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PROPOSED FISCAL YEAR 1988 BUDGET: WHAT
IT MEANS FOR OLDER AMERICANS

FRIDAY, MARCH 13, 1987

U.S. SENATE,
SpeciaL COMMITTEE ON AGING,
Washington, DC.

The committee met, pursuant to notice, at 10:05 a.m,, in room
628, Dirksen Senate Office Building, Hon. John Melcher (chairman
of the committee) presiding.

Present: Senators Melcher, Chiles, Shelby, Reid, Heinz, Grassley,
Domenici, Chafee, and Durenberger.

Also present: Max I. Richtman, staff director; Christine Drayton,
chief clerk; Stephen R. McConnell, minority staff director; Chris C.
Jennings, professional staff; Bill Benson, professional staff; Dianna
Porter, professional staff, Annabelle Richards, rofessional staff;
Laura Erbs, minority professional staff; Holly e, legislative cor-
respondent; Craig Obey, legislative correspondent; Jennifer
Bonney, legislative correspondent; and Dan Tuite, staff printer.

OPENING STATEMENT OF HON. JOHN MELCHER, A US. SENATOR
FROM THE STATE OF MONTANA AND CHAIRMAN, SPECIAL
COMMITTEE ON AGING

The CHAIRMAN. The committee will come to order.

This morning we're going to delve into the Administration’s
budget, President Reagan’s budget, and look at those aspects of the
President’s budget that deal with the elderly. I've already done
that, but we want to hear it from the Administration’s witnesses.

Now, I do not expect the witnesses for the Administration to do
anything but attempt—and I really say “attempt” in quotes—to
justify some outrageous suggestions.

Item: Medicare would be cut $5.1 billion.

Item: The Low Income Energy Assistance Program would be cut.

Item: Housing construction for the elderly would be severely cur-
tailed. We'd just about abandon it.

Item: The Older Americans Act could be subject to, at this point,
unknown cuts.

Now, I think it’s right that if you're on a team, the President’s
team, and you're a part of the Administration, you have to come
up and say why this type of action is justified. But I don’t expect
anybody else to justify it. I don’t anticipate that either side of this
committee is going to say that’s what we want to do.

So first off, I want to assure the elderly who might be paying at-
tention to this hearing that we would not anticipate under any cir-
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cumstances that the programs, and budget cuts that have been rec-
ommended in the President’s budget that I have mentioned, will
become law. That is because neither the people of this country nor
the Congress, representing the people of this country, believe that
this is a type of priority that we want to establish, that this would
be the type of fairness—or, rather, unfairness—that we would want
to commit upon the older Americans in this country.

But we’ll listen and we'll question the thinking behind these out-
rageous proposals, and then we’ll go on from there and see whether
we can devise a better budget in Congress.

Senator Heinz.

[The prepared statement of Senator Melcher follows:]
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OPENING STATEMENT

SENATOR JOHN MELCHER
Chairman, Senate Special Committee on &ging

March 13, 1987 hearing
The Proposed Budget For Fiscal 1988:
What It Means For Older Americans

Good morning. On behalf of my colleagues, I'd like to
welcome everyone to today's hearing by the Senate Special
Committee on Aging.

This morning, we want to take a closer look at President
Reagan's proposed budget for fiscal year 1988 -- and what it
means to this country's senior citizens.

The administration's budget proposal, even in its current
infant state, already has earned a niche in the record books.
For the firsat time in history, the administration is proposing
to spend more than $1 trillion for the multitude of federal
services that keep this country operating.

It is a budget that will require the spending of more than
$100 billion that {sn't there -- deficit spending.

It is a budget that includes increases in spending for such
things as defense and foreign aid.

And it is a budget that includes reductions in spending for
many domestlic programs, such as medicare and medicaid.

. Just what those and other reductions will mean to the
quality of life for a large segment of this country's population
is the focus of today's hearing.

Those questions also are the focus of a detailed analysis
of the President's budget prepared by the majority staff of the
Senate Special Committee on Aging. That analysis is belng
released today and is avallable to the public at the back of the
room. :

Quite frankly, I‘'ve got more than a few concerns about who
will wind up footing the bill for the fancy, new weapons systems
the President wants. The defense contractors certainly won't
build those weapons for free,



No, I fear the bulk of the bill for that hardware will be
sent directly to those who can least afford to pay for it --
America's elderly and other low-income citizens. It won't be as
blatant as asking them to go down to their local defense
contractor and write out a blank check. It will be more subtle
and cruel. The elderly will pay through significant reductions
in the quality of their lives, through cuts in Medicare or
Medicaid, low-income housing, assistance with heating bills and
research into medical problems like Alzhelimer's Disease.

It shouldn't come as a surprise. This administration has a
track record of trying to back out of its commitments on
important soclal programs.

For example, in the last six years, the deductible for
hospitalization under Medicare has been increased by more than
150 percent. In addition, during those same six years, the
premium for physician and cther costs under Part B of Medicare
has been increased by mere than 85 percent. And the list goes
on.

This isn't just rhetoric. There are millions of senior
imericans who worry that the social programs they had counted on
for their retirement years, programs like Medicare, will be
greatly diluted by the time they retire.

These are real and legitimate fears from the part of
America that depends on those programs the most. I've heard
those fears repeated time and again by seniors not Jjust from ay
home atate of Montana, but from all over the country. And I'm
sure my colleagues have, as well.

I find it ironic that at the time the administration is
proposing a much-needed plan to protect Americans against the
cost of catastrophic illnesses, it alsc wants to increase out-
of-pocket costs for older Americans through significant cuts in
the budget.

Today, we'll be looking to our distinguished witnesses for
some answers to some tough questions.

We want to know how the Administration can cut more than $6
billion from the Medicare program, yet assure beneficlaries they
won't have to choose between paying for their groceries and
paying for necessary medical care.

We want to know how proposed cuts in important biomediecal
research will affect our efforts to find the cause, treatment
and cures for such devastating conditions as Alzhelmer's Disease
and osteoporosis



We want to know why the administration is grouping 26
separate social services programs, including the Older Americans
Act and programs for children, the davelopmentally disabled and
Native Americans under one catch-all, or generic, funding
category. We want to know how much money will be going to each
program and who is going to make that decision. ind we want to
know why the administration thinks it ocan do a better job of
setting prioritiss than Congress. .

We also want to know how the administration can eliminate
4,000 staff positions in social security fleld offices next year
and a total of 17,000 over five years and still maintain quality

. service.

These are only a few of the questions we've got on our
minds this morning. And by the end of today's hearing, I'm
hopeful we'll have some answers. I hope we'll have a far clearer
picture of exactly how the President's propesed budget would
affect America‘'s elderly this year and in the years to come.

Frankly, I'm disappointed in what the President has
proposed, particularly ip the way he comeés back to us each year
with many of the same proposals that failed the year before.

- Fortunately, for America's elderly and poor, I beliave the

Congress will again reject much of the President's budget. This
hearing will go a long way to point out the potential harz of
the Administration's plan and lead to acceptable and
compassionate alternatives.

Today, we'll be hearing from the administrator of the
Health Care Financing Administration, William Roper. His agency
administers the Medicare and Medicaid programs for more than 30
million elderly beneficiaries. :

We also will hear from James Wyngaarden, who is the
director of the National Institutes of Health. He is accompanied
by T. Franklin Willlams, director of the National Institute of
Aging, which does research into social and medical issues facing
the nation's aged.

Representing the Office of Human Development Services will
be Carolyn Gray, acting deputy assistant secretary. She will be
accompanied by Carocle Fraser Pisk, commisaioner of the
Administration on Aging. ;

In addition, the Social Security Administration will be
represented by Nslson Sabatini, deputy commissioner of .
management assessments.




Because of time constraints, we've limited the number of
administration witnesses to four. Clearly, there are many other
areas of the President's budget that these four witnesses won't
be able to address, such as programs administered by the
Department of Housing and Urban Development. That doesn't
indicate this committee isn't interested in those i{ssues. We are
concerned about those areas and others, but we simply don't have
time to explore them today.

Representing senior citizen groups will be Eugene Lehrmann
of the American Asscciation of Retired Persons and Jake Clayman,
president of the National Council of Senior Citizens. I'd also
like to commend the many organizations that have submitted
statements for the record, expressing thelr concerns about the
President's proposed. budget.

I'm looking forward to the information our witnesses will
present today. And when we're done, I'm confident we'll all have
a much clearer plicture of the outlook for seniors under the
President's budget.
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STATEMENT OF HON. JOHN HEINZ, A U.S. SENATOR FROM THE
COMMONWEALTH OF PENNSYLVANIA

Senator Hemnz. Mr. Chairman, first let me congratulate you on
calling this hearing today. I think that it is important that this
committee examine the President’s budget proposals for the fiscal
year; indeed, we have made a practice of it in the past.

In connection with the fiscal year 1988 budget, I think it’s fair to
say that some people have said that this budget is dead on arrival.
I don’t think the issue is whether this budget has arrived belly-up
or armed for battle; a budget will emerge from the House and the
Senate that is going to be eventually agreed upon with the Admin-
istration. We all know that economies and cuts are going to be a
part of that budget if we're going to get the deficit down.

So at issue, as we put this particular part of the budget under
the committee’s microscope and dissect it, is whether the budget
mirrors or mutates our historic commitment to a secure, healthy
old age for all Americans. And I stress here our commitment to
achieve these goals, and would also underscore the critical impor-
tance of that commitment as an ongoing effort by this committee.

It is true that in the past two decades, particularly since the cre-
ation of Medicare, we've witnessed great strides in the financial
and physical well-being of the elderly in this country. But the mir-
acles of Medicare and the securities of our social programs weren’t
pulled out of some magician’s hat. They were built with the hard-
earned dollars of the American taxpayer and, I'd like to think—
since I've been here a few of those years—a little wisdom in Con-
gress in investing those dollars in programs that will benefit us all.

I think that to take pride in our successes is justified, but, frank-
ly, not as an excuse to fall back in our efforts. I don’t think that we
should turn our back on 20 years of commitment by nickel and
diming our achievements to death. Let’s take one example, Medi-
care.

Today, older Americans spend, on average, 15 percent of their in-
comes on health care. That may or may not sound like much to
many people, but the reason we enac Medicare in 1964 is that
the elderly then were spending 15 percent of their income on
health care. Medicare was the invention of the political process to
address what then was thought to be an extremely serious prob-
lem; and at least statistically, if we use percent of income as a
measure, we are today where we were 20 years before. The deducti-
ble for a hospital stay today is $520; that is literally a hardship for
many seniors on fixed incomes. And taking an additional $5 billion
out of the Medicare budget, as is proposed, poses a potentially diffi-
cult, even somewhat deadly, blow for millions of our oldest and
poorest and most vulnerable citizens.

Now, I recognize that spending cuts are argued in the name of
economy, and I also recognize and subscribe to the proposition that
our current deficits—$170 billion this fiscal year—are untenable.
But I would argue that there are economies to be made that can
reduce the need for cuts, and we should work with the former
rather than the latter whenever possible. To use the Medicare Pro-
gram as one example, there are two efficiencies that have recently
been enacted. Dave Durenberger, who is here, is quite familiar
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with that, as is John Chafee; we are all on the Finance Committee
where we did these things. The first is the pacemaker registry; the
second is the second surgical opinion program. Both would save
lives and enhance the quality of life for seniors. Neither has yet
been fully implemented.

The Federal Government also loses millions of dollars a year be-
cause it fails to collect on warranties from failed pacemakers, and 1
can think of literally dozens of other examples where we can get
savings without in any way reducing our commitment to senior
citizens. Indeed, we may be able to improve it.

Investing in health care research is yet another way we can
reduce the future cost of caring for the elderly. I would note that
diverting funds away from Alzheimer’s disease research not only
guarantees a future of higher Medicaid expenditures for nursing
home care, but it leaves millions of victims and their loved ones in
financial and emotional despair.

Mr. Chairman, I'm releasing today a report on the effects of the
President’s budget which has been prepared by the minority staff.
It’s not terribly lengthy—it's about 16 pages, single-spaced for the
most part—but I think it will prove a valuable analytical tool for
both the majority and the minority, and I would ask that it be a
part of the record.?

The CHAIRMAN. It will be a part of the record immediately fol-
lowing the printing of the analysis of the majority staff,? which is
40 pages and also single-spaced and is also—

Senator HEiNz. Mr. Chairman, I am tempted to strongly object to
the fact that the majority is getting 40 pages and the minority only
16. The ratio in the Senate is not nearly that big between the ma-
jority and the minority, but I commend nonetheless the Chairman
and the majority for doing a comprehensive job.

The CHAIRMAN. I think hereafter we’ll combine, if the minority
is willing, the efforts of the majority staff and the minority staff on
budget analysis. I don’t think we’re going to come out with any
degree of differences on our votes on how we vote on questions af-
fecting the older Americans, and I don't know why our staffs
shouldn’t be coalesced together on these.

Senator Heinz. Mr. Chairman, I'm sure there is a way we can
avoid duplication and work together on that. Certainly, we would
welcome the opportunity to be a part of any such process.

The CHairMaN. These are available, I might say—both of them
are available from the committee, and we welcome anybody’s ex-
amination of them because I think that as we go through this
whole process this year, our best ammunition on the Senate floor
representing the elderly of this country is going to be a well-in-
formed body of Americans that are interested in these programs.

Senator Durenberger.

STATEMENT OF HON. DAVE DURENBERGER, A U.S. SENATOR
FROM THE STATE OF MINNESOTA
Senator DURENBERGER. Thank you, Mr. Chairman. I will be brief.

! See appendix, p. 285.
2 See appendix, p. 249.
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I want to congratulate you for holding this meeting. I want to

say, though, that as you know, it is in the tradition of John Heinz
who really began this in his chairmanship of this committee to put
our accent where many of our elderly put theirs, on the issue of
health. So I think it’s appropriate, in the future, that if we're going
to have one report, it's OK the first time if we have one from
John—the minority side—and one from your side—

Senator Heinz. That's just transition.

Senator DURENBERGER [continuing]. Because it's appropriate to
the tradition of this committee.

I'd like to make two observations. I just had a chance to look at
our colleague, Pete Domenici’s, statement. He, like all of us, says,
“We need to be reminded often of our special responsibility to
assure the elderly of adequate income, decent health care, and
peace of mind, that the benefits will continue.” And we assure our-
selves, those of us who are in mid-life, assure ourselves of our obli-
gation to the older generation all the time as we do to the younger,
and that’s just part of generational equity in America. That’s the
way it has always been, that traditionally we were helped by some-
one somewhere along the line; we then exchange that, as far as our
children and our parents are concerned. I think it’s appropriate to
say that because in the context of this hearing in particular, I'm
going to ask Bill Roper and others questions like, why the savings
that they suggest.

As far as I'm concerned, if we save $4.7 billion out of elderly ac-
counts, we're not going to spend that on children or we're not going
to spend it somewhere else. If we haven’t made a commitment to
take care of children so far we aren’t going to make it just because
we're saving something from the elderly.

So one of my concerns here, as I look at the Administration’s
budget, is, what's the pu of the recommended savings?

I don’t think, Mr. Chairman, that we can quantify this issue of
appropriations or spending for the elderly either; and again, T'm
not sayin%> this critically of my colleague from New Mezxico because
he’s just bringing us facts. But we see thig all the time; here are
$63 billion spent on the elderly in 1965, which has increased to
$259 billion in 1985, all measured in constant 1985 dollars. The pre-
sumption there might be, well, we're doing just fine by the elderly
because we're spending four times as much money today as we did
at some other time. I don’t think that’s the point, either, and know-
ing Mr. Roper and the others here I think that they would prob-
ably agree with that. It isn’t how much you spend; it's how you
commit these resources, how you commit your public as well as
your private resources.

So I'll be asking questions about what we are doing to simﬁ)ify
the access to health care in this country, what we are doing about
private health plan options, how we are moving in the direction of
making the elderly or helping the elderly in America to be smarter
buyers, not confusing them with a lot of paperwork and three or
four or five or six di&erent plans that the}Yl have to buy in order to
get protection that they aren’t even sure that they have.

So 1 would say, Mr. Chairman, that yes, we are the Nation com-
mitting resources from our generation to the elderly, but how we
commit those resources is much more important than the volume
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of those resources, and I'm sure that those for whom we have re-
sponsibility here on this committee would recognize that as our
first responsibility as well.

The CHAIRMAN. Senator Shelby.

STATEMENT OF HON. RICHARD SHELBY, A U.S. SENATOR FROM
THE STATE OF ALABAMA

Senator SuELBY. Thank you, Mr. Chairman.

Mr. Chairman, I'd like to begin today by commending you and
the committee staff on organizing this hearing this morning. As a
new member of the Aging Committee, I'm greatly concerned with
the plight of many of our Nation’s elderly. While fiscal responsibil-
ity is surely a priority, we can’t attempt to balance the budget at
the expense of our senior citizens.

Our task today is not a simple one. We've invited these distin-
guished individuals here to help us begin to consider some of the
President’s fiscal year 1988 budget. More specifically, we need to
evaluate how the President’s budget proposals are going to affect
our Nation's elderly from health, housing, income, Social Security
and other standpoints. Our assessment will, I believe, in turn help
us determine what action is needed to insure that older Americans
are receiving to the fullest degree the rights and the benefits they
unquestionably deserve and have earned.

Protecting our Nation’s elderly, their rights and benefits, is one
of our top priorities for this historic 100th Congress; but to succeed,
to respond with compassion and yet foresight to the needs of
today’s elderly, as well as the seniors of tomorrow, you and me, is a
task which will take strong bipartisan effort.

I'd like to thank our distinguished witnesses for taking the time
out of their busy schedules to be with us this morning, and I espe-
cially want to commend Dr. Roper, a fellow Alabamian, for being
here with us.

The CHAIRMAN. Senator Chafee.

STATEMENT OF HON. JOHN H. CHAFEE, A U.S. SENATOR FROM
THE STATE OF RHODE ISLAND

Senator CHAFEE. Thank you, Mr. Chairman. I also am delighted
that you are holding these hearings and that the precedent was set
by Senator Heinz when he was chairman of this committee, like-
wise,

I think m%z experience with the elderly is similar to that of
others, namely, the greatest single concern of the elderly is for the
potential medical bills that they might run up. In other words,
medical expenses are the greatest concern of the elderly, certainly
in my State, and I suspect that’s true nationally. So therefore, any
suggestion that there be these deep cuts in Medicare and a cap on
Medicaid has me very concerned, and something that I am not in-
terested in seeing done.

I'd like to just briefly touch on the proposed cap on the Medicaid
Program. Mr. Chairman, this is a track we’ve been around before.
We met with this in the Finance Committee, and twice 1 happened
to be in the van on this particular measure of resisting it, and
twice we were able to defeat such changes. I think it’s very impor-
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tant to remember that the long-term care services for the elderly
alone account for almost half of the costs of the Medicaid Program.
Half of all elderly nursing home residents are newly impoverished,
and a cap on the Medicaid Program would put enormous pressures
on the States to limit their benefits packages to emergency services
or to basic hospital/nursing home physician care.

The development of home health care, for example, or preventive
health care services would be stopped in its tracks under any pro-
posal like this for the cap on the Medicaid. I'm just opposed to that,
and I am particularly interested in pursuing efforts along the lines
of preventive medicine; in other words, doing everything you can to
keep this population—and any population, but here we're dealing
with the elderly—keeping them healthy. And that’s the best thing
we can do, it seems to me, because obviously we're having greater
longevity. This group is living longer, but we don’t want people just
living longer; we want them to live longer and to live healthy lives,
and that can be accomplished under the preventive measures and
that will not be accomplished under the cuts that are proposed.

So, Mr. Chairman, again I am glad that we're here today.

The CHAIRMAN. Thank you very much, Senator Chafee.

Our first witness, of course—oh, excuse me, Senator Reid. How
could I forget you?

Senator Reid.

STATEMENT OF HON. HARRY REID, A US. SENATOR FROM THE
STATE OF NEVADA

Senator Remp. Thank you very much, Mr. Chairman.

I'd like to compliment you for holding this series of hearings. I
had experience on the House Aging Committee, working with Sen-
ator Pepper and Chairman Roybal. T've been very impressed by the
way that you've handled this committee and the hearings that
have been arranged for us to attend. This budget hearing is cer-
tainly no exception to that, and I appreciate—as my colleague from
Alabama indicated—the people coming here on this day to appear
before us.

There are a number of things about which this committee is con-
cerned, including catastrophic health care. A number of bills have
now been introduced, and we are facing a real challenge to deter-
mine what is the best method to correct this all-too-apparent prob-
lem that we have called catastrophic illness.

Another concern that I have that I hope will be touched upon
today is the fact that the Social Security Administration has budg-
eted staffing reductions during the next few years of some 17,000
people. We have to make sure that the Social Security Administra-
tion can still meet the needs of the beneficiaries of this country. In
Nevada, as an example, there are proposals to close the contact sta-
tions that field representatives use when they travel to work with
beneficiaries in many of the outlying areas in Nevada, and it's a
concern of mine that the Social Security Administration will be
able to meet the demands of the people in rural Nevada and rural
America.

I am very interested in finding out what alternatives are avail-
able to Social Security beneficiaries in these rural areas who are
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no longer able to work with field representatives as a result of the
budgeted staffing reductions that I've talked about.

Again, I commend you and the staff for the hearings that have
been arranged and look forward to the testimony here today.

The CuairMAN. Thank you, Senator Reid.

Senator Grassley.

STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S. SENATOR
FROM THE STATE OF IOWA

Senator GRASSLEY. Mr. Chairman, I appreciate the opportunity to
review with the committee the Administration’s budget proposals
as they would affect older people. It's true that we've heard a good
deal already about the budget, in the Budget Committee in the Ap-
propriations Committee, and in this committee. However, this
hearing, I think, provides us a very good opportunity to look rela-
tively systematically at how the budget proposals of the Adminis-
tration are going to affect older people.

We are scheduled to start marking up a budget resolution in the
Budget Committee next week. I think it’s safe to say that we will
be no more disposed this year than we were in the last one to
accept many of the budget proposals contained in this budget. Last
year we were able to get about $20 billion out of the Defense
budget and thereby preserve more adequate funding levels for
some of our most important domestic programs. If we stick with
the Gramm-Rudman-Hollings targets, we will need at least $8 bil-
lion to $10 billion from the Defense budget if we're going to keep
funding levels for these domestic programs at adequate levels.

However we decide to proceed—and there is still a lot of debate
about that—I feel confident that we will have trouble accepting
many of the specific proposals made by the Administration. One
example which is of concern to me and which I feel sure will be of
concern to other members of the committee is a proposal for a ge-
neric budget for about 26 social service discretionary programs ad-
ministered by the Office of Human Development Services. This
seems like a strange proposal on the face of it, and I'll be interest-
ed in hearing how the Administration thinks it would work if im-
plemented.

And so, Mr. Chairman, I look forward to the analysis of this
problem that we're dealing with by the witnesses today, but I also
know that when our budget is finally adopted this summer or fall,
that the programs for older Americans are not going to be adverse-
ly affected as they would with the proposal that comes from the
White House.

Thank you, Mr. Chairman.

The CHARMAN. Thank you, Senator Grassley.

Dr. Roper, you're our first witness this morning. We will listen
while you present whatever advice you can give us on why the
President would choose to cut $5.1 billion out of Medicare and cap
Medicaid at $26.9 billion. That is, I take it, passing on a larger
chunk of Medicaid payments to the States and to the counties.

I must say that I'd like you to summarize your comments,
Doctor. I'm sure there will be some questions, and if you could
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summarize your statement in 10 minutes, that would allow us
some time for some questions.

STATEMENT OF WILLIAM L. ROPER, M.D., ADMINISTRATOR,
HEALTH CARE FINANCING ADMINISTRATION

Dr. Roper. Thank you, Mr. Chairman, members of the commit-
tee. I am delighted to be with you and would like to submit my
written statement and summarize it if I could.

I am delighted to be here to discuss the President’s Medicare and
Medicaid proposals for next year which affect the elderly. And if I
also can add a personal note, I'm pleased to get a chance to visit
with my good friend, Senator Shelby. He and I have known each
other for a number of years; we're from little towns just a couple of
miles apart near Birmingham.

We share the same goal of assuring high quality health care
services for the Nation’s elderly through Medicare and Medicaid.
Our 1988 budget of over $100 billion proposes a net increase in pro-
gram spending while limiting the rate of unnecessary growth. Only
4 percent of our proposed reductions to the projected rate of in-
crease affect beneficiaries.

Our proposals are designed to meet several goals. First, to assure
high quality in the health care services we purchase through Medi-
care and Medicaid. Second, to expand and extend competition and
choice for both beneficiaries and consumers as a mechanism for
maintaining quality and controlling growth of expenditures. And
third, to improve how we manage this agency, the Health Care Fi-
nancing Administration, so that we can be a fair business partner
with all concerned with health care, and most importantly, with
the beneficiaries.

Let me highlight for a moment the President’s proposal to pro-
vide improved catastrophic illness protection in the Medicare Pro-
gram. You are, of course, familiar with that proposal. It’s the first
major new protection in basic benefits since Medicare was intro-
duced two decades ago. Only a small number of elderly are protect-
ed from the financial disaster of acute catastrophic illness; but
under the President’s and Dr. Bowen’s plan, for an additional small
premium each month, beneficiaries would be covered for out-of-
pocket costs for covered services that exceed $2,000.

I'd also like to discuss one of our highest priorities, one that Sec-
retary Bowen and I share, and that is assuring quality in our
health care services. Qur budget for Medicare and Medicaid makes
a strong commitment to monitoring quality and taking appropriate
action when problems are found. Among the things we are now
doing, is a new PRO scope of work which emphasizes quality of
care review, including denying payment for substandard care. In
addition, we are implementing a new quality review process for
beneficiaries who are enrolled in health maintenance organizations
and competitive medical plans. We are requesting new legislation
to strengthen our ability to penalize plans that do not perform up
to required standards.

We are requesting increased funding to review the health and
safety of persons in institutions. This review is emphasizing out-
comes of care, and includes many of the recommendations from the
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Institute of Medicine study for improving the quality of care in
nursing homes. .

We are committing $7 million of our research budget, about 20
perclent of the money, to improving our knowledge in the area of
quality.

This year, as you know, we're proposing a major initiative to give
beneficiaries and providers broader opportunities to participate in
Medicare and Medicaid through private health plans. We believe
that managed care, coupled with per capita payments, gives incen-
tives for providers and physicians to look at the entire range of a
patient’s health care needs and to assure that care is delivered in
the appropriate setting.

Alternative plans, such as HMO’s and competitive medical plans,
are attractive to beneficiaries because they usually provide more
benefits than traditional Medicare. Our proposals concerning Medi-
care deal with private health plan options giving expanded choice,
for example, employer-based options. In addition, we propose in-
creased incentives for HMO’s and competitive medical plans to par-
ticipate in the Medicare Program, and expanded research and dem-
onstrations to answer -the many important questions that this
whole activity raises.

For Medicaid, we propose to spur the growth of new managed
care systems by selectively increasing the Federal match rate to
the States for a 3-year period.

Our budget includes a number of proposals that will promote in-
creased competition and efficiency among health care providers.

The budget px;c:rosals include several ideas to address excessive
variations in Medicare’s charge-based payment system for physi-
cians. In addition, we propose to establish a more reasonable pay-
ment rate for cataract surgery, and to reduce unnecessary pay-
ments for radiology, anesthesiology, and pathology services to hos-
pital inpatients.

The net effect of these physician payment reforms is to reduce
the estimated beneficiary premium costs, a savings to beneficiaries.

We also propose to extend the recently enacted standards for
g:ompt ayment of a 30-day ceiling for clean claims to 1988 and

yond. In addition, we would establish a 28-day floor under such
pairments. We believe that a 30-day claims ?ayment cycle is a
policy that is reasonable; but more importantly, our proposal re-
sults’ in budget savings that help us avoid more onerous cuts with
little financial impact on beneficiaries.

In addition, our budget includes several proposals that will mod-
estly increase Medicare beneficiary financial participation in the
program. We understand and share your reluctance to impose any
hardship on our most vulnerable elderly, but we believe that the
additional costs that will result from our proposals are minimal
and that modest cost-sharing is a legitimate means of assuring ap-
propriate utilization of services. These changes include a restruc-
turing of the Medicare Part B premium, indexing of the Part B de-
ductible, requiring a full month after age 65 before Medicare eligi-
bility begins, and enrolling certain State and local employees in the
Medicare Program.

As I mentioned earlier, we're also moving to improve the man-
agement and efficiency of Medicare and Medicaid, especially our
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beneficiary services. We propose to control the growth of the Med-
icaid Program, which continues to rise at three times the rate of
general inflation, by imposing a limit on the payments to the
States coupled with improved flexibility so that States can restruc-
ture their medical assistance programs.

We are also improving services to beneficiaries, such as faster
toll-free telephone service and a new system to review appeals of
hospital discharge decisions.

In conclusion, let me say that our 1988 proposals provide the el-
derly with important financial protections and assurance that
there will be access to quality health services. Qur catastrophic
proposal provides beneficiaries with financial protection for out-of-
pocket costs; our private health plan option offers increased choice
and opportunity; and our investment in quality means that
changed financial incentives will not result in a lower standard of
care.

I'd be pleased to answer your questions. Thank you.

[The prepared statement of Dr. Roper follows:]
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I appreciate the opportunity to appear before you today to
discuss the Administration's FY 1988 Medijcare and Medicaid

proposals which affect the elderly.

The Medicare and Medicaid budget supports high quality and
accessible health services for the elderly. We are proposing a
net increase in program spending for covered services, while
limiting the rate of unnecessary growth. We also propose major
new initiatives that will provide beneficiaries with an expanded
range of health delivery choices as well as financial protections

not currently available.

Before 1 describe our specific proposals for FY 1988, I
would like to highlight several of the overall goals that our

proposale are designed tc addresgs.

Firat, this Administration is cosmitted to maintaining and
enhancing a high level of quality throughout the Medicare and
Medicaid programs. Cur proposed resource allocations and our
rigorous efforts to improve detection of quality problems

demonatrate this.
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Second, it is our belief that maintaining quality and
controlling the growth of health csre costs can be accomplished
through the expansion and extension of competition and choice for
both beneficliaries and providers. Our private health plan option
for Medicare beneficiaries and other reforms represent our

commitment to this important effort.

Third, I want the Health Care Financing Administration to be a
fair business partner that worke better for the benefit of all
concerned with health care. This commitment includes our
interest in improving management of the Medicare and Medicaid
programs and assuring that beneficiaries get the information and

gervice that they deserve.

For Fiscal Year 1888, we are proposing a Medicare and Medicaid
budget of over $100 billion. This represents s net increase
over 1987 of about 2 percent even after our savinis proposals are
taken into account. Our budget also proposes an average net

increase of 8 percent per year for the next five years.

Our Medlcare budget for FY 1988 includes proposals that will
save $4.7 billion. 96 percent of these savings will result froa
changes in payments to providers and costs borne by third
parties. Only 4 percent of the savings will direcotly affact

beneficiaries.
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Catastrophic Protection

I want to highlight the President‘'s proposal to provide
improved catastrophic protection for acute illness in Medicare.
Thig proposal, which is the product of a major effort led by
Secretary Bowen, was transmitted to the Congress last fall. I know
you are very interested in the financial protections that this

proposal will offer to beneficiaries.

Today, only & very small number of elderly enjoy the peace of
zind that comes with knowing that they are protected from the
financial disaster of a catastrophic illness. While Medicare
provides basic acute care protection, there are still gaps that
often are not realized until a serious illness occurs. For
example, Medicare requires beneficiary payments for hospital and
physician deductibles, part of the cost of hospital care after 60
days and full cost after 150 days. 1In addition, beneficiaries
must pay 20 percent coinsurance for all physician sarvices and
coinsurance for skilled nursing facility care. Out of 30 million
Medicare beneficiaries, spproximately 1.2 million will incur
perscnal costs for acute care of $2,000 or more in 1887. While
many beneficiaries purchase supplemental policies, even these do

not slways provide coverage for more serious illnesses.
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Under the President's and Dr. Bowen’s plan, for an additional
spall premium per month, beneficiaries will bs covered for
approved out-of-pocket costs for covered services that exceed
$2,000. As part of the added protection. all hospital and
skilled nursing facility coinsurances would be eliminated. No
beneficiary would ever pay more than two hospital deductibles in
any year, and skilled nursing facility care would be fully
covered for 100 days each year. The complicated "spell-of-

jllness” concept would be eliminated.

This would be the first major new protection in the basic
benefit package since the Medicare progran vas introduced. This
added protection also makes the Medicare benefits function more
like private insurance and thus makes it easier for beneficiaries
to understand what services are covered and their liasbility for

out-of-pocket costs.

uality Health Services

I would like to discuss one of our highest priorities --

assuring access to quality care.

While we believe that the professionalism of physicians and

health care providers will in almost all cases assure that
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quality of care is protected not only for the elderly but for all
patients, we believe that government has a responsibility to
sonitor quality and to take appropriate sction when problems are
found. Our budget for Medicare and Medicaid makes a strong

commitment to ensuring quality of care in all settings.

The 1988 budget includes approximately $176 million for
activities of Peer Review Organizations (PROs) in 1988. We are
examining reprogramming of additional! funds for new tasks
mandated by the Consolidated Omnibus Reconciligtion Act and the
Omnibus Budget Reconciliation Act of 1886. The PRO scope of work
esphasizes quality of care review. This review includes
subjecting all cases reviewed to & comprehensive set of gquality
screens; focusing review on specific problems; and strengthening
the intervention process when quality problena.are found. PRCa
will work to correct these problems, including denying payment,
whenever they find a gituation where they can document

substandard care.

In addition, we are implementing a new quality review process
for beneficiaries who are enrolled in health maintenance
organizations and competitive medical plane. This review will
provide an independent assessment of the quality of care of both
institutional and ambulatory serviceg provided by these risk

contractore. We intend to penalize plans that fail to honor
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their commitments to the elderly beneficiary or to the
government. We are proposing legislaticn to incresse the penalty
for failure to provide medically neceasary services from $10,000
to $25,000. We are alsoc proposing to sasess civil monetary
penalties and intermediate sanctions againast HMOs and CMPs that
overcharge, inappropriately screen out or disenroll Medicare

beneficiaries, or misrepresedt their private enrollment.

Funding for the state survey and certifiocation program, which
reviews the health and safety of institutions thet participate in
the Medicare and Medicaid prograss, is requested at $123 million
in 1988. This is an increase of 15 percent over the 1887 level
and 38 percent higher than 1986, An important new sctivity is
the change in emphasis of our reviews to monitoring the outcomes
of care. In addition; we are adopting many of the
recommendations from the Institute of Medicine study for
improving the quality of care in long term care facilities. We
are planning to propose new conditions of participation for
nursing homes and new rules for the survey and certification

process in the near future.

One of the recognized problems with monitoring quality of care
is that it is often difficult to distinguish bad care from
different styles of practice. Therefore, we are cemmitting $7

million of our research budget to improving our knowledge in the



23

7
area of quality studies. We will be looking at the development
of quality measures for different settings; supporting a national
study of care provided to Medicare beneficiaries after they are
discharged froz a PP3 hospital; and studying the variations of

medical practice in different geographic areas.

Private Health Plan Option

This year we are proposing a major initiative to give
beneficiaries and providers broader cpportunities to participete

in Medicare and Medicaid through a private health plan option.

We believe that there is a better solution to the economic and
delivery problems of health care for the elderly -- this is the
managed care approach. Coupled with per capita payments, managed
cere helps to provide incentives for providers and physicians to
look after the entire range of a patient’'s health care needs and
to assure that care is provided in the appropriate setting. This
continuity of care, which we believe is higher quality care, is
very difficult to accomplish under eur current payment and

delivery systems.

Our approach is to offer beneficiaries the choice of

perticipating in an expanded range of private health plana.
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Currently, Medicare beneficiaries can choose the traditional
fee-for-service aystem or join a health maintenance organization
or competitive medical plan. From the beneficiary perspective,
alternative plans such as HMOs and CMP8 have proven to be an
effective way to broaden health coverage and/or reduce out-of-
pocket costs. During the first year of our Medicare HMO risk-
contrscting program, over S0 percent of the plans offered
enrollees additional services not covered by traditional Medicare
programs, such as preventive services, prescription drugs, end
catastrophic coverage. Enrollees in these plana pay
considerably lower out-of-pocket costs -- $22 per month compared
to the approximately $38 per month paid by beneficiaries in the
fee—for-service sector. We believe that broadened use of these
managed care systems will mean that more elderly will receive

more health care coverage for their medicel dollar.

1 would like to emphasize that it has never been our intent to
"push all Medicare beneficiaries into capitated plens.” Our

policy is voluntary choice.

For Medicaid, we propose to spur the growth of managed care
systems by selectively increasing the Federal astching rate for a
three year period. This financial incentive will help cover the
increaged costs associated with starting up new contracts for

managed care.



25

9

Promoting Competitjon and Efficiepcy

Our budget includes a number of proposals that will promote
incressed competition and efficiency among health care providers.
We believe that a competitive system sharpena the industry’'s
incentives for efficiency without compropaising quality. 1 would

like to highlight several proposals.

o Physician Payment Reforms - Our budget inocludea proposals to

reduce Medicare payments for overpriced procedures and adjust
the payment methodology for new physicians so that they are
not overpaid relative to established physicians. We are
proposing to establish a more reasonable rate for cataract
surgery. We propose to move away from inherently inflationary
fee-for-service reimbursement for radiology, mnesthesiclogy,
and pathology (RAP) services. Under our proposal, payment
would be based on an average rate for RAP services sssociated
with a specific procedure. These physicisn payment reforma
would provide incentives for physicians to provide medically
necessary quality care while at the same time reducing part B

premiun costs to beneficiaries.

[} odify Prompt Payment meliness Standards - The Omnibus

Budget Reconciliation Act of 1986 established timeliness
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atandards for the payment of Medicare Part A and Part B
claims. We are submitting s legislative proposal that would
extend the 1987 ceiling of 30 days for clean claims to 1988
and beyond. In addition, we would establish » 28 day floor.
We believe that a 30 day payaent'cycle is a polioy that is not
only reasonable but is both sound snd commonly aoccepted in the
business community. Our proposal results in budget savings
that help us avoid cuts in beneficiary care. Although we do
not believe our proposal will cause financial hardship,
beneficiaries can be protected entirely by choosing 2

physician or supplier who accepts assignment.

Without legislation, our FY 88 policy is to pay clean claims
within 26 days, but no faster than 24 days. Our FY 1887
policy is to pay claims on an average cof 20 days which we
currently plan to achieve by paying electronic claims no

faster than 5 to 7 days.

Beneficjary Partjcipation

in addition, our budget includes several proposals that will
modestly increase Medicare peneficiary financial participation in
the program. Medicare has always required beneficiaries to share
in the costs of the program as do most private insurers. This

cost-sharing includes the payment of preasiums, deductiblesa, and
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coinsurance. While thaese costs have increased in recent years,
they have not increased in proportion to the increases in

expenditurea for Medicare benefits.

We understand and share a reluctance to impose any bardship on
our most vulnerable elderly. However, it is important tc
remenber that most beneficiaries have supplemental insurance
poelicies that will provide protection for premium, deductible,
and co-insurance costs required by Medicare. Payments for
deductibles and co-insurance would be counted towards the $2,000
catagstrophic cap. In addition, the lowest income elderly are
protected by Medicaid. We believe that the additional costs that
will result from our proposals are minimal, and that a modest
cost-sharing level is a legitimate means of ensuring appropriate
utilization of services without undue hardship for beneficiaries.

I will briefly summarize the changes we propose tc make.

o Medicare Part B Premium - We are proposing to restructure how

the Medicare part B premium would be set. This change would
create a more equitable balance between general revenue and
premiun financing of the part B program consistent with the
original intent of the Medicare prograa. Our proposal would
establish three categories of payers: current enrollees; new
beneficiaries (entitled as of Jasnuary !, 1888); and

beneficiaries whose premiums are covered by third-party
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payers. The premjums for current enrolleea would be set at 25
percent of program costs, thus extending permanently the
current provision of law that expires at the end of 1988. Por
new enrollees, premiums would be set at 35 percent of program
cests beginning in 1988. For third-party payers,; the premium

would be set at §0 percent of program costs.

Medicare Part B Deductjible - We are alsc proposing to amend

the statute to index and automatically update the part B
deductible to changes in the Medicare Economic Index
beginning in 1588. The annual deductible is now $75 and has
only been increased twice since its original 850 level in
1966. We expect cur proposal te cause the deductible to rise

by a modest ¢2 in 1988,

Full Month of Eligibility - Under current law, Medicare

eligibility begins on the firat day of the month in wbich the
beneficiary turns 65. The 1988 budget includes a legislative
proposal to begin eligibility on the first day of the month
after an individual turns 85, This proposal should not result
in a lapse in heelth insurance coverage since most
beneficiaries have private policies which cover sxpenses until

the beginning of Medicare entitlement.
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o Include All State and Local Empiovees Under Medicare - All

state and local epployees hired after March 31, 1988 are pow
included under Medicare. Our proposal would make Medicare
coverage and Hospital Insurance taxes mandatory for all state
and local employees hired before Mearch 31, 19868, This change
will ensure that Medicare coverage is available to state and
local government workers who now have no opportundty to

enroll.

Improved Management

We are also moving to improve the management and efficiency
of the Medicare and Medicaid programs and our beneficiary

services.

We propose to control the growth of the Medicaid program,
which is still growing at three times the rate of general
inflation, by imposing a limit on payments to states.

This growth limit will promote better management while providing
states with a number of incentives which will assist in cutting
costs. States will have greater flexibility to design and
operate their medical assistance programs by targeting gservices
to specific groups, by implementing innovative ways of financing
and delivering services, and by providing gervices on a less than

gtatewide basis. If states implement efficiencies, theay should

73-936 0 - 87 - »
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be able to continue to provide services they are currently
providing. A special $300 aillion contingency fund would be
available in 13988 for states which, despite aggressive cost

control efforts, have costs well in excess of their ceilings.

¥We are also improving our services to beneficiaries.

o 1In December we required PROs to review beneficiary appeals
of notices of discharge from a hospital on a more timely
basis. Our instructions protect beneficiaries from

financial liability until the PRO decision is complete,

o Shortly we will send beneficiary and provider groups a copy
of our revised notice, entitled "An Important Message About
Medicare”. We will send this notice to PPS hospitals for
distribution to all Medicare beneficiaries who enter a
hospital. Thie revised notice provides new information
about availability of post-hospital benefits and financial
liability for beneficiaries who appeal their hcspital

discharge decision.

o We expect to notify beneficiaries in connection with their
April social security checks that they can receive a copy
of the directory of participating physicians free of charge

upon request to their carrier.
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¢ We have just completed a project to wake sure that our
notices to beneficiaries are clear and understandable.
Carriers are now revising foras and notices that we send to

beneficiaries.

o We have improved our toll-free carrier telephone service by
installing new equipment that can aonitor weiting times and

we have issued guidelines on how to answer inquiries.

We believe that these activities underline our commitment to
be a fair business partner to beneficiaries. We know we can do a
lot more to help beneficisries understand a very coaplex program
and it is our intent to work with beneficiary groups to

accomplish this task.

Conclusion

our 1988 prcposals provide the elderly with important
financial protections and assurance that there will be access to
quality health services. Our catastrophic proposal provides
beneficiaries with financial protectiocn for out-of-pocket -costs.
Qur private health plan option offers increased choice and the
opportunity for beneficiaries to share in the benefits of the
efficiencies of managed care. And our investmant iﬁ qusiity of
care protections means that changed financial incentives gill not

regult in a lower standard of care.

1 will be pleased to answer any questions that you may have.
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The CHAIRMAN. Are you equating a $6 billion cut with better
service?

Dr. Rorer. First let me say, Senator, that the $6 billion figure—
$4.7 billion from Medicare and $1.3 billion from Medicaid—are re-
ductions from the rapidly rising baseline for these programs. It's a
reduction from the rate of increase. And yes, I'm saying that we
will deliver better service with those savings.

The CHAIRMAN. Is a 1-month gap part of those savings?

Dr. RopER. Yes, sir, a delay in eligibility for the program from
the current law——

The CHAIRMAN. How much does that save? Half a billion?

Dr. Ropgr. It will save $295 million next year.

The CHairMAN. A third of a billion. Well, why stop with 1
month, then? Why not make it 6 months and save $1.8 billion?

Dr. Roper. Because under the current framework, most benefici-
aries are protected for that month already.

The CHarRMAN. They are?

Dr. Roper. As they retire, their employment-based benefits typi-
cally carry them to the end of the month in which they retire, and
in 90 percent of the beneficiaries, that is the case.

The CnairMAN. How many?

Dr. Roper. At least 90 percent.

The CnairMAN. That’s 90 percent?

Dr. Rorer. Yes, sir.

The CrairMAN. You've got a study that shows that?

Dr. RopPer. Yes, sir.

The CHAIRMAN. I suppose that study cost about $30 million to
show that.

Now, if there is double coverage, then why do you think they're
going to put it on Medicare? Why wouldn’t they just put it on that
Blue Cross or whatever policy they had?

Dr. Roper. Because as long as Medicare begins coverage, as it
now does, on the first of the month in which a person retires, that’s
a savings to the Blue Cross plan.

The CHAIRMAN. Yes, but who decides that?

Dr. Roper. The law as it now stands has decided that.

The CHAIRMAN. At the age of 65 everybody’s got a Blue Cross
policy for 1 month? You're telling me that the law requires them
to hook Medicare for it?

Dr. Rorer. No, but the law covers Medicare beneficiaries from
the first of the——

The Cuamman. Right, for a good reason.

Dr. RoPEr [continuing]. Month in which they——

The CuairMAN. For a good reason.

Dr. Roper. No, sir, that is the law that was passed 21 years ago.

The CHAIRMAN. Yes, for a good reason, because we didn’t want a
gap to exist for the 10 percent or whatever it is—whether your
study is accurate or not—that would have a gap. What did your
studies show on how many of those people just put the charge to
Blue Cross, or whatever the private carrier is? Didn’t your study
look for that?

Dr. Roper. I assume that what Blue Cross does is end its cover-
age at the end of the month before the person becomes 65. That is
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the savings that they are entitled to under the law as it now
stands.

The CHairMAN. I think you're avoiding that. Didn’t your study
show whether they put their bill in to Blue Cross or Medicare at
that particular month?

Dr. Roper. I'd be glad to check that and give you an answer for
the record, sir.

The CHAIRMAN. You really don’t know, then.

[Subsequent to the hearing, the following information was re-
ceived for the record from Dr. Roper:]

The surveys that we used to support our proposal on Medicare eligibility do not
address the question of coordination of benefits. Thus we have no information on
how beneficiaries file claims when there is duplicate coverage.

A survey conducted b{{the Public Health Service was used as the basis for our
proposal. The National Medical Care Expenditure Survey conducted in 1877 found
that 92 percent of persons age 64 had health insurance. 84 percent of the insurance
was private (of which 89 percent was work related) and 8 percent was publicly fi-
nanced insurance (including Medicaid, Champus and other public programs).

The more recent date from the Census Bureau (data from the Survey of Income
and Program Participation conducted during the early 1890’s) reviewed health in-
surance coverage for a broader age group {(ages 55-64) and found that 89 percent
had coverage.

An informal survey of private health insurance policies revealed that most pri-
vate employer policies cover the retiree until the end of the month when they retire
or when Medicare entitlement begins. Thus, there often is duplicate coverage, at
least for persons who retire during the month of their 65th birthday.

The CHAIRMAN. Nevertheless, there would be a gap for anybody
whose insurance ceased as of the moment that they went on Medi-
care. And what are those people supposed to do?

Dr. Roper. Make arrangements to continue their coverage until
the end of the month after they retire.

The CHairmAN. Can they do that?

Dr. RopPeR. Yes, sir.

The CuairmMaN. How do they do it?

Dr. Roper. By employers changing the way they cover their re-
tirees.

The CHAIRMAN. Have they done that?

Dr. Roper. No, sir, because——

The CHAIRMAN. Wouldn’t you want them to do it before you left
somebody uncovered?

Dr. RorER. We would ask that they do it after you pass the
change in the law because there is time for them to make those
adjustments in the employment-based plans. This is similar to
other changes that you’'ve made in previous years, such as——

The CHAIRMAN. Aren’t we just shuffling a quarter of a billion
dollars from one pocket to another?

Dr. RopEer. It's a savings to the Medicare Program.

The CHAIRMAN. A savings to the Medicare Program and it’s a
cost to everybody else. Who pays for Medicare if everybody doesn’t
pay for it?

The only point I'm trying to make, Doctor, is that what you're
suggesting is unworkable and couldn’t possibly be approved in this
Congress unless there was some assurance that there isn’t any gap.

Dr. Rorer. You've made similar changes in the past, sir, for ex-
ample, requiring that working elderly over the age of 65 seek pay-
ment under their employment-based insurance, rather than Medi-
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care, first. And once you enacted those changes, the private market
altered their insurance policies for their workers, and they would
do the same thing under this.

The CHArMAN. I think you're describing something, though, that
did not create a gap.

Dr. Roper. Yes, sir. It said that Medicare would be the second
coverer, and that employment-based plans had to step in and
become the primary coverer.

The CHaIRMAN. So you're telling me that you created a gap, or
you just had a time when everybody was covered—either with their
private coverage or Medicare—and you made a change then with-
out creating a gap, if I understand you correctly?

Dr. RoPEr. Once the Congress enacted the change I'm referring
to, the employers altered their plans to provide coverage as they
needed to for their workers. And a similar sort of thing would
happen under this circumstance.

The CuairmaN. But this will create a gap if the coverage ceases
at age 65, and that’s what we will have to seek to avoid. I hope you
would understand that, Doctor.

Isn’t there a question about catastrophic—Dr. Bowen’s proposal
that has been presented—that adding as a Part B cost along with a
raise in Part B, as you would suggest—isn’t there some reason to
fear that some people might not take Part B, then, because of the
double cost increase?

Dr. Roper. The current Part B premium is roughly $18 a month.
The increases that are proposed are really very modest increases,
given the dramatic enhancement in the program that they bring.
And we’d expect the numbers who enroll to stay at the very, very
high level, 97 percent currently.

The CHAIRMAN. And do you have any sampling like the other
study on the 1-month gap?

Dr. Rorer. Do you mean estimates of how many beneficiaries
would choose to stay enrolled, opinion polling?

The CHAIRMAN. Yes.

Dr. Roper. No, sir, we have not done that.

The CHAIRMAN. It could be risky, then, in getting the catastroph-
ic off the ground, could it not?

Dr. Roper. We are anxious to present a program enhancement
and a way to finance it, and the Secretary and the President and I
thir;k this is a very satisfactory way of achieving both of those
goals.

The CHAlRMAN. The Medicaid cap would effectively pass on any
additional costs for Medicaid to the States and the counties, would
it not?

Dr. Roper. States would incur additional costs if they chose to
continue to operate their programs as they currently do. But the
other part of the cap is dramatic enhancement of State flexibility
to manage their programs more efficiently. Currently, they are
hamstrung by a number of Federal requirements for these pro-
grams; given sufficient latitude, they could make the dollars—even
the dollars under the cap—go much farther than they currently do.

The Cuamrman. Well, what’s wrong, then, with looking at the
hamstringing and taking that off rather than establishing the cap?
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Dr. RopEr. Because this is part of a well thought-out budget that
meets the Gramm-Rudman-Hollings targets that you all passed.

The CuaigrMAN. I think that’s the thrust of it, is how many bucks
are going to be taken out of your department with Medicare and
Medica'.?id to pay for some other things. It’s a question of priorities,
isn't it?

Dr. Ropkr. It's a question of coming up with a reasonable budget,
and I'm sure that’s what you’re looking at, as well.

The CHAIRMAN. Isn’t it a question of priorities?

Dr. Roper. Yes, sir.

The CuairMAN. | think so.

And then we get to the fairness question, but I'm not going to
embarrass you with asking about that.

You mentioned these requirements. I think you said you spent
some money, 7 percent of your research money——

Dr. Roregr. Twenty percent.

The CuairMAN. Twenty percent?

Dr. RopEr. Yes, sir.

The CHaIRMAN. Well, for $7 million, is that correct?

Dr. Rorer. Yes, sir.

The CHAIRMAN. Was that——

Dr. Roper. On quality of care research.

The CHAIRMAN. Quality of care research?

Dr. RopEr. Yes, sir.

The CHAIRMAN. Has there been anything done to lessen the pa-
perwork that everybody complains about, whether it's a physician’s
office or a hospitarl}"?

Dr. RopEr. We've taken several administrative steps to lessen the
paperwork burden that physicians and others face.

The other part of the paperwork burden that we're anxious to
deal with is the burden that beneficiaries face. The complaint that
I hear continually from people on Medicare, including my father, is
that the paperwork that they face is maddeningly complex. And we
are anxious to simplify that. The major initiative that we have in
that regard is our desire to offer beneficiaries the option of partici-
pating in private health plans that have substantially reduced pa-
perwork. That’s one of tlxx)e major reasons people over 65 want to
join those kinds of private plans.

The CHAIRMAN. I encourage you in that work on all fronts, both
with the patients and their physicians and the hospitals.

Thank you, Doctor.

Senator Heinz.

Senator HEiNz. Thank, you, Mr. Chairman.

Dr. Roper, first, on the Medicare Program. The Administration’s
budget assumes that the hospitals are going to receive an increase
of 1.5 percent in their DRG payments.

_Dr. Roper. The budget as put forward has it at 1.5 percent, yes,
sir.

Senator Heinz. ProPAC has just approved a recommendation of
2.3-percent average increase. Do you think that it’s possible, given
the fact that we have granted lower-than-recommended increases
each year, that we are getting to the point where the law of dimin-
ishing returns operates. In effect, having trimmed the fat are we
eliminating the ability of the hospitals to keep up with new tech-
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nology and respond to the needs of their patients? Have we
reached that point? And if not, how do you know?

Dr. Roper. I understand your question. We continually seek to
pay appropriate levels—not too much, but certainly not too little—
under the current law. The Secretary must report to the Congress
by April 1 on what his recommendation for fiscal year 1988 will be.
The 1.5 percent that you mentioned earlier is the figure that’s in
the budget; but by the end of the month he will be reporting to you
on what the——

Senator HEiNz. And the Secretary may or may not report 1.5
percent in his recommendations?

Dr. Roper. Yes, sir. That is a number that was put in for budget
planning purposes, but his figure will be based on his determina-
tion of what the appropriate figure ought to be.

Senator Heinz. Let’s move off of that subject because it will be
giscussed at another date, probably in the Finance Committee or

ere,

Let me ask you this. I spoke in my opening statement about the
fact that the elderly are paying about the same proportion of their
health care costs out of pocket today as they were 23 years ago,
before we enacted the Medicare Program, and the Medicaid Pro-
gram, for that matter.

Yet, in the proposed budget, cost-sharing by the elderly will in-
crease by roughly $13.7 billion over the next 5 years principally in
the form of Medicare premiums. Some of the increase will also
come from escalating co-payments, most of the latter being defined
by existing law, as I understand it.

My question is really this. As we increase Co-pays or premiums,
is there any evidence that those kinds of additional beneficiary
costs will result in higher total Medicare outlays because the in-
crease in out-of-pocket costs will cause the elderly to delay seeking
health care? They might say, for instance, “Well, I can'’t afford that
20 iercent of the doctor bill, and I'm just going to wait until I can’t
make it any longer and then I'll go see the doctor, and maybe this
lump I've got—maybe I don’t need to worry about it.” Time can be
a very important factor in treatment costs. I'm told, for example,
that osteoporosis, while apparently at this point is not reversible, is
arrestable if diagnosed early, and that certain kinds of care can
prevent the pain, agony, and extraordinary cost to Medicare of hip
surgery, whether it is joint replacement or simply putting the knob
back on the femur.

hDo ?we have any evidence about the law of diminishing returns
there?

Dr. Rorer. No, sir, we don't. I'd just point out two things,
though. The current level of premiums and cost-sharing, the co-
payments under the Medicare Program, in real dollars are dra-
matically lower than they were when the program was originally
passed back in 1965. The level of premium increases over the years
has not kept up with inflation. But it's because of the concern that
you've voiced that the Secretary and the President have put for-
ward the catastrophic proposal that would place limits on cost-
sharing at $2,000.

Senator HeiNz. Let me ask you about the premium. As I under-
stand it, next year for new enrollees in the Medicare Program, the
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Part B premium—instead of being 25 percent of program costs as it
is for current enrollees, would be 35 percent. About one-third of all
Medicare beneficiaries are just about at, or only slightly above, the
poverty level. What do you say to those people who say that you
are taxing the poor equally with the rich, and that this particular
proposal is therefore highly regressive? And also unfair because
downscaled Medicare beneficiaries are probably going to go to less
expensive doctors than upscale Medicare beneficiaries.

Dr. RopEr. Well, the impact on the poorest would be mitigated to
a great extent by the fact that they’ll be covered under the Medic-
aid Program. The increase from 25 percent to 35 percent of pro-
gram costs is really a modest increase that we feel is warranted.
Again, under the original design of the program, the premium was
to be 50 percent of the program costs.

Senator HEiNz. Modesty is always in the eye of the beholder, as
pictures of bathing suits going back over the past 100 years prove.
My question is, irrespective of whether it's $100 a year or $1,000 a
yea;', the question of principle is still involved. Is it regressive or
not?

Dr. RopEr. A level premium affects those who are the poorest the
most, yes, sir.

Sexg)ator HEeiNz. And you see no way to cope with that at this
point?

Dr. Roper. There are some ways; to change the level of the pre-
mium——

Senator Heinz. Well, I'd like to get into those at greater length.

Let me ask you one last question before my time expires, and
that is on the Medicaid cap which will save $1.3 billion in 1988
and, as I understand it, about $16 billion over the 5-year period, a
big chunk of money. The Medicaid Program, somewhere between
one-third and one-half of which pays nursing home bills for the el-
derly, is an entitlement program. It is for people who are so poor
they have no place else to go except onto Medicaid.

There are only three ways I know of to get savings from an
entitlement program by capping it. First, you can decrease the
number of people in the program. Well, it is projected that there will
be 441,000 more eligible beneficiaries in Medicaid next year than
this. Second, you can reduce payments to the provider. I don’t know
of many people who argue that Medicaid payments to the provider
are overly generous, but maybe you can talk to that. The third is that
you can reduce services to the beneficiary.

With which of those three mechanisms, or in what combination,
do we expect the Administration’s block grant (by capping the pro-
gram, the proposal is, in effect, a block grant) to operate?

Dr. Roper. There’s a fourth option, and that is that the States
would operate the program more efficiently. I mentioned in my
comments to Senator Melcher that the other part of the cap is
giving the States substantially more discretion so that they can do
that. Not cutting services, not cutting payments to providers, but
such things as building incentives for patients to be treated appro-
priately as outpatients instead of inpatients; those kinds of things
that you’ve been a pioneer in urging us to do in the Medicare Pro-
gram can be done as well in the Medicaid Program.
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Senator HEINz. And there is a lot of evidence that $16 billion
worth of efficiencies are there to be had?

Dr. Roper. We think there are, yes, sir.

Senator HEINz. Is there an analysis of that?

Dr. Rorer. There’s an analysis of the first year figure and an as-
sumption that, over time, the States will be able to make other sav-

ings.

%senator Heinz. We are finding that in the Medicare Program
savings are getting harder and harder to get simply by capping the
rate of increase of reimbursement of hospitals, because there's only
so much in the way of efficiency to be gotten at before hospitals
start doing some things we'd rather not have them do, such as dis-
charging people into the community without appropriate provision
for home health care or nursing home care. Would you not want to
be very careful and know what’s going to happen in the third and
fourth and fifth year, because there’s a lot of evidence to suggest
that what is happening in the Medicare Program right now—which
we're trying to do something about—could very easily happen in
the Medicaid Program? Remember, the Medicaid Program doesn’t
let anybody drop through the cracks; it is an entitlement program,
and we do track people pretty carefully. Medicaid, under your pro-
posal, becomes a block grant. We lose those people on our radar
screens.

Dr. Roper. You are absolutely right. This needs to be done care-
fully and monitored over time. When I was here before the commit-
tee last June I mentioned my desire to move us further along,
much further along, in our ability to truly measure what quality
health care is, and to monitor that quality. I've made substantial

rogress on that score and would be happy to discuss it with you at
ength, but I think we are close to being able to put some real sta-
tistics to the test, to say not just that we guess that quality is up or
down or sideways, but what the true story is. And that’s my desire,
to make sure that what we’re doing is appropriate.

Senator HEINz. I think my time has probably expired. If it
hasn’t, it should have. [Laughter.]

The CHalrMmAN. Thank you, Senator Heinz.

Senator Shelby.

Senator SHELBY. Thank you, Mr. Chairman.

Dr. Roper, I know that you're aware of the 37 percent rise in pa-
tients leaving hospitals and requiring home health care since Medi-
care payment limits went into effect, I believe, in 1983. But Medi-
care-covered home care visits have increased only 8 percent, ac-
cording to the figures that we have.

According to the GAO, whether a patient is granted coverage for
home care depends largely on which of the 47 insurance companies
nationwide that reviewed the claim. It seems to me that with 3.2
million elderly in need of regular home nursing care or other care
to live at home—and with only three-fifths of these seniors getting
the help they need—something is wrong.

I'm basically referring, Dr. Roper, to the unwritten and unpub-
lished guidelines that are limiting elderly access to the Medicare
home health benefit. My question to you is this: When is HCFA
going to establish a permanent set of criteria, eligibility that clear-
ly states the circumstances that entitle a patient to home care?
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And second, does care by family members who freely supplement
Medicare-covered services jeopardize the patient’s eligibility for
this care? And three, how can you explain the 133-percent jump in
Medicare denials for home health claims from the first quarter of
1984 to the first quarter of 19867

Dr. Roper. Thank, you, Senator. Let me try to take the second
one first.

Does family provided care somehow make a person ineligible for
Medicare? Absolutely not. We encourage families to offer care to
their loved ones; that’s important not only for——

Senator SHELBY. It doesn’t make them ineligible?

Dr. Roper. No, sir. Not at all.

Senator SueLBY. OK.

Dr. Rorer. Your third question, how do we explain the increased
number of denials from 1984 to 1986, it is because, No. 1, the
number of home health services are going up rather dramatically
and program expenditures are going up. But we instituted in the
fall of 1985 a better, more careful management of the program
using enhanced information on just what the individual patient cir-
cumstances were, and that has led to more accurate coverage deci-
sions on our part.

The GAO report you referenced does make two big points. One is
that we, HCFA, ought to do a better job of administering the home
care benefit. They thought we were being too loose with that pro-
gram, and we are taking steps—like the one I mentioned, and
others—to do that. They also raised the question about, are the el-
derly getting all the services they need? And we're looking at that,
as well.

If I could add one other point, you mentioned the fact that across
the Nation there is at times some inconsistency in how this pro-
gram is administered. We are aggressively moving to solve that
problem by having only 10 intermediaries to process home health
claims nationwide, thereby giving us much better quality of service
and much more consistency.

Senator SHELBY. Doctor, with respect to the private health plan
option, how does HCFA propose to insure coverage for home health
costs for enrollees?

Dr. Roper. By the arrangements that the private plan—wherever
it is, whoever it is—the arrangements that they make with home
health agencies who deliver that care.

Senator SHELBY. I want to ask you a couple of other questions,
getting into another area.

Physician payment reforms—you're familiar with it?

Dr. Roper. Yes, sir.

Senator SHELBY. Do you think this is really going to save a lot of
money? And if it does save a lot of money, will it be at the expense
of the elderly as far as quality is concerned?

Dr. RopEr. Our proposal would save $10 million in fiscal year
1988 and about $500 million over the § years of the budget. That’s
not billions, but that’s an important savings.

Senator SueELBY. You said $10 million?

Dr. Roper. In fiscal year 1988.

Senator SHELBY. Why only $10 million the first year?
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Dr. Roper. Because we propose to implement it only for the last
quarter of the fiscal year.

Senator SuELBY. OK. And then jump from $10 million to $500
million?

Dr. Roper. Over 5 years.

Senator SHELBY. Over a 5-year period. In other words, about $100
million a year?

Dr. Roper. Roughly that, yes.

Senator SHELBY. And how would that work?

Dr. Roper. The proposal would pay for radiology, anesthesiology,
and pathology services for hospital inpatients under a DRG frame-
work. We would pay a lump sum for those services instead of
paying those doctors for those services individually.

enator SHELBY. You pay the lump sum? You write one check to
the hospital, is that correct?

Dr. Roper. Well, that’s one way it could be done. Another way
woulld be to write a lump sum check to the medical staff of the hos-
pital.

Senator SHELBY. And then they have to fight over it and decide
who's going to get what out of it? Is that what you're doing?

Dr. Rorer. They would have to divide it up appropriately.

Senator SHELBY. Divide it up appropriately.

Have you heard from a lot of the practicing physicians regarding
their concerns about it being divided up inappropriately?

Dr. Roper. I've heard concerns expressed on that, yes, sir.

Senator SHeLBY. Will this move the health care delivery more
and more to the hospital, and the control economically of health
care through the various hospitals, private and otherwise, as op-
posed to the doctors?

Dr. Roper. Well, first of all, we're talking about hospital services
rendered by physicians——

Senator SHELBY. That’s health care, though, isn't it?

Dr. Roper. Well, it is, certainly. But under the scenario you paint
where the payment would go to the hospital, it would indeed add to
the hospital’s power. Under the other alternative of paying physi-
cians, it would maintain the current relationship between hospitals
and doctors,

Senator SHELBY. But you've got figures showing $500 million in
savings?

Dr. Roper. That’s our estimate, yes, sir.

Senator SHELBY. Will this be at the expense of health care in any
way, the quality of it? Could it impact on health care?

Dr. Roper. We don't think so.

Senator SuELBY. You don'’t think so.

That’s all I have, Mr. Chairman.

The CHairMAN. Senator Durenberger.

Senator DURENBERGER. Mr. Chairman, thank you.

Ever since cable came to our home, I appreciate CSPAN a lot
more.

I wonder, Dr. Roper, if we couldn’t back over the so-called budget
cuts, and I think the Chairman asked you how you justify future
cuts, and you responded that they were sort of a retardation in the
growth, so to speak. And if I look at the figures that I have before
me, prepared for us by the minority side here, in the current year



41

we're spending $71.6 billion on Medicare, and you propose to in-
crease that to around $73 billion. NIH about stays the same. Social
Security, which a lot of people use to pay for their health care, goes
up from $208.5 billion to almost $220 billion. SSI goes up $10.9 bil-
lion to $12.3 billion, and I could go on.

But one of the cuts here clearly is in Medicaid, and I'm sure
you’re going to hear a lot more about that when you get to the Fi-
nance Committee as well, but the reality is that the Administra-
tion is not proposing to cut expenditures for health care, but it is
very clearly putting some clamps, if you will, on certain areas of
growth. And I wonder if we couldn’t explore that just a little bit;
and again, perhaps for our mutual education.

In the area of Medicare payments we find things that don't go to
older people in terms of care. We have something, don’t we, called
a “disproportionate share hospital”’——

Dr. Roper. Yes, sir.

Senator DURENBERGER [continuing]. And do we—is it not true,
and maybe you can explain to us—that we incorporate into pay-
ments out of the Medicare trust fund, payments to certain hospi-
tals not on the basis of how many elderly patients they have, not
on the basis of how many elderly or Medicare-eligible visits there
are, but strictly on the basis that they have a very high Medicaid
population? General hospitals, public hospitals, big city hospitals,
and so forth, that when we moved into this prospective payment
system, besides having a lot of elderly, we also had a disproportion-
ate share of the poor.

So a fair amount of Medicare money is, in effect, going to pay
hospitals an extra amount of money just because they take care of
poor. Could you describe that for us a little bit?

Dr. Roper. Yes, sir. That’s a provision of the COBRA legislation
Congress passed last year, and it is as you described it, an addition-
al payment to hospitals because of the mix of their patients and
the income status of their patients. But we believe, as we testified
earlier, that that is not an appropriate expenditure of Medicare
funds, and one of our budget proposals is to save about $1.2 billion
in fiscal year 1988——

Senator DURENBERGER, Do you know about how much we are
spending for these so-called disproportionate share payments, and
how much you want to save—you want to save about $1 billion out
of that, or $1.3 billion, I think. Do you know what the total is that
we're paying in that category?

Dr. RopEr. I'd be glad to get it for you.

[Subsequent to the hearing, the followng information was re-
ceived for the record from Dr. Roper:]

QOur proposal does not eliminate the disproportionate share adjustment for hospi-
tals. Rather, our proposal is to eliminate the special retention of the Periodic
Interm Payment (PIP) system for certain hospitals that qualify for a disproportion-
ate share adjustment. Under our proposal, these disproportionate share hospitals
would be paid under the same prompt payment standards required for other PPS
hospitals. (Certain small rural hospitals would continue to receive PIP.) The savings

would result from a shifting of $1.2 billion in payments from fiscal year 1988 to
fiscal year 1989. It is essentially a cash flow change.

Senator DURENBERGER. There’s another one called “graduate
medical education.”” That's where we educate a lot of doctors so
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that we can have more doctors in this country than we really need.
But we have to have doctors, and it costs a lot to educate doctors.

Now, is it not true, Dr. Roper, that part of the change in this
Medicare reimbursement system, that we made a commitment on
behalf of the elderly and on behalf of our obligations under the
trust fund to ensure that there would be adequate training in
America for doctors, and so first we created something called “indi-
rect medical education,” and that’s one account, and then most re-
cently we have payments called “graduate medical education.”
And, in effect, that compensates those teaching hospitals that pro-
vide graduate medical education for the doctors of America. Not
necessarily payments for benefits provided for the elderly, but pay-
ments to hospitals for educational costs of educating doctors. Is
that not true, and can you give us a little dimension of that one?

Dr. Roper. Sure. You remember when Medicare was passed in
1965, the additional payments that you mentioned were built into
the system. The language that went with the statute in 1965,
though, said that this was to be done until society made other ar-
rangements to pay for medical education.

I share your view that that’s an important function for us to con-
tinue as a society; however, it needs to be rethought in the context
of the fact that we have dramatically more physicians trained and
currently in training than we used to have; and, I think most
people would agree, reduced needs for additional doctors. And for
that reason we have put forward two proposals, one to reduce how
much we pay for direct medical education costs and second, a re-
duction in how much we pay for the so<called indirect medical edu-
cation cost add-on. We think those are prudent because we need to
be careful how we spend Medicare’s precious dollars.

Senator DURENBERGER. So out of the $4.7 billion in reductions in
spending, we have $1.3 billion for these disproportionate share hos-
pitals that take care of a lot of poor people, and we have another
approximately—I think, if I'm reading this correctly—about $1.2
billion or $1.8 billion——

Dr. Roper. Yes, sir.

Senator DURENBERGER [continuing]. In medical education ac-
counts. Now, that gets us to the fact that a majority of the Admin-
istration’s recommendations don’t have anything to do with direct-
ly accessing the elderly or the disabled to hospitals, but indirectly
the suggestion is to reduce the payments out of the Medicare trust
fund for doctor education and hospitals that serve poor people.
Would that be correct?

Dr. Roper. That’s correct, yes, sir.

Senator DURENBERGER. One of the things I don’t see in here is
where the Administration has dealt with all of this hospital profit
that we’ve been reading about lately. Everybody seems to be testi-
fying to the fact that the hospitals in this country in 1984 made a
profit of 12 or 14 percent, and in 1985 about 15 percent. My sense is
that that may not be totally true, but the reality seems to be that
some hospitals, under the prospective payment system, are making
a lot more profit than are other hospitals compared to what their
profit ratios may have been before. In other words, for example,
suburban hospitals seem to be doing pretty well whereas rural hos-
pitals or downtown hospitals may not be doing too well.
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Do you have any testimony with regard to that and with regard
to efforts you might be undertaking to help us balance that system
better between different kinds of hospitals?

Dr. Roper. I mentioned to Senator Heinz that the Secretary owes
a report to you all April 1st as to what his recommendation for
next year for Medicare hospital payments will be. We are currently
analyzing the various things you mentioned. My good friend the In-
spector General, Mr. Kusserow, has some concerns about hospital
profitability. I believe that whereas hospital profits were substan-
tially high—the figures you mentioned in 1984 and 1985—that in
1986, and certainly in 1987, we are seeing a reduction from those
levels. To be very straightforward about it, we don’t have good, cur-
rent information about hospital profitability; and to my consterna-
tion, neither do the hospitals. I spent some days this week talking
to the Federation of American Health Systems and the American
Hospital Association, and they are seeking to come up with better
data. But we just don’t have current information.

Senator DURENBERGER. Thank you. I think my time has expired.

Mr. Chairman, thank you.

The CHAIRMAN. Senator Reid.

Senator Reip. Thank you very much, Mr. Chairman.

In following up on one of the questions you asked, I think we
may have the salvation of the country here at our fingertips. As I
heard the testimony here, the Administration is proposing to make
a $6 billion cut in Medicare programs but still render better serv-
ice. Isn't that the statement I heard?

Senator DURENBERGER. I think that’s a fair assessment of Dr.
Roper’s testimony.

nator Rem. 1 wonder if it would be possible to get you to
switch to the Defense Department. We could really clean up there.
[Laughter.]

We could cut that by $40 billion or $50 billion and still have
better service.

Mr. Chairman, I'm concerned about a couple of things, and I'll
direct these questions, of course, to Dr. Roper.

I talked earlier in my opening statement about catastrophic
health care coverage. As I understand the proposals that have been
introduced, including that of the Administration, none of them
pick up some catastrophic health care costs which, of course, can
be astronomical. Are you sticking with the Administration’s pro-
posal or a combination of some that have been offered? What do
you think we should do about this complicated problem?

Dr. Roper. Certainly I believe they are sound proposals. I didn’t
quite understand your question, Senator. You said that the propos-
als don’t cover catastrophic costs?

Senator REID. Yes. We're all looking at a new way to handle cat-
astrophic illness, and that’s what all the talk has been recently. Is
that not right?

Dr. RopER. One of the major concerns that has been raised, and
legitimately so, is how to pay for catastrophic-——

Senator Rem. Pardon me?

Dr. Roper. Excuse me. One of the concerns that has been raised,
and legitimately so, is how to pay for catastrophic nursing home
costs.
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Senator Remp. That’s right.

Dr. Roper. And the President has asked his Treasury Depart-
ment to study the Secretary’s recommendations for additional sup-
port for private, long-term care insurance and additional savings
programs—including one called an Individual Medical Account—
that would provide for more coverage of long-term care nursing
home services. Those are prudent steps that ought to be followed
up on.

Senator Remb. You're right, I did not read the first sentence of
my question here which did say—“none of the catastrophic health
care coverage proposals introduced thus far address the problem of
long-term nursing care coverage,” and that includes the Adminis-
tration’s—Dr. Bowen’s—proposal; is that not right?

Dr. Roper. Well, the main proposal that has gained such atten-
tion to Medicare does not deal with nursing home services. But an-
other part of Dr. Bowen’s and the President’s proposal is to study
these long-term care insurance and savings proposals, and I think
those are fruitful opportunities.

Senator Remp. You're saying, then, that your recommendation
through the Administration is to conduct a study to see what the
dimension of the problem is? Is that right?

Dr. Roper. Well, more than that, to study a couple of very prom-
ising alternatives. It’s to begin with the realization that the magni-
tude of the financing problem of nursing home service is truly gi-
gantic, especially with the so-called demographic trends; that is,
more older people as a part of our society. It is simply not a solu-
tion, I think, to say that we shall have a Government financing
program- for all nursing home services. We've got to realize that
this is a thing that Government and the private sector and individ-
uals and families have to work on together. But there are some
promising solutions, like the ones I've mentioned.

Senator Remb. We've been getting some letters and communica-
tions from health care providers and patients concerned about
older people who are severely mentally disabled, have Alzheimer's
disease, or have abused themselves with alcohol or drugs. Is there
any way that Medicare could cover some of these very serious prob-
lems that older people have?

Dr. Roper. Well, of course, we do cover some parts of the care for
individuals with those maladies.

Serrx)ator REm. But—I'm sorry—when you say “some parts,” what
parts?

Dr. Roper. Take, for example, the Alzheimer’s that you men-
tioned. Individuals over 65 who have Alzheimer’s disease are cov-
ered for their acute medical expenses. They are not covered under
Medicare for their long-term, chronic health care needs.

Senator Reip, But, of course, that is the problem, isn’t it?

Dr. Roeer. It certainly is. It's one I'm personally well acquainted
with. One of the things we're doing at the Congress’ request is
launching a series of demonstrations under the Medicare Program
of how better to provide services for Alzheimer’s patients, and we’ll
be coming back to you with reports on what those demonstrations

yield.
Senator Reip. That study is being conducted right now?
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Dr. Rorer. We're undertaking it under the legislation that you
all passed last year.

Senator REIp. And how long is that going to take?

Dr. Roper. The demonstrations are multi-year demonstrations,
but we should have results along the way.

Senator Reip. You also heard my opening statement when I
talked about some of the Social Security field offices being closed.
In Nevada, where there are such huge distances between the two
metropolitan areas—that is, Las Vegas and Reno—we are very con-
cerned that beneficiaries in rural areas will no longer be able to
work with field representatives as a result of these proposed staff-
ing reductions. Have you given any personal attention to this to de-
termine if, in rural America, this will be a problem?

Dr. Roper. I believe the question you refer to is the Social Secu-
rity district offices, and I defer to the representative of the Social
Security Administration who will follow me. He is more able to
give you a response to your question. e

Senator Remp. Real fine. Thank you very much.

Dr. Rorer. Thank you.

The CrairMAN. Senator Domenici.

Senator DoMeNIcI. Mr. Chairman, I wonder if you would permit
me to just talk about an overview picture of how our country has
treated the senior citizens in the past 20 years.
hSe;xator CHiLes. Would you yield just for a moment before you do
that? .

Senator DoMmeNici. Of course.

STATEMENT OF HON. LAWTON CHILES, A U.S. SENATOR FROM
THE STATE OF FLORIDA

Senator CHILES. I'm going to have to be at another hearing and 1
wanted to just take a minute to compliment Chairman Melcher on
holding these hearings. I have had a chance to hear most of these
witnesses—in fact, all of the witnesses except one, or two, that
you're going to have today—at our Appropriation and Budget Com-
mittee hearings.

I trust that all of our senior citizens are going to understand that
what we're talking about is the proposed President’s budget. Con-
gress has not acted on that, and T know that the Senator from New
Mexico is going to talk about a history of some of the things that
we have acted on.

Mr. Chairman, I want to compliment you on holding the hear-
ings and I think they will serve good purposes, and I have enjoyed
hearing these witnesses myself. I'm sorry that I can’t stay.

The CHAIRMAN. Thank you, Senator Chiles.

Senator Domenici.

STATEMENT OF HON. PETE DOMENICI, A U.S, SENATOR FROM
THE STATE OF NEW MEXICO

Senator DomMenict. Mr. Chairman and Senator Chiles, I under-
stand that you have to leave. Let me just say that last year before I
left the chairmanship of the Budget Committee, it occurred to me
that over the years the committee—you were my ranking member
for all those years—had been addressing the issue of senior citizens
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and what portion of the national budget went to them. Were we
really, in a sense, addressing the senior citizen issue with financial
resources, or were we making the senior citizens pay for something
else we wanted to do in this society?

So I asked the Congressional Budget Office to go back two dec-
ades and tell us how well senior citizens had fared as part of the
budget and as part of our fiscal processes. All I'm going to do is
review that very quickly. I am not passing judgment on the Presi-
dent’s program this year. We have never adopted the President’s
budgets in toto; the Budget Committee never has in the area of
senior citizens, as you well know. I doubt that we will this year. I
don’t think that we've ever adopted any President’s budget in the
38 years that they've been sending them to us; that’s, at least, my
vague recollection.

I know that Senator Chiles would join me in saying to our sen-
lors that clearly we have not yet prepared a budget for the Con-
gress of the United States, and it serves a good purpose to hear
what the President is recommending. But we are a long way from
coming to the conclusions that the collective U.S. Senate will come
to, first in the Aging Committee and the Budget Committee, and
then as we move through the processes.

Mr. Chairman, thank you for giving me just a few moments here.
I don’t want anybody to think that the Senator from New Mexico
is not aware of the fact that out in the United States, regardless of
how much money we’re spending, regardless of the number of pro-
grams that we have, that there are not many problems that
remain unaddressed.

Clearly, in our kind of society when we find a major program, we
fund it and we run it for 10 or 12 years and we find that some
pecple are left out that we didn’t know about, we run five or six
programs concurrently and we find that arbitrary lines have been
drawn, so we find that people that we thought we were helping
weren’t being helped. These programs are very complicated formu-
la programs and nothing that I'm going to talk about indicates that
they’ve reached a state of perfection, nor that we have done the ab-
solute best job in the world putting the programs together in a way
that works. We have not resolved in Medicare home health care
versus hospitalization, for example,

However, I think I would conclude, Mr. Chairman, that because
of the Aging Committee, its predecessor chairman, Senator Heinz,
and hopefully you as you serve, others in the United States, the Fi-
nance Committees of the U.S. Congress and, yes, the Budget Com-
mittee for the last decade have done a relatively good job of fund-
ing senior citizen programs and helping the seniors of this country.

What we have in the first chart is very, very simple. In constant
dollars, the first chart shows what we have spent in 1965, 1970,
1975, 1980, and 1985 for all major social programs that affect our
seniors—Social Security, Medicare, and all others. It is interesting
to note that in each of these decades the amount of money has
gone up substantially. This is all in constant dollars. It is also in-
teresting to note that every one of the three components have gone
up dramatically; whereas in 1980 we were spending $191 billion, we
are spending $259 billion in 1985.
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FEDERAL SPENDING FOR THE ELDERLY
(BILLIONS OF 1985 DOLLARS)
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Now, Mr. Chairman, somebody might say, well, what are the de-
mographics? Are there not more senior citizens now than 20 years
ago? And wouldn't that graph be somewhat out of focus as to
whether or not we are really, on a per capita basis, helping? So the
next chart translates all these amounts into per capita assistance.
That’s interesting also because in 1975, per capita assistance was
$6,985. In the year 1985, the Congressional Budget Office figures—
not figures from any particular committee around here that would

have an ax to grind—there was $9,064 per capita in terms of assist-
ance to senior citizens.
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FEDERAL SPENDING FOR THE ELDERLY
PER CAPITA AGE 85 OR OLDER
(1985 DOLLARS)
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Others who have said—and I do not say this to either agree with
the notion that we have spent too much on defense, or agree with
the notion that we haven’t spent enough on defense—that in the
past 6 or 7 years, assistance to senior citizens has suffered as we
have attempted to spend more on defense. I think that would show
up in terms of the percentage of our budget that we spend on de-
fense versus the percent that we spend on senior citizens. If one
had to go down at the expense of the other, it would seem to the
Senator from New Mexico that as defense went up as a percent of
the budget, you would find spending for senior citizens going down.

Quite to the contrary; Federal spending for the elderly, as a per-
cent of total Federal spending, is depicted on chart 3. You will note
that in the year 1980, 24.4 percent of the national budget was for
elderly assistance. And you will find in 1985 that as a percent of
the budget, they are 27.3 percent for the elderly programs.
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FEDERAL SPENDING FOR THE ELDERLY
PERCENT OF TOTAL FEDERAL SPENDING
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I only give the committee this—and those who are representa-
tives of the senior citizen community out here who might be con-
cerned—as evidence that your Congress and those representing you
collectively—not Pete Domenici, or the Budget Committee, or this
committee, but collectively—we have not cut back on senior citizen
aid and assistance because we think anything else is more impor-
tant, nor have the senior citizens on a per capita basis gone down
in assistance over these years. Rather, it has gone up.

I have concluded, in observing all this, that America has very,
very few successful social programs that are totally the result of
the Federal Government’s policies, but one that is clearly working
is the American Government’s program to help senior citizens. 1
believe every indication is that there is less poverty among seniors
than there was 25 years ago; I believe that even in the last decade,
there is less poverty among senior citizens than there is the popu-
lation at large. I think those are dramatic indications that we have
had some degree of success in this particular area.

Mr. Chairman, I too want to Join Senator Chiles in commending
you for the hearings, for focusing on keeping this thrust going,
doing the very best we can for the senior citizens and not letting
any process—budget, fiscal or otherwise—stop this momentum that
we have of a primary social concern for our elders evidenced by
putting the money where our rhetoric is and succeeding to some
extent.

Thank you very much.

[The prepared statement of Senator Domenici follows:]
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STATEMENT
SENATOR PETE V. DOMENICI
SENATE COMMITTEE ON AGING
MARCH 13, 1987

MR. CHAIRMAN, I COMMEND YOU FOR HOLDING THIS HEARING TO EXAMINE

THE EFFECTS OF THE FY 1988 BUDGET ON THE ELDERLY.

THE FEDERAL BUDGET HAS AN ENORMOUS IMPACT ON THE ELDERLY EVERY
DAY OF THEIR LIVES. WE NEED TO BE REMINDED OFTEN OF OUR SPECIAL
RESPONSIBILITY TO ASSURE THEM ADEQUATE INCOME, DECENT HEALTH

CARE, AND PEACE OF MIND THAT THE BENEFITS WILL CONTINUE.

LET'S REMEMBER THAT WE CAN'T ASSESS THE IMPACT OF THE FY 1988
BUDGET ON THE ELDERLY OR ANYBODY. WE DON'T HAVE A BUDGET YET,

THE BUDGET COMMITTEES WILL BEGIN TO PREPARE ONE NEXT WEEK.

ALL WE HAVE TO ASSESS ARE THE ADMINISTRATION'S BUDGET PROPOSALS.
WE CAN TALK ABOUT THEM OR EVEN SCORN THEM. BUT CONGRESS NEVER
ADOPTS THE PRESIDENT'S BUDGET IN TOTAL, AND WE WON'T THIS YEAR.

SO LET'S NOT DWELL ON WHAT MIGHT BE, LET'S FOCUS ON WHAT IS.

THE FEDERAL BUDGET HAS BEEN VERY GENEROUS TC THE ELDERLY OVER THE
PAST TWO DECADES. THAT IS A RECORD THAT CONGRESS AND THE
AMERICAN PEOPLE CAN BE PROUD OF. NOT EVERYBODY REALIZES THE
STRENGTH OF THAT RECORD, OR THEY MIGHT DISCOUNT MY CLAIM BECAUSE

I WAS THE BUDGET COMMITTEE CHAIRMAN FOR THE PAST SIX YEARS.
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I ANTICIPATED THAT AND ASKED THE CONGRESSIONAL BUDGET OFFICE
{CBO} TO ANALYZE HOW THE ELDERLY HAVE FARED IN THE FEDERAL BUDGET
OVER THE PAST TWO DECADES. THE CBO DATA SHOW A RELIABLE PICTURE
OF THE INCREASING RESOURCES DEVOTED TO THE ELDERLY. I WOULD LIKE

TO HAVE THE STUDY PUT INTO THE RECORD.

MR. CHAIRMAN, I WANT TO POINT OUT THREE FACTS THAT THE CBO STUDY

MAKES VERY CLEAR.

THE FIRST CHART SHOWS THAT REAL FEDERAL SPENDING FOR THE ELDERLY
HAS GROWN FRCM $63 BILLION IN 1965 TO $259 BILLION IN 1585.

THESE FIGURES ARE IN CONSTANT 1985 DOLLARS.

THE SECOND CHART SHOWS THAT PER CAPITA SPENDING HAS INCREASED
GREATLY OVER THE SAME PERICD. I POINT THIS OUT TC SHOW THAT
SPENDING HAS INCREASED NOT ONLY BECAUSE THERE ARE MORE ELDERLY

AMERICANS, BUT BECAUSE WE ARE MORE GENEROUS PER PERSON.

THE THIRD CHART SHOWS THAT THE SHARE OF THE FEDERAL BUDGET
DEVOTED TO THE ELDERLY HAS INCREASED ALSC. THIS DEBUNKS THE MYTH

THAT RESTCRING AMERICA'S DEFENSES AT THE EXPENSE OF THE ELDERLY.

MR. CHAIRMAN, I AM NOT TAKING CREDIT OR BLAME FOR THESE NUMBERS.
THE NUMBERS ARE AGGREGATES AND AVERAGES. THEY DON'T REPRESENT

EVERY INDIVIDUAL CASE. THERE ARE MANY PRCBLEMS OUT THERE THAT
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MUST STILL BE ADDRESSED. THAT'S WHY WE HAVE COMMITTEES LIKE THIS

AND HEARINGS LIKE THE ONE TODAY.

THESE ARE JUST THE FACTS, AS REPORTED BY THE CBO. BUT IT IS A
VERY FAVORABLE RECORD OF BUDGETARY ACHIEVEMENT FOR THE ELDERLY,

IN THE AGGREGATE.

I WOULD ALSO LIKE TC POINT QUT THAT THE BUDGET PROCESS ITSELF IS
NOTHING FOR OLDER AMERICANS TCO FEAR. CONGRESS HAS DONE MANY

POSITIVE THINGS THROUGH THE BUDGET FOR THE ELDERLY.

