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Introduction 

Older Americans support deficit reduction and they want a strong economy for their 
children and grandchildren. But they also understand that financial security — for 
themselves and their families — is dependent upon adequate and affordable health 
care coverage. 

AARP believes that deficit reduction should be fair and balanced. We should strive 
to keep our economy on a steady path of deficit reduction, but we should not jeopardize 
the Medicare and Medicaid programs and the financial security they provide in the 
process. 

The Fiscal Year 1996 (FY96) Budget Resolution proposes to take nearly half of 
the deficit reduction of the next 7 years out of Medicare and Medicaid. In both 
programs these are the largest cuts ever proposed, and in Medicare the proposed cuts 
are far more than what is needed to keep the programs solvent for the next decade. 

As Congress struggles to meet Its arbitrary deficit reduction deadlines and targets, 
hasty and Ill-considered policy decisions are almost inevitable. Medicare and 
Medicaid beneficiaries will end up paying out-of-pocket what the programs will no 
longer pay. 

The Medicare and Medicaid programs are not perfect. Changes are appropriate. 
Indeed, they must begin this year. A better approach recognizes that the Medicare and 
Medicaid programs will need to adapt to changing needs and budgetary constraints. 
But these changes should be carefully thought out, with considerable input from 
beneficiaries who understand fully what these changes will mean for them and for their 
children and grandchildren. 



CONGRESSIONAL BUDGET RESOLUTION 
COULD DEVASTATE MEDICARE BENEFICIARIES 

Congress has proposed unprecedented reductions in Medicare spending as part of the 
FY96 Budget Resolution. The proposal would reduce Medicare by $270 billion overthe 
next seven years. These reductions are neariy three times as large as the reduction 
enacted in the Omnibus Budget Reconciliation Act of 1993 (OBRA93).(i) 

This document describes illustrative increases in beneficiary out-of-pocket costs under 
the resolution and the Impact these cuts would likely have on the average older 
American. 

How Much More Will Beneficiaries Pay? 

• AARP estimates that these proposals to reduce Medicare spending would mean 
that the average Medicare beneficiary would pay approximately $3.400 more 
out-of-pocket over the next seven years (see Chart 1 ).(2) Estimates are based on 
the assumption that one-half of proposed Medicare spending reductions come 
from beneficiaries. 

What Are Beneficiaries Paving Already? 

• In 1995, the average older beneficiary will spend about $2,750 out-of-pocket to 
cover the cost of Medicare premiums, deductibles, coinsurance and the cost of 
services not covered by Medicare — like prescription drugs and preventive care. 
This does not Include the enomnous cost of nursing home care, which Is neariy 
$40,000 a year. Even without any changes in Medicare, these older beneficiaries 
are already projected to spend more than $25,500 out-of-pocket for health care 
costs over the next 7 years.o) Under the Budget Resolution, an average 
beneficiary would end up spending a total of about $29,000 over seven 
years — an increase of about $3,400. 

How Will Beneficiaries Be Affected? 

• To achieve the Medicare spending reductions in these proposals, costs that are 
cun'ently paid by the Medicare program would probably be shifted to Medicare 
beneficiaries in the fonri of higher premiums, deductibles and coinsurance. 



These could Include: 
- a higher Medicare Part B premium; 
- an increase in the annual Part B deductible to $150, indexed to pro­

gram growth; 
- a new 20 percent home health coinsurance; 
- a new 20 percent coinsurance for skilled nursing facility care; 
- a new 20 percent lab coinsurance; 
- a new income-related premium for higher-income beneficiaries 

All of these options have been under review in the Congress this year. 

What Will These Additional Out-of-Pocket Costs Mean to Beneficiaries? 

1) A Higher Medicare Part B Premium 

Cun-ently, the Part B premium Is Intended to approximate 25 percent of Part B costs. In 
1995, the premium Is $46.10 per month, $553.20 annually. It is estimated to grow to 
$60.80 per month, $729.60 annually, by 2002. The premium is deducted from most 
beneficiaries' Social Security checks. The remaining 75 percent of Part B costs are paid 
from general revenues. 

When Medicare was enacted in 1965, the Part B premium was set at 50 percent of 
program costs. In 1973, in an effort to keep health care costs from consuming more and 
more of beneficiaries' income. Congress limited the percentage growth in the Part B 
premium to the annual Increase in the Social Security COLA; the share of costs paid by 
premiums declined thereafter until it reached roughly 23 percent in 1982. Since 1982, 
Congress has set the Part B premium to equal or approximate 25 percent of program 
costs. 

• The Budget Resolution could substantially increase the Part B premium paid by 
Medicare beneficiaries thereby shifting higher health care costs to Medicare 
beneficiaries. Under the proposal, the premium is estimated to jump to $97.70 
per month, or $1172.40 annually by 2002. That is $442.80 more than the benefi­
ciary would pay under cunrent law. Over the next 7 years, most Medicare benefi­
ciaries would pay an estimated additional $1,590 for the Part B premium alone. 

2) An Increase in the Medicare Part B Deductible to $150 — Indexed to Part B 
Program Costs 

Each year, all Part B enrollees pay the first $100 in approved charges for Part B services. 
This annual Part B deductible is not indexed. Roughly 80 percent of Part B enrollees 
meet the Part B deductible. 
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Increasing the Part B deductible from $100 to $150 would present a significant 
barrier to access for lower Income beneficiaries. Moreover, anticipated reduc­
tions and changes to the Medicaid program make it increasingly unlikely that 
Medicaid would pay the additional costs for low-income individuals. 

Indexing the deductible would increase out-of-pocket costs for the average Medi­
care beneficiary for each succeeding year. Under the Budget Resolution, the 
deductible could grow from $100 today to $270 by 2002 . For beneficiaries, the 
total out-of-pocket Increase for the deductible over the 7 year period would be 
$384 per beneficiary. Even those beneficiaries with Medigap plans covering the 
Part B deductible would not be Immune to the increased out-of-pocket costs, 
since Medigap premiums would likely increase to cover the cost of the higher 
deductible. 

3) A New 20 Percent Medicare Home Health Coinsurance 

For a beneficiary to qualify for Medicare home health coverage, a physician must certify 
that the care is medically necessary and that the client is homebound and in need of only 
intermittent or part-time skilled care (skilled nursing or therapy). In 1996, about 3.8 
million Medicare beneficiaries will use home health benefits. Approximately two-thirds 
of Medicare home health users are women; almost two-thirds are over age 75. Under 
cun'ent law, there is nocoinsurancefor persons who use Medicare home health services. 
This is intended to encourage the use of more effective, less costly non-Institutional 
services. 

• A new 20 percent coinsurance would require the average home health user 
to pay an additional $900 in 1996 and almost $1,200 out-of-pocket in 2002. 
The very frail individuals who need and use home health care the most, over 
700,000 Medicare beneficiaries in 2002, would pay an annual coinsurance of 
over $3,800 in that year. 

• Imposing a new out-of-pocket payment would be a "sick tax" on the most frail 
and vulnerable elderiy and disabled Americans — those who can least afford It. 
Almost 80 percent of all Medicare home health users have annual incomes of 
less than $15,000 (see Chart 2). Approximately 24 percent have incomes be­
tween 100 percent and 150 percentof the federal poverty line (almost one million 
beneficiaries in 2002) — too high to qualify for cun-ent low-Income protection 
under the Qualified Medicare Beneficiary (QMB) program, and too low to be able 
to afford a Medigap policy to cover these new out-of-pocket costs. As a result, 
many would lose access to these necessary services. 

Under the cunrent QMB program, individuals with incomes below 100 percent of the 
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Federal poverty line ($7,360 for singles and $9,840 for couples in 1994) would be 
eligible to have Medicaid pay the new 20 percent coinsurance. Unfortunately, the QMB 
program provides inadequate protection even for those who are eligible, primarily as a 
result of inadequate outreach. In addition, anticipated reductions and changes in the 
Medicaid program make it Increasingly unlikely that Medicaid will continue to pay for 
qualified Medicare beneficiaries (QMBs) in many states. 

Since physicians are responsible for 
determining eligibility for Medicare home 
health coverage, a new beneficiary coin­
surance Is not an effective method for 
controlling potential Inappropriate utiliza­
tion. 

The 20 percent coinsurance proposal is 
"penny wise and pound foolish" because 
many beneficiaries who could not afford 
the coinsurance and, as a result, failed to 
receive needed services would be forced 
into nursing homes or hospitals. Those 
who could afford the new coinsurance 
would also spend down to Medicaid 
eligibility levels more quickly. As a result, 
states and the federal government could 
end up having to spend more than they 
would without the new coinsurance. 

