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LETTER OF TRANSMITTAL

U.S. SENATE,
SPECIAL COMMITTEE ON AGING,

Wa8hington, D.C., May 13,1981.
Hon. GEORGE BusH,
President, U.S. Senate,
Washington, D.C.

DEAR MR. PRESIDENT: Under authority of Senate Resolution 353,
agreed to March 5, 1980, I am submitting to you the annual report
of the Senate Special Committee on Aging, Developments in Aging:
1980, 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
problems and opportunities of older people, including, but not limited
to, problems and opportunities of maintaining health, of assuring
adequate income, of finding employment, of engaging in productive
and rewarding activity, of securing proper housing and, when neces-
sary, of obtaining care and assistance." Senate Resolution 4 also
requires that the results of these studies and recommendations be
reported to the Senate annually.

This report describes actions during 1980 by the Congress, the
administration, and the Senate Special Committee on Aging which are

significant to our Nation's older citizens. During the second session of
the 96th Congress, Senator Lawton Chiles served as chairman of the

Special Committee on Aging. The preparation and writing of this
report was largely accomplished during 1980 under Senator Chiles'
leadership. I deeply appreciate that extensive contribution and his
continuing cooperation in completing this important report.

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

Sincerely, JOHN HEINz, Chairman.



SENATE RESOLUTION 353, 96TH CONGRESS, 2D SESSION 1

Resolved, That the Special Committee on Aging, established by
section 104 of S. Res. 4, Ninety-fifth Congress, agreed to February 4
(legislative day, February 1), 1977, is authorized from March 1, 1980,
through February 28, 1981, 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 com-
mittee may provide such assistance under section 202(j) of the Legis-
lative Reorganization Act of 1946, as amended.

SEC. 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 March 1, 1980, through
February 28, 1981, to expend $342,600 from the contingent fund of
the Senate, of which amount (1) not to exceed $25,000 may be ex-
pended for the procurement of the services of individual consultants,
or organizations thereof (as authorized by section 202(i) of the Legis-
lative Reorganization Act of 1946, as amended), and (2) 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 April 30, 1981.

SEC. 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 annual
rate.

1 Agreed to March 5, 1980.



PREFACE

Since 1900, the average life expectancy in America has increased
by more than 25 years. While no one would want to change this
triumph of survivorship, it is producing a rapid increase in the aged
members of our population. By the year 2000, 31.8 million Ameri-
cans-12 percent of the population-will be over the age of 65. This
so-called "graying of America" may not be the demographic dilemma
of the proportions predicted by some alarmists. However, it does
have significant political, economic, and social implications and
many of these issues will demand resolution in the coming decade.

T ee decades of expanding social services and income transfer
pro ams for the elderly have greatly proroved their economic
sta s. Older persons have made gains in both absolute and relative
income levels so that the poverty rate for older persons dropped from
33 percent in 1950 to 14 percent in 1978.

Without the social security program, it is estimated that 60 per-
cent of the older population would live in poverty. Furthermore,
inkind benefit programs such as food stamps, subsidized housing,
and medicaid increase the average income of those on low incomes
by 81 percent for single persons and 68 percent for couples. The
impact of noncash transfers thereby brings the effective poverty
rate down considerably.

Nevertheless, the most fundamental problem confronting older
Americans today is the issue of economic security in a time of high
inflation.

In 1980, the public was beginning to realize the enormous signifi-
cance of the issue of providing an adequate income for the retired
population. Federal expenditures for income security-largely retire-
ment and disability programs-represent one-half of the Federal
budget and are generally regarded as uncontrollable items.

The growing number of older people and the strain put on these
systems by high unemployment and high inflation raises serious
questions about how the Nation will continue to provide adequate
retirement income in the future.

The Senate Special Committee on Aging has examined ways to
increase the economic self-sufficiency of the aged through expanded
options for employment and ways to assure the financial soundness of
the social security retirement program. It has explored how to meet
the real needs of the aged population without imposing unnecessary
dependency.

The inflation rate reached unprecedented levels during 1980, so
that even with a portion of their income indexed for inflation, the



overall incomes of older persons did not keep pace with rising prices.
Energy bills alone consumed on the average 35 percent of the income of
the low-income household. The return on prudent investments such as
interest rates on small savings often did not keep pace with inflation.

The average annual increase in consumer prices during 1980 brought
a 14.3-percent increase in social security checks and added almost $17
billion to the cost of the system.

Despite the expense of indexing benefit programs, median elderly
incomes remained half those of younger persons. The 1979 poverty
statistics revealed the rate had crept up to 15.1 percent from 14 per-
cent the previous year-the first increase in the elderly poverty rate
since 1975. Segments of the elderly population-notably minorities
and women over the age of 75-were appallingly poor.

Elderly with reduced incomes found themselves paying much more
for out-of-pocket medical expenses than younger families. Although
Federal medicare payments totaled $41 billion, the program covered
only about 38 percent of the elderly's medical bill.

At the same time the elderly, as a group, possessed great strength,
resources, and assets-75 percent of older families owned their own
homes, most of them, mortgage free. The elderly held approximately
one-third of the Nation's personal savings. They comprised 11 percent
of the population and paid about 10 percent of Federal income taxes.
A larger percentage of the elderly had relatively high incomes than fell
into the poverty category. Twenty percent of older families in 1979
had incomes above $20,000.

Almost 50 percent of elderly headed households reported some
income from employment. Those who were employed had twice the
average incomes of those who were not.

A number of trends which were emerging during 1980 appeared
likely to set the pace for the early years of this decade.

Inflation, unless brought under control, threatened to put a per-
manent limitation on the ability of the Nation to meet its social
goals.

Fiscal constraints required a more refined targeting of resources
and a careful analysis of proposed new programs.

The escalating cost of health care and the fiscal solvency of social
security loomed as the social policy and public expenditure issues of
greatest significance to older persons.

Politicians, the public, and elderly persons themselves, continued
to oppose age discrimination. It was recognized that while the aging
process might sometimes result in poor health or lowered income
status, age in and of itself should not be a barrier to anything.

With improvements in health and life expectancy, the older popu-
lation represents a growing and invaluable source of experience and
productivity.

To avoid unnecessary isolation, dependency, and unwelcome idle-
ness; to seek a variety of opportunities for continued involvement; to
strengthen individual choices and economic security in old age; these
remained the challenge at the end of 1980.

JOHN HEINZ,
Chairman.

LAWTON CHILES,
Ranking Minority Member.
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EVERY NINTH AMERICAN

When we declared our independence, every 50th American was a
so-called older person (aged 65 or over-65-plus). They came to
some 50,000 out of an estimated total population of 2.5 million, or
2 percent.

By the beginning of this century, the numbers of older persons
had increased much more rapidly than the young and they repre-
sented every 25th American (3.1 million or 4 percent of the 76 million
total).

At the beginning of 1981, the over 25 million older Americans
made up over 11 percent of the population-"Every Ninth Ameri-
can." I

But in recent years something uniquely different with new poten-
tials for study and concern has become evident. In the past, the
numbers of persons in all age groups increased even while the propor-
tion of older persons in the population grew somewhat faster than did
the younger age groups. Recent trends, however, have been different.
Fertility rates since the end of the postwar baby boom have actually
been below that necessary for zero population growth. A continuation
of these trends over a lengthy period of time will bring us an aging
society with an increasing median age and eventual declining total
population by the middle of the 21st century.

Even cursory consideration indicates the enormous implications
for retirement and income policies, the role of technology, the shifting
of product markets and advertising, social and recreational facilities,
location and types of housing, health care facilities and personnel,
entertainment, etc.

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

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.2 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; for 1970-79, the increase was
23.5 percent for the 65-plus group but only 6.3 percent for the under 65.

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 significant

1 This chapter has been prepared by Herman B. Brotman consultant to the Special Committee on Aging,
U.S. Senate, and former Assistant Commissioner on Aging, bepartment of Health, Education, and Welfare.

Computed from reports of the 1900, 1960, and 1970 census enumerations, and estimates for 1979 prepared
by the census Bureau, using the 1970 counts as a base, and published in Current Population Reports.
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numbers of older in-migrants. These five States and Alaska also had
the fastest growth rates (over 50 percent) in 1970-79: Nevada (96.6
percent), Arizona (79.5), Florida (62.7), Hawaii (59.9), New Mexico
(54.8), and Alaska (54.2).

Florida still has the highest proportion of older people-18.1 percent
in 1979, 14.5 in 1970. Alaska remains the State with the smallest
number and the smallest proportion of older persons-10,000 or
2.6 percent in 1979.

STATE HIGHLIGHTS

In mid-1979, the largest concentrations of older persons-13 percent
or more of a State's population-occurred in six States: Florida (18.1),
Arkansas (13.7), Iowa and South Dakota (13.1), Missouri and Ne-
braska (13).

California and New York each had more than 2 million older
people, while 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 Texas). Adding five more States
(Pennsylvania, Illinois, Ohio, Michigan, and Florida) brings the eight-
State total to almost half the older population of the United States.
It takes 12 more States (New Jersey, Massachusetts, North Carolina,
Indiana, Virginia, Georgia, Missouri, Wisconsin, Tennessee, Mary-
land, Minnesota, and Louisiana) or a total of 20 States to account for
just over three-quarters of the older population. It requires an addi-
tional 10 States or a total of 30 to include 90 percent. The remaining
10 percent of the 65-plus population lives in the remaining 20 States
and the District of Columbia. (See exhibit A, "Recent State Trends in
the Older Population, 1970-79," for the actual figures and a detailed
analysis.)

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 3,400 persons aged 65-plus die.'
The net increase is about 1,600 per day or almost 600,000 per year,
but the 5,000 "newcomers" each day are quite different from and have
experienced a quite different life history than those already 65-plus
and are worlds a part from those already centenarians who were born
shortly after the Civil War.

AGE

As of mid-1980, most older Americans were under 75 (62.2 percent).
Over half were under 73. And more than a third (34.9 percent) were
under 70. Over 2.2 million Americans were 85 years of age or over.' As
a result of the significantly longer life expectancy for females, the
preponderance of women over men increases with age. (See "Sex
Ratios" and "Projections.")

Accurate data on the number of centenarians are not available but
12,937 persons were receiving cash social security benefits in June

3 Computed from Census Bureau estimates of the components of population change.
' Computed from Census Bureau estimates in the Current Population Reports series, from National Cen-

ter for Health Statistics reports on mortality and life expectancy in the Monthly Vital Statistics Reports
series, and from estimates of centenarian beneficiaries supplied by the Social Security Administration.



1979, after producing some "proof of age" that indicated that they
were then aged 100-plus. Further, sample studies of the file of persons
covered by medicare produced an estimate of some 14,000 centenarians.

PERSONAL INCOME

Older economic units continue to have about half the income of
their younger counterparts.' Retirement from the labor force usually
brings a half to two-thirds cut in income and thrusts many older
persons into a low-income category. Price inflation continues to present
severe difficulties for older persons. Despite indexing of social security
and some other benefit systems, much of the income of the elderly
comes from sources which are not indexed, such as most private pen-
sion plan payments, commercial annuities, certain investments, such
as bonds, and so forth.

Families
In 1979, half of the 8.8 million families headed by an older person

had incomes of less than $11,316 ($218 a week) as compared with
$2 1,201 ($408 a week) for the 49.6 million families with under-65
he ads. Both medians represent an increase of about 11.5 percent over
1978, matching the increase in the Consumer Price Index and indicat-
ing no real change in purchasing power.

The skewing of the income distribution for older families toward the
lower income levels is confirmed by the fact that the arithmetic average
(mean) income of $14,730 is more than $3,400 or 30.2 percent greater
than the median, $11,316, reflecting the impact of the high-income
older families.

Thus, while the poverty rate for older families is high (see below),
many have high incomes. More than 640,000 or 7.2 percent of older
families had 1979 incomes of between $20,000 and $25,000; 1,010,000
or 11.5 percent had incomes between $25,000 and $50,000; and 182,000
or 2 percent had incomes in excess of $50,000. In summary, some 20
percent of the older families had higher incomes in 1979 than the
median for younger families.

The importance of income from work (earnings) is shown by the
fact that the 694,000 older families (7.9 percent of the total older
families) whose heads were fully employed all year had double the
median income of all older families ($22,852 versus $11,316) and
almost double the mean income ($29,022 versus $14,730).

Unrelated Individuals
The 1979 median income of the 7.7 million unrelated individuals

aged 65-plus who were living alone or with nonrelatives was $4,653
($89 a week) as compared with $9,706 ($187 a week) for the 17.9
million aged 14 through 64 years old. The mean (arithmetic average)
income for the older individuals was $6,541 or almost $1,900 or 40.6
percent higher than the median. Purchasing power, as compared with
1978, increased for the younger but decreased for the older individuals.

& Computed from data collected by the Census Bureau in the March 1980 monthly Current Population
Su rvey on money income in 1979 and published in preliminary Current Population Reports. Detailed data
(su ch as by type of family, by source of income, etc.) is not yet available.



Slightly over 1 million or 14.3 percent of the older unrelated individ-
uals had 1979 incomes of $10,000 or more; and, of these, 150,000 or 2.1
percent of all older individuals had $25,000 or more.
Poverty

(This analysis is based solely on cash money income and excludes
consideration of services or noncash benefits and their impact on standard
of living.)

In 1979, the total number of persons of all ages living in households
in which the total income was below the official poverty threshold
for that size and type of household rose to 25.2 million (11.6 percent of
the U.S. population) from 24.5 million (11.4 percent) in 1978. Some
3.6 million older persons (15.1 percent or about a seventh of the 65-plus
population) were poor by the official definition (for example, $4,364
for a household of an older couple or $3,472 for an older individual
living alone). The increase in the number of aged poor over 1978, when
they numbered 3.2 million or 14 percent, was the first increase since
1975.

Women and minority elderly are heavily overrepresented among the
aged poor, according to 1979 census data:

POVERTY RATES (PERCENT OF OLDER PERSONS IN EACH SEX, RACE, OR SPANISH ORIGIN CATEGORY
LIVING IN POOR HOUSEHOLDS)

Spanish
Sex Total White Black originI

Both sexes --------------------------------------- 15.1 13.2 35.5 26.7
Male .-..----------------------------------------- 11.1 9.5 26.9 23.8
Female.. ..---------------------------------------- 17.9 15.8 41.7 29.1

'May be of any race.

Nevertheless, this is a significant improvement over the 4.7 million
or a quarter of the elderly who lived in "poor" households in 1970
and results primarily from the increases in social security benefits.
It must also be recognized that many of the aged poor became poor
after reaching these age levels because of the half to two-thirds cut
in income that comes with retirement from the labor force. Cost
reductions after retirement are usually considerably less than the
income loss.

Application of a somewhat more liberal standard of low-income
status, 125 percent of the official poverty threshold (used as an
eligibility criterion in some programs) in 1979 produces an estimate
of 35.4 million persons of all ages (16.3 percent of the total popula-
tion) and a disproportionately larger 5.9 million 65-plus persons
(24.7 percent 6f the elderly) who fall below this standard (for example,
$5,455 for an older couple household and $4,340 for an older indi-
vidual living alone).
Adequacy-The Retired Couple Budget

In the early 1960's, the Bureau of Labor Statistics, with the help
of a group of experts, developed a theoretic retired couple budget to
provide a modest but adequate standard of living for a retired couple
consisting of a 65-plus husband and his wife, assumed to be self-
supporting and living in an urban area, to be in reasonably good
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health and able to take care of themselves, and to own a reasonable
inventory of furniture and equipment.

Before 1969, the annual cost of the budget was calculated by actually
pricing out all of the items in the budget and applying the appropriate
"weighting." Since 1969, the cost of the budget is determined by ap-
plying to the cost for each division or component in the previous
year the change in the comparable component of the Consumer Price
Index for the urban wage earners and clerical workers. This procedure
produces an approximation of unknown accuracy since spending pat-
terns in the two measures are different as are the weights.

In 1979, the "intermediate" retired couple budget cost $8,562 ($165
a week). Of the 6.1 million two-person husband-wife families with
65-plus heads, about 2.2 million or 36 percent had less than this
amount of income.

The cost of the lower budget, $6,023 ($116 a week), providing a
reduced standard of living but well above the poverty level, could not
be met by 1.1 million or 18.3 percent of these older couples.

The cost of the higher budget, $12,669 ($244 a week), providing
some "luxury" items, gifts, contributions, and taxes, was beyond the
income of 3.8 million or 62 percent of the 6.1 million older couples.6

INCOME MAINTENANCE

Old-Age, Survivors, and Disability Insurance
In July 1980, cash social security payments were sent to 35.1 million

persons of all ages for a total of almost $10.5 billion.'
Of this total for the month, almost 30.4 million retired workers and

their dependents or survivors received $9.2 billion from the old-age
and survivors insurance trust fund, as follows:

Number Amount
(thousands) (millions)

Retired workers...--.--.----------------------------------------------------- 19,221 $6,510
Wives and husbands.--- --------------------------------------------------- ,992 511
Children...--- -- ----------------------------------------------------------- 3,201 696
Widowed mothers .---.-------------------------------------------------------- 561 136
Widows and widowers-..----.-------------------------------------------------- 4,365 1,339
Parents (sole survivor).-- .------ ------------------------------------------- 15 4

And just under 100,000 special age-72 beneficiaries received $10.4
million.

Also, in July 1980, 4.7 million under-65 disabled workers and their
dependents received almost $1.3 billion from the disability trust fund,
as follows:

Number Amount
(thousands) (millions)

Disabled workers ----------------------------------------------------- 2, 861 $1, 059
Wives and husbands ----------------------------------------------------- 467 52
Children--------------.--.-. ---.. --------------------------------------------- 1,363 149

0 Data on budget costs from bulletins of the Bureau of Labor Statistics. Number of couples within budget
cost levels computed from unpublished Census Bureau data on 1979 money income, scheduled for later
publication.

Computed from data in selected issues of the monthly Social Security Bulletin and the Annual Sta-
tIstIcal Supplements of the Social Security Administration.

73-264 0 - 81 - 2
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Average monthly benefit, July 1980

Retired workers and their dependents:
Retired workers I --------------------------------------------- $338. 69
Wives and husbands -------------------------------------- 170.66
Children ----------------------------------------------- 137.03

Survivors of deceased workers:
Children ---------------------------------------------- 236.90
Widowed mothers --------------------------------------- 242.27
Widows and widowers ------------------------------------ 306.73
Parents (sole survivor) ------------------------------------ 274 79

Disabled workers and their dependents:
Disabled workers ---------------------------------------- 370.04
Wives and husbands -------------------------------------- 110.54
Children ----------------------------------------------- 109.58

Special age-72 beneficiaries--------------------------------------104. 37

' Almost 60 percent of all retired workers are receiving "rednced benefits" since they
started drawing social security payments prior to reaching age 65. They represent a com-
bination of voluntary "early retirements' and "discouraged workers" who have been unem-
ployed and believe they cannot find employment.

BENEFICIARIES, BY AGE, JULY 1980

Number Percent
(millions) distribution

All ages ----------------------------------------------------------------- 35.1 100.0
Under 62----------------------------------------------------------------- 8.2 23.2
62 and user: Total--------------------------------------------------------- 27.0 76.8

Retired workers-------------------------------------------------------- 19.2 54.7
Disabled workers ------------------------------------------------------- .6 1.7
Dependents and survivors ------------------------------------------------ 7.0 20.1
S ecial age-72 --------------------------------------------------------- .1 .3

62 to &4: Total ----------------------------------------------------------- 3.5 10.1
Retired workers -------------------------------------------------------- 2.0 5.7
Disabled workers ------------------------------------------------------- .6 1.7
Dependents and survivors------------------------------------------------- .9 2.7

65 and over: Total--------------------------------------------------------- 23.4 66.7
Retired workera ------------------------------------------------------- 17.2 49.0
Dependents and survivors ------------------------------------------------ 6.1 17.4
Special age-72 --------------------------------------------------------- .1 .3

During the month (July 1980), medicare disbursements totaled
$2,986 million, of which $2,068 million, or close to 70 percent, was
paid out under hospital insurance and $918 million under supplemen-
tary medical insurance. (See "Personal Health Care Expenditures.")

STATUS OF SOCIAL SECURITY INSURANCE TRUST FUNDS, JUNE 1980

[in millions of dollarni

Did-age and Supplementary
Item survivors Disability Honpital medical

Receipts and interest------------------------------ $6, 655 $1, 886 $3, 075 $983
Payments--------------------------------------- 9, 595 1. 218 2,050 841
A~minintrative costs--------------------------------- 84 29 38 43
Assets, end of month------------------------------ 27, 515 7, 507 14, 678 4,657

As of the beginning of 1981, both the tax rate on covered earnings
and the maximum amount of taxable wages'are increased. (See further
discussion of the social security program in chapter 3.)
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Supplemental Security Income
In 1974, the Federal supplemental security income (SSI) needs-

tested program replaced Federal-State assistance. The program sets up
Federal payments to the aged, the blind, and the disabled, based on
Federal eligibility and payment standards with automatic adjustments
for increases in the Consumer Price Index.

States are encouraged to establish State supplement programs under
their own laws and may then choose (1) to have the Federal Govern-
ment pay the Federal payment and the State supplement in a singl
check to recipients in that State and bill the State for such sup pie
mentary payments, or (2) to make State payments separately to their
own residents whether or not they receive Federal payments.

In July 1980, the Federal Government sent checks to 1,840,000
needy "aged" (65-plus) persons, totaling over $167,000,000 of Federal
payments. An estimated additional 25,000 65-plus persons qualified
for SSI as "blind" and 372,000 as "disabled"-both providing higher
payment levels than for the "aged." Thus, while there were some 3.6
u ion older persons living in households where the income was below
the poverty level in 1979, SSI payments were made to a total of 2.2
million.

In the 27 States which have arranged for the Federal Government
to administer the State supplement, the combined checks went to
some 1,205,000 65-plus persons and the State supplements totaled
$69,118,000. The combined payments averaged a low of $73.10 in
Maine to a high of $209.97 in Califorma.

In the 23 States in which the State makes its supplementary pay-
ments directly to the recipient (a separate check in addition to the
Federal payment), there were a total of 484,000 Federal recipients
but only 138,400 State supplements totaling $9,613,000, averaging
$69.45 per State recipient.

In the one State that pays no State supplement (Texas), Federal
payments went to 150,000 "aged" recipients.

Seventeen States made State payments in July 1980 to 31,400 older
persons who were not receiving Federal payments. These States paid
out $2,495,000 or an average of $79.36.

HEALTH

National Health Expenditures
(Note: Includes personal health care, prepayment and administrative

costs, governmental public health activities, and the costs of research
and construction of medical facilities.)



NATIONAL HEALTH EXPENDITURES, ALL AGES I

Calendar year

1979 1978 1965

Total:
Amount (billions of dollars)---------------------------------- 212.2 188.6 42.0
Per capita (dollars) --------------------------------------- 942.94 845.53 212.32
Percent of gross national product ------------------------------- 9.0 8.9 6.1

Private sources:
Amount (billions of dollars)---------------------------------- 120.8 108.0 31.0
Per capita (dollars) ---------------------------------------- 536.82 483.88 156.84
Percent of total --.------------------------------------------ 56.9 57.2 73.9

Public sources:
Amount (billions of dollars) ----------------------------------- 91.4 80.7 11.0
Per capita (dollars) ---------------------------------------- 406.12 361.64 55.48
Percent of total. . . ..------------------------------------------ 43.1 42.8 28.1

Type of expenditure:
Amount billions of dollars):

Personal hlith care ------------------------------------ 188.6 166.6 36.0
Prepayment and administration ----------------------------- 7.7 7.2 1.7
Government public health activities -------------------------- 6.1 5.3 0. 8
Research---------------------------------------------- 4.6 4.3 1.5
Construction of medical facilities ---------------------------- 5.3 5.2 2.0

Percent distribution:
Total------------------------------------------------ 100.0 100.0 100.0
Personal healtb care ------------------------------------ 898.9 88.3 85. 7
Prepayment and administration----------------------------- 3.6 3.8 4. 1
Government public health activities------------------------- 2.9 2.8 1.9
Research---------------------------------------------- 2.2 2.3 3.4
Construction of medical facilities ---------------------------- 2.5 2.8 4.8

Computed from data and estimates prepared by the Health Care Financing Administration.

Between the years 1965 (before medicare became effective) and
1979, the total health bill rose from $42 billion (6.1 percent of the
GNP) to $212.2 billion (9 percent of the GNP). This quintupling of
total costs in 14 years results from technological changes, very rapid
increases in prices and labor costs, the impact of the growth and
"aging" of the older population, and increased utilization made
possible by increased resources, especially through public programs.
Nursing home, hospital, and physician costs, all exceptionally impor-
tant to health care of the elderly were among the most rapidly rising
areas.
Per8onal Health Care Expenditure8

(Note: Excludes prepayment and administrative costs, cost of
research and construction of medical facilities, and governmental
public health activities such as control of contagious diseases.)

Total personal health care expenditures rose from $37.3 billion or
$188.43 per capita in 1965 to $167.9 billion or $752.98 per capita in
1978. The estimate for 1979 is $188.6 billion but age distributions
are not yet available. It is estimated that if the 1979 figure were
adjusted for price increases the 13.2 percent increase over 1978 would
be reduced to 3.6 percent.

For the 65-plus population, total health care costs came to $49.4
billion; for the under-65, it came to $118.5 billion. On a per capita
basis, however, the $2,026.19 for an older person was 3.4 times the
$596.82 for an under-65 individual. Of the $49.4 billion for older
persons, $18.2 billion or 37 percent came from private funds and
$31.2 billion or 63 percent from public programs. Of the total public
outlays, $26.8 billion or 86 percent came from Federal programs
and $4.4 billion or 14 percent from State and local programs.
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Hospital care was the largest item by far in health care of older
persons. The $21.2 billion ($868.86 per capita) for hospital payments
used 43 percent of the total expenditures. Some $18.5 billion or
almost 88 percent of these hospital payments came from public
programs (of which 93 percent were Federal funds).

The next largest expenditure for older persons, nursing home care
in 1978, came to $12.6 billion or $518.14 per capita (as compared
with $4.1 billion or $204.87 per capita in 1970). The 1978 figure
represents almost 26 percent of the total health bill for older persons,
with 46 percent paid by public agencies (of which 57 percent was
Federal money and 43 percent State and local).

The third largest expenditure, physicians' services, totaled $8.9
billion or $365.70 per capita. This was 18 percent of total expenditures
for older persons; 60 percent was paid by public programs, 97 percent
of which was Federal.

The other five categories of expenditures each accounted for less
than 7 percent of the total. Noteworthy is the fact that in four
(dentists' services, other professional services, drugs and drug sundries,
and eyeglasses and appliances) of the five categories (fifth is other
health services) private payments accounted for between 58 and 97
percent of the costs, reflecting to a very large extent the fact that
these services and supplies are not usually provided by public programs.

Data for a comparison of levels and sources of payments that
indicate the role of direct out-of-pocket, insurance, and philanthropic
sources on a per capita basis for 1966 (the year medicare became
effective) and a recent year are not yet available. The following
presents unrevised data from last year's version of "Every Ninth
American":

Third-party payments

Direct out-of- Private health Philanthropy
Age and fiscal year Total pocket Total Government insurance and industry

Amount:
Under 65:

1966 ......... $155 $79 $76 $30 $42 $3
1977 -....--.. 514 164 350 150 187 13

65-plus:
1966 --------- 445 237 209 133 71 5
1977----------- 1,745 462 1,283 1,169 101 12

Distribution (percent):
Under 65:

1966 -.--.---. 100 51.1 48.9 19.4 27.3 2.2
1977 ......... 100 31.9 68.1 29.1 36.4 2.6

65-plus:
1966 ----.---- 100 53.2 46.8 29.8 15.9 1.1
1977 ----.---- 100 26.5 73.5 67.0 5.8 .7

This comparison shows both a significant increase in utilization as
well as a doubling of health care prices, with a pronounced shift
toward third-party payment arrangements, especially through public
programs. The nominal dollar increase in out-of-pocket payments by
older persons loses significance if allowance is made for the rapid
price increases for the same amount of care plus the actual increase in
utilization.



XXIII

EXPENDITURES BY PUBLIC PROGRAMS IN PERSONAL HEALTH CARE FOR PERSONS AGED 65 AND OVER,
BY PROGRAM, 1978

(In millions of dollars)

Program Total Federal State/local

Total--..---.-------------------------------------------- 31,175 26,780 4,395

Medicare.----------.-------------------------------------------- 21, 775 21,775 0
Medicaid-------.. ---------------------------------------------- 6,611 3,684 2,927
Other medical public assistance-----------------------------------391 0 391
Veterans' Administration---------------------------------------- 1,053 1,053 0
Department of Defense.---.. -------------------------------------- 131 131
Workers compensation --------------------------------- -------- 942
State and local hospitals (net)-------- ---------------------------- 942 0 942
All other.-------------------------- - -------------- 182 136 46

Older persons comprised slightly over 11 percent of the total popula-
tion in 1978 but accounted for 29.4 percent of the personal health care
costs. Some 63 percent of the total payments for persons 65-plus came
from public programs with 91 percent coming from medicare (69.8)
and medicaid (21.2).
Health Status

In a recent household interview survey of a sample of the noninsti-
tutionalized population, over two-thirds (69 percent) of the older
persons reported their health 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.8

Counting the approximately 5 percent of older people who live in
institutions as being in poor health, a total of about a seventh (14
percent) of all older people consider themselves in poor health.

In 1979 (based on the new Ninth Revision of the International
Classification of Diseases), the most frequently reported chronic con-
ditions reported by the noninstitutionalized elderly were: Arthritis
(44 percent), hypertension (39 percent), hearmg impairment (28
percent), heart conditions (27 percent), and visual impairments and
arteriosclerosis (each about 12 percent).

In the 1979 survey, almost half (46 percent) of the 65-plus respond-
ents said they had some limitation on their "usual" activity because of
a chronic condition. About 17 percent were unable to perform their
usual activity at all, 22 percent reported limitation in the amount or
kind of usual activity, and about 7 percent were limited outside the
usual activity.

A 1977 study showed that of the over 22 million older persons not in
institutions, 2.1 percent were confined to bed, 2.6 percent needed help
to get about in the house, 6 percent needed help to get about n the
neighborhood and 8.4 percent needed help outside the neighborhood.
In terms of needing help in daily functions, 3.8 percent needed help
with bathing, 2.6 percent needed help with dressing, 0.8 percent with
eating, and 1.4 percent with toilet. (See the table below for a cross-

' Computed from published and unpublished data supplied by the National Center for Health Statistics,
based on the Household Interview Survey, the Hospital Discharge Survey, the Nursing Home (Health
Facilities) Survey, etc.
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tabulation of these two kinds of "helps" and an analysis of the differ-
ences by age groups within the 65-plus population. This is especially
significant in view of the current concern over long-term or continuing
care and the rapid growth in the oldest part of the older population,
since the need for both types of "helps" increases markedly with age.)

IMPACT OF DISABILITY RESULTING FROM CHRONIC CONDITIONS, PERSONS AGED 65 AND OVER, 1977

[Numbers in thousandsl

Nonin- Needs help
stitu-

Help needed tional Confined Outside
ou- to bed In house In neigh- neigh-
pation borhood borhood

65-plus:
Total---------------------------.

Percent-------------------...
Percent I-----------------....

Needs help:
Bathing----------------...---

Percent'-----------------
Dressing----- .------ ....- ...-

Percent'-------------..--
Eating.------------------.----

Percents......- ..------ .--
Toilet.----------------........

Percent s-------------.....
65 to 74:

Total..--------.------...........
Percent---------............
Percent '------------........

Needs help:
Bathint---------------........

Percent'-----------------
Dressing--------------------

Percent'-------------...
Eating-----------------------

Percent.-----------------
Tollet---------------------

Percent'-----------------
75 to 84:

Total----------------------------
Percent-----------------...--
Percent ---------------------

Needs help:
Bathing -------............

Percent-----------------
Dressing---------------------

Peacent'-----------------
Eating-----------------------

Percents............
Toilet..---------------------

Percent'-- - - - - - - -
85-plus:

Total----------------------------
Percent--------------------

N Percets.-.............

Percents-----------------
Dressing--------------------

Percent s _-_-_ --_ -_-_ _--..
Eating-------------.-.-.-..--

Percent'-------........--
Toilet.--------- .......- ..-.-

Percentt _-_-- _-------- _-_

22,266
100.0
100.0

853
3.8
582
2.6
186
0.8
318
1.4

14, 259
100.0
100.0

293
2.1
215
1.5
73

0.5
123
0.9

6,652
100.0
100.0

355
5. 3
238
3.6
59

0.9
105
1.6

1,355
100.0
100.0

205
15.1
129
9.5
53

3.9
91

6.7

573 1,331 1,862
2.6 6.0 8.4

100.0 100.0 100.0

494 ---------------------
77.4 ....................
371......................

64.6 ...................
150 ....................

26.1
273 ....................

47.6 ...................

202 447 649
1.4 3.1 4.6

100.0 100.0 100.0

161.... --.....................
80.0-- - - - --.....................
143.-. - - --.....................

70.8.-.........................
59 -..-.....................

29.1 ....-.....................
107 ........................ .

52.8 ....--.....................

225 554 799
3.4 8.3 12.0

100.0 100.0 100.0

166 .- ........- .-- --.-.-.---..-
73.9 ----..--.------.--..-...-.--
132 ------....-.. -----........

58.8 --------.----.-----.------.-
47 .- . ..---------------------

21.0 -... --.....................
90 ---..-...-..-----------.----

39.9 .--..-.....................

146 331 414
10.8 24.4 30.6

100.0 100.0 100.0

116 ..------- .- .- .-- ...- ...- ....
79.0 .....- .---- ..------- .- .- .---
95--......................

65.2 --........................
44 --- -- --.....................

30.0 ..--.....................
77 .--.....................

52.4 -......-----....--------..--

1 Percent of column total for this age group.

Utilization
Older people are subject to more disability, see physicians about

50 percent more often, and have about twice as many hospital stays
that last almost twice as long as is true for younger persons. Stil,
some 82 percent reported no hospitalization in the previous year.
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In 1978, the average length of stay in a short-stay hospital for
persons with one or more hospital stays was 7 days for all ages and
10.4 for those 65 and over. Averaging together those with hospital
stays and the vast majority with no stays, the average number of
hospital days was 1.9 for ages 55-64, 3.2 days for ages 65-74 and 6
days for those 75-plus. Using the same averaging approach for persons
with and without nursing home stays, a 1976 survey showed a fraction
of 1 day in a nursing home for persons aged 55-64, 4.4 days for those
aged 65-74, a jump to 21.5 days for those aged 75-84 and to 86.4 days
for the 85-plus.

Of the 1.1 million older people in nursing homes at the time of a
1977 study, 19 percent were aged 65-74, 41 percent were 75-84, and
40 percent were 85-plus-in the total older population, the comparable
percentages were 62, 29, and 9. In the nursmg home population, 74
percent were women (60 percent in the total older population), 69
percent were widowed, 14 percent were single, and 12 percent were
married; 93 percent were white. Of every 100 residents in nursing
homes, almost 40 came from their own residences (only 14 had been
living alone), 32 came from general hospitals, 13 from other nursing
homes or related facilities, and the rest (about 15) came from a variety
of mental and other health facilities.

SELECTED DATA FROM THE 1979 HOUSEHOLD SURVEY OF THE NONINSTITUTIONAL POPULATION

All ages 65-plus

Restricted-activity days per person per year. . ..------------------------------------ 19.0 41.9
Bed-disability days per person per year. ..---------------------------------------- 6.7 13.7
Number of acute conditions per person per year.---------------------------------- 2.2 1.1
Number of physician visits per person per year:

Total. . . . .. . . ..------------------------------------------------------------ 4.7 6.3
n doctor's office, clinico group practice---------------------------------- 3.2 4.6

In hospital outpatient department or emergency room------------------------ .6 .7
By telephone------------------------------------------------------- .6 .7

Interval since last physician visit (percent distribution of persons):
Less than 1 yr. . . . . . ...----------------------------------------------------- 75.1 79.8

Underl6 mo. . . . .. ..---------------------------------------------------- 58.5 69.4
6 to 11 mo.. . . . . . ..---------------------------------------------------- 16.5 10.4

1 yr-.. . .. . . . .. ..---------------------------------------------------------- 10.9 5.7
2 to 4 yr. . . . . . . ..---------------------------------------------------------- 9.3 7.8
5-plus yr. . . . . . . . ..--------------------------------------------------------- 3.5 5.9
Never-..-.-----.-.--- ..- ....- ..........-.-- .-.-.- .2 .1

Number of dntal visitsper prsonper ye uar.------------------------------------- 1.7 1.4
Interval since last dentsl visit (percen distribution of persons):

Less than 1 yr.. . . . . . ..----------------------------------------------------- 50.2 32.8
Under 6 mo. . . . . . ..---------------------------------------------------- 35.6 24.4
6 to 11 mo. . . . . . ..----------------------------------------------------- 14.5 & 4

l yr ---------------------------------------------------------------- 13.1 7.6
2 to 4yr ------------------------------------------------------------- 12.7 13.7
5-plus yr. . . . .. . . ..--------------------------------------------------------- 13.6 43.7
Never. . . . . . . . ..----------------------------------------------------------- 9.1 .7

Short-stay hospital discharges per 100 persons per year----------------------------- 13.9 27.0
Average length of stay (days). . . ..----------------------------------------------- 7.8 10.8
Number of hospital episodes per year (percent distribution of persons):

None. . . . . . . . . ..----------------------------------------------------------- 89.7 81.8
1 episode .. . . .. . ..--------------------------------------------------------- 8.5 13.92 episodes -------------------------------------------------------- 1. .lso epsodes -------------------------------------------------------- .:5 1.3

Average length of stay for persons with hospital stays by number of episodes:
Total all episodes --------------------------------------------------- 9.6 14.3

de episode ------------------------------------------------------ 
6.6 10. 12pn pisodes----------------------------------------------------- 1752.

1 episode ................- ..- ..----- ..-.- ..------...-.-.---.-.--... . 37.6 40.4

Death Rate8
Death rates for every age group and both sexes have been declining

since 1950 except for 15 to 24-year-old males.' Between 1977 and 1978,

Computed from mcrtality data prepared by the Vital Statisics Division of the National Center for
Health Statistics and based on the death certificate reporting system.
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death rates declined except for males aged 1-4, females aged 5-9, and
both males and females aged 15-24 and 75-84.

In the period between 1965 and 1978, annual death rates for older
persons dropped about 12 percent from 6 per 100 to 5.3 per 100. Within
the older population, the rate for persons 65-74 dropped 19 percent
from 3.7 to 3.1 per 100, the rate for those75-84 declined 14 percent from
8.4 to 7.2 per 100, while the rate for the 85-plus dropped 27 percent
from 20.1 to 14.7 per 100.

The rate for deaths of older persons from heart disease dropped 18
percent, from 2.8 to 2.3 per 100. The death rate from stroke fell 33
percent, from 0.9 to 0.6 per 100 but the rate for deaths from cancer
increased 11 percent, from 0.9 to 1. These declines in death rates ac-
celerated the more recent increases in life expectancy in the upper ages.

Heart disease, stroke, and cancer accounted for three-quarters of the
deaths of older persons in 1978 as they did in 1965. The following table
analyzes the number and proportion of deaths accounted for by the
major causes of death in 1978 for all ages and for 10-year age groupings
in the middle and upper age groups. Particularly noteworthy are the
increasing proportions of deaths from heart disease and stroke with
advancing age (also true at a lower level for influenza and pneumonia)
but the sharp drop in the proportion of deaths caused by cancer. While
accidental deaths have traditionally been most prevalent among the
younger, the more recent increase in suicides among the very young
have overshadowed the situation for the aged.

SELECTED MAJOR CAUSES OF DEATH IN 1978, ALL AGES AND AGE GROUPS OVER 45

Number (thousands) Percent distribution'

All 45- 55- 65- 75- All
Cause ages 54 64 74 84 85+ ages 45-54 55-64 65-74 75-84 85+

All causes------------- 1,928 141 293 452 497 324 100.0 100.0 100.0 100.0 100.0 100.0
Major cardiovascular dis-

eases (tota 1)----------- 966 51 128 233 304 227 50. 1 36.6 43.9 51.5 61. 1 70.0
Diseases of the heart.. 730 44 108 184 221 156 37.8 30.9 36.8 40.7 44.4 48.2
Cerebro vascular dis-

eases.----------- 176 6 15 36 63 50 9.1 4.5 5.2 8.0 12.7 15.5
Arteriosclerosis------- 29 (2) 1 4 10 14 1.5 .2 .3 .8 2.0 4.3
Other--------------- 32 1 4 9 10 6 1.7 1.0 1.6 2.0 2.0 2.0

Malignant neoplasms.----- 397 43 91 120 90 32 20.6 30.2 31.2 26.4 18.0 9.9
Influenza and pneumonia.. 58 2 5 10 18 19 3.0 1.6 1. 7 2.2 3.6 5.7
Diabetes mellitus--------- 34 2 6 10 10 5 1.8 1.6 1.9 2.1 2.0 1.4
Accidents--------------- 106 9 10 9 9 6 5.5 6.5 3.3 2.0 1.8 1.9
Suicides ----------------- 27 4 4 3 2 (2) 1.4 2.8 1.3 .6 .3 .1
All other---------------- 340 29 49 69 65 36 17.6 20.7 16.7 15.2 13.2 11.0

I Computed from numbers before rounding to nearest thousand.
Less than 500.

HOUSING

The 1976 annual housing survey showed 14.8 million elderly house-
holds (households with heads aged 65-plus) and they constituted 20
percent of the total 74.1 million households in the United States.20

1o Basic data from special analyses of the Annual Housing Survey of the Department of Housing and Ur-
ban Development, from research organization retabulation of the survey data, and from selected adminis-
trative summaries of program activities.



XXVII

Broad measures of housing conditions showed many similarities
between the elderly and the younger households but there were differ-
ences in many of the details arising from the somewhat lower
proportion of the elderly living in metropolitan areas, their concentra-
tion in the inner city, their generally lower income level, the greater
age of their homes and the accompanying maintenance problems and
costs, the presence of excess space as maturing family members leave
their parents' homes, etc. In general, about 90 percent of housing was
evaluated as "adequate."

The traditional rule of thumb is that housing should not cost more
than 25 percent of income. In the 1976 survey, it was found that 80.3
percent of all households and only 58.7 percent of elderly households
could "afford" adequate housing if they spent under 25 percent of
their income. For owners, the percentages were 84.3 percent for all and
62.2 percent for the elderly; for renters, 72.8 and 50.1 percent. In fact,
in 1976, 32 percent of all households spent more than 25 percent of their
income for housing while 35 percent of the elderly did so-65 percent
of renters and 23 percent of owners.

Homeownership is more prevalent among the aged than the younger
households (70.6 versus 63.3 percent) and an estimated 84 percent of
the elderly had paid off their mortgages completely.

The elderly tend to live in much older structures than do younger
families. Almost 60 percent of the elderly households live in structures
built before 1950 as compared with 40 percent for the younger.
Prewar housing is occupied by 47.1 percent of the older households
and only 30.2 percent of the younger.

While the totals for flawed or inadequate housing were rather
similar (about 10 percent in each case), older households had more
problems with plumbing, kitchens, and sewage, while the younger

ad more problems with maintenance and toilet access (the latter
because of the presence of children under 18).

As expected, household income, value of owned home, and monthly
rental are considerably larger for all households than for the older
households; moreover, it must be remembered that some other costs,
like food and health care, absorb larger proportions of the incomes of
older households.

While older households, like all households, have about one chance
in ten of being inadequately housed, black and Hispanic families
have only one chance in five of enjoying adequate housing. In the
worst case, a poor Hispanic man aged 65-plus and living alone has
less than one chance in two (a probability of 0.56 as compared with
0.43 for a poor elderly black man).
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COMPARISON OF CHARACTERISTICS OF HOUSEHOLDS WITH UNDER-65 AND 65-PLUS HEADS, 1976

[Percent distributions]

Heads Heads Heads Heads
Characteristic under 65 65-plus Characteristic under 65 65-plus

Total households.---------------- 100.0 100.0 Total households ---------------- 100.0 100.0
Tenure: Type of heating equipment:

Homeowner ----------------- 63.3 70.6 Central-------------------- 54.6 43.5
Cash rent--------------- -- 34.5 26.4 Steam..., -------------- -- 17.8 20.6
No cash rent ----------------- 2.2 3.0 Electric.------------------- 6.6 6.0

Year structure built: Floor, wall ------------------- 8.5 9.4
After March 1970------------- 17.5 7.7 Room heater ----------------- 5.4 9.5
1965 to 70 ------------------ 13.1 8.9 Otherlinadequate------------- 7.1 11.0
1960 to 64 ------------------ 11.1 7.5 Air-conditioning ----------------- 53.8 46.6
1950 to 59 ------------------ 18.4 16.2 Alterations during year ($100 plus).. 10.5 4.7
1940 to 49 ------------------- 9.6 12.6 Water source:
1939 or earlier--------------- 30.2 47.1 Public or private -------------- 83.5 83.5

Units in structure: Individual well --------------- 15.0 14.8
1.---.----.-----.---------- 68.7 67.1 Other ---------------------- 1.5 1.7
2 to4 --------------------- 12.4 12.8 Electricity:
5 or more ------------------ 13.9 15.1 Yes----------.. ------------ 99.8 99.8

Mobile home -------------------- 5.0 4.9 No ------------- .2 .2
Hotel or rooming house------------- .3 .5 Type of sewage disposal:
Number of bathrooms: Public sewer ----------- -. 73.1 73.2

None or shared --------------- 2.1 4.6 Septic tank/cesspool---------- 25.9 24.4
1 but separated -------------- . .6 Chemical toilet. .....---------------------------
1 ------------------------ 58.9 70.1 Privy ----------------------- .9 2.0
1.5 ----------------------- 14.9 11.9 Other ---------------------- .1 .4
2 ------------------------ 16.7 10.2
3 or more ------------------- 7.1 2.6

CHARACTERISTICS OF HOUSEHOLDS WITH 65-PLUS HEADS, 1976

Number (thousands) Percent distribution Percent of total

Non- Non- Non-
Metro- metro- Metro- metro- Metro- metro-
politan politan politan politan politan politan

Characteristic Total area area Total area area area area

Total households----------- 14,827 9,301 5,525 100.0 100.0 100.0 62.7 37.3

Tenure:
Homeowner.----------- 10,469 6,118 4,352 70.6 65.8 78.8 58.4 41.6
Cash rent.------------- 3, 913 2, 990 923 26.4 32. 1 16. 7 76.4 23.6
No cash rent----------- 445 194 251 3.0 2.1 4.5 43.6 56.4

Year structure built:
After March 1970------- 1,142 721 421 7. 7 7. 8 7. 6 63. 1 36.9
1965-70.--------------- 1,318 820 498 8.9 8.8 9.0 62.2 37.8
1960-64 ..--------------- 1,109 708 401 7.5 7.6 7.2 63.8 36.2
1950-59---------------2,399 1,583 815 16.2 17.0 14.8 66.0 34.0
1940-49.--------------- 1,876 1,224 653 12.6 13.2 11.8 65.2 34.8
1939 or earlier----------6,983 4,245 2,737 47.1 45.6 49.5 60.8 39.2

Units in structure:
1. ..------------------- 9,951 5,431 4,519 67.1 5& 4 81.8 54.6 45.4
2 to 4 ---------------- 1, 905 1 441 464 12.8 15.5 8.4 75.6 24.4
5 or more.------------- 2,243 2:027 216 15.1 21.8 3.9 90.4 9.6

Mobile home--------------- 729 402 327 4.9 4.3 5.9 55.1 44.2
Hotel or rooming house 76 59 17 .5 .6 .3 77.6 22.4
Number of bathrooms:

None or shared--------- 680 221 459 4.6 2.4 8.3 32.5 67.5
1 bath but separated.... 93 76 18 .6 .8 .3 81.7 19.3
1. ..------------------ 10,390 6,532 3,859 70.1 70.2 69.8 62.9 37.1
1.5 .------------------ 1, 760 1,123 637 11.9 12.1 11.5 63.8 36.2
2 - ..------------------- 1, 511 1,060 451 10.2 11.4 8.2 70.2 29.8
3ormore -------------- 392 290 102 2.6 3.1 1.8 74.0 26.0
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CHARACTERISTICS OF HOUSEHOLDS WITH 65-PLUS HEADS, 1976-Continued

Number (thousands) Percent distribution Percent of total

Non- Non- Non-
Metro- metro- Metro- metro- Metro- metro-
politan politan politan politan politan politan

Characteristic Total area area Total area area area area

Type of heating equipment:
Central---------------6,450 4,155 2,295 43.5 44.7 41.5 64.4 35.6
Steam----------------3,063 2,554 509 20.6 27.4 9.2 83.4 16.6
Electric---------------- 890 523 368 6.0 5.6 6.7 588 41.2
Floor, wall-------------- 1,394 874 520 9.4 9.4 9.4 62.7 37.3
Room heater ------------ 1,405 578 827 9.5 6.2 15.0 41.1 58.9
Other/inadequate------- 1,625 618 1,007 11.0 6.6 18.2 30 62.0

Air-conditioning------------6,914 4,565 2,349 46.6 49.1 42.5 66.0 34.0
Alterations during year ($100

plus).------------------- 699 441 258 4.7 4.7 4.7 63.1 36.9
Water source:

Public or private---.-.. 12,385 8,612 3,773 83.5 92.6 68.3 69.5 30.5
Individual well----------2,188 644 1,544 14.8 6.9 27.9 29.4 70.6
Other------------------ 253 45 209 1.7 .5 3.8 17.7 82.3

Electricity:
Yes..----------------- 14,795 9,291 5,505 99.8 99.9 99.6 62.8 37.2
No-------------------- 31 10 21 .2 .1 .4 32.3 67.7

Type of sewage disposal:
Public sewer ----------- 10,848 7,935 2,913 73.2 85.3 52.7 73.1 26.9
Septic tank/cesspool..... 3,622 1,302 2,319 24.4 14.0 42.0 36.0 64.0
Chemical toilet ----------- 7 4 3------
Privy------------------ 294 45 249
Other ------------------ 57 15 42 7.2 .8 26.3 73.7

HOUSEHOLD INCOME, VALUE OF HOME, AND MONTHLY RENTAL, 1977

INumbers in thousands]

Owner occupied Renter occupied

All ages 65-plus All ages 65-plus

Type of household Number Median Number Median Number Median Numbe r Median

Household Income

All households ------------- 48,765 $16,000 ------------------------------------------------
2-plus pro households -- 42,088 17,600 ------------------- 17,:395 $10,000...............---

Hus -wife----------36,274 18,500 5,551 $9,200 1748 12, 100 1,119 $7,100
Other male head--------61,775 15,400 390 ,700 1,943 9,300 97 6,500
Femalehead4-----------4,039 10,100 952 7,46 4,705 54800 384 5,000

1-person household --------- 6,677 5,8 63 3------------------9,119 6,3009..........
Male head----- -1,988 9, 748 5,100 4,08 8,600 724 4,100
Female 4,689 900 2,989 4,300 5,071 4,90 2,080 3,700

Value of home Mont~y rental

All households ------------- 38,754 $36,900 -------------------- -----------------------
2-plus person households---- 34,058 3 0------------------16,806 $197................--

Husband-wife----------29,459 39100 4,013 $32,500 10,239 201 1,069 $178
Other male head--------1,344 3,400 301 28,900 1,908 217 92 154
Female head-----------3,254 30, 560 739 26,200 4,608 184 374 149

1-person household--------- 4,696 27,100------------------9,010 10..............
Male head-------------- 1,321 28,500 528 24,000 3,967 159 698 98
Female head ----------- 3,375 26,700 2,160 25,700 5,043 160 2,063 153
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LIFE EXPECTANCY

Life expectancy (average remaining years of life) reached new highs
for the United States. The total for both sexes combined was 73.3
years but the 77.2 years for females was 7.7 years longer than the
69.5 for males."

At age 65, the combined expectancy was 16.3 years with the 18.4
years for women exceeding by 4.4 years the remaining years for men, 14.

The 26-year or 55-percent increase in life expectancy at birth since
1900 (when it was 47.3) results to a large extent from the wiping out
of most of the killers of infants and of the young. Only since midcentury
has life expectancy in the upper ages begun to improve as death rates
from the killers of older persons, chronic conditions and diseases,
began to decrease. Thus, during the first half of this century, growing
numbers of persons reached older ages but once there, did not live
much longer than did their ancestors who reached such age. Since the
1950's, life expectancy at the upper ages has also increased and current
decreases in death rates from cardiovascular conditions portend
further added years of life.

The gap between whites and "others" (primarily black) in life ex-
pectancy at birth has narrowed in recent decades. Also, for those who
do reach advanced age, about at the age of 70, life expectancy is
slightly higher for those in the category "others" than for whites.

The tables below analyze in detail the changes in life expectancy by
sex and color at selected ages for selected years between 1900 and 1980,
the translation of these trends into estimates of the number of babies
born in 1900 and 1978 expected to reach selected ages (for example,
about 40 percent of babies born in 1900 were expected to reach age
65 as compared with 76 percent for 1978), and a listing of the 25
countries having the highest male and female life expectancies as
reported by the United Nations.

1I Computed from basic data on mortality and life expectancy published by the Vital Statistics Division
of the National Center for Health Statistics. Simulated projections prepared by the author.
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LIFE EXPECTANCY (AVERAGE REMAINING YEARS OF LIFE) AT SELECTED AGES, 1900-78

Total White Other

Age and year Total Male Female Total Male Female Total Male Female

At birth:
1900.. ..---------------------- 47.3 46.3 48.3 47.6 46.6 48.7 33.0 32.5 33.5
1910. ..---------------------- 50.0 48.4 51.8 50.3 48.6 52.0 35.6 33.8 37.5
1920.-.---------------------- 54.1 53.6 54.6 54.9 54.4 55.6 45.3 45.5 45.2
1930.. .. ..--------------------- 59.7 58.1 61.6 61.4 59.7 63.5 48.1 47.3 49.2
1940. ...---------------------- 62.9 60.8 65.2 64.2 62.1 66.6 53.1 51.5 54.9
1950.. ...---------------------- 68.2 65.6 71. 1 69. 1 66. 5 72. 2 60.8 59. 1 62.9
1960 . . ..---------------------- 69.7 66.6 73.1 70.6 67.4 74.1 63.6 61.1 66.3
1970..- ..---------------------- 70.9 67.1 74.8 71.7 68.0 75.6 65.3 61.3 69.4
1978 ---------------------- 73.3 69.5 77.2 74.0 70.2 77.8 69.2 65.0 73.6

I ncrease 1900--78:
Years----------------- 26.0 23.2 28.9 26.4 21.6 29.1 36.2 32.5 40.1
Percent ..-------------- 55.0 50.1 59.8 55.5 44.4 59.8 109.7 100.0 119.7

At age 20:
1900----------------------------------------------- 42.2 43.8 -------- 35.1 36.9
1920---- ------------------------------------------ 45.6 46.5 -------- 38.4 37.2
1940.------ --- -------------------------------------- 47.8 51.4 -------- 39.7 42.1
1960...---------------------------------------- 50.3 56.3 -------- 45.8 50.1
1978--.--.-----...--.---- -55.0 51.4 58.7 55.5 52.0 59.1 51.5 47.4 55.6

Increase 1900-78:
Years------ ------------------------------------ 9.8 15.3 -------- 12.3 18.7
Percent-------------------------------------- 23.2 34.9-------- 35.0 50.7

Ata. . . . . . 24.2 25.5-.---..-.20.1 21.4

1920. ---------------------------------------------- 26.0 27.0--------- 23.6 22.6
1940...-------------- -------------------------------- 25.9 28.9 -------- 22.0 24.0
1960 ---------------------------------------------- 27.3 32.5 -------- 24.9 28.1
1978. ..---------------------- 31.9 28.8 34.9 32.2 29.1 35.2 29.6 26.5 32.7

Increase 1900-78:
Years.. .. . . ...---------------------------------------- 4.9 9.7 -------- 6.4 11.3
Percent -------------------------------------- 20.2 38.0 -------- 31.8 52.8

At age 65:
1900 ---------------------------------------------- 11.5 12.2 -------- 10.4 11.4
1920-------.---- -------------------------------------- 12.2 12.8 -------- 12.1 12.4
1940 -.-....--.---------------------------------------------- 12.1 13.6 -------- 12.2 14.0
1960 ---.---...---------------------------------------------- 13.0 15.9 -------- 12.8 15.1
1978. . . ..---------------------- 16.3 14.0 18.4 16.4 14.0 18.4 16.1 14.1 18.0

Increase 1900-78:
Yeals. . . ..---------------------------------------- 2.5 6.2 -------- 3.7 6.6
Percent.......-------------------------------------- 21.7 50.8 -------- 35.6 57.9

At age 75:
1900 ...--.....----------------------------------------------- 6.8 7.3 -------- 6.6 7.9
1920 --------------------------------------------------------- 7.3 7.6 -------- 7.6 8.4
1940 ... .. ......----------------------------------------------- 7.2 7.9 -------- 8.1 9.8
1960 -..-. . ... ..----------------------------------------------- 7.9 9.3 -------- 8.9 10.1
1978-c.-.-.-------- ----------- 10.4 8.7 11.5 10.3 8.6 11.5 11.2 9.8 12.5

Increase 1900-78:
Years-------.---------------------------------------- 1.8 4.2 -------- 3.2 4.6
Percent. ..-.. ..-------------------------------------- 26.5 57.5 -------- 48.5 58.2

At age 85:
1900 .. . ..-..--..----------------------------------------------- 3.8 4.1 -------- 4.0 5.1
1920 --------------------------------------------------------- 4.1 4.2 -------- 4.5 5.2
1940... . . . .....----------------------------------------------- 4.0 4.3 -------- 5.1 6.4
1960 ..-. . . . ...----------------------------------------------- 4.3 4.7 -------- 5.1 5.4
1978 ------------------------- 6.4 5.5 6.9 6.2 5.3 6.7 9.0 7.8 9.9

Increase 1900-78:
Years -.-.-.---------------------------------------- 1.5 2.6 -------- 3.8 4.8
Percent .....-------------------------------------- 39.5 63.4 -------- 95.0 94.1



PERCENT OF BABIES BORN IN 1900 AND IN 1978 EXPECTED TO SURVIVE TO SELECTED AGES

Total White Other

Total Male Female Total Male Female Total Male Female

To age 20:
gsoo---------------------------------------------- 76. 4

1978 .---------------------- 97.5 97.1 98.0 97.7 97.3
Ratio 1978/1900 ------------------------------------ 1.3

To age 45:
1900 --------------------------------------------------- 61.4
1978 ---------------------- 93.3 91.3 95.3 94.0 92.2

Ratio 1978/1900..--------------------------------------- 1.5
To age 65:

190--------------------------------39.2
1978----------- - -7. 69.3 82.6 77.5 71.0

Ratio 1978/1900 :::: :------------------------------------1. 8
To age 75:

1600---------------------------------------------------- 21.4
1978------------------------- 55.4 44.7 66.1 57.0 46.2

Ratio 1978/1900---------------------------------------- 2.2
To are 85:

1600---------------------------------------------------- 5.3
1978------------------------- 25.9 16.5 35.5 26.6 16.8

Ratio 1978/1900---------------------------------------- 3.2

79.0 --------- 56.7 59.1
98.2 96.6 96.1 91.2

1.2 -------- 1.7 1.6

64.7 --------- 39.2 42.3
95.8 89.0 85.3 92.4

1. 5 -------- 2.2 2. 2

43.8 -------- 19.0 22.0
83.9 65.0 56.4 73.4

1.9 -------- 3.0 3.3

25.4 --------- 8.9 i1.l
67.8 44.0 34.4 53.9
2.7 -------- 3.9 4.9

7.1 -------- 2.0 3.6
36.6 20.5 13.8 27.9
5.2 -------- 6.9 7.8

LIFE EXPECTANCY AT BIRTH, SELECTED COUNTRIES

[1977 United Nations Demographic Yearbooki

Males Females

Rank Country Date Years Country Date Years Rank

1 Japan -------------------- 1976 72.15 Norway..--------------- 1975-76 78.12 1
2 Sweden ----------------- 1972-76 72.10 Sweden. ..--------------- 1972-76 77.75 2
3 horway ----------------- 1975-76 71.85 Japan ------------------ 1976 77.35 3
4 Netherlands -------------- 1971-75 71.2 Netherlands.------------ 1971-75 77.2 4
5 Denmark ------------------ 1975-76 71.1 France ------------------ 1974 76.9 5

6 Israel -------------------- 1975 70.3 Denmark --------------- 1975-76 76.8 6
7 Switzerland -------------- 1968-73 70.29 United States------------- 1975 76.5 7
8 Spain --------------------- 1970 69.69 Canada ..--------------- 1970-72 76.36 8
9 Eniland and Wales--------- 1974-76 69.62 Switzerland ------------- 1968-73 76.22 9

10 Canada -.----------------- 1970-72 69.34 Finland.----------------- 1975 75.93 10

11 France -------------------- 1974 69.0 England and Wales---.---- 1974-76 75.82 11
12 Italy ------------------- 1970-72 68.97 Austria ----------------- 1976 75.05 12
13 Germany, Democratic Republic- 196-70 68.85 Spain------------------1970 74.96 13
14 Ireland ------------------ 1970-72 68.77 Italy__:---------------- 1970-72 74.88 14
15 United States --------------- 1975 68.7 Germany, Federal Republic- 1974-76 74.81 15

16 Bulgaria. ..----------------- 1969-71 68.58 New Zealand ----------- 1970-72 74.60 16
17 New Zealand -------------- 1970-72 68.55 Poland ------------------ 1976 74.55 17
18 Cuba --------------------- 1970 68.5 Belgium --------------- 1968-72 74.21 18
19 Germany, Federal Republic.... 1974-76 68.30 Germany, Democratic Re- 1969-70 74.19 19

public.
20 Austria ------------------- 1976 68.07 Australia-.-------------- 1965-67 74.15 20

21 Belgium. .----------------- 1968-72 67.79 U.S.S.R --------------- 1971-72 74.0 21
22 Australia -.---------------- 1965-67 67.63 Israel ------------------- 1975 73.9 22
23 Greece ------------------ 1960-62 67.46 Bulgaria --------------- 1969-71 73.86 23
24 Finland ------------------- 1975 67.38 Czechoslovakia ------------ 1977 73.6 24
25 Romania. ...---------------- 1974-76 67.37 Ireland ..--------------- 1970-72 73.52 25

73-264 0 - 81 - 3

Age and year
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SEX RATIOS

As a result of the yet unexplained longer (and increasing) life ex-
pectancy for females as compared to males, most older persons are
women-14.8 million women and 10 million men in mid-1980. Death
rates are higher for males than for females at every age (including the
fetus) so that although there are a pproximately 105 boy babies born
for every 100 girl babies, the numbers at the same age even out by
the end of the teens and then females outnumber males in ever larger
numbers thereafter.

For the total 65-plus population, there are 147 women per 100 men.
In the 65-74 age group, the ratio is 131, rising to 178 women per 100
men for those 75 and over. For the 85-plus group, there are 224 women
per 100 men. 12 (See "Marital Status" and "Projections" below.)

MARITAL STATUS

In 1979, most older men were married (7.4 million or 77 percent)
but most older women were widows (7.1 million or 52 percent). There
are 5.3 times as many older widows as there are widowers. Among the
75-plus women, almost 70 percent were widows. About 35 percent of
the married 65-plus men have under-65 wives.

MARITAL STATUS, BY SEX AND AGE GROUP, 1979

Numbers (thousands) Percent distribution

Sex and marital status 45-54 55-64 65-74 75+ 45-54 55-64 65-74 75+

Male: Total -------------- 11,036 9,744 6,385 3,163 100.0 100.0 100.0 100.0
Married ------------------ 9,447 8,449 5,188 2,178 85.6 86.7 81.3 68.9
Not married -- ------------- 1,589 1,295 1,197 985 14.4 13.3 18.7 31.1

Sinle ---------------- 761 510 358 154 6.9 5.2 5.6 4.9
Wiewed--------------- 194 328 591 759 1.8 3.4 9.2 24.0
Divorced --------------- 633 458 248 71 5.7 4.7 3.9 2.2

Female: Total ------------- 11,790 10,887 8,382 5,245 100.0 100.0 100.0 100.0
Married ------------------ 9,402 7,629 4,090 1,150 79.7 70.1 48.8 21.9
Not married --------------- 2, 388 3,258 4,292 4,095 20.3 29.9 51.2 78.1

Sinle- - - 520 504 504 324 4.4 4.6 6.0 6. 2
Wi owed --------------- 895 2,045 3,454 3,656 7.6 18 8 41.2 69.7
Divorced--------------- 972 709 335 113 8.2 6. 5 4.0 2.2

Ratio:' Total --------------- 107 112 131 166 ----- --.---..-------------------------
Married ------------------- 100 90 79 53 ------------------------------------
Not married ---------------- 150 252 359 416 -..----.--------------------------------

Sinle _ _-- ------------- 68 99 141 210 ----------------------------------------
Wi owed--------------- 461 623 584 482 ----------------------------------------
Divorced --------------- 154 155 135 159 -----.----.-----------------------------

I Never married.
'Number of women per 100 men.

1 Computed from estimates prepared by the Census Bureau based on the 1970 census enumeration and
the monthly Current Population Surveys thereafter.
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The impact of differential life expectancies by sex may be illustrated
by a theoretic application of life expectancies in 1978 to an assumed
100 marriages in 1980 where all grooms are aged 25 and all brides
are aged 20, as follows:

Number expected
Age to reach this age Widows

Year Husband Wife Husband Wife Number Percent

1980------------------- 25 20 100 100 0 0
1985------------------- 30 25 99 100 1 1
1990------------------- 35 30 98 99 1 1
1995-------- ----------- 40 35 97 99 2 2
2000.------------------- 45 40 95 98 3 3

2005...------------------- 50 45 92 97 5 5
2010 ------------------- 55 50 88 96 8 8
2015--------- ---------- 60 55 81 93 12 13
2020-------- ----------- 65 60 72 90 18 20
2025------------------- 70 65 61 84 23 27

2030-------------------- 75 70 47 77 30 39
2035------------------- 80 75 31 67 36 53
2040. ------------------- 85 80 17 53 36 68
2045. ------------------- 90 85 7 36 ? 7

Note: In order to illustrate an extreme case, it was assumed that the male deaths were all among the married men with
a spouse present while all of the female deaths were among the already widowed.

In 1978, there were approximately 2.3 million marriages of persons
of all ages. The rate (number per 1,000 in the specific group who are
theoretically eligible to marry) was 53.3 for females and 64.9 for
males. As can be seen in the table below, the 2.3 million marriages
included 19,800 65-plus brides and 37,600 65-plus grooms. The mar-
riage rate for older grooms was almost 7 times that of the older brides
(13.2 versus 2), partly because there are fewer males in these age
groups and partly because men usually marry women younger than
themselves. Approximately three-quarters of the older brides and
grooms were previously widowed.

MARRIAGES OF PERSONS AGED 65 AND OVER IN 19781

Brides Grooms

Previous marital status Number Rate Number Rate

All marriages.------------------------------------ 19.8 2.0 37.6 13.2
First marriages .----------------------------------- 1. 1 1.0 1.9 2.5
Remarriages aro------------------------------------ 18.7 2. 1 35.7 16.8

Previously widowed----------------------------- 15.5 1.8 27.3 15.6
Previsusly divorced ----------------------------- 3.2 6.4 8.4 20.8

' Numbers in thousands. Rate is ,number per 1,000 in the specific group who are theoretically eligible.
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EDUCATIONAL ATTAINMENT

In 1979, about half of all older Americans had less than a 10th
grade education; the median for the 25-64 age group was high school
graduation. About 2.1 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.
The increasing educational attainment of the older population (an
increase of more than a year of schooling in the median since 1970)
results from a classic example of a cohort effect rather than the aging
process; in the past, each succeeding generation has been given the
opportunity to receive more schooling than did its predecessor-as
each cohort with more years of schooling reaches age 65 and the
oldest cohort with less schooling dies off, the median increases.

LIVING ARRANGEMENTS

In 1979, more than 8 of every 10 older men but less than 6 of every
10 older women lived in family settings. The others lived alone or with
nonrelatives except for the one in twenty who lived in an institution
(a figure that jumps to one in five in the 85-plus age group).

About three-quarters of the older men lived in families that included
the wife but only slightly more than a third of the older women lived
in families that included the husband. Four of every 10 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 1979, a smaller proportion of the older noninstitutionalized
population lived in metropolitan areas than was true of the younger
(63 versus 68 percent) but in a reversal of the previous pattern, more
than half of the older people in metropolitan areas lived in the suburbs
rather than the central city, primarily because of the shift in the
larger metropolitan areas (over 1 million inhabitants). The preponder-
ance of suburbanites among the under-65 population increased sub-
stantially so that 60 percent of the under-65 residents of metropolitan
areas lived outside the central city.
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Proportionately more older than younger people lived in non-
metropolitan areas with the largest concentrations in the smaller
areas (containing no county with more than 2,500 inhabitants).

As may be seen from the summary table just below, the last column
(Ratio) shows that the changes between 1970 and 1979 involve the
growth of the older population in the metropolitan area suburbs
("the aging of the suburbs"), especially in the larger areas. Although
the older population in the nonmetropolitan areas also increased, the
major patterns remained approximately the same.

The above analysis is based on the total population (see first table
after the summary, part A). Patterns for the white elderly and the
black elderly are, however, fundamentally different and are analyzed
separately m parts B and C. In essence, the analysis shows that
blacks of all ages are more concentrated in metropolitan areas than
are whites and that better than three-quarters of the older blacks in
metropolitan areas live in the central city.

DISTRIBUTION OF POPULATION BY METROPOLITAN/NONMETROPOLITAN RESIDENCE, BY AGE GROUPS,
1970 AND 1979

1970 1979 Index'

Under 65- Under 65-
Residential category 65 plus 65 plus 1970 1979 Ratio2

Total -..------------------------------- 100.0 100.0 100.0 100.0 100 100 100

Metropolitan areas ------------------------------ 69 . 1 64.2 68.1 63.4 93 93 100
In central cities ----------------------------- 31.1 34.5 27.8 30.5 111 110 99
Outside central cities ----------------------- 37.9 29.7 40.3 33.0 78 82 105
Metropolitan areas of:

1,000,000-plus:
In central cities --------------------- 16.9 19.8 14.6 16.2 117 111 95
Outside central cities ----------------- 23.1 18.1 24.0 19.8 78 83 106

Less than 1,000,000:
In central cities --------------------- 13.1 14.7 13.2 14.3 112 108 96
Outside central cities ----------------- 14.8 11.5 16.3 13.2 78 81 104

Nonmetropolitan area------------------------ - 30.9 35.8 31.9 36.6 116 115 99
In counties with no p lace of 2,500-plus ------------ 3.5 4.7 4.0 5.0 134 125 93
In counties with a place of 2,500 to 24,999--------- 19.5 23.3 20.0 23.3 119 117 98
In counties with a place of 25,000-plus ------------ 7.9 7.8 7.9 8.4 99 106 107
In counties designated metropolitan since 1970.- 4.2 4.4 4.5 5.0 105 111 106

1Index equals proportion of 65-plus divided by proportion under 65 times 100.
2 Ratio equals index for 1979 divided by index for 1970 times 100.
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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.13 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 older women voted, but the women
voters still outnumbered the men. Voter participation falls off sharply
after age 75.

In Ihe 1978 congressional election, when, as usual, there is smaller
total voter turnout, older people still made up 15 percent of the voting
age population but cast 18 percent of the votes. Some 56 percent of the
older population voted, a much higher proportion than the under-35
and about the same as the 35-64 group.

The two detailed tables below analyze registration and voting be-
havior in the 1980 Presidential election by age groups in the population.
While the long-term trend toward lower turnouts for voting in both
Presidential and congressional elections continued, the relative pat-
terns by age group remained about the same. Highest percentage voting
remains with the middle-aged population, followed by the 65-74
group, a falling off in the 75-plus, and a low turnout for the young
adults. Whites voted in greater proportions than did the blacks who,
in turn, voted in larger proportions than did the Hispanics. Persons
aged 65-plus made up 15.4 percent of the voting-age population but
cast 16.8 percent of the votes. Older men had better voting records than
older women but the larger number of women still meant more female
votes (8.7 million versus 7 million). Older whites voted in considerably
greater proportions than did blacks or Hispanics. Data for other
minorities is not available.

is Computed from data published by the Census Bureau as a result of a supplementary question on the
Novem ber 1976, 1978, and 1980, Current Population Surveys.
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COMPARISON OF DISTRIBUTION OF POPULATION AND OF VOTERS, BY AGE GROUP, NOVEMBER 1980

[Civilian, noninstitutional population]

65-plus

18-plus 18-44 45-64 Total 65-74 75-plus

Per- Per- Per- Per- Per- Per-
Status sons Voters sons Voters sons Voters sons Voters sons Voters sons Voters

All races,bothsexes-.- 100.0 100.0 56.9 50.7 27.7 32.5 15.4 16.8 9.8 11.4 5.6 5.4
Male ----------- 100.0 100.0 58.5 50.8 28.1 33.3 13.4 16.0 9.0 11.1 4.4 4.9
Female---------- 100.0 100 0 55.5 50.6 27.4 31.7 17.1 17.7 10.4 11.7 6.7 6.0

White--------------.. . 100.0 100.0 56.1 50.3 28.1 32.6 15.8 17.1 10.0 11.5 5.8 5.6
Black -------------- -100.0 100.0 62.3 54.7 25.3 30.7 12.4 14.6 8.2 10.6 4.2 4.0
Spanishorigin I_-___-_ 100.0 100.0 71.5 60.7 21.9 31.3 6.6 8.0 4.3 5.7 2.3 2.3
All races, both sexes.-.100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Male ------------ 47.2 47.0 48.5 47.1 47.8 48.2 41.2 44.5 43.6 45.7 37.0 42.2
Female---------- 52.8 52.0 51.5 52.9 52.2 51.8 58.8 55.5 56.4 54.3 63.0 57.8

White ---------------- 87.6 90.1 86.4 89.3 88.8 90.6 90.3 91.5 90.0 91.0 90.8 92.5
Black -.--------------- 10.5 8.9 11.4 9.6 9.5 8.4 8.5 7.7 8.8 8.3 7.8 6.6
Spanishorigins I--------- 5.2 2.6 6.6 3.2 4.1 2.5 2.2 1.3 2.3 1.3 2.2 1.1

I Spanish origin may be of any race.
MOBILITY

There are two ways of examining the mobility of older persons. One.
called "general mobility" by the Census Bureau, is based on a more
geographic approach and measures movers (people who change resi-
dences) as to whether they moved across county, State, and regional
lines. The other, called "detailed mobility" by the Census Bureau, is
based on a type of residential area approach and measures movers in
relation to residence in a central city or suburb of a metropolitan area
or of a nonmetropolitan area.
General Mobility

In the March 1979 household survey, only 3.9 million or 17 percent
of the 65-plus noninstitutionalized population reported that they had
moved in the 4-year period since 1975 (compared with over 43 percent
for the population aged 4 and over). Of the 3.9 million older movers in
the 1975-79 period, 57 percent moved within the same county, 22
percent moved to another county in the same State, 6 percent moved
to a contiguous State, and 15 percent moved to a noncontiguous State.
Although differing in proportions, older movers followed a pattern
quite similar to that of movers of all ages as shown in the table below.

GENERAL MOBILITY, BY AGE GROUPINGS, 1975/1979,

[Numbers in thousands!