LOOK AT LAST YEAR'S RECONCILIATICN BILL. CONGRESS USED IT TO
STRIKE AN OUT OF DATE LAW THAT WOULD HAVE AUTOMATICALLY FROZEN
THE SOCIAL SECURITY COLA THIS PAST JANUARY. WE EXEMPTED ALL OF

THE FEDERAL RETIREMENT COLAS FROM GRAMM-RUDMAN IN THE SAME BILL.

CONGRESS DECIDED TO LIMIT THE INCREASE IN THE MEDICARE DEDUCTIBLE
TO $520 THIS YEAR AS PART OF THE BUDGET RESOLUTION. THAT SAVES

. THE ELDERLY $52 EVERY TIME THEY ENTER THE HOSPITAL.

THE RECONCILIATION BILL ALSO CONTAINED PROVISIONS TC IMPROVE THE
QUALITY OF CARE UNDER THE MEDICARE PROGRAM, ITEMS THAT CONGRESS

MAY NOT HAVE CONSIDERED WITHOUT THE RECONCILIATION BILL.

TC SUM UP, MR. CHAIRMAN, AMERICA'S SENIOR CITIZENS HAVE RECEIVED
FAIR AND GENEROUS TREATMENT IN THE FEDERAL BUDGET, AS THE CBO
STUDY DOCUMENTS. IN FACT, THE BUDGET PROCESS ITSELF HAS BEEN A
VEHICLE FOR MANY FAVORABLE PROGRAM CHANGES FOR THE ELDERLY.

THAT'S A RECORD WE CAN ALL BE PROUD OF.



CONGRESSIONAL BUDGET OFFICE Rudoiph G. Penner

U.8. CONGRESS Dirsctor

WASHINGTON, D.C. 20515 February 17, 1987

The Honorable Pete V. Domenici
Ranking Minority Member
Committee on the Budget
United States Senate
Washington, D.C. 20510

Dear Senator:

This letter responds to your request of December 16, 1986, for
information on federal spending for the elderly under the principal programs
bencfiting them.

The enclosed table provides the data you requested. The table reports
total federal outlays benefiting the elderly under the principal federal
benefit programs for the years 1865, 1971, 1975, 1980, and 1885. Figures
for all years other than 1965 were compiled by the Office of Management
and Budget (OMB) and are reported in the 1986 Statistical Abstract of the
United States, a publication of the Bureau of the Census. Data for those
years are aveileble separately for each of a dozen different programs or
groups of programs, 8s well as for the set of all such programs taken
together. Based on conversations with staff of the OMB, it appears that
they have not prepared comparable figures for 1865, Therefore, for that
year, total spending for the elderly under principal programs is reported,
based on e nongovernmental source, Qutlays under the Social Security
program, which we were able to obtain, accounted for roughly two~thirds of
the estimated total expenditures, however.

As you requested, total spending benefiting the elderly, &s well as the
program-by-program figures, are reported in several different forms: in
billions of current dollars; in billions of constant 1985 dollars; in constant
dollars per elderly person; as a percent of the gross national product; as a
percent of total federal outlays; and as a percent of total federal outlays,
except for defense and net interest payments.

As you noted in your letter, there are many problems in preparing this
sort of date in a manner that is comparable both across programs and over
time. Definitions of the elderly differ among programs, the quality of the
data varjes both over time and across programs, and there is no assurance
that precisely the same techniques were applied by the many different
people who compiled this informetion over the years. Nonetheless, these
data probably provide a reasonably religble picture of the Increasing
resources devoted to the elderly by the federal government during the past
two decades.

v a



The Honorable Pete V. Domenici
Page Two

Martin D. Levine of the Congressional Budget Office’s Human
Resources and Community Development Division, who prepared this
information, has provided Micheel Carozza with & magnetie disc containing
the underlying data.

1 hope you find this information to be useful. Please call me if you
have any further questions, or have Mr. Carozza cell Marty Levine at

x62659.
Sincerely,
I .

Rudolph G. Penner
Director

With best wishes,

Enclosure

ce:  The Honorable Lawton Chiles
Cheirman
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TABLE 1. ESTIMATED FEDERAL SPENDING FOR THE ELDERLY UNDER
SELECTED PROGRAMS: FISCAL YEARS 1965-1885

1865 1871 1878 1980 1985

In Billions of Current Dollars

Social Security 12.3 27.1 51.8 81.2 140.4
Railroad Retirement af 1.7 2.8 3.6 4.7
Federal Civilian

Retirement a/ 2.3 5.5 7.8 13.7
Military Retirement a/ 0.7 1.1 1.8 4.3
Benefits for Coal

Miners b/ &/ 8.1 6.2 1.3 1.5
Supplementary Security

Income a/ 1.4¢/ 1.8 2.3 3.2
Veterans Pensions d/ a/ 0.9 1.5 3.3 5.4
Medicare a/ 7.5 12.8 29.3 61.4
Medicaid a/ 1.9 2.6 4.7 8.5
Food Stamps e/ a/ 8.2 1.8 0.5 0.6
Housing Assistance 8/ 8.2 0.4 2.3 4,58/
Other g/ a/ _h.a n.a. 6.1 10.3

Totel 18.8 44.0 81.3 144.2 258.86

In Billions of Constant 1985 Dollars

Social Security 40.9 89.7 101.0 107.5 140.4
Railroad Retirement a/ 4.4 5.5 4.8 4.7
Federal Civilian

Retirement a/ 5.9 10.7 10.3 13.7
Military Retirement a/ 1.8 2.1 2.4 4.3
Benefits for Coal

Miners b/ a/ 0.3 0.4 1.7 i.5
Supplementary Security ’

Income &/ 3.6¢/ 3.5 3.0 3.2
Veterans Pensions d/ a/ 2.3 2.9 4.4 5.4
Medicare 8/ 18.3 25.0 38.8 61.4
Medicaid a/ 4.8 5.1 6.2 8.5
Food Stamps e/ a/ 0.5 1.8 0.7 0.6
Housing Assistance a/ 0.5 0.8 3.0 4.51/
Other g/ a/ _na. n.a. 8.1 10.3

Total §2.8 113.1 158.5 191.0 258.6

~{eontinued)
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1865 1971 1875 1980 1985
Per Person Age §5 or Older,
in Constant 1985 Dollars

Social Security 2,219 3,389 4,450 4,182 4,921
Railroad Retirement &/ 213 241 185 165
Federal Civilian

Retirement a/ 288 473 402 480
Military Retirement a/ 88 95 93 151
Benefits for Cosl

Miners b/ &/ 13 17 67 53
Supplementary Security

Income &/ 175¢/ 155 118 112
Veterans Pensions d/ a/ 113 129 170 189
Medicare a/ 938 1,100 1,508 2,152
Medicaid a/ 238 223 242 298
Food Stamps e/ 8/ 25 86 26 21
Housing Assistance @/ 25 34 118 158{/
Cther g/ a/ n.a. n.s. 314 361

Total 3,392 5,502 6,985 7,427 9,064

As a Percent of GNP

Social Security 1.83 2.56 3.40 3.04 3.57
Railroad Retirement 8/ 0.18 0.18 0.13 0.12
Federal Civilian

Retirement a/ 0.22 0.38 0.28 0.35
Military Retirement a/ 0.07 0.07 0.07 0.11
Benefits for Coal

Miners b/ a/ 0.01 0.01 0.05 6.04
Supplementary Security

Income a/ 0.13¢/  0.12 0.09 0.08
Veterans Pensions 4/ a/ 8.08 0.10 0.12 0.14
Medicare 8/ 8.71 0.84 1.10 1.56
Medicsid &/ 0.18 6.17 0.18 6.22
Food Stamps e/ a/ 0.02 8.07 0.02 0.02
Housing Assistance 8/ 0.02 0.03 0.03 o.11f/
Other g/ e/ ne. n.a. 0.23 0,26

Total 2.78 4.16 5.34 5.41 6.57

{continued)
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1965 1871 1875 1980 1985
As a Percent of Total
Pederal Spending

Social Security 10.4 12.8 15.8 13.7 14.8
Railroad Retirement 8/ 6.8 0.8 0.6 8.5
Federal Civilian

Retirement 8/ 1.1 1.7 1.3 1.4
Military Retirement 8/ 0.3 0.3 0.3 8.5
Benefits for Coal

Miners b/ a/ h/ 0.1 0.2 0.2
Supplementary Security

Income a/ g.7¢8/ 0.5 0.4 0.3
Veterans Pensions 4/ a/ 0.4 0.5 0.6 0.6
Medicare a/ 3.6 3.9 $.0 6.5
Medicaid 8/ 0.9 0.8 0.8 0.8
Food Stamps e/ 8/ 0.1 0.3 0.1 8.1
Housing Assistance 8/ 8.1 8.1 0.4 g.5%
Other g/ a/ n.8. n.a. 1.0 1.1

Total 15.9 20.8 24.5 24.4 27.3

As a Percent of Federal Spending,
Except Defense and Net Interest

Social Security 20.8 23.3 23.3 20.1 24.9
Railroad Retirement a/ 1.5 1.3 0.9 0.8
Federal Civilian

Retirement 8/ 2.0 2.% 1.8 2.4
Military Retirement a/f 6.6 0.5 0.4 0.8
Benefits for Coal

Miners b/ a/ 0.1 6.1 8.3 0.3
Supplementeary Security

Income a/ 1.2¢/ 0.8 0.8 0.6
Veterans Pensions 4/ a/ 0.8 0.7 6.8 1.0
Medicare 8/ 6.4 5.8 7.2 10.9
Medicaid 8/ 1.6 1.2 1.2 1.5
Food Stamps g/ a/ 0.2 0.4 0.1 0.1
Housing Assistance a/ 0.2 0.2 0.6 0.8%
Other g/ a/ n.8. n.a. 1.5 1.8

Total 31.9 37.8 36.5 35.7 45.8

{continued)
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SOURCES: Figures for 1971-1985 from 1986 Statistical Abstract of the

United States; totals for 1965 from R. Clark and J. Menefee,
"Federal Expenditures for the Elderly: Past and Future," The
Gerontologist, April 1981; Social Security figures for 1965 were
derived i;rom 1965 Annual Statistical Supplement of the Social
Security Bulletin and Fiscal Year 1987 Historical Tables of the
Budget of the U.S. Government.

NOTES:  Reported spending includes only federal outlays directed toward

the elderly—people 65 years of age and older. Figures do not
include federal outlays benefiting younger people or spending by
state and local governments.

Details may not sum to totals beceuse of rounding.

n.a. = ot available.

&.

Estimated total spending for the elderly in 1965 was taken from a
source that did not report spending separately by program. Only
Social Security spending could be estimated separately.

Prior to 1980, represents benefits for miners' widows only,

Represents grants to states o aid the aged, blind, and disabled.
Includes other velerans' compensation for the aged beginning in 1980.

Includes nutrition assistance to Puerto Rico.

Adjusted to eliminate outlays resulting from changing the financing
procedures for public housing.

Includes, among other items, Administration on Aging programs,
National Institute on Aging spending, housing loans for the elderly, and
energy assistance.

Less than 0.05 percent.
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The CHAIRMAN. Thank you very much, Senator Domenici.

I want to put something in perspective that Senator Durenberger
touched on a little bit earlier today. He mentioned, Dr. Roper, that
the increase in Medicare would go from $71.-something billion to
g ?3.-something billion this year. Is that correct, under your propos-

Dr. Roper. Yes, sir. That’s essentially correct. It depends on how
you——

The CuaIRMAN. All right. That's an increase of, what, about 2
percent?

Dr. Rorer. Yes, sir.

The CuAIRMAN. And what's been the increase in hospital costs?

Dr. Rorper. The estimate that we have is 4.5 percent.

The Cuairman. That’s 4.5 percent?

Dr. Roper. For 1988, yes, sir.

The CHAIRMAN. And what's been the increase in prescription
drug costs?

Dr. Rorer. I don’t have that figure. I would be glad to supply it
for you.

{The information to be supplied follows:]

The Bureau of Labor Statistics collects data on prices to prepare the Consumer
Price Index. The price of prescription drugs is one of the data elements collected.
During the period 1981-86, prescription drug prices increased an aversage of 10.6
percent per year or a total of 62 percent over the 5-year period. The data are not
projected for future years, thus there is no information on estimated prescription
drug price increases for 1988.

The Health Care Financing Administration collects data to prepare the annual
“National Health Exzpenditure Report”. Qur data do not break out prescription
drugs as a separate item. However, we do include drugs in a broader category which
we categorize as “‘drugs and medical sundries”. Prescription drugs are approximate-

ly 60 percent of this category. We estimate the increase in expenditures for this
broader category in 1988 at 9.9 percent.

The CuaiRMAN. Would it be something in the neighborhood of 10
percent?

Dr. Roper. It may well be, sir.

The CHAIRMAN. And over 50 percent over the past 5 years?

Dr. Rorer. It may well be.

The CuairMAN. You think you agree, but you're not sure?

Dxl*. Rorer. I just don’t have that figure, but it has increased, cer-
tainly.

The CHAIRMAN. And the percentage of increase in doctors’ costs?

Dr. RopPERr. It's been increasing roughly 12 percent a year.

The Cuairman. Twelve percent?

Dr. Roper. Yes, sir.

The CHAIRMAN. So in all of these items, they are much greater
than the 2-percent increase in Medicare costs?

Dr. Roper. Certainly.

The CHAIRMAN. And will there be more people covered by Medi-
care this coming year?

Dr. Roper. Yes, sir.

The CHAIRMAN. How many more?

Dr. Roper. 300,000.

The CHAIRMAN. What percentage?

Dr. Roper. That'’s roughly 1 percent more,
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The Cuairman. Roughly 1 percent, so increases in costs are
going to go up_about 2 percent; there are going to be 1 percent
more people that will divide up those costs, and the hospital costs
and the drug costs and the doctor costs have all gone up a great
deal more than 2 percent, have they not?

Dr. Roper. And that’s why we need very much to operate these
programs more efficiently, as our proposals would do.

The CHAIRMAN. And your proposals would operate it more effi-
ciently, you state, without having adequate research or sampling to
demonstrate it? Isn’t that true?

Dr. RoPEr. We believe we've got adequate basis for these.

The CHAirMaN. Well, T think that’s doubtful. '

But finally, one point. All this money comes out of the trust
funds that we're talking about.

Dr. RopeRr. No, sir; Part A, the hospital part of Medicare is trust
fund dollars.

The CuairMaN. All right. And Part B is what?

Dr. Roper. Part B, 25 percent is premium income from benefici-
aries; 75 percent, general revenue of the Government.

The CnairmaN. All right. So there is general revenue involved
there, but what proportion of them are out of the trust fund, or
out-of-pocket costs by the-—— }

Dr. Roper. If you're lumping together Medicare and Medicaid,
about half the $100 billion is trust fund dollars. The other half is
divided between premium income and general revenue.

The CHAIRMAN. About half of it is out of the trust fund, which is
a separate case, and about 25 percent of the other half is out of the
elderly’s pocket?

Dr. Roper. Of Medicare Part B, yes, sir.

The CuairMAN. And so this will be cut, if you had your way, if
the President’s budget has its way. And I don't suppose you look at
the other portions of the budget, do you, in the other departments?

Dr. Roper. Not with any great detail, sir.

The CualrMAN. Well, I'll just tell you that the President recom-
mends about an 8-percent increase in defense and about a 9-per-
cent increase in foreign aid, just to put it into perspective. In other
words, the savings come from the elderly, and the increases in
these other parts of the budget.

Well, I thank you very much, Doctor, for your testimony.

I will be submitting additional questions for you to respond in
writing.

Dr. Roper. I'd be pleased to do that.

[The questions and the answers thereto follow:]
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The Honorable William L. Roper
Administrator

Health Care Financing Administration
Department of Health and Human Services
Room 316 G

200 Independence Avenue, S.W.
Washington, D.C. 20201

Dear Dr. Roper:

Thank you for appearing before the Senate Special Committee
on Aging on March 13 and answering questions regarding the
impact of the Administration's proposed budget for fiscal year
1988 on Federal agencies providing services to older Americans.
Your testimony was helpful and we appreciated having the benefit
of your views.

During the course of the hearing, Administration witnesses
indicated that they would be willing to answer additional
questions that Committee members did not have the opportunity to
pose. Keeping this offer in mind, we request that you answer
the following questions:

1. With the Administration's proposal to reduce the Medicare
pudget by $5.1 billion, how can you assure that beneficiary
services would not be reduced? Please describe specifically how
these cuts would affect out-of-pocket expenditures for
beneficiaries.

2. You propose to increase Part B premiums for new Medicare
beneficiaries to 35 percent of program c¢osts. Instead of paying
$22.30 per month, new beneficiaries would have tc pay

$31.20 per month. Why should Congress discriminate against new
beneficiaries by charging them more than current bencficiaries?
Will this create another "notch'™ group?

73-936 0 - 87 - 3
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3. Suppose the Administration's catastrophic health plan is
adopted by Congress and the premium is further increased by $5
or $6 in 1988,

a. Are you concerned that new beneficiaries may not elect
to buy into Part B because it will become too expensive?

b. Do you have any studies which indicate that this will
not be the case? If so, please provide any and all
supporting documentation,

¢. If people do not buy into Part B, what effect is that
going to bave on the financing of the Administration's
catastrophic plan?

4.  About 20 percent of seniors cannot afford to purchase Medi-
gap insurance, yet they do not qualify for Medicaid. Does it
concern the Administration that with additional increases in
premiums, many people will go with even less medical attention?
How can we cope with this problem?

5. You are proposing toc index the Part B deductible to the
Medical Economic Index. Last year, medical care costs overall
rose 7.7 percent, about 7 times as fast as the consumer price
index. Since Social Security CQOLAs are tied to the CPI, how can
we expect beneficiaries to be able to keep pace with these ever-
increasing out-of-pocket health care expenditures?

6., Medicare mental health benefits have not changed since the
program was established in 1965. Would you support legislation
to adjust these benefits to refle¢t current needs and costs?
Would you support legislation which extends mental health
coverage to include reimbursement for non-physician
practitioners, such as psychclogists, as eligible for direct
reimbursement? If not, please provide your rationale for this
position.

7. In light of the tremendous costs faced by older persons who
are severely mentally disabled or who are alcohol and/or drug
abusers, why was mental health care not included in the
catastrophic care plan that was endorsed by the Administration?
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8. What do you perceive the impact of a Medicaid cap to be on
services, such as mental health care, that are not currently
directly reimbursed? What will be the impact on nursing home
care? Will eligible beneficiaries be denied care when funding
is exhausted in a particular year? Does the Administration have
any evidence to show that cuts will not endanger quality? If
so, please provide any and all supporting documentation.

S. Does the Administration's proposal for a 30-day turn-around
time for cleap claims mean that reimbursements will be made on
clean claims in less than 30 days or will you hold
reimbursements until day 30?7 If the claim is not clean, will
this fact be conveyed tc the beneficlary or provider
immediately, or would the intermediary wait 30 days to let them
know that further information is required or that the claim has
been denied?

10. Delays may also lead physicians to refuse assignment for
those doctors who believe it is far easier and more economical
for them to collect directly from the beneficiary. Will your
proposal harm our efforts to encourage doctors to accept
assignment, particularly those with a high Medciare patient case
mix?

11. The Administration's fiscal year 1988 budget proposes an
expansion of the privatization of the Medlcare program; you also
propose the elimination of restrictions on premiums and profits
for small private health plans. What specific steps are you
taking towards guaranteeing quality of care beneficlarles under
such plans?

12. You propose to save $10 million by placing radiclogists,
anesthesiclogists and pathologlsts {RAPs) under the hospital
DRG.

a. Will this system change the physician's relationship to
the beneficliary from one of advocacy to one in which the
physician is going to be in a position of having to
limit access to services?

b. If the admitting physician, for example, has prescribed
an X-ray for the patient, would the patient then be
assured of recelving such a service, or would the
hospital perhaps decide against this order?
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c, How ¢an you guarantee quality of care to the
beneficiaries under such a system?

d. How will the RAPs be reimbursed under the DRG system?

e. How can we be assured that only unnecessary services are
being deferred if the radiologist, for example, is under
some kind of pressure tc reduce overall services?

f. Would going forward with this proposal prejudice the
administration's subsequent proposals with respect to a
new reimbursement method for all physicians?

13. 1You propose to reduce payment for both direct and indirect
medical education. How will such a reduction will effect
beneficiaries?

14. The Congressional Budget Office estimates that
administrative implementation of the Medicare catastrophic
coverage would cost about $60 million in fiscal year 1988 under
S. 210 and S. 592. Does HCFA's fiscal year 1988 Medicare
contractor budget include any funds for this purpose?

15. Medicare finances 45 percent of all health care for older
Americans, yet the program spends less than $5 million dollars
each year on training physicians in geriatric medicine. Should
HCFA play a greater role in efforts to train doctors and other
health professionals in geriatrics? What specifically could
HCFA do in this area?

16. Late last year, the President signed Public Law 99-660, an
omnibus health bill which included an Alzheimer's disease
research program. One goal of the legislation was to make sure
that the affected agencies cooperated in developing a research
agenda in this area. The exact language with respect to HCF2
is: "In preparing and revising the plan...the Administrator of
HCFA shall consult with the Chairman of the Council and the
heads of agencies within the Department.®™ Have yocu been
following this charge and participated in developing research
plans for this program? If so, please provide any and all
supporting materials which document your Departmentts activity
in this area.
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17. HCFA received $1.2 million through the Labor/HHS
Appropriations Committee for three respite care demonstrations
for fiscal year 1987, and $40 million over three years in last
year's Reconcilation legislation for demonstrations. Please
describe the status of these projects and supply all supporting
documentation.

18. Although several recent budget analyses have shown that
profit margins for some hospitals were as high as 14 to 15
percent, proposals to significantly limit the update factor for
PPS rates to between 1.5 percent and 2 percent may cause
particular problems for rural hospitals.

a. How would such proposals affect rural hospitals, which
are not prospering under PPS?

b. Can you assure us that rural hospitals, which are
particularly vital to the communities they serve, will
not be forced to close if this proposal is implemented?

c. If not, are you developing any measures to protect these
vital rural health facilities?

19. We understand that the Administration is proposing to
repeal legislation passed last year which would reimburse
physicians' assistants under Medlcare, What is the rationale
for this proposal in light of the fact the CBO has said that the
proposal would expose the Medicare program to no significant
additional cost. Furthermore, a report done by the
Congressional Office of Technology Assessment stated that
reoyidence indicates that nurse practitioners, physicians®
assistants, and certified nurse midwives have positive
infulences on quality of health care and access to services, and
that they could increase productivity and save costs."

a. Can you explain the Administration's rationale for this
propesal?

b. How much are you assuming that not reimbursing
physicians' assistants, specifically, will save?

20. What do your latest estimates tell us about when the Part A
Trust Fund will go into a deficit status, and what are we going
to have to do to prevent such a situation? Is it correct to
assume that the cost savings proposals you suggest for this year
will not be enough to correct this situation?
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The Aging Committee is keeping the hearing record open and
will be placing our follow-up questions and your answers in our
print of the hearing's proceedings. It is our intention to
submit these additions to the recerd by April 21, 1987.
Therefore, we request that you relay your answers to the above
questions prior to that date,

Your continued cooperation in this matter is appreciated and
we look forward to your responses.

Best regards.

Sincerely,

Dyt AL o

Ranking Minority Memjer
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Questions for the Record
Senate Special Aging Committee Hearing on
FY 1988 Budget, April 13, 1887

With the Administration’s proposal to reduce the Medicare
budget by $5.1 billion, how can you assure that
beneficiary services would not be reduced? Please
deseribe specifically how these cuts would affect
out-of-pocket expenditures for beneficiaries.

In FY 1988, 96 percent of proposed savings will come
from changcs in payments to providers and costs borne
by third parties. Only & percent of the savings will
be borne by beneficiaries. The increased income
generated from the Medicare trust fund and help
preserve current benefits.

The following proposals would result in increased
beneficiary costs:

¢ Part B Premium Tncrcase -- New enrollees would pay =2
premium equal to 35 percent of program costs {$31.20 in
1988). For current beneficiaries, the premium would

continue to be set at 25 percent of program cosis every
year {($22.30 in 1888).

o Part B Deductible -- The deductible would be
increased by the Medicare FEconomic Index each
year beginning in 1988. The deductible is
currently 875 and would rise to $77 in 1988.

In addition, beneficiaries would pay more due to delayed
Medicare eligibility; repeal of program expensions in the
Omnibus Budget Reconciliation Act, such as occupational
therapy; and our proposal te require that all state and
lucal government employees contribute to Medicare. These
premium and deductible increases would be moderated by our
physician proposals which would lower total part B costs,
resulting in lower premium and coinsurance amounts.

In addition, our legislative proposals include a
catastrophic proposal that would increase the Medicare part
B premium by & small amount, approximately $6.00 in 1988,
to cover the catastrophic costs of covered services that
exceed $2,000 in beneficiary out-of-pockel expenses per
vear.

You propose to increese part B premiums for new Medicare
peneficiaries to 35 percent of program costs.

Instead of paying $22.30 per month, new beneficiaries
would have to pay $31.20 per month. %hy should
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Congress discriminate against new beneficiaries by charging
them more than current beneficiaries? Will this create
another “notch” group?

Congress initially set the part B premium at 50
percent of program costs. Over time, Lhis propertion
has eroded to less than 25 percent. Congress is
currently requiring a 25 percent minimum. The
Administration’'s proposal seeks to restore the
balance in funding of part B between premiums and
general revenues. Wc propose an increase to 35
percent for new beneficiaries in order to phase the
change in over time while avoiding impact on current
beneficiaries who have developed retirement budgets
around the existing premium structure,

Suppose the Administration’s catastrophic health plan is
adopted by Congress and the premium is further increased by
$5 or $6 in 1588.

a. Are you concerned that new beneficiarics may not elect
to buy into Part B because it will become too expensive?

b. Do you have any studies which indicate that this will
nct be the case? If so, please provide any and all
supporting documentation.

c. If people do not buy into Part B, what effect is that
going to have on the financing of the Administration's
catastrophic plan?

inder the Administration’s proposal the catastrophic
premium will be approvimately $6 in 1988. We believe that
this premium is a very modest one that should nct be a
financial burden Lo the substantial majority of
beneficiaries. Further, many of the lower income
beneficiaries are alsc entitled to Medicaid, and the States
pay the monthly Part B premium for most of these
individuals.

Almost two-thirds of Medicare beneficiaries have purchased
Medigap policies. These policies are more expensive than
the Administration’s catastrophic premium, and we believe
that the large number of beneficiaries purchasing them
demonstrates that beneficiaries will have no problem with
the $6 premium.

Our proposal relates premium costs to catastrophic program
costs. There won't be any cost to the Mecdicare trust
funds. 1If costs per enrollee are higher than expected,

2
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then the premium will increase.

About 20 percent of seniors cannot afford to purchase
Medigep insurance, yet they do not qualify for
Medicaid. Does it concern the Administration that
with additicnal increases in premiums, many people
will go with even less medical attention? How can we
cope with this problem?

In our judgment, an access problem does not currently
exist for those few beneficiaries without Medigep
insurance. This is duc, in part, to the myriad of
Federal, State and locally sponscored hecalth care
programs for the poor and near poor. In particular,
the medically needy provisions of the Medicaid
program cover seniors who have incurred large medical
bills, although they may not qualify for categorical
assistance. Consequently, increases in beneficiary
cost sharing should not lessen this present
protection. We recognize that every proposal to
address catastrophic illness coverage has some
inherent inequities. We believe that a modest
premium that will retein budgel neutrality over time
if the fairest, least costly way to address the
problem.

You are proposing to index the part B deductible to the
Medical Economic Index. Last ycar, mecdical care costs
overall rose 7.7 percent, about 7 times as fast as the
consumer price index. Since Social Security COLAs are
tied to the CPI, how ran we expect beneficiaries to be
able to keep pace with these ever-increasing out-of-
pocket health care expenditures?

Our budget seeks to reduce the costs of health care for the

elderly by providing incentives for providers and
physicians te slow the growth in the cost of their

services. To the extent our reforms are effective in
reducing excessive costs -- for example, the fees of
cataract surgeons -- the Medicare Economic Index will

increase more in line with other areas of the economy.

Benecficiaries can reduce their out-of-pocket costs
through scveral "informed consumer” activities. For
example, beneficiaries can choose physicians who
accept assignment or participate in the Medicare
program. Beneficiaries can also join HMCs and have
their out-of-pocket costs reduced as a result of the

3
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efficiencies of managed care.

Medicare mental health benefits have not changed

since the program was established in 1965. Would you
support legislation to adjust these benefits to

reflect current needs and costs? Would you support
legislation which extends mental health coverage to include
reimbursement for non-physician practitioners, such as
psychologists, as eligible for direct reimbursement? If
not, plcase provide your rationale for this position.

The Medicare mental health benefit was originally
limited consistent with the Medicare program’s focus
on providing acute, short-term care to improve a
beneficiary’s health status. Currently 80 percent of
the beneficiaries using the part B benefit incur
charges well below the existing limit. Medicare
benefits are not intended to provide long-term or
chronic maintenance therapy, and the mental health
limits were designed to assure only the provision a
short-term intensive medical care. DBecause the
Mcdicare population is predominantly elderly or
disabled, physiciaen management of different types of
health carc is important. Thus, there is no need to
expand the benefit or the number of providers, such
as non-physicians, who would be eligible for direct
reimbursement.

Medicare beneficiaries can now enroll in prepaid health
care plans which often provide additional benefits,
including mental health benefits, at little or no
additional cost. We believe that the capitation approach,
in the long run, will be the best option for providing
benefits in a cost-effective manner. However, we

cannot support expanding Medicare benefits at this time
when we are trying to preserve existing benefits and reduce
the Federal deficit.

In light of the tremendous costs faced by older
persons who are severely mentally disabled or who are
alcohol and or drug abusers, why was mental health
care not included in the catastrophic care plan that
was endorsed by the administration?

In structuring the catastrophic proposal for Medicare, we
remained consistent with the overall benefit policy
structure that exists in the current statute. In the
Administration’s catastrophic proposal, coverage of

4
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physician treatment of hospitalized patients is the sanme
for medical and psychiatric disorders. In addition,
coverage of care in general acute hospitals is the same.
we do not see the catastrophic proposal as an appropriate
vehicle for costly additions to existing coversage.
Although the Medicare law does not specifically address
treatment of alcoholism or drug abuse, coverage of such
gervices is available within the existing benefit package
and in accordance with Medicare coverage rules. Medicare
not only covers the costs of alcohol or drug detoxification
and rchabilitation treatment programs, it also covers the
cost of services required for the treatment of medical
conditions related to alcoholism or drug abuse. A variety
of options for the treatment of mental disorders is also
available, within certain limitations, under existing
Medicare law.

What do you perceive the impact of a Medicaid cap to be on
gervices, such as mental health care, that are not
currently directly reipbursed? What will be the

impact on nursing home care? Will eligible

beneficiaries be denied care when funding is

exhausted in a particular year? Does the

Administration have any evidence to show that cuts

will not endanger quality? If so, please provide any

and all supporting documentation.

Based upon our experience with reductions in Federal
reimbursements to States for Medicaid in FYs .1982, 1983
and 1984 under the Omnibus Budget Reconciliation Act
of 1981 {(P.L. 97-35}), we are confident that States
will meet the challenge of managing within the slower
growth in Federal expenditures which we are now
proposing. States were able to do more with less in
large part because the cuts in Federal funding were
accompanied by significant additional flexibility for
States to experiment with ways Medicaid services are
organized and delivered and the methods by which
providers are paid. We believe that the States will
make good use of the additional flexibility we are
offering to produce additional gavings which can be
redirected to meet a variety of needs.

Our data for long term care institutions show that
the Medicaid population increased modestly between
1975 and 1982, by about 1.7 percent per year. More
recently, in FY 1982, the Medicaid institutional
population declined by 7.8 percent. While the
absolute numbers of aged Medicaid recipients
continued to grow, the percentage of the elderly

5



9. Q.
A,
10.Q.
A,

72

population in long term care institutions declined slightly
from 4.6 percent in 1976 to 4.2 percent in 1982, We
believe that these reductions are due, at least in part,
to States taking advantage of increased administrative
flexibility. For example, the States have been energetic
in implementing home and community-based waiver programs
which permit the elderly to be cared for in the home and
community at a lower cost and greater recipient
satisfaction than institution-based care.

We do not believe that eligible recipients will be denied
care. Stales are responsible for assuring that certain
basic services are available. In addition, a contingencoy
fund would be available in FY 1988 for States which
encounter unusual financial difficulties, despite
aggressive efforts to contain costs.

We have no evidence that reductions in Federal Medicaid
funding have adversely affected the quality of services.
We will continue our quality assurance efforts to insure
that quality standards are met.

Does the Administration’s proposel for a 30-day turn-
around time for clean claims mean that reimbursements
will be made on clean claims in less than 30 days or
will you hold reimbursements until day 307 If the
claim is not clean, will this fact be conveyed to the
beneficiary, or would the intermediary wait 30 days
to let them know that further information is required
or that the claim has been denied?

Cur budget proposal for FY 1988 anticipates that all clean
claims will be paid between the 28th and 30th day after
receipt.

When we receive claims that are not clean, we
immediately notify the beneficiary or provider that the
claim has been denied or that we need supplemental
information.

Delays may alsc lead physicians to refuse assignment for
those doctors who believe it is far easier and more
economical for them to collect directly from the
beneficiary. Will your proposal harm our efforts to
encourage doctors to accept assignment, particularly
those with a high Medicare patient case mix?

Currently, over 70 percent of claims are paid under

[
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assignment. OQur research shows that physicians accept
assignment for a variety of reasons. There is no evidence
that rapidity of payment is & factor in a physician’s
decision to accept Medicare payment as payment in full.
Thus, we do not believe that our proposal will have a major
effect on the decisions of physicians to accept assignment.

The Administration’s fiscal year 1988 budget proposes an
expansion of the privatization of the Medicare program;
you also propose the elimination of restrictions on
premiums and profits for small health plans. What
specific steps are you taking towards guaranteeing
quality of care for beneficiaries under such plane?

We plan to have an independent quality assurance review
system in place by June 1987 that will review the
quality of care in all HMOs. Under our plan, either a
peer review organization or other quality review
contractor will review a sample of cases in each HMO to
assess the quality of care. The contractor will review
both inpatient and outpatient services. Action will be
taken to correct problems when they are found.

You propose to save $10 million by plecing radiologists,
anesthesiologists and pathologists (RAPS} under the
hospital DRG.

a. Will this system change the physician’s relationship to
the beneficiary from one of advocacy to one in which the
physician is going to be in a position of having te
limit access to services?

b. If the admitting physician, for example, has prescribed
an X-ray for the patient, would the patient then be
geasured of receiving such a service, or would the
hospital perhaps decide against this order?

c. How can you guarantee quality of care to the
beneficiaries under such a system?

d. How will RAPs be reimbursed under the DRG system?
e. How can we be assured that only unnecessary services are
being deferred if the radiologist, for example, is under

some kind of pressure to reduce overall servicea?

f. Would going forward with this proposal prejudice the
Administration’s subsequent proposals with respect te a

7
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new reimbursement method for all physicians?

Four of your questions are concerned with beneficiary
access to quality care, which we believe will not be
changed under our proposal. Tests are ordered by attending
physicians who are outside the RAP payment system.
Efficiencies will be achieved by cducation of attending
physicians when their patterns of ordering services are
outside practice norms established by their colleagues as
adequate for high quality of care. However, attending
physicians will not have a direct financial stake in
ordering fewer services.

In addition, beneficiaries do not now choose their
providers of RAP services. They generally rely on the
recommendation of the admitting physician or hospital. We
believe that the professionalism of both groups will assure
that necessary services are provided and that quality is
maintained. We will continue our external review of
hospital inpatient services through peer review
organizations to detect any problems of underservice cor
poor quality.

Your other concerns relate to the mechanics of our RAP
proposal. We have not nad a final decision as to the
method we will use to pay RAPs under our proposal.

There are two basic options:

One option would be to incorporate the payment for RAP
gervices into the DRG rate and pay the hospital. This
approach could entail chenging most payment rules affecting
physicians such as assignment and billing beneficiaries.

In addition, numerous individuel physicians and physician
groups indicated deep concern about folding their payments
into hospital payments.

A second option, which we believe may be preferable, is te
make the RAP payments to physicians. We would be designing
this payment system specifically for RAP services. For
example, update factors could be tailored to reflect
changes in RAP services rather than adopting or modifying
the PPS market basket and update system. Hospitals and
physicians could maintain independent relationships, and
physicians could continue to_balance-bill (that is, charge
beneficiaries more than the Medicare-approved amount) on a
limited basis. We intend that beneficiaries would have at
least as much protection as under the MAAC (maximum
allowable actual charge} limits.

Our proposal would not reduce necessary services. Rather,

8
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we intend to accomplish savings by encouraging more
efficient delivery of services. We will continue to
monitor to assure that services meet quality of care
standards, a key consideration. Other goals are to provide
incentives for physician efficiency; permit reasonable
administration of the system; assure beneficiary access to
services; and design & system that minimizes disruptive
changes to existing physician billing and assignment
options. We continue to oppose mandatory assignment.

The Medicare prospective payment system for hogspitals now
provides incentives for cost-efficient and quality care in
the appropriate setting. A separate prospective payment
for RAP services provided by physicians to hospital
inpatients would extend parallel incentives to all RAP
procedures performed during a hospital admission. Our
proposal is in the final stage of review. A reformed
payment system for RAP services based on an average
prospective price will result in cost savings to Medicare;
more appropriate treatment for the patient; and a more
rational payment system.

You propose to reduce payment for both direct and indirect
medical education. How will such a reduction affect
beneficiaries?

Medicare is only one payer of medical education costs. Cur
medical education proposals will reduce subsidies that were
set too high and provide an unnecessary incentive for
physician training at a time when a surplus of physicians
exists. Our proposal to reduce unnecessary medical
cducation payments is a prudent decision that will wmssure
beneficiaries that we can meet our budget targets by
controlling excessive costs in the health declivery system
without reducing essenlial services.

The Congressional Budget Office estimates that
administrative implementation of the Medicare catastrophic
coverage would cost about $60 millien in fiscal year 1988
under S. 210 and S. 592. Does HCFA's fiscal year 1388
Medicare contractor budget include any funds for this
purpose?

There is no money in the Medicarc program management budget
for the implementation of catastrophic coverage. The costs
of administrative implementation of catastrophic coverage
will be funded by the increased part B premium.
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15.Q. Medicare finances 45 percent of all health care for older

16.Q.

Americans, yet the program spends less than $5 million
dollars each year on training physicians in geriatric
medicine. Should HCFA plan a greater role in efforts to
train doctors and other health professionals in
geriatrics? W¥hat specifically could HCFA do in this
area?

Medicare is not a training program; it is primarily an
insurance program to protect against the costs of acute and
sub-acute care. With limited resources available, it is
important that Medicare continue to devote program funds to
paying for services necessary to meet the basic health care
needs of the elderly and the disabled.

Late last year, the President signed Public Law $5-660, an
omnibus health bill which included an Alzheimer’s
disease research program. One goal of the legislation
was to make sure that the affected agencies cooperated
in developing a research agenda in this area. The exact
language with respect to HCFA is: “1n preparing and
revising the plan...the Administrator of HCFA shall
consult with the Chairman of the Council and the heads
of agencies within the Department.” Have you been
following this charge and participated in developing
research plans for this program? If so, please provide
any and all supporting materials which document your
Department’s activity in this area.

The Council members have been designated and the members
representing HCFA, the National Institute on Aging, the
Netional Institute of Mental Health, and the National

Center for Health Services Research are in the process of
collecting information on Alzheimer’s disease that will be
compiled for the required August research plan for
Congress., We believe that Alzheimer'’s research is an
important priority and that a coordinated plan will assure
that the funding of targeted, high quality research studies
is maximized.

HCFA received $1.2 million through the Labor/HHS
Appropriations Committee for three respite care
demonstrations for fiscal year 1987, and $40 million

over three years in last year’s reconciliation

legislation for demonstrations. Please describe the status
of thesc projects and supply all supporting documentation.

10
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We will implement the Congressional mandate for respite
care demonstrations to explore a range of options for
caring for victims of Alzheimer's disease patients in
three phases. The first phase will involve a project to
develop the demonstrations; this project will be awarded
during FY 1987. The second phase will be the actual
implementation of the demonstration sites and provision of
gervices; this phase will begin in FY 1988. The final
phase will be an independent evaluation of the
demonstration sites.

Qur projects will focus on addressing the criteria
for determining who is eligible for services as an
Alzheimer’s victim to be maintained in their homes
and in the community. It will also assess thc cost
and impact of supportive services, counseling and
respite care for the family, us well as direct
services to the Medicare Alzheimer's patient. We are
working with relevant agencies, such as the Cffice of
Human Development Services, within and outside of the
Department of Health and Human Services, to develop
our demonstration projects.

Although several recent budget analyses have shown that
profit margins for some hospitals were as high as 14 to 15
percent, proposals to significantly limit the update factor
for PPS rates to between 1.5 percent and 2 percent may
cause particular problems for rural hospitals.

a. How would such proposals affect rural hospitals, which
are not prospering under PPS?

b. Can you assure us that the rural hospitals, which are
particularly vital to the communities they serve, will
not be forced to close if this proposal is implemented?

c. If not, are you developing any measures to protect these
vital rural health facilities?

Although urban hospitals as a group have shown higher
operating margins than rural hospitals, over 71 percent of
rural hospitals had positive operating margins in the first
year of PPS. Rural hospitals have shown tremendous gains
in efficiency, as have urban hospitals. Moreover, we have
every indication that the years after full implementation
will be just as successful as the transition yecars.

We are in the process of implementing two new modifications

11
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that should improve Medicare PPS rates to rural hospitals.
The first change involves the calculation of the PPS
outlier payment rate. This will increase rural hospital
aggregate payment. Also, the change from using hospital-
weighted averages to case-weighted averages in calculating
the payment rates should benefit rural hospilals
significantly. Together these two changes will increase
rural payments rates by about 6 percent in FY 1988. Other
adjustments already in the system to assist rural hospitaels
include:

o The swing-bed option which enables small rural hospitels
to provide a skilled level of care to post-acute
patients and receive the Mediceid payment rate for SNFs,
thereby avoiding maintenance costs of idle capacity.

o Sole community hospital (SCH) designation which permits
rural hospitals to maintain the 75 percent hospital-
specific/25 percent Federal PPS payment blend even after
all other hospitals have moved to fully Federal rates.
Also SCHs experiencing an uncontrollable decline in
their patient volume greater than 5 percent are provided
payment adjustments through their 1988 fiscal year.

o Revisions in case-mix and patient volume criteria which
case qualification as a regional referral center. These
rural hospitals can then receive the urban amount for
the non-labor portion of their PPS payment rate.

o Payment adjustments of ¢4 percent for rural hospitals
experiencing a disproportionate share of at least 45
percent elderly and poor patients.

Many factors other than Medicare payments affect a
hospital’s financial stability, such as demographic change
and individual hospital managemcnt practices. Thus we
cannot predict whether or not hospitals will cluse. We
emphasize, however, that the update we recommend will allow
hospitals tc maintain the current level of quality care now
being delivered to Medicare beneficiaries.

We understand that the Administration is proposing to
repeal legislation passed last year which would
reimburse physicians’' assistants under Medicare.

What is the rationale for this proposal in light of
the fact that CBO has said that the proposal would
expose the Medicare program to no significant
additional cost. Furthermore, a report done by the
Congressional Office of Technology Assessment stated
that "evidence indicates that nurse practitioners,

12
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physicians’ assistants, and certified nurse midwives
have positive influences on quality of health care
and access to services, and that they could increase
productivity and save costs.”

a. Can you explain the Administration’s rationsale
for this proposal?

b. How much are you assuming that not reimbursing
physicians’ assistants, specifically, will
save?

The current surplus of physicians speaks to the general
availability of physician services. In addition, we have
not seen evidence that beneficiaries are experiencing
difficulty in obtaining necessary care. The physician
assistant provision will likely result in additional, and
perhaps duplicative, professional services being billed to
Medicare because of the rcquirement that such care be
supervised by a physician in order to qualify for Medicare
payment.

We estimale repeal of this provision would save about $28
million over the next 5 years.

What do your latest estimates tell us about when the part A
Trust Fund will go into a deficit status, and what

are we going to have to do to prevent such a

situation? Is it correct Lo assume that the cost

savings proposals yocu suggest for this year will not

be enough to correct this situation?

The report of the Medicare Board of Trustees
indicates that the present financing of the Hospital
Insurance Trust Fund is sufficient to ensure the
payment of benefits and maintain the fund until just
after the turn of the century.

However, the 1987 report also calculates that making the
Hospital Insurance Trust Fund solvent over the next 25
years would require & 13 percent reduction in Medicare
expenditures or a 15 percent increase in contributions or
some combination thereof. Our part A proposals would
reduce the growth of Medicare expenditures by $3.5 billion
in 1988 and increase revenue to the Health Insurance Trust
Fund by $1.7 billion in 1888 and by $11.1 hillion through
1882,
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The CHAIRMAN. A statement by Senator Glenn and one by Sena-
tor Pressler will be made a part of the record at this point.

I[’I’he prepared statements of Senator Glenn and Senator Pressler
follow:]



81

Senator

John Glenn

News Release

STATEMENT OF SENATOR JOHN GLENN
AT A HEARING OF THE SENATE SPECIAL COHMXTTEE ON AGING

THE PROPOSED FISCAL YEAR 1988 BUDGET:
WHAT 1T MEANS FOR OLDER AMERICANS

1587 Room 628 Dirksen Building

Friday, March 13,
washington, D.C. 20510

10:00 a.m.

Mr. Chairman, as you know, the Reagan Administration's Fiscal
Year (FY) 1988 budget would significantly cut Medicare, Medicaid
and other health and social services programs in order to reduce
the federal budget deficit. Congress has rejected many of these
proposed cuts in the past, and I am sure we will do sc again.

Reducing the federal budget deficit must be at the very top
of our agenda. It will require tough choices with regard to
setting national priorities. However, I am convinced we can
produce a budget that combines compassion with common sensc, and
1 will continue to work to ensure adequate funding for programs
which benefit our nation's elderly and low-income citizens.

Unlike the Administration, I do not believe that the way to
reduce the deficit is by increasing out-of-pocket expenses for
Medicare beneficiaries. Today, the Medicarc program pays for
jess than one-half of older Americans' total medical bills. This
means that many elderly citizens are already burdened by health
care costs. 1 am opposcd to the Administration's attempts to
increase the Part B premium and deductible and to delay by one
month initial eligibility for Medicare.

Medicaid, our federal-state program to provide health care
for low-income Americans, serves less than 40 percent of those in
need. It is the only program which finances long-term nutsing
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home care, a growing need given the aging of our population.
president Reagan's earlier budgets slashed federal Medicaid
spending. This led to reimbursement and benefit restrictions,
and exacerbated the growing national problem of uncompensated
care for the medically indigent. The Administration's current
proposal to cap Medicaid payments to the states would cause great
hardships. As I have in the past, I will oppose the Medicaid
cap, and I fully expect that it will be rejected by the Congress.

A top priority for me has always been our commitment as a
nation to basic federally-funded biomedical research. We are on
the verge of critical scientific breakthroughs in our knowledge
of disease and in our understanding of the aging process.
Therefore, 1 believe that the Administration's proposal to cut
overall spending at the National Institutes of Health represents
a penny-wise and pound-foolish approach to rationing our federal
budget resources, I will continue to give high priority to
federal funding for biomedical research, and I expect that
Congress will once again reject the Administration's proposed
cuts.

The Older Americans Act (OAA)} provides many valuable proyrams
for our nation's senior citizens including nutrition and social
services, meaningful activities, and the opportunity for
employment, all of which help enable older individuals to remain
independent, contributing members of their communities, Congress
has begun hearings on this year's reauthorization of the Older
Americans Act. Given the increasing demands on the OAA programs
-- due in part to our growing "old-old" population and the
earlier discharge of Medicare patients from hospitals -- I am
working to strengthen the Act, not to dilute it. Therefore, I am
cpposed to the Administratibn's plan to bleock grant the Older
Americans Act programs and to reduce funding for researxch by 50
percent. It is unlikely that these proposals will be considered,
much less accepted, by Congress.

The programs administered by the Social Security
Administration {SSA) touch nearly every American, and it is
important that we increase public respect and confidence in
Social Security not decrease it. The SSA must maintain an
organization in which the public has a high degree of confidence
and with which it is willing to cooperate. W®What people think of
the program derives in part from the type of personnel hired, the
location of field offices, and the provision of friendly and
dependable service to the public. Funding for the administrative
portion of the Social Security budget has already been cut, since
it is not exempt from the Gramm-Rudman budget-balancing law, as
are Social Security benefits. In the past, Congress has rejected
President Reagan's proposed personnel reductions and field office
closings that would reduce the quality of service given to the
public. As Chairman of the Governmental Affairs Committee, I
will work to prevent the Administration's proposed reductions for
FY 1988 which would require staff cuts of 4,000.
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Today we will hecar from members of the Reagan Administration
with responsibility for administering the important programs I
have mentioned -- Medicare, Medicaid, research at the National
Institutes of Health, the Older Americans Act and Social
Security. It will be interesting to hear their assessments of
the impact of the Administration's budget proposals on the
programs they administer. But I must admit, I do not believe
that they will be able to give explanations which will convince
me that these proposals would not weaken our commitment to
Americans in the areas of income security, health and social
services.

Mr. Chairman, I commend you for holding this hearing today.
I look forward to hearing from the Administration witnesses, as
well as from advocates for elderly and low-income Americans
representing the American Association of Retired Persons {AARP}
and the National Council of Senior Citizens (NCSC).
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STATEMENT OF SENATOR LARRY PRESSLER
SENATE SPECIAL COMMITTEE ON AGING
"THE PROPOSED FISCAL YEBAR 1988 BUDGET:
WHAT IT MEANS FOR CLDER AMERICANS
March 13, 1987

First, I would like to thank both sides of the Aging
Committee staff for their excellent analysis of the Fiscal Year
1988 budget for programs affecting older Americans. Both reports
will be very valuable tools for all Senators and their staff as
we move forward in developing a Senate budget resolution and
eventually a reconciliation bill.

I commend Chairman Melcher and Senator Heinz for holding this
hearing on what the FY 88 budget proposal means for older
Americans. Unfortunately, in this Senator's opinion, the
proposed Fiscal Year 1988 budget means bad news for older
Americans. It means higher out-of-pocket health care costs, less
housing and energy assistance and lower chances for breakthroughs
in research on Alzheimer's disease and other areas.

Deficit reduction must remain one of our top priorities., But
not at the expense of senior citizens living on fixed incomes.,
Medicare beneficiaries have faced repeated increases in
out-of-pocket costs in the past, and the Administration's
proposal for Fiscal Year 1988 offers little hope of relief for

our already hard-pressed senior citizens.
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Page 2

Senator Pressler

That being said, I want to thank the Administration
representatives for coming before this committee today. You must
feel as though you have walked into the lions den. While it is
easy for us to sit up on the dias and chew up yocur budget
proposal, it is in our best interest to work together and find
ways to eliminate waste, encourage competition, yet ensure
quality care and access to services,

There is one underlying fact which cannot be forgotten when
speaking of deficit reduction in programs serving older
Americans: the elderly population is growing at the fastest rate
in history. Short term “bandaids® to restrict spending on older
Americans programs will only lead to enormous problems and
financial obligations in the future. For example, greater
support for Alzheimer's Disease research now, will save billions
of lives and taxpayer dollars in the long run. Spending now on
health education and prevention programs, analogously, will save
billions in health care costs down the road. I could go on and
on.

I understand we do not have a blank check in caring for our
elderly. But, there are ways we can save money without cutting
back on services and benefits that already fall painfully short.
And we must examine in excruciating detail every possible way to
save while still meeting the needs of those who need us most.

Thank you My, Chairman.



86

The CuairMAN. Our next witness is Dr. James Wyngaarden, the
director of the National Institutes of Health, accompanied by Dr. T.
Franklin Williams, director of the National Institute on Aging.

Please proceed, Dr. Wyngaarden.

STATEMENT OF JAMES B. WYNGAARDEN, DIRECTOR, NATIONAL
INSTITUTES OF HEALTH, ACCOMPANIED BY T. FRANKLIN WIL-
LIAMS, DIRECTOR, NATIONAL INSTITUTE ON AGING

Dr. WynGaarDeEN. Thank you, Mr. Chairman. We appreciate
very much the opportunity of appearing before you and the com-
mittee this morning to discuss the impact of the President’s fiscal
year 1988 budget request on NIH programs affecting the elderly.

As you know, sir, NIH is the principal biomedical research
agency of the Federal Government. We support biomedical and be-
havioral research in many institutions in this country and a few
abroad, and conduct research also in our laboratories in Bethesda.
We train promising young researchers and we promote the acquisi-
tion and distribution of medical knowledge.

Many of our institutes conduct research that can be immediately
identified with problems of the aged population. It's a definitional
problem; one could view, of course, the general work in heart dis-
ease and cancer as being highly relevant, but if we restrict our-
selves to an analysis of just those projects that involve the prob-
lems of the elderly in a unique way, we have a budget of about
$300 million in such research and training each year. The largest
share of that is in the National Institute on Aging, which accounts
for about 60 percent of the total.

The National Institute on Aging, consistent with its congression-
al charter, supports and conducts biomedical and behavioral re-
search and training on the aging process and the common problems
of older people, and this involves a wide range of topics that both
continue to differentiate between normal aging and the disease
states and conditions common to older people that are potentially
preventable and reversible.

I'll hit only the highlights of some of our research programs. We
deal with such important diseases and conditions as Alzheimer’s
disease; risks of falls; osteoporosis and osteoarthritis, which contrib-
ute to immobility and hip fractures; problems of urinary inconti-
nence; better understanding of nutrition, the effects of exercise,
and healthy behavior in maintaining health and functioning in
later years.

There has been a great deal of very exciting progress in Alzhei-
mer’s disease in the last year or two. Very important to this
progress was the realization some years ago that Alzheimer’s dis-
ease was not just an inevitable result of aging, that it was a specif-
ic disease with specific pathological changes. There has been a sus-
picion that some genetic factors were involved, and in the past
year—actually, just within recent months—scientists have discov-
ered evidence for a specific gene on chromosome 21 that is termed
an ‘“Alzheimer’s susceptibility gene.” This has been found in four
families in different countries with high familial rate of Alzhei-
mer’s disease. In addition, as you know, the pathology of Alzhei-
mer’s disease involves neurofibulatory tangles and plaques in
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which an amyloid protein is deposited. The gene that controls the
synthesis of that amyloid is also on chromosome 21; we don’t know
at present if it's close to, or even identical with, the susceptibility
gene. That's currently under study.

Those findings are of particular interest because it’s been known
for some time that chromosome 21 is the chromosome that controls
Down’s syndrome. And in older patients with Down’s syndrome,
there are pathological changes very much like those of Alzheimer’s
disease so that from the standpoint of scientific insight, these are
very exciting findings.

In addition, Mr. Chairman, an abnormal protein has been discov-
ered in the brain of Alzheimer’s patients, and that protein, termed
“A68,” is also detectable in the spinal fluid of Alzheimer’s patients.
This may permit a more precise diagnostic test because it is not
always easy to differentiate Alzheimer’s disease from other forms
of dementia.

In other areas of the NIH we have important studies underway
on Parkinson’s disease. In an experimental model of Parkinson’s
disease it’s possible to ameliorate that condition by transplanting,
in animals, cells from a young animal's brain into those of older
ones, or indeed, to transfer cells from the adrenal gland into the
brain of animals with experimental Parkinson’s disease, with par-
tial rclelcovery. These findings provide some important new insights,
as well.

There is a new initiative that the National Institute of Aging is
planning to begin this fiscal year, perhaps as early as May of this
year, in cooperation with the Alzheimer’s Disease and Related Dis-
orders Association. A multi-center clinical trial will be conducted
on the efficacy of tetrahydroaminoacridine, or THA, a drug that
has been found to be of benefit to a small number of Alzheimer’s
disease patients in improving their memory and improving their
ability to cope with their self-care needs. This drug needs to be
studied further to determine whether or not it is indeed efficacious
in a more carefully controlled trial, what proportion of patients
may be responsive, what their special characteristics may be, the
degree of improvement, and the duration of improvement. All
those topics will be part of this very important study that is soon to
get under way.

There are important advances also in the stroke problem. The
improvement in hypertension control of recent years and other fac-
tors such as reduced smoking and changes in dietary habits, have
brought a remarkable reduction in cardiovascular death rates, and
also in the incidence of stroke. Those, unfortunately, are less dra-
matic in the black population than in the white population, and we
are conducting studies to understand why that is the case.

Systolic hypertension is a common problem of the elderly in
which just the systolic blood pressure varies above normal, the dia-
stolic being normal. That condition predisposes them to stroke and
other forms of cardiovascular disease and multi-infarct dementia.
We have a combined study between the National Heart, Lung, and
Blood Institute and the National Institute on Aging that is evaluat-
ing the effects of better hypertension control on the incidence of
complications from that condition.
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Osteoporosis is an important problem that is continuing to re-
ceive attention in several of our institutes. At a recent consensus
development conference, scientists in this field agreed that small
doses of estrogen, combined with some increase in calcium intake,
had an effect of delaying the onset of osteoporosis in patients who
took that drug appropriately. That’s a topic that is a special priori-
ty of the new National Institute of Arthritis and Musculoskeletal
and Skin Diseases as well, and we have very good working relation-
ships among these agencies of Government.

Osteoarthritis, a very common problem of elderly people, will re-
ceive additional attention in workshops sponsored jointly by the
Arthritis and Aging Institutes. That’s a condition which is sadly in
need of new scientific insights, and we hope that some will develop
from this conference.

Eye diseases are a common problem of the elderly, and there has
been a great deal of progress there, Mr. Chairman, in recent years
on such diseases as aging-related maculopathy, cataracts, and glau-
coma.

Oral health continues to be a problem of the elderly, although
the cavity problem is under very good control in the younger popu-
lation, Other types of cavities are common in elderly patients, and
periodontal disease is a common problem of the elderly, and that’s
a very high priority area of the Dental Institute.

Since Dr. Williams became director of the Aging Institute, he’s
placed a very strong emphasis on the training of physicians and
scientists in geriatrics. Many of our medical schoofs do not have
strong programs in geriatrics. There are a number of new pro-
grams mentioned in the testimony that have placed emphasis on
the training of more individuals in that area.

I'd like to make a few comments about the budget, Mr. Chair-
man. As you know, the process of developing the President’s budget
is a lengthy one; it involves well over a half year of numerous pro-
posals and allowances and appeals. The budget must reflect the pri-
orities within the NIH, among our various institutes. These must
then be fitted in with the priorities in the Public Health Service
and the Department to conform in context with the overall require-
ments of the President’s budget.

We have protected, in the 1988 budget, the programs on AIDS in
particular, and Alzheimer’s disease is also right up there as one of
our very high priority programs that is protected in this budget.
With regard to the lgSg budget proposal, the NIH budget request
includes $5.5 billion in new budget authority. The Administration
is also requesting the extended availability of $334 million in fiscal
year 1987 funds to be moved into 1988 to provide an obligational
ta)ug;ority of $5.869 billion, an amount equal to the revised 1987

udget.

Under that proposed budget the number of new and competing
research grants in 1988 would be the same as in 1987. The number
of centers supported, including those for Alzheimer’s disease re-
search, would be the same, although the funding would be de-
creased about $1.4 million to a new figure of $522 million. Support
for career awards and training would be at about the 1987 level.
The other NIH research mechanisms would be maintained at a
level almost commensurate with comparable 1987 funding levels.
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Under the President’s budget, we can expect to see continuing ad-
vances in understanding the biological process of aging, and we
will certainly continue our remarkable progress in Alzheimer’s dis-
ease.

Mr. Chairman, this concludes my prepared statement. Both I and
Dr. Williams would be happy to answer any questions that you
may have.

[The prepared statement of Dr. Wyngaarden follows:]
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Mr. chajrman and membexrs of the Committee, I am Dr. James B. Wyngaarden,
Director of the Naticral Institutes of Health (NIH). I am resparding to
your invitation to present testimony on the impact of the President's
fiscal year 1988 budget request on NIH programs affecting the elderly.

The NIH is the principle biomedical research agency of the Federal
Goverrment. The NIH supports biomedical and behavioral research in this
country and abroad, canducts research in its own laboratories, trains
promising young researchers, and promotes the acquisition and distripution
of medical knowledge. These research activities uncover new ways to
prevent and ameliorate disease and disability, seek to lessen the encrmous
econcmic and human toll exacted from the Nation, and lead to better health
care for all Americans.

The National Institute an Aging (NIA), consistent with its Congressicnal
charter, supports amd conducts biomedical and behavioral research amd
training on the aging process and the common problems of older people.
NiIa-supported investigators are stixlying a wide range of topics relevant to
this mission. 2Among these topics is the continued effort to differentiate
between normal aging and those dissase states and conditions ocammon to
older pecple which are potemtially preventable or reversible.

The NIA supports a broad spectnum of research and training aimed at easing
or eliminating the physical, peychological and social problems that beset
many older persans. Research efforts include studies on the etiology,
diagnosis and treatment of Alzhelmer's disease; factors such as risks of
falls, osteoporosis and osteoarthritis which contribute in major ways to
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immebility and hip fractures; the camn prablem of urinary incontinence:
ard the develorment of better understanding of mutrition, exercise, ard
healthy behaviors in maintaining health and fimctioning in later years.

NIA Intrammral research activities include its 29-year—old Baltimore
Longitodinal Stady of normal aging, a research program in dementia in the
NIH Clinical Center in Betheeda, and four Established Populations for
Epidemiological Stidies of the Elderly. The Institute alsc mypports 10
Congressicnally-mandated Alzheimer's Disease Research Centers, six
Alzheimer's disease case registry programs, and a mumber of cell culture
and small animal rescurces for research scientists stdying the aging
process throughout the nation.

NIA research is complementsd by the research of at least four other
institutes at the NIH: the National Heart, Iung, amd Blood Institite
(NHLBT) ; the National Institute of Neurological and Ccemmmmicative Discrders
and Stroke (NINCDS); the Naticnal Institute of Arthritis and
Musculoskeletal and Skin Diseases (NIAMS): and the Naticnal Eye Institarte
{NEI). These institutes support research in such areas as Alzheimer
disease, systolic hypertension, ostecporosis, ostecarthritis, glaucama, and
cataracts.

AIZHFTMER'S DISFASE

NIA-supported research has recently produced a mumber of important
discoveries and advances, particularly in the efforts to understand amd
corquer Alzheimerts disease, In just the past few weeks sclentists
supported primarily by NIA, as well as cther Institutes at NIH, have
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reported firdamental advances in understanding genetic origins of at least
scme instances of Alzheimer's disease and the genetic region respensible
for producing one of the principal proteins in the brain lesians in this
disease.

In four familjes, residing in several coumtries, in which Alzheimer's
disease is highly and predictably inherited, these scientists have used
modern molacular genetics tectmiques to determine that the genetic basis
for their disease is contained in a small secticn of chromosome 21 - one of
the 23 pairs of human chromoscmes. In other important related advances,
another NIA grantee has isolated and analyzed an abnormal protein, the
“AG8" protein, from the brains of Alzheimer's disease patients that appears
to be specific for Alzheimer's disease. This protein may prove to be a
biochemical imdicator of the disease, since it can be detected in spinal
fluid. The NIA is supporting further efforts to identify and genetically
characterize afflicted families, bank cells derived fram family members,
isolate cellular INA and coordinate Restriction Fragment Length

Polymorphism linkage studies utilizing these INA samples.

virtually similtanecusly, several groups of scientists have reported
cloning the genetic area which controlls the production of the amyloid
protein that is deposited in the lesions in the brains of Alzheimer's
victims. NINCDS researchers have claned a noxmal human gene irnvolved in
making this amyloid. The gene directs cells to marmufacture a large pretein
involved in the formation of amyloid, the abnormal substance seen as
patdwsotdegamtimbmintissueinuzhem'smim,aswllasin
the brains of normal older adults, This finding represents an important

73-936 0 - 87 - 4
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clueinwﬁezstandingﬁ:ecauseofuzheim'sdjseaseampxwid&sﬂxe
basisformrtherreseaxdxthatmymedayleadmtheprwmimam
treatment of this and other progressively deteriorating disorders, It
appearsthatthisqeneisalsolocatedmhmndtmosanezl,me
d\tuwsaneassociatedwithmm'ssyrﬁzme. Of additional interest is the
finding that adult Down's patients have Alzheimer's disease-1ike plaques
and tangles in their brains.

madditimtoﬂlerweardxmtlinedabcve, NINCDS scientists interested in
neurological dysfirxtions atfecting older people are using a synthetic drug
called MPTP to gain new insights into the cause of Parkinson's disease and
mmq:lorﬁgwaystoccpewithhearirglossﬂm:ghsuﬂismmenmgme
mwmwmsmmmmm. Fotentially
important applications to Alzheimer's disease and Parkinson's disease Tay
2lso emerge from current studies of neuranal implantatien. NINCDS
scientists have implanted cortical cells fram young rats imto the brains of
aging rats enabling them to remember how to solve life threatening problems
bymthodsﬂxgypmvimlyhﬂah:thavelostﬁaabnitytormber.

This research may sameday not anly provide possible approaches for treating
patients with Alzheimer's diseace, but for reversing memory deficits that
multfmﬂnmmlmofagﬁ\g.

Anewinitiativemimmmamtobeginfismlyear, in cooperatian with
the Alzheimer's Disesse and Related Discrders Association (ADRDR), is a
milticernter clinical trial of the efficacy of tetrahydroaminocacridine {THA)}
as a potential drug to slow the progression of Alzheimer's disease and
improve the level of functianing of Alzheimer's disease patients. The need
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for an adequate controlled clinical trial is based upon some positive and
provocative data, published in 1986, that indicate cxmsiderable improvement
in function in a small mmber of Azlheimer's victims treated with THA.
This paper engendered predictable excitement and dictated the nead for a
careful irnvestigation to datermine (1} if THA is efficacious in Alzheimer's
disease; (2) the proportion of patients, and their characteristics, that
cbtain a clinically meaningful improvement from THA:; and (3) the degree of
{mprovement that can be anticipated. The Food and Drug Administration is
working closely with NIA in guiding the further evaluation of this drug, in
order to assure as quick an answer as possible on its safety and efficacy.

STROKE

The NINCDS supports individual investigators and teams of scientists in
stroke and positron emission tamography (PET) research centers. Studies
that monitor populations of styoke patients over pericds of years give
scientists time perspective to evaluate long-term damage and treatment
effectiveness. The result of the extracranial/imtracranial bypass sixgery
study, which indicated that the murgery is of no therapeutic benefit, has
prapted scientists to consider similar evaluations of other camonly used
neurosurgical and vascular surgical procedures, such as endarterectony -
the surgical remwal of the irmer layer of an artery when thickened or
occluded, as by immer plaques. Such research is important to the health
and pocketbocks of older Americans. Research comtimies to build toward the
goals of stroke prevention, recovery of brain function, amd improved
quality of 1ife for those who suffer stroke, all important ooncerns as our
population ages.
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LIC TON
It has been estimated that in the United States alone, more than three
million persons over the age of 60 have isolated gystolic hypertension
(systolic blood pressure over 160 mm Hg, diastolic blood pressure under S0
m Hg) on a single measurement, and approximately half of them have
systolic blood pressure elevation on repeated examinations. These persons
face an excess risk of stroke, other cardiovascular disease and death.
Systolic hypertension may even play a part in the etiology of malti-infarct
dementia, A study en Systolic Hypertension in the Elderly, co-sponsored by
the NIA and the NHIRI, has been developed to lock at this population with
sustained isclated systolic hypertension (ISHj. This study is a
milticenter clinical trial designed to determine whether the long-term
adeinistration of antihypertensive therapy for the treatment of isolated
systolic hypertensien, in men and women over the age of 60, reduces the
ocabined incidence of fatal and nonfatal stroke. In addition, the study
will include an evaluation of the effect of lcng-term antihypertensive
therapy on cardiovascular morbidity and mortality in older persons with
ISH, possible adverse effects of chronic use of antihypertensive drug
treatment in this population, and the effect of therapy an indices of
quality of life.

QSTEOPOROSIS

Ancther important area of research supported by NIA concerns risk factors
for hip fractures. Ostecporosis significantly increases the risk of hip
fracture. Although there is general agreement that estrogen therapy will
slow bane loss in post-menopausal women, there remsin many unanswered
questions, including the exact mechanism of action, the best method of
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administration, the risks of prolonged use (which may be influenced by the
route of administration) and the effects in women who are many years
post-mencpausal.

Scientists at the NIA Gerontology Research Center in Baltimore have devised
what may be highly effective and safe procedures for taking hormone
medication such as estrogen. Administration of these drugs wvler the
tongue may ernhance the success of treating such conditions as csteoporosis,
premenstrual syndrome, and hypopituitarism, Other routes for
administration of hormone medications which these sclentists have helped
develop are transdermal patches and nasal sprays. Such methods may prove
superior to conventional ways of taking such medicatien.

The new Naticnal Institute of Arthritis and Musculoskeletal amd Skin
Diseases (NIAMS) has targeted octecporosis for special research emphasis in
many ways, including a recent Scientific Workshop on Ostecporosis
co-sponsored with other NIH Institutes, a program armouncement focusing on
"Research on Bone Active Hormones and Cytokines,® ard & Request for —
Applications for Programs of Excellence of Research on Ostaoporosis Jointly
issuad by the NIA, NIAMS, ard the National Institute of Diabetes and
Digestive and Kidney Diseases (NIDCK). The Programs of Excellence will
focus on basic mechanisms leading to abnermal bone metabolism, means for
accurate assessment of quantity and quality of bona; epidemioclogy and
deterwining risk factors, preventive measures for varicus age groups, and
treatments to restore structurally competent bone to the skeletan. A new
clinical trial beginning in FY 1987 will be co-sponscred by NIAMS, NIA,
NIDDK, NHLEI, and the National Institute of Child Health and Human
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Developent (NIGHD). This trial will investiqate the effects of estrogen
ariipmgestinmavarietyofwtomas, including 1lipoproteins, bane mass,
and gallstone formation.

OSTEQARTHRTTIS
Mﬁgsammtimhavebemmcemlywblishedﬁmavay
successtul scientific workshop co-sponsored by NIEMS and NIA on
Eticpathogenesis of Ostecarthritis, Workshop participants included experts
in epidemiclogy, anatomy and pathology, biochemistry, bicengineering,
inflammaticn, and clinical medicine. More than 120 recamemiations for
xmearchareastobewmmdenezgedfrmﬂxemﬁcshcp. A program
amnxnmentisbemgpr@amdbythemmmtcsﬁmnatem
on ostecarthritis in these targetad areas.

DISEASES OF THE EVE

Owlardisorderst!ntaxeminoldaramlmaﬂimactivelybeim
studied by the NET include aging-relatad maculopathy, cataract, and
glaucoma. Aging-relatad maculopathy selectively affects the macula, the
snallaxeaofﬂmemmnﬁ:atpzwidsstmpcamlvisim. It ocours
primarily with aging, impairing to some dagree the vision of millions of
Americans over age 50. An NEI-supported clinical trial, the Macular
Photocoagqulation Study, provided the first conclusive evidence that the
vast majority of cases of blirdness resulting from this disease could be
prevented or delayed significantly by timely laser treatment if the disease
is recognizeq early,
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The NEI devotes most of its fimding in the cataract program to research
aimad at developing means of preventing or slowing the development of
cataract or of treating it nonswrgically. Investigations are currently
under way employing molecular biclogical techniques to stuxdy the alteration
of lens proteins and investigate the extent to which such alteration
affects transparency. Previous studies have indicated that axidation of
protein and 1ipid components of the lens is related to the anset of senlle
catarect. Investigators are attempting to determine whether a prime factor
leading to this cxidative damage is the ambient ultraviolet light radiation
in sunlight. Attempts are also being made to prevent or arrest cataract in
animal models using antioxidants, Vardcus epidemiologic studies of
cataract are under way to determine envirormental, rutritional, and genetic
factors that may be involved in cataract development.

Although glaucoma may occur at any time in life, the risk of developing
glaucama increases with age. Treatment for glaucoma, whether by drugs or
surgery, is aimed either at diminishing aguecus humor producticon or at
facilitating its cutflow. In an atterpt to improve the outoome of glaucama
surgery, the corpound S5-fluorcuracil, a chemical that inhibits cell
proliferation, is being administerated postoperatively urder the
carjunctiva of the eye in a randomized clinical trial. »Administration of
this chemical has been shown to erhance the success of corventianal
glaucoma surgery in high-risk patients. The purpose of the trial is to
define further the safety and efficacy of this treatment. Ancther
NET-supported clinical trial is camparing the safety and efficacy of argon
laser trabeculoplasty with that of treditional medical treatment with

topical drugs in newly diagnosed patients with primary open-argle glaucama.
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ORAL HFATTH

Improving the oral health of clder pecple is the focus of a collaborative
pmjmtmmm,ﬂmxaummuxeofmm(mm
and the Veterans Administration. A research agenda has identified critical
areas such as the relationships between oral health and mutritional status
and chronic pain in older persons,

GERIATRIC TRATNING

In response to the 1984 Congressionally-mandated plan to improve and expand
training in geriatrics amd gerantology, the NIA has intensified its efforts
totraininvst.igatozsundeducatorsmagi:gz&eam. This is being
accamplished through the design and implementation of a variety of new
approaches to training and career develocpment, The Geriatric Ieadership
Academic Award, the Complementary Training Award for Research on Aging, and
the Co-Funded Institutional Naticnal Research Service Award were first made
in FY 1985. Other approaches include summer institutes in geriatric
research for medical stidents and post—doctoral trainees, Special Emphasis
Research Career Awards, ard a training ocamponent in the NIA Teaching
Nursing Home Awards.

In addition, as authorized by Comgress in the 1586 Gmibus Health Act (P.L.
99-660) , mistmsyearinitiatirgamtotlaademhipam
Excellence in Rlzheimer's Disease, which also includes a training
canponent, and is developing an Alzheimer's Disease Information amd
Education Center to provide health professionals and the public with
up~to-date information on all aspects of this disease.

10



INTERAGENCY OOMMITTEE

The Interagency Coxmittee on Research on Aging, chaired by the National
Institute an Aging, NIH, provides a central focus for Federal research on
aging. Its key functions include: identification of research needs &s
well as research interests that ot across Federal agencies ard departments
in order to promote appropriate collaboration and to avoid auplication of
effort; sharing of proposed research strategies and anticipated projects;
and excharge of information about existing research. Other interests of
the Camittee include locking into the feasibility of developing a
caputerized database of information on federally-supportad research an
aging and convening a group of agency representatives interested in
activities to improve the quality of home care of older adults.

The process of development of the President's budget is a2 lengthy one,
encarpassing well over half a year and rumercus clearances and adjustments.
Priorities that emerge represent a series of choices and compramises. Each
institirte at NIM must, by the nathwre of the process, have its priorities
campete with those of the other institutes, all within the context of the
overall requirements of the President's budget. These NIH priorities then
campete with those of other agencies within the Department. To the extent
possible, NIH and the Department have emphasized research related to aging,
and mest particularly research on Alzheimer's disease.

With regard to the impact of the proposed FY 1988 budget, the NIH budget

request includes $5,534 million in new budget authority. With the extended
availability of $334 million in FY 1987 funds, the total cbligaticnal

11
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authority for 1988 would be'$5,86% million, which is approximately equal to
the level of the revised 1987 budget.

Bdshadget,madditimtommmtgamrmdmtﬂytmgmemmexof
research project grants at a constant level, would also permit the NIH to
cmtimzetof\miﬁxesamemmberofcentergmts, including the
Alzheimr'sbiseaseReseammntem,n:tﬁdthadecmaseinﬁmdingof
$1.4 million from the 15987 level to a new figure of $522 million. Support
for career awards amd research training would be available at almost the
same level as the 1987 revised budget, with the training program supporting
appmdmtelylo,%?mdneas-almstmelevelmrﬁedbyﬂm
National Academy of Sciences. In the aggregate, the cther NIH research
mechanisms would be maintained at a level almost commensurate with
camparable 1987 fimding levels. Under the President's budget we can expect
to see cantirued advances in understanding the biclegical basis of aging,
and we will certainly comtinue our remarkable progress in Alzheimer's
disease,

Mr. Chairman, this concludes my prepared statement. I will be glad to
answer any questicns you or the members of your Committee may have.

12
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The CrairMAN. Doctor, you've had a rather outstanding career
in medicine. The funds that you handle for research and the grant
money, 1 understand from reading the President’s budget, would
defer some $329 million for this year’s grants and hold them over
to next year. Is that true?

Dr. WYNGAARDEN. Yes, sir, that is still part of the proposal. As
you may know, we had begun to make some adjustments in the
number and size of awards in early January following the Presi-
dent’s budget message. We have, at the request of Congress and
with the approval of OMB, stopped doing that as of March 3, so we
are now proceeding during 1987 to make awards according to the
original 1987 budget.

The CHAIRMAN. Where did that idea originate?

Dr. WYNGAARDEN. I'm told that it deveﬁ)lped in conversations be-
tween OMB and the Department. We did not play any role in that
ourselves.

The CHAIRMAN. Isn’t it true, Doctor, that research delayed is a
tragedy?

Dr. WyNcaarDEN. Yes. Each year we conduct, under the avail-
able funds, the highest priority research that we can identify. And
there’s always a good deal of research that we cannot support
under any budget; that’s always been the case.

The CHAIRMAN. To the extent that the dollars are appropriated,
though, you've always found applicant grants—or applicants for
grants—that indeed do meet all the requirements of prudent re-
search? Isn’t that true?

Dr. WyNGaarpeEN. Yes. In the last few years we have funded be-
tween 35 and 38 percent of approved and recommended projects.

The CHAIRMAN. In other words for every three grant applica-
tions, you get to choose approximately one of those three as the
best and most prudent?

Dr. WYNGAARDEN. Yes. That’s been true for several years.

The CHAIRMAN. So there was a hiatus there, sometime in Janu-
ary until March 3rd, that you were holding up on awarding grants.
1 assume that since March 3rd that you will utilize the grant
money for the full amount that was appropriated, then? Or will
therg be some that is still carried over, some funds still carried
over?

Dr. WynNGaARDEN. No, sir. We were primarily reducing the size
of the award by an additional 6 or 7 percent on average to stay
within the proposed revision of the President’s budget. We have
now restored those funds to the original level that would have been

ible under the appropriation, and as rapidly as possible we will
orward to each grantee those funds that were withheld as a conse-
quence of this proposal. We expect to have that accomplished
within a month.

The CHAIRMAN. Are you still using the peer review process?

Dr. WynGaarpeN. Oh, yes sir.

The CHAIRMAN. And in that process, isn’t there often negotiation
for a lesser amount?

Dr. WyncaarDeEN. Yes, at several levels, Mr. Chairman. The
grant undergoes two levels of review. The first is a disciplinary
review for scientific merit and technical feasibility. We have about
80 or 85 committees of volunteers from the scientific community
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that evaluate these grants and place priorities on them. They also
look at the proposed budgets very carefully—these are scientists
who understand what research costs, because they are doing simi-
lar kinds of research—and they make recommendations on the
budgets. The grant is reviewed a second time at the level of a coun-
cil of the funding institute, which locks at the work done by the
study section but alsc considers policy issues and program balance
and geographical issues and the like, and it then approves and also
recommends a budget.

The grants management staffs of the funding institutes then ne-
gotiate that budget more carefully with the grantee, and sometimes
they find that small savings can be made. In general, historically
we have funded the new and competing awards at about 3 percent
less than recommended figures, and the continuations at about 1
percent less. But the additional dollar negotiations that I referred
to as a result of this proposal were on top of that.

The CHairMAN. Doctor, while I've got you here—it’s an unusual
opportunity—are you aware of the—this has nothing to do with the
elderly—are you aware of the requirement for changing the policy
for taking care of primates that are used in research at NIH and
other institutions?

Dr. WyNGAARDEN. Yes, sir. We have had an animal welfare
policy longer than we have had a human subject welfare policy.
That welfare policy for animals has undergone repeated revisions.
We have the fifth major revision of that policy in force at present,
and with respect to the care of primates, it does define some new
requirements for larger cages and other measures. Yes, sir, that’s a
very lively topic and we spend a great deal of time on that.

The CuarRMAN. Well, the psychological well-being of primates is
a term that means just that. We'll be wanting to review—not on
this committee, but on another committee that I serve on—just
what progress you've been making.

Dr. WyNGaARDEN. We're taking that term very seriously, and we
are applying that in every way that we know how to do it.

The CHAIRMAN. Thank you very much, Dr. Wyngaarden and Dr.
Williams. We commend you on your work, and T think a lot of us
feel that some of the best dollars that are ever appropriated out of
Congress go to NIH. Thank you very much.

Dr. WyNGAARDEN. Thank you, Senator Melcher. We thank you
for your support.

The CHAtrMAN. I will be submitting written questions to you and
Dr. Williams following this hearing.

[The questions and the answers thereto follow:]
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March 31, 1987

James B. Wyngaarden, M.D.
Director

National Institutes of Health
Building 1, Room 124

9000 Rockville Pike

Bethesda, Maryland 20892

Dear Dr. Wyngaarden:

Thank you for appearing before the Senate Special
Committee on Aging on March 13 and answering questions regarding
the impact of the Administration's proposed budget for Fiscal
Year 1988 on Federal agencies providing services to older
Emericans. Your testimony was helpful and we appreciated having
the benefit of your views.

During the course of the hearing, Administration witnesses
indicated that they would be willing toc answer additicnal
questicons that Committee members did not have the opportunity to
pose. Keeping this offer in mind, we request that yocu answer
the following questions:

1. Late last year, the President signed into Public Law 99-6560
an omnibus health bill which included an Alzheimer's disease
research program, It is our hope thalt we can appropriate money
for that program this year, as authorized by the legislation.

In the meantime, with the assumption that Congress would fund
this program, the agencies involved were to be proceeding with a
plan for the research. Can you give us an update as to how the
planning for research on Alzheimer's authorized by this new law
is progressing? Please provide any and all documentation with
regard to this issue.

2. The Administration's fiscal year 1988 budget proposes
significant funding decreases for the National Institutes of
Health (NIH),

a. How would this reduction impact NIH research and
training efforts? Please provide infermation about
what specific areas of research related to aging will
be affected.
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James B. Wyngaarden, M.D.
March 31, 1987
Page 2

b. How can we prevent decreases in our commitment to
biomedical research from having an adverse impact on
attracting new researchers to the field of aging?

3. Although the Office of Management and Budget and others have
rejected the budget proposal to defer research funding from
fiscal year 1987 to fiscal year 1988, it is unclear whether the
White House has withdrawn this proposal.

a. Doces the President still support the deferral
appropriations proposal that was included in his
fiscal year 1988 budget proposal?

b. The deferral proposal is not now being implemented.
If it was included in the fipal budget signed Into law
by the President, how would it affect ongoing research
and training activities within the NIH?

C. How would the deferral proposal allow the NIH to take
full advantage of present research opportunities in
the aging fileld?

The Aging Committee is keeping the hearing record open and
will be placing our follow-up questions and your answers in our
print of the hearing's proceedings. It is cur intention to
submit these additions to the record by April 21, 1987.
Therefore, we request that you relay your answers to the above
questions prior to that date.

Your continued cooperation in this matter is appreclated
and we look forward to your responses.

Best regards.

Sincerely, /
; {: ; ,
Chaifman nkKing MIfior ty%ber
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T. Franklin Williams, M.D.

Director, National Institute on Aging
National Institutes of Health
Building 31, Room 2CQ2

9000 Rockville Pike

Bethesda, Maryland 20892

Dear Dr, Williams:

Thank you for appearing before the Senate Special
Committee on Aging on March 13 and for providing assistance to
Pr. Wyngaarden prior to and during the course of our hearing on
the impact of the Administration's proposed budget for Fiscal
Year 1988 on Federal agencies providing services to older
Americans.

During the course of the hearing, Administration witnesses
indicated that they would be willing tc answer additicnal
questions that Committee members did not have the copportunity to
pose. Keeping this offer in mind, we request that you answer
the following questions:

1. New discoveries about Alzheimer disease are being made at an
extremely rapid pace. Two findings recently reported in the
news include the possibility of THA as a drug for treatment of
this devastating disease. What are your Institute's plans for
maintaining, and perhaps even escalating, our march toward a
final victory against Alzheimer disease?

2. Late last year, the President signed into Public Law 99-660
an omnibus health bill which included an Alzheimer disease
research program. It is our hope that we can appropriate money
for that program this year, as authorized by the legislation.

In the meantime, with the assumption that Congress would fund
this program, the agencies involved were to be proceeding with a
plan for the research. Can you give us an update as to how the
planning for research on Alzheimer disease, as authorized by
this new law, is progressing? Please provide any and all
documentation with regard to this issue.
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3. The Administration's fiscal year 1988 budget proposes an $11
million funding decrease for the NIA.

a. How would this reduction impact the NIA's research and
training efforts? Please provide information about
what specific areas of research would be affected.

b. How c¢an you prevent such a decrease from having an
adverse impact on attracting new researchers to the
field of aging?

4, Similar to the teenage suicide problem, the issue of elderly
suicide is of increasing concern to health care professionals.
Men over the age of 75 have the highest rate of suicide of all
age groups.

a. Is the NIA supporting research initiatives, perhaps in
conjunction with NIMH, in this area?

b. If not, can you explain why the NIH is not involved in
this area?

¢. If so, could you please provide the Committee with
information about the roots of this problem and how we
might address it.

5. The Institute of Medicine (IoM) will soon publish a study on
the need for geriatric leadership in the United States. We
understand that among the study's recommendations is a
suggestion that comprehensive geriatric research and training
centers should be established. 1In your opinicn, would such
centers be a suitable vehicle for addressing the country's
geriatric leadership needs? If not, why not?

6. Considering the anticipated doubling of the over age 8%
population by the year 2020 and the implications this has for
the nation's health care and support systems, especially those
dealing with long-term care, what is your Institute doing to
meet this rapidly approaching and increasing challenge?

7. Since 1984, the number of full time equivalent positions at
the NIA has declined from 378 to 343 (in the President's fiseal
year 1988 budget).

a. How can the Institute maintain its productive research
programs and still reduce the numbers of its FTEs?
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b. In what specific areas will there be (and has there
been) staff reductions in the last three years?

8. Although the Office of Management and Budget and others have
rejected the budget proposal to defer research funding from
fiscal year 1987 to fiscal year 1988, it is unclear whether the
White House has withdrawn this proposal.

a. Does the President still support the appropriations
deferral proposal that was included in his fiscal year
1988 budget proposal?

b. The deferral proposal is not now being implemented.
If it was included in the final budget signed into law
by the President, how would it affect ongoing research
and training activities within the NIA?

C. How would the deferral proposal allow the NIA to take
full advantage of present research opportunities in
the aging field?

§g. What areas of research have you identified that the NIA is
not pursuing now, or pursuing only minimally, that might offer
promise for improving the health and well-being of today's and
tomorrow's aging population?

a. What is the NIA doing to examine the role of nutrition
in the aging process and health of the elderly? Where
are there shortcomings in NIA initiatives in this
area, and what can we do to address these short-
comings?

b. What is the NIA doing on the issue of pharmaceuticals
and the elderly? Where are there shortcomings in NIA
initiatives in this area, and what can we do to
address these shorteomings?

The Aging Committee is Kkeeping the hearing record open and
will be placing our follow-up questions and your answers in our
print of the hearing's proceedings. It is our intention to
submit these additions to the record by April 21, 1987.
Therefore, we request that you relay your answers to the above
questions prioer tc that date.
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Your continued cooperation in this matter is appreciated
and we look forward to your responses.

Best regards.

Sincerely,
L]
e ;; Chai;man %Mnorny %?er
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DEPARTMENT OF HEALTH & HUMAN SERVICES Public Hesith Service
r— T
Nutional institutes of Heaith
e Lt -l B 2oar Bethesda, Maryland 20892
Buiding : 1

Room T 124
Qo4 2433

MAY 2 5 07
The Honorable John Melcher
United States Senate
Washington, D.C. 20510

Dear Senator Melcher:

I am responding to your letter of March 31 addressed to me and to

Dr. T. Franklin Williams, Director, National Institute on Aging (NIA).
I have enclosed our response to additlonal questions you asked us for
inclusion in the record of the March 13 hearing on the impact of the
proposed FY 1988 budget on Federal agencles providing services to older
Americans. We wish to thank you for your interest and hope that our
answers to your questions will prove helptful.

Sincerely yours,

James B. Wyngaarden, M.D.
Director
Enclosures
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Question #1. New discoveries about Alzheimer's disease are being
made at an extremely rapid pace. Two findings recently reported in the
news include the possibility of THA as a dnyg for treatment of this
devastating disease. what are your Institute's plans for maintaining,
and perhaps even escalating, our march toward a final victory against
Alzheimer's disease?

Answer. The National Institute an Aging (NIA) currently has under
review a proposal for a multicenter clinical trial of
tetrahydroaminoacridine (THA) in the treatment of Alzheimer's
disease. The NIA will be able to initiata this clinical trial on
THA with wmsual rapidity due to the availability of the ten
Alzheimer's Disease Research Centers (ADRCs) and their
well-developed and characterized patient populatioms.