There appears to be significant fraud and 
abuse in the Medicare home health pro­
gram. Before making older Americans 
pay more, this fraud and abuse must be 
significantly reduced. It is not fair to force beneficiaries to make percentage 
payments based on artificially inflated costs that may have been fraudulently 
incun^ed. 

CASE STUDY 

Imposing a New 20 Percent Medicare 
Home Health Coinsurance 

The typical Medicare beneficiary who needs 
home health care is a lower income woman 
overage 75. To illustrate the impact of a 20 
percent home health coinsurance, let us 
take the hypothetical example of Mrs. 
Jones, who is an 80-year-old widow and 
has an annual income of $10,0(X) (approxi­
mately the median income level for home 
health users). Mrs. Jones cun^ently spends 
about $3,000 per year out-of-pocket on 
her health needs (a typical amount for an 
80-year old). She has too much income to 
qualify for QMB protection, but not enough 
to be able to buy a Medigap policy. If Mrs. 
Jones were forced to pay an additional 20 
percent home health coinsurance, her out-
of-pocket health costs in 1996 would 
increase from $3,000 to $3,900. This 
would leave her with about $6,100, or 
approximately $500 per month to pay for 
her basic needs for food, clothing and 
shelter. 

4) A New 20 Percent Coinsurance for Medicare Skilled Nursing Facility (SNF) 
Care 

Under current law, beneficiaries are eligible to receive up to 100 days of Medicare-
covered skilled nursing facility (SNF) services following at least three consecutive days 
in a hospital. Beneficiaries must need "medically necessary skilled services" to receive 
coverage. No coinsurance is imposed for the first 20 days of covered care. For days 
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21-100, beneficiaries must pay $89.50 per day (one-eighth of the Part A Hospital 
deductible). On average. Medicare beneficiaries who need SNF care receive about 30 
days of coverage. Typical diagnoses for SNF users are hip fracture and stroke. 

• Imposing a 20 percent coinsurance amount for all covered days means that the 
vast majority of SNF users will have to pay more out-of-pocket to receive needed 
care. This is because the average length of coverage is about 30 days, and 
under cunrent law, no coinsurance is imposed for the first 20 days. 

• A major concem Is that lower income beneficiaries will not be able to afford the 
coinsurance and may be denied access to needed rehabilitative services in a 
SNF. This Is partlculariy true if the proposal to cap and block grant the Medicaid 
program is enacted, because it would seriously jeopardize the only low-Income 
protection available undercurrent law —the Qualified Medicare Beneficiary 
(QMB) program (see Medicaid section). Without this help in paying for SNF 
coinsurance, many low-Income stroke and hip fracture victims would not be able 
to get the rehabilitation they need, and could end up spending additional days in 
the hospital or needing to be readmitted to the hospital. 

5) A New 20 Percent Coinsurance for Medicare Laboratory Services 

Currentiy, Medicare beneficiaries do not pay a coinsurance for laboratory services. Labs 
are paid on the basis of a fee schedule and are required to accept Medicare payments 
as full payment. 

• Since physicians order laboratory tests — not beneficiaries — a 20 percent coin­
surance could present a shift in costs for services over which beneficiaries have 
no control. 

• Many lab tests are low cost — under $15.00 or $20.00. In some cases it probably 
will not be cost effective to collect a coinsurance. 

6) A New Income-Related Premium for Higher Income Medicare Beneficiaries 

Currently the Part B premium is intended to approximate 25 percent of Part B costs, 
and it is not based on beneficiaries' income. 

• As a result of the Budget Resolution, Congress could impose a new, income-
related premium for beneficiaries with incomes above $125,000 (singles) or 
$150,000 (couples). Some propose setting these threshholds as low as $55,000 
for a single. 
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At the highest income categories, beneficiaries would pay triple the amount they 
now pay for the Part B premium. If the income thresholds for the proposed high-
income premium are not indexed, each year a greater percentage of Medicare 
beneficiaries would be required to pay the new, higher premium. In the future. 
Congress could simply choose to lower the income threshold, thereby increasing 
revenues. 

At the same time that an income-related premium would be imposed on Medicare 
beneficiaries, federal subsidies for health care costs for those under age 65 
would continue, regardless of an individual's income. These subsidies come in 
the form of the tax deduction for employer-provided health insurance. As a result 
of the savings target under the Budget Resolution, Congress could impose higher 
health costs on higher-income older Americans but would continue federal subsi­
dies for corporate executives, middle-aged millionaires, and Members of Con­
gress. A May, 1994 Price Watertiouse analysis estimated that reducing federal 
subsidies for higher-income individuals under age 65 In the same manner as for 
Medicare beneficiaries would result in federal budget savings that are four times 
as large as the Medicare income-related premium savings. 

7) Beneficiary Access to Care could be Jeopardized 

Medicare beneficiaries' access to needed health care could be seriously hurt by the 
unprecedented reductions in Medicare spending included in the FY 96 Budget Resolu­
tion. For the average older American, the $270 billion in Medicare spending reductions 
will mean: 

• Increased Out-of-Pocket Costs That Could Limit Access to Services: For 
the average beneficiary, the proposal to reduce Medicare spending could cost 
about $3,400 more out-of-pocket over the next seven years in the fomn of higher 
premiums, coinsurance and deductibles. For many beneficiaries — partlculariy 
those with low incomes — the additional costs are on top of the $2,750 they al­
ready pay out-of-pocket for health care in 1995. Older Americans spend roughly 
20 percent of their income on health care — neariy three times as much as those 
under age 65. Increasing out-of-pocket costs could mean that fewer beneficiaries 
would be able to afford the care they need and many would be forced to wait until 
a condition worsens and care is even more expensive. 

• Spending Cuts That Could Limit Access to Providers: As physician pay­
ments are reduced, many doctors will try to shift more costs onto Medicare ben­
eficiaries. One likely way for this to happen is through the elimination of the 
Medicare balance billing limits. This change would allow doctors to charge ben­
eficiaries significantly more than what Medicare approves. If this happens, many 
older Americans would no longer be able to afford to see their doctors. In other 
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cases, physicians may find that it is no longer profitable to treat Medicare pa­
tients, leaving beneficiaries without access to a doctor. Still other beneficiaries 
may have to travel long distances for hospital care since many hospitals across 
the country — partlculariy in rural areas—would be forced to close. 

• Spending Cuts That Could Limit Access to Health Plans: The level of spend­
ing reductions included in the Budget Resolution could result In substantially 
higher premiums for beneficiaries who choose to remain in traditional fee-for-
service Medicare. Some beneficiaries might no longer be able to afford to stay in 
fee-for-service and would be forced into managed care. 

8) Medicare Caps could be Imposed 

• Structure 
Members of Congress are considering a Medicare spending "cap" as one method 
for achieving budget savings. Under this approach, yeariy spending limits or 
targets would be established for the Medicare program. This cap could take one 
of several forms: a total spending limit for the program, a limit on the annual 
growth rate in the program; or a per capita spending limit. The cap could be fixed 
in law or determined on a yeariy basis. 

Annual Medicare spending would then be measured against the cap. Under one 
approach, known as a "look-back," actual Medicare spending would be com­
pared with the target at the end of each year. If actual spending exceeded the 
target, then Medicare spending for the following year would be reduced by the 
amount exceeding the target. 

• Impact on Beneficiaries 
A Medicare cap would have a direct bearing on Medicare beneficiaries. If Medi­
care spending exceeds the yeariy cap, automatic cuts in Medicare spending 
would likely translate Into higher out-of-pocket costs for Medicare beneficiaries — 
in the form of higher premiums, coinsurance or deductibles — as well as reduc­
tions in payments to hospitals and doctors which would affect beneficiary access 
to services. 

Advocates of a Medicare cap claim that this kind of target is necessary to keep 
program spending in check. However, for the average beneficiary — who has little 
control over Medicare program spending — this would mean an even greater out-
of-pocket burden for Medicare services. 

(1) This analysis is based on the June 22,1995 Budget Resolution Conference Agreement. 
(2) Increased out-of-pocket costs are averaged across all Medicare beneficiaries. 
P) Out-of-pocket health costs include all health care expenses of non-institutionalized older individuals 
except those paid by Medicare. Medicare and private premiums, and prescriptions drugs, for example, are 
considered out-of-pocket costs. Data are based on December, 1993 CBO projections of population sub­
groups and National Health Accounts data by type of service and payer. 