Age 4 to 64 Age 65-plus

Region and residence in 1979 compared to region and Num- Per- Per- Num- Per- Per-
residence in 1975 ber cent cent ber cent cent

Total in 1979--.-..-..---------------------------------- 180,262 100.0 --.. 23,175 100.0 ...--.
Same house (nonmovers).-------------------------- 99,437 55.2 19, 161 82.7 ...-
Different house within United States (movers) ----------- 77, 895 43.2 100.0 3,923 17.0 100.0

Smecounty ------------------------------ 44,945 24.9 57.7 2,223 9.6 56.6
Different county------------------------------- 32, 949 18.3 42.3 1,707 7.4 43. 5

SameState------------ra-.--.---------------- 17,341 9.6 22.3 879 3.8 22.4
DifferentState -------------------------- 15,607 8.7 20.0 828 3.6 21.1

Contiguous---------------------------- 4,852 2.7 6.2 247 1.1 6.3
Noncontiguous------------------------- 10,756 6.0 13.8 580 2.5 14.8
Northeast in 1975 ----------------------- 3,844 1.7 3.9 214 .9 5.5
North Central in 1975-------------------- 3,942 2.2 5.1 224 1.0 5.7
South in 1975-------------------------- 5,198 2.9 6.7 270 1.2 6.9
West in 1975 -------------------------- 3,424 1.9 4.4 120 .5 3.1

Movers from abroad ------------------------------- 2,931 1.6--------- 85 1 ---

See footnote at end of table-.
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GENERAL MOBILITY, BY AGE GROUPINGS, 1975/1979-Continued

[Numbers in thousands]

Age 4 to 64 Age 65-plus

Region and residence in 1979 compared to region and Num- Per- Per- Num- Per- Per-
residence in 1975 ber cent cent bar cent cent

Northeast in 1979.. . .. ...--------------------------------- 40,638 100.0 -------- 5,598 100.0 -----.-.
Same house (nonmovers)--..------------------------- 26,285 64.7- 4,865 86.9 - ..-
Different house within United States (movers) ----------- 13, 795 34.0 100.0 720 12.9 100.0

Same county ..------------------------------- 8,780 21.6 63.7 452 8.1 62.8
Different county. . ...----------------------------- 5,015 12.3 36.4 268 4.8 37.2

Same State..-...----------------------------- 2,962 7.3 21.5 166 3.0 23.1
Different State ------------------------------ 2,053 5.0 14.9 102 1.8 14.2

Northeast in 1975 ..---------------------- 1,057 2.6 7.7 63 1.1 8.8
North Central in 1975 -------------------- 238 .6 1.7 6 .1 .8
South in 1975-.-------------------------- 593 1.5 4.3 28 .5 3.9
West in 975.--.------------------------- 166 .4 1.2 5 .1 .7

Movers from abroad -------------------------------- 559 1.4--------- 13 .2 ----
North Central in 1979 --------------------------------- 47, 780 100.0------6, 141 100.0 0----

Same house (nonmovers). . ..------------------------- 27, 128 56.8 . 5,181 84.4 --.-...
Different house within United States (movers)----------- 20,181 42.2 100.0 956 15.6 100.0

Same county ...------------------------------ 12,234 25.6 60.6 609 9.9 63.7
Different county----------------------------- 7,947 16.6 39.4 347 5.7 36.3

Same State ------------------------------- 4,798 10.0 23.8 237 3.9 24.8
Different State----------------------------- 3,151 6.6 15.6 109 1.8 11.4

Northeast in 1975 ------------------------ 297 .6 1.5 7 .1 .7
North Central in 1975 ..------------------- 1,387 2.9 6.9 42 .7 4.4
South in 1975 -------------------------- 939 2.0 4.7 52 .9 5.4
West in 1975 .-------------------------- 527 1.1 2.6 8 .1 .8

Movers from abroad . .------------------------------- 471 1.0 .-.-. 4 .1
South in 1979---------------------------------------- 58,334 100.0 ------ 7,560 100.0 ----

Same house (nonmovers) -------------------------- 31 086 53.3 ------ 6,251 82.7
Different house within United States (movers) ----------- 26, 315 45,1 100.0 1,295 17. 1 100.0

Same county ------------------------------ 14,258 24.4 54.2 625 8.3 48.3
Different county ---------------------------- 12, 057 20.7 45.8 670 .9 51.7

Same StateW----- -------------------------- 5,922 10.2 22.5 264 3.5 20.4
Different State--------------------------- 6,136 10.5 23.3 405 5.4 31.3

Northeast is 1975----------------------- 1,090 1.9 4.1 132 1.8 -10.2
North Central in 1975 ------------------- 1,359 2.3 5.2 95 1.3 7.3
South in 1975------------------------ 2,864 4.8 10.7 151 2.0 11.7
West in 1975 ,-------------------------- 882 1.5 3.4 27 .4 2.1

Movers from abroad ------------------------------ 933 1.6 -------- 14 .2
West in 1979 ------------------------------------ 33,509 100.0-- 3,877 100.0

Same house (nunmovers)--------------------------- 14, 938 44.6- -2,864 73.9 ----
Different house within United States (movers)-----------17, 603 52.5 10.0 959 24.7 100.0

Same county --------------------------------- 9,674 28.9 55.0 536 13.8 55.9
Diffnrentcunty ----------------------------- 7,929 23.7 45.0 423 10.9 44.1

Same State ----------------------------- 3,661 10.9 20.8 211 5.4 22.0
Different State --------------------------- 4,268 12.7 24.2 212 5.5 22.1

Nrrtheat in 1975 mh----------------------- 599 1.8 3.4 13 .3 1.4
North Centrali in 1975 -------------------- 959 2.9 5.5 80 2.1 8.3
Sosth in 1975 pmo-------------------------- 862 2.6 4.9 39 1.0 4.1
West in 1975 -------------------------- 1,850 5.5 10.5 79 2.0 8.2

Movers from abroad-------------------------------- 967 2.9--------- 54 1.4---

Computed from data published othe Census Breau, reporting raplies in the March 1980 Current Popalation Survey
comparing location of residence in 1 79 and in 1975.

A special analysis of the regional pattern of interstate movers
over the 4-year period 1975-79 (see tabsle below) shows some degree
of concentration of movement but very far from the stereotypic
belief of a large flow to the "sunbelt." First of all, only 828,000 or
3.6 percent of the older noninstitutionalized population in 1979
reported an interstate move in the previous 4 years; this represents
21.1 percent of the movers.

Starting with residence in 1975, of the 215,000 who lived in the
Northeast, about 30 percent moved to another State in the Northeast
and over 60 percent moved to a State in the South. Of the 223,000
movers who lived in the North Central States in 1975, about 19
percent moved to another State in the same region, 43 percent moved
to the South and 36 percent to the West. Of the 270,000 movers who
lived in the South in 1975, 56 percent moved within the South, about
30 percent moved northwards, and some 14 percent moved West.
Of the 119,000 who lived in a Western State in 1975, more than 66
percent moved within the West and 23 percent to a State in the South.
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REGIONAL PATTERNS OF INTERSTATE MOVERS AGED 65-PLUS, 1975/1979

Residence in 1975

North
Residence in 1979 Total Northeast Central South West

Total number (thousands) 828 215 223 270 119

Northeast---------------------------- 102 63 6 28 5
North Central------------------------- 109 7 42 52 8
South.------------------------------- 405 132 95 151 27
West-------------------------------- 212 13 80 39 79

Total percent (1975)------------- 100.0 100.0 100.0 100.0 100.0

Northeast---------------------------- 12.3 29.3 2.7 10.4 4.2
North Central------------------------- 13.2 3.3 18.8 19.3 G.7
South ..------------------------------ 48.9 61.4 42.6 55.9 22.7
West.------------------------------- 25.6 6.0 35.9 14.4 66.4

Total percent (1979)------------- 100.0 26.0 26.9 32.6 14.4

Northeast.--------------------------- 100.0 61.8 5.9 27.4 4.9
North Central.------------------------ 100.0 6.4 38.5 47.7 7.3
South.------------------------------ 100.0 32.6 23.5 37.3 6.7
West.------------------------------ 100.0 6. 37.7 18.4 37.3

Detailed Mobility
In 1979, 19.2 million or about 83 percent of the noninstitutionalized

older people reported that they lived in the same house as they did
in 1975. A quarter were living within the central city of a metro-
politan area, 27 percent were still living in a suburb, and about 31
percent were still rn a nonmetropolitan area.

Of the 3.9 million movers (17 percent of the older population),
44 percent reported a move within the same metropolitan area-21.3
percent moved within the central city, 14.4 percent within the suburbs,
and 8.3 percent moved between the central city and the suburbs
(both directions).

Almost 16 percent of the movers moved from one metropolitan
area to another, about a third moving from a suburb in one area to
a suburb in the new area.

More than a quarter of the movers moved from one nonmetro-
politan area to another nonmetropolitan area with the remaining
15 percent of the movers moving in a criss-cross pattern. (See table
below.)
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DETAILED MOBILITY, BY AGE GROUPINGS, 1975/1979

[Numbers In thousands]

Age 4 to 64 Age 65-plus
Residence in 1979 compared to residence In 1975 Number Percent Percent Number Percent Percent

Total ----------------------------- 180,262 100.0 (I) 23,175 100.0 (1)
Same house (nonmovers) -------------------- 99,437 55.2 (2) 19,161 82.7 ()Central city of SMSA -------------------- 25,997 14.4 (5) 5,792 25.0Balance of SMSA ----------------------- 41,336 22.9 (I) 6,260 27.0 (1)Outnide SMSA -------------------------- 32, 101 17.8 (I) 7,111 30.7 (I)Different house within United States (movers)- 77,895 43.2 1 3 17.0 100.Within same SMSA --------------------- 36,067 20.0 46.3 ,724 7.4 43.9Within central city -------------------- 13, 824 7. 7 17. 7 835 3.6 21. 3Within balance of SMSA ---------------- 14, 735 8.2 18.9 567 2.4 14.4

Central city to balance of SMSA----------- 5,369 3.0 6.9 238 1.0 6.1
Balance of SMSA to central city ----------- 2,138 1.2 2.7 85 .4 2.2Between SMSA's ----------------------- 12,180 6.8 15.6 623 2.7 15.9
Between central cities------------------ 2,832 1.6 3.6 132 .6 3.4
Between balances of SMSA's ------------- 4,384 2.4 5.6 219 .9 5.6
Central city to balance of SMSA----------- 3,115 1.7 4.0 183 .8 4.7
Balance of SMSA to central city----------- 1, 850 1.0 2.4 89 .4 2.3

From outside SMSA to an SMSA------------- 4,949 2.7 6.4 222 1.0 5.7To central city ----------------------- 1,961 1.1 2.5 77 .3 2.0
To balance of SMSA------------------- 2988 1.7 3.8 145 .6 3.7

From SMSA to outside SMSA--------------- 6, 320 3.5 8.1 371 1.6 9.4
From central city-------------------- 2,880 1.6 3.7 214 .9 5.4
From balance of SMSA ---------------- 3,441 1.9 4.4 156 .7 4.0Outside SMSA at both dates-.--------------- 18, 377 10.2 23.6 990 4.3 25.2

Movers from abroad------------------------2,931 1.6 (1) 85 (4To central city of SMSA-------------------- 1, 311 .7 () 46 .2 )
To balance of SMSA ---------------------- 1,126 .6 () 30 (1
To outside SMSA-------------------------- 496 .3 7(I)

I Not applicable.
3 Less than 0.05 percent.

VETERANS

PROJECTED NUMBER OF ALL MALES AND OF VETERANS, AGED 65 AND OVER, 1980, 1990, 2000 1
[Numbers in thousands]

1980 1990 2000

Veterans Veterans Veterans

Age Males Number Percent Males Number Percent Males Number Percent

65-plus---------- 10, 108 2,960 29. 3 12, 000 7,188 59.9 12, 716 7, 821 61. 565 to 69--------- 3,859 1,510 39.1 4,471 3,586 80.2 4,152 2, 181 52.5
70 to 74--------- 2,853 710 24.9 3,281 2,295 70.0 3,521 2,251 63.975 to 79--------- 1,698 186 11.0 2, 148 873 40.6 2,509 2,059 82.1
80 to 84 - ....---- 989 299 30.2 1, 264 316 25.0 1, 472 1,027 69.8
85-plus---------- 709 255 36.0 836 118 14.1 1,062 303 28.5

I Based on data supplied by the Veterans Administration and the Health Care Financing Administration, and a special
site visit survey of VA geriatric research, education, and clinical centers.

As may be seen from the above table, veterans are an increasingly
large proportion of the older male population, reaching 60 percent
within the next 10 years. Aware of this rapidly increasing responsi-
bility, the Veterans Administration has initiated a large number of
programs in domiciliary, home, and institutional care areas, as well
as extensive research in both the biomedical and social/behavioral
aspects of aging. Beginning in 1973, the Veterans Administration has
established 10 geriatric research, education, and clinical centers
(GRECC) scattered across the country from Massachusetts to
California, providing both direct programs and support to the other
VA programs and facilities.
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In 1978, the Veterans Administration spent $1,053 billion in
health care of the older veterans.

EMPLOYMENT

In 1900, the male labor force numbered 27,640,000. In the 45-64
age group, there were 4,958,000 men in the labor force out of a total
male population in this age group of 5,465,000 or a labor force partici-
pation rate of 90.3. The 65-plus male population totaled 1,555,000
so the 987,000 in the labor force represented a rate of 63.1. In the
female labor force of 4,999,000, there were 672,000 aged 45-64 in the
labor force or 13.6 percent of the 4,935,000 women aged 45-64 in the
population. In the 65-plus group, there were 127,000 in the labor
force out of a population of 1,525,000 older women or a rate of 8.3.

Between 1900 and 1950, the male 45-64 labor force participation
rate remained relatively constant while the 65-plus rate fell rapidly,
especially after the onset of the depression of the 1930's and the
passage of the Social Security Act. The 45-64 rate for women showed
a steady increase as women entered the labor market but the 65-plus
rate moved slowly between 8 and 10 percent.

The following table analyzes the trends since 1950 in some detail.
The long-term trends for women continue as previously but for men
the decrease in labor force participation has moved down to just below
60 years of age. This "early retirement" phenomena (which also
showed up in the increase in the number of persons claiming social
security payments prior to age 65, even at reduced benefit amounts)
is probably a combination of persons under 65 voluntarily opting for
early retirement (especially if they have other retirement income),
of persons unable to find jobs in their later years (the so-called dis-
couraged worker) and of persons who for health or physical reasons
cannot continue to work.

CIVILIAN LABOR FORCE PARTICIPATION RATES, PERSONS AGED 45 AND OVER, BY AGE GROUP AND SEX, 1950-79,

Sex and age group 1950 1955 1960 1965 1970 1975 1979

Men:
10 yr:

45 to 54.-------------------- 95.8 96.5 95.7 95.6 94.2 92.1 91.4
55 to 64 -------------------- 86.9 87.9 86.8 84.6 83.0 75.8 73.0
65-plus --------------------- 45.8 39.6 33.1 27.9 26.8 21.7 20.0

5 yr :
45 to 49--------------------- NA 97.1 96.6 96.1 95.3 94.1 93.4
50to 54--------------------- NA 95.7 94.7 95.0 93.1 90.1 89.6
55to 59.--------------------- NA 92.5 91.6 90.2 89.5 84.4 82.2
60 to 64--------------------- NA 82.5 81.1 78.0 75.0 65.7 61.8

Women:65-plus..-------------------- 45.8 39.6 33.1 27.9 26.8 21.7 20.0

10 yr :
45 to 54-------------------- 37.9 43.8 49.8 50.9 54.4 54.6 58.4
55 to 64.-------------------- 27.0 32.5 37.2 41.4 43.0 41.0 41.9
65-plus.--------------------- 9.7 10.6 10.8 10.0 9.7 8.3 8.3

5 yr :
45 to49--------------------- NA 45.9 50.7 51.7 55.0 55.9 60.4
50 to 54 --------------------- NA 41.5 48.7 50.1 53.8 53.3 56.5
55 to 59--------------------- NA 35.6 42.2 47.1 50.4 47.9 48.7
60to64.--------------------- NA 29.0 31.4 34.0 36.1 33.3 33.9
65-plus.--------------------- 9.7 10.6 10.8 10.0 9.7 8.3 8.3

1 frorn published and unpublished data supplied by the Department of Labor.
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The following table presents a more detailed analysis of the labor
force and the status of its components in the third quarter of 1980
by sex and 5-year age groupings. Noteworthy are the sharp decreases
in labor force participation rates with increasing age, the increase
in the proportion of employed workers in agriculture with advancing
age, especially for men, and the decrease in unemployment rate
(though not the duration of unemployment).

LABOR FORCE STATUS OF THE CIVILIAN NONINSTITUTIONAL POPULATION BY AGE GROUP AND SEX, JULY-
SEPTEMBER 1980

[Numbers in thousandsl

Status 16-plus 55-59 60-64 65-69 70-74 75-plus

Both sees: Total --------------------------- 164,475 11,'286 9,730 8,593 6,661 8,693
I n labor force--------------------------- 105,948 7 220 4,512 1 goo 774 426

Participation rate ------------------ 64.4 b4.0 46.4 ko. 9 11.6 4.9
Employed - ...------------------------ 97,986 6,970 4,384 1,736 750 419

Agriculture ---------------------- 3,708 283 268 158 99 70
Percent of employed ------------ 3.8 4.1 6.1 9.1 13.2 16.7

Nonagriculture. ...------------------ 94,278 6,688 4,117 1,577 651 349
Unemployd------------------------- 7,961 250 128 66 24 7

Rate! --------------------------- 7.5 3.5 2.8 3.7 3.1 1.6
Not in labor force ---------------------- 58527 4065 5218 6793 5893 8267

Percent of total-----------------------i.6 i6.0 3.6 19.1 88. 4 15
Male: Total---------------77,853 5,373 4,550 3,824 2,821 3,217

In labor fore--------------61 115 4,393 2,192 1 078 506 293
Participation rate------------------- 8. 5 81.8 61.4 8. 2 17.9 9.1

Employed--------------------------- 56,730 4,231 2,708 1,038 492 286
Agriculture ---------------------- 2,929 223 232 142 86 62

Percent of employed------------- 5.2 5.3 8.6 13.7 17.5 21.7
Nonagriculture ------------------- 53,801 4,014 2,475 896 405 224

Unempgloyed ------------------------- 4,385 156 84 40 14 7
Rate----------------------------- 7.2 3.6 3.0 3.7 2.8 2.5

Not in labor force ----------------------- 16 738 980 1,758 2 745 2,315 2 924
Percent of total-----------.. .----------- 1. 5 18.2 386 h. 8 8211 ho.9

Female: Total ----------------- --------- 86,622 5, 913 5,180 4,769 3,846 5,476
In labor force------ ---------- -44 832 2,827 1,720 722 268 133

Participation rate ------------------ 1.8 47.8 33.2 15.1 7.0 2.4
Employed _------------------------- 41,256 2,733 1,677 698 258 133

Agriculture ------------------------ 770 59 35 16 13 8
Percent of employed ------------ 1.9 2.2 2.1 2.3 5.0 6.0

Nonagriculture -------------------- 40,477 2,674 1,642 681 246 125
Unempeloyed ------------------------- 3,516 94 43 26 10 0

Rate----------------------------- 8.0 3.3 2.5 3.6 3.7 0
Not in labor force ----------------------- 41,790 3 085 3 460 4, 048 3 578 5 343

Percent of total...----------------------- 48.2 2.2 66.8 84.9 63.0 67.9

The following table analyzes the employment and unemployment
status in the third quarter of 1980 for older members of the labor
force according to their full-time or part-time attachment to the
labor force. Especially noteworthy is the very rapid increase in the
proportion of part-time workers, both men and women, with advancing
age.
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FULL-TIME/PART-TIME STATUS OF THE CIVILIAN NONINSTITUTIONAL POPULATION
BY AGE GROUP AND SEX, JULY-SEPTEMBER 1980

(Numbers in thousandsl

Status 16-plus 55-59 60-64 65-plus

Both sexes:
Full-time labor force--.------------------------------ 92,083 6,523 3,827 1,547

Employed. . ....----------------------------------- 5, 401 6, 300 3,721 1,491
Full time----------------------------------850, 603 6,065 3,576 1,366
Part time (economic reasons)-------------------- 4,798 235 145 125

Unemployed --------------------------------- 6,682 222 105 56
Rate-------------------------------------- 7.3 3.4 2.7 3.6

Part-time labor force------------------------------- 13, 865 698 685 1,453
Percent of total labor force.---------------------- 13.1 9.7 15.2 48.4

Employed part time -.----------------------------- 12,586 670 663 1,414
Percent of total employed------------------------ 12.8 9.6 15.1 48.7

Unemployed.-.---------------------------------- 1,279 28 23 39
Rate. . ...-------------------------------------- 9.2 3.9 3.3 2.7

Male: Percent of total unemployed.--------------------- 16.1 11.0 17.7 40.9

Full-time labor force. . . ..------------------------------- 56,891 4,248 2,537 1, 062
Employed-------------------------------------- 53,014 4,098 2,466 1,024

Full time..-. ..-------------------------------- 50, 620 3, 989 2,393 954
Part time (economic reasons).-------------------- 2,394 109 73 70

Unemployed---------------------------------- 3,877 149 71 39
Rate. . . ..-------------------------------------- 6.8 3.5 2.8 3.7

Part-time labor force--------------------------------- 4,224 146 255 815
Percent of total labor force ----------------------- 6.9 3.3 9.1 43.4

Employed part time ...----------------------------- 3,716 138 241 794
Percent of total employed ------------------------ 6.6 3.3 8.9 43.7

Unemployed. . ..------------------------------------ 508 7 13 22
Rate. ...------------------------------------- 12.0 5.0 5.2 2.7

Female: Percent of total unemployed.--------------------- 11.6 4.7 15.7 36.1

Full-time labor force.----------- -.-------------------- 35,192 2,275 1,289 485
Employed.- ...----------------------------------- 32,386 2,202 1,255 468

Full time--------------------------------- 29,983 2,076 1,183 412
Part time (economic reasons).-------------------- 2,403 126 72 56

Unemployed ---------------------------------- 2,805 74 34 17
Rate.-.-------------------------------------- 8.0 3.2 2.6 3.6

Part-time labor force. . ..------------------------------- 9,640 552 431 637
Percent of total labor force ---------------------- 21.5 19.5 25.0 56.8

Employed part time ----------------------------- 8869 532 421 620
Percent of total employed------------------------ 21 .5 19. 5 25.1 57.0

Unemployed -..------------------------------------ 771 20 9 17
Rate --.-------------------------------------- 8.0 3.7 2.2 2.7
Percent of total unemployed.--------------------- 21.6 21.5 21.4 49.5

AUTOMOBILE OWNERSHIP

As is true for major household appliances, automobile ownership by
older households is well below that of households with younger heads
but part of the difference depends on income level rather than age,
health, or choice. A 1974 survey showed that 62 percent of older house-
holds owned at least one car as compared with 86 percent for the
younger." There is, however, a strong relationship between income
level and auto ownership at all ages so the lower income level of the
older households accounts in part for the lower ownership rate. Other
factors are also present.

PROJECTIONS

The "safest" Census Bureau projections of the size and composition
of the population through 2050 are the so-called "Series Il" projec-
tions, which are based on an ultimate cohort fertility rate of 2.1 (2.1
children per woman or eventual zero population growth), small im-
provements in life expectancy (including that for older persons),
narrowing of the gap between whites and blacks, constant 400,000 net
immigration, but no new major medical "cures" of chronic diseases.

1 Basic data from the discontinued Census Bureau series on Consumer Buying Intentions.
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These projections show a total population of 260.4 million by 2000
with 31.8 million or 12.2 percent aged 65-plus (11.2 percent in 1979).
The number of 85-plus persons would almost double to 3.8 million and
the ratio of 65-plus women to men would rise to 150 to 100 as com-
pared with 146 to 100 in 1979.

POPULATION PROJECTIONS (SERIES II), TOTAL AND 65-PLUS, 1980-2050'

[Numbers In thousandsl

65-plus

Both sexes
Female

Percent of
Year All ages Number all ages Male Number Per 100 men

1980-------------- --- 222,159 24,927 11.2 10,108 14, 819 1471985------------------ 232,880 27,305 11.7 11,012 16,293 1481990------------------ 243,513 29,824 12.3 11,999 17,824 1491995 _------------------ 252,750 31,401 12.4 12,602 18,799 1492000 _------------------ 260,378 31,822 12.2 12,717 19,105 150
2005_------------------ 267,603 32,436 12.1 1 924 19,512 1512010 _------------------ 275, 335 34,837 12.7 13,978 20, 858 1492015 _------------------ 283, 164 39,519 14.0 16,063 23, 456 1462020 _------------------ 250 115 45, 102 15.6 18 468 26, 634 1442025 ------------------ 295,742 50,920 17.2 20,861 30,059 144

2030---- -------------- 300, 349 55,024 18.3 22,399 32, 624 1462035------------------- 304, 486 55,805 18.3 22,434 33, 371 1492040---- -------------- 308, 400 54, 925 17.8 21,816 33, 108 1522045------------------- 312,054 54, 009 17.3 21,335 32,674 1532050 ----- -------------- 315,622 55,494 17.6 22,055 33,439 152

I Computed from the latest Census Burea u population projections (by age, sex, and color) as published in the CurrentPopulation Reports series. Detailed tables are based on the series II projections which assumed a 2.1 or "zero populationgrowth," fertility rate for the future. Dependency ratios (gross) computed by the author from the projections and fromdata from previous census enumerations.

If the present fertility rate of approximately 1.8 (children per
woman) should continue at this low level rather than the 2.1 rate
assumed above, the size of the total population would be smaller
but the proportion of older people would be larger. The increasing
number and proportion of older persons reflect 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 smaller rate of growth for the
older population after 2030 when today's babies and youngsters
start reaching age 65.

The above projections represent averages for the whole 65-plus
age group as if it were a homogeneous mass. Important differences
by sex and age group within the 65-plus population are as follows:

PROJECTED TRENDS WITHIN THE 65-PLUS AGE GROUP, 1976-2050

(Percent change]

Sex and age 1976-2000 2000-25 2025-50

Both sexes, 65-plus _---------------------------------------- +38.8 +60.0 +9.065 to 74 --------------------------------------------- +22.8 +77.5 -6.775to84. .---- -- ______-- -- ---- -_____ -- - __ ---- + 56.9 + 41.1 + 14.985-plus . .-- ___-------_-- _--- _--- __--- _--- __ - -------- + 91.1 + 32.4 + 91.6
Male65-plus----------------------------------------------------- +35.8 +64.0 +5.765 to 74------------------------------------------------------ +24.4 +79.1 -6.375 to 84------------------------------------------------------ +55.0 +44.1 +13.585-plus ---------------------------------------------- +68.8 +29.9 +92.9
Femae65-lus. _ __------------------------------------------- +40.8 +57.3 +11.265 to 74---------------------------------------------------- +21.6 +76.2 -7.175 to84------------------------------------------------------ +58.0 +39.4 +14.385-plbs. ______------------------------------------------- +101.4 +33.4 +91.1

73-264 0 - 81 - 4



Thus, comparison of the approximately 25-year timespans shows
continuing increase to 2000, very rapid growth from 2000 to 2025 as
the postwar babies reach the later years, then a sharp deceleration
as the current low birth rates are reflected in a smaller cohort reach-
ing 65. Significantly, the usually more rapid growth in the number of
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 when all
rates of growth will be much slower, especially in the "younger" aged.

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 (under 18) and the old (65-plus) are dependent
on the middle group, the so-called "productive age" population,
tends to show a quite reasonable "burden" on the middle group under
reasonable economic and labor force assumptions:

Number aged Number aged
under 18 per 65-plus per

Year 100 aged 18-64 100 aged 18-64 Total

1930---------------------------------------- --------- 58.9 9.1 68.0
1940...------------------------------------------------- 48.9 11.0 59.9
1950------------------------------------------------- 51.0 13.4 64.4
1960------------------------------------------------- 65.1 16.8 81.9
1970.-.------------------------------------------------- 61.4 17.7 79.1

1980' ...------------------------------------------------ 45.8 18.4 64.2
1990 '-..------------------------------------------------ 43.5 20.0 63.5
2000'------------------------------------------------ 43.2 19.9 63.1
2010 ------------------------------------ ------------ 39.2 20.2 59.4

2020' .. ..------------------------------------------------ 41.2 26.0 67.2
2030 1...------------------------------------------------ 42.0 31.8 73.8
2040 ------------------------------------------------ 41.2 30.6 71.8
2050,.--.------------------------------------------------ 41.7 30.2 71.9

IProjections, series II.

Exhibit A

RECENT STATE TRENDS IN THE OLDER POPULATION, 1970-79 1

Between 1970 and 1979, the Nation's older population (65-plus)
increased from 20 million to 24.7 million or from 9.8 percent to 11.2
percent of the total population. As has been true for most of the 20th
century, the older population grew considerably faster in 1970-79
(23.5 percent) than did the under-65 population (6.3 percent). These
national trends, however, represent the averaging out of a variety
of different State trends. Details and analyses are presented below.

PROPORTION OF THE POPULATION AGED 65-PLUS

For the Nation as a whole (50 States and the District of Columbia),
the proportion of the total population in the 65-plus group rose from
9.8 percent in 1970 to 11.2 percent in 1979. The proportion ranged
from 2.6 percent in Alaska and 7.7 percent in Hawaii to 18.1 percent
in Florida and 13.7 percent in Arkansas.

15 Computed by the author from reports on the 1970 census enumeration and from Census Bureau esti-
mates of the population by age and by State for 1979, published in the Current Population Reports series.



In Wyoming, the only State where the under-65 group grew faster
than the 65-plus, the proportion of older persons actually dropped,
from 9.1 percent in 1970 to 8.1 percent in 1979. In five States (Alaska,
Colorado, Idaho, New Hampshire, and Utah), the increase in the
proportion of the State's aged population was 0.5 percentage points
or less in the 9-year period. The remaining States had larger gains.

SUMMARY: STATES BY PERCENT OF POPULATION AGED 65-PLUS, 1979

18.1 ----------------------- Florida.
13.3 to 14.2 ----------------- 1 Arkansas.
12.3 to 13.2----------------- 10 Iowa, Kansas, Maine, Massachusetts, Missoari, Nebraska, Oklahoma, Pennsyl-

vania, Rhode Island, and Sooth Dakota.
11.3 to 12.2----------------- 11 Arizona, Connecticut, Minnesota, Mississippi, New Jersey, New York, North

Dakota, Oregon, Vermont, West Virginia, and Wisconsin.
11.21---------------------- 3 Alabama, Kentucky, and Tennessee.
10.2 to 11.1.----------------- 9 California, District of Columbia, Illinois, Indiana, Montana, New Hampshire,

North Carolina, Ohio, and Washington.
9.2 to 10.1------------------ 9 Delaware, Georgia, Idaho, Louisiana, Maryland, Michigan, Sooth Carolina

Tesas, and Virginia.
8.2 to 9.1.------------------- 3 Colorado Nevada and New Mesico.
7.2 to 8.1.-------------------3 Hawaii, h, and Wyoming.
2.6 ------------------------ 1I Alaska.

Total - - - - - -- -- 51

1 National average.

DIST1IBUTION AMONG THE STATES

The older population tends to he distributed among the States in
the same genera pattern as the total population except that there is a
slightly greater concentration of older persons in some of the larger
States. In the analytical table by State rank order (see last table of
this exhibit), at the points where the States in the total population
column and the 65-p us population column match exactly, the per-
centages are as follows:

All ages 65-plus

Percent of Percent of
States United States Cumulative United States Cumulative

California --------------------------------------- 10.3 10.3 9.4 9.4
New York---------------------------------------- 8.0 18.3 &.6 18.0
Teis, Pennsylvania, Illinis, Ohio, Michigan, Florida e th t 29.6 47.9 31.1 49.1
New Jersey --------------------------------------- 3.3 51.2 3.4 52.5
Massachusetts - - - - - -- - - - - - - - - - - - - . 3 82 95 .North Carolina, Indiana, Virginia, Georgia, Missouri, Wi n 2.6 53.8 2.9 5

conin, Tennessee ------------------------------- 16.1 69.9 15.5 70.9
Maryland, Minnesota, Louisiana, Washington, Alabama,

Kentucky ConnecticutU Sooth Carolina, Ioaa, Okla-
homa, Colorado, Oregon, Arizona, Mississippi, Kansas,
Arkansas . . ..------------------------------------- 22.7 92.6 22.3 93.2

West Virginia.------------------------------------- .9 93.5 .9 94.1
Nebraska .---------------------------------------- .7 94.2 .8 94.9
Utah, New Mexico, Maine, Rhode Island--------------- 2.1 96.3 1.9 96.8
Hawaii, Idaho, New Hampshire, Montana, Nevada, South

Dakota, North Dakota, District of Columbia ---------- 2.8 99.1 2.7 99.5
Delaware -------------- -------------------------- .3 99.4 .2 99.7
Vermont.----------------------------------------- .2 99.6 .2 99.9
Wyoming-.---------------------------------------- .2 99.8 .1 100.0
Alaska ------------------------------------------ .2 100.8---------------- 100.0
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LIV

RESIDENT POPULATION, TOTAL, ALL AGES, AND AGE 65-PLUS, STATES IN RANK NUMBER
ORDER, 1979

Total, all ages 65-plus

Percent Percent
Number Number

(thou- Distri- Cumu- (thou- Distri- Cumu-
Rank State sands) bution lative State sands) bution lative Rank

I California.-----------
2 New York. ------
3 Texas.- . .- --- .----
4 Pennsylvania.------
5 Illinois...---------- .-

6 Ohio.-- .- ..- ---- .--
7 Michigan....----....
8 Florida --------------
9 New Jersey.---------

10 Massachusetts.-------

11 North Carolina..-.-
12 Indiana.------- .-----
13 Virginia -------------
14 Georgia.---------- ..-
15 Missouri..-.--.---

16 Wisconsin.-----------
17 Tennessee...-.-----
18 Maryland..-..----.-
19 Minnesota...---------
20 Louisiana..-.----.-

21 Washington.-- ...----
22 Alabama.----------
23 Kentucky.....-------
24 Connecticut.--- .-----
25 South Carclina.---..--

26 Iowa.--- .------ .----
27 Oklahoma..---.-----
28 Colorado...---..----
29 Oregon.-------------
30 Arizona...--------- .-

31 Mississippi ...----
32 Kansas..--- .----- .--
33 Arkansas...----..---
34 West Virginia...-.--
35 Nebraska..-.------

36 Utah -...--- .--------
37 New Mexico..---.---
38 M aine.------ .....--
39 Rhode Island -----
40 Hawaii..---------- .--

41 Idaho.--- .-----------
42 New Hampshire.-.----
43 Montana.........
44 Nevada..-------- .---
45 South Dakota ------

46 North Dakcta...-.-.--
47 District of Columbia..
48 Delaware...-.-----.-
49 Vermont.........
50 Wyoming........

51 Alaska...........

22,694
17,648
13,380
11,731
11,229

10,731
9,207
8,860
7,332
5,769

5,606
5,400
5,197
5,117
4,867

4,720
4,380
4,148
4,060
4,018

3,926
3,769
3,527
3,115
2,932

2,902
2 892
2 772
2, 527
2,450

2, 429
2, 369
2,180
1,878
1,574

10.3 10.3 California ----- .-------
8.0 18.3 New York -- .-.------
6.1 24.4 Florida ---------------
5.3 29.7 Pennsylvania......----
5.1 34.8 Texas.---- ....- ..---

4.9 39.7 Illinois.--- .---- .------
4.2 43.9 Ohio.-- .-------------
4.0 47.9 Michigan..--- ....-----
3.3 51.2 New Jersey -----------
2.6 53.8 Massachusetts..-------

2.6 56.4 Missouri--------------
2.5 58.9 North Carolina..------
2.4 61.3 Indiana . -- ..-- .----
2.3 63.6 Wisconsin ...-.-------
2.2 65.8 Tennessee----------

2.1 67.9 Georgia.------------
2.0 69.9 Virginia--------------
1.9 71.8 Minnesota------..----
1.8 73.6 Alabama----------
1.8 75.4 Washington.---------

1.8 77.2 Kentucky-------------
1.7 78.9 Iowa-----------------
1.6 80.5 Maryland-----.----
1.4 81.9 Louisiana-..-...------
1.3 83.2 Oklahoma.---------

1.3 84.5 Connecticut.-...-------
1.3 85.8 Kansas..--- ..---------
1.3 87.1 Arkansas-------------
1. 2 88. 3 Oregon.--------- .- .--
1. 1 89.4 Arizona--------------

1.1 90.5 Mississippi---------.-
1.1 91.6 South Carolina--------
1.0 92.6 Colorado.------ .----
.9 93.5 West Virginia-.-.--..-
.7 94.2 Nebraska.........

9.4 9.4
8.6 18.0
6.5 24.5
6.1 30.6
5.3 35.9

5.0 40.9
4.6 45.5
3.6 49.1
3.4 52.5
2.9 55.4

2.6 58.0
2.3 60.3
2.3 62.6
2.3 64.9
2.0 66.9

2.0 68.9
2.0 70.9
1.9 72.8
1.7 74.5
1.7 76.2

1.6 77.8
1.5 79.3
1.5 80.8
1.5 82.3
1.5 83.8

1.4 85.2
1.2 86.4
1.2 87.6
1.2 88.8
1.2 90.0

1.1 91.1
1.1 92.2
1.0 93.2
.9 94.1
.8 94.9

1,367 .6 94.8 Maine ---------------- 135 .6 95.5 36
1, 241 .6 94.5 Rhode Island --------- 123 .5 96.0 37
1,097 .5 95.9 New Mexico---------- 109 .4 96.4 38

929 .4 96.3 Utah----------------- 106 .4 96.8 39
915 .4 96.7 New Hampshire------ 98 .4 97.2 40

.4 97.1 Idaho----------------

.4 97.5 South Dakota.-.-..----

.4 97.9 Montana ---- ...------

.3 98.2 North Dakota.-- .------

.3 98.5 District of Columbia -.

.3 98.8 Hawaii ...........

.3 99.1 Nevada.----- .-- .....-

.3 99.4 Delaware..- .---- ...---

.2 99.6 Vermont..--.....- .---

.2 99.8 Wyoming....... ..-- .

.2 100.0 Alaska ----- ....------

91 .4 97.6 41
90 .4 98.0 42
83 .3 98.3 43
80 .3 98.6 44
73 .3 98.9 45

70 .3 99.2 46
61 .3 99.5 47
57 .2 99.7 48
56 .2 99.9 49
36 .1 100.0 50

10 ---- 100.0 51
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PART 1
DEVELOPMENTS IN AGING: 1980

MAY 13 (Legislative Day APIL 27), 1981-Ordered to be printed

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

REPORT

[Pursuant to S. Res. 353,96th Cong.]

Chapter 1

ECONOMIC PERFORMANCE AND
ELDERLY STATUS, 1980'

CHAPTER HIGHLIGHTS

Instability and volatility characterized the American economy dur-
ing 1980. The year began with the conclusion of the longest period of
sustained economic growth during peacetime in U.S. history. This peak
in business activity was accompanied by the fastest rate of price ad-
vance in more than 30 years and record high interest rates. These de-
velopments imposed hardships on a considerable portion of the U.S.
population.

I. U.S. ECONOMY PERFORMANCE DURING 1980

The 1980 recession was shorter and somewhat milder than expected.
As the year began, many forecasters anticipated the downturn lasting
through the end of 1980 with the unemployment rate rising to well
above 8 percent of the labor force. Instead, real gross national product
(GNP), the market value of all goods and services produced in the
United States adjusted for price changes, declined in the only second
quarter of the year and rose modestly in the other quarters. The un-

I Prepared by the Congressional Research Service, Library of Congress, by the follow-
ing staff: Tom Gabe, analyst in social legislation, Education and Public Welfare Division;
Barry Moefsky, analyst in econometrics, Economics Division; and Ray Schmitt, specialist
in social legislation. Education and Public Welfare Division.

(1)



employment rate did not climb above 8 percent, and averaged about
7.5 percent in the last half of the year.

Over the past few years, policymakers and economists have tended
to underestimate the vigor of the economy. The extent of this mis-
judgment became evident when the Commerce Department completed
an extensive revision of the GNP and its components in December
1980. This revision reflected the availability of new data sources, such
as the 1972 input-output tables and the 1977 censuses of business, as
well as improved estimating procedures. The new figures show that
tho economy grew at an average annual rate of 3.3 percent between
1967 and 1979, significantly higher than the 3 percent rate previously
reported. More than $60 billion (in 1972 prices) had been added to
the level of real GNP. Much of this increase is due to higher estimates
of business fixed investment and exports. Statistics on personal income
were revised sharply upward as well. This new information suggests
that productivity, investment, and savings during recent years were
not as poor as previously thought. In addition, the economy was oper-
ating much closer to capacity than had been indicated, accounting for
the inflationary pressures which confounded policymakers. In short,
the economy has been healthier than believed.

Imbalances in the consumer sector and Federal monetary policies
are widely believed to have been the major cause of the 1980 recession.
Spurred by unusually large increases in prices during the 1975-79
expansion, consumer spending and borrowing advanced at an extreme-
ly rapid pace. In effect, households were substituting real assets
(homes, automobiles, precious metals) for financial assets. Acquisition
of these real assets was financed by borrowing. Consumer installment
credit rose by 71 percent, between 1975 and 1979, as personal savings
declined from 8.6 to 5.3 percent of after-tax income. The rise in debt
also outpaced income gains; disposable personal income grew by just
under 50 percent. In the 1980 Economic Report of the President, the
Council of Economic Advisors warned:

The ratio of consumer debt repayments to disposable in-
come has risen steadily in recent years, reaching a record
peak of 18 percent in the third quarter of 1979. The increase
in this ratio has created concern that consumers are becom-
ing overextended and has also raised fears that a high repay-
ment burden might act as a strong constraint on consumer
spending during an economic downturn.
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1 presents the 1979 and 1980 rates of gain in selected components of
the CPI. It should be understood that the CPI is a weighted average
of the prices of a representative bundle of goods and services. While
it is possible that the prices of all the items included in that typical
market basket may be rising at the same rate, it is more likely that
some prices will be increasing more rapidly than the average, some
prices more slowly, and some prices may even be declining. More-
over, these relationships are not stable; that is, the price of a particu-
lar commodity will not always be increasing more rapidly than the
average. Price changes of individual items reflect the market condi-
tions for those items.

TABLE 1-CONSUMER PRICE INDEX

IPercent change from previous yearl

1979 1980

All items....--------------------------------------------------------- 11.3 13.5
Food and beverages......- ..------------------------------------------------- 10.8 85
Housing---------------- ----------------------------------------------- 12.2 15.7
Apparel and upkeep.---------------. . -.. ---------------------------------- 4.4 7.1
Transportation....-- ...-------.------------ -------------------------------- 14.3 17.8
Medical care..--- ..- ..-.--------------------- ------------------------------ 9.3 10.9
Fntertainment--------------... ----------------------------------------- 6.7 8.9

Special indexes:
Energy ---------------------------------------------------------- 25.2 30.9
All items less food -------------------------------------------------- 11.4 14.6
All items less mortgage interest .. . . ..----------------------------------------- 10.0 11.7
All items less medical care - . ..--------------------------------------------- 11.4 13.6
All items less energy.-------------------------------------------------- 10.0 11.6
All items less food and energy--------------- ---------------------------- 9.7 12.S

Source: U.S. Department of Labor, Bureau of Labor Statistics.

Energy and housing prices posted large advances in 1980. The
energy component of the CPI 2 increased by a staggering 31 percent,
primarily due to large rises in the price of imported oil and the phased
decontrol of domestically produced crude oil prices. Most of the in-
creases, however, occurred in the early months of 1980. Between June
and November 1980, the CPI energy component was virtually un-
changed and prices of some specific petroleum products, notably gaso-
line, actually declined in some months. Excluding the energy com-
ponent, the all items CPI rose by 11.6 percent in 1980, indicating that
nearly 2 percentage points of the total CPI increase was attributable
to energy costs.

Sparked by substantial increases in the cost of homeownership, the
housing component of the CPI rose by more than 15 percent last year.
Over the course of 1980 the housing component fluctuated sharply,
reflecting the volatility of mortgage interest rates. Contract mortgage
interest costs, which includes interest rates and loan origination fees
(points), rose nearly 35 percent in 1980.

The CPI is not the only available measure of price changes, another
gage is the implicit price deflator for personal consumption expendi-
tures, which some analysts believe is a more accurate yardstick than
the CPI. In theory, these two price indexes are measuring the same

0 This component includes only prices of direct consumer purchases of energy for the
home and fpr motor vehicles.
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thing, prices paid by consumers, and should increase at the same

rate. Only rarely, however, do the two behave identically. For exam-
ple, in 1980 the deflator rose by 10.2 percent, significantly lower than

the CPI rise. This primarily reflects the different construction of the

indexes. The CPI measures only changes in prices, while the consump-
tion deflator measures changes in both prices and the composition of
items purchased. A reconciliation of the rate of change in the CPT and
the consumption deflator for the first and second quarters of 1980 is
provided in the following table. The table shows the CPI rising much
more rapidly than the deflator, mostly due to the differing treatment
of homeownership costs.

TABLE 2.-RECONCILIATION OF PERCENT CHANGES IN THE IMPLICIT PRICE DEFLATOR FOR PERSONAL CON-

SUMPTION EXPENDITURES AND THE CONSUMER PRICE INDEX FOR ALL URBAN CONSUMERS

[Seasonally adjusted!

1980

First Second
quarter quarter

Implicit price deflator for personal consumption expenditures (percent change at annual rate)... 12.5 10.6
Less:

Contribution of shifting weights in PCE----- -. ----------------------------------- -. 5 -. 2
New autos.....---.--.--------------------------------------------------------- 1.3 -
Gasoline and oil..----------------------------------------------------------- -. 5 -. 6
Electricity, gas, fuel oil, and coal---..-.-.----------------------------------------- -1.0 .7
Furniture and household equipment------------------------------------------- -. 7 -. 4
Food purchased for off-premise consumption.----.--------------------------------- .6 1.3
Purchased meals and beverages-...--.------------------------------------------.3 -. 2
Clothing and shoes..--- ----------------------------------------------------- -. 4 1.0
Housing------------------------------------------------------------------ .7 2.0
Othermg.....--------------------------------------------------------------- -. 3 .3

Contribution of differences in weights of comparable CPI and PCE expenditure components- -1.4 -. 1
Gasoline and oil.-..-- ------------------------------------------------------- -1.7 -. 5
Electricity, gas, fuel oil, and coal-----------.. ------------------------------- -. 2 -. 4
Househeld furnishings----.---.-.----------------------------------------------- .2 .2
Food at home and away from home--------------------------------------------- -. 6 .1
Apparel commodities---------.------------------------------------------------- .2 1
Rent ------- - ------------------------------------------------------------ -. 3 -3
Other ----------------------------------------------------------------------- 1.1 .8

Contributions of PCE expenditures components not comparable with CPI components------- -1.0 -. 5
New autos..--.------------------------------------------------------------ -.1 0
Net purchases of used autos --------------------------------------------------- -. 1 -. 3
Owner-occupied nonfarm and farm dwellings-space rent... ..-------------------------. 9 -. 3
Current expenditures by nonprofit institutions ------------------------------------ .2 0
Other.--..------------------------------------------------------------------ 0

Plus: Contribution of CPI expenditure components not comparable with PCE components-------- - 1.2 2.3
New autos.....------..--- --------------------------------------------------------- -. 2 -. 1
Used autos----..------.--------------------------------------------------------- -. 3 -. 8
Homeownership ----------------------------------------------------------------- -2.1 3 .
Other..------------------------------------------------------------------------- -. 4 -*3

Less: Contribution of differences in seasonal adjustment ----------------------------------- -. 1 0
Equals: Consumer Price Index, all items (percent change at annual rate) -------------------- 16.9 13.7

Source: Survey of Current Business, August 1980, p. 3.

Government economic policy during 1980 was aimed at reducing
inflationary pressures rather than stimulating economic growth.
Fiscal policy was relatively restrictive. The Federal budget deficit did
balloon to $59.6 billion in fiscal year 1980, but this represents only 2.3
percent of nominal GNP, sirnificantly lower than the percentage dur-
ing the 1973-75 recession. Moreover, the rise in the deficit was mainly
attributable to the automatic stabilizers in the budget (e.g., unemploy-
ment insurance benefits) rather than new antirecession spending pro-
grams. Unlike during some previous slumps, Federal tax liabilities
were not reduced in order to stimulate economic activity.
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Monetary policy played a major role in shaping economic develop-
ments during 1980. For some time the primary focus of the Federal
Reserve has been to slow economic growth and thereby curb rising
prices. In recent testimony before Congress, Paul Volcker, Chairman
of the Board of Governors of the Federal Reserve System, described
the current role of monetary policy. He stated:

That role requires that the Federal Reserve apply the meas-
ured, persistent restraint on growth in money and credit that
is necessary to drain the momentum from inflationary forces
in the economy and to encourage a return to stability in prices
and unit costs.

Preliminary statistics suggest that the Federal Reserve was unable
to achieve "measured, persistent restraint" of money growth. Money
growth was very uneven over the course of 1980. Between February
and May, the narrowly defined money supply, M-1A, declined at an
annual rate of 6.2 percent, and rose at a 12.5-percent annual rate be-
tween July and November. From the fourth quarter 1979 to the fourth
quarter 1980, M-1A rose 5.1 percent, about the same rate of gain as
during the preceeding four quarters. This increase was well within the
target growth ranges established by the Federal Reserve Board.
Growth of the more broadly defined monetary aggregates, however,
was around the upper limit of the target ranges.

TABLE 3.--4ROWTH IN MONETARY AND BANK CREDIT AGGREGATES

[Percent changel

Actual
Federal Reserve target,

Item 1978 IV to 1979 IV 1979 IV to 1980 IV 1979 IV to 1980 IV

M-1A I----------------------------------------- 5.0 5.1 3A-6
M-IB2----------------------------------------- 7.7 7.4 4 6
M-2 ------------------------------------------ 9.0 9.9 6 -9
M-34 --- -------------------------------------- 9.8 10.0 8y-9%
Bankcredit _----------------------------------- 12.3 7.9 6 -9

I M-lA is currency plus private demand deposits, net of deposits due to foreign commercial banks and official institutions.2 M-IB is M-1A plus other checkable deposits (negotiable order of withdrawal accounts, accounts subject to automatic
transfer service, redit union share draft balances, and demand deposits at mutual savings banks).

3 M-2 is M-1B plus overnight repurchase agreements (RP's)issued by commercial banks, overnight Eurodollar deposits
held by U.S. nonbank residents at Caribbean branches of U.S. banks, money market mutual funds shares, and savings and
small time deposits at all depository institutions.

' M-3 is M-2 plus largetime deposits at all depository institutions and term RP's issued by commercial banks and savings
and loan associations.

a Bank credit is total loans and investments plus loans sold at all commercial banks.
Source: Board of Governors of the Federal Reserve System.

II. INCOME OF THE AGED 3

In 1978, the median income of families headed by persons age 65 and
over was $10,124-a little over half that of families in which the head
was less than 65 ($18,939). The median income of aged unrelated in-
dividuals (i.e., persons aged 65 and over living outside a family
setting was $4,211, compared to $8,178 for nonaged unrelated
individuals.

- Information about the income status of the aged reported in this section comes from
the March 1979 Current Population Survey (CPS). Annual income information for 1979
will not be available until spring 1981.



The aged depend heavily upon income from sources other than earn-

ings for their support. In 1978, 16 percent of aged unrelated in-
dividuals reported that they had income from earnings,4 with half
having earnings less than $2,505. In comparison, 85 percent of non-
aged unrelated individuals reported that they had income from earn-
ings, with half of them earning more than $8,991. Similarly, 48 percent
of families with an aged head had income from earnings, compared to
94 percent of the families in which the head was less than 65; the
median dollar amount earned was $6,700 and $8,310 respectively.

Social security was an important source of income for the aged. In
1978, slightly over 90 percent of the families with an aged head and
aged unrelated individuals had income from this source.5 The median
amount received was $2,998 for aged unrelated individuals and $4,769
for families in which the head was 65 or older. While being an im-
portant source of income, social security was not usually the sole
source of income for aged families and aged unrelated individuals.
Only about 15 percent of aged unrelated individuals and 6 percent of
the families with an aged head reported that social security was their
sole source of income during the year.

Approximately one-quarter of aged unrelated individuals and two-
fifths of the families with an aged head reported that they received
income from private or Federal pensions during the year; the median
amount received from these sources was $2,397 and $2,999 respectively.

About 12 percent of aged unrelated individuals and 8 percent of
the families with aged heads received income from the supplemental
security income (SSI) program. Of those receiving income from this
source, the median annual payment reported by unrelated individuals
was $1,052, and $1,227 for families in which the head was 65 years of
age or older.

A large proportion of the aged had income from annuities, divi-
dends, rents, and other periodic sources. Among aged unrelated in-
dividuals, 62 percent had income from these sources, with half of. these
receiving less than $825 over the course of the year. Approximately 70
percent of the families with an aged head had income from these
sources, with half of these receiving less than $1,201.

In 1978, 13.9 percent of the approximately 23,175,000 persons age 65
and over had incomes less than the official poverty line.6 The incidence
of poverty was higher for the "very old" (age 85 and over) (19 per-
cent) than for those who were between the ages of 65 and 74 (11.6
percent). The incidence of poverty was higher for aged families (16.7
percent) than for aged males (10 percent). The black aged had a
poverty rate (33.9 percent) nearly three times higher than that of
the white aged (12.1 percent). Aged persons living within a family
setting had a lower incidence of poverty than aged unrelated individ-
uals. About 7.6 percent of the aged who lived in families were poor,
compared to 27 percent of those who lived outside a family setting.

s Earnings refer to money wages and salaries, and net income from farm and nonfarm
self-employment.

Includes railroad retirement benefits.
* In 1978, the Census ("Orshansky") Poverty index was $3,217 foF a single person age

65 and over, and $3.944 for a couple in which the head was age 65 or over.
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INCOME OF AGED AND NONAGED FAMILIES AND UNRELATED INDIVIDUALS, 1978

[By source and median dollar amount received]

Families Unrelated individuals

Head less Head age 65
Income source and median dollar amount than 65 and over Less than 65 65 and over

Total .. .. . . ...------------------------------------- 49, 293, 829 8, 510, 153 17, 253. 571 7,610, 354
Median income. . ...-------------------------------- $18, 939 $10, 124 $8, 178 $4, 211
All sources. . . ..--------------------------------- 49, 029 444 8, 492 609 16, 516, 181 7, 588, 173

Percent of total.------------------------------- .5 b.8 95.7 99.7
Median dollar amount received------------------- $ 18, 978 110,148 58, 632 $4, 218
Earnings I ---------- 46,445 765 4,089,751 14, 592,822 1,238,430

Percent of total----------------------------- §64.2 48. 1 84.6 16.3
Median dollar amount received--------------- $18, 310 56,700 18,991 12, 505

Sources other than earnings. ...------------------ 37, 411 209 8,394,182 10,921, 474 7, 528, 522
Percent of total.---------------------------- 5.9 98.6 63.3 98.9
Median dollar amount received---------------- $1, 002 $7,031 $560 $3,926
Public assistance 2-......--.---- ..-------- 3,271,787 205,314 408,699 104,910

Percent of total------------------------- 6.6 2.4 2.4 1.4
Median dollar amount received.----------- 2, 120 $1,441 $1, 562 $443

Supplemental security income---------------- 910,929 689,718 419,487 923,388
Percent of total.------------------------- 1.8 8. 1 2.4 12. 1
Median dollar amount received----------- $1, 552 11,227 $1,805 $1,052

Social security railroad retirement------------ 5, 456, 836 7, 829 884 1,335,173 7,036 975
Percent of total------------------------- 11.1 §2.0 7.7 b2.5
Median dollar amount received----------- $3,069 $4,769 12,562 12,998

Private and Federal pensions--------------- 3, 012, 508 3,325, 581 723, 325 1, 913, 547
Percent of total.-------- --------------- 6.1 39.1 4.2 25.1
Median dollar amount received----------- $4,622 $2,999 $2,964 $2,397

Veterans payments, unemployment compensa-
tion, workman's compensation------------- 7,301,395 798, 391 1,780, 090 600,184

Percent of total------------------------- 14.8 9.4 10.3 7.9
Median dollar amount received----------- $999 $1,399 1933 $1,078

All other sourcess--.---------------------- 30, 192 286 5,966,521 8,789,249 4,728 111
Percent of total----- ------------------- 1.2 70.1 50.9 62.1
Median dollar amount received----------- $300 $1, 201 $175 $825

I The sum of money wages or salary, and net income from farm and nonfarm self-employment
2 Public assistance payments such as aid to families with dependent children and general assistance. Separate payments

received for hospital or other medical care (vendor payments) are excluded from this item.
3 Includes: Annuities, alimony, regular contributions from persons not living in thefamily, and other periodic income.
Note: Table prepared by CRS. Figures are based upon the resident noninstitutionalized civilian population, and the non-

civilian population who were not living in military barracks. Figures are subject to sampling error. Cell counts greater than
75,000 have approximately a 95-percent chance of being accurate within 20 percent Cells with lower counts will have less
accuracy.

Source: March 1979 Current Population Survey (CPS).

A. SOCIAL SEcuRrrY 7

An automatic cost-of-living adjustment or "escalator" provision was
added to the social security program in the Social Security Amend-
ments of 1972, with the first automatic adjustment taking effect in
July 1975. In each of the 6 years, 1975 through 1980, benefits have
been automatically increased, since the Consumer Price Index (CPI)
increased by at least 3 percent during the measuring period preceding
each of these increases. An automatic increase is "triggered" for July
of a given year if the CPI has increased by at least 3 percent from the
first quarter of the previous year to the first quarter of the current
year. Thus, there is, on average, a 10- to 11-month lag between the time
the loss of purchasing power takes place and the time when benefits
are correspondingly increased. Semiannual increases would reduce
this lag time to 7 to 8 months, but would increase program costs by
several billion dollars annually. Social security benefits were increased
by 14.3 percent in July 1980 because the CPI increased by 14.3 percent
between the first quarter of 1979 and the first quarter of 1980. Supple-

7 This section was prepared by Nancy Miller, Income Maintenance Section, Education
and Public Welfare Division.



mental security income (SSI) benefits paid to the elderly and the dis-
abled are indexed in exactly the same way, and therefore those bene-
fits also increased by 14.3 percent in June 1980.

Although the cost-of-living escalator continues to serve its original
objective of preserving the purchasing power of social security bene-
fits that would otherwise be eroded by inflation, the size of recent
automatic increases has stimulated a great deal of comment and re-
evaluation of the automatic benefit increase provision as it operates
in current law. Ironically, one of the reasons why an automatic bene-
fit increase provision was introduced was in hopes that it would hold
down the cost of the programs by eliminating the need for Congress
to enact ad hoc increases from time to time-increases which were
liable to exceed the actual increase in the CPI since the previous ad
hoc adjustment. The 14.3-percent increase in July 1980 by itself added
$17 billion to the cost of the social security programs." Not only does
this large increase have an effect on the overall Federal budget and on
the financial status of the social security trust funds in particular, but
it causes some diminished confidence in the system and resentment on
the part of current workers, many of whose wages are not keeping
pace with inflation. The benefit increase itself may be contributing to
inflationary pressures.

Some have suggested that the Consumer Price Index for urban
workers may not be the best measure for determining how large bene-
fit increases should be. A number of studies have shown that the elderly
have spending patterns systematically different from those of the
urban worker population. Consumer Expenditure Survey data from
the early 1970's suggest that families with a head of household over
65 spend more of their incomes on food, health care, fuel, and utilities,
and less on housing, transportation, and clothing than families in gen-
eral. Analysis done by the Bureau of Labor Statistics (BLS), how-
ever, suggests that an experimental CPI constructed specifically
for the elderly would not have yielded results very different from the
overall CPI during the years 1973-78. Interestingly, the BLS study
showed the cost of living increasing at a slightly lower rate for the
elderly than for the population at large, while a more recent study by
Data Resources, Inc. (DRI), suggests that the cost of living increased
at a slightly higher rate for consumers over 55 than for consumers
under 55 during the 1970's. In other words, it is not clear that an alter-
native CPI constructed around the spending patterns typical of el-
derly persons would usually result in either higher or lower benefit
increases for elderly social security beneficiaries. In addition, using a
different price index for elderly and nonelderly beneficiaries might
confuse the public and create additional opportunities for administra-
tive error. Other population subgroups might seek special cost-of-
living indexes tailored to their typical spending patterns, further com-
plicating the issue.

The CPI now used to determine the amount of the annual benefit
increase has also been criticized for overemphasizing the increase in
the cost of housing as a component in the overall rise in the cost of
living. The Carter budget just released recommends a new way of
counting housing costs in the CPI, called a "rental equivalency"

e Office of the Actuary, Social Security Administration.



measure. Findings from studies to date, however, are so mixed that it
simply is not clear that this alternative housing cost measure or any of
the others that have been suggested is a better, or more accurate,
measure of true cost or that it will result in a consistently higher or
lower overall CPI.

B. PRvrATE PENSIONS

Pension benefits can be significantly affected by inflation both before
as well as after retirement. While social security and Federal pension
plans are indexed, private pensions generally do not provide automatic
cost-of-living adjustments (COLA's) mainly because the costs of
doing so are unpredictable and can be extremely high. Surveys show
that only a small number of private pension plans have adopted auto-
matic COLA's. Those that do usually have a 3-percent "cap" on any
increase. Most pension plans do, however, extend pension increases to
their retirees in a number of different ways. Almost always they are
either collectively bargained for or else made available at the em-
ployer's initiative. These adjustments, however, do not keep pace with
the rate of inflation.

Inflation has a relatively greater detrimental impact on a retiree
who places greater reliance on a nonindexed or partially indexed pen-
sion to maintain a preretirement standard of living. Inflation, in turn,
may cause greater reliance to be placed by present and future retirees
on social security by lessening the role that pensions play in the overall
retirement income scheme.

The combined effects of increases in longevity and early withdrawal
from the labor force means a longer interval between the cessation of
gainful employment and death. While a considerable number of work-
ers retire early, the trend may be bottoming out. Whether the increase
in the permissible mandatory retirement age from 65 to 70 under the
1978 Age Discrimination in Employment Amendments and the rela-
tively high rates of inflation currently being experienced will reverse
this trend remains to be seen. Surveys show that continued inflation is
expected to have an effect on retirement decisions.

Work disincentives exist for continuing employment beyond age 65.
Pension plans are not required to provide additional pension contribu-
tions or benefit accruals for service performed after age 65. Although
a worker will be entitled to a higher social security benefit through de-
layed retirement credits, he or she might suffer an "opportunity cost"
by not drawing social security benefits at age 65. The effect of these
factors on a retirement decision is not clear. Given the prospects
of continued double-digit inflation, however, the ability of individuals
to maintain their preretirement standard of living will be seriously
challenged.



Chapter 2

RETIREMENT INCOME
CHAPTER HIGHLIGHTS

The year 1980 ended and 1981 began with a sizable jump in the pay-
roll tax. Wage earners will have to pay social security taxes on the first
$29,700 of income in 1981, up from $25,900 in 1980. The tax rate in-
creases from 6.13 to 6.65 percent for both employer and employees. For
those earning over $29,700, the maximum tax paid will increase to a
total of $1,975, or $387 more than last year (up 24 percent).

At the same time, retirees under social security will get a better
break during 1981 on their outside earned income. Those aged 65 to 71
will be able to earn up to $5,500 instead of $5,000, the 1980 ceiling.
Those under 65 will have a $4,080 ceiling on earnings, up from $3,720.
Any earnings over these amounts are subject to an offset. For every $2
earned in excess of the limit, $1 in benefits is deducted.

In spite of these significant increases in the payroll tax, the social
security system faces serious fiscal crises-both short term and long
term.

Election year 1980 revealed an uneasy tension between retired voters
dependent upon social security in a double-digit inflation economy,
and an American public, whose economic mood had turned conserva-
tive, calling for major cutbacks in Government spending and a bal-
anced budget. With social security outlays estimated to make up a sub-
stantial percentage of the total national budget, it is certain that ef-
forts to cut spending and reduce deficits will include close scrutiny of
the whole social security program.

I. SOCIAL SECURITY: MAJOR CHANGES AWAIT 1981

Although faced with forecasts of short-term cash flow problems
and long-term deficits in the social security trust funds, Congress
(with a few minor exceptions) avoided tackling these major financial
crises. Nevertheless. 1980 proved valuable as a sounding board for pos-
sible new directions as several national commissions issued recommen-
dations'and the Committee on Aging closed the year with a series of
hearings on "Social Security: What Changes Are Necessary?"

A. SHORT- AND LoNG-TERm FINANCING ISSUES

Desnite 1977 Social Security Amendments designed to insure
financial stability for several decades, reports by the Social Security
Board of Trustees " have pointed to serious short- and long-term
problems.

'The Secretaries of Health andi Human Services. Labor, and the Treasury. serve asTrustees of the trust funds. The Commissioner of Social Security acts as secretary to theTrustees.

73-264 0 - 81 - 5



The most recent report from the Trustees issued on June 17, 1980,
forecast the following likely events using their "intermediate"
assumptions: 2

-The old-age survivors insurance (OASI) trust fund which pays
retirement and survivor benefits will run into cash-flow diffi-
culties in late 1981.

-In 1982, the OASI fund will be exhausted.
-From 1983 to 2010, OASI reserves will increase and then fall

off again as the baby boom begins to retire.
-Sometime between 2020 and 2025, OASI funds will become

exhausted again.
It is significant to note that early 1980 brought a level of high

inflation reaching 'almost 18 percent. Coupled with rising unemploy-
ment, these economic developments only heightened trends that had
been noticed earlier. In concluding their report, the Trustees made
the following statement:

The actuarial estimates presented in this report are based
upon economic and demographic assumptions which are in-
evitably subject to considerable uncertainty. The assump-
tions and estimates that appear in this report were necessarily
prepared before the most recent changes in the economy were
known. Current evidence indicates that the economy has
moved into a recession and is weakening rapidly. Therefore,
revised short-range projections will probably be necessary
in the near future as more information becomes available
about the intensity of the changes in the economy. Over the
longer term, unceritainty is, of course, an even more difficult
factor. However, the Board believes that the long-range esti-
mates Dresented in this report will remain useful for a longer
period of time because they are less sensitive to changes in
the short-range economic conditions.

Over the short term the OASI trust fund will face financial
strains requiring policy actions. Without such actions, the
OASI fund would be depleted in late 1981 or early 1982, de-
pending on the course of the economy. Reallocation of the

2 The payroll tax now provides income for three different trust funds administered by
the Social Security Administration The old-age survivors insurance trust fund (OASI)
which is the largest and nave benefits to retirees and their survivors and dependents; the
disability trust fund (DI) which nays disability benefits: and the health insurance trust
fund (HI) which pays for meal1care. part A. or hospitalization. The 19SO-81 payroll tax
rates were divided as follows among the three funds:

OASI DI HI Total

1980--------------.. . ----------------------- 4.52 0.56 .1.05 6.13
1981-------------.. . ------------------------ 4.70 .65 1.30 6.65

This rate is paid both by the employer and the employee.
In making their proiections. the Trustees cover the next 75 years for the OASI and

DI trust funds. For the HI trust fund, they cover only the next 25 years.
These future cost estimates are prepared using three alternative sets of assumptions.

referred to as "ontimistic" "intermediate." and "pessimistic." Most important Is the inter-
mediate proiection. For each set of assumptions. a different estimate is made for such
Important viriables as mortality. fertility. net immigration, inflation, and others. Projec-
tions of this type made so long into the future have a lessening degree of certainty, yet
they do furnish insight into later consequences of the existing program and possible
changes.



tax rates between OASI and DI would postpone depletion
until the latter half of 1982 or early 1983.

Following the year's early high inflation, trust fund news went
from bad to worse. Each year the administration updates its budget
projections in July. The administration's 1980 "midsession" forecast
predicted that the OASI trust fund would be depleted in November
1981.

1. SOLUTIONS TO SHORT-TERM PROBLEMS

During the course of the year, several approaches surfaced to solve
the short-term cash-flow problem spelled out by the Trustees. The
major proposals were:

-Reallocation: Lower the percent of payroll tax going to the rel-
atively solvent disability insurance (DI) trust fund and add it
to the threatened OASI fund.

-Interfund borrowing: Instead of actually changing the rates of
the three funds, permit a fund threatened by cash-flow difficulties
to borrow from funds that are solvent, then reimburse later with
interest.

-Borrowing from the Treasury: Rather than borrow from other
funds, permit an endangered fund to borrow from general rev-
enues and pay back the loan with interest after reserves have
built up again.

-Countercyclical financing from general revenues: Permit the
trust fund to use general revenues to make up losses when high
unemployment reduces social security revenue.

-Iniect general revenues to pay all or part of the health insurance
(HI) fund: A major recommendation of the 1979 Advisory Coun-

cil on Social Security, this proposal, by substituting general rev-
enue funds for part or all of HI, would permit either the payroll
tax to be reduced or the percent going to the OASI fund to be
increased.

2. REALLOCATION AND H.R. 7670

Despite preoccupation with the elections, Congress did see its way
clear to reallocate the payroll tax rates between the OASI and the
DI funds for calendar years 1980 and 1981. Signed into law by Presi-
dent Carter on October 9, 1980, Public Law 96-403 (H.R. 7670) shifts
income from the DI fund to the OASI fund. During 1980, OASI
would get an additional 0.19 percent of the payroll tax and DI would
get 0.19 percent less. The funds for 1980 could be transferred to OASI
retroactively.

During 1981, OAST would get 0.175 percent more money and DT
would get 0.175 less. Although this change in the law is largely tech-
nical in nature, its bottom-line effect is to "buy time" for Congress to
consider more far-reaching legislative adjustments in 1981 to correct
the short-term crisis.

The optimum reserve level for any trust fund is generally considered
to be equal to 1 year's outlay of benefit payments. If one of the funds
falls below an 8- or 9-percent reserve, a cash-flow problem exists.
Checks must go out on the third of each month, but the tax comes in
throughout the month. The reallocation of rates between OASI and
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DI is estimated to insure a reserve of at least 12 percent in each fund
through the end of 1981 as indicated in the following tables:

CASH BENEFITS SOCIAL SECURITY TAX RATES

[In percent)

Old law After H.R. 7670

Year OASI D Total tax OASI DI Total tax

Employer and employee, each:
1980.. ..----------------------- 4.33 0.75 5.08 4.52 0.56 5.08
1981. ..------------------------ 4.525 .825 5.35 4.70 .65 5.35

Self-employed persons:
1980 . . ..----------------------- 6.01 1.04 7.05 6.2725 .7775 7.05
1981. . ..----------------------- 6.7625 1.2375 8.00 7.025 .975 8.00

END-OF*YEAR CASH BENEFIT FUND BALANCES

(As a percent of following year outgol

Old law After H.R. 7670

Combined Combined
Year OASI DI funds OASI DI funds

1980 1------------------- is 44 18 18 20 18
1981.------------------- 6 61 12 12 13 12

Note: Estimated by Social Security Administration actuaries.

Notwithstanding the passage of H.R. 7670, Congress must face up
to additional changes in the law during 1981 if an impending cash-
flow crisis is to be averted in 1982.

3. SOLUTIONS TO THE LONG-TERM DEFICIT

Although it seems almost certain that Congress will find solutions
to the short-term cash-flow problem in 1981, it is not certain what
action, if any, will be taken to relieve the much more serious long-
term deficit facing the system in the 21st century.

The nature of this deficit is the result of several factors working
together that suggest serious problems beginning as soon as the
year 2010.

-Increase in aged population: The 1980 census will count some
25 million persons aged 65 and older, or roughly 11 percent of the
population. By the year 2000, the Census Bureau predicts an
increase to 32 million (or 13 percent). But when the baby boom
(following World War II) reaches age 65, the impact will be
even more dramatic. By the year 2030, it is estimated that the
65-plus age group will have grown to 50 million (or 22 percent).

-Life expectancy: Today, people are living, on the average, almost
3 years longer after age 65 than they did in 1940, when life
expectancy at age 65 was 12 years for men and 13.6 years for
women. Social Security Administration figures show that in 1975,
life expectancy at age 65 increased to 13.6 years for men and
17.7 years for women, and by the year 2050, the years after 65 are
expected to increase to 15.1 years for men and 19.7 years for
women.



-Labor force participation: Recent years have indicated a growing
trend toward earlier retirement by American workers. Between
1950 and 1979, the percentage of male workers remaining in the
labor force after age 65 dropped from 39 to 20 percent. For
male workers between the ages of 60 and 64 the average dropped
from 79 percent (1950) to 62 percent (1979). The comparable
rates for women increased between 1950 and 1970, but seemed to
level off thereafter.3

Since social security is a pay-as-you-go system, with the benefits
paid out each month funded by the payroll tax paid in by active work-
ers, the ratio of workers to retirees takes on great significance. This
ratio is commonly referred to as the dependency ratio. According to
the intermediate assumptions of the Social Security Administration
there are 31 beneficiaries for every 100 workers today-a ratio of
roughly 3 recipients to every 1 worker. By the year 2030, that ratio
may reach 2 to 1.

According to the 1980 Trustee's report mentioned above, under each
set of their assumptions, the estimated payment of benefits (as a per-
cent of taxable payroll) increases rapidly after the year 2000. Without
changes in the program, these projections forecast severe financial
difficulties in the next century.

Using intermediate assumptions, the OASDI trust fund balances
would be exhausted by the year 2030; under the pessimistic assump-
tions. OASDI balances would be exhausted between the years 2010 and
2015. The following chart illustrates these predictions.

a U.S. Bureau of the Census. "Census of Population. Detailed Characteristics. Employ-
ment and Earnings." U.S. Department of Labor. Japary 1971, January 1979, January 1980.



OASDI TRUST FUND RATIOS
PROJECTED 75 YEARS

1980 2000 2020 2040 2055

YEAR

Source: June 1980 OASDI Trustees' Report projections.

Unfortunately, there is no easy way to resolve the long-term deficit
problem. Broadly speaking, the only options available are raising
taxes, cutting benefits, or some combination of the two. Long-term
solutions that have received the most attention in 1980 are listed
below.

4. RAISE THE RETIREMENT AGE FOR FULL BENEFITS FROM 65 TO 68

Based partly on the reasoning that life expectancy after age 65 is
rising, most versions of this proposal would phase in over 12 years
a new eligibility age of 68 beginning after the year 2000. By making



the change now to phase in later, most workers would have at least
20 years to plan accordingly. Under this approach, the age of eligi-
bility for reduced benefits would rise in a similar fashion from 62 to 65.

5. CAP OR ALTER THE PRESENT COST-OF-LIVING ADTUSTMENT BASED ON THE

CONSUMER PRICE INDEX

The Secretary of Health and Human Services can increase the value
of social security benefits each June whenever the cost of living as
measured by the CPI has risen 3 percent or more between the first
quarter of the previous year and the first quarter of the current year.
In 1980, the increase was 14.3 percent. The impact on the national
budget of this cost-of-living adjustment (or COLA) has become sig-
nificant. It is now estimated that each increase of 1 percent in the
COLA results in a cost to the budget of from $1 to $1.2 billion.

Several proposals to alter or limit this automatic COLA have been
discussed including: (1) Cap the COLA at less than 100 percent of
the rise in the CPI; (2) limit the increase to the rise in prices or wages
whichever is lower; (3) alter the CPI to change the way in which
the increase in the cost of housing is determined; 4 and (4) limit the
COLA in years when the CPI has risen faster than wages and provide
for retroactive "catchup" in future years when wages again rise faster
than the CPI.

6. SWITCH FROM WAGE INDEXING TO PRICE INDEXING

In determining initial benefits to be awarded, a rather complicated
formula is used. In applying this formula, average earnings of a
worker are indexed, or adjusted, to reflect today's wages. Under pres-
ent law, this adjustment is based on the increase in average wages.5

Because historically wages have grown faster than prices, price
indexing would be less expensive and would result in significant long-
term savings to the trust funds. One estimate states that since 1950,
wages have grown at a rate of 330 percent, whereas prices have grown
at only 218 percent.