Since the publication of the paper by Dr. William Summers in the
Noverber 13, 1986, issus of The New England Jawmal of Medicine, the
ADRCs, the NIA, the Food and Drug Administration, and the
Alzheimer's Disease and Related Dementias Association have been
working closely to develop ard initiate a well coantrolied
milticenter trial, pending successful scientific review, by June 1,
1987. This is an interval of less than 7 momths, indicating that
with the cooperation of the various graups and Agencies, the Federal
Goverrment can be responsive to the neads of the public., It is
likely that further drugs for the treatment of Alzheimer's Disease
will be developed ard need the rescurces of the ADRCs. Strategies
for respordding to these fuhire neads will be developed within the
ADRC program.

As proposed, this milticenter clinical trial of THA will involve the
coordinated efforts of 17 research centers ard a total of 300
patients. Evidence of whether or not THA is effective, in a
significant mmber of patients may be known within 1 year. If THA
proves effective in this population of well defined Alzheimer's
patients, and if it is simultanecusly shown to be safe in animal
studies, we are confident that all relevant crganizations will
expedite introducing the druy to the American market.

It must be remesmbered that should the efficacy and safety of THA be
confirmed, this treatment would be a palliative approach sirve the
urderlying process of degeneration of cholinergic naurens is not
altered by the anticholinesterase activity of THA. However, the
possibility of an extension of normal and productive life of both
the AD patient amd his/her family makes THA potentially useful in
the treatment of AD, should the study confimm its positive effects.
The search for othey treatments of AD needs to comtinue as a high
national pricrity.

Cther areas of expanded research opportunities on AD are:
o early identification of AD;



113

° further development of neurcpsychological, biochemical, ard
imaging diagnostic instruments:

[+ cross—cultural epidemiologic stixiies, both damestic and
international, to idemtify risk factors;

o genetic linkage and gene identification;
o pharmacologic therapertic modalities;

o new therapeutic interventions such as transplants of nerve cell
populations;

o support strategies for family members amd caregivers.

Research initiatives have been and are being developed for each of
these areas.

Question #2. late last year, the President signed into law Public
law 99-660, an amnibus health bill which included an Alzheaimer's disease
research program. It is our hope that we can appropriate noney for that
program this year, as authorized by the legislation. In the meantime,
withtheassxmptimmatcorgmswuldfmﬂmsm,meagemis
involved were to be proceeding with a plan for the research. Can you
give us an update as to how the plaming for research on Alzheimer's
diseaseauﬂnrizedbyﬂusrwlawismim? Please provide any
and all documentation with regard to this issue,

Answer. P.L. 99-660 authcrizes and encourages expanded research and
research training related to Alzheimer's disease by a rumber of
Federal agencies. Part D, Section 931 of P.L. 99-660 authorizes the
Director, NIA, to make awards to distinquished senior investigators
who have made significant contrilitions to bicmedical research
related to Alzheimer's disease and related dementias. The funds
amdadmybeusedtosuppoxtthemcipimt'szmxdxpmgmarﬂ
to train autstanding junior investigators to conduct ressarch in
such areas, The awards ave rencwable ammmally for a total of 7
years. The bill authorizes armual appropriations of $5 million for
FY 1988-1991. To irplement the intent of this part, the NIA is
establishing a competitive award for "Leadership and Excellence in
Alzheimer's Disease" (LEAD) which will include the following
components:

:

o Salary support for the applicant (who must be a leading senior
investigator in this fiald) and the secretarial/administrative
staff necessary for the eonduct of the award, with the option
of partial support of a core facility of the awardee's research
program, e.g. animal resources, data bases, clinical or
pathology facilities; no more than 30 percent of the award may
be used for this component.

© Salaryarﬂreseamdevelogmentsupportforﬂxeﬁxﬁmmmer
develogment of one or more junior researchers who demenstrate
mmmmmmmmmofagﬁq
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and Alzheimer's disease and related dementias; no more than 30
percent of the award may be used for this component.

[} Support of the research program(s) of the recipient senior
investigator in the following ways: (a8) extensicn of his/her
mﬂyﬁxﬁedmeazdx (b) su;pcx'tcraiparslmofﬂ}e
research of the outstarding junicr investigator(s) for no more
than 3 years, (c) support of immcvativa, opportimistic, or high
risk ressarch on aging and Alzhaimer's disaasa arxd ralated
dementias as pilot stidies for no more than 2 years par
project.

o Administrative extension of one or more anrent NIA supported
regearch grants to the awardee for the duration of this award.

The objectives of this program are to help strengthen the
capabllities of established senior investigators who have,
distinguishedzecoxdsinbimndimlxeeazd:mmmeimr'sdisease

idingupto?yeaz'sofmajorm!ﬂin;su;poxt thus allowing
mexecipie.ntsmetimetodevcte research ard the development of
autstanding junior bicmedical investigators interested in working on
Alzheimer's disease ard the related dementias associated with aging.
The NIA has already bequn to take steps to implement the specific
legislation. A draft of the Request for Application (RFA) has been
developed ard it is anticipated that awards will be made by July
1988. Tha mmber of awards will deperdd upon the mmber of
meritoricus applications and the funds available.

Part E, Section 841 of P.L. 99-660 authorizes research relevant to
the appropriate services for individuals with Alzheimer's dissase
and related dementias to better understand how to take care of the
great mmbers of people who are presently afflicted with dementia.
The specific mandate to the NIA is the preparation of a plan for
research and its transmission to the Chairman of the Comcil on
Alzheimer's Disease, within 6 months-after the date of enactment of
this Act. This plan is being prepared. Although NIA's specific
responsibilities as designated in this bill center on an examination
of epidemiclogical and diagstic aspects of Alzheimerts disease,
the Institute will contime to emphasize, in addition to the
ricmedical area, such behaviaoral science research topics as the
focus of and rden of the care of Alzheimer's disease victims and
encourage stixdies on tha effects of social and physical enviroments
on the manifestation of tha diseass, factors associated with
caregiving burden, and the testing of interventions t5 help
patients, families and formal care providers cope with and manage
the disease ard related sequalae. Anmual revisions of the plan must
be submitted to the Council. The bill authorizes anmmual
appropriations of $2 million for FY 1988-1951.

Although the specific function in Part E, Section 941 is new, the
Institute has been supporting research in this area as follows:

[+ These research areas are incorporated in the dbjectives of the
10 AIRCs, supported wxier Section 445 of P.L. 99-158, and of
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the 6 ARlzheimer's Disease Patient Registries, authorized in
P.L. 99-158, Sectien 12, Part G.

o A Program Arnauncement, *The Epidemiology of Alzheimer's
Disease and Other Dementing Disorders of Older Age™ was issuad
19, 1986, with the first ramd of applications
received at the February 1, 1987, receipt date. A oopy is
attached.

o A Program Annoumcement, "The Diagnosis of Alzheimer's Disease"
was issued April 3 with the cosponsorship of NINCDS and NIMH.
A copy is attached.

o Two RFAs are being developed for issuance in FY 1988:
Development of Bicchemical Markers of Alzheimer's Disease;
validation of Imaging Technologies in Dementing Disorders of
Agirg.

o The NIA contimies to support research related to family
care-giving and appropriate services for Alzheimer's disease
patients.

o The NIA, alang with the NINCDS and NIMH, is holding an NIH
Consensus Conference on the Differential Diagnosis of Demerting
Diseases, July 6-8, 1987.

o Semianmmual meetings of the directors of the 10 AIRCS are held
to enhance cooperation and oxmamication among the Centers.
Similar meetings will be held by the directors of the
Alzheimer's Disease Patient Registries.

© Under the auspices of the NIA Office of Alzheimer's Disease
Research, an NIH Alzheimer's Disease Research Coordinating
Committee has been organized to facilitate communication
between cperating staff of the relevant Federal agencies.

o The NIA has served as a resamrce to saveral State agencies
interested in establishing statewida Alzheimer's disease
patient registries.

o The NIA is cocperating with private famdations, swuch as the
Jahn French Foundation and the Alzheimer's Disease and Related
Dementias Association, in developing and planning workshops,
such as on Criteria for Diagnosis of Vascular Dementia and on
Strategies for Home and Comminity Care of Alzheimer's Disease
Patients and Their Families, as well as in developing the major
clinical trial described above to determine the efficacy of
tetrahydroaminoacridine in the treatment of Alzheimer's
disease.

Other agencies, specifically the National Institute of Mental
Hoalth and the National Cemter for Health Services Research amd
Health Care Techmology Assessment, are alsc authorized by P.L.
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99-660 to expard their research an Alzheiwer's disease. It is
anticipated that these varicus efforts will be coordinated through
the NIA office of Alzheimer's Disease Research and brought to the
attention of the Alzheimer's Disease Council, established by P.L.
99-660, through the Advisory Panel which was also establichad by
this law.

Question #3. The Administratien's Fiscal Year 1988 budget proposes
significant funding decreases for the National Institutes of Health
(NIH} . (3a) How would this reduction impact NIH research and
efforts? Please provide information about what specific areas of
research related to aging will be affectad.

Answer. If, as you asmume, Congress rejects the President's
proposal to extard the availability of $334.4 million of FY 1987
appropriated funds, the FY 1988 President's budget request of
$5,534.3 million would represent a decrease of $649.6 million or
10.5 percent fram the FY 1987 appropriated level of $6,183.9
million. At that budget level, NIH would reduce the mmber of
canpeting grants in FY 1988 to about 1,516 awards. All othar

ing mechanisms would remain at the curently proposed level.
High priority research related to aging, such as Alzheimar'e

» molecular genetics, and ostecporosis would contimie to be

supported at approximately the current level; grant-supportad
research in lower pricrity areas would decline.

Question (3b). How ¢an we prevent decreases in cur comitment to
biamedical research frum having an adverse impact on attracting new
researchers to the field of aging?

Answer. One must keep in ming that, under the FY 1988 President's
Budget, both the FY 1987 estirate and the FY 1988 request for NIH
will each support over 19,000 total research project gramts. These
are the highest rmumbers ever to be supported in the history of the
NIH. Therefore, it should still be encouraging to enter a research
career.

Question #4. similar to the teenage suicide problem, the issue of
elderly suicide is of increasing concern to health care professionals.
Men over the age of 75 have the highest rate of suicide of all age
groups. (4a) Is the NIA supporting research initiatives, perhaps in
conjunction with NIMH, in this area? (4b) If not, can you explain why
the NIH is not involved in this area? (4c) If so, could you please
provide the Committee with information about the rocts of this problem
and how we might address it.

Answer. In 1984 suicide was the fourteenth leading cause of death
for those aged 65 ard over. Given the stigma attached to suicide as
well as a set of definitional problems, this is probably an
understatement of its extent.

The NIA is supporting two extramiral studies that deal with suicide
among older people. One demographic study is investigating causes
of death within the older population. This study is utilizing data
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cn miltiple causes of death. The study is thus able to investigate
the pattern of diseases such as cancer that may be associated with
suicide. Arecaatdieccv&:ybytlmstzﬂyistherapidlyixmeasing
rates of suicide among black males over age 75. The seoxd shxly is
investigating at an aggregate level the relationship between such
demographic, econcmic and benefit policy changes as the increased
size of the older population, improved social security benefits,
etc., and charges in the suicide rate.

A mumber of risk factors for suicide among clder pecple has been
proposed, including financial strain, social isolatjon, a low level
of social integration, poor health including loss of functicnal
abﬂityamthee)dswmofmﬂpledmucdjseasa spousal
bereavement or tminalmnm,t‘earofﬁxampactofwstsof
{11ness on sarviving spouses, depressicn, hopelessness, loss of
autonamy, ard a tendency to direct anger irwards toward the self.

Sevemloftnaserisxfacmmarﬂﬂiej:mctmlatimshiptc
sulcide among older pecple have not been well characterized, and

there are important demographic and epidemiological gaps in our
knowledge. Thus, for example, while the relationship between
clinicaldepmssim—whidxincmaseswithaqa,ammidnmhave
preventable and curable psychosocial and medical causes — and
suicide has been quite well specified, the relationship between poor
paysical health — especially of a termminal nature — amd suicide
has been much less well characterized. Knowledge is scarcest where
suicide rates are highest, e.g., among the oldest old males. A
forthoaming joint program armouncement by NIA and NIMH on the
interrelations between psychological functioning and health should
provide same useful information in this area. A new initiative in
gerder differences will alsco add to owr knowledge of the sex
imhalanca.

Queantiom §5. The Institute of Medicine (ICH) will soon publich a
stidy ¢n the nead for gariatric leadership in the United States. We
understand that amtryy the stixly's recamendations is a suggesticon that
omprahemivegariatriczeseardmandtminirgcaﬂmhewtabhﬂwd In
your opinian, would such centars be a suitabla vehicle for adiressing the
coauntry's geriatric leadership needs? If not, why not?

Bnswer. Such centers would, in my judgment, be vary helpful.
a@enmnmmmmmimmmmmm
specialties has shown that they are very effective in pramoting the

development of a field natiormide.
Question §6. Omnsidering the anticipated doubling of the over age
85 population by the year 2020 ard the implications this has for the

naticn's health care and support systems, especially those dealing with
lang-term care, what is the National Institute on Aging doing to meet
this rapidly approachirg and increasing challenge?

Answer. The oldest old have a very high rate of morbidity and
disability, amd are heavy users of care. Naticnally, almost 25
percent were institntionalized in 1980, while of those living in the
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ccmmmitybetweenm-ﬁpexthmedthemlpofammerpexsmin
order to finction in everyday life. Nonetheless, a substantial
peroentage of the oldest old living in the commmity are physically
robust with few health problems and lead active lives. There also
appears to be significant state by state differences in tha ability
of the 85+ to function independently. This suggests that if we are
able to better understand the modifiable factors that lead to the
differences between the robust and the physically deperdent oldest
old we coculd develop successful prevention programs.
Epidemiological evidence is only now begimming to emerge that risk
factors, anca though not to operate past age €5, can be applied to
older aga graps.

Throush interagency agreements with the Naticnal Center for Health
Sfatistimastarthasbeenmadeindevalopﬁ:gdemogmmicam
epidemiological data for research on the oldest old. For exanple,
NIA has funded the Longitudinal stady of Aging to follow—up the 1984
Health Interview Survey old-cld respondents as well as a follow-

of the National Nursing Home Study. However, many vital gaps remain

National Health and Examination Surveys do not adequately sample the
very old, do not plan adequate longitudinal surveillance, and do not
measure functicning adequately.

’mezeazeammberofomplaﬁtiainpmdictimmeammm
of this population, First, as already noted, because of the vital
datagapsinnatimalsmveysazﬁmelackotmearchpmjects
analyzing availsble data we have a very inadsquate picture of the
needs of the current oldest old population. Second, there is very
rapid change in the nature ard size of the cehorts which survive
into very old age. Future cohorts of the oldest old are likely to
have different patterms of disease, social support, financial
resaurces, and ocoping styles. Third, the methodology for making
forecasts of active and disabled 1ife expectancy and population
needs is inadequate. The NIA is plarning to Aind three studies that
will improve the forecasts of futire levels of active and disabled
life expectancy of the oldest old popilation, as well as the
patterns of need that will be generated. Such studies would serve
astheplarmin;baseforanintsgmtedmventimpm.

A major focus of NIA research is to prevent disease ard
deterioration, and to maintain health and functioning up to the exd
of life. Over the last séveral years there has been a major
initiative on strategies for maintaining health and effective
functioning in the middle and later years. This initiative has been
stimlated by a general program armouncement, first released in 1981
ard by subsequent more specific amouncements focused on haalth,
behavicr amd aging; social environments influencing health and
effectiva functioning; and the oldest old.

Futura plans call for contirmation arxd greater specification of the
initiative on health and effective functioning to include concerns
with cognitive functioning and aging, gender effects on health and
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longevity, the roles of exercise and sound mtrition, and the
evaluation of social and behavioral interventions for reduction of
age related risks and conditions.

Furthermore, an NIA plan for long-term care research has been
developed to identify important research needing attemtion in this
area. This NIA initiative will focus on biomedical, behavicral and
social research and research training in several areas related to
NIA's concern with medical and nomrmedical long-term care needs of
aged persons with chronic illnesses and their families. Research
solicited from exdsting program amauncemerts reflecting tha total
range of grant mechaniems is currently emerging on topics such as:

© The epidemiclogy of caregiving for frail elders in the
commmity

o Factors affecting the need for and use of lang-term
care services

o Social and behavioral aspects of different types of
institational care

o social and behavicoral interventions for preventing
falls, urinary incontinence, or cognitive decline in
old age

Question §#7. Since 1984, the mmber of full-time equivalent
positions at the NIA has declined fram 378 to 343 (in the President's
Fiscal Year 1988 budget). (7a) How can the Institute maintain its
productive research programs and still reduce the mmbers of its FTES?

Answer. As awareness of the problems of aging has grown among the

. bicmedical specialties, we have seen increased research interest
from diverse fields including mutrition, cardiovascular research,
orthepedics, pharmacology, and many moye. Many of the NIA
extramiral grant program administrators are therefore currently
administering diverse ressarch areas. The NIA intramural research
program, like that of other NTH Institutes, is a labor intensive
enterprise. In FY 1986, the intrammal program was reorganized to
pramcte increased scientific productivity and efficiency in
operations, and to assure that the allocation of resources reflected
NIA priorities. Collaborativa relationships and outside means of
support have been actively sought, ard purchase of equipment to
pramote office autcmation has been expandsd.

Question (7b}. In what specific areas will there be (and has there
been) staff reductions in the last three years?

Ancwer. In 1984, the NIA used slightly less than 380 full-time
equivalent employees (FTEs) compared with a projected 339 in FY
1987. The effect of this decline has been distriltad throughout
the Institute. The rumber of FIEs in the imtramural program has
been reduced by abeut 10 percent. The extrammal research program,
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which is responsible for program development, review, and
administration, has alsc been reduced by about 10 percent. The
mmber of FIES in Institute-wids administrative activities —
inclwxding the fimctions of policy formilation, administrative
services, financial and persormel management, and coordination of
the Instifute's activities within the NIH and other Federal
agencies, has declined by about 23 percent.

Question #8. Although the Office of Manegement and Budget amd
others have rejected the budget proposal to defer research funding from
Fiscal Year 1587 to Fiscal Year 1988, it is unclear whether the White
House has withdrawn this progosal. (8a) Does the President still support
the deferral appropriations proposal that was included in his Fiscal Year
1988 budget proposal?

Answer. At present, the deferral is still contained in the
President's FY 1988 budget proposal.

Question (8b). Tha deferral proposal is not now being implemented.
If it was included in the final budget signed into law by the President,
how would it affect ongoing research and training activities within the
NIH?

Answer, If the deferred proposal is enacted by the Congress, only
those projects scheduled to receive awards subsequent to
congressional action would have their grants reduced.

Question (8c). How would the deferral proposal allow ths NIH to
take full advantage of present research ¢pportunities in the aging field?

Answer. The deferral proposal would ensure a stable source of Ainds
for bicmedical research. This will allow conmtimuad support of high
quality aging research in the fields which are ripest for
development and exploitation.

Question #9. what areas of research have you idertified that the
NIA is not pursuing new, or pursuing only minimally, that might offer
pramise for improving the health and well-being of today's and tomorrow's
aging popalation?

Answer. Research involving the genetic analysis of Alzheimer's
disease is now ripe for exploitation because of the recemnt
discoveries that both the gene for the B-amyloid protein found in
amyloid plaques and a genetic defect predisposing individuals to
Alzheimer's disease are located on chramoscme 21,  Increased support
is needed for identification and collection of material for genetic
analysis of Alzheimer's disease, and molecular genetic analysis of
the INA to identify genes, locate these genes on the chramcsame, and
characterize the regulation of expression of thesa ganes,

Ancther opportinity in the area of Alzheimer's disease research is a
study aimed at defining the rates and risk factors for dementia and

central nervous system aging among persans of Japanese ancestry.
The propesed study would be carried cut in Hawaii and Japan, in
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collaboration with Japanese imvestigators, and would allow
carparisons between rates of dementia amwyy genetically similar
persans living in the two nations. It would be desirable to exterd
this study eventually to other minorities in the Pacific Basin, and
to develop other cross-cultural comparative studies of risk factors
for dementia in other populations of the world. In this regard,
plansazempmgxssstoestabnshazeheadquartexscfamwgrld
Health Organization research program in aging in close associaticn
with the NIA. Intermaticnal epidemiologic studies of dementia are
one of the highest priority areas of research for the new WHO
program.

The use of techniques of recambinant MNA to stidy charges in gene
struchore and expression, and the identificatien of genes
respansible for increasad lagevity of mitants are promising areas
of research in aging. For example, it has now been demonstrated
that messergjer RNA from senescent cells in culture can be
micro-injectad into the ruclei of young cells to inhibit further
replication of these cells. In related experiments, a protein
called “"statin® has been identified in ruclear mermbranes usinq
mnoclonal antibodies specific for senescent cell proteins,

protein is fourd only in non-replicating cells, arﬂisfom'ﬁboﬂxin
vivo and in cells in culture. The state of the science is ready for
basic research on understanding the nature of aging. Techniques are
available to probe genetic charges, to distinguish aging processes
from disease, and to eliminate many scurces of variation in future
bicmarker research.

Cell death is a poorly understood phencmencn. Cell death can be
either programmed, as during develogment, or traumatic, due to
anoxia or a variety of specific damaging agents. Cell death has
been implicated in several disesses, e.g., Alzheimer‘'s disease and
Parkinson's disease, and could alsc be a contributing factor in
f\nx:timldeclineoftissmmﬂoxganscmrin;sene;wm. The
mechanisms by which cell death occurs needs to be elucidatad in
order to understand what imterventions may be useful in retarding
cell death in specific tissues. Ons of NIA's important
contrimrtions o this amd relatad research efforts is to maintain
cell banks of aging animal colonies for the use of investigators.

The importance of mitrition in the aging process, though lang
recognized, has been little studied. New studies indicate that many
older people consume far less than recammended levels of such
mutrients as calcium, zinc, or vitamins B, D, ard E: but the
studies do not show whether these low intakes reflect real
deficiencies or simply altered rutritional requirements with age.
The NIA is focusing its efforts on three central issues:
relaticnships between aging and mutritional requirements; mechanisms
underlying mitritional effects on aging processes; and behavicral
and social correlates of mutrition. A uniqua amd cost-effective
oppertunity to learn how the diets of older persons are relatad to
their health ard risks for diseases waild be through a supplement to
the soon to be implementad third Health and Nutrition BExamination
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Survey of the Naticnal Center for Health Statistics, which will
begin in FY 1988.

Falls and hip fractures are a major problem for older pecple.
Though we have now learned that estrogen can reduce bens loes,
especially froam the spine, in waten in tha years immediately after
mencpause (Type I osteoporosis), we have yet o learn how to prevent
the contimiing bone loss, especially in the hip, in persons over 65
(’IypeIIcsteopomsis),mﬁdxleadstothehighmtﬁofhip
fractures in both men and women in advanced age. Results from the
NIA falls program have reinforced our belief that falls — a major
causa of hip fractures — are not an inevitable consequence of old
age, kit are causad by problems which are potentially treatable or
preventable. Many older persons prone to falls have dramatically
less strength in ecwe leg muscles than persons of a similar age who
do not fall. Many also have neurclogic abnormelities. Purther
research should lead to understanding the causes of their
neuramiscular problems and to practical ways of preventing falls.

'nmareseveralp:mismgavemesofmeaxdxinthemof
behavioral and social research which have not been fully realized.
Although progress has been made in two areas highlichted as
Institute-wide initiatives in previous years, the oldest old and
strategies for maintaining health and effective functioning, growth
in these important areas requives comtimied support. NIA has also
beensuppcrtingasmallhxtgzwi:gmmb&ofmeardagmnts
related to the need for and use of medical and nommedical long-term
care for chrunically ill persons and thelr families. Additiomal
efforts are needed here to adiress new aspects of the initiative
cutlined in an NIA Implementation Plan for long-term Care Research
for FY 1987 and Ruture Years.

Oﬂmrpmisimmeard\amasmdxhavehad inadequateathtim
in the past include research an cognitive functioning ard aging, and

the effects of gender on health amd longevity. Especially neglected
have been studies on special poplations such as the oldest old,
ethnic and minority popalations, older pecple in rural settings, or
behavioral and social research on persons with Alzheimer's disease
and other dementias. Only recently have international research
efforts been pramoted to understand the similarities ard differences
in health, health care, and risk factors across poprilation groups.

Question (9a). what is the NIA doing to examine the role of
murtrition in the aging process and health of the elderly? Where are
there shortcomings in NIA initiatives in this area, and what can we do to
address these shortoomings?

Answer. The NIA mupports research on the mutritional status and
needs of the elderly. These studies have shown that many older
persons consume far less than the recamended levels of several
rutrients, such as vitamins BS, D, and E, as well as calciun and
zinc. It is important to deteminemetherﬂ\selwixm}m
reflect veal deficiencies or simply altered mtritiomal requirements
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with age, since other NIA-supported studies have shown that
increased intake by older perscns of mitrients such as zine may
carry risks as well as benefits.

There has been a scarcity of good ressarch proposals to sort aut the
risks and benefits of differert intakes of various mitrienmts by
clder perscns. This may be due to the camlexities of the jaob.
There are very many rartrients to consider, and the mitritional
requivements of the elderly are affected by a variety of diseases,
medications, and other factors. NIA believes the anly adequate
approach is to tackle the needs for each nutrient in detail,
including the effect of chronic disease, interacticns with other
mitrients, and other factors. To this end, we have initiated a
series of research plaming conferences. Each will identify needs
for research on a particular topic, as a basis for a subsequent NIA
solicitation for research projects. These conferences will begin in
FY 1987, and funding for the research solicitations will begin in FY
1988. Research issues to be adiressed include optimal ealoric
intake ard bedy weight, the role of B vitamins in preventing
neurclogic diseases of old age, effects of dietary calcium on bone
density in older persons, and marny others,

NIA has alsc collaborated with the Natianal Center for Health
Statistics (NGHS) in identifying important information which could
be collected through the third Health and Mutrition Examination
Survey (NHANES IIT). The NHANES III will be the first HANES survey
to gather data on persans over the age of 74. This would provide a
unique opportimity to learn how the diets of older peocple are
related to their health and risks for diseases. Because the NHANES
IIT badget is limited, additional support will be needed to adiress
many eritical questions about how dietary factors may help prevent
diseases of old age. Depending upon availability of firds, the NIA
will participate in a collaborative effort with the NGHS to
implement data oollection on dietary estimates and irdicators of
diseases in older perscns in NHANES ITI.

Question {9b). What is the NIA doing on the issue of
pharmaceuticals and the elderly? Where are there shortoomings in NIA
initiatives in this area, and what can we do to address these
shortcamings?

Answer. The NIA contimues to support shixdies on the relationship of
age to the effectiveness ard side-effects of pharmacarticals. For
example, studies at Vanderbilt Univarsity have shown that the
effects of diazepam (Valium) are prolonged in the elderly. This can
cause oversedation leading to accidents such as falls, if dosage and
frequency of medicatiem are not adjusted. Researchers at the
University of California at San Francisco have fourd that many older
patients are more sensitive to several general anesthetics and
analgesics used in surgery. Adjusting the dosages of these drugs
caild lessen the risks of surgery for older persons.

Despite NIA's efforts, there are still shortoomings in the extent of
research focused on why same older persons are prone to specified
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adverse drug reactions, and why certain dnws are not as effective
as we would like them to be in scme older persons. A big problem is
that most studjes en drugs in older pecple have been on relatively
healthy perscns, ut it is sick pecople who need medication.
Diseases affect responses to drugs. Many older patients take
several drugs for several diseases. It is a major research
challenge to sort out tha camplex interactions among drugs and
diseases that lead to adverse reactions and poor responses to
treatment in older patients. This may be why so little has been
done on this problem, and why some initiative from NIA could help.
The NTA plans an initiative in FY 1988 for collaborative studies
between geriatricians and pharmacologists to leamn better means of
improving options for drug treatment and preventing adverse drug
reactions in older patients.

NIA has also tried to increase older persons' knowledge abaut
prescription drugs. In particular, three NIA "Age Pages® can minor
tranquilizers and drugs for heart disease amd arthritis are being
distributed extensively nationwide. NIA sponsored a conference in
December 1986, and will sponsor ancther in May 1987, involving
representatives of the pharmaceutical industry amd focusing on
adverse drug reactions. These should increase awareness among
professionals about this problem, and have already identified
important issues fer this initiative.
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3. PROCRAN ANKOUNCEMINT: TNL IPiD{MIOLOCY OF ALZHIIRER DISEASE
:. AND OTHIR DIMINTING DISORDIRS OF OLDER ALE
;. MATIONAL IRSTITUTE ON AGING
g. BACKCROUND
8. The U.S. Congrass, through the "Hesith Resssrch gxtension Act of
9. 1985-P.1. $9-158% authorizes the Nations! {nstisute on A i
10. make 8 ?rant 1o deveiop & registry for the gollisceion o
11, spigenmio ogscu Gata about Alzhsimsr's disesse and Its
1. incidence iIn the United Sistes, to trsin personnel In the
.13, cotiection of such dsts, snd for OLher Baitars respecting suth
", Gdissate.® Appiicants were required to Rave *gxperzise (n the
15. colisction of epidenioiogicel dats about indivigusis with
16. Alzheiper's 6isesse ang in the Ssvaigpeent of disaase
}z registries...”
9. To exscuts the ingent of Congress, the KiA {ssusd & Rsquest for
20, Applicstions for Cooperstive Agresacnts for Aizheimer Disasss
2%, Patient Registry (ADPR}. Yhis Prograee Announcement intends to
2. corp lepent #nd to extend the sore nsrroviy defined and specific
23. research (nitiated by she ADPR Request tor Applitssions., The
. #rograz Announceasnt is designed to soticlit timiged focused
25. investigstions so sddress disgnostic eriteris, screening instrumsnt
2.4 deve loprent and coasefinding procsdures, snd methodotogicsl
26. {ssues in popuistion studiss prior to fjaunching isrge scste
21. popuistion besed studies on the important substantive
28. epicemiotogical gqusstions, Epicemioiogical resssrch is
20. necsded to compiepant orher ongoing clinitst and basic resesrch
30. sponsorsd by the NiA end other KiN somsponents inciuding the
30.% Nationst (nsgitute of Keurclogics! and Communlicative Disorders and
:e.! Etroks {NINCD5), and the Kstions! institute of Mentsl Mesfth {Rimn]).
ﬁ RESEARCH GOALS AND SCOPE
. Afzheolser disssss end other denenting disprders of oider sge 8T8
35. common tonditions in the V.5, populstisn sng the gowlnlen of
36. other deve ioped countriss. The V.8, popuiation stfscted by
7. Alzheiner gisease hss desn veriousty estinated st 2 to ) miftion
38, cases. the isprscision sns variediiity of tha sstimsces of the
29. incidence and prsvsience of Atzheimer disssts snd other demsnting
#0. gisorders of Sidsr spe ster from dirtarences (n disgnostic
Ay, criteria, dsts cotiection sethods and the underiying sge
a2, struttures in the popuistions studisd. The hesd for mbrs
&3, getinitive epidenicioglc ressarch is underscored by this
:;. isprecision end varis iisy.
as. Ciear, operationsiiy gefinsd end reprodutibie disgnostic eriteris
7. sre required for cases very ssriy In the course a8 weil a8 those
as. with aors sgvanced ¢isease. Ths work Group on the Disgnosis of
A9. Alzheiser Disesse of tha Kationali fnstitute of Nsurolopicsl and
50. Comeunicet ive Disorders sng Siroke and the Alxheimer’s Disesss
. snd Related Dissrdsrs Associstion astsbiishsd 8 seg of critaris
. for the clinical gisgnosis of Alzhsiser gisssse, Thess
N eritsris sy nog be optimdi tor use in scresning farge
. posuiztions ss they were intended for ciinicat uss snd were wot
. opsrationsiized, reaning instruments with known relisditity,
gensigivity and specificity egeinst the gurient state of the ort

. agnostjic proosdurss for the denentiss 6f cider sge arp required.
Wi Ji)ﬁ%i?& %tk A1 H Sthuicleto Stan
and (b ,

vol. Is, na 8, et 19, 195L.
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These insgruments must bs cultursily, socio-aconosically, snd
educationsily non-dissed for use In ¢ross-culturs! engd
internations! studies. The screening instruments must not be
affecied by repeat administrations and must ds essy t¢ use in
larga-acala popuilstion studies.

The deveippsent, standasrdiZstion and vs!iidation of Slagnostice
screening instruments sgainst gubsequent neurcpstholtgits!
disgnosis is atso required, Disgnostic scresning instrusengs
8ust be distinguished from ciinicei scruening instrusents whare
811 presuned casss are referred for more axtensive Gisgnostic
eveiustions. (n some populstion studies, It witl not possibls
€0 subject each presueed ¢ase of Cerentis t0 8N extensive
disgnostic workup, $o0 thst instrumenis for ghe predigtion of the
probabie underiying cause or causss are needes,

The deveiopment Of more refined, valid snd rellisbie mathods for
reconstructing histori{es of descnisd subjects and for
interviewing proxy informants §s 8150 neessd,

Exampias of specific sudstantive ressarch questions of interest
include:

is Aizheimer digseate 8 singis entity refistting 8 singls
etioiogy/exposure, clinice! and neuropsthoiopics! picturs? Are
the neuropathologics! findings the "finsi comeon pathway™
refiecting Buitipie anc Civerse eticiogies and varied ciinicat
pictures?

What (s the natural hiatory oF Al2hsimer gisesss? Dokt it vary
bg age of onset? By sny other inherited or soquired
characteristicsy

Does the sge-specifie Incidence rate continus o rise with
sgvanting ags, avan Intc vary lats tife?

Does the sex ragic reaszin gonstany throughout the aps span?

What Is the {mpact of Aizheimer disessa on {ife expectancy? #ow
@oes it vary by age at onser?

What are the iassdisse, pathoiogicstity verifisd, csusss of desth
in Afzheiser vigting?

Are Aizheimer patients excessively vuinsrsbie to or protected
fros any othar gissssas or senditions?

What srs the prescurscrs of Alzheimer dlssase snd cther demensging
gisorders Of cider age? At reviewed Dy Mortimer and
Kutton, several risk factors for Aizheimer gissase have been
fapticated {n gmstl studiss Or postuteted in ths ressarch
litsraturs. Advanting sge {8 the enly tissriy scCknoviedgad rlsk
factor. A gtnut: predisposition has besn odiesrved in some
Camiiies, ther suggested rish factors intiude advanced parental
sge, sefective vuineradbitity to axposure to eiukinum, @xposufs t0
siov virus, {saunpiogic defects, thyroid disease and heas trauma.
The condition sppears 1o ba more combon (N wossn than men and
glrhlpi s!ightly scre tomzon (N bistk women than whits women.
here appesrs to be an s530cistion Setwesn Down syndrome snd
Algheimer disssae pupgesting 8 chrososomet defect. The iapect
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of grographic, socio-stonoeic, rscist, ethnic, or cuitursi
chsractaristics on the risk of dcvclopln? A!x‘sginv disssse 8T8
unknown, intense investigation of non-aifected goopu $0 ysars
©f sge end oider may prove to be 8 particutarly fruitful spprosch
to ressarch about rlisk factors for Aizheiser disease snd other
gugnqu gisorders of oider ags. Soe Mortimer snd Hugion
tpicesiotogy and [ticlogy of Alzheiser's Pissase™, in sanile
Dementis of the Alzhsimer Type, J.H, Hutton ang A D, Kennsy
‘Editol‘g), Alsn R, Liss, inc., Wew York, 1985 and E, W. Crusnberg.
fpigenioicgy of Senife Dementia®™ in Advances in Keurology,
voi, 19, B. 5. Schoenderg {Editor], Raven Press, New York, 1978,
for Bore Getaiied discusaions of these guestions.

Tne resssrch questions sre not tisited to ths ilst sbove.
Appticstions which crestively and rigerousiy sgdress sny sres of
the epidemiofogy of Alzheimer €isess: snd ether ‘nemin?
Gisorders of oidar 8gs sre inviged. ,oplicants sre part cularly
encouraped to develop improves case finding techniques, to
svaiuste ang refine gisgnostic criteria, tC deveiop disgnostic
screening procedurss, 8nd to further sdvancs epidssicicgicel
sexpiing and design.

MECHANIEXS OF SUPPORY

Appiitants msy use the Research Project Grant (RO}, Resesrch
Program Project (PO1), First indspandent Ressarch Support and
Transition Award (R253, Rsssarch Career Devsiopment Avsrd (KDL},
Ciinicai tavestigstor Award (XOB), Acaderic Avard (K08},
Physicisn Scisntist Awsrd {KI1 and %312}, and the Nstiens!
Kasasreh Services Awards, Prospsctive sppiicants sre gncoursped
to communicate with the KiA project sffitsr tisted st Lhe end of
the snnpuncement regarding the sppropriste funding sechanise,
Experienced senior investigators are perticulariy encoursged &0
considar the sutsission of Ressarch Progres Projact applisstions.

APPLICATION AND REVIEW PROCIDURLS

Appiicants may obisin informstion snd ghe lppmgruu spplicstian
kits from their institution’s grants office or by contacting:

Offics of Grants inquiries
Pivision of Ressarch Grants
Nstional fastitutes of Hsaith
Sethesds, Marytand 20892
Teisphone: 301/496-T4s1

Although 8 1stter of intent is not & prersquisits for 8 plying,
prospective spplicants are sncouraged to consult wigh the project
officer regarding the scientific goals, design snd sudject
popuistion of the propossd atudy.

On (tee 2 {Responst t& 8 Spscific Progrem Annguncement) of the
face {Tirst) page of ghe epptication, appiicents should enter:
KA Prograe Announcesente-fpidemiology of Atzheiner Dissese.

Applicstions shouid bs subaitted sccording to the receips
gsadiines for the funding sechsniss chosen.

appiications witl be received by the KiK Divisien of Resserch
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Grants and responsive appiications will be sssigned to the KiA.
However, [t shoutd be recognized that other Nin goeponsnts, suth
£3 KIRCDS, and the KIMH atso have responsibitfey for su poreing
Afzheiner Disesse relsted rescarch, Applications wiif

isigned to the eppropriste group for review and wili de
revieved in accordence with the ususi NiK peer review procedures.
The review criteris are the tracitionat considerstions
underiying scientific werit., Foltowing study section review,
the 2pplicstions will Be evaiustsd by the Xationai Advisory
Councili on Aging. Awvsrds witl s ssda on s coppetitive

basis with aitl sppiicasions gonpsting for NIA funding.

INQUIRILS
Ali questipns snd corrsspondsnces ashould be directssd §0:

Teress Sluss Radedaugh, Sc.D,

Disgnosis and Epidemiotogy of Aizheimer Disesss
Neurdscisnce of Aging Branch

Nationst institute On Aging

Building 31, Room 5C27

$000 Rockviiie Pike

Berhesds, Maryisnd 20892

301/496-9350
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PROGRAM ANNOINCEMENT: THE DIAGNOSIS OF ALZHEIMER DISEASE
National Institute on Aging, National Institute of Mental Health, National
Institute of Neurological and Communicative Disorders and Stroke

BACKGROUND

Alzheimer disease (AD} is a progressive degencrative disorder of insidious
onset, characterized by memory loss, confusion, and a variety of cognitive
disabilittea. Tt may occur as early as the age of 40 years, but is most
comaonly seen after the age of 60 years. Its prevalence seems to be increasing
as the average 1ife expectancy increases. 1In Its early stages in ¢lderly
persons, the diagnosis is difficult. In its later states, AD is sometimes
mistaken for other kinds of dementtas and mental diseases. Incorrect diagnosis
is thought to be common, perhaps ranging [rom 10 percent to 30 percent in the
general medical population (Nationel Institute on Aging Task Force, 1980).

Early and accurate diagnosis of Alzhcimer disease has & major fmpact on the
progress of research on dementia. To address the problenms involved in AD in its
earllest stages, the National Institute on Aging, the American Association of
Retired Persons, the Natfonal Institute of Neurological and Communicative
Disorders and Stroke, and the National Institute of Mental Health jointly
sponsored a workshop for planning research., The purpose of the meeting was to
identify the most inportant sclentific research opportunities and the crucial
clinical and technical fssues that influence the progress of research on the
diagnosis of AD. The recommendation of the participants was published as a
conference report in the Archives of Meurology. See "biagnosis of Alzhelmer's
Disease,™ Z. S. Khachaturian, Arch. Neurol. 1985, 42:1097-1103.

RESFARCH GOALS AND SCOPE

The purpose of this announcement is to stisulate further research focueing on
the specific sclentific issues identified In the above-referenced conference.
Progress in understanding and diagnosing AD will most likely come about through
amassing, evaluating, and copparing data and saterial from many sources. A1l
data collected, both retrospective and prospective, will be maximally useful
only so long as they are carefuly screened for accuracy of diagnosis, relevance,
and reliability and are comparable across studies.

The following are some of the topics that are of particular programmatic
interest to the three institutes. These are merely an {llustration of topics.
Applicants should not be limited to them.

o Diagnostic Screening: There is an immediate need for improved diagnosis and
disgnostic screening for AD. However, the diagnosis of and gereening for AD
will continue to be difficult and sometimes imaccurate until we achieve a better
understanding of the normal aging process. There exist no consistent,
established values for what constitutes cognitive Impairment and memory loss
with advancing years; nor are the neurelogic changes, the neurochemical changes,
the neurophysiclogical changes, or the gross and fine snatomical changes that
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accompany normal aging well enough understood to provide a firm base for
determining abnormal changes. The major difficulty In diagnosing AD involves
the definition of the disease itself and its varied and, at times, subtle
manifestations; AD remains a combfned clinicopathologic diagnosis. The
relationship between neuropsychological, neuroradiological, and neurspathologic
indexes of the disease {s not well understood. A continuing effort to define
the disease precisely and to develop methods of definitely distinguishing AD
from other nervous system diseases must remain the substrate of all research

in the field.

o Neuropsychological Diagnosis and Other Behavioral Measures: There is a need
for the developnent of neuropsychologic and behavioral tests and narkers for AD.
Practical screening for AD {n the elderly population requires reliable
neuropsychological markers. Measures of very subtle changes in behavior that
are the first signs of aberration to be noticed by fanily members are needed.

Neuropsychological testing involving abilities other than cognitive ones may
also be useful and important. Tests of first-order capabilities such as visual
perception, reaction time, or motor ability might be closer to measuring
substrate levels of central nervous system integrity or disability without the
complication of trying to measure abstract-conceptual-cognitive behavior.

o Biological and Chemical Markers: Sensitive and specific blological and
chemical markers to identify those at high risk of AD and those in the very
early stages of AD are required, preferably derived from extraneural sources
such as urine, saliva, blood {cells or plasma), CSF, or fibroblast cell
cultures. Pefore any marker is proposed or made available, it is essential to
validate it agalnst the neuropathological diagnoses and all other significant
disease signs.

Techniques of molecular genetics provide & promising new approach for
understanding AD diagnosis-etiology-therapy, especially in view of the evidence
that there is a2 familial factor present in the disease.

o Meuroimaging: There is a nced to understand and to resolve the conflicting
data produced by studies using different noninvasive Imaging instruments,
particularly brain localization of the {maged data, and stereotactic location of
proninent landmarks in the brain using methods borrowed from current
neurosurgical technology.

o Neuropathological Markers: The relationship of plaques and neurofibrillary
tangles to premortem cognitive function and to the pathogenic mechanisms of AD
must be clariffed. While standards have been established for the
neuropathological diagnosis of Alzheimer disease, questions still remain. For
instance, {f a presunptive diagnosis of dementia resulting from Alzheimer
disease is made pre—mortem, the presence of plaques and tangles at autopsy is
generally congidered confirmatory. MHowever, the frequency of plaques and
tangles in representative population samples of persons who were cognitively
intact prior to death is unknown.

Longitudinal epidemiological studles with post-mortem investigation are
required. Longitudinal studies collecting detafled {nformation on individuals
already suffering from AD and studies involving general populations of elderly
persons may provide Information on premorbid events and conditions of those who
might come down with the disease.
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MECHANISMS OF SUPPORT

Applicants may use the Research Project Grant (RO1), Research Program Project
(PO1), First Independent Research Support and Transition Award (R29), Research
Career Development Award (K01, K02, K04 and KO5), Clinical Investigator Award
(K0B), Academic Award (K07 and K08), Physician Scientist Award (K1l and Ki2},
and the National Research Services Awards. Prospective applicants are
encouraged to communicate with the institute project offficer listed at the end
of the announcement regarding the appropriate funding mechanism. Experienced
senfor investigators are particularly encouraged to consider the submission of
Research Program Project applications.

APPLICATION AND REVIEW PROCEDURES

Applicants may obtain information and the appropriate application kits from
their institution's grants office or by contacting:

Office of Grants Inquiries
Diviston of Research Grants
National Institutes of Health
Bethesda, Maryland 20892
Telephone: 301/496-7441

Although a letter of intent is not a prerequisite for applying, prospective
applicants are encouraged to consult with the project officer regarding the
sclentific goals, design and subject population of the proposed study.

On item 2 (Response to a Specific Program Announcement) of the face (first) page
of the application, applicants should enter: NIA Program Announcement -
Diagnosis of Alzheimer Disease.

Applicatfons should be submitted according to the receipt deadlines for the
funding mechanism chosen.

Applications will be received by the NIH Division of Research Grants and
responsive applications will be assigned to the appropriate Institute. Multiple
assignments are possible. 1t should be recognized that other NIH components,
such as the Natiocnal Institute of Neurological and Communicative Disorders and
Stroke, and the National Institute of Mental Health, the Alcohol, Drug Abuse and
Mental Health Administration, also have responsibility for supporting AD related
research., Applications will be assigned to the appropriaste group for review and
will be reviewed In accordance with the usual NIH peer review procedures. The
review criteria are the tradftional considerations underlying scientific merit.
Following study section review, the applications will be evaluated by the
National Advisory Councfl. Awards will be made on a competitive basis with ail
applications competing for NIA funding.
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INQUIRIES

All questions and corresponsences should be directed to:

Teresa Sluss Radebaugh, Se¢.D. Naicy Miller, Ph.D.
Neuroscience and Neuropsychology Mental Disorders of the Aging
of Aging Program Research Branch
National Institute on Aging National Institute of Mental Health
Building 31, Room 5€27 Parklawn Building, Room 11C03
9000 Rockville Pike 5600 Fishers Lane
Bethesda, Maryland 20892 Rockville, Maryland 20857
Telephone: (301) 496-%350 Telephone: (301) 496-1185

Eugene J, Oliver, Ph,D.
Demyelinating, Atropic and
Dementing Disorders Program
Natdonal Institute of Neurologlecal
and Communicative Disorders
and Stroke
Federal Building, Room 710
Bethesda, Maryland 20892
Telephone: {301) 496-1431
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The CHAIRMAN. Ms. Carolyn Gray, Acting Deputy Assistant Sec-
retary for Human Development Services, accompanied by Ms.
Carol Fraser Fisk, Commissioner of the Administration on Aging.

Please proceed, Ms. Gray.

STATEMENT OF CAROLYN GRAY, ACTING DEPUTY ASSISTANT
SECRETARY FOR HUMAN DEVELOPMENT SERVICES; ACCOMPA-
NIED BY CAROL FRASER FISK, COMMISSIONER, ADMINISTRA-
TION ON AGING

Ms. GraY. Thank you very much, Mr. Chairman. We are pleased
to be here today and to have the opportunity to discuss with you
the proposed fiscal year 1988 budget for the Office of Human De-
velopment Services and what it means for older Americans.

As you are aware, the Administration’s 1988 budget includes a
generic appropriation request of $2.2 billion for all of the discre-
tionary social service activities administered by OHDS. Let me say
first and foremost that this generic request is not a block grant
consolidation proposal. It does not indicate any lack of commitment
or focus on our part to the importance of the Older Americans Act
programs, nor is it intended to change the operations of the Older
Americans Act. We recognize and anticipate the great rise in the
;mmbers of older Americans, and these programs remain a priori-

y.
I want to discuss the purposes of the generic appropriation re-
quest, and they are, one, to simplify the budget decisionmaking
process; two, to focus resource allocation decisions on that overall
direction for Federal policy for social services; and, three, to adopt
an approach similar to one used by Congressional budget commit-
tees in assigning funding allocations to broad functional categories.

It is important at this juncture to note that the Older Americans
Act will retain its separate statutory program authorities, includ-
ing State formula allotments and eligibility for services. However,
under the generic appropriation for social service activities, to the
extent and degree that Congress does not earmark funding, HHS
will have the flexibility to use its program expertise to determine
specific funding levels and initiatives.

The Older Americans Act programs have been included in this
generic appropriation request for a number of reasons. They share
common objectives with other programs that we administer which
are designed to help ple gain self-sufficiency and to the fullest
extent possible, to help them lead productive and useful lives. In
addition, the target populations of these programs are very similar.
The programs serve persons of low income, the abused, neglected,
those most vulnerable, or at risk. And as you know, the intent of
these programs is for the Federal Government to augment the fi-
nancial resources of State, local, and nonprofit organizations.

Mr. Chairman, the great challenge that faces us, as we've al-
ready heard this morning, is the rapid growth of the elderly popu-
lation. Between 1980 and the year 2000, the population over 60
years of age is expected to increase approximately 27 percent, and
will represent approximately 17 percent of the population. Indeed,
by the year 2030 one in four Americans will be over the age of 60,
about 82 million clder persons.
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Consequently, the major challenge will be to focus scarce public
resources on those older persons most in need and to focus our ef-
forts on persons within their communities,

In order to meet these challenges, the Administration on Aging
is committed to working with families, communities, support sys-
tems, and the private sector to enhance awareness among all of us
as to the aged in the general public. There also must be an in-
creased sense of personal responsibility from each of us to help
plan and prepare for our older years.

We believe that families are the backbone of our service system.
I certainly experienced that this week, having been called out to an
emergency surgery for my mother. We have to provide more care;
but we must also see that families provide more care, love and at-
tention than all of the public or private programs combined. How-
aver, this family care-giving network may develop strains in the
near future because the composition and the lifestyle of the Ameri-
can family is changing so significantly. Thus, AOA is working to
develop and implement another series of special initiatives focused
on family care-giving.

In conclusion, Mr. Chairman, our 1988 budget request is a com-
mitment to continue promoting management efficiency in the
Older Americans Act programs. It is a commitment to encourage
the self-sufficiency of each individual. It is a commitment to en-
hance economic opportunities for all older Americans and a com-
mitment to uphold the individual and family values which are the
foundation of our Nation.

I can assure you that these commitments are carried equally by
Dr. Elder, Assistant Secretary of Human Development Services
designate, Commissioner Fisk, and myself. We and this Administra-
tion will see that a strong, viable, and responsive Older Americans
Act is in the future of our Nation. We look forward to working
with you and your committee members to assure that every com-
munity in this Nation is a place where all of us can feel secure and
healthy in growing older.

I thank you, sir, and I welcome any questions you may have.

[The prepared statement of Ms. Gray follows:]
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Good morning Mr. Chairman, 1 am pleased to have the
opportunity to discuss with you and Committee Members the
proposed FY 1988 budget for the Office of Buman Development
Bervices and what it means for older Americans.

As you are well aware, the Administration’'s PY 88 budget
includes a generic appropriation reguest of $2.2 billion for
all of the discretionary social service activities administered
by OHDS. Let me say first that tbis generic request is not a
block grant consolidation proposal, nor is it intended to
change the operation of existing Older Americans Act progranss.
The generic request does not indicate any lack of commitment or
focus on our part as to the great importance and priority of
the Older Americans programs adminintered by the Department.

As we anticipate the growth in gize of the senior citizen

population in America, these programs remain a priority.
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The purpose of the generic reguest is to simplify the
buéget decision-making process and to focus resource allocation
decigions on the overall direction of Pederal policy for social
gervices rather than on specific line i{tem programs.

Therefore, the generic request of $2.2 billion is not
allocated to each of 26 separate line items displayed in the
past. The generic request reflects the total proposed level of
funding committed to discretionary social services activities.
Budgeting in this manner is simply designed to foster a more
comprehensive consideration of the entire human development
gservices function -- to generate a broader view of our Federal
spending priorities., The generic request is a logical
extension of the budgetting approach formed by Congressional
Budget Commjittees which assign funding allocations +o broad
functional categories. We invite Congress to selectively
identify priorities within the $2.2 billion requested level of

effort,
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The Older Americans Act programs will retain their separate
statutory program authorities, including State formula
allotéents and eligibility for services. However, under a
generic appropriation for social services activities (to the
degree Congress did not earmark funding), HHS would have the
flexibility to use program expertise to determine specific
program funding levels and {nitiatives, thus taking advantage
of emerging opportunities to best serve older Americans,
children, the developmentally disabled, and Native Americans.
Congress will be informed immediately of funding determination
for specific social services activities once they are made.

The Older Americans Act programs have been included in a
generic request because they share common objectives with the
other programs that HDS administers, These programs are all
designed to help maintain self sufficiency, help them lead

productive and useful lives, and help them overcome neglect or
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abuse. The target populations of the programs are also
aimilar: low-income, abused, neglected, or at-risk
{ndividuals. 1In each of these programs, the Pederal Government
augments the financial resources of State, local, and
non-profit organizations.

The Older Americans Act programs which are administered by
the Administration on Aging are a tremendously vital part of
this nation‘’s support for our older people. AS we begin the
third decade of implementing this very successful legislation,
we are undertaking'a critical examination of what has been
accomplished and what remains to be accomplished. We zust
address the changing demographics of the elderly while ensuring

that the nation's neediest older people continue to receive the

assistance they need to remain self-sufficient and independent

within their own communities.
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Mr. Chairman, as you will know, one great challenge that
faces us is the rapid growth of the elderly population.
Between 1980 - 2000, the population over age €0 is expected to
increase spproximately 27 percent, and will represent 17
percent of the U.S. population, This may climb to more than
one in four by the year 2030 -- nearly 82 million older
persons. This "graying® of American society will impact
significantly upon every major social institution --
particularly social services -- in the decades ahead.

A second major challenge will be to focus scarce public
resources on those older persons most in need of assistance.
Frequently, many of these persons -- the most vulnerable -- are
wonen, minorities, the very old, and low income persons.

In order to meet these challenges, the Administration on
Aging is committed to working for increased {nvolvement by

families, communities, service providers, and the private
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sector as well as building more positive attitudes and
perceptions of the aged in the general public. There must also
be an increased sense of personal responsibility for planning
for one's older years.

Currently, Older Americans Act programs serve an estimated
nine {9) million older persons annually. 1In PY 1985, 16.4
percent of all participants were racial and ethnic minorities
and 43 percent were low income. In addition, during FY 1985
over 149 million congregate meals were served to over 2.9
million elderly while 75.5 million meals were provided to
almost 700,000 homebound older people.

Largely as a result of the Older Americans Act of 1965,
there is & network of State Agencies on Aging including one in
every state, and there are 670 local Area Agencies on Aging
around the country. These agencies are working at the local

level with thousands of service providers to develop
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comprehensive and coordinated systems of care for older people
in every community. The agencies are in different stages of
development and bave met with varying degrees of success.
However, all are working to blend federal, state, and local
funds and programs with the energies of community caregivers to
produce a system that responds to local needs.

Conditions and needs of older people in a large city like
Boston differ from those in a suburban community in Oregon, a
rural farming community in Kansas, a retirement community in
Florida, an Smerican Indian reservation in New Mexico, or a
Hispanic community of East Los Angeles. Nevertheless, State
and Area Agencies on Aging are striving to develop responsive
systems which share some common elements and which provide
gervices that are comprehensive and of high gquality. We
believe that community systems that share the following 10

elements will be the most successful:
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Visibility -- Bach community should have a visible
peint of contact so that people in need of assistance
know where to go for help, information, or a referral.
For example, many communities offer a central
information and referral service with & well-publicized
telephone number,

Range of Options -- Communities should offer a broad

continuum of services including in-home health and
personal services, transportation, counseling, housing
assistance, jobs programs, leisure activities,
volunteer opportunities, and meals programs, as well as
high quality short and long-term institutional care.
Accessibility -- A responsive community system will be
accessible to all older people, regardless of how
independent they may be or how much income they may

have. Adequate transportation should be provided for
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people who no longer drive and who cannot get around in
the community. Any barriers such as unnecessary orf
complicated paperwork or poorly trained staff should be
removed.

4. Flexibility -- The system should be able to respond
with assistance tailored to the needs and resources of
each individual. 1In some communities, this is possible
through the efforts of case managers who work with
individual older people and their families to develop
assistance plans and continually ensure that the
assistance received is effective and appropriate.

5. Targeting ~- A responsive system will provide special
assistance to the most vulnerable older people, those
most {n danger of losing their independence apnd will
respond to the unique needs of the poor, minority,

handicapped, isolated, and rural populations.



145

- 10 -

Pooling of Resources -- All of the public, private,

voluntary, and personal resources in the community are
committed to supporting the system.

Collaboration -- The various partners in the community
system--public, private, voluntary, religious, and
fraternal organizations, as well as older people and
their families, neighbors, and friends--work together
with common goals, sharing information and resources
whenever possible. —
Coordination —- Whenever a contact is made with the
syetem by or on behalf of an older person, no matter
where the contact is made, the person or organization
being contacted can provide information about or
referrals to other parts of the Bystem. For people who
need help, dealing with a coordinated, responsive

system is ¢ritical.
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S. Leadership -- Each community should have an agency,
organization, or individual with the responsibility to
convene all interested parties, assess community needs,
design solutions, track overall success, stimulate
change, and plan for the community's response today and
in the future. In many communities, the Area Agency on
Aging has this leadership role.

10. Unigqueness -- The shape of a responsive community
system is determined in part by the elements described
above and in part by the unique and changing nature of
the local community and its older population.

wWe believe that families are the backbone of our service

system. They provide more care to older people than all public
and private programs combined. Families also provide the love
and attention which can sometimes be lost in service programs

despite our best efforts.
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Therefore we believe that a responsive community system
rust do everything it can to support the families of older
people. Pamily members will undoubtedly coniinue to provide
asmuch care as possible. Thankfully, that is human nature.
Bowever, the family caregiving network may develop strains in
the near future because the composition and lifestyle of the
average Amerjcan family is changing so significantly.

Therefore, the Administration on Aging will continue to
work to stimulate the development of responsive community
systems. Tsis past year the Administration on Aging developed
a cormunity checklist that can be used by leaders and citizens
of every community in the nation to assess their local systenms
and thereby determine if current systems-building and
improvement efforts at the local level are sufficiently
responsive to the needs of older people. The checklist can be

a useful tool in heightening awareness of community
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responsibility toward the special needs of the elderly and
toward the necessity of forging systems of care that are
appropriate to the individual elderly person's needs,
capacities and resources.

A major responsibility of the AoA is to provide leadership
-- to other Federal agencies, and to the national network on
aging regarding to their respective efforts on behalf of the
elderly., Toward this end, AoA has developed and implemented a
variety of special injtiatives aimed at improving the quality
of life for older persons. Examples of special initiatives
undertaken during FY 1986 are as follows:

0 The National Health Promotion Campaign: Recognizing

the personal and societal benefits of healthier

lifestyles for older persons, AoA and the Public Bealth

Service {PHS) are continuing a multi-year effort to

encourage States and local communities to develop

ongoing health promotion activities for older Americans.
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Preparing the Health Care Community for the "Graying of

America®™: AoA and the Public Health Service have
expanded their cooperative efforts to launch a
multi-year effort to prepare the health community for
the graying of America. This will be accomplished
through improved education and training and a public
information campaign (beginning with a "Surgecon
General's Workshop™) to @n:zease awareness in the
health care community about the needs of older pecple
and to encourage and recruit young people to enter
fields that provide or administer health related
services to older pecple.

Caregiver Initiative: Axs part of AoA's strategy to

target services on the vulnerable elderly, the Agency

has launched an initiative to improve the capacity of

caregivers who provide critical assistance to



150

- 15 -

functionally impaired older persons, We recognize that

growing numbers of vulnerable older persons are cared

for in their homes by family, friends, and neighbors,

many of whom have insufficient information, training,

and support to perform their roles in a fully effective

manner.

Minority Participation Initiative: We are continuing

to assist the Aging Network to increase minority

participation in Older Americans Act programs. We have

worked with four national minority organizations: The

Asociacion Nacional Pro Personas Mayores: National

Center on Black Aged; National Pacific/Asian Resources

Center on Aging:; and the National Indian Council on

Aging. A summary of minority participation activities

was disseminated by AoA to the aging network and we

expect the States to replicate some of these models.
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rechnical Information Initiative: AoA has realized the

need for the systematic sharing of technical
information among members of the aging network about
projects and efforts which benefit older people. For
example, AOA regularly distributes Aging Program Notes
which contain descriptions of successful programs with
demonstrated effectiveness. We are also continuing to
give a high priority to increasing the utilization of
the results of Title IV Research and Development
projects with special emphasis on Alzheimers*® Disease,
elder abuse, and housing.

Aging Network Visibility Initiative: AoA is working to

make the Area Agencies on Aging more visible to older
people and their friends and relatives in the
comnunity. This summer we will distribute public
service announcements about Area Agencies on Aging and

how they can help older people.
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0 Religious Group Linkages: AoA is working with national

religions organizations to increase the involvement of
local religicus groups, including churches and
synagogues, in improving community systems of care for
the elderly.
Mr. Chairman, the reauthorjzation of the Older Americans
Act this year will be very important in ensuring our ability to
develop responsive systems. We wholeheartedly support
reauthorization, and I can assure you of both my perscnal
commitment, and that of this Administration, to a strong,
viable, and responsive Older Americans Act., We will soon send
to Congress proposed legislation for reauthorizing the Older
Americans Act and target services to the most vulnerable
elderly.
In conclusion, the PY 1988 budget request builds on the
accomplishments of the past six years: promoting management

efficiency in Older Americans Act programs: encouraging
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self-gufficiency and economic opportunity for all older

Americans; and upholding the individual and family values which

are the foundation of our nation.

I look forward to our working together to assure that every

community in this great nation is a place where any of us can

feel gecure in growing older. I will be pleased to respond to

any gquestions you or members of the committee may have.

Thank You.
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The CuairMAN. Well, thank you. But I don’t care what you call
it, block grant or not, the term doesn’t offend me if that's what we
want it to do.

Now, is this the same amount of money, this $2.2 billion—is it
the same amount of money that we’re spending this year?

Ms. Gray. Sir, it’s around $34 million less than this year overall,
considering all the programs. That includes programs for the devel-
opmentally-disabled and Native Americans, for Head Start and
child welfare services in addition to the Older Americans Act pro-
grams.

The CuHairman. Well, what do you mean? We're going to in-
crease—if we followed your recommendations wouldn’t we increase
Head Start by $20 million?

Ms. Gray. Yes, sir.

The CHAIRMAN. So it's a $34 million reduction in other pro-
grams?

Ms. Gray. Yes, sir.

The CHAIRMAN. Well, which ones do you recommend we cut?

Ms. Grav. Sir, at this point in time we will wait until the appro-
priation level has been received. And to the extent that Congress
has not earmarked funds, we will then use our department’s pro-
gram expertise to allocate funds among the various competing
needs and emerging opportunities.

The CHAIRMAN. Somehow I think we'd better earmark because I
don’t get a clear picture of what you're doing. Can you tell me
what you're going to do?

Ms. Gray. We hope to eliminate any overlapping or duplication
of authorities. We can say, in speaking to the Older Americans Act
programs, that direct services are one of our priorities. They have
been, and they will remain so; and therefore meals and supportive
services will be high on the list.

The CrairMAN. You say in your testimony, 149 million meals
were served in congregate centers? Is that correct?

Ms. GrAY. Yes.

The CuairMaN. Why do you think it’s so low?

Ms. Gray. Why do we think it's so low? I think that’s a fairly
significant figure. Moreover, I think that we have a high rate of
return on our investment, in that the dollars we put into local pro-
grams generate a good deal of support from other sources.

Th?e CuammmaN. How much did it increase over the previous
year?

Ms. Gray. How much did the number of meals increase?

The CHAiRMAN. Yes.

Ms. Gray. I don't have the percent before me, but it's an in-
crease of about 30 million meals.

The CHAIRMAN. From last year?

Ms. Gray. Yes.

The CHAIRMAN. Now, you think it’s a fairly high figure. Let me
point out that you also, in the same testimony, have 71 million
meals, in Meals On Wheels?

Ms. GrAY. In home delivery meals, yes.

The CHAIRMAN. Home delivery meals. Now, doesn’t that strike
you as a rather odd ratio, that somehow we’ve got 71 million being
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delivered right to the homes and only 149 million, roughly twice as
much, in congregate meals?

Ms. Gray. We've seen an increase in the number of home-deliv-
ered meals over time, and we allow the States the flexibility to
transfer funds between those two nutrition programs. It's up to the
States to make such decisions in terms of the most vulnerable pop-
ulations in their communities. I don’t know that I would go so far
as to say that it was an odd ratio, but rather that I think it does
reflect what they see as needs in the local communities we're serv-
ing.

The CuairMaN. What do you think you invest per meal in con-
gregate meals?

Ms. Gray. In congregate meals, the average meal cost nation-
wide is about $0.55——

The CHAIRMAN. Out of that kitty, how much do you think you
invest in meals?

Ms. Gray. How much do we invest? We put in a varying percent-
age depending on where you are in the country.

The Cuairman. Ten cents?

Ms. Gray. No, a good deal more than that.

The CHAIRMAN. Twenty cents?

Ms. Gray. It depends on the locality. In some cases, we put in
100 percent of the meal cost; in other cases we put in a good deal
less. It depends on how many other sources of funds are available
and how much program income is generated.

b Tlt{xg CHAIRMAN. It's general practice for everybody to kick in a
uck?

Ms. Gray. I beg your pardon?

The CHAIRMAN. It's a general practice at senior citizen centers
for everybody to kick in a buck that can afford it, as they pass to
get their meal.

Ms. Gray. It depends on the site. We encourage voluntary contri-
butions in every site in accordance with the law. Some sites have
higher contributions than others.

The CHaIRMAN. I'm telling you that, it's a general practice to
kick in a buck if you can afford it. As it happens, most people kick
in a buck. So you really never pay 100 percent unless you've got
some congregate where that isn’t the practice, of asking to contrib-
ute anything. But we're talking about meals that are probably
about a $2.50 meal, actual cost. Now, how much of that is out of
commodities that are donated by the Department of Agriculture?

Ms. Grav. I don’t have those figures with me, but I'd be glad to
provide them.

The CHAIRMAN. But you're well aware that they donate it?

Ms. Gray. Yes sir.

The CHAIRMAN. Now, what I'm telling you is that I think that
149 million is not nearly adequate for what we should be doing in
congregate meals. Can you tell me how we can improve on that?

Ms. GrRAay. We've seen growth in the number of meals even as
the Federal investment has remained level through a variety of
program initiatives, We've worked with the States and the area
agencies on budgeting improvements, as well as on better ways to
process and handle food. And that, I think, has gone a great dis-
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tance. But certainly, you are correct and we shall continue to do
more to try to increase the number of meals.

The CuairMAN. Have you ever looked at the possibility of using
more commodities? And are there ever any guidelines ever sent out
to t};ese area directors that tell them how to get those commod-
ities?

Ms. Gray. Yes sir, we have. And we’'ve worked with the Depart-
ment of Agriculture to improve the ease of handling of commod-
ities so that they are more useful to the local service providers.

The CHAIRMAN. Well, have you ever suggested—or have you ever
even contemplated—that at these congregate meals, that those that
are there be encouraged to take something home?

Ms. Gray. That is done in some portions of the country.

The CHairman. Have you encouraged it?

Ms. Gray. Yes sir.

The CHAIRMAN. In what way?

Ms. Gray. By sending information and policy guidance to the
States and area agencies encouraging them to do so.

The CHAIRMAN. I think most of them are under the impression
that if they divvied up a little hunk of cheese to take home, they
would be violating some regulation.

Ms. Gray. Well, that’s an impression we certainly wouldn’t want
to have continue. With donated commodities, we certainly want
our providers to be working with that program and want older
Americans taking full advantage of it.

The CrairmaN. I would encourage you to make that a specific
recommendation as you communicate with the States with any—do
you see these area directors? I imagine you do, don’t you?

Ms. GrAY. Yes sir.

The CHAIRMAN. And with the area directors?

Ms. Gray. Yes.

The CHAIRMAN. And I'd like to see some evidence of that because
I don’t think it's a clear-cut policy, and I think under Federal law
it is one that’s permitted and one that should be utilized.

Ms. Gray. I agree with you, yes.

The CHAIRMAN. So can I see some evidence, then?

Ms. Gray. Certainly.

The CuairMAN. All right.

Now, why do you want to reprogram some of the Title IV funds,
Ms. Gray?

Ms. Gray. The Title IV funds reprogramming reflects unexpect-
ed mandatory cost increases in back claims from the States under
the Foster Care and Adoption Assistance programs. Those back
claims amount to about $167 million. We did not want to come to
Congress requesting more money, given the tight budget con-
straints and the Federal deficit that we are already incurring.
Therefore, we have offset the costs with funds spread among child
welfare services, the aging research, the independent living, and
the Title XX programs.

The reprogramming also offsets the costs of the Federal pay raise
and the Federal employment retirement system.

The CrairmaN. How long are you going to wait to find out that
we're not going to do that?
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Ms. Gray. Well, sir, we're waiting to have Congress act on our
request.

The CHAIRMAN. And then you're going to move to utilize the
funds as we directed?

Ms. Gray. We will certainly take everything into consideration
that comes from the Hill. We always do.

The CHAIRMAN. Doesn’t this adversely affect the program by de-
laying it?

Ms. Gray. No, sir, not at all. We feel that we have sufficient
funds. Look at the high quality research that is ongoing in the Ad-
ministration on Aging; and as you've heard this morning, both
from NIH and HCFA, there are other high quality programs of re-
search continuing within our own department.

The CHalrMAN. Have you detailed out any staff?

Ms. GrRAY. From time to time within our Office of Human Devel-
opment Services, we do detail staff.

The CHAIRMAN. Where do they go?

Ms. Gray. We many times detail within our own Office of
Human Development Services.

The CuaiRMAN. Where else?

Ms. Gray. Let’s see. At this point we have someone on a detail to
work with the Pan American Games, to work there——

The CHalRMAN. How does that fit in?

Ms. GrAY. And we also have one, I'm told, at Veterans Adminis-
tration.

The CuairMAN. How does the Pan American Games work in
with your detail?

Ms. GraY. We will provide you a report for the record.

The CHAIRMAN. I don’t understand how it fits in. Maybe I lost
track of something. Why would you detail somebody to the Pan
American Games?

Ms. Gray. The department itself, sir, is very interested in the
Pan American Games and the correlation of the sports and good
health. As we look across all our programs—one of them being for
the developmentally-disabled—we are looking at programs for
sports. We have a new one running for children. We think it's
very, very important to use sports to develop a healthy body and a
healthy mind.

The CHAIRMAN. To the Pan American Games?

Ms. Gray. To all sports, sir.

The CuairmaN. Has this been done before?

Ms. GRAY. Sir, I don’t have that information available. I'd be
happy to find out and supply it for the record.

aterial to be supplied follows:]

HDS has not detailed anyone to the Pan American Games.

HDS has detailed one person under the Intergovernmental Personnel Act to Part-
ners of the Americas. This is a voluntary organization founded in 1964 under the
Alliance for Progress and dedicated to improving the quality of life in the Western
Hemisphere through private sector cooperation. _ L

In recognition of the Tenth Pan American Games, Congress passed 8.J. Res. 350
(Public Law 99-356) which designated 1987 as the “National Year of the Americas”
and authorized and requested the President “to issue a proclamation calling upon
Federal, State, and 1 government agencies, private organizations, and the people
of the United States to observe the year with agé)ropriabe rograms, Ceremonies,
and activities.” The law was enacted on July 3, 1986 and the President subsequently
issued the proclamation.

73-936 0 - 87 - 6
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Partners of the Americas is co-sponsoring certain activities in celebration of the
“National Year of the Americas” in cooperation with PAX/Indianapolis, the organiz-
ing committee of the Tenth Pan American Games. As an official people-to-people
organization of the Games, Partners of the Americas works to promote the spirit of
hemispheric goodwill and friendship. The organization pairs U.S. States with na-
tions of Latin American and the Caribbean into permanent partnerships. Through
56 such partnerships, volunteers in 44 U.S. States and 28 Latin American and Carri-
bean nations share their skills and expertise to carry out economic and social devel-
opment projects, as well as cultural and sports exchanges.

Currently, approximately 17,000 citizens contribute their time to the Partners’
programs. In any given year, 5,000 of these volunteers are exchanged by the part-
nerships to work on projects in agriculture, community development, culture and
arts, education, emergency preparedness, health care, job training, rehabilitation
and special education, small business development, sports, and youth development

ams.
prgﬁfne 1,500 Partner projects are conducted annually. Valued at nearly $50 million,
these projects are estimated to benefit more than 10,000 people a year.

The individual from HDS will help conduct a health professional exchange pro-
gram and an intenational health seminar. This individual was selected for this as-
signment due to his professional experience and expertise in international public
health and disability programs.

The CHAIRMAN. Have you had some travel reductions at AOA?

Ms. Gray. In AQA?

Carol, would you like to speak to that specifically?

Ms. Fisk. We have received an allocation from the Assistant Sec-
retary and we plan to use it as wisely as we can.

The CHAIRMAN. What does that mean, that you've had something
from the Assistant Secretary?

Ms. Fisk. We've received our travel allocation from the Assistant
Secretary.

The CHAIRMAN. And what has that travel award been?

Ms. Fisk. We have a dollar amount that has been awarded to us
for use in support of our programs.

The CHAIRMAN. Has that been cut?

Ms. Fisk. We received an amount. It has not been cut.

The CHairmAN. Has it been cut from last year, the amount you
received?

Ms. Fisk. I'd have to look at the figures, sir.

The CHairMAN. Have you ever looked at the figures of AOA as
compared to others?

Ms. Fisk. Sir, that's not available to me.

The CHAIRMAN. It isn't available to you? We're of the opinion
that AOA is of a pretty low priority. Is that right?

Ms. GrAY. Senator, I might say that there have been overall re-
ductions in travel, but they've been across all the program areas in
the department. AOA is one of them, but they really have hit all of
the program areas to meet, again, our tight budget constraints.

The CrairRMAN. Generally, I think people in the bureaucracy are
forced to travel too much. But we have a concern that AOA has
less than 5 percent of OHDS's travel allotment, and it has responsi-
bility for 12 percent of OHDS'’s program funds. And we're of the
opinion that AQA is out of sync within the department, and that
there has been, really—there hasn’t been enough. I lock at a lot of
other departments on other committees that have jurisdiction over
them, and I sometimes find that I think they’re whipping these
people around the country and around the world too much for
their own good. But we're of the opinion that AOA is restricted
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more than it should be, and more percentage-wise than others
under your command, Ms. Gray.

Ms. Gray. Well, I understand what you're saying, sir. I think
there's one important feature here, and that is the fact that many
of the AQA programs are largely formula programs, and therefore
the labor intensity of them may be distinguished from other pro-
grams that are not necessarily formula grant programs.

The CHAIRMAN. Well, let me say on behalf of all of us here on
the committee, let’s give you time to look at it and then we'd like
to get back to you on it.

Ms. Gray. All right, sir.

The CHAIRMAN. Thank you very much, Ms. Gray and Ms. Fisk.

Ms. Gray. Thank you, sir.

The CHAIRMAN. I will be submitting written questions to you, Ms.
Gray, following the conclusion of this hearing.

[The questions and the answers thereto follow:]
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March 27, 1987

Ms. Carolyn Doppelt Gray
Acting Deputy Assistant Secretary

for Human Development Services
Office of Human Development Services
Department of Health and Human Scrvices
200 Independence Ave.
Washington, D.C. 20201

Dear Ms. Gray:

Thank you for appearing before the Senate Special
Committee on Aging on March 13 and answering questions regarding
the impact of the Administration's proposed budget for Fiscal
Year 1988 on Federal agencies providing services to older
Americans. Your testimony was helpful and we appreciated having
the benefit of your views.

During the ccurse of the hearing, you and the other
Administration witnesscs indicated that you would be willing to
answer additional questions that Committee members did not have
the opportunity to posc. Keeping your offer in mind, we reguest
that you answer the following questions:

1. The budgei documents from your office show a reduction of
about $34 million across the 26 discretionary programs
administered by OHDS, but they do not show where that money is
going to come from. Please tell us specifically where you are~
going to get this $34 million in cuts.

2. The Assistant Secretary told the Labor/HHS Appropriations
Subcommittee that the Department would maintain the funding for
certain programs, including the Qlder Americans Act. Please
outline exactly how much money you would allocate to each
program.

3. OHDS has also stated that "the Congress is invited to
sclectively define priorities and will be informed promptly of
specific funding decisions.” 1Inscfar as Congress does not
define appropriations priorities, what would there be in law,
except funding ceilings, minimums, or sct-asides i{n authorizing
legislation, to affect the funding levels the Department chooses
for particular programs?
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4. The minority participation rate for the Older Americans Act
Title III-B Supportive Services progran has dropped by 24.7
percent during this decade, from 21.9 percent in FY 1980 to 16.5
percent in 1985. A similar pattern exists for the Title III-C
Nutrition Program for the Elderly.

a. What reasons account for this decline in the minority
participation rate?

b. What steps does the Administration plan to take to
correct this problem?

5. You have indicated your intent to provide an additional $20
millien to the Headstart Program. While these additional funds
are no doubt badly needed:

a. Will the $20 million come out of aging programs?

b. If not, under your proposal, specifically what other
program({s) would absord the loss?

6. In light of the fact that Title IV of the OAA was
originally funded at over 450 million and despite repeated
Congressional rebuffing of Administration efforts to agaln halve
these funds, do you believe that the purpose of this Title has
been fulfilled? In other words, do we not need to continue to
make special efforts to expand our knowledge of aging and to
test innovative ideas in providing services?

a. Is training in the field of aging no longer an
important priority?

b. Specifically, what do you plan to do in the area of
training and research in FY 198872

7. We understand that in 1984, AoA had 251 staff, and that
now has been reduced to 175.

a. Do you plan to further reduce AoA's staff in FY88 and
if 8o, by how many?

b. Are Aoi's staff reductions in the same proporticn to
staff in other programs within OHDS?

¢. As follow-up to this hearing, the Committee would
appreciate a list of FTEs that have been reduced and
what their positions and reaponsibilities were, as
well as the same information for those who have been
detailed elsewhere.
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8. You propese to transfer half of the funds for aging
research tc children's foster care and adoption assistance., How
do you justify this transfer?

The Aging Committee is keceping the hearing record open and
will be placing our follow-up questions and your answers in our
print of the hearing's proceedings. It is our intention to
submit these additions to the record by April 21, 1987,
Therefore, we reguest that you relay your answers to the above
Questions prior to that date.

Your continued cooperatiocn in this matter is appreciated
and we lock forward to your responses,

Sincerely:(:> .

]
Rarking Minority Me r

N

Best regards.

Chairman
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Washington DC 20201

The Honorable John Melchar
Chairman

Speclal Committee on Aging
United States Senate
wWashington, D.C. 20310-6400

Dear Mr. Chairman:

Thank you for the opportunity to appear before the Senate
Special Committee on Aging and to testify regarding the iampact of
the Administration’s proposad budget for PY 1988 on older
Americans.

Per your request, attached are anavwers to the questions that
you and other Committee memders 4id4 not have an opportunity to
pose during the hearing.

We appreciate your interest in our programs and are looking
forward to working with you in the future.

Sincerely,

i A .
‘/u. ('y},:/\ 27y J/".(';"

Carolyn D. Gray
Acting Deputy Assigtant Secretary
for BHuman Development Barvices

Attachment
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Question. The budget documents from your office show a
reduction of about $34 million across the 26 discretionary
programs administered by OHDS, but they do not show where that
money is going to come from. Please tell us specifically where
you are going to get this $34 million in cuts.

Answer. The Department has requested $1.51 billion for Read
Start. PFunding levels for other programs have not been
determined but final decisions would be made based on program
expertise and identified priorities.

Priority will continue to be placed on Head Start, Child Welfare
Services, Aging services and nutrition programs, Developmental
Disabilities grant programs, and financial assistance grants for
Native Americans. Research and demonstration activities to
support all the vulnerable populations served by OHDS social
service programs will be continued. Congress would be notified
of all funding level decisions as soon as they have been made.

Question. The Assistant Secretary told the Labor /JHHS
Appropriations Subcommittee that the Department would maintain
the funding for certain programs, including the Older Americans
Act. Please outline exactly how much money you would allocate to
each program.

Answer. At this time there is no final decision on the
funding levels for specific programs included in the Social
Services Discretionary Activities line item in the FY 1988 Budget
Request and, therefore, no reductions can be specifically
identified.

After the appropriation level for the account has been
determined, to the extent that Congress has not earmarked funds
for specific programs, HHS will use its program expertise to
determine specific funding levels to take advantage of emerging
opportunities to best serve its populations and respond to
priorities in the social services area.

Priority will continue to be placed on Head Start, Child Welfare
Services, Aging services and nutrition programs, Developmental
Disabilities grant programs, and financial assistance grants for
Native Americans. The Administration intends to increase support
for Head Start $20 million above the 1987 level. Research and
demonstration activities to support all the vulnerable
populations served by OHDS social service programs will be
continued. The Congress would be notified of the funding
decisions for all programs.
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Question. OHDS has also stated that "the Congress is
invited to selectively define priorities and will be informed
promptly of specific funding decisions.” Insofar as Congress
does not define appropriations priorities, what would there be in
law, except funding ceilings, minimums, or set-asides in
authorizing legislation, to affect the funding levels the

Department c¢hooses for particular programs?

Answer. The purpose of the generic appropriation request is
to focus the budget decision-making process on a total social
services policy instead of on categorical program areas. The
generic appropriation request is, in fact, modeled on the current
procedures followed by the Congressional Budget Committees an@
thus would in no way diminish the appropriating responsibilities
of Congress. Each of the program areas would continue to operate
under their existing statutory authority and Congress would
continue to have the option of earmarking funds in order to

selectively define priorities.

Question. The minority participation rate for the Older
Americans Act Title III-B Supportive Services program has dropped
by 24.7 percent during this decade, from 21.9 percent in FY 1980
to 16.5 percent in 1985, A similar pattern exists for the
Title III-C Nutrition Program for the Elderly.

a. what reasons account for this decline in the minority
participation rate?

b. What steps does the Administration plan to take to
correct this problem?

Answer. We are aware of the concerns expressed about the
apparent decline in the participation of minorities in Title III
programs, based on annual statistics published by the
Administration on Aging since 1975. Our report to Congress on
minority participation in Title III programs will be forwarded to
the Committee under separate cover.

The report cites several reasons why annual participation
statistics for minorities and the low-income elderly published
prior to 1981 are not comparable to those reported in 1981 and
subsequent years for both minorities and low-income elderly. For
example, changes in Title III reporting methods have resulted in
target group definitions or criteria for inclusion that were less
inclusive after 1980. Further, our analysis of the more recent
data indicates that minority participation in Title III has
remained relatively stable over the past several years and that
minorities are participating in numbers larger than their
proportionate representation within the population age 60 and
over.

We will continue to monitor closely the extent to which Title III
services are being targeted to mincrities and other populations
with special needs. Our report to Congress summarizes the many
investments made in this area, using Title IV resources, and we
will continue to support new model projects and training
activities designed to overcome barriers to participation by
these special populations.
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Question. You have indicated your intent to provide an
additional $20 million to the Headstart Program. While these
additional funds are no doubt badly needed:

a. Will the $20 million come sut of aging programs?

b. If not, under your proposal, specifically what other
program{s} would absorb the loss?

Answar. At this time we have not made final decisions on
the funding levels for specific programs included in the Social
Services Discretionary Activities line item in the PY 1988 Budget
Request and, therefore, no reduction can be specifically
identified.

After the appropriation level for the account has been
determined, to the extent that Congress has not earmarked funds
for specific programs, HHS will use its program expertise to
determine specific funding levels and initiatives to take
advantage of emerging opportunities to best serve its populations
and respond to priorities in the social services area.

Priority will continue t¢ be placed on Head Start, Child Welfare
Services, Aging services and nutrition programs, Developmental
Disabilities grant programs, and financial assistance grants for
Native Americans. The Administration intends to increase support
for Head Start $20 million above the 1987 level. Research and
demonstration activities to support all the vulnerable
populations served by OHDS social service programs will be
continued. The Congress would be notified of the funding
decisions for all programs.
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Question., In light of the fact that Title IV of the CAA was
originally funded at over $50 million and despite repeated
Congressional rebuffing of Administration efforts to again halve
these funds, do you believe that the purpose of this Title has
been fulfilled? 1In other words, do we not need to continue to
make special efforts to expand our knowledge of aging and to test
innovative ideas in providing services? ‘

a. Is training in the field of aging no longer an important
priority?

b. Specifically, what do you plan to do in the area of
training and research in FY 198872

Answer. 1In order to fully respond to your questions about
the Administration on Aging's Title IV program under the Older
Americans Act, we are providing separate information about AoA's
research and demonstration effort and about RAoA's training program.

Title IV of the Older Americans Act authorizes funding for
research and demonstration projects to identify, test, and
evaluate new approaches for improving the well-being and
independence of older persons. A primary objective in supporting
research under Title IV is to develop the regquisite knowledge and
information base for State and Area Agencies on Aging--working in
conjunction with public and private sector organizations--to build
effective family and community-based service systems that provide
a full continuum of care to the vulnerable elderly.

In addition, AcA is funding demonstration projects, which in turn,
are aimed at testing the kinds of innovative concepts, models, and
services that will make comprehensive, coordinated family and
community-based care for older persons a reality.

ROA has consistently selected priority areas for research and
demonstration projects on the basis of their relevance to the
legislative mandates of the Older Americans Act and to the central
mission outlined above. Recent research and demonstration
initiatives, which will become fully operational in FY 1988,
provide further evidence of RoA's continuing commitment to expand
the nation's understanding and interest in, while strengthening
the network's capacity for, building accessible and responsive
family and community-based systems of care for older persons.

Current research and demonstration initiatives include:

o Assessments of Community Service Systems and the Roles of
Area Agencies on Aging.

o Improving Linkages Between the Community Health Care
System, Especially Hospitals and Community Health Centers,
and the Community Supportive Service System.
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o Increasing State Agency on Aging Leadership Capacity to
Assist Alzheimer's Disease Victims and their Families.

o Improvement i{n Emergency Services.
6 Improving Linkages with Long Term Care Facilities.
o Improving Targeting of Services to the Vulnerable Elderly.

o Tapping The Full Potential of Hospital Emergency Services
for Older Persons.

The AocA education and training programs funded under Title IV seek
to improve the quality of service and to help meet critical
shortages of adequately trained personnel for programs in the
field of aging. A primary objective of the Title IV training
programs is to provide the necessary knowledge and skills to
persons within State and Area Agencies on Aging as well as public
and private sector organizations who are or will be employed in
community-based service systems.

AoA selects priority areas for education and training projects on
the basis of their relevance to the legislative mandates of the
Older Americans Act and to the central mission outlined above.
Recent training initiatives, which will become fully operational
in FY 1988, substantiate AoA's continuing commitment to expand the
nation's understanding and interest in, while strengthening the
network's capacity for, building accessible and responsive family
and community-based systems of care for older persons,

Current training initiatives include:

o Statewide short-term training and continuing education for
professional and paraprofessionals.

© Encouraging the inclusion of aging content in professional
academic training.

o Increasing the number of minorities in management positions
in State and area agencies on aging as well as in other
organizations impacting the elderly.

O Facilitating the development of linkages between State
agencies on aging and other key State agencies to achieve
more comprehensive and coordinated services for vulnerable
older persons in the community.

O Orientation and education for elected officials on issues
relating to the elderly and about what can be done to build
responsive service systems.
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Question., We understand that in 1984, AcA had 251 staff,
and that now has been reduced to 175,

a., Do you plan to further reduce AoA's staff in FY 88 and if
80, by how many?

b. Are AoA's staff reductions in the same proportion to
staff in other programs within OHDS?

c. As follow-up to this hearing, the Committee would
appreciate a list of PTEs that have been reduced and what
their positions and responsibilities were, as well as the
same information for those who have been detailed
elsewhere.

Anawer. The Administration has maintained a well
established policy of reducing the size of the Pederal
bureaucracy. Because of this effort, the Office of Human
Development Services has been under a virtually complete hiring
freeze for a number of years. HDS has undergone a 35 percent
reduction in total staff in recent years. RAlmost all of the
organizations in HDS have sustained reductions in staffing
throughout this time through normal attrition of staff.

Although the Adminjstration on Aging has taken a reduction in
staffiag, so have other organizations in HDS. We have made every
effort, and will continue to make every effort, to assign HDS
staff resources to ensure that the HDS programs, including those
of the Administration on Aging are well managed in accordance
with the requirements of the authorizing legislation.

Attached §s a3 list of positions in AoA that have been vacated
since October 1983 (PY 1984), including those Headquarters
employees currently on detail or extended leave.

This list reflects changes due to retjrement, resignation from
Federal servjce to take other employment and for other reasons,
and transfers and promotions to other posjtions in ADS and in the
Department.

