ED 251 375
TITLE

INSTITUTION
SPONS AGENCY
REPORT NO
PUB DATE
NOTE

PUB TYPE

EDRS PRICE
DESCRIPTORS

IDENTIFIERS

ABSTRACT

DOCUMENT RESUNME
SO 016 065

Tomorrow's Elderly. A Report Prepared for the
Chairman of the Select Committee on Aging. Hoise of
Representati—~ , Ninety-Eighth Congress, Second
Session (Oct. ¢ 1984).

Congressional .‘earinghouse on the Future,
Washington, DC.

Congress of tne J.S., Washington, D.C. House Select
Committee on Aging.

Pub—-98-457

Sep 84

71p.

Legal/Legislative/Regulatory Materials (090)

MF01/PC03 Plus Postage.
Age Discrimination; Aging (Individuals); Employment;
Financial Support; *Futures (of Society); *Goverament
Role; Health Needs; Health Services; Legislation;
*0lder Adults; Policy Formation; Population Trends;
*Publ. . Policy; Retirement; Sociocultural Patterns;
Trend Analysis
Congress 98th

Major long-term public policy issues related to the

aging of the U.S. population are examined. Chapter one provides an
overview of trends pertaining to the future elderly population,
emphasizing some of the issues Congress may need to address in the
near future. Sources of support for the elderly are also examined.
Employment and retirement issues are the foci of the second chapter.
The key policy issue discussed is how to provide cost-effective
incentives to an increasing proportion of healthy elderly who can
work in a productive economy free of age discrimination and without
penalizing those who must retire early. Chapter thiee discusses the
‘allocation of health care resources. It points out that Congress will
have to struggle to balance issues such as government regulation,
quality, freedom of choice, efifectiveness, efficiency, ancC equity
across society as it makes policy in this area. The concluding
chapter deals with long-term care, defined as helping people live
their lives rather than as extended medical care. Also provided are
brief highlights of legislation affecting the elderly and a

bibliography.

(RM) .

ARARRARRARRAARRRRRARARANARARNRRARRRAARRAAARRKARRARN CRAARARRARARRARAAAARNRALAKANARCARSK
* Reproductions supplied by EDRS are the best that can be made *

t ]

from the original document. *

ERRRRARNRRRRRARARARARARRNRARAARARARRRARRRANRAARRRRRARARNRARARNRAA AR ARAARAXRRRRARRS

%



ED251375

[COMMITTEE PRINT]

TOMORROW'S ELDERLY

A REPORT

PRUPARED BY THE
CCNGRESSIONAL CLEARINGHOUSE
ON THE FUTURE

FOR TH% CHAIRMAN
07 THE
SELECT COMMITTEE ON AGING
HOUSE OF REPRESENTATIVES
NINETY-EIGIHTH CONGRESS
BECOND 3ESSION

OCTOBER 1884

Comm. Pub. No. 98-457

I'rinted for the use of the Select Comimittee on Aging

U.8. GOVERNMENT PRINTING OFFICE
M-B61 O WASHINGTON : 1084

US. DEPARTMENT OF EDUCATION
NATIONAL INSTITUTE OF EDUCATION
FOUCATIOINAL RESOQURCLS INFORMATION
CENTER JRICH
* Yhee imumert hay Deen feprochioe? o8
ten vrean] Bt e pETSEAY O RUITT S ]

ajrmtiang 1
Aorr 1 bgtnges Tatue tadn Crade (o maplove

e grte b TGN qudttly

& Froenge 6t waewy 0 nenes stabinin the docu
e It 0t sre reytaedy segirenent ofts Wt NE

{roitane v gy




SELECT COMMITTEE ON AGING
EDWARD R. ROYRAL, California, Chairman

CLAUDE PEPPER, Florida

MARIO BIAGGI], New York

IKE ANDREWS, North Carolina

DON RONKER, Washington
THOMAS J. DOWNEY, New York
JAMES JX. FLORIQ. New Jersey
HAROLD E, FORD, Tennessee
WILLIAM J. HUGHES, New Jersey
MARILYN LLOYD, Tenuessee

STAN LUNDINE, New York

MARY ROSE OAKAR, Ohlo

THOMAS A. LUKEN, Ohio
GERALDINE A, FERRARO. New York
REVERLY B. BYRON, Maryland
WILLIAM R. RATCHFORD, Conuecticut
DAN MICA, Florida

HENRY A. WAXMAN, Califurula
MIKE SYNAR. Oklahoma

BUTLER DERRIC", South Carolina
BRUCE F. YENTO, Minnesota
BAKNEY FRANK. Massachusetts
TOM LANTOS. California

RON WYDEN, Oregon

DONALD JOSEPH ALBOSTA, Michigan
G, W. CROCKETT, Ir., Michigau

V ILLIAM HILL BONER, Tennessee
IKE SKELTON, Missourd

DENNIS M. HERTEL. Michigan
ROBYRT A. BORSKI, Pennsylivania

MATTHEW J. RINALDO, New Jerrey
Ranking Minority Member

JOHN PAUL HAMMERSCHMIDT, Arkansas

RALPH REGULA, Ohfo

NORMAN D, SHUMWAY, Callforuia

OLYMPIA J. SNOWE, Maine

JAMES M. JEFFORDSY, Vermout

T OMASJ. TAUKE, lowa

JUDD GREGG, New Hampshire

GEORGE C. WORTLEY, New York

HAL DAUR, Nebhraska

T.ARRY E. CRAIG, ldaho

COOI'ER EVANS. Iowa

JIM COURTER. New Jersey

LYLE WILLIAMS, Ohio

CLAUDINE SCHNFIDER, Rhade Island

THOMAS J. RIDGE, Penusylvania

JOHN McCAIN, Arfzona

MICHAEL BILIRAKIS, Florida

GEORGE W. GEKAS, 'ennisylvania

MARK D. SILJANDER. Michigan

CHRISTOPER H. SMITH, New Jersey

MICHAEL DeWINE, Ohlo

FREDERICK C. (RICK) BOUCHER, Virginia

BEN ERDREICH. Alabama

RUDDY MacKAY, Florida

HARRY M. REID, Nevada

NORMAN SISISKY, Virginia

TOM VANDERGRIFF. Texas
ROBERT K. WiISE, Jz, West Virginla
BILL RICHARDSON, New Mexico

Jomar J. LaMaRiNGs, Staff Dircelor
PauL ScurEasl, Minority Btaff Dircector

a1y



PREFACE

As Chairman of the Select Committee on Aging it is my firm belief
that by looking at tomorrow's problems and opportunities today, future
problems can be averted and future opportunities can be seized. This
booklet is the product of the Congressional Clearinghouse on the Future.
Even though the Committee does not ordinarily publish documents that are
not prepared by the Committee, this booklet gives us both an historical
perspective and vision for the future, and 1 believe an exception is
warranted in this case.

This booklet identifies major, long-term, public policy issues related
to the aging of the U.S. population. It scans key long-range trends
pertaining to the future elderly population emphasizing soy:.e of the issues
Congress may need to address in the near future,

This booklet is organized around the presentation of trends and
issues., In general, the data are summarized in a short headline or
paragraph, supporting trend data are shown in graphic form, major issues
arising from the data are discussed, unresolved questions are raised, and
illustrative policy options are presented. The policy options are given to
stimulate thought, discussion, and exploration; they are not comprehensive,
nor are they endorsed by the Congressional Clearinghouse on the Future,
the House Select Committee on Aging or any other group or individual who
helped in preparing this document.

The data and projections presented here are primarily from the
established Federal statistical agencies such as the Bureau of the Census,
the Bureau of Labor Statisties, the Health Care Financing Administration
and the National Center for Health Statistics. No original data collection
or data analysis was performed for this project.

Commendations are due to all involved in the preparation of this
document. 1 believe that this booklet provides a substantive framework in
which to consider these various public issues. 1 am hopeful that the
dissemination of this booklet will contribute to a better conceptualization
ot the needs of our aging United States population and better public¢ policy
in behalf of the elderly. .

Edward R. Roybal
Chairman
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FOREWORD

Congress faces some of the most emotional issues of our time as it
looks at the needs of the elderly and the government's role in meeting those
needs. The American population is aging. Regardless of birth and
immigration rates, there are going to be more elderly people in our country
in the future,

This is very good news, because it means people are living longer on
the average. However, the aging of our society also poses extremely
difficult questions: Do we need to rethink our definition of "old age" and
our attitudes about the elderly? What can and will elderly individuals and
their families do alone or with the help of the private sector to support and
care for the elderly? What must government do? And from the young:
Who will support us when we're old? '

In answering these questions, Congress will have to address how to
maintain commitments to the elderly, assure fairness across generations,
cope with escalating health care costs, protect against an uncertain
economic future, and restore and maintain a balanced federal budget.

The underlying philosophy of this discussion is that the elderly have
the saine desires as the rest of the population:

o A respected place in the community with no diserimination
because of age, sex, race, or religion;

0 Healthful living and working concitions and good quality health
care when needed;

0 Opportunity to work for a fair wage during their healthy
lifetime, with employment suitable to their mental and
physical abilities; and

o Economic support when retired or unable to work because of ill
health or disability.

We are examining long-term trends and issues so that Congress can
act to influence the future rather than wait and be overwhelmed by
demographic realities. If we act now rather than later, then we all —
employer and employee, parent and child, government and citizen — will
participate in a better future.

Bob Edgar

Pennsylvania
Chairman, Congressional
Clearinghouse on the Future
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EXECUTIVE SUMMARY

of

population is no longer news.
increasing numbers of elderly people in

American
The

The aging the

our society, and particularly, the
increasing numbers of very old citizens
require the Congress to examine several
public policy areas and, in all likelihood,
to act on its findings.

Some of the most important trends
are summarized in the accompanying
charts. These demonstrate that:

) The elderly are expected to
make up an increasing proportion of the

U.S. population through the middie of the
next century. By that time, one person
in five is expected to be 65 or older.

0 Higher proportions of the
elderly population will be female and
over age 853,

0 Because women marry younger
than men and outlive men, on the
average, most elderly women are widows

and most elderly men are married and:

live with their wives, Elderly women
living alone tend to be poorer and at
greater risk of institutionalization than
the general population of elderly.

o While the elderly as a grouwp
have about the same rates of poverty as

hd l
. -

the general population, blacks, women,
and the very old, and those living alone
have higher than average poverty rates.
Members of more than one subgroup
(e.g., elderly black women living alonz2)
tend to have extremely high poverty
rates.

o Social Security benefits are and
will continue to be the largest single
source of income for most elderly
citizens, even though income from
pensions and assets may become more
important in the future to higher income
groups than it is today.

o  Over the past 20 years, costs
for programs that benefit the elderly
have grown rapidly. These programs will
face the same pressures for cost
containment as other programs in the
federal budget. There will be increasing
scrutiny of elderly programs, because the
"senior boom" — when the "baby boom"
reaches retirement age early in the next
century — will place enormous pressures
on programs that benefit the elderly.