AARP Federal Affairs 
6/29/95 
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Chart 1 

Comparison of Illustrative Increases in Average 
Beneficiary Out-of-Pocket Costs under the Congressional 

Budget Resolution 

Over the seven year period, 1996-2002, average costs would increase by $3,400 
per beneficiary. 
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Sources: 

a. "Coming Up Short: Increasing Out-of-Pocket Health Spending by Older Americans." 
Prepared by AARP/Public Policy Institute, April 1994; Updated February 1995. 

b. Prepared by AARP/Federal Affairs based on information from "Reducing the Deficit: 
Spending and Revenue Options," Congressional Budget Office, February 1995. 



Chart 2 

1992 Income* of Medicare Home Health Users 

(21.0%) Above $15,000 

(20.0%)$10,000-$15,000 

(24.0%) Below $5,000 

(35.0%) $5,000-$10,000 

* Self-reported by income categories, including spouses' income. 

Source: 1992 HCFA Current Beneficiary Survey, AARP Federal Affairs 



August 18, 19 95 

TO: Molly Brostrom 
FROM: Katie Smeltz 
RE: Summary of "Too Much, Too Fast: The Impact on Older Americans 

of Medicare and Medicaid Reductions i n the FY'96 Budget 
Resolution" 

A d d i t i o n a l Cuts Would Cause: 

- a higher Medicare Part B premium; 
- an increase i n the annual Part B deductible t o $150, indexed 

t o program growth; 
- a new 20 percent home h e a l t h coinsurance; 
- a new 20 percent lab coinsurance; 
- a new income-related premium f o r higher-income b e n e f i c i a r i e s 
- a new 20 percent coinsurance f o r s k i l l e d nursing f a c i l i t y 

care; 

Unprecedented Medicaid Reductions Could Eliminate Health 
Insurance Coverage For Many Vulnerable Americans 

*The number of f a m i l i e s without basic h e a l t h insurance would 
l i k e l y increase d r a m a t i c a l l y . 

*Many older Americans would l i k e l y lose coverage f o r long-
term care . 

I n the year 2002, over 2 m i l l i o n Americans could lose t h e i r 
Medicaid coverage f o r long-term care as a r e s u l t of the proposed 
reductions. 



JUST THE FACTS. 

Medicaid Block Grants Would Threaten 
Essential Protections For Older Americans 

The budget proposal to block grant Medicaid jeopardizes Important federal con­
sumer protections designed to help older Americans. These protections were enacted, 
in large part, because states were not doing enough voluntarily. Absent federal 
requirements, there Is little reason to be confident that all states will continue to provide 
protections like spousal impoverishment and nursing home quality programs. States 
could reduce or eliminate some or all of these essential programs for vulnerable older 
Americans. 

• Low-Income Protections for Qualified miedicare Beneficiaries (QMBs) — A 
block grant could allow states to eliminate the QMB program entirely, leaving 
vulnerable, low-income seniors without the ability to afford even the most basic 
Medicare services. Under current federal law. Medicaid pays the Medicare 
deductibles and coinsurance for beneficiaries with incomes below the federal 
poverty line (about $7,500 for singles and $10,000 for couples) and premiums for 
qualified Medicare beneficiaries (QMBs) with incomes under 120% of poverty. 
The govemors have strongly supported federal takeover of this program, a posi­
tion that suggests that they would be unlikely to dedicate adequate state funds to 
maintain It. Medicare and Medicaid reductions, combined with a block grant, 
create the very real possibility that the state and federal governments will aban­
don low-income Medicare beneficiaries entirely. 

• Nursing Home Spousal Impoverishment Protections — A block grant could 
allow states to eliminate current spousal impoverishment protections. Financial 
protections for spouses of nursing home residents were enacted in 1988 because 
spouses who remained in the community were often left without income and 
savings to survive on as their wives or husbands entered a nursing home and 
spent-down to Medicaid. In some cases, the situation was causing couples mar­
ried for 50 years to sue each other or get divorced to ensure that the spouse 
living in the community had the financial resources needed to live. Repealing this 
protection could lead to bankrupting spouses who remain in the community 
when their husband or wife has to go into a nursing home and spend down to 
Medicaid. 



Nursing Home Quality Protections — A block grant could eliminate successful 
federal nursing home quality standards and procedures, making nursing homes 
truly dangerous places in which to live. A 1986 study by the widely respected, 
independent National Academy of Sciences Institute of Medicine concluded: "A 
stronger federal leadership role is essential for improving nursing home regula­
tions because not all state govemments have been willing to regulate nursing 
homes adequately unless required to do so by the federal government." Land­
mark federal nursing home quality improvements were enacted in the following 
year. Repealing these quality protections would be a drastic step backward, and 
could place millions of frail nursing home residents in jeopardy. 

AARP Federal Affairs 
6/29/95 



AARP 
JUST THE FACTS. • • • 

Unprecedented Medicaid Reductions Could Eliminate 
Health Insurance Coverage For Many Vulnerable Americans 

The FY 96 Budget Resolution includes the largest Medicaid reductions in the history 
of the program—$182 billion in savings overthe next 7 years. In the year 2002 alone, 
the budget proposal would reduce projected federal Medicaid spending by $54 billion, 
a reduction of about 30% below what the government estimates it will cost to run the 
program delivering the same services and benefits that it does today. The annual 
Medicaid growth rate would be capped, gradually reduced to a 4 percent rate of growth 
— less than half of the current 10 percent growth rate. In addition, the Budget Resolution 
anticipates that the entire Medicaid program would be turned into a "block grant" to the 
states. 

Medicaid is the health and long-term care safety net for vulnerable children, older and 
disabled Americans. More than 4 million older Americans depend on Medicaid for 
coverage of preventive care, prescription drugs, nursing home and home and commu­
nity-based long-temn care. Medicaid also assists over 2 million low-income qualified 
Medicare beneficiaries (QMBs) by paying their Medicare premiums (if income is below 
120 percent of poverty), deductibles and coinsurance (if income is below 100 percent 
of poverty). In addition, more than 15 million low-income children are covered by 
Medicaid, most of whom live in families where at least one adult is employed. 

Budget reductions of this size will have enomnous consequences for these vulnerable 
Americans: 

• The number of families without basic health insurance would likely increase 
dramatically. How individual states would respond to the proposed cuts would 
vary by state, but some things are clear. It is unlikely that states will raise taxes 
or shift money from education or prisons to make up for the federal reductions. 
Some states are likely to respond by cutting their own Medicaid spending as well. 
According to estimates by the Urban Institute, in the year 2002, more than 
8 million Americans could lose their Medicaid coverage as a result of these 
proposed reductions. 

• Manv older Americans would likely lose coverage for long-term care. Med­
icaid is most Americans' sole protection against the high costs of long-term care. 
About 35 percent of Medicaid spending goes for long-term care and Medicaid 
pays for more than half of the nation's nursing home costs. Many who need long-



term care start off as taxpaying, middle class Americans. When chronic illness 
strikes, they must "spend down" their life savings until they are eligible for the 
Medicaid long-temn care "safety net." According to estimates by Lewin-VHI, in 
the year 2002, over 2 million Americans could lose their Medicaid coverage 
for long-term care as a result of the proposed reductions. 

Some greaterstate flexibility could help Medicaid ̂ bu t blockgrants, likethe proposed 
reductions, go too far. There remain substantial opportunities for simplifying the 
program and making coverage more rational. AARP would support greater state 
flexibility when it would expand coverage, improve services, or contain costs without 
jeopardizing access or quality. Repealing essential federal consumer protections, 
however, could result in great harm to older Americans. 