This list, however, does not mean that the positions currently
are vacant; nor would it be correct to infer that all the
functions of these positions are not being performed.
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Positions Vacated Since October, 1983

Headguarters
Title

Budget Analyst

Social Science An
Social Science Reg An
Aging Svcs Training Sp
Secretary

Program Analyst
Correspondence Cntrl Ck
Social Science Res An
Program Analyst
Editorial Asst
Secretary

Division Director
Aging Services Prg Sp
Deputy Commissjioner
RAging Svcs Trng Prg Sp
Social Science Res An
Program Analyst
Program Analyst
Division Director
Secretary

Division Director
Social Science Res an
Program Analyst

Aging Svcs Training Sp
Social Science An
Secretary

Rging Services Prg Sp
Aging Services Prg Sp
Social Science Res An
Division Director
Aging Srves Prg Spec
Aging Services Prg Sp
Secretary
Clerk-Typist

Social Science Res An
Clerk Typist

Special Assistant
Management Assistant
Secretary
Clerk-Typist

Budget Clerk

Gragde

Gs-13
Gs-13
GS-13
GS-14
GS-6
GS-12
GS-6
Gs-13
Gs-13
Gs=7
Gs-6
GM-14
GS-12
ES-4
GS-13
GS-13
GS-7
Gs-12
GM-14
GS=~7
GM-14
GS-13
Gs-13
GS-13
Gs-13
GS-9
GS-13
GS-13
GS-13
GM-14
Gs-12
G5-13
Gs-7
Gs-4
GS-13
Gs-4
GS-13
GS-7
GS-6
GS-3
GS-4
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Title Grade
pivision Director GM-15
Actg Division Director GM-15
Consultant NA
Commissioner EX-V
Secretary GS-5
Nutritionist GS-13
public Inquiries Asst GS-6
Aging Services Program Sp GS-12
Ssocial Science Res An GS-12
Clerk-Typist Gs-4
Special Assistant GS-13
Aging Srves Program Sp GS-13
Program Analyst GS-13

Headquarters AcA Employees Currently on petail or Extended Leave:

Deputy Assoc Comm, OPD GM-15 to HDS
pir, Trng & Develop Div GM-15 to VA
Writer/Editor GS-12

Dir, Com Bsd Sys Imp DV GM-14 to HDS
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Regional Employees who have left AoA Since October 1983:

Region I:

Secretary GS5-6

Dpty Regnl Prgrm Dir GM-14
Secretary ({(Typing) GS-4

Clerk-Typist G5-3

Aging Program Spec Gs-12
Region II:

Secretary Gs-5

Aging Program Spec G§-12
Aging Program Spec GS-9

Aging Program Spec GS-13
Aging Program Spec GS-13
Clezk-Typist GS-4

Region III:

Aging Program Spec GS-13
Aging Program Spec Gs~-13
Secretary GS-6

Aging Program Spec GsS-13
Region 1IV:

Secretary GS-6

Dpty, Reg Prog Dir Gs-14
Aging Program Spec GS-12
Aging Program Spec GS-12
Region Vv:

Aging Program Spec Gs-12
Aging Program Spec GS-12
Aging Program Spec Gs-12
Aging Program Spec GS-12
Clerk-Typist GS-5

Aging Program Spec GS-12
Region VI:

Aging Services Clerk GS-5

Aging Program Spec G5-13
Secretary GS-5

Program Analyst GS-13
Aging Program Tech GS-7

Region VII:

Aging Svcs Program Sp Gs-12

Aging Svcs Proegram Sp Gs-12



Region VIII:
Clerk Typist
Region IX:
Aging Program
Aging Progranm
Aging Program
Secretary
Region X:

Secretary
Aging Program

Spec
Spec
Spec

Spec
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GS-4

Gs-13
GS-13
Gs-13
GS-5

GS-5
GS5-12
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Question. You propose to transfer half of the funds for
aging research to children's foster care and adoption
assistance, How do you justify this transfer?

answer. Although we recognize the jmportance of aging
regsearch, the budget deficit requires the Administration to make
difficult policy choices. The Department proposed these
transfers consistent with the policy of reducing non-service
programs in order to maintain service programs.

Unexpected mandatory cost increases in the Poster Care and
Adoption Assistance programs due to increased State Claims have
resulted in the need for $165 million In supplemental funds for
1987, An additional $1.4 milljon in Federal administrative funds
were required to pay for Pederal employee pay ralses and
increased agency contributions for new Federal Employees'
Retirement System,

Rather than add an additional $166 million to the Federal
deficit, we requested only $43 million in new Budget authority
and planned to offset the remaining $123 million with funds
provided by Congress through reprogramming or transferring
existing resources.

The Department's request to reprogram $1.4 million out of Aging
Research Funds to pay for jncreased costs of pay raises and
retirement has been denjied by the House of Representatives.

Accordingly, these funds have been apportioned. The Aging title
IV funds have been allotted to the Administration on Aging to
support eligible discretionary grant applications submitted
through the HDS Coordinated Discretionary Grants Process.

The $11.1 million proposed for transfer to help pay for prior
year State claims for Foster Care costs is still pending with the
Congress. A Congressional decision on this request will take
place through the Appropriations process, The intent of this
transfer is to help hold down the Increase in additional funds
needed to pay these Foster Care costs. Plans to use these aging
research funds are being developed and if Congress denies the
Administration’'s request, all aging research funds will be
obligated by September 30, 1987.
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The CHAIRMAN. Mr. Nelson Sabatini, Deputy Commissioner for
Management Assessments, Social Security Administration.

STATEMENT OF NELSON SABATINI, DEPUTY COMMISSIONER FOR

. MANAGEMENT ASSESSMENTS, SOCIAL SECURITY ADMINISTRA-

! TION, ACCOMPANIED BY ELLIOT KIRSCHBAUM, DIRECTOR,
OFFICE OF LEGISLATIVE AND REGULATORY POLICY

Mr. SABATINI. Thank you, Mr. Chairman.

I have submitted a statement for the record, and I will keep my
opening remarks very brief.

The CuairMAN. OK. Thank you.

Mr. SapaTini. The 1988 budget that is before the Congress re-
flects a $13 billion increase over our 1987 budget, and reflects the
President’s commitment to assuring the continued integrity of the
Secial Security programs. This year's budget also reflects an esti-
mated 3.5 percent COLA to be paid in 1988, and what is perhaps
the best news in the budget is that the Social Security trust fund
programs, which were on the verge of financial disaster approxi-
mately 5 years ago, or at the beginning of the 1980’s, are no longer
in that situation. The budget reflects steady growth in trust fund
;eserves and insures its continued financial integrity into the
uture.

Mr. Chairman, I'd be happy to answer any questions.

[The prepared statement of Mr. Sabatini follows:]
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Mr. Chairman and Members of the committee:

I am pleased to appear before you today to discuss the Sociz!
Secarity Administration's FY 1988 budget regusst and how it
affects older Americans. I also want to discuss our efforts to
improve productivity, service tz the publis, and public confidence
in Social Security.

S5ocal Security old-age, survivers ani disability insurance
benefits are funded by a permanent appropriation from the Social
Security trust funds. Just a few years ago, the assets of those
trust funds were nearly depleted and there were serious douots
about the system's ability to pay benefits.

Fortunately, that situation is history today. Dedication and
hard work on the part of the President, the Congress and the
Natienal Commission on Social Security Reform culminated in 1983
in the enactment of major reforms to restore the financial
stability of the old-age, survivors and disability insurance trus:
funds. Moreover, economic performance since 1983 has been even
better than expected at that time and has further improved the
firancial status of the program. As a result, according to the
1986 report of the Board of Trustees of the old-age, survivors and
disability insurance trust funds, the assets of the funds are
sufficient to pay benefits on time for many vears into the future
even based on our most pessimistic economic and demographic
assumptions.

The FY 1988 President’'s budget reflects a 3.5-percent
cost-of-living increase next January in Social Security and
supplemental security income benefits to the almost 38 millicn
Social Security and 4 million supplemental security income {SSI)
recipients. Also, as you know, the 3-percent cost-of-living
trigger in prior law was removed last fall and a 1.3-percent
cost-of-living increase was paid in January of this year.

S5A Priorities

Mr. Chairman, in regard to S3A's staffing and service to the
public, let me note at the outset that we are committed to the
goal of maintaining SSA's reputation of providing high-guality
service. At the same time, in cur effort to maintain the
integrity of the Social Security trust funds, it is incumbent on
the Social Security Administration to reduce administrative costs
of the program. We know this is a big order and realize it can be
accomplished only through sound overall management. Therefore,
Commissioner Hardy has established a set of pricrities to focus
and direct SSA resources and energy. They are:

o Maintaining the fiscal integrity of the Social Security
programs.
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o Providing the best service to the public.
o Improving the way we manage our programs, to carry them out

with greater efficiency, effectiveness and accountability.

o Using the best and most appropriate technology available to
administer our programs.

o Recognizing and supporting the vital role of SSA employees.

[} Educating the public and improving public confidence in
Social Security.

We believe we will be able to accomplish these priorities
under the funding levels provided in the FY 1988 budget because of
improved productivity overall as a result of management
improvements and systems modernization.

Improvements In Service Delivery

Now let me mention a number of recent improvements in service
levels which indicate that we are making good progress toward
acconplishing our priorities.

o Processing time for retirement, survivors and health
insurance claims decreased from 23.4 days at the end of
fiscal year 1984 to 20.7 days at the end of fiscal year 1986.

o Processing time for SSI aged claims decreased from about
16.3 days at the end of fiscal year 1384 to 10.1 days at the
end of fiscal year 1986.

[ Computer response time in offices dealing with the public has
been reduced to under 3 seconds, providing the public with
gquicker responses to inquiries.

o] local field offices have been given immediate online access
to information in the SSA data files, resulting in the
ability to provide more accurate information to the public
and to improve the processing of claims and post eligibility
work loads.

Mr. Chairman, 1 would like to note in this regard that a
recent GAO client satisfaction study found that about 80 percent
of those who have dealt with SSA rate the service as “"good to very
good.” About 90 percent of our clients said that SSA employees
were courtecus in serving them, and more than half those surveyed
rated SSA's service as better than they received from any other
government agency.
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We are working to increase productivity and ser.
continuing to improve cur procedures and work processes. For
example, we have improved the way we select SS1 cases for
eligibility redeterminations, with the result that we can reduce
resources devoted to this workload without adversely affecting Ss:
payment accuracy and can reduce the number of SSI recipients wh>
are required to undergo a lengthy personal interview every year.
We have also expanded the district office final authorization of
initial claims. This decreases the number of claims referred to
our program service centers and speeds up payment of benefits.

Systems Modernization

Continued systems modernization is perhaps the most
significant way we are achieving improvements in productivity ani
service. SSA's Systems Modernization Plan identified six areas
needing modernization. In four of these areas (hardware, data
storage, telecommunications and data center management)
modernization is substantially complete. In two of the areas
{software development and management information) progress has
been made although much more work remains to be done.

These systems modernization achievements have resalted in
many direct benefits to the public in the form of better service.
For example:

o Social Security cards are now issued in 10 days, where it
used to take € weeks.

[ Annual earnings reports are now promptly posted within ab
7 months of receipt, where once SEA was nearly 3 yecars behind
in the postings.

o The computer operation to increase beneficiaries' checks
where there is additicnal work experience to credit used to
have a 4-year backlog. That backlog has been eliminated and
the operation is conducted promptly each year.

Such direct improvements in service are supported by a
foundation of many more indirect systems improvements which have
increased efficiency, lowered costs, reduced reliance on
staff-intensive manual processes and provided SSA with the mcdern
tools it needs to do its job, now and into the future.

Indeced, hardly a month goes by that we do not realize some
immediate savings in staff or time from improvements in systems
processes. In February, for example, we implemented an expanied
capability to generate earnings records without need for manual
reviews. This will save an estimated 42 workyears at a minimum
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each year. Beginning in March the system will have the capability
to generate notices in some SSI cases--an improvement which will
save an estimated 355 workyears annually. These are

two relatively small projects. But at any given time dozens of
such projects are proceeding which will permit us to realize
substantial cumulative workpower savings.

In February we also began nationwide implementation of our
Modernized Claims System (MCS). Putting a new benefit claim into
the computer system currently involves four people: the
interviewer who completes a paper application form; the clerk who
creates a paper-log control; the data reviewer who prepares a
coded data entry sheet; and the teletypist who keys the
information into the computer system. Under the new MCS, one
person--the interviewer--can efficiently put the claim into the
computer system using a computer terminal on his or her desk.
About 50 field offices each month will be converted to MCS, and by
the end of next year all field offices will be operating under the
MCS. We expect this new claims process to improve service and
reduce staffing requirements. It is through such use of new
technology to work "smarter” that we are convinced we can continue
to improve service and productivity.

Other Current Initiatives

Mr. Chairman, as you reguested, I would like to conclude by
providing a brief overview of some of the positive things SSA is
now doing to promote public confidence in the system and to
improve service to the public.

We are trying to make service more easily available to the
public by pursuing the following ideas: scheduling interviews in
Social Security offices to reduce waiting times, experimenting
with extended office hours tc accommodate people who find it
inconvenient to conduct business with us during regular working
hours, and promoting the use of the telephone as an alternative to
walk-in office visits. Further, we are encouraging local managers
to share their best operating practices with other managers, as
suggested by the General Accounting Office, in order to reduce the
disparity in average workload unit times among geographic regioms.

We are also working closely with the Advertising Council--2
private, nonprofit group supported by American business and
advertising interests that conducts national public service
advertising campaigns--to develop a Social Security advertising
campaign. Our goals are to educate the public--and particularly
the young worker--about the Social Security programs and the
protection they provide. We want to drive home the message that
the Social Security system is currently financially sound and can
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be relied upon to pay benefits, not only to today's retizess, bat
2lso to those in the workforce who are building protection for the
future.

In addition, we are developing a more complete statement of
earnings and a more realistic estimate of potential retirement,
survivors and disability benefits for workers. This would allow
workers tc gain a much better picture of the benefits they and
their families can expect to receive under Social Security. We
are undertaking a pilot in 1987 to determine how best to carry out
this important public service improvement.

We know there is still a great deal of work needed to
achieve our goals, but we believe our plans are well conceived and
will succeed in improving public service and increasing
productivity. Let me assure you that we will regularly and
closely monitor our performance to assure that we maintain high
quality public service. We look forward to working with the
Congress as we strive to make SSA more effective and efficient in
serving the public.
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The CuAIRMAN. You're going to reduce the staff by 3,700 people;
is that right?

Mr. SaBaTini. Yes, sir. The number is approximately 3,700.

The CuAlRMAN. That's in 2 fiscal years?

Mr. SasamiNt That’s in fiscal year 1987. The 1988 reduction is
somewhat smaller than that. Those reductions reflect the contin-
ued progress toward an overall reduction in the size of the Social
Security Administration by approximately 17,000 full-time equiva-
lents off the 1984 base year, and concluding in 1990.

The CHAIRMAN. I think it's easy for you to say and hard for us to
do. What are we supposed to tell people when they can’t get to see
somebody?

Mr. SABATINI. Senator, with the 1985 budget submission we an-
nounced that we were going to embark upon a reduction in the size
of the agency, and that our target was to reduce the overall size of
the agency by 17,000 full-time equivalents by 1990. When we an-
nounced that plan we also announced that that plan and those re-
ductions would not be taken at the expense of public service, that
we were going to proceed on a very cautious path, look at each
year on that path as we went through the budget cycles, and that
under no circumstances would we allow those reductions to take
place at the cost of public service. And the other thing was that we
committed that we would not have a reduction in force. No one in
the Social Security Administration was going to lose a job. And we
are standing by that commitment, Senator.

The CHairmaN. Well, I wonder. Have you ever tried to call?

Mr. SaBaTini. Have I tried to call?

The CHAIRMAN. Yes.

Mr. SABATINI. Yes, sir. And there is no question that there are
some areas in this country where we have significant problems
with our telephone service. I would submit, Senator, that that is a
function of some of the antiquated hardware that we are using in
our telephone systems and not a function of staff reductions. We
are——

The CuairMAN. Well, you know, if you're going to give the same
level of service, almost all of this starts with a telephone call. I've
got a problem; I want to find out about it; hope that it could be
settled by a telephone call. If it can’t be, I guess I can make an
appointment, but if I can’t get somebody on the telephone I can't
do anything.

Now, let me tell you how bad it is. The line was busy on March
9th—that’s Monday—calling either of the numbers here, Virginia
or D.C. numbers, at 2:25, 2:55, 8:20. And March 10, 12:45, 2:30, 3:30.
March 11th, 9:45, 12:00, 4:00 p.m. March 12th, 9:10 am., 10:45 am.,
1:50 p.m.—that’s 4 days just recently, this week, and the lines are
always busy. Are you telling me that this is a good level of service?

Mr. SaBaTINI. No, Senator, I'm telling you that we are not happy
with the level of service and the quality of our telephone service.
And I believe you will see that the 1988 budget has a request in
excess of $50 million to start replacing some of that equipment so
that we can have more efficient and better equipment. We recog-
nli)zle that there are places where there is not toll-free service avail-
able——
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mg’}}e CaairMman. This isn’t toll-free. This has nothing to do with
free.

Mr. SaBaTiNt. I understand. We are going to expand our toll-free
service. We are going to put in better telephone capacity so we
don’t lose calls, so we don't have busy signals. We are experiment-
ing with recorded messages to answer relatively routine questions
and to provide more efficiency. We have two experiments where
the results are very positive on that, and we are, over a 5-year
period, going to be replacing the telephone systems in virtually
every office in our country so that it reflects the kind of state-of-
the-art equipment that will allow us to eliminate these problems
that you're describing.

The Cuairman. Deputy, I use a telephone, have for years. The
telephone service under whatever system you're using, I'm sure, is
no different than the equipment I've used and am familiar with,
and that is not the right kind of an answer. You don’t have enough
people to answer that telephone; that's my strong feeling. And I
don’t know how you can cut down on people without reducing serv-
ice; you know, everybody likes to say, well, let’s cut back on the
number of Federal jobs. But it's obvious that you’re not handling
these calls and not providing the service. No amount of rhetoric is
gﬁing to change that situation when you don’t have the people
there.

I'm not going to dwell on it. I'm just going to tell you that you’'ve
put us in a hard spot, because we know that this service is not ade-
quate now, and I don’t want to explain to anybody why it even gets
worse. This recorded stuff—have you had any testing of that,
market testing?

Mr. SaBaTINL. Yes, we have. We are in the process of piloting
that in at least two locations. And it’s not a total answer, but there
is a significant volume of telephone calls that come to the Social
Security offices that ask for routine information, such as, how do I
go about getting a Social Security card? How much am I allowed to
earn and still collect my benefits? Many of those inquiries can be
answered through a recorded message, and we're finding our pilot
results to be very successful.

Now, those recorded messages do give the person the opportunity
to leave their name and phone number if they want additional in-
formation.

I would also like to say that a recent GAO report that did a
client satisfaction survey indicated that approximately 80 percent
of the people that have had any contact with the Social Security
Administration feel that the level of service that they got was
rated either good or very good. A more recent GAO report that was
issued earlier this week indicates that an assessment of all indica-
tors of our level of services showed that services and quality of our
products are as good as, or better than, they’ve ever been.

Now, we're not satisfied. They're not good enough; they need to
be made better. But we can make our service better, through effi-
ciencies. And the problem, again, is with telephones and particular-
ly the telephone service in our metropolitan teleservice center,
which services the Washington, DC, area. There are, in large part,
hardware problems that we're trying to deal with, and the budget
reflects our commitment to deal with those.
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The CHAIRMAN. Why are some numbers not even listed?

Mr. SaBaTINI. Some numbers of local offices are not listed be-
cause we have large metropolitanwide—or in some cases, State-
wide—telephone answering services that we use to funnel all tele-
phone calls into that center, and then depending on the issue, we
can transfer them to other locations. The bulk of the calls that
come into that center can be answered directly in that center.

The CuairMAN. The Office of Appeals here in Virginia isn’t even
listed. You can’t find the number.

Mr. SasaTinNi. The Office of Hearings and Appeals in Virginia
;p?erd not be listed. It may—OK, I'll accept the fact that it's not
ls —

The CHAIRMAN. I don’t mean that it's for Virginia; I mean that
it's for any State. And it happens to be in Virginia.

Mr. Sasatini. That’s right; that's a headquarters office that is
primarily a staff component where there is little or no day-to-day
public business conducted in their offices.

The CHAIRMAN. And why can’t lawyers handling cases find that
number?

Mr. SaBaTINL Based on what I've seen of our litigation workload,
lawyers seem to be able to find it quite well. But I will look at the
Viriinia phone book and find out why it’s not there, and we'll get
back to you.

The CHAIRMAN. You'd better get back today because I'm going to
pass it on. I've got a constituent asking me what that number is,
and I'm asking you because it's not listed, and it’s impossible to
communicate with them except by letter. Now, if that’s efficiency,
I'll eat my hat.

Mr. SaBamini I will find out why it’s not listed, and we'll find
out immediately what the telephone number is and see to it that
you have it.

The CuairMAN. And advise local offices out in these States what
that number is because you can’t get it from the State offices. No
way of getting it. They don’t know; it isn’t listed in the directory.
All you can do is write a letter and get a response, maybe, in 2
months.

Mr. Saramini. I will find out what the telephone number is and
why it isn’t listed, and see to it that our local offices know what it
is.
The CuairmaN. You know, Deputy, you mentioned efficiency. I'm
telling you that this is the height of inefficiency for me to be
having to ask you, a Deputy Commissioner about this matter. I've
got a constituent who says there is no number for it. Now, having a
secret number is a crazy idea, and certainly it doesn’t lead to any
kind of efficiency. Before we leave here, I'd like to have that
number.

You're going to have some automation, and that’s part of why
you built up a case of jusiggying the staff cuts. I assume that a lot
of this is computer, this modernization and efficiency, is it not?

Mr. SABATINI. Yes, sir.

The CuairMaN. All right. When will the software standards be
written and the software fully tested?

Mr. SaBaTini. The software standards, or at least a set of rules
by which the software will have to be written, has been estab-
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lished. Much of the software for the modernization of our claims
process has been written and much of it is operational. There are
additional releases and improvements to that software that are
scheduled over the next several years.

With regard to the post-entitlement part of our workload, we are
in the process of developing and moving toward the modernization
of that aspect. The schedule now calls for the development of func-
tional requirements for the post-entitlement section of this system
to be completed by late summer of this year. Once those functional
requirements are established and defined, then the actual software
T_trlz’aetggy and the schedule for those software releases will be estab-

ished.

The CrHairmMaN. Well, I guess the GAO has concluded that this
systems modernization program is years behind schedule. You're
going to reduce the staff before you've got this modernization pro-
gram——

Mr. SaBaTini. I think there are a couple of points. One, the re-
ductions in the staff that have taken place in 1984, 1985, 1986, and
1987 were consistent with the overall reduction plan that we had
established. In each of those years, the reductions that we were
going to be making were not contingent upon the systems modern-
1zation efforts. The modernization efforts would start to yield sig-
nificant staff savings beginning in 1988, and that’s reflected in this
year’s budget. The only staff savings that would be coming from
systems modernization, in the original plan and in the budget, are
those savings that were going to be coming from the modernized
claims process. The reduction does not reflect anticipated savings
for other parts of the plan that are not fully developed and will not
be fully in place by 1988.

In addition, the GAO has indicated that some portions of our sys-
tems modification effort are behind schedule. That’s true, but what
the GAO report does not say is that there are some aspects of the
modernization effort that were ahead of schedule and that we
have, in some parts of the systems modernization plan, made re-
markable progress.

At the close of the last fiscal year the agency was approximately
8 percent smaller than it was 5 years earlier; but every measurable
indicator that’s available, that had been evaluated by us and b
the GAQO, shows that the level of service, the quality of our procgI
uct, and the status of our workloads are in better shape than most
of us who have been with Social Security can ever remember.

The CHAIRMAN. Well, when you get the software and you get this
ready to go, can you assure us that the system will be fully tested
before the first stage is implemented?

Mr. SasaTiNt. Yes, sir. One of the key elements of the overall
gystems modernization plan, Senator, was to install some manage-
ment discipline in our system development activity to make sure,
absolutely sure, that we had quality control mechanisms in place
over our software, that software was fully validated and tested. As
we start implementing, and as we have been implementing the
modernized claims process, we run that process on a parallel basis
before we go live; not only initially, but with every subsequent re-
lease to make sure that it’s fully tested and that it does work. And
I think our efforts are paying off. From 1980 to 1982, there was a 4-
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year backlog of unposted earnings in the Social Security Adminis-
tration. People who had benefit increases due to them because of
additional work activity after retirement were not getting them on
a timely basis. Today they are. We are current and we are process-
ing that work in a shorter and shorter time frame every year. In
1981 and 1982 it took approximately 6 weeks to get a Social Securi-
ty card. Today, people are getting Social Security cards in 11 days.
Much of that progress and improvement is in direct relationship to
our system modernization efforts, so there are good things that
have happened with systems modernization, and I think it’s impor-
tant that the record reflect that as well as the criticisms.

The Cramrman. Well, I talked about the General Accounting
Office report®—and you mentioned in your statement, as a matter
of fact, that the General Accounting Office said that 80 percent of
Social Security beneficiaries rated the quality of service as good to
very good. That’s a pretty fair response.

Mr. SaBaTINI. And I appreciate you mentioning that GAQ report
for tl:f record, sir, because for some reason that rarely gets into the
record.

The CHAIRMAN. Well, we're making it a part of the record just by
talking about it.

Mr. SaBaTiNL. One of the recommendations of the GAO in that
report was that we continue on an ongoing basis to conduct these
types of client satisfaction surveys. We have agreed with that rec-
ommendation. We have also decided that to make absolutely sure
that we can assure the integrity of the information, we will have
these surveys and analyses performed by an independent contrac-
tor we will be procuring the service sc that we can collect that data
and report it and act on it on an ongoing basis.

The CHAIRMAN. Well, that was evidently before we got all these
busy signals this week. So you've got an ongoing task.

Mr. SaBaTiNI. Yes, sir.

But, Senator, I would also like to submit for the record a report
issued by GAO—I believe on Wednesday—that indicates that the
levels of service are as good as or better than they have ever been.
And they looked very closely at things like waiting time and qual-
ity.

[The following is the Executive Summary of this GAO report.
The entire report, less its Executive Summary is printed as Item 3
in the appendix on page 304.]

3 See appendix, p. 304.
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Executive Summary

Purpose

In January 1886, the administration announced its intention to reduce
Social Security Administration (ssa) staff by 17,000, or 21 percent,
through fiscal year 1990. Because such cuts could adversely affect ssa
service, the House Appropriations Committee asked SSA to report quar-
terly on its service levels.

In the summer of 1986—because of concerns expressed about the objec-
tivity of 534’y self-evaluation—the Senate and House Appropriations
Comumittees asked GAO to report on sS4 service, This is the first of three
reports to be prepared for the Committees in 1987.

This report examines: (1) the quality of ssa service, (2) the effect of
staff reductions on service, and {3} the nature and extent of past and
planned staff reductions.

Background

The terms “service” and “quality" are broad and mean different thingy
to different people. For this reason, GAC examined $SA quality of service
from e number of different perspectives.

First, GAC examined the data ssa regularly accumulates to measure per-
formance. These data show how accurately 88 pays and processes
claims; how long it tukes to process initial ciaims and appeals of ssa
decisions; the amount of work walting to be processed; and how long
clients wait in ssa fleld offices before being served,

GAO also surveyed ssa clients, managers, and employees. ssa clients were
asked their opinions on the quality of 534 service. s34 employees and
mid-level managers were questioned about the quality of S8 service and
the effect of staff reductions.

Te determine whether there was any indication that staff reductions
have had a significant adverse effect on service quality, GAO also visited
15 ssa district and branch offices that experienced an average 25-
percent reduction in staff over the last 3 years. At these offices, a0
obtained employees’ perspectives and reviewed data on processing times
and workloads.

To identify the extent of actual staff reductions, 6A0 determined where
the reductions took place and the types of positions affected. 6A0 also
examined ssa plans for carvying out staff reductions for fiscal year
1887,

Page 2 GAC/HRD-87-88 88A Servicw
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Results in Brief

ssa’s traditional performance measures through December 1986 gener-
ally show stable performance since fiscal year 1984—the year before
the start of the staff reduction program. Similarly, about 80 percent of
SSA clients GAO surveyed said that overall the quality of sua service was
good.

Most ssa employees and SSa managers said service or performance was
good, but most in both groups said staff reductions have had an adverse
effect on operations. In the 15 offices GAQ visited, the data analyzed gen-
erally indicated service levels comparable to the levels provided by all
8a offices nationally, with one exception—a significant increase in
mean processing time for claims for Supplementai Security income for
the blind and disabied. The increase however does not appear Lo be
related to field office staff reductions.

Concerning staff reductions, in fiscal year 1887 —because of reductions
in its budget—ssa is planning to reduce work-year use significantly
below the levels suggested by the Congress. Overall, the 6 year staff
reduction program is on schedule.

Principal Findings

Traditional Performance
[ndicators Generally Show
Stability

Accuracy rates have generaily remained stable since fiscal year 1984,
according to 554 data. Payment accuracy for the Retirement and Survi-
vors Insurance program, for example, was 88.5 percent of the total dol-
iars paid in fiscal years 1984 and 1985 and increased to 99.6 percent in
fiscal year 1986.

Processing time for initial claims and appeals have generally improved,
except for disability-refated claims. Times for disability claims have
increased because of the additional time required by state disability
agencies to implement 1984 legislative changes for mental impairment

With few exceptions, nationally the backlogs for ssa’s major workioads
are down substantially from 1884 levels.

According to sua, the average time claimants wait in ssA field offices

before being interviewed declined steadily from the January-March
18886 quarter through the December 1986 quarter—{rom a reported 123

Page3 GAO/HRD-8766 S5A Service
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to 7.2 minutes. GAQ, however, believes that wait times are understated
because not all waiting time i3 measured and some field offices give spe-
cial attention to reducing wait times when they are measured for study
purposes. {See ch. 2)

SSA Clients View Service as
Good

The preliminary results of a Novernber 1886 Gao survey show that
about 80 percent of s8a clients view $8a service overall as good to very
goud. These resuits are comparabie to the results of an identical survey
done by GAO in 1884. (See ch. 8)

SSA Personnel Say Service
Goaod but Reductions Are
Having Adverse Effect

About 88 percent of managers GAC surveyed in 1986 said that the per-
formance of their units had improved or was comparable Lo service
levels 3 years earlier. Similarly, 87 percent of employees said that ser-
vice was the same or better than it was 3 years earlier.

For those who sald their units lost staff (b5 percent of employees and 66
percent of managers), most said the staff reductions have caused prob-
temy, Fifty-six percent of these employees said that staff reductions
have had a negative effect on the ability of their units to produce
quality work, citing in particular lower morale and increased stress. For
the managers who lost staff, 71 percent said the reductions had a nega-
tive effect on their uperations, citing in general decreased quality of
work and decreased productivity. Purther, 64 percent of all managers
said they were understaffed. (See ch. 3)

15 Field Offices—Service
Deterioration in One Aspect
Noted

For the 15 fleld offices, A0 examined data on processing time for four
types of benefit claims and dats on pending workloads. Gao found signif-
{cant deterioration in service for the time to process Suppiemental
Security Income claims for the blind and disabled, which on average
increased about 23 days—{rom 74 to 87 days. For all offices nationally,
the increase in time for these claims was only 4 days. The principal
reason for the larger Increase in the 15 field offices is the relatively
higher processing times of two state disability agencies (New York and
New Jersey) which make medical determinations for 5 of the 15 offices.
(See ch. 4)

Nature and Extent of Past
Reductions

73-936 0 - 87 -

Since fiscal year 1984, ssa reduced its total work-year use about 8 per-
cent. Staff reductions were largest in the Office of Disability Operations
(14 percent) and the Program Service Centers (13 percent). In ssa fleld

Page d GAO/HRD-87-68 S8A Servics
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offices, data review technicians were reduced the most—about 23
percent.

From fiscal year 1884 through fiscal year 1986, ssa field office staffing
declined 3.3 percent. While 58 percent of ssa's approximately 1,300 field
offices had a net loss of staff for the period, 28 percent had a net staff
gain, and 14 percent did not have any change. Most offices losing staff
through fiscal year 1986 lost less than 10 percent of their staff. {See

ch. 5)

SSA Increasing 1987 Staff
Reductions

Because of budgetary shortfalls totaling $284 miilion, ssa plans to signif-
icantly reduce its fiscal year 1987 work-year use by about 6,300 below
the 78,580 suggested by the Congress. 55 has stated, however, that it
will monitor service closely and increase work-year use if TECessary
{See ch. 5)

Staff Reduction on Schedule

S$A’s proposed fiscal year 1988 budget wouid reduce staffing by an addi.
tional 2,454 full time equivalent positions. Such reduction would bring
the total for the first 4 years of the 6-year staff reduction program to
10,608, or 13.3 percent below 1984 levels, and put the reduction on
schedule through the first 4 years.

Recommendations

GAO is making no recommendations.

Agency Comments

Concerning waiting time in field offices, ssa acknowledged that reported
times were understated, and said it plans to monitor the Lime not mea-
sured on an ad-hoc basis and wiil emphasize to field offices that
reported data must be representative of normai practices.

Pages GAOC/HRD-57-86 ARA Service
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The CuairMaN. Well, a GAO report submitted Wednesday means
they were looked at about 6 months or so ago. I'm talking about
this week, and I'm talking about in relationship to reducing the
staff. I think you've got a hard time assuring us that there’s going
tg be good service by this next reduction in staff, if you should get
them.

But in that same GAO report that I just cited here, where 80 per-
cent of Social Security beneficiaries rated the quality of service
good or very good—80 percent said that——

Mr. SapaTmiNi I said earlier, Senator, we're not happy with that.
Eighty percent is a B; we want A-plus.

The CuairMaN. But in that same report, those people that are
trying to deal with you on disability and SSI benefit applications,
they don’t see it that good. And that gets back to that other point
I'm making to you. I think you've got a real serious problem with
disability and SSI, and I don’t think you're on top of it at all. Cer-
tainly that example I gave, where the phone number is a secret, is
a very good demonstration of how bad the problem is.

Mr. SasaTiNI. Well, I would agree that there was a very serious
problem with the disability program. I think that the legislation
enacted by the Congress was a positive step toward the resolution
of that. In the process of implementing that legislation we are
being very careful to implement not only the letter of the legisla-
tion, but also the intent and the spirit of the legislation. We are
committed to making sure that the disability program is a program
that has integrity, does not have people on the rolls that should not
be on the rolls, but at the same time making sure that no one is
taken off the rolls who should not be taken off the rolls, that peo-
ﬁle’s rights are protected, and that the process is handled in a very

umane fashion. I think that with the cooperation and support
that we got from the Congress in enacting the disability reform leg-
islation, that the disability program will be under control and that
it's going to be a good program and a well-run program.

The CHAIRMAN. It is not at this stage, and the backlog of these
cases just drives these people batty. I think it's one of the most
cruel S{stems we've got. I would tell anyone on disability appeals
or disability applications that if they get turned down, to go the
appeal route; and if they aren’t successful in the appeal, to ask for
the next step. I think you've got a horrible system out there—that
you can’t realize how bad it is unless you go and talk to those
ggople who are handling these cases, and they are continually

hind. There aren’t enough attorneys to handle everybody’s case,
and they're delayed, and the process is so lengthy and quite often
arbitrary. I think you're costing Social Security an awful lot of
money because when they finally do win them, of course, they're
going to get the back pay they’re entitled to, and the benefits
they're entitled to. I think you've got a system, Deputy, that needs
to be overhauled. I think it’s a very cruel system now, and isn't
worthy of our Government.

The law is clear enough, but the delay in getting the final solu-
tions are horrendous. Too many of the Administrative Law Judges
are out there simply to keep people off of disability. That’s a terri-
ble indictment of their function. ¥think you'd better investigate it.

Mr. SaBaTini. Yes, sir.
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The CnairMaN. How would you propose to do it?

Mr. SasaTiNi. Well, this is the first I've heard that Administra-
tive Law Judges are there to keep people off of disability. I think
that the appeal rights that we afford disabled individuals are prob-
ably the model of what an appeals process ought to be in many re-
spects. And the fact of the matter is that we have been proceeding
very, very carefully and very prudently on the implementation of
the congressionally directed mandate that we review the condition
of individuals who are on the rolls, making absolutely sure that
any decisions to take a person off the roll is thoroughly document-
ed and fully supportable. We've instituted some processes that will
offer front-end interviewing so that people who are going to be ex-
amined know and understand exactly what the process is, and also
we work very hard to make sure they understand what their rights
are, Senator.

One of the difficulties with the program is that I think among
some part of the American public it's a misunderstood program.
The definition of disability for our program is a very stringent defi-
nition of disability, and that’s set forth in the statute. It talks in
terms of a total disability that will last for at least a period of 1
year. That’s a very stringent definition of disability.

The CuairMAN. Well, I'm well aware of that. I'm well aware of
the 1 year, but what would you say about somebody that has an 1Q
of 66; is he supposed to get a job? Where does he find these jobs?

Mr. SaBatint. I don’t know that we've arbitrarily denied some-
one with an IQ of 66. I don’t know. If you're referring to a specific
case, I'd be happy to look at that.

The CHAIRMAN. I'm speaking of a specific category of people
whose 1Q’s are below 70——

Mr. Saratint. We have nothing in any of our operating proce-
dures or in our regulations that says that a person who has an 1Q
of 70 or 66 is, per se, not eligible for disability, sir.

Senator, I have just been informed that, for the Office of Hear-
ings and Appeals, the number is 235-8333. I am told that it is listed
under the Social Security Administration in the Federal Yellow
Pages of the D.C. phone book.

The CHamrmAN. If the number isn’t available by operator, then
that leads me to believe that I'm not at the right office.

Mr. SaBatini. I don’t know. We will lock at that. As I say, that’s
the number and we got it from the Federal Yellow Pages of the
D.C. phone book under the Social Security Administration.

The ChairMmaN. I hope we reach a conclusion about this because
the number is not available and is unlisted. I can’t believe that the
information operators repeatedly gave us the wrong answer.

Mr. Saramin. I will find out. It certainly doesn’t make sense to
have it unlisted with the operator when it’s in the phone book, and
we will try to correct that this afternoon.

The Cnairman. All right. Thank you very much, Mr. Sabatini. I
will be submitting follow-up written questions to you following the
conclusion of this hearing.

[The questions and the answers thereto follow:]
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Mr. Nelson J. Sabatini

Deputy Commissioner of Social Security
for Management and Assessment

Social Security Administration

Altmeyer Bullding

Baltimore, Maryland 21207

Dear Mr. Sabatini:

Thank you for appearing before the Senate Special Committee
on Aging on March 13 and answering questions regarding the
impact of the Administration's proposed budget for fiscal year
1988 on Federal agencies providing services to older Americans.
Your testimony was helpful and we appreclated having the benefit
of your views.

During the course of the hearing, you and other
Administration witnesses indicated that you would be willing to
answer additional questions that Committee members did not have
the opportunity to pose. Keeping your offer in mind, we request
that you answer the following questions:

1. It is our understanding that SSA proposes to reduce staff
by 2,454 in fiscal year 1988 in addition to the 3,695 reduction
already taking place in fiscal years 1986 and 1987. This is in
line with the Administration's proposal in 1985 to eliminate
17,000 staff, or 21 percent, in five years through fiscal year
1990. Since then, Congress, through tax reform and the new
immigration law, has required SSA to verify Social Security
numbers to aid employers in complying with the immigraticon law
and to have all children over the age of five apply for Social
Security numbers, However, the SSA has not modified its staff
reduction plan., How many staff persons will be required to
comply with the Immigration Act amendments alone, that is:

a., To verify Social Security account numbers being used?

b, To correct postings of wages to other accounts?

¢. To assist IRS in obtaining retroactive household
compliance with payment of FICA and to properly post
such taxes to wage records of either illegal aliens or
newly legalized aliens?

d. To issue Social Security account numbers to newly
legalized aliens and their spouses and dependents?
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2. Recently, SSA reduced the length of time it tock to post
new earnings and recalculate benefits from 36 months to 18
months. Now SSA claims to have reduced the processing time to
seven months. SSA processes overpayments faster, however, than
it recalculates benefits even though both were based on the same
earnings.

a. Are overpayments still recovered more quickly than new
benefits are recalculated?

b. Why can't SSA process both underpayments and
overpayments within the same time frame?

3. Despite the staffing cuts and additional responsibilities,
SS4 insists that the quality of service has not and will not
suffer. Given those representations, is it safe to assume that
S54 would support the passage of a legally enforceable bill of
rights for Social Security beneficiaries and contributors? If
no, why not?

b, As you know, on November 10, the President signed into law
an amendment to the Social Security fct that would make
permanent the existing temporary Section 1619. This permits
disabled persons, including those who are mentally disabled, to
enter the paid labor force without the fear of losing their
Medicaid and SSI benefits should they be unable to make a smooth
transition from this assistance to self-sufficiency.

a. Since only 7,000 of the 2.3 million working aged SSI
recipients were taking advantage of this protection
when it changed from temporary to permanent status,
what will your office do to increase the number of
disabled persons who are meaningfully employed?

b. What training initiatives will you undertake in this
regard?

5. The Committee believes that knowledgeable attorneys should

be available to assist disabled people with the complexities of

the system. It is our understanding that just before she left,

Acting Commissioner McSteen had for review an SS& draft proposal
that would have greatly simplified the process and standards for
paying attorneys fees,

a. What happened to this SSA proposal?
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b. We are told that SSA/Office of Hearings and Appeals has
been changing the rules on attorneys fees. Is that
correct?

¢. Please supply the Committee with copies of all
issuances on attorneys fees in the last year. This
should include all guidance to ALJs and SSA staff,
regardless of whether it was published for notice and
comment.

5. In 1984, Congress required SSA to initiate demonstration
projects in which disabled individuals would meet face-to-face
with the State DDS disability adjudicator before a decision is
made at the initial level, both in application and terpination
cases.

a. How have the budgetary cuts affected these projects?

b. Please supply the Committee with copies of all
materials establishing the projects and explaining how
they are being conducted.

The Aging Committee is keeping the hearing record open and
will be placing our follow-up questions and your anawers in our
print of the hearing's proceedings. It is our intention to
submit these additions to the record by April i7, 1687.
Therefore, we request that you relay your answers to the above
questions prior to that date.

Your continued cooperation in this matter is appreciated
and we look forward to your responses.

Sincerely,

3
gA Czairman ( Janking Mir@mber
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Answers to Questions from the
Senate Special Committee on Aging

It is our understanding that SSA proposes to reduce staff by
2,454 in fiscal year 1988 in addition to the 3,695 reauction
already taking place in fiscal years 1986 and 1987. This is
in line with the Administration s proposal in 1985 to
eliminate 17,000 staff, or 21 percent, in 5 years through
fiscal year 1950. Since then, Congress, through tax reform
and the new immigration law, has required 6SA to verify Social
Security numbers to aid employers in complying with the
immigration Taw and to have all children over the age of 5
appiy for Social Security numbers. However, the SSA has not
modified its staff reduction plan. How many stall persons
will be required to comply with the Immigration Act amendments
alone, that 1s:

a. To verify Social Security account numbers being used?

b. To correct postings of wages to other accounts?

c. To assist IRS in obtaining retroactive household
compliance with payment of FICA and to properly post such
taxes to wage records of either illeqal aliens or newly
legalized aliens?

d. To issue Social Security account numbers to newly
legalized aliens and their spouseés and dependents?

The current budget request for FY 1988 is based on estimated
workloads, and savings expected from planned management,
procedural and systems changes. The FY 1988 agency work year
estimate incorporates the anticipated increased Social
Security number workloads resulting from the Tax Reform Act of
1986 and the Immigration Reform and Control Act of 1986. For
budget purposes, we have assumed that most of the tax related
work will be dcone in FY 1988.

Preliminary estimates show that about 2,500 workyears may be
required to process the additional enumeration work resulting
from the Tax Reform and Immigration Reform legislation. We
also expect that immigration reform may produce an increased
number of earnings discrepancies to be resolved, although we
have no estimates at this time of the magnitude of this
potential workload. As we gain experience with implementation
of this legislation SSA will be in a better position to assess
the impact of these activities on our workload and resource

requirements.
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Recently, SSA reduced the length of time it took to post new
earnings and recalculate benefits from 36 months to 18 months.
Now SSA claims to have reduced the processing time to

7 months. SSA processes overpayments faster, however, than it
recalculates benefits even though both were based on the same

earnings.

a. Are overpayments still recovered more quickly than new
benefits are recalculated?

b. Why can't SS5A process both underpayments and overpayments
within the same time frame?

Over the past several years, as we have posted earnings at
earlier points in time, we have simultaneously accelerated
both our earnings enforcement overpayment detection operations
and our Automatic Earnings Reappraisal Operation for
recomputing benefits. This year, the enforcement operations
{based on 1985 earnings) were completed in January 1987, and
the 1985 earnings recomputation operations were completed in
March 1987. The 2-month span between the operations has
existed for several years now. We plan to conduct the
enforcement operation for 1986 earnings in the October-
November 1987 period and the recomputation operation in
January 1988.

Enforcement operations are conducted before recomputation
processing as a matter of policy. We believe that it would be
a poor business practice to increase benefits based on
earnings and then tell some beneficiaries that both the
original and increased benefits represented overpayments.
While concurrent processing would obviously represent the
optimum solution, the state of our current system and software
precludes this. The systems processes are separate and
require major operations to conduct. The 2- t¢ 3-month time
separation is the best that can be achieved in our current
environment. Once full modernigzation is in place,
simultaneous enforcement-recomputation processing should be
possible.



198

Despite the staffing cuts and additional responsibilities, SSA

insists that the gquality of service has not and will not

suffer., Given those representations, 1s it safe to assume
that SSA would support the passage of a legally enforceable
bill of rights for Social Security beneficiaries and
contributors? If no, why not?

The rights of individuals to benefits and to appeal adverse
decisions under the Social Security program are clearly
established by law. The Social Security Act provides detailed
requirements for entitlement to benefits and for the appeal of
adverse determinations made by the Social Security
Administration (SSA).

Throughout its 50 year history, SSA has been firmly committed
to providing the best possible service to the public in an
effective and efficient manner. Recent General Accounting
Office reports document that SSA has maintained or improved
its service to the public over the last few years, in terms of
client satisfaction and performance measurements.

We have not identified a need for any additional guarantees
that might be contained in a bill of rights, which are not
already fully provided for in existing law, regulations and
operating procedures. However, our procedures and operations
are being evaluated constantly both idternally and by external
oversight entities, and we will continue to make every effort
to use the valuable feedback gained from these evaluations to
maintain and improve our service to the public.
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As you know, on November 10, the President signed into law an
amendment to the Social Security Act that would make permanent
The existing temporary section 1619. i8 rmits sable
persons, 1ncIud§ng those who are mentaiiz disapbieg, to enter
the id labor force without the fear of losing their Medicaid
and Sgi Penefits should Lhey be unable to make a smooth

transition from this assistance to selt-sufficiency.

a. Since only 7,000 of the 2.3 million working aged SSI
Teclplents were Laking advantage of this protection when
It cEan ad Irom temporary to permanent status, what will
your o!?{ce dc to increase the number of dlsabled persons

who are meaningfully employed?

b. What training initiatives will you undertake in this

regard?

As of December 1986, there were almost 2 million blind or
disabled SSI beneficiaries who were between the ages of 18 and
65. As of January 1987, there were 9,000 individuals eligible
under the provisions of section 1619. We estimate that
approximately 55,000 individuals have, at one time or another
since January 1980, been eligible under the provisions.

As required by law, we will tell every adult disabled or blind
recipient of potential eligibility for section 1619 protection
in the event of work despite condition. This information will
be included in the notice of SSI eligibility. In addition,
the same information will be given to any disabled or blind
individual at the time monthly earnings of $200 or more are
reported and periodically thereafter.

In order to increase the numbers of participants under
section 1619, we are also mounting a public information
campaign at the national and local levels to reach
organizations that work with the disabled to let them know
that SSI recipients can work without losing their disability
status.

SSA's current and ongoing outreach/liaison plans include:

[ Meetings at national and regional levels with
representatives of groups that provide support and
services to disabled and blind people to advise them
about pending changes in 1619 provisions and to review
existing work incentives.

o Designation of a Work Incentives Liaison in every
district office who will be responsible for initiating
and maintaining outreach efforts with local advocacy
groups and organizations that provide services to
disabled and/or blind individuals. Backing up this
Work Incentives Liaison is a network of work incentive
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experts fanning out from central office specialists to
a work incentives specialist in each regional office.

SSA will provide a videotape and training package on
work incentives that will be used for training staffs
of provider organizations. SSA will also be working
with the Office of Education and State Vccational
Rehabilitation Agencies {VRAS) to involve local VRAs
in joint training sessions and other informational
activities with local SSA offices.

Distribution in late May or early June of a special
Public Information Program Circular on work incentives
to field offices (F0Os) and organizations with special
interest in SSA‘s programs.

Publication of an article on work incentives in the
"Commissioner’s Corner” column which is carried in
approximately 1,200 newspapers across the country.

Release to FOs before July 1 of a revised model
presentation for use in making speeches on work
incentives before intecrested organizations.

Revigion and updating of the "Redbook"--"A Summary
Guide to Social Security and S$SI Work Incentives for
the Disabled and Blind" for distribution to State
vocational rehabilitation agencies and other service
agencies and organizations. This booklet is designed
to assist professional workers in the public and
private sector who work with disabled pecple. One
hundred thousand copies will be printed.

In addition to these efforts to increase public awareness of
section 1619 protection, SSA is also actively using the
demonstration authorities provided in the Social Security Act
in several initiatives intended to increase the number of SSI
recipients who return to work. These are the:

C

Vocational Rehabilitation and Employment
Demonstrations

In the spring of 1987, SSA is planning a grant
announcement for rehabilitation and employment
demonstrations. The objective will be to test
innovative approaches to encouraging and assisting
SSDI and SSI disabled and blind recipients to return
to work. As a first step, on March 10, 1987, SSA
published the public inquiry notice requesting public
recommendations of priority areas for the spring 1987
grant announcement.

The March 10, 1987 notice was sent to over 300
organizations, including a variety of networks known
to be interested in the disabled and blind.
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o Transitional-Employment Training Demonstration

SSA is presently conducting a demonstration of
transitional-employment training for mentally retarded
SSI recipients.

In demonstrating the effectiveness of
transitional-employment training, this project
incorporates utilization of the protections ¢f SSI
payments and Medicaid afforded by section 1619.
Initial results will be available in October 1987.

[} Project to Improve Communication and Marketing of Work
Incentives

SSA has contracted with Portfolio Associates, a
marketing research firm, for development of more
effective methods of presenting work incentives and
encouraging their use. While this project targets on
the Social Security disability (SSDI) beneficiaries,
it will also affect the supplemental security income
population,

Portfolio has completed a series of focus group
interviews with beneficiaries, physicians,
rehabilitation counselors, employers and SSA claims
representatives on factors influencing return to work.
It also has been reviewing SSA materials

{e.g., leaflets) for communicating work incentives.
It is about to complete a final round of focus group
interviews in preparation for field testing new
communication and marketing approaches involving
beneficiaries, SSA staff, and rehabilitation
providers.

The following initiatives are planned to train SSA staff to
implement revised/permanent 1619 provisions effective July 1,
1987. Training will also review existing SSI work incentives
and explain how section 1619 provisions interact with

title II disability provisions in some instances.

o

Creation of a three-level training package for internal
training and outreach activities. The first part consists
of a videotape and an accompanying lecture/discussion
package that will introduce the work incentives provisions
and show how they reduce barriers to work. Part two will
provide enough information eo that participants will know
when different work incentives should be considered. The
third, and most technical part of the package, will be
delivered to SSA staff responaible for adjudication of
work incentives. Completion of all three levels of
training is designed to produce a high level of expertise
in all aspects of the work incentive provisions among all
SSA public contact employees.
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o National-level training of regional Work Incentive
Specialists in May.

o The Work Incentives Liaison in each district office will

plan, direct, and conduct work incentives training
activities and evaluate the effectiveness of training.

The Committee believes that knowledgeable attorneys should be
avallable to assist disabled people with the comglexzties of
the system. It 18 our understandin ust before she

Yy g that 3
left, Act ng Commissioner McSteen ha or review an S5A draft
proposal that wou have greatly simplified the process ang
standards for paying attorney fees.

a. What happened to this SSA proposal?

b. We are told that SSA/Office of Hearings and Appeals
has been changing the rules on attorney fees. 18 that

correct?

c. Please supply the Committee with copies of all

isguances on attorney fees in the last year. This
should includge all quidance tO ALJs and SSA statr,
regardless of whether It was published for notice and
comment.

Proposals to simplify the process used to evaluate angd
approve fee petitions of representatives of claimants are
being considered as a part of our comprehensive review of the
entire attorney fee area. The goal is to speed up the
processing of fee petitions, reduce paperwork for claimant's
representatives, and reduce administrative costs for SSA.

SSA is not changing the basic rules on the factors we
consider in setting an appropriate attorney fee. This would
require a change in our regulations and no changes have been
propesed. We have made a procedural change in the delegation
of authority to our ALJs to set attorney fees. Up until now,
an ALJ could authorize a fee of up to $3,000:; fees over that
amount had to be approved by a Regional Chief ALJ. Under the
change we have made, if an ALJ believes that a fee above
$1,500 is appropriate, the fee petition and supporting
documentation (including the ALJ's recommendation) must be
forwarded to the Regional Chief ALJ for fee authorization.

We have made this change as an interim measure in response to
a report of the Office of the Inspector General which
concluded that SSA ALJs were generally not evaluating fee
petitions in accordance with the requlations and have at
times permitted the charging of excessive fees to claimants.
It was apparent that immediate action was needed to improve
our management of the fee approval process and protect the
economic gecurity of our beneficiaries. We expect the
delegation change will result in more consistent, uniform and
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equitable fee determinations based on our regulations. At
the same time, we will plan and implement, as gquickly as
possible, steps that will over the long term streamline the
attorney fee approval and payment process.

5¢. Issuances on attorney fees released during the period March 1986--
March 1987 were submitted by SSA and copiles of this information can
be obtained from the Aging Committee hearing file.
6. In 1984, Congress required SSA to initiate demonstration
rolects 1n which disabled individuals would meet
gace-to-face with the State DD5 afsaSIIltz aalualcator before
a decision 1s made at the initial level, both in application

and termination cases.

a. How have the budgetary cuts affected these projects?

b. Please sugglx the Committee with cogies of all materials
establishing the projects and explaining how they are

being conducted.

SSA has allocated adequate funds for the participating States to
conduct the demonstration projects. We provided funds for
increased travel costs and potential increased medical costs
associated with the projects. In addition, demonstration project
cases involving face-to-face interviews are being double counted
toward workyear realization. This means that if the State
workload realization exceeds 100 percent with the double count, we
will take action to provide additional funds or reduce other
workloads.

While workload and funding concerns caused some States to
reconsider their prior commitments to participate in the
demonstration projects, we were able to substitute other suitable
States for those which withdrew participation. Ten States--
Arizona, Michigan, Mississippi, New Mexico, Washington,
California, Filorida, Maine, Missouri, and New Jersey--are -actively
participating as required by the legislation.

(The Notice of Proposed Rulemaking, the final regulation implementing the project,
and the operating instructions used to process demonstration cases were submitted
by SSA and coples of this information can be obtained from the Aging Committee
hearing file.)
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The CHairMAN. Now we're going to hear from two aging advoca-
cy organizations. If you’ll both come up to the table at the same
time.

Mr. Eugene Lehrmann, American Association of Retired Persons,
and Mr. Jacob Clayman, president of the National Council of
Senior Citizens.

Mr. Lehrmann?

STATEMENT OF EUGENE LEHRMANN, AMERICAN ASSOCIATION
OF RETIRED PERSONS; ACCOMPANIED BY STEPHANIE
KENNAN, LEGISLATIVE REPRESENTATIVE

Mr. LEHRMANN. Good afternoon and thank you, Mr. Chairman. I
am Gene Lehrmann, a member of the Board of Directors of the
American Association of Retired Persons. The Association, repre-
senting the interests of more than 24 million persons age 50 and
over, appreciates the opportunity to testify on the impact of the
Administration’s budget proposal on older Americans.

Older Americans have a major stake in the debate over the defi-
cit and how to reduce it. Our members understand the threat the
deficit poses to our Nation’s economy, and also do not want to pass
on a legacy of debt to their children and grandchildren. While the
poverty rate for older Americans has declined, 8.5 million elderly
persons are below the poverty line and more than one in five older
Americans live on subsistence income within 125 percent of the
poverty line.

Mr. Chairman, we share your particular concern about the effect
of changes in Medicare on older Americans. Since 1981, Medicare,
Medicaid, and other health programs have been reduced by over
$30 billion. The Administration’s fiscal year 1988 budget proposes
an additional cut of $6 billion in Medicare and Medicaid. Medicare
already pays for less than half of an elderly person’s health bills;
yet, the Administration’s budget would have older Americans pay
an even greater share of health care costs.

I refer you to the chart that we have posted over here on the
side. Unless Congress modifies these proposals, the devastating
result will be less access to health care for the Nation’s elderly and
higher out-of-pocket costs for beneficiaries.
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AARP has serious reservations about suggested cuts in many do-
mestic programs that benefit low income persons of all ages. The
proposed elimination of the Section 202 housing program is but one
illustration of the impact that the Administration’s budget propos-
als will have on our Nation’s most vulnerable population. The Sec-
tion 202 program is critical because it gives low income elderly and
the disabled access to affordable homes especially adapted to their
needs. Funding for the program already has plunged by 40 percent
since 1979. Long waiting lists for existing projects indicate an
unmet need for this specialized housing that will only be exacerbat-
ed if Congress cuts the program.

Finally, the Association is concerned about the impact of the pro-
posed reduction of almost 4,000 staff at the Social Security Admin-
istration. High quality service has been SSA’s hallmark, and we be-
lieve it should continue in their mission. Despite SSA’s contention
that its new computer system will compensate adequately for the
reduced staff, beneficiaries complain of a growing lack of respon-
siveness by agency personnel. The most accessible part of the
Social Security system, the local SSA office, could be threatened be-
cause there simply would be not enough staff to keep offices open.

The Association has consistently supported deficit reduction ef-
forts that meet the dual tests of fairness and effectiveness. We be-
lieve that Congress should adopt a budget that includes revenue in-
creases, restraints in defense, and reductions in the rate of growth
of health spending. Also, further cuts in domestic spending should
not be achieved through benefit reductions in human services. The
Association’s members want to see the deficit come down further
and are prepared to work to that end in a way that does not inflict
an inequitable burden on any one group of Americans.

Mr. Chairman, we will try to answer any questions that you
might pose.

The CHAIRMAN. All right. Thank you very much, Mr. Lehrmann.

[The prepared statement of Mr. Lehrmann follows:]
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The American Association of Retired Persons (AARP}, with
more than 24 million members above the age of 50, appreciates the
opportunity te comment on the impact of the Administration's FY
1988 budget proposal on older Americans. The Association
commends you, Mr. Chairman, for convening this hearing in a
timely manner.

AARP supports a fair and effective deficit reduction
straregy, one that recognizes past sacrifices and distributes
future deficit reduction burdens equitably among all Americans.
Our members are vitally concerned about reducing the deficit.
They understand the threat the deficit poses to our nation's
economic well-being and alsc do not want to pass on a legacy of
debt to their children and grandchildren.

The Association urges lawmakers and the Administration to
consider two essential factors in their budget deliberations.

L] First, while the elderly poverty rate has declined,

cne in five older Americans still live on a substinence

income -- within 125 percent of the poverty line. &as

subgroups, minority elderly and older women living
alone experience an even higher poverty rate than other
older Americans. (See appendix.;

. Second, that escalating health care costs place a

significant burden on older Americans, the majority of

whom live on fixed income.
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An evaluation of the Administration’s FY 88 budget suggests
that these two factors were not adequately taken intc account.
Fortunately, in previous years Congress has socught to restore
balance to other budget proposals. An analysis of specific
proposals impacting the elderly is detailed below.

Medicare and Medicaid Reductions

The Administration's budget relies too heavily on cuts in
health care as a way to reduce the federal deficit. The
Association acknowledges that since 1981 certain cutbacks in
Medicare were necessary t¢ protect the Hospital Insurance trust
fund. However, these reductions in Medicare and Medicaid have
placed increasing stress on older persons. Cuts made in the name
of deficit reduction have in fact had little effect on reducing
the deficic but have seriously threatened the elderly's access to
health care.

puring the next decade, the Medicare population will grow by
18 percent. The number of elderly over age 85 will increase by
50 percent. Massive reductions in health care programs must not
be made at a time when the number of older Americans who need
these services is increasing.

Medicare already pays for less than half of an elderly
person‘s health bills, yet the Administration's budget would make
older people pay an even greater share of health care costs. For
example:

] The FY 88 budget increases Part B premiums. Under

this particular proposal, three scparate premiums would
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be established for new and current beneficiaries and
third party payers. Premiums for current enrollees
would be set at 25 percent of program Costs. New
enrollees would pay 35 percent of the program costs,
and the premiums for third party payers would be set at
50 percent of program costs. Beneficiaries who are
already paying over 60 percent of part B physician

charges would pay even more under this new tiered

system.
[ The Administration's budget proposes to reimburse
hospital-based radiologists, pathologists and

anesthesiologists a prospectively determined fee
instead of the standard fee for service. The proposal
would allow these physicians, who would not be required
to accept assignment, to charge beneficiaries an
additional fee.

® The budget proposes to delay eligibility tor
Medicare. Under current law, eligibility for Medicare
begins on the first day of the month in which an
individual's 6§5th birthday occurs. The Administration
has proposed delaying eligibility until the first day
of the month following the month in which an enrcllee's
65th birthday falls.

® The President's budget provides for the expansion of
Medicare vouchers. Under this proposal, Medicare

beneficiaries would have the option of receiving a
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fixed-sum or credit to purchase private health
insurance in lieu of Medicare coverage. The current
cption under which beneficiaries may enroll in HMCs
would be expanded to include Preferred Provider
Organizations (PPOs). Establishing this voucher system
for Medicare beneficiaries could lead to the
development of multiple health plans. If this occurs,
the national standards, quality safeguards, and appeal
mechanisms guaranteed beneficiaries under the current
system would disappear. _

) For the <third vyear, the Administraéion's budget
proposes to reduce federal Medicaid payments to states
by $1 billion in FY 88 and institute a reimbursement
cap 1in subsequent years. States have already
drastically cut Medicaid eligibility and services to
meet previously enacted reductions in federal matching
funds, and these new proposals would further threaten
the health and financial security of low income elderly
people, particularly frail nursing home residents.

e The FY 88 budget proposes to eliminate states'
discretion over Medicaid transfer of assets rules and
would require states to review any transfer of assets
that occurred up to two vyears before an individual
applies for Medicaid benefits. current law allows
states to set guidelines for transfer of assets and to

penalize a person who disposes of assets to gain
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Medicaid eligibility. 1If <chis discretionary authority

is eliminated and statées are required to review any

transfer of assets before granting Medicaid, this could

result in delayed Medicaid eligibility for those
individuals most in need of care.

Proposals like those included in the President's budget
threaten the quality of care €£for older Americans. We urge
Congress to reject these latest proposals and take a more
balanced approach to deficit reduction.

Social Security

Because of the changes in Social Security benefits enacted
in 1981 and 1983, the cumulative reduction in benefits between
fiscal years 1982 and 1985 was $8.7 billon. By 18390, reductions
in 1981 and 1983 are expected to save over $50 billion. These
changes were especially damaging to low inceme elderly, who, at
the same time, were also exXperiencing significant reductions in
other federal social programs and in Medicare and Medicaid.

Fortunately, the President's FY 88 budget calls for no
reduction in benefits for those receiving Social Security. AARP
applauds the President for recognizing that Social Security,
funded by dedicated payrcll taxes and currently building a
reserve, is not contributing to the deficit.

However, the budget proposes reducing the staff at the
Social Security Administration (SSA), by almest 4,000 persons.
SSA  contends its modernized computer system will improve

productivity and service and that the net effect of the staff
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reductions would be imperceptible. However, complaints from
recipients indicate a growing 1lack of responsiveness by agency
personnel. Furthermore, a recent General Accounting Office
report indicates that the accomplishments of the Claims
Modernization Project (CMP} have been limited. For example, the
goals of the CMP have been reduced and post entitlement
processing programs virtually eliminated. Personnel decreases
that result in questionable savings are unwise.

Adequate staffing at SSA is a sericus cconcern, and high
quality service has been and should continue toc be the missicn of
SSA. This vyear's proposed cuts, coupled with previocus
reductions, would exacerbate existing service problemé such as
long lines, poorly trained and/or overworked staff, and delays in
reaching telephone service centers. Exaggerated claims of
efficiency will ultimately lead to lower quality service, and
higher incidence of errors and higher costs. 1In addition, the
most accessible part of the Social Security system, the local SSA
office, could be endangered because there simply would not be
enough staff to Keep coffices open.

Programs Affecting Low Income Elderly

wWhile some reductions in Social Security and Medicare are
probably inevitable given the precarious state of the 014 Age,
Survivors and Disability Insurance and Hospital Insurance trust
funds, reductions in low income programs lack any such rationale.
Low income entitlements and discretionary spending programs have

been especially battered by a spending assault. A significant
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portion of older Americans receive benefits from ocne or more of
these important programs. Thus, these elderly recipients have
endured a double or triple jab instead of a single devastating
blow caused by Medicare and Social Security benefit reductions.

As in the past, this year's proposed budget slates several
low income programs for freezes or cutbacks. In some cases,
outright elimination has been suggested. The impact of these
proposals are detailed below.

1. Housing

Many older Americans receive federal assistance through a
number of initiatives. Some fund new housing construction, some
help underwrite the cost of shelter, and some are used to
renovate existing buildings.

The Section 202 housing program is of particular importance
to older Americans. The Administration proposes to eliminate
Section 202 housing for the elderly and handicapped by reducing
the FY 87 funding level and shifting the reduced funds into FY
88. The program would be terminated once the FY 88 funds are
exhausted.

The Section 202 housing program makes loans to non-profic
sponsors to construct housing with special features and services
that would not be available or affordable to low income older and
disabled persons in the marketplace. Such features include
lowered countertops, non-slip floors, gradb bkars, extra wide
doorways. These adaptations allow Section 202 residents to

maintain the fullest measure of independence and security.



215

Long waiting lists for existing projects -- and a very low
turnovey rate in occupancy -- indicate the success of the program
and the growing problem of unmet needs for this type of
specialized housing. Ending the 202 program would compound the
hardships for the population.

The full range of the Administration’'s housing proposals,
too numerous to elaborate in this testimony, have jeopardized the
overall availability of low income housing over the last several
Years. The Administration's ongoing efforts to substitute
housing vouchers for existing érograms have exacerbated the
shortage of low income housing stock. Furthermore, reduced
funding for modernization and rehabilitation has forced many
persons to live in substandard and decaying homes without any
prospect of improvement.

2. Epergy Assistance

The Low Income Home Energy Assistance Program {LIKEAP] helps
low income households pay home heating and cooling bills. Over a
third of all participating households are elderly. The
Administration proposes to reduce the Low Income Home Energy
Assistance Program from this year's level of $1.85 billon to $1.2
billion. Older persons' heightened wvulnerability to weather
extremes makes them particularly susceptible to harm from reduced
spending.

3. Nutrition
The adegquacy of older Americans' diets 1is ensured through

secveral programs. Food stamps trepresent a direct purchase
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subsidy, while other programs provide meals tc clder persons
directly.

The Administration proposes reducing the food stamp
allotment for households that also receive energy assistance.
since older persons represent a disproportionate share of
households with LIHEAP assistance, they would be especially hard
hit by such a proposal. Also, the increased asset limit, which
makes it easier for low income elderly single persons--
especially older women living alone -- to receive benefits, would
be repealed. In addition, more severe food stamp error rate
sanctions would be levied on the states, causing a larger drain
on state revenues and endangering state support of cother low
income programs, such as Supplementary Security Income (SSI}.

Other nutrition programs serving the elderly would alsc be
cut back. Title III Congregate and Home-Delivered Meals would be
frozen at pre-sequestered FY 86 levels. The Administration would
also change the Nutrition Program for the Elderly to a formula
grant rather than a program on a per meal basis

4. Social Services

A range of social service programs enable all low income
people to receive essential services that link them to their
community. A reduction, or, even worse, an elimination of such
services could result in greater social and ecconomic costs than
if these services were maintained at present levels. In the case
of low income older persons, the absence of such services could

lead to premature and unnecessary institutionalization.
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The FY B8 budget proposes to lump together 26 federally-
funded soclal programs into a generic appropriation of $2.2
billion. The Office of Human Development Services would decide
how to allocate the appropriated funds among the programs. Under
such circumstances, cobtaining increased funding for a specific
program would be much more difficult and programs would in
essence, become competitors for these federal funds.

Conclusion

The Association has consistently supported a deficit
reduction efforts that meets the dual tests of fairness and
effectiveness. AARP urges the Administration and Congress to
address the deficit primarily by (1} continuing to apply the same
scrutiny to defense spending as has been applied to non-defense
spending; {2} restoring the revenue base to a more fiscally
prudent level; and (3) reducing the rate of growth in health
spending by enacting reforms to slow cost increases for all
Americans. In addition, further reductions in domestic spending
should not come from benefit reductions in human services.

The Association understands that c¢rafting a budget which
meets this year's Gramm-Rudman-Hollings mandated goal of a $108
billion deficit is a Herculean task.

The Association recognizes that adjusting the target to
reflect the performance of the economy may be necessary. Some
will see any adjustment in the targets as a dangerous precedent,
while others will understandably see this as an attempt to
unravel Gramm-Rudman's £iscal discipline. That is not our
purpese. We continue to support deficit reduction and efforts
toward its accomplishment in a way that does not inflict an

inequitable burden on any one group of Americans.
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The CHaiRMAN. We'll first hear from Jake Clayman and then we’ll
have some questions.
Jake?

STATEMENT OF JACOB CLAYMAN, PRESIDENT, NATIONAL COUN-
CIL OF SENIOR CITIZENS; ACCOMPANIED BY ENID KASSNER,
SENIOR POLICY ANALYST

Mr. CLayMAN. Mr. Chairman, first, I have with me one of our
associates, Ms. Enid Kassner.

I welcome this opportunity to appear for the first time before
your committee since you took over the job of chairman, and I
muspbsl:,ay that I personally am grateful that events have made this
possible.

The CuairMAN. It may be the first time, Jake, but it isn’t going
to be the last time.

Mr. CLaymaN. Well, I hope not, sir. In any event, we welcome
this opportunity to address the impact of the President’s proposed
budget on our Nation’s elderly. In doing so, it is important to view
this budget in the historical context of recent budget action.

Over the past 6 years our Nation has witnessed a fundamental
shift in the attitude of the Federal Government toward its respon-
sibility for our poor and vulnerable citizens. This change in atti-
tude has resulted in legislative action which has cut billions of dol-
lars from Federal programs for children, the elderly, and the poor.
Despite these cuts, Federal budget deficits grew to over $200 billion
in 1986, due in large part to excessive military spending and reve-
nue decreases. In 1985, the Urban Institute, one of the Nation's
most respected think tanks, undertook a study to determine wheth-
er the truly needy have been protected from budget cuts, and this
was their conclusion: “The promise of Federal protection for the
truly needy and maintenance of a Federal effort on their behalf
has not been met with respect to the low income elderly.” That’s
desperately true, unfortunately.

It is these vulnerable elderly citizens who have suffered the most
from Federal budget cuts. The President’s fiscal year 1988 budget
proposal, once again, would cut deeply into domestic programs by
allowing military spending to grow excessively. It claims to reach
the $108 billion Gramm-Rudman-Hollings deficit target by using
unrealistic economic assumptions and relying upon many ‘“one
time only” loan and asset sales.

According to the Congressional Budget Office, the 1988 deficit
under the President’s budget actually would be $134 billion. As in
the past, programs for the elderly have been singled out for some
of the deepest cuts, particularly in the areas of health care and
housing. The impact on programs for the elderly is as follows:

According to the CBO’s budget analysis, Medicare would be
trimmed $5.1 billion in 1988, and $52.7 billion over 5 years. The im-
portant fact is that nearly one-third of the total cuts would result
from increased beneficiary costs. For example, the Part B premium
for new Medicare beneficiaries would increase by more than one-
third from 25 percent of program cost to 35 percent. Premiums
paid by third parties, such as State Medicaid programs, would in-
crease to 50 percent. Initial Medicare eligibility would be delayed
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for 1 month, saving $1.2 billion in 5 years, and what a melancholy
farce that is. Somebody becomes eligible, let’s say, on the first or
second of the month, they lose the entire month’s benefits and they
must wait until the next month. And with the poor, this becomes
almost sheer tragedy.

Forgive me. I'm digressing a minute, but I've almost come to the
conclusion that the genes of this Administration have made it im-
pervious to compassion. And if they want an instant case, that
little month indicates that what I've said is not overstated.

The Part B deductible, now $75 a year, would automatically in-
crease each year, tied to the rate of the Medicare Economic Index.
This would save $400 million over 5 years, adding to the out-of-
pocket costs for the approximately 70 percent of beneficiaries who
meet the deductible each year. Recent Medicare expansions cover-
ing optometrists, occupational therapy, physician assistants and
kidney dialysis would be repealed for a savings of $400 million.
And what’s to become of the poor who are afflicted by these health
hazards is more than I could even imagine in my wildest concep-
tions.

Medicaid—the Administration would permanently cap Medicaid
growth beginning with a $1 billion cut in 1988. Federal matching
rates to the States would also be reduced for a total 5-year cut of
$21.6 billion. These cuts would severely curtail States’ abilities to
provide health care to the poor. It should be noted that Medicaid is
the only source of Federal aid for long-term nursing home care for
the elderly and is available only to the poor.

Housing—virtually all new housing construction would be elimi-
nated, including Section 202 housing for the elderly and the handi-
capped. The extent of Federal commitment to housing would be an
expanded voucher program requiring the elderly, handicapped, and
the poor to find their own housing in the private market. And a
severe shortage of low-cost housing makes a voucher program unre-
alistic. Furthermore, vouchers result in savings because they are
short-term commitments, 5 years as opposed to more traditional 15
to 20-year contracts.

Low income housing in rural areas would also depend primarily
on vouchers. The Congregate Housing Service Program which helps
prevent institutionalization by providing meals and services to the
frail elderly in Section 202 andp public housing facilities, would be
terminated. Presumably, many of these beneficiaries would need to
turn to Medicaid for nursing home care as a result. Now, Social Se-
curity—some of these issues have been mentioned, and I admired
the comments of the Chair in regard to some of these observations
that I'm about to make, too.

The Administration does not propose benefit cuts in Social Secu-
rity, but they would cut its administrative funds despite a growing
number of beneficiaries. These cuts would result in staff reductions
of 2,454 in 1988 and by nearly 12,000 over 5 years.

The Low Income Home Energy Assistance Program would be re-
duced by one-third, and the Weatherization Program would be ter-
minated. I could make a bitter speech about weatherization but I
won't because you’ve been so damned patient that I mustn’t tax
your patience further.
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The research conducted under the Older Americans Act would be
cut in half. ‘

It is clear to us that this budget proposal would be soundly re-
Jected by Congress, and should be soundly rejected by Congress. I
suppose I shouldn’t say “would,” but I believe it would be, will be.

NCSC believes it is possible to develop a budget which is both
fair and responsible. The President’s budget is neither. It would
once again place the burden on the most vulnerable while allowing
continued growth in defense, and it would reduce the deficit by
using inaccurate economic assumptions and unwise one-time sav-
ings.

NCSC urges the Congress to restrain military growth and raise
revenues responsibly, and spend the necessary funds for program
improvements which are desperately needed. Specifically, we would
like to draw attention to several improvements in the area of long-
term care which are urgently needed.

When a chronic illness strikes, most older Americans find that
the long-term services that they need are not covered by Medicare
or other public programs or private insurance. As a consequence,
many elderly persons and their families pay the full cost of the
care out-of-pocket. The cost of long-term care has become the single
greatest threat to the financial security of older Americans. Even
with today’s budget framework, we feel that concrete, important
steps can be taken to improve the long-term care system in this
country.

Due to time constraints, I will mention four areas which need
attention.

One, a spouse should not be forced into poverty solely to enable
the other spouse to receive needed nursing home care, which is the
bitter fact now.

Two, the personal needs allowance of Medicaid's nursing home
residents must be raised from the pitiful level of $25 a month, As
you know, this is supposed to buy all of the things they need,
whether they smoke or don’t smoke, whether they take a beer or
don't take a beer, or whether they want a Coca-Cola or a bar of
chocolate or shaving cream or a toothbrush. We say $25 is not
enough. I'd hate to have to survive on $25 under these circum-
stances. :

Three, Medicare’s definition of “intermittent care” must not be
interpreted so narrowly as to restrict most care, which is the cur-
rent practice.

Four, funding for the Older Americans Act has not kept pace
with the growing need of an aging population, in particular the
more costly needs of the frail elderly.

There, Mr. Chairman. I've taken a lot of your time, but at least I
got it off of my chest. I'm putting it on yours.

[The prepared statement of Mr. Clayman follows:]
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My name 1is Jacob Clayman. I am President of the National
Council of Senior Citizens, which represents 4.5 million members in
affiliated ciubs throughout the country,

The National Council of Senior Citizens {NCSC} welcomes this
opportunity to address the impact of the President's proposed budget
on our natiocn's elderly. In doing so, it ig important to view this
budget in the historical context of recent budget actions.

Background: Historical Perspective on the Budget

Over the past six years, our nation has witnessed a fundamental
shift in the attitude of the Fegderal government toward its
responsibility for our poor and vulnerable citizens, This change in
attitude has resulted in legislative actfions which have ocut billions
of dollars from Federal programs for children, the elderly and the
poor.

Despite these cuts, Federal budget deficits grew to over 52060
billion in 1986 due, in large part, tc bloated military spending and
revenue decreases. While military spending was $136 billion in 198¢,
our government will spend over $300 billion for the military in
1987. Tax law changes since 1981 resulted in Federal revenue losses
amounting to $446 billion.

Shortly after assuming the office of the President, Ronald Reagan
addressed a Joint Session of Congress with the following pledge:

*Those who through no fault of their own
must depend on the rest of us, the poverty
stricken, the disabled, the elderly, all
those with true need, can rest assured that
the social safety net of programs they depend
on are exempt from any cuts.®

February 18, 1981

An  examination of Federal programs serving the elderly,
especially those "safety net® programs which serve the poor, reveals
that this pledge has been violated. Without a doubt, senior citizens
are significantly worse off now than when President Reagan took
office, especially those who are poor and most dependent upon
government services.

During each of the past five years, cuts have been enacted in
the very safety net programs the President promised to protect,
Those cuts were propesed in the President's budgets and enacted by
the Congress.

As the safety net wore thinner, the President and many members
of Congress continued to ignore the hardships that budget cuts were
imposing on our nation's elderly and poor. Despite strong evidence
to the contrary, the Administration has continued to insist that the
"safety net" remains intact. The discrepancy between some of the
President’s statements and the real hardships faced by persons cut
from services is astonishing.
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According to the Congressional Budget Officel/, legislative
actions taken between January 1981 and July 1983, resulted in the
following Federal budget cuts (in billions of dollars}! for fiscal
years 1982 - 1985:

Social Security - %24.1
Food Stamps - §7.0
Housing Assistance - $1.8
Low-Income Energy Assistance - $0.7
Medicare - §13.2
Medicaid - $3.9
Community Services Block Grant - $1.0
Social Services Block Grant - s$2.9

A1l these programs do not serve only the elderly or only the
pocr, and all the budget reductions were not direct cuts in benefits.
But the cumulative impact of these changes has been seriously eroded
Federal support for vital human service programs.

In 1985, the Urban Institute, one of the natioh's most respected
think-tanks, undertook a study to determine whether, in2/fact, the
"truly needy®" had been protected from budget cuts.= Their
conclusion: %_..the promise of federal protection for the truly
needy and maintenance of federal effort on their behalf has nct been
met with respect to the low-income elderly.”

The authors went on to state that, "changes in the major federal
programs of Medicare, Medicaid, food stamps, housing, and transporta-
tion assistance have affected the low-income elderly in negative
ways. " According to the report, T“the poor elderly often face
impossible choices among food, shelter, utilities, and health care.”

In addition to budget cuts enacted by Congress through the
regular legislative process, the Gramm-Rudman-Hollings deficit
reduction scheme heaped additional burdens on already-strained
pPrograms. Wwhile many programs for the poor were exempt from cuts,
others such as the Older Americans Act programs and Low-Income Energy
Assistance took a 4.3 percent cut in FY 1986, as a result of the
Gramm-Rudman-Hollings budget seguestration.

what Comprises the "Safety Net" for the Elderly

older persons depend more heavily on Federal assistance than any
other age group. Social Security comprises the single largest source
of income for the elderly and is received by over 90 percent of older
Americans., Medicare, also, is received by nearly all older persons,
but does not cover many essential services such as prescription drugs,
eyeglasses or hearing aids.

Medicare recipients must pay deductibles and co-payments for
services and these out-of-pocket costs have escalated rapidly in
recent years. For example, the Part A hospital deductible paid cut
cf pocket by Medicare beneficiaries has risen from $204 in 1281 to
$520 in 1987. Daily co-payments {after 20 days) for care in a skilled
nursing facility have risen from $22.50 in 1381 to $65 in 1987.
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A cost-saving measure was enacted in Medicare, beginning in 1984,
based on & fixed-price system for particular conditions and referred
to as Diagnosis Related Groups or DRGS. The DRG system has resulted
in shorter average hospital stays for Medicare patients. However,
many such patients are being discharged from hospitals in greater
need of supportive services and nursing care--services which are not
always readily available or covered by Medicare.

Ironically, the DRG system has also contributed to the rapid
escalation in the cost of the Part A deductible. This deductible is
based on the average cost of the first day in the hospital, Shorter
hospital stays under DRGs have resulted in higher first-day costs,
hence a more rapid increase for beneficiaries in the cost of their
deductible.

Another increase for beneficiaries has been in the cost of the
Medicare Part B insurance premium. Increases in this fee were
formerly limited to the same percentage as the Social Security cost-
of-living adjustment. They now equal 25 percent of total program
cgsts. Appendix A illustrates the impact on beneficiaries of this
change. .

Low-income elderly persons may receive medical assistance
through Medicaid, which is the major Federal-State program that
finances health care for the poor. Medicaid is alsoc the major source
of public financing for long-term care, most notably, nursing home
care, But while 3.2 million elderly persons receive Medicaid
benefits, they reach only one-third of the non-institutionalized
elderly poor.

The Medicaid program lost $1 billion a year in Federal matching
funds between fiscal years 1982-1984 due to budget cuts. As a result,
most states have had to restrict eligibility criteria and limit
services provided,

Many elderly persons do not need to be institutionalized, yet
they need help with tasks of daily living to remain independent. The
Federal government provides funds to states through the Older
Americans Act and the Social Services Block Grant (Title XX) to fund
many of these needed services such as: senior meals programs,
transportation and homemaker assistance. But these funds are limited
and most programs must maintain waiting lists,

Supportive services such as these are essential to prevent
premature institutionalization as an older persen becomes more frail.
Premature institutionalization is not cost-effective. It is also
demeaning to the dignity of the older person who may need just a
moderate degree of assistance in order to remain independent. But
without regard for the long-term impact, funding for these programs
has been cut.

New Federal spending on housing production and assistance has
been cut by two-thirds since 1981. Although a study by the
University of Michigan found a need for construction of 275,000
elderly housing units per year, new construction in the major Federal
elderly housing programs has been cut from an average of 84,000 units
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a year in 1980-82 to less than 12,000 units in 1985. The average time
on a waiting list for elderly housing is three to five years and only
one in seven of the elderly poor receive any Federal housing
assistance.

Other problems faced by the elderly stem from inadequate funding
of programs for the poor. The major Federal income support program
for the aged, blind and disabled poor is Supplemental Security Income
{SST), but its benefits amount to just 75 percent of the poverty line
for an aged individual--2 mere $340 a month., Benefits for a couple
come to just $510 a month--about %0 percent of the poverty line.

The SSI program is designed to allow satates to supplement the
Federal benefit and, while many states provide scme supplementation,
almost none bring benefits above the poverty line., Also, many state
supplements have not been adjusted, over time, for inflation. In
addition, only about one-third of the elderly poor receive SSI,
ugually due to lack of information about the program. -

Other programs for the poor fail to address adequately the needs
of the elderly. Food stamp benefits usually amount to less than $45
a month and only about one-third of the elderly poor participate in
the program, again, usually for lack of information. The Low-
Income Home Enerqgy Assistance Program (LIHEAP}, which helps pay
heating and cooling bills of poor households, receives only enocugh
funding to sarve about one-third of those eligible.

It is clear that the "social safety net” for the elderly is not
a secure one, Yet, some have questioned how necessary a safety net
is for the elderly. Certain media reports imply that there is nc
problem of poverty among the elderly, that older persons are
uni formly affluent.

This is simply untrue. According to 1985 Census data, the
median annual income 235 men 65 and older is just $10,500 and for
women, & mere $6,313.= These numbers are lower than for any
other adult age group. The 1985 poverty threshold for an elderly
individual was $5,156, for an aged couple $6,503, Clearly, many of
the elderly who escape poverty do so by just & small margin.

In 1985, 12.6 percent of the elderly were poor and almost 21
percent fell below Jjust 125 percent of poverty. There are great
disparities among poverty rates by race and gender. WNot only is an
elderly Black woman five times more likely to be poor than a White
male, but persons who live alone and the very old (persons 85 and
over}) are twice as likely to be poor as those who live with others or
the younger old.

The following chart, drawn from 1985 Census data, reveals the
disparities in poverty rates among the aged:
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1985 Poverty Rates

Total White Black Hispanic
Men 65+ 8.5 6.9 26,6 19.1
Women 65+ 15.6 13.8 34.8 27.4
Total 12.6 11.0 31.5 23.9
Persons 65+ 20.9 18.8 44.5 34.8

Below 125%
of Poverty

It is these most vulnerable elderly citizens who have suffered
the most from Federal budget cuts. 1In addition, not only is the U.S,
elderly population increasing rapidly, but the most vulnerable
segments are growing more quickly than are the aged overall.

The contention that Federal budget cuts could be replaced at the
local level has not occurred. The Urban Institute Study found that
the combination of block grants and Federal budget cuts resulted in,
“poorer services to fewer people and made the avajlability of those
services centingent on the values and priorities of a jurisdiction.”

A study of the funding sources for Clder Americans Act prograns
conducted by the National Data Base on Aging found, *.,.no evidence...
which would suggest that state and local governments or the private
sector have the capacity or the commitment to replace lost Federal
funds or to add to the resoyrces available to meet the needs of an
expanded elderly population."2

The President’s Proposed Budget for Fiscal Year 1988 and the Elderly

The President's FY 1988 budget proposal, once again, would cut
deeply into domestic programs while allowing military spending to
grow excessively, It claims to reach the $108 billion Gramm-Rudman-
Hollings deficit target by using unrealistic economic assumptions and
relying on many one-time-only locan and asset sales.

According to the Congressional Budget Office {CBC), the FY 1988
deficit SPndez the President's budget actually would be $134
billion.= Relatively small differences in economic agsumptions
raesult in substantially larger deficit estimates by CBO.

In order to increase real defense appropriations by three
percent in 1988 and reduce the deficit, the Administration would cut
nondefense spending and increase revenues by $44 billion in 1988.
But, many of these transactions are loan and asset sales which would
reduce outlays in 1988 at the cost of increased spending later on,
according to CRO.

As in the past, programs for the elderly have been singled out
for some of the deepest cuts, particularly in the areas of health
care and housing. The impact on programs for the elderly is as
follows:
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Medicare

According to CBO's budget analysis, Medicare would be trirmed
$5.1 billion in FY '88 and $52.7 billion over five years. Nearly one-
third of the total cuts would result from increased beneficiary
costs. For example:

e The Part B premium for new Medicare beneficiaries would
increase by more than one-third--from 25 percent of program
costs to 35 percent. Premiums paid by third parties, such as
gtate Medicaid programs, would increase to 50 percent,

The following chart indicates the impact this propesal would
have on monthly premiums,.

Estimated Monthly Premiums
{By fiscal year, outlays in dollars}

1988 1989 1990 13581 1992
CBO Baseline 22.00 22.90 23.30 24,90 26.00

President's Budget
as Estimated by CBO

Current enrollees 21.70 24.00 26.50 29.30 32.30
New anrollees 30.30 33.50 37.10 41.00 45.20
Third-party payers 43.30 47.90 53.00 58.60 64.50

The increased rates for third-party payors would result in
higher Medicaid costs--about $600 million in '88--since Medicaid pays
these premiums for low-income elderly in some states. States would
not, however, receive additional Medicaid funds to absorb these
higher costs. Instead, Medicaid funds to states would be
substantially reduced.

e Initial Medicare eligibility would be delayed for one month,
saving $1.2 billion in five years.

e The Part B deductible, now $75 per year, would automatically
increase each year tied to the rate of the Medicare Economic
tndex. This would save $400 million over five years, adding
to the out-of-pocket costs for the approximately 7C percent of
beneficiaries who meet the deductible each year.

e Recent Medicare expansicns covering optometrists, occupaticnal
therapy, physician assistants and kidney dialysis would be
repealed for a saving of $400 million.

