examine not
simply the individual titles of this act but our whole social
performance as it relates to older Americans. New national
goals must be affirmed if we are to fulfill the basic commit-
ment we have made to a decent life for all older people.” !

Varying in urgency and scope, the challenge expressed above is being
heard with increasing frequency during 1978 as Congress considers
renewal of the Older Americans Act.

On one hand, it is recognized that the programs authorized by the
act have met widening challenges since first funds were committed in
1966.

On the other, it is argued that the act deals now only with a small
fraction of services needed by a growing population of aged and aging
Americans, and that it may be losing, not gaining, in the race with
present and future needs.

Typical of recent testimony was this summing-up by the National
Council of Senior Citizens:

As important as this legislation has been in the day-to-
day lives of so many older people and as much as it has grown
in 1ts capacity to serve people, it has barely scratched the sur-
face of the numerous and diverse needs of the elderly. And,
as important as it has been, it has the potential to be even
more important in-the future. With the aging of America,
we are obligated to carefully scrutinize the programs and
functions under the act and to make improvements wherever
possible.?

1 From testimony by Robert C. Benedict, then Commissioner Pennsylvania Office for Aging, before the
House Select Committee on Aging, Aug. 3, 1977. Mr. Benedict was sworn in on Feb. 16, 1978, as U.S.
Commissioner on Aging. A press release issued at that time gives this additional biographical information
about Commissioner Benedict: o

‘’‘Benedict, 37, earned a bachelor of science degree from Eastern Michigan University in 1965, a master of
ipublic administration from the University of Michigan in 1969, then went on to earn a certificate as specialist
n aging from UM'’s Institute of Gerontology in 1969. X L.

“‘Before returning to school to earn his master’'s degree, he worked as staff associate for human services in
the Michigan State Human Resources Council from 1965 to 1967. .

“‘After graduating from the Institute of Gerontology at UM, he remained there until 1972 as director of
short-term training and director of the residential institute on aging program. .

*‘From 1672 until he was nominated to be AoA head, he served as director, bureau for the aging and
commissioner, office for the aging, in the Pennsylvania Department of Public Welfare.”

2 From statement by William R. Hutton, executive director, NCSC, before the U.S. Senate Committee
on Human Resources, Subcommittee on Aging, Feb. 8, 1978, at hearings on ‘' Reauthorization of the Older
Americans Act.”” Washington, D.C.
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Another appraisal was given by Harold R. Johnson, codirector,
Institue of Gerontology at the University of Michigan and Wayne
State University:

As I have reviewed action and progress under the act
over the past 12 years, it has seemed to me that when meas-
ured against the years preceding 1965—when attention to the
needs and rights of older people was desultory, spotty, and
incomplete—progress has {))een very substantial. But in the
context of a growing population of elderly people, surviving
in greater numbers 1n a society which emphasizes the liabili-
ties rather than the assets of old age, we are losing ground in
some areas and making only marginal gains in others.?

Already renewed or modified six times,* the Older Americans Act
is now undergoing more scrutiny—at congressional hearings, work-
shops, audits, conferences, and in departmental evaluations—than
ever before.

Among the factors contributing to the intensity of the analyses and
occasional debates are:

—The growing commitment of funds to its programs—the current

budget calls for more than half a billion dollars.

—Interest in or challenges to the capabilities of a Federal-State-
area ‘“‘network’’—as mandated in the 1973 Older Americans Act
Amendments—which is required to place heavy emphasis on
planning, needs identification, and pooling of resources, including
those from other governmental agencies and, where available,
private organizations.

—Growing realization of the importance of a group meals program
now serving approximately 101,090,720 meals yearly to 2,854,755
persons.

—Intensifying support for senior centers as sites for “one-stop
delivery of services.” :

—Speculation, and in some cases, concern about the plans of the
present administration in terms of (1) the role and placement of
the Administration on Aging, the agency responsigle not only
for Older Americans Act programs but more general objectives as
the Federal Government’s focal point in aging in the overall
strategy for delivery of services to Americans of all age groups,
and (2) budgetary commitments.

Underlying all the other questions was growing speculation about
whether the Congress would, in acting to renew the Older Americans
Act before the September 30 deadline, decide on a major overhaul or
what one State director on aging called “fine tuning, rather than
a tearing-down and restructuring of the Older Americans Act
machinery.”” ®

Adding to the uncertainty on this last point were reports that the
administration considered asking the Congress for a simple 1-year

3 Testimony at hearing cited in footnote 1.

¢ Public Law 90-42, enacted July 1, 1967; Public Law 91-69, enacted Dec. 17, 1969; Public Law 92-258,
eg_?cted Mar. 22, 1972; Public Law 93-351, enacted July 12, 1974; and Public Law 94-135, enacted Nov. 28,
1975.
5 Statement by Gerald A. Bloedow, executive secretary, Minnesota Governor's Citizens Council on
Aging, at workshop on older American programs sponsored by the U.S. Senate Special Committee on
Aging, Oct. 13 and 14, 1977.
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far-reaching proposals for 1979.

Later word on administration plans for extension of the Older
Americans Act was provided by Health, Education, and Welfare
Secretary Joseph A. Califano, Jr., on March 20 before the Select Educa-
tion Subcommittee of the House Committee on Education and Labor.

He said:

We realize, of course, that the reauthorization of the Older
Americans Act cannot wait. So what we propose is that the
act be extended now for 2 years, with some relatively modest
changes intended to strengthen the network of services to the
aging that now exists. In the coming months, we intend to work
with the Congress early next year with much more extensive
legislation—legislation dealing with issues that go beyond those
addressed in the Older Americans Act. (Emphasis added.)

Among the specific steps mentioned by the Secretary, but not in-
corporated into actual legislation at the time of his testimony, were:

First, we propose that the Congress add language to title I
of the act, clearly calling upon all levels of government to
help eliminate the remaining social barriers facing the elderly,
and calling on State governments to begin developing new
systems of personal advocacy to protect the rights of older
people. Under this proposal, the States would be asked, for
example, to help train citizens who act as volunteer guardians
and ‘‘representative payees” for elderly persons—persons
who help the elderly manage their affairs. States would also
train and assist professionals, volunteers, and family members
who work with older people each day in preparing such things
as tax relief forms, social security applications, and wills.

Second, we propose that the administration of titles III,
V, and VII be consolidated, channeling all funds through the
network of State and area agencies on aging, while continuing
to award funds to States on a formula basis. This will elimi~
nate mountains of paperwork and save thousands of hours
for program administrators.

Third, we propose a separate title for training programs and
for the support of multidisciplinary centers of gerontology.

Fourth, we propose that there be a separate title focusing
on research and development.

Fifth, we propose that State plans for services to the
elderly be required every 3 years, instead of every year—
which will yield more savings in paperwork.

Sixth, we propose that Congress clearly establish priority
in the act for the needs of low-income and minority elderly
persons.

Seventh and finally, we request explicit authority to plan
a White House Conference on Aging for 1981.%

8a lF.‘tor additional discussion of the proposed White House Conference on Aging, see chapter XI of this
report.
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I. WHERE DOES THE OLDER AMERICANS ACT
STAND NOW?

From the very beginning, the Older Americans Act has set forth
sweeping objectives.

Title One, ‘“The Declaration of Objectives for Older Americans,”
specifies: “It is the joint and several duty and responsibility of the

overnments of the United States and of the several States and the
political subdivisions to assist our older people to secure equal oppor-
tunity to the full and free enjoyment’ of 10 objectives ® which clearly
go beyond the scope or funding of any one agency. The Administra-
tion on Aging is, therefore, required elsewhere in the law to “provide
for the coordination of Federal programs and activities” and to carry
on a continuing evaluation of Federal housing programs for the
elderly, the setting of standards for the licensing of nursing homes,
aﬁid (;verall impact of medicare and medicaid on the well-being of the
elderly.

Whether the Administration on Aging has the prestige and power
base needed to fulfill such mandates is still a matter of study and some
skepticism.” But armed with such authority, U.S. Commissioners of
Aging have sought recognition as a catalyst for interagency and
even interdepartmental cooperation on aging.®

The question of whether the Administration on Aging can serve
as a genuine focal point on aging for governmental action on aging
is raised often during discussions of extension of the Older Americans
Act, but much more attention is being paid to issues directly related to
the operations of programs more directly under the aegis of the major
Older Americans Act titles: Development of comprehensive and
coordinated service systems (title III); providing low cost, nutrition-
ally sound meals on a group basis in strategically located centers,
while also providing some help for the home-bound elderly (title
VII); providing funds for acquiring, altering, or renovating existing
facilities to serve as multipurpose senior centers capable of becoming
a focal point in communities for development and delivery of social
services and nutritional services designed primarily for older persons
(title V); providing grants for model projects to improve service
delivery (section 308 of title III); and providing support for research
and training related to aging, with special support going to multi-
disciplinary centers of gerontology (title IV).°

A large number of Federal, State, and local governmental units
have become associated, either wholly or partially, or even tangen-
tially, with the above titles in what is generally described as a “net-
work.””19In addition, private contracting agencies, including in-

¢ Public Law 89-73, as amended, section 101. i .

7 For example, the National Council on Aging in testimony before the Senate Subcommittes on Aging
on Feb. 8, 1978, stated that “‘as just one small part of the Office of Human Development Services, AoA is
hardly in a position to affect programs run by other offices of HEW, let alone influence an array of employ-
ment, housing, transportation, and financing programs outside of HEW’s sphere. (Even AoA’s limited
position has been seriously weakened by the administration’s decision to delay filling vacant positions.) "

* AoA has signed interagency agreements with 23 agencies throughout the Federal bureaucracy, including
the Department of Transportation, Office of Education, Legal Services Corporation, Social Security Ad-
ministration, and Community Services Administration.

v Title IX of the Older Americans Act relates to Community Service Employment for Older Americans.
It is administered through the Department of Labor and is discussed in chapter II.

10 An editorial in the March-April 1977 {ssue of ‘ Perspective on Aging,” a magazine published by the
National Council on the Aging, offers an even broader description: ““The ‘aging network’ consists no longer
of only AOA-funded agencies and institutions; it has exg)anded far beyond that perimeter to include a vast
number of small and large community agencies operating on their own, church groups, union programs,
and voluntary institutions that provide myriad services to older Americans. All of them need AOA support
and integration; all are significant facets of the network—and, most important, all have impact and make
a positive difference in the lives of the older population.”
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stitutions of higher learning, have also developed a stake in the
development of the network and the role of that network in serving
the needs and aspirations of older Americans, now and in the future.

A. Tee Maturing or TitLe III

Until the 1973 amendments to the Older Americans Act, title III
provided formula grant funds to the States, which in turn supported
individual social services provided by local agencies. But as specified
by the 1973 amendments, States allot most of the title III formula
grant funds to area agencies, which arrange with local service organi-
zations to provide needed services to the elderly. The General Ac-
counting Office has described ' the 1973 amendments as fostering
“grassroots”’ planning for programs on aging.

Thus given a crucial role 2 in the ‘network”, area agencies on
aging (AAA’s) now number 556, located in 612 planning and service
areas designated by the States for the purposes of planning and
delivering services to people 60 years or older within their boundaries.'

A similar view of the actual and potential importance of area agen-
cies was given by Elias S. Cohen—project director, law, aging, and
long-term care project at the Public Interest Law Center of Phila-
delphia—in the keynote address of the New York State Conference
on Aging Services at Albany on September 1¢, 1977:

There is virtually nothing that lies outside the scope of
concern and interest of the area agency. This is not to say that
the area agency necessarily must administer all community
mental health services, but it does suggest that the area
agency has a clear responsibility to assure that community
mental health services are made available to the elderly. The
same may properly be said of nursing home services, social
services, transportation, and the variety of other area speci-
fied under the Older Americans Act.

According to the Older Americans Act (Public Law 89-73) a PSA
is any unit of general purpose local government which has a popula-
tion aged 60 and over of 50,000 or more, or which contains 15 percent
or more of the State’s population aged 60 and over. Although the desig-
nation applies to general purpose local governments, the act allows for
exceptions to be made where a State can be designated as one planning

it In a report, page 1: ““The 1976 Amendments to the Older Americans Act—Little Effect on Spending for
Priority Services,” Mar. 6, 1978.

=2 Administation on JAging Deputly Commissioner Donald T Reilly, In teotimeny on Feb. 2, 1072, befors
the Subcommittee on Aging, U.S. Senate Committee on Human Resources, listed the following responsibili-
ties of the area agencies on aging: ‘‘Development of the annual area plan, for movement toward a compre-
hensive, coordinated service delivery system to meet the needs of older persons in the area; funding service
provider agencies to fill gaps in priority service areas such as information and referral, legal and other coun-
seling, transportation, home services and home repair, providing training and technical assistance to such
agencles and monitoring their performance; persuading other public and private agencies at the ares, county,
city, and neighborhood level to make greater resource commitments to services for older persons, to make
policy changes to better serve older people, and to coordinate with the Area Agency and other service pro-
viders so that services for older persons become more comprehensive, more coordinated and more oriented
to the special needs of older persons; and advocating for provisions to meet needs of older persons on such
issues as tax relief, special housinf, medical and mental-health services, and public transportation, to county
and city government, councils of governments, and economic development districts.” .

Commissioner Reilly added: *The planning role, plus the managerial and program development role with
n:fard to service delivery development with AoA funds could take up all of the time of area agencies. The
advocacy role is challenging because of the wide range of specialized issues to be dealt with. Persuading other
agencies to change policies, change their funding patterns, and to give up some degree of autonomy in order
to improve the coordination of services delivery to older persons is perhaps the most difficult role of all, for
the area agency, which has a limited number of tools available. Since amounts of money larger than those
provided under the Older Americans Act flow through other systems which could benefit older persons
more than they do, this latter role is of critical importance.”

13 All information about Older Americans Act operations in this chapter are from the most recent Ad-
ministrations on Aging quarterly report for 1977.
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and service area. This exception ** has been made for 11 States and
territories with relatively small and elderly populations. These States
include Alaska, Delaware, Nevada, New Hampshire, North Dakota,
South Dakota, Rbode Island, District of Columbia, Guam, American
Samoa, and the Virgin Islands.

Funding for these 556 area agencies, 612 planning and services
areas and 56 State or territorial offices on aging was small in relation
to the demand during 1977. The fiscal year 1977 appropriations allowed
for $151 million for title III—$122 million * for area planning and
social services, $17 million for State administration and $12 million
for model projects. The area planning and social services allocations
and State administration funds are allocated to the States on the basis
of their population aged 60 and over. Those States with small elderly
populations are protected by the title IIT formula which guarantees
that “no State shall be allotted less than one-half of 1 per centum of
the sum appropriated for the fiscal year for which the determination is
made.” Fifteen States had small enough aged populations to be desig-
nated as “minimum States” and thus fell under the protective formula.
The title ITI allocations to the States for fiscal year 1977 were:

AUTHORIZED FUNDING LEVELS FOR FISCAL YEAR 1977 FOR TITLE 1Il OF THE OLDER AMERICANS ACT OF
1965, AS AMENDED

[Available for obligation through Sept. 30, 1977]

Population, 60 plus,
197£

July 1, Title 111
Area plannin

Unrounded Percent and social . State
States population  distribution services administration
Total, 56 States___ .. 31,953,950 100.00000 $120,780,000  $17, 000, 000
Alabama_._____ 534, 897 1. 67396 1,939,191 228,521
Alaska. __ 15,784 . 04940 603, 900 200, 000
Arizona__ 317,967 . 99508 1,152, 746 200, 000
Arkansas_ 373,967 1.17033 1, 355, 763 200, 000
California. « .o o 2,930, 960 9.17245 10,625,833 1,252,183
Colorado. ... 302,076 .94535 1,093, 136 200, 600
Connecticut. _..____ 462, 346 1. 44691 1,676, 166 200, 000
Delaware_.___..___. 72,045 . 22547 603, 900 200, 000
District of Columbia. 101, 987 .31917 603, 900 200, 000
FlORIda oo e maee 1,781, 967 5. 57667 6, 460, 267 761,298
[ 1 S N 618, 320 1.93503 2,241,626 264, 161
Hawaii . 87,768 . 27467 603, 900 200, 000
Idaho. 115, 304 .36084 603, 900 200, 000
{llinois 1,643,227 5.14248 5,857, 282 702, 026
Indiana 746, 877 2.33735 2,707, 692 319, 083
13 The statutory language gives this description of the grounds for exception: . . . except that the State

may designate as a planning and service ares, any region within the State recognized for purposes of area-
wide planning which includes one or more such units of general purpose local government when the State
determines that the designation of such a regional planning and service ares is necessary for, and will enhance
the effective administration of the programs authorized by this title, the State may include in any plannmi
and service area designated pursuant to this provision such additional areas adjacent to the unit of general
purpose local government or region so designated as the State determines to be necessary for, and will en-
hance, the effective administration of the programs authorized by this title, and

““(2) the State agency designated pursuant to paragraph (1) shall— . X

“(A) determine for which planning and service areas an area plan will be developed, in accordance with
subsection (c) of this section, and for each such area designate, after consideration of the views offered by the
unit or units of general purpose local government in such ares, 8 public or nonprofit private agency or orga
nization as the area agency on aging for such area; and . )

“"(B) provide assurances, satisfactory to the Commissioner that the State agency will take into account,
in connection with matters of general policy arising in the development and administration of the State
plan for any fiscal year, the views of recipients of social services provided under such plan.”

14 The ares planning and social services allocation is reduced by 1 percent each year for Federal program
evaluation of title IIT, Therefore, the amount disbributed among the States during 1977 was $120,788,000.
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AUTHORIZED FUNDING LEVELS FOR FISCAL YEAR 1977 FOR TITLE 111 OF THE OLDER AMERICANS ACT OF
1965, AS AMENDED—Continued

[Available for obligation through Sept. 30, 1977]

Population, 60 plus, §
July 1, 1975 Title £
Area plannin,
Unrounded . Percent and social .. Sta

States population  distribution services administration
lowa. . e 493, 70% 1.54505  §1,789, 856 $210, 923
Kansas.._._.._. 385,756 1.20722 1,398, 498 , 000
Kentucky._....__ 515, 411 1.61298 1,868, 549 220,186
Louisiana._.______ 492,108 1. 54005 , 784,064 210,240
172,919 . 54115 626, 893 200, 000
1. 56597 1, 814, 091 213,778

2.93312 3,397, 859 , 41
3.66903 4,250, 370 500, 878
1, 87708 2,174,894 256, 250
1.09530 1, 268, 845 200, 000
2.557174 2,963, 0602 349,170

. 34125 603, 800 200,
. 81892 948, 674 200, 600
. 21621 603, 900 200, 000
. 38075 603, 900 200, 000
New Jersey__ 3.47696 4,027, 868 474, 650
New Mexico . 41365 603, 300 200, 000
New York_ 9.05769 10,492,838 1,236, 511
North Carolina_ 716, 226 2.24143 2,596, 574 305, 989
North Dakota._ . 103, 079 32259 , 900 200, 000
Ohio_.. ... 1,512, 980 4,73488 5, 485, 099 646, 382
Oklahoma.._..._ 458, 882 1. 43607 1, 663, 608 200, 000
Oregon.______ 366, 503 1. 14697 1,328, 702 209, 000
Pennsylvania_ _ 1,971,035 16836 , 145, 707 2,074
Rhode Istand. ________ . _. 158, 677 49658 3, 900 200, 0600
South Carolina.. ... 336,823 1. 05409 1,221, 106 200, 000
South Dakota__ 116, 704 . 36523 603, 900 200, 000
Tennessee____ 623, 588 1.95152 2,260, 729 266,412
exas..___.. 1,639,773 5.13168 , 944, 770 ,

Utah e 130,718 . 40308 603, 900 209, 000
Vermont. . e 70, 22076 603, 900 200, 600
Virginia.____ - 620, 156 1.94078 2,248,287 264, 946
Washington__ .- 511,741 1. 60150 1, 855, 250 218, 629
Waest Virginia 301, 514 . 94359 , 093, 097 200, 000
Wisconsin___ .- 713, 269 2.23218 2, 585, 858 304, 726

Wyoming. . e 49,747 15568 603, 900 200, 00!
American Samoa. . . ..o eeae 1,100 . 00344 301, 950 62, 500
Guam__. . 3,100 . 00970 301, 950 62, 500
Puerto Rico.. - 294,400 92133 1,067, 310 200, 000
Trust Territory_ - 3 . 02003 301, 950 62,500
Virginslands. ... ... .. 5, 500 01721 301, 950 62, 500

The area agencies on aging were able to promote or provide an array
of services to approximately 11 million people during 1977.% In addi-
tion, those PSA’s without an area agency on aging provided services

to 894,780.