/AARP Federal Affairs 
6/29/95 
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NINE DIFFERENT WAYS 
HOW THE BUDGET HURTS OLDER AMERICANS 

REPORT OF THE FOLLOWING 
LEADERSHIP COUNCIL OF AGING ORGANIZATIONS: 

Alliance for Aging Research, Alzheimer's Association, American Association 
for International Aging, American Association of Homes and Services for the Ag­
ing, American Association of Retired Persons, AFSCME Retiree Program, Ameri­
can Foundation for the Blind, American Geriatrics Society, American Society on 
Aging, Asociacion Nacional pro Personas Mayores, Association for Gerontology 
in Higher Education, Association for Gerontology and Human Development in 
Historically Black Colleges and Universities, B'nai B'rith Center for Senior Hous­
ing and Services, Eldercare America, Families USA, The Gerontological Society 
of America, Gray Panthers, National Asian Pacific Center on Aging, National As­
sociation for Home Care, National Association of Area Agencies on Aging, Na­
tional Association of Foster Grandparent Program Directors, National Associa­
tion of Meal Programs, National Association of Nutrition and Aging Services Pro­
grams, National Association of Retired and Senior Volunteer Program Directors, 
National Association of Senior Companion Project Directors, National Associa­
tion of State Units on Aging, National Caucus and Center on Black Aged, Inc., 
National Committee to Preserve Social Security and Medicare, National Council 
of Senior Citizens, National Council on the Aging, National Hispanic Council on 
Aging, National Osteoporosis Foundation, National Senior Citizens Law Center, 
North American Association of Jewish Homes and Housing for the Aging, Older 
Women's League 
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EXKCIJTTVE SUMMARY 
NINE DIFFERENT WAYS: 

HOW THE BUDGET HURTS OLDER AMERICANS 
Report of the Leadership Council of Aging Organizations 

The news media have reported on massive cuts in programs vital to older Americans; but they have 
not yet focused on the cumulative impact of those cuts. As Congress embarks on the most drastic changes 
in the social safety net in history, these multiple cuts will do far more damage than has been reported. The 
nine points below are not in order of importance; all are equally important to the LCAO. 

1. Congress Cuts Medicare $270 Billion Part B premiums rise from $46.10 to almost $90 a month by 
2002. Beneficiaries needing certain hospital outpatient services would pay even more than the 50% coinsurance 
they now pay and many would lose extended home care coverage. 

2. Congress Cuts Medicaid Long Term Care Medicaid spending would be cut by $164 billion over seven 
years. Federal standards for eligibility, services, payment, and quality would be seriously weakened. 

3. Congress Cuts Medicaid Acute Care Current federal requirements to pay Medicare deductibles and 
coinsurance for low-income Medicare beneficiaries would be ended. The conference report allocates some money to 
assist states in helping beneficiaries pay Part B premiums, but projections are that the amount will be insuffient to 
cover all those with incomes below poverty level who are eligible. 

4. Human Services - Older Americans Art. Legal Services. Aging Research. IVaining. Senior 
Volunteers Cuts will mean 6.2 million fewer meals at senior centers and 5.6 million fewer to homebound elders. 
Research on aging issues, funded under Older Americans Act Title 4, has been severely cut or eliminated. Elderly 
and disabled transportation program is cut $7.5 million. Legal Services Corp. and legal assistance under Older 
Americans Act are severely cut. 

5. Welfare Reform and Grandparents During the last decade the number of grandparents raising 
grandchildren climbed 40%. Most have household incomes under $20,000 per year. Reforms will make it more 
difficult to obtain aid for their grandchildren. 

6. Food Stamps Block grants offer no assurance that even minimal protections for older people would be 
retained by states, making access to benefits still more difficult. 

7. Supplemental Security Income Individual states may slash or eliminate SSI supplementary benefits. 
Cash benefits for institutionalized children covered by Medicare or private insurance would be capped at $30 a 
month. 

8. Housing Assistance Older people make up Ĵ proximately one-third of all public housing residents. 
Operating subsidies and modernization funds for pubhc housing would be cut by 3.5 and 33 percent respectively 
from 1995 levels. Rents will be raised for residents of privately owned section 8 subsidized units; 46 percent are 
elderiy. 

9. Low Income Home Energy Assistance Program The Senate recommendation is for a 32 percent cut 
Nearly 2 million households could lose their energy assistance. 
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WHAT CONGRESS IS DOING TO WIDOW JONES, AGE 73 

Mrs. Jones, a 73 year old widow who lives alone, has a total cash income of $458 per month 
($5,496 per year) from Social Security and Supplemental Security Income. In addition, she receives 
assistance from Medicaid, food stamps, the Low-Income Home Energy Assistance Program and the 
Older Americans Act. Mrs. Jones is eligible for both Medicare and Medicaid (as an SSI beneficiary). 
Medicare and Medicaid pay most of Mrs. Jones' doctor bills and occasional hospital visits, including her 
prescription drugs for diabetes, arthritis, and glaucoma and pay for her eyeglasses. Medicaid also pays 
her Medicare premiums, deductibles, and coinsurance, but were she not dually eligible, her low income 
would still qualify her for Medicaid payment of Medicare premiums, coinsurance, and deductibles under 
the Qualified Medicare Beneficiary program. Mrs. Jones receives a hot home-delivered meal five days 
a week, receives a one-time $ 160 payment through the Low-Income Home Energy Assistance Program 
and receives $63 per month in food stamps. 

The chan below illustrates the disastrous cumulative impact of budget cuts to elderiy health and 
welfare programs. If Medicaid and food stamps are block-granted, Mrs. Jones could lose her eligibility 
for both. She could also lose her yeariy $160 help with heating bills and services under the Older 
Americans Act such as meals-on-wheels and help with legal matters. She would have to pay for Medi­
care coverage as well as some medical costs, including some medicines, that are now paid by Medicaid. 

Widow Jones' total income is $5,496. To make up for the impact of congressional budget cuts, her 
1996 out-of-pocket costs would exceed her total income by $379. And she still would need to find 
money for the basics: housing, utilities, telephone, and transportation. She may not be able to get 
medical care. She may not be able to purchase needed medications. Or, if she pays for medical care, she 
may become homeless. Note that her out-of-pocket costs go up every year through 2002. 

Estimated Beneflt Cuts/Cost Increases for Hypothetical Example of Mrs. Jones* 

Beneflt Cut/Cost Increase 1996 1997 1998 1999 2000 2001 2002 1996-2002 

Medicare Part B premium $60 $40 $28 $58 $84 $84 $96 $450 

Medicare Part B deductible 100 100 100 100 100 100 100 700 

Drugs (S270 average) 2880 3168 3485 3833 4217 4638 5102 27323 

Coinsurance ($487 average) 1387 1484 1588 1699 1818 1945 2082 12003 

Food Stamps 756 781 808 835 863 893 923 5859 

LIHEAP 160 165 171 176 182 189 195 1238 

Meals 520 537 555 574 594 614 635 4029 

Total $5,863 $6,275 $6,735 $7^75 $7,858 $8,463 $9,133 $51,602 

*The figures in the table represent the estimated dollar value of the reductions in benefits that would occur as a result of 
proposed budget cuts. They do not represent losses of income, but rather losses of benefits. In fact, it would be impossible for Mrs. 
Jones to purchase all of these services and products were she to lose eligibility for Medicaid, food stamps, etc. because her income 
simply would be insufficient to pay for them. The figures above are based on the following assumptions: 1) Mrs. Jones is no longer 
eligible for Medicaid, food stamps, LIHEAP, or meals; 2) she now must have her Medicare Pan B premium subtracted from her Social 
Security COLA, thereby eliminating part or all of her annual COLA increase (her monthly Social Security benefit level is assumed to 
be %2Q0 in 1995, which provides a COLA of just over $6.(X) per month in fumre years, so Mrs. Jones cannot pay the full Part B premium 
increase); 3) she must pay for the entire cost of drugs out-of-pocket now because she no longer has Medicaid coverage, and these costs 
are not covered by Medicare; 4) the Part B premium under current law would revert to 23 percent of Pan B costs, but it is assumed here 
to remain at its current level of 31.5 percent of Pan B costs; 5) estimated monthly costs of drugs for diabetes are estimated at SI 25, for 
glaucoma at $65, and for arthritis at $50; 6) estimated costs of coinsurance are based on average costs for poor Medicaid beneficiaries 
for hospital and physician services covered by Medicaid less the Pan B premium. Pan B deductible, and drug coinsurance; and 7) drugs 
and coinsurance are inflated at 7 percent per year; food stamps, LIHEAP, and meals are inflated at the rate of the CPI. 
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NINE DIFFERENT WAYS: 
How the Budget Hurts Older Americans 

Report of the Leadership Council of Aging Organizations 

The news media have reported on the massive cuts in programs vital to older 
Americans but they have not yet focused on the cumulative impact of those cuts. 
For many vulnerable elderiy, these multiple cuts, piled one on top of the other, will 
do far more damage than has been reported. 

Congress is embarking on the most drastic changes in the social safety net in 
the history of our nation. Congressional proposals would cut Medicare by $270 
billion over seven years, end any entitlement to public assistance and Medicaid and 
turn them into block grants to the states, limit or eliminate Supplemental Security 
Income benefits for certain aged, disabled or noncitizen beneficiaries, and make 
major cuts in food stamps, housing support programs, home heating, nutrition, and 
a variety of other programs. All this comes at the expense of the nation's most 
vulnerable populations. 