Most of the remaining Medicare proposals would affect payments
to hospitals and doctors, many of which are warranted, and by
requiring that all state and local employees be covered by Medicare.
Several provider reforms, however, would cause serious problems.

Pirst, the Administration intends to pay its bills more slowly
by increasing the number of days bills remain with the Medicare
contractors responsible for processing claims. The Omnibus Budget
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Reconciliation Act of 1986 {OBRA-86) established maximum time periocds
in which most claims must be paid. The Administration plans to slow
down payments so that the legislative limits become a minimum as well
as a maximum.

Second, the President proposes that certain hospitals which
serve a disproportionate share of low-income patients would no longer
receive reimbursement on a Periodic-lnterim-?ayment {PIP} basis.
Instead, they would be paid as their bills were submitted and
processed, thus slowing down their reimburgement by several weeks.

These proposals would simply shift $2 billien in outlays from
1988 to 1989 while creating financial hardships for some small
providers and hospitals which serve the poor. In some cases,
Medicare beneficiaries have been harassed by collection agencies when
Medicare has delayed payment of their claims.

Medicaid

The Administration would permanently cap Medicaid growth,
beginning with a $§1 billion cut in *88. Federal matching rates to
states would also be reduced for a total five-year cut of $2i.5
billion. Thege cuts would severely curtail states!’ ability to

Provide health care to the poor. It should be noted that Medicaid is
the only source of Federal aid for long-term nursing home care for
the elderly and is available only to the poor.

Housing

Virtually all new housing construction would be eliminated,
including Section 202 housing for the elderly and handicapped. The
extent of Federal commitment to housing would be an expanded voucher
program requiring the elderly, handicapped and poor to find their own
housing in the private market. A severe shortage of low-cost housing
makes a voucher program unrealistic. Furthermore, vouchers result in
savings because they are shorter-term comniitments~-five years as
oppesed tc more traditional 15-20 year contracts.

Low~income housing assistance in rural areas would also depend
primarily upon vouchers,

The Congregate Housing Services Program ({CHSP} which helps
prevent institutionalization by providing meals and services to the
frail elderly in Section 202 and public housing facilitjes would be
terminated, Presumably, many of these beneficiaries would need to
turn te Medicaid for nursing home aid as a result.

Social Security

The Administration does not propose benefit cuts in Soeial
Security, but would cut its administrative funds, despite a growing
number of beneficiaries. Thesge cuts would result in staff reductions
of 2,454 in 1988 and by nearly 12,0006 over five years.
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Low-Income Home Energy Assistance Program and Weatherization

Low-income energy 2assistance programs which serve large numbers
of poor elderly households are slated for deep reductions. Not only
would the weatherization program be eliminated in 1988, but §1ll2
million would be rescinded in 1987. The weatherization program helps

r families make their homes more energy-efficient, thereby
reducing future energy costs.

Punding for LIHMEAP, which helps pay heating and c¢ooling bills
for the poor and helps prevent utility cutoffs, would be cut by more
than one-third, from $1.8 billion to $1.2 billion in FY '88. The *87
Jevel had already been cut frem the FY '86 level of $2 billion,
although only about one-third of eligible households receive aid.

The rationale for this cut 1is that states have received
settlements from oll overcharge cases that can be used for this
program. But, there is no requirement that funds be spent on LIHEAP
and, in fact, it appears that only a small proportion of oil
overcharge funds are being spent on LIHEAP.

The Administration would also attempt to cut Food Stamp benefits
for LIBEAP recipients, dJespite Congressional prohibitions on such
restrictions.

& COMMUNITY SERVICES BLOCK GRANT (CSBG)

CSBG is scheduled for “"phase out" and would suffer a $58 million
cut in FY '88 to $310 million, with complete elimination in four
yeaxrs. This program funds services for the poor, such as fgod and
fuel assistance.

& LEGAL SERVICES CORPORATION

The legal services corporation, which provides free legal
agsistance to low-income persons, many of them elderly, would be
terminated. FY '87 funding is $305.5 million.

e AGING RESEARCH

Included in the Older Americans Act, this program would be cut
by 50 percent, or $12.5 million. Other Older Americans Act funding
for meals, services and employment would be consolidated with 26
programs into a “generic appropriation” with a 23 pexcent cut by 1992.

1+ is clear to us that this budget proposal should be soundly
rejected by the Congress. NCSC believes it is possible to develop a
budget which is both fair and responsible. The President's budget is
neither. It would once again place the burden on the most vulnerxable
while allowing continued growth in defense and it would reduce the
deficit by using inaccurate economic assumptions and unwise one-time
savings.

NCSC urges the Congress to restrain military growth, raise
revenues responsibly and spend the necessary funds for program
improvements which are desperately needed. Specifically, we would
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like to draw attention to several improvements in the area of long-
term care which are urgently needed.

When a chronic illness strikes, most older Americans f£ind that
the long-term care services they need are not covered by Medicare,

other public programs, or private Medigap insurance. As a
conseguaence, many elderly persons and their families pay the full
cost o©f their care out-of-pocket. The cost of long-term care has

become the single greatest threat to the financial security of older
Americans.

Even with today's budget framework we feel that concrete,
important steps can be taken to improve the long-term care system in
this country,

First, nearly 800,000 Medicaid nursing home residents depend on
their “Personal Needs Allowance® each month--only $25.00 a month, or
82 cents a day--to cover a wide range of living expenses not paid for
by Medicaid.

The PNA is used to purchase basic supplies like toothpaste and
shampoo, eyeglasses, clothing, laundry, newspapers and phone calls.
In 15 states, more than half of the 525 must be spent on laundry
alone., In addition to personal needs, many nursing home residents
have substantial medical needs that are not covered by state Medicaid
programs. Although the Personal Needs Allowance is not intended to
cover medical items, these residents may have to save their DNAs over
many months to pay for these costs, preventing them from tending to
personal needs. In addition, if a nursing home resident enters a
hospital, he must pay a daily fee to the nursing facility to reserve
his bed there. Even though a resident who cannot pay the bed reserva-
tion fee is likely to lose his place in the facility, 40 percent of
state Medicaid plans provide no coverage for bed reservations.

The $25 PNA has not been increased--even to adjust for inflation-
-since Congress first authorized payment in 1972. As a result, the
PNA is worth less than $10 today. This means that all recipients of
Social Security or S5I benefits have received COLAs to their benefits
since 1974, except the frailest and most vulnerable--Medicaid nursing
home residents.

The National Council of Senior Citizens advocates that Congress
increase the PNA by $10 per month, plus a COLA, in order to restore
just some of the purchasing power that nursing home residents have
lost over the years.

The second step we must take this year is to ensure that one
spouse is not forced into poverty solely to enable the other spouse
to receive needed nursing heme care.

In most states, older persons are eligible for Medicaid only if
they meet the income standard of the Supplemental Security Income
{S8I} Program which is below the Federal poverty threshold. Some
states use even moe restrictive eligibility criteria.
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At an average annual cost of $22,000, the expense of nursing
home care gquickly exhausts the resources of most persons. Only then
does Medicaid assistance become available.

when an institutionalized person with a living spouse becomes
Medicaid eligible, the 1law assumes that all marital income is
available to cover the cost of nursing home care. After one month,
the spouse at home, often the wife, may retain her own income and
resources, 1f she has apy left. Unfortunately, the wife s often
dependent upon a portion of her husband's income, in which case
Medicaid provides for a “spousal maintenance allowance.® Federal law
puts a ceilin? on this allowance comparable to the SSI income
standard or the state’'s "medically needy® standard. This usually
results in about $350 to $400 a month being allocated to the spouse
at home and, in some cases, the allowance is even less.

NCSC, as a part of & coalition of senior advocacy groups
concerned with this issue, urges Congress to solve these problems. and
the terrible choices they force seniors to make as follows: First,
end deeming of resources and income when one spouse is admitted to an
institution; second, set a uniform Federal minimum spousal maintenance
allowance equal to 150 percent of the Federal poverty 1line for
couples, plus an adjustment for shelter costs and marital income;
and, third, exclude 1liquid assets owned by the institutionalized
spouse or by both spouses jointly up to $12,000 in fajr-market value
for purposes of determining Medicaid eligibility.

A third major problem in long-term care that the Congress needs
to address this year is the unlawful and miserly limits that the
Health Care Financing Administration (HCFA) has placed on the Medicare
home health benefit. Four requirements Rrust be met in order for
Medicare beneficiaries to be eligible for Medicare home health
benefits, One of the requirements is that the patient must reguire
intermittent or part-time care. That is, if the patient needs full-
time home health care, he or she is not eligible for the benefit.
Since 1981, HCFA has used its own interpretation of the intermittent
requirement to inappropriately restrict use of the Medicare home
health benefit.

This problem has manifested itself in many ways. In 1980,
Congress removed the limit on the number of visits allowed under the
Medicare home health benefit. This action represented a major

statement by the Congress that it was fully in favor of providing
home health care to those in need and that it supported use of home
care services as a substitute for costly institutional care. In 1981,
however, HCFA issued instructions that had the effect of limiting the
length of the home health benefit to no more than two or three weeks
of part-time home health care,. HCFA has alsc interpreted part-time
to mean that even visits of only one or two hours each day constitute
full-time care. As a result, many beneficiaries who need home health
care beyond the two or three week "limit" are denied Medicare
coverage.

These definitional sguabbles might be no more than a thorn in
the side of many seniors seeking the care they need if the problem
hadn't been greatly exacerbated by implementation of the Medicare
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prospective payment system. When Congress, in 1983, moved to requirae
the PPS system for Medicare hospital services, it did so with the
deliberate reasoning that PPS wculd encourage greater use of 1less
costly, more appropriate care in post-hospital settings--specifically
at home and in skilled nursing facilities. And the health care system
has responded exactly as Congress had intended and in accordance with
the financial incentives put in place under PPS. Since 1983, hospital
discharges to home health care are up 37 percent, senior citizens are
leaving hospitals sconer and in greater need of care than ever before,
and the provider community has responded to these needs by attempting
to provide care and higher levels of care to mere individuals at home.

This natural, correct, intended result of Congress® 1983 actions
has not met with HCPA's approval, however. By all indicationg, it
would appear that HCFA is trying to restrict use of the home health
henefit to pre-1983 levels, even though the intent of Congress was to¢
deliberately encourage greater use of this type of care. And creative
uge of the intermittent definition seems to be one of the most
effective tools HFCA has in achieving this goal.

As a result of their creative energies, home health services are
jess avalilable at a time when they are more needed than ever before,
and Medicare patients are being forced to go without care they need,
or pay out of their own pockets for care that they are entitled to
under the law.

we believe that Congress should reassert its authority and its
original intent that the home health benefit under Medicare should be
available to senior citizens and that it should be used to provide
needed transition care by explicitly stating in statutcry language
that the Medicare home health benefit should be available on a part-
time basis to seniors in need of this carxe for up to 60 days,
thereafter as certified by a physician that the care is still
medically reasonable and necessary and that all other home health
requirements are met,

Finally, NCSC believes that more funding is needed for the Clder
Americans Act programs which are being reauthorized this year.

First, more persons are living to be 85 years and older and
tend to be more frail and impoverished than their younger counter-
parts. Whereas 9.4 percent of the elderly were at least-85 in 1985,
by 2010, this proportion is projected to be nearly 17 percent--an
increase of almost four million individuals. In-home and community-
based long-term caxe services can help such persons remain
independent, thus preventing costly and unnecessary institutionaliza-
tion. Another increasing group of persons in dire need- of such
services are those released "quicker and sicker® from hospitals as a
result of the DRG system. Additional resources provided now will be
cost-effective in the long run by maximizing the independence of the
frail elderly.

Second, the OAA directs that service priority be given to poor
and minority elderly, but additional funds are not provided to those
astates with large concentrations of poor elderly. NCSC advocates a
revised formula for distributing any increase in funding to more
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effectively target areas of greategst need. According to the
Administration on Aging, there has been a substantial drop in low-
income participation in meals and services provided under Title III
of the Act. Additional funds, more effectively targeted, could help
reverse this trend. Appendix B contains figures on this trend.

Third, 4increasing numbers of senior citizens want and need to
Te-enter the labor force or remain employed on either a full- or part-
time basis. Ignoring the employment needs of older workers has costly
consequences, such as increased demand for Supplemental Security
Income, Unemployment Compensation and a variety of other public
assistance programs. The Senior Community Service Employment
Program, Title V of the Oaa, provides part-time employment for low-
income persons age 55 and over in public service jobs. Although Title
V has enjoyed bi-partisan Congressional support, it currently serves
only about one percent of all eligible older workers nationwide
(approximately 64,000). Moreover, while all other titles of the CAA
received increased appropriations in FY 1987, Title V funding has
remained frozen at $326 million--without even an increase for
inflation--since 1985,

An increase of $100 million, over inflation, with a 70/30
split for Title 1III/Title V, would make important progress in
improving essential programs for poor and frail seniors.

These steps would begin to address some of the needs of the
elderly., NCSC thanks the Special Committee on Aging for holding this
important hearing.
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APPENDIX A

MEDICARE PART B SUPPLEMENTARY MEDICAL INSURANCE PREMIUM RATES

TIME MONTHLY PERCENTAGE INCREASE
PERIOD PREMIUM FROM PREVIOUS YEAR
July 1, 1975 through June 3¢, 1976 56.70 1]

July 1, 1976 through June 30, 1977 $§7.20 7.5%
July 1, 1977 through June 30, 1978 $7.70 6.9%
July 1, 1978 through June 30, 1979 $8.20 6.5%
July 1, 1979 through June 30, 1980 $8.70 6.0%
July 1, 1980 through June 30, 1981 $9.60 10.3%
July 1, 1981 through June 30, 1982 $11.00 14.6%
July 1, 1982 through Dec. 31, 1983* $12.20 11.0%
Jan. 1, 1984 through Dec. 31, 1984 $14.60 19.7¢
Jan. 1, 1985 through Dec. 31, 1985 $15.50 6.2%
Jan. 1, 1986 through Dec. 31, 1986 $15.5¢ 4

Jan. 1, 1987 through Dec. 31, 1387 §17.%0 15.5%

s*Schedule of Premium rate increase and Social Security COLA was
changed to calendar year basis.



Total § of Meals
Total § of Persons

Greatest Social Need

Greatest Economic Need

Minority

Total § of Meals
Total § of Persons

Greatest Social Need

Greatest Economic Need

Minority

Total '# of Persons

Greatest Social Need

Greatest Economic Need

Minority

m = million

Source: Administration on Aging,

241

-15-

APPENDIX B

Targeting of Older Americans Act Services

CONGREGATE MEALS

2.8 m

1.3 m
(46%)

1.7 m
{608%)

535,000
{19%)

1982
140 m
2.8 m

1.4 m
{508%)

1.7 m
{61%)

501,000
(18%}

1.5m
(49%)

1.8 m
{(56%)

591,000
{19%)

HOME-DELIVERED MEALS

5 m
568,000

361,000
(64%)

372,000
(66%)

103,000
{19%)

S1m

517,000

370,000
(72%)

349,000

(67%}

143,000

{208}

S8 m
611,000

390,000
{648%])

37¢,000
{61%)

115,000
{19%)

SUPPORTIVE SERVICES

9.1 m
4.1m
{448%)
4.7 m
{52%)

1.7 m
{18%)

1.6 m
{18%)

1.6 m
{54%)
1.6
{568}

496,000
(17%)

67 m
611,000

431,000
(71%)

388,000
{63%)

114,000
{19%)

S.1m
4.5 m
(49%)
4.3 m
{47%)

1.6 m
{18%)

Summary of Program Performance

1.6 m
{54%)

1.6 m
{53%)

475,000
{168)

75.5 m
693,000

483,000
{69%)

447,000
(64%)

120,000
(17%)
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The CHalrRMAN. Well, Jake and Mr. Lehrmann, I think it's good
testimony. I hope that this hearing record is read by committee
members and other Americans so they can contemplate some of
the truth about older Americans.

I have no argument with anybody who wants to submit facts, as
has been done earlier here today by some of those trying to point
out that the Administration’s proposals in the budget weren't as
bad as might seem, because there are factual data that can point
out that there’s more money spent than there was 15 or 25 years
ago. In fact, we looked at a budget chart that one of the Senators
had prepared to make that case.

But that’s misleading, and that’s not what we're talking about.
We're talking about the real world, the real situation as it exists
today, and no span of figures will get by these facts, at least as
found by the Villers Foundation, and I think they are accurate
facts, that the elderly have the second highest poverty rate among
age groups. The second highest poverty rate. And what's the other
age group that is higher that the elderly? Children.

There has been a different poverty standard used by the Census
Bureau for those who are 65 or older than is used for those under
65, and that’s a little-known fact. It is contemplated by the Census
Bureau that you can be desperate more easily when you get to be
over 65 than you were before 65. I have a hard time following that
logic, but the standard is different after you're 65 than it is before.

And so when they say that there are 3.5 million Americans age
65 or over who were in poverty in 1985, that means that there are
more than that if you use the same standards before you turned
that 1 day to make you 65.

If the same standard were applied to the elderly as the standard
used for those under 65, the elderly poor—those in poverty—would
increase to as high as 4.2 million, increasing the poverty rate for
the elderly from 12.5 percent to slightly over 15 percent. .

And then if we want to get into minorities, of course, we find it
even worse. Over 31 percent of older blacks are poor compared to
11 percent of those of us who are white.

But the most cruel thing of all, I think, is that elderly women
account for over 72 percent of the elderly poor.

Additionally, Villers found that there are huge numbers of older
Americans who hover near poverty or are economically vulnerable,
and approximately 8 million elderly are in this category. This is
11.5 million elderly Americans, or 42 percent of the total age popu-
lz;)tlion, the elderly population, that are poor or economically vulner-
able.

You know, that’s a little different than just looking at the broad
brush strokes of how much money is spent. We're not keeping up.

Improving health care, for example, is a good example of this.
Quality health care—for all Americans—is basic and fundamental to
us as a people. We are determined to improve our medical care and
hospital care and drug care. We grew up that way, and we're not
going to change. And we continually press forward in those fields. I
would hate to think that we're setting the st.age to start a retro-
gression in health care for when I get there. It's that simple. Part
of my interest is selfish; I admit that. It's very much tied to me. I
don’t want that, and I don’t think any Americans do.
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I think that we’ll knock down the President’s budget and get a
decent budget, but I've got a few questions I'd like to ask you while
I've got you here because I think your counsel and knowledge is
very helpful to the committee.

Mr. Lehrmann, Jake indicated that he felt that the defense
spending in the President’s budget was too high compared to what
it was for the elderly. Now, we know that we're going to have to
make some budﬁet cuts. If we do the right thing for the elderly
we've got to make some cuts somewhere else, and I'm asking you,
Mr. Lehrmann, what is your recommendation?

Mr. LEHRMANN. Sir, our recommendation in terms of trying to
deal with this situation would be to do it in a balanced fashion.
One of the things that we would suggest is that a balanced ar—
proach be taken to reduction in the military budget. We also would
look to some increases in taxes, in revenue, in order to cover this;
and if there are some other places to make savings, we certainly
would not object to that. But our point is that it should not fall on
the elderly and on human services but should be spread equitably
across the population. That has to include, in our judgment, some
increase in revenues as well.

The CHalRMAN. Well, what would happen if we would have both
an increase in Medicare Part B payments, and enacted the Bowen
proposal for catastrophic coverage as it affects hospital costs for
those on Medicare?

Mr. LenrMANN. It would substantially increase the cost to the
beneficiaries. This is a shift of cost to the beneficiaries. Obviously,
we support catastrophic coverup. Dr. Bowen’s plan does not go far
enough, Senator, that’s for sure, because we need to address the
whole question of what are we going to do in terms of long-term
care? That’s the issue. We're concerned also with the whole ques-
tion of spousal impoverishment as it now exists under Medicaid.

So those are the things that we're targeting on, and as far as
we're concerned, that increase of cost—both in premium for the
catastrophic and in the premium itself, if it’s as it's proposed—
would be something that certainly, for those that are in the lower
income category, would be devastating.

The CuairmaN. Well, 97 percent of the people on Medicare have
Part B. Would we risk losing part of those if we raised both Part B
and the $4.92 or whatever it is that it would cost to finance the
Bowen proposal?

Mr. LEHRMANN. I suppose that’s always a risk, Senator, and we
think there probably would be some dropoff in that participation.
However, people have to make real decisions when they're in the
lower income category. They have to decide between medical care,
food, shelter, and clothing; and sometimes medical care falls off the
end because it’s something that they feel they can get along with-
out for a while. The end result is more devastating than if they
were able to take care of their needs immediately. Yes, there may
be sox}xxxe concern that we would lose somebody if we take that ap-
proach.

The CHAIRMAN. Both of you, now, have spoken of the truly signif-
icant catastrophic protection that the elderly look for, that is, for
long-term care whether it's at home or in a nursing home. And of
course, I share your view on that; I think that’s extremely impor-
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tant. When we get the opportunity to act on the Bowen proposal,
we should go much farther than just covering the catastrophic hos-
pital part and pick up the most significant catastrophic problem
that faces the elderly—long-term care expenses.

Jake, we're going to have to finance that. If people say, well, we
can’t take it out of the Treasury—and, I'll tell you for my part, it's
so high a priority I'd take it out of the Treasury unless somebody
had a better idea. But I have to face the reality of votes, and when
we get to that part—what can you suggest in terms of raising the
revenue that would be necessary?

Mr. CLayMaN. Well, I suspect that the first item would be raising
the efficiency of the medical profession and their costs——

The CHAIRMAN. In other words, a reduction in their costs and the
hospital’s?

Mr. CLAYMAN. As well as the hospital’s. You know, we imposed
that program that has made it apparently more profitable for hos-
pitals to send people home speedily, cut their costs, but it hasn’t
cut their profits. We heard that today; I heard it several times. I've
read it over and over again. It's true.

The CuairMAN. I think their profits might be up.

Mr. CLayMmaN. Yes, 15 percent last year, profits, when they are
complaining over and over and over again that they don’t have the
money to take care of things; and the very poor who can’t afford to
pay, they treat by the thousands and they lament the position
they’re in. Notwithstanding, they're making 15 percent profit, and
that would be a beginning point.

Doctors charge too much. I've gone to the same doctor for 26 or
27 years, and he’s a personal friend of mine by this time. But he
charges too much. And I don’t begrudge him having a decent
living, but when you multiply this and impose this load on all
kinds of people—not on me; I have kind of a middle income for
myself and my wife, and I manage to get along, and I can pay his
fee—but there are thousands and millions who can'’t.

And so first, it seems to me that we ought to be fair but firm
with the medical profession, with the hospitals, with the drug com-
panies and all the rest. That would be a sizeable, sizeable—I can’t
give you a figure because I really don’t know that figure, but I
guess it would stagger your imagination and my imagination if we
knew what it was.

And it conceivably may be that when we come to the point that
we really will take care of long-term illnesses, really take care,
then maybe there ought to be for some categories some additional
compensation paid—stipends paid—by people like myself and
others like me, although I don’t mean to tread on a system such as
some would like, namely, a complete system of means testing.
There's something almost indecent in some areas about this. It—
well, I won’t go into that further. But if I were to make my “Carth-
age Must Be Destroyed” speech, and it isn’t relevant at this
moment in this hearing, I'd make as impassioned a statement for a
national health program that serves everybody, like the British,
like the Canadians—particularly the Canadians—everybody. And
we're almost the only Nation among the industrial nations that
doesn’t do that, but even considers it indecent—or even communis-
tic, or socialistic, whichever term they think is the most despicable.
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That’s really in the long run, and you may be around in your
time; you're still a youngster—in your time maybe it will come to
pass. It isn’t relevant here, but I just throw that in for the hell of
it. [Laughter.]

Mr. LEHRMANN. Mr. Chairman, I'd like to comment on one of
Jake’s points if I might, because it relates to our thinking as well.
That has to do with trying to pay for the cost of long-term care by
the elderly themselves. I frankly think that we have to look at this
as an intergenerational problem that we all share in, and financing
has to come from the broad population base.

If we start doing that, Mr. Chairman, then do we start saying
that because older people don’t use as big a portion of the educa-
tional dollar that we should stop paying our property taxes or not
pay them on education? I think these are all intergenerational
problems, and we should approach them on that basis.
. Wasn't our Federal income tax program designed so that those

who could afford to pay would pay more? And if we aren’t applying
it that way, our question would be, why don’t we? And if we do,
then some of that revenue could be designated to be applied toward
long-term care. But we think that’s a reasonable thing, rather than
Just shifting costs between older people and imposing something on
us at that point.

The CHAIRMAN. There is another question, you know—in the
Bowen proposal, it’s $2,000 out-of-pocket before you get the balance
of it paid, under his proposal. That’s just for the acute catastrophic,
and we all recognize that the much greater catastrophic situation
we face is long-term health care.

What should the threshold be for that? Because that will make a
great deal of difference on what the cost is.

Mr. CLaymaN. It should not be $2,000. I've been seeing it over
and over again in print—and if you would ask me if I've done inde-
pendent research on it, no—but over and over again I've seen in
print that the percentage of people who spend that much is 3 per-
cent. Three percent of the people who spend that much, the elderly
people, would be affected, which means that a cochort—a relatively
small group—would have the benefit of the program at all to begin
with, because first you have to spend $2,000 a year, and not too
many elderly spend that much. And particularly those who are
poor, they have to die before—and maybe on their funeral they
might spend a few thousand dollars, a couple thousand dollars or
hundreds of dollars, but they never would be eligible because they
would not comply with the determination that you have to spend
at least $2,000 before you become eligible for assistance, as Mr.
Bowen suggests.

Now, what should that figure be? Well, we've been saying, at
least in our office—and I think we’ve said it before hearings—that
if we're going to move in that direction, it should be down to $500.

The CHAIRMAN. To $500?

Mr. CLayman. To $500 so that at least it draws the circle broadly
enough so that it makes a difference.

The CHAIRMAN. Mr. Lehrmann.

Mr. LEHrRMANN. Well, we've looked at it, and we’re talking about
covered services here, Senator. We looked at it for acute care and
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we thought $1,000 under Part B plus one Part A deductible was a
fair approach if we were going to look at this issue.

The CuairMaN. Now, that would also cover long-term care?

Mr. LEnrMANN. Oh, you'd add that on a much broader proposal.
I would expect that we'd have the same position, but that’s another
question that we haven't looked into.

The CHAIRMAN. Well, $1,000 under Part B, and $1,000 deductible
on Part A?

Mr. LEarMmann. It's $520 now, Senator.

The CHAIRMAN. On Part A?

Mr. LEHRMANN. Yes.

The CHAIRMAN. All right.

Now, I want to ask both of you about OHDS and that proposal
for a generic appropriation that’s in the President’s budget. What
is each of your reaction to that?

Mr. CLAYMAN. Instead of having Ms. Kassner whisper in my ear,
I'm going to have her say it out loud.

The CHAIRMAN. Surely.

Ms. KassNER. We have opposed a generic appropriation approach
for OHDS. It is accompanied by a reduction in funds and would
give, we believe, undue discretion to the department as to how the
funds would be allocated among the programs.

Mr. LEHRMANN. We oppose that approach as well, Senator. I
don’t think we need to elaborate on that.

The CHAIRMAN. I think that’s going to be about unanimous. I
thought that the reasons that were stated about why it’s in the
budget that way were very weak.

But the point is, we're just learning about what can be done
through these programs. We don’t know everything yet. We found
some good ways of improving the quality of life and the satisfaction
of people in their older years ang let them have a little fun and
enjoyment, and I think we're just starting on that. I think these
Older American Act programs are going to become a much broader
attempt to enrich the lives of all of us.

So I would certainly want these programs to proceed, and sort
out as we go along which need more money because they bring a
lot more results. It’s kind of seed money. I was talking at some
length about what they’re doing with these congregate meals. I
know my experience with visiting senior citizen centers; that’s a
big deal. Everybody has fun, and it’s a social occasion. That’s what
I'm talking about; how do we improve the opportunity to have
more fun and enjoyment and interrelationships so that you're not
so isolated? I think maybe the greatest fear of all-my fear,
anyway—would be if I thought I had to be isolated. And I think
that’s a way of overcoming it for older Americans.

I want to. thank both of you very much for your testimony and
also for your leadership for older Americans. You are both out-
standing, and I think alFof us appreciate that.

Mr. LEHRMANN. Thank you very much, Senator, for inviting us.
We appreciate speaking for elder people, believe me.
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The CuairmMaN. Thank you.

The record will be held open for any additional statements that
anybody would like to submit in written form. We'll keep it open
for 10 days.

Committee adjourned.

[Whereupon, at 1:40 p.m., the committee was adjourned.]
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FORWARD

This is a preliminary analysis of the Administraticn's
proposed Fiscal Year 1988 budget and its impact on older
Americans. It was prepared by the Majority staff of the U.S.
Senate Special Committee on Aging. Figures used in this report
are based predominantly on current budget projections by the
Congressional Budget Office.



251

Table of Contents

Chapter 1. -- Health:

Medicare.. ... o oo i it i, 1
Medicaid.......... e ettt 4
National Institutes of Health.......ouvuneruunnnnnnnnn ., 5
Veteran's Health........oovuiiiunininnnnnnnnnnn it 9
Food and Drug Administration...........v'eeuenennnnoon, 10
Federal Employees Health Benefits....................... 11
Indian Health Service............... DI T M

Chapter 2. -- Income Security

50C1al SecUrity. vttt e e 13
Supplemental Security INCOME........ovevuumnnunnnnnnn. .. 14
L - 14
Veterans: Compensation and PensionS.................... 16
Civil Service Retirement........ceeuevrunnnnnnnnnnnnnnn, 16
Military Retirement.........ooeevvieunnemnnnnnennnnnnn, 17
Railroad Retirement.....uuieeueeunneennnnnnnennnnrnnnnn, 18
Pension Benefit Guaranty Corporation....v.vuvinunennnn.. 19
Food Stamps. ... .. i i 20
Food Programs. .. v.oiiiieinininnennnnnnnnnnnnnnn 21
Low Income Home Energy Assistance Program.........c.vu.. 22

Chapter 3. -- Housing

Housing and Urban Development.............oevuuuunnnnn... 23
Farmer's Home Administration..........eueeennonnn. .. vee. 28
Home Weatherization...............ciiivuuuunnnnnno il 26

Chapter 8. -- Social Services

Older Americans ACt ProgramS........eeeeeeecnrennnnnnn... 27
Transportation. ... i i i it 27
Legal Services...... e ettt ettt e 28
Older American Yolunteer Programs. ..ot 29
Community Services Employment for Older Americans....... 3¢
Job Training Partnership Act....uviiiiicrnnnennnnnnnnn.. 31
Equal Employment Opportunity Commission........ Ceee s 32
Scetal Services Block 12 =111 2 S 32

Community Services BlocK CrantS........coc.eeveeennnn.o... 33



252

Chapter 1 -- Health

HMEDICARE

The Program

In response Lo concerns that too many older Americans could not
afford -- and did not have access tc -- é¢sseantial medical care, the
Medicare program was enacted in 1965. Tne program was designed to
provide insurance protection against short-term {or acutc) illness.
The hospitalization component (Part A), which pays for inpatient
hospital and hospice care, short-term stays in skilled nursing
facilities, and a limited amount of home health services, is fi-
nanced principally through a special hospitalization insurance
payroll deduction included as part of the Social Security tax. The
Supplemental Medical Insurance component {(Part B}, which pays for
all other covered services, principally physician services, is
financed through general revenues and premium payments from
beneficiaries who elect to buy the coverage. 95 percent of Medicare
beneficiaries choose to buy Part B coverage.

In 1988, an estimated 25 million elderly and 3 million disabled
persons will be eligible for Medicare. Despite the important
protection that Medicare provides, it covers less than halfl of all
perscnal health care expenditures for the elderly. Fiscal Year 1987
Madicare cutlays are estimated to be $71.6 billion. CBO estimates
that $83.1 billion in cutlays would be required to meet current law
service levels for FY 1988.

Administration's Proposed Fiscal Year 1988 Budget

The President's FY 1988 budget recquest provides $73 billion in
net outlays for the Medicare program. This is $10.1 billion, or 13
percent below the CBO current services estimate for FY 1988. He
proposes a number of changes in Medicare that would reduce spending
by $5.1 billion in FY 1988 and $52.7 billion over the 1988-1992
pericd. The additional $5 billion discrepancy is attributable to a
number of factors including the differences in assumed annual growth
in hospital services. While CBO's estimate assumes a continuation
of recent growth trends, the Administration's estimate assumes that
growth rates will decline from recent experlence.

Beneficiary Impact:

For tiscal 1988, the President's request raises $900 wmililion,
and over $17 billion from fiscal 1988-1992, by increasing direct
costs to beneficiaries. Key proposals include:
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--Premiums.--Would increase Part B monthly premiums from 25
percent of program costs to 35 percent for new enrollees and
to 50 percent for premiums pald by third parties, such as
state Medicaid programs. This proposal would produce a
savings of $700 million in FY 1988 cutlays and is the first
time an Administration‘'s budget proposal has distinguished
between current and future enrollees. CBO estimates that
current Medicare enrollees would pay $21.70 per month, nev
enrollees would pay $30.30 per month (over 40 percent
more than current beneficiaries), and third party payers
would pay $43.30 per month {over 100 percent more than the
current premium.

--Eligibility.--Would delay Medicare eligibility for one month.
CBO estimates this proposal would produce a FY 88 outlay
savings of $200 million. This proposal, the sixth year that
the President has offered it, likely would create a gap in
medical coverage for at least 10 percent of new enrolleess
(200,000 people next year). There is no assurance that
employers will continue to pay for another month's coverage.

_-Deductibles.--Would increase the Part B $75 deductible each
year by indexing it to the Medical FReconomic Index {MEI})}. This
proposal would cut $400 million in outlays between FY 1988
and FY 1962 and weuld increase this deductible by $4 to $5
per year. Should the proposal be enacted, the deductible is
estimated to reach $120 by 1992.

--Secondary Payer--Would extend Medicare secondary payer status
for the working elderly and disabled who elect to take advan-
tage of employer-provided health insurance from large {more
than 100 employees) to medium-sized employers {more than 20
employees). This proposal would save $300 million over the
five-year projection period.

--Vouchers.--Proposes to give Medicare beneficiaries the option
of receiving a fixed sum or credit to purchase private health
insurance in lieu of Medicare coverage. The budget impact of
this propecsal is unclear, but the national standards
regarding covered benefits, quality safeguards, and appeal
mechanisms may be compronised.

Provider Reimbursement:

The Administration also proposes to reduce expenditures by
restraining Medicare reimbursement to bealth care providers by $2.1
billion in fiscal year 1988 and $31.7 billicn ¢ver the next five
years. Key proposals include:

—-Part A Providers.--Would restrict the increase in prospective
payments to hospitals. This proposal would save $500 million
in FY 1988 ocutlays and $17.9 billion over the five-year
projection period. It is unclear how this proposal would
affect the provision of quality care.

73-936 0 - 87 - 9
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--Part B Providers.--Proposes that radiclogists, anes-
thesiclogists, and pathologists (RAPs) be reimbursed
through the prospective payment system for hospital services.
This proposal would save an estimated $10 millien in 1988 and
$500 million over five years. In addition, the President
proposes to repeal provisions of the Omnibus Budget Recon-
ciliation Act of 1986 which extended Medicare coverage to
services provided by physician assistants, occupational ther-
apists and optometrists. Elimination ¢of coverage for these
professionals will save $400 million over five years, but
also would reduce access to these important services. The
Administration also proposes to pay new physiclans at approx-
imately 80 percent of the local prevailing charge. This
proposal would save $700 million over five years.

--Capital Costs.--Would change payments to hospitals for
capital costs from cost reimbursement to a prospective
payment system, This propcsal woculd be phased in and would
be budget neutral until 1990. Savings from 1990 through 1982
are estimated at $2.1 billion.

--Medical Education.--Would lower reimbursement for direct
payments (such as residents' and tcachers' salaries,
clagsroom expenses, and associated overhead) and indirect
payments (for such costs as the greatcr number of tests
prescribed by interns and residents). This proposal is esti-
mated to save $1.2 billion in fiscal 1988, but would have an
adverse effect on the poor elderly who obtain low-cost health
care through these medical training programs.

Other Proposals:

The President's budget contains cther proposals designed to
reduce Medicare outlays including:

--Delaying Outlays.--Proposes to reduce Medicare outlays by
$1.3 billion in fiscal 1988 by reimbursing providers more
slowly. The Omnibus Budget Reconciliation 4ct of 1986
(OBRA) established maximum time periods in which most
Mcdicare claims must be paid. The Administration plans to
slow down payments so that the legislative limits become 2
minimum as well as a maximum. CBO budget estimates and this
review does not include this slowdown because it is incon-
sistent with Congressional intent. The President also pro-
poses to set a permanent reimbursement schedule of 30 days to
all providers. While these delays would not affect total
reimbursements to providers, it would cause cash-flow
problems, which could be a very significant administrative
burden for small providers and high-volume Medicare
providers.
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--ESRD.--Would repeal the 1986 OBRA provision which placed 2
floor on reimbursement rates to facilities which perforn
dialysis on End Stage Renal Disease patients. This proposal
would enable the Administration to cut current reimbursement
rates, thus providing further incentives for cliniecs to reuse
dialysis equipment more times than is currently practiced.
Health concerns surrcunding multiple reuse of dialysis
devices have been raised by the Senate Special Committee on
Aging.

Laboratory Tests.--Would lower payments for clinical
laboratory services, reduce charges for durable medical
equipment, and eliminate return-on-equity allowances for
Medicare payments to skilled nursing facilities and out-
patient hospital departments. Savings estimates for these
proposals total $1.1 billion over five years, almost 70
percent of which comes from the reduction in laboratory
services reimbursement.

MEDICAID

The Program

in 1965, the Congress enacted the Medicaid program to provide
matching funds to States to finance health insurance for the poor,
including supplemental insurance for the elderly poor who gqualify
for Medicare. The Federal Government matches State administrative
costs through the Health Care Financing Administration (HCFA), which
also administers the Medicare program., Under current law, Medicaid
grants match all qualifying State payments for all eligible
beneficiaries under the program, and no limit is placed on Federal
payments.

In fiscal 1986, Medicaid paid $25 billion in Federal benefits,
and is estimated to pay $26.7 billion in fiscal 1987. 1In 1987,
States are expected to finance health care for 23.6 million poor
Americans, 3.5 million million of which are elderly. Five percent
of Federal Medicaid expenditures reimburse States for administrative
expenses. Medicaid pays for approximately 13 percent of all health
care costs for the elderly. Most of this amount represents
expenditures for nursing home care.

Administration's Proposed Fiscal Year 1988 Budget

The President has proposed a number of changes in Medicaid that
would reduce spending by at least $1.3 billion in fiseal 1988 and
$21.6 billion over the next five fiscal years. By turning it from a
program which pays the medical bills of all those who qualify to one
which is essentlally a block grant program to the States, the
Administration continues to propose changes which would alter the
very nature of the Medicaid program. Should these proposals be
enacted, States would be able to provide care only to the extent of
their own available funds and priorities.



.-Benefit Cap.--Would set a ceiling on Federal payments of
$26.9 billion in fiscal 1988 and would index the payments to
the medical services component of the Consumer Price Index
(MCPI) in subsequent years. Federal payments to States would
continue to match State expenditures, but only up to each
State's funding limit for that year. This proposal would
save $1.0 billion in fiscal 1988, but threatens to jeopardize
access to needed medical care for many low-income Americans.

-_Eliminate enhanced matching rates.--Would cut currently
enhanced matching rates for administrative and enforcement
functions under Medicaid. Existing law provides for
reimbursement to the States for these activities at 75
percent of the State's costs. The President proposes to
reduce the rate to 50 percent for a 42.3 billion savings over
five years. This proposal contradicts recommendations, from
such bodies as the Institute of Medicine {Naticnal Academy of
Science), which call for providing full Federal fupding for
State's nursing home inspections.

--Encourage expansion of prepaid health programs.--Would
encourage States to expand use of organizations, such as
health maintenance organizations (HMOs), that provide health
care on a fixed, prepaid basis. Budget savings in this area
are unlikely because States would not be permitted to obtain
savings beyond the proposed cap.

~--Increase Medicare premium paid by Medicaid.--This proposal,
outlined previously in the Medicare budget analysis, would
increase Medicaid costs by about $650 million in fiscal 1988.
However, should the proposed Medicaid cap be enacted, the
higher Medicare preaiums would have to be absorbed entirely
by the States.

NATIONAL INSTITUTES OF HEALTH

The Programs

The National Institutes of Health (NIH), marking the 100th
anniversary of its establishment this year, conducts and supports
research aimed at improving the health of all Americans. It is the
principal biomedical resecarch agency of the Federal Government.
Eight of the Institutes study areas of particular importance to the
nation's older population.

A. National Institute on Aging

The National Institute on Aging (NIA) conducts and supports
biomedical research aimed at easing or eliminating the physical,
psychological and social problems which affect older Americans.
Areas of biomedical and clinical research include studies on the
genetic determinants of aging; the diagnosis and treatment of
Alzheimer's diseasc and ostecporosis, the impact of nutrition on
aging; drug use by the elderly; sleep disorders; and depression.
811 NIA research benefits older Americans.
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B. National Cancer Institute

The National Cancer Institute (NCI) conducts and sponsors
research relating to the cause, prevention, detection and treatment
of cancer. Of all new cancer cases reported, over half involve
elderly victims, and over 80 percent of gll persons who die of
cancer each year are older Americans.

C. National Heart, Lung and Blood Institute

The National Heart, Lung and Blood Institute {NHL&BI} focuses
its attention on diseases of the heart, blood vessels, blood, lungs
and on the management of blood resources. NHL&BI studies three of
the top ten chronic conditions afflicting the clderly -- hyper-
tension, heart conditions and arteriosclerosis. 25 percent of all
senior citizens suffer from a chronic heart condition, nearly 40
percent suffer from hypertension, and 8 percent from
arteriosclerosis.

p. Natiopal Institute of Dental Research

The National Institute of Dental Research (NIDR} is the leading
Federal agency supporting research and research training on oral
health and disease. The major aims of the Institute's research
program are the preservation of the oral tissues and the prevention
of tooth loss from the chief dental diseases -- dental caries and
pericdontal diseases -- so that human tecth and gums can last a
lifetime. Improving the oral health of older people is the focus of
a collaborative project between the NIA, the NIDR and the Veterans
Administration. The research agenda has identified eritical areas
such as the relationships between oral health and nutritional
status, and chronic pain in older Americans.

E. National Institute of Diabetes and Digestive and Kidney Disease

The National Institute of Diabetes and Digestive and Kidney
Disease (NIDDK) conducts and supports research in areas of
particular concern to the elderly. For example, its research on
diabetes, a common but usually non-fatal disease, brings hope to the
nearly 10 percent of senior citizens whe are known to be diabetic.

F. National Institute of Neurological and Communicative Disorders '
and Stroke

The National Institute of Neurological and Communicative
Disorders and Stroke (NINCDS) supports and conducts research and
research training to further the understanding of the normal and
disordered function of the nervous system, (including the brain,
spinal cord, and peripheral nerves), muscles, hearing and human
communication. The majority of the disorders studied are
characterized by long-term disabilities which markedly impair the
quality of life. Research on disorders of particular interest to
the elderly include: stroke, Huntington's disease, Parkinson's
disease, amyotrophic lateral sclerosis and the dementias including
Alzhelimer's disease.



258

G. National Eye Institute

The National Eye Institute {NEI) conducts and supports research
to develop new diagnostic measures, treatments and cures for
blinding eye diseases and visual disorders. Eye disorders that are
common in older adults and are actively being studied by the NEI
include aging-related maculopathy, cataract and glaucoma.

H. National Institute of Arthritis, Musculoskeletal and Skin
Diseases

Similar to the NIDDK, the National Institute of Arthritis,
Musculoskeletal and Skin Diseases (NIAMSD) conducts and supports
research on diseases which, although nol often fatal, can cause
great hardships for many elderly in the form of increased medical
bills and loss of mobility and productivity. Varying arthritic
conditions and osteoporosis are top prioritities for the NIAMSD,
This is particularly important to the almost 50 percent of all
persons over the age of 65 who suffer some degree of chronie
arthritis,.

Administration's Proposed Filscal Year 1988 Budget

The President proposed to reduce significantly the federal com-
mitment to biomedical research by funding NIH at $971 million belcew
current services levels for fiscal 1988. Of particular concern is
the budget request to fund 700 fewer research grants than Congress
appropriated money to support by deferring or reappropriating $33%
million of 1987 appropriations from fiscal 1987 to fiscal 1988,
However, there has been discussion that the Administrtion may
withdraw this deferral proposal.

The president also proposes to alter significantly how research
grants are funded. Currently, the Congress funds multi-year NIH
grant awards one year at a time. Beginning in fiscal 1988, the
Administration requests that the Congress provide an additional
advance $2.7 billion appropriation for the future-year expenses of
new grants awarded in 1988. Outlays would not be affected by this
change and it is important to reccgnize that this increased
appropriation does not represent an incrcased commitment to
biomedical research,

Some of the ways that the proposed cut in the NIH budget will
be implemented:

--NIA.--Proposes to defer $11 million of the funds Congress
appropriated in fiscal 1987 to the fiscal 1988 budget. At
this level, 26 fewer grants would be funded in fiscal 1987.
The Administration claims that the fiscal 1988 request will
support all ongoing research centers, including the
Alzheimer's Disease Research Centers, at approximately the
same levels as in the fiscal 1987 current estimate. However,
if deferral proposal is not accepted by the Congress, the
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Administrationt's funding level for NIA FY 1988 research would
be $156 million, approximately $21 million less than the FY
1987 appropriation. If Congress does not act to increase
funding, the numbers of biomedical research grants would be
greatly reduced.

~-NCI.--Proposes to defer $64 million of the funds Congress
appropriated in fiscal 1987 to the fiscal 1988 budget. At
this level, 116 fewer grants would be funded in fiscal 1987.
The Administration claims that funding for all other programs
would be approximately equal to the fiscal 1987 levels except
that the construction/renovation program will nct be funded
and there will be an increase of $23.2 millien for A1IDS
research. If the proposed reappropriation is not accepted,
however, the Administration's funding level for NCI FY 1688
research would be $1.3 billion, approximately $100 million
less than the FY 1987 appropriation, TIf additional funds are
not granted, the number of cancer research grants will be
greatly reduced.

—-NHL&BI.--Proposes to defer $56.6 million of the funds
Congress appropriated in fiscal 1987 to the fiscal 1988
budget. At this level, 100 fewer grants would be funded in
fiscal 1987. The budget request provides an increase of
$2 million for AIDS research. However, should the proposed
deferral not be accepted by Congress, the Administration's
funding level for NHL&BI FY 1988 research would be $821.9
million, approximately $109 million less than the FY 1987
appropriation.

--NDR.--Proposes to defer $5.5 million from fiscal 1987 to
fiscal 1988. At this level, 19 fewer grants would be funded
in FY 1987.

--NIDDK.--The deferral proposal would carry over $35.4 million
from fiscal 1987 to 1988. At this level, 77 fewer grants
would be funded in 1987. However, if the deferral is not
accepted by the Congress, the Administration's funding level
for NIDDK FY 1988 research would be $440.5 million, approx-
mately $70 million less than the FY 1987 appropriation.

--NINCDS.--Proposes to defer $35 million from fiscal 1987 to
fiscal 1988. At this level, 75 fewer grants would be funded
in FY 1987.

——NEI.--Proposes to defer $15.2 million from fiscal 1987 to
fiscal 1988. At this level, 34 fewer grants would be funded
in FY 1987.

--NIAMSD.--By deferring $9 million to the fiscal 1988 budget,
the Administration proposal would reduce the number of funded
grants in fiscal 1987 by 10. However, if the proposed defer-
ral is not accepted by Congress, the Administration's fundiong
level for NIAMSD FY 1988 resecarch would be $123 million,
approximately $15.7 million less than the FY 1987 funding
level.
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VETERANS HEALTH

The Program

The Vetcrans Administration {(VA) provides a wide range of
services to men and women who have given past service in the Armed
Forces. The VA provides health care services in 172 VA medical
centers, 117 nursing homes, and 229 outpatient facilities. It alseo
contracts with private and State facilities to provide veterans with
hospitalization and nursing home care,

s a result of "The Veterans Health Care Amendments of 19867
{(P.L. 96-272), eligibility requirements for VA medical care were
changed. This new law established three categories of eligibility:

4. Service-disabled veterans, former prisoners of war and
veterans expocsed to certain toxic substances and radiation,
veterans of wars prior to World War II and those receiving VA
pensions, as well as those nonservice-disabled veterans with
annual earnings of less than $18,000 (with one dependent;
$15,000 for a single veteran).

B. Nonservice-disabled veterans earning betwecn $18,000 and
$25,000 per year {with one dependent; between $15,000 and
$20,000 for a single veteran).

C. Nonservice-disabled veterans with earaings above Category B
levels.

The V& has an obligation to provide hospital care and may
provide outpatient and nursing care to veterans in Category 4. The
VA may provide hospital, outpatient and nursing care, within
existing resources, to vetcrans in Categories B and C, providing
that veterans in Category C agree to make a ccpayment.

The projected increase in the elderly population is reflected
in the veteran population. The number of veterans over the age of
65 was 4.6 million as of September, 1985. It is predicted that this
number will increase to 7.2 million by 1991, and will peak at 8.9
million in 1999. 1In 1991, 60 percent of all males over the age of
65 will be veterans, and of the projected 8.9 million veterans in
1999, 3.8 million will be age 75 or older.

Administration's Proposed Fiscal Year 1988 Budget

The President requests a budget outlay of $$.8 billion for
veterans medical care. This amount, is $348 million above the FY
1987 level. The increased funding request can be attributed largely
to higher payroll costs, primarily a result of the new Federal
Employees Retirement System. This funding will provide for
treatment of an estimated 1.45 million i{npaticnts and an estimated
20.4 million outpatient visits. Highlights of the President's
proposal include:
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--$75 million rescissicn eliminating funding that is no
longer needed as a result of the new eligibility requirements
under P.L. 99-272. This funding would otherwise be used
during the last five months of FY 1687 for hospital,
outpatient, VA nursing and community nursing services paild
for by the VA for care of nigher-income, nonservice-disabled
veterans, who are financially able to provide for their own
health care. It is clear that the rescission proposal will
not gain congressional approval.

--4 decrease of $178 million and 4,400 Full Time Employment
Equivalents {(FTEE) over the FY 1987 level for program and
management activities. Of this decrease, over $92 million
will be saved under P.L. §9-272 and an additional $58 million
will be saved with a projected one percent increase in
productivity.

--Conversion of 282 hospital beds to nursing care beds.

--The extended care program will be increased by $32.9 millicn
and 584 FTEE, including an increase of $20.5 million for VA
nursing home care.

FOOD AND DRUG ADMINISTRATION

The Program

The Food and Drug Administration (FDA) administers and enforces
laws concerning dangerous, misbranded, and and adulterated foods,
drugs, human biologics, medical devices, cosmetics and man-made
sources of radiation. FDA program cutlays are estimated to total
$447 million in FY 1987.

Oider BAmericans are the Nation's largest consumers of drugs,
and often need special "diabetic™ or "low sodium” foods. The
elderly depend on the actions of the FDA's regulatory and
enforcement authority to remain healthy. In recent years, the FDA
nas given increased attention to programs developed for the elderly.

Administration's Proposed Fiscal Year 1988 Budget

The President's spending authority request for the FDA in
fiscal 1988 is $483 million. To reach this level, the
Administration resubmits its often-rejected user fee proposal.

--User Fees.--Proposes tc obtain additional revenue by chargiog
user fees for product review by the FDA. This proposal would
preduce an estimated $34 million. However, if rejected, $29
million more will be required to maintain current services
levels in FY 1988. Further, additional funds would be re-
quired tc pay for new Administration staffing and retiree
financing proposals.
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FEDERAL EMPLOYEES HEALTH BENEFITS

The Program

The Fedcral Employees Health Benefits (FEHB) program provides
health insurance coverage for approximately 8 million Federal
Government employees, retirees and their dependents. Under the
program, employees and retirees are offered a choice of different
health plans which have varying levels cf benefits and premiums.
The premium rates for FEHB plans are paid through premium contri-
butions by the Federal Government and by the enrolled employees and
retirees.

Administration®s Proposed Fiscal Year 1988 Budget

The President's budget request proposes two formula changes
which would reduce the Federal Government's share of financing the
FEHB program by approximately $500 million.

--Formula tied to average premium of all FEHB plans.--Would tie
the Government's share of costs to the average ¢f premiums in
all FEHB plans, rather than %o the average of premiums in the
six largest, high option plans -- as specified under current
law. The formula also would be weighted by the distribution
of employees among all plans. This proposal would lower the
Government's share of health insurance costs and shift these
costs to Federal employees.

.-Increase D.C. and Postal Service contribution.--Proposes that
the U.S. Postal Service and the District of Columbia pay the
government's share for postal and Distrcit retirees' health
premiums. FEHB payments would be lowered by $400 million in
fiscal 1988 and by about $2.7 billion over the next five
years.

INDIAN HEALTH SERVICE

The Program

The Indian Health Service (IHS) is the component of the
Department of Health and Human Services charged with administering
the principal Federal health programs for approximately one million
American Indian and Alaska Native people living on or near Federal
Indian reservations or in traditional Indian country, such as Alaska
and Oklahoma. Under the legislative authority of the Indian Health
Care Improvement Act (P.L. 94-%37), the IHS is charged with the
responsibility of raising the health status of Indian and Alaska
Native people to the highest possible level. Despite the efforts of
IHS, Indian peole continue to suffer the lowest health status of all
American citizens.
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Administration®s Proposed Fiscal Year 1988 Budget

Once again, the President proposes to cut $126 million in
fiscal 1988 and $1 billion over the five year budget period from
funding for Indian health services and construction of health care
facilities. The Administration states these cuts represent a
phasing down of these two programs and offers the disputable elaim
that community or other governmental forms of support will begin to
replace this loss of Federal support.
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Chapter 2 -- Income Security

SOCIAL SECURITY

The Program

Established in 1335, the Social Security program provides
income for eligible workersa and their families when the worker
retires, becomes severely disabled, or dies. The benefits are
funded through FICA (Federal Insurance Contributions Act), SECA
(Self-Employed Contributions Act) payroll deductions, income taxes
on benefit payments, certain transfers from general revenues, and
interest on invested balances. The program consists of 0ld Age and
Survivors Insurance (OASI) and Disability Insurance (DI}, and
eligibility is determined by the number of quarters a worker has
centributed to the program.

Social Security is the largest Federal entitlement program, and
accounts for approximately 20 percent of annual Federal spending.
The program accounts for 55 percent of all Federal spending on the
elderly. In September 1986, almost 37.5 million persons received
Social Security benefits, and of those, 61 percent, or 22.8 million
were retired workers. Disabled workers numbered 2.7 million and
accounted for 7 percent of the total. Widows, widowers, surviving
children, and other dependents made up the balance of the
recipients., The average monthly benefit check for both groups was
$482 in 1986.

Administration's Proposed Fiscal Year 1988 Budget

Benefits

The President's fiscal year 1988 budget calls for no reduction
in benefits for those receiving Social Security. The 1987 cost-of-
living adjustment (COLA) of 1.3 percent is being paid with checks
issued in January 1987 and the 1688 COLA will be given regardless of
the 1988 inflation rate. However, the budget does propose a
significant cut in staffing at the Social Security Administration
(SS4A).

Staff Cuts

The Administrationts Budget would requirc staff cuts of 2,454
in FY88 in addition to the 3,695 being reduced this year. This
is the result of the Administration's announced intention in 1985 to
eliminate 17,000 staff by 1990. These cuts come when there will be
greater demands on SSA due to the inc¢reasing aging population, the
new Immigration and Tax Reform laws. {SSA estimates the two new laws
alone will require an additional 2,500 work years; CBC estimates
5,000 work years).

The raticnale for the staff cuts and accompanying closing of
offices is that SSA is modernizing its c¢omputers and administrative
procedures. However, a December 1986 GAO Report is critical of this
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attempt. SSA has indefinitely deferred the modernization of its
computer software for 94 percent of its transactions for
beneficiaries; the completion date for the remaining portion of the
software development plan is unknown; and pllot testing of the new
software systems has not included an evaluation of its impact on
service to the public,

Congress and aging advocacy organlzations have raised many
concerns about the effect of a deep staff cut on the quality of
service provided to recipients. Despite these concerns, SSA still
has not developed and implemented quality standards which measures
what constitutes adequate beneficiary service.

SUPPLEMENTAL SECURITY INCOME

The Program

The Supplemental Security Income Program (SS1), enacted in
1972, provides income to the Nation's low-income elderly, blind, and
disabled, and is financed through general revenues. The progras is
administered by the Social Security Administration., Unlike Social
Security, SSI recipients need not qualify for benefits with work
quarters or payroll deductions. Beneficiaries are subject to a
means test, that is, eligibility is based upon income levels and
asset availability.

In many cases, SSI benefits supplement income from other
sources, including Social Security benefits. Monthly checky are
issued to bring recipients' income to a level of $340 per month for
individuals and $510 per month for couples. States have the optiocn
of supplementing SSI benefits. Slightly more than 46 percent of all
SSI recipients are 65 or older. A 1985 report estimated that the
average monthly SSI check received by elderly beneficiaries was
$164, while the averages for the blind ($274) and disabled ($262)
were significantly higher. This discrepancy is probably due to the
fact that many elderly SSI recipients qualify for some measure of
Social Security benefits.

Administration's Proposed Fiscal Year 1988 Budget

The SSI program is administered by the Social Security
Administration (SSA). The proposed budget would require staff cuts
of 2,454 in FYB88 in the Administration's continuing effort to cut at
least 17,000 by 1990. These cuts would place an ever-increasing
burden on SSA due to the increasing aging population and the new
Immigration and Tax Reform laws. .

BLACK LUKG

The Programs

Income maintenance for disabled coal miners and thelir
dependents is provided through two separate programs.



Black Lung Part B:

Black Lung Part B provides benefits to disabled cocal miners and
their dependents and survivors who filed claims before July 1973,
Funds are appropriated from general revenues and administered by the
Social Security Administration (SSA). Currently, nearly 300,000
annuitants and survivors, of whom approximately 188,000 are elderly,
benefit from the program.

Black Lung Part C:

Black Lung Part C provides income and medical benefits to
disabled coal miners and their dependents or survivors who filed
claims after June 30, 1973, or who had failed to qualify earlier
under Part B. Black Lung Part C is administered by the Department
of Labor. It was enacted to shift the burden of compensation from
the Federal Government to the c¢oal industry. Under Part C, an
effected coal miner leaving work prior to 1970 is cligible for Black
Lung Disability Trust Fund bepefits. Money for the Fund comes from
an excise tax on coal.

Those retiring after 1969 are not eligible for Trust Fund
benefits. Instead, the Labor Department attempts to identify the
responsible employer. This employer is then liable for damages.

Administration's Proposed FPiscal Year 1988 Budget

Benefits in the Black Lung and Special Benefits for Disabled
Coal Miners programs are indexed to changes in federal pay.

--COLA Proposals.--The Administration proposes to freeze the
COLAs for these programs in FY88 and to limit them to half
of federal pay raises in the following years. CBO
estimates this would save $29 million in FYB88 and
approximately $500 million over the five year period from
FY88-92.

--Coal Tax.--The Administration also proposes an increase in
the coal tax, which provides a source of funds for the Black
Lung program. CBO estimates that this would increase
revenues on a unified budget basis by $1.3 billion over the
FY88-92 period.

--Education Benefits.--The Administration proposes phasing
cut financial assistance for higher education for dependent
children of those drawing Black Lung benefits. At
present they are eligible for an amount equal to half the
benefit being drawn by their disabled parent. Each
additional child is eligible for an amount equal to 25
percent of that benefit.
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VETERANS: COMPENSATION AND PENSIONS

The Programs

Compensation is paid to veterans for disabilities incurred in
or aggravated during active military service. Death and Indemnity
Compensation {(DIC) is paid to survivors of service persons or
veterans whose death occurred while on active duty or as a result of
service-connected disabilities., The Administration has proposed a
3.5 percent COLA increase for FY88.

Veterans' pensions are awarded on the basis of service,
disability, and level of income. Pensioners reccive annual Cost Of
Living Adjustments (COLAs) comparable to Social Sccurity COLAs.

Administration's Proposed FPiscal Year 1988 Budget

Veteran's Administration:

Under the Administration's proposed FY88 budget, the Veterans
&dministration would receive modest funding reductions. While in
FY87 the Administration received $26.3 billion in appropriations, it
has requested budget authority of $27.6 billion for FY88. This
represents a slight dec¢rease in real terms; but the decrease is
primarily the result of declining caseloads in enptitlement programs.

Home Loan Guarantee Program:

The Administration's FYB88 budget for veterans' benefits and
services proposes significant changes in the home loan guaranty
program of the Veterans Administration (VA). Loan recipients
currently pay a standard fee of one percent of their loans. This
fee is scheduled to expire this year. While some parties propose
extending the present fee, the Administration would raise it to 2.5
percent.

CIVIL SERVICE RETIREMENT

The Civil Service Retirement System (CSRS) is funded through a
combinaticn of payroll deductions and general revenues. It covers
2.75 million current employccs. Benefits are pegged to earnings
history and years of service to the Government. In FY87, an
estimated $25.5 billion will be paid to 2 million retirees and
survivors, approximately 65 percent of whom are senior citizens.
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Administration's Proposed Fiscal Year 1988 Budget

The Administration's FYBB budget proposes two changes in the
CSRS:

--COLA Changes.--Under the first proposal, COLAs equal to the
full CPI would be paid only when that increase is 2 percent or
less. W®When the CPI increase is between 2 and 3 percent, the
COLA would be 2 percent. If at any time the CPI increase is
over 3 percent, the COLA would be the CPI minus 1 percentage
point. The Administration estimates that this change would
save $183 million in 1988 and $1.4 billion over the 3-year
period FY88-90.

--Repeal Federal employee withdrawal provision.--The sccond
proposal would repeal a new provision allowing retiring
Federal workers to withdraw their contributions into the
retirement system i{in exchange for a reduced annuity. Although
this provision is cost-neutral in the long run, the
Administration estimates repealing it would save an additional
$1.3 billion in FY88 and $3.7 billion for the 3-year period FY
1688-19%0.

MILITARY RETIREMENT

Approximately 12.3 million retired officers, enlisted
personnel, and their beneficiaries received more than $18 billion in
annuity pay during FYB6. Only about 20 percent of participants are
elderly because military personnel qualify for retirement after 20
years of service, regardless of age.

Administration's Proposed Fiscal Year 1988 Budget

The Military Retirement program, like the Civil Service
Retirement System, can only be subjected to cuts in the COLA. For
FY88 however, no COLA limitations are proposed for military
retirement., Military pensions will continue to be fully indexed,
regardless of the rate ¢f inflation, and, again, those 62 or over
will receive scocial security for their millitary service, also fully
indexed.

--Indexing Changes.--is with CSRS, indexing changes are proposed
for the military retirement system, They include the
restriction of military retirement COLAs to the CPI minus 1
percentage point, but would not apply to anyone retiring
before the year 2006.
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RAILROAD RETIREMENT

The Program

The Railroad Retirement program provides retirement income for
former railroad employees and their families when the employee
retires, becomes disabled, or dies. The Railroad Retirement Board
issued benefit checks totaling nearly $6.3 billion to about one
million annuitants and survivors in FY86 (estimated to be $6.5
billion in FY87).

The benefit is divided into two parts or tiers plus a
supplemental annuity to workers with long railroad service and a
dual, or windfall, benefit for workers who became vested for Social
Security benefits prior to 1875, Tier I is roughly equivalent to
Social Sccurity benefits. Tier II is equivalent to a private
pension. The supplemental annuity is given to workers with the
equivalent of 25 or more years of railroad service. Currently,
about 20 percent of railroad retirees rececive a supplemental
annuity. lowever, this benefit is being phased out as a result of
the Railroad Retirement Solvency Act of 1983.

Benefits are financed through a combination of employee and
employer payments to a trust fund, with the exception of dual vested
or so-called windfall benefits, which are paid for through general
revenues from a special account.

Administration's Proposed Fiscal Year 1988 Budget
The Administration proposed budget will:

--COLA Freeze--Proposes to freeze the 1988 Cost Of Living
Adjustment for rail industry pensions.

--1lncrease Tier II tax rate--Proposes to "protect the
solvency of the fund” by increasing the Tier II tax
rate by 1.5 percent. A&s Tier II is roughly the equivalent of
a collectively bargained pension benefit, both labor and
board representatives have requested that they be allowed
to discuss this increase and work cut the details between
labor and management before any sudden changes are made.

--Financing the Federal windfall subsidy payment--Proposes
to have the rail sector finance 25 percent of the Federal
windfall subsidy payment. The rail sector financing of 25
of the Federal windfall subsidy payment runs contrary to the
Railroad Retirement Act of 1974. The 1974 Act provides that
the phase out of windfall dual benefits should be paid
through appropriations from the general fund and not by the
rail sector.
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PENSION BENEFITS GUARANTY CORPORATION

The Program

The Pension Benefits Guaranty Corporation (PBGC) is a wholly
owned Government corpcration. Operating under the Department of
Labor, this entity administers programs of mandatory termination
insurance to prevent loss of pension benefits under covered private,
defined benefit pension plans if plans terminate or if multi-
employer plans are unable to pay benefits. Terminated plans are
taken over by the Corporation. The Corporation assumes control of
their assets, administers them in a trust fund held in a private
bank, and takes responsibility for paying benefits. The Corporation
also provides repayable assistance to insolvent multi-employer plans
when necessary to pay benefits and to forestall termination and
subsequent Corporation responsibility to pay benefits. All benefits
paid through PBGC's insurance program are funded exclusively through
employer-paid premiums.

Despite the tripling of the premium last year, which increases
income to the PBGC by approximately $200 million annually, the PBGC
is still in a precarious financial positicn, particularly due to the
recent termination of LTV Corporation's pension plans--the estimated
1688 benefit payments for LTV alone are approximately $4800 million,
4100 million more than premium income from all plan participants.

In 1985, under current law, the PBGC will be unable to meet its
ocbligations from current income and revolving fund balances and will
be forced to deplete assets in order to pay benefits.

Administrationts Proposed Fiscal Year 1988 Budget

The Administration proposes a change in the PBGC's premium
charges from a flat premium of $8.50 per pension plan participant to
a premium that would increase according te the unfunded liability in
a private employer plan. Pension plans would pay a minimum of $8.50
per participant plus an additional amount for every $1,000 per
participant of unfunded liability. The new structure would increase
the average premium to an estimated $20 per plan participant and
would reduce outlays by approximately $1.3 billicn over the
projection period.

The Administration is expected to introduce an amendment to
ERISA that will make it easier for companies to take surplus money
out of pension funds and use it for their own benefit. The
Administration's ratiopnale is that this proposal will mitigate or
avoid losses incurred by plan participants and the PBGC, However,
labor unions, consumer groups and many organizations representing
older persons strongly believe that pension plans would be weakened
by any change permitting employers to withdraw money for their own
purpcoses and actually put new burdens on the PBGC in the future if
companies experience economic difficulties.
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FOOD STAMPS

The Program

The Food Stamp program was begun in 1964 to alleviate hunger
and malnutrition among low income perscns. Eligible househclds
receive monthly allotments of stamps, based on income and household
s5ize, to finance food purchases. The level of benefits 15 based on
USDA's Thrifty Food Plan which estimates how much it would cost a
household that shops economically to meet its nutritional needs. A
household is eligible for food stamps to the extent that 30 percent
of household income falls below the applicable Thrifty Food Plan
level. 1Ip FY 1986 the maximum food stamp benefit to a one person
household was $81 and for a two person household the maximum was
$149 a month, The plan is adjusted upward annually for changes in
the cost-of-living.

The Federal Government bears the cost of all food stamp
benefits and shares with the States and localities 50 percent of
most administrative costs. The Food and Nutrition Service of the
Department of Agriculture is responsible for administering and
supervising the Food Stamp Program and for developing program
policlies and regulations. At the State and local levels the Food
Stamp Program is administered by State welfare departments.

Administration's Proposed Fiscal Year 1988 Budget

The Administration's FY88 budget for the Food Stamp program and
Puerto Rico's nutrition assistance program proposes to held Federal
costs to $12.5 billion, almost $600 million below the $13.1 billion
that would be required under existing law and current admxnzsbratxve
practices. The Administrationts proposals include:

--Savings from erroneous benefit payments.-- The overwhelming
majority of the "savings™ proposed for FY88 represent
collections of "fiscal sanctions™ imposed on States for high
rates of erroneous benefit payments. Some $233 million in
sanctions for erroneous payments prior to FY88 are assumed
as collected in FY88. 1In addition, the Administration
recommends that legislation be enacted to increase sanctions
imposed for errors in FY88 and beyond to allow the Federal
Government to collect these sanctions in advance, based on
estimated State error rates; this is expected to reduce the
need for Federal cutlays by $258 million.

--Coordination of benefits.--Would lower Food Stamp benefits
for households which receive energy assistance from the Low
Income Home Energy Assistance Program and/or the Job
Training Partnership Act. For example, any LIBEAP funds ~
would be subtracted from an individual's "shelter costs."

In practice, this proposal would increase the stated income
of a person and, therefore, their perceived need for food

stamp assistance would be less because their "discretionary
income™ would be higher. This proposal strikes particularly
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hard at the elderly who represent over 33 percent of house-
nolds with LIHEAP assistance. It is estimated that $57
million in outlays would be saved from participants of the
LIHEAP program and $10C million from JPTA participants.

Administration

The Budget proposes to reduce federal funding for certain
administrative costs--a 4§ percent reduction. States are not
required to contribute funds above those needed to match Federal
contributions. Thus, the reduction in administrative costs will, in
some States, constitute a "double hit.”

PCOD PROGRAMS

The Program

The Department of Agriculture(USDA) administers two food
programs which benefit senior citizens. The Nutrition Program for
the Elderly, a part of USDA’s Food Donation's Programs, is
authorized under the Older Americans Act to help meet the
nutritional needs of the elderly. This program works with the
Department of Health and Human Services to provide commodities and
cash to senior centers and other locations where congregalte meals
are served. In 1987, appropriations helped serve over 227 million
meals.

The Elderly Feeding Pilot Project (EFPP)} is a small, but
important test program under the larger Commodity Supplemental Food
Program (CSFP). EFPP provides direct distribution of USDA surplus
commodities to low-income persons 60 years of age and older at
centers in three different cities. The Congress appropriated $4.9
million for the operation of this program in Fiscal Year 1987. EFPP
is financed through the CSFP, and some funds are provided to the
local centers through the Temporary Emergency Food Assistance
Program (TEFAP). TEFAP provides funds to States to be used to
transport, store, and distribute these Commodity Credit Corporation-
donated focds for needy individuals.

Administration's Proposed Fiscal Year 1988 Budget

The Administration's proposed Fiscal Year 1988 budget for the
Nutrition Program for the Elderly will remain constant with current
law. This represents a slight increase in appropriations from
$139.5 million in FYB7 to $140.3 million in FY¥88.

The EFPP has significantly expanded the number of approved
individuals and therefore has proposed a dramatic increase in
appropriations. The Administration proposes to raise outlays
from 4.9 million in FY87 to 10.5 million in FY88.
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LOW INCOME HOME ENERGY ASSISTANCE PROGRAM

The Program

Begun in 1980, the Low Income Home Energy Assistance Program
(LIHEAP) funds block grants to States to be used for assisting low-
income households with their heating and cooling bills, energy-
related emergency assistance, and weatherization. The program
serves 7.3 million households per year, and of those, approximately
40 percent have at least one member 65 years of age or older. This
large percentage of elderly reflects their heightened vulnerability
to harm from weather extremes.

Admigistration's Proposed Fiscal Year 1988 Budget

LIHEAP Funding

The Administration requests $1.2 billion in 1988 ocutlays for
LIHEAP, $600 million below the amount provided for 1987. For future
years, projected appropriation requests would remain at $1.2
billion, which could produce further outlay savings amounting to
$3.4 billion for the projection periocd. The rationale given for the
reduced appropriation request is that States have received money
from settlements on oil overcharges that can be used for this
program. The States have received $3.1 billion in settlements to
date, and it is estimated that $2 billion more will become available
between now and 1692,

¥hile the total funds from these settlements appear to be
sufficient to cover the reductions in energy assistance funding,
this is mislcading because the formula for State distribution of the
funds varies significantly. For example, eight States could receive
a 100 percent {nc¢rease in energy funds if their LIHEAP grants were
replaced with oil overcharge settlement grants, while 11 States
could lose over one-third. Lastly, the rationale for cuts in this
program appears to ignore the facts that only one-third of those
eligible for the program are able to obtain benefits and funds from
the settlements aren't indefinite.
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Chapter 3 -- Housing
BOUSING AND URBAN DEVELOPMENT

The Programs

The Department of Housing and Urban Devclopment {HUD)
administers five housing programs that benefit the elderly. The
most well-known HUD program, Seetion 202, provides direct loans to
non-profit organizations for the construction of new housing
projects or major rehabilitation of existing housing projects
designed specifically for low-income elderly and handicapped
persons. Those residing in Section 202 housing are also eligible
for Section 8 housing assistance, which pays for the difference
between the established rent and the tenant's required contribution
toward that rent, which is 30 percent of his or her income.
Approximately 90 percent of those living in Section 202 housing are
elderly.

The Congregate Housing Services Progras (CHSP) is a HUD progranm
that provides supportive services such as meals, housekeeping and
transportation to eligible elderly residents of Section 8, Secticon
202 or public housing projects. Under CHSP, BUD contracts with
local public housing authorities or non-profit organizations to
provide these supportive services on the premise that the
appropriate use of these services can help frail elderly and
handicapped persons to avoid premature institutionalization. Begun
in 1979 as a demonstration project, CHSP has served over 2,700
elderly persons in 684 projects. The appropriation for this program
in fiscal year 1987 is $3.4 million,

The oldest federal program providing housing for the elderly is
the Low Hent Public Housing program. It provides direct federal
lcans to finance the construction, acquisition, and modernization of
public and Indian rental housing. Over 1.3 million public housing
units provide housing for 3.5 million persons, of whom 27 percent
are elderly. The elderly comprise about 6.5 percent of those living
in Indian housing.

Under the Community Development Block Grants (CDBG) program,
HUD makes grants to local governments and states to fund various
iocal community development projects to help low- and moderate-
income households. The elderly receive a wide range of benefits
from this program. For example, a 1982 Government Accounting Office
survey indicated that a large proportion of the housing
rehabilitation financed under CDBG is used to repair and weatherize
homes owned by low and moderate income elderly. Other CDBG
activities that benefit the elderly include soc¢ial services,
improvements in neighborhood facilities, such as senior centers, and
the removal of architectural barriers.

The Section 8 program, created in 1974, was designed to assist
those with incomes too high for public housing, but who cannot
afford to pay the market rent. There are three parts to the
program; existing housing, new construction and substantial
rehabilitation. Since 1983, however, the only new Section 8
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construction has been in conjunction with the Section 202 program.
Over 40 percent of all Section 8 units are occupied by older
persons.

Administration's Proposed Fiscal Year 1988 Budget

The President's proposed FY 88 budget for HUD would eliminate
all new constructicon by the end of FY 88, and substantially reduce
or eliminate funding for modernization of existing housing. The
President would replace these programs with rental vouchers,
emphasizing the use of existing housing, and/or privately-held
housing. Specific proposals include:

Section 202: For fiscal year 1987, Congress appropriated $593
million to finance the construction of 12,000 units. The
President would defer funding for 2,000 units ($31 million} to
FY 88, reducing the FY 88 funding to $502 million, or 10,000
units. The President requests no new funding for this program,
and would eliminate it after FY 88.

CHSP: The President repeats his request for no new funding for
this program.

Public Housing: The President's proposal would eliminate new
construction and rehabilitation of public housing in FY88.

The President would alsoc defer $437 million of the $1.4 billion
FY 87 modernization budget to FY 88, resulting in a funding
level of approximately $1 billion for each year. It would also
extend any unused balance of FY 87 funds for operating, main-
taining, and modernizing public housing projects intoc FY 88.

In addition, the President's proposal reduces the level of
Indian housing units from 2,500 to 1,000.

CDBG: The President would rescind $375 million from the FY 87
appropriation, leaving $2.62 billion. That same level is
proposed for FY 88.

Section B: The President's budget would reduce the number of
Section 8 moderate rehabilitation units by one-third: 7,500 to
5,000 units. The $239 million this reduction represents would
be rescinded, and no new funding i3 requested for moderate
rehabilitation for FY 88,

FARMERS HOME ADMINISTRATION

The Programs

The Farmers Home Administration {FmHA) provides loans and
grants to residents of rural areas. Many of FmHA's programs deal
directly with the agricultural industry; however, several involve
rural housing. Three FmHA programs are of importance to the
elderly, one-third of whom live in rural areas.

The Section 502 program provides loans for the repair or
purchase of new or existing single-family housing for low-income



rural residents. Borrowers must be unable to obtain reasonable
eredit terms elsewhere, and the homes must be modest in cost and
design, and located in rural arecas serviced by FmHA. Since its
inception in 1950 through the end of FY 85, approximately 1.9
million homes have been financed through this program. The elderly
participate in this progranm, although data is not available as to
the extent.

The Section 504 program provides loans to very low-income
nouseholds who own housing in rural areas who do not have sufficient
income to gqualify for a Section 502 loan. The elderly do
participate in this prograam, but data is not available as to the
extent. However, Section 504 rural housing grants are designed to
help very low-income homeowners §2 years of age and older who do not
qualify for conventional loans.

Section 515 is a rental subsidy programs, under which loans are
made to appropriate sponsors at subsidized rates, which can reduce
the mortgage interest rate to one percent.

Administration's Proposed Piscal Year 1988 Budget

For fiscal year 1988, the President's budget requests a
rescission of over $1.5 billicn in the $2.25 billion FY 87
appropriation for FmHA's housing programs. All FmHA rural housing
and development loan and grant programs would be terminated by the
end of FY 88, and replaced with 20,000 vouchers., Specific proposals
include:

Section 502: The President proposes Lo rescind $1 billion of
the $1.3 billion FY 87 appropriation, reducing it to $300
million; this would reduce the number of units from 28,700 to
7,000,

Section 504: The President proposes to rescind $8.6 million
of the FY 87 appropriation of $11.4 million for Section 504
loans, reducing the appropriation to $2.8 million, and the
number of units from approximately 3200 to 800. The Section
504 grants program FY 87 appropriation would be reduced from
$12.5 million to $3.1 millicon, and the number of units from
2500 to 600.

Section 515: The President proposes to resciad $500 million of
the FY B] appropriation of $669.% million, leaving an
appropriation of $166.9 million. This would reduce the number
of units from 21,200 to 5,200,

SUMMARY

Since 1980, federal budget authority for HUD-agsisted low
income housing has been cut by over two-thirds; FmHA rural housing
programs have been cut by over half. Last year, Congress rejected
the President's proposals to terminate nearly all federal housing
programs except vouchers, although it increased the proportion of
housing assistance represented by vouchers. For FY 88, as in the
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past, the President proposes to eliminate almost all programs that
build, rehabilitate, or modernize housing for low and moderate
income Americans, and replace them with vouchers., The issue
regarding whether the federal government should be involved in the
construction of new housing can be debated. In fact, the
Administration supports its contention that the federal geovernment
should not bc involved in new construction by emphasizing the use of
existing housing. However, at the same time, the Administration
proposes to eliminate most rehabilitation and modernization of
existing housing. If nothing else, this approach is an unsound
investment strategy.

The FY 87 budget for HUD-assisted housing would be cut by $600
million, leaving a level of $7.2 billion. For FY 88, $3.9 billion
is being requested, a 50 percent cut from the current FY 87 budget.
About 100,000 vouchers (79,000 through HUD and 20,000 through FmHA)
would be provided under the President's proposal. 1In comparison,
this year's allocation of almost 170,000 new units represents a mix
of vouchers, public and Indian housing, Section 202 housing, Section
8 rent subsidies and FmHA rural housing development.

HOME WEATHERIZATION

The Program

As a result of rising fuel costs in the early 1970's, Congress
enacted the Department of Energy Home Weatherization program in
1976. This program is designed to provide persons with incomes 125
percent of the poverty line and below with assistance in improving
the energy efficiency of their homes. That figure, however, is a
ceiling, and individual states may elect to make the income
eligibility requirements more stringent., 1In FY 87, approxismately
$161 million will go to state and local governments to previde
weatherization assistance. Similar to the Low Income Home Energy
Assistance Program, discussed above, this program gives priority to
elderly and handicapped households.

Administration's Proposed Fiscal Year 1988 Budget

The President repeats last year's request for no new funding
for this program. However, as the program has a slow spendout rate,
the President's request, if honored by Congress, will not abruptly
end the Weatherization program. The Administration takes the
position that responsibility for providing these services rests with
the States, and expect funds made avallable tc States through
gsettlement of petroleum pricing violaticon cases to pay for State
weatherization programs.
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Chapter 4,--Services
OLDER AMERICANS ACT PROGRANS
The Programs

Older Americans Act (QAA) programs are funded through the
Administration on Aging, which is located within the Office of Human
Development Services of the Department of Health and Human Services
(DHES). OAA programs include, among others, transportation,
outreach, congregate and home-delivered meals, adult day care, legal
services, telephone reassurance, and long-ters care (nursing home)
ombudsman programs. Seniors depend on these and other CAA prograwms
for a variety cof essential services, many of which help maintain
them in their homes and avoid unnecessary institutionalization.

An estimated 9.3 million seniors will participate in OAA programs in
1987, and of those, 3.9 million will be low income participants.
Congress appropriated a total of $1.2 billion for all QAA programs
(including some discussed at other places in this paper) in fiscal
1987.

Administration's Proposed Fisal Year 1988 Budgel

For fiscal 1988, the President's budget requests a generic
appropriation of $2.2 billion for the 26 separate discretionary
social service activities administered by the Office of Human
Development Services (OHDS) at DHHS, including Aging and
Children's Services, Native fmerican Programs and Developmental
Disabilities Programs.

Although the administration lists aging services as a high
priority, this approach leaves many important aging and non-aging
pregrams unprotected from cuts or prograd shifts at the discretion
of the Administration. Also, the budget would transfer halfl {$12.5
million) the funds for aging research to children's foster care and
adoption assistance.

TRANSPORTATION

The Programs

Under Section 16(b}{2) of the Urban Transportation Act, the
Urban Mass Transportation Administration (UMTA) provides assistance
to States for the transportation of the elderly and handicapped.
States apportion the money to a variety of private non-profit
organizations which use it to purchase cquipment such as vans and
small buses with wheelchair 1ifts. Approximately 1000
organizations receive aid from these funds in any one year. Roughly
3.8 million elderly and handicapped passengers are served by the
program each year.

In addition, twc other UMTA programs provide grants for public
transportation services highly utilized by senior citizens. The
Secticn 18 program provides funds for public transportation services
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in rural areas. While an average of 12 percent of persons living in
these areas are elderly, it is estimated that as much as 50 percent
of the ridership in some of the over 1,000 local programs is
elderly. As a counterpart to Section 18, the Section § program
provides grants for lccal public transportation systems operating in
urban areas. The percentage of elderly riders varies, but is
generally much higher than the ratio of elderly tc the populaticn as
a whole in a given urban area.

Administration's Proposed Fiscal Year 1988 Budget

For 1988, the President once again, as in 1987, requests major
reductions in overall Urban Mass Transit Administration programs
from $3.5 billion to $1.6 billion. Authorizing legislation for the
1987 appropriation has been delayed due to the Service
Transportation Act being held up in conference. Under this plan,
most UMTA programs will lose substantial funding.

The major exception in the President’®s 1987 proposed
reductions was in the Scction 16(b){(2) program. The President
proposed increased funding for this program by $% million over 19486
post-sequester levels.

Although the President proposed funding the Section 16(b)(2)
program to provide elderly and handicapped transportation at
significantly increased levels in fiscal 1687, seniors would be hurt
by his overall plan to reduce UMTA funding by two-thirds. Deep
proposed cuts to both urban and rural transportation systems will
decrease the mobility of elderly and lessen their ability to remain
independent. The elderly would lose some access to transportation
services as each program benefiting them will lose an equal
percentage of funds.

LEGAL SERVICES

The Prog ram

The Legal Services Corporation (LSC), a nonprofit corporation,
funds local legal aid projects. In turn, the local projects provide
free legal services in civil matters to persons meeting poverty
guidelines. Approximately 13 percent of all Legal Services clients
are genior citizens, who receive legal assistance in areas such as
government benefits, consumer problems, guardianships, involuntary
commitments to an institution, and landlord-tenant disputes.

LSC will receive $305.5 million in Federal outlays for fiscal
1987. If the program continues at current services levels, outlays
will total $320 a@illion in fiscal 1988, and reach $376 million by
fiscal 1991, Local legal aid offices receive approximately 88
percent of their funding from the Federal Government. Although most
comes from LSC grants, offices recelve some funds from sources such
as Older Americans Act, Community Services Block Grants, and Title
XX moneys. The balance of funds come from State and loeal
governments and private sources.
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Admipistration's Proposed Fiscal Year 1988 Budget

The President's request would eliminate LSC in 1988 with no
funding to allow for completion of responsibilities.

The President expects private attorneys and bar associations
to provide legal services toc the poor, and if States need to
supplement these activities, they could do so with Social Services
Block Grants. {However, Title XX was cut by 20% in 1981. It was
originally authorized at $2.5 billion in 1976 and ten years later it
is only $2.7 billiton.)

OLDER AMERICANS VOLUNTEER PROGRAMS

The Programs

ACTION, an independent agency established in 1971, administers
and coordinates a variety of volunteer programs designed to reduce
poverty, help the physically and mentally disabled, and serve local
communities in other ways. The Older Americans Yolunteer Programs
(OAVP), administered by ACTION, are particularly important to the
elderly. These three programs, listed below, unite the time and
energy of mature, experienced, and skilled volunteers with unmet
community and individual needs. Special emphasis is placed on
serving the frail and isolated elderly, and young people whe are
emotionally, mentally or physically disabled. OCOAVP projects are
locally sponsored and administrated. The FY 1987 appropriation for
OAVP was $103.8 million.

A. RETIRED SENIOR VOLUNTEER PROGRAM

The Retired Senior Volunteer Program (RSVP) was established in
1971 under the Older Americans Act., RSVP provides volunteer
opportunities for persons age 60 and over in areas such as youth
counseling, shelter and food projects for the homeless, literacy
enhancement, long-term care, crime prevention, refugee assistance,
and housing rehabilitation. In FY 1988, literacy education for
adults will be given special attention. Volunteéers receive no
hourly stipend, but can be relmbursed for out-of-pocket expenses
incurred as a result of volunteer activities. 1In FY 1987, RSVP was
appropriated funding to provide for 383,000 volunteers.

B. FOSTER GRANDPARENTS PROGRAM

The Foster Grandparents Program (FGP) provides part-time
volunteer oppertunities for low-income persons age 60 and over.
Foster Grandparents provide supportive, person-to-person services to
children with physical, mental, emotional or social disabllities.
Participants are placed with nonprofit sponsoring agencies such as
schools, hospitals, day care centers, and institutions for
nandicapped children. Volunteers serve 20 hours per week and
provide care on a o¢one-to-one basis to three or four children.
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Volunteers receive an hourly stipend, transportation
aysistance, an annual physical examination, insurance benefits,and
meals while serving as volunteers. Volunteers must meet income
guidelines to qualify for this program and benefits are not taxed.
However, those older persons who are not income-eligible may now
serve without the stipend, as a result of amendments to the 1986
ACTION reauthorization bill but receive the other benefits. TIn FY
1987, Congress appropriated funds to FGP to support 23,800 Foster
Grandparents.

C. THE SENIOR COMPANION PROGRAM

The Senior Companion Program (SCP) was instituted 4n 1973.
Senior Companions are low-income perscns age 60 and over whe provide
personal assistance and companionship primarily to older adults.
These older adults have physical, mental, or emotional impairments
which put them at risk of institutionalization or who could not be
deinstitutinalized without the aid of the Senior Companion,
Volunteers must meet the same income qualifications and receive the
same benefits as FGP volunteers. Non-eligible older persons may
serve without the stipend, as a result of amendments to the 1986
ACTION reauthorization bill, but receive the other benefits. In FY
1687, SCP was appropriated funds to support 7,000 Senior Companions.

The Administration's Proposed Fiscal Year 1988 Budget

For Older American Volunteer Programs, the Prcsident's budget
requests budget authority of $103.6 million, the same level as FY
1987. At this level, the President projects the following:

--RSVP.--$29.6 million; 392,000 volunteers could be supported
at this level, an increase of 9,000 over the number in FY 1987.

--FPGP.--$56.1 million; 23,800 Foster Grandparents could be
supported at this level, a number equal to the FY 1987 level.