The services promoted or provided by the area agencies, as listed

by the Administration on Aging:

18 This figure is reported to be an unduplicated account of the number of persons who participated in the

various services provided through the area agencies on aging,
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Number Title Wl

Service served expenditure
TransPOrtation . .. ..o cmeeecc o neaes 2,451,610  $15,999,948
All home services. _._......__ .- 486, 529 16, 907, 525
Legal and related counseling.. ... 4,029, 204
Residential repair and renovatio . , 892 4, 472,597
Information and referral_____._ - 8, 389, 595

1,641,594
5, 700, 536
20,151,678

The emphasis on the four priority services—transportation, home
services, legal counseling, and residential repair and renovation—was
due at least in part to a statutory requirement that the States provide
at least 20 percent of their title III State planning and social services
allocation or 50 percent of their increase in allotment of title III funds
for these four priority services.!® The full impact on the priority serv-
ices provision of title III is still unknown since the requirement has
been effective in the programs for only one full funding cycle.

In addition to the services provided through the area agencies on
aging, the PSA’s without such designated agencies supported 198
projects with $7,177,568 of title III funding.

The annual plan of an area agency on aging must “provide for the
establishment of a comprehensive and coordinated system for the
delivery of social services within the planning and service area covered
by the plan, including determining tﬁe need for social services in such
area, evaluating the effectiveness of the use of resources in meeting
such need, and entering into agreements with providers of social
ser‘&ic,(’as"in such area, for the provision of such services to meet such
need.

Accordingly, area agencies have become increasingly successful in
pooling and tapping existing resources within their assigned areas.
During 1977, the area planning and social services allocation under
title III of $122 million was reported to have been instrumental in
pooling a total of $440,403,806 in cash and in-kind resources. Of this
amount, $310,605,601 were Federal resources, $86,563,441 were local
resources and $43,234,764 were State resources. Of the $440,403,806
pooled, $226,706,536 were cash resources. The listing of Federal
dollars pooled by the area and State agencies included:

10 Priority services were added by the 1975 amendments to the Older Americans Act, Public Law 94-135,
enacted Nov. 28, 1975. The effectiveness of specifying priority services is challenged in the GAO report
described in section II of this chapter.

17 Older Amerlcans Act, Public Law 8973, section 304(c)(1).



Federal program: Dollars pooled
Title XX of Social Security Aet..- o _____.______ $77, 135, 326
Medieaid_ ____________ o ___ 33, 314, 309
Comprehensive Training and Employment Act (CETA)______ 25, 647, 605
HUD programs (excluding community development).._______ 22, 780, 041
General revenue sharing____ __ . ___________________________ 13, 401, 457
Title XX nutrition programs____._._______________._________ 11, 487, 559
Public Health Service programs_ __ __ . ____________.________ 11, 366, 978
Title IX of Older Americans Act. . .. __________________ 11, 177, 753
Community Development Aet___.____________________.______ 11, 113, 706
ACTION pPrograms - . e oo 10, 640, 819
USDA commodities_ ... . 9, 297, 328
Food stamp program._____ ______ . ________ 5, 156, 645
Capital assistance grants (DOT) ___________________________ 4, 966, 150
Economic Opportunity Act (senior opportunity and services)_._ 4, 212, 354
Legal Services Corporation. . .. ____ ______________________ 2, 514, 842
Economic Opportunity Aet. . _ .. ________ 2, 297, 592
DOT programs.______ . . e 1, 696, 571
Rehabilitation Service Act programs. __...__ 1, 626, 711
Federal Energy Administration....___________________._____ 1, 518, 729
Law enforcement assistance programs
Economic Opportunity Act—community food and nutrition_.__ 648, 912
Other Federal programs. - . __ ... ________________________ 47, 913, 599

The effectiveness of the area agencies in pooling and securing other
dollars for older American benefits varied from State to State and
from area to area. But many area agency and State directors agree
that their administrative pooling and coordinating has become more
effective in stimulating other Federal, State, and local programs to
serve the elderly. For 'example, the president of the National Asso-
ciation of Area Agencies on Aging cited this comment from the

director of the area agency in Fairmont, W. Va.:

Although current allocations of title III funds in West
Virginia are relatively small, nevertheless, these moneys are
the very cornerstone for most of our county programs which
have used these funds very carefully to develop multipurpose
programs utilizing & wide range of additional local, State, and
Federal funds. We are forced into a position of not bein% able
to show large amounts of services being provided by title ITI
due to the fact that we have used these funds primarily as a
launching pad for efforts to develop expanded local support
and pool other resources for direct services.'®

18 Testimony by Leon Harper, president, National Association of Area Agencies on Aging; and director
Krea

of the Los Angeles County Agency on Aging, at hearing cited in footnote 2.
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1. WESTAT STUDY

The Administration on Aging contracted with Westat, Inc., in 1974
to conduct a longitudinal study of two samples of area agencies on
aging. The preliminary findings of the first year’s studies have been
collected and are being analyzed by AoA. In testimony before the
Senate Subcommittee on Aging, the Administration on Aging stressed:
“These are not the final answers on the performance of the area
agencies. They are indicators of early performance.” !* Final data
will not be available for several years.

But the first phase of the Westat study had a sampling of 39 area
agencies, 1,200 service providers, 37 advisory councils, 19 umbrella
agencies, 27 State agencies, and 425 “influential individuals.” The
data was taken during 1974-76 and therefore can trace only the early
developmental stages of many area agencies. In fact, Westat found
that 64 percent of the area agencies studied were new organizations
which had been in existence for 1 year or less.

Preliminary Westat findings include:

—There has been an overall improvement in the delivery of services
to the elderly during the period of the Westat evaluation. Area
agencies contributed to about 20 percent of these improvements
in the possible areas of change in services to older persons (com-
prehensiveness, coordination, planning, etc.)

—Approximately two-thirds of the service providers indicated an
increase in their volume of services for the elderly as well as their
expenditures for elderly services.

—Service providers reported a 26 percent increase in the median
number of elderly served—to a median of approximately 500
elderly per service provider.

—Service providers increased the variety of services available by
23 percent.

—Area agencies were responsible about 60 percent of the time
for these improvements by service providers. The area agencies
were credited with the establishment of about 48 percent of the
new services and with about 40 percent of the modification of
service programs to serve more elderly.

2. MODEL PROJECTS

Section 308 of title III authorizes the Commissioner ‘“‘to make
grants to any public or nonprofit private agency or organization or
contracts with any agency or organization within such State for paying
part or all of the cost of developing or operating statewide, regional,
metropolitan area, county, city, or community model projects which
will expand or improve social services or otherwise promote the well-
being of older persons.”

The fiscal year 1977 appropriations for title III of $151 million
included $12 million for model projects. These funds were used for
regional and State demonstration projects. The State projects included
allotments to each State to support a nursing home ombudsman and a
legal services developer within the State aging network.?

1 By Deputy Commissioner Reilly in statement cited in footnote 12.
2 For a description of the legal services developer see section VI of chapter X.
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Support is also given to: The National Association of State Units
on Aging, the National Association of Area Agencies on Aging, the
Urban EKlderly Coalition, the National Center on Black Aged, the
National Indian Council on the Aging, and the Asociacion Nacional
Pro Personas Mayores. Each of these organizations has an office and
staff in the District of Columbia.

The bulk of the model projects funding is used for individual proj-
ects, including:

—Victim assistance and crime prevention for the elderly (New York

gitfy I)*‘ounda,tion on Aging and New York City Department on
ing).

—The %emonstration of bilingual response to the needs of migrant
elderly (Sacramento Concilio, Inc.).

—Mobile minimarkets for the elderly (Food Advisory Service of
San Francisco).

—Information Dissemination Model of Innovations in Aging,
Project IDEA (University of California at San Francisco).

—The elderly and neighborhood preservation (city of New Haven
Human Resources Administration).

—The impact of job opportunities for the older worker (Foundation
for Applied Research, FAR).

—Evaluative I & R projects of service providers for the low-income
elderly (Washington Center for the Study of Services).

—Service management and in-home services for the frail elderly
(Philadelphia Corporation for Aging).

—Elderly day care for the moderabe%y impaired with a school of
nursing for the severely impaired in a multipurpose senior center
(Lockport Senior Citizens Center, Inc. of New York).

—A model competency based program providing volunteer per-
sonnel to the aged in public or private centers (Madonna College
of Michigan).

—A comprehensive geriatric services development project (Geri-
atric Authority of %Iolyoke Development Office).

—Experimental area agencies on aging and health service agency
integration project (%rban Health Institute of New Jersey); and

—Special transportation services for the elderly (City of Portland,
Oreg., Human Resources).

B. Tae NutritioN PrRoGRAM FOR THE ELDERLY—TITLE VII

“Title VII, though, is more than just a hot meal
program for the olderly Tt alse provides a place for the
elderly to meet and talk with others. In some cases this
socialization function is more important than the meal
itself. Title VII project directors have made this point
emphatically. They have described the friendships, even
marriages, resulting from interaction among partici-
pants. Many older Americans have become volunteers,
cooks, transportation assistants, and outreach workers
after becoming involved with this program.” 2

Title VII encompasses more than 1,047 nutrition projects serving
meals at 9,166 congregate sites in every State. Meals were served in

21 Testimony by Senator Edward M. Kennedy before the Senate Subcommittes on Aging, Human
Resources Committee, on “* Home-Delivered Meals for the Elderly,” May 13, 1977.
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senior centers (22 percent), religious facilities (24 percent), schools
(4 percent), housing complexes (13 percent), restaurants (2 percent),
and other facilities. More than 450,000 meals were being served daily
by the end of 1977 to an estimated 2,854,755 persons—67 percent of
whom were low-income and 22 percent of whom were minorities. In
addition, 127,994 volunteers, more than 100,000 of them elderly,
assisted in meal preparation, collection of contributions, meal service,
transporting of participants and overall program activities.

During 1977, approximately 85 percent of the meals were served at
congregate sites while the remainder were served to homebound
elderly. The Administration on Aging estimates that the total cost of
each meal was approximately $1.73, while the total program cost per
meal was estimated at about $2.46. Cost of meals did not vary con-
siderably between those catered (64 percent) and those prepared on
site (36 percent).

Title VII operated at a level of $225 million during fiscal year 1977.2
These funds were distributed to the States and territories in accordance
with their 60 and over population.

FISCAL YEAR 1977 STATE ALLOTMENT AMOUNTS UNDER TITLE V11 OF THE OLDER AMERICANS ACT OF 1965, AS
AMENDED

{Available for obligation through Sept. 30, 1977]

Population, 60-plus
July 1, 1975
Unrounded Percent Title VI,
States population distribution nutrition
Total, 56 States_ .. e 31, 953,950 100.0000  $201, 489, 750

1.6740 3,234,752
. 0494 1,007, 448
. 9951 1,922, 888

1,1703 2, 261, 540
9.1724 17,724,803
302,076 . 9453 1,826,790
8 1.4469 , 796, 002
72,045 . 2255 1,007, 448
101, 987 . 3192 1,007, 448
Florida____._..__ 1,781,967 5.5767 10, 776, 331
GEOTRIA. - - - e oo e m e em e ammmmm e mm e 618, 320 1,9350 3,739,243
Hawail_ 87,768 2147 1,007, 448
Idaho.. 115, 304 . 3608 1,007, 448
{llinois. ... . 1,643,227 5. 1425 9,937, 304
Indiana. e ——meee 746, 877 2.3373 4,516,684
493,705 1. 5450 2,985, 647
385, 756 1.2072 2,332, 826
515, 411 1.6130 3,116,915
492, 108 1. 5400 2,975,985
+Maine_ 172,919 5411 , 045,716
Maryland . . e 500, 390 1.5660 3,026,073
Massachusetts 937,247 2,9331 5,667, 947
Michigan..._ 1,172, 400 3.6690 1,090, 016
Minnesota.. - 599, 802 1,8771 3,627,261
MiSSISS TP - oo o oo e e cmm e em e mm i mm e mmccmmmmmmmmmem 349,993 1.0953 2,116, 553
817,299 2.5577 4,942, 565
109, 043 .34 1,007, 448
261,678 8189 1, 582, 477

69, 089 2162 1,007,
121, 665 3807 1,007, 448

23 The appropriations level for fiscal year 1977 was $203.5 million. However, the Congress set & spending
level of $225 on because of the existence of carryover funds. The $203.5 million was reduced by 1 percent
($2,035,250) for title VII program evaluation.
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FISCAL YEAR 1977 STATE ALLOTMENT AMOUNTS UNDER TITLE VII OF THE OLDER AMERICANS ACT OF 1965, AS
AMENDED—Continued

[Available for obligation through Sept. 30, 1977}

Population, 60-plus
July 1, 1975

Unrounded _ Percent Title VI,
States population  distribution nutrition
New Jersey. . eeee 1,111, 025 3 4770 $6, 718, 861
New Mexico 132, 179 .4136 ,007, 448
New York_____ 2,894, 291 9.0577 17, 503, 038
North Carolina_ 716, 226 2.2414 4,331, 329
North Dakota_ _ 103, 079 . 3226 1,007, 448
Ohioe._____.__ 1,512,980 4.7349 9, 149, 660
Oklahoma 458, 882 1.4361 2,175, 055
Oregon_______ 366, 503 1. 1470 2,216, 399
Pennsylvania. _ 1,971,035 6.1684 11,919, 710
Rhode Istand___________._ Ll 158, 677 . 4966 1,007, 448
336,823 1.0541 2,036,919
116, 704 . 3652 1,007, 448
623, 588 1. 9515 3,771,108
1,639,773 5.1317 9,916, 435
130,718 . 4091 1,007, 448
Vermont. . el 70, 543 . 2208 1,007, 448
Virginia_.__________ .. __ - 620, 156 1.9408 3,750, 354
Washington____ - 511, 741 1.6103 3,004,731
West Virginia_______________________________ 301, 514 . 9436 1,823, 389
Wisconsin.___ - 713, 269 2.2322 4,313,454
Wyoming_..____. 49,747 . 1557 ,007, 448
American Samoa. - 1,100 0034 507,724
uam.__._______ 3 0097 507,724
Puerto Rico____ 294, 400 9213 1,780, 374
Trust Territory. - 3 . 0200 507,724
Virgin slands________________ ..l 5, 500 .02 507,

1. HOME-DELIVERED MEALS

As stated earlier, home-delivered meals are allowed under title VII
programs if associated with a congregate site. Approximately 15
percent of the meals served during 1977 were those delivered to the
homebound elderly.

Demand for in-home meals fluctuates with the health and well-being
of the participants. However, the Administration on Aging estimates
that from 9 to 12 percent of the 33 million persons aged 60 and over
are homebound and, therefore, likely candidates for meals-on-wheels.

This probable demand was recognized by Senators George Mec-
Govern, Edward Kennedy, and Charles Percy, when they introduced
bills (S. 519, S. 1283, and S. 2580) which would provide for a separate
authorization nnder title VIT for home-delivered meals. The rationali-
zation for a separate authorization under title VII was given by
Senator McGovern:

Presented with one lump sum of money, title VII projects
have channeled most of these resources into congregate sites
where more people can be fed for less. I think that priority
is both understandable and reasonable, but it is also detri-
mental to the furnishing of services to the homebound . . .
the title VII network offers an excellent mechanism for ad-
ministering a national meals-on-wheels program. To create a
new structure would duplicate efforts. It is far easier, more
efficient and less expensive to simply change the target popu-
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lation of the title VII program for the rather limited purposes
of a meals-on-wheels program than to establish a completely
new bureaucracy for all or even a fraction of the homebound.?

S. 519, S. 1283, and S. 2580 would provide for authorizations of
$80 million for the first year of operation and $100 million for the
second. These funds would be allocated to the States on a formula
basis, as are title VII funds. The States would then receive an alloca-
tion for congregate programs and an allocation for a home-delivered
meals program. These funds would be channeled by the States to
the local project levels. There the projects could have home-delivered
meals programs operating in conjunction with the congregate pro-
grams, or have freestanding home-delivered meals programs where
conditions warrant such services. The McGovern-Percy bills (8. 519
and S. 2580) would allow for the home-delivered meals program to
serve nonelderly disabled persons—up to 15 percent of the partici-
pants could be nonelderly. The Kennedy bill (S. 1283) limits partici-
pation to older persons.

All three bills recognize the value of coordinating the congregate and
home-delivered program in order to provide the best possible care and
fellowship. The director of Meals-on-Wheel of Central Maryland
describeJ) the coordination:

These programs should not be either/or, but work in con-
cert with one another. First to lessen isolation and then to
lessen institutionalization. The focus is to provide the highest
quality of service for the most reasonable cost.*

These proposals are being considered as amendments to the Older
Americans Act.
2. COMMODITIES

In addition to its $225 spending level for fiscal year 1977, the title
VII nutrition program’s budget allowed for $30 million of USDA com-
modities. These commodities were issued to the nutrition projects on
the basis of 27.25 cents per meal served. The dollar amount of com-
modities per meal is determined on changes in the cost-of-living
standards.

The commodities provision has been of great assistance to the
States and projects for increasing their number of meals served.
However, complaints increased over the last few years regarding
the cost of transporting and storing such commodities, the nutritional
value of certain commodities, and their value in the diet. Many
commodities were foods which could not be chewed and digested by
3lder persons. Some contained spices which are discouraged in certain

iets.

In response, Senator Edward Kennedy introduced legislation
(S. 1170) which would extend the commodities allowance under
title VII and amend the section to allow States the option of receiving
the cash value instead of the commodities. This legislation was enacted
and signed by the President.”

2 Testimony by Senator George McGovern at hearing cited in footnote 21.

2 Testimony by Peggy F. Sheeler, R.N., executive director, Meals-on-Wheels of Central Maryland,
at hearing cited in footnote 21.

2 8. 1170 was signed into law on Nov. 7, 1977, Public Law 95-65.
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In regulations issued November 22, 1977, the USDA allowed the
choice for cash in lieu of commodities by each project. The cash
value will be determined on the number of meals served during a
previous quarter. This flexibility was unanimously welcomed by the
nutrition project directors, as well as the State units on aging.

C. Sentor CenTERS—TiTLE V

Title V of the Older Americans Act defines a multipurpose senior
center as “‘a community facility for the organization and provision
of & broad spectrum of services (including provision of health, social,
and educational services and provision of facilities for recreational
activities) for older persons.” Title V supports the acquisition, reno-
vation, or alteration of a facility to be used as a multipurpose senior
center. The title is intended also to support initial staffing and a
mortgage insurance and interest grant program. ’

In 1977, a $20 million appropriation was allocated for title V,
but only to support “Part 'A—Acquisition, Alteration, or Renovation
of a Multipurpose Senior Center.” In a response to a letter from
Senators Harrison Williams, Thomas Eagleton, Frank Church, and
Congressman John Brademas, the Department of Health, Education,
and Welfare replied that in the allocation of the $20 million the “State
agencies could be considered as eligible grantees, and as such would
be able to contract with agencies and organizations to carry out the
purposes of section 502.” ** This decision was in response to the con-
gressional letter which questioned why title V had not been adminis-
tered as a formula grant program during 1976 but instead as a direct
grant allocation from the Commissioner to the local applicant. The
Department reconsidered its position and allowed States to have the
option of being a grantee for the fiscal year 1977 funding, but stood
fast In its determination that the title V language did not allow for a
formula grant program.?

The fiscal year 1977 appropriations was held up even longer by the
delay in the final issuance of regulations governing title V. The delay
was due to the Department’s deliberation over whether “expansion’”
could be included under title V’s allowance for alteration and renova-
tion. After communication from the Senate Human Resources Com-
mittee and the Senate Special Committee on Aging,?® which said that
Congress had never meant to prohibit expansion, the Department
promulgated regulations allowing expansions up to double the square
footage of a facility to be included in the definition of renovation.
The hnal regulations were flually published on July 5, 1577, clearing
the way for the allocation of the $20 million to the States. :

The funds were allocated to the States on the basis of their 60 and
over population. In response to the Department’s decision allowing
States to be grantees, 47 States choose to do so. Idaho, Hawaii,
Montana, and the Virgin Islands opted to continue direct funding
from the Commissioner to the local applicants. The $20 million was
distributed late in the fiscal year according to the following:

¥ Jan. 19, 1977, letter from Under-Secretary of Health, Education, and Welfare Marjorie Lynch to Sena-
tors Williams, Eagleton, Church and Congressman Brademas.

2 “Formula grant” is when funds are distributed to the States based on their 60 and over population
as defined by the Older Americans Act.

3 Letter to Secretary of Health, Education and Welfare, Joseph Califano dated June 7, 1977, from Sena-
tors Williams, Javits, Eagleton, Chafes, Charch, and Domeniei.