Congress Cuts Medicare $270 Billion 

In 1995, the average Medicare beneficiary pays $2,750 in out-of-pocket health 
care costs. The conference report on the budget reconciliation bill will increase 
that amount. 

The plan nearly doubles the Part B premium from $46.10 a month in 1995 to 
almost $90 a month by 2002. While the current limit on physician balance billing in the 
traditional Medicare fee for service program would remain in place, limits would not 

apply to the new coverage options outlined in the plan except for 
^ , , I J t f in-netwoilcriiysicians and certain emeî ency care. Beneficiaries 
The plan nearly doubles the traditional program who need certain hospital outpatient 

Part B premium from $46.10 in services would pay even more than the 50 percent coinsurance 
1995 to almost $90 a month by they are paying today. 
2002. Most of the proposed cuts in Medicare spending—approxi-

i — i . ^ — — — — mately $ 150 billion— come iirom lowering fees to doctors, hos­
pitals and other providers. Medicare already pays physicians and hospitals only about 
two-thirds as much as private insurers. Payments to doctors, hospitals and other pro­
viders in fee-for-service would be further reduced if total fee-for-service costs are pro­
jected to exceed a cap, knowTi as a "fail-safe" mechanism. These additional cuts could 
create serious disincentives for doctors to treat Medicare fee-for-seivice patients, or 
could reduce the quality of care. 

Under the reconciliation package, current federal law requiring Medicaid to pay 
Medicare deductibles and coinsurance for low-income Medicare beneficiaries would 
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be ended. The budget proposal allocates some money to assist states in helping benefi­
ciaries pay Part B premiums, but projections are that the amount allocated will be 
insufficient to cover all those eligible with incomes below poverty level. 

Proposed changes in the ways home health care agencies are paid could re­
duce access to home health services for patients who need care for more than 120 
days. These changes could mean that nearly 1 million of the sickest, frailest seniors 
would be in at risk of being denied vitally needed services. In addition. Congress 
has proposed shifting the home care reimbursement from Part A to Part B after 
165 days. This shift alone could jeopardize access to home care for 1.8 million 
seniors who have Part A but not Part B. 

The proposal would also make unprecedented changes in the way many Medi­
care beneficiaries receive care. Beneficiaries would be permitted to stay in the 
traditional fee-for- service program, but could also choose new coverage options, 
including new managed care plans, medical savings accounts, private fee-for-ser­
vice, and provider-sponsored networks. If healthier beneficiaries choose the new 
options, leaving sicker beneficiaries in the traditional program, costs in the tradi­
tional program would rise. Another risk is that Medicare payments will not keep 
pace with the actual costs of coverage, so that purchasing power is eroded and 
seniors will have to pay higher premiums or receive reduced coverage. 

Congress Cuts Medicaid 
Long Term Care 

Almost two-thirds of nursing home residents currently receive assistance from 
Medicaid. Most are elderly women. Medicaid pays more than half the nation's 
nursing home bill, including care for thousands of middle class older Americans 
who have spent neariy all their assets paying the average $38,000 annual nursing 
home fee. 

Although Congressional proponents of Medicaid reductions say their plan 
does not cut Medicaid, but rather only limits the rate of growth, 
projected Medicaid spending would be cut by $164 billion Medicaid pays more than 
over seven years. Growth in Medicaid costs would be held to half the nation's nursing home 
an average of approximately five percent a year compared to bill... 
a current projected annual growth rate of about 10 percent. 
Federal Medicaid dollars to the states would be capped regardless of changes in 
inflation or need, and federal standards for eligibility, services, payment, and qual­
ity would be seriously weakened. 

The program would be turned into a block grant to the states. Under the block 
grant, states could decide to eliminate coverage for high cost services such as home 
care or institutional long term care. Or if states chose to continue covering institutional 
care, they might severely cut coverage of home and commimity services—the settings 
preferred by the vast majority of people with disabilities. 

States could force adult children of those needing nursing home care to pay 
for that care before Medicaid does if the children's income exceeds the state's me­
dian. And states could force spouses, disabled children, or brothers and sisters 
formeriy living in the same home as the nursing home resident to sell their home to 
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pay for nursing home care. 
Major improvements in nursing home quality standards were enacted in 1987, 

after an Institute of Medicine report documented problems in care for the elderly. 
Currently, every nursing home in the nation is inspected annually on the basis of 
strong uniform standards of care. Under the budget reconciliation proposal, the 
federal government would make states responsible for enforcement of nursing home 
standards. Given the unevenness in the application of quality standards prior to 
OBRA 87, valuable protections for nursing home residents, in such areas as in­
spections, nurse aide training, admission criteria, enforcement actions, etc. would 
be compromised. 

Congress Cuts Medicaid Acute Care 

Beyond long term-care expenses, vulnerable older Americans currently get 
assistance from Medicaid in a number of ways. For elderiy people living in pov­
erty, Medicaid pays their Medicare premiums, deductibles, and coinsurance re­
quirements (these beneficiaries are termed Qualified Medicare Beneficiaries or 

QMBs). For low-income Medicare beneficiaries (income be-
• ^ ^ ^ ^ " " T T ^ ^ " ^ ^ ^ " tween 100 and 120 percent of poverty). Medicaid pays only 

...current federal require- their Medicare premium. For the poorest elderly, those meet-
ments to pay Medicare deduct- jng the Supplemental Security Income ehgibility criteria (income 
ibles and coinsurance for low- below 75% of poverty). Medicaid covers services that Medi-
income Medicare beneficiaries care does not cover such as prescription drugs, hearing aids, 
would be eliminated. and eye glasses. Medicaid also pays their Medicare premium, 
— — — — — d e d u c t i b l e , and coinsurance. Under the budget reconciliation 

proposal, current federal requirements to pay Medicare deductibles and coinsur­
ance for low-income Medicare beneficiaries would be eliminated. Although there 
will be minimal requirements for states to pay Medicare premiums, an additional 
4.8 million people could be left without assistance to pay for Medicare out of 
pocket costs and without access to extended home health care benefits. Such 
assistance would be left to the states to cover at their option. The same would be 
true of coverage of Medicaid services for the poorest elderiy, including important 
services not covered by Medicare. The reconciliation bill eliminates the individual 
entitlement to Medicaid for Supplemental Security Income recipients, leaving states 
to determine eligibility for Medicaid services for the elderly and disabled. 

Although it is unlikely states will abandon all coverage of elderiy individuals, 
the magnitude of the cuts—28 percent by 2002—makes it unlikely that states can 
continue their cun-ent commitment to the elderiy. Medicaid eligibility for the eld­
erly is likely to be reduced and many low-income elderiy would also be at risk of 
losing their Medicare coverage. Today, 68 percent of all elderiy living in poverty 
rely on either Medicare alone (40%) or Medicaid and Medicare (28%) for their 
health care coverage. Without assistance from Medicaid, many low-income eld­
erly would not be able to afford their Medicare Part B premium, let alone private 
supplemental coverage for services Medicare does not cover. If they cannot afford 
the Medicare Part A deductible and coinsurance, they might also lose access to 
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Part A services. Low-income elderly individuals would be forced to choose be­
tween paying their Medicare out-of-pocket expenses or paying rent and other ba­
sic needs. 

4 Human Services — The Older 
Americans Act, Legal Services, Aging 
Research, Training, Senior Volunteers 

Reductions in human services programs will further jeopardize the ability of older 
people to remain independent in their own communities. Of paramount importance in 
providing human service programs to the elderiy is the Older Americans Act. 

For the past thirty years, the Older Americans Act has served the best inter­
ests of the elderiy and their caregivers by funding a variety of services, supporting 
research and training in the aging field, and providing job training programs for 
low-income older individuals. Since 1980, funding for the 
Older Americans Act has declined in real tenns by over 30 ^ ^^^^j^ of these cuts, 6.2 
percent. Fundingplanspassedby the House would cut the . „ . /. , , . , 
program by $145 million, an 11 percem reduction from Z^*^^'' steals would be 
current levels. Critical services in local communities in- ^^rved in congregate Sites and 5.6 
eluding meals, in-home services, elder abuse prevention, million fewer meals would be 
nursing home ombudsman, senior centers, senior employ- delivered to homebound elders... 
ment, aging research and training, and other important ar- — — ^ — ^ — ^ — — ^ — 
eas that serve older Americans will be cut back or eliminated. Grants for Native 
American elders programs will suffer greatly, given the traditionally low funding 
levels which support the provision of all services to North American Indian and 
Native Hawaiian elders. 