~--SCP.--$18.1 million; 7,000 Senior Companions could be
supported at this level, a number equal to the FY 1987 level.

COHMUNITYY SERVICES EMPLOYMERT FOR OLDER AMERICANS
THE PROGRAM

Community Services Employment for Older Americans was
established by Title V of the UOlder Americans Act and is
administered by the Department of Labor's Employment and Training
Administration. This program provides part-time work experience to
unemployed, low-income persons age %5 and over through contracts
with seven national service organizations and the U.3. Forest
Service and through grants to the states. FY 1987 appropriations
for this program were $326 million. This will maintain 89,000
participants.
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THE PRESIDENT'S PROPOSED BUDGET

The President requests funding of $326 million in FY 1988 for
this program, the same level as FY 1987.

JOB TRAINING PARTRERSHIP ACT

THE PROGRAM

The Job Training and Partnership Act (JTPA), a state-
administered program, authorizes a wide range of training activities
to prepare disadvantaged persons for unsubsidized employment. Three
percent (22,587) of the participants in Title II-A of this program
during the period July 1, 1985 through June 30, 1986 were 55 years
and older. Three percent of the Title II-A JTPA funds of each
State's allotment are set aside to be made available for the
training and placement of older individuals in employment
opportunities with private business concerns. The set aside for the
1987-88 program year is $55.2 million.

The set aside for FY 1988 is $53.5 million, almost $2 million
less than FY 1987.

Title IITI of JTPA authorizes a State-administered dislocated
worker program which provides training and related employment
assistance. In the program year from July 1, 1985 through June 30,
1986, eight percent (7,548} of those individuals who weant through
the program were 55 years of age or older. The total fiscal 1987
appropriation for JTPA programs is over $3.66 billion.

It is intended that these programs coordinate with the Older
American Community Service Employment Program when necessary.

THE PRESIDENT'S PROPOSED BUDGET

The President's fiscal 1988 budget includes $3.3 billien for
programs currently authcrized by the JTPA, with the exception ot the
Title III dislocated worker program, which he proposes be removed
from JTPA and funded as a separate program at $980 million. An
additional request for $150 million for Summer Youth Programs has
been made. The budget proposes funding the Block Grant Program to
states at $1.78 billion for 1988, which is estimated to serve one
million participants compared to $1.840 billion provided in 1687.
The budget proposes a 1987 rescission of $57 million, decreasing
enrollments by approximately 16 thousand participants. Block grants
to states provide funds to design and operate those programs of
training and other employment assistance to the economically
disadvantaged.



EQUAL EMPLOYMENT OPPORTUNITY COMMISSION

THE PROGRAM

The Equal Employment Opportunity Commission (EEQOC) enforces
various laws which prohibit employment discrimination based on
factors such as race, religion, or sex. The EEOC enforces the Age
Discrimination in Employment Act (ADEA), an anti-discrimination law
of particular importance to senicr citizens. This act prohibits
age-based discrimination against workers age 40 and over. The 1986
amendments to ADEA removed the age 70 cap, which had been in place
previously with certain exceptions. In 1986, older Americans filed
14,000 claims involving age discriminaticn and equal pay with the
Commission and increases are expected in the future. Under Title
II/ADEA, which covers discrimination against females 40 years and
older, 3,589 claims were filed for an overall total of 17,443 claims
filed. The EEOC will spend approximatley $137.5 million this year to
carry out its many enforcement activities.Total budget expenses are
expected to be $169.5 million in FY 1987.

THE PRESIDENT'S PROPUSED BUDGET
The President's budget requests funding the EEOC at $193,457

million. The request would put fiscal 1988 outlays at $190,329
millicn, including enforcement activities at $155,788 million.

SOCIAL SERVICES BLOCK GRANTS

THE PROGRAM

States receive Social Services Block Grants (SSBG) under Title
XX of the Social Security Act, to provide services to low-income
persons, including recipients of AFDC, SSI, and Medicaid Program
funds. Services include programs designed to: prevent, reduce, or
eliminate dependency on Federal assistance; assist low-income
persons to achieve or maintain self-sufficiency; prevent neglect and
abuse; prevent or reduce inappropriate institutional care; and
secure admission or referral to institutional care when other forms
of care are not appropriate. Of particular importance to elderly are
such SSBG funded services, such as day care, homemaker and chore
services and adult protective services. States receive grants based
on population size. In fiscal 1987, Congress appropriated $2.7
billion to the program.

State governments spend an estimated 15 percent of SSBG funds
on the elderly. This percentage has declined from over 21 percent
in 1681. A major reascon for this decline has been the lack of
increased funding to make up for the 20 percent cut in Title XX in
1681. Title XX, which was first authorized at $2.5 billion in 1976,
is now funded at $2.7 billion. When inflation is factored in,
funding for its key services are almost half of what it was a decade
ago. This has unfortunately resulted is reductions in programs
benefiting the elderly because of decisions to fund necded services
for other populations, e.g. day care services and homemaker
training.
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THE PRESIDENT'S PROPOSEDR BUDGET

The President's request for FY 1988 proposes $2.7 billion at
the same level as FY 1987.

COMMURITY SERVICES BLOCK GRANTS

THE PROGRAMS

Community Services Bloeck Grants (CSBG) are provided to States
for funding services and activities designed to reduce poverty and
promote community development. Some CSBG funds are used to provide
services to senior citizens such as job training and referral for
the elderly, home owner counseling, low-income housing construction,
transpertation, senior centers, energy and weatherization
assistance, and food and shelter.

For FY 1987 the President requested elimination of the CSBG
program, and asked that it not be given an appropriation. The
Administration considered the program duplicative and would use SSBG
funds to address the needs now met with CSBG. The request assumed
that the SSBG program would fill gaps in services caused by the
cancellation, however, did not provide increased funds to SSBG's to
cover the additional duties.

THE PRESIDENT'S PROPOSED BUDGET

For FY 1988, the President is not proposing elimination of
CSBG, but is requesting $312 million, a $58 million cut in the
program funding from the FY 1987 $370 million budget. This would
clearly reduce the CSGB services upon which many senior citizens
depend, especially those who are low income.



285

ITEM 2

IMPACT OF THE PRESIDENT'S FISCAL YEAR 1988 BUDGET:

SELECTED PROGRAMS BENEFITTING THE ELDERLY

March 13, 1987

PREPARED BY: The Minority Staff of the United States
Senate Special Committee on Aging
(202)224-14867

JOHN HEINZ
Ranking Member

73-936 0 - 87 - 10



286

PREFACE

Some judge the President's budget proposal "dead ou arrival’.
The issue is not whether this budget arrived belly up or armed for
battle. A budget will emerge from Congress, be it the
administration’s or some other, and cuts will be part of that budget.

As we put the President's budget under the microscope and dissect
it, we must ask whether it mirrors or mutates our historic commitment
to & secure, healthy old age for all Americans. In the past two
decades--particularly since the creatlion of Medicare--we have
witnessed great strides in the financial and physical well being of
the elderly in this country. But the miracles of Medicare and the
securities of our social programs were not pulled from a magician's
hat. They were built with the hard earned dollars of the American
taxpayer -- and the wisdom of Congress in investing those dollars in
programs that benefit us all.

To take pride in our successes is justified, but not as an excuse
to fall bhack in our efforts. We must not turn our back on 20 years of
commitment by "nickle and diming"” our achievements to death.

As Congress prepares its budget proposals for fiscal year 1988,
we must reject proposals that jeopardize Lhe economic well-being of
the elderly or the quality of services provided by Federal programs.
Unfortunately, too many of the President's proposed cuts in programs
such a&s Medicare and Medicaid would renege on our commitment to the
elderly.

This report, prepared by the Committee's minority staff,
summarizes the impact of the President's budget on sclccted programs
serving the elderly, and provides information that will guide the
preparation of the fiscal year 1988 budget.

JOHN HEINZ
Ranking Member



PROGRAYM

Medicare
Medicaid
NIH

Soc. Sec.
SS1I

R.R. Ret.
Ci{v.Ser.Ret.
Miltry.Ret.
Vet .Prgrms
OAA

287

ESTIMATES OF PY88 OUTLAYS
CURRENT SERVICES AND ADMINISTRATION PROPOSALS
Selected Programs Benefitting the Elderly

FY88
Administration CBO estimates
Current Current
FY87 Services Proposal Savings Services Proposal Saviags
$ 71.6 § 78.2 $ 73.0 $ 5.2 $ 83.1 $ 78.0 $ 5.1
27.3 28,1 26.8 1.3 30.0 28.2 1.8
5.5 6.0 5.5 0.5 6.0 5.6 c.4
208.5 219.5 219.4 0.1 221.0 220.8 0.2
10.9 12.3 12.3 o] 12,2 12.2 0
6.5 6.8 8.7 0.1 €.7 8.7 0.0
258.7 27.86 26.1 1.5 27.2 26.3 0.9
18.1 18.8 18.8 o] 19.1 19.1 [
26.8 27.5 27.2 0.3 27.4 26.7 0.7
0.7 n/a n/a n/a 0.8 nfa n/a

- %1 -
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I. HEALTH PROGRAMS

OUTLAYS
(in $ billions)
FY88
Administration CBO Estimates
Current Current
PROGRAM FY87 Services Proposal Services Proposal
Medicare $71.6 $78.2 $73.0 $83.1 $78.0
Medicaid 27.3 28.1 26.8 30.0 28.2
5.5 6.0 5.5 6.0 5.6

MEDICARE

Overview: For FY88, the budget proposcs $4.7 billion in program

savings and $2.3 billion in revenues through premium increases and
expansion of Medicare coverage to state and local employees. Over
5 years, it proposes about $25.9 billion in program savings and
$26.2 in revenues. When compared to curresnt law, Medicare will
coptribute about $50 billion to deficit reduction for FY88-92
through program changes, premium increases and other iacreases in
revenues.

Under current law, Medicare outlays for FY88 would increase 10.8
percent over FY87. Under the Administration's budget, they would
increase 4.8 percent, resulting in a 6 percent change from the
current services level.

The PRO budget in FY88 is $176 million, an increase from FYB7's
budget of 170 million.

In 1288, Medicare will serve 30 million aged and 3 million disabled
persons.

ADMINISTRATION ESTIMATES
{in $ millions)

Current
Services Proposed Change From
OUTLAYS FY87 FY8s FY88 FY87 Cur.Serv.
Total Qutlays $78,159 $86,588 $81,912 $3,747 $-4,687
Offsetting
Receipts -6,545 -8,340 -8,881 -2,336 -541

Net Qutlays 71,614 78,248 73,032 +1,411 -5,216
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Beneficiary Cuts: Beneficiaries curreatly pay, on average, more thaa
15 percent of their incomes on out-of-pocket health care costs. There
are several proposed changes in the budget which would increase the
out-of-pocket costs of Medicare beneficlaries. Beneficiaries would
directly absorb about 4 percent of the cuts in 1988; however, the
impact in the outyears is greater as a rosult of the premium and
deductible increases. The proposals are:

® One month delay in eligibility for Medicare
Savings -- FY88 = $285 million; 5 Years = $1.7 billion

¢ Increased Part B Premium
Savings —- FY88 = $571 million; 5 Years = $15.7 billion

-- The premiums for current enrollees would be set at 25 percent
of program costs (current law).

-- In 1988, the premium would be set at 35 perceat of program
costs for new Part B enrollees.

-= Premium would be set at 50 percent for third party payers.
This primarily affects the States, which pay the Medicare
premium for Medicaid beneficiaries.

Under this proposal, premiums would increase as follows:

1988 1988 1890 1991 1882
Total
Present Law 22.80 23.80 24.40 25.30 26.10 Iacrease
Admin. 25% 22.30 25.80 28.50 31.80 34.40 32%
Proposed 35% 31.20 36.10 38.90 44.50 48.20 85%
Increase 50% 44,60 51.60 57.00 63.60 68.80 164%

This proposal imposes increased out-of-pocket costs on all
veneficiaries, but particularly on those who enter the program
after Oct. 1, 1888.

e Index Part B deductible to Medicare Economic Index. This would
increase from $75 in 1987 to about $77 in 18988.
Savings -- FPY88 = $24 million; 5 years = $725 million

o Extend Medicare as Secondary Payer for Disabled Beneficlaries who
work for medium sized firms with group health iasurance (25 to 99
workers).

Savings ~- PY88 = $120 million; 5 years = $810 million
Note: OBRA of 1986 made Medicare secondary for firms with 100
employees or more. (House conferees accepted large employers ounly
after a long fight.) Employers oppose it as another cost-shift
to the private sector.

-2 -
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Provider Cuts: Some of these items were proposed last year, and
others call for repeal of provisions that were included in the Omnibus
Budget Reconciliation Act of 1986, Unlike last year, the
Administration is proposing most of the changes through legislation.
Only two provisions would be achieved through regulatory initiatives
(PPS for capital; eliminate return on equity for SNFs; outpatient
departments). The proposcd FY88 savings are distributed as follows:

hospitals = 57 percgent;

other providers = 4 percent;

third parties {(states and employers) = 18 percent;

physicians = 17 percent.

Note: Savings figures are only provided for FYB8,

e Establish PPS for Capital (No savings in FYB88). Implement through
regulation a 10-year transition for fixed capital and a 2-year
transition for moveable capital to PPS, assuming the same payment
reduction {7 percent) that was included in OBRA of 1986. Plan is
nct specific so that it is not clear whether there is grandfathering
of old capital.

® Restore discretion of Secretary to Establish Update Factor for PPS
Rates ($510 million). OBRA of 1986 removed the Secretary's
authority to determine the percentage change in PPS rates for FY88
by setting the rate of increase at market basket minus 2 percent.
.This would restore the Secretary's authority and assumes that the
update would be 1.5 percent (subject to change).

® Changes in Medicare payments for direct medical education. ($310
million). Legislative changes to repeal the COBRA prohibition
against further limits on direct medical education costs and to
eliminate other education payments including: (1) classroom and
other educational program costs; and (2) payments for undergraduate
nursing and allied health professional education.

e Reduce Indirect Medical Education Payments {($835 million). ¥ould
reduce indirect factor to 4.05 percent.

e Eliminate Periodic Interim Payments for Disproportionate Share
hospitals ($1,180 million).

e Modify prompt payment standards ($890 million). The OBRA provision
regarding payment of clean claims would be modified to extend the 30
day cciling to FY88 and beyond.

® Eliminate return on equity for Skilled Nursing Facilities {SNFs) aad
hospital outpatient departments. ($60 million).

- @ Place hospital radiologists, anesthesioclogists and pathologists
(RAPs) under prospective payment for inpatient services. ($10
million). Medicare would pay an average rate for the RAP services
associated with a specific procedure.
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& Other physician reimbursement reforms. ($180 million). Includes
further reductions for cataract surgery (13 percent on top of OBRA's
10 percent cut); limit customary charges of new physicians at 80
percent of the prevailing charge; reductions in other "overpriced
physician charges;” limits on prevailing charges for certain medical
or surgical services where there is a large disparity between the
charges of a specialist and non-specialist.

e Include state and local employees hired after March 31, 1986 under
Medicare (revenue increases of $1.6 billion in FY88). Note: This
is & big revenue preoducer and good policy, but House will probably
resist again.

@ Repeal of specified provisions in the Omnibus Budget Reconciliation
Act of 1986 ($323 million):

-— extension of Medicare coverage to vision care services
performed by optometrists.

-- expansion of Part B coverage to additional occupational
therapy services.

-- expansion of Part B coverage to, and separate payment for, the
services of physician assistants who furnish services under
the supervision of a physician.

—— ESRD facility rates and replacement with “appropriate rates
based on available data and confirmed by the GAOQ."
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MEDICAID

ADMINISTRATION ESTIMATED OUTLAYS
(in $ millions)

Current Services Proposed OQutlays Change
FY86 = $24,995 $24,995 -
FY87 = 26,700 26,700 -
ryas = 28,120 26,864 -$1,256
FY89 = 30,870 28,035 -$2,835

GVERVIEW

The Administration proposes a $1.3 billion reduction in Medicaid
expenditures for FY88 and $2.8 billion in FY89., Thus, expenditures
are reduced by 4.5 percent in FY88 and 9.2 percent in FY83. Total
reductions for five years (FY88-92) are $16 billion.

The largest portion of the savings ($1 billion of $1.3 billion)
is in the form of limits on benefit payments; the remainder are
administrative reductions.

Changes Affecting Beneficlaries

Cost Cap: As in the past scvceral budget submissicns, the
Administration is again proposing a reduction in Medicaid expenditures
-- $1.3 billion with an offsetting "contingency fund” of $3C0C million
for states with "unusual cost increases” -- with a cap on future
program growth. Future increcascs in Medicaid will be limited to the
Medical Care Component of the Consumer Price Index. Federal payments
will continue to match State expenditures, but only up to the State's
growth limit.

Revised Spend-Dowp Provisions: States would be regquired to
impose eligiblility restrictions on beneficiaries who transfer assets
for less than fair market value if, without the transfer, they would
have been ineligible for the program. Would be modeled after SSI
program. (Saves $20 million in FY88).

Iafant Mortality Imitiative: Demonstration project to provide
comprehensive case management services to pregnant women. (Cost: $83
million in FY88).

Administrative Changes

Elimipation of Special Matchipg Rates: All administirative
matching rates would be equalized at 50 percent to “"encourage
efficlency." This affects administrative costs for family plaaning
services, information systems, skilled medical personnel, survey and
certification activities, contracts with PROs and fraud control.
Payments are phased out as costs exceed national median. (Savings:
$360 million in FY88).

-5 -
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Other: Reimbursement limits would be imposed on non-emergency
care provided in Hospital emergency rooms (saves $80 million in FY88);
administration of patient care and facility certification inspection
processes in long term care facilities {(savings ?)

Analysis

Cost Cap would fundamentally alter the Hedicald program. Placing
e cap on the federal match would change the Medicald program from an
entitlement to a "block grant.” Some states will be able to absorb
the additional costs; most will not and administrative efficiencies
can only produce modest additional savings.

Despite a projected growth in eligible beneficiaries of 441,000
(1.8 percent) the proposal would reduce projected expenditures for
benefits by $1.3 billion (4.5 percent) in FY88, allowing the program
to grow by only $i64 million (0.8 percent}).

The cost cap has been proposed in the last several budget
proposals and has been soundly rejected by Congress each time. There
are not good estimates of the number of poor people who might be
denied or given inadequate health care if this proposal is enacted.
It is generally believed, however, that such a cap would increase the
disparities that now exist between states and eliminates the
possibility of needed improvements in states' Medicaid programs.

Administrative changes could hinder monitoring efforts by states.
The administrative changss are relatively small in comparison to the
cost cap, but reductions in the federal match for PRC activities and
survey and certification could contribute to a deterioration in the
already poor guality of care provided in many nursing homes.
Moreover, states may devote more of their own funds to administration
(to make up for any loss in federal funds), but this may be to the
detriment of services to the needy.
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NATIONAL INSTITUTES OF HEALTH

The Administration estimates that its proposed FY88 budget for
NIH would increase the agency's total outlays by $80 million over FY87
cutlays. Budget authority would actually only increase by $10 million
over FYB87. This figure includes an increase of $81 million for AIDS
research (from $253 million in FY87 to $344 million in FY88), DHHS
proposes a recision of $72 million in Research Project Grants and
other research activities for FY8B appropriations (from $5.8 billion
in FY87 to $5.5 billion in FY88). This will translate into a propesed
reduction in new and competing research projects of 700, from 6,400 in
FY87 to 5,700 in FY88. The Administration proposes that Congress
appropriate full budget authority associated with multi-year research
project grant commitments in the year for which the project graot is
approved.

NATICNAL INSTITUTE OF AGING

inder the DHHS proposal, total outlays for NIA will be reduced by
approximately $1.2 million for FY88 (from $167.2 million in FY87 to
$166 million in FY88). This is fairly evenly distributed between
research project grants, centors and training. Despite the reduction
of $0.5 million in research project grants, the actual number of
grants will remain the same (537). The FY88 appropriations request
includes $56.9 million for Alzheimer's disease research, the same
amount as appropriated for FY87. Funding for training is reduced by
$0.3 million,

Note: The figure for FY87 includes $11 millicon that the
Administration would like to "roll over" to FY88. The request of
$237.9 million for FY88 includes $81 million in advanced appropriation
for FY89-91.

HEALTH PROFESSIONS EDUCATION

The proposal for Health Professions Education is a 54 percent
decrease from the FY87 allocaticn, from 368 million to $31 million.
This follows on a 64 percent decrease from FY86 to FY87, from $187
million to $68 million. The proposal for FY88 is $204 million of
which DHHS plans to rescind $135 million.

The Administration feels that the supply of physicians is now
adequate to meet the country’s medical needs and proposes the
elimination of grants for training of health professionals, replacing
it with market rate loan guarantees. The exceptions to this would be
for geriatric training and family medicine- training programs whose
funding %ill remain at the current level.
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1I. INCOME MAINTENANCE PROGRAMS

OUTLAYS
(in $ billions)
FYB8
Administration CBO Estimates
Current Current
PROGRAM FYB7 Services Proposal Services Proposal
Social Security $208.5 $218.5 $219.4 $221.0 $220.8
881 10.8 12.3 12.3 12.2 12.2
Railroad
Retirement 6.5 6.8 8.7 6.7 6.7
Civil Service
Retirement 25.7 27.6 26.1 27.2 26.3
Military
Retirement 18.1 i8.8 18.8 19.1 19.1
Veterans
Prograns 26.8 27.5 27.2 27.4 26.7
SOCIAL SEBCDRITY
BENEFITS

No proposed changes in social security benefits or COLAs. Under
current services estimates, outlays for bencfits (in billions) will
be:

FY86 $196.5
FY87 205.5
FY88 216.9
FY82 230.0
FY90 244 .4
FYsi 258.1
FYg2 273.2

PAYRCLL TAXES
Proposals to increase the payroll tax revenues:

1., Require employers to pay taxes on the full amount of cash
tips. Currently, employer liability is limited to the
portion of tips considered to be wages under the Minimum Wage
law. This proposal would raise $0.2 billion in FY8s.

2. Extend Social Security coverage to earnings by armed forces
reservists on inactive duty, student workers, agricultural
workers, children employed by their parents, and spouses
employed by the other spouse.
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3. Conform the Social Security treatment of group term life
insurance to the income tax treatment. Currently, social
security does not tax these employer-provided benefits,
although to the extent that the face value of the policy is
greater than $50,000, the cost of the policy is imputed as
income to employees for income tax purposes under a uniform,
age-adjusted schedule set by the IRS,

Proposals 2 and 3 would together raise $0.3 billion in FY88.

8.3.1.

No cuts in benefits or COLAs have been proposed. The CBO current
services estimate for FY87 outlays is $10.8 billion for the SSI
program. In FY88 this figure will grow to $12.2 billion. The
significant increase in outlays is not due to an expansion of
eligibility or benefits. Because of the way the calendar falls, the
October 1988 benefits (which would normally be part of the FY89
budget) will be majiled in September 1888, causing 13 monthly benefit
paymeats to be included in the fiscal vear.

-9 -
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RAILROAD RETIREMENT

OUTLAYS
(in $ milliouns)
S.S. Pension Suppl. Windfll Total S.S.
Equiv. EQuiv. Annuity Benefit Admin. Spending Intrchng

ADMIN. EST.
FY87 Current

Services 3,832 2,215 117 380 57 6,601 -2,746
PY88 Current

Services 3,957 2,288 116 368 54 6,793 -2,850
PY88 Budget

Proposal 3,857 2,298 116 276 54 6,701 -2,850
PY88 Legis.

Proposal -- yields $27 in savings 6,674
CBQ EST.
FY87 Current

Services 3,832 2,150 117 380 59 8,538 -2,746
FY88 Current

Services 3,874 2,303 116 278 63 6,732 -2,850
FY88 Budget

Proposal 3,974 2,303 116 276 54 6,723 -2850
FY88 Legis.

Proposal -- yields $32 in savings 6,691
BENEFITS

The Administration proposes additional outlays of $63 million for
FPYB8. This increase is the result of two factors:

1. The obligation tc pay Vested Dual Benefits would be
transferred to the Rail Industry Pension Fund. This
increases outlays approximately 3$92 million in FY88.

2. The $92 million increase would be offset somewhat by
cancelling the Tier II COLA for 1988. CBO estimates savings
from the COLA cancellation of $32 million, OMB estimates
savings of $27 million.

(Note: other proposals, basically admisistrative cutbacks, have
some impact on the $65 million figure.)

PAYROLL TAXES

The Administration proposes an increasc in the payroll tax rates
for Tier II benefits (that part of the retirement system roughly
eguivalent to a private pension). Currently, employees mandatorily
contribute 4.25 percent of their pay, up to $32,700. Employers
contribute 14.75 perceat of an employee’s pay, up to $32,5300. Thus,
19 percent of pay is contributed to this fund.

- 10 =7
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The proposed budget would increase the total of pay contributed
to 20.5 percent in 1988 and 22 percent in 1989, There is ambiguity in
the budget summary as to whether the additional contributions would
come from employers, employees or a combination.

There will be no changes proposed for the Tier I payroll taxes,
which are tdentical to Social Security taxes -- 7,15 percent from both

employer asd employee up to $43,800.

- 11 -
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CIVIL SERVICE RETIREMENT

The Administration proposes lowering the level of COLAs payable
under the Civil Servige Retirement System (CSRS) to "bring them in
iine” with the nev Federal Employees Retirement System (FERS) which is
effective for those Federal workers now under Social Security.

The proposal would lower the COLA to CPI minus 1 percent in years
of inflation of more than 3 percent. It would be given at 2 percent
in years when CPI is between 2 and 3 percent, and at full iaflation if
CPI is less than 2 percent.

The proposed budget also calls for the elimination of the
retirees ability to withdraw their o¥n contributions in a lump sum at
retirement under either CSRS or FERS.

ADMINISTRATION ESTIMATES OF OUTLAYS
(in § billions)

Current Services Proposed Change
FY86 $24.0 $24.0 -
FY87 26.5 26.5 -—
FY88 27.6 26.1 -3$1.5
FY89 29.1 27.4 - 1.7

MILITARY RETIREMENT
The administration has not proposed chasges or reductions in

military retirement benefits or CCLAs. Under current services levels,
outlays for FPY88 will total $19.1 billion.

- 12 -
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VSTERANS PROGRAMS
WEDICAL CARE

No-cost care will continue to be provided to all service-disabled
veterans as well as to former POWs, veterans exposed to certain toxic
substances and radiation, veterans of wars prior to World War II, and
those receiving VA peasions.

For other veterans who meet certain income guidelines ($20,000
for a single veteran, $25,000 for a veteran with 1 dependent), the
Administration "will provide funding" for hospitalization serviges.
This is not & committment to provide care to all of these veterans who
need it. (Note: These income guidelines went into effect in July
1986.)

For those with incomes above these guidelines, the VA would still
be allowed to provide care non-hospital care "to the extent that
resources remain available.” In recent years, these resources have
been increasingly limited.

COMPENSATION

Veterans compensation benefits are paid to those with service-
connected disabilities. In the past, increases in these benefits have
not been tied to the CPI, hut are appropriated separately by Congress.
In some years, the increascs are greater than CPI-related COLAs, on
the theory that disabled veterans are needier than other groups of
beneficiaries. In at least one year, the increase was lower than the
CpPI,

The Administration proposes tying these benefits to the CPI to
make them more predictable and more comparable to other Federal
benefit programs.

PENSIONS

No changes are proposed for this program, which provides peansion
income for veterans without service-connected disabilities.

- 13 -
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PENSION BENEFIT GOARANTEE CORPORATION

The PBGC has proposed raising $347 million from the single-
employer termination insurance program through legisletion to create a
"variable rate premium". Currently, all pension plans insured through
this program pay $8.50 per participant per year to the PBGC. The PBGC
proposes that this premium be raised for pension plans that currently
have unfunded pension liabilities in relation to the size of those
liabilities., There is no specific proposal yet, however, PBGC will
probably propose keeping the $8.50 premium for plans that are funded
0 meet their termination liabilities plus have some buffer {e.g.,
termination liabilities plus 10 or 25 percent). Plans funded below
this level would pay an additional $6 to $10 per $1,000 of
"underfunding”. The PBGC proposal may alsc provide some mechanism for
automatically adjusting the premium to meet actual PBGC liabilities in
the future.

NET OUTLAYS
{(in 3 millions)
FY88
Administration CBO Numbers
Current Current
PROGRAM FYB7 Services Proposal Services Proposal
PBGC $- 4 $ 171 $-175 $ 161 $-137

- 14 -
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11i. SOCIAL SERVICES PHOGRAMS

QUTLAYS
(in $ billions)
FY88
Admigistration CBO Numbers
Current Current

PROGRAM FY87 Services Proposal Services Proposal
[02:¥:¥ $ 0.7 $ nja $ n/a $ 0.8 $ n/a
SSBG 2.7 2.7 2.7 2.7 2.7
CSBG 0.4 0.4 0.3 0.4 0.3

OLDER AMERICANS ACT PROGRAMS

Por FYS87, CBO estimates outlays of $701 million for Older
Americans Act progrems (exclusive of those administered by the
Departments of Agriculture and Laborj. Assuming current serivces,
these outlays would rise to $773 million in FY88.

The Administration proposes grouping Older Americans Act programs
with other social programs (e.g. Head Start, Native Americans, Child
Abuse, etc.) under the heading "Social Services Discretionary
Programs". They will not be making specific monetary requests on a
program-by-program basis, but would cut $34 million from the total
requests for these programs. it is unclear how these cuts would be
distributed and what the impact would be on aging programs.

Their request for Budget Authority (in $ millions) shows:

1986 1987 1988 Change

Head Start $1,040 $1,131 -——
Aging Prograas 671 712 —_—
Child Welfare Programs 218 220 -—
Developmental Disabilities 77 84 -—
Child Abuse and Family

Violeance Programs 27 39 -
Native American Programs 28 2e ——-
Other Social Services 27 29 -—

TOTAL $2,088 $2,244 $2,210 -$34

The Office of Human Devclopment Services (OHDS) will be
submitting a legislative proposal to reauthorize the QOlder Americans
Act which will contain several provisions to target aging programs to
low-income, minority, and other "yulnerable” elderly. This would
prove a radical departure from the current focus of Older Americans
Act programs, which are designed to glve access to all elderly.

- 15 -
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BLOCK GRANT PROGRAMS

In addition to Older Americans Act funds, the elderly also
receive services from other social speading programs such as the
Social Services Block Grants and the Community Serivces Block Grants.
For FY88, the Administration proposes funding SSBG at current scrvices
levels -- $2.7 billion. Spending on CSBG would be reduced from $382
million (the current services level for FY88) to $328 million.

- 16 -
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GAO
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United States
General Accounting Office
Washington, D.C. 20548

Human Resources Division
B-226484
March 10, 1987

The Honorable Lawton Chiles, Chairman

Subcommittee on Labor, Health ang
Human Services, and Education

Committee on Appropriations

United States Senate

The Honorable William H. Natcher, Chairman
Subcommittee on Labor, Health and
Human Services, and Education
Committee on Appropriations
House of Representatives

This is the first of three required reports on Social Security Administration (§5a}
staff reductions and the quality of service ssA provides to the public. The other two
reports will be forwarded to you later this year.

This report (1) discusses changes in traditional SsA service level indicators, such as
payment accuracy and claim processing time; (2) analyzes current and past ssa
staffing levels; (3) presents the views of ssa employees, managers, and clients on the
quality of ssA service; (4) analyzes workloads and processing times for 15 ssa field
offices that experienced significant staff reductions; and (5) examines ssa staff
reduction actions in implementing its fiscal year 1987 budget.

As arranged with your offices, uniess you publicly announce its contents earlier, we
plan no further distribution of this report until 30 days from its issue date. At that
time, we will send copies to other interestad congressional committees and members;
the Secretary of Health and Human Services; the Director, Office of Management
and Budget; the Comumissioner, 884; and other interested parties. We will also make
copies available to others upon request.

ZWQW

Richard L. Fogel
Assistant Comptroiler General
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Chapter 1

Introduction

In January 1985, the Social Security Administration (S84) announced
plans to reduce its staff by 17,000 full time equivalent (FTE) positions
through fiscal year 1890, about a 21-percent reduction in staff. The
plan's announcement generated widespread concern that the reduction
would impair ssa's ability to provide guality service to its clients. ssa
has maintained that service will not be adversely affected, saying that
because of planned system and procedural enhancements, fewer staff
will be needed.

Despite ssa assurances, in House Report No. 99-289, dated September
26, 1885, the House Committee on Apprupriations directed the commis-
sioner of social security to periodically report to the Committee on the
quality of ssa service. The report stated:

“The staffing and {aci!ities issues have brought into focus the concern of this Com-
mittee and the Congress as a whole that levels of service be maintained for Social
Security beneficiartes and the public in general. In order to better evaluate the
effect of changes in Soclal Security’s administrative activities on service, it is essen-
212l that the Committee have dependable data on what i3 happening in the fieid,
This includes regional and } average pr ing time {or processing new or
revised claims, posting of i} or appealing decisi: the accuracy of payments
us measured by existing quality control programs; and finally the convenience o the
public as measured by commuting and waiting times, etc."”

The Committee asked that S8 report guarterly for at least the next 2
fiscal years, and in March 1086, ssa delivered its first report covering
the quarter ended December 1885. Three additional reports were issued,
the last for the quarter ended September 1986. The reports contained
data on s8a’s traditional performance indicators, which include payment
accuracy, claims processing times for initial claims, and the nature and
extent of work backlogs.

In July 1888, the House Appropriations Committee directed the Comp-
troller General to take over the responsibility for preparing the reports
on 88A performance. In its report (88-711), the Committee stated:

“The tasues of stalfing levels and field office closings continue to be of grest concern
o the Congress. l.ast year the Committee required the Commissioner of Social
Security to submit quarterly reports on various measures of service to the public.
This information is being used to monitor the effect of staffing and other administra-
tive changes on the public. ..

Page 10 GAO/RRD-87-08 88A Service
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“While these reports have been very usefui to the Committee, there has been sub-
stantial concern expressed regarding the objectivity of this self-evaiuation. The
Committee, therefore, requests that the Comptroller General take over the responsi-
bility for the preparation of these reports in fiscal year 1987, The Committee
expects SSA to cooperate fully with the GAO and will expect reports on February i5,
June 15, and Qctoder 15, 1887. This revised repart should be expanded to include
statting levels for the Office of Central Revords Operations, the Payment Service
Centers, the Gffice of Disabiiity Operations, the Regional Commissioners (with a
breakdown for field offices), and the Office of Hearings and Appeals (with a break-
down for hearing offices). The February {5 report should include historical data on
changes in staffing levels over the last § years both overall and within the various
subdivisions of SSA."

The Senate Appropriations Committee—in Report No. 858, dated
August 15, 1986—also expressed concerns about the quality of ssa ser-
vite and asked GAU 1o monitor SSA services and provide reports in Feb-
ruary, June, and October 1887.

In subsequent discussions with committee staff, it was agreed that we
would provide the first report just prior to the fiscal year 1988 appro-
priations hearings scheduled for mid-March 1987 rather than February
15, 1987. The change provided additional time to incorporate into the
report statistics on A performance in the first quarter of fiscal vear
1887 and its proposed fiscal year 1988 staff reductions.

Objectives, Scope, and
Methodology

Our objectives were o (1) assess the quality ox: SSA service, (2) identify
the nature and extent of ssa staff reductions, and (3) determine the
effect of staff reductions on service,

To assess the quality of ssa’s service, we first compared 584 performance
data on key service indicators from fiscal year 1984 through the first
quarter of fiscal ycar 1987. The indicators included payment accuracy,
processing times for claims and appeals, workloads pending, and client
wait time in field offices. These were selected from among the major
performance indicators contained in ssa’s four earlier reports to the
House Appropriations Committee on the quality of ssa service.

Eamnings postings and client commute times Lo ssa field offices—while
discussed in the carlier S8 reports—are not addressed in this report.
The biggest problem in recent years with earnings postings—a 38-month
postings backlog in the early 1980°s—has been eliminated, and earnings
are now posted in about 8 months from date of receipt. Commute times
were reperted as a means of measuring the service impact resulting

Page it GAC/HRDH7-66 SRA Rervice
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B .
from office closings. There were no ssa field office closings in the first
quarter of fiscal year 1887

To determine how Ssa clients view the quality of the service they
receive, we mailed a client satisfaction survey to a nationwide sample of
1,745 clients in November 1986. The survey questionnaire, composed of
44 questions, covered such issucs as employee courtesy, waiting times,
clarity of program explanaticns and notices, and overall satisfaction
with ssa service. While the sampling strategy was designed to yield an
expected sampling error of + 5 percent at the 95-percent confidence
level, the results reported herein are preliminary and are based on s
response rate of 70 percent as of January 10, 1887.

The questionnaire was identical to one we sent to clients in November
1884, the results of which were reported in our January 1886 report,
Social Security: Quality of Services Geperally Rated High by Clients
Sampled (6A0/HRD-86-8). Thus, the November 1886 survey not only pro-
vides current information on client satisfaction, but also provides an
opportunity to analyze whether the public's perception of 84 has
changed between 1884 and 1686—a period when the agency absorved
about 4,500 of the projected 17,000 FTE staff reduction.

To obtain the views of ssa employees and mid-level managers about
staff reductions, service levels, and other issues, we sent questionnaires
to samples of these groups as part of a separate review of SS4°’S MANAKE-
ment. Our report on that review, entitled Social Security Administration:
Stable Lepdership and Better Management Needed to Improve Effective-
ness, (GAO/HRD-87-38) will be issued on March 18, 1887. The question-
nalre strategy used in this review was designed to yield a sampling error
of plus or minus § percent at a 85-percent confidence tevel for cach
group sampled.

The questionnaires 1o sa employees were mailed in March 1986. We
matied 1,084 questicnnaires to & nationwide random sample of WA
employees at grade levels GS-5 through GS-13; 805, or 83 percent
responded. The sample covered employees, such as claims and service
representatives, benefit and claims authorizers, and computer and pro-
gramming specialists, or about 60 percent of all ssa employees working
in Headquarters and field facilities. The questionnaire obtained
employees’ perspectives about personnel and operational issues such as
morele, work assignments, supervision, systems improvements, training
and development, and performance appraisals. Also obtained were

Page 12 GAO/HRD-5768 SUA Service
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employees' opinions on the effect of stalf reductions and the quality of
service to the public.

ssa mid-level managers were mailed a questionnaire in June 1686. The
questionnaire was sent to all headquarters deputy associate commis-
sioners, office and division directors, and deputy office and division
directors, except for those in ssa's Office of Management, Budget, and
Personnel, which is responsible for administrative and support fune-
tions. At the ficld level the questionnaire was also sent to all field
deputy regional commissioners, assistant regional commissioners, area
managers, deputy program service center directors, program service
center process branch managers, regional chief administrative law
Jjudges, administrative law judges-in-charge in ficld hearings offices, and
data operations center mansagers. To obtain the views of ssa's field office
managers, Guestionnaires were also sent to 281 randomly selected dis-
trict/branch office managers.

In total, we mailed questionnaires to 813 mid-level managers; 645
mid-level managers, or 80 percent of those sampled, responded. The
questicnnaire covered managers’ perspectives on such issues as organi-
zational envir t, policy, planning, budgeting, staffing, and per-
formance management, and asked about the adequacy of staffing, the
effects of staff reductions, and current and past unit performance.

While we believe the responses to the employee and mid-level manager
questionnaires provide useful insights on service and staffing, we also
believe caution should be used in interpreting their results. For example,
questions about service qualily and unit performance are likely to
receive positive responses; negative responses could be considered self-
incriminating. Further, as a general rule, we believe managers tend to
resist reductions of their staff. Likewise, empioyees will resist reduc-
tions if the reductions are perceived as (1) increasing the amount of
work they have to do and/or (2) threatening their job security.

To study the potential effect of staff reductions on individuai field
offices, we visited 15 offices that experienced large staff cuts since
fiscal year 1983. We postulated that if staff loss has adversely affected
Service, the adverse effects should be manifest to a greater and more
visible extent in offices that have had larger proportionate loss of staff.

Our purpose in visiting these offices was to determine if there was any

substance to the allegation that staff reductions were having a signifi-
cant adverse effect on service. Qur sample size and study methodology
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precluded us from making any inferences about what has happened or
t happx tionaily but enabled us to determine whether there was
an indication of significant service deterioration in the offices visited.

We selected the 15 teld offices from 3 of the 10 s34 regions and from 10
states to obtain some geographical diversity. The offices were selected
primarily on the basis of the number and percentage of staff last. On
average, the 15 offices we visited lost about 26 percent of their staff
during the fiscal year 1883-1986 period.’ In comparison, staffing
declined 3.3 percent in the same period for el offices nationally and
11.9 percent for only those offices that Jost staff. Secondary considera-
tions in selecting offices were office size and location. Most sua offices
have fewer than 50 staff and cur selections generally followed the same
distribution. Concerning location, we attempted to cover several dif-
ferent states.

The fleld offices we visited are listed in table 1.1,

‘Nh‘faeﬁcywnmﬂdmmb&dmmmmmmmha
repcrtad by the fiedd offices.
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Tabie 1.1; Location, Size, and Statt
Loss for the 15 Offices Visitad

Beptember © Geptember 20, 1838
|:§ Number Parcant
$5A Regpion 2—Now York: B -
New Rocheiie, NY B 8 E
Jersey City, Nd 3 72 21
New York City, (rookiyn)—Bediord 3 " 34
New York Cily, (Manhatisny— B

Downtown 102 36 3
Schenectady, NY s 48 10 £
BBA Region 3 -
Wamington, OE 71 17 24

.Aﬂughmy'? (K)mm ad 28 a 14
Baltimore, MD (West) 2 7 £
Attoona, PA £ 5 %
Martinsburg, WV 17 3 18
$SA Raglon 8—Chicage:
Galesburg. B 24 s £
Peoria. iL 59 4 2
Dotroil, Mi (Conner Ave.) 5 a7
Euckd, O I8 B %
indianepoiia (West), N [E) 37
Totsl “? 164 25

At each of the 15 offices, we obtained staff opinions on selected issues,
including

the adequacy of current staffing,
the current level of service provided to the public, and
the impact of future staff reductions.

In total, we interviewed 89 ioyees, including 15 office s, 12
representatives of the American Federation of Government Employees
(ArGE) (3 offices did not have a union representative), and 50 claimy
representatives and service representatives. The managers were inter-
viewed for their overall perspective on office operations and the AFGE
representatives because the union has been vocal in opposition to staff
reductions at $8A. Finally, claims representatives and service representa-
tives were interviewed because they have the most face to face contact
with the public at sA fleid offices.

Tage 15 GAO/HRD-§766 S84 Service
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Chagter |

We examined available ssA performance data for those offices. Specifi-
cally, for fiscal years 1983-86, we analyzed proceasing times for initial
claims and workload data for the nine most labor intensive workivads
for which receipts, clearances, and pendings are reported. These work-
loads include initial claims for the Retirement and Survivors Insurance
(Bs1), Disability Insurance (p1), and Supplemental Security Income (531}
programs, and 5 redeterminations. In fiscal year 1886, these nine work-
loads accounted for about 70 percent of all fleld office resources.

To examine staffing changes in field offices nationwide, we obtained
office level staffing data for SSA's approximately 1,300 fleld offices, and
determined the number of offices in which staff increased, decreased, or
remained the same for the fiscal year 1983-86 period. For offices that
lost staff, we determined the percentage and number of staff lost and
stratified the results. Finally, we determined the extent to which the
varlous field office staff positions (such as clericals and claims repre-
sentatives) have been affected by staff cuts.

Qur review was made during 1888 through February 1887 and, except
as stated below, was conducted in accordance with generally accepted
government suditing standards. Because of time constraints, however,
we were unable to validate 584's performance data. For some of the
data, however, we determined what controls 8sA has and/or what vali-
dations it makes to ensure the data's integrity. We also questioned 84
staff to obtaln their views on the data’s integrity.

Page 18 GAO /HRD-87-88 S8A Servics
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Chapter 2

Traditional Performance Indicators Generally
Show Stable Service Levels

Traditional ssa performance indicators—payment and process accuracy,
claims and appeals processing times, and pending workloads—generally
show stability since fiscal year 1984, the year before the agency started
implementing its staff reduction initiative, Field office interview walt
time data, which ssa began collecting in 1886, show that client wait time
has declined each quarter. We believe, however, that reported wait time
is understated because not all field office wait time is included in ssa’s
data and, in some cases, offices take special steps Lo minimize waiting
times when they are measured. This chapter discusses these perform-
ance indicators and compares them from fiscal ycar 1984 through the
first quarter of 1987, where datz were available as of March 1, 1987.

Accuracy Rates
Remain Stable

Payment Accuracy SsA performance data show that since 1684, payment accuracy rates—
the percentage of benefit dollars paid accurately—have generally
remained stable for the i (which includes disability claims) and st pro-
grams. Table 2.1 shows the payment accuracy rates for these programs
for fiscal years 1984-86. As of March 1, 1887, ssa had not developed s
and sst payment accuracy rates for the first quarter of fiscal year 1987
or for the 51 program for fiscal year 1986.

Tabis 2.1: RS! and 85! Payment

Accuracy Retes Figures in percents
Fiwcai Yasr First quartes
Program 1584 1985 1088 1987
RS 85 955 988 .
ssi %7 %7 . -
Process Accuracy ssa performance statistics show that since fiscal year 1984, ss! process

accuracy—the percentage of claims processed that were free of pay-
ment error—has remained stable. The rates by fiscal year for the 1984
86 period were 97.6, 87.6, and 97.9, respectively. 58A compiles RSt
process accuracy rates quarterly, not annuaily. Tabie 2.2 shows the
quarterly accuracy rates for the rsi and ssi programs for the most recent
5 quarters. As of March 1, 1987, 584 had not developed ssi data for the
December 1986 quarter.

Page 18 GAD/HRD-B748 55A Service
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Chapter 2
Show Stable Service Levels

Tabie 2.2: RS} and 8S! Process
Accuracy Retes

Figutes in percents
Frgures in pexc — —
December March June September  December
1985 1888 1888 ~ 1988 1
RS %8 %6 976 §73 %5
8T ®.a 978 978 R .

According to 58a, the lower RS process accuracy rates for December and
March reflect normal seasonal variations. The i rates generally were
stable during the period.

Disability process accuracy rates reflect the percentage of disability
claims in which medical eligibility for benefits has been correctly deter-
mined. Medical determinations of disability claimants’ impairments are
made for $3A by the states. Table 2.3 shows disability process accuracy
rates for both initial claims and reconsiderations where medical eligi-
bility was the entitlement issue. Data for reconsiderations for the first
quarter of fiscal year 1987 were not available as of March 1, 1987.

Table 2.3: Disabiiity Process Accurecy
Rates for tnitin! Claims and
Reconsiderstions

Frgures in percents

Flacal yaar Instial claims Reconst
1984 %43 942
1985 963 954
1386 %86 | %S5
1887 T 828 i .
*Fust guarier

il 4

As table 2.3 shows, the accuracy of initial di y claims pr i
dropped sharply in the first quarter of fiscal year 1987. ssa officials said
this is due to the inclusion of mental impairment claims in the overall
statistics. These claims had been excluded from overall statistical
reports during mich of 1986 because of extensive changes in the med-
ical evidence requirements for these claims. When major programmatic
changes occur, ssa temporarily excludes affected claims. ssa officials
said Di initial claims accuracy should improve as the states gain further
experience in adjudicating claims under the new rules. With respect to
reconsiderations, the table shows Lthat process accuracy has increased
since fiscal year 1884.

Page 19 GAO/HRD-8766 SSA Service
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Processing Time
Performance Varies

Initial Claims

Table 2.4 shows the mean processing times for ssa’s initial claims work-
loads from fiscal year 1884 through the first quarter of fiscal year 1987.
Overall, the table shows that processing times have increased for two
woridoads (D1 and ssi-blind and disabled {8/D] claims) and decreased for
two (RSt and ssi-aged).

Tatis 2.4: Mean Procasaing Timas for
initial Claims

73-936 0 - 87 -11

S P e e
Processing times in days®

Cays Percent

Clisim type 1984 1935 1938 Firet 1887 i 7 m
RSP 24 3 21 B = =
Disability 70 70 81 79 +9 +13
S8+-Aged 15 12 iC 1 -4 -7
580 23 78 0 +6 ¥8

Deye rounded 10 the neares: wholg day.
WG I G renca ciams.

The processing times for bi and $2-8/D claims inciude the processing
tirnes of state disabllity agencies. s3a attributes the increase in the
processing times for those claims primarily to implementation of the
1084 disability reform legisiation, which required more extensive devel-
opment of mental impairment cases. The generel decrease in processing
times for rsi and s5i-aged workloads is attributed to increased autome-
tion of the claims workload and the establishment of an accelerated
claims gystem for processing less complex ciaims. Included as appendix I
are national processing times for inftial claims for the iast § quarters—
December 1885 through December 1688.

On & regional basis, processing times for the initial claims workioad vary
significantly. For example, during the December 1886 quarter, the
Boston Reglon's mean processing time for an rsi claim was 23 days,
while the Philadeiphia Region’s was 15 days. 88 explained the reasons
for such regional variations in its first report on the quelity of service:

“Verigtions among regions In the processing of workloads have always existed and

are the result of a variety of factors, including ciient characteristics, soctoeconomic
conditions, the relative performance of Disability State Agencies, geographic ares
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served, etc. In some instances, variations can be caused by the jaw. Ao S claim, for
example. is 3 much more difficuit work unit in States with supplemental benefits
and lex living ar H ions than in those States which do not inciude
those legal conditions.”

Regional mean claims processing times for the December 1885 and
December 1986 quarters are presented in appendix II.

Appeals

Reconsiderations—the first level of appeal—are made in 58a ficld
offices and by state disahility agencies for Di claims. Since 1984, their
mean processing time increased 10 days. Hearings—the second level of
appeal—are performed in Office of Hearings and Appeals (0#a) field
offices, and since 1884 their mean processing time decreased 6 days.
The mean processing time for appeals for fiscal years 1984 through the
first quarter of fiscal year 1887 are shown in table 2.5.

Table 2.5: Maan Processing Times for
Appesis of SSA Declalons*

S
Figures in days

Days Percent
1584 1985 1988 1987 m m
Reconsiderations 51 53 & 61 +10 +20
Hearings 185 167 172 178 -§ -32

Does Aot mxiucien ters for reconmderations o8 SS decisons: SSA cusrently does not track SS! recon
siceration tans

According io SSA, the increase in reconsideration times in fiscal year
1986 resulted from the 1984 disability reform legisiation’s requirements
for more ive devel t of medical evidence, particularly for
mental impairment cases.

Like processing times for initial claims, processing times for appeals also
vary by ssa region. Appendix UI contains the regional processing times
for reconsiderations and hearings for the last § quarters—December
1985 through December 1986.

Pending Workloads
Show Overall Decline

On an overall hasis, §sA’s major pending work!oad?sm x:xscai year 1986
were down substantiaily from the levels at the end of fiscal year 1884,
Table 2.6 shows the changes for those workloads.
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Table 2.8: Pandings for 88A"s Major S
Workioads Workloads in thousands*
N .
First quarter ___chenge
1984 1985 1886 1887 (84-B36) (88-87)
Fieid offices:
RSt claims® 151 155 116 108 -2 -7
Dicimms X ¥ w1 T zm 41 -
SSheged clams 13 § 5 3 - -4
SSHB/D claims 8 218 247 218 +46 -
fiS! and Sl overpayments® 12 % 106 WY -3 -5
Program service centers: T
RSI ciaims® 82 8 E] 53 -3% -0
Overpayments 55 31 16 - 5 -1 -6
. i v -
D clmms 43 36 19 8 —61 =5
Office of Central Records Oparations:
Certified wage records for RS )
and Di claims 86 58 &8 47 21 -3
Office of Hearings and Appeais:
Heaings 108 107 [Ei 133 +8  +14
SRounded 1o nearsst thousand.
Bchxies Nalth MKRTENCe Clamms.
The table shows that pendings for three workioads (0! initial claims, st
B/D initial claims, and OHA requests for hearings) increased from fiscal
year 1884 Lo fiscal year 1888, while pendings for all other workloads
declined. ssA officials attributed the increase in bt and 851 B/D initial
claims pending to the cffect of the 1984 disability reform amendments,
and attributed the increase in o#a hearings pending to & sizable increase
in the number of requests for hearings. For example, in fiscal year 1986,
hearings receipts in the last quarter increased nearly 50 percent over
the number received in the first quarter.
Wait Times According to S84, the average time S8 clients wait to be interviewed in
field offices has declined steadily since the March 1886 quarter—the
Understated

first quarter for which ssa collected wait time data nationally. Table 2.7
shows client wait times for the past 4 quarters as measured by SSA.
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Tabig 2.7: 8SA Fieid Office Client Wait
Tines

Quarter ending
Mi‘;a‘ w 1988 1538
Rumber of visitors s 75.368 ®6% 63634
Aversge walt tims {in
123 103 88 12
Percent of visitors who
waited:
05 minutes 53 57 60 &
& 15 minutues 2 2 21 -
630 minutes i 1" N 1
3145 minutes 6 5 4 3
4560 minutes 3 2 2 3
Over 80 manutes 4 3 2 1

These data, however, do not completely reflect the length of time indi-
viduals spend in field offices waiting for service. SSA’s sampling method-
ology does not measure all the wait time experienced by the public, and
some $sa field offices change normal operating practices to reduce wait
time during the sampling period.

$SA wait times reported do not include time individuals wait tosee a
receptionist; instead, they measure only the time from the point a client
sees a receptionist to the point that the client sees an ssa interviewer. To
learn how long individuals spent waiting to see a receptionist, ssa con-
ducted a special study at 75 offices for 2 weeks in August 1886. The
study showed that 41 percent of the visitors had no wait before seeing a
receptionist. The 59 percent that did not have direct access 10 a recep-
tionist, however, waited an average of 8.8 minutes.

Another aspect of wait time not measured by SSa is the time individuals
spend waiting in “speed lines,” which is a technique that directs individ-
uals whose visit can be handled quickly to designated locations or sta-
tions. While this can be a good technique for reducing wait times, four
American Federation of Government Employees {AFGE) representatives
said speed lines are being used too much, to the point that some speed
lines now have long wait times. ssa has instructed field offices—for wait
time study purposes—to assume that individuals in speed lines have
zero wait times. Consequently, some amount of wait time may not be
captured as part of sSa’s data.
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Finally, interview wail times measured and reported to ssa's central
office by the field offices in some cases are not representative of actual
wait times because normal practices are not followed during the sam-
pling period. For example, individuals in 6 of the 16 field offices we vis-
ited (see chapter 4) said that during the wait time sampling period—a
predetermined 30-minute period per week in each field office—offices
change their procedures to reduce wait time. Typically, more claims rep-
resentatives are assigned to conduct interviews of individuals who enter
the office during that 30-minute period, and more service representa-
tives are present in office reception areas. The changes have the effect
of reducing interview wait time.

The employees’ comments in these six offices were reiterated ina
written statement by a claims representative. The statement was pro-
vided to us by a representative of AFGE, and stated in part:

“This placid scenario {normal joni however, when the
waiting time study sample period comes. Manasement gets extremely agitated about
the peopie waiting and they round up ail available interviewers to take care of the
people, whether it is crowded or not. If there are two RS interviews waiting and
both the primary and sccondary interviewers are interviewing, they wiil have
another CR {claims representative] interview. This does not occur outside of the
sample period. They watch over the Interviewing arca like hawks for the entire
sample time. This is especially true if the sample time occurs during an extremely
busy time.”

In discussing our observations on waiting time data, ssa officials
acknowledged that their study methodology does not capture all wait
time at ssa field offices, They said, however, that generally the data col-
lected is adequate to monitor this aspect of sua service. Concerning the
wait time that is not measured, the officials said—because of the cost to
capture ull wait time—they prefer to monitor these wait times on an ad
hoc basis, such as the study which examined the time clients spent
waiting to see the receptionist. Concerning the change of office proce-
dures during the wait time study period, ssa officials said they will
emphasize to field offices that they report data representative of normal
practices.
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Other Performance
Data Not Collected

We issucd in 1986 two reports which addressed the need for S to
expand its collection of performance data.

The first report, issued in January 1886, (see p. 12) pointed out that ssa
does not routinely assess client satisfaction with its service and recom-
mended that ssa conduct periodic client surveys. sua agreed with GAQ's
recommendation and developed a plan for doing so. The plan was
approved by the Department of Health and Human Services (HHS) on
January 29, 1987, and calls for conducting client surveys under a con-
tract arrangement. According (o SSA, data on the first survey should be
available in the summer of 1888,

The other report—entitied Social Security: improved Telephone Acces-
sability Would Better Serve the Public (GA0/1RrD-86-85 )—was issued in
August 1986, The report was based on a nationwide test of the public's
access to $SA via telephone (c.g. how often did a caller get a busy signal
and, if put on hold, how long was the wait) and showed that access to
84 by phone varied greatly across the country.

Because ssA had little information on the accessibility of its phone ser-
vice, we recommended that ssa periodicaily measure and evaiuate ser-
vice provided by telephone answering facilities. In a letter to Gao dated
January 13, 1987, #Hs agreed with Gao's recommendations and said that
responsibilities to impl the above rec dation would be
assigned to the appropriate $Sa components in the near future,

Reliability of SSA
Performance Data

Because of the importance of s performance data in monitoring &xc
quality of ssa service, we examined the integrity of certain data. The
extent of our examination and our observations are discussed below.

Payment and Process
Accuracy

We did not validate the ssa payment and process accuracy data con-
tained in this report. Currently, however, we have underway an assess-
ment of the validity of the payment accuracy rates for the rS! program.
A report on our assessment is expected in mid-1987.

Processing Times

Claims processing times are derived from ssA automated systems which
track for each claim the time from date of application to the date of
allowance or denial decisions. Under certain circumstances, ssa proce-
dures allow claims to be removed from the systems prior to date of
atlowance or denial. For example, if an incorrect account number were
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cstablished, field office employees can delete the claim in question from

the system. This in turn can have the effect of reducing overall field
office processing time, particularly when old claims are deleted.

A common allegation is that—to reduce processing time—feld office
personnel are inappropriately deleting or removing claims from the
automated tracking systems. In pursuing this allegation, we inquired
into S84 controls over the use of deletions and found that ssSA tracks the
use of all deletions by all field offices. Consequently, for each field
office, Ssa has the capahility to determine if the use of such deletions are
increasing or are excessive in comparison with other offices.

In examining monthly national data on the use of deletions from July
1685 to January 1987, we found that use of deletions was infrequent
(for example, about 1.3 percent of all Rst and DI claims) and did not vary
significantly from month to month. We did not examine the use of such
deletions by individual offices or the extent that ssA field office manage-
ment used the deletion data to monitor field office performance.

Concerning processing times for hearings, we inquired into what steps
otia takes to assure that its processing time data are accurate. We found
that OxA central office staff periodically visit each of its 134 field offices
to compare reperted processing times with source documents in field
office files. 03 officials sald that—on the basis of these reviews—the
data reported are reliable, particularly when aggregated at the national
level.

Waiting Time in SSA Field
Offices

The inadequacies of Sa*s‘wait.-ﬁme data were discussed starting on
page 22.
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Questionnaire Respondents Generally View
Service as Good but Are Concerned About
Staff Reductions

34 clients, employees, and mid-level managers generaily consider ssa’s
performance or service to be good, and as good as or better than it wasa
{ew years ago. Most employees and mid-level managers, however,
expressed the view that staff reductions had adversely affected their
units. -

About 80 percent of sja clients rated 584's service as good to very good,
according to the preliminary results of a survey questionnaire we mailed
in November 1986. These findings are similar to the results of the same
survey we conducted 2 years earlier. Similarly, about 82 percent of ssa
employees rating $8A service—in a March 1986 GAO survey-—seid it was
good to very good. When asked to compare service then with that of 3
years eartier, 88 pervent of the employees that made the comparison
sajd service then was the same or hetter. Finally, according {0 a GAQ
survey of 88A's mid-level managers in June 1986, 88 percent said the
performance of their units had improved or remained stable over the
last 2 years.

Concerning staffing, 64 percent of suA’s mid-level managers said their
units were understaffed. In units that had lost staff, 56 percent of the
employees and 71 percent of the managers said the reductions have had
an adverse effect on their units’ ability to produce quality work.

Client Satisfaction
Remains High

Table 3.1 is a comparison between 1984 and 1986 of $5A’s clients’
responses to some of the key questions about service. As can be seen,
generally there is little difference between the 1884 and 1686 responses,
but in all cases, client satisfaction or service has improved since 1984,
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Tabdle 3.1: Preliminary Resufts of Client |
Survey Comparison® Figures in percents®

increase
1884 1988
Quatity of service by §8A:
Overal
(Good o very good K] & 2
Fair 14 14 a
Poor 16 very poor 7 6 R3]
Compared o other govemment sgarces: _
" "Somewnat to much better st E 4
About a3 good 43 41 {2)
Somawhat 10 much worsa 7 5 [t3)
Mail from S8A:
L of mail:
Generafly to very easy 87 78 i1
Neither easy nor difficult 15 11 {4)
Generally 10 very atcult 18 1 [
Visits to SSA offices:
Time speni waiting foF service
Lesst minutes 6 8 2
Sicless iy 2~ ® T T2
15 1o tess than 30 mnutes 33 2 {1}
30 minutes of moie 33 X )
Courtesy of empioyees.
Generally to very courteous 89 91 2
Nerther courleous nof thaCourieous 7 7 1]
Generally to very GisCOuteous 4 2 [re}d
Explenation of programs anandes: —
Ciaarty : 72 76 4
Somawhat cleary 7 21 )]
Uncisaty 6 4 @
How SSA has handied your business eo far:
Good 10 véry good job 73 76 kil
Fax job 15 14 1))
Poor 1o very poor job R 10 [F4]
Phone ceils to S5A:
Number of atiempts fo reach SSA
“Goitroughonfmtiy @ 5 5
2 times - E] % @
3 tmes i1 i1 [
Mora than 3 times 14 31 {3}
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increzss

Phone calls to 8SA: 1884 1886 (decreass)
Courtasy of ampioyees —

__Qenemny 10 very courteous 89 O i

Neithar courteoys nor discourteous 8 8 ]

Genaraily {0 very discouneoms 3 2 [0

Explanaton of program and rules

" Cleatty 70 72 H
ciearly 23 24 1
Uncieary 7 4 ar
How SSA has handiad you? business 8o far:
Good 1o very gooo ob 75 78 3
Fax job 15 [ {4
Poor 10 very poor job 3 9 [{H

Porcants may nol aid 16 100 because of (ounding
“indicates e siatishically signdicant Giflerenos

While service generaily has improved and client satisfaction remalns
high, the data also show that one in three people wait 30 minutes or
more for service in field offices and about half don’t get through to 88
on their first telephone call.

Employees Say Service
Better Than in Past

“« e s 2 e n

Of the employees who responded to our March 1986 questionnaire, 82
percent rated their unit's service as good Lo very good; b2 percent said
their unit's service then was somewhat or much better than it was 3
years earlier while 35 percent said their unit’s service had remained
about the same.

Of the 805 employees who responded to the questionnaire, 372 provided
658 narrative examples as to why or what about their unit’s work or
service to the public was better than 3 years ago. The examples most
frequently covered the following issues:

Faster processing time (102).

Greater accuracy (83).

More expertenced personnel (77).

Additional or increased use of automation (48).
Improved staff training (34).

More quality control (26).

A sampling of employees’ narrative comments follows:
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« o e e e

“Improvements to software that significantly reduced manual opera-
tions by district office personne].”

“Qur staff is more experienced now.”

“Qur processing time for initial claims has been reduced since 3 years
ago.”

“State of the art in software and hardware is vastly improved over 3
years ago. This allows us better methods, respense time, and quality of
product.”

“We have been given some ‘qQuiet time’ when we can do our desk work
undisturbed. This has made our work-flow much better.”

“Low turnover of skilled technicians, hence improvement due to more
experience.”

In contrast, 88 employees provided 118 narrative exampies as to why or
what about their units” work or service to the public was worse than
3 years ago. The examples most frequently covered the following issues:

Insufficient Staff Resources (21).
Hurried Interviews (16).

increased Workload (14).

Increased Payment Errors (12).
Emphasis on Quantity over Quality (11).

A sampling of employees’ narrative comments follows:

“Branch office converted to a Resident Station, combined with loss of
personnel, resuits in inadequate number of people to properly perform
duties, requires work not in job description.”

“Reduced staffing has increased waiting times for interviews. Clerical
staff is definitely overburdened, unable to file cases . . .”

“We are forced to handle large volumes of work with less people and we
hurty thru interviews in order to clear as many claims as possible.”

Staff Reductions Are Said to
Have an Adverse Impact

About 55 percent of the employees said their units lost staff in fiscal
year 1985 and about 56 percent of these said that the loss had a some-
what (40 percent) or significant (16 pervent) negative effect on the
ability of their units to produce quality work, A total of 234 employees
provided 418 examples of the adverse effect. The most {requent exam-
ples were:

Larger workivads to process for remaining staff (113}.
Lower morale, and more stress, apathy, and frustration (84).
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- Backlogs and untimely processing of workloads (61).
« Less accuracy in their work (38).
Tasks inappropriate for grade level (34).

A sampling of narrative ¢ 8 from employees folt

+ “Results in more work per person. An increase in ‘other dulies as
assigned’—We are a small small office and we all wear several ‘hats'”

- “Backlog.”

« “We stili had the same amount of work but iess people to complete the

work . . . The work was not processed timely and the service lo the

public was not at its best.”

“In conclusion, I have no major problems with my job or work environ-

ment except for having to combat the ever-declining morale which exists

in the agency as a8 whole.”

Employee Morale {s Low Concerning employee morele, 53 percent of ail employee respondents
characterized their units’ morale as generally to very low; 18 percent
sald it was generally to very high.

We asked those employees whose units had low or very low morale to
check from a listing of possible reasons why their unit's morale was low.
Table 3.2 shows reasons given for low morale.

Table 3.2 Reasons Cited by Employees
for Thelr Poor Morsle Figures in percents

feason
Poor promotion polential
Too much is On such &9 atc
Not enough emphasis on employos development
Uneven workioad distribution
Pt SupEIVISIon in unit
ole 4
Pocr O in unit
Oithar reasons than hose ksled
ack of stabie leadership in SSA
Uncestainty as to future of job
Nacessary iraining not available
Uncestainty a3 10 futwra of unit
increasing technotogical change

i
GBBSS%%&*QT&J&&;"

Page 2t GAO/HRD-5748 SRA Barvice



329

Service as Good dut Ars Conoerned Aboct
8taf? Rednctions

Mid-Level Managers
See Performance Stable
or Improving but Are
Concerned About
Future Staff
Reductions

Most managers ¢lassified the performance of their units as “improving”
(46 percent) or “stable” (42 percent) over the last 2 years. Only 12 per-
cent said thelr units’ performance was declining. The two factors which
mid-level managers cited as greatly affecting declining performance
were changes in staff levels and in staff morale.

Staff Cuts Seen as Affecting
Operations Adversely

About 66 percent of the mid-level managers indicated that their unit lost
staf? in fiscal year 1985. Of these, 71 percent believed the staff loss had
a somewhat (55 percent) or significant (16 percent) negative effect on
their units’ operation. In explaining the effect, 277 mid-level managers
furnished 373 examples, the most frequently mentioned being:

Decreased quality and less work processed (101).
Added work for remaining employees (67).
Increased client waiting time for service (48).

Loss of best or key employees (38).

Lower morale and more stress and frustration (35).
Shortages of support or clerical staff (28).

A gsempling of mid-level managers’ comments foliows:

“Heavy loss of highly trained personnel has affected the quantity of
work, the quality of work and significant negative effect on morale/
frustration levels.”

“*We are reaching the point where instead of doing more with less, we
are doing less with less.”

“Today we are doing much of our work using temporaries, college work
study students, summer aides, stay-in-schoolers. The constant training
of these employees due to turnover impacts heavily on management
time. We are holding the line with their help. If they leave—problems.”
*Less staff—more work. Clerical losses caused other positions to absorb
clerical tasks. Everything suffers.”

*“The ratio of marginal performers to high quality performers
increased.”

“The 'friendly courteous service' is d ded but not d, thus no
staff Is provided for taking the time needed to make the public feel ‘at
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In contrast, 73 mid-ieve] managers who experienced staff cuts perceived
pusitive effects from the cuty. For example, one manager stated: “T was
probably overstaffed in 1884. I have cut out most of the fat and its had
a very positive effect. Everyone buckles down and does what has to be
done.”

Regarding the prospect of future staff reductions, about 85 percent of
the 645 responding mid-level s believed that additional cuts in
fiscal year 1986 equal to the cuts in fiscal year 1985 would have a some-
what or much worse effect on the unit's ability to produce quality work.
The staff cuts for 1886 and other years are discussed in chapter 5.

Most Managers Say They
Are Understaffed

Addressing the then-current staffing levels in June 1686, about two-
thirds of managers surveyed said their units had less (53 percent) or
much less (11 percent) staff than needed, and about one-third said their
staffing equaled their staff needs. To learn why most managers believed
their units were understaffed, we interviewed 10 district or branch man-
agers {selected at random} who held this view. Four managers told us
that their staffing was below authorized ievels and that they aiready
filled the positions or that they were in the process of obtaining addi-
tional staff. Other managers believed that their understaffing was detri-
mental to the service they provided (e.g., poor phone service, iong wait
times, increased backiogs). In their opinion, additicnal staff would
enable adequate service to be provided in these areas.

While some offices may be below authorized levels, that does not neces-
sarily mean that they are understaffed in relation to the amount of work
the office should be expected to handle efficiently. In & May 20, 1986
letter to 384, we provided information showing wide variations in effi-
ciency among field offices caused in part by staffing and workicad
imbalances among similar offices.

in our report Social Security: Stable Leadership and Better Management

18, 1887, we stated that ssa needs to improve its method for computing
field office staff needs. 38A"s method of authorizing and allocating staff,
which is based on an office’s historicai performance, tends to perpetuate
workload and staff imbalances. To reliably determine staff needs, ssa
needs to know the amount of time it should take field offices to complete
work, rather than relying on how long it took the offices to complete
worik in the past, and then apply such time to the actuarially and statis-
tically projected workloads.
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A Case Study of 15 Field Offices With
Significant Staff Reductions

In 18 field offices we visited that had experienced significant staff
reductions since the beginning of fiscal year 1984, most managers and
about half of the employees and AFGE representatives we interviewed
said that service quality r ined good. Manag and employees
differed concerning the adequacy of current sta{fing levels, but there
was general agfeement that additional future reductions in the offices
would adversely effect service.

Our analysis of claims processing times and pending workload data for
the 1884-86 period indicates a significant deterioration in service for one
area—the processing times for $9-8/p claims. The time to process these
claims increased 23 days—{from 74 days in 1884 to 87 days in 1886. In
comparison, the processing time for these claims nationally increased
only 4 days. The principal reason for the larger increase in processing
time at the 15 offices iy the relatively high processing times of the New
York and New Jersey state disability agencies which make the medical
determinations for 5 of the 15 offices we visited.

Views of Office Staff
on Staff Levels and
Service

Views on Adequacy of
Current Staffing

Management and employce vic“:s- I<;n Lhc ﬁequacy of current staffing
contrasted significantly. For exampie,

8 of 15 managers said existing staff was adequate to do the job, while
43 of the 50 claims and service representatives with whom we spoke
and 7 of 12 AFGE representatives said that existing staff was less than
adequate.

Managers cited such factors as declining workloads, systems improve-
ments, and more experienced staff as ri why they idered cur-
rent staffing as ad Several s expressed the view that
their offices were previously overstaffed. One manager said:

“Qur office has kept key people and gotten rid of the dead wood. That is
how we have been able to deal with staff cuts and stili process the work-
load. The people who remain are working harder and as a team.”
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Claims and service representatives and AFGE representatives inter-
viewed generally said they believed that existing staff was being aver-
worked and backlogs were getting larger because current staffing was
inadequate. Some specific comments foliow:

“The clericals—claims development clerks—are GS-4s who are so short
staffed, they are being worked to death.”

. .. staffing shortages are so acute that Claims Representatives have o
take turns processing social security card applications . . "

“Twenty percent of my time is spent doing work formerly done by cleri-
cals. We work like hell and can't keep up this pace.”

Positions most frequently mentioned as understaffed were clericals,
claims representatives, and service representatives. A manager stated
that clericals are important in keeping the voluminous claims paperwork
flowing. He said the position experiences frequent turnover and it is dif-
ficult to find replacements. Several personne] cormmented that clerical
shortages require higher graded personnel to perform the clerical duties,
which represents an inefficient use of resources.

Views on Quality of Service

Most managers interviewed in the 15 offices said that ssA provides good
service to the public which is about the same or better than the service
provided 3 years ago. Employees and APGE representatives were gener-
ally split equally on the quality of current and past service. For
example:

Of the 15 managers, 12 said that 8sa’s current service was good, and 13
said it was about the same or better than 3 years ago.

26 of the 50 claims and service representatives and 5 of the 12 arg
representatives said that service was good, and 28 cluims and service
representatives and 6 union representatives said it was about the same
or hetter than 3 years ago.

Pertinent comments from a manager and two employees were:

“Service quality has improved since 1883 because of the more expe-
rienced staff.”

“Would rate service as extremely high. Processing times are good,
waiting times aren’t bad, and courtesy is OK.”

“A spedial effort is made by the employees to be courteous and
thorough...”
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Views on Impact of Future
Reductions

While most managers and about half of the employees and ARGE repre-
sentatives said they believed current service was good, overail there
was general agreement that future staff reductions in their units would
adversely affect service to the public. Frequently cited service etfects of
additional reductions were that backlogs would get larger, processing
times would increase, and interview waiting times would get longer.
Regarding employee morale, many personne! interviewed said that
atready low morale would go lower if future reductions were impased.

Pertinent comments were:

“We're struggling right now. It's not easy. With reduced staff levels in
the future, the office will only be able to handle the essentialy.”
“Future staff loss could have a domino effect on this office’s operations

the effects will possibly include increases in processing times and
pending workloads and failure to process post-entitlement actions in a
timely manner.”

Service Deteriorated in
One Aspect

Using two key service indicators—how long it takes to process each of
the four types of claims (processing times) and the amount of work
waiting to be processed (workloads pending)—we compared the per-
formance of the 15 offices to (1) their performance levels 2 years earlier
and (2) the performance of all offices nationally While work pending
decreased in most categories and most offices improved processing time
for certaln types of claims, overall the 16 offices as a group did not
expericnce changes as favorable as those realized by all offices nation-
ally. With certain exceptions, for most of the 15 offices, when perform-
ance declined, it declined more than the national average, and when it
improved, the improvement was less than the national average.

Processing Times

At the 15 offices, processing thimes were longer for ss1-8/b and i claims
and shorter for RSt and ssi-Aged claims as of September 30, 1986, com-
pared to 2 years earlier. Table 4.1 lists and compares the processing
times for initial claims for fiscal years 1984 through 1086 and the per-
centage change since September 30, 1884.
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Tabie 4.1: Mean Procsssing Times for
inittal Ciaims for the 15 Officas Vialtad
by GAQ

Processing times n days

- Fiscai year Aversge 1864-55
Ciaim type 1884 1885 1986 Days Percent
= 26 214 208 2 —58
5] 728 730 831 3153 +210
55raged 53 126 W1 -52 340
SSHB/D ) 743 727 974 +23.1 +311

Appendixes IV through VII show the mean processing times, by type of
claim, for each of the 15 offices we reviewed.

Comparing these processing time changes to data at the national level
shows that although RS and su-Aged claims processing time has
improved, overall the performance of the 15 offices has been less than
the national average for 3 of the types of dlaims processed. Table 4.2
compares the percentage change in processing times for the two groups.

Tabie 4.2: Comparison of Changes in
Meean Processing Times for [nitial
Claima—All Fieid Otfices* va. 1§
Otfices Vigited

Processing times i days® =

1884 1988 198410 1986
Claim type Al 15 All 15 All 18
RS 24 22 21 21 -3 =1
o 70 73 8t 88 +11 +15
SSkAged 12 15 10 0 =2 =)
S§8-B/D 74 74 78 97 +4 +23
Sncaxses the 15 offices vizited
SRounded.

The table shows that with one exception, the performance in processing
times for the “all field offices" group was better than that for the 15
offices. For ss1 aged claims, the 15 offices decreased processing times &
days while nationally the decrease averaged 2 days. From the stand-
point of service to the public——~comparing the performance of the 16
offices with that of all offices nationally—we believe the 23-day
increase in processing times for s1-B/D claims represents a significant
deterioration in service.

As mentioned earlier, ssa processing time data for disability related

claims includes the time the claims are with state disability agencies. To
determine to what extent state agencies with iong processing times were
influencing the 23-day increase in processing times for ssi-8/D claims, we

Page 39 GAO/HRDH7 48 55A Servien



335

Chingter &
A Casc 9tmady of 13 Pledd Offices With
Significant Btaff Raductions

excluded the times for the four offices located in New York and the one
located in New Jersey. Both states historically have had long processing
times; in fiscal year 1886, New York had the longest processing time
with 108 days while New Jersey had the third longest time with 103
days. Excluding the § offices in New York and New Jersey, the clzims
pr ing time for the r ining 10 offices decreases significantly—
from §7 days to 78 days, only 1 day above the national average.

Pending Workloads

Overali the amount of time required to process workload backlogs
increased by 8.6 percent for the nine workloads we analyzed. To deter-
mine the change in workloads pending for these 16 offices, we compared
September 30, 1983, pendings with pendings as of September 30, 1986.
In making our comparison—because the unit time to process individual
workloads varies—we weighted cach workioad by its unit time, (Unit
time refers to the average amount of time used to process one item of a
workioad.) Because productivity varies by year and by region, we
applied appropriate yearly and regional unit times to the individual
workloads.

To illustrate, for the Schenectady, New Yark, office, for rS! claims
pending, we applied a weight of 4.9 hours to the 89 cleims pending at
the end of fiscal year 1983, and a weight of 4.1 hours to the 76 claims
pending at the end of fiscal year 1886. The difference between the prod-
ucts (436 and 312) yields the net change in the amount of time required
to process this pending workload in this office. We performed similar
analyses for the nine major werkioads for all 15 offices and aggregated
the results, which appear in table 4.3.
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Tabls 4.3 Comparison of Work on Hand
for Ning Warkicad Categories

l

Work on hand 0 hours
— Pscsiyssr

category 1883 1988 19&
RSi claims 4675 3342 -2
RSl depandent claims X 1,361 -8
Of claims — 15,142 82776 +54
SS-Aged ciaims 624 20 &0
SSHB/D cims 18450 23718 %%
Represantative Dayee actions K] 453 +13
SSy/overpayments 4.637 1.514 8
RS and Di overpeyments 1728 1,041 -40
§Sijreceterminations 5,745 2.573 ~%
Totat B 53,530 88,122 +88

The table shows that the time needed to process pending work in the 15
offices decreased for six of the nine workloads. The 8.6 percent increase
was caused primarily by the relatively high volume and high weight
(high unit times) of D1 claims and 851-5/D claims. Comparing the 8.6
percent & 10 the change in pendings for ail field offices (excluding
the 15 we visited) for the same workloads shows the total number of
hours required to process pending workloads decreased by 12.6 percent.

In examining the performance of the 15 individual offices, we found
that 10 offices had increases In total hours of work pending. Of the
other b offices which had decreases in total hours of work pending, 2
had decreases less than the 12.6-percent decrease nationally, and 3 had
a greater decrease.

In terms of service to the public, increases in work on hand generally are
indicative of increased processing times and, as can be seen, the increase
in work on hand for the b and ss1-8/D claims correspond to the increase
in processing time for these claims shown on page 39.

From an operational standpoint, it appears that the 8.6-percent increase
in work on hand over 3 years is relatively small: In comparison to work
processed, the 8.6-percent Increase represents less than 1 percent of the
time it took these offices to process these nine workloads in fiscal year
1988.
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sSa's work-year use declined by 7,972 work-yeary, or about 8 percent of
total work-years between fiscal years 1882 and 1886. Most of the
decline occurred in fiscal years 1985 and 1986, the first 2 yearsof ssa's
6-year staff reduction program.

In ssa field offices—which account for over half of S8A's staff
resources—staffing level changes have varied widely. Since 1984, 58
percent of field offices experienced staff iosses, while 14 percent expe-
rienced no change in staffing and 28 percent had staff increases. Field
office positions with the greatest proportion of staff loss are clericals
and data review technicians.

In fiscal year 18987 —to meet budgetary shortfalls totalling $284 million
or 7.1 percent of its budget request - 55 reduced its work-years esti-
mate by 5,266 below the work-year ceiling approved by the Congress.
While ssa has a $160 million contingency reserve that could be used to
compensate for this shortfall, 58 opted not to use it. A said, however,
it will monitor service closely and use the reserve to increase staff
resources, if necessary.

In its fiscal year 1988 budget submission, SsA is proposing a reduction of
2,454 ¥TE work-years for the &1, Di, and $81 programs. Such a reduction
would provide a total reduction of 10,606 FTE work-years through the
first 4 years of the staff reduction program. Details on reductions of
6,400 planned beyond 1988 are not well defined as of March 5, 1887.

A b-Year History of
SSA Staff Changes

From fiscal years 1982 to 19886, s.;\‘s total work-year usage dropped 9
percent—from 87,197 to 79,225 wurk-years. Table 5.1 shows this
decline, by work-year category.

)

Tabie 5.1: S3A Work-Years by Type*

Work-yesr cetegory® 1882 1883

1838 1982-86 uux:

1884 1538
FTEs =TS 82,540 80,456 782N, 75964 T80 -58
Overtime 2624 3992 517 2331 V492 472 529
Noncetng 1,798 1,808 1.821 1815 1765 -6 -29
Totsd 87,187 88,740 88,203 82,187 79,225 =X 8.2
Cumuistive percent change . +18 -1 -58 -91
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The table shows the greatest loss occurred in Fre work-years, which gen-
erally declined steadily since 1982. Conversely, overtime use during the
period varied significantly by year.

Staff on duty for major SsA operational components generzlly declined
steadily between the end of fiscal year 1982 and the end of fiscal year
1988. Tabdle 5.2 shows end-of-year staffing figures for major SSA organi-
zational components.

Tabls 5.2: Statt on Duty &t End of Fiscal Year for Major 834 A

Percont
1862 1583 1884 1883 1988 1852-88 1084-88
554 fieid offices 43,102 41871 40,551 40,483 38.211 -10.3 -33
OHA haanng officas 4870 4.949 4,534 4352 4.283 —12.1 -55
PSCs* 14.390 14.563 12,154 13435 12278 —147 -3z
ocep 5310 4888 5091 5842 4642 -128 -88
0DC¢ 6,159 5,931 5,627 5314 4835 215 —14.1
Totsl 74,431 72,202 68,857 66,288 85,250 -12.3 -8.7
BOthoa of Central Records Coerations
<Ctfice of Treabi:ty Operaions
The table shows that staffing levels of ail major compenents declined an
average of about 12 percent from flscal year 1982 to fiscal year 1986.
From fiscel year 1984 (the year before S5A's staffing reduction initiative
began) to fiscal year 1986, 534 field offices experienced the lowest pro-
portionate loss of staff (3.3 percent) while the PSCs and 000 experienced
the largest reductions. The staff on duty by region for the 1982-86
period for the OHA hearings offices and the PS5Cs are shown in appendixes
VIII and IX, respectively.
. . Table 5.3 shows end-of-year staff on duty for 584 field offices, by region,
Staff Changes in Field . fioca years 108286,
Offices
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Tabie 8.3 Fieid Office Statf on Duty by Region®

- __Endof fiscai yesr Paccent change
Region 882 1853 1884 1085 =] 138288 155488
Boston 2,065 2553 2067 T T2 1891 ~84 - 81
Now Yorx 6.121 5875 555 54% 5.231 =145 =57
Pruageipia - 4354 4045 2067 398 3.75% 134 =75
Atienta 12077 T 6904 6713 6604 6,658 =77 -08
Chicago 7815 7567 7.202 e a7 Tes —11
Datas 440 4360 4300 1% 378 —58 —27
Kensas Gty 2062 1960 1.822 1818 1790 132 —33
Derver 1090 1041 71004 1,049 3 -63 1.7
San Francisco . 7.048 B.604 6.528 8,362 6,211 -119 - 49
Seattie - 1,466 1332 1318 1301 1.348 -80 +23
Tomi T TR 41871 40.551 40.483 39,211 -10.3 —33
“Exctudes rogions! headauasters sial.

QOverall, table 5.3 shows that field office staffing decreased 10.3 percent
for the 1982-86 period and declined 3.3 percent for the 1984-86 period.
On a regional basis, the table shows that change in staff for the fiscal
year 1882-86 period varied from a decrease of 6.3 percent for the
Denver region to a decrease of 14.5 percent for the New York region.

To determine the change in staffing levels of individual field offices, we
developed office-level staffing information for the period beginning
fiscal year 1884 through the end of fiscal year 1986.

Of the 1,308 ssa field offices in continuous operation during fiscal yeary
1884 to 19886, 58 percent experienced a net reduction in staff as of the
end of fiscal year 1986, 28 percent had a net staff gain, and staff levels
in 14 percent remained unchanged. These data are based on end of fiscal

year staff on duty. Table 5.4 izes these chang
Tabls 5.4: 854 Fiaid Office Sutt L ]
Changes® Percent of
No change in staffing 187 14
increased slaffing 366 28
Decreasad staffing 756 58
Total 1,308

*Exchxdes 33t in SSA'S 34 tolcsonacs conters and cffices that openad o closec during the penad.
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Of the field offices that had a net loss of staff between the start of fiscal
year 1984 and the end of fiscal year 1986, 26 percent lost only one staff
person. Table 5.5 shows the distribution of offices that experienced a
decline in staffing by the number of net staff lost.

Tabie 5.5: Otstribution of Fieid Offices
by Number of Nst Siatt Lost (Fiscal
Years 13984-86)

Statf Loss Number ot offices Percent of offices
0 i 195 %
2 182 24
3 : T
4 | [ 8
5 — 53 7
] 33 4
730 5 K]
1120 47 8
1-30 10 1
Total 756 o0"

D08 ot 3¢ dus 10 runding.

In terms of the proportion of staff loss, 52 percent of the offices that
lost staff experienced losses of 10 percent or less of their staff on duty
at the start of fiscel year 1884, Twelve percent of offices that lost staff
lost over 20 percent, Table 5.6 shows the distribution of offices that lost
staff by percentage of staff loss.

Tabie 5.8: Distribution of Fieid Offices
by Percent of Net Statf Lost (Fraca!
Yaars 1484-86)

D vy

Parcent of statf loss . Number of offices Percent of offices
5or less e 18 18
Over 510 10 o7 %
Over 1010 15 16 ) 21
Ovar 1510 20 ESE) 15
Over £ 2
Total 7E8 190

The change in field office staff mix for the period fiscal year 1882 to
fiscal year 1885 is shown in table 5.7.
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Tabie 5.7: 8SA Fieid Otfice Staft

Cempesition {Stat on Duty at Enct ot

Fiscal Year)

____Fiscalyear Percent

Type of position 1382 1484 1586 185288 1934-65
Agrvmistzatve 2172 2412 2325 —22 =22
Operations supenvisors 2851 2711 2834 08~ —28
Operatons analysls E RGN ) 33 =133
Field representatives 1260 1175 -130 -74
Generaiist cluma representatives_ 1,383 112 1469 +62 1298
Title i claims representaives 6794 £368 6333 -68 ~05
Titie XVi clawms representatives 5870 6198 5725 —4.1 -78
Claims representative Yainees 280 119 283 +32 +1423
Data review technicians 4317 3960 3082 =% =3
Service representatives 6608 8£410 6053 -84 -58
Clerical 7834 5313 588 =255 -3
Qther clencal 2600 2338 2245 —13.7 —40
Special employment 1307 1587  1.243 Za9 i
Service repreveniative/data o

feview technician . . 763 . .
Towmistzfioncuty stendof '

yoar 43,698° 40,551 35,212° -10.3 -33
NOU appinitne

UIns dfferences 0 those totals andt those  table § 3 are dut 1o uncorected SSA systems mput 8170t

Table 5.7 shows that the greatest proportionate Joss of staff over the
comparison period occurred among data review technicians (pxrs). This
pusition is expected to be greatly affected by changes in claims
processing resulting from the direct systems input of claims data which
is to occur under the Claims Modernization Program. In anticipation of
the planned elimination of the DRT positicn, in fiscal year 1985 ssa estab-
lished a joint service representative/DRT position. As the table shows,
703 nrTs were listed in this position at the end of fiscal year 1886,

ssa field offices have also lost a significant propertion of clerical staff.
Clericals on duty declined 25.5 percent from the end of fiscal year 1882
to the end of fiscal year 1986, and “ather clericals” declined by 13.7
percent.