This public policy primer looks at
three issues that are most likely to need
Congressional action in the next decade
if we are to prepare for the senior boom

in the 2ist centwry.

(XUD
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Employment and Retirement ages (55-64). Statistics confirm that

The declining population of entry-
level workers (18-24) for the belance of
the century and the increasing population

of elderly people may require a revision,

of laws and regulations related to older
workers and retirement,

Even with the growth in private
pension coverage and the increased
incentives and awareness of the need for
individual savings, Social Security is
expected to continue to be the
preeminent source of retirement income
for the foreseeable future. Currently,
the Social Security system is projected
to build huge surpluses during the 1990s
and the first decade of the next
century. However, increased longevity,
low birth rates, and a continued trend
toward early retirement could exhaust
those surpluses during the retirement
lifetimes of younger workers who will
enter the labor force later in this
century.

One of the most significant trends
of the past 50 years has been the decline
in labor force participation on the part
of the elderly. Currently, there are
many incentives for older workers to
leave the work force at relatively young

leaving the job before age 65 has become
the norm. Yet people are living longer
on the average. By the end of this
century, it may be necessary to provide
greater incentives for older workers to
remain in the work force longer if we are
to have enough skilled workers to run our
businesses and to support those who
cannot work,

Allocation of Health Care Resources

Costs of health care in this country
have increased at a startling rate for
everyone. However, since the elderly
are major users of health care services,
the high rate of inflation in health care
costs has imposed a special burden on the
elderly and the government programs
which provide health care for them.

In 1984, t..e elderly will spend more
of their income on health care than
before Medicare and Medicaid began.
This proportion is projected to continue
increasing for the foreseeable future,
The 1984 report of the Medicare Board
of Trustees also projects a problematic
future for Medicare. Despite the
significant cutbacks legislated in the
early 1980s, the Medicare hospital trust
fund will run out of funds around 1990 if
no action is taken.

12
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Congress is considering a number of
measures related to controlling health
care costs generally, with Medicare
payments serving as a target.
biggest causes of past cost increases
include: nflation; an increase in the
number of tests, medical services, and
surgical services per patient; use of new
technologies; and lack of incentives to
control costs. Since little agreement
exists about the proper mix of
responsibility among the individual,
family, insurer, physician, hospital, and
government, the next decade is likely to
be a living- experiment in policymaking
aimed at determining how much services
should cost and who should pay for which
serviees,

For the next 25 yesr” most of
projected health care cost i .:r2ases will
be due not to increases in ine elderly
population but to the same factors which
have pushed costs up over the last
decade. After 2010, the senior boom will
begin and the number of people eligible
for Medicare will climb rapidly.
Therefore, it is imperative that the key
to containing heaith care costs be found
in this century.

The! "

Long-Term Care

The number of elderly people
needing long-term care is expected to
rise sharply in the next several decades
because of the growing numbers of
people over the age of 85 and the
growing numbers of elderly living alone.

Long-term care is commonly
associated with medical problems.
However, n.uch of the need for long-
term assistance is simply related to an
inability to perform one or more of the
tasks of everyday living (eating, bathing,
etc.) rather than to some treatable
medical condition. Since most long-term
care is given at home by the family, the
elderly who live alone are especially
vulnerable to institutionalization.

The need for public help in
providing long-term care is expected to
grow because the traditional care-givers
— adult women - are increasingly

- working outside the home and are not as

likely to be available for full-time care
in the future. Currently, public support
for long-term care is very limited and is
biased toward medical treatment/
institutional care and away from home
support services and family assistance,

13



OVERVIEW

Economic, demographic, and social
trends can be used to paint a general
picture of the elderly population today
and in the future. The trends shown on
the next few pages are related to the key

OF TRENDS

characteristics of the elderly population
and sources of support for that
population. The trends create a context
for the policy discussions which foilow.

DEFINITION: In this booklet, the term "elderly" refers to
individuels 65 years old or older. Those 85 years or older are

referred to as "very old".

As we use these terms, however, it is important to note
that one consequence of an aging population may be the need
to continue to redefine such terms. The "elder)y" population is
extremely diverse and "old age" cannot be defined by

chronological age alone.

(,\
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KEY CHARACTERISTICS OF THE ELDERLY

1. THE BABY BOOM WILL BE FOLLOWED BY THE SENIOR BOOM.

The number of elderly in the United
States has grown rapidly in the last 20
years (twice as fast as the rest of the
population). However, for the next
twenty-five years, the relative growth of
the elderly population will be much more
gradual.  After 2010, as the ™baby
boomers"” begin to reach 65, the "senior

boom" will expinde.

In 1960, just 1 person in 10 was
over 65 (16.5 million people). By the
middle of the next century, 1 personin 5
is expected to be over 65 (67 million
people), a four-fold increase in less than
a century.

PROPORTION OF THE POPULATION 65 AND OVER
AND 85 AND OVER BY SEX 19602050

8-
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U5 Bureau of the Census. Curzent Population Reports,
Series P-25, Ro. 922, Mo, 937 P-25, So. 917
(Washington, P.C.: USGPO, various uears); and

The statistical AbStract of the United States, (983.




3

2. THE VERY OLD ARE THE FASTEST GROWING AGE GROUP IN THE U.S.

At the beginning of this century,
about 4 percent of the elderly were 85 or
older. By the middle of the next
century, nearly a quarter of the elderly
are expected to be 85 or older. In terins
of the total U.S. population, that means
that more than one American in 20 is

expected to be 85 years old or older in
the year 2050. Life expectancy has
inereased by 27.5 years since the turn of
the century — from 47 years to 74.5
years — &2 increase that nearly equals
the gain for the previous 5000 years.

GROWTH OF THE VERY OLD AS A PERCENTAGE
OF THE ELDERLY POPULATION

85+ as Percent
of All Elderly

85+ as Percent
of Total Population

Number of 85+
in Population

123,000
577,000
2,200,000
5,136,000
7,700,000
16,063,000

'S Burcvau o! the Census, "Popusation Estimates and Projections,”
Current Population Reports, Series P=25, No. 922 (Washirgyton, D.(.:

Usspo, 1982).

o

&
3. THE ELDERLY POPULATION IS INCREASINGLY FEMALE.

The life expectancy of U.S. women
continues to increase faster than that of
- men. Between 1950 and 1982, U.S.
female life expectancy increased from
71.1 years to 78.2 years {a gain of 7.1
years). During the same period, male
life expectancy increased from 65.6
years to 70.8 years (a gain of 5.2 years).

-‘About 50 percent of the under-65
population is female, increasing to about
60 percent of the 65+ population, and
about 70 percent of the 85+ population.
This male-female imbalance is expected
to continue to grow. By the year 2000,
for example, 73 percent of the 85+
population may be female.

16



4. MOST ELDERLY MEN ARE
MARRIED AND LIVE IN A FAMILY;
MOST ELDERLY WOMEN ARE WIDOWS
AND MANY LIVE ALONE.

Only 12 percent of elderly men
were widowers in 1982 while 51 percent
of elderly women were widows. Among
those 75 years old and older, 70 percent
of men were married and 70 percent of
women were widows. Since women tend
to marry at a younger age than men and
female life expectancy is growing faster
than that of men, this trend is expected
to intensify in the future.

The percentage of widowed elderly
women appears to be stable or
declining.  However, the number of
wicows is expected to continue to
increase in the future because of an
increasing differential between life
expectancy of men and women,

Over the past 20 years, the
percentage of elderly men living in a
family has remained fairly constant at
just over 80 percent. In contrast, the
percentage of elderly women living in &
family has declined and the percentage
living alone has risen steadily. Today,
about one-third of the elderly live alone
and the percentage is increasing,
narticularly for women. Eighty percent
of the elderly who live alone are women,

T

MARITAL STATUS OF THE US. ELDERLY
1960 — 1982

PERCENT

2 2 & ¥ & & B8 &

FAMILY STATUS OF THE US. ELDERLY
1960 — 1982
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5. POVERTY RATES HAVE BEEN
REDUCED, BUT MANY ELDERLY ARE
STILL POOR.

In 1972, the percentage of poor and
near poor elderly (under 150 percent of
poverty) was 38 percent as compared to
22 percent for the whole population.
Although the percentage of poor and
near poor elderly has been declini
since 1972, the percentage (30.2 percent
is still higher than for the population
as a whole (25.6 percent) in 1983,

Despite the gains to levels slightly
above the official poverty line ($1667 in
1968, $4626 in 1982), many elderly are
still "just getting by." Furthermore,
certain elderly subgroups continue to
have poverty rates two to three times as
high as the population as a whole.

The elderly subgroups with the
highest poverty rates are among those
elderly that are growing the fastest:
women, the very old, and persons living
alone. Although they are not among the
fastest growing groups, blacks are
particularly vulnerable to poverty in old
age, with a poverty rate about three
times the rate for elderly whites.
Individuals who are members of two or
more of these high risk subgroups are
much more likely to be poor.

Percentage Of Persons Below

- 150X Of Poverty

1982 POVERTY RATES FOR SELECTED ELDERLY SUBGROUPS

Perceat Below
Poverty level

15
18
R)
4.
66

Elderly
Subgroup

All Elderly

Elderly Women

Flderiv Living Aloue

Elderly Blacks

Elderly Black Women
Living Alome

Sourcr: US Bureau of the Census, Poverty pDivision
tUnpublished Data, 1984.

)
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6. OLDER CITIZENS TEND TO HAVE
MGRE ACTIVE VOTING PATTFRNS
THAN THE YOUNG.

in the last five presidential
elections, the peak voting group has been
the 55-64 age group (roughly 70 percent
voting), with the 45-54 and 65-74 age
groups vying for second place. Over this
same period, citizens 75 and older voted
in greater proportion than the under 25

age group.

These trends in voting patterns are
expected to continue — perhaps intensify
— in the future,

6

PERCENT VOTING IN PRESIDENTIAL ELECTIONS
BY AGE GROUP
1964- 1908

7. THE FUTURE ELDERLY WILL BE BETTER EDUCATED.

In 1982, more than 40 percent of
the elderly had finished high school, in
comparison with less than 20 percent of
the elderly in 1960. There were
comparable increases in the percentage
of college graduates. Since more of
today's under-65 population are finishing
high school and going to college, and the
median number of years of schooling is

increasing (now over 125 years),
tomorrow's elderly are expected to be
better educated chan today's.

Better education is important
because it is related to other factors:
those who are better educated tend to
earn more in their lifetimes and to stay
in the work force longer.