As a result of cuts, 6.2 million fewer meals would be served in congregate 
sites and 5.6 million fewer meals would be delivered to homebound elders; 14,000 
older workers would be terminated from the Senior Community Services Employ­
ment Program; and 165 local ombudsman programs would be eliminated, reducing 
services to 52,000 nursing home residents. 

The current $24 million for Title IV aging research has been severely cut by 
Congress. Its funding for training, research, demonstrations, and education, was 
eliminated by the House and cut by $21 million in the Senate. The Health Care 
Financing Administration's research and demonstration funding was cut by $94 
million in the House. The Health Resources and Services Research funds would be 
cut by $102 million. All of these research funds have assisted in demonstrating 
new programs and streamlining public programs for the elderiy. Demand for these 
programs will continue to rise as the population of our nation continues to age. 

Transportation programs for the aged and people with disabilities are also in 
danger. House and Senate conferees have proposed cutting the Federal Transit 
Act's Section 16 program for the elderly and disabled by $7.5 million over last 
year's conference report. Compounded by the proposed cuts in Medicaid, the 
Older Americans Act, and mass transit appropriations, transportation services for 
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the elderiy will be seriously impacted. 
Congress is sharply cutting the Legal Services Corporation as well as legal 

assistance provided for under the Older Americans Act. Appropriations have been 
drastically cut and restrictions have been placed on what attorneys will be able to 
do in representing their clients. The specialty backup centers have lost all support 
from the Legal Services Corporation. Local programs will no longer be able to 
conduct class action suits, provide representation before legislative bodies, chal­
lenge the legality of welfare reform statutes, or provide numerous other types of 
representation. Also disturbing are the new restrictions on the kinds of matters 
that can be handled by LSC funded programs. 

The funding for the National Senior Service Corps (the Foster Grandparent 
Program, the Senior Companion Program and the Retired and Senior Volunteer 
Program) has been cut by $7,423 million from its FY 95 appropriation levels. In 
real terms, this means 1,959 Foster Grandparent service years and 28 local projects 
will be eliminated. In the Retired and Senior Volunteer Program, the reduction will 
eliminate approximately 55 projects serving over4,4(X) local agencies and organi­
zations in approximately 100 counties in all states which today provide opportuni­
ties for 33,000 older volunteers. This cut represents a retrenchment from program 
growth which has brought needed service to communities across America and 
hundreds of thousands of service opportunities to older Americans. 

Welfare Reform and Grandparents 

Much of the current welfare reform debate has centered on developing poli­
cies for children being raised in poverty by single mothers. While there are many 
children who fit this description, a growing number of children are in the care of 
someone other than a parent, and in many cases, that someone is a grandparent. 

During the last decade, the number of grandparents raising 
...Congress will make it more grandchildren has increased by 40 percent 

d i f f icu l t f o r grandparents to Many grandparents raise their grandchildren not out of 
obtain aid on behalf o f choice but out of necessity, and at great cost to themselves. 
grandchildren in their care. ^ifty-six in̂ rcent of grandparent caregiver households have 
" mcomes of less than $20,000 per year. Twenty-seven percent 

live at or below the poverty level, which was $10,030 for a family of two in 1995. 
Because their own incomes are so modest, many of these grandparents depend on 
Aid to Families With Dependent Children to meet the needs of their grandchildren. 
Current reforms pending in Congress will make it more difficult for grandparents 
to obtain aid on behalf of grandchildren in their care. 

Among numerous other changes to AFDC, Congress intends to consolidate 
cash grant programs and related social service programs into block grants, to elimi­
nate the entitlement to AFDC, and to limit the time that states can provide benefits 
to any individual. States would have no obligation to maintain their current level 
of state spending. As a consequence, some states may reduce benefit levels and 
tighten eligibility requirements. As a result of ending the entitlement to AFDC, 
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Congress would force states to establish waiting lists, limit eligibility, or reduce 
benefits. This would be a hardship for grandparents who cannot afford to take care 
of their grandchildren without benefits, and for grandchildren who cannot afford to 
wait for benefits. And the time limits on benefits could create hardships for those 
entrusted with the care of young children. Absent a hardship waiver, a 64-year-old 
grandfather who assumes care of his 6-year-old grandson because of his mother's 
death would at most receive aid until the child reached age 11. 

Food Stamps 

Sweeping changes to the Food Stamp Program would end the federal framework 
for distribution of benefits, reduce benefits, and complicate the program's administra­
tion. If these reforms are adopted, the health of many low-income elders—a popula­
tion with little opportunity to improve its economic status—^may ^^""•"^^""^^^^^T"""* 
be jeopardized. Block grants offer no assurance that even mini- ^ •""^ assurance that even 
mal protections for older people would be retained by states, minimal protections for older 
making access to benefits still more difficult. people would be retained... 

The Food Stamp Program is needs-based. Applicants ' 
must prove that their household income is below the maximum income allowed, 
based on family size. In general, a household must have gross income below 130 
percent of the poverty level. In 1995 that was $809 per month for a household of 
one. In addition to having a low income, a Food Stamp household cannot have 
resources exceeding $2,000 in countable assets ($3,000 if the household includes a 
person aged 60 or older). 

The budget reconciliation conference bill would allow states to receive food stamp 
funds in a block grant if they have electronic benefit transfer systems in place or have 
quality control error rates below six percent. Block grants do not allow flexibility to 
respond to economic downturns that might cause increases in food stamp participa­
tion. States that opt for block grants could set up their own food assistance pro­
grams using different eligibility standards and different nutrition benefits. 

The legislation cuts benefit levels across the board from 103 percent to 100 
percent of the Thrifty Food Plan. Since benefits are already insufficient to meet 
needs throughout the month, recipients will likely mm to already overburdened 
soup kitchens and food pantries. Separate legislation is expected to cap the autho­
rization levels of the Food Stamp Program, limiting the ability to respond immedi­
ately to increased need in periods of recession or natural disasters. The reconcili­
ation conference bill cuts the Food Stamp Program by more than $34 billion over 
seven years. This will create hardships for well over a million older persons need­
ing food assistance. 
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7 Supplemental Security Income 

The maximum monthly federal Supplemental Security Income benefit for an 
individual living independently is $458 in 1995, well under the poverty line. Most 
recipients do not receive the maximum however. The average benefit for an indi­
vidual over 65 in 1995 is $143.62 per month. The average benefit for an individual 
with a disability is $383.11, and for a blind person it is $363.94. 

As the states are required to take on more financial responsibility, individual 
states may drastically reduce or eliminate the supplementary benefits they provide 
for specific populations of SSI beneficiaries. Additionally, SSI cash benefits for insti­
tutionalized individuals who are covered by Medicare or private insurance will be capped 

at $30 per month. 
As the states are required to The reconciliation bill eliminates benefits to those for 

take on more f i n a n c i a l whom drug addiction and alcohohsm are a contributing fac-
responsibility, individual states tor in their disability determination. SSI recipients who are 
may drastically reduce or primarily disabled because of drtig and alcohol abuse will 

, / . , , ^ have their benefits eliminated. (They may reapply based on 
eliminate the supplementary »s 

, J another impairment.) 
benefits they provide for specific reconciliation bill severely limits the access of non-
populations of SSI beneficiaries. citizens to SSI. It prohibits SSI eligibility to all noncitizen 

~ except: refugees, persons who have been granted aylum, and 
persons granted withholding of deportation (all up to five years) and residents who 
have at least 40 quarters of Social Security coverage or who are veterans. The bill 
also requires the income of the sponsors to apply to new immigrant applicants until 
they become citizens. 

Housing Assistance 

Proposed spending reductions in federal housing programs, particularly public 
and Section 8 housing, would have a severe impact on older residents of federally 
assisted housing and those older householders who need but currently do not receive 
housing assistance. Over 500,000 older people live in public housing, making up ap­
proximately one-third of all public housing residents. Under the conference agreement 
for the ĵpropriations bill, operating subsidies and modernization funds for public housing 

M i M M ^ M ^ M M would be cut by 3.5 and 33 percent respectively ($100 million 
...spending reductions in and $1.2 billion) from 1995 levels that were already low. These 

federal housing programs... cuts will force the defend of routine maintenance and repairs, 
, - , . . the loss of key personnel such as sel̂ 'ice coordinators, and the 

would have a severe impact on ^^ellation of major renovations, such as congregate facilities, 
older residents... designed to serve an increasingly elderiy resident population. 