The number of generalist claims representatives on duty in ssA field
offices increased from the end of fiscal year 1982 to 1986. Generalist
claims representatives take applications for both rRS! and ssi claims. ssa
officials attributed Lhe increase in the number of generalists to the need
for increased staff flexibility, particularly in smaller offices
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Actions Taken to
Implement Fiscal Year
1987 Budget

s8a’s fiscal year 1987 budget plans were significantly affected by two
events—an unantici d ional reduction of $171.3 million
from the administration’s appropriation request, and $112.7 million in
unbudgeted costs resulting partly from the recent federal pay raise and
the change in the federal retirement program. Together, these evenis
resulted in a shortfall of $284 million, or 7.1 percent of s5a’s initial
appropriations request.

Q

In its fiscal year 1987 budget ion, the administration reqs
just over 84 billion for the Limitation on Administrative Expense {LAE)
account,’ including $160 million for a contingency reserve to cover
unanticipated workloads and other expenses. The administration esti-
mated its total employment needs for the LAE account to be 78,580 work
years, of which 73,270 were FTE work-years. The request reflected 2
reduction of 2,898 FTE work-years from the levels sva expected to use in
fiscal year 1886.

In separate but identical actions, the Senate and the House Appropria-
tions Committees approved in total the over $4 billion and 78,5680 work-
years requested. Both, however, expressed the view that overtime—at
4.5 pereent of LAE work-years—was t00 high and should he reduced to 3
percent of total work-years. To achieve an overtime level of 3 percent
and at the same time approve the total work-years requested, both
chambers increased FTES by 1,167 to offset and equal a reduction in
overtime work-years to 3 percent of total work-years. The change to
a8A's fiscal year 1887 work-year mix is shown in table 5.8.

Tabis 5.8: Comparison of Work-Years
Requested With
(Fiscal Year 1367}

Budget
requost

73.210
3.524
1.788

78,580

Congreasions!
action

B
2357
1,788

78,588

Fits
QOvertme
Nonoeing
Yota!

In conference, the Appropriations Committees reduced sSa’s LAE budget
$171 million below the requested level. The conference report {88-960,
dated October 2, 1886, explained the reduction as follows:

“Last month, the conferees were informed by the Social Security Administration
that they expect to lapse at least $171,000,000 in FY 1986. This results froma

*trctudes the KT, Di. and SR programs onty.
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number of factors inciuding lower outisys in their computer modernization project,
lower use of cvertime by Social Security field personne! and the carryover effect of
overestimating requirements {or FY 1485. This means that the 1886 base used by
the executive branch and reviewed by the Congress in making ita injtial recomraen-
dation for FY 1887 was overstated. This is the basis for the reduction recommended
by the conferees. This does not change any of the substantive recommendations of
the House or Senate reiated to staffing or office ciosings, bul merely reﬂecu a rees-
timate of the amount of funding y to
The confersea note that the eonungcncy reserve of $160, 000 000 has not deen
duced and is le if s

To compensate for the $171 million appropriations reduction, ssa made
a number of budget reductions, including

$24 million in payroll costs resulting from lower than expected average
salaries;

$34.3 million in rFTE, nonceiling, and overtime work-year reductions;
$78.5 million in controlizble nonsalary cost reductions; and

$37 million achieved by holding state disability agencies' spending at the
fiscal year 1986 level.

s84’s fiscal year 1987 resources were further affected by unbudgeted
costs of $04 million resulting from the onsts of the 3-percent federal pay
raise, which went into effect in January 1887, and the costs of the new
Federal Employees’ Retirement System. A December 18, 1986, memo-
randum {rom the SSA commissioner detailed ssa’s adjustments for the
$84 million in unbudgeted costs. These adjustments included

reducing overtime work-years for January o September 1887 by two-
thirds {(saving $22 million};

reducing nonceiling work-years for January to September 1987 by two-
thirds (saving $7 million); and

holding certain nonsalary controllable costs at 53 percent of fiscal year
1986 actual or fiscal year 1987 budgeted levels, whichever was lower
{saving $65.6 million).

The cumulative effect of the reduction in §8A’s appropriation and the

unbudgeted costs on fiscal year 1987 work-year resources compared 1o
fiscal year 1886 usage is shown in table 5.9.
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Table 5.0: BBA FY 1837 Work-Year
Operating Budget Compared to FY
1988 Lisage and FY 1987 Appropristad
Lavels (LAE Ony)

S,
1987

FY medm
FY 1966 FY 1587 op:% 1987

Work-year categ | e ap tudget
FTE 75494 74437 71.7% 268
Overtime 487 2357 T4 1583
1 1615 1,766 741 1045

Totss TBIN 78,580 73314 5,268

As table 5.8 shows, 55A's work-year fiscal year 1987 resources have been
significantly affected by the budgetary shortfalls. ssa’s 1887 operating
budget is 5,266 work-years below the level appropriated by the
Congress.

& chose to reduce its work-yeer use by 5,266 rather than use contin-
gency reserve resources to make up the unanticipated budgetary reduc-
tions. sma officials said they plan to mansge for the remainder of the
fiscal year under current rescurce allocations, but will consider drawing
on the contingency reserve if serious service detertoration problems
develop.

We did not review the bases for how S84 expected to achieve the add!-
tional 6,266 work-year reduction in fiscal year 1887. On December 8,
1986, we asked %A for work-year savings estimates for all procedural
and systems changes budgeted for implementation in fiscal year 1987
but as of March 1, 1887, ssA did not provide the information requested.
Additional details on fiscal year 1887 reductions were contained in the
fiscal year 1888 budget justification, a copy of which was provided to us
on February 18, 1887. The justification, however, does not contain the
level of detail required to perform an adequate analysis.

28A's final fiscal year 1887 work-year allocations to its major compo-
nents are shown in Table 5.10.

Table 5.10: FY 1587 Work-Yesr
Aliocstions Compared to FY 1986 Use

Y 1987 Percent

FY 1988 use  alivcation  Giference

SSA field otfices* 42022 3933 B4

OHA 5518 5435 =13

Office of Cantral Operations® 23,604 21,061 —i11
"nchudes regional offics headguartars stalt.

Dicaxtes program senvice cermers, disabity Operations, e GRNL/E (E00MTS OPEMELOTS
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As table b.10 shows, components of ssa’s Office of Central Operations
{the program service centers, Office of Disability Operations, ang Office
of Central Records Operations) will experience the greatest propor-
tionate decline in work-year resources—11.1 percent. ssa’'s fieid offices
will experience a 8.4-percent reduction below fiscal year 1885 usage
levels.

Table 5.11 shows the change in work-years for all s34 regions for fiscal
year 1887 compared to fiscal year 1888 usage, by work-year category.

Tadle 5.11: FY 1837 Work-Yaar
ABocations for 55A Fleid Otfices
Compered to FY 1888 Use

FY 1988 FY 1587 from

actusl revised o

Fits 40,267 3850 =Y
Overtime 841 3 —a58
Nonceiing 914 347 508
Toar 42,022 %333 5.4

Schucies regions office hendgas s staff

As the table shows, total work-year rescurces available to SSa reglons in
fiscal year 1887 are 6.4 percent below fiscal year 1886 actual usage.
Nonceiling personnel work-years will experience the greatest reduc-
tion—61 percent—while overtime work-years will decline 46 percent;
FTE work-years will decline 4.4 percent.

To achicve the fiscal year 1987 reductions, ssa’s fiscal year 1987
employment policy calis for

a general freeze on hiring for staff/support positions;

some replacement of ¥Te losses in field and hearings offices and OCRO;
no replacement of “normal losses” in the program service centers and
the Office of Systems, although losses in excess of normal levels may be
replaced; and

a total freeze on hiring by or transfers into 0D0.

To help reach its headquarters support staff reduction goal—originally
estimated at 2,000 PTEs--Ssa announced in January 1987 a two-phase
programii ded to place headquarters and other support staff who
are at grades GS-12 and above in fleld and hearings office vacancies as
they accur. The program pruvides for pay retention for affected
employees and the costs of employee relocations.
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Under the first phase of the program, eligible employees can volunteer
for available field assignments, but are not required to relocate. This
phase is expected to last at least through the end of fiscal year 1887.
Under the second phase of the program, relocation will be mandatory. In
this phase, S84 management will identify which employees it wants 1o
reassign, and post them to field office vacancies. Employees who meet
certain age and service requirements who do not want to be reassigned

ide of their ** ing area” may opt for a discontinued service
retirement.

Staff Reduction Plan
on Schedule

34’8 actual and budgeted FTE reduction for fiscal years 1885 through
1888—the first 4 years of the staff reduction initistive—is gencrally on
target with the original plan. Table 5.12 compares the original FTE
reductions planned for fiscal years 1985 to 1988 to the actual reductions
in fiscal years 1985 and 1986 and currently budgeted for fiscal year
1987 and 1888.

Tabls 5.1 Comparison of Planned end
Actual FTE Reductions (LAE Onty)

FTE reduction®
Oviginai pian Fiscal year sctusl
1985 1813 ] 2210
1986 1.669 B 2247
1587 3.079 3685
1968 3.825 2454
Total 10,508 10,608

*Operating ucoet as of Februsry 15. 1967
Fiacal year 1558 Duriga advmission

The table shows thet——assuming that the fiscal year 1887 and 1988 esti-
mates hold—asA's staff reduction program will be on target at the end of
fiscal year 1888. The table also shows that, compared 1o its original
plan, 884 has realized, or expects 1o realize, larger FTE reductions in each
of the first 3 years of the program, but expects lower than planned
reductions in fiscal year 1888. A ber of 1 t for the dif-
ferences in each year, including workloads that did not materialize, the
impact of Gramm-Rudman legisiation, and unanticipated budgetary

cuts.

Beyond fiscal year 1883, 884 officials told us that the specifics of how
s34 will achieve additional staff reductions are not yet precisely defined.
They said however that ss4 still expects to achleve reductions through
systems modernization, increased productivity, and various procedural
changes.
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Overall ssa service has remained stable during the first 2 years of the
staff reduction program. ssa’s traditional performance measiires con-
tinue to refiect improved or stable service and, for its part, the public
perceives that it is receiving good service. While many ssa empioyees
express negative views regarding staff reductions, they nevertheless
generally view service as good to very good and the same or better than
3 years ago. Similarly, ssa's mid-jeve} managers, most of who said their
units had less staff than needed, nevertheless said they believed per-
formance in their units had improved or remained stable over the last
several years. In units which lost staff, most managers and employees
believed the reductions had adversely affected the work of their unit;
16 percent of the managers and employees categorized the effect as
significant.

We share the concern of S84 managers and employees regarding future
staff reductions. Reducing an agency's staffing by about 21 percent over
a 6-year period without adversely affecting service is likely to become
more difficuit as the reductions continue. To help ensure that realized
reductions are not adversely affecting service, ssa must closely watch
for early warning indicators such as increased workloads in affected
offices. To help ensure that planned reductions wili not adversely affect
service, $54 must have a sound basis for deciding the size and type of
staff needed at each location to process projected workloads,
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National Mean Processing Times for Initial

Claims (Last 5 Quarters)

Figures in days*

1888 1888 1886 1988 1988
RS» 2 5 £ o %
o Al &8 &8 8 78
SStaged H LAl 0 10 [
SSEB/D 3 5 & % =

*Rounded {0 nearest whoie day.
Binciudes Health NTaNCe workioads.

Appendix If

Regional Mean Processing Times for Initial
Claims (December 1985 and 1986 Quarters)

—_ .
Figures in days® _
T Rm_ __ Di _ _ SStAged _ GOR0
Region T2/85 12/88 12/85 128 12/85 12/86 12785 1a/88
Boston Pl 3 @ w0 1 12 ] %
New Yok z 21 vk 4 13 W % 15
Phiadeiphis 17 15 < [ 9 8 55 (]
Atianta 2 X B4 87 13 13 616
Cricago 18 17 76 75 8 8 3 7
Dalizs 3 P & 77 1 ) 50 74
Kargas City 20 19 62 & 1" 10 45 55
Denver 2 2 67 72’ 10 [ ® 1
San Francisco Fd 19 77 72 10 18 ) 7%
Sesttie 20 18 54 74 5 12 55 81
National 21 % 71 15 [n it &5 80
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Appendix I

Regional Mean Processing Times for Appeals
(Last 5 Quarters)

F_-g_ures in days*
Do e tems e e

Roglon R M A ¥ A ®H R H R _H
Beston 73 143 113 166 W09 151 96 151 0 170
New York 86 13 100 148 93 32 101 137 97 1

; 2 159 65 MR 66 XD 6 A9 58 201
Atanta 45 138 61 166 51 158 48 157 471 170
Chicago 55 167 77 199 68 198 63 187 62 &
Datias 23 159 70 185 58 181 56 186 51 191
Kansas City 50 65 68 171 57 8 5B 176 51 168
Denver 53 62 75 176 58 190 60 17z 6 169
San Francisco 5% 168 69 1 % 157 63 193 6 198
Seattie S¢ 107 B2 21 73 2% 64 226 62 202
Natonat §7 %4 73 w2 o 178 63 176 61 178

*cunged up 10 neares! whole day.
Legand R = reconsciershons
= heanngs

Appendix 1V o

RSI Claims Mean Processing Times for 15
Offices Visited by GAO

Tmesmdays
T Fiscatyesr _ _ Chanpe 1984-88
1504 1585 1888 Deays Percent
SSA Region 2—New York:
New Rochefie, NY 252 238 28 -24 -85
Jersey City, NJ 287 B3 274 i3 45
NYC {Brooklyn)—Bedford 28 234 218 ¥0. 04
NYC {Manhattan}—Downtown 260 217 30 +51 +186
Scheneciady, NY 196 190 183  —13 66
$SA Reglon 3—Philadelphl
OE 199 194 196 03 -5
Fhitageiphia, PA {Kensington and
Aleghany Aves ) X8 15.2 78 =31 —148
Battimore, MD {West) 171 168 140 —31 -8
Atocra, PA TTi87 146 161 —08 -386
Martinsburg, WY i73 186 201 +28 +162
$SA Region 5—Chicago:
Galesburg. ft. 27 189 79 28 —135
Peorn, il 214 182 170 44 206
Detron, M {Conner Ave.) 262 254 263 -23 78
Euctad, OH g1 132 138 —53 -7
indianapoks. IN (West) 81 H3 w2 28 —160
Overad moan time (15 offices) 220 214 08 -2 =55
#Mean tme—as offices natonally 241 224 28 -33 137

73-936 C0 - 87 - 12
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DI Claims Mean Processing Times for 15
Offices Visited by GAO

Appendix Vi

e

Times in days
o ___ Fisceiyear __ _ Change 190488
1884 1985 1336 Daya Percent
$B8A Region 2—New York:
New Rocheile, NY 882 33 145 +263 +20.8
Jersay Caty, N @7 948 1230 +33 311
NYC (Brookynj—Bedtord 558 893 WB5 437 +664
RYC {Mannatten}—Downiown 1907 1085 1281 +¥74 +157
Scheneciady, NY 765 924 1075 +310 +405
BSA Reglon 3 )
Wimington, DE 632 623 102 470 Fa
Philadelpnia, PA (Kensington end T
ABagheny Aves ) 387 329 408  +21% +54
Baltimore, MD {West} 531 537 693 +68 +108
Altoona, PA 524 536 728 +205 3%
Martinsburg, WY 90 485 717 +127 215
$5A Reglon 5—Chicago:
G M 3 757 738 +136 4205
Peotia, iU 642 716 753 4114 “173
Delroil, Wi (Conner Ava.) 716 669 741 +25 +35
Fucud, OH 774 807 542 +168 y27
indianapotis, N (West) 127 865 888 -228 —212
DOverail mean ime (15 offces) 728 30 881 +153 +21 0
Mean tme—all offices nationally © &7 701 807 +vid 4158

Mean Processing Times for SSI-Aged Claims for
15 Offices Visited by GAO

#

Times in days
Fiscal yoss Change 1084-88

1984 1985 18358 Days Peroemt
SSA Ragion 2—Now York
New Rochetie, NY 250 209 142 =108 -432
Jersey Cty, NJ 186 127 123 -58 314
NYC (Brooktyn)—Bedforg 17 70 75 =42 ~359
NYC A Downte 246 165 88 -157 —63.8
Schenectady, NY 131 99 109 =22 —168
SSA Region 3—Phiadelphia
Wminglon, OE ] 172 220 137 -35 203
p"if«i’.?‘&“&‘}'mﬁm“’“ & “Ho o $ 61 -43 —445
Baitimore, MD (West) 0E EX 53  —47 43
Kitoona, PA 5 64 56 -39 K
Martinsburg, WV 7 03 206 479 +822
SSA Region 5—Chicego
Galesburg. i 147 114 133 =34 -85
Pooiia, il ) 44 88 70 14 =514
Detrot, M {Conner Ave ) 133 84 9.2 -41 -~308
Euchd, OH 73 92 96 +23 315
indianapois, IN (West) 119 152 78 -4t ~%5
Overat mean time (15 oftices) 153 126 101 _ —62 =)

Mean time—ai offices nationaily 15.4 122 W04 =50 -5
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Appendix VII

Mean Processing Times for SSI-Blind/Disabled
Claims for 15 Offices Visited by GAO

._Focmiyesr __ _ Change 100486 _
1884 1685 1988 Days Percent

SSA Region 2—New York:
New Rochase, NY 814 840 1082 +181 +188
Jersey Gty Ny 874 690 1202 +x8 +375
NYC {Brookiyn}—Bedtors 759 1031 1392 +633 +834
we Downlown 788 935 1255 +467 +583
Screnectady NY €17 782 1045 4420 4694
S8A Region - )
Wimington, DE 863 654 714 -149 =173
Philadelphia, PA {Kensingion and

Allegheny Aves )} 54.8 56.1 969 4441 +80.5
Baitmore, MD (West) 832 6658 1061 +219 +263
Ritgona, PA 536 528 871 +385 1625
Martinsburg, WV 07 414 754 xia7 YAz
S8A Region 5—Chicago:
Galesburg, L 518 594 684 +166 +320
Peoria, & 588 667 672 +84 +143
Detrowt, Mi (Conner Ave) 753 671 742 -t 15
Euciid, OH B25 530 448 377 —a57
indiarapoks. IN (West) w014 778 817 —197 184
Overall mean time (15 offices) 743 /27 914 +23i I
Moan time—al offices nationally 714 63 780 +6h 332

Appendix Vil

Office of Hearings and Appeals Staff on Duty
by Region

_ Endoffiscatyear Percent change
Region 7982 1983 1984 1985 1985 196286  1984-88
Boston 225 227 187 185 182 —19.§ -27
New York 764 73 652 625 519 -2 112
Phiagetphia 515 532 484 465 A% 154 —53
Alanta 68 90 954 516 8% ~31 —53
Crwcago 81z 670 792 60 7716 —a4 —20
Daiias 521 521 482 465 463 e -39
Kansas City 13 197 183 174 170 —-118 -7
Denver 08 112 103 k) 101 -65 -18
San Francisco 608 b4z 575 48 58 —115 —63
Seattie 130 124 122 115 136 +456 +11.4
Totai 2870 4949 4504 4052 4283  -i29 ~65

Note =qm:mnwwmnmm=~mwwmmm=mm
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Appendix IX

Program Service Center Staff on Duty

S

_Endotfisceiyesr __ _ Percemtchange
PEC 1982 1883 1984 1885 1988 188285 108488
North Eestem 2208 2367 2244 2103 189 —186 B
wid Atantic 1977 1086 200 182 1734 —33 a7
Sauth Enstern 2433 2406 231 228 2473 34§ 106
Great Lakes 2620 2600 2545 2457 2243 144 -9
Middie Amenca 273 2766 2695 2500 236 134 —122
Western 1772 1863 4725 1600 1417 ~200 ~178
internationa 559 575 618 568 53 3§ -8
Toar 14390 14553 14,154 13,485 12270 a7 —132

o€ xchuGes cantral office support staft.

(108187} Page 62 GAO/HRD-B7-68 RRA Bervice
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STATEMENT BY THE ALLIANCE FOR AGING RESEARCH

Chairman Melcher and Distinguished Members of the
Senate Special Committee on Aging:

The Alliance for Aging Research is grateful for the
opportunity to present testimony on the Administration's budget
request for fiscal year 1988.

In our testimony today we hope to convey to the Committee a
sense of the growing excitement among researchers who are probing
the riddles of human aging. New insights are emerging daily in
areas of science that barely existed, or at best were poorly
understood, just a decade ago. In the forefront of today's aging
research is the banner of a new idea: that health and vitality
might be the common blessing of the many at every stage of life.
Scientists who are closest to the frontiers of gerontology believe
the large scale achievement of lifetime health and vigor can be an
attainable goal within the foreseeable future. In American society
- - which will see the over-65 population double and the number of
people over 85 more than triple in the next half-century -- a
national commitment to aging research is prudent and necessary
public policy. We will also relate the testimony of our
organization to the matter before this Committee: consideration of
the President's budget proposals for fiscal year 1988. 1In
particular we will look at the fiscal impact upon the National
Institutes of Health, especially those research areas which hold
tha greatest promise for intervening in'the aging processes to

maintain health and human capacity.



355

(2}

The Alliance for Aging Research is a private, non-profit, non-
partisan organization established in 1986 to advance gerontology
and preventive geriatrics in the national interest. Our Alliance
unites some of the nation's premier science leaders, private sector
executives and federal policy makers in joint efforts to raise the
visibility and priority of aging research within the nation's
science policies. We have undertaken to chart the rapid progress
in scientific understanding of human aging., and to link continued
progress to this nation's present poliecies and its future ability
to cope successfully with a dramatically larger population of older
Americans.

The Alliance for Aging Resaarch has been formed when two
important trends in our country are about to intersect: the so-
called Senior Bocom and the equally resonant exploesion of new
knowledge in the life sciences.

The Members of the Committee are well aware of the profound
.demographic transformation ot‘our country and our world as a result
of major increases in average life expectancy. Increased survival
in this century -- together with a 25-year trend of birth rates
below replacement level -- have produced the much-discussed

“Graying of America.”
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The aging of the American population may be the guiding
principle of our country's domestic affairs well intc the 21ist
Cantury. In 1983, for the first time in our history, the number of
people over 65 surpassed the number of people under 25. By the
year 2030, it is estimated that the over-65 age group will
cutnumber all those between ages 18 and 35. Bayond 2030, the only
significant growth in our population, according to officials in the
Bureau of the Census, will be among the age group 80 and older.
Their numbers, which prasently are lass than 6 million, will swell
to 16 million in 2030 and to 26 million im 2050.

Many people now living will see an America in which the old
and the very o0ld will be the largest and still fastest growing
sagment of our society. At present, we have an incomplete
understanding of disease and disability. We are in one semnse
victims of our own successes. Americans have reagson to be thankful
for the improvements in medicine, sanitation and public health that
have led to an improved standard of living and dramatically higher
life expectancy in the 20th Century. However, present technology
is still short of maintaining good health throughout the lifespan.
Although medical advances during the past 80 years have allowed
increasing numbers of us to live many more years than our
grandparents and parents, relatively little has been accomplished
to ensure that we live out this increased period of life with full

mental and physical health and vigor.
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So far we have not found the answers to the litany of chronic
ailments -- arthritis, Alzheimer's Disease, cataracts, Parkinson's
Disease, deafness, diabetes, osteoporosis -- that can make the
frail elderly wonder if their longevity is worthwhile.

Those with responsibilities for the wise use of federal funds
must alsoc wonder at the long term costs to society if continued
increases in life expectancy mean stretching out tha period of
protracted dependency and physical and mental decline. People over
€5 comprise 12 percent of the population today, and though only 5
percent of the elderly reside in nursing homes or hospitals, still
this group consumes a third of the nation's health care resocurces.
By the year 2000, it is estimated that 50 percent of all health
care expenses will be related to the care and treatment of our
over-65 population. It is clear that America could benefit greatly
from increased numbers of healthy, long-lived citizens. It is
equally certain that the nation could suffer a loss of profound
magnitude if its growing older population is il1l, functionally

dependent, and socially impotent.
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Scientific research is the fulcrum that can transform a larger
population of elderly to a rich resource for productivity and
renewal. Without the discovery and application of new knowledge,
we remain trapped. Without solutions to broken minds as reflected
in Alzheimer's Disaase and broken bones as reflected in
osteoporosis we destine great numbers of older persons to
¢alamitous old age. Without a sustained commitment to research
there will be increasing numbers of decrepit and dependent elders
as society moves into the next century. Research breakthroughs,
however, could reduce the duration and the extent of dependency
before death. To markedly abbreviate dependency and maintain vigor
is the central task of gerontology and geriatrics and social
policies focusing on aging.

Aging research is a very "young" science. It was only in the
late 19605 that gcientists developed a laboratery model to
determine the ticking of the biological clock in individual cells.
In the past 10 years scientists and social researchers have begun
to separate normal healthy aqind from distinct pathologies such as
dementia. We have now moved beyond the beginning period of
gerontology and preventive geriatrics tc a time of potential
intervention, of prevention, treatment and rehabilitation of the
many maladies of age, and even, in some measure, intervention into

manifestations of the aging processes themaelves.
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The Alliance for Aging Research is monitoring scientific
progress in these areas, and providing naticonal leadership and the
general public with an appreciation of tﬁe potential results. This
organization presently is engaged in a survey of the American
science leaders to illuminate some of the most promising avenues of
current research in aging. This assessment of current research
will be completed and made public this Spring. Already our survey
of the aging f£ield has yielded important markers of forward
movement. Just since the 100th Congress convened two months ago,

these developments have appesared in scientific literature:

-- An important clue to the understanding of
Alzheimer's Disease was discovered when
scientists last month reported locating an
abnormality on a protein of the 21ist
chromosome that causes the inherited form of
the disease. Thiy breakthrough will allow
asciantists to narrow the scope of research to
focus efforts on the gene causing the disease.
-=- A program designed to give nursing home
patients greater self cootrol and self
determination reduced mortality

in a test group by 50 percent.
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-- Hormonal therapy, notably estrogen
treatments, were found recently to be far more
effective than calcium supplementation im
preventing early onset of the bone-thinning
disease cmsteoporocsis.

Beyond the headlines, there is a gathering excitement in the
scientific community relating to a well established means to reset
the biclogical clock. Fifty years ago its was shown that rats and
mice placed on a diet complate with essential nutrients but
drastically reduced in caloric content lived markedly longer and
healthier lives than a control group that was free to eat without
1imit. The orginal experiment was repeated and refined over five
decades with strikingly similar rasults. Caloric restriction in a
clinical setting dramatically improves mortality, morbidity,
protects the animal from tumors, slows the aging of the brain, and
in other measurable ways lengthens and prolongs the youthful state.
Now a new generation of researchers -— armed with a greater
understanding of molecular genetics, immunology and nutritijoen --
ara closing in on the fundamental mechanisms by which caloric
restriction achieves its results. The survey now underway by the
Alliance for Aging Research is turning up fervent interest by
scientists across a half-dozen different disciplines im pursuing an

undarstanding of basic factors triggered by caloric restriction.
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They are eager to test the hypotheses of competing theories of
aging against the caloric restriction model, and to move the
studies to animals higher on the evolutionary ladder, evantually to
humans. Of course it is impossible to predict how quickly this
turn of events could produce f£indings that open the doors to
breakthroughs. It is even harder to say whan, or if, the longer,
more youthful, less cancer-prone lives of the restricted laboratory
animals will be available to human beings. But is clear that many
avanues of inquiry that can be characterized as aging regearch are
converging toward a few testable theories of how and why humans age
as they do. From there strategies can be developed by physicians,
paychologists, social acientists and others to intervene in disease
processes and the aging procasses themselves to postpone or prevent
the decrements of advanced age.

wWhat is know is that the ability of our scientific enterprise
to arrive at answers will be slowed or stopped cold if our nationmal
leadership rotroats from its traditional support for scientific
research. Regrettably., the President's budgat propcsals now before
Congress would have the effect of signaling such a retreat.

We understand that the Administration has proposed to extend
to the end of figsecal 1988 the av;ilability of slightly more than
§334 million appropriated by Congress for the Mational Institutes
of Health for fiscal 1587, and to obligate thosa funds only after

Octobar 1,1987.
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Our analysis of that proposed extended availability of funds is
that it would reduce the ability of the NIH toc fund new and
competing research grants by about 700 grants in 1987. With regard
to aging research, the present momentum toward deeper understanding
of aging will be seriously slowed if those grants are not awarded
in neurology, immunology, oncology. research into heart and
cardiovascular disease, arthritis, mental illness, hearing and
vision research. Those studies are critical toc coping with aging
and all of them are carried out in large measure by NIH institutes
outside of the National Institute on Aging. Within the NIA the
proposed reduction would have a particularly debjlitating effect on
efforts to unravel the underlying mechanisms and causes of aging.
The NIA is one of the newest of the NIK institutes and remains 10th
out of 12 institutes when ranked by size of operating budget.

The proposed extension of available funds through fiscal 1988
would raduce the NIA's accass to funds appropriated by the last
Congress by about $11 million. The money would not be taken from
contracts, intramural research centers, or from NIA internal
operations. It would be cut from approved new and competing
extramural research grants that ars ready to begin. The number of
NIA research project grants would have to be reduced to 173 in the
current fiscal year, an overall drop of 32 grants from what was

awarded ip fiscal 1986.
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In addition, the NIA would be forced to negotiate an across-the-
board reduction in all its current research pr;jects. Directors of
other institutes in the NIH would have to do the same., The
requirements for reducing current research woculd be even worse in
figscal 1988. In the NIA alone all grants would be negotiated down
by gsome 16%. If this comas to pass it would be a body blow to the
pace of vital research.

The Alliance understands that the Administration’'s carry-over
plan will be opposed by some on Capitel Hill. This organization
lauds those who will resist a short—-sighted proposal that could
cripple the scientific enterprise. To depress research budgets for
aging and other health research priorities is a distortion of
£iscal responsibility, and an inappropriate reaponse to the
nation's needs.

Senators on this Committee and others in Congress have shown
they understand the implications of population aging and appreciate
the need for an appropriate investment in scientific research to
meet our common challenge. In its report on fiscal 1987

appropriations for the NIA, the Senate Appropriations for Labor/HHS

stated:
This demographic shift has created a major
scientific challenge focused on defining
the nature of the aging procasses and obtaining and
understanding of the mechanisms of age-relatad diseases
and disorders.
To retreat now from such a stance -- and from the adopted 1987

appropriation of $177 million for the National Institute on

Aging -- would be a costly mistake.
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ITEM 5

March 13, 1987

The Honorable John Melcher

Chair

The United States Senate

Senate Special Committee on Aging
G-33 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Senator Melcher:

on behalf of the American Psychiatric Association, a medical
specialty soclety representing more than 33,000 physicians
nationwide, I am pleased to provide comments on the
Secretary of Health and Human Services Budget for fiscal
year 1983. The APA is disturbed that the budget focus is
large cuts in many domestic spending progranms and nakes no
effort to establish a proven cost-effective investment by
ending the historic discriminatory medicare outpatient
benefit for our elderly population with mental disorders.
Bnding this discrimination would provide patients with
mental disorders with an alternative to inpatient treatment.

Our comments focus on programs under the Alcochol, Drug Abuse
and Mental Health Administration and Medicare, but I must
express extreme concern about all dozestic spending cuts.
The budget focus on large rcductions in many domestic
spending programs, will affect programs of vital importance
to mentally disabled people and those addicted to alcchol
and drugs. In the budget proposals for ADAMHA at best,
programs are continued at current levels; at worst, they are
callously eliminated. The President proposes reductions in
research and research training, at a time in our higtory
when a modest expansion in these areas is esgential to
capitalize on new knowledge about the brain and behavior.
The budget seeks to circumvent the budget process and the
recent HHS Appropriation Act by proposing to extend the
availability of fiscal year 1987 research funds into fiscal
year 1988. No growth is sought in service delivery
activities, Including thosc programs authorized by the
historic Anti-Drug Act. An unjustified reduction is
proposed for the new program of protection and advocacy
services for mentally i1l persons and for the NIMH Clinical
Training Program. By reducing clinical training funds,
important programs for geriatric psychiatry trainees may not
be expanded and may be cut back. No funds arc reguested to
implement a new state planning program. Staff support and
direct operations activities are dangerously low.
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While acknowledging the need to address budget deficits in light of the Gramm-—
Rudman-Hollings Balanced Budget Act, we do not believe human service programs
should bear the heavy burden of further cuts. These programs have been “pared
to the bone® already, and Congress must lock at alternative means to control
the federal deficit.

As we know the prevalence of mental disorders among the elderly ranges from
15-25% of the population, with Alzheimer's disease the most frequent
diagnosias. Appropriate service delivery cannot be delivered to this
population because of the lack Flexibility of coverage. The Medicare
psychiatric cutpatient limit has remained at $250 dollars after copayment and
deductible since the inception of the program and there is a 190 day lifctime
bamper in psychiatric facilities. These limitations, in particular the
cutpatient one, severely limit the patient's ability to seek medically
necessary care.

Interestingly, while a recent publicly disclosed draft Inspector General
report inappropriately recommends a "cap® on Inpatient psychiatric care it
does so because this cap would encourage use of outpatient care. While the
change might encourage outpatient use, the fact is the bencfit is sc limited
that the beneficiary purchasing power is severely restricted. We were thus
further surprised that neither the budget nor the Secretary of HHS's
catastrophic insurance proposal and subsequent bills addressed the need to
expand outpatient Medicare coverage for medically necessary psychiatric carce
-- even to the limited investment developed for Alzheimers Disease and related
disorders.

Two Medicare budget proposals especially concern us. We feel that quality of
care for patients will be severely disrupted by including any phyaicians®
services in the hospital's DRG. This will then give the radiologists,
pathologists and anesthesiclogists or hospitals incentives to underserve
patienta. One prior proposal recommendation included all physicians® services
in the hospital DRG. We do not wish to see budgetary concerns prevent
patients from receiving all aspects of care they need. Further reductions to
graduate medical education are also inappropriate at this time. For
paychlatry, this burden would be espccially onerous. Psychiatry is one of the
fev specialties in documented shortage in GMENAC and the psychiatric needs of
our elderly population are expanding., Congress' original intent in Medicare
legislation was to support graduate medical education. We hope you will
continue to maintain this promise, so that our heatlh care system can remain
one of the best in the world.

Please know we are appreciative of your efforts and those of the Special Aging
Committee on behalf of those elderly individuals with mental disorders., We
especlally appreciate the fact that you are an original co-gponser of S. 718
*The Medicare Mental Illness Non-Discrimination Act of 1987".

Sincerely,

4,’,,",%,4,/_;

lvin Sabshin, M.D,
edical Director

MS:JBC:ES:jdc
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Chairman Melcher and distinguished members of the Special
Committee on Aging, this testimony is being submitted on behalf
of the Association for Gerontology in Higher Zducation {AGHE).
AGHE is a nonprofit membership organization of approximately 280
institutions of higher education that conduct research and
provide education and training in the field of gercntology. This
testimony addresses both the Administration's proposed FY 1988
budget as it effects older Americans, and provisions for the 1987
reauthorization of the Older Americans Act (OAA).

Title IV of the OAA - Background Information. The Title IV

research, training, and demonstration programs, begun in 1966,

are the only federally-supported programs designed to support
applied research for the social/behavioral needs of older adults;

to train personnel in non-health professions t6 work with the
eiderly; and to develop demonstration projects to serve as

community models for service delivery programs for older
Americans. The major programs currently funded under Title IV
are research and demonstrations, gerontology training {including
career preparation}, training and demonstrations for legal

service programs for the alderly, and support to national
minority organizations.

Examples of Recently Funded Title IV Projects. The

focllowing information concerns three exexplary programs begun
with ACA Title IV support which illustrate the wise investment of
federal dolliars in the long-range improvement of educational,
research, and service delivery institutions.

{1) Enhancing the Quality of Gerontology Instruction is a
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survey research project conducted this past year by <this
Asgociation in conjunction with the Andrus Gerontology Center at
the University of Southern California. It was designed to
deternine the extent and character of gerontsology instruction in
America's colleges and universities. It is the first attempt in
ten years to conduct a national survey of gerontology programs,
and it is the first time ever that a survey of this depth and
scope has been undertaken. The investigation will provide
information on courses taught in aging., numbers and
characteristics of gerontology faculty, nuzbers of past and
present gerontolegy students, funding sources for these progranms,
administrative structures, academic credentials offered in
gercntology, reslationships to traditional academic disciplines
within the institution. The data base which this project has
produced will have a broad and far-reaching impact on the future
development of the fileld. It will enable informed planning to
occur and appropriate targeting of limited rasources.

(2} ZThe National Data Base on Aging is a project initiated

by the National Association of State Units on Aging (NASUA] and
the National Association of Area Agencies on Aging (NAAAA)} with
funds from Title IV (OAA). It is a comprehensive, up-to-date
information systen dealing with statistics about the elderly and
the services provided by the network on aging. Detalled
information on the budgets, staffing, clients anéd services of
State Units and Area Agencies on Aging are compiled. These
ssrvice programs which operate in every county in the country

include in-home care, nutrition, transportation, and other



369

activities that promote independence. The data base 1s updated
annually and encompasses a wide range of information from numbers
anéd characteristics of perscns served, to units and costs of
service provided,

{3) The Hispanic Gerontology Internship Program i{s designed

to provide on-the-job and in-service training for Hispanics by
placing them in full-time administratively responsible positicns
in public and private aging networks. The project is sponsored
by the Associacion Nacional Pro Personas Mayores and is funded by
the Administration on Aging. Interns receive a taxable salary
and fringe benefits during their six month internship.
Participation in the program provides training for qualified
individuals to assume administrative/management positions within
the aging network.
Maintaining Funding for OAA Title IV at an Adequate Level.

As an assoclation of educators AGHE is particularly concerned
with maintaining adequate levels of funding for Title IV of the
QOAA which provides for soc many important initiatives in the field
of aging. During the tenure of this Administration, support for
Title IV has been reduced by 54X, by far the greatest resduction
of any OAA progranm. Specifically, the Title IV peek tundinq
lavel of $54.3 million in FY 1980 has been reduced to $25 million
in FY 1987. In fact, the budgetary recommendations of the
Administration have been far below the current funding level
which was supported by Congress. Indeed, the Administration
recommended only $5 miliion for Title IV in FY 1984 and FY

19853. It is only in response to continued higher funding levels
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by Congress that the Administration in FY 1986 and FY 1987 raised
the proposed amount to $12.%5 miillion which 1s still far below an
adeguate funding level for such an loportant prograxm. In yet
another etfort to reduce Title IV funding, the Administration has
recently proposed the reprogramming of $12.%5 million from Title
IV to the Office of Human Development Services (OHDS} salary and
sxpenss account {$1,350,000} and Foster Care ($11.144,000} for
the current fiscal year.

Whereas the Administration has persistently fought to reduce
Title IV funding, Congress has consistently shown bil-partisan
support for Title IV. While our nation has had toc face a climate
of fiscal austerity, Congress has continued to¢ advocate Ior
improving the lives of Americans of all ages by maintaining
rgasonable funding levels for educaticn, training, and research
programs sponsored by a number of Federal agencies. 3y
maintaining funding for Title IV and other such programs,
Congress has expressad its willingnmess tc make an investment in
the future and to reaffirm a federal rasponsibility for agsuring
the development of a research base and a supply of trained
proteésionals in the field of aging.

Title IV a Necessary Complement to Title IIT. The actions

of Congress have served to confirm the fact that the Title IV
programs of training, research and demonstrations are a necessary
coﬁplenent to Title III supportive and nutritional services. It
must be recognized that of equal value to service programs for
older Americans are the {(a) research activities which expand our

knowledge about the aging process, (b} the demonstration projects
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which enable more appropriats and efficient service programs to
be designed, (c) educational programs which prepare professionals

to work in the field of aging, and {d) continuing education and

training programs which upgrade the skills of persons already
serving the elderly and their families.

Without these "supportive® programs the service delivery
activities will most likely be ill-conceived and inappropriate
and will be staffed by persons who do not understand the aging
process, how to work effectively with older adults and their
families, or how to be efficient administrators. The adage, "If
you think education is expensive, try ignorance," is all too
true. The waste of fiscal and human resources which occurs when
planning is uninformed and personnel are untrained is an
unfortunate reality. Private industry would never manufacture a
product without the backing of research. The Defense Department
would never operate the machinery of modern warfare without
trained personnel. The health and social service arena is in no
legs need of a knowledge base and an educated and trained
manpower.

Recommendations for the 1987 Reauthorization of the Older

Americans Act. We urge Congress to continue its support of
programs dealing with research, training, and demonstrations in
the field of aging. With regard to the 1987 reauthorization of
the OAA, we do not recommend major changes to the Act, which has
served well our nation's elderly for twenty-one years. However,
there are several "fine tuning” or "corrective" changes which

would clarify the intent of Congress and strengthen the Act.
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This Assoclation's specific recommendations for reauthorization
are stated in the position of the Title IV Coalition (Attachment
#1) which has already been sent ¢ several members of Congress.

Recommendations on FY 1988 Budget. AGHE urges Congress to
continue funding Title IV of the OAA at least at the current
level of $25 million in the FY 1888 budget. In past years Title
IV experienced drastic funding reductions and therefcore could not
withstand any further budgetary cuts at this time.

AGHE encourages continued support by the National Institute
on Aging {(NIA; for research and education efforts in the
behavigral/social sciences. Since budgetary constraints will
necessarily force the level of the CAA Title IV funding to remain
at a significantly reduced level, the amount of federal resources
devoted to behavioral/social science research has been greatly
diminished. For this reason, it is more important than ever that
other appropriate Federal agencies such as NIA support the aging
research, education, and training programs in behavioral/social
sciences.

Finally, we call upon Congress to appropriate funds for the
systematic collection of manpower data in the field of aging.
Congress has on several occasions requested from various agencles
(AQA, HRSA, NIA) reports on future personnel needs for the field
of aging. The reports which have se far been submitted to
Congress on manpower reveal that there are considerable gaps in
our knowledge. While the necessary questions regarding personnel
needs are being posed, appropriate and valid answers c¢an not be
provided without funding for the development of an ongoing and
coordinated data base that will provide manpower guidelines for
the field of aging. The best use of Federal, state, local, and
private funds in the area of personnel training in the field of
aging will only be made when current, comprehensive, valid,

reliable manpower research is avalilable.



373

ATTACHMENT #1

TITLE IV CQALITION'S
POSITION ON THZ 1987 RIAUTECRIZATION OF TEEI OLIZR AMIRICANS ACT

This position is supported by the following
organizations:

American Asscociation of Homes for the Aged
American Association of Retireé 2ersons
American Society on Aging

Asociacion Nacional Pro Personas Mayores
Assocjation for Gerontology in Higher Zducation
Gerontological Society of America®*

National Caucus and Center on 3iack Aged, Inc.
National Council of Senior Citizens

National Farmers Unicn

National Pacific/Asian Resource Center on Aging.

I. 0Older Americans Act_in CGenerai

i Qider
east tnree

A. At leagt a three-year reautnorization. Al
Americans Act programs shoulid be extended for at 1
years, through 1990,

B. Simpie reauthorization, with minor adijustrments. wWe do
not recommend major changes %$o the Act, which nas served well our
nation’'s eiderly for twenty-one years. However, there are
several "fine-tuning" or "corrective" changes wnich would cliarify
the intent of Congress and sirengthen the Act.

C. Increased authorizatisr ieve:s. Funding for all titles
of the OAA, inciuding Titie IV, snould be increased at least 5%
to meet the growing demand for services and progracs authorized
under this Act and the increasing cost of implementing these
progranms.

D. Increase the authority of the Commissioner on Aging OY
having the Commissioner report directiy to the Secretary of =
ratpner than to the Office of the Secretary. Ihe sudordinace
position of the Commissioner within OHDS nas historically
decreased the effectiveness of the Commissioner in serving as a
strong adveocate for the Older Americans Act programs and in
having control over and accountability for AcA's directions and
priorities.

II. Zitie IV

A. Oppose any attempt to consoildate Titie IV orograms. In
the 1981 reauthorization of the OAA, the statutory language Zfor

ied

*The Gerontoiogica. Society of America has no position on
the foliiowing portions of tnis document: I.2., II.3.,
II.2..
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Title IV was significantly edited and consciidated, and the
rationale for that consoliidation was the same as provided for thne
1987 proposal. Because of the negative impact on Titie IV
programs which resulted from the 1981 revisions, Congress de-
congolidated Title IV in the 1984 reauthorization, restoring
clarity ané precisicn to the ianguage, spelling out the purposes
of specific Title IV programs and indlcating which nistoricaily
successful programs snould be continued., Any attempts to revert
to the 1981 ianguage shnould be vigorousiy opposed.

B. Separate program anpouncements for avajiapliiity 62 funds
and reguest for avplications. ?2Prior to 1981 there was a separate
program announcement for the Administration on Aging's
discretionary programs which ciearly stated the priorities of ACA
and the aging program categories toc be funded for that particular
year. The OHDS coordinated discretionary funds prograc
announcement initiated in 198: has resulted in a diiuting of the
OAA discretionary programs, in a reduction of the Commissioner’s
role in establishing priorities for AokA's discretionary prograns,
in a decreased accountability for the Titie IV programs by the
Commissioner, and in liess clarity as to the Administration’'s
goals and priorities for aging programs, A return to a separate
program announcement would ailow for continued coordinration with
other OHDS agencies and yet wou.d strengthen the CAA
discretionary programs.

C. Line—item authorization for key components of Tit.ie V.
In the tnree years since the OAA was last reauinorized, the
Administration has not only attempted to educe funding for Iltie
IV, but has funded very disproportionately the various activities
of Title IV authorized ov the OAA. For exampie, educatiocn and
training programs have beer cdramaticalily curtailied, and research
has aii but been eliminated. & line-item authorization wouid
clarify the intent of Congress regarding the continuation of key
components of Titie IV and wouid resu.it in iine-item
appropriations for these areas.

D. Support current iaw wnicn authorizes tne Commissioner 1o
make grants_ané enter into contractg with pubiic and private non-—
profit agencies, organizations, or institutions 3Io gsupdort the
development of programs funded under Titie IV. For-profit
organizations would undoubtediy de in a position to “unger-oid”
many non-profit organizations and Institutlions, effectively
eliminating the participation of most educational Institutions,
community-based agencies and other non-profits Irom participation
in the Oider Americans Act discretionary programs. -he entsy of
tor-profits into unrestricted take-cver of OAA Titie IV prograns
wouid be a penny-wise pound-foolish response To ine need to
provide low-cost services, while at the same time being concerned
with quality of services and long-term institutlional and
organizational commitment to the wellfare of oider Americans.
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£, Titie IV proposais may pe submitted by a wide range of

without receiving prigr ciearance from state and area ggenc,es on
aging. Congress should make cliear in the 1987 Oider Americans
Act amendments--preferably statutorily {(if not by statute, then
in the accompanying report)--that the Administ-at on on Aging may
seex comments from state units and area agencies on agin
concerning applications for Title IV funding by colieges,
univergities, nationa. organizations, and otners wnhen the
propesals relate directiy to service delivery in their respective
Jurisdictions.

F. Inciusive definition of the "aging network” and the
"fieid of aging”. The key components of the "aging network" and
the "field of agi " are state units on agi“g, rea agencies on

aging, nationa. aging corganizations, co;.eges andé universities,
service providers, and other organizations, agencies, and
institutions involved in providing services ané programs to older
persons and In conductin *-a‘n-rg, education, and research in
aging. Congress shoulé clarify the ‘act that when the terms
"aging network" and the "2 i of ag;ng are used in the Older
Americans Act or by the Ad stration on Aging, these teras
shouid have broad applica:io. 3 should inciude all of the Xey
compponent groups mentioned in this section.

G. Promotion of career orenaration trairing for minorities.
Amendments to the JAA shouid refer to the promotion of career
preparation training for minorities. Thls erprasis 1s needed to
attract more minorities into the field of aging.
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Chairman Melcher ang distinguished members of the Senzte Special
Committee on Aging, we appreciate the opportunity to submit to you our
testimony on the impact of the Admininstration's proposed FY 1988 budget on
the researsh and trafning activities of the National Institute on Aging.

The Gerontological Socisty of Amerfca iz a national, scientific
organization of researchars, educators; and other professionals in the
flelds of biology, ¢linical medicine. the behavioral sciences, and soctal
research, pclicy analysis and planning. A major concern 15 the development
and application of knowledge in a1l aspects of aging.

The National Institute on Aging has mede major strides since {ts
¢reation in 1974. Most recently, the Institute has spearheaded a2 national
research effort on the many aspects of Alzheimer disease and other demanting
disorders, fncluding funding ten special Alzheimer Disasase Ressarch Centers
throughout the country to coordinate multidisciplinary investigations,
These {nvestments have already led to exciting new discoveries about the
dizgnosis, treatment, and etiology of Alzheimer d{sease, Veading us ever
closer to the cause of this dreaded disease,

NIA has made significant research advances in other areas including
urinary incontinence, and hip fractures, as well as providing a better
underctanding of "normal® biological and peychological aging and of changes
that occur with age but that are a result of dissase or other external
environmental factors. These research advances have ied to fncreasad
knowledge about and tresatment of soms of the chronic diseases prevalent

among older persons.
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Normal Aging

Congress and the public have an understandable tendency to focus on
disease~-related research, but learning about normal aging 15 just as, if not
more, important than understanding diseaces which afflict older people.

An obvious example of why understanding normal aging is so important s
{1lustrated by the following., For years, older peopie with any of & broad
group of symptoms were diagnosed as "becoming senile, 3 natural result of
growing old.® People were told to accept their condition.

Today, we know that senility 1s not part of normal aging, that some of
the symptoms associated with normal aging are reversible, and that
research on the diseasss which currently are not reversible has increased
dramatically.

Clsarly, understanding of normal aging 15 crucial to fdentifying
diseases to be studied and to learning ways to prevent, cure, or treat those
diseases. Equally, if not more important, an understanding of normal aging
15 crucial to identifying accurately the contributions older people, now
defined as those 65 and over, can continue to make to society, which in turn
w{11 help Congress and other decision makers to devise policies more
responsive to the opportunities and challenges presented by the extension of
1ife expectancy. Locking ahead, one would guess that the more we learn
about normal aging, the less fmportant the arbitrary 2gse of 65 will become.

These points are made to stress the importance of and potantial benefft
from research on normal aging. As {mportant as disease-related research, we

should not, we must not, fgnore basic resesrch in the aging process.

Incidence and Costs of Sslected Chronic Diseases

A quick glance at the {ncidence and costs of & few of the chronic
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dicseases most common to clder pesple makes a compelling case why our

investment {n research {¢ so critical to the future health of this natfon.

Alzhefmer dissase affects 5-15 percent of those over age 65 {(currently 1.2
to 4 million Americans), and accounts for an estimatsd 30-50 percent of
those entering a nursing home (Cffice of Technology Acsessment),

¢ The National Institute on Aging estimates that Alzheimer disease costs
this country $28 billfon annuelly, in addition to the emotional costs to the
family and others.

Between 10-20 percent (2-4 m111fon) of those elderly living in the community
have some degree of incontinence. The prevalence increases to betwesn 40-50
percent in those elderly in nursing homes (600,000-700,000) (Office of
Technology Assecement).

¢ The U.S. Surgeon General hat estimated that the United States spends $8
billion a year on incontinence. Incontinence adds betwssn $3-11 to the

dafly cost of caring for a nursing home’ patient.

15-20 =111ion Amsricans are affected by osteoporosis and it {s the
underlying cause of about two-thirds of hip fractures in older people
(Office of Technology Assessment),

o The total cost of osteoporosis in the United States ha: been estimated at

$3.8 billton annually {(Office of Technolegy Assessment).

Osteoarthritis {s severe enough in 16-20 mi11ion Americans to cause
symptoms. Ostecarthritis causing severe or moderats pain was noted in 6.5
percent of those 65 to 74 in the National Health and Nutritfonal Examination
Survey.,

o Ostecarthritis is a major factor in health care costs and patient
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ad-
morbidity, but 15 not a direct cause of death. The Arthritis Foundation
estimated the total costs of all forms of arthritfis at $133 billion in

1983, of which ostecarthritis accounted for approximately 70-70 percent

{more than $7 billion).

Each year 13 million pecples of whom one million are elderly, will spend
time in nursing homes. For each older person in & nursing home, there is
one at home with equal disability (Naticnal Institute on Aging).

o The Health Care Financing Administration estimates that the federal
government spends over 320 billion dollars a year in nursing home costs.
Alzheimer disezse, incontinence, and otteoporcsic are among the Jeading

reasons for nursing home admissions.

in addition to the costs of chronic {1lness in terms of hospital care,
long-term care, and rehabilitation, the social cost to the individual and
his or her family, which {s substantial although difficult to measure, must
also be considered.
Growing Implications of Mealth Care

The figures presented represent the current incidence and cost. As the
population of this nation ages, we can only expect thess diseases, absent
discoveries of ways to prevent or cure them, to become more prevalent. By
1990, the nursing home population aged €5 years ang older i{s expected to
reach nearly 1.7 million, and annual nursing home costs, the fastest
growing segment of health care expenditures, are projectad to increase to
$76 bi11ion {Ihe Need for Long-Term Care: Information and Issues, Federal
Council on Aging). By the middle of the next century: the nursing home
population fs expected to reach 54 millton (Agipg America. U.S. Senate

Select Committes on Aging).
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Ae the elderly population and 1ts demand for services expand, co doet
the need for persons with knowledge and skillc in planning and delivering
services to the elderly and for tratined researchers and scientists to
dizcover more effective and efficient wayc to deliver service: and to devise
improved methods of prevention and care for the aging and aged. Discovering
how, why, and under what circumstances age-relazted declines may be
prevented, reversed,.or ameliorated could have a significant impact on
lowering costs of health care and dependency and 8dding to the quality of
life of the older person and his/her family.

Al Generations Benefit From Research on Aging

While current cohorts of the elderly sometimes besnefit directly from
recearch, direct and indirsct bsnefits also accrue to parsons of all ages.
For example, indirect benefits of research on aging may include decreased
health care costs to taxpayer: and reduced caregiving costs--financial,
emotional, and physical--to families who provide support toc olgar relatives,

Further, the actual benefits of most research on aging very often
accrue to those who are not old. For {nstance, research on osteoporosis, a
condition particularly noticeable among postmencpausal women, has resulted in
a prescription for preventive maintenance involving diet exercise to
develop and maintain bone mass, and other 11fe-style factors for women of
all ages (Office of Technology Assessment). Alzheimer disease research,
while searching for a cure, treatment and prevention {nterventions, also may
provide new understandings about Down's syndrome and Parkinson's disease.
Furthermore, {t should be noted that a number of the chronic diseases
discussed, although particularly prevalent among cldsr persons, al scbaffect

significant numbers of non-elderly persons.

73-936 0 - 87 - 13
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Indeed, research focused on a particular concern of an aging society
may benefit only future cohorts of the elderiy. But although today's
elderly and perhaps even today's middie-aged may neyer bepefit perszopally
from some of this research, the knowledge that flows from their investments
in research w11l be transferred as a legacy to future generations in
society. In a very fundamental way, then, research on aging is an
{ntergenerational transfer of great benefit to persons of all ages as well

as to those yet to be born. It is an invesmment in our common future.

EY 1988 Admininstration Proposal ppd Its Ispact

According to an Office of Technology report (Ischrology and Aging in
Amarica, 1985), federal support for biomsdical research has remained fairiy
constant {n real dollars over ths past decade, but has declined 2s 2
proportion of health care costs from 3.9 percent in 1972 to 2.8 percent in
1982. Funding for biomedical ressarch also has failed to keep pace with
overall trends and research in development: the proportion of dollars going
to biomedical vs. other types of research deciined from 124 percent in 1972
to 11.7 percent in 1982.

The Administrationts FY 1988 budget proposal calls for cutting back the
National Institute on Aging's budget from $177 m1lldon 4n FY 1987 to 3166
million in FY 1988, The Administrationts figures for FY 1988 assume the
extended availability of funds from FY 1987 to FY 1988. These figures,
therefore, mask the real impact of the Administraticn's proposals. If
Congress wers to disallox the extended availability of the FY 1987 funde, as
the Gerontological Society thinks ft should, the funds available to NIA in
FY 1988 would drop to $156 million, an 11 percent reduction. This would

mean that the new research project grants would be cut in third, dropping
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from 199 in FY 1987 to 78 in FY 1988. In addition, & cut of this magnitude
would nececsitete approximetely 2 185 percent downward negotiation rate for
both competing and noncompeting awards. The Administration's proposed
reguctions {n NIA's appropriation comes at a time when a number of new and
promising discoveries about Alzheimer dicease are being made. Two items
recently {n the newc include the possibility of THA as a drug for tresatment
of Alzheimer disease and the fincﬂng of what may be a genetic marker for
Alzheimer disease,

A clinfcal trial to test the effectiveness of the THA drug {5 scheduled
to begin this year. Ten NIA-supported Alzheimer Disease Research Centers
are alrsady in place and ready to begin the trails, cutting the costs and
reducing the "normal® start-up time by at least a year and a half. If the
Adminfetration's budget {s adopted, NIA would be forced to pull money from
other programs to pay for the clinical trials. _

Another area that would be adversely affected by the Administration's
FY 1988 proposal {is educatfon and training activities. A report published
by the Department of Health and Human Services (DHHS) in 1984 clearly
documents the growing nesd for health and allied health professionals and
the serious lack of education and training efforts being undertaken to
adgdreses those needs. Faculty and fnvestigators with special trafning in
gerontology are in short supply, states the reports with estimates ranging
from 5-25 percent of the number required in various fields. The report also
estimates that a total of 2,000-2,600 physicians and other academic
investigators will be nesded by the year 2000. If NIA's training programs
continue at their same levels, we can expect a shortfall of about one-half
the projected need in the year 2000.

The Administration's proposals totally disregard the concerns raised
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and recommendations made §n the DHHS report, calling instead for a

reduction 1n the number of research career awards from 87 (FY 1987) to 78
(FY 1988) and 1in the number of full-time training positiones from 269 (FY
1987) to 249 (FY 1988).

Perhaps the most serious impact of the Administration's proposal would
be the reduction in NIA-personnel. In 1984, the Natfonal Institute on Aging
reported a total of 378 full-time equivalent positions. This figure has
dropped steadily over the past few years and {s shown at 343 in the FY 1988
Administration budget. The {mpact of reduced personnsl 1s alrsady being
felt. There are fewer NIA staff to handle a Jarger grant load due to
special ini{tiatives such as the Alzheimer centers and the teaching nursing
homes .,

The reduction in staff also has Affocted the start-up of sesveral new
programs. For example, the phase-in time for the Laboratory of Molecular
Genetics has been slower than anticipatad dus to lack of personnel. A newly
established neurosciences program. a rapidly growing ared, als5o has
experienced & slowed start-up phase. NIA has had to defer hiring 2
gensticist for {ts Molscular and Cellular Biclogy Branch. These are just a
few examples,

Sumeary

The Gerontological Society has continued to stress 1n 1ts testimony
before Congress the importance of planning and meeting the challenges of an
aging society. An investment today can mean tremendous payoffs in the
future. For example, by the middle of the next century, the nursing homs

population {s expected to resch 54 million (Aging America, U.S. Senate
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Special Committee on Aging). If we can reduce the need for nursing home
care by & mere S5 percent, conservative estimates {ndicate that nursing home
expenditures would be reduced by over a millifon dollars per day.

Earlier in this testimony we cutlined the costs associated with some of
the major chronic diseases that are particularly prevalent among the
elderly, If we do not make some progress in reducing or eliminating the
incidence of these diseases, we can only expect heslth care expenses to
continue to ¢iimb. Research., even more than the cost containment measures
currently being propossd, has the potsntial for dramatically reducing our

health care costs.
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Senator Melcher and Members of the Senate Committee om Aging,
the Asociacion Nacional Pro Persones Mayores (Natiomnal
Assocfiation for the Hispanic Elderly) welcomes the opportunity
to submit testimony for your hearing oconcerning the impact of
tbe Addministrationt's fiscal year (FY) 1988 budget on older
Agericans. Our statement will focus largely on the effect of

the budget proposals for aged and aging Hispanies.

At the outset, the Asociacion wishes to commend the Committee
for holding this timely and important hearing. We also want
to express our sincere best wishes to you, Senator Melcher, in
your new capacity as chairman of the Senate Committee on
Aging. The Ascciacion lcoks forward to working with you and

your staff.

k. Older Apericans Act

The Asociacion is deeply concerned about the Administration's
proposed $2.210-billion gemeric appropriation for nearly all
social services activities within the Office of Huwman
Development Services (OHDS), including the Older Americanps
Act, Head Start, and several other programs. The FY 1988
budget claims that the geperic appropriation ®is in no way a
block grant consolidation proposail."

However, this measure certainly has the appearance of being a
bloek grant, Evea if the budget document is accurate, the
recommendation can eventually pave tbe way for block gragting
a wide variety of diverse activities currently under the OHDS

ugbrella.
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The Asociacion opposes this proposal because the older
imericans Act will lose much of its i1dentity and visibility
under a generic appropriation. Programmatic activities will

be blurred. There will be less accountability under the new

arrangemeéent.

The Asociacion strongly believes that the Older Americans Aect
should continue as a separate categorical program. The
Congress opted for this approach in 1965 when it enacted the
Older Americans Act. One of the key reasons for this decision
was to focus increased public attenticn on the growing needs
of our rapidly growing aging population. That decision was
sound and sensible when Congress initially created the Older
dmericans Act. We believe that the rationale is equally

powerful now, if not more so.

HWe are confident that the Congress will reject this proposal
when it considers the Older Americans fct reauthorization
legislaticn this year. We urge the support of the Senate
Committee on Aging to insure that the Qlder Americans Act

retains its separate status with high visibility,

Additionally, the 4sociacion is disturbed by the proposal to
reprogram $12.5 million of FY 1687 Older Americans Act Title
IV training, research, and demonstrations program funding.

The budget proposes to shift {1} $11.1 million to offset the

cost of a supplemental request to pay for prior claims for
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foster care, and (2) $1.3 million to compensate for costs
associated with the 1987 pay raise for OHDS employees and the

new Federal Employees' Retirement System,

This proposal would do great damage to Title IV, which has
already experienced sharp cutbacks in funding since this
Administration came to offfce. It would produce hefty
reductions feor numerous activities, including career
preparation training, research on daily problems confronting
Older Americans, and demonstrations to igprove services for

aged Hispanics and other older minorities.

Title IV has paid bandsome dividends, despite a comparatively
small appropriation in relatiocn to total funding for the
entire Older Americans Act. Some of the most innovative and
popular programs in the entire field of aging have evolved
from Older Americans Act demonstrations. These include the
rutrition program for the elderly, Foster Grandparents, and

the Retired Senior Volunteer Program {(RSVP).

For these reasons, the fsgciacion urges the Congress to reject
the recommendation to reprogram $12.5 million of fiscal year
1987 funding for the Title IV training, research. and

demopstration program.
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B. cr Co t 8 o t

The Administrationt*s budget requests $326 million for the
Older Americans Ac¢t Title V Senior Community Service
Employment Program (SCSEP), the same amount as the FY 1987
appropriation. Title V has been an extraordinarily effective
program for aged Hispanics and other low-income older
Americans. It bhas provided a dignified means for
disadvantaged persops 55 years or older to holp themselves

while helping others i{n their communities at the same time,

It is our understanding that Congressman Biaggl plans to seek
an additional $10 million for the SCSEP when the House acts on
the FY 1987 Supplemental Appropriations Act. Congressman
William H. Natcber, chairman of the House Labor-Health and
Human Services Education Appropriations Subcommittee, told
Congressman Biaggl in a colloquy last year that he would
support additional funding in a supplemental appropriation if

the Senate would agree.

We urge the Senatc Committee on Aging to back a $10-million
supplemental funding increase for Title V for FY 1987. If the
Congress votes a $10-pillfion hike for the SCSEP for FY 1987,
we recommend that the FY 1988 appropriatico be at least $336

million,

4 funding increase would be helpful for older Americans
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because poverty is on the rise¢ for persons 55 or older. In
fact, the oumber of poor individuals 55 or oclder recently

increased by 153,000, from 5,628,000 in 1984 to 5,781,000 in
1985. Many more older Americaps have incomes hovering at or

very close to the poverty line.

Employment, however, can be an important tool to enable
low-income older Americans to move off the poverty rolls onto
the payrolls. Title V has been an especially effective
program for older Hispanics because 8.4 percent of all
enrollees are Hispanics. Moreover, 35.0 percent of all

participants are members of minority groups.

¢, Medicare

The Asociacion is alsc opposed to budget proposals to igecrease
out-of-pocket payments for elderly Medicare beneficiaries.
These include measures to {1} raise the Part B Supplementary
Medical Insurance premium so that it would finance 35 percent
of the Part B program costs, rather than 25 percent as under
law; (2) delay Medicare coverage until the first day of the
month following the month in which age 65 is achieved; and (3)

igdex the Part B deductible to the Medicare Economic Index.

These proposals will only saddle aged Hispanics and other

older Americans with pore out-of-pocket payments. The harsh
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reality is that the elderly now spend about 15 perceat of
their income oo health care, In fact, out-of-pocket payzents
for health care for older Americans is basically the same as

it was before Medicare became effective in 1966.

In 1984, arnual out-of-pocket payments for persons 65 or older
averaged $1,055, more than three times the amount ($310) spent
by other age groups. If nursing home costs are considered,
average out-of-pocket bealth care expenses for the aged

amounted to $1,705.

The Asociacion belleves that there are more effective ways to
balance tbe budget than to force older Americans to shoulder

an even larger burden of health care costs,

D. Social Security Administratiop

The Asociacion also recommends that the Senate Committee on
Aging work to prevent further cuts inm Social Security
Administration staff, particularly at the local level, If
proposed reductions go into effect, the Asociacion fears that

service to the public will inevitably suffer.

The Soeial Security district office is one of the major
froot-line governmental units for aged Hispanies and other
clder Americans. For the most part, they bave received good

service. However, we hear alarmiog reports tbat tbe quality
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of service in the Soocilal Security district offices throughout
our nation is declining. We are concerned that the situation
may worsen if proposed staff reductions become effective. The
nuzber of full-time equivalent (FTE) positions at the Social
Security Administration is projected to declinme by nearly
3,700 tbis year, fron 75,494 in FY 1986 to 71,799 in FY 1987.
The budget proposes to reduce the number of FTE positions to
69,345 during FY 1988. We call upon the Senate Committee on
Aging to take the lead ig rejecting these proposed staff

reductions.

E. Conclusion

In conclusion, the Asociacion wishes to commend the Senate
Committee on Aging for holdipg this hearing on the impact of
the FY 1988 budget on older Americans. The Ascciacicn
reaffirms its support for the proposals that we have discussed
earlier in our statement, We believe that they are
substantively sound and legislatively feasible. We sincerely
hope to have the support of the Senate Committee on Aging for

these measures.

4gain, we express our desire to work with the Compittee oz
4ging and its staff on the whole range of issues affecting
Hispanic elderly and other older Americans during the 100th

Congress.
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Senator Melcher and members of the Senate Special Committee on Aging,
The National Association of Nutrition and Aging Services Progranms
(NANASP) is pleased to have an opportunity to submit testimony for this
important hearing on the fiscal year 1988 budget plan and its impact on

aging programs,

NANASP 1s a membership organization representing direct service
providers from every state., Our mission is to convey information from
the field to decision makers in Washington about how various actions
affect Older Americans Act programs and the elders of our country that
this legislation was created to serve. Throughout the past six years
we have worked successfully with our members to achieve efficiencies
in our nutrition and other support service programs to ensure that

the increase in service demand 1s addressed through increased delivery

of services.

OQur record, particularly in nutrition services, is one that we are

proud of . Our members have a strong commitment to local services

and this commitment leads thee to constantly strive to improve their
programs. As an Association, we have taken major steps this past year to
assist them in meeting their goals of more cost effective services by
initiating a grant with USDA to educate nutrition projects on

creative utilization of commodity foods and developing a program

allowing for cost savings through a national purchasing plan.

NANASP is eager to work with Congressional leaders to do all that we

can to assure that older citizens receive the community based care
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they require. When asked to comment on the FY88 budget, we found it
difficult to do because this year we do not have line items to review

and compare against past appropriations or projected needs.

The problem is the "“generic appropriation” request for Older Americans
Act and 25 other human services programs proposed by the Administration.
Not only must we deal with a significant loss of total funds to OHDS,
but aging programs are alsoc earmarked for shifts in monies in FY88.
There are no guarantees in this budget that adequate levels of funding
will be available for either Title IIIB or I1I1C. If we could evaluate
this budget, we could at least help Congress identify the gap between
funded service levels and projected demand, but with rhis budgeting

approach, even that basic step is impossible.

In addition to these very tangible problems with the FY88 budget, it
is also alarming that various groups with equally serious need for
government human service assistance will be competing for limited
dollars in this budget arena. This can only lead to increased inter-
generational conflict and dilute the importance of the legislation

enacted to help these needy groups.

NANASP feels confident that Congressional leaders that have supported
Older Americans Act legislation will recognize the serious implicatrions
of this 1988 Administration budget and act to ensure that these aging
programs, as well as other human services programs, be presented

independently for fair budget evaluations.
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MARCH 11, 1987

The National Association of Retired Federal Employees (NARFE)} appreciates the
opportunity to present cur corments on the effects of the Administration’s proposed
budget for Fiscal Year 1988 on one group of older Americans, the 2 million Civil
Service retirees and survivors who our organization represents.

The Administration's plan for achieving savings in the new fiscal year recommends
$2 billion in cuts fram the Civil Service Retirement System {CSRS) and the Federal
Bmployees Health Benefits Program (FEHEP), the two programs on which Civil Service
annuitants and survivors are most dependent for retirement security. Two specific
legislative changes proposed in next year's budget would prove most detrimental to
federal annuitants and survivors:

- Inflation protection would be reduced by limiting all future CSRS

cost-of-living adjustments to the percentage change in the Consumer
Price Index minus 1 percent, unless the CPI falls below 3 percent,
in which case the COLA would be the actual CPI increase or 2 percent,
whichever is less.

- The FEHB Program would be restructured so that the goverrment's share

of premiums would be based on a weighted average of all plans in the

program instead of using the average cost of the six largest FEHB

Champion of Retired Federul Empiorees
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health insurance carriers. Because this change is proposed to reduce

the employer govermment's cost of premiums, the restructuring formula

will shift a greater cost burden onto the health insurance enrcllees.
THE COLA PROPOSAL

while the media and many Members of Congress proclaim that the Administration's
proposals were essentially “dead before arrival,® Civil Service annuitants and
survivors are acutely aware that their cost-of-iiving adjustments are still "on the
table® as a budget savings.

An objective in federal retirement policies is that annuities should retain
purchasing power over the span of retirement. Since inflation robs annuities of
their value over time, the COLA is the only fair means of maintaining value to the
annuities relative to a point on a standard measurement of price at the time the
retiree became cligible for an anmnuity. Despite this propounded objective, Congress
adopted the Gramm-Rudman—Hollings Amendment in December 1985 which included a
provision placing Civil Service Retirement COLAS within the purview of sequestration,
and thereby eliminated the 3.1% inflation adjustment that was to have been paid in
the January 1986 annuity checks. Although Congress later amended Gramm—Rudman=
Hollings to exempt future COLAs fram automatic sequestration, purchasing power of
our annuities had been lost never to be regained.

As Congressional deliberations regarding ways of meeting the FY 1988 deficit
targets take place, it is conceivable that a Jess~than-full COLA for federal retirees
could once again be seen as a viable arca for budget savings. After all, it could
be rationalized that if inflation remains low, then no real harm will be done if
annuitants lose a small portion of their inflation adjustment, and if inflation is

high then annuitants would be compensated for all but one percent of the rise in
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the Consumer Price Index. However, we contend that if the objective of OOLas is to
provide retirees with formulated replacement incemes that do not lose value with
increasing prices, then 100 percent indexing is required: Fixed income adjusted
fully for inflation retains its purchasing power across variable price changes -
any adjustment less than 100 percent of the CPI diminishes the real dollar value of
earned annuities. Therefore, NARFE firmly adheres to the belief that any further
erosion of annuities is unacceptable.

Despite the oft-touted proposition that the Civil Service Retirement System is
over—generous, Civil Service annuitants received an average of $1,128 per month in
1986, and survivor annuitants received $536 per month on average. We contend that
it is paultry public policy for the Administration or Congress to single out federal
retirees as the only group of older Americans for wham inflation protection on
their primary source of retirement income becames controversial each year. This
group of older Americans does not deserve to be placed in this position of insecurity
regarding the value of their annuities year after year just because their employer
or their deceased spouse's employer was the Federal goverrment.

HEALTH INSURANCE PROPOSALS

Since it is obvious that the premium costs of the Federal Employees Health
Benefits programs will not be going down, any savings recognized by the Federal
goverrment as employer will result in cnrollees bearing a larger percentage share
of ever-increasing costs.

Civil Service annuitants, like all other older Americans, are deeply concerned
with having adequate means to cover the health care nceds they may have later in
life. And like other older Americans, annuitants are faced with the possibility

that the cambination of public programs such as Medicare and private insurance



400

4=
such as FEHB programs and Medigap insurance programs may not provide the health
care coverage they may ultimately require.

No doubt, Civil Service annuitants will sacrifice to pay the increased cost of
health insurance. Increased publicity surrounding Congreasional and Aministration
interest in catastrophic care coverage and long-term care have heightened the
American public's concern regarding the financial devastation that can occur when a
fanily member requires hospitalization for a serious illness or needs long-term
care. For the most part, Federal retirees covered by FEMB plans are protected from
the catastrophy of acute illness. But, the Federal retiree and survivor shares the
plight of the vast majority of Americans with regard to insurance protection for
nursing hame or hame health care costs associated with chronic, long-term illness.
Therefore, NARFE believes that any increased premium cost-sharing imposed on Federal
employees and retirees should be accompanied by improved benafits and coverage
which address the long-term care needs of annuitants and their families.

Finally, we would like to emphasize that NARFE shares the goal of other
organizations representing older Americans that health and social service programs
for the elderly and the income security provisions that provide dignity and sustenance
for older citizens be preserved throughout the budget process. while the objectives
of these programs remain as valid as when first enacted, benefit cuts and other
reductions over the last few years have forced a narrowing of the visions upon
which these programs were founded. It is our hope that the integrity with which
these programs are handled as Congress wrestles with the budget deficit serves to
restore a sense of security to older perscns who stand to lose so miche.

We thank you for the opportunity to submit this testimony to the Special

Camittee and for your interest in our issues.



&

401

ITEM 11

National Associacion of Social Workers, inc.

7981 Eastemn Avenue
Silver Spring. Manyland 20010
{301} 5650333

BOARD OF DIRECTORS

FRESIDENT - 1997
Darechy V. Marris, ACS®
Colirada. Narviand

PRESIDENT ELECT - 1087
Susanac Dearab Pk, ACSW
Lot Angries. Caidomi

FRST VICE PRESIDENT - 1987
Mable T Howki, Ph O | ACSE
Pasburgh. Peansyhvang

SECOND VICT PRESIDENT - iSes
Aleandro Garos, PR D . ACSH
Symcuse. New Yot

SECRETARY 1588
Ann Haman DSW. ACSW
Nomhempeon. Masschusers

TREASURER - 1987
Rchawd L tdwed PR D
ABany. Now Yo

STUDENT MFMBER I ASW
Luwren Love - 1987
Sracue . New Yok

STUDENT MEMBER/MST
B Geddis Cummung - 1585
Needham Mamcharers
MEMBERY. A T LARGE

Frdesd L Abearn, DS, ACSE - 1959
Wahngon Dhuret of Caumbie

Suma S Bade ACSW - i0ag
Boson Mmsxhusens

Heman Cunct. Ph 1V ACSY 1087
Neesyan, Olzhoms

Margarer Feier BIW - oy
Chppens Falle, Woconsin

REGKONAL MEMBERS

Gad 17 Champan, ACSW - 1083
Hasfied. Conpoctses

Joan ¥ Ohaon, ACSW - iua7
New York, New York

Audrey O Smeh. PR O ACSW - 1088
Albamy New Yark

Mensgaest | T PR D ACSY - 1028
bty New fevaes

Fances B Thamas 400 - 1980
Atinpon, Vg

Guendohn 3 Pratec DS ACSH 1w
Jxtson. Misnpp

Do A Taler ALY -
Cleveind Oheo

Lesn W Chesang PR DL ACSY o
et Murugan

Awncn P Less AL . g

Ahwn Adies ACSR - ot
Luverne. Minnesors

Amien Ruuntwe Jo MSW 989
Windes Tod Anzony

Marka M. Leme, ACSW 1789
Praitand Urepon

foephae b Yeddor DY, ACSYW a2t
Los Anzcio Calfuens

EXRCU T E DRECTOR
Mzt G Bpde ACSY

A3 WIATE EXEY
Frelin K 3us Pre:

€T

TWE DIRECTOR
A

Testimony Before the
Special Committee on Aging

of the United States Senate
on

The FY 1988 Budget and
Older Americans

Submitted by:

National Assocociation of
Social Workers

March 13, 1987



402

The National Association of Social Workers (NASK), on behalf of its 100,000
members, is pleased to have this opportunity to present its views on the FY 1988

budget as it relates te older Americans.

The social work profession has long been committed to improving the quality
of life for our nation's elderly. Social workers are found in hospital
settings, long-term care facilities, home health agencies, social service
agencies, senjor centers, and community-based organizations. They provide adult
protective and emergency services, mental health services, respite care, day
care, advocacy, case management, medical social services, informatiocn and
referral, family support services, recreation, socialization, and community
education. They are the link between the elderly and essential community
resources -- and they are often instrumental in alleviating problems and
facilitating positive functioning, thereby helping to prevent

institutionalization.

It is on the basis of the collective exparience of its members that NASW

offers the following observations on the FY 1988 budget and older Americans.

The Administration's budget, overall, seems to reflect the unfortunate
prevailing notion that elderly Americans are no longer needy. In 1977, NASW
adopted a formal policy on aging, which detailed the needs of the elderly and
delineated the goals of economic security; elimination of age discrimination in
employment and retirement; adequate health care; access to mental health
services; long-term cara; barrier-free transportation; affordable housing; so-

cial services; and sensitivity to the speclal needs of the rural and minority
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elderly populations. While the economic position of older Americans has indeed
improved, they remain a vulnerable population in need of precisely those serv-

ices outlined above. Our goals for the elderly have not yet been met.

The Administration's FY 1988 budget, like its budgets throughout the Reagan
years, disproportionately burdens domestic social programs in order to fund the
military buildup. Since the passage of Gramm-Rudman in 1985, the Administration
has committed itself to reducing the deficit, without reducing Pentagon spending
or raising taxes. Savings, then, can be achieved only through repeated cuts in
already decimated domestic social programs. As the availability of resources
continues to decrease, needy constituencies will increasingly be forced to com-
pete for what remains. There is no guarantee that the elderly will be the

victors.

There are many reductions contemplated by the Administration's budget which
would have a profound effect on the health and well-being of older Americans.
In fact, programs benefiting the elderly were singled out for some of the

largest cuts overall. These include the following:

Medicare: Using the Congressional Budget Office's baseline dats, the
President's proposal would reduce outlays for Medicare by $5.1 billion in 1988
and $52.7 billion by 1992. This accounts for a full one-sixth of all proposed
reductions in non-defense spending. Nearly 20 percent of the anticipated out-
of-pocket savings would come from increased costs to beneficiaries.
Specifically, the Part B premium for new beneficiaries would be increased by

more than one-third; the Medicare deductible would automatically increase each
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year; and initial eligibility for Medicare coverage would be delayed by one
month. In light of the fact that many elderly persons live just above the
poverty line -- and that nearly half of all elderly persons live below twice the

poverty line -- these increases in beneficiary costs could be devastating.

Medicaid: Cuts in Medicaid, early in the Reagan Administration, left an es-
timated 35 million Americans without health insurance coverage. As of 1984,
there were 3.3 million elderly Americans living below the poverty line. The Ad-
ministration has again proposed cuts in the Medicaid program, totaling $1.3 bil-
lion in 1988 and $21.6 billion over five years. Federal Medicaid payments to
states would be capped at $1 billion below current spending, with a limit on fu-
ture payments which reflects only the increase in the medical services component
of the Consumer Price Index. The President also proposes to further restrict
Medicaid coverage of people in public institutions. These changes would
severely curtail states’ ability to provide health care to the poor; par-
ticularly at-risk would be elderly poor persons in need of long-term nursing

home care.

Housing: The Administration has proposed severe reductions in housing
assistance, totaling $300 million in 1988 and $8.5 billion over five years. The
President requested only $5.3 billion to support low-income rental assistance
programs -- over $4 billion less than the FY 1987 level. Vouchers would be used
to provide most additional assistance, requiring the elderly, handicapped, and
pocr te find their own housing in the private market; we believe that eiisting
shortages of low-cost housing would render this plan untepable for those in

need. Lastl&, Section 202 housing for the elderly and disabled would be
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, severely limited, as would public housing subsidies. Since more than one-third
of America's elderly live alone or with non-relatives, these cuts in funding
would inavitably result in more elderly persons becoming homeless, living in
sub-standard housing, eor depleting limited resources for housing at the expensa

of other pressing needs.

Energy Assistance: The Low-Income Home Energy Assistance Program (LIHEAP),
which helps pay utility bills for the poor and prevent utility cutoffs, would be
reduced by more than one-third under the Reagan budget. This would be in addi-
tion to cuts already made in FY 1987, which left the program able to serve only
about one-third of eligible households. These reductions particularly affact
the low-income elderly who have little earning potential, and are often rendered

vulnerable by illness or impaired mobility.

Food Stamps: Under the Administration's budgat, the food stamp program would be
cut by $300 million in 1988 and $1.3 billion by 1992. These savings would be
achieved by increasing sanctions against states with high error rates and by
reducing food stamp benefits for persons who receive energy assistance, many of

whom are elderly.

NASW believes that, in addition to programs which exclusively benefit the
low-income elderly, social service programs which benefit all elderly persons
must be retained at adequate funding levels. REarlier reductions and freezes in
funding have resulted in severe service reductions in many such programs, lead-
ing inexorably toward decrcased self-sufficiency for the elderly and increased

institutionalization.
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The Title XX Social Services Block Grant: Title XX of the Social Security Act

was created in 1974 as an entitlement for states to make available the full
cooplement of social services for persens of all ages. As part of the Omnibus
Budget Reconciliation Act of 1981, Title XX was converted to a block grant and
its funding was cut by 20 percent. Since that time, funding has been restored
in small amounts, but is still lower tham it was before the program was block-
granted. Since 1984, Title XX has remained at its authorization ceiling of $2.7
billion; between reductions and inflation, this is more than a 50 percent

reduction, in real terms, from its level ten years ago.

The Administration's budget again proposes no increase for Title XX.
Meanwhile, states have been increasingly unable to provide those essential serv-
ices for which Title XX was intended. Ten to 20 percent of the funds are used
to aid older adults, through the provision of chore, homemaker, and in-home per-
sonal care services; adult day care; adult protective and emergency services;
case management; employment; transportation; housing and legal services;
counseling; recreation; and information and referral. Many of these services
are coordinated with Medicare and Medicaid; all are designed to prevent prema-

ture institutionalization.

Reductions in federal Title XX funds have forced many states to reduce or
eliminate various services to the elderly. The 20 percent reduction between
1981 and 1982 alone caused spending on in-home care, in a sample state, to plum-
pet from $1.4 million to only $100,000. Caseloads, in that same state, jumped

from 169 persons per month to only 26, over the same one-year period. Many
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states have resisted eliminating services and have tried to compensate for
diminishing federal dollars. In one such state, despite all efforts, in-home
visits to the elderly dropped by 24 percent between 1981 and 1983; adult protec-
tive services suffered a 26 percent reduction in staff; and the number of per-
sons receiving protective services was reduced by 29 percent. As an alternative
to service reductions, some states have begun to charge fees for services, jeop-
ardizing access for low-income elderly persons. There is no question that
reduced federal funds result in significant cuts at the state level. Under the
President's budget, the crisis in social services for older Americans will

continue.

The situation is further exacerbated by attempts, in the Reagan budget, to
cut other programs with the expactation that Title XX will pick up the slack.
In justifying the proposed elimination of the Legal Services Corporation, the
Office of Management and Budget {OMB) stated, ‘'adequate state funds are avail-
able to fund lagal aid through the social services block grant, currently funded
at $2.7 billion." Likewise, in justifying its phase-out of the Community Serv-
ices Block Grant, OMB stated, "Effective community action agencies can be funded
through the social services block grant . . ." With funding for Title XX al-
ready grossly inadequate, these program eliminations will add to the competition

for scarce resources, enabling Title XX to meet fever and fewer pressing needs.

Older Americans Act: The Older Americans Act provides congregate and home-

delivered meals, nutrition education, adult day care, transportation, community
and legal services, and employment services. It also provides grants for senior

centers, for training in the field of aging, and for demonstration projects.
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The President's budget proposes reducing the research component of the Older
Americans Act by 50 percent, and maintaining funding for other services under

the Act at FY 1987 levels.

Like Title XX, the Older Americans Act has suffered a decline in real dol-
lars because of its failure to keep pace with inflation. Current lavels of

service to the elderly cannot be maintained without an increase.

Generic Appropriation: The President's budget proposes a "generic
appropriation” of $2.2 billion to cover all twenty-six discretionary social
service programs administered by the Office of Buman Development Services in
HHS. These include numerous programs for the aging {supportive sarvices and
centers; congregate meals; home-delivered meals; research, training, and discre-
tionary projects; etc.), in addition to child welfare, developmental

disabilities, and Native American programs.

Although the Administration is quick to disavow any suggastion that the
"generic appropriation” is a block grant in disguise, there are some striking
similarities -- notably a sizable cut in funding as part of the consolidation
plan. In this case, the cut totals $34 million (or $54 million, if Head Start is
given its recommended $20 million increasa). This cut, like cthers discussed
earlier, cannot help but reduce service quality and/or availability.

Furthermore, the "genaric appropriation” would essentially shift discretion from
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Congress to the Department of Health and Human Services as to how funds are to
be allocated among the varicus programs. It is unclear what mechanisms the Ad-
ministration would put in place to ensure that funds are appropriately targeted

and that competing needs and interests are adequately met.

Although the elderly ars a haterogensous population with a wide range of
assets and capabilities, as a group they are disproportionately vulnerable to
income deficiency, chronic illness, functionail disabilities, housing
deficiencies, crime, isolation and depression. Services which prevent or al-
leviate these phenomena must be adequately funded, so that the human and finan-

cial costs associated with dependence and institutionalization can be avoided.

The Administration's FY 1988 budget, like earlier budgets of the Reagan
years, moves us further awvay from this goal. It proposes reductions in funding
which would have far-reaching effects on the heaith and well-being of older

Anmericans.

Thank you again for this opportunity to share our views.
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THE BLACK ELDERLY:

A Forgotten Statistic

ider Biacks are at or near the
botiom rung of the aging ladder
by virtuaily any standard one
would choose to use: income, health,
housing, and overall quality of life,
This fundamenta! fact paved the way in
1970 for the creation of the National
Caucus and Center on Black Aged.
Today, NCBA serves as the cniy
national organizatios that is devoted
exclusively to improving the quality of
fife for older Blacks. For the past 1§
years, NCBA has pursued a twofold
swategy to help aged and aging Blacks,
First, NCBA has either provided direct
services to oider Blacks or has encoaraged
others — such as churches, fraternal
organizations, and labor uaions — to
do their part in responding 1o the sexvice
needsof elderly Biacks. Second, NCBA
has aunempted to be a forceful and
effective advocate on behaif of older
Blacks before Congress and adminis-
rative agencies.
NCBA's major advocacy effort in
1986 was the sponsorship of & series of

forums throughout our nation o improve
public understanding about the true
state of affairs for older Blacks in
America. Unfortunately, the American
public has developed an ** ostrich men-
tality” when the plight of the Biack
clderly is mentioned. The problems
now facing oider Blacks, however, will
not miraculously vanish by a“head-in-
the-sand™ approach. Our nation must

By Samuel J. Simmons

goup.

This is a key reason that NCBA and
the House Committee on Aging under-
ok § cooperative project durnng the
past year to set the record straight
about the status of older Blacks in the
United States. NCBA held six issue
forums on major concerns and challenges
for aged Blacks: income, employment,
health, crime, services, and the budget.
In addition, the House C. ittee on

be honest and forthright in d pinga
well concetved and comprehensive action
plan o help more older Blacks live in
dignity and self respect.

The harsh reafity is that older Amert-
eans bave the highest poverty rate
among aduits, Ouly young people aad

hildren — those Individuals aged 21
andyounger — bxve 2 higher poverty
rate than persoas 65 or older,

Aged Blacks are the poorest of the
pocr among the elderly. No othar major
aged racial or ethnic group has a higher
poverty rate than older Blacks — not
aged Hispanics, not eiderly Indians,
ook older Asians, and not any other

Aging concucted three hearings in Detront,
Memrphis, and Washington, D.C, Eleven
members of the Congressional Black
Caucus (CBC) and several members
from the House Commitiee on Aging
actively participated in the nine forums
and hearings in eight major cities
throughout the U.S. More than 100
s&or citizens and other experts testified.
This project, which was & year in the
making, has produced the firs: compre-
hensive snapshot of aged Blacks, Equally
important, the forums and hearings
have heiped to raise public awareness
about the plight of elderly Blacks.
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Rep. George Crockert receives an
award from NCBA President Simmons.