L ——— I

FDUCATION OF ELDERLY AND FUTURE ELDERLY
BY RACE AN SPANMSH ORIGEN, 1948

PERCENT M G SIHGOL GRATLATES

AGE IN 1980

-~
-

R _
EDUCATON OF ELDERLY AND FUTURE ELDERLY
BY RACE AND SPANISH ORIGIN, 1980

PERCENT COULEGE GRADUATES
]
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SOURCES OF SUPPORT FOR THE ELDERLY

Prior to the establishment of the
Social Security system, the primary
sources of support for the elderly were
income from family and employment.
Since the 1930s, most experts have
tended to discuss retiremnent income as a
three-legged stool made up of Social
Security benefits, savings, and pensions
despite the fact that earnings from
employment have provided a greater
source of income than all other sources
except Social Security. In the next
century, income from employment will
become an even more important and
. better recognized source of income for
the elderly.

1. SOCIAL SECURITY WILL CONTINUE
TO BE THE LARGEST SINGLE SOURCE
OF INCOME.

More than 9 out of 10 of the elderly
received Social Security benefits in 1981,
with 65 percent relying on Social
Security for half or more of their total
income.

The importance of Social Security
income increases for the elderly
subgroups who are most vulnerable: the
very old, blacks, and women living
alone, In 1981, Social Security
accounted for about 37 percent of money
income for the average elderly individual
and for nearly 80 percent of the cash
income of the low-income elderly (those
with incomes of $5000 or less). Onc-
fifth of the elderly living alone and two-

tTh

fifths of the black elderly living alone
received 90 percent or more of their
income from Social Security.

A majority of elderly families can
expect over half of their income to come
from Social Security at the turn of the
century.

RELATIVE SIGNIFICANCE OF SOURCES OF MONEY INCOMY
FOR THE ELDERLY *
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2. LARNINGS CONTINUE TO BE AN
IMPCRTANT INCOME SOURCE.

Even though there is a growing
trend toward early retirement, earnings
from employment continue to be the
second largest single source of income
for the elderly (25 percent of income for
all elderly in 1981). As the level of
income decreases, so does the
contribution of earnings.

Future trends related to
employment income for individuals 65
and older will be addressed more fully in
the chapter entitled "Employment and
Retirement."

3. ASSET INCOME MAY BECOME
MORE IMPORTANT TO HIGHER-
INCOME ELDERLY.

In 1979, only about 6 percent of the
elderly received income from savings and
other assets and most of them reported
less than $1,000 of income from that
source. However, since income from
assets amounted to 20 percent of the
overall income of the elderly some
elderly do have significant savings.

Future retirees may have a better
opportunity to build assets due to the
liberalization of the eligibility rules for
establishing  Individual  Retirement
Accounts (IRAs). Use of IRAs increased
from 3.4 million (7 percent of those
eligible) in 1981 to 12.1 million (17
percent of those eligible) in 1983.

Although the long-term impacts on
savings are still uncertain, initial studies
indicate tr~t IRAs may not be
encouraging LW savings and
investment. In 1982, more than half of
all funds placed in IRAs came from
current savings rather than new savings.

Research shows IRA use:

o is concentrated among high income
groups; .

o is not as evenly distributed across
income levels as employer-sponsored

pensions; :

o increases with age;

o is more likely to be selected by
women than men.

In sum, even though IRAs could
have a positive effect on the asset
income of future retirees overall, IRA's
primary effects would be concentrated

on today's upper income group.

4. ABOUT HALF OF PRIVATE SECTOR
EMPLOYEES ARE COVERED BY
PENSION PROGRAMS; ABOUT ONE-
FOURTH WILL RECEIVE PENSIONS.

As of 1983, about 50 percent of all
private industry employees 18 years old
and older were covered by pensions in
their current jobs. That percentage is
expected to be stable for the foreseeable
future. If past behavior continues, about
half of the covered workers or one-
fourth of all workers can expect to
receive pensions when they reach
retirement age.

Among today's elderly, about 28
percent of men and 10 percent of women
actually receive pensions. Average
annual payments are about $4200 and
$2400 per year, respectively.

Labor unions have been a major
driving force behind the establishment
and growth of private pension plans in
the past. Union membership has been
declining in recent decades and many of
the new "knowledge" industries are less
unionized than the basic industries. To
the extent that union membership is an
indication of pension coverage, the
percentage of pension coverage is not
expected to grow greatly in coming
years,
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On the other hand, greater numbers
of women in today's workforce will result
in more elderly women in the future who
have pensions of their own. Between
1979 and 1983, 3.3 million women were
added to the non-agricultural labor force
and 1.2 women gained entitlement to
future retirement benefits. However,
many women workers still have work
patterns and occupations that do not lead
to maximum pension coverage. Recent
changes in laws affecting pension
programs could also cause the number of
people covered by private pensions to
grow somewhat (e.g., . requiring a
company to continue to vest workers
during maternity or paternity leave,
lowering the age at which work counts
toward vesting, and allowing pensions to
be allocated as part of divorce
settlements).

This topic is discussed more fully in
the section entitled "Employment and
Retireme-nt"

5. TODAY, FEW POOR ELDERLY
APPLY FOR PUBLIC ASSISTANCE;
TOMORROW, MORE ELDERLY MAY
APPLY.

Very few elderly people participate
in public assistance programs today and

FEovsae i Ves

only a small portion of cash income
comes from that source. In 1981, only
half of the elderly with incomes below
the poverty line received public
assistanee.

The Supplemental Security Income
program (SSI), a federal program with
state supplements, provides most public
assistance income for the elderly, but
this program has a very low elderly
participation rate. The reasons for low
participation. by the elderly in public
assistance programs are not fully
explained. In pert, low participation is
said to be caused by an inability to deal
with the system and by an unwillingness
to accept "welfare”.

In addition to cash contributions,

" the government provides benefits to the

elderly in the form of medical care, food
stamps, publicly-owned or subsidized
rental housing, and energy assistance.
These benefits have expanded markedly
in the past few years, from $10 billion in
1971 to over $60 billion in 1983.

The future elderly, who will have
grown up with much greater exposure to
public assistance programs, may be more
adept at dealing with the system and
may feel less stigma from accepting such
assistance,
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6. SOURCES OF ELDERLY INCOME
ARE RELATED TO INCOME LEVELS.

Elderly people with low and moderate
incomes — most of the elderly — get the
majority of their income from Social
Security. At incomes above $12,000 per

year, earnings become an important MEDIAN INCOME OF PEFSUNS AGE 65 AND OVER BY SEX

income source. - CONSTANT 1081 DOLLARS

7. ELDERLY INCOME IS MODEST;
HALF OF WOMEN AND BLACKS ARE - MEN
BELOW $5000.

On the average, income for elderly g

individuals is modest, but men have much at WOMEN
higher incomes than women, and whites
have much higher incomes than blacks. w000

In 1981, about half of elderly white
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women and black men — and 80 pe~cent YEARS
of black women — had incomes below T TR 2 2
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= SNEICHAPTER TWO

EMPLOYMENT AND RETIREMENT

Concerns over the future costs of
Social Security, federal retirement and
other income programs for the elderly,
lead policy-makers to consider ways to
prolong labor force participation. Any
incentive to keep older workers in the’
labor force must compete successfully
with the growing trend of early
retirement. On the other hand,
provisions such as those in the 1983
Social Security Amendments to raise
retirement age from 85 to 67 after the

turn of the century may penalize those
who, because of health, diserimination,
or unemployment, are forced to retire
early with reduced benefits. =

A key policy question for the future
is how to provide cost-effective
incentives to an increasing proportion of
healthy elderly who can work in a
productive economy free of age
discrimination and without penalizing
those who must retire early.

1y
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WHAT ARE THE FACTS?

MEN ARE LIVING LONGER, BUT RETIRING EARLIER
WOMEN ARE WORKING FOR PAY LONGER

Life expectancy continues to
increase. By the year 2000, men can
expect to live 10-15 years after reaching
age 65 while women can expect to live
15-20 more years. Physical and mental
capabilities do not automatically
deteriorate at 65. So, for an increasing
proportion of people, life after 85 can be
productive and less constrained by
functional limitations. Accordingly, the
number and quality of years that persons
over 65 can expect to live has prompted
a review of what constitutes "normal”
career and retirement patterns.

As men live longer, they are
spending a smaller portion of their
lifespans in the labor force even though
the number of years they work is
longer. For example, a man born in 1900
could expect to live about 46 years. He
would work for 32 years (69 percent) and
be retired for only about 1 year (3
percent). A man born in 1981 can expect
to live about 70 years. He will work for
38 years (55 percent) and be retired for
about 14 years (30 percent).

In 1983, the labor force
participation rate for elderly men stood
at 17 percent down from 46 percent in
1950. From 1970 to 1983, the rate for
men aged 55-to-64 dropped from 83
percent to 69 percent.

” women are both living longer and
working for pay longer than their
predecessors. As women live longer,
they are spending a smaller portion of
their lives in child bearing and rearing.
A woman born in 1900 could expect to
spend 18 years of her 48-year lifespan
(37 percent) bearing children; a woman

‘I
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born in 1981 can expect to spend only 10

years of her 78-year lifespan (13 percent) CIVEIAN LANCR FORCE PARTICIPATION RATES
bearing children. In the future, more of FORMEN 1048 - 1063

the job of rearing those children will be bt —

shared with others. T—

20+
Women's labor force participation - -—ee
reached a new high of 52.9 percent in ] ]
"

1983 (48.5 million women), up from 52.6
percent in 1982. This is a slower rate of
growth than in the decade of the 1870s
when there was an increase of more than
1 million women every year. Middle-

aged women (45-54) have increased their
labor force participation rates from 38
percent to 62 percent since 1950. The
rate for women aged 55-64 went from 27 o0 ‘&w
to 42 percent. The overall female labor

participation rate is projected to reach 194
65 percent by 1995. The increases in
labor force participation among younger S imee e wve wee
and middle-aged women have not been ‘ )
translated into an increase in N emte 1o bt Foros Fareis spatim

A CRharthoox, ™ (Mashiglay,

participation at the upper ages. As of v, 1aa

s 3

1983, only 7 percent of all women 65 and
older were in the labor force, down

somewhat from the 10 percent of 1950. ——
GIVILIAN LABOR FORCE PARTICIPATION
There are numerous factors in an FOR WOMEN: 1848 — 1083
individual's decision to retire, but the 100
decision tends to be based primarily on
health status and the availability and
level of potential retirement income.
Mandatory retirement rules probably do
not account for much of the male labor
force withdrawsl since the trend toward
retirement is pronounced in the pre-65
labor force,
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WHAT ARE THE FACTS?

U.S. LABOR FORCE WILL CHANGE DRAMATICALLY
IN THE NEXT DECADE

Labor force growth for all of this
century is likely to be very different
from the pattern of the 50s, 60s, and
70s. Nearly all the growth in the next
two decades will be middle-aged adulis.
Between 1980 and 1995, workers aged
25-54 will increase by almost 30 million
while both younger and older age groups
will decline. The number of workers 16-
24 will drop by over 4 million.