23-577 O - 78 - 1}
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Office of Human Development, Administralion on Aging, proposed fund reservation
level for fiscal year 1977, by States, under title V of the Older Americans Act of
1965, as amended

Title V Title V

Total 56 “States”  $20, 000, 000 | Nebraska.____.__..______ $157, 091
———— | Nevada________________ 100, 000
Alabama_._____________ 321, 111 | New Hampshire.________ 100, 000
Alaska_________________ 100, 000 | New Jersey .- .. __.__ 666, 976
Arizona________________ 190, 884 | New Mexico____________ 100, 000
Arkansas___ ____________ 224, 501 | New York______________ 1, 737, 513
California.. ... ____ 1, 759, 527 | North Carolina_________ 429, 968
Colorado- .o - _______. 181, 344 | North Dakota__________ 100, 000
Connecticut_ - __________ 277,557 |Ohio_ . o _____ 908, 280
Delaware...____________ 100, 000 | Oklahoma______________ 275, 478
District of Columbia_____ 100, 000 | Oregon._._._____________ 220, 020
Florida____._____.______ 1, 069, 758 | Pennsylvania. __________ 1, 183, 261
Georgia ... _________. 371,192 Rhode Island ___________ 100, 000
Hawaii_________________ 100, 000 | South Carolina._________ 202, 203
Idaho._________________ 100, 000 | South Dakota_____.______ 100, 000
Mlinois_ . __________ 986, 469 | Tennessee_ __ ___________ 374, 355
Indiana_ ____ ___._.__.___ 448,368 | Texas__ . __.____..___ 984, 397
Towa . ___________ 206,383 | Utah_ . __ . ___________ 100, 000
Kansas_____ . ___._____. 231,578 | Vermont_._ ___________ 100, 000
Kentueky - - - .- ______ 309, 414 } Virginia________.______._ 372, 295
Louisiana__ . _ _.________ 295, 424 | Washington___. _.______ 307, 212
Maine. . o ___________ 103, 807 | West Virginia___________ 181, 006
Maryland______________ 300, 396 | Wisconsin_ _____________ 428, 193
Massachusetts_ - ._______ 562, 653 | Wyoming_ _ . ________ 100, 000
Michigan_______________ 703, 821 | American Samoa. . _____. 50, 000
Minnesota._ ... . ____._ 360,075 | Guam_ __ _____._____._. 50, 000
Mississippi 210, 109 | Puerto Rico____________ 176, 736
Missouri_ - - _____.__ 490, 645 | Trust territory__._______ 50, 000
Montana. .. ._________ 100, 000 | Virgin Islands___________ 50, 000

The $20 million was used to support approximately 1,500 facilities
as multipurpose senior centers. Churches, schools, theaters, com-
munity centers, office buildings, mercantile stores, warehouses, hotel
and motel buildings, and mobile homes were modified with the help
of title V funds. These centers provided for services ranging from
recreational to health care and coordinated with other aging service
programs in the community. Title V was beginning to make its impact
on the comprehensive services programs for the elderly in its second
year of operation.

1. AOA MAJOR INITIATIVE

On November 8, 1977, Commissioner of the Administration on
Aging, Arthur S. Flemming, issued a message to the heads of State and
area agencies on aging dealing with a new major AoA initiative on
senior centers. Dr. Flemming stated:

We share a common responsibility to move rapidly in
order to make sure that today’s older persons benefit from
these authorizations and appropriations. We can discharge
this responsibility by the manner in which we pass on appli-
cations that are made by senior centers for the funding under
title V; by the way in which we utilize title III and title VII
funds in order to strengthen senior centers; and by the way
in which we make sure that the resources of senior centers
become an integral part of a coordinated and comprehensive
community plan for the delivery of services to older persons.
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The initiative called for two multipurpose senior centers in each
State capable of providing a comprehensive and coordinated program
for services within the community and aging network by March 31,
1979. The programs of these centers “should be designed to place
major focus on the needs of the most vulnerable older persons in the
community. The configuration of services provided should be struc-
tured to assist older persons to maintain independence in a home
environment and continued participation in the community. Partic-
ular emphasis should be placed on the provision of day care and
protective services for the physically and mentally impaired.”

The initiative statement added that an “interagency agreement
mechanism will be used to encourage the provision of additional
support for services by sources outside AoA and for the colocation
of staff on a part or full-time basis to provide services and outreach
in sentor center facilities. ”’

In addition, “State and area agencies on aging, within the frame-
work of their operating plans, will be urged to consider utilizing some
of the additional resources being made available to them through
titles I11, V, and VII for the purpose of assisting in the development
of as many of the multipurpose senior centers described above in
each State as they can by the target date of March 31, 1979.”

The initiative—which was endorsed by the Assistant Secretary of
the Office of Human Development Services and the Secretary
of Health, Education, and Welfare—gave rise to questions about
the degree to which the initiative’s guidelines were mandatory. In
a meeting with the Commissioner on Aging on December 14, 1977,
representatives of national organizations on aging and congressional
staff heard the Commissioner stress that the initiative was ‘“loose
and flexible’”” and it would be the decision of the area agency to
determine whether such priorities were applicable to its community.
States and area agencies would not be required to change their 1978
plans which were in final drafting stages, but could make amend-
ments on their own if circumstances warranted such changes.

2. SENATE HEARINGS

In cooperation with the Senate Subcommittee on Aging of the
Human Resources Committee,?® the Senate Special Committee on
Agiin\g’ held a hearing in October 1977 to explore issuses related to
title V.

In opening remarks, Senator Lawton Chiles said:

The advent of uitie V funding is significant, but it is just
one of the influences now at work in determining the place
that senior centers will have in the so-called aging network
of services and programs throughout the Nation. Centers
by themselves, over the years, have developed their own
priorities and their own place in the community. They stand
ready, I believe, to take on additional responsibilities and
significance.?°

2 The Senate Subcommittee on Aging of the Human Resources Committee has legislative responsibility
for the Older Americans Act and agreed to work with the Senate Special Committee on Aging to hold
hearings focusing on the extension of title V.

¥ Opening statement by Senator Lawton Chiles, presiding at Senate Special Committee on Aging
hearing, “Senior Centers and the Older Americans Act,” Oct. 20, 1977,
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Witnesses concurred. E. Bentley Lipscomb, dirctor of the Florida
State Office on Aging and Adult Serviees, testified on behalf of the
National Association of State Units on Aging and said:

Senior centers have proven in communities throughout the
Nation that they can be the central point for services to the
elderly, thus enhancing service coordination. They have
proven that they can pull together and provide the entire
array of health and social service required to sustain inde-

endent living. They have proven that they can greatly en-

ance the accessibility of the elderly to the services. And by
their very diversity, they have proven that they can develop
facilities and programs geared to the needs of the community
in which they are based.*!

The Administration on Aging testified:

We expect that fiscal years 1978 and 1979 will mark signif-
icant forward steps in the development of multipurpose
senior centers. We see these centers as a part of a continuum
of services which must evolve rapidly to help impaired older
persons maintain independent living. We see them also as
focal points for helping older persons remain active partici-
pants in their communities.*

The National Association of Area Agencies on Aging said:

Many area agency on aging directors recognize the value
of having comprehensive senior centers within their planning
and service areas. Just as the area agencies on aging are a
critical link between the State agencies on aging and the
elderly for the purposes of implementing the Older Americans
Act programs, so can the senior centers play an effective role
as & means by which the area agencies on aging can succeed in
the development of a comprehensive services delivery system
at the community level. It is incumbent upon all of us who
are concerned about meeting the needs of the elderly to look
at the successful examples of where senior centers are effec-
tively utilized as a component of the comprehensive services
delivery system and then build on those examples.®

‘Iéepresentatives of the National Institute of Senior Centers (NISC)
said:

Multiple services under an umbrella agency, such as a mul-
tipurpose senior center, provides a focal point for service de-
livery in the local communities. The community draws upon
the senior center to identify and address senior adult needs,
problems and issues. Cooperative agency planning, organiz-
ing, coordinating and advocacy for senior adult services en-
hances the role of senior centers as viable components of this
service provider system.

# Testimony by National Association of State Units on Aging at hearing cited in footnote 30.
2 Testimony by the Administration on Aging at hearing cited in footnote 30.
3 Testimony by the National Assoclation of ‘Ares Agencies on Aging at hearing cited in footnote 30.
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Referring to a center in Rhode Island, the NISC witness said:

Our center provides information and referral ; health screen-
ing; education lectures, benefits, SSI, etc.; meals, 5 days a
week; direct service; group services; humanities program; a
special emphasis program which is focused on the frail elderly
and independent living; home health maintenance/friendly
visiting; volunteers to nursing homes; transportation; leader-
ship training; student placement; physical and occupational
therapy; limited chore services; trips; serving on boards and
planning committees; spiritual life services; and advocacy.*

All of the witnesses endorsed the continuation of title V as an
important link in the comprehensive services program under the Older
Americans Act. All agreed that making it a formula grant program
would enhance this possibility and make it an effective tool in coopera-
tion with titles III and VII and other service programs.

D. Tramving anp ReseEarcE—TiTLE IV

Service programs under the Older Americans Act are supported by
training and research efforts under title IV of the act, training and
research. These efforts are often coordinated with the services delivery
systems and operations of State and area agencies, title VII projects
and senior centers. With the exception of some training moneys which
are allocated to the States, most of the training and research awards
are made as discretionary grants by the Commissioner. In fiscal year
1977, the appropriation was $26.5 million for title IV—$14.2 million
for training, $8.5 million for research, and $3.8 million for multi-
disciplinary centers of gerontology.

1. IN-SERVICE TRAINING

During 1977, title IV-A supported 384 training sessions for aging
service personnel. These sessions were supported by $751,426 of title
IV funds and $56,591 of title III funds. According to AoA records,
33,088 persons were trained during fiscal year 1977, including: 1,396
State agency staff, 3,394 area agency staff, 3,665 nutrition project
staff, 2,059 advisory committees and council members, 2,796 volun-
teers, and 19,778 “‘public and private persons” (service providers not
employed directly by Older Americans Act programs).

he title IV-A training funds allocated to the States are based on
the States’ A0-and-over nonulation. These funds are governed by
specific guidelines from the AoA which require that a minimum 50
percent be used for the development and delivery of training programs
for the area agencies and 67 percent shall be awarded to postsecondary
education institutions to perform the training sessions. The States
were also encouraged to use a portion of their training funds to train
persons involved with the statewide logal services and nursing home
ombudsman projects.®

# Testimony by National Institute of Senior Centers at hearing cited in footnote 30.
3 Program Instruction of Administration on Aging (AocA-PI-77-13), Mar. 5, 1977.
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2. CAREER TRAINING AND PLANNING GRANTS

Career training grants are awarded to institutions of higher educa-
tion to “prepare students to acquire the necessary gerontology-
related knowledge that will enable them to serve the Nation’s elderly
in their chosen career or profession.” ® During 1977, the Admin-
istration on Aging supported 59 institutions of higher education with
title IV career tramning grants.®

Planning grants were awarded to 20 institutions of higher education *®
“to assist 1 supporting a limited number of planning efforts by
institutions of higher education to develop multidisciplinary geron-
tology capability and interest within the educational nstitution.” *°

In addition, the Administration on Aging supported several develop-
mental and quality improvement grants under title IV. These grants
were awarded to ‘support such activities as the design, development,
and evaluation of exemplary training programs, the introduction of
high quality and more effective curricula and curricula materials, the
provisions of increased opportunities for practical experience in the
field, and the promotion of gerontology into career fields that in

ractice have not been responsive to the needs of older persons.” *°
ourteen developmental and quality improvement grants were
awarded in 1977.%
3. RESEARCH GRANTS

In an effort to coordinate the research efforts of the Administration
on Aging with the aging network operations, the Commissioner of the
AoA made a commitment that “funding decisions by the Commissioner
will be based on comments and recommendations from three sources:
the technical review panel of peers, State agencies on aging; and the

3 “Training and Manpower Development Activities Supported by The Administration on Aging Under
Title IV-A of the Older Americans Act of 1965, as Amended,” (Descriptions of Fiscal Year 1977 Funded
Projects), DHEW Publication No. (OHDS) 78-20118.

3 University of California (2); San Diego State University; University of California at San Francisco;
Los Angeles Harbor Community College; Adams State College, Colorado; University of Denver; The
George Washington University, Washington, D.C.; The George Washington University National Law
Center; The University of the District of Columbia; University of Florida; University of South Florida;
Albany State College, Georgia, Georgia State University; North Georgia College; The University of Hawaii
at Manoa; The University of Chicago; Wichita State University; Southern University, Louisiana; Univer-
sity of Maine at Portland-Gorham; University of Maryland; Antioch College, Maryland; Boston University;
The University of Michigan; Wayne State University, Michigan; Western Michigan University; Madonna
College, Michigan; University of Minnesota; University of Missouri at Columbia; St. Louis University;
University of Nebraska at Omaha; Rutgers, The State University; State University of New York at Buf-
falo; City University of New York; Hunter College, New York; Syracuse University; Wayne Community
College, North Carolina; Livingstone College, North Carolina; University of Akron, Ohio; Case Western
Reserve University, Ohio; Miami University, Ohio; University of Oregon; Portland State University,
Oregon; Pennsylvania State University; University of Rhode Island; Middle Tennessee State University;
Fisk University, Tennessee; Bishop College, Texas; North Texas State University; Our Lady of the Lake
University of San Antonio; Prairie View A&M University, Texas; University of Utah; Hampton Institute,
Virginia; Norfolk State College, Virginia; West Virginia University; University of Wisconsin at Madison:
and University of Wyoming.

3 University of Alabama; Charles R. Drew Postgraduate Medical School, California; Los Angeles Valley
College; Kansas State University (graduate school); Northeast Louisiana University; Eastern Michigan
University; University of Nevada at Las Vegas; Seaton Hall University, New Jersey: Fordham University
New York: Yeshiva University Gerontological Institute, New York; Marist College, New York; Capital,
University, Ohio; Kent State University, Ohio; Northeastern Ohio Universities College_of Medicine;
Temple University, Pennsylvania; King’s College, Pennsylvania; Huron College, South Dakota; Uni-
versity of Texas at Austin; Bellevue Community College, Washington; and West Virginia University.

3 Reference cited in footnote 36.

40 Reference cited in footnote 36.

¢ Senior Adults Legal Assistance, California; California Department on Aging; Antioch School of Law,
Washington, D.C.; American Alliance for Health, Physical Education and Recreation; American Personnel
and Guidance Association; Gerontological Society; National Center for the Black Aged, Inc.; National
Council on the Aging, Inc.; National Paralegal Institute: University of Maryland; Jewish Institute for
Geriatric Care, New York; Council on Social Work Education, New York; Syracuse University; and
Duke University Medical Center, North Carolina.
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staff of the Administration on Aging.” # Title IV-B research grants
may, according to the act, be made to any public or private nonprofit
agency, organization, or institution and contracts may be awarded to
any agency, organization, institution or individual. During 1977, 69
grants and contracts were made to approximately 50 researchers, as

follows:

Grantee
University of Southern California_.__

Asociacion Nacional Pro Personas
Mayores.
Thle)a CUrban Institute, Washington,

Ge]gr%etown University, Washington,

Uni\.'el:sity of Miami, Florida...___.

Philadelphia Geriatric Center__._.__

San Diego State University.________

American Institutes for Research,
Washington, D.C.

National Center for Black Aged____.

University of Illinois at Chicago
Circle.

Massachusetts
nology.

Hebrew Rehabilitation Center for
Aged, Massachusetts.

Hunter College, New York City Uni-
versity of New York.

Institute of Tech-

Regents of the University of Michi-
gan.

Trustees of the University of Penn-
sylvania.

Philadelphia Geriatric Center_ ___.__

University of Southern California__._

Foundation of California State Uni-
versity, Sacramento.

At AF T Ac Anmalan Awan A cnnars
vvvvv g Wi 4wVl LaligUaly 4alTlv saglLl)y

on Aging.
University of Miami, Florida___.___
Wayne State University, Michigan___

Regents of the University of Michi-
gan.

42 Guidelines for Preparation of Grant A
Title IV-B of the Older Americans Act for
fare, July 1, 1977.

Title

A Comparative Applied Study of Health,
Retirement and Housing Issues Af-
fecting Mexican-American, Black and
White Elderly.

A National Study to Assess the Service
Needs of the Hispanic Elderly.

Forecasting the Changes in the Charac-
teristics of Older Persons Between
Now and 1990.

Cohort Composition and Changes in the
Elderly Population 1975-90.

The Economic, Social and Psychological
Impacts on the Elderly Resulting
From Criminal Victimization.

The Elderly and Their Housing 1973-77.

The Servidor System.

“With a Little Help From My Friends.”

Informal Social Networks in Support of
Elderly Blacks in the Black Belt of the
United States.

Aging, Social Isolation, and Kinship Ties
Among Japanese-Americans.

New Community: A Documented His-
tory of a Congregate Residence.

A Study of the Informal Support Net-
work of the Needy Elderly.

The Impact of the Entry of the Formal
Organizations on Existing Networks of
Older Americans.

American Values and the Elderly.

Aging With Television.

The Dependent Elderly and Women’s
Changing Role.

Alternative Designs for Comprehensive
Service Delivery to the Elderly
Through Case Service Coordination/
Advocacy.

Techniques of Social Service Provision to
the Minority Aged.

Arrmrimidrs Analveic Tanhnisirac

N VALLALLALLLY ] AALLAL) AN A wuesessng e

Reaching Out to the Hispanic Elderly.

An Investigation of the Feasibility of a
Computerized Model of the Provision
of Services to the Elderly.

Home Health Care Among Black Elderly.

lications, Research and Development Projects in Aging
al Year 1977, Department of Health, Education, and Wel .
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Grantee Title
State of Washington, Department Models of Case Coordination for Pro-
of Social and Health Services. vision of Services to the Elderly.

Thle5 CUrban Institute, Washington, Cost Analysis of Services to the Aged.
The Institute of Public Administra- Information Dissemination Models on

tion, Washington, D.C. Transportation Services for Older
Americans.
Institute for Economic and Social Analysis of the Continuation of Services
Measurements, Inc., Maryland. Funded Under Title III.
The Urban Institute. ______________ The Development of an AoA Strategy

for Policy Research in Aging: Health

and the Elderly.
Regents of the University of Michigan. Data Archives, Training and Consul-
tation Services in the Field of Aging.
University of Southern California_. Aged and ’re-Aged Women: Analysis of
. Needs (Successful Work Options of

Aging Women).

American Institutes for Research__ Identifying Opportunities for Improving
the Quality of Life of Older Age Groups.

University of Florida______________ Organization of Cognitive Abilities.

University of Georgia_.___._________ Sogialization to Old Age in an Urban
etting.

University of Chicago_____________ Cri]s{is and Adaptation in Middle and Late
ears.

University of Chicago_ _________.__ Decision-Making and the Elderly.

University of Maryland_.__________ Aging Competency.

University of Missouri-Columbia.___ Local Socio-Environmental Contexts and

Personal Moorings Related to De-
cision-Making and the Elderly.

Duke University_ . ___.._______ Changing Household Patterns Among
the Elderly.

Duke University._ - .. ____ Group Behavior and Socialization Ex-
periences.

Philadelphia Geriatric Center_______ The Elderly and Their Housing.

University of Pittsburgh___________ Consumerism and the Aging: The El-

derly as Victims of Fraud.
Battelle Human Affairs Research Consumerism and the Aging: The El-

Center, Washington. derly as Victims of Fraud.

Catholic University of America, InformalSocial Networks and Assistance
Washington, D.C. Among the Elderly.

The Conservation Foundation Wash- Impact of Neighborhood Conservation on
ington, D.C Older Americans.

Bowman Grair School of Medicine, Incentives and Family Environments for
Wake Forest University, North the Elderly.

Carolina.
The Mitre Corporation, Virginia__.__ Technology in the Services of the Aged
Through the Retirement Cooperative
Concept.
Special Services for Groups, Inc., Cal- Service Delivery Models for Pacific
ifornia. Asian Elderly.
The Urban Institute_______________ Client Oriented Community Assessment
of Long-Term Care Facilities.
University of Kansas_ . ___________. Attitudes Towards Older Persons on the

Part of Service Delivery Professionals,
Division of Youth and Family Serv- The Utilization of the Elderly in Child
ices, Department of Institutions Welfare Services.
and Agencies, State of New Jersey.
Portland State University, Oregon_._ Attitudes Towards Older Persons on the
Part of Services Delivery Professionals.

Portland State University_._____._. Analysis of Coordination and Organization
Change.
Portland State University. .- ___-_- Tegting a Community Intervention Mo-
el.
Human Resources Research Organi-  Analysis of Employment Services for
zation, Virginia. Older Job Seekers.

Curative Workshop of Milwaukee, Avocational Counseling for the Elderly.
Wisconsin.
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Regents of the University of Cali-
fornia (San Francisco)

Scientific = Analysis

Corporation,
California.

University of Southern California....

Northern Illinois University_.__.____

Center for Public

Maryland.

Management,

Community Research Applications,
Inc., New York.

Pennsylvania State University . - __._

American Institutes for Research,
Washington, D.C.