While price indexing of initial benefits would lower expected bene-
fits in the future, workers would still be guaranteed that their benefits
would purchase the same level of goods as would the benefits of work-
ers today with comparable wage records.

However, shifting to price indexing would, over the long run, sub-
stantially reduce the replacement rate (the proportion of a worker's
recent earnings that are replaced by his social security benefit). For
example, it is estimated that the replacement rate for the average

I Many economists have argued that the CPI overstates the level of inflation because
of how the costs of homeownership are measured. The combined cost of purchasing
housing and financing this purchase make up almost 18 percent of the CPI. Because very
few people purchase a home during any measurement period, it is argued that recent
increases in home and mortgage interest costs do not accurately reflect true inflation for
the vast majority who have not purchased homes during this period.

On the other hand, elderly households spend a larger percentage of income on necessities
such as food, energy, and health care, the cost of which has been rising faster than the
CPI. Therefore, in some ways, the CPI may understate the effect of inflation on elderly
budgets.

5 For more detailed discussion of the complicated issue, see the testimony of Robert J.
Myers, "Social Security: What Changes Are Necessary?", hearings before the U.S. Senate
Special Committee on Aging, Dec. 2, 1980.



Worker retiring at age 65 will drop from about 41 percent today to 30
percent by 2010 and to 25 percent by 2050.

7. USE OF GENERAL REVENUE FUNDING

Similar to one of the short-term solutions discussed above, injecting
general revenue funds into traditional social security programs could
be designed to alleviate substantially the long-term deficit.

Former Commissioner of Social Security Robert M. Ball recom-
mended such a lan, where one-half of the health insurance (HI)
program would be funded by general revenues. At the same time he
would keep the 1981 payroll tax rate constant at 6.65 percent, but
would increase the combined OASDI portion from 5.35 to 6 percent.
Under this approach, Ball predicts that additional tax increases now
scheduled could be eliminated and the trust funds would be in good
shape into the next century. The 6-percent rate for OASDI would
quickly build up contingency reserves to reasonable levels. However,
at some point after 2000, the OASDI rate would need to be raised to a
rate of 7-7.5 percent to meet the costs now estimated by "intermediate"
assumptions.6

B. AGING COMMITTEE HEARINGS-"SOCIAL SECURITY: WHAT CHANGES
ARE NECESSARY?"

Anticipating the necessity for Congress to address social security
financing issues in 1981, Committee Chairman Lawton Chiles and
Ranking Minority Member Pete V. Domenici completed a series of
four hearings in November and December 1980 entitled: "Social Secu-
rity: What Changes Are Necessary?"

In announcing the hearings, Senator Chiles stated:
Resolving the short- and long-range financing problems of

social security must be a top priority for the 97th Congress.
It is time to make the necessary hard decisions, and to restore
full confidence in America's most popular and successful do-
mestic program.

Joining Senator Chiles in stressing the urgency of the issues con-
fronting the program, Senator Domenici added:

I am particularly concerned that Congress and the Amer-
ican public be as well informed about these issues as possible.
By structuring our hearings carefully, I believe the Commit-
tee on Aging is ideally suited to bring new information to
light and to crystallize the differences between competing
viewpoints.

1. INFORMATION PAPER SUMMARIZES RECENT RECOMMENDATIONS

As part of its effort to share as much information as possible on the
emerging issues, the committee published a paper entitled: "Summary
of Recommendations and Surveys on Social Security and Pension
Policies." During 1979 and 1980, several reports and national surveys

- See testimony of Robert M. Ball. "Social Security: What Chances Are Necessary?",hearings before the U.S. Senate Special Committee on Aging, Nov. 21, 1980.



were released bearing directly on current issues in social security.
These reports and surveys received much attention in the national
press and stirred great interest in the American public, particularly
with senior citizens and those nearing retirement.

The information paper summarizes the major recommendations and
survey findings of these groups and condenses them into a single refer-
ence document. The reports summarized were:

-Report of the 1979 Advisory Council on Social Security.
-An Interim Report From the National Commission on Social

Security.
-Report of the Universal Social Security Coverage Study Group.
-Social Security and the Changing Roles of Men and Women.
-1980 Report of the Board of Trustees of the Federal Old-Age

and Survivors Insurance (OASI) and Disability Insurance (DI)
Trust Funds.

-An Interim Report From the President's Commission on Pen-
sion Policy.

-Preliminary Findings of a Nationwide Survey on Retirement
Income Issues (Market Facts, Inc.).

-1979 Study of American Attitudes Toward Pensions and Retire-
ment (Louis Harris & Associates).

-A Nationwide Survey of Attitudes Toward Social Security (Peter
D. Hart Research Associates, Inc.).

2. SUMMARY OF HEARINGS

Not surprisingly, witnesses at the four hearings focused much of
their testimony on possible solutions to the short-term cash-flow crisis
and to the long-term deficit problem (see discussion of these issues
above). In addition, the committee received up-to-date reports from
many of the groups which have been created to study social security
and related issues. Briefly summarized, the hearings highlighted the
following testimony:

-November 21, 1980: A panel of national experts, including for-
mer Social Security Commissioner Robert M. Ball and Chair-
man of the 1979 Advisory Council on Social Security Henry
Aaron. discussed solutions to the long-term deficit.

-December 2, 1.980: Witnesses focused on possible changes in the
cost-of-living adjustment and the proposed change from wage to
price indexing in determining initial benefits. In addition, the
effect of inflation on the elderly was discussed, and an update
from the President's Commission on Pension Policy, was
presented.

-December 3, 1980: A panel of representatives from- six national
organizations representing a wide spectrum of constituencies of
the elderly shared their views on many of the major proposals
for revising the program that had been raised at the earlier
hearings.

-December 4, 1980: Besinning with a panel representing national
survey opinion firms sharing the results of their polls seeking
American attitudes on social security issues, the hearings con-
cluded with testimony from William J. Driver, Commissioner,
Social Security Administration.



In addition to the four hearings held in Washington, which focused
primarily on various aspects of social security, Senator Nancy Kasse-
baum chaired a hearing, on November 8, in Leavenworth, Kans., on
the adequacy of retirement income from several benefit systems. This
hearing, entitled "Retirement Benefits: Are They Fair and Are They
Enough?", examined how inflation, demographic changes, and scarce
resources will impact on social security, the railroad retirement system,
the civil service retirement system, various military retirement pro-
grams, and tens of thousands of private pension plans across the coun-
try. The witnesses, who interacted with one another on a panel, in-
cluded local representatives of retiree groups, State, and Federal
officials.

C. TAXING SocIAL SECURITY BENEFITS

On December 7, 1979, the 1979 Advisory Council on Social Security
released its report of recommendations covering many areas of social
security. No recommendation caused more uproar in 1980 than the
Councl's suggestion that "half of social security benefits be included
in taxable income for Federal income taxes." The fallout from this
announcement, and its likely misinterpretation (some thought half
their benefits were to be cut), was felt quickly on Capitol Hill.

An avalanche of letters and telegrams arrived in Washington at-
tacking this immediately unpopular notion. In response, both the
House and the Senate passed resolutions opposing the tax. S. Res. 432,
passed by the Senate on August 4, 1980, and H. Con. Res. 351, passed
by the House on July 21, 1980, expressed the sense of each House that
the 96th Congress would not enact legislation changing the tax treat-
ment of social security benefits.

The reasoning behind the Advisory Council's tax recommendation
arguably made sense, despite its cold reception. Present tax treat-
ment of social security was established not by law, but by rulings of
the Bureau of Internal Revenue in 1941. As a result, social security
benefits are not taxable today.

The Council felt that this treatment was wrong, that social security
benefits should be treated to resemble more closely the way other pen-
sion income is treated. A recommendation to tax half the benefits
was based on the grounds that the employee is already taxed on his
contribution, but the other half is paid by his employer, and the worker
is not taxed on that portion.

As measured by the Council, only a limited number of recipients
would be affected by their recommendation:

Because of the double income tax exemption for the elderly,almost no persons or couples over age 65 today would pay any
additional income tax under the Council's proposal if social
security were their only source of income. For example, if this
provision were in effect in 1979, an aged couple would not be
subject to any additional tax unless its total income, including
the taxable half of its social security benefits, exceeded $7,400
per year. If the couple's only income were from social security,
its benefits would have to exceed $14,800 before any tax would
be payable. This is an amount higher than any couple retiring
at age 65 in 1979 can receive.



Based on 1978 data, the Council estimated that taxing half of the
benefits would affect 10.6 million tax-filing units (those with the high-
est taxable incomes) of the 24.2 million who received social security
cash benefits. On average, the tax increase for these units would be
$350 and the increase in Federal revenues would be $3.7 billion.

Based on the very negative reception this idea received from the
public, its future legislative opportunities for action appear slim;
however, one should note that the House and Senate resolutions passed
in 1980 do not bind future Congresses.

D. THE EARNINGS LIMITATION AND H.R. 5295
Amendments to the Social Security Act passed in 1977 (Public Law

95-216) gradually liberalized the earnings limitation for social so-
curity beneficiaries and replaced the monthly earnings test with an
annual test. Beginning January 1, 1981, beneficiaries over age 65 may
now earn $5,500 before any reductions apply. Those under age 65 may
earn up to $4,080. Any beneficiary earning over these amounts is sub-
ject to a reduction of $1 for every $2 earned over the limit.

Efforts by the 96th Congress to eliminate the earnings limitation
altogether did not succeed; however, several changes to the earnings
limitation were passed as part of H.R. 5295 (Public Law 96-473).

Prior to the 1977 amendments, the earnings limitation test was
applied on a monthly basis. Regardless of annual income, a beneficiary
could receive benefits as long as his or her monthly income did not
exceed one-twelfth of the annual limit. The 1977 amendments removed
the monthly test and replaced it with a stricter annual test, except for
one "grace" year. Under the "grace" year exception, each person is
entitled to apply the monthly test for the first year in which the
individual has a month for which he or she is entitled to a social
security benefit and where in that month, he or she earns less than
one-twelfth of the annual exempt amount and does not perform sub-
stantial services in self-employment.

The elimination of the monthly retirement exception had a number
of unanticipated results. Several classes of beneficiaries were inadvert-
ently harmed by this change, and H.R. 5295 corrected these unin-
tended effects:

-People receiving child's benefits (including student's) and those
under age 62 receiving mother's, father's, or wife's benefits: The
elimination of the monthly test had harsh results for those who
moved in and out of the labor force. Benefits paid earlier in the
year often became overpayments and had to be repaid from
earnings later in the year. For this group, the monthly test is
restored for the year (or each year) in which entitlement ends
and is retroactive to January 1978.

-People who had used their "grace" period before 1978: Benefici-
aries on the rolls before 1978 who had already used a "grace,

. year, were riot entitled to another one. H.R. 5295 allows these
people one year after 1978, and this provision is retroactive to
1978.

-People whose application for medicare benefits unintentionally
trigger the "grace" year: Following the 1977 amendments, a per.



son who was not retiring, nevertheless had to file for cash benefits
in order to establish eligibility for medicare hospital insurance.
Thereafter, if this person had an isolated month with low or no
earnings, his "grace" year would be triggered, and he would not
be eligible later for using the monthly test when he actually re-
tired. The new law allows people to have both hospital insurance
protection and to reserve the "grace" year for the year of actual
retirement.

-People receiving income from self-employment based on services
performed after entitlement: Under prior law some self-employed
persons (life insurance agents who receive renewal commissions
after retirement, farmers whose leftover crops are sold after re-
tirement, business partners who receive partnership income after
retirement) lost benefits even though they did not work. The new
law excludes from the earnings test self-employment income re-
ceived after the year of entitlement that is not attributable to
services performed after initial retirement.

E. COST-OF-LiviG ADJUSTMENTS (COLA's) AND THE CHALLENGES

TO THE CPI

Since 1975, social security payments have been eligible for automatic
cost-of-living adjustments in the first week of July. Increases are auto-
matic whenever the Consumer Price Index (CPI) of the Bureau of
Labor Statistics for the first calendar quarter of the current year ex-
ceeds the CPI for the first quarter of the previous year by at least 3 per-
cent. The COLA for 1980 was 14.3 percent. The new benefit rates of
July 1, 1980, resulting from this adjustment increased payments na-
tionally by $1.3 billion per month for 35.3 million persons. When esti-
mated new beneficiaries are added in, the estimated fiscal 1981 cost to
the trust funds will be $16.8 billion. Viewed in another way, each 1 per-
cent rise in the CPI results in an increase to the budget of almost $1.2
billion for social security benefits.

The 14.3-percent increase brought the following average monthly
jump in benefits for beneficiaries:

New average
benefit per month Increase

Retired worker:
Men. ..-.. . ..------------------------------------------------------ $376.08 $47.11
Women.-----------------.. . . . . ------------------------------------ 294.23 36.87

Disabled worker:
Men ---------------------------------------------------------- 405.21 81.01
Women ----------------------------------------------------- 296.00 37.22

Spouse of retired worker -------------------------------------------- 170.30 21.34
Widow/widower not disabled ------------------------------------------ 309.42 38.77

The average worker living alone (including men and women) now
receives $330 per month (up $41). The average aged couple (both
receiving benefits) receives $563 (up $70).

With social security COLA's resulting in budget increases of $16
billion and more, it was not surprising that this process and its measur-
ing device, the CPI, were under close scrutiny by Congress and the



administration. However, early suggestions by the administration to
"cap" the CPI increase at 85 percent (or lower) met stiff resistance.

The growing cost and importance of the social security COLA has
raised several concerns: (1) Is it fair to give such large increases, 14.3
percent to nonworkers, when the comparable increase in wages (about
9.6 percent in 1980) is less for the workers whose taxes support the
system? (2) Is the CPI the appropriate measure for adjusting benefits
for inflation? (3) If the CPI is kept as the measuring device, should it
be adjusted to reflect more accurately the true rate of inflation?

Many economists have argued that the CPI overstates the rate of
inflation. How homeownership is measured lies at the center of this
debate. For CPI purposes, the buying of a home and the costs of main-
taining it are treated no differently than any other type of purchase.
In fact, the price of a home and the cost of financing it make up almost
18 percent of the CPI. Critics of the CPI argue that most people do
not purchase homes frequently. Therefore, the relative weight given
to these costs distorts the inflation experience encountered by the
typical consumer.

With a more conservative administration and Congress, it is almost
certain that the issue of social security COLA's and the appropriate-
ness of using the CPI will receive a great deal of attention in 1981.

F. PRESIDENT'S COMMISSION ON PENSION POLICY: INTERIM REPORrs
AND SOCIAL SECURITY

During 1980, the President's Commission on Pension Policy issued
two interim reports which made several recommendations affecting
social security. Created in 1978, the Commission is conducting a 2-year
study of the Nation's retirement income policies.

The Commission's first interim report was released in May and in-
cluded several tentative recommendations bearing directly on social
security (see private pension section below for other recommenda-
tions). Perhaps central to their early analysis was concern over the
development of a "two-class system of retirement in this country."

In announcing the first interim report, Commission Chairman C.
Peter McColough (chief executive officer of Xerox Corp.) stated:

One class of retirees does fairly well in retirement because
they receive pension benefits from their employer, if he main-
tains a pension plan, and they also receive a social security
check. The other class of retirees exists at or near the poverty
line while relying almost exclusively on social security.

The May recommendations included the following:
-Contributions to and benefits from social security should receive

the same tax treatment as do those of other retirement programs.
This proposal would mean that income taxes on contributions to
social security eventually would be deferred and benefits from
social security would be counted as income subject to taxation.

-If the Commission recommendation on tax treatment of social se-
curity benefits is adopted, then the social security earnings test
should be removed. The Commission staff was asked to study the
cost implications of eliminating the test.



-After an appropriate transition period, the social security system
should use an earnings sharing approach with at least some in-
heritance of a deceased spouse's credits by the survivor.

-The Commission expresses strong sentiment in favor of extend-
ing social security coverage to all new workers who otherwise
would not be covered, but the staff is to present data showing the
effects of alternatives to universal coverage that would remedy the
windfall benefit and gap problem.

-The normal retirement age for social security should not be raised
now out of recognition that there is a social contract with work-
ing people today who are approaching retirement age. However,
the Commission has seriously considered whether the social con-
tract with future generations of retirees should be changed and
concludes that it is preferable to set the normal retirement age in
terms of the proportion of adult life to be spent in retirement
rather than in terms of an arbitrary age.

In their second interim report issued in November, the Commission
repeated their concern over the "two-class" system of retirement and
supported the principle that "a balanced program of social security,
employee pensions, and individual savings should be available to all
workers." Several disturbing facts were highlighted in the Novem-
ber report:

-In 1978, the average income of those age 65 and over receiving
only social security was $5,556 for married couples and $2,688 for
single persons.

-In 1978, the average total income for those with employee pen-
sions was $10,000.

-Only 42 percent of all private sector workers are protected by
pensions in their current jobs.

-A meager 23 percent of all private industry employees are ac-
tually eligible (vested) for pension benefits.

Major recommendations from the second report were:
-A normal retirement age of 68 should be phased in over a 12-year

period beginning in the year 2000. This change should be adopted
now to provide advance warning to younger workers that there
will be a gradual move upwards.

-Social security benefits, once received, should continue to be fully
adjusted to increases in prices. A separate price index for the
elderly might be more appropriate. The Commission rejects in-
dexing benefits by wages instead of the CPI, and it rejects only
partial indexation (or capping).

The Commission rejected proposals to switch from wage indexing
to price indexing in determining initial benefits; to change the current
deferred retirement credit (now set at 1 percent and growing to 3 per-
cent in 1982) ; and to separate explicitly the adequacy and equity func-
tions of social security.

G. REPORT OF UNIvERsAL SOCIAL SECURITY COVERAGE STUDY GROUP

Created by the 1977 amendments to the Social Security Act, the
Universal Coverage Study Group was charged by law to examine the



feasibility and desirability of extending social security coverage to
uncovered employees of Federal, State, and local governments and of
nonprofit organizations.

Issued on March 24, 1980, the final report contained no specific
recommendations, but it did provide a careful analysis of a variety of
alternatives including their costs and benefits. Four major options
were discussed in the report, and they are summarized below:

MANDATE COVERAGE

Social security coverage would significantly improve the
protection provided to public employees and their depend-
ents against income losses caused by disability or death. It
would also guarantee that at least some percentage of antic-
ipated retirement income would be fully portable from job
to job throughout a career. In addition, many State and local
government employees would benefit from higher adjustment
of their pensions to compensate for cost-of-living increases
when they are no longer working.

Against these advantages, many employees express concern
that the relatively generous retirement income from their
public retirement systems would be threatened by any pro-
posed coordination with social security coverage. However,
under options that are developed later in another part of
the report, many employees would reap the benefits of man-
datory coverage and would receive retirement income equal
to or greater than the income they would have received under
the current system.

Mandating social security coverage for all employment
would resolve the windfalls and gaps issues most effectively.
Initially, however, mandatory coverage on an incremental
basis might be preferred. If so, several possibilities for cov-
erage exist.

Coverage could be extended to all or only one of the major
noncovered sectors, ani directed toward only new employees
or to all or some of the current workers within those sectors.
Congress could choose to mandate coverage immediately for
one group but to phase it in for the others.

Moreover, Congress could select different methods of man-
dating coverage for different groups.- For example, Congress
might extend coverage to Federal employment; both the
Government and Federal workers would pay the payroll tax.
In extending coverage to State and local employees, however,
Congress 'might decide-either on the basis of constitutional
implications or on the basis of one government's respect for
another's jurisdiction-not to require State and local govern-
ments to pay the employer's share of the tax. Coverage could
then be extended to these employees by treating their social
security payments the way payments of self-employed in-
dividuals are treated. This might require a revision of the
self-employment tax to prevent the creation of new inequities.



INCREASE INCENTIVES FOR VOLUNTARY COVERAGE

Another option is to establish more widespread coverage
through voluntary participation. Pragmatically, this option
is relevant only to State and local governments and to pri-
vate, nonprofit organizations. If Congress approved coverage
for Federal employees, directly implementing coverage would
be more sensible than encouraging voluntary participation.

Voluntary coverage could be encouraged if social security
revenues were raised by means other than, or in addition to,
the payroll tax. General revenues, a value-added tax, and reve-
nues from a "windfall profits tax" on oil companies have been
suggested as potential sources of funds for the social security
program. Because the burden of these other taxes would fall
equally on covered and noncovered workers, incentives for vol-
untary participation would increase.

If these other sources of revenue were applied to the pro-
gram, however, the effects would extend well beyond man-
datory coverage issues. Assessing the desirability of the other
effects was beyond the scope of the study group's charter.

Making revenue-sharing funds contingent on voluntary so-
cial security coverage would be one possible incentive ap-
proach. Revenue sharing now amounts to roughly 2 percent
of State revenues. But social security coverage may increase
total employer-employee retirement system costs by as much
as 5 to 10 percent of State and local governments payrolls.
Because retirement systems are not always coterminous with
units of government eligible to receive revenue-sharing funds,
administering this incentive would be difficult.

Another approach would tie Fede grants-in-aid to social
security coverage by requiring all employment subsidized by
the grants to be covered. If social security coverage is in the
national interest, justifying Federal subsidies of noncovered
employment is difficult. The problem with this approach is
that the ultimate efects might be felt not by State and local
employees but by the persons the grant programs are designed
to assist.

REDUCE GAPS AND UNDESIRABLE SUBSIDIES

A third option constitutes an entirely diferent approach.
It would seek to reduce the problems without requiring cover-
age. Insurance gaps, windfalls, or both could be reduced with-
out full coverage in several ways:

-A system for transfer of retirement credits could be es-
tablished between social security and noncovered retire-
ment systems. This action would help reduce coverage
gaps for most individuals who leave noncovered employ-
ment.

-A minimum level of protection could be required by im-
posing mandatory minimum standards on noncovered re-
tirement systems. This action would at least partially
eliminate coverage gaps.



-The social security benefits of individuals with periods
of noncovered employment could be adjusted to remove
or reduce windfall benefits.

-The option to withdraw from social security currently
available to State and local government employees could
be eliminated. Although tins action would not reduce
the current gap or windfall problem, it would help pre-
vent it from worsening.

MAINTAIN THE STATUS QUO

The final option is to do nothing, to maintain the status quo.
The study group found no support for continuing the status
quo in regard to windfalls, and no organization claimed that
its members had a right to gain future windfalls. If there were
no transitional costs associated with achieving an equitable
distribution, maintaining the status quo would hardly be
considered.7

H. UNEMPLOYMENT COMPENSATION OFFSET TO PENSIONS

On April 1, 1980, legislation went into effect that required all States
to "offset," or reduce, any unemployment compensation benefits re-
ceived by any person who is also receiving a government or private
pension, including social security. The unemployment compensation
benefit must be reduced dollar-for-dollar by the amount of the pension
benefit.

In 1976, the 94th Congress, responding to reports of a variety of
abuses of the unemployment insurance program during the 1973-74
recession, enacted legislation to correct such abuses (Public Law 94-
566). One element of this legislation-an amendment to section
3304(a) of the Internal Revenue Code of 1954-was enacted to require
that older workers who had retired from the labor force should not be
eligible for unemployment compensation benefits in addition to their
retirement benefits. However, later legislation (Public Law 95-19)
delayed the effective date of the offset until April 1, 1980. The delay
was at least in part designed to provide time for the National Unem-
ployment Compensation Commission to study the issue and present
its findings and recommendations to Congress.

As the effective date drew near, renewed opposition to the offset
grew. The 1976 law had not considered carefully the retiree who must
return to the labor force because his or her inflation-eroded pension is
not sufficient to live on. After returning to work, the unretired worker
typically earns new unemployment compensation rights. When this
retired-but-working-again older person becomes unemployed, the
argument can be made that he or she should not have the newly earned
unemployment compensation reduced by some previously earned pen-
sion benefit.

In sum, many individuals earn rights to pension benefits from one
job and rights to unemployment compensation from a second or later

R This analysis, taken directly from the report, was prepared by the Congressional
Research Service as part of a "Summary of Recommendations and Surveys on Social
Security and Pension Policies," an information paper by the U.S. Senate Special Committee
on Aging, October 1980, pp. 29-31.
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job. Consequently, in early 1980, both the House and the Senate passed
bills which would have modified or eliminated the required offset,
but differences between the two bills could not be resolved in time,
and the 1976 legislation went into effect on April 1, 1980.

In July-August 1980, Senators Chaffee and Bradley proposed the
already passed Senate version of the bill as an amendment to the pend-
ing ERISA multiemployer pension reform bill (S. 1076). Strong dif-
ferences existed, however, between the House and Senate versions of
the unemployment compensation amendment.

In fact, although the House and Senate were in virtual unanimity
over the ERISA bill itself, disagreement over the unemployment com-
pensation amendment threatened passage of the whole legislative
package.

Finally, a compromise remedy to the offset was passed in September
1980, as part of the ERISA reform legislation (Public Law 96-364).
The offset (or reduction) of unemployment benefits by the amount of
any pension is now required in the United States only in those cases
where the pension is established by the "base period employer"-that
is, the employer responsible for the unemployment compensation bene-
fit. The "base period" is typically defined by the States as the 12-month
period that precedes the day the individual filed for the unemployment
compensation.

In short, the States must continue to apply the offset if, in fact, the
same "base period" employment would result in both a pension and
an unemployment insurance benefit. If the post-retirement work for
the same employer does not affect either the eligibility for, or the
amount of, the pension, however, the States are not required to make
the offset. Also, if the two benefits are not produced by the same "base
employment," no offset is required.

The situation is more complex with respect to social security, since
two different employers are each likely to have contributed to the same
pension system, in this case social security. As a consequence, the new
offset rules allow the States-if they choose-to reduce the required
offset by an amount equal to any contributions the employee made to-
ward the pension. In the case of social security, where employers and
employees contribute equal amounts, States may limit the offset to
one-half of the amount of a social security pension received by the
individual who also qualifies for unemployment compensation benefits.

It should be noted that unemployment compensation is a State pro-
gram and the new Federal legislation only requires the State to re-
duce the unemployment compensation by half of the social security
benefit. The State may, however, reduce the unemployment by the
entire amount of the social security benefit if it so decides.

I. OTHER ISSUES

1. LIMITATION ON PAYMENT OF RETROACTIVE SOCIAL SECURITY BENEFITS

Prior to passage of the Omnibus Budget Recoficiliation Act of 1980
(Public Law 96-499), social security benefits could be paid retroac-
tively for 12 months, if eligibility were determined. The Reconciliation
Act reduced the retroactive provisions to a period of 6 months prior to



the month in which application for benefits is made. Benefit applica-
tions for disabled workers, their dependents and disabled widow (er) s,
however will continue to be made retroactively for 12 months.

2. WITHDRAWAL FROM SOCIAL SECURITY COVERAGE

Faced with growing concern over the increasing number of termina-
tions of participation in social security by State and local govern-
ments, the Committee on Aging published an information paper en-
titled: "State and Local Government Terminations of Social Security
Coverage" (December 1980). Prepared with the assistance of the So-
cial Security Administration, this paper updates an earlier study re-
leased by the committee in September 1976, entitled: "Social Security
Coverage: The Impact on State and Local Government Employees."
The new report provides an objective assessment of the arguments for
and against social security, and it includes an analysis of the with-
drawal of the State of Alaska from coverage, as well as a dollars and
cents look at the value of social security.

In announcing the release of the paper, former committee Chairman
Lawton Chiles stated:

Anyone considering the option of terminating social se-
curity coverage should weigh the pros and cons very carefully.
It is my hope that this paper will prove valuable to all those
who are faced with this important decision.

II. PRIVATE PENSIONS

The most significant developments in the area of private pensions
included efforts to strengthen multiemployer pension plans and the
tentative recommendations of the President's Commission on Pension
Policy.

A. ERISA AND MULTIEMPLOYER PENSION PLAN TERMINATION

INSURANCE

After long debate and many delays, Congress finally succeeded in
passing legislation to tighten funding requirements and reduce govern-
ment liability for 2,000 multiemployer pension plans covering 8 mil-
lion workers.

In 1974, Congress enacted the Employee Retirement Income Se-
curity Act (ERISA). As part of this legislation, Congress created a
self-insurance program to guarantee promised pension benefits for
employees covered by single-employer and multiemployer plans.
Multiemployer plans are pension plans which are the subject of col-
lective bargaining between employers and unions and to which more
than one employer contributes.

Workers in such industries as trucking, coal mining, retail food,
construction, and entertainment are frequently covered by multiem-
ployer pension plans under terms of their union contracts. Under
ERISA, such plans may not defer funding or reduce benefits to
retirees even if employment in their industries declines.

If employment does decline, both employers and. employees must
raise their premiums to continue funding benefits for workers who



30
have retired, or withdraw from the plans altogether. Because of eco-
nomic and demographic developments since 1974, employers and ac-
tive workers in some multiemployer plans are paying a very high price
to maintain the often meager benefits of a growing number of retirees.

Because ERISA provided little incentive for companies to retain
membership in ailing plans, a mass exodus was possible once the guar-
antees under ERISA became effective. At that point, ailing companies
could shift their pension burden to the Pension Benefit Guarantep
Corporation (PBGC), the insuring agency created by ERISA, and
thus avoid leaving their retirees without any income. One estimate by
the PBGC indicated it might have to fund as much as $4 billion in
benefits if all troubled multiemployer pension plans folded-a sum far
in excess of its assets. The guarantee corporation is financed through
employer-paid premiums, and if too many claims push it into bank-
ruptcy, the taxpayers would have to bail it out.

In recognition of the fact this legislation might need a series of
revisions before becoming operative, Congress deferred the mandatory
insurance covering multiemployer pension plan benefits until May 1,
1980 (Public Law 96-24). Until that date, the PBGC had discretion
to undertake the payment of pension benefits to employees covered by
terminated multiemployer plans.

As the date for implementing the provisions of insurance covering
multiemployer plans drew near, concern grew that if the provisions
of ERISA became effective for multiemployer plans on a mandatory
basis, the PBGC would immediately be inadequately funded for pur-
poses of covering anticipated plan terminations. Clearly, some action
needed to be taken.

At the request of the administration, H.R. 3904 and S. 1076 were
introduced in the House and the Senate. These proposals were designed
to replace the multiemployer pension plan termination insurance pro-
visions of ERISA. After several delays, an amended version of H.R.
3904 was signed into law on September 26, 1980 (Public Law 96-364).
Among the many provisions of this complex bill were the following
major changes:

-Definition of multiemployer plan: The definition is changed to
provide that a multiemployer plan is a plan to which two or more
unaffiliated employers contribute pursuant to collective bargain-
ing agreements. Because the old definition required that no
employer contribute more than 50 percent of the total plan contri-
butions and that the plan not provide for certain benefits to be
canceled when an employer stopped contributing, some plans
previously determined to fall outside the definition now are sub-
ject to the multiemployer plan provisions.

-- Definition of insurable event: The new law changes the insurable
event from the termination of a plan to insolvency. The PBGC
is required to provide financial assistance to insolvent multiem-
ployer plans (whether or not terminated) where the assistance is
needed to enable the plans to pay basic benefits.

-- Higher insuranee premiums: The new law provides that the an-
nual per-participant premium for multiemployer plans is to
increase from the present $0.50 to $2.50 over a 9-year period to



assure that the PBGC will have sufficient assets to pay benefits up
to the guarantee level for those plans that do become insolvent.

-Troubled plan: The law now places certain financially troubled
plans in a status of "reorganization." Once a plan enters reorga-
nization, a minimum contribution requirement, which usually re-
quires an increase in employer contributions, applies to the plan.
The minimum contribution requirement is phased in to protect
employers against very large increases in contributions for a plan
year. In the case of a plan considered overburdened because it has
a high proportion of retirees, the additional funding required
under the minimum contribution requirement is reduced by an
overburden credit.

-Benefit reductions: Trustees of multiemployer plans in serious
financial difficulty may reduce or eliminate benefit increases that
have been in effect for fewer than 5 years.

-Benefit guarantees: The act includes special benefit guarantee
levels for multiemployer plans. Benefits under plans that met cer-
tain funding requirements in the 10 years preceding the effective
date of ERISA's funding rules are guaranteed at a higher level
than benefits under plans that did not meet those requirements.
For the former plans, monthly benefits are guaranteed at the rate
of 100 percent for the first $5 of the benefit and 75 percent of the
next $15. Guarantees for the latter, underfunded plans are set at
100 percent of the first $5 of monthly benefits and 65 percent of
the next $15.

-Supplemental guarantees: The act directs PBGC to set up a
supplemental guarantee program which would allow multi-
employer plans that meet certain qualifications to pay an addi-
tional insurance premium and obtain greater benefit guarantees.

-Delinquent contributions: The act strengthens the ability of
trustees to collect delinquent contributions by making the
employer's duty to contribute to the plan an obligation under
ERISA. Plans that prevail in court actions to recover delinquent
contributions will be entitled to receive court costs, attorney fees,
interest, and liquidated damages as well.

-Withdrawing employers: The law now institutes liability for
employers who withdraw from plans that have unfunded vested
liabilities. A withdrawing employer's liability is its fair share
of the plan's total unfunded vested liability and is to be paid
back to the plan in annual installments for'a period not exceed-
ing 20 years.

An amendment offered by Senator Pete V. Domenici provides a
"grandfather clause" for present pensioners and those very near
retirement who would find it very difficult to make alternative pro-
vision for financial security in retirement:

For people who, on July 29, 1980, were (a) receiving
pensions, or (b) vested and within 3 years of normal retire-
ment age, benefits at the level in effect on that date are guar-
anteed up to the limits for single-employer plans (currently,
$1,159 a month). That provision does not apply if the plan
terminates by mass withdrawal.



B. PRESIDENT'S COMMISSION ON PENSION POLICY MAKES INTERIM
. . RECOMMENDATIONS

As discussed above in the section on social security, the President's
Commission on Pension Policy issued two 1980 interim reports (in
May and in November). Besides their recommendations on social
security, the Commission made several proposals aimed at improving
the private pension system in the United States.

Perhaps their most far-reaching suggestion was that "serious con-
sideration should be given to the establishment of a minimum advance-
funded pension system. Such a program could be thought of as an
advance-funded tier of social security that would permit contracting
out to pension plans that wanted to meet its standards or as a uni-
versal, employee pension system with a central portability clearing-
house."

In announcing their first set of recommendations, Commission
Chairman C. Peter McColough, who is also chief executive officer of
Xerox Corp., pointed out:

More people are expected to live longer in retirement in
future years. Therefore, the problems associated with our
enormous pension prograns in this country will increase.
Steps must be taken soon to address the issues and design
solutions to our difficulties in the area. We are convinced of
the need for a comprehensive U.S. pension policy.

Other recommendations issued by the Commission included:
-The replacement of preretirement disposable income from all

sources is a desirable retirement goal.
-The greatest emphasis should be placed on expanding pension

coverage rather than providing full inflation protection to some
at this time.

-The tax treatment of employee and employer contributions to
pension plans and earnings on these contributions should be the
same.

-The concept of a tax credit for low- and moderate-income people
to encourage individual retirement saving and employee con-
tributions to plans should be given serious consideration.

III. PUBLIC PENSIONS

A. CIVIL SERVICE RETIREMENT

1980 was not a quiet year for civil service retirees. In addition to
rising concerns over the possibility of some type of merger with the
social security system, retired civil service workers were also forced
to fight off very serious attempts to remove their twice yearly cost-of-
living adjustments (COLA's).

The question of "universal coverage," or bringing civil service
employees under the social security system, received much attention
when the Universal Social Security Coverage Study Group released
their final report in March 1980. However, since the Carter adminis-
tration announced shortly thereafter that they had no plans to take
any action, it soon became clear that no serious legislative effort to



enact any form of universal coverage was likely in the remaining
days of the 96th Congress. With a new administration entering in
1981 and with the elections of 1980 over, renewed interest in universal
coverage could emerge.

The issue of reducing to once per year, the twice yearly COLA for
Federal, postal, and military retirees was a quite different matter.
Originating as part of the Carter budget requests for fiscal year
1981, the move to reduce the twice yearly COLA's was successfully
engineered through both the House and Senate Budget Committees.

The move to reduce the COLA's was carefully designed to be part
of the mammoth Budget reconciliation bill. Thus, by combining it
with a large number of additional cutbacks, legislators were voting
to balance the budget by voting for the whole "package" of bills. The
many interest groups lobbying to retain their twice-yearly COLA's
were naturally anxious to devise a way to force a vote on the COLA
issue alone.

After several setbacks in attempting to execute this strategy, their
efforts were finally successful. In late August, before the final recon-
ciliation bill was scheduled to go to the House floor for a vote, sup-
porters of the twice-yearly COLA were able to garner enough votes
in the House Rules Committee to permit introduction of an amend-
ment on the floor forcing a yes or no vote on the COLA issue. The
amendment to retain the double COLA (introduced by Representa-
tive Robert Bauman of Maryland) easily won by a vote of 309 to 72.

Largely as a result of this vote, Senate and House conferees eventu-
laly eliminated any reference to the twice-yearly COLA issue in the
version of the Budget Reconciliation Act of 1980 (H.R. 7765).

B. "LooK BACK" AND "PRORATONING"

In its final version, H.R. 7765 (Public Law 96-499) did make two
alterations affecting the manner in which initial benefits for civil
service retirees are calculated.

For several years, upon retirement, civil service workers were able
to rely on a provision known as the "look back." The "look back" per-
mitted each retiree to add to his initial retirement benefit the cost-of-
living adjustment most recently awarded to civil service pensioners.
Under the twice-yearly COLA system, each retiree saw his benefits
adjusted each October and each March. Therefore, a worker retiring
in late September could "look back" to the previous March 1 and add
that COLA to his initial retirement benefit.

On top of the "look back," each retiree was eligible for the full
semiannual COLA after he retired. In other words, he could retire on
September 30, receive his benefit, and 1 day later (on October 1) be
eligible for a cost-of-living adjustment--even though he had only been
retired for 1 day. By combining both of these advantageous provisions,
any prospective civil service retiree could carefully time his retirement
to receive two COLA's virtually at once. For example, a worker re-
tiring in 1980 could have timed his retirement to occur on September
30, 1980. By so doing, his initial benefit would have been increased by
6 percent immediately ("looking back" to the March 1, 19802 COLA),
and 1 day later (on October 1, 1980) his new benefit including the 6-



percent COLA would have been increased by 7.7 percent. In short,
although retired for only 1 day, the retiree would have received a
13.7-percent increase to his benefit to keep him even with inflation.
In effect, he would start 13.7 percent ahead of inflation (about 14.2
percent, considering the effect of the second COLA on the first.)

H.R. 7765 brought a halt to both of these practices. The "look back"
is no longer available to civil service retirees, and their first semi-
annual COLA is now prorated. More specifically, for every month
(or every fraction of a month) that a pension was payable prior to the
first COLA, the beneficiary is entitled to one-sixth of the new in-
crease. For example, if a retiree had been retired for 3 months when
the next COLA became effective, he would be eligible for one-half the
increase.

C. RAILROAD RETIREMENT PENSIONS

On January 1, 1981, the retirement payroll tax rate for railroad
employees increases from 6.13 to 6.65 percent. The payroll tax rate
for railroad retirement is the same as for social security and both the
rate and the amount of earnings are subject to the tax increase when-
ever social security taxes rise.

The most central concern of the railroad retirement system is its
fiscal soundness. Reports from the Chief Actuary of the Railroad Re-
tirement Board indicate that, based on updated assumptions, the rail-
road retirement account will become insolvent under current law in
1983, and under more pessimistic assumptions, could run out of funds
early in 1982.

Although efforts in the 96th Congress (notably S. 2979) were un-
successful in shoring up the actuarial soundness of the system it is
expected that Congress will take steps to improve the system as it will
for social security.
In December 1980, Congress passed H.R. 8195 (Public Law 96-582)

which directed both management and labor representatives of the
railroad industry to present joint recommendations.

Specifically, the law states:
No later than March 1, 1981, representatives of employees

and representatives of carriers, acting through a group desig-
nated by them, shall submit to the Senate Committee on
Labor and Human Resources and the House of Representa-
tives Committee on Interstate and Foreign Commerce a re-
port containing their joint recommendations for further re-
structuring of the railroad retirement system in a manner
which will assure the long-term actuarial soundness of such
system.

D. COST-oF-LIVING INCREASES EXTENDED

The federally administered railroad retirement system consists of
two component parts or "tiers." Tier I is designed to be equivalent to
social security, and is financed in the same way. Cost-of-living in-
creases to tier I are automatically applied as they are for social
security.

Tier II is an amount in addition to tier I and is analogous to a
private, employer-paid pension. It is financed by a 9.5-percent payroll



tax paid entirely by the railroad employer. The Railroad Retirement
Act of 1974 provided for four specific cost-of-living adjustments in
tier II. The last of the four specific cost-of-living increases approved
by the 1974 law became effective June 1, 1980. No further increases
were approved.

However, as part of H.R. 8195, Congress approved an additional,
or fifth cost-of-living adjustment, to become effective on June 1, 1981.

E. MIMTARY PENSIONS

Prior to the passage of S. 91 (Public Law 96-402), an offset was
required for survivors entitled to benefits under the military survivor
benefit plan (SBP). Benefits under the SBP payable to a widow age
62 or over, or to a widow under age 62 if she is a mother of one de-
pendent child, were reduced by an amount equal to a social security
benefit computed solely on the basis of her deceased husband's military
record.

S. 91 does not change the requirement for an offset but limits the
maximum amount of the offset to 40 percent of the benefit pa'yable to
the spouse under the survivor benefit plan. The 40-percent ceiling on
reductions in the Department of Defense payments to the survivor
will be of very significant benefit to a substantial number of survivor
beneficiaries.

IV. SUPPLEMENTAL SECURITY INCOME

During 1980, a cost-of-living increase of 14.3 percent was added to
all supplemental security income (SSI) payments effective July 1,
1980. As mentioned previously, social security and SSI checks increase
automatically each year if the Consumer Price Index (CPI) rises by 3
percent or more over a specified period.

As a result of the July increases, the maximum Federal SSI pay-
ments increased as follows:

With 14.3 percent
Old payment increase

individual. . . .. . ..------------------------------------------------------ $208.20 $238
Couple. . . . . . ..-------------------------------------------------------- 312.30 357

It should be noted that most States provide payments supplement-
ing the Federal SSI payment levels for some or all recipients.

H.R. 8406: NEW TRANSFER Or ASSETS RuLE

On December 28, 1980, President Carter signed into law H.R. 8406
(Public Law 96-611) which contains a new "transfer of assets" rule
which penalizes applicants for SSI and medicaid who transfer an
asset for less than fair market value.

The new law amends section 1613(c) of the Social Security Act by
requiring the Social Security Administration to consider as available
any asset of an applicant for SSI which has been transferred for less
than fair market value in the previous 24 months prior to application,



unless the applicant can demonstrate by "convincing evidence" that
the asset was disposed of for reasons other than to obtain eligibility
for SSI. In other words, the Social Security Administration must
presume that the asset is still available, and the burden of proof is on
the applicant to show that the asset was transferred for some other
purpose. Applicants who cannot meet this burden of proof will be
denied eligibility for a 24-month period from the time of the transfer.

Since the Department of Health and Human Services has not yet
issued regulations to implement this new provision, it is uncertain
whether this rule will be applied retroactively. For SSI, the new rule
takes effect on March 1, 1981. For an application filed after March 1,
it is not clear whether the statute permits consideration of transfers,
which occurred prior to March 1, 1981. However, the statute should
not affect applicants who both transfer an asset and apply for SSI
before March 1, 1981.

V. AGE DISCRIMINATION AND MANDATORY
RETIREMENT

Although 1980 was not a year of major breakthroughs in the area
of age discrimination and mandatory retirement, there were some
significant developments. The age of retirement for Foreign Service
workers was raised from 60 to 65; Congress expressed its displeasure
with the policy of restricting consideration of those over 60 for ap-
pointment to the Federal bench; and a significant conflict of inter-
pretation developed between the Department of Labor and the Equal
Employment Opportunity Commission (EEOC) concerning the ac-
crual of benefits for workers who continue to be employed after the
normal retirement age.

A. FoREIGN SERVICE AcT OF 1980

Signed into law by President Carter on October 17, 1980, the For-
eign Service Act of 1980 (H.R. 6790) raised the mandatory retire-
ment age for members of the Foreign Service from age 60 to 65. Retire-
ment benefits are provided for a qualified participant with at least 5
years of service credit under the system, excluding military service.

There are two exceptions to the mandatory age of retirement at 65:
(1) Presidential appointees may continue to serve until their stated
term ends, and (2) in matters of public interest, the Secretary of State
may defer retirement at age 65 for a period up to, but not to exceed,
5 years.

Raising the age to 65 brought additional benefits to Foreign Service
workers. Traditionally, in the case of workers who died or became
disabled and who had not accrued 20 years of service credit for their
retirement, the law provided for automatic accrual of years of credit
equal to the difference between the age of the deceased or disabled
worker and age 60. Under the new act, years of service credit will be
provided to age 65. Thus, for example, a deceased worker at. age 55
would be eligible for an additional 10 years of service credit instead
of 5.



B. CANDIDATES FOR FEDERAL JUDGESIIPS

Nominees for lifetime appointment to Federal judgeships have in
recent years been subjected to a policy which restricted consideration
of possible candidates over age 60. This policy was soundly criticized
by both the House and the Senate during 1980.

The Standing Committee on Federal Judiciary of the American
Bar Association has a policy that states as follows:

An individual 60 years of age or older is not recommended
for an initial appointment to a lifetime Federal judgeship
unless in excellent health and evaluated as "well qualified" or
"exceptionally well qualified." In no event are persons over
age 64 recommended for initial appointment.

The Department of Justice substantially agreed with this policy.
Led by Representative Claude Pepper, chairman of the House Select

Committee on Aging, both Houses of Congress expressed their strong
opposition to this policy. The Senate, version, S. Res. 374, introduced
by Senator DeConcini, passed by a vote of 97-0 on April 1, 1980.
A similar provision, H. Res. 693, introduced by Congressman Pepper,
passed the House on November 17, 1980. The resolutions expressed the
sense of each House that the Standing Committee on Federal Judi-
ciary of the American Bar Association and the Attorney General
should "take all measures necessary to end discrimination against
potential lifetime Federal judges who do not qualify solely as a result
of age barriers."

C. EEOC PROPOSALS To REQUIRE BENEFIT ACCRUALS PAST NORMAL
RETIREMENT AGE

The Equal Employment Opportunity Commission (EEOC) pro-
posed changes to the Labor Department's Interpretive Bulletin on Age
Discrimination in Employee Benefit Plans that would require benefit
accrual and plan contributions for employees who work past the nor-
mal retirement age. These proposals were submitted to the Labor
Department, the Internal Revenue Service, and the President's Com-
mission on Pension Policy on April 25, 1980.

The Equal Employment Opportunity Commission, which assumed
responsibility from the Labor Department for enforcement of the Age
Discrimination in Employment Act (ADEA) in July 1979, proposed
changes to remedy what it viewed as the inequities older participants
experience under the Labor Department's interpretation of the law.

The 1978 amendments to the ADEA raised the mandatory retire-
ment age in private industry from 65 to 70 (Public Law 95-256).
The central question at issue in the EEOC's proposals was whether or
not employees should be required to accrue additional benefits for
employees who continue to work past the normal retirement age.

In short, the Labor Department had said there was no requirement
for accrual (final regulations published in the Federal Register on
May 25, 1979). The EEOC proposal would make four basic changes
in the Labor Department interpretations of the law:



(1) Prohibit employers from excluding from participation in de-
fined benefit plans employees hired within 5 years of normal retirement
age.

(2) Require contributions to defined contribution plans for em-
ployees who work beyond normal retirement age.

(3) Require the crediting of years of service under a defined benefit
plan for years worked after normal retirement age; and

(4) Set up alternatives for actuarial adjustment of benefits for
employees who work past normal retirement age.

Following review by the appropriate Federal agencies, the EEOC
was preparing to vote on the measure on October 21, 1980. However,
a last-minute, 18-page letter (dated October 17, 1980) from Labor
Secretary Ray Marshall to EEOC Chairman Eleanor Holmes Norton
led to a postponement of the vote. By year's end, the EEOC had put
off the issue indefinitely. According to the letter, the Labor Depart-
ment felt that the EEOC's interpretation of the ADEA was con-
trary to the legislative history of the act, and conflicted with some
of the technical requirements of the Employee Retirement Income
Security Act (ERISA).

More specifically, Secretary Marshall argued that employers af-
fected by the proposed changes would be faced with much higher
costs in order to fund the benefits required. In the view of the Labor
Department, the legislative history of the 1978 ADEA amendments
was contrary to the direction proposed by the EEOC. Quoting the
Senate report on these amendments (S. Rept. No. 95-493, 95th Cong.,
1st sess. (1977), pp. 13-16) the Marshall letter said that the ADEA
amendments do not "require the accrual of additional benefits or
the payment of actuarial equivalent of normal retirement benefits
to employees who choose to work beyond the plan's normal retirement
date."

While it remains uncertain what effect the new Reagan adminis-
tration will have on the issues of accrual of benefits after normal
retirement age, clearly the obvious disagreements over legislative
history suggest unlikely changes without some form of congressional
action.

VI. EMPLOYMENT-NEW HEARINGS: "WORK AFTER
65: OPTIONS FOR THE 80's"

Passage of the 1978 amendments to the Age Discrimination and
Employment Act has had a major impact on the issues of aging, work,
and retirement. The mandatory retirement age for Federal employees
was completely eliminated and the age in the private sector was
raised from 65 to 70 (Public Law 95-256). The potential impact of
greater employment of the older worker is significant not only for
today's older worker, but for the future labor force of the whole
Nation.

With the post-World War II baby boom soon to become the senior
boom at the beginning of the next century, it is essential to begin
exploring new ways to stimulate continued employment for older
workers both before and after are 65.

In an effort to shed light on this issue of growing social and economic
importance, the Senate Special Committee on Aging initiated a new
series of hearings on "Work After 65: Options for the 80's."



Despite sweeping changes in the mandatory retirement law i&i 1907,
there is no hard evidence yet to indicate that substantial numbers of
older workers are delaying retirement and working longer.

It is important to bear in mind that, in considering ways of increas-
ing employment opportunities for the older worker, the committee in
no way was suggesting that opportunities for early retirement should
be eliminated or reduced. For many people, early retirement is both
necessary and viable. What is of significant policy concern is that so
few alternatives are currently available.

The primary purpose of this new series of hearings is to learn about
the problems facing older persons who want to continue to work. A
major concern is the future implication of current trends and present
policies. It is the committee's view that new efforts to encourage greater
opportunities for continued employment of older persons will be both
human effective and cost effective.

"Human effective" suggests that we should provide better oppor-
tunities for older workers, both before and after age 65, to follow their
own desires and preferences, to use their skills, experience, and learn-
ing in pursuit of their own financial and psychological independence.

There is a great deal of evidence, from several recent national public
opinion surveys," clearly indicating that many older citizens want to
continue working: Some prefer full-time work, others prefer part-time
employment to supplement their pension and social security benefits,
and some, of course, are perfectly happy with full retirement, which is
their right. But the general preference for expanded work opportuni-
ties is strikingly clear.

The costs of retirement systems are becoming more and more ob-
vious every day. Concern over the financing of the social security
system and the threatened collapse of various pension funds are but
two examples of the cost problem. Over the past several decades,
fewer and fewer older workers have stayed in the active labor force.
According to a Department of Labor study in 1947, 48 percent of
male workers age 65 and older were in the labor force, a percentage
which declined to only 22 percent by 1974. Estimates made prior to
the 1978 amendments projected that such participation would drop
to 19 percent by 1990.

A growing older population, combined with increased longevity and
less and less labor force participation, means an escalating reliance
on social security and pension systems, which are already under great
financial pressure. What better way is there to ease this problem than
by recognizing that millions of older persons prefer to work, and
by encouraging job opportunities for them?

The first two hearings in the series were held in Washington, D.C.,
on April 24, 1980, and May 13, 1980, respectively. On the first day
the committee heard from a panel of distinguished experts concern-
ing the economics and the psychology of the older worker. The second

8National Council on the Aging. "The Myths and Realities of Aging In America" (Wash-
ington,.D.C., 1974) ; Johnson & Higgins, "Study of American Attitudes Toward Pensions
and Retirement: A Nationwide Survey of Employees, Retirees, and Business Leaders"
(New York: 1979) ; Social Security Advisory Council, "A Nationwide Survey of Attitudes

Toward Social Security" (Washington, D.C.: 1980) : President's Commission on Pension
Policy, "Preliminary Findings of a Nationwide Survey of Retirement Income Issues"
(Washington, D.C.: 1980); NRTA-AARP, "DataGram": A Periodic Publication of the
National Retired Teachers Association-American Association of Retired Persons, 1980.
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hearing heard an equally distinguished panel of corporation presi-
dents and vice presidents whose companies have had successful ex-
periences with older worker policies.

Despite the somewhat different backgrounds and orientations of
various witnesses at these two hearings, two general themes emerged
throughout their testimony. These two themes also represent conclu-
sions which appear to have the support of all the witnesses.

First, there is great value both to the worker and to the employer
in encouraging employment opportunities for the older worker. While
older employees obviously gain from increased income, there is a sub-
stantial psychological benefit that is also produced. The older person
who desires to work and finds a suitable job has a much more positive
feeling about himself and a stronger sense of contribution to his
employer and to his community.

Employers who have been in the forefront on this issue, which
include the four companies that testified at the second hearing, report
no great problems or ill effects from allowing older employees to
remain on the job. On the contrary, the witnesses consistently
remarked that their older employees were among their most loyal-and
productive workers. Companies such as Polaroid and Bankers Life
& Casualty, which have never had mandatory retirement, are not over-
run by thousands of old workers of declining competence. In fact, the
corporate witnesses report just the opposite: A self-selection process
has evolved in which the less healthy and less motivated employees
are typically the first to want to retire, and the competent, motivated
employees are the ones who often choose to stay on.

The second major conclusion to emerge from hearings is that older
workers are the victims of myths and stereotypes. Dr. K. Warner
Schaie, a psychologist who is director of the Gerontology Research
Institute of the Andrus Gerontology Center at the University of
Southern California, reported results from his 21-year longitudinal
study of age changes in competence and learning ability. He con-
cluded that there is no evidence of systematic across-the-board poor
health, higher accident rates, lower productivity, reduction in learning
ability, or lowered value of retraining as a consequence of normal
aging.

At earlier Committee on Aging hearings on "How Old Is Old? The
Effects of Aging on Learning and Working," this point was stressed.
Carl Eisdorfer, M.D., Ph. D., of the University of Washington School
of Medicine, pointed out:

It is difficult for us to come up with conclusions because one
of the few truisms about aging is that the older you get, the
larger the variance in the population. That means we have a
problem arriving at significance because dealing with statis-
tics means incorporating the variation in the data. On the
other side, it means that while a lot of older persons are show-
ing a lot of deficit, there are also a lot of others that are show-
ing relatively little, if any, deficit. That wide span is a very
important concept.9

#U.S. Congress. Senate. Senate Committee on Aging. Hearing on "How Old Is Old? The
Effects of Aging on Learning and Working," Apr. 30, 1980, Washington, D.C. (Senator
John Glenn prealding), p. 10.



Reubin Andres, M.D., of the National Institute on Aging, agreed:
There is no adult plateau period during which no aging

decrements occur. Even 30-year-olds cannot perform as well
as 20-year-olds in many of the tests that are done. A second
truism is that variability in functions in system after system
is remarkably large, so that there are some elderly people who
perform quite as well as average middle-aged adults on spe-
cific tests, and conversely some middle-aged adults who in cer-
tain specific ways resemble an average elderly person. 0

Ironically the four corporate witnesses at the second hearing agreed
that a major obstacle to the employment of the older worker is the per-
sistence of the very myths that the scientific research has shown to be
false. Harold Page, vice president for personnel of Polaroid, stated
bluntly that "our observation is that the story that older workers have
poor attendance is purely a myth." As to accidents, Gerald Ma ire
vice president of corporate services for Bankers Life & Casualty of
Chicago, said that "our compensable time lost is about somewhere be-
tween a third and a fifth for the older worker as opposed to the regular
worker." It is relevant to again note in this context that neither Polar-
oid nor Bankers has ever had a policy of mandatory retirement.

Why do such myths persist? One answer is that the phenomenon of
the older worker on a large scale is relatively new, and is getting grow-
ing attention as the legal barriers to older employment have di-
minished. Another, perhaps more direct answer was given by C. Peter
McColough, chief executive officer of Xerox, and Chairman of the
President's Commission on Pension Policy. He said that for many cor-
porate executives there has been a reluctance to look at the entire prob-
lem. "It is like a lot of things in our society-until you really focus in
on something you don't understand it."

One of the most direct statements of corporate experience refuting
the negative stereotypes of the older worker came in the third hearing
held in Orlando, Fla., July 9, 1980. George Tschudi, personnel man-
ager of the Grumman Aerospace Corp. facility in Stuart, Fla., de-
scribed his experience in rehiring his company's own retirees. When
asked about the stereotype of the older worker as accident-prone, ab-
sence-prone, and unable to benefit from retraining, Mr. Tschudi said
that none of those conditions held true in his experience. In fact,
Grumman's experience was just the opposite: "Our retired employee
who comes back to work has a consistently better attendance record
than our regular employees," and "some of these people have done as
well or better than some of the people who were younger and being
trained for that same task." In sum, Mr. Tschudi agreed it was good
"bottom line" corporate management practice for Grumman to retain
older employees for a longer time, and to rehire retired employees.

Clearly one of the important conclusions to emerge from these
hearings is the need to inform the public, as well as private and public

10 Ibid, p. 5.



employers more generally, that these negative stereotypes are indeed
myths and are supported neither by research evidence nor by the ex-
perience of many employers. Yet it is important to note again that this
orientation does not suggest that normal retirement, or even early
retirement, should be withheld from those workers who so choose it.
For those millions of older persons who have expressed either the
desire not to retire or a preference for partial retirement combined
with part-time employment, it is clear that planning must be initiated
to explore the various options.

It is also apparent that such exploration must be started sooner
rather than later. As Karl Kunze, chairman of the National Institute
on Age, Work, and Retirement of the National Council on the Aging,
said in the first hearing, "stereotypes about older people and their
capabilities took decades to work themselves into our consciousness
and they will not be excised overnight."

The creation of work opportunities, as witnesses pointed out, often
requires an innovative examination of the older worker within the
work situation. As Dr. Schaie noted, the particular strengths of the
older worker can be maximized, and weaknesses minimized, when em-
ployers make some effort to match the worker with the job.

That such is possible was described by Jerome Rosow, president of
Work in America Institute, Inc., and a former Assistant Secretary of
Labor. Mr. Rosow described a study by his institute which surveyed
170 organizations, and which produced case studies of 69 innovative
older worker programs in organizations representing over 2.5 million
employees. He described six general types of innovative approaches to
older worker employment which were identified in organizations in-
cluding employers in both the public and private sectors. The six types
are: Part-time work, phased retirement, second career training, job
redesign, reentry workers, and older worker oriented job-finder
organizations.

A major outcome of these hearings, then, is the evidence that one
of the primary obstacles to the employment of the older worker is a
set of negative myths and stereotypes denigrating the older worker's
ability to function effectively. As several of the witnesses said, one
major response would be a program of education and incentives aimed
at employers to encourage the development of options for the older
worker.

The general policy response to this set of issues must be located in
cooperation between government and employers. New government
employment programs, in an era of increasing budget consciousness,
are less and less likely or desirable. Therefore, to reverse or slow down
recent trends toward early retirement, and to promote and make avail-
able options for a longer worklife for older persons, the major thrust is
likely to be in some form of partnership between government and pri-
vate industry. The contours of such a cooperative arrangement will be
a continued focus of the committee in future hearings.

In conclusion, the hearings suggest that Congress has a responsi-
bility to follow up on its success in limiting the discriminatory prac-
tices of mandatory retirement. Even if all age-based mandatory retire-
ment becomes legally prohibited, the Congress still has the respon-
sibility of encouraging a social and economic environment in which



employers hire the older worker-In short, to paraphrase Pension Com-
mission Chairman McColough, encouraging increased work force par-
ticipation by older persons through more availability of full-time and
part-time employment opportunities must become a matter of national
policy.

73-264 0 - 81 - 7



Chapter 3

FEDERAL HEALTH PROGRAMS

CHAPTER HIGHLIGHTS

A continued emphasis on finding ways to control the escalating
costs of Federal health programs eclipsed efforts to significantly ex-
pand Federal health benefits for the elderly. Some liberalization of
medicare benefits was passed by Congress, primarily in home health,
but tighter administrative controls were also required.

Committee on Aging hearings entitled "Aging and Mental Health:
Overcoming Barriers to Services" resulted in a number of amend-
ments to the Mental Health Systems Act to improve community
mental health services to the elderly, although legislation to ease re-
strictions on medicare coverage for mental health services did not
pass Congress.

I. MEDICARE: THE DILEMMA OF RISING COSTS
AND INCREASING GAPS

Overall national health spending continues to rise at a rapid rate,
with a significant portion paid by medicare. At the same time, older
Americans face continued increases in out-of-pocket health care pay-
ments. The 96th Congress passed a number of medicare amendments,
including significant expansions of medicare reimbursement for home
health services, but other medicare reforms strongly supported by
the elderly and major aging organizations were dropped during final

congressional deliberations in an effort to cut overall program costs.

A. COST OF HEALTH CARE: 1979 AND BEYOND

Total national health expenditures, public and private, for calendar
year 1979 reached $212.2 billion, an increase of 12.5 percent over 1978
expenditures.' Total national expenditures are projected to be $245
billion in 1980, and at current spending trends, reach $758 billion
by 1990.

The largest portion of total expenditures are for hospital care: $85.3
billion in 1979, estimated to be $97 billion in 1980, and projected to
reach $335 billion by 1990. Total public expenditures for hospital care
in 1979 were $47.7 billion. Medicare's portion of these public expendi-

'The Health Care Financing Administration prepares an analysis of national health
expenditures each year. The most current figures available are for calendar year 1979.
All expenditures for 1979 cited in this section are from "National Health Expenditures,
1979," Health Care Financing Review, summer 1980. Estimates for 1980 and future years
are from "Projections of National Health Expenditures: 1980, 1985, and 1990, "Health
Care Financing Review, winter 1980. Office of Research, Demonstrations, and Statistics,
Health Care Financing Administration, U.S. Department of Health and Human Services.
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tures was $21.7 billion, or 25 percent of all personal health care pay-
ments made to hospitals.

Payments for hysicians' services comprise the second largest cate-
gory of total pu lic and private national health expenditures: $40.6
billion in 1979, estimated to be $45 billion in 1980, and projected to
reach $129 billion in 1990. Public expenditures for physicians' services
in 1979 were $10.6 billion, with medicare accounting for $6.4 billion,
or 16 percent of all health care payments made to physicians.

Nursing home services continue to be the fastest growing category
of total national health expenditures: $17.8 billion in 1979, estimated
to be $22 billion in 1980, and projected to reach $76 billion in 1990.
Public expenditures for nursing home care in 1979 were $10.1 billion.
Medicare payments accounted for only $373 million of this total, with
the bulk of public payments coming from medicaid. Total Federal and
State medicaid payments to nursing homes in 1979 were $8.8 billion.
Tho Federal medicaid share was $4.8 billion.

B. THE MEDICARE "PAYMENT GAP"

The Committee on Aging's annual report for 1979, in a section en-
titled "The Individual View: Frustration With Medicare," sum-
marized a number of widely perceived problems with the medicare
program as viewed by medicare beneficiaries.2 Witnesses at a commit-
tee hearing on "Federal Paperwork Burdens, With Emphasis on Medi-
care" cited the following problems: Dissatisfaction with the amount
of medicare benefit payments, including very high rates of reduction
on claims filed; broad confusion over program benefits; increasingly
low medicare "assignment" rates; and frustration with handling of
claims by medicare part B carriers, including lengthy delays in pay-'
ment, difficulties in obtaining information, and a cumbersome appeals
process.

A recent report published by the House Select Committee on Aging
cited the same problems, along with continued gaps in medicare
coverage for important health services-such as home care, nursing
home care, prescription drugs, and preventive health services-and
questioned whether medicare was viewed by many elderly as a "broken
promise." The General Accounting Office (GAO) also submitted a
report to the Senate Committee on Aging during the year detailing a
number of areas in which the Comptroller General felt elderly medi-
care beneficiaries were being subjected to inequitable reductions in
their medicare claims.'

Medicare's share of all personal health expenditures for the elderly
is about 40 percent, including payments for hospital stays and phy-
sician services. Much of the attention, and the complaints, have been
focused on medicare payments for physician services (part B)-
where medicare payments for covered services represent only 31 per-

2 "Developments in Aging: 1979," part 1, pp. 55-59.. U.S. Congress. House of Representatives. Select Committee on Aging. "Medicare After
15 Years: Has It Become a Broken Promise to the Elderly?" (Washington, Nov. 17, 1980).

c U.S. General Accounting Office. "Reasonable Charge Reductions Under Part B of Medi-
care" Report to the Senate Committee on Aging and the Secretary of the Department ofHealth and Human Services by the Comptroller General of the United States. Washington,1980 (HRD-81-12, Oct. 22, 1980).
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cent of all physician charges to medicare beneficiaries.5 The major
reasons for this declining percentage of medicare payments for phy-
sician services under the medicare part B program are discussed below.

1. PREMIUM, COINSURANCE AND DEDUCTIBLE INCREASES

By law, the medicare coinsurance and deductible amounts which
beneficiaries must pay are increased each year. Under the part A pro-
gram (hospital insurance), the amounts each medicare beneficiary
must pay out-of-pocket increased by 13.3 percent on January 1, 1981.
The initial deductible for part A hospital insurance was increased to
$204, $24 more than the 1980 charge of $180. Daily coinsurance charges
for long-term hospital stays and skilled nursing facility stays also in-
creased by 13.3 percent.

On July 1, 1981, the basic monthly premium paid by medicare
beneficiaries for medicare supplementary health insurance (part B)
will increase by 14.5 percent, from the current $9.60 to $11. Bene-
ficiaries must also pay a $60 deductible each calendar year, and a co-
insurance charge of 20 percent of the allowed charge for all covered
services. In 1975, the total beneficiary liability for premiums, deducti-
bles, and coinsurance charges was about $3.2 billion.6

2. DECLINING ASSIGNMENT RATES AND HIGH "REASONABLE CHARGE"

REDUCTIONS

Under part B of the medicare program, physicians can either "ac-
cept assignment"-billing medicAre directly for services provided and
agreeing to charge the beneficiary no more than medicare ays-or
bill the medicare beneficiary directly who then files a claim for reim-
bursement. When the medicare beneficiary is billed, the amount sub-
mitted is frequently in excess of what medicare allows and the differ-
ence must be paid out-of-pocket by the beneficiary.

This difference between submitted and allowed charges on unas-
signed claims, and the overall proportion of medicare claims which
are submitted on an unassigned basis, has been increasing steadily
since medicare's inception.

The percentage of unassigned claims has increased to about 50 per-
cent from about 35 percent in the early years of medicare (1969 rate).
Assignment rates are lower for the aged than for disabled medicare
beneficiaries (47 percent of all physicians' charges for the aged and
62 percent of all physicians' charges for the disabled) and vary con-
siderably by area of the country, from a low of 20 percent in South
Dakota to a high of 82 percent in Rhode Island.'

During fiscal year 1979, medicare beneficiaries had to pay over $1.1
billion for the difference between submitted and allowed charges on
these limassigned claims. This beneficiary liability was $882 million in
fiscal year 1978, compared to $433 million in 1975, and $50 million in
1968.8

U.S. Department of Health and Human Services. Health Care Financing Administration.
"Physician's Charges Under Medicare: Assignment Rates and Beneficiary Liability,"
Health Care Financing Review, winter 1980.

* Ibid.
* Ibid.

Ibid.



These amounts represent the overall difference between what medi-
care considers "reasonable" charges and what physicians charge medi-
care beneficiaries for their services. In 1979, 81 percent of all unas-
signed claims submitted for payment by medicare beneficiaries were
subject to a reasonable charge reduction. In 1975, 69 percent of all
claims were reduced.

GAO Cites "Inequitable" Reductions

Early in 1980, the Committee on Aging requested a General Ac-
counting Office (GAO) audit of a sample of unassigned claims
processed by medicare carriers (private insurance companies under
contract with the Federal Government to process and pay medicare
claims) to determine whether or not beneficiaries were being reim-
bursed properly. In an October 1980 report to the committee, the GAO
cited physician markups on laboratory work, medicare reimbursement
policies on dual surgical procedures, and inadequate review of claims
by carriers as three areas in which it believed beneficiaries were being
subjected to inequitable reasonable charge reductions.9

Exce8sive physician markups on laboratory procedures performed
by independent laboratories: 93 percent of all unassigned claims for
laboratory work processed by Group Health, Inc., Miami, Fla., were
marked up by an average of 105 percent. Unassigned laboratory claims
processed through Florida Blue Cross had a net markup of 95 percent.
Claims processed through Group Medical and Surgical Service in
Texas showed a net markup of 89 percent, and those processed through
Travelers Insurance Co., Mississippi, showed a net markup of 54
percent.

A physician can have laboratory work performed either in his or
her own office, or send the work out to an independent laboratory, which
in turn bills the physician for the work performed. The physician then
adds this amount to the bill submitted directly to medicare or to the
patient. These additional amounts, the markups, will not be paid by
medicare (except for the physician's costs for paperwork and han-
dling). The excess charge, an average of $13 per claim for one carrier,
is added to the medicare beneficiary's out-of-pocket costs for laboratory
tests.

If these findings from the GAO audit are routine practice across the
country, and it appears that they are, the committee estimates that this
practice adds $20 million a year to beneficiary out-of-pocket costs.

Noting that the American Medical Association (AMA) has stated
that physician markups are unethical, GAO recommends making it a
misdemeanor for physicians to add charges to laboratory bills. Alter-
natively, GAO recommends requiring laboratories to charge medicare
directly, thereby removing physicians entirely from the billing process.

Public Law 96-499 (Omnibus Reconciliation Act of 1980) contains
an amendment designed to make it easier for medicare carriers to
accurately determine whether or not a claim submitted for laboratory
services includes a markup, so that the amount billed can be appropri-
ately reduced. No protections against the medicare beneficiary being
subject to the overcharge however, were included in the new law.

* U.S. General Accounting Office, "Reasonable Charge Reductions Under Part B of
Medicare," op. cit.



Use of "fee-and-one-half" reimbursement policies for dual surgical
procedures: GAO found that physicians routinely charge two full
fees for two surgical procedures performed during a single opera-
tion, while medicare and many private health insurance payment
practices usually limit the amount reimbursed to the full fee for the
major procedure and partial amounts for other procedures performed
during the operation. (The equivalent, in most cases, is a "fee and
one-half"). The medicare beneficiary is required to pay the differ-
ence out-of-pocket to the surgeon. Based on the GAO's calculation
of the cost to beneficiaries in the Washington, D.C., area, the com-
mittee estimates that this practice results in additional out-of-pocket
cost to beneficiaries nationwide of at least $50 million each year.

Inadequate scrutiny of claims as they are Processed by medicare
carriers: In a review of claims paid by the District of Columbia car-
rier which showed reasonable charge reductions of $150 or more, the
GAO found 42 percent of the claims had been incorrectly processed
and the medicare beneficiary underpaid. The GAO recommended that
more specific claims processing standards be established to provide
assurances that beneficiaries are not underpaid.

This GAO audit finding that 42 percent of claims processed have
errors resulting in incorrect payments to beneficiaries suggests that
thousands of beneficiaries could realize higher reimbursements on
part B claims if they questioned large reductions. The process of
appealing carrier decisions, however, is not often used. Only about 2
to 3 percent of beneficiaries ever request a review, but half of those
who do, receive increased reimbursement.

There are indications that the frustration of increasing out-of-
pocket costs for all physician services, added to growing beneficiary
sophistication about program procedures and avenues of recourse, will
lead to a higher and higher volume of requests for review of claim
determinations.

A hint of what this increased workload may mean for medicare
carriers, and for the part B payment system itself as the program
increases in complexity, may be seen by the case of EDSFC.

3. INADEQUATE CLAIMS REVIEW: THE RESULTS

Early in 1980, a rash of complaints from Illinois medicare benefi-
ciaries about long delays in processing medicare part B claims and
unanswered inquiries by the carrier (Electronic Data Systems Federal
Corporation (EDSFC)) led to hearings by the Subcommittee on
Health of the House Committee on Ways and Means.'o EDSFC, which
had been awarded an experimental medicare claims processing con-
tract for the entire State in April 1979, was the lowest bidder for the
contract. It did not have broad technical expertise or experience with
the medicare program. By September 1979, official records showed
454,000 claims backlogged and pending. In March 1980, records indi-
cated 110,000 additional backlogged items of correspondence from

1* U.S. House of Representatives. Committee on Ways and Means. "Experimental Medi-
care Claims Processing Contract," field hearing, Subcommittee on Health, Chicago, Ill.,
Apr. 28. 1980. Congress has granted the Health Care Financing Administration authority
to experiment with competitive fixed-price procurement for medicare claims processing
contracts. Three contracts have been awarded in Illinois, Maine, and New York, on a
demonstration basis. The GAO is now evaluating all three contracts, with a report to the
Subcommittee on Health, House committee on Ways and Means, scheduled during 1981.
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beneficiaries. Under pressure to meet contract standards, changes
were made, extra staff hired, and claims and correspondence backlogs
appeared to be reduced. However, a later GAO investigation found
that this pressure had led to some extraordinary measures, most of
which escaped detection by contract monitors from the Health Care
Financing Administration (HCFA).11

The GAO found that:
-EDSFC employees concealed unprocessed claims from an end-of-

the-year review so they would not be counted as backlog by HCFA
investigators.

-Thousands of letters from claimants were destroyed without re-
sponse, to remove them from the backlog. A GAO sample found
44 percent of these letters were requesting reviews or submitting
additional information for claims.

-Additional thousands of items of correspondence which had been
partially reviewed at another location were destroyed rather than
completed once they were returned to the main office. GAO found
that 90 percent of a similar sample of mail in question was either
a request for review or a claim. HCFA monitoring does not in-
clude any tests to determine if correspondence is answered.

-EDSFC employees allowed claims with known errors in them to
be processed. HCFA performance standards requiring documen-
tation of any such irregularities in processing were not enforced.

-Thousands of "Explanation of Medicare Benefits" forms which
were returned by the post office as "undeliverable mail" were de-
stroyed without any attempt to determine why they were incor-
rectly addressed. HCFA standards require such returns be ana-
lyzed to determine reasons for return, remail them, and pursue
possible fraud and abuse problems. Based on a later sample, the
GAO determined the returned mail which had been discarded con-
tained other items, including correspondence and undelivered
checks.

The GAO also found that of nine fair hearing officers employed by
EDSFC, none were attorneys and only three had any college de-
gree (in completely unrelated areas; home economics, journalism, and
public administration). HCFA standards provide for "an attorney or
other qualified individual with the ability to conduct formal hear-
ings and with a general understanding of medical matters and termi-
nology" and with thorough knowledge of the medicare program. Most
fair hearing officers across the country are attorneys. HCFA had not
evaluated the hearing officers' qualifications?

The GAO strongly recommended an increased level of onsite con-
tract monitoring and continual oversight of handlins, of reviews.

Many of these problems might have been avoided if the carrier had
been more experienced with the medicare program, but similar alle-
gations were recently made of a much more experienced carrier.

n U .S. General Accounting Offlee. "Review of Alleged Questionable Actions by EDSP
To ReIiuce Its Claims and Correspondence Backlogs Under Its Medicare Contract" (Report
No. HRD-81-44, Dec. 16. 1980).