MAJOR FINDINGS

Many people know in a genera! way
that the quality of life for older Blacks is
significantly lower than other groups in
our society. But, they are often swprised
- sometimes shocked - by the degree of
deprivation among aged Blacks.

income

The {orums and bearings reaffimned
that a retirement income crisis already
affects more than one million Blacks 65
years or older and threstens to engulf
others. Many senior citizens did not
become poor unti}l they became old.
Biit, this is simply not true for a large
proportion of aged Blacks. They have
known poverty all their lives — from
the moment of conception until death.
Advascing age simply intensifies their
probiems.

To a very large degree, older Blacks
are treading water in a swirling eco-

nomic rapids that threatens o drown
them. More than 700,000 live in abject
poverty, They are living on less than
85,136 a year (86,503 for an aged
couple). You do not need to be &
Harvard economist to know that it is
difficult to eke out an existence when
you must pay for housing, food, medical
care, transportation, ciothing, and other
necessities with just $99 a week (3125
for an elderly couple) or less, and quite
ofien substantially less for aged Blacks.

These figures, depressing as they
are, represent only one dimension of a
bleak economic picture for older Blacks.
The harsh reaiity is that aged Blacks
are three times as likely to be poor as
eiderly whites. In 1985, 31.5 percent
of all Blacks §5 or older lived i
povernty, compared to 11.0 percent for
aged Whites.

This is just the tip of the icebery.
Ancther 900,000 elderly Blacks are
economically vuinerable. Their incomes
do not exceed twice the poverty thres-
holds: about $10,300 for an older indi-
vidual and approximately $13,000 for
an aged couple. The net impact is that
seven out of ten older Blacks are either
poot or economically vulnerable,

The situation is even worse for elderly
Black women, especially those who
live alone or with noarelatives. About
seven out of eight {87.9 percent) are
either poor or economically vulnerable.

Health Care

The plight of the Biack aged is mani-
{ested in many ways. Economic depri-
vation is one ooteworthy illustration.
Another suiking exampie is the shorter
iife expectancy for Blacks than Whites.
Ia {act, life expectancy is 6.6 years
foager {for White males thao Black
malex 71.5 years versus 64.9 years.
White females can expect to live, oz
the average 5.3 years looger than
Black femalex 78.8 years pared
to 73.5 years

More than one-half {55 percent} of
alt Blacks 65 or older consider their
health to be poor or just fair, in contrast
1 one-third {33 percent) among aged
Whites, A ged Blacks have emphasized
that they have been victimized by our
two-tier heaith system. They often receive
“welfare medicine,” while the more
2fMiuent or those with decent company
health insurance plans receive quality
care.

This point was made powerfullyata
House Commitntee on Aging hearing
chaired by Congressman George W.
Crockett, Jr (D-MI} inDeuroit. Eiderly
wilnesses also spoke in moving terms
about the adverse effect of the diagnos-
tically related group { DRG]} system.
They generally agreed that the DRG
mechanism was causing patients to be
discharged ** quicker and sicker” from
hospitals.

Housing

Housing is the number one expendi-
e for the elderly. Many older Ameni-
cans spend st least one-third of their
income for housing A significant per-
centage spend substantially more, parts
cularly older Blacks.

Housing is perhaps the most visible
sign of deprivatios among aged Blacks,
whether they live in urban ghettos or
rural slums. Efderiy Biacks, for exam-
ple, are 3% times as likely as older
Whites to be without plumbing for
their exclusive use. About three sut
of seven (43.§ pereent) houses occo-
pitd by aged Blacks lack cestral
heating,

Today numerous older Blacks find
themselves in an impessible housing
sitvation. Their homes may be old and
dilapidated, but their meager incomes
make it impossible for them to move to
more suitable housing or to repair their
existing homes.

These probiems have been intensified
by sharp funding cutbacks for federally-

WINTER 1987
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“Elderly Black Americans rely most
beavily upon Social Security benefits
as the sole or pripcipal soures of
household income.”

assisted housing in recent years. Former
Housing and Urban Development Secre-
tary Robert Weaver estimates that one
out of every four Amernican households

Wid,
W

d fear, apathy, and power-
iessness exist among aged Blacks and
ather older Americans who live in high
crime areas. In far too many cases,
they attempt 10 retreat 1o the sanctuaries
of their own homes. But, they frequently
find that their own homes are not
secure from burglars, vandals or other
assailants. The Chicago hearing reaf-
firmed forcefully that the fear of crime
hat a chilling impact on the lives of
older Blacks. |

cannct obtain adeq: housing at a
price within therr reach He added,
** Low income senicr citizens are among
the groups most adversely affected,
especially Black low-income senior
citizens.”

Crime

The fear of vicitimiz ation is especially
acute among older Blacks. This point
was made emphstically by aged Black
victims who testified a1 a hearing con-
ducted by Congressman Charles A
Hayes{D-IL} in Chicago. One impor-
tant reasen is that criminals find older
Americans to be tempting prey b
they are generally slower moving and
iess abie to resist an artack than younger
persons.

© & v pickerkt

14 CBC Memb
*...] have for locks on my
front door, four locks on my
back door, gates to the fronmt,
gates 1o the back, gates to the -
windows, Now when I go i
my apartment | have all of this
to uniock. Then when I shut
the door, it sounds like I've
st myself in prisen.”

“6!4:1' Biacks . remain pocrer, less

Services
Aged Blacks and other elderty minori-
ties continue to be und ted in
‘B funds for bousing p

are committed but not actually speat
uotll late years, the true effects of
reduction {o feders! support for hous
ing assistanice as reflected in budget
agthority =ill oot be reafized for
several years. The concinsion to be
drawn from this Is that the housing
crisis will get worse for lower income
famliles, especially Black elderly.”

Older Americans Act andotherservice
programs. Yet, their need for a wide
range of supportive services is often 2
to 3% times as great as for older
Whites.

“Sources of income during retire
ment years for elderly Blacks are few
20d inadequate {or their fevel of need”

and nutrition services programs con-
dnues to drop. In fact, the minority
participation rate for the Tide IO-B
supportive services program has plum-
meted by one-fourth (24.7 perceant),
from2{.9 percentinfiscal year 1980 o
16.5 percent in {985, This rate repre-
sents an ail time low for this decade.

Older Blacks have been especially
hard bit Nearly 300,000 fewver Blacio
received Title [I-B supportive ser-
vices in 198 than in 1980. During
this decade, the aged Black partich
pation rate bas dropped by one-fourth
(23.0 percent), from 13.9 percest In
1980 to 10.7 perceat in 1985,

A similar pattern exists for eiderly
Blacks and other older minorities for
the Trle [I-C mtrition program, aithough
the decline has not been quite as severe
as for supportive services,

NCBA Report and Recommendations

NCBA will soon publish a wrap-up
report, i2ing the major findi
at the nine forums and hearings ¢oo-
ducted throughout our nation during
the past year. Ia addition, the repont
will include a blueprint: for a long

These points were emphatically made
21 the NCBA forum in Los Angeles,
which Representarives Augustus F.
Hawkins (D-CA), Julian C. Dixon
(D CA), and Mervyn M. Dymally (D-
CA)} conducted joindy. A 1982 Civil
Rights Commission report, as well as,
carlier equity studies funded by the
Administration oo Aging, have all

I policy 1o imps

“..oldes Black women constitute
19.3% of all aged women living in
poverty. This s & rate twice that of
white older women, snd 1.2§ times

employed, teas edncated, less healthy, hed an greater than the poverty rate for all
and less abie to provide for themselver™ However, par in Amerl women,”

the Older A Act ive
POINT OF VIEW 13
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living conditions for elderly Blacks.

NCBA is now developing recom-
mendations to impiement this action
plan. But, none will be more important
than a proposal developed by the Villers
Foundation to abolish poverty com-
pletely for the eiderly.

Currently, the maximum federal Sup-
plemental Security income(SSI) pay-
ment for an aged individual is $336 2
month($340 in 1987), which transiates
0 $4,032 (54080 in 1987} on an
annual basis. This is 77 percent of the
1986 projectad poverty guideline (85,240}
far an elderly single person. The maxi-
mum feders} SS1 payment for an older
couple is $504 a month ($6,048 2
year). This is $2 percent of the estimated

1986 official poverty line {86,600) for
an aged couple. The 1987 federal S5
maximum payment will be $510 2
month (36,120 a year).

States can also supplement the federal
SS1 payments. However, only 26 states
and the District of Columbia do so.
The median state suppiemeniai pay-
ment is 336 per month In only four
states — Alasks, California, Connecticut,
and Massachusetts — the combined
federal SSI payment and the state
supplement exceed the official poverty
line.

Based upon the fundamental premise
that
2. Poveny can oniy be abolished in the

current political world if the recom-

mendation is revenue neutral, and

b, It is not legislatively feasible in
wday's pofitical climate to fund this
proposal from the military budget,
even though this objective is sound,
waorthy, and -desirable,

The Villars Foundation proposes
that

1. The SSIincome standards beraised
10 a tevel that would eliminate pover-
ty for aged Blacks and other cider
Americans.

2. This measure be financed with gen-
eral revenues from the present taxa-
tion of Social Security benefits from
2bout 10 percent of alt Social Secu-
rity beneficiaries.

3. Those revenues be replaced with

RETIREMENT SECURITY -

Achieving the goal of I
income security is presently difficult
for many older Black Americans and
may continue W elude succeeding geoe-
rations. Retirement income security

{the financial sbility 10 adequately main-
deits through

public and k
and wotkm omnptnsnm These
sources o for 75% of

A PRIORITY FOR ELDERLY BLACKS

H.R. 2701, wniroduced by Chairman
BdRayth(D—CA) of the House Aging
i should be g by the

2l income for elderly Blacks in con-

trast o 50% for eiderly whites.
'nm same d:spnnry in retirement
flected in pension vesting,

t&in yorarself and your dep
payments from Social Security, ;x'b'late

agmevm;alewnsmmabmeﬁt

pensions, employment, or 2 ©
tion of these) is directly related to the
amount of money one has eamed before
retirement.

Thus, the lower income of Blacks in
retirement is a direct result of the lower
educationa! and vocational patterns of
Biacks prior to retirement The lower
earning, for example, of Black males
reflects the less diverse and lower earo-
ing capacity of Black males al every
np.mnm&mmmlevdfushck
tnales aged seventy of over was about
$3,260.00. Elderly Blacks are only

cme-third as likely as their white counter-
mwhvemﬁwm(w
&8 dividends, interest or rent}) and aaly
heif a4 likely to be the recipients of 2
pension, Therefore, many of the Black
elderly have little move to live on thaa
payments from Social Semrisy SS81,

under a p plan. For ,A.

Consr:u 10 better assure that benefits
prooused will uliimately be paid under
& pension plan. Finally, strict enforce-
ment of our present race and age dis-
crimination statutes will better assure
that elf minorities will achieve gainfid

a.rmngcxvlhmwmkersn icip
private pensics pians, 49% of whm:s
vested in some form of pensioa benefit,
as contrasted with only 41% of Blacks
and 35% of Hispanics. Ofthase workers
age 45 and older, 66% of whites were
vested, in contrast to 58% of Blacks
and 44% of Hispanics.

There are several legislative initis-
uvu:haxmyndfumsiukmireu
Recent changes in federal pensicn iaw
under the Taz Reduction Act of 1586
(TRAC) which will lower the required
period of vesting to five years will

greatly enhance the owoﬂumty for
Blacks and other minovities to ulti-
mately receive a pension beneftt in
retirement. Legislation which would
prevent the premature terminaton of
so-cailed “overfunded™ penioa plans,

ploy and the coll i benefits
of private retirement and health benefits
through such employment. .

1t is imperative that more attention
and thought be devoted to better ensur-
ing the retirement income security of a
gowing Black eiderly population
Through greater exposure and educa-
ticn, through employ and gh
participation in the political process,
Blacks and other mnincrities can and
should enhance their own health and
retirement security.

Roger J. Thomas

General Counsel

Setect Committee on Aging
U.S. House of Representatives

WINTER 1987
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additional payroll taxes from raising
the Social Security maximurm wage
base for only about 7 percent of the
most afftuent workers covered under
Social Security.

. Payroll tax relief be provided for
lower and moderate wage eamners
by exempling a portion of their
carnings from the Social Security
payroil tax. This would be especially
beneficial for younger Black workers,

S

Conclusion

In conclusion, NCBA has made a
long range commitment to work for the
abolition of poverty for aged Blacks

and other older Americans. NCBA
chapters throughout the nation will
devole their full resources and attention
to impiememnt this goal

NCBA's Board of Directors is also
calling upon all Black institutions and
organizations to endorse NCBA’s action
plan to eliminate poverty for the eiderly.

This proposal can be a " win-win"™
situation for older Blacks, as well as
younger Black workers, It is 4 legisla-
tively attainable goal f NCBA, other
national aging arganizations, and national
Black institutions join forces. We sin-
cerely believe that aJl Blacks — whether
they are young or old — will be victorious
if NCBA, national aging organizations

and other Black organizations work
togerher to impiement this proposal to
abolish poverty.

CBC members who participsted in
the NCBA forums inciude Represen-
tatives Jobn Coayers, Jr {D-MD),
George W. Crockett, Jr. {D-MI), Julian

" € Dixon (D:CA}, Mervya M. Dymally

{D-CA), Herold E. Ford (D-TN),
Willam H. Gray (D-PA), Augustus
F, Hawiiny {D-CA), Charies A, Hayes
{D-1L), Major R. Oweas (D-NY),
Charies B. Rangel (D-NY), and
Edolphus Towns (D-NY]).

® NCBA, createdin 1970, is 2 membership-based organiza-
tion with 35 local chapters and 10 field offices located
throughout the nation. The organization serves as 2 national

Caucus members Conyers, Hayes, and Crocker-: with President Simmons as Chicago NCBA hearing

and p ploy '
services for the Biack eiderly.

g, and hausing

® Samuel J. Simmons bas served as president and CEO
since 1982, He has previously served as an Assistant
Secretary of HUD and is 2 member of the Board of Directors
of the Federal Nationa) Mortgage Association.

Nationai Caucus and Center on Black Aged, 1424 K Sueet, NW, Washingion, D.C. (202} 387-4022

POINT OF VIEW



416

ITEM 13

‘; NATIONAL COMMITTEE TO PRESERVE
4 SOCIAL SECURITY AND MEDICARE

3
21 1300 19th Street, N.W,, Suite 501, Washington, D.C. 20036 (202) 822-9459

STATEMENT OF
JAMES ROOSEVELT
CHAIRMAN OF
THE NATIONAL COMMITTEE TO PRESERVE
SOCIAL SECURITY AND MEDICARE

PRESENTED TO

THE SENATE SPECIAL COMMITTEE ON AGING
HEARING ON

THE ADMINISTRATION BUDGET

MARCH 13, 1987



417

I am James Roosevelt, Chairman of the National Comﬁiitee to
Presérve Social Security and Medicare. In that capacity, I
represent more tﬁan four million members. The vaét majority of
cur members are Social Security recipients. For the most part
these seniors alsoc depend on Medicare as their primary heélth
insurance protection. There is a serious concern among our
members and older Americahs generally about the erosion 65
programs which were intended to provide security in later years.

Frankly, the Administration’'s Sudget pzbéosal for fiscal
year 1988 disappoints me. The President's proposal to reduce
Medicare and Medicaid spending by $60 billion over the next five
years is unconscionable. Rather than strenéthening health care
coverage, a reduction of this magnitude will further eat away at
our health care ﬁrograms and foster the growing feeling of
insecurity. ' B .

We are pleased that the President finally decided to'adopt
the catastrophic health plan develdéed by his Secretary of Hea{th
and Humén Services, Dr. Bowen. ﬁithout question, it is an
important beginning, but the President's budget sends a
conflicting message. On the oneAhand, the President acknowlédges
seniors' need for brotection against acute catastrophic illness,
and on the other hand, he squeezes back on funding for Medicaid
and the Older Americans Act which serve the long-term care needs
of seniors.

In response to the Administration budget proposal, I want to

focus on three issues of concern to our membership. They are: 1)
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increased Medicare cut-of-pocket expenditures, 2) the impact of
staff reductions on service to Social Security beneficiaries, and
3) the need for more money for the Older Americans Act.

MEDICARE QUT-OF-POCKET COSTS

Part B Premium and Deductible. The Administration proposes

to index the Part B deductible because “"the deductible will serve
as an effective deterrent to unnecessary utilization." The
Administration is shortsighted by failing to see that higher
deductibles alse discourage necessary care.

I do not believe that we need to further deter utilization
of medical services. On the contrary, our health care system
should facilitate older Americans in seeking necessary help
earlier rather than later in a spell of illness. If early
treatment is not sought, the condition can quickly deteriorate
and eventually take a much higher physical and financial toll.

Furthermore, the Administration is proposing to increase the
monthly premium for new beneficiaries from 25 to 35 percent of
prégram cost, a 40 percent increase. The Administration's real
goal is to increase Medicare premiums for all beneficiaries by
the same 40 percent. This is the first year since 1983 it has
not proposed the same premium increase for all beneficiaries.
Increasing premiums for new beneficiaries only would diseriminate
against them and weaken senior citizen opposition to the premium
increase. The National Committee opposes increased premiums for
any and all beneficaries and, in fact, advocates reductions in
future premiums.

It is estimated that senior citizens out-of-pocket medical
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expenses will increase as a percent of income from 16 to 18.5
percent by 1991. Increases in Part B premiums will be a major
factor in out-of-poccket health care costs outstripping seniors®
incomes. 1In fiscal year 1987, Part B premiums rose 15 percent
over the previous year even.though the overall cost-of-living
in¢reased only 1.3 percent. The government projects another 25
percent -increase in the Part B premium in fiscal year 1988 from
$17.90 to $22.30 a menth, For a great many beneficiaries, $4.40
more a month will be a significant hardship.

The increases are part of the unchecked inflation in
physician services and a shift of health care from Part A
hospital care to Part B outpatient care as a result of the
hospital cost containment program. Beneficiaries should not be
responsible for inflation over which they have no control and ’
Congress never intended for beneficiaries to suffer financially
from the hospital cost containment program. Congress should
solve the problem by returning to the formula it.used in the late
seventies which limited the increase in the Part B premium to ne
more than the COLA percentage.

Part A Deductible. Increases in the Medicare. Part A

hospital deductible must alsc be curbed once and for all. PFirst,
allow me to commend you, Mr, Chairman, and the other Members of
Congress for yoir sudcessful efforts to keep the increase of
Medicare Part A hospital deductible at'éhe $520 level for 1%87:
If it had not been for your efforts, the deductible would have
risen to $572. Congress also set a new formula for calculétinq

the deductible. However, while tﬁe new formula for increases is
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inherently more reasonable than the old method, the $520 base is
unreasonable. Since 1981, the Part A deduyctible has risen 155
percent from $204 to $520. I think you will agree, that for the
average worker living on a Social Security income of less than
$500 per month, a $520 hospital deductible can be catastrophic.
Needless to say, this problem is multiplied when a person is
unfortunate enough to experience two or more hospitalizations in
one year., Even if a Bowen-type catastrophic health plan were to
pass Congress this year, it would not change the fact that a $520
deductible is too steep for many older Americans.

The National Committee :écognizes that it is difficult to
lower the deductible after it has been established at $520. 1In
lieu of a reduction, we call for an immediate freeze of the
Medicare Part A deductible. This would gradually reduce the
payment to a more reasonable level in relationship to hospital
costs.

Mandatory Assignment and Physician Fee Reform. The

Administration's budget proposes to hold down doctors' fees in
several ways, but fails at the same time to protect beneficiaries
from doctors charging more than the Medicare-approved amount.
Thegse non-assigned fees average 25 percent more than the
Medicare-approved amount. Since beneficiaries already pay 20
percent of the Medicare-approved amount, beneficiaries whose
doctors do not accept assignment, on average, pay more than
double of what other beneficiaries pay.

The National Committee agrees that physician fee reform is

necessary, but it should go hand in-hand with mandatory
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assignment. A i984 1egislétive compromise encouraged doctors to
accept assignment 100 percent of the time. Unfortunately, only
28.8 percent participated in this new progtam and part;cxpatxon
dropped two percentage points last year to 27 9 percent.

"One of the Administration‘s proposals is to pay hospxtax-
based physicians through an expanded DRG payment to the
hospital. This does eliminate‘the problem ¢f non-assigned fees,
but the National Committee opposes any plean to expand this
payment mechanism to the attending physician or surgeon. Doc;ors
are one of the safeguards against hospxtals dismissing patients
quicker and sxcker. Paying doctors through the DRG would give
doctors financial incentives to go along thh early discharges
and conflict with Congressiocnal 1ntent to outlaw physician
incentive plans in hospitals.

In'évaluating physician fee reform, the most important goal
is not redhcing Medicare cosis but implementing a fair payment '
system. Many doctors have taken financial advantage of Med}care,
while others have suffered. The current péyment system distorts
the market for doctors' services because it encourages doctors to
raise their fees, to choose specxalty pract1ces rather than
primary care practices and to practice in hxgher xncoge urban
areas tather than rural or low—income areas. Physician fee
reform means that Medlcare will pay more for some services, whzle
payxng less for many other services. & fair payment system is -
needed to make mandatory assignment work without Jeopa:dxzxng

beneficiary access to care.
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SOCIAL SECURITY STAFP CUTS - IMPACT ON SERVICE

Since its inception more than fifty years ago, the Social
Security Administration {SSA) has always commanded respect for
the way it has served the public. This reputation for service
has depended on qualified, dedicated employeesr Consequently, we
are concerned about the impact on service to the public of
reducing staff by 3,925 next year in addition to the 2,224 being
reduced this year. This reduction is part of a five year plan
announced in 1985 to eliminate 17,000 jobs over five years, a
staff cut of 21 percent.

SSA professes to be able to reduce the number of employees
and maintain an appropriate level of service on the basis of
implementation of its systems modernization plan and increased
employee productivity. Not only is SSA behind schedule in
implementing the systems modernization plan, according to the
General Accounting CEfice {GAQ), but the undue emphasis on
productivity means that employees frequently do not have the time
to keep themselves up-to-date on changes in laws and regulations
nor do they have sufficient time to insure that beneficiaries
fully understand their benefit rights and obligations. 1In
addition, Congress has recently added to SSA‘'s workload by
requiring all children over the age of five to apply for Social
Security numbers. SSA alsc has a major new responsibility to
verify Socia) Security numbers to aid employers in complying with
the lmmigration Amendments of 1986.

SSA is relying on partially tested computer software to come

on line in time to rescue it from any misjudgement in staffing |
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needs. Even then automation cannot replace personal contact nor.
substitute for a competent and experienced claims

representative. SSA's emphasis on productivity; however,
distorts the employee's priorities. When management measures
employees by minutes on the phone and time spent interviewing
applicants, claims representatives begin to cut corners to
providing full and adeguate explanations of benefits to
beneficiaries.

Many of our correspondents indicate a total lack of
understanding of how benefits are computed, when they are
payable, the effect of early or delayed retirement on benefit
entitlement, and how benefits are affected by post-retirement -
earnings. They are angry and resentful that rules applied .
retroactively are not what they were given to.understand when
benefits were started. They complain that they cannot get
through on telephone lines or that responses to their questions
are unclear.. Social Security beneficiaries may be receiving
correct answers to the specific.questions they ask,.but Social
Security personnel may not be taking sufficient time to be sure
the right questions have been asked or answered.

It takes time to adequately explain complicated eligibility
issues to beneficiaries as well as to advise beneficiaries of
their potential eligibility for SSI if appropriate. The Social
Security Commissioner recently stated that SSA can do "more with
lesg.* Mr. Chairman, I don't believe that fewer employees can
maintain the current level of public. service, much less provide

more.
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OLDER AMERICANS ACT - NEED FOR MORE LONG-TERM CARE SERVICES

The Older Americans Act has served an important function in
the lives of older Americans for the past 22 years. Through a
network of state and area agencies on aging, nutrition programs
and supportive services have been made available to older
citizens across the nation. Not only does the Act provide needed
services in the community and the home, it also serves to provide
socialization for lonely individuals. A senior living alone may
come to the local multipurpose senior center, provided for under
the Act, to partake in the lunch program and at the same time get
involved in a lecture or class. More and more seniors have come
to depend on the services channelled through the Act. As the
population ages, there is a need for more funding under this Act
and we .recommend increasing funding to the level of
authorization, an 18 percent increase. Increased authorization,
however, is needed for home delivered meals, the much smaller
portion of the nutrition program, because spending is almost
equal to authorization. HMany seniors who depend on the
congregate lunch program have now become frail and may no longer
be able to leave their homes.

Adult day care. Adult day care is another example of a
service necessary to meet the growing need of aging members of
our society. Seniors may, for years, have attended nutrition and
other activities at the senior center. No longer able to
participate in the regular programs because of mental or
physicial frailty, this person may attend the adult day care

center within the facility. In this way the senior can still
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visit with friends at the center while participating in a program
with a higher level of care. Only about 25 percent of the area
agencies across the country subcontract for this service. Many
frail seniors could benefit from an adult day care program.

This natiocn is estimated to have 2.5 million victims of
Alzheimer's disease, many of whom are in the early stages of the
disease and, therefore, still being cared for in the community.
The family members of Alzheimer victims and other mentally and
physicially frail older pecple desperately need respite
services. Adult day care can provide a place to bring the
dependent family member from a few hours a week to enocugh hours
to enable the caregiver to work in a job outside the home.

Day care serves an important function for the frail elderly
and their family caregivers. Their development and growth should
be encouraged under the Older Americans Act as well as under
Medicare and under special programs for Alzheimer victims. The
National Committee urges Congress tc give serious consideration
to Congressman Panetta's H.R. 550 which would cover adult day
care services under Medicare for up to 100 days. Senator
Metzenbaum's S.81, which would provide new authorization for
states to set up services to aid Alzheimer victims and their
families, is also very interesting.

Home care. Whenever possible, home care has always been the
preferred care for older people. But not until the
implementation of the DRG system did it become absoclutely
essential that home and community care services be made more

available. The demand for home health care has increased 37%
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since the implementation of the Prospective Payment System. Yet
Medicare is denying coverage for many of these services, unless
the individual falls into just the right category of being sick
enough to qualify for skilled nursing care and not sick enough to
require constant care. The denial of Medicare reimbursement for
. home care places a much greater strain on other home care
services such as those provided under the Medicaid program and
the Older Americans Act.

. While home care under the Older Americans Act is not skilled
health care, in-home services clearly represent an expenditure
priority for the Title -III program. It is estimated that about
one-quarter of all funds expended by area agencies go toward in—
home services. While a substantial portion of these funds are
spent on the home-delivered meals, almost an equal proportion are
spent on in-home services such as housekeeping, personal care,
and chore services.

The ability of the Older Americans Act to have a significant
impact on the long-term care system is limited due to its
relatively small level of funding as compared to other
programs. However, many state .and area agencies have made
stridés to -improve long-term care services through hard work and
creative coordination of many funding sources and existing
programs. Some area agencies have developed care management and
assessment systems and provide services otherwise unavailable to
the frail population. In some states, the state and area
agencies have been given responsibility for the administration of

the Medicaid home and community-based waiver program. ' So -



427

although the amount of funding which Title III devotes to home
care gervices is a small fraction of what is spent for home
health mervices under Medicare and Medicaid, the program is
flexible and functions to £i11 gaps in services for persons
otherwise unserved. Because services ynder Title III are based
on need rather than income or other strict criteria, the Older
Americans Act services may be provided without the restrictions
required under Medicare and Medicaid. It is this type of
flexibility which is so desperately needed in our iong-term care
system. v

The National Committee would urge Congress to commit
additional funding for the Older Ameticans Act for home and
community based care. We support Congressman Schumer's budget
initiative calling for a $100 million increase in the Older
Americans Act funding. It also calls for.a clarification of home
health care coverage under Medicare and more adequate post-
hospital care including nursing home reform.

The President’'s budget proposal calls for the creation of a
nevw block grant which would include Title III programg under the
Older Americans Act. The National Committee has grave
reservations about such a Propeosal for geveral reasons. Pirst,
the historic reality of the block granting of programs has had a
bad precedence. Every time the Administration has created a
block grant, it has seen fit to reduce funding significantly.
Second, it changes the entire structure and priority of the Act
which provides sSeparate funding for the various titles. In

addition to not being assured that the funding would be spent the
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way the Act coriginally intended, the federal government could
alsoc lose important informaticn about trends in the aging
population. This happened with the Sccial Services Block
Grant. States were no longer required to report to the federal
government how funds were spent.
COnclus;on

We must move toward better health care protection and
services for our older Americans. Our acute and long-term system
of care is full of gaps. Rather than cutting and squeezing
services further, it ig time that we look for creative, sensible
and compassionate ways to close those gaps. It is time that we
take action to find adequate protection for our grandparents, our
parents, ourselves. We look forward to working with Congress

toward assuring this protection.
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The National Governors' Association strongly opposes federal Medicaid
funding cuts such as the Administration's Medicaid ‘cap" proposal. Such
federal funding reductions would severely compromise states' ability to meet
the basic needs of our most vulnerable citizens. Federal cuts in Medicaid, by
definition, are cuts in our nation's principal funding source of medical care
for the poor, and long-term care for the frail elderly, and disabled. Federal
responsibility for Medicaid and other basic means-tested programs is essential
because individuals with the greatest needs tend to be concentrated in states
least able to meet those needs.

We would emphasize that states are mot in a fiscal position to offset
federal Medicaid funding cuts. Due to weakened economies and resulting state
revemie declines, many states have already been forced to cut spending below
levels originally budgeted for this‘year. in fact, the 22 states indicated on
the attached map have cut their budgets at least once this fiscal year. While
the budget picture in the states '15 not quite as bad as it was during the
depths of the recession in fiscal 1983, it has clearly deteriorated over the
past two years. It is also clear that the situation will not be appreciably
altered by changes in state revemies caused by federal tax reform. Even if
states retained the full "windfall" credted by federal income tax refomms, the
average state windfall would make up only 1.5 per cent of state general
revenues. This is, in part, because income taxes constitute only 17.4 percent
of total state general revenues for the average state in fiscal 1985.
However, under current gubernatorial proposals, the states will retumn 80
percent of this potential windfall to taxpayers, often in the context of -

reforms that will make state tax structures more progressive. Thus, goveinors
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intend to return to taxpayers $4.5 billion of the potential $5.6 billion
windfall. These findings are drawn from a study completed last month by the
National Association of State Budget Officers and the NGA; we are submitting a
copy of that study for the Committee's informarion.

The remaining $1.1 billion of the windfall is heavily concentrated in
states that cannot afford to return the full amount to taxpayers because of
severe fiscal stress and poor economic conditions in the oil, mining, and
farming sectors. Based on states' projections of Medicaid spending in fiscal
1988 under current law authority, the Administration's proposed cap on
Medicaid benefits would cut $2.5 billion. Thus, cuts under the Medicaid cap
would greatly exceed the $1.1 billion that hard-hit states are not able to
return. Reductions would accelerate in future years because the cap would be
indexed only for medical care price changes, and would not reflect factors
that can substantially influence the need for Medicaid service. For example,
the cap would neither be adjusted for growth in a state's frail elderly
population, nor for increases in poor populations caused by downturns in an
industry viral to a state's overall econcmy.

Federal funding cutbacks in Medicaid would be particularly unfortunate in
light of reductions already made in Medicaid coverage of the poor. This
erosion in coverage is most evident for women and children whose Medicaid
eligibility has been based on AFDC program standards. For these populations,
the income eligibility threshold for a family of three in the average state
has declined as a percent of poverty from 7i.4 percent in 1975 to 48.9 percent
in 1987. The new flexibility Congress has given to states to offset this
trend--by increasing Medicaid eligibility - thresholds for pregnant women,
infants, the elderly, and disabled--would be effectively repealed by the

Medicaid budget cap. States simply would not be able to broaden eligibility
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within the proposed cap levels. States with relatively low eligibility
standards would be unfairly precluded from improving their coverage of the -
poor.

Nationally, the need for Medicaid coverage ‘of the poor has never been
greater. As Medicare, Medicaid, and private payers prospectively limit their
payments to providers, and as purchasers increasingly seek to contract with
networks of efficient and low-cost providers, much of ' the informal
private-sector subsidy for care -of the poor is disappearing. Health care
providers are less willing and less able to shift costs of charity care
through higher charges to other payers, and are often curtailing the provision
of services to the uninsured poor. Because of these changes in the health
care marketplace, Medicaid coverage has become even more critical  in providing
access to needed -health care for the poor.

The members of this Committee are painfully aware that Medicaid is also
virtually the only source of third-party coverage for long-term care. The
fastest-growing segment of our population is that of age 85 and above, and
individuals in this group are particularly at risk of needing long-term care
services. The growth in need for these services is particularly great in
those states that are experiencing substantial in-migration of the elderly.
The proposed cap on federal Medicaid funding would greatly impair the ability
of such states to meet growing long-term care needs. While the developing
private insurance market has. begun to offer mechanisms for persons with
significant resources to purchase private coverage for long-term care, large
mmbers of even the 'young" elderly cannot afford this protection. Because
Medicaid requires that individuals be impoverished before coverage begins, and
because long-term care costs constitute the single largest cause of

catastrophic costs in this country, it is important that alternative financing
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gechanisms such as private insurance be developed. It is also critical,
however, that the federal government not cut back on its Medicaid financing
role for these services.

It is important to understand that the states already have a tremendous
incentive to maximize cost-effectiveness and avoid unnecessary costs in their
Medicaid programs. States, along with the federal government, share in any
increases in Medicaid costs and, in fact, Medicaid often represents the
largest state-adminigrered program in staze budgets. We have aggressively
used the increased Medicaid policy latitude which Governors asked for and
received from the Congress in previous years to contain costs. While the
proposed Medicaid budget cut would reduce the provision of needed care for the
poor, it is not needed to encourage efficiency on the part of state Medicaid
program,

In sumsary, the Governors continue to strongly oppose reductions in the
federal share of financing bealth care for the poor, These cuts will simply
reduce the resources available to states for meeting growing health care needs

of our most vulnerable citizens.
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ITEM 15

Statement of Curtis D. Cook,
Executive Director
National Indian Council on Aging

ADMINISTRATION BUDGET PROPOSALS:
IMPACT ON INDIAN ELDERS

¥r. <Chairman, and honorable members of the Senate Special Com-
mittee on Aging, thank you for inviting me to submit written tes-
timony regarding the impact of the President's proposed budget on
Indian elderly persons in America. I am Curtis D. Cook, Execu-~
tive Director for the National Indian Council on Aging, an or-
ganizatien formed in 1976 for the purpose of advocating for the
nearly 200,000 Indian and Alaskan Native elders in our country,

I am submitting the attached statement in rather abbreviated form
for your ready reference, and will be pleased to provide any
necessary documentation upon request.

Hy comments and responses to the administration's proposed budget
for Fiscal Year 1988 should be viewed in the light of the con-
tinuing and almost incredible circumstances of the Indian
elderly. These, who have contributed so much to their own cul-
tures and their country in terms of values and traditions, exist
within a milieu of daily deprivation, poor health, social
isclation, inadequate housing, and a growing sense of futility
which resigns them to the notion that things will never get any
better. For anyone in our government, no matter what the motive,
to propose a budget strategy which will further deprive the needy
and vulnerable is simply to be oblivious to the fact that these
are real people living in daily want and deteriorating health,
and represents a kind of insensitive legislative genocide, which
must not be tolerated.

Estimates of the percentages of Indian elders who exist today
below the national poverty level range from 338 tc as high as
61%. The conventional wisdom would tell us that the higher es-
timate is closer to being accurate.

Nearly one-third of the Indian elders live in dilapidated housing
which is not only in need of repair, but also presents numerocus
hazards to their health and safety.

Indian eldexrs typically suffer from hypertensive illiness,
diabetes, arthritis or kidney disease, and yet programs essential
to their health and well-being are continually being targeted by
the administration for elimination from the Indian Health Service
budget. The net result of such philosophies as those which
prompted Gramm-Rudman reductions is a dismal future for the grim
Redman.
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Those who are in a position to make decisions affecting the In-
dian elders and elders of other minority groups who are similarly
deprived, need to take decisive action now to prevent further
diminishing of much-needed services for those who are most needy.

You, respected members of the Senate Aging Committee, can bhecome
the agents of change for a better and more humane future for In-
dian and other minority elders by rcversing the direction of ad-
ministration proposals, and promoting significant increases in
programs and services designed to meet their needs. e look to
you, both for protection and solutions. The future of our
nation's minority elders rests in your hands.

Thank you for your consideration of our testimony. God bless you
all, and may He give you wisdom.

Respectfully submitted,

" Qs Dol

Curtis D. Cook
Executive Director
National Indian Council on Aging
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Statement of Curtis D. Cook,
Executive Director
National Indian Council on Aging

ADMINISTRATION BUDGET PROPOSALS:
IMPACT ON INDIAN ELDERS

PRCGPOSED CUT IMPACT ON INDIAN ELDERS

Medicare Less than 50% of the Indian elderly now re-
{$4.6 billion cut) | ceive Medicare benefits. The proposed reduc-
tions in Mecdicare expenditures will mean less
reimbursement dollars available for health
care delivery by the Indian Health Service;
both the quality and availability of services
for Indian elders would be adversely

impacted.
Medicaid Only 20% of Indian elders needing institu-
{($19.5 billion cut | tionalization are in Skilled Nursing Facil-
over 5 years) ities, normally paid for in part by State ad-

ministered Medicaid dollars. Fewer resources
w/ make nursing home care even more Qifficult

toc obtain. There are only 9 reservation-
based nursing homes out of 504 tribes in the
nation. Medicaid reaches only 46% of the

elderly poor and only 17%8 of the Indian
elderly poor.

Social Security Fewer staff at Social Security offices will
{cut back 4,000 result in more difficulty in gaining enroll-
staff) ment, therefore less availability of assis-

tance for Indian elders whose access is al-
ready extremely limited. According to NICOA
studies, only 37% of Indian elders rececive
Social Security benefits.

Eliminate Indian elders, who already are 1living in
Congregate Housing | substandard housing, need suitable alterna-
Services Program tive housing arrangements to facilitate a
better living standard and closer monitoring
of their health and safety status. Various

needed services can be delivered more
economically and efficiently in a congregate
setting.

Community Services | Community services, including emergency food
Block Grants and fuel assistance, are a life-line for many
Indian elders {equivalent to the number who
are below the poverty level)} whose housing is
unsafe and inadequate, and many of whom live
in extremely harsh reservation climates.

73-936 0 - 87 - 15
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PROPOSED CUT

IMPACT ON INDIAN ELDERS

Section 202
Housing

Weatherization

Low-Income Home
Energy Assistance
Program

Food Stamps and
Nutrition

Clder Americans
Act Aging
Research

50% reduction

NICOA studies conducted as recently as 1986
have demonstrated that Indian elders typi-
cally live in hazardous and substandard
housing. Elimination of any program which
has, in the past, provided for some of their
housing needs, will condemn Indian clders to
a continuation of poor and unacceptable
living conditions.

NICOA surveys in 1979 and 1986 revealed that
nearly 1/3 of the homes occupied by Indian
elders were constructed prior to 1933. The
obvious conclusion is that many, if not all,
of these homes will need weatherization to
reduce excessive energy bills and to protect
the elders from the elements -- temperatures
typically drop below zero in the winter
months in the geographic areas where most In-
dian clders live.

The 1/3 cut proposed in the President's
budget will obvicusly mean that 1/3 fewer
services (energy assistance) will be avail-
able to elders who are likely tc need them
most. They cannot chop wood; they cannot
repair stoves; and they cannot generate added
income needed to avoid utility cut-offs.

Reduction of benefits for persons who receive
energy assistance is an approach which
singles out the people who need the Food
Stamps most; i.e., those whe cannot pay their
utility bills are likely to be those who are
already in poverty. What kind of logic is
there in this choice? '"You can either choose
to stay warm, or to eat, but you can't have
both."

This is the source (Title IV) which not only
provides funding for research and demonstra-
tion programs, it is also the Title which
supports the four national minority aging
programs. If these advocates lose their
funding, who will speak to America's con-
science regayding its minority elderly who
are clearly in the greatest economic and so-
cial need?
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PROPOSED CUT

IMPACT ON INDIAN ELDERS

OAA Aging Research
{cont'd)}

Clder Americans
Aet Nutrition &
Social Services

OAA  '"generic
appreopriation”

OAA $34 million
reduction

At present there is a great paucity of re-
search being conducted on Indian aging to
complement the already limited data
available. Without additional researxch to
identify the factors which have mitigated
against their health, 1life-expectancy and
socioc-cconomic status, the problems will con-
tinue and even be exacerbated as Indian
elderly population grows, almost doubling in
the 1980 - 1990 time period,

Forget the so-called ‘'safety net,” the OAA
programs, which provide nutrition and suppor-
tive services to poor and minority elders who
are in the ‘'greatest economic and social

need," are a veritable life-line to those
Indian elders who are fortunate enocugh to
receive these services. But 7/8 of the

reservation clderly population are not served
at all by OAA programs which are to be tar-
geted toward them (among others in need).
Title IYI, which is the only federal program
providing these services to Indian elders off
the reservation, has an Indian elderly par-
ticipation rate of less than 1% of the total
participants. The services, already in-
adeguate to meet the needs of Indian elders,
would become less available to some of these
vho need them most if there were to be any
further reduction in available resources.

The  administration's proposed "generic
appropriation” is nothing more than a block
grant which would eliminate the specificity
of the programs now provided under the
various titles of the Act.

The loss of such specific requirements of the
law to provide designated services at
specific funding levels, will further dis-
criminate against Indian elders who are sup-
posed to be a targeted group under the Act,
but arxe even now unserved or underserved.

If any portion of the proposed $34 million
reduction comes from programs serving Indian
elders (Titles IYI, IV, V and VI), it will
further reduce the availability of services
and the number of elders being served. They
are already underserved or unserved. vie're
going in the wrong direction.
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PROPOSED CUT

IMPACT ON INDIAN ELDERS

OAA Eligibility

Indian Health
Service Budget
Reductions

The administration's propesal to change the
eligibility age for Older Americans Act serv-
ices from 60 years tc 70 years will directly
diseriminate against the elders of all of the
four major minority groups in the country,
for minority life expecctancy is less than 70
years. Minority elders {especially Indian
elders} are already undexserved by OAA
programs, even under the present requirements
of the law that services be targeted toward
low income and minority groups. Any further
obstacle to their receiving services must be
strenuously opposed.

Indian elderly people already suffer from the
pocrest health status of any ethnic subgroup
in our nation. Certain programs, upon which
they are dependent for much-needed health
care {eg., urban Indian health clinics, and
Community Health Representative programs},
have ' been consistently designated by the
present administration for elimination from
the TIHS budget. The majority of Indian
elders do not have the resources to seek
medical care from sources other than the IHS
hospitals and clinics. Further reductions in
services can only result in a vorsening of
their health conditions. Rather than a
reduction in funds and scrvices, extraordi-
nary measures are needed to bring about sig-
nificant improvements in their health status.
Planned, comprehensive, community-based
health delivery systems are needed to provide
the continuum of care which will assure that
the necessary improvements become a reality.
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ITEM 16

NATIONAL SENIOR CITIZENS LAW CENTER
Suits 400
2025 M Streer, N.W.
washington, D.C. 20036
Telephone (202) 887-5280

NEAL 8. OUDONITZ
DEPUTY CXRECTOR

STATEMENT OF NATIONAL SENIOR CITIZENS LAW CENTER
BURTOR D. FRETZ, EXECUTIVE DIRECTOR
EILEEN P. SWEENEY, STAFPF ATTORNEY

Before the
SPECIAL COMMITTEE ON AGING
of the
UNITED STATES SENATE

March 13, 1987

Mr. Chairman and Members of the Committee:

The National Senior Citizens Law Center is
pleased to accept the invitation of the Committee
to comment on the Administration's proposed budget
for FY 1988 and its impact on the elderly poor.
The Law Center is a national support center which
specializes in providing legal advocacy and
specialized support on problems affecting older
americans of limited income. The Law Center
assists legal services, private attorneys
rendering pro bono services, and other
representatives of older clients under the Qlder
Americans Act. Our staff responds in over 3,000
cases yearly from across the country in areas such
as income security, health care, employment rights
and other matters of basic subsistence for older
Americans. In this context, we are happy to
comment on the proposed budget for FY 1988.

Los Angeles Office: 7th Floor, 1052 Wast 6th Street, Los Angelas, Calilornia 90017 - {213} 482-3550

-
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Recent census data indicates that about 5.8 million
persons above the age of §5 are classified as poor or “"near-
poor® who have income at less than 125% of the federal
poverty level. The average income in 1985 was $10,900 for
older men and $6,313 for older women., Moreover, the Geheral
Accounting Office reports that only half of the elderly with
incomes below the poverty line receive public assistance,
making their individual circumstances particularly dire.

The proposed FY 1988 budget would have a harsh impact
on older persons with limited income. Some of the programs
for low income elderly most affected include the following:

' Social Security -- The proposal would cut funding
for the Social Security Administration which,
according to some estimates, could require staff
cuts of $4,000 next year and a total of 17,000
positions by 1990. These cuts would have drastic
effects on the elderly population, and these are
discussed further below. On October 1, 1986 the
Administration came under additional legal
responsibilities whereby its district office staff
must assist applicants and recipients of
supplemental security income in filling out a
simple food stamp application and forward it to
the local food stamp office. This comes about
through recent amendments tc the Food Stamp Act
intended by Congress to minimize problens of
access, long waiting lines and complicated food
stamp applications presently faced by many older
persons by making available a streamline one-stop
application process in the Social Security Office.
8SA staff cutbacks would hinder the implementation
of this important new program.

Nutrition -- The proposal would cut approximately
3300,000,000 from the federal food stamp program
by loweriny benefits for persons who receive
energy assistance -- of which oclder househclds
compose a significant part -- and by imposing
additional penalties on states through chanyes in
the food stamp error rate.

Medicaid -- The proposal would place a permanent
cap on Medicaid, beginning with a $1 billion cut
next year. Medicaid is the only real source of
long-term nursing home care for the elderly poor,
and this important source would diminish
substantially under the proposal.
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* Medicare -—- The proposal would increase the part B
premium for new Medicare beneficiaries by more
than one-third. The part B deductible amount
would increase each year tied to the rate of the
Medicare economic index. Eligibility for Medicare
would be delayed for one month. Recent Medicare
expansions covering optometrists, occupational
therapy., physician assistance and kidney dialysis
would be repealed, despite the need among Medicare
beneficiaries for these important health services.

Legal Services -- The Administration proposes once
qutﬂ'tﬁ_ﬁsaTTsn the Legal Services Corporation,
which currently provides legal representation to
many low-income persons including approximately
150,000 elderly poor clients each year. The
current funding level is $305.5 million dollars.

Housing -- New housing construction would be
eliminated under the proposal, including §202
Housing for the elderly and handicapped. Although
the Administration has proposed an expanded
voucher program to permit the elderly and
handicapped to seek out housing in the private
sector, the nonexistence or the shortayge of
available housing through the private sector makes
the voucher program benefits very speculative.

Weatherization -- The propcsal would terminate the
weatherlzation program for low income people by
providing no federal funding in FY1988. The
program helps particularly low income elderly
households by making thcir homes more energy
efficient and reducing future energy costs. In
addition, the budget proposal would cut funding by
more than one-third from the Low-income Home
Eneryy Assistance Program.

Older Americans Act —-- The proposal would cut by
one—half funding currently made available for
support and demonstration projects under Title IV
of the Older Americans Act. Moreover, the
proposal would freeze all other funding under the
act for elderly meals, services and employment at
a time when modest amounts of increased funding
are greatly necded.
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We express particular concerns about the likely impact
of the proposed 1988 budget in two areas: its limitation on
much-needed legal services under the Older Americans Act,
and the constraints on operations under the Social Security
Administration which it would cause.

Older Americans Act

The American Bar Association Commission on Legal
Problems of the Elderly issued a White Paper in January of
1987 discussing the legal needs of limited income older
Americans and how those needs can be met more effectively
under the Older Americans Act. The major finding in the
White Paper is the steadily rising need for legal help for
older Americans and the steadily declining availability of
this help under the Act. It found that older persons’ legal
needs went to "survival®" issues involving complex procedures
in areas like Social Security retirement and SSI, Medicare,
Medicaid, nursing home and health care needs, and other
government programs critical to income and health security
of older Americans.

pespite these growing needs, funds for legal help under
the Act have declined nearly 50 percent since 1980, after
adjustments for inflation. At a miniinum, the White Paper
recommends that this shortfall be restored.

Since the 1970's, the Qlder Americans Act has containegd
authority and direction for the provision of legal
assistance. The White Paper contains a description of the
system, the legal problems currently facing older people,
examples of how legal assistance providers resclve these
problems, and recommendations for changes to make the Older
Americans Act more cost-effective.

Using formulas developed by programs under tne Legal
Services Corporation, we estimate that approximately
$87 million is necessary to achieve minimal access to legal
representation needed by the elderly poor and near-poor in
this country. The level of current legal assistance is
about half that level, and only $10 million of this is
funded through the Older Americans Act. Because the
Administration's proposed budyet freezes all funding under
Title III, it becomes impossible to consider even modest
increases to meet the overwhelming need for assistance.
Moreover, other vital services such as nutrition, in-home
care for the elderly, and employment also are frozen at
current levels under the budget proposal.
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We are also very concerned about a number of problems,
allegedly created by budgetary constraints, at SSA which the
proposed budget would exacerbate.

5SA Staffing Issues

SSA staff are working under very trying circumstances.
Regardless of how well-intended they are, the staff cuts,
limits on coffice supplies and increases in their workloads
inevitably lead to reductions in the quality of service
which the public receives. As we assume that others wno are
testifying will address this issue, we want to focus on
three points that may not be raised by others.

First, NSCLC has recently had the opportunity to
scrutinize carefully, in the context of litigation, the
estimated work-year savings which SSA allegedly intends to
realize if three courts permit it to stop using the claims
file in determining whether a person ii entitled to waiver
of recovery of a Title II overpayment. In the overall
picture, the work-year savings here are modest compared to
those it allegedly intends to realize from its various
modernization projects. However, the method it used to
create its estimate here suggests the existence of serious
flaws in SSA's overall estimates. As these estimates
provide SsA with its justification for cutting staff
positions based on future estimates while also substantially
increasing the workload, all while claiming quality of
service will not suffer, the experience with the Buffington
estinates is instructive.

Documents supplied in Butfington reflect that SSA
expects to sgve 226 work-years annually if the courts grant
its motions. {The document is attached.} The document,

1.7 55A has filed motions to this effect in Buffington v.
Bowen, Civil Action No. 734-73C2 (W.D. Wash.); Yamasaki v.
Bowen (D. Haw.)}; and Mattern v. Bowen {D. Pa.}. The issue
originally giving rise to these cases was decided by the
Supreme Court in Califano v. vamasaki, 442 U.S. 682 {1975).

2. See memo from Sherwin T. Montell to paul Tracy, attached
hereto.
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written by Sﬁerwin T. Monte11,3 includes numerous erroneous
assumptions. When questioned about this at a deposition,
SSA agreed that the assumptions were incorrect and
essentially dismissed the validity of the work-year
estimate. Pportions of the deposition are set out in the
appendix to this statement.

If this is the shoddy nature of the estimates which SSA
creates even when it knows the issue will be subjected to
judicial scrutiny, the Congress should view as highly
suspect any mega-estimate that is essentially the
accumulation of similar, smaller flawed estimates.

Second, SSA's answer to alimost any service guestion is
that it is increasingly relying upon the telephone. A
person can call to ask questions, to apply for benefits, to
report changes in circumstances. There are at least two
major problems with this; (1) the phones are invariably
busy, even after repeated attempts to reach SSA; and (2) S$SA
has a policy of discarding many of the documents which would
prove that a person telephoned to report a change in
circumstances. As a result, the innocent beneficiary later
discovers that S5A holds him/her to blame for failing to
report the information despite the fact that she/he did revort.
3. At deposition, 5SA representative Paul Tracy desérived
Mr. Montell's credentials as follows:

Mr. Sacchetti (SSA attorney): The people
who made these estimates, could you
describe your understanding of who they
are and what their background is?

The Witness (Mr. Tracy): Well, basically
these are financial management people
whose jobs is to price out different
functions, onyoing functions, proposed
functions, to in effect put together
budgets and activities like that who are
highly experienced and have their
expertise in work power savings and costs.

Deposition of Paul Tracy, p.35 {November 5, 1986).

4. Among the incorrect assumptions are:; (1) no person
seeking a waiver of recovery of the overpayment would
request to see his/her file before the hearing; (2) all
people seeking waivers would have their hearing on the same
day as they filed their request for waiver; and (3) no
review of decisions made by the district offices. (By
"incorrect®™ we mean that the assumption was inconsistent
with and contradictory to the representations which SSA had
made about the proposed procedure in dealings with the
plaintiffs' counsel.)
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Third, there are a wide variety of SS5A service
problems, all of which have been exacerbated by the staff
cuts. We urge this Committee to consider the need for a
legally enforceable Bill of Rights for Social Security and
SSI beneficiaries and contributors.

SSA/OHA Budget Issues

One area of concern that has gone virtually unnoticed
$0 far by the Congress is the pattern of behavior developing
in the Office of Hearinys and Appeals at SSA. OHA is the
office within SSA which includes the federal administrative
appeals levels: the administrative law judyes {ALJs) and
the Appeals Council. OHA has offices throughout the U.S. at
which ALJs hold hearings and froum which they travel (to some
extent) to hold hearings. NSCLC is very concerned about the
teports which it continues to receive which sugyest total
indifference by OHA and SSa, and perhaps outright hostility,
to the needs of the populations its offices serve. A few
examples suggest that there is a need for a major
investigation into their recent practices:

1. The New Orleans OHA office is currently located in
a business area in a black community; it is easily
accessible to public transportation. OHA recently
announced that it is mmoving the office to the
suburbs, to all-white gJgefferson Parish. This is
the parish where, in recent months, the sheriff
made national news when he announced his intent to
search all black people coming into nis parish as
they were suspect. Most recently, The Washington
Post carried an article reporting that Jefferson
Parish had agreed to take down the wall it had
built on its border with the city (see article
attached).

Needless to say, the new site also is not at all
convenient to public transportation,

2. 1In LOs Angeles, advocates tell us that one QHA
office has moved into a building where parking
costs $12.00. As S5S5A only pays travel costs where
the person travels over 75 miles each way to a
hearing, this ridiculously high coSt must be borne
by the disabled person or must park two blocks away
and attempt to walk the distance. (Of course, if a
person does and makes the two block walk,
regardless of how difficult it was, SSA will hold
that against him/her in determining eligibility.)
OHA is also attempting to move its Watts office out
to the suburbs, away from the people it serves and
away from accessible public transportation.
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3. In recent years, OHA has created “travelling ALJs."
These ALJs appear at an OHA site, usually for one
week, hold hearings and then return to their home
offices to prepare and issue the decisions. In
order to make these trips cost-effective, it
appears that SSA requires that the ALJ conduct a
specific number of hearings, in the area of one
every 30 minutes. Advocates {both legal services
attorneys and members of the private bar) have
expressed their concern to us about the practices
of these ALJs. They see these ALJs taking short-
cuts that seriously impair the evidentiary records
in these cases. For example, some travelling ALJs
refuse to call vocational experts (VEs) to appear
at the hearing, even though SSA's own regulations
require the use of a VE in the case. The
questioning and cross-examination of a VE take
time. Calling a VE in one case will result in
delays in the ALJ's already overbooked schedule.
So, quality is sacrificed to short-term, but also
short-sighted, cost-effectiveness. It is likely
that a court will reverse the ALJ upon appeal and
remand for a new hearing which includes a VE, all
at significant, unnecessary cost to SSA.

In a second example, we recently received a call
from a legal services attorney in North Carolina.
After the travelling ALJ (from Puerto Rico) held
the hearing in North Carolina, he sent the attorney
a notice that he intended to depose a medical
adviser in Puerto Rico about the case. Needless to
say, very few people and certainly no client of a
legal aid program can afford to send their attorney
to Puerto Rico to cross-examine the medical
adviser. It would have been far more appropriate,
and much more fair, for the ALJ to have taken the
time at the hearing in North Carolina to hear the
testimony of a medical adviser.

Budget Cuts In the State pisability Determination Services
{DDSs)

virtually all disability determinations on applications
and continuing disability reviews are initially made by
federally-funded state agencies, the disability
detexmination services {"DbSs"}. After HHS/SSA and OMB
pressed the Congress to cut SSA's administrative budgets,
SSA turned arcund and told the states that the Congress'
changes meant that the states would be required to
dramatically increase their "PPWY"s [per person work years)
in order to handle the caseload SSA plans for them. This
notice came in the midst of massive DDS regrouping to
address new statutory and regulatory rules (in the 1984 Act)
for adjudicating the mental impairment cases, the CDRs
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{continuing disability reviews), and overall claims file
documentation rules.

While the emphasis of the 1984 Act, numerous court
orders, and various regulations (particularly the mental
impairments listing), is upon high quality decisions based
upon well documented files and special emphasis upon
treating source evidence, the messaye of the PPWYs is just
the opposite: cut corners, reduce quality, and squeeze more
decisions out of each DDS employee. When asked about these
issues, SSA staff cite improvements in the claims
adjudication process and dismiss the DDSs' concerns to greed
and laziness. However, from our perspective, regardless of
what magic SSA claims it can work with the numbers, the
DDSs' claims that the guality of decisions is going to
suffer must be taken very seriously.

A few examples from the DDSs suggest just how serious
the problem is;

1. The head of the Texas DDS has written to Senator
Bentsen, in a letter dated January 21, 1987. (A
copy of the letter is attached.) He states:

A. "[{Tlhe budget situation [at the DDS] has
continued to deteriorate.”

B. As a result of S5SA's "midcourse corrections® 1in
how the mental impairment reforms are
implemented "the allowance rate has steadily
decreased from an all-time high in January
{1986] of 67.8% to a low of 30% in December
{1986). Accordingly, members of our state
agency medical staff, the private medical
community, and others are beginning to question
SSA's commitment to reforms in the evaluation
of claims involving mental impairments.”

C. The Texas DDS has not yet implemented face-to-
face hearings at the reconsideration level "due
to inadequate funding." “As a result, those
beneficiaries who have appealed the limited CDR
cessations which have been processed have not
been afforded the opportunity for a face-to-
face hearing to date."”

D. As a result of these problems, Mr. Arrell, the
head of the DDS, informed Senator Bentsen that
the Texas DDS is considering acting to (1}
suspend processing of CDR cases, {(2) postpone
the face-to-face at reconsideration process,
and {3) initiate storage of new initial
application cases.
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2. 1In California, where the DDS hierarchy apparently
is pretending it can meet SSA's quotas but its
staff is worried, the DDS has ordered its non-
physician lay adjudicators to make the residual
functional capacity (RFC) determinations which
SSA's own regulations say only a doctor can make.
See 20 C.F.R 5404.1546. {42 U.S.C. §421(h)
requires that a psychiatrist or psychologist make
the RFC determination where a mental impairment is
involved.] The DDS then has a physician just sign-
off on the RFC determination. One California
physician, upset by this new policy, has written:

Management will attach a note to the
chart ordering the medical consultants
to adjudicate the claim according to
the dictates of manayement, no matter
what the real issue is. The note is
than [sic] remanded prior to the
charts completion, so that in the
final analysis, it appears that the
medical consultant acted
independently.

{A copy ©of the letter of Richard A. Gilman, M.D.,
is attached.)

On this issuec, in reply to a question regarding
quality, SSA will indicate that its review shows that the
DDSs have an overall rate of accuracy of some percentage in
excess of 90%. It is important tOo note that, at the height
of the CpR scandal, SSA still claimed it pas accuracy
ratings iIn excess of 90%.

Finally, we believe that the members of Congress are
concerned that the provisions of the 1984 Act be implemented
fairly and completely. In recent weeks, the Ways and Means
Committee has written to Commissioner Hardy indicating its
concerns on both SSA staffing cuts and DDS issues. With
regard to the latter, Representatives Rostenkowski, Pickle
and Jacobs stated:

"...[S}jome states argue...that continued
underfunding and understaffing will make
it impossible tor State agencies to
correctly apply the new standards to both
initial and continuing review cases,"

"These problems contribute to a continued
atmosphere of crisis, and confound the
fundamental goal of the 1984 amendments--
the restoration of order and stability to
the program.”

-10-
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"If State agencies are forced to cut
corners and speed decision-making without
thorough case development, the problems of
poor documentation and inconsistent
determinations will continue to plague
this program. The long-term objectives of
the 1984 amendments should not be
sacrificed to satisfy minor, short-term
savings in the administrative budget.”

In addition, Senator Kerry and Representative Frank
have introduced identical resolutions, S. Con. Res 13 and H.
Con. Res. 35, which state the "Sense of Congress" that SSA
should not reduce ~° raff or increase their caseloads "to
levels that would 1t adequate case development in
accordance with the standards®™ in the 1984 Act or "initiate
any other action that would impair the ability of the
examiners to determine eligibility for benefits in
accordance with the requirements®™ of the 1984 Act.

Additional Areas of Concern

There are two other problem areas that we suspect are
budget-related but which have not yet received the attention
they deserve:

1. Face-to-face interviews at the initial level: 1In
1984, Congress required the Secretary tc conduct
demonstration projects on the feasibility and value
of the DDSs conducting an initial face-to-face
interview with the disabled person prior to
deciding the issue of eligibility or continued
eligibility. These projects are extremely
important. If done properly, they will permit the
Congress to assess the advantages of interviews at
the initiaé stage versus the reconsideration level
of review.

wWhile we do not yet have all the details, we have
been informed that SSA is not giving high priority
to these projects, that the training of staff has
been inadequate. There apparently also are
questions about the quality of the work being done
by the contractor SSA has hired to evaluate the
projects. Given how important these projects are
to critical policy decisions which will face the
Conyress in the near future, this Committee may

5. Face-to-face hearinys at the reconsideration level were
mandated in 1982. See §54 and 5 of P.L. 97-455. [§4 is
codified as 42 U.S.C. §405(b). §5 is included.in the notes
after §405.]

-11-
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wish to inquire further into SS5A's actions in this
area.

2. Attorneys' fees for the private bar: It is now a
fact of life for disabled people that attorneys (or
paralegals supervised by attorneys) are needed in
order to successfully wend one's way through the
complex of procedures and standards in the Titles
II and XVI disability programs. At the same time,
SSA seems determined to discourage the private bar
from representing disabled people by delaying
payment of fees, and changing the rules of the game
regularly, generally without notice and comment or
even publication.

As a legal services support center, we provide
legal support to both legal services and aging
advocates and members of the private bar
representing low income elderly and disabled
individuals. Along with local legal services
programs, we are very aware of the critical role
which the private bar serves in representing the
disabled before SSA. It would be impossible for
legal services programs to represent all of these
individuals if the members of the private bar that
specialize in Social Security were to begin to
shift their practices out of this area. While we
recognize that, at f[irst, this appears to be an
attorney payment issue, the issue is far more
significant; as SSA has already realized, without
high quality legal assistance, many disabled people
who are eligible for benefits will not receive
them, thereby illegally saving money. We urge the
Committee to hold hearings and consider possible
legislative solutions to this problem.

It is critical that the Conyress continue to menitor
these issues. In the past, this Committee has played a
critical leadership role both in documenting the problems
and formulatiny the solutions. We urge it to continue these
vital efforts.

-12-
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_APPENDIX

1. SSA had not done any alternative estimates that
took into account more realistic assumptions about
“how the process would work: ©®...[Tlhis was
basically pricing out the process that I‘ve
described. I don't believe we have done the
variations on that in terms of pricing out.™
Deposition of Paul Tracy, p.29 {November 5, 198%)

2. "...[T]lhis was simply done for purposes of some
kind of pricing out of the proposal and certainly
would be only an assumption for that purpose.”
Deposition of Paul Tracy, p.30 (November 5, 1986}.

3. In reply to a question on how SSA determined that
its district offices would contact the program
service centers in 16% of the cases, SSA replied:

"I don't know what specifically went
into that particular estimate. It
would seem like there could be a
variety of things. These were
obviously, incidentally, made by one
staffer saying this is the way I would
picture the process working and giving
estimates of what they would
anticipate. Where the 16 percent came
from, I cannot tell you. It probably
is somecone's best estimate based on
past experience or something like
that.*”

Deposition of paul Tracy, p.31.

4. With assistance from SSA's counsel, Mr. DePass,
Mr. Tracy tried to distance SSA even farther from
its own work-year estimate:

Mr. Depass (SSa attorney}:...Maybe we
ouyht to state clearly for the record
what was the purpose of that
particular letter or memorandum® What
was it trying to show or project?

The Witness {Mr. Tracy): All it was
trying to project was what would the
wOrk years--what work year savings
would be involved were we to move from
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one type of process to the proposed
type of process.

* ® *

The real purpese is simply to give the
decision-maker some estimate as to
what kind of work power is either
being saved or expended on a given
thing.

Since it's not an in-effect thing, it
obviously has to be based on pecple's
best estimates or guesses as to what
the expenses of the different steps of
the process would have to be.

Deposition of Paul Tracy, p.34.
5. &and finally:

Ms. Sweeney {plaintiff's counsel}: 1Is
it safe to assume that when somebody
makes estimates like this that SSA is
going to rely upon that they try and
find out something about the process
they're making the estimates on?

Mr. Tracy: I'm not sure I understand
that.

Ms. Sweeney: I think they [SSA] relied
pretty heavily on these work year
estimates and I assume the folks
within $SA who make decisions about
work year estimates...had to know
exactly what the rules of the game
are, what SSA plans to do, before they
can make those types of judgments.

Mr. Tracy: Well, for purposes of
decisionmaking, you may not know all
of the--you know there are savings
involved, of certain operations being
virtually eliminated or reduced.

I don't think that anyone ever
pretends that they can know with
certitude what those are going to end
up with, but what they're looking at
is basically a best guess as to what
the operation should entail.

peposition, pp.34-35.

~-ii-



455

SMF-11
LR X FM=4
TO: Mr. Paul Tracy

Divisioo of Benefit Continuity

SUBJECT: Folderless Waiver Process and Proposal for Verification of Certain
Allegations of Income, Assets, and Expenses in Waiver Decisions—-
INFORMATION

The Office of Financial Resources {OFR} has reviewed the attached plan for the
folderless valver process and the proposal for verification of certain
allegations of income, assets and the expenses in the waiver decision

process. The estimated administrative savings would be approximately

226 workyears annually. OFR developed the cost estimates based on the process
anl assunptlons provided to us by the Qffice of Retirement and Survivors
Insurance.

If your staff have any questions, they should call Elnora Wardlow on
extension 45567,

Sherwin T. Montell

Attachments

SMP-1i:EWardl .w: s
¢ 2CBiDAE-13- is-.
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Ffolderless walver Process and verification of Certain Allegations
of Iacoze, Asse:s, and Ixpenses in Walver Decisions

Current Proceduce
jo.5

~ezs8 s5ts debsor in completing Overpay3ent Recovery Questionnalire
{S5A-632-F-41).

--pdvises debsor of additionsl evidence and reguired ver.ification needed to
maxe a declsior On LtS wWa_ver rejuesl.

--Explalns walver 3Jecsslon will be based on the evidence presented and
informas.lon ¢ontalned ln folder.

==Inputs Siop recovery action to RIAR.

—=2=forms debzors that he/she will b noified of the declislon and a personal
confereace w211 be scheduled if the wa.ver rejuest is denlied.

a-ze~e.ves fr— PST the debuor’s folder and PST worksheet Lf the walver
regsest is denleid.

——fe:laws Lnformaz.on recelve from PSC.

s to schel:ile a fold:r revies an? a. persanal conference.
e-42ily scheliie? folder review sess.on ani’or personal conference.
—-prepares determination (SSA-5531 based on perscnal conference.

~sSends folder and deserminatlion back to PSC for review and effectuation of
decisions.

~-Eighty-Zive percent of the eitie II walver request volume is subject to
income, ressurces, and expense verificatlion.

oPS2

~-Reviews waliver reguest, evidence subm tted by debtor, verification data
prov.ded by DO and folder.

--Recommends waiver approval or denlal.
—-Notif es debtor if waiver is approved and effectuates the decision.

--Prepares overpayment worksheet and send worksheet and folder to DO to
schedule perscnal conference if walver is denied.

--Rev.ews personal conference procedures, DO determination, and letter
prepared by DO.
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~-Return to DO for review {f it disagrees with dacision, procedure used or
latter content,

‘--Release letter to debtor of walver decision and effectuate decision.
==Input decision Into ROAR.
Assunorions

Do

~~Implementation date has not yet been established.

==All RS1 walver decisions will be procassed in the DO without a folder.

==DI cases will continue to be processed under current procedures.

~~Assumas initlal interview and personal conference are done at the same tine. j

--Assunes DO will be able to make decision based on Information obtained from
the PHUS and MBR (PHUS will provide information on what was paid and the MBR
will provide information on what should have been paid}.

==All title II walivers except (approximately 1.4 percent} those which appear
that the person will be found a* fault. The OA National Walver Study
indlicated that these items are most often subject to misrepresentation by
the wa’'ver applicant. This 98.5 percent of che cases will be verified as
opposed to the current procedure of requiring verification of onliy
85 percent of the cases.

PSe

--Assumes PSC's will no lohger review and make a determination on RSI waiver
requests.

=-Assumes worksheets will no longer have to be prepared when a waiver request
is denled.

~=Assuzes a review of the personal conference procedure, DO determination, and
letter prepared by DO will no longer require a review.

==Rssumes DO will have to cantact PSC £n 16 percent of the cases for
additional information {.a., dates of due Process notice hecause the
information can only be obtained through reviewing the folder.

Volumes
——Approximately 90,000 RSI walvers wers processed {n FY 1984.

~=Asgumes 81,300 RSI waivers in PY 193% and thereaftar because overpayments
and & corresponding volume . of waivers are reduced as a result the AET
process which prevents overpayments to certain beneficlaries and the reviged
enforcement process which adopted a $3%0 overpayment tolerance effective
August 1, 1984.
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—-Assumes 5,300 additional title II cases will need income, resource, and

expense development by the DO.

--Assumes DO will have to contact PSC for additional information
of the cases {13,100}. )

Unit Times

in 16 parcent

--Estimated unit times were established based upon discussions with 0CO, OMPA,

and DMS.

PSC - 165 minutes to process waiver

- 15 minutes to respond to DO requests for addicional information

DO - Average time to hold a parsonal conference is 126 minutes.
assumes under the proposed one-step process the time spent
and holding this second interview will be eliminated.

- 35 minutes additional DO time to make the waiver decision.

- 45 minutes for additional cases which will require lncome,
expense development.

The estimate
on preparing

resource, and

volume Unit Time Total WY's

o

Elimination of Personal

Conference on Waivers

Denjed.srevcvence. sesesseeses 30,300 126 min -62
Folderless Waiver

AeCiSiONiessassssccsersersvss 81,900 35 min +47
Additional DevelopmentS.e.seee 5,300 45 min _*4

TOLABloeesvssotvsssnnssatsaserssecsosccsncccsssssstsesossavensce -11

oPSC

Elimination of Processing

Of WALV@ISeascsassssssssessss 81,500 165 min =220
DO Contact to PSC for

Additional Verification...... 13,100 15 min +5

TOLAleessassrrsacacasosssascsssstttrassassrcccccccccvcccce =215
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=A HUMAN ENERGY AGENCY™

TEXAS REHABILITATION COMMISSION VERNON M. ARRELL, Commissioner
118 Exst Riverside Drive + {$12) 4458108 « Acstin, Texss 78704 ) BOARD MEMEERS
3 Lane
January 2i, 1987 CHATRMAN

Wibiam C, M
VICE CHAIRS AN
SE':REI‘MIY
The Honorable Lloyd Bentsen Wendied m n:oi;nzr
United States Senate Cutberto Garza, M.0.PA.D.

SH 703
Washingten, D.C. 20510

Dear Senator Bentsen:

in October 1934 the Congress passed the Disability Benefits Reform Act {(Public Law
98-460). Over the past two years I have tried to keep you informed of the status of the
disability reforms mandated by this legislation.

On July 29, 1986 I reported to you my concerns about budgetary restrictions, increasing
caseloads, and staffing cuts. As we enter a new year, | regret to inform you that the
budget situation has continued to deteriorate.

The Social Security Administration {S5A) has cut the Texas Disability Determination
Division (DDD) budget by $3.! million and staffing level by some 80 staff positions since
May 19%6. At the same time, a national production per workyear (PPWY) standard of 195
was imposed.

Fiscal Year 1987 weorkyear limitations set by SSA would force us to cut a total of about
100 staff positions to reach the required average staffing imposed by SSA. This would
include losing 35-40 positions from our current staff Jevels. Despite being "overstaffed” in
SSA's view, Texas continues to significantly exceed the SSA standards for this size
organization with an estimated 220 PPWY.

1986 Performance

The downturn in the Texas cconomy during the past year has contributed to racord
numbers of disability applications. At the close of FY 1985 DDD had a pending inventory
of 26,236 claims. We closed out FY 1986 with an inventory of 31,739 claims, or a 31%
increase. .

DDD received a record 173,497 disability claims during the year. We set an all-time
monthly receipt record last March, then surpassed it with new records in April,
September, and October.

DDD has sccomplished a record level of case clearances for the past eight months.
Despite the workload pressures, our employees have maintained a high level of
productivity. We set an ali-time monthly clearance record in July and then surpassed it in

r. We are deeply committed to o responsibility of serving disabled people, but the
strain of this overload is taking its toll. We camnot sustaln this production indefinitely as
we continue to lose staff.

Aa Equal Opportunity Employer
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Mean processing time for Title Il SSDI cases in Fisca! Year 1936 was £5.7 days compared
to #6.4 days in Fiscal Year 1933, a 81.6% increase In proccising time required to serve
persons with mental and physical disabilities.

Processing time for Title XVI 55! cases was 68.4 days compared to 30.3 days the prior
year, a 36% increase.

Several months after the introduction of reforms in the processing of mental impairment
clalms, 55A implemented "midcourse corrections” in the way these claims are ‘evajuated.
As a result, the aliowance rate has steadily decreased {rom an all-time high in January of
67.8% to a low of 30% in December. Accordingly, members of our state agency medical
staff, the private medical community, and others are beginning to question S5A's
commitment to reforms in the evaluation of claims involving mental impairments.

Continuing Disability Reviews

Appropriate funding for state disability determination agencies would have aliowed the
disability program to fully resume the Continuing Disability Review process many months
age. Around the country thousands of beneficiaries who have medically improved would be
well on the way to cessation of benefits. The savings to taxpayers and the trust fund
would more than make up for the slight increase in funding for state agencies

The Disability Hearings process jegisiated by the 1983 Amendments to the Social Security
Act has not been implemented in Texas due to inadequate funding., As a result, those
beneficiaries who have appealed the limited CDR cessations which have been processed
have not been afforded the opportunity for a face-to-face hearing 10 date.

Disability Determination Services administrators throughout the country are raising their
voices in protest over the staffing/budgetary crisis and the impact to the people we
serve. A November 1986 report by the Council of State Administrators of Yocational
Rehabilitation {CSAVR) confirms that these problems are being experienced nationwide,

Texas Action Plan

1t is the goal of the Texas DDD to provide accurate and timely disability determinations
for disability claimants in the State of Texas. We will not compromise development,
documentation, and quality by stretching our staff beyond its limits.

With no reliel in sight and additional cutbacks projected for Fiscal Year 1987, the Texas

Rehabilitation Commission has developed an action plan to address the crisis we are
facing. Measures of the plan could potentially inciudes

limiting daily case assignments to disability examiners

putting 8 maximum limit on cases assigned to disability examiners at any
given time

suspending the Continuing Disability Review process

° postponing the Otfice of Disability Hearings program to allow hearings officers
to assist with initial case adjudication

" initiating storage of incoming initial cases
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Conclusions

With the passage of the Disability Benefits Reform Act of 1985, Congress passed a strong
bill designed to restore credibllity to a disability program fraught with controversy. Input
was submitted by the public sector toward the development of comprehensive plans and
procedures 10 implement the provisions of the legistation. Expectations were high.

V{ith the budgetary/staffing crisis, we are in danger of dismantling "the new era in the
disability program® which was so painstakingly crafted by Congress, SSA, Disability
Determinaticn state agencies, the medical community, and advocates for the disabled.

We are supportive of SSA's current initiatives toward work simplification. This
streamlining effort will be beneficial, but we do not believe it will counter the foss of 80
disability examiner and support positions.

The Texas Rehabilitation Commission has consistently delivered a message to SSA: We
cannot administer a more comprehensive disability program with record levels of case
receipts and do it in a quality way with [0% jess staff.

The decision to initate the measures outlined above was made after much soul-searching.
Suspension of CDRs and postponement of the Disability Hearings process will allow s to
dedicate our efforts to the processing of new disability claims, However, the trust fund
will be negatively impacted as individuals who are no longer disabled continue to draw
benefits.

If case storage is initiated, it will resuit in significant delays in decisions for new
disability applicants. This is regrettable. However, we cannot allow disabled citizens to
suffer because of inaccurate decisions brought on by inadequate funding. Bringing disability
examiner caseloads to manageable levels should help preserve our standards {or decisional
accuracy.

I hope that the acCtions we are taking will be temporary and that soon we will be granteg
the resources to efficiently administer this vital program which impacts the lives of many
disabied Texans. | would appreciate your assistance as we make the difficult decisions
necessary to address these problems.

We share Commissioner Hardy's commitment to cost effectiveness, accountability and
integrity of the Social Security Disability Program. We beiieve the Texas DDD record "’
refiects that commitment and performance, It is important for the success of this
program and this partnership for the Social Security Administration to show respect for
those Disability Determination state agencies performing in an outstanding manner by
providing adequate funds to sustain that jevel of performance.

I will continue to keep you informed as program developments accur. Our lInquiries
Services staff {512-445-8681) is available to assist you and your staff members in
responding to the questions and concerns of your constituents and any other questions you
may have.

Sincerely,

Vaiaon M. Qrrwad

Vernon M. Arrell
Commissioner

ce District Otlice
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FICHARD A. GILMAN. M.D_F.AC.S.
171 OLD RANCH ROAD
CHULA VISTA, CALIFORNIA 82010

Tersrwons 420-0829

CARMIOVASCULAR SURSLNY

I would like to reiterate, that I speak only for
myself, and in no official capacity. What I am stating are
observations made over the years and complaints heard from
other doctors.

The problems the medical consultanta face are the
usurpation by management, of their medical opiniom, to suit
sheir naeds. Management decides what medical consultant exams
are necessary to adjudicate a claim, irvespective of medical
opinion.

Management will attach a note to the chart ordering
the medical consultant to adjudicate the claim according
to the dictates of management, no matter wvhat the real issue
is. The note is than removed prior to the charts completion,
so that in the final analysis, it appears that the medical
consultant acted independently.

Ultimately the only one who can sign out a chart
is the medical consultant, so from a legal standpoint he
{s going to be hlamed. Management makes absolutely certain
that no wvhere is their proof of any interference from
management.

Management does this to keep their paper statistics at an
acceptable level no matter what the real evaluation or
truth happens to be.
_ They are able to accomplish this by threating
to bring charges of insubordination or failure to cooperate.

Unfortunately, the medical consultants to date
had little recoursee, as their steward. instead of acting.
has been a great procrastinator and the medical consultant
I1 only wants tce ingratiate himself with management.

L Ab
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The Honorable Dorcas R. Hardy
Commissioner of Social Security
Social Security Administratiog
Room 900 Altmeyer

6400 Security Boulevard
Baltimore, Maryland 21235

Dear Commissioner Hardy:

We are seriously concerned about the adverse consequences
for program admipistration aad public service that could result

undermine the proper implemegtation of the Social Secuzrity
Disability Benefits Reform Act of 1984 {p.r. 98-460)}. We are
also concerned that the drastic reduction {n ssa staffing levels
recommended by the President's PY 193g budget s uuwarraoted, and
wogld significantly lower the quality of administrative service
the agency provides to the American public.

With respect to the administration of the disability
program, we have heard from several State agencies that the
budgetary constraints that have been imposed gpon them are
working to jeopardize the intent of the 1984 reform legislation.
Many State agencies appear to lack adequate staffing and
tesources, and have told us that SSA has not been consistent sr
forthright in providing guidelines on what to expect and plan for
in the future. Additionally, some States argue that SSa‘'s
productivity measures sre not accurate, realistiec, or nationally
uniform, and that continued underfunding and understaffing will
make it impossible for State agegcies to correctly apply the new
standards to both initfal and continuing review cases. These
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problems contribute to a contiuued atmosphere of crisis, and
confound the fundamental goal of the 1984 amendments ~— the
restoration of order and stability to the program.

As you know, it was the clear purpose of the dimabitity
reform legislation of 1984 te clarify ‘the seandards for
determining disability and to improve the quality ade
thoroughness of decision-makitig. Plcdaag excessive and
unnecessary pressures on State agencles to reduce expenditures
could frustrate both these cbjectives. The promulgatien of
regulations and administrative guidelines for implementing the
new medical improvement standard was long delayed, and it may not
be fair or appropriate to expect States to incorporate these pew
changes {and the {ncreasing work load they entail) in the
disability getermination process while simultaneously reduocing
State agency gesuvurces. If State agencies are forced to cut
corners and speed decision-making without thorough case
development, the problems of poor documentation and inconsistent
determinations will continue to plague this program. The
long-term objectives of the 1984 amendments should not be
sacrificed to satisfy minor, short-term savings in the
administrative budget. o

on the question of SSA staffing levels, we have serious
doubts that SSA can substantially reduce employmenc and at the
same time maintain competent service to the public. We have ot
seen compelling evidence that SSA's systems modernizatiocn efforts
—- which are reportedly way behind schedule -- i{n any way justify
the size and scale »f staffing reductions that have been
proposed. SSA's wcrk load is increasing and likely will comtinue
to grow as a result of general demographic forces as well as
specific legislative initiatives {(e.g., the requirement in the
Tax Reform Act of 1986 that taxpayers {dentify the social
security number of all dependents over the age of five). The
probable product of inappropriate or premature staffing cuts will
be longer waiting times in SSA district offices, lower gquality
phone service, and an even greater demoralization of the SSA work

force.

We bave been given reports indicating that overtige has beesd:
frozen and positions are being left vacant in field offices
pending implementaton of your aaoncunced policy of transferring
central office personnel to field office positions. We axe
extremely concerned about both the short-term and long-term
effects op field office performance of this policy, and we would
jike to receive from you as soon a3 possible the budget and
management rationale for thase actions.
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In the pext few weeks, the Subcommittee on Social Security
of the Coumittee on Ways and Means will begin a series of
hearings on 5SA's management and service delivery and the budget
issues we have raised. Through this procesas we intend to
carefully scrutiaize the conditiun of the State disability
detarmination services and ssa staffing issdes. we will expect
you to describe what steps you are taking to assure that both
State agencles and SSA are adequately staffed and funded to
accomplish the fundamental objectiveas of the social security
program. We would appreciate your furnishing the Sobconmittee on
Social Security as much Information as possible concerning the
reasoning behind the budget and management policies which we have
gquestioned in this letter prior to the beginning of Sobcommittee
hearings at the end of February.

Sincerely,

Dan Rostenkowski,
Committee on Ways and Means

an
al/Security

ittee on &
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NATIONAL ASSOCIATION FOR HOME CARE MARGAREY 3. CUSHMAN RASLE FRANK E. MOSS
319 C STREET, N.E., STANTON PARK CHAIRMAN os’iwz WARD mcoc.m &
WASHINGTON, D.C. 20002 VAL J. HALAMANDARIS
(202) 547-742¢ PRESIDENTY

March 13, 1987

STATEMENT BY THE NRTIONAL BSSOCIATION FOR HOME CARE BEFORE THE
SENRTE SPECIRL COMMITTEE ON RGING

The Natisna! fissociation for Home Care is the netion's largest professional
organization representing the interests of home hesith agéncies, homemaker-
home heeith eide orgenizetions and hospices, with spproxtmataty 5,000 member
orgenizetions. Many of the patients our members serve ore oider Americans
who are frall and need specisi sssistence to remein in thelr homes, so we are
pleased to have this opportunity to comment on the Rdministration’s proposed
Flscal 1988 budget and its effact on the nation’'s alderty.

e are very concerned with the financial burdens the proposed budget
would place on the eiderly. The Réministration proposeas ts require new Medicare
beneficieries to pay higher Part 8 premiums than current beneficieries {35
percant of program costs for new beneficlaries, compared with 25 percent for
current beneficiaries). in addition the budget would delay Madicars eligibllity to
the first day of the month following the §5th birthday. These propossis come at 8
time when -20 percant of the elderly siresdy spend over i5 percent of their
intome on hesith cere, in snite of Medicare, and 7 percent spend mora than 25
percent of their income.

The fdministration is eiso proposing continulng to shift Madicald costs to
the stetes dy capping Federsl Madicald matching funds at $1.5 bitlion below
projected needs, and reducing administrative support. Further reductions In
Foderal Madicald funds would mesn that meny indigent elderty indlulduals would
go without the heaith care services they need.

The reauthorization of the Oider Americans Act is another Issue of Interast
to us. That fct provides Federal funding to State Rgencles on Rging for 8 brosd
veriety of community-besed sarvices, including s voriety of home care services.
The Administration hed proposed s numbder of measures which would narTow the
accoss of oldar Amsricans to programs under this title, and would restructurs the
programs In weys which may reduce the quality of services as well es the
quentity of services. Such proposesls should be rejected. The Oider Americans Act
should be reautharized, and Improved by edding feders! minimum standards for
training and supervision for ceregivers in home care, !

REFRESENTING THE NATIONS HOME HEALTH ACEMCIES. HOMIMAK LR -HOME HEAL TH AIDE ORGANIZATIONS AND HOSPICES.
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0f equal concern with what the Administration proposals inciude is what
they do not Include. The Administration budget and other proposais contain no
refief from current Administration efforts to censtrict the Medicare home health
benefit or to meke hame health care more eccessible to elderly Americans who
need assistance to avoid institutionalization in & hospitsl or nursing home.

fis the Senate Special Committee on figing noted In its 1986 report on home
heaith, since Congress changed the method for payment of hospital services for
Medicare patients in 1983 to a prospective system, Medicare patients have been
sent home from the hospital efter shorter stays and in grester need of follow-up
services. At the same time, the Heaith Care Financing Administration (HCFR),
which administers the Medicare and Medicaid programs, has reduced pagment
levels for home health services and has narroiwed its interpretation of the scope
of the henefit. The resuit Is that more Medicare beneficiaries need home heslth
care st & time when less care Is available.

To receluve home hesith servites under Medicare, a beneficiary must be
under the care of a physician, be confined to his or her home thomebound}, in
need of skilled nursing care on an intermittent basis, or in need of physical or
speech therapy. Once those requirements are met, a beneficiary may
recelve part time or intermittent nursing care, physicat, occupationat or speech
therapy, medical soclal services, part time or intermittent services from a home
heaith aide, and medical supplies and equipment (other than drugs and
bislogicals).

The major problem with the Medicare home health benefit is that
increasing numbers of serfously Uil Medicare pstients are In need of home heaith
care, but ever larger numbers are being denled access to care as a result of
gevernment policles to restrain beneficlary protections, combined with vague snd
canfusing guldelines for prouviders.

To resoive these problems, Congress should:

[:] insure resasonable, fair and appropriate application of the Medicare
requirement that home heaith care be provided on an "intermittent"
basis, by clarifying that *Intermittent” care means daily care (seven
days a week) of one or more visits 8 day for up to 90 doays, and
thereafter under exceptional tircumstances;

(1] Codify the current guideline regarding the Medicere requirement
that beneficiaries must be *homebound” to clarify that homebound
does not mean bedbound, but aliows infrequent or short durstion
absences from the home primarily for medice!l treatment or
occasional non-medical purposes:

] Oppose HCFR circumuention of the regulatory process and require
HCFA to comply with the Federal Administrative Procedures Act in
praviding notice to sgencies of proposed changes in critica!
Medicare policies regarding home heaith;
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1] Clarify application of the prompt payment prouvision of the Sixth
omnibus Reconciliation Act of 1986 (SOBRA, P.L. 99-509) to set
timellness standards for claims subject to medicai review and
clalms other than *cleen claims®, so that the majority of home
hesith claims sre subject to s determination by the fiscal
intermediary by 8 specified time; and )

] Provide edditional Medicare reimbursement for high technology
services which require significantiy more time or training to
perform, to take care of those patients being distharged from
hospitals sicker and quicker.

in eddition, Congress should enact 8 catastrophic heaith insurance plen
that Includes s home care focus, as well as improved coverege for both acute and
chronic long term ilinesses and debilitating impsirments such as Rizheimer's
disease. Major catastrophic proposals under discussion cover only acute care,
and would provide financial rellef for only & small percent of elderly Americans.
in addition, they would maintain the institutional bias of current Federal heaith
care programs, when research and public opinion polls consistently demonstrate
that-most older Americans would prefer to remain in thelr homes and receive
care there if it Is at ail possible.

These are the issues which confront Congress this session, as well as those
outlined In the Rdministration’'s budget proposals. We urge Congress to act on
these issues to maintain the home health benefit as on increasingly important
element in the Medicare program, and to provide meaningful catastrophic health
coverage to an elderly population whose heaith and financial security are both at
risk.