University of Virginia___.__________

Regents of the University of Wis-
consin.

Brandeis University, Massachusetts_.

Governor’s Citizens Council on Aging,
Minnesota.

Research Foundation for Mental

Hygiene, New York.

Public Interest Law Center of Phila-
delphia.

University of Utah_ _______________

Documentation Cali-
fornia.

University of Southern California____

Associates,
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Title
Funding Practices, Policies, and Perform-
ance of State and Area Agencies on

ging.

An Ane;g.lysis of the Implications of Title
XX Service Plans for the Nationwide
Development of Local Comprehensive
Services Delivery Systems for the Aged.

Study of Funding Regulations, Program
Agreements, and Monitoring Proce-
dures Affecting Implementation of Title
III of the Older Americans Act.

Development and Adoption of Policies
for the Elderly: The State Legislative
Process.

Strengthening Decisionmaking for Alter-
native Approaches to Conducting In-
service Training.

Technical Assistance to the National
Network on Aging: Handbooks on
Priority Services for Older Persons.

Simulating Demand and Costs for State-
wide Services to the Aging.

Impact of Unemployment élimate on

lder Workers in Two Labor Markets
With  Contrasting Unemployment
Rates.

Implications of Prospective Population
Change for Older American Workers.

Development of an AoA Strategy for
Policy Research in Aging: Employ-
ment, Retirement, and the Elderly.

Approaches to Determining the Cost of a
Home Care Alternative to Nursing
Home Care: The Diversion Strategy.

Comparison of In-Home and Nursing
Home Care for Older Persons in
Minnesota.

A Cross National Comparison of the
Institutional Elderly; Including Costs,
Quality, and Outcome of Their Long
Term Care.

Planned Crises/Disasters: Nursing Home
Closings.

The Impact of Inter-Institutional Reloca-
tion on Geriatric Patients.

Inventory of Federally Sponsored Re-
search on Aging: 1965-75.

Integration of Information on Aging:
Handbook Project.

4. MULTIDISCIPLINARY CENTERS OF GERONTOLOGY

In its second year of funding, title IV-C of the Older Americans

Act had an appropriation of $3.8 million. These funds were used to
support what the act refers to as “multidisciplinary centers of geron-
tology,” which may be within public or private nonprofit agencies,
organizations, and institutions. The multidisciplinary centers must
provide activities related to promoting gerontology within their
given programs, including: recruiting and training; basic and applied
research; consultation; serving as a repository of information; creating
opportunities for innovative, multidisciplinary efforts in teaching,
research, and demonstration projects; and stimulating the incorpora-
ticn of information on aging into the teaching of the biological, be-
havioral, and social sciences.
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During 1977, 43 awards were made under title IV-C—20 of these
were continuation awards to grantees who had received funds during
1976, and 23 of the awards were classified as ‘“‘new awards’’ for de-
velopmental or operational costs of a multidisciplinary center of
gerontology.®

II. MAJOR ISSUES RELATED TO RENEWAL

A lengthening list of issues related to renewal of the Older Amer-
icans Act has been in the making ever since transition teams prepared
option papers late in 1976 and early 1977 for the incoming Carter
Administration.

The following summary is by no means complete, but it offers a
guide to several major considerations requiring ¢lose congressional
attention in the renewal process.

A. AN INDEPENDENT OR STRENGTHENED AOA

The Senate Committee on Aging has had a long-standing interest
in AoA’s placement in the Federal structure. In 1971, Senator Church
called together a 20-member task force to consider alternatives for
strengthening AoA or providing a successor. The task force concluded:

. . . the AoA falls far short of being the Federal “focal
point on aging” sought by Congress. Instead, its concerns
are splintered and scattered; there are limited, if any, policies
and few clear-cut goals. Recent reorganizations have not
strengthened Federal programs and commitment in aging in
any way. Rather, they have fragmented an already flawed
and feeble agency still further. This situation has created
chaos as well as a lack of direction in Federal and State
programs.*

The task force report provided a rationale for moving AoA out of
the welfare-oriented Social and Rehabilitation Service under the
Older Americans Comprehensive Services Amendments of 1973. But
5 years later, questions still remain about the appropriate role and
lacement of AoA. Several alternatives have been advanced in one
orm or another by leaders in the field of aging. Among the major
arguments for and against proposed organizational changes:

PROPOSALS—ARGUMENTS FOR AND AGAINST

Proposal 1: Remove AoA from the Office of Human Develog}nent
Services and give it a direct line responsibility to the Secretary of HEW

# The continuation awards were classified as developmental and operational, and included: Develop-
mental grants: Florida State University; North County Community College, New York; Davis Institute
for the Care and Study of the Aging, Colorado; University of Pennsylvania; University of Illinois at Chicago
Circle; University of Iowa; University of Hawaii; University of Connecticut; University of Alabama;
City University of New York; University of Alabama; University of Miami, Fla.; University of Kentucky.
Operational grants: Syracuse University; University of Southern California; Pennsylvania State Uni-
versity; Duke University; North Texas State University; Miami University, Ohio; Boston University.

The ‘‘new awards”’ were made to: Developmental grants: University of Louisville; Temple University,
Pennsylvania; San Diego State University; University of Pittsburgh; University of Oregon; University of
Minnesota; State University of New York at Albany; University of Akron, Ohio; University of Nebraska;
Hampton Institute, Virginia; Wichita State University; Virginia Commonwealth University; University
of Puerto Rico; University of Kansas; West Virginia University. Operational grants: University of Missouri;
Hunter College, New York; University of Wisconsin; Philadelphia Geriatric Center; University of Michi-
gan: University of Washington: Portland State University, Oregon; Wayne State University, Michigan.

4‘“The Administration on Aging—Or A Successor?,” ‘a report to the Senate Special Committee on
Aging, October 1971. p. 2.



137

or simply allow AoA to report directly to the Secretary (instead of the
“Office of the Secretary.”)

Pro: (a) This would give AoA greater status and impact. (b) It
E%J‘l]g provide a direct line of communication with the Secretary of

Con: (a) In the final analysis other factors (such as funding) deter-
mine the success or failure of Federal programs for older Americans—
instead of AoA’s place in the Government’s structure.

Proposal 2: AoA should be established as an independent agency within
HEW and headed by an Assistant Secretary on Aging (recommended by
the National Council on the Aging).

Pro: (a) AoA is not able to influence programs administered by
other HEW units, since it is one small unit within OHDS. (b) This
action would elevate AoA, giving it a stronger hand to coordinate
HEW activities affecting elderly persons. (¢) Placing authority in an
Assistant Secretary would give more prominence to the central spokes-
person in government for the elderly.

Con: (a) An Assistant Secretary would still be accountable to the
Secretary of HEW. If the Secretary gives issues affecting the elderly a
low priority, the Assistant Secretary would be little more than a
figurehead.

Hgat}posal 3: Establish an independent AoA outside the Department of

Pro: (a) This agency would provide effective coordination and lead-
ership for aging programs because it would be a high level and inde-
pendent unit. (b) An independent agency would probably be more
successful if an administration was unsympathetic to senior citizen
programs.

on: (a) This proposal would have little likelihood of adoption, in
view of the administration’s reorganization strategy. (b) An inde-
pendent AoA would be isolated from other service delivery mech-
anisms and programs in HEW and/or other Federal agencies or
departments.

B. PossiBLE MErGing oF TitLes III, V, anp VII

A key issue for the “aging network” during 1977 and early 1978
was the possibility of consolidating titles IIT, V, and VII into one title
under a formula grant. This merger would direct funds for area plan-
ning and social services, senior centers and nutrition programs
(whether as separate authorizations or one authorization), through
Statc units on aging to arde agencics on aging (where they evict ) or
planning and service areas. This method is now practiced in some areas
but is optional with local agencies. The merger of titles III, V, and VII
%n tllle amended act would make cooperation mandatory at each local
evel,

The merger of title V with title III apparently does not face as
much opposition as the merger of title VII. On February 28, 1978,
Senators Pete V. Domwenici, Edward W. Brooke, Charles H. Percy,
and others introduced legislation (S. 2609) which would consolidate
titles IIT and V but would leave title VII separate. Other proposals
by Senator Church (S. 2969), Senator Eagleton (S. 2850), and Con-
gressman Brademas (H.R. 12255) would merge all three titles under
one comprehensive title IT1.

A merger of titles ITI and VII would probably mean that all title
VII projects would be under the auspices of the local area agency on
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aging. The National Association of Title VII Project Directors and
the National Association of Area Agencies on Aging had sharply
contrasting views on this issue. .

The National Association of Title VII Project Directors was ‘‘dia-
metrically opposed to forced merger by the Federal or State agency. . .
The National Association of Title VII Project Directors supports
current legislation that states and mandates that title VII projects
have the option to function independently.”*

The National Association of Area Agencies on Aging expressed the
opposite view:

All titles of the Older Americans Act should be adminis-
tered through the Administration on Aging, State units on
aging, and area agencies on aging, on a formula grant basis
in order to enhance coordinated administration of all Older
Americans Act programs and to support the concept that the
State and area agencies are a focal point for coordinating and

ooling both public and private resources on behalf of the
ation’s elderly.*

The Congressional Research Service of the Library of Congress has
prepared a summary of the major arguments for and against merger.*’
Among the arguments for the merger:

—Eliminating duplicative and overlapping administrative functions
(i.e., outreach, advocacy, pooling and coordinating, training, and
planning).

—Providing one screening agency (the area agency) for determining
the needs of the elderly and their eligibility for services.

—Giving more visibility and strength to the area agencies in the
community, presumably increasing their ability to provide
more and better services for the elderly; and

—Allowing planning from a joint perspective and giving more
flexibility with regard to budgetary decisions.

Arguments for retaining the separate titles include:

—The purposes and functions of these programs (titles III and
VII) differ from one another in that title IIT provides for planning
and development while title VII provides for the direct provision
of social services. Title VII is primarily an ongoing social service
while title III provides seed money for services. Title III funds
may be used to supplement title VII projects, but title VII funds
never supplement the title 111 programs.

—Title III area agencies have less experience in planning and
delivering services than title VII grantees, which often have
had longstanding experience in social service delivery,

—Title III is already administered in close coordination with title
VI(Ii in a way which maximizes the implementation of title VII;
and-

4 Testimony by Jack Anderson, chairperson of National Association of Title VII Project Directors,
before the Senate Subcommittee on Aging, Feb. 7, 1978,
. é; &I‘iesttimony by Leon Harper, president of the National Association of Area Agencies on Aging, at hearing
cl n footnote 45.
474 Arguments Pertaining to the Merger of Title III and Title VII Programs Under the Older Americans
Act,” by Evelyn Tager of Education and Public Welfare Division, Congressional Research Service, Library
of Congress, June 1977.
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—The area agencies have a unique role which allows for flexibility
and the development of needed social services at the local level.
Their expertise can be shared with title VII staff and other
social service providers for the elderly.

C. RoLE oF THE AREA AGENCY ON AGING

Under Title ITI of the Older Americans Act, a State plan is required
to assure “‘that no social service will be directly provided by the
State agency or an area agency on aging except where, in the judgment
of the State agency, provision of such service by the State agency
Or an area agency on aging is necessary to assure an adequate supply
of such service.”” 48

This provision has led to much discussion of a core question: Should
the State and area agencies be more involved in the direct provision
of services or should it concentrate on its administrative duties of
pooling, coordinating, and tapping other services?

As recorded in section I of this chapter, the State and area agencies
are reportedly becoming more adept in their pooling and tapping re-
sponsibilities and have been able to secure numerous dollars from other
programs in their communities. Yet, in many areas, especially in less
densely populated sections of the country, there are few services to
pool anrf) tap. Therefore, area agencies utilize a large proportion of
their title III allocation for direct services.

Recommendations from the field differed widely.

The director of the New York Office on Aging told the committee:

The primary issue facing Congress as it considers reau-
thorization of title III is how to strengthen the role and au-
thority of the -area agencies by building upon the positive
aspects of the current structure. To me this means, simply
stated, more emphasis upon coordination and pooling,
through increased control of available resources, combined
with greater capacity to provide direct services, including case
management.*® [Emphasis added.]

Mrs. Glasse added:

Many people have voiced a legitimate fear that if area
agencies become too deeply involved in providing direct
services their responsibilities for coordination, pooling, and
advocacy may suffer. Yet, it is commonly accepted that area
agencies have a critical role to play in the provision of direct
services in rurai areas wiere otller COMINULILY Services mié
scarce or nonexistent. I believe it is also time to recognize,
despite the fact that most urban and suburban areas are
comparatively richer in resources than rural areas, that the
need for direct services provision in nonrural areas is also
critical considering the fragmentation and gaps which exist.

The dual role of direct service provider and advocate/
coordinator can be accomplished if a clear distinction is made

4 Public Law 89-73, as amended; section 305(a)(8).
¢ "tSts:tesment by Mrs. Lou Glasse, director, New York State Office for the Aging, at workshop cited in
ootnote 5.
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within the area agency’s organizational structure. When the
State Office in New York recently established a program and
policy analysis unit to improve its advocacy and coordination
activities, the office clearly separated this unit from opera-
tional units charged with administration of titles III, V, VII,
and other State level programs. With a strict separation of
functions and staff responsibilities, we are able to discharge
operational and advocacy responsibilities without conflict.
Many of our area agencies have successfully adopted a similar
model involving direct services delivery and subcontract
management on the one hand, and advocacy, planning, and
coordination on the other.

Several advantages to AAA’s of direct services provision
include a closer association with older people, increased
status within the services network, as well as the provision
of services which otherwise would not be accessible.

I am not recommending that all area agencies be required
to provide direct services, but rather that broader authori-
zation be granted for area agencies to do more when they
perceive more is needed.

The National Council of Senior Citizens strongly disagrees with
the direct service function for State and area agencies:

Therefore, performing the role of service provider when
other public or private channels exist merely reduces the
State or area agency on aging to simply another competitor
for limited service funds and destroys its credibility as a
planning, coordinating, and advocacy body.*®

The National Association of Area Agencies on Aging recommended
that the provision of the law regarding direct service be retained but
amended to include an additional factor which considers the quality
of service provided when determinations are made whether a State or
area agency can provide a direct service.

Also supporting the law as it now reads is the American Association
of Retirec{) Il)’ersons. In testimony before the Senate, AARP recognized
the value of the section 305 provision, but stated that ‘‘area agencies
should be free to do the job of planning, advocacy and information
and referral which they are expected to perform. They should not be
in competition with local public or private voluntary agencies.” ™

Recognizing the differences in geographical and demographical
characteristics among and within the States, most aging groups and
practitioners agree that the existing provision and forthcoming amend-
ments should retain the flexibility for direct service provision where
necessary. The differences in opinion arise when recommendations
are made regarding where the emphasis should be placed, or if any
emphasis should be included at all.

D. PriorITY SERVICES

Another area of major concern regarding the role of the area agency
during 1977 centered on the four priority services mandated by the

© Testimony by William R. Hutton, executive director, National Council of Senior Citizens, at hear-
ing cited in footnote 2. L

3t Testimony by John B. Martin, legislative consultant, National Retired Teachers Association and
American Association of Retired Persons, at hearing cited in footnote 2.
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1975 amendments.”® The requirement that a State must spend 20
percent of its title III area planning and social services on one or a
combination of transportation, legal and counseling services, home
services, and home repair and renovation was seriously opposed by the
State and area agencies on aging who felt that such determinations
should be left to the State and local levels.

The National Association of State Units on Aging and the National
Association of Area Agencies on Aging told the Senate that the
“setting of national priority services within the Older Americans Act
is inconsistent with the mandate that service be provided in response
to identified needs of the elderly at the State and local level.” #

At the request of Congress, the General Accounting Office studied
several State and area agencies on aging to determine the effect of the
priority services mandate on their planning and service activity over
the last year.”* Concluding that the priority services had had “little
effect’’ on the planning and spending by States and area agencies, the
GAO stated:

State officials believed that increased spending was not
attributable to the 1975 amendments and State and local
program officials resent the 1975 amendments because they
have infringed on the local planning philosophy of the
Older Americans Act.*®

The GAO found that the States and area agencies had already been
giving some attention to the so-called priority services for some time
and were already spending a significant amount of funds in one or a
combination of these areas. In addition, the GAO states that “all the
States we visited could have reduced their expenditures for priority
services in fiscal years 1976 and 1977 and still have complied with the
spending requirements of the 1975 amendments.”

However, the priority services had a negative effect, according to
the GAO, by causing additional financial and administrative problems
in program Teporting requirements. State and area agencies reported
that it was very difficult to break down expenditures under the act
because many of title IIT funds are seed moneys or startup funds to
tap other service dollars. Therefore, the requirement of the 1975
amendments resulted in substantial reporting and recordkeeping that
was inconsistent with the effect of priority services.

Recognizing these findings, the GAO recommended to the Congress:

—To continue to emphasize the four priority services; and

—Explore the desirability of removing the minimum funding re-

quirements for priority services as mandated in the 1975 amend-
ments.
E. Minoriry Group DISSATISFACTION

Treatment given to minority group members—either as persons in
need of service or as potential employees in the aging ‘network”’—was
the target of renewed complaints at the February 3, 1978, Senate
hearing on Older Americans Act extension. (See chapter X, section I,

& See section T of this chapter for discussion of priority services.
8 Testimony by Gerald A. Bloedow, president of the National Association of State Units on Aging,
and Leon Harper, president, National Association of Area Agencies on Aging, at hearing cited in footnote 2.
% The Senate Subcommittee on Aging and Special Committee on Aging, and the House Committee on
Education and Labor and Select Committee on Aging, requested the GAO to conduct this study.
8 “The 1976 Amendments to the Older Americans Act—Little Effect on Spending for Priority Services,”
report by the Comptroller General of the United States, Mar. 6, 1978.
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for additional discussion of minority concerns in the Older Americans
Act and other programs.)

Dr. Aaron E Henry, chairman of the National Caucus on the
Black Aged, said that a new report of the U.S. Commission on Civil
Rights on Age Discrimination (see chapter IX) did not go far enough.
He proposed that the Congress order ‘“the Commission on Civil Rights
to undertake a comprehensive study of racial discrimination in serv-
ices, in employment, and in contracts in all programs and activities
receiving Federal assistance which affect older persons.”

Such a study, he added, “will uncover many instances in which the
black elderly and other minority elderly are not sufficiently provided
for, and that there is a proportionately large void of minority service
providers, and that minority personnel are underrepresented in
administrative capacities in program agencies.”

Referring specifically to the Older Americans Act, Dr. Henry said
that despite ‘‘repeated reference in the act and its regulations to the
notion that those elderly who are either minority groups members or
who are at or near the poverty level, or both, should be given priority,”
many persons in greatest need are neglected.

He added: ‘“The likelihood of being poor among elderly blacks is
almost three times as great as for aged whites.”

Dr. Aaron also said the Westat report (see section I of this chapter)
stated that minorities were sparsely represented among area agency
staffs, but in Dr. Aaron’s view, ‘“The Westat findings provide only a
glimmer into the pervasive pattern of racial and minonty exclusion.”

The Hispanic perspective was presented by Carmela Lacayo, direc-
tor of the Asociacion Nacional Pro Personas Mayores. She called for
“strengthening the affirmative action criteria in the act and for tough
new language mandating affirmative action enforcement,” because
“my community has essentially been ignored by the Federal aging
network and has not been included in the activities and services
provided under the act.”

Examples from Ms. Lacayo included:

—*“In a recent study of title VII projects . . . only 4 out of 12
project site locations in the bay area met the criteria of low
mcome. . . . This situation is not unique . . . it occurs in

every State served by region I1X.” :

—Information and referral services are often useless: “Time and
again our viejitos give up in frustration trying to communicate
with their area agency or contractors from the area agency.”

—An Asociacion survey in February 1977 found that State plans
on aging in most States include provisions for the Hispanic
elderly, but such provisions ‘“are vague, and therefore not en-
forced.”

Ms. Lacayo recommended that area agency directors have affirma-
tive action responsibility and accountability, subject to monitoring
by State and regional level directors. As to enforcement, she asked
for representation at State level hearings on the areas plan, followed
by State allocations, if necessary, to assure proportionate recognition
of low-income or minority individuals.

George Effman, chairman of the National Indian Council on Aging,
said that a major council goal is to allow “its elderly to live out their
lives in a familiar, traditional surrounding.”

He added:
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The Indian elderly are a small and neglected part of our
society. Many of them speak English only as a second
language or not at all and subsist on little or no income.
Their housing facilities are substandard, and their general
health is poor.

. Mr. Effman placed special emphasis on the Indian self-determina-
tion. (See the next section of this report and chapter X, section I for
additional details.)

F. Direcr Fuxping oF INpiaN TRIBES

The Older Americans Act now provides direct funding of Indian
tribes, provided the Commissioner on Aging determines that (1)
Indian tribe members are not receiving benefits equivalent to other
older persons in a particular State, and (2) they would be better
served through direct funding. However, this authority has never
been exercised.