" On May 16, 1980. the U.S. District Court for the Northern District of California
decided, in a nationwide class action, that medicare nart B hearings uresided over by
employees of the private insurance comnanies that act as medicare carriers, whose deci-
sions are final and cannot be appealed, violate the U.S. Constitution (McClure v.
Harris, No. C-79-0201-WHO).
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In December 1980, the Washington Star reported allegations by
employees of the District of Columoia Blue Shield that, auring 1978
and 1979, officials had withheld from 10 to 20 percent of all inedicare
claims-those with known high rates of error-from sample batches
which were to be inspected oy Federal officials as part of a quality
assurance review. According to employees, the actions were taken at a
time when the error rates of the carrier were high enough to threaten
their contract agreement with HCFA.

C. THE 1980 MEDIcARE AMENDMENTS

The 96th Congress took final action on a number of amendments to
both expand medicare coverage and cut back on program costs which
are discussed below in section II. Some amendments of particular im-
portance to the elderly, however, did not finally emerge from the 96th
Congress. A summary of the most significant of these actions is
discussed below.' 3

1. BENEFIT EXPANSIONS SIGNED INTO LAW

Expanded medicare coverage for home health service8: A number
of amendments which will significantly expand medicare coverage for
home health services were signed into law on December 5, 1980 (Pub-
lic Law 96-499)."

New medicare coverage for pneumococcal vaccine: An amendment
to the medicare program to provide full reimbursement for pneumo-
coccal vaccine was signed into law on December 28, 1980 (Public Law
96-611). The new coverage will be effective on July 1, 1981, and reim-
bursement will be available without copayment or deductible.

This change in medicare law represents an exception to the current
exclusion of coverage for preventive immunizations and other preven-
tive health services. (The medicare statute is directed toward treat-
ment or diagnosis of specific illness or injury and therefore excludes
payment for routine physical checkups, immunizations, health screen-
ing, etc., without specific statutory exception.)

Additional amendments: The following amendments, which become
law during 1980 (Public Law 96-499) expand medicare coverage in
certain specific areas:

-The annual medicare reimbursement ceiling for outpatient
therapy services furnished by independently practicing therapists
was increased from $100 to $500.

-Medicare payment is authorized for currently covered services
which are provided by freestanding outpatient rehabilitation
facilities. Present law recognizes coverage for a variety of rehabil-
itation services, such as physical, speech, and occupational therapy,
as provided by qualified providers and incidental to other physi-
cians' services. Comprehensive rehabilitation centers had not been
recognized as providers prior to this change in the law.

1a Significant changes in medicare reimbursement for home health and nursing home
care are discussed in chapter 4, long-term care. In addition to amendments discussed here,
many additional amendments passed were primarily of an administrative nature, and a full
report can be found in U.S. Ho ise of Representatives, Report No. 96-1479, Omnibus
Reconciliation Act of 1980, conference report, Nov. 26, 1980.

1" See following chapter 4, long-term care, for full description of these amendments and
other activities In home health during 1980.



-Medicare payment is now authorized to dentists who perform
certain dental procedures which would otherwise be covered if per-
formed by a physician. Prior to this change in the law, only cer-
tain surgical procedures related to the jaw were covered when
performed by dentists. The change will allow payment to dentists
for other already covered services, such as treatment of oral in-
fections. No change is made, however, in the general exclusion
from coverage of routine dental care.

-Medicare payment is authorized for treatment of warts on the
feet (plantar warts). Previously, treatment for warts was cov-
ered only if they occurred on other parts of the body. The gen-
eral exclusion of routine foot care from medicare coverage, how-
ever, continues to apply.

-Medicare payment is now authorized to optometrists for exam-
ination services in relation to aphakia-a condition of the eye
in which the natural lens is absent. Prior to this change in the law,
these same services were covered only when performed by a
physician.

2. DECISIONS DEFERRED ON MENTAL HEALTH ANDI HMO'S

Even though legislation to expand medicare coverage for mental
health services had passed the House of Representatives in 1978
(H.R. 3990), this legislation was deleted from the final package of
amendments emerging from the 96th Congress and did not become
law.'1

During each of the last two Congresses, legislation has been con-
sidered to broaden the use of medicare payments to encourage more
elderly participation in qualified health maintenance organizations.xe
The full House passed, on September 4, 1980, this provision as part
of H.R. 7765, the Omnibus Reconciliation Act of 1980, but it was later
dropped during a conference with the Senate.

This proposal has gathered increased support among Members of
the Senate and is strongly endorsed by both the National Retired
Teachers Association/American Association of Retired Persons and
the National Council of Senior Citizens. It is expected that a similar
measure will be reintroduced early in the 97th Congress.

II. CONTINUED EMPHASIS ON CONTROLS FOR
MEDICARE-MEDICAID ABUSE

The effectiveness of State medicaid antifraud units received a fa-
vorable evaluation in 1980 and Federal funding was extended to allow
additional time for the establishment of new units. Many States were
also required to improve their management of the medicaid program,

"5 See following section on mental health for full description of this legislation andother mental health legislation which was approved during the year.
Id In 1978, S. 2676 and H.R. 11461 were proposed by the administration. The House billreceived 1 day of hearings by the Subcommittee on Health and the Environment of thecommittee on Interstate and Foreign Commerce. In 1979, S. 1530 and H.R. 4444 wereproposed by the administration. Hearings were held by the House Committees on Inter-state and Foreign Commerce and Ways and Means and the amendments were reported tothe floor as part of H.R. 4000 and H.R. 7765. The Senate bill was cosponsored by Commit-tee on Aging members Heinz, Bradley, Chiles, Church, Cohen, and Glenn. See "Develop-ments in Aging: 1979," part 1, pp. 66-69, for a full discussion of the proposal as well asCommittee on Aging hearings conducted by Senator Heinz.



with a 1982 deadline set for all States to have medicaid management
information systems in place. Additional amendments to the Social
Security Act were passed by Congress to improve administrative con-
trols over the medicare and medicaid programs, for which combined
expenditures were about $52 billion in 1979. Special attention was
given to the medicare home health program with a number of admin-
istrative changes made to tighten program controls.

A. STATE MEDICAID FRAUD CONTROL UNITS

The 1977 Medicare-Medicaid Anti-Fraud and Abuse Amendments
(Public Law 95-142) authorized 90-percent Federal medicaid funding
for a period of 3 years (1978-80) as an incentive for States to estab-
lish special medicaid fraud control offices. The 90-percent Federal
matching rate was intended to allow each State a full 3-year period to
establish a unit, after which time the Federal share of funding would
revert to the 50-percent Federal share paid for most medicaid admin-
istrative activities. By September 30, 1980, when the authorization pe-
riod for the 90-percent Federal rate was to end, 30 States had orga-
nized fraud control offices. About two-thirds of the units, however, had
not established themselves early enough to have the benefit of a full 3
years of 90-percent Federal funding and it was doubtful that they
would be able to continue operations without an extension of their
authorization.

A General Accounting Office (GAO) evaluation 7 of already estab-
lished units concluded that the units could be effective in combating
medicaid fraud and that their effectiveness should increase as more
experience was gained. The units had increased States' ability to in-
vestigate and prosecute medicaid fraud with increases in the number
of staff, cases handled, and convictions. The GAO felt that the anti-
fraud units acted as a deterrent to attempted fraud by medicaid pro-
viders and had an impact on changing State legislation and medicaid
regulations to make it easier to identify fraud and provide for more
stringent penalties.

The GAO also agreed that it would be extremely difficult for the
units to become self-supporting if the expanded Federal matching
fund period was ended.

FEDERAL FUNDING EXTENDED

Legislation to extend the period of 90-percent Federal match fund-
ing for the State units was favorably reported by the Senate Finance
Committee in 1979 (H.R. 934, December 10, 1979) and by the House
Committee on Interstate and Foreign Commerce early in 1980 (H.R.
4000, April 23, 1980); however, final action still had not been taken
on these bills as the end of the period for increased Federal funding
drew near.' 8

"7U.S. General Accounting Office. "Federal Funding for State Medicaid Fraud Control
Units Still Needed," report to the Congress by the Comptroller General of the United
States. Washington, 1980, (HRD-18-2, Oct. 6, 1980).

" See U.S. Congress. Senate. Special Committee on Aging. "Developments in Aging:
1978," part 1, pp. 70-72, and "Developments in Aging: 1979," part 1, pp. 96-97, for
earlier reports of hearings conducted by the Committee on Aging in July 1978 on the
effectiveness of the State medicaid fraud control units and the progress of legislation to
extend Federal funding for the units in 1979.
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Concerned that a number of the State units would go out ofexistence before they had been given adequate time to establish them-
selves, Senators David Pryor and Frank Church of the Special Com-
mittee on Aging won Senate approval of an amendment to the Health
Sciences Promotion Act of 1980 to continue authorization for 90-
percent Federal funding until October 1, 1982.19 It soon became
apparent that this bill would not be passed by the full Congress and
signed into law before the end of the fiscal year when authorization
for the fraud units would expire. In response, Senator Lawton
Chiles, chairman of the Special Committee on Aging, amended a
continuing appropriations resolution to continue funding for the
units.20 The amendment provided for 90-percent Federal funding
of State fraud control units until December 19,1980.

During this period, Congress completed action on the Omnibus
Reconciliation Act of 1980, signed into law on December 5, 1980
(Public Law 96-499), which authorizes Federal matching payments
to any State for the costs of establishing and operating State medicaid
antifraud units at a rate of 90 percent for a 3-year period and 75
percent thereafter.

At least 11 additional States are expected to establish medicaid
fraud control units as a result of this action, and continued operation
of the 30 existing units is guaranteed.

B. STATE MEDICAID MANAGEMENT SYSTEMS

Section 901 of Public Law 96-398, signed October 7, 1980, contains
an amendment sponsored by Senator Richard Schweiker which re-
quires that all State medicaid programs must have mechanized claims
processing and information retrieval systems (medicaid manage-
ment information system-MMIS) in place by September 30, 1982,
in order to avoid penalties in Federal medicaid reimbursement for
administrative expenses. The new law also requires the Secretary of
the Department of Health and Human Services to provide to States
technical assistance for system operation. Information relating to
the detection of fraud and abuse m the medicaid program must be
exchanged and shared with medicare program administrators.

As of October 7, 1980, 32 States and New York City had approved
MMIS systems in place.

C. NEw ABUSE AMENDMENrS

The Omnibus Reconciliation Act of 1980 (Public Law 96-499)
provided for further controls against abuse in the medicare and medic-
aid programs. The Federal Government was given access to records
of those who contract with medicare providers to supply services as
well as the authority to recover overpayments to medicare providers
and to bar convicted abusers from any further participation in medi-
care or medicaid or the title XX program of social services.

1 S. 988, Public Law 96-538, signed Dec. 17, 1980. See Pryor, David. Remarks in the
Senate. Congressional Record, June 19. 1980: p. 57504 and Church, Frank. Remarks in
the Senate. Congressional Record, June 20, 1980: p. 87631.

21 Amendment No. 14 to H.J. Res. 610. Public Law 96-369, Oct. 1, 1980.



1. ACCESS TO CONTRACTOR RECORDS

Federal reimbursement through medicare to providers of covered
services (such as home health agencies, skilled nursing facilities, hos-
pitals, etc.) for the costs of services furnished by subcontractors will
no longer be allowed unless the Secretary or the Comptroller General
is given full access to the records of the subcontractor. All contracts
negotiated by medicare providers must stipulate access to records for
4 years after the services are furnished. The new law applies to all
contracts whose cost or value is $10,000 per year or more. The same
access to records must also be provided for any further contract be-
tween a subcontractor and any other organization related to the sub-
contractor by common ownership or control.

Testimony taken by Senator Lawton Chiles before a Senate Special
Committee on Aging hearing in late 1979 demonstrated the difficulties
experienced by Federal auditors in obtaining access to the books and
records of contractors. 2

1 Medicare funds were reimbursing for the
services of management companies contracting with home health
agencies for startup and continuing administrative services. Medicare
auditors, however, who have the responsibility to verify a home health
agency's administrative costs, had no access to the management com-
pany's cost records. Unless voluntarily given, auditors had to go
through a lengthy process of administrative subpena by the Depart-
ment of Health and Human Services or a grand jury subpena through
the Justice Department.

An earlier General Accounting Office (GAO) report questioned the
costs of a number of long-term contracts to home health agencies for
administrative and consulting services. 2 2 GAO auditors found in-
stances in which contracts were negotiated for 20 to 30 years. They
also questioned the use of franchising arrangements in home health
agency contracts, in which the home health agency agreed to pay the
contractor for administrative services based on a percentage of medi-
care reimbursements received from the Federal Government.

Subsequent to the GAO report and the hearings before the Com-
mittee on Aging, Representative Sam Gibbons, chairman of the House
Ways and Means Subcommittee on Oversight, proposed an amend-
ment to H.R. 3990 to apply limitations on medicare reimbursement for
contract services." The amendment was limited to home health agency
contracts and prohibited reimbursement for the costs of any contract
which exceeded a term of 5 years or for which payment was based on
a percentage of medicare reimbursement. It was later modified to
apply to contract arrangements by all types of medicare providers.

2. EXCLUSION FROM PROGRAM PARTICIPATION

Any health professional who has been convicted of any program-
related crime under medicare or medicaid will be barred from further

21 U.S. Congress. Senate. Special Committee on Aging. "Abuse of the Medicare Home
Health Program." Miami, Fla., Aug. 29, 1979, p. 12. See "Developments in Aging: 1979,"
part 1, pp. 94-96, for report on additional bea'ing findings.

2s U.S. General Accounting Office. "Home Health Care Services-Tighter Fiscal Controls
Needed," report to the Congress by the Comptroller General of the United States. Wash-
ington, 1979, (HRD-79-17. May 15, 1979).

, Reported to the full House by the Ways and Means Committee on Nov. 5, 1979 (H.
Rept. No. 96-588, part 1) and by the House Committee on Interstate and Foreign Com-
merce on Mar. 18, 1980 (H. Rept. No. 96-588, part 3).



participation in these programs as well as the title XX social services
program. (Examples of program-related crimes would be accepting
a kickback or bribe from a supplier of services, or submitting a falsi-
fied cost report to the Federal or State government.)

Exclusions from participation under previous law did not include
the title XX program and were applicable only to physicians and other
practitioners. Under the new law, any health professional receiving
reimbursement from medicare or medicaid, such as an administrator
of a nursing home, hospital, or home health agency, who has been
convicted of a crime related to either the medicare or medicaid pro-
gram will no longer be able to receive any payment for services from
medicare, medicaid, or title XX.

3. RECOVERY OF MEDICARE OVERPAYMENTS

The Secretary of the Department of Health and Human Services
is authorized to withhold the Federal share of medicaid payments
due a provider of services to recover any medicare overpayments made
to that provider.

Medicare providers are paid on the basis of the costs incurred by
the provider for services rendered to medicare beneficiaries, including
the administrative costs of operating the nursing home, home health
agency, hospital, or other type of medicare-certified agency. In the
case of a facility which also receives reimbursement from other
sources, medicare pays a proportionate share of the administrative
costs. Medicare payments are made to the facility on the basis of a
report of costs incurred during a particular time period, usually 1 year.
Frequently, an estimate of the costs which will be incurred during a
coming year is used to make periodic "advance" payments to the
facility.

Once the end-of-the-year cost report is submitted to the medicare
program, it is audited to verify that the costs claimed by the facility
are allowable charges under the medicare program and that they are
"reasonable" amounts for the costs of doing business and providing
services. Any differences in reimbursement between the amounts paid
to the provider during the year and the results of the audited cost
report are then settled with the provider. Additional medicare pay-
ments can be made to the provider-or the provider can be required
to repay any overpayments to the medicare program. If the provider
continues to participate in medicare, overpayments can be withheld
gradually from future medicare reimbursements.

In some cases, medicare providers have been able to submit inflated
cost estimates during a period of providing services, and then with-
draw from the medicare program-or reduce their level of participa-
tion enough so that the recovery of overpayments would not be pos-
sible. Prior to this change in the law, the Secretary could only withhold
the Federal share of medicaid payments if the provider was no longer
participating in the medicare program. The change allows the Secre-
tary to extend this use of medicaid withholding under circumstances
in which the provider continues to participate in medicare, but at a
level too low to cover prior overpayments. It also would apply, for
example, to a situation in which a physician initially accepting medi-



care assignment (agreeing to accept medicare as payment in full for

services provided to medicare beneficiaries) ultimately refuses
assignment.
-The amendments to recover medicare overpayments and to bar con-

victed abusers from further program participation were introduced

in the Senate by Senators Lawton Ohiles, John Melcher, and David

Pryor of the Committee on Aging in August 1979 (S. 1662) .24 The
amendments were favorably reported by the House Ways and Means
Committee on November 5 19 9, and were subsequently accepted by
Senate conferees as part of the Omnibus Reconciliation Act of 1980.
S. 1662, a measure to authorize the Secretary of the Department of
Health and Human Services to impose civil monetary penalties for
fraudulent claims for medicare or medicaid, was not acted upon.

D. MEMiCARE HOME HEAUrH CO20TOIB

Medicare's home health program is of primary importance for
thousands of home-bound elderly suffering from illness and disability.
The utilization of home health services has been increasmg dramat-
ically in recent years (see following box). Part of the reason for this
increase is the rising proportion of older persons in the population,
and part is due to a heightened awareness of the desirability of home
health services on the part of physicians and other health care pro-
fessionals selecting the appropriate modes of health care for their
patients. A third reason is the increasing number of medicare-
certified home health agencies, making services more widely available.

The Federal Government has taken an active role in increasing the
number of medicare-certified home health agencies through a progranm
of small grants for startup and development of agencies in under-
served areas of the country, as well as training of home health agency
personnel. This program, which is discussed more fully in chapter 4,
has been responsible for the development of 344 medicare-certified
home health agencies, primarily in rural areas of the country, during
its 5 years of existence.

Tis year, Congress amended the medicare law to remove a require-
ment that proprietary home health agencies be licensed by a State as a
condition for participation in medicare." In mid-1980, only 25 States
licensed proprietary home health agencies, and proprietary agencies
only accounted for about 6 percent of all medicare-certified agencies.
This change in law, however, will contribute to an even more rapid
growth in the number of agencies participating in the medicare
program.

an "Medicare and Medicaid Fraud and Abuse Amendments of 1979," introduced in the

Senate Aug. 2, 1979. See Chiles, Lawton. Remarks in the senate. Congressional Record,
Aug. 2, 1979; p. 811493.

As part of Pubeic Law 96-499, signed Dec. 5, 1980.



GROWTH OF THE MEDICARE HOME HEALTH PROGRAM

Total medicare reimbursement for home health services

increased from $217 million in 1975 to $912 million in 1981.

Almost 16 million medicare-reimbursed home health visits

were made to the elderly and disabled in 1977. Aged medicare

beneficiaries account for over 90 percent of both the number

of home health visits made and the medicare reimbursements to

home health agencies.

The number of medicare-certified home health agencies has

increased from about 2,250 in 1975 to about 3,000 in 1980.

Source: Office of Research, Demonstrations, and Statistics, Health

Care Financing Administration, U.S. Department of Health and Human Services.

Until recently, very little attention has been paid to the develop-
ment of this health industry within the medicare program. One rea-
son is because home health expenditures represent so small a propor-
tion of total medicare spending-under 2 percent. The recent growth
of the home health program under medicare, however, has led to an
increased focus on abuses within the program. 20 A number of amend-
ments considered in the Senate and House in 1979 were enacted into
law this year.27

1. BONDING AND ESCROW ACCOUNTS

The Secretary of the Department of Health and Human Services
was given the authority to establish bonding and escrow requirements
for home health agencies having little or no funds other than those
received through medicare payments.

The Secretary could take this action in order to assure that a source
of funds would be available to make repayment of medicare overpay-
ments. Medicare would no longer reimburse home health agencies for
interest on funds borrowed to repay medicare overpayments.

The amendment was in response to concerns about the rising num-
bers of "medicare-only" or "100-percenter" home health agencies for

NU.S. Congress. Senate. Special Committee on Aging: "Abuse of the Medicare Home
Health Program," 1979. "Developments In Aging: 1979," part 1, pp. 94-96.

2 Amendments attached to H.R. 3990 by Representative Sam Gibbons. Reported in the
House by the Committees on Ways and Means and Interstate and Foreign Commerce.
Enacted into law as part of H.R. 7765, Omnibus Reconciliation Act of 1980, Public Law
96-499, signed Dec. 5, 1980.



which medicare pays most or all administrative expenses as well as
service costs. About 570 home health agencies now operate with at least
80 percent of all their funds coming from medicare. Over half of these,
335, operate with 90-percent medicare funding.

2. REGIONAL INTERMEDIARIES

The Secretary of the Department of Health and Human Services is
required to establish regional intermediaries for home health agencies.

This requirement, which will concentrate administration of the
medicare home health benefit in a smaller number of intermediaries
(private insurance companies processing and paying home health
claims), is expected to lead to the development of more expertise in
adimmstering the home health program and more reliable cost and
utilization information. 28 The development of viable administrative
and service cost limits and performance standards for home health
agencies has not been entirely successful in the past.

The Department has been working throughout the year to develop
a proposal to implement this new requirement. A plan for designation
of statewide intermediaries for home health agencies may be proposed
early in 1981.

Changes in the medicare law regarding access to contractor records,
exclusion from program participation, and recovery of medicare over-
payments, discussed above, would also apply to home health agencies.

3. COST CAPS QUESTIONED

An amendment to impose a medicare cost cap on home health agency
skilled nursing visits and home health aide visits, which would be no
higher than an individual State's daily medicaid payment rate for
skilled nursing facility services, was also considered by Congress. This
proposal, as well as a proposal to limit the allowable costs for home
health agency visits under medicare to the 75th percentile of audited
costs, was recommended by the Senate Finance Committee as a way to
reduce the overall costs of the medicare program. The amendments
were rejected by conferees, however, in the final bill.2 9

The Secretary of the Department of Health and Human Services
now has authority to set cost caps on home health agency per visit
costs, and caps equivalent to the 80th percentile of unaudited costs are
now in effect. They are adjusted upward each year to allow for infla-
tion. The Senate Finance Committee, however, expressed concern over
what it termed the "unrealistically high levels" of some home health
agency per visit costs, and this concern is likely to continue.

The current average per visit cost cap in effect for freestanding
home health agencies is $42.67 for a skilled nursing visit in a metro-
politan area (SMSA) and $44.75 in a rural area. Average caps for
home health aide visits are $32.36 in an SMSA and $31.49 in a rural

0 U.S. Congress. Conference Committee on Omnibus Reconciliation Act of 1980. Con-
ference report to accompany H.R. 7765. Nov. 26, 1980. (Washington, 1980. Report No. 96-
1479). See also Chiles, Lawton. Remarks in the Senate on introduction of S. 489. Con-
gressional Record, Mar. 1 1979: p. S2002.

S U.S. Congress. Benaie. Committee on Finance. "Spending Reductions: Recommenda-
tions of the committee on Finance Required by the Reconciliation Process, the First Budget
Resolution for Fiscal Year 1981." (Committee print, CP 96-36, June 25, 1980) Washington,
U.S. Government Printing Office, 1980, pp. 45-47.



area. 0 These caps are in effect for the year beginning July 1, 1980.
Limits are also calculated for physical and occupational therapy visits
and speech pathology and medical social services. Limits for pro-
vider-based home health agencies are calculated differently than for
freestanding and are somewhat higher, e.g., $54.17 for a skilled nurs-
ing visit and $47.36 for a home health aide visit. The national average
daily medicaid skilled nursing facility rate during 1980 was $36.25.
Medicaid skilled nursing facility rates vary widely from State to
State, as services provided are not always the same. They range from
about $16 per day to $55 per day."

III. MENTAL HEALTH

A. SPECIAL COMMrrEE ON AGING HEARINGS

1980 hearings by the Special Committee on Aging, entitled "Aging
and Mental Health: Overcoming Barriers to Service," highlighted
both the unmet mental health needs of older Americans and positive
solutions to the problem.

In his opening statement at the hearing in Little Rock, Ark., on
April 4, 1980, Senator David Pryor, who chaired the "Aging and
Mental Health" hearings summed up the magnitude of the problem:

Twenty-five percent of all reported suicides are committed
by individuals age 60 and older, with the highest suicide rates
being among men over 85.

The incidence of depression, which is the most common
mental illness for all ages, rises sharply for the over-65
population.

Psychosis is the most severe form of mental disorder, and it
is twice as prevalent in the over-75 age group as among per-
sons age 25-34.

. . . the National Institute on Aging states that 10 to 15
percent of the cases of organic brain syndrome, or senility,
are reversible, with 30 percent of the cases being treatable.
Yet 50 percent of the elderly in nursing homes are there
because of a diagnosis of senility, and over 3 million Amer-
icans are suffering mild to severe symptoms of the condition.

As alarming as these statistics may be, it is more distressing
today to compare these needs with the percent of Federal
dollars being allocated to mental health research and services
for older Americans. Listen to this:

Less than 2 percent of all medicare reimbursement is being
spent on mental health care.

Approximately 4 percent of the budget of the National
Institute of Mental Health is being devoted to research, train-
ing, and services specifically for older Americans.

Nationwide, only about 4 percent of the clients being served
by community mental health centers are 65 and older, with
approximately half that number receiving ongoing treatment
or counseling.

* Federal Register, voL 45 No. 110, Thursday, June 5, 1980, p. 38014.
a Unpublished data prepared for Senate Committee on Aging by Health Care Financing

Administration.
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Studies have shown that even those older persons who are
being served by community mental health centers received
a biased range of services, for example, less individual
therapy, more inpatient treatment than outpatient services,
etc.

Less than 2 percent of the patients of private psychiatrists
are 65 and older, and less than 7 percent of the patients of
private practicing psychologists are elderly. In fact, 85 per-
cent of the psychiatric care of older Americans is delivered in
institutions.

Specialized training of professionals on the mental health
needs of the elderly is insufficient today. For example, less
than 100 of the 23,000 practicing psychologists in 1978
had formal training in geriatrics, and only about 400 of them
were seeing older clients.

Testimony at the "Aging and Mental Health" hearings reinforced
these estimations of the problem, and also supported findings of the
President's Commission on Mental Health (published 1978) and the
National Conference on Mental Health and the Elderly, sponsored by
the House Select Committee on Aging (1979) .32

The reasons for the failure of the current mental health system to
adequately serve the elderly include the following:

-The stigma many older persons attach to seeking mental health
services.

-Inadequate reimbursement for mental health services under medi-
care, medicaid, and other health insurance programs.

-Diagnostic failure due to a lack of differentiation between the
physical and mental problems of the older patient, which is com-
plicated by the interaction of prescription drugs the individual
may be taking for chronic conditions.

-Lack of training of physical and mental health professionals in
geriatrics and the special mental health problems and needs of
older Americans; and

-Conscious or unconscious discrimination by mental health profes-
sionals against the elderly.

The "Aging and Mental Health" hearings focused on how these bar-
riers to mental health care for America's aged population might be
overcome. The April 4 hearing in Little Rock brought together repre-
sentatives of the mental health professions, the State offices of aging
and mental health, the Veterans' Administration, local community
mental health centers and area agencies on aging. The witnesses ex-
plored cooperative efforts among their organizations in Arkansas that
have resulted in the State having a better record for serving the
elderly than the national average. The key to providing needed mental
health services to older persons, according to the witnesses, lies in co-
ordination of physical, mental health, and social services at the State
and local levels, outreach to older persons in nonstigmatized settings,
differential diagnosis to identify the physical and mental problems
facing the elderly patient, and adequate training of personnel in both
aging and mental health.

"For a further discussion of these findings, see "Developments in Aging: 1978," part 1,
pp. 58-60, and "Developments in Aging: 1979," part 1, pp. 59-61.



Senator Pryor chaired the second in the series of "Aging and Mental
Health" hearings in Washington on May 22. The hearing continued
the theme of coordination among physical, mental health, and social
services by inviting witnesses from the Administration on Aging, the
National Institute on Mental Health, the Veterans' Administration,
and private organizations representing various aging and mental
health groups. Just as the Arkansas hearing focused on coordinating
efforts at the State and local levels, the hearing in Washington sought
to identify collaborative activities among agencies and organizations
at the national level aimed at overcoming barriers the elderly face in
obtaining mental health services. Witnesses gave particular emphasis
to how community mental health programs, due for reauthorization in
1980, might be improved, as well as discussing needed changes in the
medicare reimbursement system.

B. THE MrrAL HEALTH SYSTms ACT

The 1980 session of Congress reauthorized and expanded commu-
nity mental health programs by enacting the Mental Health Systems
Act (Public Law 96-398), which was signed by the President on
October 1, 1980. The final version of the legislation retained
the emphasis on underserved populations which had been the main
focus of the bill introduced by Senator Kennedy on behalf of the ad-
ministration in 1979 (S. 1177). Based on the recommendations of the
President's Commission on Mental Health, S. 1177 sought to encour-
age community mental health centers and other public and private
nonprofit entities to meet the mental health needs of underserved
populations, including the chronically mentally ill, the elderly, se-
verely disturbed adolescents and children, and others.

As reported by the Senate Labor and Human Resources Committee
on May 15, 1980 (S. Rept. 96-712), S. 1177 authorized a Federal-State-
local partnership in the delivery of mental health services (title I).
The legislation established a series of competitive grants to local, pub-
lic, or private nonprofit agencies of State agencies to provide services
to underserved, or priority population groups, including the elderly
and the chronically mentally ill, or to undertake prevention activities
or linkage among physical and mental health services (title II). It also
mandated a bill of rights for mentally handicapped persons (title
III).

The provisions in title II for the chronically mentally ill and the
elderly were of particular interest to the aging community. The spe-
cial grants for services for the chronically mentally ill could be
awarded to a public or private nonprofit entity, which would agree to
provide either identification of the target population and assessment
of needs, case management, or support services. When the Health Sub-
committee of the Senate Labor and Human Resources Committee was
considering the Mental Health Systems Act, S. 1177, Senator Richard
Schweiker amended the bill to include a new grant section to provide
mental health services for elderly individuals. The special grants for
services for the elderly could be awarded to entities which agree to
provide outreach and at least one of the following:

-Identification and assessment of needs of the elderly and services
not currently being provided.



-Assuring the availability of appropriately trained personnel.
-Coordination of mental health and support services with services

available through related Federal programs, such as the Older
Americans Act, title XX, medicare, medicaid, etc.

-Providing mental health services to the elderly in nursing homes,
intermediate care facilities, boarding homes, senior centers, etc.;
or

-Differential diagnosis for elderly individuals to distinguish be-
tween their medical and mental health needs.

Each of the sections for special service grants provided that the
State could apply to be the sole contractor for services, and require-
ments for States selecting this option were delineated. Elderly in-
dividuals could also benefit from the provisions for prevention activi-
ties and linkage between physical and mental health care.

1. SENATE COMMITEE ON AGING AMENDMENTS

S. 1177 came before the Senate on July 24. Senator Pryor offered a
series of amendments which were cosponsored by members of the Spe-
cial Committee on Aging, including Senators Chiles, Glenn, Burdick,
Domenici, and Heinz. Based on testimony of the "Aging and Mental
Health" hearings, the amendments sought to insure that a comprehen-
sive range of essential services would be provided for the elderly under
the new grants for special services. The first amendment required ap-
plicants for the contracts to serve the chronically mentally ill to pro-
vide all three of the services identified as essential to their successful
entry into the community-identification and assessment, case man-
agement, and community support services. The second established a
priority among the services to the elderly by requiring grantees to
provide not only outreach, but also differential diagnoses and either
services not currently being provided or services in settings where the
elderly reside-nursing homes, intermediate care facilities, senior cen-
ters, etc. The provisions for coordination of mental health and support
services with related Federal programs and management to assure ap-
propriately trained personnel were retained as options for grantees,
particularly in areas where the basic core of services were being
provided.

Two of Senator Pryor's amendments focused on the training needs
of mental health professionals to serve the elderly and other priority
population groups. The final amendment gave the State mental health
agency, in cases where the State elected to be the sole contractor for
mental health services, the responsibility for certifying that standards
for boarding homes are being enforced. All of the amendments were
unanimously adopted.

In further floor action on S. 1177, the Senate adopted a compromise
substitute to the bill of rights and advocacy provisions of the bill. The
amendment, offered by Senator Robert Morgan, replaced the extensive
requirements for States to establish specific programs for rights of
mental patients and grievance procedures and suggested a model for
State bills of rights and advocacy.



2. HOUSE ACTION

The House of Representatives in 1980 proceeded with a more limited
extension of community mental health programs than encompassed by
by the Senate-passed bill or proposed by the administration. H.R.
7299, reported by the Interstate and Foreign Commerce Committee on
May 15 (H. Rept. 96-977), provided for special grants for services to
the chronically mentally ill, severely disturbed adolescents and chil-
dren, Indian tribes or organizations, services in ambulatory health care
centers, and for innovative projects, but it included no separate provi-
sions for grants to the aged. Instead, the elderly were included in the
section for services to priority population groups. The committee con-
tended that older Americans would be adequately served as one of the
priority population groups and by the provisions for ambulatory
health care centers.

3. FINAL PROVISIONS OF PUBLIC LAW 96-398

In the House-Senate conference (Conf. Rept. 96-1367), the em-
phasis on special services for the elderly was retained. As signed into
law on October 7 (Public Law 96-398), the Mental Health Systems
Act contained the following provisions of potential benefit to the
elderly:

-Grants may be made to any State mental health authority, com-
munity mental health center, or public or private nonprofit entity
which provides identification of the chronically mentally ill; as-
sistance to such persons in gaining access to essential mental
health, medical, and social services; case management; and coor-
dination of services to the chronically mentally ill (section 202).

-Grants may be made to any public or private nonprofit agency
which provides at least the following services: Locating elderly
individuals in need of mental health services; medical differential
diagnosis; the specification of mental health needs of the elderly
and the mental health and support services designed to meet these
needs; services to the elderly in the community or services to
older persons in nursing homes and intermediate care facilities,
and staff training in such facilities (section 204). The law pro-
vides, however, that in areas where there is a community mental
health center, the grants are restricted to the CMHC or the State
agency.

-Grants may be made to any public or private nonprofit agency
which has an affiliation with a health care center and provides
mental health services which include at least 24-hour emergency
services, outpatient services, consultation and education (section
206).

-Grants may be provided to any public or private nonprofit entity
for projects for prevention of mental illness and promotion of
mental health and to demonstrate the effectiveness of interven-
tion techniques (section 208).

The final version of the legislation also retained provisions to en-
courage States to adopt a bill of rights and advocacy programs for
mental patients, although like the Senate-passed version, there are no



Federal mandates or sanctions for States which do not establish
and guarantee the rights of the mentally ill (title V).

C. MEDICARE REIMBURSEMENT FOR MENTAL HEALTH SERVICES

A wide range of proposals for expansion of mental health benefits
under medicare was introduced in the 96th Congress. Although the
House of Representatives attempted to remove restrictions in current
medicare coverage of mental health, the 1980 session ended without
congressional enactment of amendments to the medicare law relating
to mental health services.

The importance of adequate medicare reimbursement for mental
illness was stressed by Senator Heinz in his remarks before the Senate
on July 24, 1980, during consideration of the Mental Health Systems
Act.

... the services that this bill (S. 1177) would provide and
the amendments that Senators Pryor, Chiles, myself, and oth-
er members of the Aging Committee have offered today are
vital steps toward providing the critically based outpatient
care for our needy older Americans. But more must be done
to remedy the fragmented, acute-care oriented Federal health
care delivery system that is inadvertently, and unintention-
ally assuring that millions of our elderly do not receive the
care needed to allow them to be productive, active partici-
pants in our society.

The present medicare and medicaid systems stress treat-
ment for acute disorders, whereas the elderly suffer from
chronic disorders related to longevity. I believe it is time our
medicare system be revitalized to serve the purpose for which
it was intended-that is, meeting the health care needs of the
elderly and the disabled.

1. EARLY PROPOSALS

Some of the bills introduced during the 96th Congress to expand
medicare coverage for mental health services include:

-S. 123, introduced by Senator Inouye, which would have licensed
psychologists to be providers for purposes of medicare reim-
bursement.

-S. 458, sponsored by Senator Stafford, designed to establish pro-
vider status for community mental health centers, partial hos-
pitalization in lieu of inpatient hospitalization up to 60 days per
year, and provide reimbursement up to 25 visits per year for out-
patient services by community mental health centers.

-S. 1289, authored by Senator Heinz, would have eliminated the
190-day lifetime limit for inpatient psychiatric care under part
A of medicare, replaced the current 50-50 percent copayment for
outpatient mental health services under medicare part B with
80-20 percent copayment (the standard for physical health serv-
ices), eliminated the $250 annual ceiling for part B outpatient
mental health services, extended provider status to qualified com-
munity mental health centers, provided for reimbursement of



services by OMHG's on a cost-related basis, and allowed coverage
of partial hospitalization by CMHC's.

-S. 2176, introduced by Senator Inouye, would have included social
workers as qualified providers under medicare.

-S. 3029, introduced by Senators Matsunaga and Inouye, took a
different approach from the aforementioned bills on the issue of
expanded medicare coverage for mental health. This legislation
would have authorized the creation of a National Professional
Mental Health Services Commission, comprised of 13 Presiden-
tial appointees, to represent the various mental health profes-
sions-psychiatrists, psychologists, clinical social workers, and
psychiatric nurse specialists. The Commission would have been
charged with evaluating and recommending to the Secretary of
Health and Human Services combinations of patient character-
istics, therapeutic techniques, mental health professionals, and
treatment settings which are safe, effective, and appropriate for
specific mental health problems. Had the bill been enacted, medi-
care reimbursement would have ceased after 1980 for any mental
health service rejected by the Commission in concurrence with
the Secretary. Beginning in 1984, medicare payment could have
been made only for those services approved, for reimbursement.
The bill also would have raised the annual limitation for covered
outpatient services from $250 to $1,000 and reduced the bene-
ficiary copayment for mental health services from 50-50 percent
to 80-20 percent.

2. NO FINAL ACTION

The 96th Congress adjourned without hearings by the Senate Fi-
nance Committee or Senate action on any of these legislative meas-
ures. The House, however, did take steps toward expansion of medi-
care benefits for mental health services. The medicare amendments
(H.R. 3990) reported by the House Ways and Means Committee on
November 5, 1979 (H. Rept. 96-588, pt. 1) and by the Interstate and
Foreign Commerce Committee on March 18, 1980 (H. Rept. 96-588,
pt. 3), contained the following provisions for extension of medicare
coverage for mental illness:

-The ceiling on reimbursement of outpatient mental health serv-
ices was raised from $250 to $750 per year.

-The beneficiary copayment was reduced from 50 to 20 percent for
outpatient mental health servies, the same amount used for phys-
ical health services.

-Payment was authorized for services performed by qualified
psychologists; and

-Cost-related or other reasonable reimbursement was authorized
for services provided by qualified community mental health
centers.

Although the 96th Congress did not take up either the House (H.R.
3990) or Senate (H.R. 934) versions of the medicare amendments,
provisions for changes in the medicare program were incorporated in
recommendations by the House Ways and Means Committee (H. Rept.
96-1150, part 1) and the Interstate and Foreign Commerce Committee



(CP 96-IFC 51) for spending reductions in the omnibus budget re-
conciliation bill (H.R. 7765). The Senate Finance Committee re-
ported only the savings portions of its version of the medicare amend-
ments, and H.R. 934 contained no provisions for expanding medicare
mental health coverage. In conference, most of the spending provisions
of the House bill were dropped, including the coverage increases for
mental illness under medicare (Conf. Rept. 96-1479).

D. OUTLOOK FOR 1981

Mental health will be a significant issue in the 1981 White House
Conference on Aging. Consideration of issues such as long-term care
and health promotion and disease prevention will include discussion
of the chronically mentally ill and activities to promote mental health
among older persons in the community setting. In preparation for the
Conference, a Miniconference on Mental Health of Older Americans
was held in San Diego, Calif., on November 17-19, 1980, by the Ameri-
can Psychiatric Association, the American Psychological Association,
the American Nurses' Association, and the National Association of
Social Workers. Recommendations by these organizations have been
submitted to a technical advisory committee for the White House Con-
ference and will be distributed to the delegates at regional and national
meetings of the Conference.

During 1980, the Department of Health and Human Services devel-
oped a national plan for the chronically mentally ill. The task force
developing the plan was comprised of representatives of all parts of
the Department related to mental health services and reimbursement,
including the Health Care Financing Administration, the National
Institute on Mental Health, the National Institute on Aging, etc.
The final draft of the recommendations were submitted to the Secre-
tary in September. Whether these strategies or new ones proposed by
the Reagan administration are pursued, the issue of the chronically
mentally ill and deinstitutionalization will remain important in the
coming years.

Continued focus on medicare reimbursement for mental health serv-
ices can be expected in the 97th Congress. Although it is hard to pre-
dict whether the new Congress will consider actual expansions in
coverage, or support legislation designed to evaluate the safety and
effectiveness of mental health services, the cost of program expansions
will be an important issue.



Chapter 4

LONG-TERM CARE ISSUES
CHAPTER HIGHLIGHTS

Few concrete actions were taken during 1980 to develop a compre-hensive statement of Federal policy toward long-term care services forthe elderly and disabled, but the incremental development of com-munity-based and home care services continued. Amendments toliberalize the medicare home health program were signed into law andnew bills to broaden home care services were introduced. Grants andcontracts were awarded to a number of States to conduct new "Chan-neling" demonstrations and develop State long-term care plans.New questions were raised about the future of Federal nursing home
policies, as budget pressures halted the development of Federal rulesto expand nursing home resident's rights and require comprehensive
patient care management in all federally funded nursing homes. Con-gress also approved a controversial amendment to repeal Federal
requirements for State medicaid nursing home payments.

Preparations for long-term care policy discussions during the 1981White House Conference on Aging also reflected a growing concern
about Federal budget pressures, with little room for significant expan-
sion of direct Federal funding for long-term care services. Partici-
pants in a number of long-term care forums indicated their belief that
State and local governments, as well as private voluntary efforts, will
be faced with many challenges in the years ahead.

I. CAPACITY BUILDING: EXPANDING AND DELIVERING
COMMUNITY-BASED SERVICES

Amendments to expand medicare home health services were signed
into law at the end of 1980 and new bills were introduced which, if
enacted, would increase the supply of community and in-home services.
Efforts to improve the long-term care data base through additional
research and to develop education and training opportunities for serv-
ice providers were also underway.

Discussed below are a number of initiatives which have either begun
during this past year or will be the subject of further congressional
consideration during 1981. Other capacity-building activities in long-
term care (ongoing Health Care Financing Administration (HCFA)
and Administration on Aging (AoA) demonstrations, HCFA medi-
care-waiver hospice care projects, and AoA programs with local health
planning agencies, for example) are discussed in part 2 of this report,
report of the Department of Health and Human Services.
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Impact of 1978 Amendments

Amendments to the Older Americans Act in 19781 authorized spe-
cial demonstration activities to assist State and local governments
in the development of comprehensive long-term care service programs
for the elderly. The 1978 amendments also required increased coordi-
nation of all activities of the Administration on Aging and the net-
work of State and area agencies on aging with programs and activ-
ities of the HCFA (which administers the medicare and medicaid
programs) and Federal, State, and local health planning systems.

In fiscal year 1980, Congress appropriated $20.5 million to fund
a series of capacity-building activities in long-term care, with pri-
mary emphasis to be given to the development and testing of new
models of comprehensive community long-term care programs.2

Activities were to be jointly funded through AoA and HCFA, with a
$10-million allotment from AoA by special authorization and $10.5
million to be obligated through the HCFA overall research and
demonstration authority. The office of the Assistant Secretary for
Planning and Evaluation was to assure that all efforts were coordi-
nated throughout the Department.

In June 1980, the Department notified the Committee on Aging3

of its intent to obligate up to $14 million of earmarked appropria-
tions to support and evaluate a series of long-term care "channeling"
demonstrations; approximately $1.5 million to support 1-year State
system development grants for statewide long-term care plans; and
$3 million for national surveys to gather new information on the
characteristics of the long-term care population, services currently
available to them, and estimates of further needs. Additional amounts
from the appropriation would be directed toward continuing current
long-term care demonstration projects within HCFA and AoA.

The administration's budget request for fiscal year 1981 for this
special long-term care initiative, as submitted to Congress in January
1980, was for $20.5 million to continue existing initiatives, and fund
up to 10 additional channeling demonstrations.4 In a revised budget
submitted by the administration later in the year, however, the amount
requested for the long-term care activities was reduced to $15.5 mil-
lion., The full $15.5 million was approved by Congress as part of a
continuing appropriations bill for fiscal year 1981.6 In a colloquy
on the Senate floor during debate on the continuing resolution, Senator
Lawton Chiles noted the Senate Appropriations Committee intent
that priority continue to be given to the long-term care demonstra-
tions, and pointed to the "unique coordination and cooperation they
are forging between health programs funded under medicare and

1 Public Law 95-478.
Public Law 96-38. See U.S. Congress. Senate. Appropriations Committee. "Authorizing

Appropriations for the Departments of Labor, Health and Human Services," fiscal year
1980. Washington, S. Rept. No. 96-247, p. 149.

3 Letter to Senator Lawton Chiles, chairman, Senate Special Committee on Aging, from
John Palmer, Assistant Secretary for Planning and Evaluation, Department of Health and
Human Services, June 3, 1980.

0 The Budget of the U.S. Government, fiscal year 1981. Executive Office of the President,
Offce of Management and Budget, Washington, 1980.

Fiscal Year 1981 Budget Revisions. March 1980. Executive Office of the President,
Office of Management and Budget, Washington, 1980.

* H.J. Res. 637, Public Law 96-536. The continuing resolution, however, is only effective
through June 5, 1981.



medicaid and social services supported by title XX of the Social Se-
curity Act and the Older Americans Act." 7

The administration's budget request for fiscal year 1982 asked for
an appropriation of $10.5 million for HCFA and $10 million for AoA
to restore the joint demonstration initiative to the original $20.5
million level.8

A. FIRST CHANNELING DEMONSTRATION CONTRACTS AWARDED
In September 1980, the Department of Health and Human Services

awarded a total of $10.4 million to 12 States to establish demon-
stration projects in local communities to plan and provide com-
prehensive long-term care services. Each project is now in the process
of developing a system to screen potential recipients of long-term care
services, make an assessment of each person's service needs, develop
an individually tailored plan of care, make arrangements for the ap-
propriate support services, and provide followthrough and advocacy
services to each individual.

States receiving the initial demonstration awards are funded for a
period of 2 years under the contracts negotiated in fiscal year 1980.
An additional 3 years of funding could be received under the demon-
stration program design. States included in the initial round of fund-
ing were Florida, Hawaii, Kentucky, Maine, Maryland, Massachu-
setts, Missouri, New Jersey, New York, Ohio, Pennsylvania and Texas.

B. STATE SYSTEM DEVELOPMENT GRANTS

A total of $1.5 million in 1-year grants was awarded to 15 addi-
tional States to develop statewide long-term care plans. These States
will be able to participate in the demonstration program next year, or
later if the demonstrations are continued.

States receiving 1-year grants for developing State long-term care
plans from fiscal year 1980 funds include California, Delaware, Illi-
nois, Idaho, Colorado, Washington, Oregon, Minnesota, Rhode Island,
Wisconsin, Arkansas, South Dakota, North Carolina, New Hamp-
shire, and the District of Columbia.

In both the channeling demonstration contracts and the 1-year State
system development grants, the Department required that adminis-
tration be through a State-level agency or unit of government. Each
State's Governor was to designate a single State unit to assume re-
sponsibility for administering the contract or grant, but the project
had to be developed by a consortium of each State's agency with re-
sponsibility for medicaid, title XX social services, and Older Ameri-
cans Act programs.'

' Chiles, Lawton. "Long-Term Care Demonstrations." Remarks in the Senate. Congres-sional Record Dec 10 1980, p. S16093.
0 Budget oi the U. Government, Fiscal Year 1982. Executive Office of the PresidentOffice of Management and Budget, Washington, 1981.9 "Revised Notice of Intent To Initiate National Long-Term Care Channeling Demon-stration Program," Federal Register, vol. 45. No. 57, Friday, Mar. 21, 1980, p. 18483."National Channeling Demonstration Program: Announcement for Long-Term Care Sys-tem Development Grants," Federal Register, vol. 45, No. 100, Wednesday, May 21, 1980,p. 34250.



C. ROBERT WOOD JOHNSON FOUNDATION GRANTS

The Robert Wood Johnson Foundation, a private philanthropic
organization with a strong emphasis on research and development
activities in the delivery of health care services, has also made the de-
velopment of coordinated systems of community services for the el-
derly a priority. In February 1980, the Foundation announced the
award of $4.6 million in grants to eight area agencies on aging to
coordinate community services for the elderly. Each of the eight grant
awards will be administered through a coordinating agency created by
an area agency on aging and a community voluntary organization
providing services to the elderly. The coordinating agencies will pro-
vide case-finding, assessment, referral, and followup services. Grants
were made to develop local programs in New York, Ohio, Nebraska,
Maryland, South Carolina, Pennsylvania, Tennessee, and Illinois.

D. HOME HEALTH DEMONSTRATION PROGRAM

Since fiscal year 1976, a special home health demonstration pro-
gram, administered by the Public Health Service, has awarded 345
grants to develop 85 new home health agencies and expand services
in 260 additional home health agencies. An additional 77 grants have
been awarded to train home health agency personnel.

The purpose of the program, as authorized by Congress,o is to
provide seed money for development of home health agencies in under-
served areas of the country, and expand the services of other home
health agencies so that they may be certified for medicare participa-
tion. To be certified for medicare reimbursement for home health serv-
ices, a home health agency must provide skilled nursing services and
one additional skilled service-either physical or speech therapy.
Though not required for medicare participation, it is desirable to have
additional services, such as home health aide services, available
through a home health agency. In some areas of the country, partic-
ularly rural areas, the supply of trained professionals in all these areas
is limited. Therefore, the program also authorizes special training
grants.

All but 1 of the 345 home health agencies receiving grants under
this program were eventually certified by medicare and continue to
provide services even though Federal grant support has been
terminated.

If this grant program is to continue beyond this year, it will have
to be reauthorized by Congress during 1981.11 During fiscal year 1980

1o The program was originally authorized by Public Law 94-66, through an amendment
offered by then chairman of the Committee on Aging, Senator Frank Church, with an
authorization of $8 million for demonstration and expansion grants. Public Law 94-640
extended the authorization through fiscal year 1977 with authorized levels of $8 million
for demonstration and expansion grants and $4 million for training of home health person-
nel. An additional $12 million for fiscal year 1978 was authorized by the Health Assist-
ance Programs Extension Act of 1977. Public Law 95-626 then authorized the program
for an additional 3 years. through fiscal year 1981, incrementally increasing the authoriza-
tion amounts to $13 million for demonstration and expansion grants and $2.5 million for
training grants in fiscal year 1981.

11 Senator Orrin Hatch, the new chairman of the Senate Labor and Human Resources
Committee which has jurisdiction over this program, Introduced a bill to reauthorire the
demonstration program early In 1981 (S. 234). One major difference in the bill as Intro-
duced and the current program is that loans would be made available to proprietary
home health aeencies as well as grants to public and nonprofit agencies. The current pro-
gram is limited to grants to public and private nonprofit agencies.



and fiscal year 1981, the administration requested no funds for the
demonstration program, recommending its termination. Congress,
however, continued appropriations for the program at a level of $5
million in fiscal year 1980, and $4 million for fiscal year 1981.12

E. LONG-TERM CARE GERONTOLOGY CENTERS

During fiscal year 1979, the Administration on Aging awarded 22
grants to research institutes and universities to plan the develop-
ment of long-term care gerontology centers. An additional seven plan-
ning grants were awarded during fiscal year 1980.

Once operational, a center would be a resource for educating and
training professionals, paraprofessionals, and volunteers in long-
term care programs and would provide assistance to States and com-
munities to plan, manage, and set service priorities for the functionally
impaired elderly.

Operational grants have been awarded to Brown University, Co-
lumbia University, the University of Southern Florida, the Uni-
versity of California at Los Angeles, and the University of Washing-
ton at Seattle. In January 1981, AoA announced the availability of up
to $2.1 million to support up to five additional operational long-term
care gerontology centers in fiscal year 1981, and $850,000 for support
of two additional centers in fiscal year 1982.13 These centers will be
chosen from among those who earlier had received planning grants.

F. MEDICARE HOME HEALTH AMENDMENTS SIGNED INTO LAW

A number of amendments to expand the medicare home health pro-
gram were signed into law on December 5, 1980.14 Each will become
effective July 1, 1981.

1. REMOVAL OF PRIOR 3-DAY HOSPITALIZATION REQUIREMENT

A medicare beneficiary will no longer have to be hospitalized for a
period of at least 3 days before becoming eligible for home health
benefits under medicare part A (hospital insurance). Under the new
law, the part A home health benefit will be available, essentially, under
the same conditions as the part B (supplementary medical insurance)
home health benefit.

The change primarily will affect about 1.1 million medicare benefi-
ciaries who do not have medicare coverage under part B, and who
would have had no access to home health coverage unless hospitalized.
(The prior law required the condition for which home health was
being prescribed by a physician to be the same condition treated in

" The fiscal year 1981 funding is contained in Public Law 96-536. a continuing appro-priations resolution passed by Congress on Dec. 16, 1980. The resolution, however, onlyauthorizes appropriations through June 5, 1981.
1n "Multidisciplinary Centers of Gerontology Program: Long-Term Care GerontologyCenters," Federal Register, vol. 46, No. 12, Monday, Jan. 19, 1981, p. 5072.
14 Public Law 96-499. H.R. 7765. Omnibus Reconciliation Act of 1980. A number ofamendments were originally introduced in the Senate on Feb. 26, 1979, as part of S. 489,Medicare Home Health Amendments of 1979, and some were reported by the Senate FinanceCommittee as part of H.R. 934 on Dec. 10, 1979. The amendments were introduced in theHouse and reported by the Ways and Means Committee as part of H.R. 3990 on Nov. 5,1979. See "Developments in Aging: 1979," part 1, pp. 85-86, for discussion of originaldifferences between Senate and House versions of the amendments.



the hospital. This will no longer apply.) The change in law is also
expected to correct the potential for physicians to place a medicare
beneficiary in an acute-care hospital in order to qualify the benefi-
ciary for the home health benefit, thereby actually increasing the over-
all medicare costs for treatment of an illness.

2. ELIMINATION OF NUMBER-OF-VISIT RESTRICTIONS

Statutory limitations on the number of home health visits allowed
under medicare part A and part B were removed. Before this change,
the medicare part A home health benefit was limited to 100 visits per
period of illness, and the part B benefit was limited to 100 visits per
calendar year. Some medicare beneficiaries who had used up 100 visits
under part A might have been able to continue receiving visits under
part B, but this limitation also restricted the number of visits for
those beneficiaries who did not carry part B insurance (1.1 million).

This change also was advocated to encourage more reliance on home
health care as an alternative to other forms of health care.

3. REMOVAL OF $60 DEDUCTIBLE UNDER PART B

Requirements for the beneficiary payment of a $60 deductible, per
calendar year, for home health services under medicare part B have
been removed. With this change in the law, there is no patient cost-
sharing for home health services under part B. Any medicare benefi-
ciary utilizing other part B insurance benefits, however, still would
have to meet the $60 deductible each calendar year, as well as a 20
percent coinsurance charge for each service.

4. OCCUPATIONAL THERAPY

Occupational therapy has been made a primary, or qualifying
service under the medicare home health benefit. Prior to this change
in the law, a medicare beneficiary had to have a prescribed need for
skilled nursing care, physical therapy, or speech therapy, to qualify
for the home health benefit. Occupational therapy services also were
covered, but a beneficiary would have to have an additional need for
one of the other three services to receive any occupational therapy.
Under the new law, a prescribed need for occupational therapy alone
would qualify a medicare beneficiary for the home health benefit.

This change adds more flexibility to the home health program, and
is expected to effect primarily certain patients, such as stroke victims
or those with vision problems, who do not necessarily need skilled nurs-
ing care but could remain in their homes with some help in adjusting
to their new physical limitations. It also would mean that a recovering
stroke victim, for example, who might be receiving both skilled nursing
care and occupational therapy under the home health benefit, could
continue to receive the occupational therapy services, if needed, after
skilled nursing care was no longer needed.

5. NO STATE LICENSING REQUIRED FOR PROPRIETARY AGENCIES

The new law also eliminates the State licensing requirement for
proprietary home health agencies. Prior to this change, a proprietary



home health agency was required to be licensed by a State before being
able to participate in the medicare program. Public and private non-
profit home health agencies, however, <tid not have to be licensed by a
State in order to participate in medicare if they met the medicare
conditions of participation for home health agencies.

Under the new law, any home health agency, regardless of sponsor-
ship or tax status, must be licensed by any State which has a licensing
program for home health agencies if it meets the requirements of the
State licensing program. In those States without licensing programs,
any agency, regardless of sponsorship or tax status, meeting medicare
conditions of participation, could participate in the medicare program.

This change in law is expected to increase the number of medicare-
certified home health agencies throughout the country. Currently, 26
States license home health agencies. One of these States, New York,
excludes proprietary home health agencies from licensure. The growth
of home health agencies could also be controlled by State certificate-
of-need laws. Approximately 32 States currently have some form of
certificate-of-need requirement for all or some types of home health
agencies.

Each of the amendments discussed above is expected to expand the
availability of home health services under the medicare program.
Concerns about adequate program controls, however, also resulted in
changes to the law to increase program administrative efficiency and
safeguards against program abuse. These amendments, and their ef-
fect on medicare home health agencies, are discussed in chapter 3,
section II, "Continued Emphasis on Controls for Medicare-Medicaid
Abuse."

G. HoME HEALTH AmE DEMONSTRATIONS

Public Law 96-499 also contained an amendment to require the
Department of Health and Human Services to conduct demonstration
projects, in up to 12 States,6 to train and employ individuals partici-
pating in the program of aid to families with dependent children
(AFDC) as home health aides. The demonstration program would
be administered through a State medicaid agency, and Federal reim-
bursement for the costs of the program would be at a matching rate of
90 percent. Programs could be operated for a period of up to 4 years.
A formal training program for the aides would have to be established
by any State participating in the demonstrations, and approved by
the Secretary of the Department of Health and Human Services.

House and Senate conferees urged quick implementation of these
demonstration programs, asking that the administration issue any
necessary guidelines to States by April 1, 1981. Guidelines are being
developed by the Office of Research, Demonstrations, and Statistics
of the Health Care Financing Administration.

. U The conference report accompanying this legislation made it clear that the conferees
would be amenable to any request by the administration to increase the number of States
participating in such demonstrations if early experience was favorable. The report also
cited seven States (California, Georgia, Hawaii, Michigan, New Jersey, New Mexico, and
New York) which had already "demonstrated an active interest and support" for this type
of program. U.S. Congress. House of Representatives. "Conference Report To Accompany
H.R. 7765, Omnibus Reconciliation Act of 1980." Washington, report No. 96-1479, p. 144.



H. HOUSE AND SENATE HEARINGS ON NEW BiLLs

In addition to completing action on home health amendments, hear-
ings were held on two new bills which would provide different ap-
proachis to expanding the supply of community and home care serv-
ices for the long-term care population.

1. NONINSTITUTIONAL LONG-TERM CARE SERVICES FOR THE ELDERLY

AND DISABLED ACT

In June, Senators Packwood and Bradley introduced the Noninsti-
tutional Long-Term Care Services for the Elderly and Disabled Act.8

As introduced, the bill would create a new title XXI of the Social
Security Act to provide basic entitlements for home health, home-
maker, home health aide, adult day care, and respite care services. The
bill also would provide for a tax credit of $100 per year for families
caring for dependent elderly relatives.

Existing sources of funding for these services currently authorized
under medicare (title XVIII of the Social Security Act), medicaid
(title XIX of the Social Security Act), and block grants to States
for social services (title XX of the Social Security Act) would become
part of the new title XXI.17

Full reimbursement would be provided for up to 50 home health,
homemaker/home health aide, and adult day care visits in any calendar
year. An unlimited number of additional visits for each of these
services would also be covered, but subject to a copayment adjusted
according to beneficiary income. Up to 336 hours of respite care
visits in the home would be available per calendar year. Adult day
services could be provided in a senior center, intermediate care nursing
facility, hospital, rehabilitation center, or center for the handicapped.

All individuals age 65 or over, and all disabled individuals who
currently qualify for benefits under the disability insurance provistons
of the Social Security Act (title 1I) or for supplemental security
income benefits (title XVI), or medicare and medicaid would be
eligible for the home and community care services.

The actual receipt of services would have to be authorized by
a preadmission screening and assessment team, under the general
direction of a physician. The teams would assess health and functional
status, develop a plan of care, periodically reassess status, and assist
the beneficiary in obtaining appropriate services from community
providers.

Implementation of the new program would first be through 10
3-year statewide demonstrations (1 in each of 10 Federal Department
of Health 'and Human Services regions) with a joint evaluation of
the demonstrations by the General Accounting Office (GAO) and the
Department of Health and Human Services. The bill provides that
the results of this evaluation, as well as an analysis of the costs of

'e S. 2809, Introduced on June 10. 1980. Cosponsored by Senators Nelson, Heinz. Matsu-
naga. Cohen. Cochran. Javits, Williams, Melcher, Domenici, Randolob. Durkin. and Leahy.
See Packwood. Robert. "Long-Term Health Care for Or Senior and Disabled Citizens."
Remarks in the Senate. Congressional Record, June 11. 1980. p. S6645. Bradley. Bill.
"Long-Term Home Care Act of 1980." Remarks in the Senate. Congressional Record,
June 13, 1990. p. S6905.

17 See p. 86 for estimates of current Federal funding for home care services now coming
from these programs.



such a program done by the Congressional Budget Office, would be
required before the program could be implemented.

Hearings on the bili were conducted on August 27, 1980, by the
Senate Finance Subcommittee on Health, which has jurisdiction over
the measure, but no action was taken by the committee at the end of
the 96th Congress."8 It is expected that the bill will be reintroduced
m 1981 for consideration by the 97th Congress.

The Senate Committee on Aging and the Committee on Labor and
Human Resources also conducted a joint hearing on the bill, cochaired
by Committee on Aging Senator Bill Bradley and the then-chairman
of the Committee on Labor and Human Resources, Senator Harrison
A. Williams .2

At Senate Finance Committee hearings on the bill, Senator Robert
Packwood explained the reasons for combining home care funding
under medicare and medicaid into a new title XXI:

The current health care system often places people into
specific entitlement groups. Those eligible for medicare are
one entitlement group, those who qualify for medicaid repre-
sent another, and those eligible for title XX are yet another.
While it is true that there may be limited overlap among the
different entitlement programs, for the most part what we
have established is a social and medical care system for the
elderly and disabled that separates people by age or income
class. Therefore, while persons 65 and over are eligible for
both medicare and medicaid, only very low-income seniors
can qualify for medicaid, and thus benefit from both
programs.2 0

Senator Bill Bradley outlined three goals he expected the legisla-
tion would achieve if passed:

... (The bill would) increase the availability of services
and stimulate additional groups in the community to provide
title XXI services by extending Federal reimbursement to
commimity-based providers: assure a continuum of services
available to the elderly and disabled under the Social Security
Act b- combining these services under one title and providing
for service delivery on a comnrehensive basis, and secure
needed care for the elderly and disabled and also prevent the
unnecessary and inappropriate placement of these individuals
in institutions by funding screening, assessment, and case
management services.21

2. MEDICAID COMMUNITY CARE ACT OF 1980

On December 19, 1979, Representatives Claude Penper, chairman of
the House Select Committee on Aging, and Henry Waxman, chairman
of the Subcommittee on Health and the Environment of the House
Committee on Interstate and Foreign Commerce, introduced the Med-

18 TT.S. Con-ress. Senate. Subommittee on Health of the Committee on Finance. "Com-
vrehensive Cnmnity is3Ae'i Noninstit-tional Low-'pertn Carp for the Eldlerly and Dis-
ahle1." Hearing. 06th Coveress. 2,1 sesion. on 4. 2809, Aug. 27, 1980. Washington D.C.,
U.S. 'n-eroment Printing Offlee. 1990. Rer. No. 96-98.1TT*S. Congress. Qonate. Reeial Committee on Aping and Committee on Labor and
Himan Resources. "Home Health Care: Foture Policy." Joint hearing. Nov. 23. 1980.
Princeton. N.T. Hearing transeriot not in orint at time of publication of this report.* Senate Finance Committee hearings, Aug. 27, 1980.

n Ibid.
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icaid Community Care Act of 1980 (H.R. 6194). The Subcommittee on
Health and the Environment, which has jurisdiction over the medicaid
program in the House of Representatives, held 2 days of hearings on
the bill during the year, but final action was not taken by the commit-
tee.2 2 This bill is also expected to be reintroduced during the next ses-
sion of Congress.

As introduced, the 'bill would increase the Federal medicaid match-
ing rate to States by 25 percent (up to a maximum Federal rate of 90
percent) for community- and home-based services provided to individ-
uals at risk of institutionalization under a State medicaid program.

In order to receive the increased match rate for these services, a
State medicaid plan would be required to:

-Provide a comprehensive medical and social assessment for each

person who may require nursing home care.
-Provide skilled nursing and home health aide services, medical

supplies and equipment, physical, occupational, and speech ther-

apy, adult day health services, respite care, homemaker services,
and nutrition counseling as part of the medicaid home health
program.

-Provide payment for these services within limits set by the De-
partment of Health and Human Services at a rate not to exceed
the cost of skilled nursing care in each State; and

-Coordinate medicaid home health services with similar services
provided under medicare, title XX, and the Older Americans Act.

The bill would also allow medicaid reimbursement for home health
services for the aged, blind, and disabled with incomes slightly higher
than a State's medicaid income eligibility level who would nevertheless

qualify for medicaid nursinq home payments in that State (those with
incomes between 100 and 300 percent of the Federal supplemental se-
curity income standard). This provision would primarily affect those
17 States without a "medically needy" medicaid program, and would

allow them to slightly expand medicaid eligibility for home health
services without having to institute a full medically needy program
for all medicaid-covered services. 2 3

Under current medicaid law, State home health plans vary widely.
Medicaid home health services must be made available to anyone en-

titled to skilled nursing facility services under a State medicaid plan.
A nursing service, as defined by State nurse practice statutes, must
be included in a medicaid home health program. Part-time or inter-
mittent visits by a registered nurse, home health aide services and

needed medical sunplies, eouipment. and annliances. must also be

covered. All additional services which would be required under the

Medicaid Community Care Act of 1980 are at State option. Under
current law, States also have much more flexibility to set payment
rates for home health services.

22U.S. Congress. House of Renresentatives. Subcommittee on Health and the Environ-
ment of the Committee on Interstate and Foreign Commerce. "Medicaid Community Care
Act of 1980." Hearines. 96th Cone.. 2d seas.. on H.R. 6194. June 10 and 23, 1980. Wash-
inaton. U.S. Gonvernment Printine Offi~e. 19PR0. Ser. No. 96--165 .

SThis provision to "canalize" medicalId Income elisibiltv levels for both w~rsine borne
care and commuinty care was also included In the admlnistrAtion". leeis]ative nronosals
for fiscal vear 1981. as outlined in the fiscal year 1081 TT.S. Biideet and later sent to
Conress in legislative form alonr -4th numerous additional amendments to medieare and
medicaid. The administration's bill, however, was never introduced and no action was
taken.



II. NURSING HOME ISSUES

The Federal involvement in nursing homes is tremendous. Of the
approximately 26,000 nursing homes in the Nation, almost 20,000 vol-
untarily participate in the medicare and/or medicaid programs (5,500
in medicare and 18,500 in medicaid).

Tensions produced by conflicting demands to improve the quality
of life for nursing home residents and contain escalating medicaid
costs were evident throughout the year.
.A review of all Federal requirements for nursing homes participat-
ing medicare or medicaid was begun by the Health Care Financing
Administration (HCFA) in 1978 and resulted in the first proposed
changes to rules which originated in 1974. Considerable interest in
the proposed regulations was generated during the public comment
period, but no final decisions were made. Growing concerns about
escalating medicaid costs were reflected in the debate on proposed
changes and contributed to a slowdown in further development.

HCFA also began a review of Federal requirements for State
survey and certification of nursing homes and the enforcement of
required standards of care.

In Congress, the Federal mandate that States reimburse nurs-
ing homes on the basis of the costs of providing care was again chal-
lenged. A change in the law was made, but the impact of that change
on the nursing home industry and the residents is unclear.

A. NURSING HoME REGULATIONS PROPOSED

Thousands of comments were received by the Department of Health
and Human Services (HHS) on the proposed regulations for nurs-
ing homes participating in medicare and medicaid. New nursing home
fire and safety rules were also proposed. Final rules on protection of
nursing home residents' personal funds were issued in July, but did
not become effective because of changes ordered by the Office of Man-
agement and Budget (0M13). The new administration has announced
that all three of these initiatives will be fully reviewed before any
further action is taken.

1. PROPOSED CONDITIONS OF PARTICIPATION FOR NURSING HOMES

In order to receive reimbursement for patient care from either medi-
care or medicaid, nursing homes must meet a set of minimum Federal
standards for medical and rehabilitative care, living environment,
staffing, and physical safety. These standards are referred to as "con-
ditions of participation."

'Current conditions of participation have been in force since 1974.
During the past few years various criticisms have been leveled against
the current standards including inadequate emphasis on the rights of
nursing home residents; being vague and difficult to enforce; encourag-
ing more attention to the paperwork required to prove compliance than
to the outcomes of patient care; requiring both too little professional
nursinq care and too much professionalism among nursing home staff;
and being generally out of touch with newer trends in nursing home
care and more progressive standards as required by some States. Criti-
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cisms of lax requirements for resident safety and care were often
voiced by members of the Committee on Aging.24

In 1978, HCFA began a review of all nursing home conditions of
participation, soliciting comments from consumers, public officials,
and nursing home service providers. On July 14, 1980, new conditions
of participation for all nursing homes participating in medicare and
medicaid were proposed to expand resident rights and make them a
full condition of participation.25

Resident Rights

As proposed, all nursing home residents would be guaranteed rights
to personal privacy, to retain personal property in their rooms, and
to purchase personal goods with their own funds from sources out-
side the nursing home. Residents would be given the right of free
and private access to visitors, including nursing home ombudsmen
and State nursing home inspection and survey personnel. As proposed,
all nursing homes would be required to allow at least 12 hours of visit-
ing time each day, and nursing home ombudsmen must be given access
to any resident who wished to see them.

Nursing homes would also be required to allow residents to choose
their own physician and permit residents access to their own medical
records. Residents would have the right to form patient councils, to
be protected against unnecessary drug or physical restraints, and to
be informed in advance of any transfer to another nursing facility or
to another room within the same facility.

Current nursing home regulations specify a number of basic resident
rights but are stated as standards rather than a condition of participa-
tion. Only violations of a full condition of participation can serve as
the basis for Federal sanctions against a nursing home. Therefore,
the proposed change would make violations of resident rights a basis
for sanction.

Other Proposed Changes

Increased training for nurses' aides, who provide most of the resi-
dent care in nursing homes, would be required. Nursing homes would
also be required to assist residents in obtaining services which are not
available through the nursing home, such as dental and podiatric
services.

Conditions of participation for skilled nursing and intermediate
care facilities would be unified, providing a single set of standards
for nursing homes providing both levels of care.

The proposed changes would also require a comprehensive patient
care management system in all nursing homes, bringing together

2 U.S. Congress. Senate. Special Committee on Aging. "Nursing Home Care in the
United States: Failure in Public Policy." Introductory report and supporting papers 1
through 7. 1974-77. Al.o see the following more recent hearings chaired by members of
the committee: U.S. Congress. Senate. Snecial Committee on 'Aging, "The Feleral-State
Effort in Long-Term Care for Older Americans: Nursing Homes and 'Alternatives.'"
Hearings. Chicago. Ill., Aug. 30, 1978. Chaired by Senator Charles Percv.

U.S. Congress, Senate. Subcommittee on Federal Spending Practices. "Problems in the
Procedures Now Used for the Medicare and Medicaid Certification of Skilled Nursing
Facilities and Intermediate Care Facilities." Hearings, Washington, D.C., July and
November 1978. Chaired by Senator John Heinz.

""Conditions of Particination for Skilled Nursing and Intermediate Care Facilities."
Proposed rule. Health Care Financing Administration. Federal Register, vol. 45, No. 136,
Monday, July 14. 1980. p. 47368.



physician, nurse, rehabilitation, and social services specialists to devel-
op a detailed individual plan of care for each resident. The resident
and/or family would also have the right to participate, if they wished.
A comprehensive assessment of each resident's physical, medical, and
psychosocial condition would be required at the time of admission,
and would be periodically updated as part of this process.

Reaction to Proposal8
The reaction to the proposed rules was mixed. Advocates for nurs-

ing home residents, including a number of the largest organizations
representing the elderly, supported the resident rights proposals but
were disappointed that requirements for expanded nursing care were
not included. Nursing home resident advocates were also very sup-
portive of provisions to require that ombudsmen be given access to
any resident wishing to see them. Provisions of the 1978 amendments
to the Older Americans Act 26 which required every State to institute a
long-term care ombudsman program also directed each State to estab-
lish procedures for ombudsman access to facilities and resident rec-
ords. This provision of the proposed regulations was meant to help
establish that access.

Support was voiced, particularly for the proposed resident rights,
by the National Retired Teachers Association/American Association
of Retired People. the National Council of Senior Citizens, the Na-
tional Council on the Aging, the Citizen's Coalition for Nursing Home
Reform, and the American Association of Homes for the Aging.
Others, including many providers, criticized the proposed rules as
being too costly and difficult to implement or enforce.

As originally proposed, the rules were to be open for public com-
ment for 60 days, but the comment period was extended for another
30 days as a result of considerable public interest. Over 3,500 separate
comments were received by HHS.

The Department had estimated that the total cost of implementing
the rules, as originally proposed, would be about $80 million a year,
largely from changes required by the new patient care management
system.2 7 A separate study commissioned by the American Health
Care Association and the National Council of Health Centers, how-
ever, estimated that the total costs of implementation would be $535
million a year, including $185 million alone to provide visitors access
to residents.28

During the Senate Appropriations Committee's consideration of a
continuing appropriations resolution for fiscal year 1981,29 Senator
Henry Bellmon expressed concern over the cost estimates and pro-
posed an amendment to prohibit HHS from finalizing any part of the
proposed regulations during fiscal year 1981. This amendment was
modified by Senator Lawton Chiles to make issuance of any of the
proposed rules in final form contingent upon receipt of revised cost

' Public L w 95-478. Final regulations governing the ombudsman program were issuedon V.ar. 31. 1980. Federal Register, vol. 45. No. 63. Tn. 21151.
"U.S. nepartment of Health and Human Services. Health Care Financing Administra-tion. Health Standards and Quality Bureau. "Rezulatory Analysis, Pro-osed Conditionsof Particination for Skilled Nursing and Intermediate Care Facilities." Washington,June 30. 1A980.
2 Anplied Management Sciences, "Examination of the Economic Imnact of the Proposed

Merlienre and Medicaid Conditlon of Participation for Skilled and Intermediate CareFacilities. Prenared for American Health Care Association and National Council of HealthCenters." Silver Spring Md., Aug. 29. 1980.
" H.J. Res. 644. Public Law 96-536.



estimates and an evaluation of the proposed regulations being pre-
pared by the General Accounting Office (GAO).

At the end of the year, HHS prepared to issue final rules on resi-
dents' rights alone, at an estimated cost of $20 million a year.so No

final action was taken, since the GAO report was not submitted to

Congress until February. It will be up to the discretion of the new
administration to decide whether or not to continue their development.