Experts do not agree on the effects
of these growth patterns on the
employment of older workers. Some
analysts argue that the impending
shortage of young workers will be an
incentive for employers to retain or hire
older workers. Others argue that the
enormous increase in workers in their
prime working years could be a "surge
from below™ that will tend to push older
workers out of the “abor force,

LABOR FORCE GROWTH OF THE POPULATION
BY AGE 1955 — 1985

1960 1900 1990 1U70 1970 1960 1908 1990 LW

Fallnenon, Neeatrd, abd Jote Techetrwr. “Thw ¥eS
Labif Furos: & Boviond k. Nanthly febor Rewiew.
U8 Murret uf lador STafistics, &ovwaber 1944,

Saugon:

WHY IS THIS SSUE DIFFICULT?

EXPERTS DISAGREE ON THE ECONOMY'S ABILITY TO CREATE JOBS

The economy of the United States
has been in serious straits for the last
ten to twelve years, with lower
productivity growth, sharper competition
from abroad for markets, sharply higher
energy prices, high inflation and high
unemployment. Federal budget deficits
are at historical high points. Business
and government leaders have been
struggling to find the mix of policies that
will lead to economic growth and full

employment. In this environment,
projections about the longer-term
performance of the economy are

extremely uncertain,

One’of the central uncertainties in
the jobs debate is the potential impact of
technological advances on
opportunities. Some analysts predict
that the introduction of new technologies
will result in many new jobs. Other
gnalysts predict that the new
technologies will produce a net job loss.

In an expanding economy, much of
the concern about jobs disappears, but
few economists anticipate a return to
the unprecedented growth rates of the
1950s and 1960s, when a rapidly
expanding economy and low inflation
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provided jobs for almost all who wanted
them and improved retirement benefits
for those who wanted to retire. But
some economists are projecting dramatic
expansion for the economy toward the
end of this century. If the economy
should gxpand rapidly, the older more
experienced workers could be leading the
boom. According to some, employment
in the service sector may grow by 31
percent between 1981 and 1990, Even
though the goods-producing industry will
grow more slowly, employment there is
expected to grow by 13 percent. Among
occupations, the Bureau of Labor

Statistics expects growth to be greatest
for professional and technical workers,
service workers and clerical workers.

The uncertain economic future is
bringing considerable disagreement on
whether a sufficient number of jobs will
be available through the end of the
century to accommodate the availab'e
supply of workers. With a bumper erop
of middle-aged workers on the horizon,
many question whether it would be wise
to provide incentives that encourage
older workers to stay in the labor foree,

PROJECTED GROWTH OF OCCUPATIONS AND CURRENT
ELDERLY PARTICIPATION

1

P | a1l s

Projected

i |

»

Growth of Occupations (%)
1981-1990

A
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Max, Carey, "Occupational Employment Growth
Through 1990," Monthly Labor Review, August

1981.
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WHY IS THIS ISSUE DIFFICULT?

DEPENDENT POPULATION WILL GROW
AT FASTER RATES THAN WORKING AGE POPULATION

The conventional way of looking at
the burden on workers is through the
"dependency ratio" or "support ratio”.
This ratio compares the number of
people of "working age" (18-64) to the
number of dependent young (under 18)
and the number of elderly (over 64).

Although there will be a slight
inerease in the ratio of those regarded 8s
dependents to those of working age, the

y ratio looks promising over
the remainder of this century. Many
analysts believe that continuing low birth
rates in the coming decades will
completely offset the increase in elderly
citizens so that the total number of
dependents will remain stable.
Nevertheless, since elderly dependents
require more resources than an
equivalent number of dependent children,
there will be increasing demands upon
the working age population.

After the year 2010, the senior
dependency ratio may become a problem
for Social Security. For example, the
SSA projects that the ratio of tax payers
to beneficiaries will have dropped from
3.2 in the early 1980s to 2.2 by 2025 — a
decline of about one-third.

DEPENDENCY RATIOS OF THE US. POPULATION

1900 — 2050
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WHY IS THIS SSUE DIFFICULT?

RETIREMENT AND PENSION POLICIES AND ATTITUDES
MAY BE BASED ON YESTERDAY'S STATISTICS AND EXPECTATIONS

Earned Benefits

The Social Security and Medicare
systems are financed on a pay-as-you-go
basis, as is the pattern in most developed
nations. Current benefits are funded
from current income rather than from
payments contributed by and for those
individuals during their working years.
This system worked well in the climate
of economic prosperity following World
War I when the number of workers
paying into the system was growing
rapidly and the number of retirees was
low. However, such programs will be
adversely affected by poor economic
environment, the higher elderly
dependency ratio, and the increase in the
life expectancy of retirees during the
1970s,

Congress has passed legislation to
increase income to the system and over
the next three decades to build up a
surplus for the senior boom in the next
century. Between now and 2010, there
will be only a moderate growth in the
number of Social Security beneficiaries.
With the increases in payroll taxes
already scheduled, a surplus should
accrue in the Social Security Trust Fund
that would provide adequate support to
Social Security retirees into the next
century. :

Since they have paid into the
system over many years, most Social
Security recipients look at their benefits
as earned benefits. At the same time,
however, the average beneficiary will
continue to receive more from Social
Security than is contributed in payroll
taxes.

3B-861 O - B84 - §

Early Retirement

In the 1950s, many pension
programs were changed to encourage
older workers to retire, in the belief that
the total number of jobs in th2 economy
was fixed and younger workers needed
jobs the most. Even though the U.S.
economy has created jobs at an
exceptional rate in the 1970s, and even
though the number of elderly non-
workers has increased dramatically in
comparison to the numbers of workers of
all ages, many people continue to believe
that it is better to move older workers
into retirement to "free up" jobs for
younger workers.

Many companies use various
incentives to ease their workers age 55
and over into retirement. With the
upcoming growth in the workforce aged
35-54, there will be less room at the top
than usual and more competition for
mid- and high-level positions. Such
competition may intensify the feelings of
younger workers that the older workers
should leave and "make room" for the
next generation. In medium- and large-
sized firms, more than 90 percent of
white-collar workers can retire by age
59, if they have served the required
number of years. Among blue-collar
workers, 80 percent could retire by age
55. Some companies supplement the
early retiree's income until he or she is
eligible for Social Security benefits.

Other incentives include:

o A growing perception that the
economy may not get better and that the

30



wiser course of action is to retire with a
better benefit package than might be
available at some later time, (However,
the perception is somewhat offset by
uncertainty in the economy and fears of
what inflation might do to a fixed
retirement pension.)

o Older workers in low wage jobs tend to
retire earlier as the Social Security
payments replace a larger proportion of
low wage earners’ pre-retirement
income.

o Only a small proportion of private
retirement plans (6 percent) increase the
size of pension or monthly payment to
account for working beyond the normal
retirement age. (Social Security, for
example, provides only a slight credit for
delayed retirement.)

Coverage

Labor unions have been a major
driving force behind the establishment
and growth of private pension plans in
the past. Union membership has been
declining in recent decades and many of
the new "knowledge" industries are less
unionized than the basic industries. To
the extent that pension coverage is
affected by union membership, the
percentage of coverage is not expected

18

to groﬁ greatly in coming years.

On the other hand, greater numbers
of women in today's workforce should
result in more elderly women in the
future who have pensions of their own.
Recent changes in laws affecting pension
programs could also cause the number of
people covered by pensions to grow
somewhat (e.g., requiring a company to
continue to vest workers during
maternity or paternity leave, lowering
the age at which work counts toward
vesting, and allowing pensions to be
allocated as part of  divorce
settiements). However, many women
workers still have work patterns and
occupations that do not lead to maximum
pension coverage.

Effects of Inflation

Very few private pension plans
(only about 3 percent) provide for cost of
living increases, Yet an annual inflation
rate of 5 percent for 15 years can erode
the real value of private pension benefit
by about one-half. An inflation rate of
10 percent for 15 years would reduce the
benefit to one-quarter of its original
value. Inflation is the greatest threat to
those who depend on private pensions and
assets.

31



19

SUMMARY

The employment and retirement
decisions of the elderly and near-elderly
could have a major impact on the
solvency of pension and Social Security
programs. Unfortunately, there is major
uncertainty about the economic future of
the country and about the combined
effects of countervailing trends.

On the one hand, we should expect
to experience increased public costs of
retirement as a consequence of increased
life expectancy and a continuation of an
historic trend toward earlier
retirement. On the other hand, =&
shrinking supply of entry-level youth and

the potential need for greater experience
and skill in the workforce may lead to an
enhanced receptivity to maintaining
older workers in the workforce.

Experts disagree as to projections
about the overall economic future,
including the nature of the future
workforce and labor demand by
occupation and industry. It may be
necessary to monitor and analyze the
interactions of a broad spectrum of
driving forces before it will be possible
to develop coherent public policies in
this area.

UNANSWERED QUESTIONS

1. How do we define "a reasonable
standard of living" for the elderly?

2. What is the appropriate degree of
publie-private coordination with respect
to retirement policy?

3. What is the purpose of Social
Security? Should it provide & minimum
benefit level or be used as the primary
retirement income?

4. What are the trade-offs between
adeguacy and equity in our retirement
income system?

5. Will present contributors to Social
Security payroll taxes receive what they
believe to be a fair rate of return when
they retire?

6. Can workers be expected to assume
greater responsibility for their own
retirement support?

7. To what extent do higher payments to
Social Security payroll taxes substitute
for other savings or investment by

employees, by employers?

8. What is an appropriate mix of public
and private sources of income? What
portion of retirement income should be
earned by saving, investing, or paying
into Social Security or a pension plan?

9. Should the government attempt to
provide incentives or disincentives to
employers that will result in more
widespread participation in private
pension programs? Greater incentives
for individual savings?

32



10. As a result of changes in the age
composition of the labor force and other
factors, what will be the demand for
older workers? Will there be a need to
encourage their continuation in the labor
force? Will oider workers be asked to
perform entry level jobs usually filled by

younger people?

11. How will increased introduction of
robotics and automation impact
productivity, quality of life, and the
numbers and types of employees in
various industries and occupations?

12. What kind of jobs will characterize
the economy of the future? Will older
workers be suited to those jobs? Could
they be retrained?

OPTIONS

The option statements presented on
the next few pages are intended to
stimulate thought and discussion. They
are not comprehensive, nor are they
endorsed by the  Congressional
Clearinghouse on the Future, the House
Select Committee on Aging, or any other

organization or individual involved in the
preparation of this report. Their sole
purpose is to introduce the reader to the
variety and scope of options that have
been raised in this area, so understanding
and useful debate will be enhanced,
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CAUTION: The options shown here are not endorsed by the House Select Committee on Aging or the Congressional
Clearinghouse on the Future; they are presented for information and discussion only.