Support for a direct funding provision without conditions gained
support from key national older Americans organizations and Mem-
bers of Congress 1in 1977 and early 1978. The National Indian Council
on Aging, Inc., cited four legislative precedents for authorizing direct
funding of Indian tribes:

(1) Title IV of the Public Works and Economic Development Act.

(2) The Comprehensive Employment and Training Act (CETA).

(3) The State and Local Fiscal Assistance Act (revenue sharinf).

(4) The community development block grants program under the
Housing and Community Development Act of 1974.

George Effman, chairman of the National Indian Council on Aging,
Inc., gave this rationale for direct funding:

The direct funding approach, we believe, will open up the
doors to many of the programs which are now often inaccess-
ible to Indian tribes. According to statistics available to the
National Indian Council on Aging, Indians are not receiving
services equivalent to those provided members of other
groups and there is a compelﬁng need, based on historic
and legal trust relationships between the Federal Govern-
ment and the Indian tribes to administer these programs at
the national level via direct funding mechanism.

Senator Church emphasized in his testimony before the Human
Resources Subcommittee on Aging that separate authorization could
fund a larger-scale services effort. He added:

The needs of aged Indians are intensified because of geo-
graphic isolation from supportive services, lower life expect-
ancy, substandard housing, and widespread poverty.”

The National Council on the Aging also supported direct fundin%
of Indian tribes and Alaska Native entities at the option of the triba
governments. Jack Ossofsky, NCOA executive director, said:

The sovereignty and autonomy of tribes, as recognized by
the Federal Government in other federally supported pro-
grams, makes it appropriate for the Commissioner on Aging

® Testimony at hearing before the Subcommittee on Aging of th,e Senate Committee on Human Re-
sources on extension of the Older Americans Act, Feb. 3, 1978,
87 Testimony at hearing cited in footnote 56.

23-577 O - 78 - 12
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to pass OAA funds directly to the tribes at their option.
Tribes with good working relationships with State govern-
rrlllt_ants should be free to continue such productive partner-
ships.

NCOA believes that the tribal governing bodies are in the
best position to meet the special cultural, emotional, and
nutritional needs of their older members. Also, since tribes
receive other Federal funds such as general revenue sharing
directly, they are in a better position to combine financial
resources in aging programs. While some tribes have received
OAA funds directly as area agencies on-aging, they are too
few, and this designation does not acknowledge the unique
historic and legal trust relationship between the Federal
Government and Indian tribes.®

Senator Pete Domenici introduced the Older Americans Amend-
ments of 1978 (S. 2609) on February 28, 1978, and Senator Frank
Church introduced the Older American Act Amendments of 1978 (S.
2069) on April 20, 1978. S. 2609 and S. 2969 would provide a direct
funding authorization to tribal organizations as part of a new title
under the Older Americans Act. If Jess than $5 million is appropriated,
the direct funding mechanism would not be triggered. Indian tribes
would then receive services as they do now. S. 2609 would also convert
surplus Indian educational facilities into senior centers, nutrition sites,

and extended care facilities.

G. ProrosED REORGANIZATION OF THE ADMINISTRATION ON AGING
AND OFFICE FOR HuMAN DEVELOPMENT SERVICES

Late in 1977, the Department of Health, Education, and Welfare
announced a reorganization of the then Office of Human Development
(now Office of Human Development Services) under which the Admin-
istration on Aging functions. The reorganization was submitted in
two parts—one on functions and the second on structure.

The functions part was for the purpose of ‘‘the alignment of author-
ity with responsibility and the delineation of staff roles that are truly
supportive of program operations.” ** Broad management functions
were broken down in specific categories: policy development functions,
external relations functions, and support functions.

The policy development functions addressed several issues, such
as the OHDS role with program commissioners. For example, AoA
would retain all of its program development and administration as
well as policy development. But it would receive general guidance
from OHDS. In addition, it would submit each program and develop-
ment to OHDS for approval. However, the Assistant Secretary of
OHDS would retain a “cross-cutting and program-specific guidance’’
over certain operations, providing detailed program guidance and
substantial operating responsibilities within these functions. Those
functions would include planning, budget formulation, legislative
development, regulations development, research and evaluation, and
program data systems. One specific concern to national aging organi-
zations was the proposal to allow OHDS to claim 15 percent of each
of its subunits (including AoA) research budgets for overall research

8 Testimony at hearing cited in footnote 56. .
% Statement by Arabella Martinez (Assistant Secretary for Human Development Services) on OHDS
Reorganization, Department of Health, Education and Welfare, Oect. 11, 1977
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of OHDS programs. This was perceived as a siphoning off of an
already small research budget under the Older Americans Act.

The reorganization proposes several changes in the areas of public
affairs and regional operations. In both areas, a ‘‘shared responsibility”
was recommended in order that a single focal point within OHDS
be maintained within the central office and regional offices. Program
units would retain their own regional support capability.

S. 2609, which was introduced on February 28, 1978, by committee
members Domenici, Brooke, and Percy, would remove AoA from
OHDS and place it instead in the Office of the Secretary of HEW. In
his introductory remarks, Senator Domenici stressed that:

Over the years it has been the goal of Congress to
strengthen the Administration on Aging, increase its visi-
bility, and protect its institutional integrity in the face of
constant departmental reorganizations. This legislation will
move the Administration on Aging out of the Office of
Human Development Services (OHDS) and make the
Commissioner on Aging directly responsible to the Secretary
of Health, Education, and Welfare. This action is designed
to strengthen the Administration on Aging and undo some
of the damage that has been done to it by the recent restruc-
turing of OHDS. %2

In exploring another important element in the AoA/OHDS relation-
ship, Senator Domenici expressed his strong opposition to recent
efforts to transfer control over part of AoA’s research budget to
OHDS.

I was also disturbed by the recent decision of the As-
sistant Secretary of Human Development Services to
withhold 15 percent of AoA’s research funds for use at the
departmental level. I believe that we must preserve the
commissioner’s control over all AoA research funds and
prohil;gg, such skimming off by higher officials in the depart-
ment.

Several recommendations were made to reorganize and coordinate
responsibilities, including formula grant management, project grant
administration, budget execution, personnel and administrative serv-
ices. Again, this was a major issue to the national organizations
already concerned about the small staff at the Administration on
Aging and its regional offices. This concern has been reinforced by
reorganization efforts to centralize some staff from subunits within
OHDS.%°

The structural changes proposed for reorganization included at
least two that affected the Administration on Aging: (1) Retaining

82 Congressional Record, Feb. 28, 1978, p. $2536.

5b Congressional Record, Feb. 28, 1978, p. 52537. i

% Many organizations testifying before the Congress on the extension of the Older Americans Act called
for the strengthening of AoA in structure as well as staffing. For example, the National Council on the Aging
stated at the Subcommittee on Aging hearings on February 8, 1978, that *as just one smali part of the Office
of Human Development Services. AoA is hardly in a position to affect programs run by other offices of HEW
let alone influence the array of employment, housing, transportation, and financing programs outside of
HEW’s sphere. (Even AoA’s limited position has been seriously weakened by the Administration’s decision
to delay filling vacant positions.)” . .

At their spring meeting in Washington, D.C. in February 1978, the National Governors Association
commented that the *‘funding and staffing of AoA must be established and maintained at a level adequate
to assure the effective and consistent discharge of its grants administration and advocacy responsibilities.”

For additional discussion of staff needs and effects of the proposed OHDS reorganization, see pp. 156—
158 of this chapter.
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AoA as a subagency under the umbrella of OHDS, and (2) creating
several new offices within the central office of AoA.

The charts reflect these structural proposals and list the new offices
to be created within the AoA. Several of the “new” offices within
AoA would include the public inquiries division, the placement of
program development and analysis under the Office of State and
Community Programs, the division of evaluation and data analysis
and the division of staff development and continuing education.
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III. “COMPLETE OVERHAUL,” PRIORITY TARGETING, OR
INCREMENTAL ADJUSTMENT?

Decisions on issues such as those discussed in the preceding section
would be difficult enough even without larger questions looming over
this year’s deliberations on the Older Americans Act.

But one such consideration becomes more and more apparent as the
Congress nears action on that legislation:

Even though most witnesses thus far have proposed varying degrees
of the aforementioned “fine tuning”’—or significant but not drastic
adjustments in ‘“network” operations—calls for more far-reaching
change also are heard.

A. THE BenEepIicT PrROPOSALS

As the final witness last August 3 at a hearing on “Older Americans
Programs Oversight” by the House Select Committee on Aging,
Robert C. Benedict made what he called “The Case for Complete
Overhaul.”

His perspective at that time was that of Commissioner for the
Pennsylvania Office for the Aging in the Commonwealth’s Department
of Public Welfare. His testimony was recently cited ® as a major
fémc.tor leading to his appointment in 1978 as U.S. Commissioner of

ging.

Mr. Benedict described a rapidly growing percentage of the elderly
population which has been called the ‘“frail elderly’’ by the Federal
Council on the Aging, but which he describes as “functionally dis-
abled,” or found impaired ability to function in one or more respects
which limits one’s capacity for independent living.”

Commissioner Benedict added:

Another important fact about the elderly population is that
an increasing proportion of the elderly will be very old, that
is, over 75. In 1977, 38 percent of our elderly population is
over 75. By the year 2000 it will be 43 percent. This means
there will be between 12 million and 13 million persons in this
country over the age of 75. By the year 2030, that may in-
crease by more than half. There is a very high correlation be-
tween advanced age and increased functional disabilities.
Among those people not in institutions 65 and over, studies
indicate that about 14 percent are either bedfast or house-
bound. From available data it is possible for us to project that
there may well be, in the United States today, between 4 mil-
lion and 4} million older persons in need of special assistance.
One million of these persons are now in nursing homes, homes
for the aged, and other institutions.

Challenging ““talk about looking to income as a sole solution for the
needs of older persons,” Mr. Benedict said:

The basic fact about aging itself should make it clear to
all of us that income alone is not sufficient to ameliorate the
basic problems that older people have; and that we also need

% By Arabella Martinez, Assistant Secretary for Human Development, Department of Health, Educa-
tion, and Welfare, at Mr. Benedict’s swearing-in ceremony, Feb. 16, 1978.
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a fundamental human services strategy if we want to provide
them with a way to stay in their own home.

%\./Ir. Benedict’s strategy called for a two-tiered national social
policy:

The first part of that policy is one which would address the
broad needs of all older people. Such things as the attack on
mandatory retirement. Such things as the need to open up all
of our educational institutions. Such things as making trans-
portation more accessible.

He, as well, urged special attention to a tier decline with ““the prob-
lems of a subpopulation of older people who are very old, who are poor,
who are disabled, and who are without assistance.”

A major obstacle to the development of this two-tier approach is
what Mr. Benedict described as “a literal morass of Federal laws and
regulations of a number of different conflicting varieties which makes
it extremely difficult even for a State which chose to set up a compre-
hensive service system would find it difficult to do so with the labyrinth
of Federal laws and Federal regulations that they have to put up with.”

%rawing from his own experiences in Pennsylvania, Mr. Benedict
said:

We have managed to combine title III, title VII, title XX
(social services under the Social Security Act), title IX, title
V, and some State funds into a single pot of funds to make
available to local communities for comprehensive services for
the aging, but I would not want to recommend to many other
geoplsez the kind of pain we had to go through to get that job

one.

As outlined at the August hearing, Commissioner Benedict’s
“complete overhaul” of the Federal “network” drew heavily from
the Pennsylvania innovations. He urged: Establishment of “a decent
base of comprehensive community-based long-term services which
will keep frail older people in their communities,” ® and recognition of
the community as the logical base for determining local action priorities
and carrying them out:

I am not sure that our existing local governmental struc-
tures are up to the job. Perhaps the Congress should create
incentives which would encourage the States to establish
new local human service authorities not unlike those which
exist to manage our public school systems, to manage human
services programs.

62 For detalled testimony on one effort to develo;l)_)such a community base for services to homebound and
other elderly, see testimony (pp. 158-63) by Peter D. Archey, executive director of the Berks County, Pa,,
Office of Aging, at a hearing, “ Health Care for Older Americans: The ‘ Alternatives’ Issue,” before the Senate
Special Committee on Aging, May 17, 1977, Washington, D.C. One of Mr. Archey’s advantages, as indicated
in his testimony, was: “The Pennsylvania Office on Aging made a critical decision to implement the area
agency legislation by utilizing county governments as the single local unit responsible for annual community

lans for titles IT and VII of the Older Americans Act, title XX of the Soclal Security Act, and State and
ocal appropriations. This State-level decision has produced a practical, integrated funding philosophy and
operation without necessity of any Federal waivers. Pennsylvania also allocated significant title XX
funds for the elderly and provided State appropriations for the majority of non-Federal match. Individuals
and services covered under title XX are so reimbursed. Services or individuals not eligible or individuals
not wishing to voluntarily provide title XX financial eligibility in formation are covered with funds from
title 111, title V11, State funds, or a variety of local funds. These services are then related primarily to client

need rather than to income level. While emphasizing target priority groups, rich and poor, can be served
by unified’progrems.”
s A concern and goal later reiterated at his confirmation hearing before the Senate Committee on Human

Resources, Feb. 7, 1978.
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Mr. Benedict also called for significant alteration of the basic
concept of area agencies on aging:

They (the area agencies) do not have the authority, they do
not have the capacity, to foster or manage change in the
magnitude required to service 1 American in 10 today and
by 1990, one American in eight. We do not need 600 or 700
limited planning agencies. We need a system of between
2,000 and 2,500 comprehensive human service agencies
responsible for managing all long-term services for the aged
and adults and directly accountable to local communities.

He also called for revisions in current State and area agency planning
procedures under the Older Americans Act and asked for fundamental
redirection of social service policies toward the aging ‘“going far
beyond simple amendments to the Older Americans Act.”

His statement concluded:-

Our society has the know-how and the capacity to provide
a better life for older people. The critical question is whether
or not we have the collective will and the political leadership
to make this a top priority and to devote the resources neces-
sary to make it possible.

B. THE BinsTock CALL FOR SELECTIVE PRIORITIES

Another witness at last August’s House committee hearings—Dr.
Robert H. Binstock, director of the program in the economics and
politics of aging at Brandeis University, Massachusetts—became the
leadoff witness at the February 1, 1978, hearing on extension of the
Older Americans Act before the Subcommittee on Aging, Senate Com-
mittee on Human Resources.

Dr. Binstock asked for “a bold strategic departure needed to move
the Older Americans Act from an initial phase—12 years of agenda-
seioting and bureaucratic development—to a second phase of problem-
solving.”

Ack%lowledging that the Older Americans Act has provided direct
help to many older persons and that it has brought forth legitimate
public concerns such as the need for home care services and convenient
transportation while developing a network, Dr. Binstock said that the
strengths of the act go “hand in hand with a series of weaknesses.”

Among the deficiencies identified by Dr. Binstock:

—Funding distribution so thin as to have little impact on any given
problem.

—The “illusion” that a variety of problems can eventually be solved
Klrough funding an implementation under the Older Americans

ct.

—The bureaucratic components of the network—the public and
voluntary service agencies and the universities and the colleges—
have quite understandably become preoccupied with sustaining
and expanding the different, thinly funded program elements
with which they are directly involved.

Dr. Binstock asked for a legislative approach that eliminates

lSUCIi %om;l)artmentation in favor of consolidating funds available at the
ocal level:
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Each community would receive its total formula allotment
of funds as at present. But, working through its area agency,
each community would be required to make a priority de-
cision for using those funds, in order to have a substantial
impact upon the most extreme problem confronted by older
persons in that community. The legislation would not provide
restrictions as to categories of priority other than the
extensive agenda of legitimate general concerns that has al-
ready been elaborated. Rather, it would provide that most
of the funds available, somewhere between 80 and 90 percent,
be expended by each area for a priority program in accord-
ance with its perception of the most pressing local concern
related to the needs of older persons.

Perhaps this general approach would make it possible to
have an impact on at least one problem of importance in each
community. It would certainly be better than the current sit-
uation in which only a little effort is put into a great many
problem areas, and a tremendous amount of energy is being
expended upon issues of professional and industrial domain
and stature.

Senater Thomas Eagleton, chairman of the Subcommittee on
Aging, followed the Binstock testimony with many questions, directed
to program directors and others associated with the Older Americans
Act, as to adequacy of current efforts. He received many acknowledge-
ments of frustration caused by funding inadequacies and by Federal
requirements which appeared to be irrelevant in the face of acute
community needs.

One response to the Binstock approach was offered by Mr. Benedict
at his confirmation hearing.

Asked by Senator Eagleton whether it would be better to do
“fewer things more intensively than trying to do so many things
meagerly,” Mr. Benedict drew an analogy to community goals for
local schocl systems:

In a way it is sort of like saying . . . we have only so
much funds; do we want to teach first grade children how to
read; do we want to teach high school seniors physics; do we
want to teach college freshmen literature, postgraduate
students research methodologies?

I’'m afraid that what we are talking about is providing a set
of services that relate very basically to quality of life, an
ability to live decently. Except for a willingness to suggest
that the local agencies ought to concentrate their planning,
their coordination and the commitment of their resources to
the notion of keeping people out of institutions, to the notion
of keeping them in their own homes free and independent,
I would be reluctant to suggest to any community that it



153

had to make that awful choice in such dramatic terms: all
transportation, all in-home services.

These are very difficult things we are talking about, and
I find them repeated, Senator, at every State advisory com-
mittee meeting, at every meeting of local area agency advis-
ory boards, because what I find these people understanding is
that they are not so much deciding who is going to get served
as they are making the awful decision about who is not going
to get served.

C. IncrEMENTALISM? AT WHAT Pacr?

Administration proposals to extend the Older Americans Act have
not, at this writing, been received by the Congress; and it is not known
whether Commissioner Benedict’s thinking on “overhaul” will be
adopted or adapted, or whether some version of Dr. Binstock’s pri-
ority-setting would be taken.

Most witnesses at hearings and workshops held thus far, however,
appear to favor an incremental approach building upon the structure
already in place. _

But 1t was also clear that many witnesses were impatient at the
rate of improvement,.

QUESTIONS ABOUT FUNDING

Few outright proposals for major increases in funding were made
by witnesses at Older Americans Act hearings in 1977 and 1978;% per-
haps because of steady and significant gains in appropriations for
Older Americans Act programs in recent years, or perhaps because of
uncertainty about Administration plans.

The Urban Elderly Coalition, however, raised questions about the
adequacy of Administration budget proposals for the Older Americans
Act. In a statement presented to the House Budget Committee on
February 8, 1978, the coalition offered a table which it said showed
percentage decreases in OAA funding when adjusted for inflation
and the increase in numbers of elderly to be served.

% Among the exceptions: John W, Anderson, chairman of the National Association of title VII Project
Directors, asked for an increase of 100 percent in the title VII funding level for fiscal year 1979, with “addi-
tional minimal increases of 25 aﬁ)ércem of the funding level of the previous year’s allocation for fiscal year
1980 and an additional minimal increase of 25 percent of the previous year’s allocation for fiscal year 1981,
In testimony before the Senate Subcommittee on Feb. 7, 1978, he added: ** This recommendation is made in
light of the fact that although title VII i)rograms serve in excess of 400,000 older Americans daily through
direct services and that an actual waiting list of 800,000 older Americans still exists.”

Another request related to funding was made at the Senate hearing in February by Gerald A. Bloedow
on behalf of the National Association of State Units on Aging. He gave examples of increased responsibilities
%iver‘l] b);i ngvemors and State legislatures to such units, and said that these advances were heartening.

ut he added:

““The facts are clear: recent increases in State administrative funds have simply not kept e with the
accelerating Older Americans Act programs: In fiscal year 1975, States were provided with $15 million
to manage a program of just over $200 million. By fiscal year 1977, States were asked to manage a program
approaching $350 million with only $17 million in administrative funds. In fiscal year 1978, State program
dollars are well over $400 million, and only $19 million has been provided in Federal funds for administra-
tion.”