2. PROTECTIONS FOR PERSONAL FUNDS

IHS proposed regulations in September 1978, to implement provi-
sions of 1977 and 1978 amendments to medicare and medicaid which

require that all nursing homes establish accounting systems for han-
dling a resident's personal funds.31 The final rules, to be effective
October 1, 1980, were published in July 1980.2 The rules required all
nursing homes to provide residents with an explanation of their rights
regarding personal funds and a listing of services-not provided by
the nursing home as part of its basic rate-which could be charged to
their personal funds. Nursing homes were also required to set up an
accounting system for personal funds, if requested by a resident: to
keep resident personal funds separate from facility funds; and to
deposit any personal funds in excess of $150 in an interest-bearing
account. Nursing homes would keep a written record of all financial
transactions made from personal funds and provide residents with
quarterly statements of account.

Shortly before the effective date, however, the Office of Management
and Budget (OMB), which must review all Federal requirements for
recordkeeping, ordered a revision. A full review and revision must be
completed before any new final rules are issued. Since the law requires
accounting systems for personal funds, however, some additional
action must be taken unless the law is changed.

3. FIRE SAFETY RULES

New rules were also proposed by HITS in July to require all newly
constructed nursing homes to have automatic sprinkler systems as a
protection against fire.3

3 These will also be reviewed by the new ad-
ministration before any final rules are published.

4. ENFORCING THE RULES: HCFA PROPOSALS

States are responsible for enforcing nursing home conditions of par-
ticipation. A designated State survey agency determines whether or
not a nursing home meets conditions of participation and certifies eli-
gibility for reimbursement from medicare and medicaid. A separate
State agency, usually the medicaid agency, is also required to perform

. Final regulations on residents rights were signed by then-Secretary Patricia Roberts
Harris on Jan. 19. 1981, and withdrawn by the new administration on January 21.
Federal Register, "Notice of Withdrawal of Secretarial Approval," vol. 46, No. 15, Friday,
Jan. 23. 1981, p. 7408.

11 Public Law 95-142 and Public Law 95-292.
= "Medicare and Medicaid Programs. Protection of Patients' Funds." Final regulation.

Federal Register. vol. 45, No. 144, Thursday. July 24, 1980. p. 49440.
as "Medicare and Medicaid Programs. Automatic Extinguishment Systems for New Long-

Term Care Facilities." Proposed regulations. Federal Register. vol. 45, No. 146, Monday,
July 28, 1980, p. 50268.



reviews of resident care to determine the appropriateness of the care
and whether the resident's condition meets medicare or medicaid eli-
gibility guidelines. These reviews are either made by medicaid "in-
spection of care" teams or, in some areas of the country, by medicare
professional standards review organizations (PSRO's)." Further,
each nursing home is required to have an internal utilization review
committee.

Many States have been severely criticized for lax enforcement of
nursing home regulations, particularly in the survey and certification
process. The Federal Government, which by law has a responsibility
to insure that State enforcement activity is adequate, has also been
criticized for not exercising its oversight authority with enough vigi-
lance.

Elements of the proposed conditions of participation cited above
were directed toward clearing up some of the ambiguities thought to
contribute to enforcement problems. Additionally, HCFA announced
its intent to conduct a review of all Federal requirements for certifica-
tion, medical care evaluation, and utilization review. Meetings were
held in all 10 Federal regions from March through June, and com-
ments on a number of specific issues related to nursing homes were
requested, including the following:

-How conflicting determinations of nursing home compliance with
the conditions of participation made by State survey teams and
State inspection-of-care teams (or PSRO reviewers) could be re-
solved. Proposals included requirements for exchange of reports
between teams and setting more specific guidelines for inspection-
of-care reviews to make them more consistent with survey team
guidelines.

-Whether or not all States should be required to integrate the func-
tions and administration of survey and inspection-of-care teams.
Both surveys could be performed under the jurisdiction of the
same State agency and/or the comprehensive evaluation now done
by inspection-of-care teams could be reduced to a screening
review.

-Whether or not States should be given more flexibility for con-
ducting utilization review in intermediate care facilities, includ-
ing elimination of utilization review committees in nursing homes.

-Whether or not a nursing home resident and/or family should be
able to participate in the survey and certification process, helping
to make determinations regarding a nursing home's certification
for continued Federal funding. (The proposed conditions of
participation discussed above would give a resident the right
to meet with survey personnel.) A nursing home resident's right
to have a say in decertification of a medicaid facility has been
the subiect of court debate. Since decertification means a transf.-
of residents to another facility, with possibilities of lifethreat-
ening "transfer trauma," attorneys argue on behalf of residents
for their Participation. A recent U.S. Sunreme Court decision.
however, held that the residents of a nursing home are not cor

34 Only about one-fourth of approximately 200 PSRO's are currently credentialled to
perform long-term care reviews.



stitutionally entitled to a hearing prior to decertification of the
facility by the State or Federal Government."

-Whether Federal regulations should allow States to survey nurs-

ing homes anywhere from every 3 months to every 2 years, based
on past performance. (Currently, surveys are required every 12
months.) HCFA suggested that this would reduce administrative
costs and paperwork as well as allow more concentration on those
nursing homes which are frequently in violation of regulations.
HCFA also suggested, however, that direct Federal surveys
would be increased.

-Whether or not State surveyors should be required to meet mini-
mum standards of skill and knowledge.

Many of HCFA's proposals were supported by the nursing home
industry, so it is probable that this effort to revise Federal require-
ments for State enforcement activities will be continued by the new
administration. No specific regulation changes, however, had been
proposed by the end of 1980.

5. ENFORCING THE RULES: CONGRESSIONAL ACTIONS

Intermediate Sanctions

An amendment to authorize intermediate sanctions for nursing
home noncompliance was signed into law in the 96th Congress." The
Secretary of HHS and State medicaid agencies are authorized to deny
reimbursement for services provided to any new medicare or medicaid
beneficiaries admitted to a nursing home after the home has been deter-
mined out of compliance with conditions of participation. Payments
would be resumed once corrections were made. This "intermediate"
sanction could be used only in cases in which the violations do not
endanger the health and safety of residents. (If residents were in
danger, the nursing home would be decertified immediately.)

Prior to the change in the law, the only sanction available was
decertification of a nursing home, even if the violations did not en-

danger health and safety. Intermediate sanctions are supported by
nursing home resident advocates and are seen as a way to provide a
nursing home with incentives to imnrove conditions without having to
subject residents to transfers to another facility.

Medicaid "Look Behind" Authority for HHS Secretary

The new law also authorizes the Secretary of HITS to question

("look behind") the results of a State nursing home survey and, if
appropriate, terminate a nursing home's participation in medicaid.37

Prior to this change, the Secretary had such authority only for medi-
care participation.

Congress also considered some changes in the compliance process
which were not finally apnroved, includingr: (1) Repealin existing
authority for medicare reimbursement to State survey and certifica-
tion agencies for consultative services furnished to medicare skilled

: U.S. Supreme Court, June 1980. O'Bannon v. Town Court (100 S.C., p. 2467).
U Public Law 96-499, effective Dec. 5, 1980.
7 Ibid.



nursing facilities to help them remain in compliance with conditions
of participation; and (2) continuing, until 1983, authorization for 100
percent Federal payment under medicaid for the costs of State nurs-
ing home inspectors.

The failure to extend the authorization for 100 percent Federal
funding of nursing home inspectors means that as of October 1, 1980,
the matching rate became 75 percent.

B. FURTHER CHALLENGES TO MEDICAID COST-RELATED REIMBURSEMENT

The level of medicaid reimbursement to nursing homes and the
methods used to determine appropriate rates are set by States.

Until the 1972 amendments to the Social Security Act, only very
general Federal criteria were set for these payments. Criticisms of
widely varying rates among States, particularly concerns about arbi-
trarily low rates which encouraged poor care, led to a change in the
law. In 1972, Senator Frank Moss, a member of the Committee on
Aging, won approval of section 249 (A) of Public Law 92-603, which
required States to provide medicaid reimbursement to skilled nursing
facilities and intermediate care facilities on a "reasonable cost-related
basis." The law directs States to develop their own methods and
standards for determining cost-related rates, but the Secretary of
HHS must approve and verify these methods. The 1972 amendments
made the change effective by July 1, 1976.

1. EARLY DELAYS IN IMPLEMENTATION

Implementation was resisted, however, and final regulations for
cost-related reimbursement were not even issued until July 1, 1976.
At the same time, the regulations gave States until January 1, 1978,
to implement the new standards, even though the law had set 1976 as
the deadline. When the GAO ruled that HHS could not delay imple-
mentation beyond the 1976 date mandated by law, the Senate approved
an amendment offered by Senator Henry Bellmon, to change the im-
plementation date to January 1, 1979, as part of the Medicare-Medic-
aid Anti-Fraud and Abuse Amendments of 1977. The amendment was
lated dropped in conference. A second amendment offered by Senator
Bellmon later in the year was defeated on the Senate floor. As a
consequence of the delays and confusion regarding intent, some States
did not come into compliance fully until 1980.

2. FINANCE COMMITTEE DISCUSSES REPEAL

Early in 1979, during the Senate Finance Committee's discussions
of ways to cut medicaid and medicare costs, a repeal of the "section
249" legislation was proposed. Initial estimates of medicaid savings
from State reductions in nursing home rates and from lessened admin-
istrative reporting requirements, if the law was repealed, were between
$50 and $75 million per year.38

* U.S. Congress. Spnate. Committee on Finance. "Proposals for Medicare-Medicaid
Reform and Overall Hospital Revenues Limitation," April 1979, committee print No.
96-10. (A later analysis by the Congressional Budget Office could predict no cost savings.)



Immediate concern was voiced by national aging organizations and
others * that a repeal would mean substantially lowered quality of
nursing home care and a move away from long-sought reimbursement
mechanisms which could link payment rates to the quality of care
received by nursing home residents. They were particularly fearful
of the removal of any Federal oversight authority over how rates were
determined. Others expressed concern that a repeal of reporting re-
quirements would mean that a provider would be able to demand
inflated rates from State medicaid agencies, leaving the States without
the tools needed to verify the reasonableness of provider costs.

A compromise amendment was fashioned within committee delib-
erations, giving States more discretion to develop their own rate setting
methodology but requiring that rates were sufficient to meet the neces-
sary costs of facilities "which were efficiently and economically oper-
ated and which would assure the reasonable availability of long-term
care services." 4o

Before any amendments were reported by the Finance Committee,
GAO issued a report analyzing the proposed revised language. GAO
found the proposed change would "effectively remove HHS from
the ratesetting process" and recommended that the Federal Govern-
ment maintain some control over nursing home payment rates since
at least half of medicaid funds spent on nursing homes are Federal
funds. GAO also reported that detailed cost reports required under the
current law "had been important in detecting and prosecuting nursing
home medicaid fraud, and necessary for assuring accurate reimburse-
ment." GAO recommended that a State still should be required to file
cost reports with the Federal Government. Without cost reports, ac-
cording to GAO, the assurances of rates adequate to meet costs in-
curred by "economically and efficiently operated" facilities could not
he verified. Overall, GAO said that it expected the final effect of the
proposed change would be to increase nursing home reimbursements. 4'

Further informal negotiations in the Senate resulted in additional
modifications, and the amendment reported by the Senate Finance
Committee in December 1979, added language to directing States to
give some assurances of compliance to the Federal Government.4 2

3. SENATE PASSES MODIFIED AMENDMENT

The emendment did not reach the Senate floor until June 1980, as
part of the Omnibus Reconciliation Act of 1980.43 Still concerned
about significantly reduced Federal oversight of the medicaid nurs-
ing home payment process, Senator David Pryor, a member of the
Committee on Aging, engaged in a colloquy on the Senate floor with
Senator David Boren, the original author of the amendment to delete
the cost-related reimbursement requirement from the law. Senator
Pryor said:

s Among them the American Association of Homes for the Aging, the National Citizens
Coalition for Nursing Home Reform, the National Council of Senior Citizens, the National
Senior Citizens Law Center, and the American Association of Retired Persons.

0 Senate Finance Committee press release.
1t U.S. General Accounting Office. "Potential Effects of a Proposed Amendment to Medic-

aid's Nursing Home Reimbursement Rennirements;" renort to the Coneress bv the Comp-
troller General of the United States. Washington. 1979. HRD-80-1. Oct. 15. 1979.

a Section 227 of H.R. 934. U.S. Congress. Senate. Committee on Finane. "Medicare-
Medicaid A ministrative and Reimbursement Reform Act of 1979; Report To Accompany
H.R. 934." Washington, Reut. No. 96-471.

U The amendment was section 565 of H.R. 7765.
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The abuses in nursing homes documented by the Senate
Committee on Aging and by recent media expos6s underscore
the need for a vigilant effort by the Federal Government to
clean up the nursing home mess. While, as a former Governor,
I strongly support the rights of States to develop flexible pro-
grams to meet the needs of their citizens, I believe these doc-
umented abuses in nursing homes can only be overcome by
the force of Federal actions.44

Senator Pryor recounted the difficulties encountered by many States
during the 6-year period required to comply with the original 1972
amendments, and cited the "basic accountability" and improvements
in nursing home quality of care which had been provided through com-
pliance with the existing law. He also expressed his concern over what
he anticipated would be lengthy court battles:

Even if my fears of a loss of Federal oversight are not
realized, it is very difficult to predict how many States may
become involved in legal challenges to their existing reim-
bursement systems in response to a change in the law.45

Consumer organizations also continued to oppose the amendment,
and when it was considered by House and Senate conferees at the end
of the year, it was again modified, as described in the conference
report:

. . . to clarify that, while the States have discretion to
develop the methods and standards on which the rates of
reimbursement are based, the Secretary retains final author-
ity to review the rates and to disapprove those rates if they
do not meet the requirements of the statute. The conferees
intend that the Secretary shall exercise this review in a timely
fashion . . . The conferees would further note their intent
that a State not develop rates under this section solely on the
basis of budgetary appropriations. . . ." 4

The new language became effective on October 1, 1980. It is still
unclear, however, what the changes ultimately will mean to the nurs-
ing home industry or nursing home residents. The final estimate of
medicaid cost savings was $2 million.47

TH1. CURRENT FEDERAL FUNDING AND PROJECTIONS
OF NEED

There is a growing consensus concerning certain basic services and
supports which may be needed by many elderly and disabled to permit
as full and independent functioning within society as possible. There
is not, however, as certain a recognition of how much of these needs
are-or are not-now being met, or of who should provide for them.
Nor are there accurate measurements of the full costs, including both
nvublic and private contributions, to personal care supports for the
elderly and disabled.

4 Pryor, David. Remarks in the Senate. congressional Record, June 30, 1980, pp.
S8926-27.

45 Ibid.
U.S. Congress. House of Representatives. "Conferinee R~port To Accompany H.R.

7765. Omnibus Reconciliation Act of 1980." Washington, Rept. 96-1479.
7 Ibid.
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Direct Federal expenditures for certain basic services can, however,
be used as a measurement of the current Federal role. Analysis of data
from a number of surveys and studies also provides some new estimates
of the size of the potential long-term care population.

A. FEDERAL SPENDING ON LONG-TERM CARE SERVICES

Direct Federal expenditures (excluding State contributions) for
basic long-term care services in nine specific programs now "targeted"
at a long-term care population were about $6 billion in fiscal year 1980.
Almost 71 percent of this amount ($4.265 billion) is for skilled and
intermediate care nursing homes. Not included are support in personal
care and boarding homes provided through the supplemental security
income (SSI) program, or programs of the Veterans' Administration
which support institutional and community care.

Federal payments for services through the medicare home health
program were $735 million in fiscal year 1980. The growing demand
for these services and recent changes in the law will increase expendi-
tures, and estimates are that medicare home health expenditures will
grow to $912 million in fiscal year 1981 and $1.15 billion in fiscal year
1982.48

Federal payments for long-term care services through medicare
skilled nursing home benefits were $365 million in fiscal year 1980.
Without change in current policies toward medicare payments for
skilled nursing home services, medicare expenditures are expected
to rise to $387 million in fiscal year 1981 and $431 million in fiscal
year 1982.49

Title XIX of the Social Security Act authorizes Federal match-
ing payments to States for a range of health services to low-income
individuals of all ages. Although the average Federal share is 57
percent, many States have a much higher Federal matching rate since
the rate is based on the size of a State's low-income population. Fed-
eral payments through the medicaid program for care in skilled and
interwdiate care nursing facilities during fiscal year 1980 were $3.9
billion. Estimated Federal medicaid payments for these services are
expected to increase to $4.6 billion in fiscal year 1981 and to $5.2 bil-
lion in fiscal year 1982.50 This program represents the single largest
component of Federal funding for all long-term care services for the
elderly and disabled.

The medicaid program also provides significant funding for home
health, adult day care, and personal care services for the long-term
care population. Data are no longer collected separately from State
medicaid plans on home health and personal care exuenditures. but
in fiscal year 1978 home health payments were estimated to be $211.3
million.51

Title XX of the Social Security Act authorizes Federal matching
payments to States (at 75 percent) for the costs of providing a wide
range of social services to low-income individualu of all ages. Total
Federal exnenditures in this program are capped, by law, at $2.7 bil-

48 Source: Rudget of the U.S. Government. fiscal year 1982. on. cit.
* Thid.

Source Health Care Financin Administration. Deve tment of Health anO Hnman
Services. Figures do not include medicaid payments to intermediate care facilities for
the mentally retarded or other domicillary care homes.

a Source: HCFA.
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FIGURE 1.-DIRECT FEDERAL PAYMENTS FOR SELECTED LONG-TERM CARE SERVICES'

[Dollar amounts in millions; fiscal years]

Community-based and
Institutional care in-home services

Source of funding 1980 1981 1982 1980 1981 1982

Medicare (title XVIII of SSA):
Home health services -------------------------------------------------- $735 $912 $1, 150Skilled nursing facility-------------------------------36 $37 41Medicaid (title XIX of SSA):
Home health services ----------------------------------------------------- 212 --------Skilled and intermediate care nursing facility ------------ 3,900 4,600 5,200 212-.

Social services grants (title XX of SSA):
Homemaker/chore services------------------------------------------------- 540 580 600
Adult day care and home-delivered and congregate meals 5------------------------ 670........

Older Americans Act:
Congregate and home-delivered meals (title Il-C)---------------------------- 390 435 478In-home services (title III-B) ------------------------------------------- 32 32 32HUD housing services: Congregate services (title IV, 1978 Housing

Act)------------------------------------------------------------- 10 -----

I All sources and explanations contained in accompanying text.

lion for fiscal year 1980, rising to $3.1 billion by fiscal year 1983. One
of the fastest growing categories of services provided by States
through the title XX program is homemaker and chore service. Serv-
ices are provided to individuals of all ages, but a majority of re-
cipients are elderly. Federal title XX payments to States for home-
maker/chore services were $540 million in fiscal year 1980. Federal
expenditures for this type of service, under current spending ceilings
and State title XX plan allocations, are expected to increase to $580
million during fiscal year 1981 and $600 million during fiscal year
1982.52

The title XX program also makes significant payments for adult
day care services and home-delivered and congregate meals. During
fiscal year 1980, estimated Federal title XX payments for these serv-
ices were about $67 million.53

A fourth significant, although smaller, source of Federal funding
for community and in-home services is title III of the Older Americans
Act. During fiscal year 1980, direct Federal expenditures for con-
gregate and home-delivered meals were about $390 million (including
Department of Agriculture commodity support). Future levels are
subject to congressional appropriations action, but expenditures are
expected to reach about $435 million in fiscal year 1981, and $478 mil-
lion in fiscal year 1982."

In-home services funded under title III of the Older Americane
Act during fiscal year 1980 were about $32.1 million. Expenditures for
fiscal years 1981 and 1982 will also be determined by congressional
appropriations, but the administration's budget request assumed no
increases."5

The Department of Housing and Urban Development administers
a comparatively small program of funding for congregate meals and
other essential "in-home" support services for some residents of pub-
lic housing for the elderly and disabled. This program of congregate
services, authorized by Public Law 95-557, was funded by Congress

aSource: U.S. Budget, flecal year 1982 op. cit.
* Source: State title XX plans, Office of Human Development Services, Department

of Health and Human Services. No estimates are available for future years.
5' Source: U.S. Budget, fiecal year 1982 op. cit.* Ibid.



at a level of $10 million in fiscal year 1980. A contnumg appropria-
tions resolution has provided for an additional $10 million in fiscal
year 1981, but the administration has requested a rescission of this
amount and no funds have been requested for fiscal year 1982.

B. THE LONG-TERM CARE PoPuLATIoN

In its report to the new administration 5 6 the Under Secretary's
Task Force on Long-Term Care defined what it called a "target long-
term care population" of approximately 6 million individuals who
currently are either:

(1) Living in the community, but who need help with personal care
and activities of daily living and/or help with maintaining a house-
hold (3.9 million-identified as the population in level III in the table
below, as well as about 300,000 additional individuals in level IV).

(2) Living in institutions (1.8 million) ; or
(3) Disabled and living in board and care homes (0.6 million).
About half of the target group living in the community (2 mil-

lion) have resources and living arrangements which can make it dif-
ficult for them to continue living outside a nursing home. Over 40 per-
cent have family incomes below $6,000 a year, and about 20 percent
live alone.

Based on projections of population growth, particularly among
older Americans, the task force estimated that the target long-term
care population (of 6 million) could increase from 25 to 50 percent
by 1990-to between 7.5 and 9 million people.

If current trends of care are constant, the task force estimated that
one-third of those included in this increase (from 2.5 to 3 million)
will become institutionalized, bringing the institutional population to
approximately 4.8 million.

Another one-third (from 2.5 to 3 million) will be added to the 3.6
million individuals with functional disabilities currently living in
the community-bringing the population of those who are living in
the community but who cannot maintain a household without help
to approximately 6.6 million.

The table below illustrates these estimates, based on a classification
of types of functional disability and assumptions of service and sup-
port needs. Further improvements in measurement of disability and
functional impairment related to support needs will certainly mean
that changes in classification and definitions of a "long-term care
population" will be made in the future. The Federal Council on Aging,
for example, is now preparing such estimates, and the Department of
Health and Human Services is planning survevs to gather new long-
term care data. These estimates, however, represent a refinement of
earlier estimates prepared by the Congressional Budget Office which
have been widely used.57

& "Report of the Under Secretary's Task Force on Long-Term Care." Department of
Health and Human Services. staff draft. Jan. 9, 1981.

51 "Lone-Term Care for the Elderly and Disabled." Budget Issue aper. Congressional
Budget Office, Congress of the United States. Washington, D.C., February 1977. The CBO
estimsted then that 1.6 million peonle of el a!es were lnetlt-,tonplied i 1976. and
that this institutionalized ponulation would increase to 3 million by 1985. CBO also esti-
mated that the rance of noninstitntionAlied functionpll- isAle ini1li.,lo il-inc in
the community was between 3.9 and 8.3 million in 1975, and expected to increase to
between 4.5 and 9.6 mIllion in 1985.
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There is very little information regarding the extent to which these
needs are being met already or in what ways. In general, studies in-
dicate a large proportion (about 80 percent) of the personal care
support services now being provided to individuals living in the
community come from a network of "informal supports," such as
family and friends.

ESTIMATES OF POPULATION NOW LIVING IN THE COMMUNITY WITH SOME FUNCTIONAL LIMITATIONSI
(NONI NSTITUTIONALIZED)

Percent of group
(within level) with Percent of groupLevel of functional incomes under (within level) whodisability Service/support needs Number of people $6,000 per year ore living alone

I. Some chronic condi- Health and rehabilitation (2) -..........._.._ .(2) _._. __._.. _.__._ . (2).tions; no severe services.
disability.

II. Cannot work; can- Above, plus income sup- 7.7 million (3.8 mil- 40 percent, or 3.1 15 percent, or 1.2not engage in port. lion aged 65 or million, million.major activitien. older).
III. Cannot maintain a All above, plus mobility 3.6 million (2.1 mil- 41 percent, or 1.5 20 percent, or 0.7household without assistance; household lion aged 65 or million. million.help. and community serv. older).

ices.
IV. Full disability--.-- All above, plus personal 1.6 million (1 mil- 36 percent, or 0.6 11 percent, or 0.2care end assistance lion aged 65 or million, million.with activities of daily older).

living (bathing, dress-
ing, eating, etc.).

eAll information taken from analyses in Report of Under Secretary's Task Force on Long Term Care, Department ofHealth and Human Services, staff draft, Jan. 9, 1981.
2 Not applicable.

IV. A MOMENTUM FOR CHANGE
A Task Force on Long-Term Care in the Department of Health and

Human Services and preparations for the 1981 White House Confer-
ence on Aging all contributed to a sense of momentum for change inFederal long-term care policy during the year.

The shortcomings of the current system are no longer the subject ofdebate, and consensus is broadening on some long-range policy goals.

A. PREPARATIONS FOR 1981 WHITE HOUSE CONFERENCE ON AGING

Organization for a focus on long-term care issues in the 1981 WhiteHouse Conference on Aging 5 began early in 1980, with the formation
of a Long-Term Care Technical Advisory Committee. Members of thecommittee, with broad representation from a wide range of disciplines,met throughout the year to prepare a working outline of long-termcare policy options and recommendations for use by conferees. A Mini-White House Conference on Aging was held in December, and a sym-posium on long-term care policy options was convened in June.

3. SYMPOSIUM ON LONG-TERM CARE POLICY OPTIONS

Preliminary plans for long-term care discussion at the 1981 WhiteHouse Conference on Aging were put in motion early in 1980 throughpreparations for a national symposium on long-term care policy op-
m Authorized by the 1978 amendments to the Older Americans Act, Public Law 95-478.
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tions, sponsored by the Administration on Aging. Papers analyzing

the "state of the art" in six important issue areas were commissioned

by a national steering committee in anticipation of the symposium,

which was convened in Williamsburg, Va., in June 1980.59

The symposium report, which is expected to be used during a series

of regional White House Conference on Aging meetings early in 1981,

expressed what may be a keynote message for conferees:

Momentum for change is building, not only because of the

growing numbers of people seemingly at risk for assistance,
but also because of a realization by numerous visible con-

stituencies (professionals, politicians, taxpayers, and persons

in need of care) that the way in which long-term care serv-

ices are financed, organized, and made available is fraught
with problems. Much of the frustration has focused on our

inadequacies in caring for those who suffer from chronic dis-

abilities. Many of these persons are old but the problem can-
not be limited or defined by age. The problems of long-term

care have become a symbol of America's traditional rejection
of dependency and our seeming callousness to the problems
that accompany chronic illness and disability.6 o

The symposium identified the following major policy issues need-

ing resolution:
(1) A lack of consensus about the nature and extent of public

responsibility for meeting long-term care needs results in an inability
to articulate a coherent set of goals and directions for future policy
development. Since there is such a momentum for change, however,
the development of Federal policy should proceed immediately on the
basis of general consensus on goals and objectives. New information
is still needed to develop a long-term perspective, including estimated
costs, but the call for new knowledge should not be used to defer
immediate steps toward change.

(2) Assumption of public responsibility for long-term care and
subsequent programs should protect existing familial and informal
care arrangements. Beyond financial support, however, few methods
have been suggested to insure that care by families is not replaced,
and this should be a high priority issue for further research and
investigation.

(3) A definition of need must be developed, along with eligibility
criteria, before any rational allocating of scarce resources can be
derived. These criteria have not yet been developed, therefore, policy
may have to follow three related courses: An initial target population
for long-term care services linked to a demonstrated need for care

a "The Extent and Nature of Public Responsibility for Lon-Term Care"; "Health and
Soctal Factors Relevant to Long-Term Care Policy": "Allocating Long-Term Care Serv-
ices: The Policy Puzzle of Who Should Be Served"; "Delivery of Services to Persons
With Long-Term Care Needs"; "Finding the Money and Paying for Long-Term Care
Services": and "Cost Estimation and Long-Term Care Policy: Problems in Forecasting
the Undefined."

a "Federal Policy Directions in Long-Term Care." draft report prenared for symposium
on long-term care policy options, June 11-13. 1980. Williamsburg, Va. Center for Study
of Welfare Policy, the University of Chicago. Revised Sept. 3. 1980.



based on the presence of functional limitation; no arbitrary age cutoff
for publicly supported long-term care eligibility; and the immediate
goal may have to be to direct public support and subsidy first to low-
income individuals who need care.

(4) The current long-term care system places an overemphasis on
institutional and acute care. Financial incentives for States and local-
ities should be altered to make noninstitutional care more attractive.
Federal policy must rely less on medicaid as part of an attempt todemedicalize long-term care.

(5) A major shortcoming of long-term care is the pervasive absence
of personal care services and other social supports which can assist the
individual to live in the community. Federal policy should therefore
focus on expandig the availability of social supports to obtain a more
appropriate and cost-efective balance between personal care services
and medical care as well as housing and income maintenance. Further,the social support system should retain its own integrity, and should
not be conceived as a subsidiary of medical care.

(6) There is a wide variation in current State and local financing
and availability of long-term care services. Federal policy should seek
to reduce these imbalances through mandates requiring service devel-
opment at uniform minimum levels in all States. No single model of
service delivery, however, should be insisted upon by the Federal Gov-
ernment, and any developing policy should look to the diverse ap-
proaches and experiments now underway in many States and local
areas.

(7) In order to achieve coordination and access to the multiple hu-
man services needed by many long-term care clients, long-term care
must be conceptualized as requiring at least four major types of sup-
port (income adequacy, health care, social supports, and adequate
housing). These services must be capable of tailoring to individual
needs and conditions. Policy and program alteration should proceed
on multiple fronts, through coordinated chanae in current systems of
income support, health care, personal and social services, housing, and
mstitutional care.

(8) Scant attention is beinf- given to housing as a critical component
of lonp.-term care, and Federal policy in long-term care should have an
explicit focus on increasing the range and number of supported hous-
ing opnortunities for the long-term care taraet population.

(9) Efforts to coordinate services. includine case management, will
be necessqrv under any new anproach. but they are not a strategy for
change. Federal policy should not place primary emphasis on coordi-
nation of existing services.

(10) Much more care and consideration must be given to all the man-
nower imnlications of nrovosed lon--term care policies. including is-
'-'ue of overnrofessionalization and making caretaking roles more
attrn etive.

(11) Refardless of the Federal poliev nnrsued. onfroing efforts must
be devoted to resource develonment. ineludina initiation and develop-
ment of new services in many communities. and staff training and de-
velopment. This need is particularly acute in rural areas.

7 3-264 0 - 81 - 10



2. MINI-WHITE HOUSE CONFERENCE ON LONG-TERM CARE

In December 1980, a Mini-White House Conference on Long-Term

Care was sponsored by a broad coalition of long-term care service

providers, including national organizations representing home health

agencies, nursing homes, hospitals, and State and area agencies on

aging.61 The final report of the conference 62 focused on issues of imme-

diate concern:
Long-term care has been identified repeatedly as one of the

major areas of concern for the 1981 White House Conference

on Aging. While the problems which exist in the current sys-
tem of long-term care have been enumerated and analyzed
from many perspectives over the past several years, a con-

sensus has yet to be reached among those in the field of long-
term care on a resolution of the problems at the Federal, State,

and particularly, the community level. Needs assessment, cost
factors, and utilization are but a few long-term care issues
which provoke far-reaching public debate. Recognizing these

as major problems, the conveners of the miniconference on

long-term care saw a need for policy direction and a need to

stimulate action to strengthen community-based long-term
care specifically for individuals. An attempt was made to
move away from a discussion of whether we should allocate
substantia resources to long-term care, to a discussion of how
we can develop a viable program to most effectively provide
individuals with the care they need.

To best meet the changes that long-term care will inevitably
undergo in the next several years, and to facilitate some of
those changes, the long-term care community has recognized
that it must begin to conduct a serious dialog and to work
together on the basis of full cooperation.

Several significant assumptions provided the parameters
for these discussions: The budgetary situation facing long-
term care will become even more severe and resources that
have long been taken for granted will simply not be avail-

able; the role of the Federal Government in the provision of
services will become less vital; the current system will con-
tinue to be inadequate to meet the needs of the increasing
number of elderly individuals. These assumptions have sev-
eral noteworthy implications for the future, about which
there was a consensus among the participants at the con-
ference: There is no one system which will be appropriate for

every individual in need of services in each community; the
emphasis on the community and on the informal support
structures will increase sizably; and a partnership needs to

f The conference was coordinated by the American Association of Homes for the Aging
and the National Homecaring Council. Additional soonsors were the American College
of Nursing Home Administrators, American Health Care Association, American Hospital
Association, Council of Home Health Agency Community Health Services of the National

Leacuo of Nirsing. Home Health Services and Staffine Association. National Associn-

tion o Area Avencies on tging. National Association for Home Health A-encies. National
Association of State Units on Aging, and National Council of Health Centers.

es "The Mini-White House Conference on Long-Term Care." Draft final report. Jan. 16.
1981.



be created between the Government and the private sector
on the financing and delivery of services."

In general; conferees recommended that:
-Focused and comprehensive planning for a continuum of long-

term care services, institutional and noninstitutional, should
occur at Federal, State, and local levels. Different levels of em-
phasis and responsibility should be prescribed for each level,but maximum flexibility should be preserved at the State and
local. levels.

-At all levels, provision must be made for the fullest involvement
of the consumer of long-term care services. Recipients of any
system must be assured of options and freedom of choice. At all
levels, provision must also be made to include the broadest range
of existing planning systems (health, mental health, e.g.) and
service providers, including voluntary and private providers.

-Responsibilities of a long-term care system should include, at each
level, coordination of current system efforts, development and
enforcement of quality of care standards, and development of
service priorities, to assure meeting the real needs of those in
need of long-term care services with scarce resources.Conferees also urged support for increased and improved utiliza-

tion of long-term care research and evaluation efforts to support devel-
opment of a long-term care system.

B. THE UNDER SECRETARY's LowG-Tnx CARE TASK FoRCE
Late in 1979, the Secretary of the Department of Health and Human

Services (HHS) announced the formation of a departmentwide task
force on long-term care policy to develop policy goals, coordinate re-
search and demonstration activities, and review and initiate proposals
for long-term care reform.64 The task force was chaired by the Under
Secretary of the Department, with membership at the assistant or
deputy assistant secretary level from Department offices responsible
for planning, budget, and administration of the medicare, medicaid,
social security, and public health programs.

In a report 5 to the new administration's incoming Secretary of
HHS, the task force reiterated major shortcomings of the current
long-term care system:

-The system is fragmented with no mechanisms to effectively iden-
tify and coordinate services.

-Community-based services are appropriate alternatives to insti-
tutional care for some, but the supply of these services is far too
limited.

-The major source of long-term care assistance is private and
should continue, and ways to provide support to families who are
Droviding care must be found.

-qtftes f-re sepek.infr flexibility among fundincr sources and are ex-
neriecinr diffiulties due to differences in Federal programs.

3 Ibid.
64 In a letter to Senator Lawton Chiles. chairman, Senate Committee on Aging, Nov. 27,1979. See also, "Developments in Aging: 1979." part 1. p. 85.
* Report of the Under Secretary's Task Force on Long-Term Care, op. cit.



-Criteria used to assess quality of long-term care services is lacking,
and little progress has been made on applying criteria in non-
institutional settings; and

-The best strategies for prevention and management of chronic
disabling conditions have not been determined.

The task force concluded that "there is no single answer to this
multifaceted problem" and recommended that the Department:

-Work to assure balance, or "neutrality," in its programs so they
do not lead to unnecessary or inappropriate institutionalization.
Institutional care, however, should remain available to those for
whom it is the preferred alternative.

-Encourage and support the development of alternatives to nurs-
ing homes for all those for whom it is appropriate in terms of
cost and quality.

-Give high priority to quality assurance mechanisms in both in-
stitutional and community settings.

1Noting that "certain solutions require more budgetary resources
than will be available over the next few fiscal years, and that (the
Department's) information base is inadequate to adopt others at this
time," the task force recommended that HHS move immediately to
develop a comprehensive long-term care data base through coordi-
nated departmentwide research and demonstration activities and con-
duct thorough reviews of basic approaches to quality assurance in
institutional and community settings and current long-term care fi-
nancing systems. The task force also recommended developing joint
working plans between the Departments of Housing and Urban De-
velopment, Veterans Administration, and Agriculture, to find the
best ways to expand the range of service-enriched living environ-
ments (such as congregate housing with services) with emphasis on
innovative private sector and government interactions; identifying
ways to make current HHS programs more supportive of spouses,
families, or friends providing care to the elderly and disabled; and
making a systematic and thorough examination of screening and
assessment to identify the most appropriate locus of responsibility
and point of intervention.

The task force challenged earlier estimates of the extent of inappro-
priate institutionalization, which were believed to be within a range
of 15 to 40 percent of all individuals in acute care hospitals and nurs-
ing homes, as too high. They conceded, however, that "practical expe-
rience in a number of areas and demonstration projects indicate that
where people can be linked to apuropriate alternative services, a sig-
nificant proportion can be maintained in the community."

Among other conclusions:
-Evaluations of newer forms of congregate housing which empha-

size service packages and architectural design features which pro-
mote independence seem promising because of their effect on
residents, their flexibility, and their costs. Very little is known
however, about the cost-effectiveness of congregate housing in pre-
venting institutionalization compared to home-based services.

-Current evidence is inadequate to conclude that there is a surplus
or shortage of nursing home beds and other long-term care serv-
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ices and settings; that is, whether needs exceed current utilization.
Choices of living arrangements available to the elderly, however,
have narrowed in the past 50 years. (The task force explains that
its conclusion here is based on a lack of information about a
number of factors which would affect decisions about the supply
of services, such as how many individuals are now inappropriately
placed, the effect of a lack of alternatives, consumer preferences,
whether or not shifts would take place if alternatives were avail-
able, and whether or not public reimbursement is more in control
than the actual supply of beds. The task force also notes that the
supply situation differs by State.)

No recommendations were made to the new administration beyond
continued research and attention to long-term care issues.



Chapter 5

ENERGY ASSISTANCE PROGRAMS

CHAPTER HIGHLIGHTS

The trend continued. During 1980, energy prices steadily climbed
to record rates as the full impact of decontrol, additional OPEC price
hikes and the war in the Middle East affected the world's oil supply.
As the price of crude oil escalated, the burden on the consumer rose
accordingly. A Department of Energy advisory committee projected
that during 1980, the low-income household was spending, on the av-
erage. at least 35 percent of its income on energy. The advisory com-
mittee reported that low-income households will continue to pay four
times more the percentage of their income on energy than the average
American household, but will use less than 50 percent of the total en-
ergy consumed by that average household.'

The demand for assistance to combat rising energy prices was even
greater in 1980. A major new program, the Home Energy Assistance
Act, was enacted to respond to the growing need. However, adminis-
trative and financial problems curtailed the effectiveness of the pro-
gram. Under new regulations, States struggled to draft plans which
would serve their various parochial needs.

The unusually hot summer of 1980 documented the serious impact
of severe heat on individuals, especially the elderly. The Federal Gov-
ernment attempted to respond to this critical situation which took the
lives of approximately 2,000 persons. However, gaps in the Govern-
ment's ability to act were evident. At a minimum, there was a recog-
nition that assistance for "cooling" as well as heating is justified under
the Government's program in cases of medical necessity.

Legislation to reauthorize the weatherization program for low-
income households under the Community Services Administration died
at the end of the 96th Congress. However, Congress approved a 1-year
extension of a small-scale weatherization program for the low income
under the Department of Energy. Prospects for expansion of a weath-
erization program by the 97th Congress are uncertain.

I. A YEAR OF ANALYSIS AND PLANNING

During 1980, the States concentrated on implementing an energy as-
sistance program which was loosely authorized by language contained
in the 1980 appropriations bill (Public Law 96-126). In fact, a good
portion of the program was handled by the Federal Government,

' U.S. Department of Energy. Economic Regulatory Administration, Fuel Oil Market-
ing Advisory Committee, "Low-Income Energy Assistance Programs," Washington, D.C.,
July 1980.



which issued energy assistance payments to elderly and disabled sup-
plementary secirity income (SSI) recipients.

While administering the 1980 program, the States also had the
task of drafting a State plan for the much more comprehensive 1981
energy assistance program. The new program, the Home Energy
Assistance Act of 1980, was enacted as title III of the Windfall Profits
Tax Act (Public Law 96-223).

The Home Energy Assistance Act of .1980 contains a provision which
requiree priority attention to households with an elderly member.
This amendment, sponsored by the entire Senate Committee on Aging,
necessitated special planning by the States to provide outreach and
benefits for the elderly.

The Senate Committee on Aging, in an effort to hear from the
elderly and program administrators about recommendations for the
1981 program, continued the committee's series of hearings on "Energy
Assistance and the Elderly."

At a hearing in Pennsauken, N.J., Senator Bill Bradley, who
chaired the meeting, described the burden of energy prices on older
versons. "By last winter." he said. "which was relatively mild. low-
income older persons were using almost 48 percent of their limited
incomes for energy costs. Almost 50 percent of their income therefore
was going for heat and electricity. It was no longer difficult for many
elderly to pay their utility bills, it was impossible." 2 This burden was
put in more human terms by an elderly woman who testified before
the committee in Maine:

My grandsons finished off two rooms upstairs, but I keep
them closed off to save heating costs. In the winter, I close off
the bedroom too, and heat only the kitchen, sitting room, and
bath. During the winter, I sleep on the couch. I 'always keep
the thermostat set at 65 and wear insulated underwear, heavy
sweaters, slcks, and wool socks. Even doing that, my heating
bill jumped from $450, 2 years ago, to $923 last winter. With-
out the ECAP program (energy crisis assistance program) I
would have frozen to death for sure. I hated to ask for help
last winter; my husband and I had made it for 48 years on
our own, but I couldn't cut back any more without imy pipes
freezing.3

In addition to the fear of freezing pipes, many elderly also fear
illness brought on by extreme cold to which they are far more sus-
ceptible than other age groups. As Senator William Cohen, who
chaired the Maine hearing, pointed out:

Although willing to conserve, many older persons cannot
reduce the temperatures in their homes below a certain point
without potential danger to their health-even the risk of
hypot]-ermia. For these elderly poor, being too cold is not
merely an inconvenience.

EdUS. Senate S 1eenl Committee on Aging hearing on "Energy Assistance and theEiapriv.- may 2a. 198n. Pennsa,,ken. N...
2U.S. Senate Special Committee on Arine hearing on "Maine's Rural Elderly: Inde-

pendence Without Isolation," June 9, 1980, Bangor, Maine.



Program administrators across the country made similar recom-
mendations to the Committee on Aging which would help meet the
needs of the elderly under the new program. One suggestion was
to make funds available at earlier dates in order to allow States the
necessary time to prepare for the program.

An administrator in New Jersey suggested utilization of the elderly
as outreach workers and laborers for the low-income weatherization
program.

As the director of Maine's energy program pointed out:
Conservation and crisis assistance programs are not the

total answer for Maine. We need to iiftegrate public educa-
tion, weatherization, housing rehabilitation, and fuel assist-
ance. Presently, elderly people whose homes are dilapidated
because they can no longer afford to maintain them are being
forced into nursing homes. Houses are being vacated and left
to rot at a time when there is a housing shortage. Something
must be done to stop this trend of spending millions of dollars
to keep people barely warm in inadequate housing.4

An area agency aging director from Florida suggested that States
be required to maintain a list of high-risk elderly residents in order to
provide assistance more expeditiously. He explained:

Florida's service providers have, in the past 7 months,
been focusing their attention on identifying those persons
with physical or mental limitations that restrict individual
ability to perform the normal activities of daily living and
which impede individual capacity to live independently with
the provision of services. These functionally impaired indi-
viduals are the people most likely to need extraordinary
attention in any crisis situation and were the first persons con-
tacted as the temperatures reached critical levels.5

The growing importance of the home energy assistance program
benefits to the consumer was underlined for the Aging Committee by a
fuel dealer from New Jersey, who explained that many fuel mer-
chants, especially the small companies, could no longer let consumers
bills ride. He explained:

Our members (Fuel Merchants Association) have tradi-
tionally operated assistance programs of their own. Before
the recently announced tightening of credit terms by the
major oil companies, it was historical practice for home heat-
ing oil distributors to refrain from terminating service to any
customer during the heating season because of a failure to
pay any outstanding bills within a reasonable period. In
practice, this resulted in extension of credit as long as 60 to
90 days for senior citizens and the economically disadvan-
taged, often extending into late spring and summer.... The
recent dramatic increases in the price of home heating oil,

A U.S. Senate Special Committee on Aging hearing on "Energy Equity and the Elderly."
Oct. 24. 1980, Boston. Mass.

s U.S. Senate SDecial Committee on Aging hearing on "Energy Assistance and the
Elderly (Impact of the 1980 Heat Wave)," July 25. 1980, Washington, D.C.



coupled with the tightening of credit terms by the major sup-
pliers, foreclosed to members of our association the luxury
of extending 60- to 90-day credit terms to great numbers of
our customers. Slow payments across the board by virtually
all end-consumers meant that it was no longer possible to
carry on our historical practice of carrying fixed- or low-
income customers for long periods, if we were to keep our
businesses financially afloat. The new market conditions have
forced our members to borrow so heavily to cover the financ-
ing of inventory that we could no longer depend on lending
institutions to help finance our accounts receivable as well.6

In response to these remarks, Senator Bradley pointed out that the
Home Energy Assistance Act requires the fuel suppliers to carry the
resident for 60 days. This requirement was described by the fuel deal-
ers as a major problem and a disincentive for dealers to supply house-
holds who receive assistance under the Home Energy Assistance Act.

In summary, the hearings substantially documented that the un-
precedented energy crisis which grips the world is a major problem
for program administrators, local officials, and fuel dealers, but a
cruel, often unbearable burden, for the elderly.

The Home Energy Assistance Act of 1980 is intended by the Con-
gress to help alleviate this burden.

II. THE HOME ENERGY ASSISTANCE ACT OF 1980

A. A NEW AUTHORIZATION

The Home Energy Assistance Act of 1980 (Public Law 96-223)
significantly expands upon the 1980 program. Major provisions in
the program are described below:

-The new law requires that "priority be given to households with
lowest incomes and to eligible households with at least one elderly
or handicapped individual .. ." The former Secretary of Health
and Human Services, Patricia Roberts Harris, described this
"priority" as ease of application process, access to assistance, and
timing of benefits or guarantees of assistance if program funds
are inadequate.7 The regulations governing the new law reflect the
Secretary's definition but add that the "State plan must describe
how priority will be given to eligible households with elderly or
handicapped persons." 8

-Eligibility, under the new law, is "an income equal to or less
(emphasis added) than the lower living income standard." This
level, which differs among regions of the country and between
metropolitan and nonmetropolitan areas, will result in different
eligibility levels among the States. In addition, eligibility levels
will differ within the States as the continuing resolution which
authorizes the program's funding for 1981 (Public Law 96-536)

*U.S. Senate Sneclal Committee on Aging hearing on "Energy Assistance and the
Elderly." May 23. 1980. Pennsauken. N.J.

7Letter to Senator Lawton Chiles. chairman, U.S. Senate Committee on Aging, from
Patricia Roberts Harris. Secretary, Department of Health and Human Services, Sept. 15,
1980.

8 Federal Register, vol. 45. No. 196, Oct. 7, 1980, p. 66695.
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allows States to use either the lower living income standard or
125 percent of the poverty level in determining eligibility for
single-person households. This allowance was added when it be-
came evident that in some regions of the country, 100 percent of
the lower living income standard would be a lower amount than
the 125 percent of poverty level used under the 1980 program.
Many States determined that some persons receiving assistance
during 1980 would be ineligible in 1981 under the lower livmg
income standard. This allowance is especially important for
elderly persons as persons aged 60 and over make up the largest
percentage of one-person households.

-States have the option of utilizing automatic eligibility for re-
cipients of SSI, AFDC, food stamps, and certain veterans bene-
fits. State agencies can make payments directly to the recipients
or through vendors (energy suppliers) in contrast to last year
when SSI recipients were paid directly by the Federal Govern-
ment. States can still exercise the option of Federal payments to
their SSI recipients, but many are now expected to make the pay-
ments through State channels in order to better target energy
assistance. However, in most States this will mean each recipient
must apply to receive the payment and cannot expect to receive a
"bonus check" in the mail as they did last year.

-The need for adequate outreach efforts is underlined by the above
described required application process. The Home Energy Assist-
ance Act requires that each State plan includes "outreach activities
designed to assure that all eligible households, particularly house-
holds with elderly or handicapped individuals, households with
individuals who are unable to leave their residences, house-
holds with migrants, households of individuals with limited
English proficiency, households with working poor individuals,
households with children, and households in remote areas, are
aware of the assistance under this title . . ." In addition to this
requirement for every State, the Director of the Community
Services Administration (CSA) is authorized to enter into
agreements with national aging organizations for the purpose of
providing special outreach efforts on behalf of elderly persons.
For this effort, the Director is authorized to use up to $3 million
for each fiscal year of the program.

-The amount of assistance for households may differ. The law al-
lows States to determine each household's benefit level based on
the household's income, household size, energy costs and the
climatic condition of the region. However, the law requires that
the highest level of assistance be provided to or on behalf of those
households with the lowest income and highest energy costs.

-States may use up to 71/ percent of their allocation for adminis-
tering their programs. States are not required to match the Fed-
eral dollars but must pay, from non-Federal sources. all adminis-
trative costs which eyceed the allowable 71/ percent Federal share.

-States are allowed to provide assistance to a household to help
meet the rising costs of "cooling." but only when households show
that cooling is a medical necessity in accordance with standards
established by the Secretary of Health and Human Services. In



addition, States are allowed to set aside up to 3 percent of their
allocation for weather-related emergencies. These funds, unlike
the assistance payments, can be used for cash payments as well as
for goods and services necessary to respond to the emergency
situation.

-The Home Energy Assistance Act specifically disregards any as-
sistance payments or allowances under this program as income
when determining benefit level and eligibility for other programs.
Considerable misunderstanding about this provision arose chiefly
due to the use of vendor payments when the recipient receives a
reduction in utility bills, but no direct cash assistance, and re-
sulted in different interpretations by various States and agencies.
The food stamp program was most seriously affected by this pro-
vision. As of January 1, 1981, a recipient is eligible for a shelter
deduction of $115 per month. Therefore, if one's shelter expenses
are reduced by a vendor who has received an energy assistance
payment on behalf of that resident, the resident could receive a
smaller food stamp allotment.

To clarify congressional intent on this issue, the Senate-House con-
ferees determining appropriations on the continuing resolution for
fiscal year 1981, included language specifying that any assistance un-
der the Home Energy Assistance Act shall not result in a reduction of
benefits provided under the Food Stamp Act. In remarks on the House
floor, Congressman Silvio Conte of Massachusetts further clarified the
legislative intent, stating:

It appears that beneficiaries under the home energy assist-
ance program who receive their energy benefits in the form
of direct vendor payments will have their food stamp benefits
reduced accordingly. Meanwhile, beneficiaries receiving those
same energy assistance payments in the form of cash will not
have their food stamp benefits reduced by the amount of en-
ergy assistance they receive.

Clearly, this double standard is not the intention of the
authorizing legislation, nor the intention of the conferees.
It is the stated intention of Public Law 96-223 authorizing
the home energy assistance program that other benefits not be
reduced as a result of these energy assistance benefits.9

B. APPROPRIATIONS DEBATES

The authorization for the new Home Energy Assistance Act (Public
Law 96-223) provided for a $3.1 billion level for fiscal year 1981. The
President's original budget request (January 1980) called for a level
of $2.4 billion for 1981. The President's revised budget (March 1980),influenced by an election year and pressures to "balance the budget,"
reduced the request to $2.2 billion, only $400 million above the 1980
level of $1.6 billion.

The "balance the budget" mood also persuaded members of congres-
sional Budget and Appropriations Committees to reconsider funding
levels for many programs, including energy assistance. The House

* Conte. Silvio. Remarks on conference report on H.J. Res. 637 (continuing resolution),Congressional Record, vol. 126. Dec. 13, 1980; p. 1112425.
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Budget Committee recommended only $1.8 billion for fiscal year 1981
and the House Appropriations Committee concurred with this level.
In the Senate, the Budget Committee recommended a $2 billion level.
During the markup of the continuing resolution for fiscal year 1981
(Public Law 96-536), members of the Senate and House Appropria-
tions Committee, after extended debate, finally agreed upon a level of
$1.85 billion.

Much of the debate on the energy assistance programs during the
markup of the continuing resolution centered on the allocation for-
mula for the program. The House of Representatives ignored the
formula contained in the authorization legislation (Public Law 96-
223) and instead weighted the formula in favor of the colder States.
The sunbelt Members of the Senate insisted upon a more equitably
weighted formula which would take into consideration the needs for
cooling assistance. Members argued that record high temperatures of
the summer which resulted in nearly 2,000 deaths, documented the need
for cooling assistance. Conferees finally agreed upon a compromise
which retained the House formula weighted in favor of the cold
States, but added a hold-harmless provision which assured that no
State would receive less than 75 percent of the allocation they would
have received under the authorization formula.

In addition, the conferees agreed to allocate $87.5 million of the
total $1.85 billion to the Community Services Administration (CSA)
to support the energy crisis intervention program (ECIP), former-
ly the energy crisis assistance program (ECAP). The ECIP pro-
gram, administered by local community action agencies, provides goods
and services to low-income households in weather-related emergency
conditions. This program, the orisinal energy assistance program for
the low-income established in 1976, is intended to complement the
Home Energy Assistance Act which provides only for cash assistance
to the resident. However, the program will be smaller-scale than in
the past several years when the funding level was $200 million. The
1981 amount of $87.5 million will be distributed to the States by the
same formula as the Home Energy Assistance Act.

Based on the allocation formula anproved by conferees under the
continuine resolution (Public Law 96-536), States will receive the
followino amounts for the Home Energy Assistance Act and the
enerqy crisis intervention program:

Total State
HHS CSA allocation

Alabama----------------------------------------- $15,A76,782 $5q7,415 $15,674,198
Alaska ------------------------------------------- 9673,855 381, 344 lii. o0' 199
Arizona ------------------------------------------ 7, 741, 319 288, 917 7,589,227
Ark'ansas ---------------------------------------- 11,SA(4, 797 455, R.56 11,96n,153
California ---------------------------------------- ~ 8n 2 54t5 3, 2n4, 959 84,087,504
Colorado ----------------------------------------- 8, ?A1, 219 1,117, 469 29, 31R, 688
Connecticut--------------------------------------- 36, 789,478 1,457, 778 38, 247, ?.6
Delaware ----------------------------------------- 4,883,091 193, 492 5,076,583
District of Columbia --------------------------------- 5,7131,468 276,395 5,939,864
Florida--------------- -------- 23,8r5,973 945, 789 24, 801,262
Georpia ------------------------------------------ 18, BF61, 795 747, 396 19, 609,191
Hawaii -- -------------------------- --------------- 1,89,493 75, 767 1,974,760
Idaho---------------------11, r", 748 435, 887 11, 436, ?15
Illinois ---------------------------------------- 101, 826, 954 4,031,878 105, 861, 812
Indiana-- --------------------------------------- 46, 104, 377 1, 876;,879 47, 931, 2.6

---------------------------------------------- 32,674,799 1,294,734 3 ,053
Vansa ------------------------------------------- 15,005,729 594,600 15,6M0,328
Kentuc y ---------------------------------------- 23, 992,570 950, 702 24, 943, 272



Total State
HHS CSA allocation

Louisiana -------------------------------------- 15,413,687 610,765 16,024,452
Maine ---------------------------------------- 23,833,718 944,408 24,778,125
Maryland -------------------------------------- 28,169,247 1, 116,202 29,285,450
Massachusetts----------------------------------- 73,591, 153 2,916,039 76, 507,192
Michigan --------------------------------------- 96,675,763 3, 830, 763 100,506,526
Minnesota------------------------------------------- 69,649,410 2,759,848 72,409,258
Mississippi------------------------------------- 12,925,992 512,191 13,4 183
Missouri --------------------------------------- 40,673,651 1,611,687 42,285,339
Montana---------------------------------------- 12, 902,720 511, 268 13, 413,988
Nebraska-------------------------------------- 16,158,946 640,296 16,799,242
Nevada----------------------------------------3,424,511 135,696 3,560,206
New Hampshire---------------------------------- 13,929,307 551,947 14,401,254
New Jersey------------------------------------- 36,317,949 2,707,089 71,025,038
New Mexico------------------------------------------ 9,128,213 361, 704 9,489,916
New York------------------------------------- 223,068,441 8,839,054 231,907,495
North Carolina-----------------------------------33,243, 961 1,317,287 34,501,248
North Dakota------------------------------------ 14,016,247 555,392 14,571,639
Ohio-------------------------------------------- 90,081,158 3,569,453 93,650,611
Oklahoma--------------------------------------13,858, 652 949,147 14,407,799
Oregon---------------------------------------- 21,857,131 866,086 22,723,217
Pennsylvania----------------------------------- 119,820,643 4,747,875 124,568,518
Rhode Island-------------------------------------- 12, 113, 523 479,997 12, 593, 520
South Carolina ----------------------------------- 11,974,035 474,469 12,448,504
South Dakota------------------------------------ 11,383,649 451,075 11,834,725
Tennessee-------------------------------------- 24,303, 957 963,041 25, 266,998
Texas ----------------------------------------- 39,68,375 1,572,646 41,261,021
Utah ----------------------------------------------- 13, 105,171 519, 290 13,624, 462
Vermont--------------------------------------- 10,440,512 413,704 10,854,216
Virginia---------------------------------------34,313,289 1, 359659 35,672,948
Washington------------------------------------- 35,951,971 1,424,592 37,376,563
West Virginia------------------------------------15,877,699 629, 151 16,506, 851
Wisconsin-------------------------------------- 62, 694,479 2,484,260 65,178,739
Wyoming---------------------------------------5,247,030 207, 913 5,454,942

Total---------------------------------- 1,753,022,273 69,463,251 1, 822,485, 524

III. THE LOW-INCOME WEATHERIZATION PROGRAM

The erratic history of the low-income weatherization program con-
tinued in 1980. This program, designed to provide weatherization and
insulation to the homes of the low-income, began in 1974 with the en-
actment of the original Community Services Administration (CSA)
program under the Economic Opportunity Act (Public Law 88-452).
In 1976, additional authority for a similar program under the Federal
Energy Administration (FEA), was included in the Energy Con-
servation and Production Act (Public Law 94-385). During 1977 and
1978, the two programs operated concurrently, each with separate
funding and regulations. In 1979, the authorizations for both pro-
grams continued, but only the FEA program was funded because
of pressures from the administration to consolidate all energy-related
programs within the new Department of Energy.

In February 1980, the Senate passed the Economic Opportunity
Amendments of 1979 (S. 1725). This legislation substantially ex-
panded the scope and fundine levels for the low-income weatheriza-
tion program.' 0 Although slanted toward authority under CSA, the
bill left it up to the administration to decide whether CSA or DOE
shoild have jurisdiction.

The House of Reoresentatives counterpart to the Senate bill (H.R.
619) stalled when it ran into committee jirisdictional battles among

three committees. Althounh renorted bv the House Education and
Labor Committee on May 13, 1980, the bill was never reported by the

.OFor a detailed descristion of S. 1725, see U.S. Senate Spectal Committee on Aging
report, "Developments in Aging: 1979," part 1, chapter IV. p. 111.
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Banking, Finance and Urban Affairs Committee or the Interstate and
Foreign Commerce Committee. It died with the closing of the 96th
Congress.

However, an authorization for a low-income weatherization pro-
gram in 1981 was approved by Congress.

Adding to the confusion over jurisdiction between CSA and the
DOE, the Congress, as a part of the Energy Security Act of 1980
(Public Law 96-294), commonly referred to as the "Synfuels Bill,"
approved a 1-year reauthorization of the DOE's weatherization pro-
gram. The legislation extends the authority under the Energy Con-
servation and Existing Buildings Act, but makes several changes.

The new law repeals the priority given to community action agen-
cies for administering this program at the local level. The priority
provision is replaced with language allowing local management by
community action agencies or other public, nonprofit entities with
"experience and performance in weatherization or housing renovation
activities, experience in assisting low-income persons in the area to
be served, and the capacity to undertake a timely and effective weath-
erization program.... In making such selection, preference shall be
given to any community action agency or other public or nonprofit
entity, which has, or is currently administering an effective program
under this title or under title II of the Economic Opportunity Act of
1964."

The 1-year extension reduces the emphasis on utilizing volunteers
and Comprehensive Employment and Training Act (CETA) workers
for manpower for the program by allowing the Secretary of Labor to
raise from $800 per dwelling to $1,600 the amount available to cover
the costs of paying persons who install weatherization materials in
areas where there are insufficient volunteers and CETA workers to
perform such tasks. The law also allows the hiring of qualified workers
for conducting specific weatherization activities which require special
skills.

Tn addition, the new law increases the limit per dwelling from $100
to $150 for incidental repairs as may be necessary to make weatheriza-
tion efforts effective.

To support the 1-year extension, Congress approved $181.9 million
for the program in 1981 as a part of the Tnterior and Related Agencies
Appropriations Bill (Public Law 96-514).

The new 1-year authorization only supports the low-income weath-
erization program through fiscal year 1981. Thereafter, the 97th Con-
eress must decide whether to authorize the program under DOE or
CSA. If both programs are continued, the Appropriations Committees
will determine which program to support.

IV. THE HEAT WAVE OF THE SUMMER OF 1980

The summer of 1980 witnessed record high temperatures for record
long periods of time. Continuing severe heat, which exceeded 1000 in
10 States for at least a month, was blamed for the deaths of approxi-
mately 2.000 persons. The majority of the dead were elderly; thousands
more senior citi7ens were hosoitalized.

On July 25, 1980, the U.S. Senate Committee on Aging and the
Senate Subcommittee on Aging of the Labor and Human Resources



Committee called an emergency hearing to hear from representatives
of the affected States and to discuss with the administration the effec-
tiveness of Federal programs attempting to respond to the crisis.

Senator Thomas F. Eagleton (D.-Mo.), cochairman of the hearing,
pointed out:

The severity of the 1977-78 winter made us all aware that
adequate home heating is a necessary aspect of shelter; lack of
heating poses a very real threat to health and safety. This
summer's searing heat wave, which has held Midwestern and
Southern States in its stranglehold for more than 1 month, has
tragically demonstrated that air-conditioning, too, can be a
life and death matter."

Senator Lawton Chiles (D.-Fla.), the other cochairman pointed out:
The committee has learned from the National Institute on

Aging that older persons are far less able to adjust their body
temperatures to extreme heat and cold, and therefore, are in
far greater danger of being exposed to weather-related ill-
nesses and death. We have learned from the U.S. Surgeon
General that heat is particularly dangerous for persons suf-
fering from chronic conditions such as heart disease, blood
pressure, and respiratory illnesses. One or more of these con-
ditions often afflict our older citizens.12

Representatives of programs which serve the elderly reinforced
statements of the chairmen. An area agency on aging director from
Arkansas described for the committees what happened in Arkansas
during the heat wave:

Inflation-eroded incomes may be totally insufficient to sup-
port even a $5-per-month utility bill increase. Living on
$238-SSI-per month takes careful management.

Many elderly are too frail to raise their windows.
Some have had their homes weatherized for winter and

their windows are permanently puttied shut. Or they are
afraid to remove plastic weatherstripping for fear of being
unable to afford replacement cost when bitter cold winter
weather returns.

Some elderly have air-conditioners, but do you think they
are plugged in? Absolutely not. Who is going to pay the
utility bill?

And most important of all, many of the elderly had rather
die than leave home. Thus, in spite of 24-hour emergency heat
shelters located in senior centers throughout the State, we go
in their homes and find them-dead."1

Similar cases were reported by a service provider from Missouri.
She explained:

For people in fair health, able to take care of themselves,
the heat was uncomfortable and inconvenient; for the frail

xx U.S. Senate Committee on Aging and the Subcommittee on Aging of the Labor and
Human Resources Committee: joint hearine on "Energy Assistance and the Elderly
(Impaet of the 1980 Heat Wave)." July 25. 1980, Washington, D.C., p. 2.

Ibid. pp. 1 and 2.
13 Ibid., p. 22.



elderly it was deadly. These are the individuals who have
difficulty coping with the usual tasks of daily living, and the
added defnands of coping with the heat are simply beyond
their capacity. They could not go to a cooler place, they could
not go out and buy a fan, they could not move their beds to a
cooler spot unless someone helped them. They did not survive.

It is important to keep that fact in mind as we look at ways
to deal with a heat wave. It is primarily a problem of the
elderly and the assistance provided must be geared to the
characteristics of the elderly. Essentially, the assistance was
directed to two approaches-to change the immediate en-
vironment of the older person to make it a more livable en-
vironment, or to change the person to a more livable
environment."

Responding to the crisis needs of victims in States affected by the
heat wave were a variety of Federal, State, and local programs. How-
ever, the Federal energy crisis assistance program (ECAP) under the
Community Services Administration (CSA) and the Home Energy
Assistance Act administered by the Department of Health and Human
Services (HHS) were responsible for providing approximately $30
millions of unspent 1980 fiscal funds to those States who met new
standards prescribed for the crisis. Distribution of the identified un-
obligated 1980 funds was more difficult than usual because of a restric-
tion placed onthe 1980 energy assistance funds for use beyond June 30,
1980. This restriction, as Assistant Director of the Community Serv-
ices Administration Michael Blouin told the committee, came from the
House of Representatives Appropriations Committee which "con-
ceived of this (program) as a special emergency heating program and
was concerned that it not evolve into an indefinite entitlement pro-
gram." s

To resolve this complication and allow funds to be more expedi-
tiously distributed during the summer, several bills were introduced
to remove the June 30 prohibition.' 6 Immediate action was taken on a
measure sponsored by Senators Bentsen, Chiles, and Domenici (S.
2995), which allowed the CSA to obligate funds beyond the June
30 deadline and transfer funds from other programs. This measure
was signed by the President immediately (Public Law 96-321), giving
more flexibility to agencies and States to serve the needs of heat wave
victims.

14 Thid., p. 29.
a Ibid. p. 48.
eS. 2966, 8. 2968. 8. 2978, and S. 2995.



Chapter 6

SOCIAL SERVICES

CHAPTER HIGHLIGHTS

In the 15 years since the enactment of the Older Americans Act
of 1965, the overall goal of the act-making services available in
communities throughout the 57 States and Territories-has been
achieved. Therefore, the focus of the 1978 amendments was manage-
ment efficiency, both fiscal and programmatic.

The amendments, requiring major changes in the national network
on aging, provided a 2-year transition period-fiscal years 1979 and
1980. The transition was accomplished in two phases: The promulga-
tion of regulations to implement both title III, State and community
programs, and title VI, direct funding for Indian tribal organiza-
tions, was completed in phase 1. Implementation of the regulations
requiring multiyear State and area plans, mechanisms for providing
services and resolving complaints in long-term care facilities and
the transfer of payment for community-based supportive services
from nutrition funding to social services funding, etc., comprised the
second phase.

A multiyear strategy for discretionary programs, title IV, was
developed by the Administration on Aging (AoA) in 1978. Since
that time, discretionary activities have focused on the following four
categories:

-The social integration of older people through policy develop-
ment and advocacy.

-Serving those in need.
-Long-term care; and
-Improving capacity through application of knowledge.
This multiyear strategy for discretionary programs was the AoA's

response to the demographic changes brought about by declining
birth rates, extended longevity, changing role of families, and
increasing demands for a wider range of community-based services.

Fiscal year 1980-81 appropriations provided modest increases for
OAA programs. Additional funding was necessary for States to
comply with the expanded mandates of the 1978 amendments. These
mandates included direct grants to Indian tribes, federally funded
home-delivered nutritional services, State-administered long-term
care ombudsman programs and the consolidation of nutrition and
social services under one title.

ACTION's established older Americans volunteer program fos-
ter grandparent, senior companion, and retired senior volunteer pro-
grams-saw modest growth in the 1980-81 period. These programs
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serve the dual urpose of combining the talents and experience of old-
er persons with unmet community and individual needs. Special em-
phasis is placed on serving the ill, the isolated elderly, and youth who
are emotionally or physically disabled.

Congress authorized ACTION to design two new programs to bene-
fit the elderly during fiscal year 1981-fixed income consumer coun-
seling, and helping hand. Although these programs are responsive to
persons of every age, the majority of persons helped by both pro-
grams are the elderly.

Following 6 years of a congressionally imposed ceiling of $2.5 bil-
lion for social services under title XX of the Social Security Act,
Congress passed a 1-year only increase in the ceiling in 1978 and au-
thorized future growth by indexing the ceiling with the Consumer
Price Index for the next 6 years.

As a result of this legislation, Federal matching grants to States
were authorized at $2.7 billion in fiscal year 1980 and $2.9 billion in
fiscal year 1981. Services most frequently offered through title XX
State plans include day care, homemaker, counseling, and protective
services.

The 1978 reauthorization of the Comprehensive Employment and
Training Act of 1973 (CETA) provided a greater focus on the em-
ployment problems of older workers. The Secretary of Labor was di-
rected to insure that prime sponsors' plans contain procedures for
making services available to individuals who are experiencing handi-
caps in obtaining employment, including those who are 55 years of age
and older. Desvite the mandates of the CETA legislation, and the
assertions by the Department of Labor (DOL) that persons of all
working age groups participate in activities under CETA, Congress
continues to express concern that the CETA program has not been
resnonsive to the needs of older workers.

Debate over the ceeesQibilitv of mainline bus and rail systems to the
handicapped was rekindled in 1980. Separate measures that would have
authorized transit authorities to submit a plsn to the Department of
Transportation for meeting the needs of the handicapped through
specialized transportation services were approved by both the House
and Senate. However, in the final days of the 96th Congress, when a
compromise could not be reached to ieconcile the differences between
the two Houses, both measures died.

I. THE OLDER AMERICANS ACT

A. OvERvrEw

The Older Americans Act (Public Law 89-73) was first enacted by
the 89th Coneyress in 1965 and amended in 1967. 1972, 1973, 1974, 1975,
1977, and most recently in 1978.

Several maior objectives were stated by Congress when the act was
passed in 1965:

-The formulation of an Administration on Aging to act and speak
on behalf of older nersons at the Federal level.

-The development of community-based programs to deliver vitally



needed social services to help older persons live independently in
their own homes.

-The operation of research and demonstration programs to test
innovative ideas; and

-The availability of training grants to provide skilled personnel
as programs on aging increased in scope and number.

Although Congress has amended the 1965 act a number of times, it
is clear that the major objectives of the act have never changed and
that revisions are intended to strengthen and clarify the original in-
tent of the act.

From 1965 to 1972, the Older Americans Act (OAA) was a fledgling
program, struggling in most States and communities to obtain local
matching funds in order to utilize the Federal funds available to
develop programs for older persons. The OAA program began in 1965
with an initial appropriation of $6 million and grew to $33 million
in 1971.

The big gain for the OAA, and possibly the action which saved it
from an administration movement to abolish it, was the 1971 White
House Conference on Aging. The 1971 Conference brought forth a host
of recommendations. The one which drew the most attention, from both
the White House and the Congress, was a recommendation to fund a
national nutrition program. The nutrition program was to be pat-
terned along the lines of 31 demonstration projects which had tested a
variety of approaches for nutrition programs for the elderly. These
demonstrations had been funded in the late 1960's under the research
and demonstration authority of the act.

The nutrition program, enacted in 1972 as title VII of the act
(Public Law 92-258), received an appropriation of $100 million for
fiscal year 1973. With this new, and visible program. and a total fiscal
year 1973 budget of $253 million, the OAA was legitimized as a major
piece of social legislation. Consequently, both elected officials and
service providers began to examine the legislation and to compete for
funding under the act.

The 1973 Older Americans Comprehensive Services Amendments
(Public Law 93-92) authorized a major restructuring of the act. These
amendments introduced a new concept by mandating the establish-
ment of a nationwide network of substate or area agencies on aging.
The objective of the area agency concept was to provide for a better
organizational structure at the State and substate levels, and to pro-
vide better planning and coordination of resources at the substate or
local levels.

The 1973 amendments required States to divide the State into sepa-
rate areas, "planning and services areas" (PSA's), for the purpose of
developing a plan for the establishment of a comprehensive and co-
ordinated system of services to older persons. The State was then re-
quired to designate an agency within the PSA as an area agency on
agin. This area agency would be responsible for the development
and implementation of the comprehensive plan. Although States
were urged to designate area agencies, and an incentive was provided
for funding of programs under the jurisdiction of area agencies,
area agency designation did not become mandatory until the 1978
amendments.



Title V, multipurpose senior centers, also became a part of the act
in 1973. This title authorized grants for establishing and operating
multipurpose senior centers to serve as a focal point for the delivery
of services in each community. Such grants would provide up to 75
percent of the cost of acquiring, altering, or renovating facilities to
serve as centers. However, no funds were appropriated for this title
until fiscal year 1977 when the first appropriation of $20 million was
used to establish or renovate over 500 senior centers.

The 1973 amendments also provided authority for the community
service employment programs-title IX. This program provides part-
time jobs to low-income individuals aged 55 or over and was modeled
after a Department of Labor demonstration program, operation main-
stream, which had been funded in 1965 under the Economic Oppor-
tunity Act. In the 1978 reauthorization of the OAA, the community
services employment program for older Americans became title V,
the formula for allocating funds was changed, and the Department
of Labor was instructed to use its coordination authority to insure
that an orderly placement of job slots be realized within each State.

A minor change in the 1973 amendments combined the separate re-
search and training authority titles of the act into a single title, title
IV. Congress took this action to reflect the close interrelationship of
training and research and development, and to reemphasize the im-
portance of utilizing the limited funds allocated to this title for the
ultimate benefit of future service programs.

This brief overview of the history and development of the OAA
provides a basis on which to evaluate and understand the scope of
change required by the 1978 amendments, the reasons why Congress
considered those changes necessary, and the time period required by
State and area agencies to implement fully the changes required by
the amendments.

As previously mentioned, no major changes were made in the act
from 1973 to 1978. During that 5-year perio , a network of more than
600 area agencies had been developed, approximately 2,500 nutrition
sites were serving meals from 1 to 5 days per week, and greater respon-
sibilities and roles had been mandated for both the State agencies on
aging and the AoA. Congress became increasingly concerned about
problems involved in administering the programs, including the frag-
mentation of programs and services which were intended to serve all
older persons; the not infrequent inability of the AoA to manage
effectively the Federal appropriations provided for the AoA, and
problems with effective coordination of AoA with other Federal agen-
cies providing varied services to older persons. The OAA was consid-
ered to be a federally funded, State-administered and locally operated
program. However, the employment program, title V, was implemented
by the Department of Labor with little or no coordination with the
AoA or the national network on aging. The multipurpose senior center
funding was directed through the State offices on aging rather than
the area agencies, as was the procedure for other title III funding.
Tn many States, the nutrition program was funded directly from the
State offices on aging to a multitude of nutrition proiects. Priorities
for services were being established by Congress rather than being
based on needs assessments by local service providers.



Upon careful examination of the demands and responsibilities
placed upon the AoA, and the State and area agencies by the various
modifications to the original legislation, the 95th Congress determined
that the overall goal of making services available in every community
throughout the .57 States and Territories had been achieved, that it was
time to consolidate various components of the program in the interest
of more effective and efficient management. The focus of the 1978
amendments was efficiency in management, both programmatic and
fiscal. Seeking to avoid further fragmentation, Congress took action
to consolidate existing services and stressed throughout the amend-
ments that there should be a greater degree of coordination among
programs serving older people administered by other Federal, State,
or local agencies.

A review of the major changes affected by the 1978 amendments may
be appropriate at this juncture before examining how the AoA has
implemented the changes or the accomplishments and benefits derived
from the legislative changes. The significant changes required by the
1978 amendments include the following:

1. COORDINATION

The AoA was given additional responsibilities for coordinating
non-Older Americans Act programs affecting the elderly.

2. ADVOCACY

The AoA, along with State and area agencies, was provided specific
advocacy responsibilities. For the first time, the advocacy role was
exnlicit in the 1978 legislative provisions.

Each State must develop a State-administered long-term care
ombudsman program.