The appropriation bill will also increase rents for residents 
of privately owned Section 8 subsidized units of whom 46 percent (546,000) are 
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elderly. Poor tenants who now pay little or nothing in rent because of very low 
incomes will be required to pay a minimum rent of $25 per month or an additional 
$300 per year. In addition, rent contributions for all residents will be increased 
from 30 to 32 percent of income, an additional $140 a year for the average resi­
dent. Finally, the bill eliminates funding for new housing certificates and vouchers, 
eliminates funding for the Congregate Housing Services Program and eliminates 
separate funding for service coordinators, and reduces funding available for hous­
ing assistance for older persons under the section 202 program. HUD reports that 
almost one million older households having "worst case needs" do not receive any 
housing assistance. 

Low Income Home Energy 
Assistance Program 

In FY 1995 the Low-Income Home Energy Assistance Program block grant 
was funded at a level of $ 1.319 billion dollars. States have estimated that they will 
spend more than $915 million of FY 95 funds for heating assistance alone. This 
assistance will go to more than five million households (over one-third are headed 
by older persons), including over one million in New York, 350,000 in California 
and 200,000 in Illinois. 

The current Senate recommendation is for an appropriation in FY '96 of $900 
million, representing a 32 percent cut. Under the Senate recommendation, it is 
estimated that neariy two million households could lose their 
energy assistance. This assistance includes emergency cool- ...nearly 2 mdlion households 
ing assistance as well as heating assistance. Experts estimate could lose their energy assistance. 
that to continue functioning in any meaningful way, the pro- — — ^ — — ^ — — — — 
gram requires a minimum $ 1 billion federal contribution. 

In FY 95, 44 states and 25 Indian tribes received additional funds ("lever­
aged incentive awards") as a result of committing non-federal funds for home en­
ergy assistance. A one-third reduction of federal funding could discourage states 
from attempting to continue their current contribution. 
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Alliance for Aging Research, Alzheimer's Association, American Association 
for International Aging, American Association of Homes and Services for the Ag­
ing, American Association of Retired Persons (AARPX A F L ^ O Department of 
Employee BcMfits, AFSCME Retiree Program, American Foundation for the Blind, 
American Geriatrics Society, American Society on Aging, Asociacion Nacional 
pro Personas Mayores, Association for Gerontology in Higher Education, Asso­
ciation for Gerontology and Huxnan Development in Hiatorically Black Colleges 
and Universities, B'nai B'rith Center for Senior Housing and Services. Catholic 
Golden Age, Eldercare America, Inc., Families USA. The Gerontological Society 
of America. Gray Panthers. Green Thumb. Inc., National Asian Pacific Center on 
Aging, National Association for Home Caorc, National Association of Area Agen­
cies on Aging, National Association of Foster Grandparent Program Directors. 
National Association of Meal Programs, National Association of Nutrition and 
Aging Services Programs, National Association of Retired and Senior Volunteer 
Program Directors, Inc., National Association of Retired Federal Employees 
(NARFE), National Association of Senior Companion Project Directors, National 
Association of State Units on Aging. National Caucus and Center on Black Agisd, 
IncNational Committee to Preserve Social Security and Medicare, National Coun­
cil of Senior Citizens O ĈSC), National Council on the Aging, Inĉ  National His­
panic Council on Aging, National Osteoporosis Foundation, National Senior Citi-
zens Law Center, National Senior Service Corps Directors Associations, North 
American Association of Jewish Homes and Housing for the Aging, Older Women's 
League. United Auto Workers Retired Members Department 
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NINE DIFFERENT WAYS: 

HOW THE BUDGET HURTS OLDER AMERICANS 
Report of the Leadership Council of Aging Orgaoizations 

The news media have reported on massive cuts in programs vital to older Americans; but they 
have not yet focused on the cumulative impact of those cuts. As Congress embarks on the most 
diastic changes in tbe social safety net in history, these multiple cuts will do far more damage than his 
been reported. 

1. rftngreMCfi««M«>«HfarettTomin«wi Part B premiums risefroin$4«.10toahnost $90 a mouth by 
2002. Senate plan doubles Part B deductibles from S100ayearto$210by 2002. Beneficiaries needing 
ceruin hospital outpstient serviccE would pay even more than 4)e 50% coinsiranee dtey now pay. 

rowf reia Tnti Medicaifi T T^™ Tare Medicaid ipoidbg would bc cut by $170 billion ovcr 
seven years. Federal standards for eligibility, services, payment, and quality would be seriously weakened. 
The House would allow states to force people to sell tbe funily home to qualify for long tenn care and end 
federal protection from nursinghome abuse. 

X rftnprft»!̂ ftf*«M«yiiffl|î  AenimC^n Under the House pTOposal. Current federal requirements to 
pay Medicare deductibles and coiitsurance for bw-income Medicare beneficiaries would be ended. Tbe Senate 
would eliminirtc current federal requirements to pay Medicare premiums, deductibles, and coinsurance for low-
income beneficiaries. 

4. welfare Hefnmi and firandpartnte During the last decade the numbcTof grandparents raising 
grandchildren climbed 40V«. Most have household incomes under $20,000 per year. Reforms will make it 
more difficult to obtain aid for their grandchildren. 

ff. FttoJ Stamp* Block grants offer no assurance thai even minimil protections for older people would 
be retained by states, making access to benefits still more diificuh. 

6. SuppiMnftiitois**nHtyiiigftina Individual states may slash or eliminate SSI supplementary benefits 
Cash benefits for institutionalized elderly covered by Medicare or pivate insurance would be can>ed at S30 a 
roontfa. 

7. Wnn«tiig A««i«faii«̂  Older people make up approximately Qs»-third of all public housing residents. 
Operating subsidies and modernization funds for public housing would be cut by 14 and 33 percem 
respectively from 1995 levels. Rents will be rais^ for residents of privately owned section 8 subsidized units; 
46 percem are eklcrly. 

B, Ifiw iBccme Home Energy A^^we* Proyram The Senate recommendation is for i 32 percent 
eut. Nearly 2 million households could lose their energy assistance. 

o nid^r Amerir̂ m Art - Haman Servleee. Legal SeryicM. Arinr Rftwarrb. Training Cuts will 
mean 6.3 million fewer mealt st senior centers and S.6 million fewer to homebound elders. Research on sging 
issues, funded under Older Americans Act Tttle 4, bas been severely cut or eliminated. Senate cuts fimds 
80%. Huuse bill eliminates fUnding. Elderly and disabled truisportatiou piogram cut $7.5 million. Legal 
Services Corp. and legal assistance under Older Americans Act severely cut. 
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NINE DIFFERENT WAYS: 
How the Budget Hurts Older Americans 

Report of the Leadership Coancil of Aging Organizations 

The news media have rq>orted on tbe masaive cuts in ĵ ograms vital to older 
Americans; but they have not yet focused oa the cumulative hnpact of those cuts. 
For many vulnerable elderly, these multiple cuta, j»led one on top of the other, will 
do far more damage than has been reported. 

Congress is embarking on the most drastic changes in tbe social safety net in 
the history of our netiott. The budget reconeiUatioa bills would cut Medicare by 
S270 billion over seven years, end any entidement to public assistance and Medic­
aid and turn them into block grants to the states. Tbe bills will limit or eluninate 
SSI benefits for certain aged, disabled or non-citizen beneficiaries and make major 
cuts in food stamp, housing support programs, home heating, mitrition, and a vari­
ety uf otlier programs. All this comes at the expense of tbe iuitian*s most vulner­
able populations. At the same time Congress is cutting taxes by $245 billion. 
Including massive tax reductions for big corporations and wealthy individuals. 

1 Congress Cuts Medicare $270 Billion 

In 1995, tbe avaraga Medicare beneficiary pays $2,750 in out-of-pocke! health 
care costs. Ilie House and Senate proposals to hioease premiums and deductibles 
will increase that amotmt significantly. 

The House and Senate jdans double Part B praniuns fiom $46.10 in 1995 to 
ahnost $90 a month by 2002. Hie Senate plan dottles Part B deductibles, cunently 
$100 per year, to $210 by the year 2002. Whik the current limh on physician balance 

hilling in the traditional Vfadicare fee for service progiam woukl 
It doubles Fart B deductibles, lemam in place, limits woukl likely not ̂ )ply to the new cover-

currently $100po'year, to $210̂ . age options nudined in fiie plan. Benefidanesintibetiaditicmal 
— i ^ ^ — — — p r o g r a m vÂ  need certain hô tal ou^ent services would 

pay even more than the 50% coinsurance they an: paying today. 
Most of the proposed cuts in Medicare spetkling—approximately $150 bil­

lion— come fiom lowering fees to doctors, hô itals and odier providers. Medi­
care already pays physicians and hospitals only about two-thirds as much as private 
insurers. These additional cuts coî d create soious disincentives fm- doctors to 
treat Medicare fee-for-service patients, or could reduce the quality of care. 