Mr. Bloedow said that NASUA urged the committee to ensure more adequate funds for administration.
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NET INCREASES/DECREASES IN EXECUTIVE BUDGET FOR OAA FROM FISCAL YEAR 1978 TO FISCAL YEAR 19791

[In millions of dollars]

1978 base plus
6.8 percent in-

1978 base flationary adjust-

plus 6.8 . ment plus 2
1979 executive percent infla- Net difference percent increase  Net difference
1978 appro- budget tionary ad- from executive in eligible client from executive
priations leve! request justment budget group budget
Title .. 2.45 2.45 2,62 -0.17 2.67 —0.22
Title I ____________ 187.00 187.00 199.73 -12.72 203.71 -16.71
Titte IV_____________ 29.30 29.30 31.29 -1.99 31.92 —2.62
Title V_____ S, 40. 00 40, 00 42.72 —2.72 43,57 -3.87
Title VII_ . . 250. 00 2250, 00 267.00 —17.00 272.34 —22.34
Title 1Xooooeoo 190. 40 3190.40 203.43 —12.94 207.41 -17.01
Total . _.___._. 699, 15 699.15 746.70 —47.54 761.62 —62.47

1 Testimony submitted to House Budget Committee Task Foice on Community and Physical Resources, and Task Force on
Human Resources, Feb. 8, 1978,
2 Not included is the $37,000,000 transferred from USDA commodities which is not an actual dollar increase to the program.
1 The administration will seek an authorization level of $228,450,000,

The UEC estimated that an additional $62.5 million would be
needed if the 1979 population is to be served at the same level as the
1978 population by programs administered under the Older Americans
Act. Another $67.5 million, according to UEC would be needed ‘“‘to
allow for at least a 10 percent for services directed to maintaining the
functionally disabled elderly in their homes and communities.”

On the area agency level, frustration at funding limitations is often
expressed.

Leon Harper, director of the Los Angeles County Area Agency on
Aging and president of the board of the National Association of Area
Agencies on Aging (N4A), said at the February 3 Senate hearing:

While we have had increased resources in programs
serving the elderly, we have not seen fit to expand the
capacity of the area agencies accordingly. Instead, the
Older Americans Act has limited their capacity to expand
commensurate with their increasing responsibilities. Admin-
istrative resources remain fixed at 15 percent of the title
III funds which the area agency administers. At the same
time, area agencies are responsible for administering increased
service funds for the elderly.

He gave the following examples:

1. The Seattle-King County Area Agency receives $673,-
000 title III funds but is responsible for administering an
additional $2,865,000 from other sources. They indicate a
problem with the 15 percent limit on administrative funds.

-2. The area agency in Lewiston, Idaho, receives $82,000
title IIT funds but is responsible for administering an addi-
tional $335,000 from other sources. They indicate a substan-
Fialddifﬁculty with the 15 percent limit on administrative
unds.

3. The area agency in Indiana, Pa., receives $95,000
title IIT funds but is responsible for administering an addi-
tional $450,000 from other sources. They indicate substantial
difficulty with the 15 percent limit on administrative funds,
and finally,



155

4. The area agency in Shreveport, La., receives $303,000
title III funds but is responsible for administering ‘an addi-
tional $634,000. They indicate a major hardship with the
15 percent limit on administrative funds.

Mr. Harper also said that the Administration on Aging has been
given other responsibilities—including work with legal service proj-
ects and help in initiating ombudsman activities—without additional
administrative and planning resources,®

QUESTIONS ABOUT REPORTING AND ACCOUNTABILITY

One of the arguments made in support of increased administrative
funding for area and State agencies is, as reported in the previous
section, the increased responsibilities given to those agencies under
the Older Americans Act and through the “tapping’” of other programs.

A new General Accounting Office report, “Actions Needed to
Improve the Nutrition Program for the Elderly”’ (February 23, 1978),
dealt with accountability problems in the title VII program. It
questioned the effectiveness of the Administration on Aging’s infor-
mation system as incapable of supporting the ongoing management
of the program.

Senator Frank Church, in his statement to the Senate Subcommittee
on February 1, commented on the significance of the report:

We are all familiar with the popular title VII nutrition
programs, so visible in many communities throughout the
country. However, I urge the subcommittee to ask the ad-
ministration to give more effective assistance to the projects
and States in developing better auditing and monitoring
procedures for tracking the contributions received from
participants in title VII programs. State and project directors
elderly participants, and the General Accounting Office have
told the Committee on Aging about the need for better con-
trol of these funds which, on a nationwide basis, could be as
high as $30 million a year. The staff of the Committee on

8 What Mr. Harper described as “‘unwritten coordination and pooling activities” initiated by AAA’s
often go beyond resources available from any one progrram. Among the examples he gave: “In Des Moines,
Iowa, the area agency, as a prime mover, began working 2 years ago with the Association of Local Govern-
ments, City, County, Metropolitan Transit Authority, cab companies, private nonprofit agencies and the
State department of transportation, to form a special transit service for the elderly and the handicapped.
Transportation services were so fragmented with over 30 agencies providing their own services. Last sum-
mer, through a series of intergovernmental agreements and contracts, the agencies turned over the opera-
tions of their vehicles to the Metro Transit Authority. Services are now in place for the elderly and the
handicapped. Funds are provided by: Polk Company ($118,000), Community Services Administration
(840,000), title I1I, Towa Department of Transportation, Cottage Grove Presbyterian Church, the RSVP
program, foster grandparent program, the Des Moines Independent School District, Iowa Methodist Hos-
pital, the city of Des Moines, and the Iowa Lutheran Hospital. In addition, the Polk/Des Moines Tax
Payers Association provided the initial forum for the groups coming together. By no means is the project
functioning 100 percent effectively. There are still some administrative kinks, but the area agency board
has people communicating with a good start at developing a coordinated transportation system. ¢ ¢

‘“8till another example comes from Delaware County, N.Y. Delaware County is a large rural county in
upstate New York where over 20 percent of the population is 60 years of age and over. Nearly 30 percent of
those elderly live on incomes below the poverty level. As a result of last year’s drastic increase in utility
rates, many of these low-income elderly found they could not afford to properly heat their homes. The area
agency launched a project to gather and distribute firewood to those older persons who could use wood as a
jJ heating source. To identify those elderly persons in need of firewood, & publicity campaign was
launched through the Kiwanis, Rotary, and Lions clubs. These same service club members processed the
firewood into a useable form. Members of the local Boy Scouts of America chapter were then mobilized by
the area agency to carry, stack, and distribute the firewood to those elderly who needed it. The area agency
negotiated a supply of firewood through an agreement with the New York State Department of Environ-
mental Conservation to do selective cutting in State forests. Private landowners were also contacted and
asked to donate their timber to the cause. To expand the supply of timber even further, the area agency is
negotiating with the city of New York to do selective cutting on lands surrounding their extensive reservoir
system in Delaware County. Other resources tapped in carrying out this project include the local Com-
munity Service Administration, the local department of social services, and the Public Health Nursing
Service, all of whom have referred elderly persons to the project.”
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Aging has made a preliminary analysis of the situation and
agree that more effective administrative controls must be
developed.

Additional questions about accountability were raised by Carroll
Estes,® associate professor in the department of social and behavioral
sciences at the University of California. She also dealt with AoA
reporting problems in testimony before the California Assembly

u

Special Subcommittee on Aging in San Francisco on November 18,
1977:

. . the multiplicity of goals and responsibilities assigned
by the act—and the vagueries of what is expected in per-
forming each of requisite tasks of planning, pooling, coordi-
nation, and advocacy has seriously limited the ability of States
to render OAA agencies fully accountable. For example,
OAA staff have reported serious concern about the lack of
uniform and definitive expectations regarding what con-
stitutes minimally acceptable progress and performance
for each of the major intervention strategies within title
III and the relative emphasis which they should give (a)
between the many areas of assigned responsibility (e.g.,
pooling, coordination, services, advocacy), and (b) within
any one of these strategy emphases (e.g., emphasizing low
income or all income elderly in service subcontracting).
Such goal complexity and the resultant ambiguity of pre-
ferred outcomes have critical ramifications for accountability,
and the political vulnerability of OAA agencies to all sorts
of criticism. Without knowing what represents an acceptable
performance, how can agencies be held answerable? And, without
clearly delimited long and short term expectations, how can the
success (or failure) of title I11 and title VII be substantiated
against the claims of its critics? And without eliminating the
range of permissible actions, these agencies are extremely
vulnerable to all sorts of goal displacing political pressures
(bec)ause standards/requirements aren’t delimited in any
way).

Responding to the growing concern about the ‘redtape” and
paperwork burden, Senators Domenici, Brooke, and Percy included
a section in their bill (S. 2609) directing AoA to ‘‘continually re-
examine the nature and frequency of all agency requests for in-
formation.”

QUESTIONS ABOUT AOA STAFFING PRACTICES

At Senator Church’s request,” the General Accounting Office,
during 1977, conducted a survey of the assignment of Older American
Act staff at regional offices of the Office of Human Development. The
GAO report cited concerns of regional office directors who felt that
personnel freezes and the press of other duties had seriously reduced
the effectiveness of the aging components of the regional offices.

o Dr. Estes is also a former member of the California Commission on Aging and chairman of the public
golicy committee, U.S. Gerontological Society. An information paper prepared by Dr. Estes for the Senate
pecial Committee on Aging will soon appear. It will be called: “Paperwork and the Older Americans
A ct: Problems of Implementing Accountability.”
o7 X Statement of Facts: Information on Staffing of HEW Regional Offices of Aging,” presented by GAO
to Senator Church, December 1977.
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Senator Church, in a letter of December 27 to HEW Secretary
Califano, commented on the regional directors’ estimates of the
situation:

Their general view that additional staff is needed to per-
form all duties required of their offices is particularly signifi-
cant, I think, in view of the many new duties assigned to the
Administration on Aging under legislation recently enacted by
the Congress, including the establishment of nearly 600 area
agencies on aging since 1973 . . . I would appreciate your
comments on the GAQO report, together with information
about adequacy of staffing at AoA headquarters. It is my
understanding that 125 slots are authorized, but only 84 are
filled. If this is accurate, what are HEW plans to deal with the
situation.

Secretary Califano has promised a report.

Another staffing issue was linked during the Senate hearings to
the Office of Human Development reorganization (See prior section.)

In his statement for the National Association of State Units on
Aging, Mr. Bloedow said:

At the Federal level, we have watched with dismay the con-
tinued erosion of the authority and resources available to
the Administration on Aging to administer the Older
Americans Act programs. Recent reorganization efforts
have clearly enhanced the policymaking and coordinating
role of the Office of the Assistant Secretary for Human
Development. Services while neglecting the long overdue
strengthening of the program units. Yet, just a few years
ago the Congress and national organizations concerned with
older persons strongly supported the removal of AoA from
SRS (Social and Rehabilitation Service) in an attempt to
strengthen the programs’ resources and identification.
The recent steps toward reorganization within OHDS appear
to be a major step backward. As a result, the program wunits
will be further drained of the required resources to serve ade-
quately their respective constituent groups—the aged, the
disabled, the handicapped, the blind, the young and native
Americans. [Emphasis added.]

NASUA believes that AoA does not now have the
resources it needs to fulfill the mandates of the Older
Americans Act. Further erosion of AoA’s authority, coupled
with further reduction in staff (already at inadequate
levels for efficient and effective administration of the
programs) will create almost insurmountable barriers
to the intent of Congress as defined in title II of the Act
that AoA should be an effective and visible focal point
for aging matters at the Federal level. As a result, AoA
will not be able to represent in any meaningful way the
interests of older persons in other Federal program, policy,
and regulatory decisions that impact on the elderly. And
as a result, AoA will not be able to provide the fiscal and
program management required throughout the national
network on aging. Most importantly, as a result, older
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persons for whom the program is designed will be short-
changed.

D. Questions Posep By SECRETARY CALIFANO

Late word on considerations now apparently receiving intensive
study at the Department of Health, Education, and Welfare, was
provided in the March 20 testimony by Secretary Califano (see
introduction to this chapter for details on specific proposals).

Calling for a reexamination of the organization and delivery of
services needed to meet the pressing needs of the next decade, the
Secretary posed these questions:

How can we ensure that our systems of support respond
effectively to the widely varying circumstances of the
elderly and their families? Their needs are as diverse as the
communities and families from which they come. We must
respect their desires and choices as we design our programs.

How can we make certain that the efforts of Government
actually enhance and add to the compassionate care and
support of families for their elders? We have become aware
that in some cases, Government’s interventions may strain
rather than strengthen family life.

How can we halt the fragmentation, waste, and duplica-
tion which have come with the great proliferation of programs
for the elderly at every level of Government? The cry one
hears from States and communities is for a basic sorting of
responsibilities, a drastic reduction of paperwork, and for
simplification of rules and regulations which seem to con-
struct barriers for communities, rather than open opportuni-
ties for them.

How can we build a partnership with State and local
governments to improve the management and delivery of
services to the chronically impaired?

How can we be sure that federally supported programs
do not upset existing services for the elderly? We have
found, to our dismay, that the entrance of a Federal program
into a community sometimes causes the exit of other
programs—especially some volunteer efforts.

How can we build incentives into our system of care that
will encourage the least restrictive care in each case? And how
can we guarantee the right of elderly citizens to choose their
own alternatives?

By what mechanism shall an individual’s needs be
measured—or a provider’s services be rated?

FINDINGS AND RECOMMENDATIONS

The value and growing importance of the Older Americans
Act have been amply demonstrated during its more than 12 years
of existence.

Nearly 560 area agencies on aging have been established in
jurisdictions where 92 percent of the aged population live. Older
Americans recéive a wide range of services under the title III
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State and community programs on aging, including transporta-
tion, legal counseling, home health, homemaker, escort, residen-
tial repair, information and referral, and others.

The title IV program responds to one of the most critical prob-
lems in the field of aging: The need for more adequately trained
personnel to deliver essential services for older Americans. In
academic year 1977-78, nearly 890 students in 57 institutions re-
ceived financial assistance under the title IV-A training program
for careers in gerontology. Title IV has helped to stimulate in-
terest for careers in gerontology. Almost 19,000 individuals have
enrolled in college and university gerontology courses. Nearly
140,000 persons have received short-term training in a wide range
of settings.

The title V program makes it possible for elderly persons to
obtain a wide range of services effectively and efficiently in one
location. Funding in fiscal year 1979 will be used to (1) renovate or
alter fully or partially 2,340 multipurpose senior centers, and
(2) acquire 260 facilities to be used as centers.

The title VII national hot meals program has been enormously
effective for older Americans. Nearly 578,000 nutritious meals
will be served daily at the end of fiscal year 1978 at 10,200 senior
centers, schools, churches, and other nonprofit settings. In addi-
tion, the proeram provides an opportunity for elderly persons.to
meet and talk with others. Quite frequently, this socialization
function is as important as the meal itself.

The effectiveness of the Older Americans Act has been docu-
mented time and time again. But a compelling need exists to
expand the act to give priority attention to persons who need
practical help to live independently in their homes.

The committee recommends that the Older Americans Act be
extended for at least 3 years with increased authorizations. This
should be followed up by increases in appropriations levels.

In addition, the committee recommends that:

—Congress should improve coordination among titles II1. V,
and VII by adopting a complete or partial consolidation
directing enhanced administrative efficiency and service
delivery effectiveness.®

—Greater emphasis should be placed under the act upon in-
home services, including home health, homemaker, chore
services, home-delivered meals, and escort services.

—Legal services and the nursing home ombudsman programs
should receive increased sunvort and new emphasis. Efforts
should be initiated to coordinate the activities of attorneys.
paralegals, nursing home ombudsman, and others with all
programs in the aging network.

® On Feh. 28. 1978, Senators Pete V. Domenici, Edward W, Brooke. Charles H. Percy. and others intro-
duced 8. 2609, which would consolidate titlas TTT pnd V while leaving title VIT seperate. The measiure wonld
however. strengthen the conrdination hetween the expanded title T1T and title VIT. Senator Church has
recommended that titles TIT. V. and VII be consolidated with separate authorizations for each program.
In his testimony before the Human Resources subcommittee on Aging on Februsry 1, 1978. he said: “The
Older Americans Act has now evnlved to the point where it is practical to consolidate the services titles—IIT,
V, and VIT—into one title, while retaining the separate authorizations for each program. This would make
it possible to permit a second administrative improvement: a single State plan for the Older Americans
Act. As things now stand, State nnits on Aeing submit several plans; one for Title TIT services, another
for Title V senior centers, and still another for the Title VII nutrition program. My proposal would not
only eliminate this burdensome paper work, but it would also permit better coordination of programs.””

23-577 0 - 78 - 13
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—Funding should be authorized for staffing of multipurpose
senior citizens, but overall emphasis should continue to be
placed upon the acquisition, alteration, or renovation of
facilities to be used for senior center purposes.

—Limited construction should be authorized when it is not
possible to acquire, renovate, or alter existing facilities to be
used as senior centers.

—Direct funding be authorized for Indian tribal organizations.

—A national manpower policy on aging should be established to
direct the career and short-term training efforts under the
Older Americans Act. ’

—The Administration on Aging should be moved out of the
Office of Human Development Services and made directly re-
sponsible to the Secretary of Health, Education, and Welfare.

—Uniform standards be applied throughout the Older Ameri-
cans Act to assure that low-income and minority elderly
persons are effectively served.

—A White House Conference on Aging should be held no later
than 1981.

Moreover, senior centers—in order to fulfill their increasingly
important function as a focal point for the delivery of services—
should receive special attention in the administration initiatives
plal;)l;ed for announcement and discussion by Secretary Califano
in 1979.

Another matter which should receive intensive attention in the
Administration considerations is the role of the Older Americans
Act in developing a community base for in-home and other non-
institutional services needed by growing numbers of older
Americans who have one or more chronic disabilities.



CHAPTER IX

AGE DISCRIMINATION STUDY AND
RECOMMENDATIONS
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- . . mno person in the United States shall, on the

basis of age, be excluded from participation in, or be

denied from benefits of, or be subjected to discrimination

under, any program or activity receiving Federal finan-

cial assistance.”

—Age Discrimination Act of 1975 (Fublic
Law 94-135).

. . we have given special consideration to the
impact of age discrimination in the delivery of federally
supported services and benefits on the lives of older
persons. We are shocked at the cavalier manner in which
our society neglects older persons who often desperately
need certain federally supported services and benefits.”
—U.S. Civil Rights Commission, in ‘““The
Age Discrimination Study,” December
1977.

Congress, when it enacted the Age Discrimination Act of 1975,
decided to hold off all-out implementation of its major provisions until
it could obtain more information about possible pitfalls in the path
of reform.

Representative John Brademas, chairman of the House unit!
which considered the legislation, has given the following account?
of the reasons for deciding to conduct a study before taking direct
action to end what was described as ‘“‘unreasonable discrimination”
based on age in programs and activities receiving Federal financial
assistance: :

&

. This law, like most laws that chart new legislative
territory, was the product of compromise. My House
colleagues and I were persuaded that age discrimination
was a serious and shameful problem and that it should be
probibited immediately. Our Senate colleagues agreed that
there was a problem, but they were troubled by the unantic-
ipated dangers that might exist in the uncharted territory
to which we were forging.

The outcome of our deliberations was the creation of
a multistaged process. We set forth immediately the principle
of nondiscrimination on the basis of age. We provided for the
study which the [Civil Rights] Commission is now conducting,

! Subcommittes on Select Education, House Committee on Education and Labor.
2 In testimony before the U.S. Civil Rights Commission, Sept. 26, 1977, as cited in the Oct. 6, 1977, Con-
gressional Record (p. E. 6170).

(161)
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and finally, we delayed enforcement of the prohibition against
age discrimination in federally assisted programs until Jan-
uary 1, 1979.

The study to which representative Brademas referred, as assigned
to the Civil Rights Commission,® was completed in December 1977
and released on January 10, 1978.

Its major finding was that children and older persons are being
denied access to federally supported services and benefits on the basis
of age and that this in turn is having a serious adverse impact on
their lives.

Another conclusion is that all denial of access by administrators
to federally supported services and benefits to programs on the basis
of age are ‘“unreasonable” and should be prohibited by law.

The report issued recommendations which were considered by the
Brademas subcommittee at a hearing in January. They will receive
additional congressional scrutiny in a process intended to help the
Secretary of Health, Education, and Welfare to formulate reasonable
and workable regulations before the January deadline for action.

1. THE MANDATE AND THE RESPONSE

Public Law 94-135, the Age Discrimination Act of 1975, states:

The Commission on Civil Rights shall (1) undertake a
study of unreasonable discrimination based on age in pro-
grams and activities receiving Federal financial assistance;
and (2) identify with particularity any such federally assisted
program or activity in which there is found evidence of per-
sons who are otherwise qualified being, on the basis of age,
excluded from participation in, denied the benefits of, or
subjected to discrimination under such program or activ-
ity. . . . Not later than 18 months after the date of enact-
ment of this act, the Commission shall transmit a report of
its findings and its recommendations for statutory changes
(if any) and administrative action, including suggested gen-
eral regulations, to the Congress and to the President and
shall provide a copy of its report to the head of each Federal
department and agency with respect to which the Commis-
sion makes findings or recommendations.