3. ORGANIZATION AND MANAGEMENT

State and area plans will cover 3-year periods.
State plans will be based on area plans.
Each State must develop an intrastate formula for distributing title

III-B and title III-C funds (social service and nutrition funds).
Area agencies are required to provide program planning and man-

agement responsibilities for all title TII-B and title III-C programs.

4. SERVICES

State agencies were given responsibilities for serving patients in
long-term care facilities.

Area agencies were required to spend at least 50 percent of their
title III-B allotment on the following priority services:

-Access services, including transportation, information and
referral, and outreach.

-Le'al services.
-In-home services (homemaker and home health aide, visiting and

telephone reassurance, and chore maintenance).
-A separate and expanded authority for home-delivered meals.



5. TARGET OR SPECIAL POPULATIONS

Explicit recognition was given to the need to "provide a continuum
of care for the vulnerable elderly" under title III.

State and area agencies were directed to give preference in the deliv-
ery of services to the elderly with the "greatest economic or social
need."

States were directed to expend additional funds in rural areas, above
the amounts expended in fiscal year 1978, unless the requirement was
waived by the AoA.

6. NATIVE AMERICANS

Title VI was authorized to provide direct grants to qualified Indian
tribal organizations for social and nutritional services to Native Amer-
icans age 60 or older.

B. TRANSITION PERIOD FOR 1978 AMENDMENTS

The 1978 amendments authorized a 2-year transition period, fiscal
years 1979 and 1980, during which time both the AoA and State agen-
cies could waive certain requirements of the act. However, all provi-
sions of the amendments were to be fully implemented no later than the
beginning of fiscal year 1981-October 1, 1980. This transition period
actually had two phases: The first year-fiscal year 1979 until March
1980-was utilized by the AoA for the development of final regulations
to 'Implement title III; the second year-fiscal year 1980-was the
period in which the first multiyear State and area plans were developed
and the transfer of funding for supportive services for the nutrition
program from title III-C to title III-B was completed.

C. 1980-THE FINAL YEAR OF TRANSITION FOR THE 1978 AMENDMENTS

Although the 1978 amendments to the OAA were signed into law
effective October 1, 1978, regulations necessary to implement fully the
major provisions of these amendments (title III, grants for State and
community programs on aging) were not promulgated by the end
of 1979. Considerable concern, which later turned to alarm, was ex-
pressed both to the AoA and the Department of Health and Human
Services (HHS) regarding the lengthy delay in publication of the
OAA regulations. Proposed regulations were published by the AoA on
July 31, 1979 (vol. 44, Federal Register, p. 45032). The AoA distrib-
uted over 100,000 copies of the proposed regulations, held 11 public
hearings, received testimony from more than 400 witnesses and written
statements from an additional 1,600 individuals. The Commissioner on
Aging was the sole witness at a joint hearing of the Senate Subcom-
mittee on Aging of the Labor and Human Resources Committee and
the Special Committee on Aging (October 18, 1979), to explain the
delay and to discuss several controversial issues which emerged from
the proposed regulations during the mandatory 60-day public comment
period.

Senator Lawton Chiles, chairman of the Special Committee on
Aging, and Pete V. Domenici, ranking minority membpr on the com-
mittee, formally requested a status report from HHS Secretary



Patricia Roberts Harris and her support and assistance in expediting
publication of the final regulations. Staff of the Special Committee on
Aging reviewed the hundreds of written responses forwarded to the
committee from the national network of aging agencies, along with
many of the responses provided directly to the AoA, and determined
that there was consensus throughout the aging network as to the areas
of concern in the proposed regulations. The Commissioner on Aging,
Robert C. Benedict, was questioned at the October 18, 1979, hearing
about these issues. Senators attending this hearing expressed grave con-
cern that the AoA was not following congressional intent in the devel-
opment of the regulations and questioned the differences between the
perceptions of Congress, the State, and area agencies and local service
providers, versus the views of the AoA on the following issues:

-Single organizational unit (to administer the OAA program at
State/substate levels).

-State and area agency resource allocation plan.
-State plans review, and the roles of the State Advisory Council

and the A-95 review agency.
-Hearings procedures.
-The types of agencies that may be designated as area agencies.
-Service requirements for multipurpose senior centers.
-The relationship between providers of home-delivered and con-

gregate meals programs.
-The options for determining "greatest economic need," "social

need," and "rural area."
-Congressional intent relative to the establishment of community

focal points; and
-Redesignation of service areas (PSA's) and area agencies on

aging.
When the long-awaited final regulations were published on March

31, 1980 (vol. 45, Federal Register, p. 21126), the controversial issues
bad been resolved with the exception of the single organizational unit
issue. The regulations almost completely removed the administrative
requirement for a single organizational unit at the State level by per-
mitting States to request waivers from the Commissioner on Aging.
States were also provided authority to grant similar administrative
waivers to area agencies.

While this issue was resolved to HHS's satisfaction, there was con-
siderable concern both in Congress and the national aging network,
that the position taken by the Commissioner on Aging would weaken
the role of both the State and area agencies on aging at a time when
they needed guidance to meet increasing demands for service caused
by growing numbers of older persons and double-digit inflation.

D. 1 9 8 0-IMPLEMENTATION OF THE 1978 AMENDMENTS

With the 1978 amendments and the final regulations, the role of
State and area agencies had been expanded in the following ways:

-States were required to target social services to those older persons
with the greatest economic or social need but not to set specific in-
dividual eligibility requirements. Factors such as physical and
mental disabilities, language barriers, and cultural or social isola-
tion were to be considered when selecting social service sites.



Economic need was defined as the poverty income level established
by the Bureau of the Census.

-Area agencies on aging were allowed to directly fund providers
of home-delivered nutrition services rather than solely throufh
congregate nutrition projects, as proposed in the draft regula-
tions.

-The statutory requirement for a comprehensive community-based
system of services for older persons was reinforced by the regula-
tions. The States were also required to establish long-term care
ombudsman programs to investigate complaints of nursing home
and adult care home residents.

-Administrative reforms which would reorganize service delivery
and authorize 3-year State and area agency planning cycles was
stipulated in the regulations.

-Consolidated authority to administer programs under area
agencies on aging was provided in the regulations, along with an
expanded role for citizen advisory boards and increased com-
munity responsibility for planning and administering all OAA
programs.

-Both the law and regulations required area agencies on aging to
designate community focal points for the colocation of services
for older persons in communities and neighborhoods. The final
regulations underscored the statutory requirement that needy
elderly receive services by requiring that 50 percent of each area
agency's service budget be allocated to provide access services,
in-home services, and legal services.

The first 3-year State plans to include all of the requirements con-
tained in both the 1978 amendments and the subseauent regulations,
were submitted in mid-1980 and went into effect on October 1, 1980.

E. TITLE III-B AND TITLE 111-C-CHANGES CONTINUE IN 1980

Title III-B of the OAA provides the funding for all community
services. These funds flow from the AoA through the national aging
network, which consists of 10 regional offices, 57 State and territorial
offices on aging, 635 area agencies on aging, 4,204 senior centers, 1,185
nutrition projects with 12,556 different meal sites. Title III funds are
distributed to the States by a congressionally mandated formula based
on the population of older people in each State. In turn, States allocate
service funds to area agencies using an intrastate funding formula,
which was mandated by the 1978 amendments.

Title ITT administrative funds, $22.5 million in fiscal year 1980,
support the State agencies to assure proper and efficient management
of State plans, fiscal control and accounting procedures, and a process
to determine which existing private and public programs meet the
needs of the State's older residents.

Title II-B social service funds are used to pay up to 85 percent
of the cost of operating and establishing a network of community serv-
ices and multipurpose senior centers. Area a.zencies fund the net-
work of community services within their PSA. in accordance with
the State approved area plan. These services include activities in four
basic categories: Access services, in-home services, community and
neighborhood services, and services to residents of care-providing in-



stitutions. Access services are defined as outreach, and information
and referral services. Homemaker and home health aide, visiting and
telephone reassurance, and chore maintenance comprise the in-home
services. Legal services, residential repair and renovation, acquisition,
alteration, renovation and construction of facilities to serve as multi-
purpose senior centers, are included in the community and neighbor-
hood services category. Additional services in this category are the
services designed to meet the unique needs of older individuals, in-
cluding the services of an ombudsman to receive, investigate, and act
on complaints by older individuals who are residents of long-term
care facilities; and services which reduce the risk to residents of such
facilities and develop or expand opportunities for alternative living
arrangements. Authority to provide services to individuals in long-
term facilities was provided in the 1978 amendments. The year of
transition, fiscal year 1980, revealed the first developing links between
community-based services and service to institutionalized individuals.

Title III-C, the nutrition and home-delivered meals section of the
OAA, receives the largest single allocation of financial support ($320
million in fiscal year 1980) and is the most visible, and often, the only
component of the OAA known to elected officials and older persons.
AoA has struggled for years to make the nutrition program more than
a meal program. Funds from this title are awarded by formula grants
to each State with an approved State plan to pay up to 90 percent of
the cost of establishing and operating nutrition services. These funds
are combined with other Federal resources and State and local re-
sources to provide both meals and supportive services at over 12,000
nutrition sites across the Nation.

Most of the nutrition sites provide a variety of services and activi-
ties in addition to nutritious meqls. These sites are under the leadership
of trained personnel. Many older persons themselves are paid em-
ployees or volunteers at these sites. Since the nutrition site is often
the older person's first contact point with other needed services, the
"supportive services" component of the site may offer nutrition educa-
tion, health screening, transportation, and information about com-
munity services and benefits, along with meals and social and recrea-
tional activities.

The 1978 amendments provided a separate and expanded authoriza-
tion for home-delivered meals. The appropriation for the home-
delivered nutritional services was $50 million in fiscal year 1980, with
statutory authority to transfer funds between the congregate and
home-delivered meals programs. The regulations authorize States to
transfer 15 percent or less of funds between senarate allotments for
congregate and home-delivered meals without Drior approval from the
Commis;ioner on Aging. The Commissioner's approval is required
when a State agency wishes to transfer more than this amount. The
Commissioner would approve the State agency's request by approv-
ing the State plan or plan amendment. Within the constraints imposed
by the State plan, the percentage of nutrition funds to be spent for
meals in congregate or home-delivered programs is at the discretion
of the project operators. Some projects, particularly those in rural
areas, may find that the needs of elderly persons in their PSA can best
be met through an expanded home-deli vered program.
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F. TrrLE IV-A MujrrYEAR STRTEGY FOR DISCRETIONARY PROGRAMS

The title IV research, training, and demonstration projects support
the basic goals and functions of the Older Americans 'Act programs.
These provisions, articulated in title II of the act, have been aggre-
gated by the AoA into four primary areas of responsibility. These
areas, the basis upon which the discretionary programs have been
developed since 1978 include: (1) The social integration of older peo-
ple through policy development and advocacy; (2) serving those in
need; (3) long-term care; and (4) improving capacity through appli-
cation of knowledge.

1. POLICY DEVELOPMENT AND ADVOCACY

The 1981 White House Conference on Aging (WHCOA) scheduled
November 30 through December 1, will provide an opportunity for old-
er Americans to help in the formulation of national policies which af-
fect older persons. The Conference is charged with producing a final
report which expresses a "comprehensive coherent national policy on
aging together with recommendations for implementation of the pol-
icy." In support of the discretionary projects goal of social integration
of older people through policy development, during 1980 the AoA pro-
vided funds for seven Mini-White House Conferences in special areas,
51 State conferences, and four regional WHCOA hearings.

The AoA has also provided a forum for national policy review in
areas of national policy significance through national policy review
and development conferences. The objectives of these conferences are:

-To review and integrate research findings.
-To review current practice.
-To disseminate knowledge.
-To stimulate best practice replication in the public and private

sector; and
-To provide new policy and program outions.
Each of the conferences involved the following steps:
-Identification of policy questions and problems.
-Preparation of policy background papers.
-Review and critique by invited experts; and
-Submission of reports and recommendations to AoA.
AoA chose to use these conferences as a vehicle by which a Federal

agency can assemble the most knowledgeable individuals in and out of
government to examine major social policy problems of immediate-
and long-range importance. During 1980, the AoA funded 13 such
conferences focusing on varied issues to include age discrimination,
long-term care, older women, abuse or neglect, and business and
industry.

Also in support of the development of policy alternatives, the AoA
funded national aging policy centers. The purnose of these centers,
the maiority of which are based in academic institutions. is to provide
interdisciplinary analytic approaches for six policy areas. The areas
of concentration and their locations are:

-Tncome maintenance, Brandeis University.
-Housing and living arrangemonts, University of Michigin.
-Employment and retirement. University of Southern California.



-Education, leisure, and continuing opportunities for older per-
sons, the National Council on Aging, Washington, D.C.

-Older women, the University of Maryland; and
-Health care for the aging, University of California at San

Francisco.
These national aging policy centers have been charged with the

responsibility of aggregating and synthesizing both AoA and non-
AoA research and demonstration findings for use as follows:

-Introduction of research findings into teaching curricula.
-Defining future research agendas; and
-Incorporation of findings into governmental programs, and

examination for policy implications.
The AoA's support for advocacy was an outgrowth of the 1978

amendments which established State and area agencies as advocates for
older persons. The OAA also requires that every area agency on aging
spend "some funds" under title III for legal services. AoA has imple-
mented its services mandate in part by attempting to meet the legal
needs of older persons by counsel and representation in order to pro-
tect their rights and assist in obtaining benefits and entitlements. These
rights include the rights to public benefits, pensions and other retire-
ment income; rights to employment without age discrimination; rights
to housing and health care; rights of institutionalized older persons;
and rights to alternatives to institutionalization.

Each State is now mandated to have a State-administered long-term
care ombudsman program. The ombudsman program must provide the
following services:

-Investigate and resolve complaints made by or on behalf of older
individuals who are residents of long-term care facilities.

-Monitor the development and implementation of laws, regulations,
and policies with respect to long-term care facilities in that State.

-Provide information as appropriate to public agencies regarding
the problems of older individuals residing in long-term care facili-
ties; and

-Train volunteers and promote the participation of citizen organi-
zations to participate in the ombudsman program.

During 19,80, AoA promulgated regulations to implement the advo-
cacy, legal services, and ombudsman programs. The agency also chose
to use part of its discretionary resources to implement these require-
ments. Each State agency received a grant to give priority to develop-
ing long-term care ombudsman programs and to improving legal
services for the elderly. States were to use these discretionary grants
for the following purposes:

-To encourage the interrelationship of the ombudsman and legal
services programs and improve their coordination.

-To assure more legal support for the ombudsman program, espe-
cially in dealing with the problems of the institutionalized elderly;
and

-To encourage the increased use of advocacy by nonlawyers to serve
older persons.

Five bilingual advocacy assistance support centers were funded by
the AoA to help the States meet their mandate to advocate for older
persons, expand legal services, and implement the long-term care om-



budsman program. These support centers provide materials, research,
and legal counsel to the national aging network. Staff for the centers
are experienced lawyers and paralegals who design and deliver mate-
rials and train and support all States in their regions. In the fiscal year
1980 work plan and contract to fund this plan, the AoA suggested that
the work of the centers should include:

-Holding training conferences for State legal services and
ombudsman personnel to provide them assistance in substantive
areas such as medicare, food stamps, and age discrimination.

-Helping States design statewide training programs for advo-
cates, and training trainers in each State.

-Providing counseling and materials on service delivery systems,
including model contracts, evaluation instruments, and funding
proposals; and

-Providing analysis of law reform issues and assistance in pur-
suing law reform litigation and other remedies for elderly clients
in the courts.

The 1978 amendments to the OAA made a change with respect to
legal services to the elderly by requiring that legal services be added
to priority services for which at least 50 percent of the area agencies'
title III-B funds must be spent, and by requiring that no less than
$5 million appropriated under section 451 of the act be used directly
for legal services or to facilitate the provision of such services. AoA
met this mandate in 1980 with the following efforts:

-Grants to State agencies to provide specialized staff to develop
and support legal ombudsman services in each area agency in the
State.

-Biregional advocacy assistance centers to provide specialized
training and technical assistance to each State and area agency
legal and ombudsman nrogram; and

-Grants to develop training materials and research materials on
areas of law of particular concern to the elderly.

2. SERVING THOSE IN NEED

The second part of AoA's evolving discretionary grants strategy
is devoted to the goal of "serving those in need." AoA devoted some
fiscal year 1981 resources to this concept and funded projects to
accomplish the following:

-Improve community-based services.
-Strengthen family support.
-Reach out to minorities, and
-Address special populations and special problems.
Since older persons are very dependent on the neighborhood and the

community for meeting basic needs, AoA undertook several studies
to estimate the number and characteristics of special retirement com-
munities, and to examine problems of older people in neighborhoods
undergoing revitalization. These studies include an endeavor by the
National Council on Aging to develop models for senior centers; proj-
ects by the Waxter Center in Baltimore, and the Jamaica Service Cen-
ter in New York to develop models for -providing services for the dis-
abled at senior centers; and the operation of an experimental day care
center program for the at-risk elderly by a northern Kentucky agency.



Since older people report problems in securing adequate health care,
and area agencies indicate that health care is one of the most frequent
requests of older people, AoA funded six research and model projects
across the country to promote "self-help wellness" and health promo-
tion for persons over age 75. Two of these studies are charged with
examining and improving in-home care in conjunction with an HHS-
wide long-term care program: Brandeis University is examining sev-
eral issues in home care including the effectiveness of care planning,
whom providers select, and the cost of services provided; the Ben-
jamin Rose Institute is studying the effects of care giving on families
who care for older people in their homes.

The 1978 amendments authorized State and area agencies to use title
III-B funds to provide services to older people residing in foster
homes, housing facilities, domiciliary care, and nursing homes. AoA,
consequently, is supporting a number of efforts to expand the supply,
and improve the services available, to older people residing in such
facilities. For example, over 1,000 nutrition sites are colocated in pub-
lic and special housing settings and an effort is underway whereby
AoA and the Farmer's Home Administration (FmHA) are develop-
ing model congregate housing projects for older persons. FmHA funds
are being used to construct the facilities, while AoA funds are used
to assist area agencies on aging to support the service components of
those facilities. This is a 3-year demonstration project for which
FmHA has allocated $10 million in resources and AoA, $2.55 million.

In the area of strengthening family support, AoA has funded five
research projects and eight demonstration projects to work directly
with the problems associated with assisting the family as the primary
care giver. Research is being conducted on older people as self-help
care givers, the use of high school students as care givers, measuring
intrafamily transfers, and the impact of service providers on family
networks.

The eight model projects awarded in this category include a proj-
ect to develop and disseminate training materials directed at assist-
ing adult children to better care givers. Other projects are designing
and testing peer support systems and the use of multidisciplinary
teams to strengthen efforts of families and friends as care givers in
both nrban and rural areas.

During 1980, the AoA made a special effort to improve services
to minorities. As described in detail below, title VI of the OAA pro-
vides direct grants to Indian tribal organizations to provide social
and nutritional services comoarable to title III services. The AoA
conducted a national competition to permit a limited number of
area agencies to implement special affirmative action of programs as
part of their emphasis on improved service to minorities. Four area
agencies were awarded projects. Successful models derived from this
experiment will be used by AoA to improve the performance of all
agencies providing services to older people. AoA is also conducting
six proiects tarpeted at Hlisnanics as part of an Office of Human De-
velopment Services (OHDS) initiative. A final part of this effort
on behalf of minorities is the cooperative agreements between the
AoA and the following national minority organizations:

-The National Association for Spanish-Speaking Elderly.



-National Center on Black Aged.
-National Indian Council on Aging; and
-The Pacific/Asian Resource Center on Aging.
These organizations work directly with AoA regional offices to

assist State and area agencies to improve services to minority com-
munities. From these projects, and other OAA funded research
grants, the AoA hopes to significantly enhance knowledge about
minority needs and services.

The AoA has also used its discretionary authority and funding to
address a number of special problems and special population groups,
to wit:

-Five State or area agencies on aging received awards to demon-
strate improved methods for service delivery in rural areas.

-A research grant was provided to the American Foundation for
the Blind to study adaptive techniques to compensate for sign
sensory impairment, and the foundation will produce a handbook
describing their work in this area.

-Funds were awarded to three State and area agencies to develop
models for meeting the needs of abused older persons.

Limited funding has been provided to improve services to mi-
grants and refugees. to conduct a demonstration project at the Ohio
State School for the Deaf, and to help support a number of community
hospice projects for the terminally ill.

3. RURAL-URBAN COST DIFFERENTIAL STUDY

In respon-e to an increasing concern about the cost of providing
services to the elderly in rural areas. Senator Pete V. Domenici in-
troduced an amendment to the 1978 Older Americans Act during the
1978 reauthorization process to provide increased funds to rural areas
through a weighting of the State allotment formula.

Senator Domenici's amendment was passed by the Senate. The con-
ference committee, however, retained the preexisting formula and in-
serted a new subparagraph (b) of section 307(a) (2) of the act re-
quiring that each State plan provide assurances that the State agency
will spend in each fiscal year, for services to older individuals residing
in rural areas, an amount equal to not less than 105 percent of the
amount spent for such services in fiscal year 1978. During the delib-
erations on this amendment, conferees realized that information
about the differences in needs and existing services, and the compara-
bility of costs of delivering services in rural and urban areas, was
not available. Consequently, the conference committee retained a pro-
vision, which became a part of the law, directing the Commissioner
on Aging to conduct a study related to the differences in unit costs,
service delivery, and access between rural areas and urban areas, and
the special needs of the elderly residing in rural areas. The law re-

quired submission of the report to the Congress no later than Octo-
ber 18, 1980.

As of March 6. 1980, the Administration on Agine had not started
the study. This delay was one, of the issues addressed by the commit-
tee in a hearing on the "Implementation of the Older Americans Act
Amendments of 1978," which was chaired by Senitors David Pryor
and Pete V. Domenici on March 24. 1980.



Subsequent to this hearing, the AoA developed a plan for three
phases of the study and began a more intense search for research pro-
posals to fulfill this mandate. An explanation of the three phases and
the status of each follows:

Pha8e 1.-A compilation of existing information about unit costs,
rural-urban elderly differences in access and services, and the special
needs of the rural elderly. AoA planned to accomplish this portion
of the study using its staff with the help of consultants. This in-house
collection of existing data had not been transmitted to the Congress
as of December 31, 1980.

Pha8e II.-An evaluation study to analyze existing data on rural-
urban elderly differences, and to develop a research design for a major
field study involving the collection of original data and new informa-
tion. Phase II of the study will include a review of the relevant litera-
ture, an annotated bibliography, a report on rural-urban differences
as revealed by the existing literature, and an analysis of existing data.
Another product of phase II will be a research design for the field
study to gather new information.

The request for proposal for phase II was not issued until Sep-
tember 1980, and the award made to Econometrics Inc., in late Janu-
ary 1981. A final report on the results of this part of the study is ex-
pected to be ready for transmittal to Congress by December 1981.

Pha8e III.-A comprehensive field study of rural-urban elderly
services, using the research design developed in phase II. The AoA
had intended to release a request for proposal for this study by April
1981. However, since the study design is to be one of the products of
the phase II contract, the initiation of this final phase may be further
delayed.

No portion of this mandated study was completed by the legisla-
tive deadline, and as of December 30, 1980, the AoA had not submitted
a status report to Congress explaining the delay. Furthermore, it
appeared unlikely that any substantive findings or results would be
available for the deliberation on reauthorization of the Older Ameri-
cans Act in 1981.

4. LONG-TERM CARE

The third component of AoA's discretionary program is long-term
care. This past year has brought a concerted effort on the part of AoA
to move the agency and national network on aging toward a continuum
of care for the functionally disabled. The 1978 amendments to the
OAA strengthened AoA's role with respect to the vulnerable, chroni-
cally incapacitated elderly. A new section (422) was added to the
legislation entitled "Special Projects in Comprehensive Long-Term
Care." This section granted the Commissioner authority to make
special grants to support the development of comprehensive coordi-
nated systems of community long-term care for older individuals. The
key element in the component is "community," and the AoA is de-
voting substantial dollars and staff resources to the development of
truly "community-based" alternatives for the chronically ill or func-
tionally disabled.

Long-term care, in keeping with the intent of the OAA legislation,
has been defined by the AoA as health care, social services, or personal



care including supervision, treatment, or minor help with everyday
tasks, provided formally or informally on a recurring or continuous
basis to functionally impaired individuals. This care is provided in
homes or other homelike settings, in the community or in an institu-
tional setting if that is the preference of the client or the medically
necessary option.

5. LONG-TERM CARE CENTERS AND FELLOWSHIPS

The AoA determined that current public policies and programs do
not provide a reasonably comprehensive and coordinated range of
community-based services to individuals in need of long-term care.
In an effort to affect these public policies and programs, AoA has
funded projects which will begin to build a knowledge-and-practice-
base for the future: Long-term care multidisciplinary gerontology
centers and geriatric fellowships.

Both the centers and the fellowship programs are expected to expe-
dite the development of staff resources and technology, and also to pro-
vide opportunities for basic and applied research in long-term care.
The AoA developed these programs in response to the perception that
health and medical training and research were oriented to acute prob-
lems in an era in which the incidence of chronic illness and functional
impairment were rapidly increasing. The determination was made by
AoA, in conjunction with experts in the field of long-term care, that a
multidisciplinary and interdisciplinary approach was necessary to
address properly the problems of chronic illness and functional im-
pairment. This group also agreed that the presence of a Federal effort
to establish a basis for multidisciplinary staff development and basic
and applied research in the treatment of chronic impairment and func-
tional disabilities was long overdue.

As a result, the multidisciplinary centers were planned with a
combined health/social services approach. The centers have a clearly
defined relationship both with medical schools and with community-
based long-term care service providers. The focus of this program is
fourfold:

-To enhance the education and training of medical and social serv-
ice professionals and paraprofessionals regarding the long-term
care needs of the elderly.

-To increase the amount and quality of practice-oriented and
policy-relevant research dealing with long-term care problems.

-To facilitate innovation and experimentation in long-term care
service delivery in an experimental environment; and

-To disseminate the best practice and knowledge through consulta-
tion, technical assistance, continuing education and training, and
public information.
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The geriatric fellowship program was first funded by the AoA in
fiscal year 1979 with six grant awards to support the development of
multiyear programs to train 18 future faculty members. These geri-
atric physicians will become members of medical school faculties for
the purpose of training others in geriatric medicine, and supervising
and encouraging research and practical experiences related to geri-
atric care.

A critical part of the AoA's long-term care effort is the national
channeling demonstration program which is aimed at testing the
extent to which State and local governments and agencies can develop,
coordinate, and manage long-term care services. The channeling dem-
onstrations, a departmental initiative which cuts across all offices of
the Department of Health and Human Services (HHS), are de-
scribed more fully in chapter 4 of this report.

0. APPLICATION OF KNOWLEDGE AND PRACTICE

The fourth, and final, component of the AoA's discretionary
grants strategy is devoted to improving capacity to serve older persons
or the application of knowledge and practice. The capacity, and, con-
ceivably, even the willingness of families, community agencies, State,
and area agencies to care for the elderly is affected by the degree of
skill and competence of the care givers. Since the AoA is charged
with the responsibility to assist policymakers, administrators, and
service providers and to provide improved methods for developing
and managing services, the agency has committed education, training,
and research funds to the development of knowledge through re-
search, aggregating and organizing information for systematic distri-
bution and to preparing users to incorporate knowledge in policy
articulation, program implementation, and practice.

One method that the AoA has selected to use in improving capacity
to serve older persons is through preservice career development and
preparation. Title IV-A training funds are used to support the train-
ing of persons who are employed or preparing for employment in the
field of aging. The AoA has also indicated a commitment to strength-
ening the capacity of institutions of higher education to prepare per-
sons for careers in aging and to retrain persons already working with
older people. The priorities established in career preparation for 1980
are:

-Policy formulation, planning, and management.
-Case management or services management.
-Administration of services, including health, mental health, legal

services, employment guidance and counseling, home care, day
care, protective services, and transportation; and

-Administration of services to special populations such as minority
groups, the rural elderly, the inner-cities elderly.

73-264 0 - 81 - 12



7. MINORITY RESEARCH PROGRAM

The minority research associate program was initiated by the AoA
in response to the 1978 amendments to the OAA. This program pro-
vides support for minority institutions under the career preparation
programs. It is also expected to increase the participation of minority
scholars in the field of aging research. Five projects have been funded
with institutions or organizations in an effort to recruit qualified
minority social scientists and to stimulate research activity focused on
expansion of knowledge concerning the needs of racial and ethnic
minority elderly. These projects include Asian Pacific Americans,
blacks, Hispanics, and Native Americans and aim to improve services
to meet these groups' needs.

In 1980, the AoA funded 22 continuing education and technical
assistance grants and contracts. These projects focus on the entire
national network services system and range from the development of
model information systems for State and area agencies to the develop-
ment of curricula on serving minorities. Under this rubric, projects
have also been funded in the areas of long-term care, in-home services,
senior centers, health promotion, and counseling.

Regional education and training programs (RETP's) were devel-
oped in each of the 10 Federal regions during 1980. The goal of this
program is to foster, on a regional basis, a coordinated approach to
education and training by promoting greater understanding and co-
ordination among higher education institutions, State and area agen-
cies on aging and local service providers. It is AoA's hope that such
an approach, over a multiyear developmental period, will result in a
more efficient use of the limited education and training funds available
both from the OAA and from other sources. Under this program, the
RETP's are charged to:

-Convene regular regional conferences to bring together representa-
tives from higher education institutions, State and area agencies
and service providers to discuss common problems and opportuni-
ties.

-Convene regional research utilization and dissemination confer-
ences around content areas of interest to both academic and
practitioners.

-Prepare inventories of all education and training resources avail-
able in the region and develop procedures for better utilization of
these resources; and

-Act as a regional clearinghouse for gathering and disseminating
educational, training, and technical assistance materials.

G. DISASTER RELIEF-A DIFFERENT USE OF DISCRETIONARY FUNDS

The AoA also has authority to use discretionary funds for disaster
relief. The Disaster Relief Act of 1974 provides for assistance by the



Federal Government to State and local governments in carrying out
their responsibilities to alleviate suffering and damage resulting from
major disasters or emergencies such as hurricanes, tornados, snow-
storms, fires, etc. The OAA authorizes the AoA to reimburse a State
for funds that it makes available to area agencies for delivery of social
services during a major disaster. These funds are to be taken from the
AoA's title IV discretionary funds. During fiscal year 1980, food,
clothing, and shelter were provided to disaster victims in Ohio, Wash-
ington, Nebraska, Wisconsin, and Alabama.

H. TITLE V-SENIOR COMMUNITY SERVICE EMPLOYMENT PROGRAM

Legal authority and funding for the senior community service em-
ployment program (SCSEP) is under title V of the OAA. The pro-
gram is implemented by the Department of Labor through the Office
of National Programs, Older Worker Work Group, Employment and
Training Administration. Funds for the SCSEP are awarded to eight
national organizations and all State governments which in turn pro-
mote the creation of part-time jobs in community service activities
for low-income persons over the age of 55.

The 1978 amendments (Public Law 95-478) to the OAA made a
number of significant changes in the SCSEP and redesignated title
IX of the act as title V. Major changes in the law and the proposed
regulations include:

-A requirement for more cooperation among all project sponsors.
-An increase in the private or other unsubsidized placement goal to

at least 15 percent.
-A reordering of the priorities for enrollment.
-A State residency requirement.
-An increase in income eligibility level to 125 percent of the

poverty guideline.
-A provision to allow project sponsors to establish a time limitation

on enrollment with written authorization from the Assistant
Secretary.

-A stricter limitation on payment of Federal funds into retirement
fund for enrollees; and

-An increase to 75 percent of that share of Federal funds that must
be used for wages and fringe benefits for enrollees.

Draft rules to implement this title were published on March 25
1980 (vol. 45, Federal Register, p. 19530), with public comments on
the proposed rulemaking due on or before May 27, 1980. This notice
of proposed rulemaking (NPRM) was to revise the rules for the
SCSEP which has been in effect since the beginning of the program
in 1976. Since that time, funding and participants had grown almost
fourfold. The number of grantees in 1980 was nearly 12 times the
number in 1976 and grants were available both to units of government
and private nonprofit organizations.



The proposed rules were based both on the new requirements from
the 1978 amendments and the Department of Labor's (DOL) experi-
ence with this program. That experience, as well as the proposed
rules, were thoroughly examined by the older worker work group
staff of the Employment and Training Administration and a spe-
cially formed project sponsors' work group. As a result of this early
input, it was DOL's hope that the proposed rules would be acceptable
to sponsoring organizations, State governments, and other Federal
agencies and older workers; could be immediately used by -the imple-
menting agencies; and would require little or no revision before final

publication.
Although the mandatory comment period on the NPRM closed in

May 1980, as of January 1981, final rules had not been published by
DOL. Repeated inquiries from DOL have elicited the same response:
"Although the regulations are significant, they are not 'major' and
staff resources to finalize the regulations have not been available."

Grants totaling $258.8 million to support 52,250 part-time com-
munity service jobs for poor persons age 55 and over were awarded
to eight national organizations and all State governments by Secre-
tary of Labor Ray Marshall in early July 1980.

At the time of release, Secretary Marshall indicated that the funds
would cover the 12-month period, July 1980 through June 1981, and
that the program would operate in every State and territory.

Eight national organizations (headquarters in parentheses)
received grants totaling $198.5 million:

-Green Thumb, Inc. (Washington, D.C.), an arm of the National
Farmers' Union, $76.7 million.

-National Council on the Aging (Washington, D.C.), $22 million.
-National Council of Senior Citizens (Washington, D.C.), $43.2

million.
-National Retired Teachers Association/American Association of

Retired Persons (Washington, D.C.), $32.2 million.
-U.S. Department of Agriculture's Forest Service (Washington,

D.C.), $15.4 million.
-National Center on Black Aged (Washington, D.C), $2.4 million.
-National Association Pro Spanish-Speaking Elderly (Los

Angeles, Calif.), $2.4 million.
-National Urban League (New York City, N.Y.), $4.2 million.
In addition to the grants to the eight national organizations, $59.8

million was provided to the State and territorial governments to
create SCSEP jobs. Seven States chose to assign responsibility for
operating their State SCSEP grants to one or more of the eight na-
tional organizations. Those States include Alabama, Florida, Kansas,
New Hampshire, New Jersey, North Dakota, South Dakota, and
Puerto Rico.

SCSEP workers fill part-time jobs at senior citizen centers, schools,
hospitals, programs for the handicapped, fire prevention programs,
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beautification, conservation and restoration projects. The participants
must be paid no less than the Federal or State minimum wage or the
local prevailing rate of pay for similar employment, whichever is
higher. They receive annual physical examinations, personal and job-
related counseling, jdb training if necessary, and in some cases, place-
ment into regular unsubsidized jobs. Participants may work up to
1,300 hours per year and average 20-25 hours per week.

According to DOL, of all persons working in the program during
the 1979-80 program year, 80 percent were over the age of 60, and 65
percent were women. More than 30 percent of the participants are
minority group members and about 60 percent have less than a high
school education. Approxiitately 50 percent of the workers are in jobs
that provide services to the elderly (nutrition programs, outreach and
referral, health and home care, transportation, etc.); 48 percent of the
participants were in jobs created to provide services to the community
at large.

The SCSEP has both an urban and rural focus and three of the
eight national sponsors-Green Thumb, the Forest Service, and the
National Center on Black Aged-operate primarily in rural areas.

The following tables give a breakdown of dollar allocations by State
for each national sponsor and each State, as well as authorized par-
ticipants levels:



SCSEP FOR 1980-81 PROGRAM YEAR-STATE ALLOCATIONS

Legend: A-Green Thumb, B-NCOA, C-NCSC, D-NRTA/AARP, E-Forest Service, F-NCBA, G-Spanish, H-Urban League

State

Alabama.----------- --------------- 524,074 $340,335 $1,982, 060 0 $258,989
Alaska.-------------------- ------- 0 0 0 0 0
Arizona----------------85, 540 1,474,051 0 0 395, 311
Arkansas-.-..--...---------- 2, 0 0 $788,503 375, 190
California -------------------------- 2,205, 743 3,549,902 4, 345, 707 3,244,043 1,9
Colorado----------------------------475,828 0 674, 666 304,278 391,926
Connecticut.------------------------ - 140,794 0 1,926,172 0 9, 196
Delaware------------.. ----------------- 0 0 0 0 0
District of Columbia ------------------- 682,825 0 495,461 29,888 0
Florida---------------------------- 3,021, 706 350, 561 1,420, 633 4, 544, 821 449, 628
Georgia --------------------------- 1,:109,636 448,433 0 1, 990,793 400, 158
Guam ---------------- -------- ------ 0 0 0 0 0
Hawaii.----------------- -------------- 0 0 0 0 0
Idaho.------------------------------ 183,939 0 0 219,559 500,087
Illinois. . . ..-------------------------- 3,842,828 0 2, 193,076 1, 103,313 195, 379
Indiana . ..-------------------------- 3,226,539 0 1,580,496 332,514 78,149
Iowan . . ..--------------------------- 141,894 0 779 8 263 0
Kansas.. . ..-------------------------- 1,722,569 0 0 0 0
Ken..cky .. ..------------------------ 1,743,978 809,975 0 690,657 331,011
Louisiana -------------------------- 1, 2 371 413,301 571, 210 587,301 336, 869
Mdaine------------------------------ 167, 536 92,770 1,484,47
Maryland -------------------------- 309,443 0 2, 356, 429 0 0
Massachustts ------------------------ 854, 668 0 3,376,265 383, 923 0
Michigan -------------------------- 3,018, 362 0 2,117,511 848,409 431, 028
Minisota------------.. . ------------ 3,5637 0 884 0 562,436
Mississippi --------------------------- 423, 8 0 915,706 0 643,687

$467,042 0
0 0
a 0
0 0
0 $587, 567
0 0
0 0
0 0
0 0

286, 752 291, 177
0 0
0 0
0 0
0 0
0 267,938
0 0
0 0
0 335,638

354,716 0
0 299,971
0 0
0 0
0 0
0 

00 0
437, 029 0

0 $1,077,5000 1,072,000
0 604,098
0 725,327
0 4,421,2580 517,302

$349, 320 673, 518
0 1,072,000
0 278,8260 2,987, 722

235,554 1,218,426
0 536, 000
0 1,072,000
0 278, 475

297,709 2,351,757
299,953 1,256, 349

0 773,064
0 599, 793
0 973,6630 958,977
0 338, 799
0 833, 128

300,012 1, 461, 132
0 1,816,690

458,831 953, 212
0 709,690

H Governor's share



1issouri--------------------------3,204,548 268,422 385,020 810,266Montana--------------------- -----. . 900,143 0 0 269,015Nebraska-------------------------- 1,214,771 0 0 389,558Nevada----------------------------- 188,538 0 0 544 903New Hampshire----------------------- 325, 372 0 0 339, 199Nw Jersey ------------------------ 3,461,063 1,278,079 1, 275, 322 0NewMexico----------------------------0 0 0 415,606New York------------------------ 5,059,494 3,669,381 3, 344,462 2,223,534North Carolina---------- ----------. . 786, 547 434,460 1,586,329 0North Dakota----------------------- 1,099,006 0 0 168 777Ohio-----------------------------2,529,781 1,021,960 2,179,252 2,375,227Oklahoma-------------------------2,420,069 0 0 404,948Oregon--------------------------- 1,562,352 245,940 0 517, 481Pennsyl ania----------------------- 4,820, 245 1, 963, o29 2, !65, 418 1, 128,924Puerto Rico-------------------------- 996,812 0 0 1,006, 730Rhode Inland-------------------------0 0 370,149 708,096South Carolina------------------------797,438 248,073 569,176 501 108South Dakota------------------.--. -- 1,319,667 0 0 187, 52Tennessee------------------------- 1, 329,184 479,923 1,187,998 0Texas---------------------------- 4,704, 563 1,490,776 1,292,803 2,161,783Utah------------------------------735,191 0 0 0Vermont---------------------------- 100,489 915,288 0 0Virgin Inlands------------------------- 0 0 0 0Virginia _ _--------------------------- 2, 271, 563 499,644 0 859, 450Washington--------------------- --- 539, 401 0 552,763 941,024
WestVirginia- - ---------------- 194 591 1,139,872 700,930 0Wisconsin -_------------------------- 3,227535 0 1,698,122 0Wyoming --------------------------- 486,384 0 0 172,331American Samoa---------------------- 0 0 0 0Pacific Islands-------------------------- 0 0 0 0

511,947
182, 792
25,286

170, 144
179, 374

0
507,149

0
1,574,602

14,942
86,193
99,995

743, 727
301, 113
102, 287

0
275 913
50: 576

474, 606
126, 435
577,354
111,459

0
379, 138
608,645
315,993
427, 378
244,870

0
0

0
0
0
0
0
0
0
0

423,234
0
0
0
0
0
0
0
0
0

409,492
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0

299,985
0
0
0
0
0
0
0

299,995
0
0
0
0
0
0
0
0
00

0 1,359,797
0 279,050
0 431,385
0 278,415
0 279, 05

349,266 1,640,270
0 284, 245

423, 235 4, 355, 894
0 1,448,828
0 278,275

497,157 2,692,430
0 834,003
0 617,500

365, 700 3,302, 980
0 647, 171
0 278, 755
0 728,292
0 278, 505
0 1,233,797
0 2,834,645
0 278,455
0 278, 764
0 536,000

299,990 1,138 215
0 802:167
0 595,614

300,021 1,187,944
0 278,415
0 539,000

National total------------------- 76, 704, 525 21,962,773 43, 216, 799 32, 251, 958 15,439, 149 2,378,265 2,382, 271 4, 176, 748 59,811, 512
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SCSEP FOR 1980-81 PROGRAM YEAR

[Total State-by-State allocations and authorized participant levels]

Number of Number of
State Allocation participants State Allocation participants

Alabama-------------- $650, 000 941 New Hampshire----------1,123,000 227
Alaska----------------- 1,072,000 217 New Jersey-------------8,004,000 1,619
Arizona----------------2,559,000 618 NewMexico-------------1,207,000 244
Arkansas ---------- 4,386,000 988 New York --------------- 19,076,000 3,858
California- --------------- 20,301,000 4,106 North Carolina ----------- 6,254, 000 1,265
Colorado.--------------- 2,394,000 484 North Dakota------------1,561,00 316
Connecticut------------- , 099,000 627 Ohio-----------------11,382, 2,302
Delaware---------------- 1,072,000 217 Oklahoma --------------- 4,059,000 821
District of Columbia -- 1,487,000 301 Oregon ----------------- 3,687, 000 746
Florida ---------------- 13, 353, 000 2,701 Pennsylvania------------14,448,000 2,922
Georgia ----------------- 5,403,00 1,093 Puerto Rico-------------- 2,753,000 557
Gaam ------------------- 536, 000 108 Rhode Island------------- 1,357,000 274
Hawaii.----------------- 1,072, 000 217 South Carolina-----------3,120,000 631
Idaho ----------------- 1,182,000 239 South Dakota------------1,836,000 371
Illinois.---------------- 10,252, 000 2,074 Tennessee--------------5,115,000 1,035
Indiana----------------6, 774, 000 1,370 Tens----------------12 911 2,621
Iowa ------------------ 3,330, 000 674 Utah------------------ I91 000 321
Kansas ----------------- 2,6.8 000 538 Vermont ---------------- 1,406000 284
Kentucky---------------- 4,904, 000 992 Virginia----------------- 5,448,0 1,102
Louisiana---------------- 4,189,00 847 Virgin Ilansa------------ 536, 000 108
Maine ------------------ 1,641,000 332 Washington-------------- 3,444,000 697
Maryland---------------3,499, 708 West Virginia------------2,947,000 596
Massachusetts----------- 6,376,000 1,290 Wisconsin--------------6,841,000 1,383
Michigan--------------- 8 t232,000 1,665 Wyoming--------------- 1,182,000 239
Minnesota.--------------6499 000 1,315 American Samoa-----------536,000 108
Mississippi----- -.... 3, 3000 33 Trust Territory of the Pacif
Missour.--------------- 6 540,000 1,323 ic Islands--------------536,000 108
Montana--------------- 1631,000 330
Nebraska ---------- 2,061,000 417 Total------------258,324,000 52,250
Nevada e----------------w1, 182,0 239

The second continuing resolution, signed into law by President
Garter on December 16, 1980 (Public Law 96-536), included an in-
crease of $10 million over the administration's fiscal year 1981 budget
request, and $10.2 million over the 1980 funding level for the SCSEP.
This increase was provided by the House of Representatives during
their deliberations on the Department of Labor and Health and
Human Services 1981 appropriations bill (H. Rept. 96-1244).

Since the program is primarily forward-funded,, with a program
year from July 1 to June 30, the funding increase is expected to ex-
pand the program from the current level of 52,250 jobs to 54,200.
The fiscal year 1981 appropriations also included an increase of $8.7
million to1provide for higher minimum wage costs but this is offset
by a reduction of $8.5 million to reflect the fact that 4,750 of these
jobs were funded for 17 months in the 1980 appropriations act.

The House committee included language in the bill earmarking
80 percent of the appropriations for national contracts. This language
created a discrepancy between the law and the appropriations meas-
ure. The 1978 amendments to the OAA directed more job slots to
State governments by changing the allocation formula and stipullating
that any additional funding in succeeding fiscal years would be al-
lotted at 55 percent for the States and 45 percent for the national
organizations.

Wbhen voting on the continuing resolutions. th,- Septe Apuronria-
tions Committee did not propose an increase for title V but supported
the $12 million added by the House of Renresentatives.

As of De5ember 31. 1980, confusion surrounding the alocation
formula still existed. The matter wasq referred to DOTA'5 Office of
the Solicitor; resolution on the allocation formula is expected early
in 1981.



I. TITLE VI-GRANTS TO INDIAN TRIBES FOR SOCIAL AND
NUTRITiONAL SERVICES

The 1978 amendments to the Older Americans Act (Public Law
95-478) created title VI, a new direct grant program to Indian tribal
orgamzations for older Indians. The purpose of this title was to pro-
mote the delivery of social and nutritional services comparable to
those services provided through the State and community programs
on aging under title III. Under this new title, tribal organizations
would be eligible to apply for direct funding to pay the costs of
providing social and nutritional services to Indians aged 60 and
older. These funds could also be used for the acquisition, alteration,
or renovation of multipurpose senior centers.

The law required the AoA to promulgate regulations to implement
this title within 90 days of enactment. However, the AoA did not
publish the proposed regulations until December 5, 1979, 13 months
after enactment of the law. An additional 7 months passed before
final regulations were forthcoming.

During the comment period, the AoA conducted nine public hear-
ings at sites located in seven Federal regions. Approximately 200
representatives of Indian tribes, State and area agencies on aging, and
national organizations testified or submitted written comments on the
proposed regulations. Throughout the comment period, AoA staff con-
sulted with national organizations and Federal agencies including
the National Indian Council on Aging (NICOA), the Administration
for Native Americans (ANA). the Indian Health Service (IHS) and
the Bureau of Indian Affairs (BTA). The final regulations, published
on July 18, 1980 (vol. 45, Federal Register, p. 48380), reflected the
comments of the various agencies consulted.

Concurrent with the development of the title VI regulations, the
AoA was developing regulations for title III, grants for State and
community programs on aging. Final regulations for the title III pro-
grams were published on March 31, 1980 (vol. 45. Federal Register, p.
21126). Since many of the provisions in title III were incorporated
into the final regulations for title VI, the AoA insisted that the man-
date to publish title VI regulations 90 days after enactment of the law
was impossible and would have resulted in inconsistencies between
the two programs. The AoA consequently published the title VI regu-
lations 4 months after issuance of final rules for title III, 18 months
later than required by congressional mandate.

The OAA establishes the general relationship between titles III
and VI in the statement of purpose for each title. In the statement of
purpose for title III, State and area aZencies are charged with the
responsibility of planning and providing social and nutrition services,
including multipurpose senior centers, to help "secure and maintain
maximum independence and dignity in a home environment for older
individuals." Section 601 of title VI states:

It is the purpose of the title to promote for Indians the
delivery of social services, including nutrition services, that
are comparable to services provided under title III.

The AoA analyzed the relationship between the provisions of title
II and title VI and determined that the title III objective to assure

maximum independence and well-being for all older persons is equally



valid for title VI. The unique characteristic of title VI is that it is
designed to accomplish these goals for older Indians through direct
Federal grants to eligible Indian tribal organizations, rather than
through State and area agencies.

While the two titles parallel one another, the AoA was cautious
not to extend the parallelism too far. Following the guidance provided
by the public hearings, and written comments on the regulations, the
AoA recognized the unique cultural differences of the Indian popula-
tion and the frequent necessity to propose choices for the special cul-
tural needs of older Indians.

Section 604 of the act establishes specific relationships between the
service requirements for titles III and VI which includes:

-Full compliance by title VI grantees with certain title III require-
ments concerning the acquisition, alteration, or renovation of mul-
tipurpose senior centers; and

-The provision of nutrition, legal, and ombudsman services under
title VI to be delivered or made available "substantially in com-
pliance" with the provisions of title III.

A question arose during the development of the title VI regulations
as to the meaning of "substantially in compliance." The AoA chose to
interpret this phrase to mean that tribal organizations under title VI
need meet only certain essential requirements for service delivery. In
those cases in which title III requirements for nutrition, legal, and
ombudsman were omitted, the AoA determined that the special nature
of services for Indians under title VI made the title III requirements
inappropriate or overly burdensome.

The title VI regulations also omitted several of the title III service
delivery requirements including the preference for those with greatest
economic or social needs and the development of a comprehensive and
coordinated service delivery system. The AoA, following congres-
sional intent, drafted regulations which provided considerable flexi-
bility to tribal organizations in administering this new title. These
regulations specify only those services which must comply with certain
title III service requirements and allow tribes the flexibility to provide
other services in the manner best suited to the cultural setting.

Flexibility was also provided in the title VI regulations in three
basic service categories: nutrition, legal, and ombudsman services. The
major changes from title III consist of :

-The addition of a nutrition requirement that special means be pro-
vided which meet the particular health, religious, cultural, and
dietary needs of individual older Indians; and

-The inclusion of legal and ombudsman services for the selection
of providers with expertise in areas of law affecting older persons
and the demonstrated capacity to effectively deliver legal services
to older persons.

The final title VI regulations clarified the definition of tribal orga-
nization and further explained tribal eligibility and tribal selection by
older Indians. The definition of "tribal organization" used in the reg-
ulations was taken from the Indian Self-Determination and Education
Assistance Act. This definition permits three types of tribal organiza-
tions to apply:



-The recognized governing body of a tribe.
-Any legally established organization of Indians which is con-

trolled, sanctioned, or chartered by a governing body; or
-One individual democratically elected by the adult members of the

Indian community served by the organization.
Both the act and regulations further provided that an organization

may perform services benefiting more than one tribe, with the approval
of each tribe to be served.

The law specifies that tribal organization may not receive funds
from both titles III and VI for the duration of a grant. Therefore, each
Indian tribe was encouraged to decide which type of organization could
best serve the older members of the tribe. Since title III social services
are not provided to tribal organizations, but rather to individual older
persons, the regulations clearly stipulated that a tribal organization
providing services under both titles III and VI must take whatever
steps necessary to insure that the same individuals do not receive serv-
ices under both titles. Additionally, if tribal organizations do receive
funds under both titles, the funds must be administered in accordance
with the applicable provisions of the titles under which those funds are
received and costs must be allocated for any shared equipment and
facilities.

In fiscal year 1980, an initial allocation of $6 million was provided
for title VI. Grantees were required to provide nutrition and legal
services, and to insure that information and referral services were
readily available. If there is a long-term care facility under the juris-
diction of the tribal organization, then an ombudsman program must
be established. i

During the early months of 1980, and prior to allocation of the title
VI funds, the AoA attempted to contact all federally recognized tribes.
Approximately 500 tribes were invited to apply for this direct funding.
A total of 86 formal applications were submitted to the AoA. These
applications were reviewed by a panel of representatives from agencies
with special Indian programs and 85 grants were awarded to tribal
organizations representing more than 20.000 older Indians. The awards
were made not only for service to elderly Indians, but also to develop
the capacity of the grantee organizations to provide service to older
Native Americans.

J. OLDER AMERICANS ACT FUNDING

1. FISCAL YEAR 1980 APPROPRIATIONS

Fiscal year 1980 appropriations (Public Law 96-123) for OAA
programs provided an increase of $150 million, a 16-percent increase
over the 1979 funding level. Additional funding was necessary for
States to comply with the expanded mandates of the 1978 amendments.
These new mandates include direct grants for Indian tribes, a nutri-
tion program providing federally funded home-delivered meals, and
prohibiting the use of nutrition funds for supportive services effec-
tive in fiscal year 1981. Highlights of the fiscal year 1980 funding
increases include: I

4charts showing appropriations for fiscal years 1980-81 and fiscal years 196-81 areon a later Dage.
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-Title III-B, social services: A $50-million increase to maintain
social services at the 1979 level, to provide transportation services,
senior centers, and other supportive activities to the nutrition
program, and to begin to compensate for the fiscal year 1981 pro-
hibition on the use of nutrition funds for supportive activities.

-Title V, community service employment: A $57-million increase
to expand job slots from 47,500 to 52,250 for the period from
July 1, 1980, through June 30, 1981, and to synchronize funding
with other OAA programs.

-Title VI: $6 million in initial funding for grants to Indian tribes
to promote the delivery of social services to Indians.

Fiscal year 1980 funding levels
Fundisao 7-1els

Title II: ( inilliona)

National Clearinghouse --- --------------------------------- $2. 00
Federal Council on Aging ------------------------------------- . 45

Title III:
State administration -- ------------------------------------ 22. 50
Social services -------------------------------------------- 246. 97
Congregate meals ---------------------------------------------- 270.00
Home-delivered meals------------------------------------------ 50. 00

Title IV:
Training ---- ------------------------------------------- 17. 00
Research ------------------------------------------------------ 8. 50
Multidisciplinary centers------------------------------------- 3. 80
Special projects (including long-term care and legal services) -- 20. 50

Title V: Community service employment ' _------------------------ 266.90
Title VI: Direct grants to Indian tribes ----------------------------- 6. 00

Total ------------------------------------------------------- 914. 62

I Title V is administered by the Department of Labor (DOL) with a program year from
July 1979 through June 1980.

2. FISCAL YEAR 1981 APPROPRIATIONS

Fiscal year 1981 funding for OAA programs will be provided under
the authority of continuing resolutions until June 5, 1981. The House
of Representatives passed its fiscal year 1981 Labor, Health and
Human Services appropriations measure (H.R. 7998) on August 27,
1980. The Senate Appropriations Committee did not report a fiscal
year 1981 appropriations bill. Therefore, a continuing resolution to
guarantee Federal funding for a number of Federal agencies and
programs was required.

The first continuing resolution, signed into law on October 1, 1980,
provided funding until December 15, 1980 (Public Law 96-369). Since
the Senate still had a number of appropriations measures pending on
December 15, a second continuing resolution was necessary before the
96th Congress adjourned. The second resolution, signed into law on
December 16, 1980 (Public Law 96-536), provides funding through
June 5, 1981.

The House Appropriations Committee reported H.R. 7998 on Au-
gust 21 (H. Rept. 96-1244). The committee's version recommended the
following program increases:

-Title III-B, social services and centers: A $10-million increase to
defray costs of support services transferred from nutrition to
social services.
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-Title III-C, nutrition: A $30-million increase to cover the in-
creased cost of meals served and to provide expansion in the num-
ber of meals served.

-Title V, senior community service employment: An increase of
$10.2 million to expand the program from the current level of
52,250 jobs to 54,200 and to provide for higher minimum wage
costs.

Since the Senate Appropriations Committee did not report its
version of the fiscal year 1981 appropriations for Labor, Health and
Human Services, committee members found it necessary to present an
amendment to the House version during the conference on the continu-
ing appropriations measure for fiscal year 1981. During conference
deliberations, Senator Lawton Chiles introduced an amendment to
provide funding for the following OAA programs:

-Title III-B, social services and centers: $280 million, an increase
of $33 million over the House version to protect community serv-
ices against inflation.

-Title IV, research, training and special projects: $38.1, a $7.4-
million reduction over the House proposal to highlight the inade-
quate information provided to Congress regarding the use of the
Commissioner's discretionary funds; and

-White House Conference on Aging: $3 million, the same as the
House-passed version (inadvertently omitted from the House con-
tinuing appropriations measure H.J. Res. 610) for a total of $6
million for the Conference.

The conferees agreed to a $30-million increase for title ITI com-
munity services during its deliberations on the continuing resolution.
This increase was dropped however, when the dispute over Federal
pay caused the House to pass a "stripped-down" resolution with most
Senate amendments deleted. The House version, which became law on
December 16, 1980, retained the $45.5 funding level for title IV and
provided continuing funding authority at the $3 million level for the
White House Conference on Aging.

Further continuing resolution funding levels, fiscal year 1981
Fundina level

Title II: (in millione)
National Clearinghouse ----------------------------------- $2.000
Federal Council on Aging -----------------------------------. 581

Title III:
State agency administration ------------------------------- 22.675
Social services and senior centers -------------------------- 257. 000
Congregate meals --------------------------------------- 295. 000
Home-delivered meals ------------------------------------- 55. 000

Title IV:
Training ----------------------------------------------- 14.000
Research ----------------------------------------------- 6.000
Gerontology centers -------------------------------------- 3.000
Special projects (including long-term care and legal services) ------ 22. 500

Title V: Senior community service employment 1_ _ _____-------- 277. 100
Title VI: Direct grants to Indian tribes ___--------------------------- 6. 000

Total ----------------------------------------------- 960.856
xTitle V is administered by the Department of Labor (DOL) with a program yearfrom July 1980 through June 1981.
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K. OFFICE OF HUMAN DEVELOPMENT SERVICEs- 1980 REORGANIZATION

The Office of Human Development Services (OHDS) is the social
services arm of the Department of Health and Human Services
(HHS) which provides national program direction and services
through its components: The Administration on Aging; Children,
Youth, and Families; Native Americans; Developmentally Disabled;
Public Services (title XX programs); the President's Committee on
Mental Retardation; and the work incentive program. Created in 1977,
the OHDS was designed to improve coordination and management
of the various social service programs funded through the above-men-
tioned agencies.

On May 18, 1980. Secretary of HHS, Patricia Roberts Harris, pur-
suant to the authorities vested in that position, issued an executive
order authorizing the reorganization of OHDS. The reorganization
order, published on May 21 (45 FR 34069), made a number of orga-
nizational changes directly affecting the Administration on Aging
(AoA).

According to Secretary Harris, the OHDS reorganization was
prompted by two principal concerns: The organizational disruption
which occurred when several OHDS components were transferred to
the newly created Department of Education in May 1980; and the
desire of management officials to strengthen the administration and
coordination of social service programs by establishing a more efficient
organizational structure.

1. HIGHLIGHTS OF THE OIDS REORGANIZATION

One purpose of the May 1980, OHDS reorganization was to pro-
vide an organizational placement which would administer title XX as
the special revenue-sharing program that it was intended to be,
through a structure which permits title XX integration and coordina-
tion with other social services programs. The Department had deter-
mined that the parallel placement of title XX program unit with
other administrations prevented this from occurring. The title XX
program, located within the OHDS, represents over half of OHDS's
total budget, an estimated $3 billion annual funding level.

Abolishment of the Administration for Public aervices

To accomplish the objectives set forth in the OHDS reorganization,
the Administration for Public Services (APS) was abolished and a
substantial number of its title XX staf subsequently were transferred
to various other OHDS program offices to facilitate services coordina-
tion, planning, and review. The remaining APS staff, along with the
basic financial and training components of the title XX program,
were transferred to a newly created staf office-the Office of Program
Coordination and Review-whih is located organizationally under
the direct administrative and line authority of the Assistant Secretary.

The Administration on Aging was the beneficiary of approximately
40 out of 100 total title XX program ositions. These positions were
divided equally between the regional offices and headquarters. A num-
ber of these new positions were intended to strengthen AoA's opera-



tion of its long-term care, research, and program development units.
The OHDS reports that this is the largest increase in personnel that
AoA has received since the expansion of the Older Americans Act in
1972.

Concurrent with the transfer of APS positions to the OHDS pro-
gram administrations, leadership responsibilities were delegated to
the respective Commissioners for setting program quality standards,
substantive technical assistance, and program ompliance monitoring
for all OHDS-funded categorical social services (including those serv-
ices funded by title XX). By eliminating the Administration for Pub-
lic Services, HHS officials contended that such programs as the Ad-
ministration on Aging would have a more significant impact on the
way title XX is administered, to the benefit of the older population.

Secretary Harris, testifying before the House Select Committee on
Aging, July 23, 1980, defended the title XX integration objectives of
the reorganization by stating:

The Commissioner on Aging, for instance, will now pro-
vide leadership for all programs addressing the needs of the
elderly funded through title XX. The Commissioner's influ-
ence over the quality, type, and delivery of services will be
significantly increased. For example, AoA staff will now be
involved in a joint review of title XX State plans with the
Office of Program Coordination and Review staff to insure
that the needs of the elderly in the States are considered in
the development of the plan. In addition, AoA staff will be
asked to provide expertise on elderly issues examined by the
other program administrations. This structure should signifi-
cantly strengthen our program operations.

2'itle XX State Plan Coordination and Joint Revilews

Pursuant to the mandates of the OHDS reorganization order, the
Office of Program Coordination and Review was created at both the
central office (Washington, D.C.) and regional office levels.

The Office of Program Ooordination and Review (OPCR) in the
OHDS central office maintains the residual title XX functions. in-
cluding training and financial management of the program. Further-
more, this new staff office is responsible for promoting the coordination
of social services throughout OHDS; managing special projects af-
fecting OHDS target groups; and providing direction to the OHDS
regional offices. The OiiDS regional administrators report directly to
the Director of OPCR in Washington, D.C.

The mission of the OPCR at the regional level is to function as the
administrative vehicle directly responsible for the following: Insur-
ing State compliance with title XX administrative requirements; re-
viewing the overall human services delivery systems in the States; and
coordinating, with the regional program staff, reviews of State plans.
This last functional mandate, the joint reviews of State plans is in-
tended to be the drivn in the OHsi d S regional offices in
fostering a sharing of information about State services and to enforce
the development of more consistent, comnrehensive policies directed
toward enhancing social programs for all OHDS target populations.



Consolidation of Financial Management Functionm

Financial management responsibilities of all OHDS programs in
the regions have been consolidated under the Office of Fiscal Opera-
tions (OFO). While the program administrations retain policy con-
trol and allocation authority, this office is responsible for fiscal moni-
toring of all OHDS grantees.

The benefits of a consolidated financial staff were described in writ-
ten correspondence from Secretary Harris to Congressman Charles
Grassley (May 13, 1980). Secretary Harris indicated that the OFO
would r'eliminate duplicative financial monitoring of those service
providers which are grantees under more than one OHDS program."

Prior to the OHDS reorganization order, each regional program
office maintained its own separate financial management staff and func-
tional responsibility. Subsequent to the reorganization, all AoA re-
gional financial management officers were transferred to, and their
functions consolidated under, the new regional Office of Fiscal Opera-
tions. The Administration on Aging, therefore, forfeited direct ad-
ministrative, financial authority over a total of 13 financial manage-
ment positions throughout the regions.

Department officials anticipated that a financial management core
staff would maintain the knowledge of all OHDS statutory and ad-
ministrative financial requirements and, as a result, would serve as a
single, comprehensive source of expertise concerning service require-
ments and technical assistance to State and local agencies.

2. AGING CONSTITUENCY REBUTAL; CONGRESSIONAL CONCERN

In the weeks preceding its official enactment, consideration of the
OHDS reorganization order evoked considerable concern among vari-
ous Members of Congress and aging organizations. This concern was
based on the belief that implementation of the OHDS reorganization,
as proposed, would not necessarily serve in the best interests of the
social service needs of the elderly nor significantly enhance the admin-
istration of the Older Americans Act programs.

Congressional opposition to the reorganization was initiated by
members of the Senate Special Committee on Aging and House Select
Committee on Aging. Specific issues of concern, as well as questions
challeneing the intent and legality of the reorganization included:

-Statutory authority of the Secretary to reorganize OHDS.
-Loss of fiscal responsibilities and corresponding financial manage-

ment staff positions from AoA regional program offices.
-Failure to enhance the visibility of the Administration on Aging;

and
-Organizational placement and distribution.of 40 positions allo-

cated to AoA.
The Department of Health and Human Services (HHS) was also

cited for its failure to notify Congress and national aging organiza-
tions in advance. Early notification would have facilitated a more
thorough review and analysis of, and involvement in the formulation
and final decisionmaking regarding implementation of the OHDS
reorganization.

73-264 0 - 81 - 13 j
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As a result, formal requests were submitted to Secretary Harris
urging a 60-day postponement of the reorganization-a time period
intended to permit full assessment of its impact on the Administration
on Aging and other OHDS components. The requested delay in the
OHDS reorganization was petitioned for by a significant number of
congressional members and aging groups including: Senators John
Heinz, Pete Domenici, William Cohen, Charles Perey, and Nancy
Kassebaum from the Senate Special Committee on Aging; and the
unified backing of 12 national aging memberships, provider, and pro-
fessional organizations.

Chronology of Event8

On April 24, 1980, DHHS officials formally notified Members of
Congress and, in particular, the Senate and House Committees on Ag-
ing, of the Department's desire to implement the OHDS reorganiza-
tion order. Meetings between congressional aging committee staff and
the OHDS Deputy Assistant Secretary were held to inform and clar-
ify both the organizational and programmatic changes proposed in
the reorganization plan. Although thev questioned in particular the
Secretary's authority to reorganize OHDS, the committees also had
other important concerns with regard to the growth of the OHDS as
a staff office-a layer of the bureaucracy. Such concerns included the
possibility of setting a precedent for absorbing OHDS program com-
ponents into the central office operation; and that the authority and
organizational stature of AoA would be diminished and AoA respon-
sibilities would be delegated to offices beyond the control of the Com-
missioner. An example of this was the removal of certain fiscal re-
sponsibilities from AoA at the regional level. The Members of Con-
gress and national aging organizations objected to the transfer of 13
AoA regional financial management staff to the newly created Office
of Fiscal Operations because they felt that the views of State and local
administrators involved in providing services under the Older Ameri-
cans Act should have been solicited to determine the impact of the
proposed action on services.

On May 2, 1980, Senator Pete V. Domenici wrote to Secretary
Harris requesting a delay in the reorganization. On the same day, 12
national aging organizations made a similar plea. This quickly was
followed on May 8, with a letter from several Senators reinforcing
this request.

In a written response (May 13, 1980) to Congressman Charles
Grassley. ranking minority member of the House Select Committee on
Aging, Secretary Harris defended her authority to reorganize by
stating:

The authority (to reorganize) is contained in the Reorga-
nization Plan No. 1 of 1953. which created the Department
of Health, Education, and Welfare. Section 1 of the reorga-
nization plan provides that the Department shall be adminis-
tered under the supervision and direction of the Secretary.
Section 6 provides that the Secretary may make such provi-
sions as she deems appropriate authorizing the performance
of the functions of the Secretary by any other officer, agency,
or employee of the Department. Thus, the Secretary has the
authority to organize the functions and offices of the Depart-



ment as she deems appropriate. Under the Department of
Education Organizational Act (Public Law 96-88), the De-
partment of Health and Human Services and its Secretary*
are successors to the Department of Health, Education, and
Welfare and its Secretary, with secretarial authority under
the reorganization plan unchanged.

Secretary Harris also assured Congressman Grassley, and members
of the House Select Committee on Aging, that the Department "care-
fully reviewed the Older Americans ct and determined that the
organizational changes to be made do not in any way conflict with
the requirements of that act."

Despite this reassurance, the widespread opposition to the pendingOHDS reorganization expressed by several national aging organiza-
tions prompted the Department to convene a meeting with the Secre-
tary and representatives from the organizations to discuss the
perceived adverse impact of the reorganization upon the program man-
agement responsibilities of the Administration on Aging. During
their meeting on May 14, 1980, with the national aging representa-
tives, Secretary Harris responded to the group by reaffirming her posi-
tion as follows:

-That any delay in implementation of the plan would result in
unnecessary hardships for many OHDS employees, since the re-
organization was to become effective simultaneously with the
transfer of the education components from HEW to the new De-
partment of Education.

-That the reorganization would allow the consolidation of OHDS's
limited financial management, thereby improving monitoring and
assistance to grantees.

-That the reorganization would create the potential for efficient
oversight of Federal outlays through economies of scale and new
management systems.

-That the reorganization would create a vehicle for better co-
ordination among the various program units; and

-That the reorganization would open the policy development
process to program units.

The Secretary did agree to one concession requested by the group.
This concession was to change the name of the Office of Program
Integration and Review (OPIR) to the Office of Program Coordi-
nation and Review (OPCR) as a first step toward insuring that pro-
gram units would retain autonomy and programmatic control. She
concluded the meeting with an invitation to the group to return in6 months for a review and evaluation of the reorganization.Despite the numerous requests for reconsideration, on May 18,
Secretary Harris issued the executive order authorizing the reorga-
nization. On May 21, HHS published the announcement in the Fed-
eral Register.

On July 7, 1980, the Senate Special Committee on Aging, con-
cerned in general with the legality of the OHDS organiational
structure, requested the General Accounting Office (GAO) to con-
duct a preliminary survey of the structure, and to prepare a legal
opinion with respect to the Administration on Aging and the Older
Americans Act. Among the various issues to be addressed, the com-
mittee specifically instructed GAO's General Counsel to determine if
the delegation of legislatively authorized functions of the Commis-
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sioner on Aging to other OHDS offices not directly responsible to the
Commissioner is legal and consistent with statutory intent.

Members of the Senate Special Committee on Aging had previ-
ously expressed concern about the organizational placement of AoA
in the Department of Health and Human Services. During the Sen-
ate hearing on the confirmation of Cesar A. Perales, as Assistant
Secretary of the Office of Human Development Services, Senator
John Heinz posed the following questions: Whether AoA functions
were being assigned to offices beyond the control of the Commissioner
on Aging; whether the Commissioner was required to report directly
to the Secretary; and whether staff positions initially designated for
the AoA to administer the OAA were diverted to OHDS officers.

Assistant Secretary Perales responded on the day of the hearing,
and also in a subsequently written response to Senator Heinz, that it
was not the intent of the Department to circumvent the provision of
section 201 of the Older Americans Act with respect to the authority
of the Commissioner on Aging, and that all staff slots currently
assigned to AoA were filled by persons reporting directly to the
Commissioner.

On August 14, 1980, Milton Socolar, GAO General Counsel,
responded to the committee's request for an opinion. The GAO
opinion stated:

A delegation of functions of the Commissioner to the
OHDS officials not directly responsible to the Commissioner
would violate the restriction in 42 U.S.C. 3011(a).

The opinion went on to explain that this delegation of functions
did not have to be through a formal mechanism:

Functions may be delegated in a formal or informal man-
ner. Formal delegations may be made, for example, through
a statement of mission, organization, function, and delega-
tion of authority which is published in the Federal Register.
On the other hand, informal delegations may be made by
verbal orders, by office memoranda, or by custom and usage.
In order to determine whether a function has been informally
delegated, a determination must be made on a case-by-case
basis.

The report also stated that while the location of AoA within OHDS
was consistent with the requirement for the Commissioner to report
directly to the Secretary, the Congress also intended the Commissioner
to have "the requisite authority and responsibility to implement the
important mission of the AoA.' Furthermore, "Congress did not in-
tend that the Commissioner should be required to deal with inter-
mediate level officials in OHDS."

Although the GAO's legal interpretation was made subsequent to
the May 18, 1980, OHDS reorganization order, it supported the con-
cern of the national agring organizations regarding the authority of
the Secretary to transfer AoA regional staff to an OHDS staff office
which is outside the direct reporting purview of the AoA Commis-
sioner. In this regard, the GAO made the following statement:

Because AoA is a statutory agency and the Commissioner
is by law the agency head, AoA regional staff are directly
responsible to the Commissioner. The work of the AoA re-



gional staff is assigned and supervised by officials subordinate
to the Commissioner. On the other hand, the OHDS Regional
Administrator is responsible for coordinating OHDS pro-
grams for a specific area. Therefore, AoA regional staff may
be required to coordinate their activities with the OHDS
Regional Administrator.

A similar analysis was provided by the American Law Division of
the Congressional Research Service to the House Select Committee
on Aging. The CRS took the position that the law and congressional
intent clearly prohibited the delegation of any functions, including
policymaking and routine administrative services, to any officer not
directly responsible to the Commissioner.

While the legal opinion supported the Secretary's authority to re-
organize, concerns relative to the delegation of authority and the or-
ganizational placement of the AoA remained. These issues will, no
doubt, receive careful scrutiny during the 1981 reauthorization of the
OAA.

II. ACTION'S OLDER AMERICANS VOLUNTEER
PROGRAMS

The three established older Americans volunteer programs-the
senior companion program (SCP), the retired senior volunteer pro-
gram (RSVP), and the foster grandparent program (FGP), saw
modest growth in the 1980-81 period.

Two relatively new ACTION programs, relevant to older Amer-
icans, which saw more substantial expansion are the fixed income con-
sumer counseling (FICC) and helping hand (HH).

The ACTION agency's older Americans volunteer programs
(OAVP) are authorized under title II of the Domestic Volunteer
Service Act of 1973 (Public Law 93-113). The most recent amend-
ments to that act, included in the Comprehensive Older Americans
Act Amendments of 1978 (Public Law 95-478), reauthorized the pro-
grams through fiscal year 1981. These programs serve the dual pur-
pose of combining the talents and experience of older persons with un-
met community and individual needs. Special emphasis is placed on
serving the ill, the infirm, the isolated elderly, and youth who are
emotionally, mentally, or physically disabled.

Categorical project grants are awarded by ACTION to private
nonprofit organizations, and public agencies which recruit, place, and
support volunteers. The volunteer services are, in turn, provided
through public and private nonprofit agencies and proprietary health
care facilities. The OAVP projects are locally sponsored and locally
administered with basic program decisions made at the community
or neighborhood level. Within the context of the legislation, volun-
teer activities derive from agreements among the volunteer project
staff, and the community as represented by volunteer stations, advisory
councils, and the volunteers themselves.

A. RETIRED SENIOR VOLUNTEER PROGRAM

The retired senior volunteer program (RSVP) was established in
1971 to provide persons age 60 and over with opportunities for vol.
unteer service in their own communities. The RSVP volunteers serve



more than 4 hours per week on the average, counseling other citizens
in health and nutrition, consumer concerns, crime and victimization,
banking and finance, rebate programs, legal problems, energy conser-
vation, and fixed income expenditure. These older volunteers receive
no stipend or wage but may be reimbursed for transportation up to
$1.85 per day.

The fiscal year 1980 appropriation for RSVP was $24 million to
allow expanded volunteer opportunities for approximately 17,000
older persons in 170 existing projects and to fund 22 new projects,
enabling another 7,700 older persons to serve communities.

The RSVP program received a small increase in fiscal year 1981
funding-$1.717 million. The total appropriation of $27,717.000 will
provide resources for 272,600 volunteers in 719 programs-707 con-
tinuing and 12 new.

B. FOBTER GRANDPARENTS

The foster grandparents program (FGP) used the "grandparent"
concept, a social role which can be filled only by an older person.
Foster grandparents are low-income people, age 60 and older, who
provide supportive person-to-person services to children with excep-
tional or special needs. Foster grandparents serve 20 hours per week
working with children-both in and out of institutions-who have
mental, physical, or emotional handicaps. They seek to prevent or
delay the institutionalization of children and to deinstitutionalize
children who can live in the community when a limited number of
services are provided. These grandparents receive a stipend of $2 per
hour for their volunteer activities.