ISSUE AREA: EMPLOYMENT AND RETIREMENT -
OBJECTIVE: Provide incentives and remove disin-
centives for older workers who want to stay in
the labor force and maintain supply of workers,
~ ILLUSTRATIVE OPTION 1 ILLUSTRATIVE OPTION 2 ILLUSTRATIVE OPTION 3
'Ewourage the increased avail- Further liberalize the penalty Provide greater incentives to encourage
ability of part-time employ- paid by current Social Security prolonged labor force participation

ment and other flexible work

recipients under 70 with annual

by increasing the credit given for

options for older workers. wages above $6960. retirement beyond that incor~
porated in the 1883 amendments,

PROS PROS PROS . -

1. Maintains skilled workforce 1. Would remove ;;mlty for 1. Would encourage delayed retiren;;\t,

adequate for producing goods working. but allow early retirement.

and services for the nation. 2, Could encourage delayed

2, Softens shock of retirement retirement.

(psychologieal and, possibly, 3. Would increase revenues from

financialk income taxes.

3, Older people who work tend

to have higher living standard

and eushion against inflation,
CONS CONS CONS

1. May reduce the number of
jobs available for the younger
population.

1. Would benefit the most
affluent of the elderly.

2. Would require significant
additional federal outlays ($2
billion in 1984).

3. Might have little impact
on elderly labor force

participation,

34

1. Would increase costs,
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CAUTION: The options shown here are not endorsed by the House Select Committee on Aging or the Congressional
Clearinghouse on the Future; they are presented for information and discussion only. :

OBJECTIVE: Provide incentives and remove disincentives for older workers who
want to stay in the labor force and maintain supply of workers.

ILLUSTRATIVE OPTION 4

Foster more full-time employ-
ment on the part of women,
and/or revise immigration
policies.

PROS

1. Could offset shrinking
pool of young entry-level
workers.
2. Could avoid need to reverse
trend to earlier retirement,
maintaining freedom of choice
for elderly.

CONS

1. Immigration policy is a
sensitive and controversial
issue.
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CAUTION: The options shown here are not endorsed by the House Select Committee on Aging or the Congressional
Clearinghouse on the Future; they are presented for information and diseussion only.

ISSUE AREA: EMPLOYMENT AND RETIREMENT

OBJECTIVE: MInimize hardshi]

OBJECTIVE: Spread the costs

OBJECTIVE: Improve the financial

to elderly due to technologi- and benefits of Social Security position of the Social Seeurity
cal innovation, eto. more evenly across society. System.

ILLUSTRATIVE OPTION 1 ILLUSTRATIVE OPTION 1 TLLUSTRATIVE OPTION 1
Devise retraining Incentives — Change the basls for Soclal Make Soclal Securlty a more
(e.g., tax credits to employ- Security funding so that it is progressive program by increasing
ers), to enhance employability financed equally by the em- benefits to lower income groups
of older workers. ployee, the employer and the and decreasing them for higher

Federal Government instead of groups.
by the first two only. B
PROS PROS PROS
X, Would maintaln productive 1. Would Tower the highly 1. Could reduce government costs.
work force. visible payroll tax on 2. Would focus resources on the
2. Would increase supply of employer and employee. truly needy.
marketable workers, 2. Perceived savings
might be wed by employers
to expand private pension
systems, hire additional
workers, and invest in the
industry,
CONS CONS CONS
1. Could increase costs, 1. Would mask long-term 1. Politieally explosive,
1. Employers tend to take only solvency problems of Social 4. Would violate existing "contracts®,
-he "eream”, not those most in Security system.
yeed of retraining. 2. May erode workers'
- perceptions that benefits
are directly linked to
their employment.
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ALLOCATION OF HEALTH CARE RESOURCES

Costs for health care in this
country have increased at a startling

rate across the board, not just for the -

elderly. However, the elderly population
is a major user of health care services
and, because the elderly population is
increasing — particularly the 85+ group
- there are fears:

0  Fears on the part of the elderly
that as out-of-pocket health care
costs continue to increase and as
current health care support is
reduced, they will be unable to
afford the care they need.

o Fears on the part of the young that
by the time they become
beneficiaries of Medicare, the
sysiem will be insolvent or

&
~ L

restructured, and they will receive
fewer benefits than do current
beneficiaries.

o Fears on the part of Congress and
the Executive Branch that rising
health care costs will lead to
insolvency of the Medicare Trust
Fund or to larger federal budget
deficits, or both.

This is an area in which we do not
have the luxury of lead-time: the
problem is immediate. It is also an area
in which there are no clear, easy
answers. Congress will have to struggle

to balance issues such as government
reguhtion, quality, freedom of choice,
effectiveness, efficiency, and equity
across society as it makes policy in this
area,
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WHAT ARE MEDICARE AND MEDICAID?

MEDICARE

Medicare is a federal program that was created in 1965 to help pay the
health costs of older Americans and the disabled. All elderly Social Security
and railroad retirement recipients are eligible for Medicare. Elderly
individuals who are not entitled to automatic hospital coverage may purchase
the Hospital Insurance.

—Medicare Part A (Hospital Insurance or HI) covers hospital costs, hospice
costs and short term (less than 100 days) nursing home and home health
costs. Part A is financed by a portion of the Social Security payroll tax.
Recipients are responsible for a $356 annual deductible and for copayments
during long hospital or nursing home stays.

—Medicare Part B (Supplemental Medical Insurance or SMI) covers physician
services, hospital out-patient services, laboratory, and other medical
services. Part B is partially financed (25 t) through monthly fees paid
by the recipients and partially (75 percent) through general tax revenues. In
1984, recipients paid $14.60 per month. Recipients are responsible for a $75
annual deductible and 20 percent coinsurance on covered services.

In addition to the limits on long-term care and home care, Medicare does
not cover eye examinations and eyeglasses, hearing examinations and hearing
aids, drugs, and routine dental treatments and dentures.

MEDICAID

Medicaid is a federal and state program that helps certain low-income
individuals of all ages get medical care, Eligible individuals include recipients
of Aid to Families with Dependent Children (AFDC) and Supplemental
Security Income (SS1), and may include those receiving other cash assistance
or needing nursing home care, In 1980, 18 percent of Medicaid recipients
were elderly and 37 percent of program costs were for elderly recipients.

Medicaid covers a wide range of medical services including
hospitalization, physician care, laboratory, and x-rays. Unlike Medicare,
Medicaid pays long-term nursing home costs. Nursing home costs represent
about 75 percent of the Medicaid costs for the elderly.

As of 1881, the federal government was paying 55 percent of total
Medicaid costs. In that year and several subsequent years, Congress voted to
reduce federal payments to the states for Medicaid. Although those
reductions are scheduled to end as of fiscal year 1984, the percentage the
federal government will pay of total Medicaid costs is expected to remain in
the 55 percent range.
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WHAT ARE THE FACTS?

HEALTH CARE IS TAKING MORE OF
OUR NATIONAL INCOME.

National health care costs — for all
services, for people of all ages — have
been growing faster than our national
economy for many years. In 1960, about
5 percent of our Gross National Product
(GNP) went for health care; in 1983,
nearly 11 percent of GNP went for
health care. Total national spending in
1984 will be about $350 billion. About
one-third of that total ($120 billion) will
go tc meet the health needs of the
Nation's 28.5 million elderly citizens.

HEALTH CARE IS TAKING MORE OF
THE FEDERAL BUDGET.

In 1970, about 9 percent of the
total Federal budget went for health
care; in 1985, about 11 percent of the
budget will be for this purpose.
Medicare payments alone have grown
from less than 4 percent of federal
budget outlays in 1970 to an estimated
6.7 percent in 1985.

HEALTH CARE IS TAKING MORE
DIRECTLY OUT OF THE ELDERLY'S
POCKETS.

In 1984, elderly individuals will
spend an average of $1526 out of their
own pockets (including Medicare
premiums), about 15 percent of their
total income. This is a higher proportion
than they were paying before Medicare
and Medicaid were enacted, and will
continue to increase in the future.

NATIONAL HEALTH COSTS AS PERCENT OF GNP

(Ovees Betsomal Predust)
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WHAT ARE THE FACTS?

MEDICARE COSTS COULD MORE THAN DOUBLE BY 1990
MEDICARE GROWTH WILL CONTINUE AT A SLOWER RATE

Medicare and Medicaid are the two
federal programs which have financed
large portions of the health care services
for the elderly. From relatively modest
beginnings, both of these programs have
grown to major proportions. For
example, Medicaid paid a little over $1
billion in support of the elderly in 1972
and almost $6 billion in 1982. Medicare
has grown from $4.7 billion in 1967 to
$52.2 billion in 1982. Projections to the
year 1990 show an increase to $132
billion in Medicare spending. Though the
increase is high, the average rate of
increase for the 1882-1990 period is
expected to be less than 12.5 percent —
a much lower rate than the average for
the 1975-1982 period of 18.9 percent.

Despite recent increases in cost-
sharing, new cost-saving provisions, and
a reduced rate of inflation for medical
expenses, Medicare costs are still
expected to grow at a rate faster than
the economy, the elderly's income, or the
federal budget during the 1980s. The
Hospital Insurance Trust Fund of
Medicare (Part A) is expected to be
depleted by the end of the decade. The
total costs of Medicare Part B are
expected to increase by nearly 16
percent per year through 1988, much
faster than elderly income, the economy,
or general tax
elderly and the

program’ are expected to
be in financial difficulty by the end of
the decade.

MEDICARE BENEFIT PAYMENTS 1967-1990
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WHAT ARE THE PACTS?

THE GLDERLY NEED AND SPEND . : —
MORE ON HEALTH CARE THAN THE | O O InOLOVES OF NEALTH EXFENDITURES
NON-ELDERLY. - _

The elderly have more severe and
chronic illnesses and more disability than
the non-elderly. As a result, the elderly
as a group accounted for about 11
percent of the overali population and
about one-third of the nation's health
care costs in 1981, Per capita health
care expenditures were estimated at
$828 for persons under age 65 and $3140
for persons 685 and over. Even when ] -
nursing home costs are removed from the i o

calculation, per capita expenditures fgr rter “hpendatutess for e Noudieal cam
elderly individuals in 1981 were still O A A A
thl‘ee times th@e fOl' the youngel' ;'llix;;lfhm .u:d E:}x-z;:;tur;l .sur:w;.

N . ali Qeert, N . N, 1. M=duoU
pOpUlﬂthﬂ. Hf .w,mmuxgrm,, DoC.o: USURC, Roaw ety (9N ¢

A SMALIL. GROUP NEEDS A LARGE
AMOUNT OF CARE AND ACCOUNTS
FOR A MAJOR PORTION OF COSTS.

Most health care costs oceur during
the last two years of life, regardless of
the age at death. Since the majority of
deaths occur in the elderly population,
this is one major reason why the elderly
account for a high proportion of overall
health care costs. Even among the
elderly, however, nearly all (95 percent)
live in the community in a given year and
a large majority of these (75 percent)
spend less than $1000 per year on health
care services such as hospitals and home
cure,

A very small group of the elderly
accounts for a large proportion of the
expenditures., In 1980, for example, 5
percent of the elderly accounted for 22
percent of elderly health care
expenditures. Medicare and Medicaid
expenditures are even more concentrated
on a small proportion of the users —
primarily those receiving hospital or
nursing home care.

r -
wapelpy
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WHY IS THIS A DIFFICULT ISSUE?
MEDICARE AND MEDICAID HAVE HAD POSITIVE RESULTS

Prior to the inception of Medicare
and Medicaid, many of the elderly could
not afford adequate medical care. One-
third of the elderly had no health
insurance prior to 1965. The elderly
were spending nearly 15 percent of their
income on health care.