In July 1976, the Commission began its study and posed five major
questions as guidelines:
—Does age discrimination exist in programs or activities recelving
Federal funds?
—Which individuals or groups are affected? )
—What policies or practices cause or lead to age discrimination?
—What reasons are given to justify the discriminatory policies,
practices or results?
— What actions are necessary to address the problems identified?
The Commission chose 10 Federal programs for analysis: Commun-
ity mental health centers, legal services programs, basic vocational

rehabilitation services, community health centers, social services to

3 The U.S. Commission on Civil Rights is an independent, bipartisan, fact-finding agency estab]ist;ed
by the Congress in 1957. Current members are Arthur S. Flemmirg, Chairman; Stephen Horn, Vice-
Chairman; Frankie M. Freeman; Manuel Ruiz, Jr.; and Murray Saltzman.
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individuals and families (title XX), training and public service em-
ployment programs, food stamp program, medical assistance program
(medicaid), State vocational education basic grant programs, and
adult basic education programs. In each case, the Commission col-
lected data and information in the form of Federal and State statutes
and regulations, budget documents, program statistics and findings
from reports and research studies. Supplementing the data collection
were interviews with persons with special expertise in the programs,
including Federal, State, and local program officials, and service
planners and providers.

These studies and interviews were complemented with field hearings
in San Francisco, Denver, Miami, and Washington, D.C.

Witnesses told the Commission of age discrimination, conscious or
otherwise, within their agencies or departments.

A regional health administrator from San Francisco said:

I believe that our emphasis on prevention has in good
measure been targeted at the younger age groups. It has been
targeted to children. Its been targeted at mothers. It’s both
In the medical ares as well as in dental care. Tt does not repre-
sent any exclusion of service to the elderly. . . . it is just our
belief that the payoff is a little better the younger you have
intervention through preventive activities.* ’

The Civil Rights report commented:

This statement appears to overlook the importance that
early detection and prevention of illness have for persons of
any age. Today’s older persons have much to gain from
preventive health care services. The “payoff” that results
may be equally important to society, both economically and
soclally. Interpreting such a universally applicable phrase
as ‘“‘preventive health care” to apply primarily to a narrow
age segment of the general population effectively diminishes
the opportunity of other age groups to receive such care.
(Emphasis added.) s

Several witnesses said that many of their program personnel refer
to a YAVIS formula when selecting clients or patients. YAVIS is
defined as Y is for young, A is for attractive, V is for verbal, I is for
intelligence, and S is for successful or self-serving.

A letter from the President of the Legal éervices Corporation
pointed out to the Commission that “Ewery group of poor persons—
not just the elderly—receives inadequate legal services because of
inadequate public funding.”

The Commission report, observed :

The Commission acknowledges the problem of resource
scarcity in legal services, but questions whether one age
group should have to bear primarily the effect of scarce
resources.®

Making a more general observation, the report later challenged
the view that older persons should receive low priority in allocation

¢ “The Age Discrimination Study,” areport of the U.S. Commission on Civil Rights, December 1977, p. 27.
3 Page 28 of report cited in footnote 4.
° Page 48 of report cited in footnote 4.
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of services or benefits because resources are too limited to meet the
needs of all persons. The Commission said:

Resources are always limited. Program administrators
may be unable to serve all eligible persons and therefore must
set priorities. Priorities should not be established, however,
by using age as a criterion for denying access to needed
services. Other criteria based on an evaluation of the relative
needs of individuals are always available. The fact that they
may be more difficult to administer does not constitute a
sufficient basis for rejecting them.’

The term “employable” was defined by the director of Colorado’s
Special CETA grant program as those persons that “industry will
pick up on” and “put to work once the recession fades.” He suggested
that this meant workers in the age brackets of 22 to 44.°

The director of social services in Denver explained that the decline
in services to older persons in that city came about because nearly
all of the available staff had been assigned to child abuse and neglect
cases.

Lack of adequate outreach was given as the reason for low participa-
tion by older persons in the community health center programs in
the San Francisco area.

And, finally the director of the Colorado State Mental Health
Association described an obstacle, often cited at the hearings, to
serving special interest groups. That is, even though it is understood
that the centers are required to serve all age groups, the persistent
problems of personnel shortages, limited resources and preferences for
treating young adults militate against any real change in the pro-
vision of services to children and older persons.

II. REPORT FINDINGS

The Commission grouped its findings by method of discriminatory
practice. The major categories:

1. Discrimination on the basis of age in the delivery of federally sup-
ported services and benefits exists to some extent in each Federal program
examined.

Example: Community mental health centers reported that in 1975,
328 mental health centers reported the addition of 539,947 persons
to their caseloads. When reviewing the age distribution of the new
patients, the Commission found:

Service area

population Patients

Age Group (percent) (percent)

AN BBES. - - oo e mce e mmmmmmmmmmmmmmomeecmmemamemmmmeas 100.0 100.0
UNAer 15, o o oo oo e e eemmm e —mm e mmemmmmm s emmmem—mam e on 28.8 16.3
15t024.______. - 18.1 26.1
25t0.44___ 23.1 38.4
20.1 15.1

9.9 4,1

Source: U.S,, Department of Heaith, Education, and Welfare, National Institute of Mental Health, Division of Biometry
and Epidemiology, unpublished data.

 Page 79 of report cited in footnote 4.
8 Page 28 of report cited in footnote 4.
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The low rate of participation by persons 65 and older was not due
to a low rate of mental illness among that age group. In fact, accord-
ing to the Center for the Study of Mental Health of the Aging of the
National Institute of Mental Health, 18 to 25 percent of persons 65
or older have mental health problems that interfere severely with
their ability to function on a daily basis.

Example: Upon examination of the data of prime sponsors for
CETA (Comprehensive Employment and Training Act) and unem-
ployment rates, the staff of the Commission found that in fiscal year
1976 data shows the marked age disparities in program participation
under titles I, I1, and VI of CETA.

Unemployed Title | Title I} Title VI

Age group population ! enrollees 2 enrollees 2 enrollees 2
(percent) {percent) (percent) (percent)

Allages _____ ... ... ——— 100.0 100.0 100.0 100.0
Under19..___________ — e 17.1 35.9 4.4 4.6
19t024._. 16.5 20.9 17.6 17.4
22t044_ . 46.5 36.4 64.1 64.2
45t0 54___ 10.9 4.0 8.9 8.7
55to64.. 6.8 1.9 4.2 4.3
65-plus . e 2.1 .8 .8 .8

! U.S., Department of Labor, Bureau of Labor Statistics, unpublished data.

2 U.S., Department of Labor, Employment and Training A blished data.

The Commission asserts that these figures probably understate the
actual situation because persons 65 and older are not accurately
accounted for in the data on unemployed persons.

2. Members of minority groups, women, and handicapped individuals
are often victims of compounded discrimination based on age, sex, race,
natonal origin and handicap.

Example: The Deputy Regional Health Administrator for the
U.S. Public Health Service in Denver testified:

Cultural barriers, particularly for the minority aged, are a
significant barrier to utilizing health care. Particularly be-
cause the cultural difference tends to be accentuated in the
aged, the degree of acculturation tends to be less, and, there-
fore, the health care institutions tend to be more alien and
perceived as being less useful or compatible with the person’s
needs as he defines them culturally.®

The report said that program administrators are not taking ade-
quate steps to take into account the multiple problems faced by many
older persons and to increase their opportunities for services and
benefits.

8. Age discrimination exists because Federal, State, and local pro-
gram administrators develop policies that narrowly interpret broad
statutory goals, the application of which limits the participation of certain
age groups.

Example: Preventive health care standards of community health
centers are usually directed at children, youth, and young adults.
In fact, the U.S. Public Health Service’s “forward plan for health”
for fiscal years 1978 through 1982 devotes nearly all of its plans for
preventive care to the needs of the young.

¢ Page 24 of report cited in footnote 4.
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Example: The goal of the vocational rehabilitation program is
rehabilitation of handicapped individuals for gainful employment.
Therefore, the program’s emphasis on competitive employment joined
with the poor employment prospects for persons of certain ages,
effectively restricts the application of this program to persons under
45 years of age.

4. Age discrimination takes place when Federal Government establishes
program performance standards which effectively restrict participation to
certain age groups in the program.

Example: Commission staff found that upon site visits to CETA
prime sponsors, program administrators were found to ‘‘cream”
applications for potential CETA slots. “Creaming’’ applies to choosing
applicants who are job-ready and easier to place in unsubsidized
employment. That is, screening out of those applicants who most
likely ‘would face serious employment barriers.

Example: The evaluation standards of the State vocational reha-
bilitation programs set levels of performance in placing handicapped
persons in different types of gainful employment—70 percent for
competitive employment; 6 percent in noncompetitive employment;
and 18 percent in homemaker status. These standards have resulted
in accepting cases involving the young and placing of older persons in
homemaker positions. However, several agministrators pointed out
that they were having to reduce the number of homemaker place-
ments and transfer those slots to competitive employment placements.

5. Age discrimination occurs whenever State legislatures convert @
Federal program intended to serve all age groups into categorical programs
for specific age groups.

Example: Title XX was enacted by the Congress as a social services
program for low-income persons, with States having the discretion to
develop individual services plans. The Commission staff found that
often State legislatures passed laws which call for a specific age group
program without appropriating State funds for implementation of the
program. Therefore the States utilize their title XX allocation for
such a program and therefore reduce their potential to serve other age,
groups. }

6. Young persons’ access to mental health services is restricted by State
laws requiring parental consent as a condition to receiving services.

Example: Many States have passed State statutes prohibiting
treatment by community mental health centers to persons below the
ages of 18 or 21 without parental consent. This has resulted in the
centers inability to provide treatment for drug abuse, alcoholism, and
other mental health problems to young persons.

7. Age discrimination takes place when, without express authorization
in Federal statutes, State and local program administrators develop
program policies or practices that in effect restrict participation to certarn
age groups.

Examples: Title XX, CETA, and vocational rehabilitation often
define their eligible population for their programs and the services
to be provided in & manner that is restrictive to certain segments of
the population. In one State, counselors are directed to consider
whether the applicant will remain employed long enough to justify
service expenditures. Counselors are to use this criteria especially
when screening individuals at the ‘“‘upper end of the age scale.”
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8. Continuance of historical patterns of age discrimination in the
allocation and use of funds for service programs is justified by some
Federal, State, and local administrators on the grounds that more equitable
allocation requires additional funds.

Example: State administrators of title XX are reluctant to cut back
funding from one specific age or interest group to give to another.
Therefore, the funding of a program is often perpetuated on the basis
of previous support and not on the effectiveness and demand for the
program.

The director of the Colorado State Department of Institutions’
Division of Mental Health pointed out that early days of the com-
munity mental health centers the programs were focused on the
needs of the adult population. It has been difficult to overcome the
t{Sdiltional programs and provide assistance to children and to the
elderly. -

9. Age discrimination takes place when program administrators con-
tract for the provision of services with agencies and organizations that
place age limitations on the services they provide.

Example: Administrators of State CETA title I programs told
the Commission staff that State labor laws often have minimum age
requirements. Therefore, CETA slots available in those areas are
governed by those restrictive guidelines. The same may be true of
agencies and organizations which receive title XX contracts. Their
agencies often have age requirements for participation and therefore
they restrict their applicants on the basis of their own requirements
and not those of title XX.

10. The failure of public and private administrators to institule out-
reach programs designed to inform eligible persons of available services
results in age discrimination.

Example: The Commission found that even though Federal food
stamp program regulations specify outreach programs for the special
needs of the elderly, disabled, migrants, rural residents, and other
ethnic groups, such efforts often are minimal. Persons who are home-
bound and isolated and presumed to be eligible for food stamps,
never even learn of the program, let alone about their potential
eligibility.

Example: The director of the San Francisco Medical Center out-
patient improvement program noted that the lack of outreach has a
particularly negative effect on older persons because of their lack of
mobility and difficulty in getting to the centers.

11. Age discrimination results when program administrators rely on
referral sources that are ineffective in reaching all age groups.

Example: Medicaid, food stamps, and title XX social services all
have ties to the offices which determine and administer the cash
assistance programs—aid to families with dependent children (AFDC)
and supplemental security income (SSI). In most States, one’s
eligibility for two or more of the programs is determined within the
same agency or department. Yet, administrators still fail to inform
the recipients of their eligibility for benefits under other prograins.
The study found this to be the case in social security district offices
which have the potential of informing the individual of his or her
eligibility for SSI, medicaid, food stamps, title XX social services,
and other programs offered by the States to SSI recipients.
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12. The Comprehensive Employment and Training Act training and
public service employment programs and the vocational rehabilitation
program restrict participation of older persons because these programs
rely for their success on the public and private employment markets,
which often discriminate in employment on the basis of age, and which
often maintain compulsory retirement policies.

E}f(ialcxllple: The executive director of the Urban League of Colorado
testihea:

It is not widely announced, “You are too old to come to
work for us,”’ but the kind of response we get to candidates
that we are referring to various employers indicate to us
that those employers have drawn specific kinds of lines based
on the age of workers that they are looking for . . .

Example: Many of the vocational rehabilitation administrators
interviewed by the Commission staff conveyed that their placements
are tied to the fact that employers discriminate on basis of age. There-
fore, because of the extent to which the VR standards focus on com-
petitive jobs and the program relies on a discriminatory job market,
the program will continue to focus on those the labor market will
accept.

18. Efforts to end discrimination on the basis of age in Federally sup-
ported programs and activities must also address themselves to discrim-
ination in the job market if the problem of age discrimination s ultzmately
to be solved.

The Commission contends that the effective implementation of
the Age Discrimination in Employment Act must “move in concert’
with a more vigorous enforcement effort under the Age Discrimination
in Employment Act of 1967.

14. Discrimination on the basis of age occurs when program admin-
istrators provide services to some age groups rather than others because
of a belief that providing services to them will provide a better return on
the government’s investment.

Example: The regional community mental health center admin-
istrator for Florida told the Commission:

I think that one of the biggest areas of discrimination in
terms of age has to do with health economics—just the whole
economic structure behind it and how health services are
paid for . . . when community mental health centers, ad-
ministrators and boards sit down to discuss health policies,
everybody is more interested in how it is going to be paid for
and ‘whether they are going to get the money to pay for the
services, rather than the actual need for the services. You
cannot deny . . . that the elderly services would not con-
stitute a higher risk group, yet trying to convince policy-
makers that the present health economic structures would
help pay for this service is difficult.

~ Example: Administrators of the CETA programs also view “cost”
in terms of what the investment of resources is when the length of
time over which an individual would. benefit is considered.

10 Page 62 of report cited in footnote 4.
1t Page 69 of report cited in footnote 4.
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15. Age categorical programs, such as those authorized under the
Older Americans Act, are used to justify limiting the participation of
older persons in other services programs.

Example: The Department of Labor administers both the CETA
jobs program and title IX (Community Service Employment for
Older Workers.) of the Older Americans Act. The Commission staff
found that local sponsors often fill CETA slots with persons under 55
years of age because “they have the title IX program.”

Example: The President of the Legal Services Corporation pro-
gram pointed out how the existence of title III (of the Older Americans
Act) funds for legal services for the elderly has prompted local legal
services attorneys from ranking older persons high in their priorities.
They have “another source” to tap whereas many of their other po-
tential clients have no such alternative.

16. Negative staff attitudes toward older persons predispose program
administrators to neglect or avoid serving older persons.

Example: A psychiatrist with a community mental center in San
Francisco explained that the reason for lack of health services to
older persons was that ‘“psychiatrists, psychologists, social workers,
nurses and other mental health personnel are not as interested in
treating the aged as they are in younger patients.” 1?

17. Age discrimination is fostered by the fact that many staffs involved
wn health, and social services lack the kind of pre-service or in-service
travning that would equip them for dealing with the needs of older persons.

Example: Sparse geriatric training in medical and nursing schools
has resulted in a shortage of trained personnel within the country’s
health centers. Many of the health facilities visited by the Commission
staff expressed the need for in-service training as present staff are
inexperienced and thus the reason for underservice to children and
older persons.

Example: The first U.S. Commissioner on Aging, now chairman of
the task force on aging of the American Public Welfare Association,
told the Commission that most social workers, attorneys, and medical
professionals have failed to incorporate into their curricula any deep
concern or interest about the needs of older people and the impact
of aging on our society.

18. Admission to some medical schools is denied on the basis of age.

Example: 28 of 114 medical schools interviewed list age restrictions
In their selection criteria. One school went as far as to state in its
information bulletin “applicants over the age of 30 will rarely be
considered. No applications from persons over 35 will be accepted.” 12

19. Institutions of higher education are increasingly providing new
opportunities to meet the needs of the so-called nontraditional student,
those over the age of 22.

Example: Universities throughout the country are waiving national
standardized tests for older persons, reducing or eliminating tuition
costs, developing special continuing education programs to meet the
needs of their community older persons, an emphasis on retraining

12 Page 72 of report cited in footnote 4. )
13 See the end of this chapter for a minority view expressed by Stephen Horn, Vice Chairman of the
U.8. Commission on Civil Rights.
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courses as well as short-term training courses, options to take courses
on a credit or noncredit basis, options for attending classes off-campus,

etc.
III. COMMISSION RECOMMENDATIONS

(1) That age should be used as a criterion for eligibility in federally
assisted services and benefit programs only when Federal legislation
contains a specific authorization for doing so.

(2) That any person aggrieved by violations of the act should have
the right to institute a civil suit in a court of competent jurisdiction.

(3) That an Executive Order be issued granting to the Department
of Health, Education, and Welfare authority to approve regulations
developed by other Federal departments and agencies to implement
the Age Discrimination Act.

(4) That an administrative sanction be available to Federal depart-
ments and agencies when dealing with violations of the Age Discrim-
ination Act of 1975 that may be applied without terminating or
interrupting services to eligible persons.

(5) That the units within the Federal departments or agencies
responsible for administering federally assisted services and benefit
programs be required by regulation to take the following steps to
olfien up opportunities to participate in such programs to persons of
all ages:

(a) That the operating units of the Federal departments or
agencies require their grantees or contractors to set performance
goals and plans of action for the participation of persons in their
programs, based on the relationship of the age groups within the
eligible population to the total population eligible for the pro-
grams, within the boundaries of the service area.

(b) That the operating units of the Federal departments and
agencies require their grantees and contractors receiving Federal
funds for the delivery of services and benefits to collect data on
the age of applicants for, and beneficiaries of, each service and
benefit provided by the program or activity.

(c) That the operating units conduct a semiannual self-
assessment of the progress of their grantees and contractors in
achieving the goals and implementing the action plans established
for the delivery of services and benefits to eligible persons.

(d) That the Department of Health, Education, and Welfare
conduct, on a sample basis by program, a continuing audit of
the self-assessment effort; and

(e) That where audits reveal a failure to set goals for the
participation of all age groups, or a failure to engage in “good
faith”’ efforts to achieve the goals set and unwillingness to
enter into voluntary compliance agreement, steps should be
taken by the operating units of the Federal departments and
agencies to apply the sanctions authorized by the act.

(6) That Federal departments and agencies administering federally
assisted programs uniformly define in regulations “age” and ‘“‘age-
related terms.”

(7) That Federal departments and agencies take the following
administrative actions to facilitate implementation of the act:

(a) That subject to the authorities vested in the Secretary
of Health, Education, and Welfare, and in the heads of other
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Federal departments and agencies, primary responsibility for
the day-to-day enforcement of the act be placed with the units
within the Federal departments and agencies that have been
given responsibility for the implementation of the program sub-
ject to the act.

(b) That all Federal departments and agencies responsible
for programs subject to the act, review all of the relevant au-
thorizing statutes, implementing regulations, and administrative
policies to determine whether any restrictions based on age exist
in their regulations or policies which do not have an express
foundation in the pertinent statute.

(¢) That each Federal department and agency take steps
to ensure that each of its program is carrying forward an out-
reach program; and

(d) That Federal departments and agencies administering
programs which require needs assessments and the preparation
and publication of plans or applications also require publication
of the needs assessment with an analysis by age.

(8) That the Congress require the Department of Health, Educa-
tion, and Welfare to file an annual report with the Congress on the
progress and steps taken to implement the Age Discrimmation Act;
and that other Federal agencies be required by Executive Order to
submit to the Department of Health, Education, and Welfare an
annual report which the Department will evaluate and submit as a
part of its annual report.

(9) That the Department of Health, Education, and Welfare
review all of its training assistance programs to institutions or to
individuals and ascertain whether its funding policies are resulting
in making available sufficient personnel to meet the needs of particular
age groups.

(10) That more vigorous enforcement of the Age Discrimination in
Employment Act of 1967 be pursued.

(11) That as a significant step to participation in CETA and VR
programs, the Congress enact the House of Representatives version
of H.R. 5383. This bill, if it becomes law, would raise the ceiling in
the Age Discrimination in Employment Act from 65 to 70 and would
end c?mpulsory retirement in most agencies of the Federal Govern-
ment."

(12) The Commission makes the following recommendations in
the field of education:

(2) That age should not be included in the criteria which are
used to determine eligibility for admission to medical and other

rofessional schools that are supported in whole or part by the
ederal Government.