The fiscal year 1980 appropriation of $46.9 million allowed 17,000
grandparents to assist over 42,000 children. The fiscal year 1981 appro-
priation of $48,400,000 will provide resources for 17,877 volunteers in
219 programs--208 continuing and 11 new. These volunteers will assist
approximately 54,000 children in all States, the District of Columbia,
Puerto Rico, and the Virgin Islands.

C.. SENIOR COMPANIONS

The senior companion program (SCP) provides the opportunity
for low-income people age 60 and older to provide personal assistance
and companionship primarily to other older adults. Senior companions
serve 20 hours per week seeking to prevent or delay the institutionalize-
tion of the chronically homebound elderly, shorten the stay of those
elderly temporarily institutionalized, and deinstitutionalize persons
who are able to live at home when some services are provided. The
volunteer companions also receive a stipend of $2 per hour for their
services.

During fiscal year 1980, 80 percent of the senior compfnions were
over 65 years of age, 46 percent were over 70, 74 percent of the volun-
teers were widowed or single, and 63 percent lived alone. Of the senior
companions, 40 percent were nonwhite. Of those served by the senior
companions, 81 percent were age 65 or older, and 50 percent were 75
years old or older. Approximately 60 percent of the clients live alone
and 81 percent lived in their own homes.

The fiscal year 1980 appropriation of $10.200,000 provided stipends
for.3,820 vwluntees in .61 prQgramn-54 c4ntinuing and 7 new pro-
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grams. The fiscal year 1981 appropriation of $12,783,000, an increase
of $2,583,000, will provide resources for 4,360 volunteers in 75 pro-
grams (62 continuing and 13 new programs).

D. NEw ACTION PROGRAMS

Reauthorization of the Domestic Volunteer Service Act at the end
of the first session of the 96th Congress (Public Law 96-143) added
two new programs to ACTION designed to benefit the elderly: fixed
income consumer counseling and helping hand.

The primary objective of the fixed income consumer counseling
(FICC) program is to provide volunteer assistance which will help
individuals and families witli limited incomes to expand and/or max-
imize the use of available resources by gaining access to entitlements,
organizing citizen responses to common problems, and facilitating co-
ordination of available consumer assistance resources. Although the
program is responsive to persons of every age and employment status
whose income is near or below the poverty guideline, the majority of
persons helped by this program are retired low-income elderly.

Project grants for this new program average $50,000 and are avail-
able to communities with a population of 50,000 and which have high
concentrations of people on fixed incomes. An average project utilizes
400 volunteers who serve a total of 80,000 hours working directly with
5,000 to 10,000 persons on fixed incomes. Multilingual services are pro-
vided through seminars, individual counseling, small group workshops,
and literature. The activities take place on an outreach basis in nurs-
ing homes, adult care centers, schools, and community centers. The
fiscal 1981 appropriation of $381,000 provides resources for 12 proj-
ect grants. A pending supplemental 1981 appropriation requests an ad-
ditional $2,589,000 to support an additional 48 project grants.

The helping hand program is part of a long-term demonstration to
test the reduction in institutionalization of citizens by providing in-
dividual supportive services using volunteers in cooperation with pro-
fessionals. The program will respond to the functional and psychologi-
cal needs of deinstitutionalized people including the emotionally,
mentally, and physically disabled. Twelve helping hand grants, aver-
aging $50,000 each, will enable State and local institutions to train
and support approximately 4,000 part-time volunteers.

E. FUTURE OF OAVP

The OAVP's authorizing legislation will expire September 30,
1981. The 97th Congress will be responsible for considering legislation
necessary to extend and amend these programs.

III. TITLE XX-SOCIAL SERVICES

Followina 6 years of a congressionallv imposed ceiling of $2.5 bil-
lion for social services under the Social Security Act, Congress passed
a 1-year-only increase in the title XX ceiling in 1978 and allowed
$2.9 billion for services in fiscal year 1979. The Social Welfare Reform
Amendments of 1979, which became law June 17, 1980 (Public Law
96-272), authorized a $200-million spending cut in the program by
reducing the ceiling to $2.7 billion for fiscal year 1980.
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Although there were cuts in social service spending in 1980, H.R.
3434 did prevent immediate cuts in State programs. Without the
authority provided in Public Law 96-272, the title XX limit for 1980
would have reverted to its permanent level of $2.5 billion. That spend-
ing level would have required sharp reductions in State social service
programs for the remainder of 1980.2

The House passed H.R. 3434 on August 2, 1979, and the Senate
passed its version on October 29, 1980. Although the bill was approved
in a Senate-House conference in April, it could not be considered for
final action until after approval of the third budget resolution for
fiscal year 1980. That resolution was cleared on June 12, allowing
the conference report on H.R. 3434 to be approved in both the House
and Senate by voice vote.

ALLOTMENT LIMITATION FISCAL YEAR 1980-FEDERAL ALLOTMENT

State Social services Child day care Total

Alabama--------- ------------------------------- $42, 642,000 $3,411,360 $46,053,360
Alaska--------------.... . --------------------------- 4,703,000 376, 240 5,079,240
Arizona.-------------..... --------------------------- 26, 533,000 2,122,640 28,655,640
Arkansas.----------.. --. ---------------------------- 24, 776,000 1,982,080 26,758,080
California-----------..... --------------------------- 253,037, 000 20, 242,960 273, 279,960
Colorado.--------------.- ------------------------- 30,266,000 2,421,280 32, 687,280
Connecticut.----------.... --------------------------- 35,917,000 2,873, 360,3

Dea eo .. -........--..--..-------------------------- 675000 53,0 8,6300District of Columbia-------------------------------- 7, 974,000 637,920 8,611,920
Florida ---------------------------------------- 97,674,000 7,813, 920 105, 487,920
Georia-------------a.. .. --------------------------- 58,336,000 4,666,880 63,002,880
Hawaii------------------------------------------- 10,343,00 827,440 11, 170,40
Idaho----------------.. . . ------------------------- 9,903,000 792,240 10,695, 2400
Illinois ------------------------------------------ 129,951,0 10,396,00 140,347,08
Indiana------------------------------------------ 61,595,0 4,927,600 66,522,60
Iowa-------------------------------------------- 33, 270, 000 2,661,600 35, 931,600
Kansas---------------------26, 880, 00 2, 150, 40 29,030, 400
Kentucky -------------------------------------- 3,962,000 3,196,960 43,158, 960
Louisiana -------------------------------------- 45,312,000 3,624,960 48,936,960
Maine ----------------------------------------- 12,53,000 1,003,040 13, 5 040
Maryland -------------------------------------- 47,831,000 3,826,480 51,657,480
Ma. achustts ----------------------------------- 66,818,000 5,345,440 72, 163,440
Michigan ..------------------------------------- 105,497, 000 8,43 760 113, 36,760
Minnesota.. ....------------------------------------- 45,936, 0 67 880 49, 10,880
Mississippi --------------------------------------- 27,608,000 2, 208,64 29,816,640
Missouri 0---------------------------------------055,482, 4, 560 59, 920560
Montana ---------------------------------------- 8,794,000 703 520 9,497,520
Nebraska 10-------------------------0------------- 18,039, 1,443,120 19,482,120
Nevada ---------------------------------------- 7,315,000 585,200 7,900, 280
New Hampshire ----------------------------------- 9,811,000 784,880 10,595,880
New Jersey ..------------------------------------ 84,696,000 6,775,680 91, 471,680
New Mexim.---------. ----------------------------- 13,752,000 1,100,160 14,852, 160
New York c .. .. ..------------------------------------ 207,135, 000 16,570,800 223,705, 800
Nortb Carolina------------------------------------- 63, 848,000 5,107,840 60,935, 840
North Dakota-------------------------------------- 7,546,00 603,680 8,149,680
Ohio ----------------------------------------- 123,654, 000 9,893, 120 133, 557,120
Oklahoma -------------------------------------- 32,485,000 2,598,800 35,03,800
Oregon 200---------------------------------------- 27,458, 2,196,640 29,654,640
Pennsylvani a ----------------------------------- 136, 191,000 10,895,280 147, 086,280
Rhode Island --------------------- 10805.0, 864,400 11,669,400
South Carolina--------------------------------------------- 3,3,0 ,5,880 35,894,880
South Dakota------------------------------------- 7,962,0 636,960 8, 598,96
Tennessee -------------------------------------- 49,680,000 3,97400 53,651,400
Texas ---------------------------------------- 148,267, 000 11,861,0 160, 360
Utah --------------------------------------- - 14,653, 000 172,240 15,825,240
Vermont oo---------------------------------------- 5,51,0 446,480 6,027,480
Virginia ---------------------------------------- 5, 341, 000 4,747,280 64,088,280
Washington ------------------------------------- 42 273,000 3, 331, 840 45,654,840
West Virginia -------------------------------------- 21, 483,000 1,718, 640 23, 201, 640
Wisconsin -------------------------------------- 53,784,000 4,302,720 58,086,720
Wyoming . . . . ..----------------------------------4--- 692, 000 375,360 5,067,360

Total. . . . . . ..---------------------------------- 2, 500,000,000 200,000,000 2,700,000.000

Charts showing State title XX allotments for fiscal years 1980 and 1981 are on a
later page.
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ALLOTMENT UIMITATION FISCAL YEAR 1981-FEDERAL ALLOTMENT

State Social services Child day are Total

Alabama ---------------------------------------- -$46 332,057 $3, 432, 004 $49, 764,061
Alaska ------------------------------------------- 4,969,797 369,614 5,359,411
Arizona------------------------------------------ 29,146,356 2,158,989 31,305,345
Arkansas----------------------------------------- 27,066,241 2,004,907 29,071, 148
California---------------------------------------- 276, 036, 044 20,447, 115 296, 483, 159
Colorado ----------------------------------------- 33,058,950 2,448,811 35,507,161
Connecticut--------------------------------------- 38,370,669 2,842,272 41, 212, 941
Delaware ----------------------------------------- 7,218,490 534,703 7,753, 193
District of Columbia--------------------------------- 8,345,218 618,10 8,963,382
Florida ------------------------------------------ 106,407,722 7,882,05 114, 269, 776
Georgia------------------------------------------ 62,948,204 4,662,829 67,611,033
Hawaii------------------------------------------- 11, 106,321 822,691 11,929,012,-
Idaho-------------------------------------------- 10, 871, 071 805, 264 11,676,335-
Illinois ------------------------------------------ 139,205,659 10,311,804 149,518,263
Indiana------------------------------------------ 66, 538,876 4,928, 806 71,467, 682
Inwn-------------------------------------------- 35, 857,199 2,656,088 38,513,287
Kansas ------------------------------------------ 29,D072, 066 2, 153,486 31, 225, 512
Kentucky ---------------------------------------- 43,310,939 3,208, 218 46, 519, 157
Louisiana----------------------------------------- 49, 105, 542 3,637,447 52,742,989
Maine ------------------------------------------- 13, 588,358 1,000D,619 14, 508,977
Maryland ---------------------------------------- 51, 297, 090 3,799,785 55, 096,875
Massachusetts ------------------------------------ 71, 481,528 5,295, 668 76, 787, 196
Michigan----------------------------------------- 113, 774, 792 8,427, 762 122, 202, 554
Minnesota ---------------------------------------- 49, 625, 570 3, 675,969 53,301,!~39
Mississippi --------------------------------------- 29, 765, 437 2,204,847 31,970,28
Missouri ----------------------------------------- 60,174,719 4,457, 386 64,632,105
Montana------------------------------------------ 9,719, 579 719,969 10,439, 548
Nebraska ---------------------------------------- 19,377,250 1,435,352 20,812,602
Nevada ------------------------------------------ 8,171,875 605,324 8,777,199
New Hampshire------------------------------------ 10,784,400 798,844 11, 583,244
Ne Jersey--------------------------------------- 590,720,198 6,720,015 97, 440, 213
New Mex.ic--------------------------------------- 15, 006,535 1,111,595 16,118,130
New York---------------------------------------- 219,749,157 16, 277, 716 236, 026, 873
North Carolina------------------------------------- 69,052,346 5,114,999 74,167,335
North Dakota-------------------------------------- 8,072, 822 597,987 8,670,809
Ohio -------------------------------------------- 133, 090, 134 9,858, 528 142, 548,662
Oklahoma ---------------------------------------- 35, 659,093 2, 641, 414 38,300, 507
Oregon ------------------------------------------ 3,260,701 2,241,535 32,502,236
Pennsylvania ------------------------------------- 145,484,145 18,776,603 156,260,748
Rhode Island-------------------------------------- 11,576,823 857,543 12,434,366
South Carolina------------------------------------- 36, 129, 595 2,676,266 38,805,861
South Dakota-------------------------------------- 8, 53324 632,839 9,176, 163
Tennessee---------------------------------------- 53,946759 3,996,056 57, 942, 815
Texas ------------------------------------------- 161,134,524 11,935,881 173, 070,415
Utah--------------------------------------------- 16, 182,790 1, 198, 725 17, 381, 515
Vermont ----------------------------------------- 6,029,853 446,656 6,476, 509
Virginia------------------------------------------ 63, 740,628 4,721, 528 68, 462, 156
Washington --------------------------------------- 46, 728, 269 3,461, 353 50, 189, 622

Wet Virginia-------------------------------------- 23,029,831 1,705,i 913 24,735,744
Winconsin ---------------------------------------- 57, 933, 644 4,291,381 62,225,025
Wyoming ----------------------------------------- 5,249,810 388.,876 5,638,686

Total ------------------------------------ 2,700,000,000 208, 000,000 2,900, 000,000

The conference agreement on H.IR. 3434 included several compli-
cated compromises between the House position, which called for in-
creased Federal spending, and the Senate position which sought to
reduce the level of spending. On one major, costly item-prants to
States for social service programs-conferees accepted. the Senate's
$200 million cut to $2.7 billion for 1980. Federal matching grants to
States were authorized at $2.7 billion, compared with the $2.9 billion
for fiscal year 1979 and the House position of $3.1 billion for 1980. The
final bill did authorize future growth bygaulyidxn th
ceiling with the Consumer Price Index (PT) for the next 6 years
as follows:

-$2.7 billion in fiscal year 1980.
-$2.9 billion in fiscal year 1981.
--$3 billion in fiscal year 1982.
-$3.1 billion in fiscal year 1983.
-$3.2 billion in fiscal year 1984; and
-$3.8 biijon in fiscal year. 1985.
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The basic title XX program of grants to States supports social
services for individuals and families. Legislated service goals include
preventing abuse and neglect of children and adults, helping individ-
uals achieve economic self-sufficiency, and preventing inappropriate
care in institutions. At least 50 percent of the Federal funds must be
used for services to public assistance recipients while the remaining
funds may be used for other low-income individuals. Services most
frequently offered through title XX State plans include day care,
homemaker, counseling, and protective services.

TRAINING

Public Law 96-272 also placed a limitation on Federal matching
funds for training and mandated a formula for allocating such limita-
tion. This limitation on training funds was in response to a congres-
aional perception that title XX training expenditures were increasing
too rapidly since these training funds were open-ended. For fiscal year
1980, the formula for Federal matching funds, as published on
August 27, 1980 (vol. 45, Federal Register, p. 57175) is limited to the
highest of :

-Four percent of the State's allotment for title XX social services.
-The actual amount of Federal matching for the amounts spent by

the States for training in fiscal year 1979; and
-The amount payable to the State with respect to State appropria-

tions made prior to October 1, 1979, for fiscal year 1980, limited to
$6 million distributed proportionally among affected States.

On the basis of the formula alone, the maximum entitlement for per-
sonnel training or retraining would be $143,381,730. However, the sup-
plemental appropriations bill for fiscal year 1980 limited the funding
to $75 million. The Federal allotment for training to each of the 50
States and the District of Columbia was reduced proportionally as
follows:
State: Anotment

Alabama -------------------------------------------------- $96, 582
Alaska --------------------------------------------------- 109,101
Arizona --------------------------------------------------- 1,077,004
Arkansas ------------------------------------------------- 1,400,985
California -------------------------------------------------- 6, 147, 747
Colorado ------------------------------------------------- 683,921
Connecticut ---------------------------------- 5,955.672
Delaware ----------------------------------------------- 151,965
District of Columbia.-------------------------------------- 234,438
Florida -------------------------------------------------- 2,207. 142
Georgia ----------------------------------------------- 1, 443, 981
Hawaii ------------------------------------------------ 238 721
Idaho ------------------------------------------------- 228, 779
Illinois __------------------------------------------------- 2,936,505
Indiana --------------------------------------------------- 1,891, 864
Iowa ---------------------------------------------------- 751, 808
Kansas ---------------------------------------------- 607, 408
Kentucky ------------------------------------------------ 1, 484, 294
Louisiana ------------------------------------------------- 1,880, 088
Maine ---------------------------------------------------- 680,229
Maryland ------------------------------------------------- 1,080,838
Massachusetts ---------------------------------------- 148. 729
Michigan ------------------------------------------------- 2, 8, 918



State: Allotment
Minnesota --- _-_-_-_-_---_-_-_-_-_-_-_-_-_---------------- 1,038,017Mississippi ------------------------------------------------- 705,612
Missouri ------ _-_-_-_-_-_-_-_------------------------ - 1,253, 728
Montana -------------- __-__-_-______ ----------- 616,368
Nebraska ------------_ ---_-_ -- __- _ --------------- 407,628Nevada ---------------------------------------------------- 169 775New Hampshire ---------------------------------------- 221, 699New Jersey ------------------------------------------ 1,913, 877New Mexico ------------------------------------------- 593,974
New York ------------------------------------------- 7,915, 891North Carolina-- ------------------------------------ 2,162,524
North Dakota ------------------------------------------ 280,125Ohio ---------------------------------------------------- 2,794,488
Oklahoma -------------------------------------------------- 754,584Oregon ---------------------------------------------------- 620,409
Pennsylvania _----------------------------------------- 3,990,130
Rhode Island ------------------------------------------ 439,956
South Carolina--------------------------------------------- 751,034
South Dakota ------------------------------------------ 179,917Tennessee ------------------------------------------- 1,122,620
Texas ----------------------------------------------------- 4, 724,244
Utah ------------------------------------------------------ 635,448
Vermont --------- _-- _-- ______-------------------- 403,237Virginia --------------------------------------------- 1,547,102
Washington ------------------------------------------ 1, 235, 407West Virginia ---------------------------------------- 1,244,308
Wisconsin ------------------------------------------- 1,414,640
Wyoming -------------------------------------------------- 284,584

Total -- _ _ __ _ __-------------------------------------------- 75,000,000
The passage of H.R. 3434, which necessitated the new reimbursement

formula, set limits on Federal matching payments for State training
of social service workers for fiscal years 1980 and 1981, required that
Federal matching funds be allowed only for State training programs
that have been approved by the Department of Health and Human
Services (HIS).

IV. TRANSPORTATION-UMTA

A. AccEssmnrry ssE REKINrD

Debate over making mainline bus and rail systems accessible was
rekindled in 1980, as Congress considered amendments to give local
transit systems the option of establishing specialized transportation
services to meet the needs of the handicapped.

Separate measures approved by the House and Senate would have
authorized transit authorities to submit a plan to the U.S. Depart-
ment of Transportation for meeting the needs of the handicapped
through specialized transportation services (such as vans and mini-
buses).3 If a plan met guidelines outlined in the amendments and wasapproved by the Secretary, the transit authority would be deemed in
compliance with Federal accessibility requirements, including section
504 of the Rehabilitation Act of 1973.

a The House Public Works and Transportation Committee adopted a local optionamendment offered by Representative James Cleveland to H.R. 6417 on May 14 (H. Rept96-963). When considered by the full House, the local option provision was modifledbefore the bill passed the House on December 4. The Senate's local option provision wasadopted as an amendment to 8. 2720. Offered by Senator Edward zorinsky, it wasapproved by the Senate on June 25.



In the final days of the 96th Congress, a compromise local option
provision which reconciled differences between the House and Senate
measures died as Congress adjourned before the Senate voted on the
compromise.

B. APPRopzATIoNs LEGISLATION

An amendment addressing the accessibility issue was, however, in-
serted into the 1981 transportation appropriations measure (H.R.
7831).

Before reporting H.R. 7831, the Senate Committee on Appropria-
tions adopted an amendment prohibiting the Department of Trans-
portation from using any of its funds to' compel local transit authori-
ties to purchase wheelchair lifts to comply with section 504 of the
Rehabilitation Act of 1973." The amended legislation was reported
on September 9.

When the bill was considered by the full Senate on September 18,
Senator Robert Dole of Kansas offered an amendment to stipulate that
funds could be used to compel transit authorities to purchase wheel-
chair lifts under the following circumstances:

(1) To the extent required under the Senate version of the afore-
mentioned local option amendment, and

(2) Where transit authorities have elected to purchase lifts.
The provision was retained in the bill that passed Congress, and was

signed into law (Public Law 96-400).
Subsequent to the bill's passage. Secretary of the U.S. Department

of Transportation Neil Goldschmidt, asked his General Counsel for
an opinion on the amendment's implications. The resulting opinion,
transmitted on October 27, 1980, clarified the Department's position
on the amendments as follows:

... The Department is authorized to use funds under the
1981 Appropriations Act to plan and execute programs to
compel the purchase of lifts in accordance with the Depart-
ment's 504 regulation until a recipient has submitted and the
Secretary has approved an alternative transportation pro-
gram meeting the requirements of the Zorinsky amendment
(Senate version of the local option amendment). At that
point, the Department would only be authorized to use ap-
propriated funds to compel lifts at the levels provided for in
a recipient's approved program. It should be noted, however,
that even if the Department approved a recipient's alterna-
tive program under the Zorinsky amendment, the recipient
would face the risk of a court challenge to any purchases of
inaccessible buses. Such a challenge would be based on the
argument that section 324 was only intended to limit the ex-
penditure of funds by the Department and did not overturn
the Department's 504 regulation.



Chapter 7

HOUSING

CHAPTER HIGHLIGHTS

The cost of owning and maintaining a household continued to climb
during 1980. The Consumer Price Index rose approximately 13.5 per-
cent with energy and housing prices posting the greatest increases.
Energy prices alone rose 31 percent and housing prices rose 15.7
percent.'

Such increases continued to place a significant burden on the elderly
to maintain homes and locate alternative housing.

Construction and land costs continued to plague the development of
Federal housing programs. Sponsors and developers were faced with
cutting back in the design of projects to meet the escalating costs of
land and materials.

Although the Congress passed the Housing and Community De-
velopment Amendments of 1980 (Public Law 96-399), these amend-
ments did little to change or expand, the existing array of housing and
subsidy programs. The talk of "housing block grants" by the new
administration guarantee a comprehensive scrutiny, at the least, of the
housing programs by the 97th Congress.

I. FEDERAL HOUSING PROGRAMS FOR THE ELDERLY
Federal housing programs for the elderly under the Department of

Housing and Urban Development (HUD) were afflicted with the
problems that all housing programs, public as well as private, experi-
enced during 1980: How to finance, construct, and maintain decent and
affordable housing for the low income when faced with today's inflated
housing costs. Climbing interest rates put strains on sponsors and con-
tinually rising costs placed unprecedented demands on rent subsidy
programs such as section 8. The declining availability of rental units
in many communities put pressure on everyone, including sponsors,
develoners, and residents.

As elderly residents continued to seek decent and affordable housing
alternatives, demands on Federal housing programs grew. Waiting
lists for section 202 projects and congregate housing gave evidence to
this demand. More and more elderly occupied units in all forms of
public housing as shown by the following HUD listing of housing
programs.

2 U.S. Dfpartment of Labor, Bureau of Labor Statistics.
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A. SECTION 202 HousING

Section 202 of the Housing Act provides for direct, low-interest con-
struction and permanent financing loans for the development of hous-
mg projects especially designed for the elderly and handicapped. By
law, sponsors are required to be nonprofit organizations and associa-
tions and have included religious institutions, union groups, commu-
nity-based organizations, cooperatives, and fraternal organizations.

By the end of fiscal year 1980, HUD reported that 734 projects with
approximately 69,000 units were approved under the 202 program,
since the program's renewal in 1974. Of these projects, approximately
247 were completed with occupants in about 26,200 units.

A gross loan limitation level of $830 million was approved by the
Congress for the 202 program in fiscal year 1980. HUD estimated that
this amount would support approximately 18,000 units of housing.
Earlier projections had shown $830 million to support approximately
20,000 units in 1980, but inflation and soaring costs decreased this
estimate during the year.

During consideration of the budget and appropriations for fiscal
year 1981, Senator Lawton Chiles offered motions to increase the gross
loan limitation to $880 million which, according to Congressional
Budget Office (CBO) projections, would be necessary to at least hold
the number of units at the 1980 level. In a letter to the chairman of
the Appropriations Committee's Subcommittee on Banking, Housing,
and Urban Affairs, Senator Chiles described the section 202 program
"as a tremendously successful program that is free of the high costs
and management problems of other Federal housing programs." 2

The Senate Appropriations Committee approved the $50-million
increase in the Senate's fiscal year 1981 HUD appropriation bill (H.R.
7631). However, the House bill contained only $830 million and the
Senate and House conferees agreed to split the difference leaving the
total section 202 program with a loan limitation level of $855 million
for fiscal year 1981 (Public Law 96-526). This increase was almost
entirely negated by HUD when it carried out a congressionally man-
dated 2 percent cut in the overall HtUD budget. The targets of the
2-percent cuts were left to the discretion of the Secretary who, along
with OMB. decided upon a $24-million cut in the 202 program for fis-
cal year 1981.

The 202 program's loan limitation for fiscal year 1981 was thus left
at approximately the 1980 level which could mean a substantial reduc-
tion in the number of units for the section 202 program.

B. PUBLIC HOUSING

The conventional public housing program under the Housing Act
supports the greatest number of federally funded housing units. El-
derly residents are eligible for units in most public housing units and
some projects are especially designed for their occupancy.

According to HUD, there are approximately 1 million units of
public housing in the United States of which 44 percent are occupied

2 Letter to Senator William Proxmire, chairman of Subcommittee on Banking. Housing,
and Urban Affairs, Senate Appropriations Committee, from Senator Lawton Chiles, chair-
man, Senate Committee on Aging, Aug. 18, 1980.



by an elderly person (age 62 and over). During 1980, 15,200 units of
public housing were completed for occupancy and 5,200 were filled by
elderly residents.

Public housing has experienced serious problems over the past few
years. Reservations have decreased significantly due to problems with
receiving sufficient operating subsidies to cover the program, a prefer-
ence for section 8 subsidies, and difficulties in locating acceptable sites
due to increasing land costs and rejection by communities.

One particular obstacle for low-income elderly in obtaining public
housing units was removed by the 1980 amendments to the Housing
and Community Development Act (Public Law 96-399). This obstacle
previously had been a requirement that public housing have a mixture
of incomes among the residents. As described in the following section
of this chapter, this "tenant selection criteria" had resulted in low-
income elderly being denied a unit in deference to a moderate-income
person so that the project could meet its income mixture requirement.
Under the new law, the Secretary of HUD can waive this criteria for
public housing projects especially designed for the elderly.

C. SECrlON 8 RENT SUBSmlS

Since 1974, section 8 of the Housing Act has provided for rent sub-
sidies on behalf of residents of public housing as well as private
projects. Assistance can be provided for units in existing housing, new
construction or for rehabilitated units. The resident pays 15 to 25 per-
cent of his or her income for rent and HUD pays the owner the differ-
ence between the resident's payment and contract rent.

Those residents eligible for assistance under section 8 must have
incomes below 80 percent of the median income in their area. In the
Senate's version of the Housing and Community Developments
Amendments of 1980 (S. 2719), the income eligibility level was de-
creased to 65 percent of median income. This change was deleted by
the House and Senate conferees in the final bill (Public Law 96-399).
It is expected that efforts to reduce the eligibility level to as low as 50
percent will be attempted in the 97th Congress.

According to HUD, 212,000 units of section 8 were reserved in 1980.
Of these units, approximately 34 percent (or 73,000) were occupied by
elderly persons. D. SECON 515

Section 515 of the Housing Act authorizes the Farmers Home Ad-
ministration (FmHA) to provide low-interest loans to sponsors of
rental projects in rural areas. FmHA has at agreement with HUD
which assures that 10,000 units of 515 housing will receive section 8
assistance for each year. In addition, FmHA has a separate rental
assistance program which provides rent subsidies to eligible tenants.

Since its beginning in 1970, section 515 has supported approximately
224,000 units of which 40,000 were initiated in 1980. Estimates of the
National Rural Housing Coalition show that about 50 percent of the
224,000 units are occupied by elderly persons. Elderly and handi-
capped persons are required to receive priority under the 515 program.
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E. CONGREGATE SERVICES.

In 1978, the Congress created the congregate housing services pro-
gram (CHSP) as a part of the Housing and Community Develop-
ment Amendments of 1978 (Public Law 95-557). Under this pro-
gram, HUD is authorized to make grants to public housing projects
and section-202 projects to assist the projects in providing "supportive
services" to the more frail elderly and handicapped residents. The law
mandates that supportive services must include "full. meal service"
and may include "housekeeping aid, personal assistance, and other
services essential for maintaining independent living."

Housing projects are required by law to coordinate services under
CHSP with the local area agency on aging and guarantee that no
services provided to eligible residents are duplicative of services al-

.ready accessible to the participants. Former Secretary of HUD, Moon
Landrieu, described the programs as a "cost effective means of en-
abling handicapped or temporarily disabled, elderly individuals to
remain in their own homes. It is an alternative to costly and unneces-
sary institutionalization that at the same time maintains the dignity
of the individual." 3

During 1980, HUD made the second round of awards under the
congregate services program. However, only $6 million of the $10
million 1980 appropriation was obligated to existing projects. The re-
maining 1980 funds, which were intended for new construction, were
still not obligated by the first of 1981. The holdup appeared to be tied
to the administration's decision in the 1982 budget request to rescind
the 1981 budget for congregate housing services.

The $6 million awards went to housing projects across the country
to develop congregate services programs. Those projects included:
Project:

G o ld e n A g e V illa g e - - - - - - -
Posada de Colores -- - - - - - - - - - - -
Cathedral Plaza- -- -
Oakville Home for the Independent Living
Federation Towers-
Martin Fine Villas---------------------
The Protectory- --
Ravoux Plaza-.-- -
Kingsbury Terrace-
Bell House- - - - - - - -
Aster Dowdy Towers-
New Horizon Manor-
Elderly Care Center--
Channelwood II
Pioneer Plaza-- - - - - - - - -
Opportunities Housing for the Elderly
Redbird-War Eagle Elderly--
Small Group Home- - --...

Location
Monterey Park, Calif.
Oakland, Calif.
Denver, Colo.
Hartford, Conn.
Miami Beach, Fla.
Miami, Fla.
Lawrence, Mass.
St. Paul, Minn.
St. Louis, Mo.
Greensboro, N.C.
Ilikh Point, N.C.
Fargo, N. Dak.
Laguna, N. Mex.
Akron, Ohio
Tulsa, Okla.
Philadelphia, Pa.
Wagner, S. Dak.
Oshkosh, Wig.

a News release, U.S. Department of Housing and Urban Affairs, Office of Public Affairs,Sept. 25, 1980.

73-264 0 - 81 - 14



II. HOUSING AND COMMUNITY DEVELOPMENT
AMENDMENTS OF 1980

The Housing and Community Development Amendments of 1980
(Public Law 96-399) contributed little to the expansion or change of
Federal housing programs. Major changes were proposed-such as
the establishment of a new moderate-income program and the lowering
of the income eligibility level for section 8 rent subsidies-but were
eventually contested, defeated, and struck from the final bill approved
by the Congress.

Several changes in the 1980 amendments do contain provisions which
directly affect the elderly resident. These changes are described in the
following pages.

A. CHANGE IN THE TENANT SECTION CRrrERIA

Public Law 96-399 amends the Housing Act's tenant selection
criteria which requires that public housing projects have an income
mixture of residents. The new language gives the Secretary of HUD
authority to waive this requirement for projects especially designed
for the elderly in order to avoid rejection of low-income elderly as
tenants. Senator David Durenberger, sponsor of the amendment, ex-
plained the rationale behind his amendment:

There are long lists of low-income elderly waiting to get
into the projects. But in order to qualify under the mix provi-
sions of the law, these projects must provide housing to the
elderly nonpoor in order to accommodate the low-income or
elderly poor.'

B. PREPAYMENT OF SEcTIoNs 514 AND 515 LOANS

The new law contains a provision which repeals the Housing Act's
restrictions on the prepayment of loans under the sections 514 and
515 rural housing programs. The result of allowing prepayments,
prospectively as well as retroactively, permits owners of 514 and 515
projects to sell property whose units were intended as housing for low-
and moderate-income persons.

During debate on this issue, concern was expressed that the dis-
placed elderly tenants of such units could encounter severe hardships
when faced with locating alternative housing. In a letter to the con-
ferees for the Housing and Community Development Amendments of
1980, Senator Lawton Chiles and Representatives Claude Pepper and
Edward Roybal expi assed their concern:

- this provision prevails in conference, we urge that rea-
sonable provisions be contained in the law which assure that
in those projects whose loans are prepaid, the elderly tenants
are not deprived of their units or at least are assured of alter-
native housing in the area. In many rural communities across
the country, reasonably priced rental units are scarce and

'Du7 ger, David. Amendment to the Housing Act of 1974. Remarks in the Senate.
Congressional Record.*vol. 128, June 21. 1980, p. 7720.



the sections 514 and 515 programs have been a successful
source for decent and affordable housing for many elderly.
Recognizing that this was the precise intent of the law, we
would hope that the capability of providing for low- and
moderate-income elderly will not be thwarted.5

In response to such concern, the conferees agreed to allow prepay-
ments but with the following qualifications:

(1) If any loan which was made or insured under section,
514 or 515 pursuant to a contract entered into before Decem-
ber 21, 1979, is prepaid or refinanced on or after the date of
enactment of the Housing and Community Development Act
of 1980, and tenants of such housing and related facilities
financed with such loans are displaced due to a change in the
use of the housing, or to an increase in rental or other charges,
as a result of such prepayment or refinancing, the Secretary
shall provide such tenants a priority for relocation in alterna-
tive housing assisted pursuant to this title.

(2) The Secretary of Agriculture shall conduct a study of,
and report to the Congress not later than 6 months after the
date of enactment, any adverse effects the amendments made
by subsection (a) may have on housing, particularly for the
elderly and persons of low income.6

C. SECTION 312 REHABILITATION FOR CONGREGATE HOUSING AND SRO's

The 1980 amendments expand the section 312 rehabilitation pro-
gram's maximum loan amounts for residential property to include
congregate housing facilities in which all units do not contain kitchen
facilities but have a central dining area and facilities in which all units
do not contain bathrooms or kitchens, commonly referred to as "single-
room-occupancies or SRO's." These facilities which often house elderly
persons are therefore eligible for rehabilitation and improvement loans
under the section 312 program at a rate of $25,000 per unit in congre-
gate housing and $15,000 per unit in SRO's.

D. MINIMAL PROTECTION FOR CONDOMINIUM DwEILEmS

What was originally intended to protect tenants whose dwellings
were faced with conversion to condominiums and cooperatives and
protect condominium and cooperative owners from unconscionable
recreational leases was watered down to very minimum protection by
the conferees on the Housing and Community Development Amend-
ments of 1980 (Public Law 96-399).

The original legislation, introduced in the Senate by Senators Dick
Stone and Lawton Chiles (S. 612), and later incorporated into Senator
Williams' housing reauthorization bill (5. 2719), provided for a
greater degree of protection, especially for tenants whose dwellings

Letter to conferees on the Housing and. Community Development Amendments of 1980(S. 2719) from Senator Lawton Chiles, chairinan of. the Senate Committee on Aging, Rep-resentative Claude Pepper, chairman of the House Committee on Aging, and RepresentativeEdward Roybal, chairman of .the Subcommittee on Housing and Consumer Interests, HouseCommittee on Aging, Sept. 12, 1980.
$ &etion i14 of Public L aw 6--80.
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face conversion. The Senate bill had provided for specific time and
condition responsibilities for developers about notifying tenants
whereas the conference version of the legislation merely calls for
"adequate notice."

Other provisions contained in the new title VI (Condominium and
Cooperative Conversion Protection and Abuse Relief) are described
below:

-The new title requires that developers provide adequate notice
to tenants and give them the first opportunity to buy the unit in
the converted building. However, the conferees point out "that
the Congress believes it is the responsibility of State and local
governments to provide for such notice and opportunity to pur-
chase in a prompt manner ... the Congress has decided not to in-
tervene, and therefore leaves this responsibility to the State and
local governments to be carried out." 7

-The conferees express the intent of Congress that lending by fed-
erally supported institutions for the purpose of converting rental
dwellings into condominiums or cooperatives should be dis-
couraged when "there are adverse impacts on the housing oppor-
tunities of the low- and moderate-income and the elderly and
handicapped individuals involved."8

-The new law provides judicial remedy for owners of condomini-
ums and cooperatives who are affected by long-term leasing
arrangements for recreational facilities. However, such action
can only be brought when there is a vote of agreement by two-
thirds of the owners association. To seek alleviation, the owners
must prove that leases are unconscionable. According to the law,
an unconscionable lease is one with all of the following char-
acteristics:

(1) It was made in connection with a cooperative or condo-
minium project.

(2) It was entered into while the cooperative or condominium
owners' association was controlled by the developer either through
special developer control or because the developer held a majority
of the votes in the owners' association.

(3) It is for a period of more than 21 years or is for a period
of less than 21 years but contains automatic renewal provisions
for a period of more than 21 years.

(4) It contains an automatic rent increase clause; and
(5) It was entered into prior to June 4, 1975.

-Title VI provides for termination of "self-dealing" contracts
which have been entered into after the effective date of the title.
A self-dealing contract is one which relates to operation, main-
tenance, or management of a conversion project or of any prop-
erty serving the owners in such project. Termination of such con-
tracts may occur at any time without penalty within a 2-year
period beginning on the date on which special developer control
is terminated or the developer owns 25 percent or less of the units
in the converted project, whichever comes first.

T U.S. Congress. Senate Committee on Banking, Housing, and Urban Affairs and House
committee on Banking, Finance and Urban Affairs, "Conference Report (to accompany
H.R. 2719) " report No. 96-1420, Sept. 26, 1980, p. 167.

* Ibid., p. 163.



The full impact of "condominium conversion" on the elderly tenants
is still cloudy. Some argue that conversion has contributed significantly
to the decline in rental units for the elderly. The Department of Hous-
ing and Urban Development in a congressionally mandated report on
conversion states:

It has been reported that elderly persons are more likely
than others to feel the pressure of conversion and to be anx-
ious about the prospects of relocation or about having to make
a substantial investment in purchasing their unit. Some have
suggested that elderly tenants who ultimately purchase their
units are "distressed purchasers," who buy because they have
no other choice. There is some support for these contentions,
but it appears as if not wanting to move is a more persuasive
explanation than the unavailability of alternative housing
or the pressures and anxieties associated with purchasing.9

Whatever the extent of the effects of conversion, it is expected that
the 97th Congress will have to address the issue more extensively than
did the 96th Congress.

III. INVESTIGATION OF FEDERALLY FUNDED HOME
REHABILITATION PROGRAMS FOR THE ELDERLY IN
NEW MEXICO

Continuing its efforts to monitor the effectiveness of federally
funded projects which directly impact upon the health and welfare
of senior citizens, the U.S. Senate Special Committee of Aging held
hearings in Santa Fe, N. Mex., and Washington, D.C., to take testi-
mony and examine charges of fundamental abuses in home rehabilita-
tion programs for the elderly.

The investigation was requested by New Mexico Senator Pete V.
Domenici, after complaints from elderly citizens first surfaced at
an earlier hearing on April 11, 1980. At that time senior citizens from
rural communities of San Miguel, Mora, and Rio Arriba Counties met
with Senator Domenici to discuss the "Rural Elderly-the Isolated
Population: A Look at Services in the 80's." Federal programs
initially reviewed included weatherization, energy assistance, and
housing rehabilitation. Because of the magnitude of dissatisfaction in
the overall effectiveness and ultimate performance of these programs
expressed by many rural elderly, Senator Domenici asked for and
received permission to proceed with a preliminary investigation to
determine the extent of these complaints.

The committee secured the services of an investigator, Dr. Martin
La Vor, who submitted an initial investigative report on June 27,
which documented the following abuses:

-Federal funds utilized to improve the home. and lives of poor
and elderly rural New Mexicans have been committed but have
not in many cases reached the targeted population.

-Work which actually has been started is of poor quality and gen-
erally incomplete.

.U.S. Department of Housing and Urban Development. Office of Policy Development andResearch. "The Conversion of Rental Housing to-Condominiums and Cooperatives: A Studyof Scope, Causes, and Impacts." Washington, D.C., June 1980, p. IX-8.



-There is evidence of "nepotism" involved in the awarding of
grants, distribution of funds, and selection of contractors.

-Farmers Home Administration (FmHA) and Community Serv-
ices Administration (OSA) guidelines and procedures for award-
ing grants-are "so loose," they appear to be designed for misuse.

-Official records and reports were incomplete and many times
unavailable.

Acting on the investigator's findings, the full committee voted
8-0, to authorize subpenas and pursue the investigation. The
scope of the probe was expanded to include all federally funded pro-
grams in New Mexico actively involved in assisting the elderly to
rehabilitate their homes.

Conducting the October 8 hearings in Santa Fe were Chairman
Lawton Chiles, and Senators John Melcher and Pete Domenici. Wit-
nesses included elderly recipients of housing rehabilitation grants,
contractors, and State and local program administrators from the
FmHA.

The second investigative report dated October 8, revealed the fol-
lowing inconsistencies in administering FmHA programs:

-FmHA officials continually referred to funding under section 504
as "so small-only $24 million-that it falls through the cracks."

-Department of Agriculture spokesmen acknowledged that the In-
spector General, "rarely evaluates" section 504 programs sepa-
rately; in point of fact-only three audits for all section 504
programs in the entire United States have been undertaken dur-
ing the last 3 years.

-Onsite inspection of rehabilitated homes are rarely undertaken
by FmHA personnel. Case files are merely "spot checked," to
determine if Federal funds are spent properly.

-FmHA rules and guidelines were neither enforced nor followed in
many cases, and in some, the actual guidelines were not known or
understood by officials employed to enforce them.

-Federal funds were disbursed to contractors and their work certi-
fied as "complete, family happy," even though onsite inspections
by Aging Committee investigators refuted these contentions.

-FmHA officials admitted to personal intervention on behalf of
"friendly" contractors who were in actuality family members of
FmHA employees.

-Shoddy workmanship, inferior materials, unqualified contractors
were the rule not the exception.

-Programs funded by different agencies and authorized by different
laws appear to be used for the same purposes.

-Funds provided by one program were used to "correct or redo"
work already completed by another agency.

Commenting on information on abuses uncovered by the investiga-
tion and hearings, Senator Domenici offered this statement:

These examples of abuse and improper administration of
home rehabilitation programs are but a few of many exposed
by our investigations. They vividly illustrate the frustrating
barriers which have been erected between the elderly and



agencies of the Federal Government mandated to assist the
poor, the handicapped, and the aged.

Money alone is not enough. We must have individuals ad-
ministering these programs who care for hupan dignity. We
must have prog rams which work.

It is incumbent upon the Congress and the appropriate
departments of the Federal Government to reevaluate pro-
cedures governing section 504 and take immediate corrective
action.'0

The second investigative report contained a series of proposed rec.
ommendations for the Special Committee on Aging and the various
agencies involved to consider. These options included:

-A complete review by the General Accounting Of)ice (GAO) of all
housing rehabilitation programs serving the elderly. The GAO
would explore the need to consolidate the maze of separate author-
izations into a more coherent service delivery mechanism. The find-
ings of the GAO study would be shared with appropriate author-
izing committees of Congress.

-Expedite inve8tigative procedures. Inspectors General for the
Departments of Agriculture, Housing and Urban Development,
Health and Human Services, Energy, and the Community Serv-
ices Administration, should develop streamlined methods to insure
that any evidence of criminal activity uncovered through
audits are promptly investigated and referred to the U.S. attor-
ney for prosecution.

-Bridge gap between audit and investigation. There is an obvious
gap between an agency's audit division which corrects systematic
deficiencies and its investigative division charged with prosecuting
criminal conduct. Some problems go uncorrected because they fall
into the middle ground between the two. Congress should enact
legislation to eliminate this gap and strengthen project account-
ability.

-Joint Inspector General audits on a statewide basis. To detect
duplication of Drojects and possible double payments for the
same work. coordinated audits on a statewide basis by the various
funding agencies is absolutely essential. Coordination with State
auditors-where States have similar programs-should be
mandatory.

-Coordination of vulnerability assets. If not already implemented,
Inspectors General should coordinate the risk analysis for pro-
grams or vulnerability assessments. This will affora the oppor-
tunity of eliminating duplicate projects and duplicate payments
for the same work under similar programs.

-Increase audit team effectivenems. It is imperative that elderly
recipients of benefits trust officials with whom they lodge com-
plaints. Without this trust, disclosure of program deficiencies and
abuse is not possible. Many times the only person at home is an
elderly woman. Audit teams should include women. Also, in some

oSpecial Committee on Aging hearing, Santa Pe, N. 3fex., Oct. 8, 1980.



areas of the country, minority representation on audit teams is
necessary.

-Mandatory onsite inspection. Any program audit must include
onsite inspections of actual work performed together with a review
of documents and files.

-Selective prosecution. Prosecution of documented cases involving
fraud is necessary to establish the integrity of federally funded
projects within section 504. Individuals who attempt to receive
Government moneys while continuing to do shoddy work must be
put on notice that failure to meet specific contractural obligations
will not be tolerated.

Senator Domenici concluded the October 8 hearings of the committee
with this assessment of Government-funded home rehabilitation
programs:

After participating in these hearings and interviewing
many officials in responsible Government positions as well as
receiving reports from others not directly involved, one must
conclude that our findings in New Mexico are not unique to
this State. There is a very real and distinct possibility that
similar problems can be found in home rehabilitation projects
in other States.

My conclusion finds support in the extensive reviews
completed on a national basis with respect to the HUD
rehabilitation programs which are quite similar in many
respects to the 504 program.

A summary of HUD survey entitled, "Special Operations
Survey Community Development Block Grant Rehabilitation
Activities," indicates many of the same problems identified in
our New Mexico investigation exist nationwide in similar
programs administered by HUD.

Following the October 8 hearings, Senator Domenici asked officials
of the Farmers Home Administration office in Washington, D.C., to
meet with Aging Committee staff members to discuss the ramifications
of sworn testimony previously received and review the procedures
FmHA intended to take to insure that:

(a) Problems focused on in New Mexico do not exist elsewhere in
the program.

(b) These problems will not occur elsewhere.
(c) Corrective action by FmHA to properly repair those homes

which received incomplete or shoddy work.
Several weeks later Gordon Cavanaugh, Administrator of FmHA

responded by letter to Senator Domenici's requests.
Administrator Cavanaugh outlined immediate steps to prevent fur-

ther abuses. These modifications in FmHA procedures included:
-Assignment of another county supervisor to the office where the

problem situation existed.
-An administrative notice sent all offices alerting staffs to the types

of problems discovered, together with guidelines on ways to pre-
vent future problems.

-Thorough audits of all FmHA section 504 grants programs by
the Inspector General's office.
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-Scheduling of an early -1981 training session by the FmHA
- national office for personnel administering section 504 programs.
Commenting on the question of necessary corrective action by

FmHA to properly repair homes which received initially incomplete
or shoddy work, the Administrator concluded:

The FmHA has no legal basis to provide assistance to
persons whose homes were not properly repaired unless the
amount of the 504 grant originally provided was less than
the $5,000 legal maximum or the family could not qualify for
a 504 loan at 1 percent interest. Total grant assistance can-
not exceed $5,000 and total loan or combination loan and
grant cannot be more than $7,500.

Senator Domenici characterized the FmHA response -as ."inade-
quate, a useless exercise." 'The Senator further stated:

I have to tell you that even though this is not a big pro-
gram . . . I am concerned because a number of my con-
stituents have had their expectations dashed by what I
consider to be poor management at the local level by those
who administer your (FmHA) program.

When a private citizen is clearly hurt by the actions or
inactions of a Federal agency ... then I think these people
have a right to expect a redress of their grievances. To date,
I regret to say, Farmers Home has seemed strangely impotent
in its efforts to locate resource needed to repair these homes."

Because of FmHA's inaction Senator Domenici requested a second
hearing. Called to testify in Washington, D.C., December 19, were:
Hon. Thomas F. McBride, Inspector General of the Department of
Agriculture i Hon. Gordon Cavanaugh, Administrator, Farmers
Home Administration; Hon. Alex Mecure, Assistant Secretary for
Rural Development, Department of Agriculture.

Senator Domenici convened the hearing with these words:
The purpose of this hearing is to attempt to get some real

answers from you gentlemen at the highest level.
I am still not sure that you all understand and feel what we,

who have seen these houses and have viewed this episode, feel.
I thought you should come here and answer some questions

and maybe we can once and for all put this behind us.
Under questioning by Senator Domenici,. Agriculture officials

acknowledged:
-Corrective action should have been taken when information of

504 program abuses is received. In matter of fact some 8 months
expired before any criminal investigation was instituted.

-When an investigation reveals a disciplinary problem, there is
a "semiparalysis" in the decision process because the Department
of Agrculture will not take any action while charges are
"pending."

-FmHA management and support staff have a serious "competency
problem."

n Special Commttee on Aging hearing, Washington, D.C., Dec. 19, 1980.



-Department of Agriculture regulations and procedures were not
followed by their own employees.

-There is no consistent monitoring of 504 projects.'
-The 20 or more families whose homes are still not livable are "out

in the cold." Department of Agriculture has no authority to make
reparations. Current legislation does not permit indemnification
for faulty construction.

-Bonding and State licensing of 504 prime contractors has not
been required.

-There has been a breakdown in procedures protecting elderly
grant recipients against fraud and forgery.

-There are not enough qualified FmHA building inspectors or
onsite progress inspections to meet mninimum New Mexico State
requirements.

After listening to and questioning Department of Agriculture
officials, Senator Domenici offered these observations:

I don't want to abuse the hearing process. There is no way
I want to have hearings on hearings on hearings on this issue.
I have gone as high as I intend to go in the Department of
Agriculture. I can say that if we don't find a way to at least
offer some help, I clearly intend to take it out of some other
program of the Department of Agriculture. I am going to
do it.

I am going to get money appropriated to help these poor
people get at least some of what we have already paid for. It
just seems to me that we are dancing all around this issue.
We have to find a way to solve their problems.

We hope we have solved the FmHA management problem.
I am not sure we have, but at least we have pointed it up for
you.

Senator Domenici concluded the last phase of his investigation with
several suggestions for immediate attention and implementation by
the Department of Agriculture and FmHA officials:

(1) A national audit of all 504 programs to be completed by April
1981.

(2) An early warning monitoring system of 504 projects to detect
deficiencies before they are incorrectable.

(3) Use of State building inspectors to supplement FmHA
personnel.

(4) A study of bonding and licensing procedures for prime 504
contractors.

(5) Preparation of a legal brief by the Department of Agriculture
General Counsel to determine if 504 grant recipients who were de-
frauded have any legal redress.



Chapter 8

CONSUMER ISSUES
CHAPTER HIGHLIGHTS

Legislation to set minimum standards for medi-gap insurance poli-
cies sold to the elderly was signed into law, and the Department of
Health and Human Services issued proposed regulations for a pro-
gram of voluntary certification of medi-gap insurance policies. Re-
authorization of the Federal Trade Commission reflected the views
of some in Congress that the Commission had become too activist in
recent years. Legislation to phase out ceilings on interest rates was
also passed. It is anticipated many elderly with small savings ac-
counts will realize much higher interest rates as a result.

I. MEDI-GAP INSURANCE PROTECTIONS BECOME LAW

On June 9, 1980, the President signed into law the Social Security
Disability Amendments of 1980 (Public Law 96-265), which include
provisions to establish a program of voluntary Federal certification of
medi-gap health insurance policies by July 1, 1982, in those States
which have not implemented a regulatory program meeting the law's
minimum standards by that date.

Versions of the medi-gap amendments were introduced in the Sen-
ate in 1979, by Senators Chiles, Dole, and Baucus, and cosponsored by
Senators Glenn, Bradley, Pryor, Cohen, Heinz, and Melcher, mem-
bers of the Special Committee on Aging. Bills were introduced in the
House of Representatives by Congressmen Brodhead, Pepper,Scheuer, and others.' The Senate considered and passed the amend-
ments on January 30, 1980, as part of H.R. 3236, the Social Security
Disability Amendments of 1980. Final approval came when the
legislation was accepted by House conferees.

A. Pnovisions or rHE NEw LAw

The new law sets minimum standards for private health insurance
policies sold to supplement medicare and requires all States to imple-
ment a medi-gap regulatory program to enforce standards equal to or
stronger than Federal standards by July 1, 1982. The Secretary of the
Department of Health and Human Services, working with a panel of
four State insurance commissioners appointed. by the President, will
determine if each State meets this requirement. In any State where

1 See "Developments in. Aging: 1979," part 1, pp. 155-165, for a discussion of these billsand other medi-gap actions during 1979.
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the requirement is not met by July 1, 1982, the Secretary is authorized
to certify all medi-gap policies sold in that State which meet the
minimum Federal standards.

The new law also sets Federal criminal penalties (a fine of up to
$25,000 and imprisonment for up to 5 years) upon conviction of: (1)
Furnishing false information to the Secretary to obtain policy certi-
fication; (2) posing as a Federal agent to sell medicare supplemental
policies; and (3) knowingly selling duplicative policies to medicare-
eligible individuals. The sale of any medicare supplemental policies by
mail would also be subject to the Federal penalties unless the policy
in question had: (1) Been approved by the State under its own stand-
ards program or certified by the Secretary of the Department of Health
and Human Services under the voluntary certification program, and
(2) the State had not specifically disapproved the policy for sale in
that State.'

The Department of Health and Human Services is required to pro-
vide all medicare beneficiaries with information on the types of private
health insurance available to supplement medicare benefits. The
Department also must prepare, in coordination with the Federal Trade
Commission, an analysis of the effectiveness of different State
approaches to regulation of medicare supplemental health insurance
sales, with a report to Congress by January 1, 1982.

B. THE STANDARDS FORi MEDI-GAP POLICIES

The minimum standards adopted by Congress are, in large part,
those which were recommended by a special task force on medi-gap
insurance formed by the National Association of Insurance Commis-
sioners in 1978, after Senate Committee on Aging hearings had brought
the issue to national attention. Minimum requirements for policy loss
ratios (the ratio of premiums collected to benefits paid on a partic-
ular policy issue) were added by the legislation.

The law sets the following minimum standards for medi-gap health
insurance policies sold to medicare-eligible persons:

-A policy must cover medicare part A (hospital insurance) coin-
surance amounts for the 61st day of medicare coverage through
the 90th day (currently $51 a day) and lifetime reserve period
(currently $102 a day), and 90 percent of hospital charges beyond
the lifetime reserve period up to 1 year.

-A policy must cover 20 percent of medicare part B (supplemen-
tary medical services) reasonable charges (the copayment amount
set in the medicare program) up to a maximum amount of $5,000
per calendar year.

-A policy must have no more than a 6-month limitation on pre-
existing condition restrictions.

-A policy must have a minimum loss ratio experience of 75 percent
for group policies and 60 percent for individual policies.

I Public Law 96-265 provides for exemptions from the penalties for certain specific types
of policies and circumstances, such as group health policies of employers or labor organiza-
tions. The intent of Congress in these areas is expressed in the conference report on the
legislation. U.S. Congress. "Social Security Disability Amendments of 1980." Conference
report on H.R. 8286. House of Representatives report No. 96-944, May 13, 1980, p. 75.



-The buyer must have a right to return a policy without loss of
premiums within 10 days of sale for agent-sold policies, and 30
days for policies sold through the mail.

-Potential buyers must be provided with an information pam-
phlet describing the different types of medi-gap insurance avail-
able at the time of application for purchase.'

-The potential buyer must be provided with an "outline of benefits"
form which clearly states policy benefits, costs, limitations, rights
to cancel, and comparison with medicare benefits at the time of
application for purchase.

C. IMPLEMENTATION OF THE NEW LAw

On October 30, 1980, the President appointed the commissioners of
insurance from the States of Connecticut, Wisconsin, Arkansas, and
Utah to serve with the Secretary of Health and Human Services on
the panel to evaluate State medi-gap regulatory programs. Guidelines
are expected to be provided to all States early in 1981 on information
the panel will need to determine compliance with the law. The panel
is required to report to Congress, on or before January 1, 1982, those
States which are not expected to have an operational medi-gap regula-
tory program in place by the deadline of July 1, 1982.

Proposed regulations for implementation of the voluntary certifica-
tion program were published in the Federal Register on January 21,
1981,4 with a 60-day comment period. The proposal sets guidelines for
use of a Secretarial "seal of approval" for insurance policies meeting
approved State guidelines as well as those meeting minimum Federal
standards.

Illinois, Florida, Maryland, Nebraska, and Tennessee are among
the States which passed new medi-gap laws during 1980. Additional
regulatory authority is being considered in Arizona, Virginia, New
Jersey, and New York. Under the terms of the legislation, a majority
of States may have met the minimum standards for regulation of
medi-gap sales by the deadline date of July 1982. Federal voluntary
certification programs would only be operational in States which do
not meet the requirements.

Some States already have established a regulatory program which
utilizes higher standards for policy content and sale than the mini-
mums developed by the National Association of Insurance Commis-
sioners or required by Federal law. This was, in fact, the intent of the
law.5 Information on the effect of these standards, and different ap-
proaches taken by States, should be useful to all States as they de-
velop new regulatory programs.

* The Department of Health and Human Services has published and made widely avail-
able a pamphlet entitled "Guide to Health Insurance for People with Medicare." including a
revised 1980 version. The pamphlet was jointly developed by the Department and the Na-
tional Association of Insurance Commissioners, and is available in all Social Security dis-
trict offices and from the Health Care Financing Administration. Department of Health and
Human Services, pub. No. HCFA-02110. A number of States have also developed their own
versions of this pamphlet for agent use within that State.

4 Proposed rule. "Medi-gap--Certiflcation of Medicare Supplemental Health Insurance
Policies," Federal Register. vol. 46. No. 13. Jan. 21. 1981. p. 6296.

6 See conference report on legislation. "Social Security Disability Amendments of 1980,"
House report No. 96-944. and remarks in the Senate of Senators Chiles. Baucus,
Domenici, Bradley, Metzenbaum, Congressional Record, Jan. 30, 1980, pp. 633-642.



II. FTC POWERS LIMITED BY CONGRESS

Legislation to reauthorize the operations of the Federal Trade Com-
mission (FTC) proved to be controversial, as Congress moved to re-
strict the agency's rulemaking powers. Objections were registered
against a number of rulemaking proceedings which have been of par-
ticular interest to elderly consumers-including insurance sales prac-
tices and longstanding efforts to define unfair selling practices in the
funeral industry.

Public Law 96-252, effective May 28, 1980, contained the following
amendments of significance to the elderly:

Changes to funeral industry rule: The FTC may now issue final
rules governing sales practices within the funeral industry, but the final
rule must be limited to mandating price disclosures, banning deceptive
or coercive practices, and prohibiting unlawful practices such as boy-
cotts or threats.

The earlier version of the reauthorization bill approved by the
House of Representatives (H.R. 2313, passed by the House on No-
vember 27, 1979) would have restricted the FTC from issuing any
rules governing the funeral industry. The FTC had documented a
wide range of abuses within the funeral industry during a period of
4 years, and a staff report issued in 1978 with proposals for prohibiting
questionable sales practices and requiring item by item price disclo-
sures met with strong industry opposition.

The compromise reached by House and Senate conferees will allow
the FTC to proceed with some aspects of the rule as originally pro-
posed. A revised proposed rule was issued by the FTC on Janu-
ary 22, 1981.7

Prohibitions against insurance investigations: The FTC reauthori-
zation bill also prohibits the FTC from conducting investigations into
the "business of insurance" unless a specific study is requested and
approved by a majority vote of either the Senate or House Commerce
Committees. If the FTC is authorized to conduct any insurance study
through such a request, the study activity would cease with the elec-
tion of a new Congress as committee members change, unless
specifically renewed by a new committee.

The House and Senate conferees made it clear, through report lan-
guage, that authority to conduct studies be limited to general review
and analysis of insurance policy issues, not "investigations" of the in-
dustry or segments of the industry. Report language also made clear
the House and Senate conferees' intent that insurance is to be regu-
lated by the States only."

Challenges to insurance industry investigations and studies origi-
nated in the Senate version of the bill (S. 1991, passed by the Senate
on February 7, 1980). During debate in the Senate, however, Senator
Lawton Chiles, then-chairman of the Committee on Aging, success-
fully offered an amendment to exempt the FTC's ongoing study of

8 "Funeral Industry Practices." Final staff report to the Federal Trade Commission and
proposed trade regulation rule, Bureau of Consumer Protection, Federal Trade Commission,
1978.

7 "Funeral Industry Practices." Revised proposed rule. Federal Register, vol. 46, No. 14,
Thursday, Jan. 22, 1981, p. 6976.

8 U.S. Congress. House of Representatives. "Conference Report on Federal Trade Commis-
sion Amendments; Report To Accompany H.R. 2313." Washington, Rept. No. 96-917.
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medigap insurance sales to the elderly from the blanket prohibition
against insurance studies. The amendment was contained in the final
version of the bill signed into law (Public Law 96-252).

Therefore, with the exception of the FTC's continued work with the
Health Care Financing Administration on the medi-gap insurance
study required by the new medi-gap law,9 all activities of the FTC staff
in any way related to the "business of insurance" ceased when the au-
thorization bill was signed. The FTC had completed a study of the
value of cancer insurance policies, frequently sold to the elderly and
the subject of earlier critical congressional hearings, 0 but the report
was never released by the Commission.

Consumer participation cutbacks: The final bill also provides that no
person (or group) may receive more than $75,000 in public partici-
pation funds for any single rulemaking proceeding, or more than $50,-
000 in any 1 year. The total authorization for the FTC's public par-
ticipation program was reduced from $1 million to $750,000 per year.

The FTC's public participation program frequently allowed elderly
consumers and other advocates to participate in the development of
rules of interest to them (such as the funeral industry proposed rules).
The program supports transportation and lodging, for example, of
low-income individuals to testify at public hearings.

Congressional oversight of proposed FTC' rules: The FTC is re-
quired to provide both the House and Senate Commerce Committees
with advance notice. of any proposed rulemaking 30 days before pub-
lication in the Federal Register. All final rules must be submitted to
both the House and the Senate, and cannot become effective until after
a 90-day period of congressional review. If, within this 90-day period,
both the House and Senate adopt a resolution expressing disapproval,
the rule is effectively vetoed.

III. INTEREST RATE CEILINGS PHASED OUT

Ceilings on the rate of interest paid on savings deposits will be
phased out as a result of legislation passed by Congress and signed into
law on March 31, 1980 (Public Law 96-221).

The legislation creates a six-member Depository Institution Dereg-
ulation Committee, which has a 6-year authority to control rates paid
on deposits. At the end of the 6-year phaseout period, Government
financial regulations on interest rates-collectively known as "regula-
tion Q"-will expire.

The effort to phase out interest rate ceilings was initiated by a num-
ber of consumer organizations representing the elderly-particularly
the Gray Panthers-because of their effect on keeping interest ceilings
for small savers very low (5.5 percent), while allowing more affluent
savers higher market rates of interest."

* See discussion of medi-gap law above.IO U.S. Congress. U.S. Senate and U.S. House of Representatives. "Cancer Insurance andthe Elderly." Joint hearing of Subcommittee on Antitrust, Monopoly, and Business Rightsof the Senae Committee on the Judiciary and Select Committee on Aging, House of Rep-resentatives. Mar. 20, 1980. Washington, Ser. No. 96-61.u See "Developments in Aging: 1979," part 1, pp. 167-169, for a full discussion of these
efforts.



Chapter 9

THE WHITE HOUSE CONFERENCE ON AGING

A LOOK AT THE CONFERENCE AND BEYOND

The 1981 White House Conference on Aging is more than a con-
tinuation of conference tradition-more than a "one-time" event. The
Conference will reaffirm the Nation's commitment to the elderly
through a mechanism which permits both the President and the Con-
gress to draw national attention to the quality-of-life issues con-
fronting older Americans.

The White House Conference on Aging, however, is a one-in-a-
decade social policy phenomenon which both respects and upholds the
belief of citizen participation in Government and in the decisions
which affect their lives. It is both a series of events and a rocess
whereby people from across the Nation can participate in the shaping
of future policy.

The impact of the Conference will be measured over time in terms
of commitments made by the Nation's leaders to implement a national
policy on aging and to translate the post-Conference recommendations
into legislative and administrative action. Final success lies in the ex-
tent to which the spirit of citizen participation generated in thousands
of local communities and in all States continues to promote discussions
and resolutions of the problems and opportunities for a longer life.

On October 18, 1978, President Carter signed legislation (Public
Law 95-478) authorizing the third White House Conference on Aging
to be convened in 1981. Authority to plan and conduct the Conference
was delegated to the Secretary of the Department of Health and Hu-
man Services (HHS) and the Executive Director of the Conference.
The White House Conference on Aging is scheduled to take place in
Washington, D.C., from November 29 to December 3, 1981.

President Carter, explaining the need for the 1981 White House
Conference on Aging at a reception held for the Advisory Committee
at the White House on March 26, 1980, stated:

Every day in our great country about 5,000 Americans
reach the age of 65. And this is a very important time in their
lives. It's a time either of increased choices in their life or a
narrow restraint on their life. It's a time for the prospect of
warm relationships with their families or their friends;
it's a time of security and anticipation of a future that's
stable, that will meet their needs, or it's a time of uncertainty
and insecurity, and perhaps fear. It's a time of confidence
about the coming days or it's a time of pessimism about their
future life. This question, how Americans approach their
65th year and how they live their lives after the age of 65,
will be the subject of the White House Conference on Aging.

(170)



I. HISTORICAL BACKGROUND

A. LEGISLATIVE MANDATE

The authorizing legislation for the 1981 White House Conference
on Aging (Public Law 95-478) sets forth several pre- and post-plan-fing requirements including:

-Providing Federal financial assistance to State and area agencies
to help them hold local and State conferences prior to the White
House Conference.

-Appointing and supporting an advisory committee for theConference and such technical committees as may be needed toinsure the success of the Conference.
-Conducting the Conference in such a way that the broad partici-pation of older persons, including low-income and minority olderpersons, is assured; and
-Issuing a final report to the President and Cong , within 6months of the conclusion of the Conference, which shall includea statement of, and recommendations for, implementation of acomprehensive, coherent national policy on aging, (HHS Secre-tary will submit recommendations for legislative and adminis-trative action within 90 days after submission of the final Con-ference report).
The Secretary of HHS is mandated under the authorizing legis-lation to insure that current and adequate statistical data and otherinformation on the well-being of older individuals in the UnitedStates is readily available to Conference participants in advance.In fulfillment of this Conference requirement, the Secretary mayaward grants to, or enter into contracts with, public agencies and/ornonprofit private organizations

B. PAST WHITE HOUSE CONFERENCES ON AGING

The White House Conference on Aging has a significant historyevolving from an Executive order issued by President Truman inAugust 1950. Under the vested authority of the President, the Fed-eral Security Agency (predecessor to the Department of Health andHuman Services) invited 816 Americans to collectively discuss theissues of concern to its older population. This national meetingestablished a precedent for convening White House Conferences onAging in the decades -to follow.
Prompted by greater awareness and heightened social concern re-garding an expanding older population, President Dwight Eisenhower

signed legislation authorizing the first White House Conference onAging to be convened in 1961. Foremost, the 1961 White House Con-ference on Aging included the participation of 2,500 delegates fromacross the country and served as the precursor to a number of signifi-cant legislative developments including the Older Americans Act of1965; medicare; the National Housing Act Amendments; and thecreation of a Subcommittee on Aging in the Senate, followed by theestablishment of the Senate Special Committee on Aging.
Ten years later, the 1971 White House Conference on Aging chartedan expanded administration and legislative course which resulted inthe enactment of 77 percent of the Conference's most significant recom-

73-264 0 - 81 - 15
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mendations. Appearing before the final session of the 1971 Conference,
President Richard Nixon pledged to support a fivefold increase in the
AoA budget over his original budget request; a $100-million nutrition
bill for the aging, the upgrading of nursing homes, and private pen-
sion reforms. Within 2 years, all of these commitments were translated
into Federal legislation.

C. CoNmRENcE LEADERSHIP

The initial planning of the 1981 Conference, begun in June 1979, was
conducted under the direction of the Secretary of HIIHS and in conjunc-
tion with the Commissioner on Aging and the Director of the National
Institute on Aging. In December 1979 former Congressman Jerome
Waldie of California was appointed by HHS Secretary Harris to
begin Conference planning activities and serve as its Executive Direc-
tor. Shortly thereafter, Leon Harper of California was named to the
position of Associate Executive Director.

The first major preconference activity was President Carter's De-
cember 1979, announcement naming the six key individuals who will
spearhead the 1981 National Conference. Sadie T. M. Alexander, an
82-year-old attorney from Philadelphia (the first black woman in the
United States to receive a Ph. D.), was named chairperson of the 1981
White House Conference on Aging. At the swearing-in ceremony con-
vened at the White House, President Carter also appointed four deputy
chairpersons: Dr. Arthur S. Flemming, former U.S. Comissioner on
Aging and chairman of the 1971 Conference; Dr. Bernice Neugarten,
psychology professor and gerontologist, Chicago, Ill.; Mrs. Lupe Mor-
ales, a community activist for Hispanics, Los Angeles, Calif.; and
Dr. Ellen Winston, home health services advocate and former U.S.
Commissioner on Welfare, Raleigh, N.C.

On March 21, 1980, HHS Secretary Harris released the names of
a 55-member Advisory Committee for the 1981 White House Confer-
ence on Aging. Pursuant to the mandates of the authorizing legisla-
tion, the committee includes representation from the Federal Council
on Aging, public and private nonprofit organizations, and individuals
who work on behalf of the aged. The Advisory Committee's task is to
assist and participate in the planning, convening, and reviewing of
the Conference activities as directed by the White House Conference
chairpersons.

II. 1980-A YEAR OF PREPARATION

The convening of the 1981 White House Conference on Aging will
have been preceded by 19 months of preconference planning activities
and events. These activities have been designed to insure a broad cross-
section of citizen participation and to facilitate a thorough examina-
tion and development of issues for consideration at the national
meetin.

Con erence officials established two principal sources of issue de-
velopment analysis and evaluation intended to insure that national at-
tention to special aging issues is guaranteed-issues affecting particu-



lar populations or Federal policies and programs which would not be
treated in depth through the local community or statewide citizen
forum process. They are:

-40 special concerns and problem-oriented miniconferences (re-
ports due to the Conference office by February 15, 1981.

-16 technical committees, each focusing on an issue area (reports
due February 1, 1981.

A. MINICONFERENCES

The White House miniconferences, conducted between September.
1980 and January 1981, provided a structure for the development of
special issue areas, such as housing, vision, long-term care, and minor-
ity elderly, for consideration by Conference delegates in advance of
the national meeting.

The miniconferences were organized and sponsored by a host of
convenor organizations interested in exploring selected aging issues.
Nearly 40 such miniconferences have been officially recognized and
approved by the 1981 White House Conference on Aging and include
the following subject areas:

-Black elderly. -Media.
-Hispanic elderly. -Foundations.
-American Indian elderly. -Dental health.
-Urban elderly. -Elderly poor.
-Rural elderly. -Hearing impaired elderly.
-Women. -Legal barriers.
-Spiritual well-being. -Long-term care.
-Corporate sector. -Savings.
-Transportation. -Alcoholism.
-Mental health. -Nonservices.
-Lifelong learning. -Senior centers.
-Energy. -Self-help and senior advocacy.
-Art and humanities. -Consumer problems.
-Low vision. -Legal services.
-Foot care. -Patients right.
-Intergenerational. -National health insurance.
-Voluntary sector. -Older veterans.
-Euro-American elderly. -Alzheimer's disease.
-Recreation and leisure. -Environmental issues.
-Pacific/Asian elderly. -Housing.
An estimated $1.1 million has been provided by various Fedeal

agencies, such as the Administration on Aging, the Social Security
Administration, and the Community Services Administration, to sup-
port miniconference activities. Financial contributions from private
funding sources have also been utilized in support of this issue de-
velopment process.

The summarized reports and recommendations emanating from the
miniconferences were to be submitted to the Conference office by
February 15, 1981, for distribution to State conference delegates fo
their review and consideration.



B. TECHNICAL CoxMrrMEES

On August 5, 1980, Executive Director Waldie announced that. Sec-
retary Harris had appointed 135 individuals to serve on 16 issue-
oriented White House Conference Technical Committees and stated:

Through the assistance of the technical committees, dele-
gates to the 1981 meeting will be well-prepared for educated
decisionmaking, leading to a comprehensive and coherent
national aging policy.

Total membership on the technical committees is composed of 50
advisory committee members in addition to the recent appointments of
85 citizens from throughout the country. Tpgether, this group brings
both professional and lay expertise to the 'conittees in such fields
as gerontology, economics, law, medicine, long-term care, minority
affairs, private industry, labor, education, and religion.

The technical committees are charged with the responsibility of pre-
paring background materials for delegates to the 1981 Conference.
Foremost, the technical committees. are expected to reach consensus
in defining major issues for consideration at the national meeting. The
16 technical committees include:

-Retirement Income.
-Health Services.
-Health Maintenance.
-Long-Term Care.
-Family, Social Services, and Other Support Systems.
-Physical and Social Environment and the Quality of Life.
-Older Americans as a Growing Resource.
-Employment.
-Creating an Age-Integrated Society Within:

Societal Institutions.
The Economy.
The Educational System.
Religious Institutions.
The Family.
The Media.
The Governmental Structure.

-Research.

C. NATIONWIDE CITIZEN FORUMS: SETTING THE STAGE

Consistent with the preconference planning activities occurring at
the national level, a comparable number of events are scheduled in
thousands of communities throughout the country in preparation for
the national Conference. The Conference structure provides for or-
ganized events, such as local forums, State conferences, and regional
hearings, to serve as vehicles for insuring the broadest citizen partici-
pation in the discussion of aging issues and in the formulation of rec-
ommendations for the 1981 White House Conference on Aging.

1. COMMUNITY FORUMS

Thousands of community forums were conducted nationwide dur-
ing May and June 1980, sponsored by area agencies on aging and other



interested organizations, to begin preparation for the national Confer-ence. Information emanating from these local community forums ar-
ticulated issues of dominant concern to citizens and was elevated tothe State level for further discussion.

2. STATE CONFERENCES

Organized by State coordinators appointed by each Governor, State
conferences on aging have been held or will be held in each of the
States and U.S. 'territories prior to June 1981. The State conferences
are intended to permit public debate of quality-of-life issues concern-
ing the elderly, to assimilate the views of citizens, and to translate
these concerns into formal recommendations, based on consensus,
which-will be forwarded to the conference's leadership officials priorto the national meeting.

State conferences on aging are intended to serve as the forum for
the selection of delegates to the national Conference. These conferences
are financially supported by the Administration on Aging in the formof special grants to the States.

3. DELEGATION SELECTION

The White House Conference on Aging will convene on November
30, 1981, with 2,000 voting delegates. Travel and daily expenses will
be provided for these voting delegates. An additional 2,000 Confer-
ence observers will be granted the opportunity of Conference partici-
pation which does not include voting privileges or travel cost reim-
bursements.

As a result of budget constraints, the 1981 Conference determined
that the total number of voting delegates would not exceed 2,000, in
striking comparison to the 3,500 delegates who attended the 1971
White House Conference on Aging or the 2,500 delegates participat-
ing in the first national Conference in 1961.