Between 1955 and 1967, death rates
for U.S. elderly were fallinag at a lower
rate than in the developed European
countries. For the decade after the
introduction of Medicare and Medicaid,
death rates for the elderly in the U.S.
fell at a faster rate than in the European
countries.

Some analysts argue that the
various age of the elderly
population are healthier than their
counterparts were in earlier decades.
However, chronic disease and disability
statistics demonstrate that the numbers
and proportions of frail elderly are
increasing. The comparative health
status of yesterday's, today's, and
tomorrow's elderly is a topic of current
debate.

ACCESS TO HEALTH CARE:

Number ot
Physician

Visits

Poor Fliderly 5.0

The gap in use of health care
services between the poor and non-poor
elderly has been substantially narrowed.
It should be noted that even equal use
would not necessarily result in adequate
care since the poor elderly tend to be in
poorer health than the overall elderly
population and need more health care.

%
COMPRARATIVE INPROVEMENTS IN DEATH RATES FOR THE ELTERLY

1

]
b

&

®

€2 OTHER -23

PERCENT CHANGE IN DEATH RATES

1955 - 67 1068 - 77

totvm  BBRIC N f Colmon & ok] Regenl, (SRS ] .

1980

Proportion
Hospitalized
During the Year

Total
Costs

16% No

significang

nonpoor Elderly Wb 19% difference

rcurrent Estimates from the Health Intorview
Survey: US 1980," Vital and Health Statistics,
Series 10, National Center for Health Statistics

Source:

USGPO, 1980).

{Washington, D.C.:
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WHY IS THIS A DIFFICULT ISSUE?

HEALTH CARE COSTS ARE INCREASING FOR ALL AGE GROUPS

It will be difficult to bring
Medicare and Medicaid costs under
control because these programs are
subject to the same general factors that
are making health care costs rise for all
groups in the population: inflation, an
increase in services per beneficiary, use
of costly new medical technology, and
lack of incentives to control costs.
Contrary to popular perception, the least
importent factor in cost increases
between now and 1995 will be the
increase in the elderly population.

INFLATION ACCOUNTS FOR MORE
THAN HALF OF COST INCREASES.,

Inflation is the single most
important contributor to the growth of
health care costs in the last decade,
Between 1972 and 1982, an estimated 58
percent of the increase in health care
costs was attributable to general
inflation.

If general inflation continues at its
current lower rate, the rate of increase
in health care costs should also slow.
However, medical care price inflation
has also been a major contributor and
will have to be dealt with separately. In
1983, medical care price inflation rose
twice as fast as general inflation.

SERVICE INTENSITY ACCOUNTS FOR
A QUARTER OF MEDICARE
INCREASES

The rise in volume of services per
beneficiary is the second most important
cause of increases in Medicare costs.
The Office of Technology Assessment
(OTA) estimates that 24 percent of the
93 percent increase in per capita hospital
costs between 1977 and 1982 can be

attributed to an increase in the use of
covered services,

On the average, Medicare-covered
hospital patients are given more hospital
services, medical and surgical services,
drugs, and medical devices than the
general hospital population. Though the
elderly generally need more care, a

portion of the high use of hospital
services may result from a lack of

incentives to wuse less expensive
ambulatory care and from the desire of
providers - to maintain high hospital
occupancy.

NEW TECHNOLOGY

Medical technology is a major
factor in increasing health care costs.
Medicare's policies are a key factor in
the adoption and use of these
technologies. The cost attributable to
technology changes is difficult to
estimate since it is closely tied to
changes in intensity of care. In addition,
new technology can be judged
appropriate or inappropriate only in
terms of whether or not it improves the
quality of care. However, there is an
intense debate over whether or not an
assessment of new technology must
consider its impact both on health status
and on cost.

LACK OF INCENTIVES TO CONTROL
COST

Third—Partv Fi -

Most third-party financing of
health care is said to insulate the patient
from considering the cost when making
decisions about services and to insulate

the physician from concern about the
patient's ability to pay for services. This
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ndistance" from the costs can lead to an
inerease in the numbers of procedures
and tests performed and, particularly, to
an increase in high-cost procedures.

Medicare already requires that the
elderly pay a significant proportion of
the costs of their care. In addition to
serious questions about the ability of the
elderly to pay more, recent studies
indicate that additional Medicare cost
sharing would not be likely to slow cost

growth.

Medicare's new prospective
payment system attempts to control

32

great deal of diseretion in the treatment
of their patients. For example, the
individual physician usually determines
whether or not a patient will be
hospitalized. There are large differences
among regions of the U.S. in the use of
hospitals by Medicare patients. For
example, North Dakota has a hospital
‘rate nearly twice that found in
Maryland. In addition, several studies
have shown that the kinds and costs of
ital treatment in a community are
more related to the numbers of
physicians and their specialties than to

the health of the population.

costs without increasing cost-sharing by -

the elderly.
reimbursement-per-admission
(Diagnostic Related Grouping — DRG)
schedule, Medicare is seeking to reverse
the incentives provided by the previous
Medicare paymant plan. Earlier,
providers were reimbursed for each
service for each patient, regardless of
total cost.

Reimbursement For Procedures Rather
Than Results

Physicians are reimbursed for
procedures performed, tests completed,
physician visits, ete., rather than for
beneficial outcomes. Hospitals are
currently reimbursed on the basis of an
admission for a particular diagnosis.
Very little is known about the relative
risks and benefits associated with many
standard procedures (medical and
surgical) used by physicians and
hospitals, and what little is known is not
well disseminated.

By tradition, physicians Hhave a

Through the fixed-

Thus, many analysts believe that
the supply of physicians and specialists —
which is expected to grow over the next
decade and their methods of
prescribing treatments will have a great
deal to do with the general increase in
health care costs in this country.

GROWTH OF ELDERLY POPULATION
WILL BE LESS IMPORTANT UNTIL 2010

The number of elderly people
eligible for Medicare and Medicaid
jumped during the last 20 years. Those
new recipients have also been a factor in
increasing costs. However, between now
and 2010, new recipients will increase
only gradually. The Congressional
Budget Office has estimated that only a
small percentage of the projected annual
13.2 percent growth in hospital
reimbursements between 1984 and 1995
will be due to an increase in the elderly

tion. After 2010, when the
number of elderly begins to rise sharply,
health eare costs can be expected to rise

accordingly.
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VETERANS HEALTH CARE — A SPECIAL CASE

SURGE OF ELDERLY VETERANS WILL STRAIN THE VA
HEALTH CARE SYSTEM

VYeterans of World War I and
the Koresn War will be turning 65
and becoming eligible for VA-
provided or supported health care
between now and 2000. The number
of veterans 85 and older will more
than double in the next 15 years
(from 4 to 9 million) and the number
85 and older will grow from about
260,000 to about 515,000.

Since VA hospitals and nursing
homes already have an 85 percent

»
bd

occupancy rate and many nursing
homes have waiting lists, the VA
health care system will be hard:
pressed to meet the projected
demand without major changes.

Options for dealing with
projected demands for service are
highly controversial. However, the
boom in the veteran population will
require solutions to be formulated
and enacted in the near term.
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SUMMARY

In the last 20 years, the U.S. has
changed from a country in which most
elderly citizens paid for their own health
care services or did without (and many
did without) to a country in which most
elderly citizens have better access to
and significant government support for
health care. At the same time, the U.S.
has experienced an unprecedented
incresse in health care costs across the
board.

Throughout the 1990s, the elderly
will likely continue to pay ever larger
proportions of their income for health
care. Of equal concern is the fact that
the Medicare Trust Fund will run out of
money by 1990 unless steps are taken to
increase income or reduce outlays, or
both. Added to these trends are
predictions of continued escalation of
general health care costs and the coming
boom in the elderly population in the
next century.

UNANSWERED QUESTIONS

1. Can we deal with the health care
costs of the elderly separately from the
general health care costs of the
country? Should we?

2. What shifts will occur in types of
health services needed by tomorrow's
elderly?

3. What are the most appropriate roles
for the public and private sectors in
financing, delivering, and regulating
health care?

4. To what extent can the medical
profession regulate itself to produce
needed quality standards and guidelines,
and to what extent should the
government be involved in setting those
standards and guidelines?

5. Can rationing of necessary health
care be avoided? What methods should
be used to insure that unnecessary
procedures are not done?

6. What can we do to place more

emphasis on maintaining good health and
preventing disability and illness, as well
as treating illness when it develops?

7. How should health care research
related to the elderly be balanced with
regard to improving life expectancy and
improving quality of health life for the
elderly?

8. Should the U.S. have some form of
national health insurance?

9. To what extent should the federal
government insure against catastrophic

illness for the elderly? For the
population in general?
10. To what extent will alternative

health care systems such as Health
Maintenance  Organizations (HMOs)
reduce the rate of growth in health care
costs for the elderly?

11. Can we learn from the experiences
of other countries in this area?
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OPTIONS

The option statements presented on
the next few pages are intended to
stimulate fhought and discussion. Théy
are not comprehensive, nor are they
endorsed by the  Congressional
Clearinghouse on the Future, the House
Select Committee on Aging, or any other

organization or individual involved in the
preparation of this report. Their sole
purpose is to introduce the reader to the

variety and scope of options that have
been raised in this area, s0 understanding
and useful debate will be enhanced,
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CAUTION: The options shown here are not endorsed by the House Select Committee on Aging or the Congressional
Clearinghouse on the Future; they are presented for information and discussion only.

“I5SUE AREA: ALLOCATION OF HEALTH CARE RESOURCES

OBJECTIVE: Improve the financial solvency of Medicare,

TLLUSTRATIVE OPTION | ILLUSTRATIVE OPTION 2 ILLUSTRATIVE OPTION 3

Limit payments to Medicare
providers (doctors, hospitals)

Increase Medicare revenues by
increasing payroll taxes or

Increase use of Health
Maintenance Organizations (HMOs)

while maintaining quality. support {rom general revenue by the elderly.
or excise taxes.
PROS PROS “PROS
1. Care-givers might be more 1. Could help make system 1. Could reduce payments made
likely to prescribe only solvent without undue burden by both the elderly, and the
emsential services. on the elderly. Medicare and Medicaid programs.
2. If fixed payment levels 2. Allows government to insure

were set appropriately,
providers would have an
incentive to perform services
more efficiently.

betcer quality assurance by providers.
3. Allows providers to have

stronger role in allocating resources
among health services,

CONS

CONS -

CONS

1. Market may be better than
government at setting payment
levels:
- if payments too high,
further waste would result
- if payments too low,
providers could refuse to
serve Medicare patients.
2. Quality of care may still
be compromised.