(b) That the following actions be taken in the field of voca-
tional education: (1) That the Office of Education, based on
data provided through State and local needs assessments, develop
appropriate technical assistance strategies designed to assist
State vocational education agencies to effectively work with its
grantees to develop vocational education programs and activities
to attract and to meet the needs of older persons; and (2) that
a failure on the part of the State vocational education agencies

14 H.R. 5383 was signed into law on April 6, 1978 (Public Law 95-256).
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to respond to this initiative on the part of the Office of Education
be regarded as a violation of the Age Discrimination Act of 1975
and that av}:ipropriate steps be taken to apply the sanctions
recommended in this report.

(c) That the following actions be taken with respect to adult
basic education: (1) That the Office of Education develop out-
reach mechanism to help State education departments to find
and serve eligible individuals under the adult basic education
program, including the approximately 15 million persons who are
55 or older; and (2) that a failure on the part of the State educa-
tion department to respond to this initiative on the part of the
Office of Education be regarded as a violation of the Age Dis-
crimination Act of 1975 and that appropriate steps be taken to
apply the sanctions recommended in this report.

(d) That institutions of higher education continue to develop
and expand educational programs that take into account the
interests and needs of persons of all ages.

IV. FUTURE ACTION

As indicated, the ;' ge Discrimination Act of 1975 will not be fully
implemented until diauary 1979. The first step of the congressionally
mandated timetable—part 1 of the Commission’s report—has been
completed. Now it is up to the Congress to consider the recommenda-
tions of the Commission for amending the law before regulations are
promulgated.

On January 20, the House of Representatives’ Subcommittee on
Select Education began Congressional consideration at a hearing on
the Commission’s recommendations for amending the Age Dis-
crimination Act. Dr. Arthur S. Flemming, Chairman of the U.S.
Commission on Civil Rights, supported the findings and recommenda-
tions of the Commission.!” He also summarized the Commission’s chief
recommendations:

The introduction by administrators of age as a cirterion
for denying access to services and benefits should be pro-
hibited by law.

Administrators of services and benefit programs financed
in whole or part by Federal funds should be required to
institute plans of action for the participation of persons in
their programs based on the relationship of the age groups
within the eligible population to the total population eligible
for the programs within the boundaries of the appropriate
service area.'

These recommendations and others will be considered by the
House Education and Labor Committee and the Senate Human
Resources Committee.”” The Commission would like the act to be

15 See parts II and III of this chapter for the detailed findings and recommendations of the U.S. Com-
mission on Civil Rights. R

18 Testimony by Dr. Arthur 8. Flemming, Chairman, U.S. Commission on Civil Rights, before the
Subcommittee on Select Education of the Education and Labor Committee, U.S. House of Represent-
atives, Jan. 20, 1978, X

17 Congressman Claude Pepper, Chairman of the House Select Committee on Aging, issued a press re-
lease on Jan. 10, 1978, indicating that he proposed to introduce legislation based on the recommendations
of the U.S. Commission on Civil Rights and adding ‘‘age to every piece of Civil Rights legislation which
currently protects citizens from discrimination because of race, color, sex, religion and national origin.”
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amended before the regulations are proposed. In the Commission’s
letter of transmittal accompanying the report, Dr. Flemming
indicated :

If our recommendations are accepted, we believe that
the act will require the issuance of a comparatively small
number of regulations.

Part II of the Commission’s Study, which will further document
the Commission’s findings in individual programs, will be released
by the end of February. The proposed regulations interpreting
the act as now worded, are being drafted within the Department
of Health, Education, and Welfare. These proposed regulations will
then be subject to comment period by the public and Congress for
possible revision. Then, in accordance with section 304(a)(3), the
final Government-wide regulations must be published no later than
90 days after the date o? publication of the proposed regulations.
Following the issuance of the final Government-wide regulations
(not later than 90 days according to the law), all Federal departments
and agencies administering federally assisted programs and activities
must publish proposed regulations in accordance with the guidelines
in the Government-wide regulations. The effective date of these
final regulations must be no later than January 1, 1979. Therefore,
the full enactment of the Age Discrimination Act will be no earlier
than 1979.

During the period between the issuance of the report—dJanuary of
1978—and the implementation of the act—dJanuary 1979—the Age
Discrimination Act will be under intensive analysis by Federal, State
and local agencies, the general public, academia, and the Congress.
The practicality of eliminating age as a determinant in admission for
medical schools has already been challenged by the Commission’s
Vice-Chairman, Stephen Horn. Dr. Horn, president of California
State University, expressed his views in the Commission’s report.

In selecting students for admission to medical school, all
applicants must compete on an equal basis for limited and
finite number of positions, regardless of age. Data supplied to
the Commission by the Association of American Medical Col-
leges demonstrate that older applicants are admitted in
lesser proportions than younger; but data also show that,
on the average, older applicants present less competitive
academic credentials the further removed from their college
years. It is reasonable and necessary that medical schools
choose students who are believed most likely to be able to
complete their education and devote their lives to providing
needed medical services.

In 1976, there were 42,155 applicants for 15,774 positions
(2.7 applicants for each position). 37,559 were under 27 years
of age and 4,546 ranged from 28 to 53 years of age. 1,011 of
the older group were accepted. On the average, they had aca-
demic credentials which were lower but approximated those
of the younger population who were admitted. The 3,535
who were not accepted had significantly lower academic
credentials, for the most part lower than those not accepted
from the younger group. It appears that the medical schools
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are not excluding applicants solely because of age. Rather,
they selectively admit applicants from across the entire age
spectrum who are deemed sufficiently qualified to justify
having the limited and finite resources available expended
upon their education.

Access to a medical education is not provided by our
society for the purpose of personal gratification or fulfill-
ment. Those who are accorded the privilege to enter medical
school must be academically and personally prepared to
succeed and to fulfill the Nation’s need for physicians and
their service. Although age should not be a reason for exclu-
sion, age must not make a reason for demanding inclusion.'®

These and others views, will bear close analysis as implementation
of the act becomes reality in what Dr. Flemming refers to as “a
vigorous and unequivocal implementation of the Age Discrimination
Act.”’!?

18 Pp. 106-108 of report cited in footnote 4.
19 Testimony presented by Dr. Arthur Flemming, Chairman, U.8. Commission on Civil Rights, before
House Subcommittee on Select Education, Jan. 20, 1978.



CHAPTER X

AREAS OF CONTINUING CONCERN
1. MINORITIES

Committee on Aging reports have emphasized that elderly members
of minority groups often are exposed to a form of ‘“‘multiple jeopardy”
because of their age, race, or language barriers.! This has frequently
caused them to experience greater hardship and deprivation than other
older Americans.

In recent years, though, the economic well-being of aged minority
members has improved because of social security increases, the advent
of supplemental security income, and benefit boosts in other income
maintenance programs. Nonetheless, they still lag far behind other
older Americans by almost any standard of measurement.

The year 1977 brought little change in this overall situation. The
results of the 1977 Bureau of the Census income survey are mixed.
Proportionately fewer minority members lived in poverty in 1976 than
in 1975 However, the number of impoverished minority aged re-
mained almost unchanged. And their incidence of poverty continues
at a disturbingly—and sometimes shockingly—high rate.

More than one out of every three (34.8 percent) aged blacks is poor,
as defined by the Bureau of the Census. II; sharp contrast, about one
out of every eight (13.2 percent) elderly whites lives in poverty.
Nearly one-half (49 percent) of all aged blacks is either poor or near
poor, compared with about one-fifth (22 percent) for elderly whites.
Negro women 65 years or older continue to be among the most
economically disadvantaged members of our society today. Almost
three out of every five would be classified as poor or marginally poor.

The Spanish-origin elderly encounter similar economic problems.
They are more than twice likely to be poor as aged Anglos, and quite
frequently they suffer greater extremes of deprivation.

TABLE A.—PERSONS AGED 65 OR OLDER LIVING IN POVERTY! OR NEAR POVERTY ? BY RACE

[In thousands]

Total noninsti- . Persons living
tutionalized Persons living in poverty or Percent poor
population in poverty Percent poor near poverty and near poor

197 1976 1975 1976 1975 1976 1975 1976 197§ 1976

19,654 20,020 2,634 2,633 13.4 13.2
1,795 1,852 652 644 36.3 34.8
420 464 137 128 32.6 27.6

4,516 4,560 23.0 22.3
926 908 516 49.0
0] 177 @ 38.1

1 Annual income, on a weighted basis: Aged individual, 1975, $2,572; 1976, $2,720; 2-person family with an aged head,
1975, $3,232; 1976, $3,417. K

1 Annual income, on a weighted basis: Aged individuals, 1975, $3,215; 1976, $3,400; 2-person family with an aged head,
1975, $4,040; 1976, $4,271.

3 Information not available.

Source: Bureau of the Census.

1 See, for example, *‘ Developmentsin Aging: 1973 and January-March 1974”, p. 139, and * Developmentsin
Aging: 1976, p. 132.
. 2The 1977 Bureau of the Census income survey, based upon a questionnaire sent out to respondents
in March 1977, provides information about the income of Americans in 1976.

(175)
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‘New programs in recent years have helped to make services and
service opportunities more readily available for all older Americans,
including members of minority groups. A number of these programs
give special attention to needs of minority groups.

The title IX senior community service employment program 3
provides job opportunities for low-income older Americans in a wide
range of useful and fulfilling activities. As of June 30, 1977, approxi-
mately one-fourth to one-third of all title IX workers were members
of minority groups: 74 percent were white, 20 percent were black, 3
percent were native Americans, and 3 percent were members of other
races. Spanish Americans accounted for 6 percent of title IX partici-
pants, and were included among these racial groups. These figures
closely parallel the racial participation rate in 1976.

One of the major target groups of the Older Americans Act—
particularly for the title IIT State and community programs on aging
and the title VII nutrition program for the elderly—is the minority
aged.* About one out of every five participants in the national hot
meals program in the third quarter of 1977 was a member of a minority
group. A similar ratio existed for recipients of title III services.

MINORITY AGED PARTICIPATION IN TITLE Il (STATE AND COMMUNITY PROGRAMS ON AGING)
AND TITLE VI! (NUTRITION PROGRAM FOR THE ELDERLY) OF THE OLDER AMERICANS ACT

{3rd quarter, fiscal 1977]

Title 111 Title VI
(percent) (percent
0.7 1.0
13.0 11.0
.8 .8
5.0 50
2.0 2.0

Source: Administration on Aging.

ACTION’s older Americans volunteer programs—retired senior vol-
unteer program (RSVP), foster grandparents, and senior compan-
ions *—provide service opportunities for persons 60 or older. Foster
grandparents and senior companions receive small stipends for per-
forming services, but RSVP participants are reimbursed only for their
out-of-pocket expenses. For fiscal year 1977, ACTION estimates that
minority members constituted 13.5 percent of RSVP participants, 28
percent of foster grandparents, and 44 percent of senior companions.

3 For additional discussion of the senior community service employment program, see chapter VIII.

4 For additional discussion of the State and community programs on aging and the nutrition program for
the elderly, see p. 117.

§ For additional discussion of ACTION’s older American volunteer programs, see p. 215.
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ESTIMATED NUMBERS AND PERCENTAGE OF ELDERLY PERSONS, BY RACE, PARTICIPATING IN ACTION'S OLDER
AMERICAN VOLUNTEER PROGRAMS FOR FISCAL 1977

RSVP Foster grandparents Senior companions
Race Number Percent Number Percent Number Percent
Whites__________..____. 203, 275 86.5 11,304 72,0 1,400 56.0
Blacks. ... . 21,620 9.2 2,826 18.0 175 3.0
Hispanics. ... - 4,700 2.0 785 5.0 288 11.5
Native Americans. _ 1,175 .5 753 4.8 25 1.0
Other.._.____ ... __ 4,230 1.8 32 .2 12 .5
Total .. ... 235, 000 100.0 15,700 100.0 2,500 100.0

Source: ACTION.

The supplemental security income program,® which became effective
in 1974, assures all aged, blind, and disabled persons a minimum
monthly income of at least $177.80 for qualifying individuals ($266.70
a month for eligible couples). About 3 out of every 10 SSI recipients
reporting their race are members of minority groups.

The number of SSI recipients, by category, in June 1977 totaled
4,223 742: aged, 2,095,921; blind, 76,255; and disabled, 2,051,566.

PERCENTAGE DISTRIBUTION OF SS1 RECIPIENTS BY RACE IN JUNE 1977

Total Aged Blind Disabled
64.4 65.2 6L7 63.8
26.8 24,4 29.7 29.1
2.8 2.9 2.8 2.7
6.1 1.5 5.9 4.7

! The percentages are rounded to the nearest 10th of a percent, and therefore do not total 100 percent.
1 The figures inctude recipients of federally administered State supplementary payments.

Source: Social Security Administration.

A. KEY DEVELOPMENTS AFFECTING THE NATIONAL CENTER ON
Brack AGep

The National Center on Black Aged was established in 1973 under
an Administration on Aging model project grant. The center serves as
the staff arm for the National Caucus on the Black Aged, which is a
membership organization responsible for developing policy proposals
concerning the needs of elderly blacks. Membership in the National
Caucus of the Black Aged increased more than threefold during the
past year—from 300 to 1,250.

¢ For additional discussion of the supplemental security income program, see chapter 1.
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In 1977, the center built upon its earlier activities as well as devel-
oped new initiatives. The center took the lead in 1976 in advocating
the development of research concerning the minority aged by spon-
soring a full day’s symposium at the annual meeting of the Geronto-
logical Society. At the 1977 Gerontological Society meeting in San
Francisco, the center sponsored another discussion session regarding
the minority aged.

On other fronts, NCBA assisted the Administration on Agingin
developing its minority research program. In addition, the center
p;‘ovi'ded training sessions for researchers and instructors in the field
of aging.

The %mnual conference, held in May 1977 in Washington, D.C,,
focused on health and the black elderly. Members of the Congressional
Black Caucus attended the meeting and conducted a hearing on
major health issues affecting aged and aging blacks. A research sym-
posium was also held during the annual conference, concentrating on
major deficiencies in gathering data relative to the black aged. In
addition, several workshops were conducted on long-term care,
delivery of services, and other issues.

One of the major needs of aged and aging blacks is improved hous-
ing at prices within their reach. Many now live in dilapidated, deteri-
orating, or otherwise substandard housing. NCBA established a
housing board in 1977 to develop housing projects for the minority
aged. A 175-unit project for Washington, D.C., has been approved
by the Department of Housing and Urban Development. An appli-
cation for a 150-unit high rise apartment in Houston, Tex., has been
submitted. NCBA plans to submit proposals for other projects.

Among the major federally funded activities and proposals spon-
sored by NCBA:

Current programs and grants of the National Center on Black Aged

Program QGrant/contract amount
The National Center on Black Aged core budget. . .- . _______. $300, 000
Manpower:
“Tachnical Assistance and Training for Developing Manpower
Programs to Serve The Minority Elderly” .. —..____ 130, 000
Transportation—NCBA elderly escort services project, Spring-
field Mass.:
(1) Title X o emmmmmmmmm e 130, 000
(2) Comprehensive and Employment Training Act (CETA)

(Hampden County, Mass.) .o o _ccommoommmooooo 76, 750
CETA—“CETA Workers in the Field of Gerontology”_ ____._. 160, 000
Technical assistance and training for developing manpower

PTOZTAMS - - - o oo e e mmmm— e mmm e~ 130, 000
Training and Education:
Technical assistance and training for the D.C. Office on Aging._ 15, 000
Development and quality improvement of gerontology training_. 103, 000
Quality improvement for minorities: students, faculty, and
institutions (1977-1979) oo o emmeimm—n 215, 000
A design for gerontology, curriculum development in minority
aging, Mississippi State Valley University. - __ . 3, 800
D.C. Providers Couneil - - _ - . e 23, 000
Training for outreach workers (Delaware Office on Aging) - - - 1, 900
Research:
“A Scientific Research Symposium on Health and Black Aged”. 7,710
Model antivictimization project. - - - - -~ 113, 000
Informal social networks in support of elderly blacks in the black
belt of the United States (1977-1979) ..o oo. 240, 000

Total grants and contracts. - - - -« oo o ooam o 1, 649, 160
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Housing (section 202 projects):
Washington, D.C., 175 units (HUD mortgage approval pending),
mortgage amount, $6.9 million.
Houston, Tex., 150 units (reservation received, no approvals thus
far), mortgage amount, $3.5 million (estimate).

B. NaTronan Inpian CounciL oN Acing COMPLETES
First ProsecT YEAR

In September 1977, the National Indian Council on Aging completed
the first year of operations under its 3-year AoA model project grant.’
The Council took numerous actions throughout 1977 to document and
discuss the needs of elderly Indians. Among these actions:

—I;articipation in national meetings focusing on the needs of the
elderly,

—The hiring of a liaison specialist, based in Washington, D.C.,
charged with bettering communications between the Council, the
Congress, and the executive agencies,

—Providing input to State and Federal service providers, and

—Fulfilling its mission as the chief representative of older Indians
before Congress.

In this last role, Council representatives testified at Committee on
Aging hearings on needs of the rural elderly in March 1977 at the
annual meeting of the Western Gerontological Society in Denver—
and in Arizona and New Mexico in the Fall of 1977.% Testimony was
also presented in February 1978 before the Senate Subcommittee on
Aging as it considered the reauthorization and amendment of the
Older Americans Act. Council witnesses stressed that Indian elderly
could be best helped by Federal programs which recognized tribal
sovereignty, and which permitted the tribes the option of direct
funding from the Federal Government. In support of this position, the
Council made available statistics indicating that, under current fund-
ing formulas, older Indians were not receiving services equivalent to
those being provided to other groups.

Council recommendations are receiving consideration during con-
gressional review of the Older Americans Act. In addition, during
1978 and 1979, the overall relationship of the Federal Govern-
ment to native Americans must be reviewed by the Congress in
response to the final report of the American Indian Policy Review
Commission.® The Commiission, after 2 years of study, concluded that
Indians are ‘“the most disadvantaged minority group in the Nation”
and recommended that all Federal assistance funds be distributed
directly to tribal governments.

Native American leaders will again meet at the Second National
Indian Conference on Aging. It is scheduled to be held in Billings,
Mont., in August 1978 and to focus specifically on health-related
issues.

AOA ACTS TO ASSURE TITLE III EQUIVALENCY

_In May 1977, the Administration on Aging issued program instruc-
tions designed to assure that elderly Indians receive equivalent

7 For background on the Council’s founding, see “ Developments in Aging: 1976, p. 138.
¢ For further details on these hearings, see chapter VI of this report.
¢ “ American Indian Policy Review Committee: Final Report”’, May 17, 1977, GPO No. 052-070-04165-0.
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benefits under the provisions of title IIT (State and community pro-
grams) of the Older Americans Act.!'® This new AOA policy:

—Requires each State having an Indian tribe within 1ts borders to
submit an action plan for serving elderly Indians as part of its
State plan for each fiscal year.

—Requires that the State plan also contain assurances that elderly
Indians will receive benefits equivalent to those received by all
non-Indian individuals within the same plan area; and that
representatives of each tribe within the State be permitted to
review and comment upon area agency on aging and State plans.

—Encourages the selection of Indian agencies and organizations to
provide services to elderly Indians.

—Permits the Commissioner on Aging to make the final review of
the State plan and, if he is not satisfied that it will result in
gquiva]ent benefits, to directly fund any Indian tribe within the

tate.

C. AcTivITIES OF THE AsociacioN NacioNal Pro PERsonas
MAYoORES

The Asociacion Nacional Pro Personas Mayores was established
in 1975, with the assistance of an Administration of Aging (AoA)
model project grant, in order to bring about a greater involvement of
the Hispanic elderly in State and Federal aging programs, and to
ass ist researchers and lawmakers to better understand the needs of
this group. The asociacion has proceeded toward these goals through
cong ressional testimony, national conferences, and ongoing research
projects.

Carmela G. Lacayo, national executive director, testified in behalf
of the needs of the Hispanic elderly at congressional hearings examin-
ing the Older Americans Act. In October 1977, speaking for the
asociacion as well as for the National Center on Black Aging and the
National Indian Council on Aging, she told a House subcommittee
that minority elderly had not been able to participate in title IX
community service employment programs to an adequate extent.
Ms. Lacayo continued:

The Asociacion Nacional, the Black Center on Aging,
and the National Indian Council on Aging all agree that
tighter administrative regulations and tighter affirmative
action enforcement will not adequately safeguard their
[minority elderly] access to participation in the programs
under title IX. Such promises have been made in the past
and have not institutionalized equal participation by minori-
ties in government programs on aging.

In order to ensure equitable participation in title 1X
moneys, the minority elderly must be allowed to contract
with the Department of Labor on an equal basis with the
%ve n%tional aging organizations that directly contract with

OL.

And, in early 1978, Ms. Lacayo addressed the Senate Subcommittee
on Aging as it began its hearings for the reauthorization of the Older
Americans Act. After declaring that “my community has essentially
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11 Testimony before the Hous