The selection of delegates adhered to the Conference's enabling leg-
islation, and has been administered according to the following guide-
lines:

-1,000 delegates, divided among the 57 States and territories ac-
cording to the proportion of the age 55 and older population of
each of these jurisdictions. No State shall have less than six dele-
gates. At least half of each State's delegation shall be female, and
minority groups shall be represented in each delegation in the
approximate proportion that such groups are found in the popu-
lation of their respective States.

-539 delegates, one each to be chosen by the Members of Congress
who were in office on February 1, 1981.

-Approximately 150 delegates granted such status because they are
currently members of the 16 Conference technical committees, or
are official coordinators appointed by the Governors in connec-
tion with preparations for their State conferences and the na-
tional Conference.

-The balance of delegates are to be named by the Executive Di-
rector of the Conference in the early summer of 1981, to assure
that the racial, sex, age, and rural/urban profile of the overall



delegate body closely parallels that of the Nation. Also, national
organizations concerned with the aged and other groups will be
asked to nominate some members of this last group.

Governors and Members of Congress were asked to initiate their
respective delegate selection process by February 1, 1981. Numerous
legislative officials have responded and the process of documenting
delegates is well underway.

D. CONFERENCE BuDOwr

Activities generated on behalf of the 1981 White House Conference
were initially funded by a $3-million appropriation under the 1979
Supplemental Appropriation Act (Public Law 96-38). Although the
Conference will not be conducted until late 1981, HHS estimated that
at least 21/2 years were needed for planning and preconference activi-
ties. As a result, funds from the imtial appropriation were to remain
available until expended.

The administration's fiscal year 1981 budget requested an additional
$3 million for the WHCOA, which would bring the Conference ap-
propriations to a total of $6 million. Since the fiscal year 1981 appro-
priation bills for most Federal agencies and programs were pending
in mid-October, a continuing resolution to guarantee Federal fund-
ing was necessary. The second or further continuing resolution (Pub-
lic Law 96-536) signed by President Carter on December 16, 1980,
provided funding authority for the additional $3 million for 1981.
This provision of the further continuing resolution was the result of
action by Senator Chiles during Senate Appropriations Committee de-
liberations on the Labor and HHS appropriations.

Additional funding sources for the Conference include the Admin-
istration on Aging and the National Institute on Aging which made
substantial financial contributions to the Conference. Other Federal
agencies and national public and private organizations have assisted
the 1981 Conference by way of partial funding of the miniconferences.



Chapter 10
ISSUES OF EMERGING AND CONTINUING

CONCERN
I. LIFELONG LEARNING: EDUCATION FOR OLDER

AMERICANS

The 1980 session of the 96th Congress enacted legislation to
increase educational opportunities for those adults who have not been
able fully to benefit from existing programs. Education outreach pro-
grams, in title I of the Higher Education Act, represent a stronger
initiative for continuing education programs which address the needs
of underserved adults, including the elderly, women entering or re-
entering the work force, the handicapped, the economically disadvan-
taged, and individuals whose previous educational experience has acted
as a barrier to lifelong learning.

Other amendments to the Higher Education Act adopted by Con-
gress addressed the need for research on the educational interests and
requirements of older adults, as well as the need for more reliable data
on older Americans' participation in federally supported education
programs. Changes in student financial aid programs, such as allowing
less than halftime students to qualify, alleviate some of the barriers
adults face in obtaining grant and loan assistance.

In preparation for the 1981 White House Conference on Aging, a
miniconference entitled "Lifelong Learning for Self-Sufficiency" was
sponsored by the Institute of Lifetime Learning of the NRTA-AARP,
the Adult Education Association's Commission on Education for
Aging, the Association for Gerontology in Higher Education, and the
Popuation Resource Center.

The U.S. Department of Education was established. The agency's
motto, "Learning Never Ends," symbolizes efforts by organizations
representing the elderly to insure that older Americans derive maxi-
mum benefits from Federal education programs. One focus of these
efforts was to have a policy-level individual in the Department
be responsible for coordinating programs in which the elderly
can participate.

A. THE HIGHER EDUCATION ACT REAUTHORIZATION

1. REVITALIZING TITLE I, CONTINUING EDUCATION

Making federally supported postsecondary programs more respon-
sive to the increasing numbers of nontraditional students seeking edu-
cational opportunities was one of the key issues facing the 96th Con-
gress in the reauthorization of the Higher Education Act.
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The typical. student is no longer young, no longer full time,
no longer just out of high school, no longer a stranger to the
world of work, no longer necessarily seeking either a set of
skills, or an educational credential. And to be certain, he is no
longer overwhelmingly "he." 1

A number of factors have interacted to make the elderly an impor-
tant force in the population of nontraditional students. Americans are
living longer and enjoying better health in old age. Our society is
"graying." As the baby boom matures, the demography is shifting
from one dominated by the young to one in which adults and older
persons represent a growing percentage. There is a trend toward early
retirement, giving millions of Americans more years of creative
"leisure." At the same time, increasing numbers of older persons are
facing economic and psychological pressures either to postpone retire-
ment or reenter the work force. Finally, the demands and complexities
of our highly technological society and rapidly changing social struc-
ture are replacing the concept that one gains a set of skills in youth to
last a lifetime with the idea that learning is a lifelong occupation.2

The House of Representatives passed legislation to authorize the
Higher Education Act in 1979. The bill (H.R. 5192) contained provi-
sions for focusing and revitalizing title I. Renamed education outreach,
the House-passed version of title I targeted the program on the most
severely underserved adults-those whose age, race, sex, handicap,
national origin, rural isolation, poverty, or previous educational ex-
perience has acted as a barrier to their participating in education
programs. Rather than relying solely on the Federal Government, the
House sought to attract a wide range of resources-from business and
industry, labor, public and private organizations serving adults and the
elderly, State and local governments-to build a well-planned system
of continuing education programs.3

The Senate retained the goals and purposes the House had envi-
sioned for education outreach programs in title I, part B, State Plan-
ning and Continuing Education, in its reauthorization of the Higher
Education Act, S. 1839 (S. Rept. 96-733). However, the Senate Labor
and Human Resources Committee added two new sections to the title.
A Commission on National Development in Postsecondary Education
(part A) was authorized to study institutional changes necessary to
respond to new economic and demographic trends. A three-part pro-
gram of institutional adaptation and innovation (part C) was estab-
lished to encourage institutions to update curriculae, serve women
reentering the work force, and help disadvantaged youth make the
transition to postsecondary education. The Senate passed S. 1839 on
June 23, 1980.

Senate and House conferees, assigned to work out the differences
between the House and Senate versions of the Higher Education Act
reauthorization, refocused title I on lifelong learning and continuing

i U.S. Congress. House of Representatives. Subcommittee on Postsecondary Education of
the Committee on Education and Labor. "Reauthorization of the Higher Education Act and
Related Measures." Hearings, 96th Congress, ist session, part 2-Lifelong Learning, Jne
21, 1979, Washington, U.S. Government Printing Office, 1979, p. 120. (Opening statement
of Representative William D. Ford, chairman.)

sFor a detailed discussion of the educational needs and participation patterns of older
Americans, see "Developments in Aging: 1979," part 1. pp. 215-218.

*Additional information on the purposes and provisions of the House version of title I
may be found in "Developments in Aging: 1979," part 1, pp. 218-220.



education for underserved adults (Conf. Rept. 96-1337). As signed by
the President on October 3, 1980, Public Law 96-374 retained parts A
and B of title I, providing for a Commission on National Development
in Postsecondary Education, and education outreach programs.

The provisions for education outreach programs in title I-B center
on State planning and programs to promote coordinated delivery sys-
tems of adult education opportunities. Ninety percent of the funds au-
thorized for part B of title I are allocated to the States-60 percent of
the allocation on the basis of relative adult population and 40 percent
divided equally among the States (section 112). States must use be-
tween 15 and 20 percent of their allocation for comprehensive state-
wide planning (section 113). These planning provisions supplant and
incorporate the State Postsecondary Education Commissions and
planning activities which were authorized previously by title XII of
the Higher Education Act (sections 1202 and 1203). Educational in-
formation centers, formerly authorized by title IV-A, subpart 5 (sec-
tions 418 A and B) of the Higher Education Act, are also transferred
to the education outreach programs (section 114). Thus, the new title
I-B brings under one program, State planning, information, and grant
activities for continuing education, and eliminates duplicate reporting
and submission of State plans.

The remainder of funds allocated to the States may be used to make
grants and enter contracts with public and private organizations,
higher education institutions, business,.industry, and labor for pro-
grams to promote access to postsecondary education for adults who
have been inadequately served (section 115). Such programs include
a number of initiatives beneficial to older Americans, including:

-Legal, vocational, and health educational services and informa-
mation for older individuals who use preretirement education as
a means to adjust to retirement.

-Educational and occupational information and counseling serv-
ices to aid adult women in entering or reentering the work force.

-Community education services for adults in rural areas.
-Postsecondary education programs for individuals who have

been inadequately served, especially the handicapped, older per-
sons, part-time students, migrants, and others who would be un-
likely to continue their education beyond high school.

-The removal of barriers to continuing education caused by rural
isolation and other rural-related factors.

Ten percent of the funds appropriated for title I-B are reserved
for Federal discretionary grants (section 116). These grants may be
used to develop innovative delivery systems to improve adults access
to postsecondary education, expand the range of educational and com-
munity resources to meet the needs of underserved adults, promote
telecommunications and other types of interstate delivery systems, de-
velop statewide, regional, and national programs to coordinate edu-
cational and occupational information, and provide technical assist-
ance to the States for their planning and program activities.

Title I-B also continues the authorization for the National Advi-
sory Council on Continuing Education (section 117).

Congress is authorized to appropriate up to $20 million for educa-
tion outreach programs for fiscal year 1981. The authorization level
increases by $10 million per year, to $60 million for fiscal year 1985.



I0 -

2. EDUCATIONAL DATA AND RESEARCH

When the Higher Education Act came before the Senate on June 23,
1980, Senator Lawton Chiles offered a series of amendments to pro-
mote research by the National Institute of Education (NIE) on the
needs of nontraditional students, to make data on participation by
older adults more readily available, and to authorize the Secretary of
Education to study the remaining barriers faced by nontraditional
students in pursuing educational opportunities. The amendments were
adopted unanimously by the Senate and resulted in the following
changes in the general education provisions:

-Included age, in the statement of purpose of the NIE as one of the
criteria for insuring equal educational opportunity.

-Established, as one of the research and demonstration efforts of
the NIE, the study of the special problems facing nontraditional
students, including older and part-time students.

-Required annual evaluation reports of the Department of Edu-
cation to tabulate data on the effectiveness of educational pro-
grams by age, when such data is available.

-Authorized the Secretary of Education to study any additional
barriers to adult postsecondary education faced by nontraditional
students.

The amendments were retained in the House/Seniate Conference on
the Higher Education Act Reauthorization. Since both House and
Senate bills provided for a number of studies of postsecondary edu-
cation and student financial aid, the conferees assigned the authority
to study the barriers to postsecondary education faced by nontradi-
tional students to the Commission on National Development in Post-
secondary Education, title I-A.

3. INCREASING ACCESS THROUGH STUDENT FINANCIAL AID

Changes in the student financial aid provisions of the Higher Edu-
cation Act, title IV, are designed to increase access to postsecondary
education for adults and may prove beneficial to older Americans.
Title IV-A authorizes higher education institutions to award up to 10
percent of their supplemental educational opportunity grants
(SEOG's) to less-than-half-time undergraduate students (section
413C(c)). The previous requirement that students be enrolled on at
least a half-time basis to qualify for SEOG's was regarded as a barrier
to working adults, homemakers, and older persons who wish to con-
tinue their education.

Title IV-F, the general provisions relating to student assistance,
was also amended by the Higher Education Act reauthorization to
exclude home equity and an asset reserve of $10,000 (or $50,000 if net
assets include a farm or business) from consideration of need for Fed-
eral student financial aid (section 482(b) (5)). Many working and
retired adults have equity in their homes and an asset reserve which
has precluded them from obtaining educational grants and loans,
although their effective income is too small to cover continuing educa-
tion expenses.



B. ESTABLISHMENT OF THE DEPARTMENT OF EDUCATION

May 4-9, 1980, marked the official opening of the U.S. Depart-
ment of Education. Authorized by Public Law 96-88, the new
Department chose as its motto, "Learning Never Ends," which under-
scores the importance of education as a lifetime pursuit. The oppor-
tunity for greater attention to the needs of nontraditional students
provided by the creation of a separate Cabinet-level agency to ad-
minister the bulk of Federal education programs was viewed with
optimism by organizations representing older Americans and adult
learners.

While there are virtually no education programs authorized solely
to benefit individuals aged 60 and over, almost every office of the
new Department administers programs in which the elderly can par-
ticipate and from which they can benefit. For example, the Office of
Vocational and Adult Education directs the adult education program,
which is designed to help educationally disadvantaged adults of all
ages gain the basic knowledge and skills they need in an increasing-
ly complex society. The Office of Postsecondary Education oversees
programs authorized by the Higher Education Act, including title I
continuing education programs and the fund for improvement of
postsecondary education, which supports such activities as Elderhos-
tel. In addition, the National Institute of Education and other parts
of the Department administer a wide range of programs and support
research and demonstrations which affect older Americans, including
library services, career education, the community schools program,
and bilingual education.

On December 13, 1979, Senator Chiles wrote the first Secretary
of Education, Shirley M. Hufstedler, to request that an individual at
the policy level be appointed to be responsible for and coordinate edu-
cation programs benefiting older persons. In her formal response
and at subsequent hearings of the Senate Subcommittee on Labor-
HHS, Education Appropriations, the Secretary indicated her personal
interest in seeing that the many programs of the Department meet
the educational needs of the elderly, as well as enumerating the re-
search and demonstration efforts the agency would undertake to better
serve older Americans.

One of the task forces assigned to review special educational needs
and make policy recommendations to the Secretary was to be devoted
to the older learner. The Secretary subsequently appointed an individ-
ual to the Office of Planning and Budget to compile information for
the task force on the programs in which older persons can participate,
their degree of participation, and how these programs are meeting
their needs. This review process was initiated in late 1980, but its con-
tinuation will be contingent upon the interest of the Secretary under
the new administration.

C. APPROPRIATIONS

Educational programs for older Americans faced the same limita-
tions of a tight budget for fiscal year 1981 as did education programs
in general. Below are listed the appropriations for programs which
are of particular importance to the elderly, with comparisons between
funding for fiscal year 1980 and 1981:



[in millions of dollars)

1980 1981

Public libraries (services and interlibrary cooperation)----------------------------- 67.5 74.5
Adult education (grants to States) ------------------------------------------ 100.0 120.0
Education information centers (now under title 1, HEA)------------------------------ 3.0 3.0
State postsecondary education commissions (now under title 1, HEA)..--.-. --.-.......
University community services and continuing education (now continuing education pro-

gram and planning under title I, HEA)--------------------------------------- 9.0 9.
Fund for improvement of postsecondary education-------------------------------- 13.5 13.
Community schools------------------------------------------------------ 3.1 10.
Consumers education.----------------------------------------------------3.6 3.
Career education ---------------------------------------------------------- 15.0 15.

Adult education, programs of interlibrary cooperation, and commu-
nity schools enjoyed increases in fiscal year 1981, while other education
programs identified as potentially beneficial to older persons managed
to hold their own. The final appropriation levels, however, do not re-
flect the fact that some of these programs-notably the continuing ed-
ucation planning and information services now authorized under title
1 and career education-were targeted for zero funding or significant
cuts in the 1981 Budget and recision requests by the Carter adminis-
tration. As pressure for spending cuts increases, it seems likely that
the Reagan administration may also propose austere budgets for these
programs.

D. WHIE HOUSE MiNicoNrnNcE ON AGING EDU13CATION

"~Lifelong Learning for Self-Sufficiency" was the theme of the mini-
conference. endorsed by the White House Conference on Aging held in
Racine, Wis., on November 12-14, 1980. The miniconference was sup-
ported by funds from the Administration on Aging and was cospon-
sored by the Institute of Lifetime Learning of the NRTA-AARP, the
Adult Education Association's Commission on Education for Aging,
the Association for Gerontology in Higher Education, and the Popu-
lation Resource Center.

The miniconference recommendations focused on four areas of self-
sufficiency for the elderly in which education plays a vital role:

-surviving, learning for economic sufficiency.
-coping, learning for practical life skills.
-Giving, learning for community contribution; and
-Growing, learning to become a fuller human being.
Nine strategies were developed by the conference work groups to

strengthen lifelong learning for self-sufficiency among older Ameri-
cans. These include:

-Empowering older Americans themselves to obtain better respon-
siveness from institutions, and to meet their own needs, wherever
possible.

-hlAsing existing institutions, programs, and resources to provide
needed services and support, wherever possible.

-Providing information, counseling and support services.
-Changing negative laws, policies, regulations, or practices.
-Beginning earlier, at midlife or sooner, to prepare individuals for

competent and constructive aging.



-Targeting some programs to meet the needs of the disadvantaged.
-Increasing. public understanding of the problems and potentiali-

ties of older people.
-Conducting relevant research; and
-Alleviating economic barriers to learning for self-sufficiency.
Using these strategies, the delegates to the miniconference pursued

thp prospects of educational opportunities for older Americans in
terms of the four areas of self-sufficiency. Discussion centered on how
the public and private sectors can be encouraged to promote work and
volunteer opportunities for. the elderly, how older persons can be
mobilized for service as a vast human resource, and how their coping
and life skills can be increased for a lifetime of satisfying competency
and productivity.

The recommendations of the miniconference were submitted to the
Technical Committee on Education of the White House Conference
on Aging, which will issue materials and a report for the use of the
delegates to the White House Conference.

E. OumooK FOR 1981

The 1981 White House Conference on Aging, and the emphasis edu-
cation is given in the Conference recommendations, will be an im-
portant indicator of how education for older adults will fare in the
1980's. Rather than have a separate consideration of education at the
Conference, as was done at the 1971 White House Conference. on
Aging, the 1981 Conference will incorporate education in each of the
major topics of discussion.

The 1981-82 sessions of the 97th Congress will be taking up the re-
authorization of one of our major education programs-the Voca-
tional Education Act. Early in the summer of 1980, the Department
of Education developed major policy recommendations for the reau-
thorization, and some attention was devoted to the implications of the
program for older workers, since the act's provisions are aimed at in-
dividuals up to age 65. The new administration's plans and proposals
for vocational education are uncertain, but the House Education and
Labor Committee began oversight hearings in the fall of 1980. The
Senate Labor and Human Resources Committee was planning to
begin hearings on vocational programs early in 1981. As emphasis on
expanding work opportunities for older Americans grows, exploring
the ways federally supported vocational education programs can bene-
fit older persons gains importance.

1981 also marks the reauthorization of the Older Americans Act.
Many education programs for the elderly are sponsored by senior
centers, nutrition sites, and area agencies on aging (AAA's). Organi-
zations representing the elderly and congressional committees are ex-
pected to review the impact of these education services on older Amer-
icans and particularly how efforts by educational institutions, public,
and private organizations can be better integrated to provide older
persons the learning opportunities they seek.

The new administration is expected to review the status of the De-
partment of Education with possible changes in mind. These might
include reduction of the Cabinet-level Department to a subeabinet

73-264 0 - 81 - 16



agency, similar to the National Aeronautics and Space Administra-
tion, or placing Federal education programs within another Depart-
ment, such as the Department of Labor. Any change in the status of
the Department of Education, however, will require congressional
authorization.

II. ELDER ABUSE

A. JOINT CoMMITTEE HEARING

On June 11, 1980, the Senate Special Committee on Aging and the
House Select Committee on Aging conducted a joint hearing on "Elder
Abuse."

The hearing was conducted largely in response to a number of
recent studies and reports documenting The physical, psychological,
and financial abuse of older people by members of their own families.
The major findings of these studies and reports are summarized later
in this section.

During the hearing, cochaired by Senator David Pryor of Arkansas
and Representative Claude Pepper of Florida, testimony was taken
from elderly victims of abuse and experts on the subject.

A typical account of the abuse suffered by many of the victims came
from a 79-year-old Massachusetts woman who told the committee
about the abuse she experienced from her daughter:

Several times she locked me out of the house. One of those
times it was very cold and snowing with ice on the ground.
I had to get to a pay station to call a friend to come and get
me. My daughter's treatment of me kept getting worse.
Always hurting me physically and mentally; kicking me,
pushing me, grappling with me, telling me to get out, at
one time throwing a drawer down the stairs at me, calling
me names, telling me I belonged in a nursing home and why
didn't I go to one. I was not included in family festivities
for any of the holidays. She told me I was senile and para-
noid and my brain was all shriveled up.4

The overwhelming difficulty of combating elder abuse was described
by Dean John J. Regan of Hofstra Law School:

Dealing with the problem of the abused elder presents a
classic case of an age-old tension: How to reconcile society's
desire to protect its vulnerable citizens while at the same time
respecting their civil rights, particularly their rights to lib-
erty, privacy, and autonomy. At stake here are, on the one
hand, the State's right as paren patriae to intervene, and
on the other hand, the individual's right to give informed
consent to the receipt of social and medical services. Pro-
posed legislative solutions must likewise give attention to the
developing constitutional principle that involuntary inter-
vention by government in the lives of its citizens be as little
restrictive of liberty as is consistent with legitimate legisla-
tive goals and the welfare of the individual.5

4 U.S. Congress. Senate and House. Senate Special Committee on Aging and House Select
Committee on Aging, joint hearing on "Elder Abuse," June 11, 1980, Washington, D.C., pp.
17-i.

a Ibid., p. 56.
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As a part of its preparation for the joint hearing on "Elder Abuse"
which was held with the House Select Committee on Aging, the Senate
Special Committee on Aging prepared a summary of the findings of
several studies and reports regarding elder abuse and its causes. These
findings were published in the hearing record of June 11, 1980, and are
reproduced below.

In addition, the Senate Special Committee on Aging conducted a
survey to determine how many States have adopted adult protective
services laws as a means of coping with elder abuse. The results of the
survey, which also explored a number of other issues related to eldei
abuse, are also included in the following section.
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B. ELDER ABUSE: AN OVERVIEW

1. NATURE OF THE ABUSE

LACK OF INFORMATION

There are no statistics to document the scope of parental abuse by adult
children, however, findings of a recent report conducted by the University of
Maryland tend to suggest that elder abuse occurs less frequently than spouse
abuse but as frequently as child abuse (600,000 cases a year on the average).
After completing a 1979 study on elder abuse, Dr. Richard Douglas with the
University of Michigan Institute on Gerontology concluded that maltreatment
of the elderly is a real and complex problem about which too little is known and
too little is being done.

MOST ABUSE IS DONE BY RELATIVES

Abusers are most often relatives of the abused. (Block, Marilyn R. and Sinnot,
Jan D., "The Battered Elder Syndrome," College Park, Md., University of Mary-
land Center on Aging, November 1979.)

MOST VICTIMS ARE WOMEN

In general, the abused elder appears to be severely disabled, older than average
(75+), middle-class woman who is psychologically abused by her own relatives
in spite of attempts to end the abuse by seeking help through normal channels.
Anecdotal accounts suggest that the abused felt trapped in their situation. (Block,
Marilyn R., "The Battered Elder," page 80.)

ELDER ABUSE: A RECURRING EVENT

A study undertaken in Massachusetts by Legal Research and Services for the
Elderly found that elder abuse is a recurring event-70 percent of the surveys
returned to those conducting the study indicated that abuse occurred more than
twice. Further, 40 percent of the victims often received visible injuries. (Berman,
James, et al., "Elder Abuse in Massachusetts: A Survey of Professionals and
Paraprofessionals," Legal Research and Services for the Elderly, June 1, 1979.)

ELDER ABUSE LIKELY TO INCREASE

Situations where an older person is abused by family members are likely to
increase as greater numbers of parents age and require care from their children.
Decreasing fertility and mortality rates mean that there will be more older persons
and fewer children available as possible caretakers. The adult child may be faced
with as many as two sets of grandparents to care for, as well as aging parents.
Further, increased divorce rates increase the likelihood that the caregiver will be

providing the care without the financial or other assistance of a spouse. (Block,
Marilyn R., "The Battered Elder," page 93.)

THREE ASPECTS OF ABUSE/NEGLECT: PHYSICAL, PSYCHOLOGICAL, AND FINANCIAL

The aforementioned Massachusetts study concluded that in 75 percent of the
abuse cases cited, the abuser lived with the elderly person who was victimized.
The abusei was a relative of the elderly victim in 84 percent of the citings. Other
abusers may include staff or operators of foster homes, nursing homes, mental

hospitals, etc. In other cases, mental or physical deterioration may result in older
persons being unable to care for themselves on a day-to-day-basis. Hence the abuse
under discussion here, may be inflicted by: relative., paid caretakers, or the
individuals themselves.

The kinds of abuse or neglect identified by researchers can be categorized as:
physical, psychological, or financial/legal (misuse of assets, etc.).

Findings vary as the most frequent kind of abuse. While the University of
Maryland study found that psychological abuse occurred most frequently, a
study conducted by Elizabeth Lau at the Chronic Illness Center in Cleveland,
Ohio, found that physical abuse was the most frequent. Lau found that almost
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three-fourths of the abuse studied involved physical abuse and over half involved
psychological abuse. Further, the elderly clients in the study generally suffered
from more than one kind of abuse.

ELDER ABUSE JUST ONE COMPONENT OF FAMILY VIOLENCE

While information about elderly abuse is only now becoming available, recent
studies on child abuse and spouse abuse indicate that abuse of the elderly is only
one component of a larger problem; family violence. One expert on the subject
has written that: "* * * the family is by far the most physically violent group or
institution, except for the police or military at war." (Dr. Murray Straus, quoted
in Jones, Jean Yarvis and Fowler, Jan., "Child Abuse: History, Legislation and
Issues," Congressional Research Services, Library of Congress, Washington, b.C.,
December 19, 1979, page 26.)

PROTECTIVE SERVICES: A TWO-HEADED CREATURE-PART SANTA CLAUS AND
PART OGRE

In some instances, a mentally or physically infirm elderly person, who may fear
the social worker or reprisals from a caretaker, refuses to accept essential medical,
social, or other services. Since, unlike a child, an adult is competent until adjudi-
cated otherwise, such a refusal may result in the need for legal intervention in
order to authorize necessary protective services. This legal intervention could
include guardianship, conservatorship (guardian of property), power of attorney,
protective placement, or court-ordered services. This intervention also raises
vital questions as to how much control society should exert over personal liberties:

On the one hand are the ideals of personal choice, individual freedom,
the respect for individual freedom, and the respect for individual differences.
On the other are the principles that society has a duty to protect those unable
to care for themselves and to protect itself from dangerous and destructive
situations. (Regan, J. J. and Springer, C., "Protective Services for the
Elderly." U.S. Senate, Special Committee on Aging, "Protective Services for
the Elderly: A Working Paper," Washington, D.C.: GPO, 1977, page 12.)

Not only do some victims refuse to acknowledge the problem, but many profes-
sionals who want to intervene .cite a lack of legal protection for themselves and
for victims, as well as a lack of shelters, funding services, and other resources.

STUDY STRESSES THE NEED FOR LAW

A 1977 report prepared by Prof. John J. Regan, then with University of Mary-
land Law School, and Georgia Springer, staff attorney, Legal Research and Serv-
ices for the Elderly, National Council of Senior Citizens, cited the "* * * glaring
need for reform of State laws concerning civil commitment, guardianship, and
protective services." (Regan, J. J., "Protective Services for the Elderly," page
13.) It may be that the failure of States to reform laws (or to even address the
problem at all) stems from circumstances similar to those encountered by the
advocates of child abuse legislation: A reluctance to admit that the problems exist:

Ironically, it may very well be the abhorrence of child abuse which has made
it such a slow-moving area of both Federal and State legislation. The very
idea that a parent, who is supposed to love and protect his offspring, could
be responsible for his or her child's injury, or even death, is so repulsive
that many are reluctant to believe it. (Jones, Jean Yavis and Flower, Jan,
"Child Abuse," page 1.)

II. CAUSES OF ELDER ABUSE

STUDIES STRESS NEED FOR COMMUNITY-BASED SUPPORT SERVICES

Burston (1975) views battering of the elderly as a natural consequence of
inadequate services to families who need support for caring for older family mem-
bers. (Block, Marilyn R. and Sinnot, Jan D., "The Battered Elder Syndrome,"
College Park, Md., University of Maryland Center on Aging, November 1979,
page 80.)

The need for community-based services was also highlighted in a recent study
on guardianship funded by the Administration on Aging. The study, issued in
December 1979, stated:

The need for guardianship is clearly related to the extent and quality of
protective services. Given unlimited resources, most elderly now declared in-
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competent and institutionalized could be maintained in the community,
particularly with the use of legal mechanisms less restrictive than guardian-
ship (e.g., representative pavee). (Schmidt, Winsor, C., et al., "Public Guard-
ianship and the Elderly." Tallahassee, Fla., Florida State University Insti-
tute for Social Research, December 1979, page 121.)

In a similar vein, a recent Massachusetts study found that preventive strategies
most often recommended by professionals and paraprofessionals surveyed included
referral to social service agencies, counseling, arrangements for in-home services,
and removal of the victim from the abusive situation. (Bergman, James, et al.,
"Elder Abuse in Massachusetts: A Survey of Professionals and Paraprofessionals,"
Legal Research and Services for the Elderly, page 2.)

Again, a 1977 study on protective services conducted for the Senate committee
concluded that "* * * many tragedies might not occur if legal processes were
geared to the task of obtaining support and services for elderly clients before they
are forced from their homes." (Regan, J. J. and Springer, C., "Protective Services
for the Elderly." U.S. Senate, Special Committee on Aging, "Protective Services
for the Elderly: A Working Paper," Washington, D.C.: GPO, 1977.)

STRESS APPEARS TO BE CAUSE

"Like other abused dependents, elders are most often repeatedly abused by
family members suffering from stress." (Block, Marilyn R., "The Battered Elder"
page 80.)

ABUSIVE PERSON MAY ALSO BE OLDER AND UNDER GREAT STRESS

A study conducted in Cleveland, Ohio, found that as lifespans increase, care-
givers who are themselves elderly, are more common. Community resources are
generally less available to the elderly person cared for by family than to the isolated
individual alone in the community. The result is often unrelenting stress of
constant responsibility placed upon or accepted by a relative malequipped by
personality, other responsibilities, skill, afe, or financial resources, to successfully
cope with the task. (Lau, Elizabeth E., ' Abuse of the Elderly by Informal Care
Providers: Practice and Research Issues," Chronic Illness Center, Cleveland, Ohio,
November 20, 1978, page 10.)

UNEMPLOYMENT APPEARS TO BE ASSOCIATED

A major stress-producing condition within society is unemployment. This is
supported by child abuse literature which indicates that nearly half of the fathers
of abused children were not employed at some point during the year preceding the
abusive act and 12 percent were unemployed at the actual time of the abusive
act. (Block, Marily R., "The Battered Elder," page 12.)

MULTIPLE RESPONSIBILITIES

Persons who found caretaking difficult were often trying to meet the needs of
their spouse and children, as well as the needs of the older relative. (Block, Marilyn
R., "The Battered Elder," page 50.)

SUDDENNESS OF NEED FOR CARE

The extent of the conflict was largely dependent on whether the needs of the
elder person increased slowly or rapidly. A sudden need for care is likely to cause
greater tension, since the caregiver does not have an opportunity to prepare.
(Block, Marilyn R., "The Battered Elder.")

AGEISM

Ageism-prejudices or negative feelings toward old age are prevalent in in-
dustrialized urbanized societies. These societies exclude the aging from continuing
participation and contribution and subtly raise barriers to the availability of
resources and services required:

If we can * * * make life more fulfilling, more positive for the old so that
they remain competent, companionable beings, we will certainly reduce con-
siderably the number of elderly parents who are knocked down or verbally
battered by their own exhausted children. (Block, Marilyn R., "The Bat-
tered Elder.")
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PERSONALITY CONFLICTS, ROLE DEFINITIONS, AND PROBLEMS WITH COPING

Further, conflict between mothers and daughters have been discussed in terms
of personality conflicts which were worsened by the passing of years and failure
to redefine family roles can result in either latent hostility or possible overt vio-
lence. It has also been suggested that conflict between family members and the
aged is most likely in situations where family members, either individually or as
a family unit, have difficulty coping or if the parent is suffering from a chronic
disease. (Block, Marilyn R., "The Battered Elder," page 11.)

ALMOST NO ONE IS IMMUNE

One researcher believes that almost no one is immune to the role of the abuser,
if the discrepancy between situational demands (older person's problems, stress
on caregiver) is great enough, although people vary in the degree to which they
are prone to act in an abusive manner.

C. SURVEY OF STATES ON PROTECTIVE SERVICES

AND OTHER ISSUES

INTRODUCTION

The Senate Special Committee on Aging in March 1980, contacted all Governors
and State legislative committees on aging to obtain information on adult protective
services laws and a number of related issues. The following is a list of questions
contained in the letter and a statement as to why they were asked:

1. THE NUMBER OF STATE ADULT PROTECTIVE SERVICES LAWS

Question: Does your State have a protective services law or has legislation
creating such a law been introduced? If an elderly person in your State will not
consent to the provision of protective services, what legal authority, if any, exists
for requiring the person to accept protective services or protective placement. For
the purposes of this question, protective services are services furnished to an
elderly infirm, incapacitated, or protected person with the person's consent or
appropriate legal authority, in order to assist the person in performing the activi-
ties of daily living, and thereby maintain independent living arrangements and
avoid hazardous living conditions.

Explanation: As indicated earlier in this document, recent studies indicate that
elder abuse may occur as often as child abuse. The fragmented information avail-
able on the topic indicates that States are responding to the problem by enacting
adult protective services laws. The first question was designed to determine which
States have enacted such laws.

2. THE PORTION OF OLDER PERSONS IN STATE MENTAL HOSPITALS

Question: How many persons are residing, either voluntarily or involuntarily,
in your State mental hospitals? What percent of these people are over the age of
60? What percent of these elderly people could be returned to the community if
appropriate support services were available?

Explanation: Protective services workers indicate that one of the major ob-
stacles to dealing with elder abuse is finding appropriate placement for a person
who must be removed from a dangerous situation. Too often the only alternatve
is some form of institutional care.

Generally, the problems faced by protective services workers and courts are
not unlike those faced by families and social workers in trying to place an older
person who may be experiencing mental or physical deterioration. These difficul-
ties with placement were explained in a 1977 report prepared for the Senate Special
Committee on Aging. The report, entitled "Protective Services for the Elderly,"
discussed placement of older persons in institutions:

Although most communities have resources for helping the elderly with
mental and physical infirmities, they have been slow to respond sufficiently to
the needs. This tardiness has exacted a terrible price in human tragedy, not to
mention the exorbitant economic loss to the individual and to society.

The human cost is seen in the appalling condition of the victims. Neglect of
the aging person leads to withdrawal, increasing disorientation, mental
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disturbance, and physical deterioration. For those living in need of care, there
is a constant threat of injury from fire, assault, or accident.

At the same time, the elderly who are beneficiaries of social services may be
at even higher risk of injury or death. When the elderly receive that attention,
this may mean that the social workers and courts will put the client in an
institution where both the enjoyment and length of life are curtailed. In addi-
tion to a shortened life, confinement in an institution usually means loss of
self-esteem, of freedom, and of useful activity.

For families and spouses, especially those without much money, the burden
of caring for a disabled older person can be exhausting emotionally, finan-
cially, and physically. It is as painful to see a loved one decline as it is difficult
to meet their needs, whether or not assisted by community resources. Yet
the family often finds it even more heartbreaking to commit the patient to
an institution.

Present public policies of relying primarily on institutional care without
providing other options are as damaging to society as to the individual
involved.

Noninstitutional alternatives in long-term care are drawing increased attention
at the local, State, and Federal level, as they play a crucial role in either keeping
people out, or assisting with the removal of people from institutions.

In response to studies indicating that the elderly compose a large percent of
those confined to mental institutions, coupled with the growing interest in alter-
natives in long-term care, the States were asked about the portion of elderly
residents in their mental hospitals and about possible placement in the community.

3. LICENSURE OF SMALL, HOMELIKE FOSTER CARE RESIDENCES

Question: Are there any small, homelike foster care residences for adults in
your State? If so, does your State have a law licensing, certifying, or in anyway
regulating these foster homes? Are there foster homes only regulated when they
serve more or less than a certain number of people? If so, please elaborate.

Explanation: This question was asked because homelike residences are an
important form of community-based care in some States.

4. APPROPRIATE ROLE FOR THE FEDERAL GOVERNMENT

Question: In your opinion, what should be the Federal role in protecting older
people from abuse or dangerous circumstances caused by their own mental or
physical decline?

Explanation: Because the elder abuse being explored by the committee occurs
within the confines of the family, the Federal Government must be mindful of
individual and States' rights in trying to deal with the problem. As stated in the
working paper on protective services, cited earlier, protective services laws that
have been enacted by a number of States are part Santa Claus, part ogre:

On the one hand are the ideals of personal choice, indivi,'ual freedom, and
the respect for individual freedom, and the respect for individual differences.
On the other are the principles that society has a duty to protect those unable
to care for themselves and to protect itself from dangerous and destructive
situations.

Aside from the question of individual rights, is the issue of States' rights. How
can the Federal Government best proceed without circumventing the authority
of the States?

STATE RESPONSES CATALOGED

I. STATE PROTECTIVE SERVICES LAWS

Before discussing the responses to the first question, it must be pointed out
that adult protective services laws vary tremendously in scope. There is no clear
guideline establishing what must he contained in a statute, or statutes, before a
State can say it has an "adult protective services law." The committee attempted
to compensate for the absence of a specific guideline by including a definition in
its first question. In reading this section, it should therefore, be kept in mind that
it simply catalogs the States' responses based on the committee's definition (see
Introduction).
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A. Half of the States Have an "Adult Protective Services Law"
Responses indicate that half (25) of the States have what the respondents con-sider an adult protective services law.
Different States, is should be noted, protect different people. Kansas, for ex-ample limits the provision of protective services to people in nursing homes ormedical facilities operated by the State or Federal Government. Other Statescover abuse or neglect of adults who live in the community.
In addition to the 25 States that have adult protective services laws, at leasttwo, Nebraska and Minnesota, have laws that only require the reporting of abuse.No provision is made for the delivery of services. Other States have laws author-izing the provision of services, but do not require reporting.
The master chart, which follows, identifies w'hich States indicated they haveprotective services laws and contains some descriptive information, as well.

B. Most Laws Passed in the Last 5 Years
The respondents were not asked when their State's adult protective serviceslaw passed. But, most volunteered the information. At least 16 of the laws werepassed in the 5-year span from 1976-80; no fewer than 8 of these in 1977 alone.

C. Bills Before Many State Legislatures
Of the States without adult protective services laws, 14 have had adult protectiveservices bills sponsored in their State legislatures, and 4 indicated that legislation isbeing developed.

II. THIRTY PERCENT OF THOSE IN STATE MENTAL HOSPITALS ARE ELDERLY

About 30 percent, 43,365 of the approximately 145,050 people in State mentalhospitals, are elderly. Elderly in this case means age 60 or over. It is likely that itis a conservative estimate, because several States were only able to provide thecommittee with information on the residents age 65 and over.
It should also be noted that the figures provided the committee were not basedon the population of State mental hospitals on one specific date or month. The timeframe during which the figures were collected varies by a period of up to severalmonths. Consequently, these figures should be viewed as estimates.
Not surprisingly, the percent of older people in State mental hospitals variesgreatly: from a low of 1-3 percent in Alaska to approximately 50 percent in Penn-sylvania and Virginia.

The portion of elderly residents who could be discharged if appropriate serviceswere available varies still more: From almost no one in Wisconsin-which haslong emphasized community-based mental health care-to almost all elderlyState hospital residents in other States.

III. VAST MAJORITY OF STATES LICENSE SMALL, HOMELIKE FOSTER CARE RESIDENTS

As the master chart indicates, almost all States have laws requiring the licensureof small, homelike foster care residences for adults. While the name for this kindof facility varies from State to State, they are usually licensed under laws thatare specifically developed for homes serving fewer than anywhere from two to fivepeople.
IV. THE APPROPRIATE FEDERAL ROLE

Generally, the most frequent response indicated that the Federal Governmentcoul, be most helpful by providing additional funding for the implementation ofState protective services programs. In many cases, the importance of increasetitle XX funding was stressed.
The respondents also stressed the need for the Federal Government to encourage-

or even mandate-States to enact protective services laws.
The need for information and training in the area was frequently mentioned, and

suggestions were also made for policy changes.
The following outline summarizes States' comments on the appropriate Federalrole. It is interesting to note that many of the comments are equally applicable forState government action.
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I. Need for money: ResponseStates
A. To fund protective services programs in States ------------- 8
B. To expand other in-home services ---------------------- 3
C. To create shelters -------------------------------------- 2
D. To fund research and demonstration projects -------------- 1

II. Need for State protective services laws:
A. Encourage States to develop protective services legislation -- 3
B. Mandate States to develop and enact protective services

legislation ------ ------------------------------- 5
C. Specifically mentioned national approach similar to that used

in child abuse --------------------------------------- 2
D. Develop model protective services legislation --------------- 4
E. Establish uniform guidelines or standards for the provision of

protective services ------------------------------- 3

III. Need for information:
A. Federal Government to provide technical assistance/training- 4
B. Federal Government to establish clearinghouse ------------- 3
C. Need to educate puiblic ---------------------------------- 2

IV. Policy changes:
A. Allow title XX to offer services on an emergency basis for a

limited time, regardless of income -------------------- 1
B. Expand rights of elderly boarding home residents to be as

broad as nursing home residents (i.e., ombudsman pro-
gram) --------------------------------------------- 2

Number of States giving this response.
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D. LEGISLATIVE FoLuowur

When considering the Domestic Violence, Prevention and Services
Act of 1980 (S. 1843), on September 4, the Senate adopted an amend-
ment offered by Senator John Heinz of Pennsylvania, to fund a study
on the nature and incidence of elder abuse. The study was to have
been conducted by the Secretary of the Department of Health and
Human Services and delivered to Congress within 18 months, along
with any recommendations deemed appropriate.

While the House approved a conference report that worked out
differences between the House and Senate versions of the domestic
violence legislation, the Senate never acted on the compromise. As a
result, the legislation died when the 96th Congress adjourned in
December.

Representative Mary Rose Oakar of Ohio introduced H.R. 7551
on the same day as the aforementioned joint hearing on "Elder Abuse"
(June 11, 1980). Her bill would create a National Center on Adult
Abuse and provide financial assistance for programs for the pre-
vention, identification, and treatment of adult abuse, neglect, and
exploitation.

H.R. 7551 would establish a National Center on Adult Abuse sim-
ilar to the National Center on Child Abuse and Neglect and the Office
of Domestic Violence. This center would compile an annual research
summary, act as an information clearinghouse, provide technical as-
sistance, conduct research, and award grants for demonstration or
service programs and projects.

H.R. 7551 was referred jointly to the Committees on Interstate
and Foreign Commerce, and Education and Labor, but was not con-
sidered by either committee before adjournment of the 96th Congress.

III. FOOD STAMPS

The second session of the 96th Congress be n and ended with noti-
fications to the Congress by the Secretary of 'riculture that the food
stamp program was in financial trouble and nefits would have to
be terminated for several months unless supplemental appropriations
were approved. Plagued by soaring food prices and expanding bene-
fit rolls due largely to a higher rate of unemployment, the program's
spending caps for both fiscal years 1980 and 1981 had to be legisla-
tively increased.

The eligibility rolls increased to 22 million persons by the end of
1980. Of these 22 million, the U.S. Department of Agriculture
(USDA) estimated that approximately 7.6 percent or 1.7 million
persons, were aged 60 and over. Early USDA figures on enrollment
data after the elimination of the purchase requirement (amount pre-
viously charged for coupons) show that elderly participation increased
approximately 32 percent as compared to 14 percent for nonelderly
recipients. This increase in elderly participation was attributed to the
elderly's inability to buy their way into the program in the past when
a substantial amount was required to purchase the coupons.6

Public Law 95-311 enacted in 1977 eliminated the purchase requirement. However, final
regulations governing this change were not issued until late 1978 and 1979 and, therefore,
descriptive data on the impact are only now being collected. A more detailed USDA reporton the impact of eliminating the purchase requirement is expected in February 1981.



A. FOOD STAMP AMENDMENTS OF 1980

The Food Stamp Act Amendments of 1980 (Public Law 96-249)
were signed into law on May 26, 1980. Major provisions of the new
amendments included increasing the spending cap to $9.49 billion for
fiscal year 1980 and $9.7 billion for fiscal year 1981. Modifications
aimed at curtailing food stamp spending increases were also added.

Changes in the food stamp program affecting elderly participants
are described below:

-Public Law 96-249 eliminates the twice-a-year cost-of-living in-
creases in the benefit levels, standard deduction and the excess
shelter deduction, and authorizes an annual increase to be ad-
justed in January of each year.

-The law reduces the assets limitation from $1,750 to $1,500 per
household except for households with two or more persons with
an elderly person whose limitation shall remain at $3,000.

-States have the option of determining program eligibility on a
retrospective rather than prospective basis. This option allows the
food stamp office to use one's previous month income for determi-
nation instead of income estimated for upcoming months, which
will assist States in reducing the error rate in benefit and eligi-
bility determinations and thus save dollars.

-Recipients are allowed to disregard income received as energy
assistance payments as countable income.

-The law exempts vehicles used for transporting physically handi-
capped individuals from being c6Aitd as assets.

-The special medical deduction for elderly persons is expanded by
allowing persons 60 and over aid'tihe'disabled to deduct all allow-
able medical expenses above $28 a 'month when determining their
net income for program eligibility and benefit level. The special
deduction was also expanded to cover medical expenses of spouses,
regardless of age or physical condition.

-Households whose members are all recipients of SSI can apply
for participation in the food stamp program by filling out simple
application forms in local or district Social Security offices.

-The 1980 amendments require disclosure of certain information
regarding taxes from the Social Security Administration and
unemployment offices to the USDA and State food stamp offices
to determine food stamp eligibility.

-Several provisions are incuded in the new law which provide
incentives for States to reduce their error rate and thus save mil-
lions of dollars. In addition, penalties are prescribed for States
which fail to reduce their error rate below the national rate within
a given period of time.

B. FuNnmNo PnoBLEms oF 1980

In 1977, Congress authorized and extended the Food Stamp Act
through fiscal year 1981 (Public Law 95-311). At that time, the Con-
gress and administration made projections for the program through
1981 in order to set spending caps for the program.

By early 1980, it was evident that food prices had risen three times
higher than projected for 1980 and the unemployment rate of 7 per-
cent was approximately a percentage point above earlier projections.



Therefore, it was crucial for the Congress to provide supplemental
appropriations for the program or face the program's inability to
provide benefits for the last few months of the fiscal year. In May
1980, Public Law 96-423 provided for an additional $2.6 billion to
bring the total available for the program to $8.8 billion. However, by
June it became apparent that additional funding would be needed to
continue benefits through September 30, 1980. Congress was forced
to approve an additional $400 million to the program bringing the
total 1980 appropriation to $9.2 billion (Public Law 96-304).

This was not the end. During the final hours of the 96th Congress
it again became apparent that the $9.7 billion approved for fiscal year
1981, would be insufficient to cover projected benefits for the whole
year. Debate in the Senate resulted in nothing substantial, but it is in-
dicative of the problem which will continue to plague the 97th
Congress.

IV. CRIME AND THE ELDERLY

A. THE PROBMA

There is a substantial body of evidence suggesting that the elderly of
this country are the least likely age group to be victimized by crime.
It is generally recognized, however, that there is a certain distinctive-
ness about the elderly as crime victims. Various demographic trends
in this country project the ballooning of the elderly population over
the course of the next 50 years, from 11 percent of the present popula-
tion to a possible 22 percent of the population by the year 2030.' The
sheer numbers of older people in the United States demand an ex-
amination of this problem and the characteristics of older Americans
which set them apart from the total crime picture. Some of these dis-
tinctive features include the following factors:

-The economic impact of crime on elderly victims is generally more
severe than on younger people. Many older people live on fixed,
relatively low incomes, and they have little hope of recouping fi-
nancial loss through future earnings.

-Older people are more likely to live in high-crime neighborhoods,
because of either limited income or reluctance to leave inner-city
neighborhoods in which they have lived for so long. The elderly
may choose to live at risk in unsafe surroundings because they find
the familiar setting comfortable in a world that seems to change
daily. Elderly people are also more likely to live alone.

-The natural handicaps of aging make the elderly obvious targets
for criminals. Often unsteady and slow moving, they can easily
be pushed off balance and fall. Hearing and vision impairments
render an older person more susceptible to surprise attack.

-Since older people tend to be concentrated in inner-city neighbor-
hoods, often separated from family members, they rely on public
transportation. or walk to carry on the essential tasks of everyday
living.

-It is common knowledge on which days social security checks are
mailed and received. At this time of the month, seniors are more
likely to be carrying around large sums of cash, thereby increasing
their vulnerability.

U.S. Bureau of the Census. "Current Population Reports," series P-23, No. 59, and series
P-25, No. 704.



Possibly the best indicator of the incidence of criminal activity is
the National Crime Panel, which is a program established by the Law
Enforcement Assistance Administration to develop information not
otherwise available on the nature of crime and its impact on society,
by means of victim surveys of the general population. Data collected
by the National Crime Panel (NCP) has two distinct advantages over
crime statistics compiled by the Federal Bureau of Investigation
(FBI). NCP surveys are the only studies of crime at the national
level which keep statistics on a uniform basis. The FBI statistics are
an assorted accumulation of facts kept by thousands of law enforce-
ment agencies across the country. This makes comparison of raw data
virtually impossible because criteria for gathering this information is
not uniform. Second, within each locality surveyed, NCP samplings
are made of household and commercial establishments representative
of the area, in order to elicit information about experiences, if any,
with certain crimes of violence and theft. Events that were not reported
to the police are included, providing a more complete picture of actual
victimization rates.8

The victimization studies show that the highest rate of victimiza-
tion occurs in the young age groups, with each older group having
progressively lower rates. Persons 65 and older have the lowest rates,
especially for violent crimes such as rape, robbery, and assault, being
victimized at a rate of 9 per 1,000 persons age 65 and over. The com-
bined victimization rate for all three crimes for the general population
was 34 per 1,000. A summary of the pertinent data from the victimiza-
tion survey is shown in the following table:

TABLE 1.-PERSONAL AND HOUSEHOLD CRIMES: VICTIMIZATION RATES FOR THE GENERAL AND ELDERLY
POPULATIONS

General population I Elderly population 2

Percent change Percent change

Type of crime 1973 rate 1973-74 1974-75 1973 rate 1973-74 1974-75

Personal crimes:
Crimes of violence ------------------------- 34 +1.5 -0.4 9 +5.5 -13.5

Rae.---------------------1 +4.3 -7.1 32 +66.7 -70.0
Robey--------------------7 +6.4 -5.6 5 -21.6 +10.8

W ith iniury ---------------------------- 2 +.4 -9.0 2 +3.8 -36.8
Withut injury------------------------- 5 +9.6 -4.0 3 -36.7 +57.1

Assault --------------------------------- 26 +. 1 +1.5 4 +46.0 -30. 5
Aggravated ---------------------------- 10 +3.3 -7.4 1 +46.2 .6. 5
SImpl---------------16 -2.2 +7.8 2 +45. 9 -41.8

Crimes oftheft--------------------------------- 93 +4.2 +1.0 23 -. 9 +11.9
Personal la rceny with contact----------------- 3 +1.6 -1.0 4 +5.5 -4.9
Personal larceny without contact-------------- 90 +4.3 +1.0 19 -3.2 +15.1

Household crimes:
Burglary------------------------------- 93 +1.3 -1.3 55 -1.2 -1.0
Hs.hd larceny ------------------------ 109 +15.6 +1.5 48 +22.5 +1.3
Motor vehicle theft------------------------ 19 -1.7 +4.0 5 +5.6 +8.6

I Rates for personal crimes are per 1,000 persons age 12 and over. Rates for household crimes are per 1,000 households.
2 Rates for person I crimes are per 1,000 persons age 65 and over. Rates for household crimes are per i,000 households

headed by persons age 65 and over.
3 Less than 0.5 per 1,000.
Source: U.S. Department of Justice, Law Enforcement Assistance Administration, Criminal Victimization in the United

States, 1973 (tables 2, 4 and 16). U.S. Department of Justice, Law Enforcement Assistance Administration, Criminal Victim-
ization in the United States, A Comparison of the 1973 and 1974 Findings (tables 1, 4, 8 and 9). U.S. Department of
Justice, Law Enforcement Assistance Administration, Criminal Victimization in the United States, A Comparison of the
Findings (tables 1, 4 8 and 9).

0 U.S. Department of Justice. Law Enforcement Assistance Administration. "Programs
for Senior Citizens," February 1978.
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In only one crime category-personal larceny with contact, which
includes "street crimes" such as purse snatching and pickpocketing-
are older persons victimized at a greater rate than the general popula-
tion. Additional survey findigs of the National Crime Panel indicate
that the elderly are slightly more likely to be injured as the result of
criminal activity which manifests itself in a higher rate of hospitali-
zations for persons 65 and older.

TABLE 2.-PERCENT OF VICTIMIZATIONS IN WHICH VICTIMS SUSTAINED PHYSICAL INJURY, BY AGE OF VICTIMS
AND TYPE OF CRIME, 1977

Robbery and
Age assault Robbery Assault

12 to 15....---------------------------------------------- 31.2 24.4 32.9
16 to 19---------------------------------------------- 31. 6 33.0 ?1. 4
20to24 ..--------------------------------------------- 31.7 40.6 27.1
25 to 34------------------------------------------------- 26.9 41.3 4. 3
35 to49------------------------29.0 31.3 ' .3
!0 to 64.------------------------------ ---------------- 25.5 31.3 22. 5
65 and over.... ------------------------------ 35.3 57.5 16. 6

Source: U.S. Department of Justice, Law Enforcement Assistance Administration, Criminal Victimization in the United
States, 1977 (table 67).

TABLE 3.-PERCENT OF VICTIMIZATIONS IN WHICH VICTIMS RECEIVED HOSPITAL CARE, BY AGE OF VICTIMS
AND TYPE OF CRIME, 1977

Crimes of
Age violence Robbery Assault

12 to 19.. ..----------------------------------------------- 6. 4 6.2 5.8
20 to 34.-------------------------------------------------- 7.4 10.0 6.7
35 to 49. . . ..----------------------------------------------- 9.0 7.3 8.8
50 to 64.-.------------------------------------------------ 8. 5 7.6 9.0
65 and over---------------------------------------------8. 1 14.9 2.7

Source: U.S. Department of Justice, Law Enforcement Assistance Administration, Criminal Victimization in the UnitAd
States, 1977 (table 71).

The data also indicates that there is a positive correlation between
increased age and chance of victimization at the hands of strangers.
In 82 percent of the surveyed crimes of violence against elderly per-
sons, the offender was identified as a stranger, compared to 66 percent
among victims in the general population.

Taken as a whole. the survey findings would indicate that older per-
sons are no more "at risk" than are younger age groups. However, these
statistics can in no way minimize the severity of the impact of crime
on the elderly-the fear, apprehension, and terror that foster a fortress
mentality, keeping many older persons virtual prisoners in their own
homes and apartments. Considering the total age distribution, it is
indeed paradoxical that while senior citizens are the least likely age
group to be victimized. they tend to express the highest level of fear.9
A recent study conducted at Pennsylvania State University with fund-
ing from the Andrus Foundation of the American Association of Re-
tired Persons, revealed that 8 percent of 2,000 elderly citizens surveyed
said they actually cross the street or change their direction of travel

9 Cook, et al., "Criminal Victimization of the Elderly," Gerontologist, August 1978.



just to avoid teenagers and restrict their activities to morning or early
afternoon hours to stay clear of school-age hoodlums.o

For older people, fear of victimization is probably the most debil-
itating aspect of crime. This theory is supported by a number of re-
searchers who feel that while the fear of crime among the elderly is
real and pervasive, this fear is even more of a problem than actual
victimization. In early 1974, the National Council on Aging commis-
sioned Louis Harris & Associates to conduct a comprehensive national
survey on the problems of the elderly. Their survey showed that the
elderly ranked "fear of crime" as the most serious problem confront-
ing them; 23 percent of those over 65 said that fear of crime is a "very
serious problem" for them personally, while poor health elicited a 21
percent response rate. 1x In 1972. the National Retired Teachers Asso-
ciation/American Association of Retired Persons (NRTA/AARP)
in conjunction with the University of Michigan, conducted a national
survey of 4,500 elderly people to determine their needs and concerns.
The survey indicated that fear of crime ranked second, following only
inadequate food and shelter. In 1973, NRTA/AARP and the Uni-
versity of Southern California undertook a second national survey of
77,000 elderly people. Again crime was ranked as the second item of
greatest concern, following food and shelter.12

Virtually all surveys on the fear of crime indicate that women
have a higher rate- of. fear than men, that elderly blacks are more
afraid of crime than elderly whites and that central city residents have
a significantly higher fear of crime in their immediate neighborhoods
than do residents of an urban .middle class municipality or a sub-
urban retirement community.3 Robert J. Smith notes, in "Crime
Against the Elderly: Implications for Policymakers and Practition-
ers," that residence in an inner-city setting is one characteristic of
older people that causes them to become targets of criminals. The
elderly city resident, cognizant of their heightened vulnerability, re-
sponds by withdrawing from the fearful environment and remaining
behind locked doors. The net result is an obvious reduction in victimi-
zation but also a less apparent diminution in the quality of life.

B. VIcuim AsisTANCE LEGIsLATION

The primary legislative thrust in the 96th Congress with respect
to crime and the elderly was in the area of victim compensation. This
trend has resulted from a growing interest in providing compensa-
tion for the innocent victims of crime through programs financed by
the Federal and/or State governments.

A recent study by the Center for Criminal Justice and Social Policy
at Marquette University examined the needs and problems of citizens
in their roles as victims and witnesses, both in relation to the criminal
act and citizen participation in the criminal justice system. The study

to Godbey, Geoffrey, Crime Control Digest, Mar. 3, 1980.
11 Harris, Louis & Associates, Inc., "The.Myth and Reality of Aging in America," Wash-

ington. D.C., National Council on Acing, 1975, p. 31.
1s U.S. Congress. House. -Select Committee on Aging, Subcommittee on Housing and Con-

sumer Interests. "In Search of Security: A National Persuective on Elderly Crime Victimil-
zation." committee print, committee publication No. 95-8, Washington, U.S. Government
Printing Office, 1977, p. 38. 1

Is Sundeen, Richard A. and James T. Mathieu, "The Fear of Crime and Its Consequences
Among Elderly in 3 Urban Communities," he Gerontologist, vol. 16, June 1976, p. 218.



found that victims frequently incur a number of financial costs not
reimbursed by insurance. The average nonreimbursed medical costs
for 300 victims experiencing physical injury was about $200. The aver-
age noninsured costs for property replacement and repairs was $373
as a result of a crime-related incident. While nearly two-thirds of vic-
tims are likely to have some insurance protection, one-third, largely
in the lower income population, do not.

At least 27 States have enacted programs to compensate victims
of violent crimes. These programs vary widely in the type and ade-
quacy of benefits provided. In addition, many States are facing serious
budgetary problems making it difficult to begin or continue fund-
ing victim compensation programs. As a result, the propriety, desir-
ability, and feasibility aspects of such programs have been questioned.

Proponents of governmental compensation for crime victims base
their arguments on various rationales. One justification is "society's
failure to protect." This theory holds that when an individual has
been injured by a criminal act, society has failed to carry out its
responsibility to protect that person. A second theory behind crime
victim compensation programs is the need to combat the individual
citizen's sense of alienation and anger at society and to encourage
citizens participation with law enforcement agencies. Finally, pro-
ponents argue that if there is Federal interest in helping States pre-
vent crime, to apprehend and imprison criminals, and to house and
facilitate the rehabilitation of prisoners, then there also should be
Federal interest in helping States to assist the victims of those
criminals.

Opponents of Federal assistance to State victim compensation pro-
grams argue first that although compensating crime victims can be
a legitimate governmental activity, such programs are essentially
charitable in nature and not the result of any absolute governmental
liability to its citizens. Second, since the Federal Government has no
responsibility for the enforcement of a State's criminal laws, it there-
fore has no responsibility for compensating its victims.

Opponents are also concerned about the long-range costs of such a
program. The Judiciary Committee, in reporting the Victims of Crime
Act of 1979, estimated that the cost to the Federal Government would
be $13 million in fiscal year 1981, $16, $17, and $18 million in fiscal
years 1982, 1983, and 1984, respectively. The LEAA issued a report
concluding that total costs for a national program could range from
$144 million to $261 million. 4

In the 96th Congress, legislation was introduced by Senator Edward
M. Kennedy, then chairman of the Senate Judiciary Committee, and
by Representative Peter Rodino, chairman of the House Judiciary
Committee (S. 190/H.R. 1899). Following markup of H.R. 1899 by the
House Subcommittee on Criminal Justice, a clean bill (H.E. 4257)
was introduced and favorably reported by the full Judiciary Commit-
tee on February 13, 1980 (H. Rept. 96-753).

S. 190 and H.R. 4257, as reported, were substantially similar. Both
would have provided grants to qualifying State victim compensation
programs in an amount equal to 25 percent of the cost of compensating

14 McClure, Barbara, "Crime: Compensation for Victims," Congressional Research Serv-
ice, Library of Congress Issue Brief No. IB74014.



victims of State offenses and 100 percent of the cost of compensating
victims of Federal offenses. Neither would have provided funds foradministrative costs and certain other expenses. The maximum awardto any one victim or dependents reimbursable under the Senate billwould have been $35,000; the maximum reimbursable award underthe House bill was $25,000. The Senate bill would have prevented
States from basing eligibility for compensation on the financial means
of the claimant; the House version had no such requirement.

Major legislation to reform the Federal criminal code (S. 1722)would also have established a program to compensate victims of crimeover which Federal jurisdiction exists. The Handgun Crime ControlAct of 1979 (S. 1936/H.R. 5823) would have provided for Federalgrants to State victim compensation programs for benefits paid forpersonal injury and death resulting from handgun crimes.
Unfortunately, none of the above-mentioned legislative measureswere approved by the 96th Congress.

C. CommrrrEE HEARING ON CIUME AND THE ELDLrY
On June 23, 1980, Senator Pete V. Domenici, then ranking minoritymember of the Senate Special Committee on Aging, held a hearingin Albuquerque, N. Mex., entitled, "Crime and the Elderly: WhatYour Community Can Do." The hearing was designed to increase pub-lic awareness of the impact of crime on the elderly and to help identifyissues for both the reauthorization of the Older Americans Act andthe White House Conference on Aging in 1981. Senator Domenicinoted that:

There is no question in my mind that criminal victimization
remains a continuing problem for older Americans. When weconsider older persons and crime, two key factors come intoplay-first, the elderly person's heightened vulnerability, andsecond, the fear that flows from awareness of their condition.There is no section of the Older Americans Act that directs itsattention to the subject of crime and the elderly. There is nosection that directs its attention to local law enforcementtraining, community participation, volunteerism by seniorcitizens in crime prevention and crime information. I urgethose of you present today to give some real thought to thefeasibility of includmg a section in the Older Americans Actthat focuses on this aspect of the serious problem that youhave talked about here today-the suggestion inherent in yourdiscussion-better use of senior citizens in helping otherseniors.

Participants included State and local aging professionals, law en-forcement officials, and elderly citizens who related their own experi-ences as victims of crime. In conjunction with and following the hear-ing, the National Retired Teachers Association/American Association
of Retired Persons, the New Mexico Law Enforcement Academy, andthe New Mexico State Agency on Aging sponsored a training work-shop to promote greater sensitivity to the special needs of older Amer-icans and to explore, in detail, practical, preventive measures for im-plementation on a statewide or local level. These included:



(1) Providing escort services.
(2) Instituting neighborhood watches/volunteer patrols.
(3) Providing home security improvements.
(4) Designing new public housing to help reduce the incidence of

crime; and
(5) Providing special training to police to sensitize them to the

needs of older people.

D. DisANrNG Ti LAw ENFORCEMENT ASSISTANCE ADMINISTRATION

The Law Enforcement Assistance Administration (LEAA) was
established 12 years ago in an effort to coordinate the Nation's ineffec-
tive and disorganized anticrime efforts. Since that time, the LEAA
has spent over $7.5 billion in helping State and local officials fight
crime-apparently to little avail. In a move reflecting a new wave of
fiscal austerity, Congress cut LEAA's budget as part of its attempt to
balance the budget. Its main component-grant programs to the
States-was wiped out completely, from more than $400 million to
zero.

Critics of the LEAA cite its inability to reduce crime, its lack of
strong leadership, goals and standards of performance, wasteful spend-
mg, and its impetus to a vast new bureaucracy of "criminal justice
planners." Two years ago, the Government Accounting Office (GAO)
issued a report, noting that LEAA initiated over 100,000 projects that
were, at best, wasteful and frequently illegal. A recent Criminal Jus-
tice and the Elderly Newsletter (spring 1980), on the other hand,
noted that organized elderly in particular have applauded LEAA's
support of two major reforms: Programs of community crime preven-
tion and victim assistance programs-neither one of which existed
prior to LEAA's creation-and that both programs are making sub-
stantial headway in reducing the devastating effects of criminal activi-
ties. In addition, even though the LEAA spent more than $7 billion
dollars over the course of its 12-year history, this amount is less than
5 percent of all criminal justice spending.

President Nixon made the alarming crime statistics a major issue
during a time when America was witnessing increased restlessness and
riots in major cities. In fact, one of LEAA's first grants was for riot
control equipment for police.

The agency was never able to escape its image as a wasteful
bureaucracy that funded armored cars, night sticks, and tear
gas, but did nothing to lower the crime rate.15

With the era of agitation apparently in the past, Congress diverted
LEAA moneys to programs with rather weak constituencies such as
prisons, social programs, and the court system-each focal point clear-
ly failing to deter crime trends. In 1980, when the Office of Manage-
ment and Budget sent out word to the various departments that budget
cuts were necessary, the Department of Justice had only one grant
program to turn to-the Law Enforcement Assistance Administration.

1 5Babcock, Charles R., the Washington Post, "By Bite and Pieces, a Crime-Fighting
Program Nears Extinction," Nov. 29, 1980, p. AS.



At present, the agency has nearly $1 billion appropriated to various
State and local agencies which will continue to fund certain programs
until that money is exhausted. A few programs initiated by the LEAA
will remain functional even after LEAA funds are no longer avail-
able. These programs include juvenile justice, research, and statistics-
gathering programs.

V. CETA-COMPREHENSiVE EMPLOYMENT AND
TRAINING ACT

Prior to 1973, a number of categorical federally controlled employ-
ment programs were authorized by the Manpower Development and
Trainng Act (MDTA) and the Economic Opportunity Act (EOA).
In 1973, with the passage of the Comprehensive Employment and
Training Act (CETA), most of these programs were combined into
a single-block grant which transferred responsibility for administra-
tion to State and local governments.

The 95th Congress reauthorized this legislation as the Comprehen-
sive Employment and Training Act Amendments of 1978 (Public Law
95-524). Section 2 of the act presented a statement of purpose as
follows:

It is the purpose of this act to provide job training and
employment opportunities for economically disadvantaged,
unemployed, or underemployed persons which will result in
an increase in their earned income, and to assure that train-
ing and other services lead to matinum employment oppor-
tunities and enhance self-sufficieniiby establishing a flexible,coordinated, and decentralized sysiem of Federal, State and
local programs. It is further the n-pose of this act to provide
for the maximum feasible coo tion of plans, programs,
and activities under this act with economic development, com-
munity development, and related activities such as vocational
education, vocational rehabilitation, public assistance, self-
employment, training, and social service programs.

Under the administrative provisions of this act, funds flow from the
Secretary of Labor to "prime sponsors." A prime sponsor under this
act may be a State; a unit of general purpose local government which
has a population of 100,000 or more persons; any consortium of units
of general purpose local government which include a qualifying unit
of general purpose local government; and, any unit of general purpose
local government or any consortium of such units, without regard to
population, which may have exceptional circumstances as determined
by the Secretary of Labor. Prime sponsors receive funds from the Sec-
retary of Labor based on a comprehensive employment and training
plan.

A. OLDER WORKERS UNDER CETA
The 1978 amendments, and subsequent regulations to implement

these amendments, provided a greater focus on the employment pirob-
lems of older workers. Title II, the new authority for employment and



training programs, provides that the Secretary of Labor shall insure
that prime sponsors plans contain procedures for services to be pro-
vided to individuals who are experiencing handicaps in obtaining em-
ployment, including those who are 55 years of age and older.

Under the provisions of the Older Workers Initiatives (title II,
section 215), the DOL, through prime sponsors, was charged with
implementing programs to develop work modes, making it possible
for older workers to remain on the job, as well as providing retraining
and other support activities.

Title III of the amendments provides broad authority for research
and training policies and programs to focus on assuring older workers
a more equitable share of employment and training resources to reflect
their importance in the labor force. Section 308 of this title provides
that the Secretary shall:

-Develop and establish employment and training policies and pro-
grams for middle-aged and older workers which will reflect the
appropriate consideration of these workers' importance in the
labor force and lead to a more equitable share of employment and
training resources for middle-aged and older workers.

-Develop and establish programs to facilitate the transition of
workers over 55 years of age from one occupation to another with-
in the labor force.

-Conduct research on the relationships between age and employ-
ment and insure that the findings of such research are widely
disseminated in order to assist employers in both the public and
private sectors to better understand and utilize the capabilities of
middle-aged and older workers; and

-Develop and establish programs to develop methods designed to
assure increased labor force participation by older workers who
are able and willing to work, but who have been unable to secure
employment or who have been discouraged from seeking
employment.

Title VII, Private Sector Opportunities for the Economically Dis-
advantaged, also requires employment and training opportunities for
special groups such as middle-aged or older workers who have been
unable to locate suitable employment. The title requires that such
opportunities be available by prime sponsors on an equitable basis
among segments of the eligible population. It further states that con-
sideration must be given to the relative numbers of eligible persons in
each such segment.

Despite the mandates of the CETA legislation, and the assertions by
DOL that persons in all working age groups participate in activities
under CETA, Congress has continued to express concern that the
CETA program is not responsive to the needs of older workers. This
concern was underscored in a 1978 study by Schram and Osten.' In
this assessment of the impact of CETA on the problems of the older
worker, the authors examined CETA's history, options and authority
arriving at the following conclusions:

-Analysis of CETA data reveals that relatively few older people
are served by the program, despite the long-term unemployment

* AgIng and Work, vol. 1, No. 8, summer 1978.
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suffered by the group. CETA criteria for distributing public jobs
emphasize youth through special consideration of veterans, wel-
fare recipients, and manpower trainees; and

-The authors find major systemic factors within the CETA pro-
gram that encourage local prime sponsors to understate the needs
of the aging population, concluding that there is a need for sub-
stantial changes in CETA if the older worker is to be served
effectively.

An examination of participation figures provided by DOL for fiscal
years 1979 and 1980 reveal that only a small percentage of prime spon-
sors provide special programs for older persons and that the percent
of workers age 45 or older has declined under some titles. For example,
under section 215, DOL reports that 89 prime sponsors provide special
programs for approximately 12,000 older persons in 135 projects. The
89 prime sponsors which developed these special programs represent
only 19 percent of the 473 fiscal year 1980 prime sponsors. Therefore,
the data indicates that a substantial portion of the prime sponsors do
not intend to operate programs designed for older workers. However,
it should be noted, that some older workers are served by prime spon-
sors through regular CETA programs. Participation data from these
programs are collected on an age "55-plus" category which almost pre-
cludes accurate determination of the numbers of older persons
employed in regular CETA programs.

In the fiscal year 1982 budget materials published by DOL, the fol-
lowing tables provide socioeconomic characteristics of persons en-
rolled in CETA programs during fiscal year 1979 and fiscal year 1980.
All tables show a decline in the number of participants in the 45 and
over age bracket during this time frame.

COMPARISON OF ENROLLEE CHARACTERISTICS BETWEEN 1979 Al 1980 TITLE II-A, B, AND C

Characteristics 1979 1980

Sex: .
Male (percent)..--. --------------- --------------------- 47. 1 47. O
Female (percent) -------------------------------------------------- 52.9 53.0

Age:
Under 22.. . . . . ..------------------------------------------------------- 47.9 48.2
22 to 44.----------------------................ -.. - ---- 44.9 45.3
45 and over.------ .-- ...- ----- 7.2 6.5

Education:
11 or less. . . . . ..------------------------------------------------------- 47.5 49.1
12 and over ----------------------------------------------------- 52.5 50.9

Economically disadvantaged. ...--------------------------------------------- 90.0 98.2

COMPARISON OF ENROLLEE CHARACTERISTICS BETWEEN 1979 AND 1980, TITLE II-D

fin percentl

1979 1980

Economically disadvantaged.----------------------------------------------- 96
Female------------------------------------------------------------- 48...
21 or younger---------------.----------.------------------------------- 23 26
45orolder--------------------------.--------------------------------14 12
Handicapped------------------------------------------------------------ 5 6
on pbi assistance------------------------------------------------------ 22 27
Less than high school education ------- ........----------------------- 28 33
Black----- --...... ........-.-.---.. -.-.. ---. --.. -.-. ---....... 29 33
American ladian or Alaskan Native....... -.-....................... 1 2
Hispanic--------------------------------------------------------------- 13 13



COMPARISON OF ENROLLEE CHARACTERISTICS BETWEEN 1979 AND 1980, TITLE VI
[In percantl

1979 1980

Economically disadvantaged. ..----------------------------------------------- 86 90
Female. . . . . ..------------------------------------------------------------- 43 45
21 or younger. . . . . ..-------------------------------------------------------- 22 24
45 or older.. . . . ..---------------------------------------------------------- 15 14
Handicapped. . . ..---------------------------------------------------------- 4 5

B. REAUTHORIZATON OF TTE VII

Title VII, first drafted as a provision of the 1978 CETA Amend-
ments, established a private sector initiative program (PSIP) de-
signed to encourage prime sponsors to work more closely with local
private employers, organized labor, community-based organizations
and educational agencies to experiment with approaches which would
place disadvantaged persons in private sector employment.

On March 12, 1980, a bill to amend and extend title VII of CETA
(H.R. 6796) was introduced by Congressman Hawkins. The House
Committee on Education and Labor, to which the bill was referred,
favorably reported the bill out of committee on May 15.

The House Committee on Education and Labor, in their report
(H. Rept. 96-985) accompanying H.R. 6796; addressed problems that
older workers encounter with CETA and charged DOL as follows:

The committee reminds the Department of Labor of its
obligations to insure that the CETA program better respond
to the needs of older workers, whether it be in title VII or
elsewhere.

The report also indicated both DOL and the prime sponsors regard-
ing programs for older workers with the following statement:

Despite the mandates of the 1978 CETA Amendments
which called on prime sponsors to establish programs specif-
ically for older workers, as of March 1980, only 89 of 473
prime sponsors had, in fact, established such programs. This
represents less than 20 percent. The CETA program cannot
continue to ignore the older worker. We instruct the prime
sponsors to include older workers in any agreements they
make with private industry under the terms of title VII.

The House passed H.R. 6796 on September 15, the Senate on De-
cember 8, and the measure was signed into law (Public Law 96-583)
on December 23, 1980. With the passage of this legislation, Congress
once again had affirmed support for employment and training pro-
grams for older workers.

Fiscal year 1980 appropriation provided $8.1 billion for CETA
programs. DOL estimates that approximately $260.6 million, or ap-
proximately 3.2 percent, was spent on employment and training for
workers age 55 and over as follows:
Title: Milion

I-B and 0 --------------------------------------------------- $9. 8
II-D ------------------------------------------------------------ 91.6
VI -------------------------------------------------------------- 99.2
III, section 808.-------------------------------------------------- 2.1
III, migrants--------------------------------------------------- 52
III, Native Americans.------------------------ -------------- 2.8