1. Could be & drag on employ-
ment of new workers.

2. Could reduce emphasis on
cost constraints.

3. Not a solution to the
problem of inereasing costs.

1. Elderly unfamiliar with HMOs
and how they operate,

2. Might require some short-term
federal investment if HMOs were
to reach large numbers of elderly.
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CAUTION: The options shown hére are not endorsed by the House Select Committee on Aging or the Congressional
Clearinghouse on the Future; they are presented for information and discussion only.

ISSUE AREA:” ALLOCATION OF HEALTH CARE RESOURCES

OBJECTIVE: Increase quality of Iife for

tomorrow's elderly.

OBJECTIVE: Tmprove health services
to the elderly and improve equity
of access,

ILLUSTRATIVE OPTION 1 ILLUSTRATIVE OPTION 2 ILLUSTRATIVE OPTION [
Increase emphasis on ~ Support research into the risks Contain out-of-pocket heaith
preventive health care for all and benefits of specific care costs to the elderly.
Americans (e.g. exercise, medical and surgical
nutrition, stress reduction). interventions for the elderly.

PROS™ PROS T ~— PROS }
i. 'l‘om;rrow*s elderly possibly 1. Would provide better basis 1. Could relieve pressure on
could have fewer health for decision-making by the expenditures for other
problems. elderly, physicians and policy- necessities, e.g., food, shelter.
2, Long-term costs could be makers, 2. Could give elderly opportunity
reduced if health problems 2, Could provide more cost- to substitute ambulatory care for
decreased in consequence. effective basis for practice more expensive hospital care.

of medicine to the eiderly.
CONS CONS CONS . -

1. Could increase costs in
short term.

2. Additional research would
be needed as to effectiveness
of preventive measures
against chronie diseases,

1. Would increase short-term
COStS.

1. Would inci;;e Medicare costs
uniess system-wide cost
containment occurred.
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CAUTION: The options shown here are not endorsed by the House Select Cmnmittee on Aging or the Congressional Clearinghouse on the
Future; they are presented for information and discussion only.

by

ISSUE AREA: ALLOCATION OF HEALTH CARE RESOURCES

OBJECTIVE: Improve health services to the elderly and improve equity of access.

e

ILLUSTRATIVE OPTION 2

ILLUSTRATIVE OPTION 3

ILLUSTRATIVE OPTION 4

P

incentive to specialization.

Authorize Public Health Provide incentives for home Provide incentives to private
Service (PHS) fellowships in delivery of health services sector or Public Health
geriatrics and related (e.g., shots) to elderly. Service to improve health
specialties. services in\geographical areas
now underserved.
~ PROS PROS™ PROS
‘1. Could increase 1. Could be more cost- 1. Would enhance coverage.
attention to diseases of the effective, 2. Would improve access
elderly by tomorrow's 2. Would enhance coverage. for those with restricted
ysicians and researchers, 3. Would be more convenient for mobility.
2. Would elicit more research those with restricted mobility. 3. Could improve access to poor
on topics related to elderly. and near poor {n these areas.
CONS CONS CONS
1. Could cost more. 1. Could be hard to administer. 1, Could cost more.
9. Some experts favor opposite 2. Could be difficult to
approach, i.e. integrating maintain any services beyond
geriatrics into general basic health services since
medicine, sufficient professional staffing
3. PHS fellowship being might not be available to meet
as effective all the needs.
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Tomorrow’s
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LONG-TERM CARE

The discussion of long-term care
for the elderly is commonly presented as
part of health care issues. It is treated
separately here because it may be more
accurate to think of long-term care as
helping people live their lives rather than
as extended medical care. It is also
included as an example of an area in
which Medicare and Medicaid
reimbursement has built-in biases toward
medical treatment and
institutionalization, and away from
family and other home care,

Most people experience some
disability (temporary or permanent)
during their lives, This universality of
experience may help us to understand the
long-term needs of the elderly who are
more likely than the general population
to have such disabilities. Very
frequently, these disabilities result in
major requirements not for medieal care,
but rather for assistance with everyday
living.

139
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WHAT ARE THE FACTS?

LONG-TERM CARE REQUIREMENTS ARE NOT NECESSARILY MEDICAL

"Long-term care" includes all the
services that are needed on a continuing
basis to enable a person with a chronic
disability to have full physical, social,
and psychological functioning.

The existence of such nceds does
not necessarily imply the presence of a
chronic disease. Any limitation in
physical and/or mental capacity can
prevent a person from accomplishing the
tasks of daily living without assistance.

Estimates of the numbers of non-
institutionalized elderly who have
functional disabilities vary from about 18
percent to 43 percent. While most of
these elderly require only limited and
unskilled help, this group includes over
two million bedfast or housebound
persons who are as functionally impaired
as those in institutions.

SELECTED FUNCTIONAL DISABILITIES OF
NON-INSTITUTIONALIZED ELDERLY
1978 DATA

SonE e IR Mol of tAw Cenwus, “Awaz). a in Tranm itiony
A Aing Sacaety.” Cacient Pugulatioe Reporls,
Nertew P20, Mo, 128 (Rakhiiton, B.0.:1 URJSU.
ey

WHAT ARE THE FACTS?

MOST LONG-TERM CARE IS GIVEN AT HOME BY THE FAMILY

In 1980, almost 11 million elderly
had some degree of limitation of daily
activity due to chronic conditions; less
than one in ten of them was in an
institution.

The number with such limitations is
expected to rise to over 16 million by the
year 2000, and exceed 23 million by 2020
— more than double the current level.

The vast majority of long-term

care of these non-institutionalized
elderly is provided by family and
friends. Seventy-three percent of

(e

elderly home care is provided solely by
relatives and another 16 percent use
formal sources to suppiement family
care. As would be expected, those living
alone or with non-relatives make greater
use of formal care services than do those
who live with relatives.

As demands for care increase in
intensity or complexity, family ecare
tends to be supplemented by outside help
which must be paid for but is still not
necessarily medical in nature (for
example, transportation, food services,
and personal companions).
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The primary factor leading to
institutionalization of an older person is
not health status. Institutionalization
results from absence of family,
exhaustion of persenal or family
resources, or the over-accumulation of
burden on existing family members.

LIMITATION IN ACTIVITY DUE TO CHRONIC CONDITIONS
ACTUAL AND PROJECTED ‘

MILLIONS OF PERSONS

1990 2000 2010 2020 2030 2040 2050 2080
YEAR

Source: Based on 1980 Health Interview Surveys National
Center for Health Statistics; and US Bureau of
the Census, "Projections of the US: 1982-2050,"
Current Population Repourts, Series P-25, No., 922
(Washington, D.C.: USGPO, 1982)
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WHAT ARE THE FACTS?

DEMAND FOR NURSING HOME CARE IS RISING FASTER THAN SUPPLY

Even though only about 5 percent
of the elderly live in nursing homes at
any given time, the rate of use of nursing
homes by the elderly has aimost doubled
since the introduction of Medicare and
Medicaid.

Roughly 20 percent of the very old
are institutionalized. Most of these are
women. The number of people needing
institutional nursing care is growing:

o At the beginning of this century,
the most prevalent health problems
of the elderly were acute. Today,
the most prevalent health problems
are chronic, and the likelihood of
having & chronic illness or a
disabling  condition
dramatically with age.

Women predominate in the 85+
population - the population in
highest need of long-term care.

The diseases which affect elderly
men tend to kill. The diseases
whieh affect elderly women tend to
cause chronic illnesses and
conditions requiring assistance.

Elderly women are much more
likely to be widowed and to live
alone than elderly men, and thus to
need outside help for disabilities,

increases

Nursing homes are mostly "for
profit", and generally full. It seems
likely that there will be a growing
problem of meeting the demand for
nursing home care, particularly for those
with the greatest need — the very oldg,
blacks, and the very poor.

NURSING HOME RESIDENTS BY AGE !
1980 — 2040
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WHY IS THIS SSUE DIFFICULT?

GOVERNMENT LONG-TERM CARE SUPPORT
IS BIASED TOWARDS INSTITUTIONALIZATION

The issue of who pays for long-term
care is highly dependent on whether the
care is at! home or in an institution.
Public financial support for long-term
care is scarce outside nursing homes.
Home care, especially that provided by
homemakers rather than by nursing
personnel, is rarely covered except in
demonstration projeets. Day care
services for the elderly are similarly not
covered by publie funds.

Whilc most funding for long-term
care comes from the elderly and their
families, sonm » public support comes
{from Medicaid and a  minimal
contribution is made by Medicare.

Despite some recent efforts to
counteract the bias, both Medicare and
Medicaid pay more toward institutional

costs than home care costs. Since the
elderly's  out-of-pocket costs for
purchased home care services are

generally much higher than for the same
services performed in a nursing home or
hospital, there is a financial incentive to
place the person in an institution. As a
result, many elderly people in nursing
homes are receiving a higher level of
care t"-u their condition requires —
between 10 and 45 percent depending on
the type of nursing fucility.

Since 1974, governinent and private
payments for nursing home care hrve
grown dramuatically and are expected to
continue to escalate for the foreseeable
future. Private spending, in the form of
health insurance, and personal and family
resources, sccounts for about half of the
total costs of nursing care.

While it is generally agreed that

the cost of nursing home care is
becoming too large, there is also
agreement that government resources
need to be reallocated to non-

institutional long-term care which may
be less costly and frequently more
appropriate than institutionalization.

NATIONAL NUKSING HOME
EXPENDITURES

T

DOLLARS IN BILLIONS
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WHY IS THIS ISSUE DIFFICULT?

THE FAMILY MAY NOT BE ABLE TO PROVIDE
AS MUCH CARE IN THE FUTURE

At present, the family is' the
primary provider of long-term care for
the non-institutionalized elderly. Yet,
demographic and social trends indicate
that the family's ability to provide this
support will be strained:

fa
o An increasing number of elderly
live alone rather than in a family
setting (more than 30 percent in

1980). Most of those living alone

are women.

o The 85+ population is the fastest
growing age group in the United
States. This group is much more
likely than the rest of the
population to need assistance in
daily living.

o As life expectancy increases, the
trend will be for the very old to
have children who are themselves
elde?rly. These elderly children are

a

not as likely to have the financial
resources and physical stamina to
care for older relatives.

Younger adult children who are still
in the work force may inereasingly
find that they have more than one
generation of elderly relatives to
support and assist.

Family size has decreased markedly
over the last 30 years, so there are
and will continue to be fewer
children to provide assistance for
elderly parents.

Last, and perhaps most
importantiy, women, the traditional
care-givers, are increasingly in the
work force rather than at home.
Today and in the future, women are
less likely to be available as full-
time, dependent-care providers for
the elderly.

A SMALLER PROPORTION OF WOMEN FILL
THE TRADITIONAL FULL-TIME HOUSEKEEPING ROLE

pew: 7o Magaau f Tabop SEatistae S Womer, at Worx:
A Charthieok, Bullet:n 2io8 {(Rashingfon., B,
USGi, Rprid (9R4D.

I
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SUMMARY

It is very likely that families will
increasingly need and expect public help
in providing long-term care for the
elderly:

0 The number of elderly in need of
such care is increasing.

o More and more elderly women are
living alone.

0 The traditional care-givers, adult

women, are increasingly working
outside the home and are not as
likely to be available for full-time

care in the future., However,
technology and flexible
employment policies that

encourage more work at home may
act as a counter trend and aliow
the family to provide more home
care.

There is great need for more
research on how best to pay for and
provide long-term care and to assist
decision-making by families or elderly

individuals in this area. \s one example
of the potential value of such research, a
recent study has indicated that the
existence of community-based services
encourages families to continue long-
term care of their elderly relatives,
rather than choosing institutionalization.

Not only is it more humane to
assist elderly people in remaining active
members of their families and
communities as long as possible, but it is
essential if we are to make the most
effective use of the limited and
expensive institutional care facilities
that we have.The growth of the over-65
and over-85 populations alone will be so
great as to require the use of all of the
existing nursing home facilities just for
those who are truly incapacitated and
who have no alternatives.

The elderly living alone are a group
particularly vulnerable to
institutionalization —sometimes for lack
of relatively minor but essential
services. This group of elderly deserves
particular publie policy attention.

UNANSWERED QUESTIONS

1. What is and should be included in long-
term care?

2. What is the appropriate mix of
sources for financing long-term care?
Will there be resources or a need for
additional government support to meet
the long-term care needs of an
increasingly vulnerable population?

3. What is the appropriate mix of
services and which should be provided by
the public and private sectors
respectively?

4. How can existing services be better
coordinated for greater effectiveness
and efficiency? People with long-term
care needs who live in the community
often require multiple services such as
home health care, home-delivered meals,
assistance with chores, and
trarsportation. Different services are
usually available, if at all, through
several different Federal, State, and
local programs. Each program is likely
to have to be contacted separately and
each is likely to have its own eligibility
requirements.



5. What policies and programs will
enhance the ability and motivation of the
family to provide long-term care?

6. Under what circumstances is it more
cost-effective to provide home care
services to the frail and vulnerable

elderly as an alternative to
institutionalization?
7. What can we learn from European

approaches to 1 term care, such as
the provision of sheltered Fhousing

(independent dwelling units with some
housekeeping and/or meal services and
with an emergency call-button system)?

16

8. How can we increase equity of access
to long-term care services on the part of
the most needy?

9, How can services be located most
conveniently for those who need them?
For instance, the elderly, like the U.S.
population as a whole, are more heavily
concentrated in urbanized areas, but the
incidence of chronie illness in the elderly
is higher in rural areas where services
are less available. Also, consolidation of
institutional care for veterans,
undertaken to reduce costs, has resulted
in undue isolation from family and
friends.

OPTIONS

The option statements presented on
the next few pages are intended to
stimulate thought and discussion. They
are not comprehensive, nor are they
endorsed by the Congressional
Clearinghouse on the Future, the House
Select Committee on Aging, or any other
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organization or individual involved in the
preparation of this report. Their sole
purpose is to introduce the reader to the
variety and scope of options that have
been raised in this area, so understanding
and useful debate will be enhanced.



CAUTION: The options shown here are not endorsed
Clearinghouse on the Future; they are presented for i

by the House Select Committee on Aging or the Congressional
nformation and discussion only.

ISSUE AREA: LONG-TERM CARE

OBJECTIVE: Expand options for functionally disabled eiderly.

ILLUSTRATIVE OPTION 1

ILLUSTRATIVE OPTION 2

ILLUSTRATIVE OPTION 3

Revise Medigare regulations
to simplify payment for home-
based and community care for
elderly.

Increase incentives to families
to provide/prolong care to
their elderly (greater
dependent deductions, tax
credits, ete.)

Subsidize or pay directly

for community alternatives

to nursing homes, such as
sheltered workshops, day care,
halfway houses, senior centers,

PROS PROS PROS
1. Could encourage and support 1. Could encourage and support 1. Could relieve load on
family care. family care, aursing homes.
2. Would enhance personal 2. Would enhance personal 2, Could increase supply of
autonomy and dignity of autonomy and dignity of alternative resources,
elderly. elderly. 3. Could support family care

3. Could relieve load on
nursing homes.

4. Could increase low skill,
part time job opportunities,

J. Could relieve load on
nursing homes.
4. Could increase low skill,

pa me job opportunities.

by temporarily relieving family
members of responsibility.

4. Could have social benefits
for the elderly.

CONS

CONS

CONS

1. Could be hard to
administer,

2. Cost-effectiveness only
partly demonstrated.

3. If payment for home care
replaces non-paid home care
rather than institutional
care, costs could be very

high.

1. Effectiveness of incentives
not yet established.

2. Would reduce tax revenues.
3. Would be difficult to
establish appropriate levels
of compensation.

4. Would be difficult to
establish and enforce
eligibility requirements.

1. Could increase problems of
monitoring and regulation.

2. Overall costs and benefits
uncertain,

3. May encourage new users of
these - ‘ices instead of
offeri. ternatives to those
who would otherwise enter
nursing homes,

29
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CAUTION: The options shown here are not endorsed by the House Select Committee on Aging or the Congressional

Clearinghouse on the Future; they are presented for information and discussion only.

ISSUE AREA: LONG-TERM CARE

OBJECTIVE: Improve cost— ectivencss and

quality of long-term care,

OBJECTIVE: Improve basis
for decision-making.

ILLUSTRATIVE OPTION 1

ILLUSTRATIVE OPTION 1.

Government monitoring of
nursing homes receiving
Medicare monies to insure
that patients are receiving
appropriate levels of care,
e.g., by quality assurance,
and patient pre-screening
and re-sereening.

Improve linkages between acute
and long-term care components
of the health care system.

Study and learn from the
extensive experience of the
Veterans Administration with
long-term care.

PROS PROS PROS
1. Could mnake space available 1. Could improve proper 1. Considerable experience
to those most needing service. placement of elderly in available over many years,
2. Could reduce costébdy health facilities, 2. Solutions to long-term care
providing more appropriate 2. Could potentially might involve some linkage

levels of care,
3. Could reduce costs by

reduce capital invest-
ment for new facilities,

between VA and other long-term
care systems.

reducing the number of new
facilities required for the
future elderly.
CONS CONS CONS
1. Difficult to monitor. 1. Would reinforce inedical 1. May not be directly
2. Would require establishment model of long-term care rather applicable to the problems of
of criteria for evaluation/ than social model. the population as a whole,

screening.

3. Cnstly to administer.
\>

L | be unpopular with
m home owners.

especially women.
2. Could reinforce the status
quo rather than emphasizing new

approaches.



EPILOGUE

This policy primer has presented key characteristics of tomorrow's elderly,
major forces molding their future, and significant issues facing decision-makers as
they prepare for that future. Some illustrative options were included to give the
reader a taste of the kinds of policies advocated by groups who are concerned
about issues related to the elderly and who want to correct problems that they see
now or coming in the future. This information is intended to provide a future
context within which Congress can consider today's policies and programs.
Specific legislative proposals will require far more detailed exploration and
evaluation than can be encompassed in this document.

Nevertheless, some conclusions can be drawn based on the materials offered
here. It is clear that life for tomorrow's elderly will differ from the experience of
previous generations. There will be more of them, so their concerns will be of
greater significance to the nation as a whole. They will be older and
predominantly female, which will change health profiles and needs relative to
those of today's elderly. More of them will live alone, changing the nature of
their dependence on resources outside of their own households and families. They
will be better educated, and the women will have experienced more years of paid

employment.

Federal expenditures in support of the elderly have been steadily
increasing. Because the elderly population is growing and its needs are changing,
the question of affordability of programs is frequently raised. It is even more
urgent, and more appropriate, however, to re-examine fundamental concerns
which are often overlooked: What will be the needs of America's elderly in the
future? What conditions will they face? What is the appropriate role of the
government in meeting their needs? What are the most appropriate policies and
programs? How can equity be balanced with efficiency? All these guestions can
be posed in all three of the issue areas highlighted in this report: employment and
retirement, allocation of health care resources, and long-term care. These
factors need to be considered and debated together with the issue of affordability
and more specific, program-oriented alternatives such as those listed here as
"options®.

No answers or recommendations are offered here for Congressional

consideration. This document attempts only to indicate the magnitude, nature and
complexity of the salient questions and to provide focus to the Congressional

agenda and debate on the future of America's elderly.

4%
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LEGISLATIVE HISTORY

Since the 1930s, 85 public laws have been passed that establish public policies
toward the elderly. This section presents brief highlights of those years and
charts the legislation.

HIGHLIGHTS OF THE LEGISLATIVE HISTORY

The chart below lists major laws by decade; characterizes major impaet or intent
(income security, health, housing, employment, or social services) and shows other
major economie and social trends that were occurring when the legislation passed.

1930-1939: "THE NEW DEAL" PROGRAMS

In the post-Depression period, Congress enacted key legislation for the
elaerly, such as the Social Security Act of 1935. Under Franklin Roosevelt's New
Deal, measures were taken to provide for the poor and assure the economic
security of all citizens.

1840-1949: DEFENSE EMPHASIS

During World War II and immediately after, emphasis was on the war effort
and providing benefits for the returning veterans. Although there was some
acknowledgement of the increase in the elderly population, domestic legislation
was put on hold.

1950-1959: POST-WAR DOMESTIC PROGRAM EXPANSION

Following World War I, a broad range of programs was enacted for the
construction of housing, schools, and highways. The elderly gained indirectly from
these programs, particularly the housing programs and the programs for
rehabilitation of the physieally handicapped. The Social Security Act was
expanded to provide disability benefits.

hh
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1960-1969: "THE GREAT SOCIETY" PROGRAMS

During the Lyndon Johnson era, major new social programs for people of all
ages were initiated by Congress. This era marked -the second great wave of

programs benefiting the elderly: Medicare, Medicaid, anti-poverty programs, the
Older Aniericans Act, and others.

1970-1979: PROGRAM CONSOLIDATION AND RESTRUCTURING

During the 1970s, the primary emphasis was on restructuring and
consolidating programs. The Nixon Administration sought to decentralize program
administration, increase the role of the states, control spending, and build-in
accountability. However, SSI, the Federal Government's first nationally
administered welfare program was established to provide minimum benefits to the
needy aged, blind and disabled, and ERISA enacted in 1974 provided federal

standard® for protecting private pension programs.
1980-1984: DECELERATION AND COST CONTAINMENT.

The Reagan Administration has stressed private sector initiative, a reduced
role for the federal government, reduction of domestic spending, and increased
military spending. In response to presidential initiatives, Congress has cut
spending and tightened the eligibility requirements for a number of federal

* domestic programs that benefit the elderly.
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