Payments to doctors, hospitals and other providers would be finther reduced 
under the House bill, if total fee-for-service costs are projected to exceed a cap, 
known as a ''M-safe'* mechanism. Proposed cbangas in the wayt home health 
agencies are paid, included in both the House and Senate plans, could reduce ac-
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cess to home health services by persons who need caie for an extended period 
(over 120 days). 

The proposals would also make unprecedented changes in the way maity 
Medicare beneficiaries receive care. Beneficiaries would be permitted to stay in 
the traditional fee for service program, but could also choose new coverage op­
tions including new managed cait plans, medical savings accounts, and provider-
spon̂ red networks. If healthier beneficiaries choose the new opUons, leavmg 
sicker beneficiaries in the traditional program, coststothe traditional program would 
rise. Another risk is that Medicare payments will not keep pai« with the actual 
costs of coverage, so that pun;hasing power is eroded and seniors wiU have to pay 
higher premiums or receive reduced coverage. 

Congress Cuts Medicaid 
Long Term Care 

Ahnost two-thirds of aurshig home residents receive assistance from Medic­
aid Most are elderly women. Medicaid pays more than half the nation's nursing 
home bill, including care for thousands of middle class older Americans who have 
spent nearly all their assets paying the average $38,000 annual nursing home fee. 

Although Congressional proponents of Medicaid reductions say thdr plan 
does not cut Medicaid, it only limits the rate of growth, projccied Medicaid spend­
ing would be cut by $170 W t o n ^ States would have to Choose 
seven years. Growth m Medicaid coste . - , 
would be held to an average of approxi- between paying for enforcement 
mately four percent a year compaed to of tough standards themselves , 
a projected annual growth rate of about Qf. Q ĉe again leading nursing 
lOpercent. Federal Medicaid dollars to z^ ,̂,,̂ , without consistent 
the states >wuld be capped regadteM ^^„„i„as. 
of changes hi inflation or need and fed-
cral standards for eligibi%. services, payment, and quahty wouU be seriously we^ 
ened, especially in the House bill. 

The program would be turned into a block grant to the states. Under the 
block grant, states could decide to eliminate coverage for high cost services such 
as institutional long term care. Or If states chose to continue coveting institutional 
care, they might severely cut coverage of home and commimity services—the set­
tings preferred by the vast m̂ ority of people with disabilities. 

The House proposal would allow states to force individuals to sell the family 
home m order to qualify for Medicaid long term care. 

Mioor improvements to nursing home quality standards were enacted to 1987, 
aSter an Institute of Medicine report documented the problems m care for the eld­
eriy. Currently, every nursmg home m the nation is mspected annually. Under liie 
House proposal, the federal government would make states responsible for moni­
toring nursing homes. States would have to choose between paying for the en­
forcement of tough standards themselves, or once agam leaving nursing homes 
without consistent standards. 

Nine DifTer»nt Way* LCAO " W * 
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Congress Cuts Medicaid Acute Care 

Beyond long term care expenses, vutoerable older Americans get assistance 
from Medicaid in a number of ways. For elderiy people living m poverty, Medicaid 
pays their Medicare premiiuis, deductibles, and coinsurance requirements (these 

beneficiaries are termed Qualified Medicare Beneficiaries or t)enencianesareiermec vuaunca wcoiwacocncutioiiwwi 
...current federal require- qj^^y low-income Medicare beneficiaries (tocomc 

ments to pay Medicare deduct- between 100 and 120 percem of poverty). Medicaid pays 
ibles and coinsurance for low- only their Medicare premium. For the poorest elderly, those 
income Medicare beneficiaries meeting the SSI eligibility criteria (income below 75% of 
would be eliminaled. poverty). Medicaid covers services that Medicare does not 
_ , _ _ _ . „ . . . ^ _ . « i . ^ cover such as prescriptimdn^ hearing aids, and eye glasses. 

Medicaid also pays their Medicare premium, deductible, and coinsurance. Under 
the House and Senate proposals, current federal requirements to pay Medicare 
deductibles and cohisurance for low-income Medicare beneficiaries would be ellxnl-
nated. Although there will be minimal requiremenis for states to pay Medicare 
{xemiums. an additional 4.8 million people could be left without assistance to pay 
Medicare out of pockat costs. Such assistance would be left to the states to cover 
at their option. The same would be true of coverage of Medicaid services for the 
poorest elderly, includmg important services not covered by Medicare. Both pro­
posals eliminate the mdividual entitlement to Medicaid for SSI recipients, leavmg 
states to determine eligibility for Medicaid services. 

Although it is unlikely states will abandon all coverage of elderly individuals, 
the magnitude of the cuts—30 percent by 2002---makes it unlikely that states can 
continue their current commitment to the elderiy. Medicaid eligibility for tbe eld­
erly is likely to be reduced and many low-income elderly would also be al risk of 
losing their Medicare coverage. Today. 68 percent of all elderly livtog m poverty 
rely on Medicare alone (40%) or Medicaid and Medictm; (28V») fur their healtb 
care coverage. Without assistance from Medicaid, many loW'tocome elderiy would 
not be able to afford their Medicare coverage, let alone private st̂ plemental cov­
erage for satvices Medicare does not cover. Low-income elderly individuals would 
be foiced to dioose between paytog their Medicare out-of-pocket expenses or 
paymg rent and other basic needs. 

Welfare Reform and Grandparents 

Much of the current welfare reform debate has centered on develqpmg poli­
cies for children bemg raised to poverty by stogie mothers. While there are many 
children who fit this description, a grovring nimber of children are m file care of 
someone other than a parent, and to many cases, that someone is a grandparent. 
During the last decade the number of grandparents raistog grandchildren has m-
creased by 40 percent. 

Many gnmdparents raise their grandchildren not om of choice but out of ne-
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cessity, and at great cost to themselves. Fifty-six percent of grandparent caregiver 
households have tocomes of less than $20,000 per year. Twenty-seven percent live 
at or below the poverty level, which was $10,050 for a family of two m 1995. 
Because their own incomes are so modest, many of these grandparents depend on 
Aid to Families With Dependent Children (AFDC) to meet the needs of their grand­
children. Current reforms pending to Congress will make ^m^^^m^mmmi^^^i^^ 
it mora difiBcult for grandparenu to obtam aid on behalf of ...Congress will make it more 
grandchildren to their care. difficult for grandparents to 

Among mimerous other changes to AFDC, Congress ^^/g/n aid on behalf of 
intends to consolidate cash grant programs and related so- grandchildren in their care. 
cial service programs mto block grants, to eliminate fiie 
entitlement to AFDC, and to limit the time that states can provide benefits to any 
individual. States would have no obligation to mamtain thdr current level of state 
spending. As a consequence, some states may reduce benefit levels and tighten 
eligibility requirements. As a result of ending tbe entitlement to AFDC, Congress 
would force states to establish waiting lists, limit ehgibility, or reduce benefits. 
Thî k would be a liardsliip for grandparents who cannot aifoid to take care of their 
grandchildren without benefits, and for grandchildren who cannot afford to wait 
for benefits. And the thne Umits on benefits could create hardships for those en­
trusted with tbe care of young children. Absent a hardship waiver, a 64-year-old 
grandfather who assumes care of his 6-year-old grandson because of his mother's 
death would at most receive aid until the child reached age 11. 

Food Stamps 

Sweeptog changes to the Food Stamp Program would end the federal frame­
work for distribution of beneflts, reduce benefits, and complicate the program's 
administration. If these reforms are adĉ nted, the health of many low tocome el­
ders—a population with littie opportunity to improve its economic status—may be 
jeopardized. Block grants offer no assurance tiiat even natoimal protections for 
older people would be retained by states, making access to benefits still more dif-
ficuh. 

The Food Stanu) Program is needs-based. Applicants must prove that tiieir 
household income is below the maximum income allowed. 
based on fimiily »i». In general, a houaehold must have assurance that even 
gross mcome below 130 percent of the poverty level. In minimal protections for older 
1995 that was $809 per month for a household of one. In people would be retained.̂ . 
addition to having a low income, a Food Stamp household mmmmm̂^̂ m̂̂^̂ îmmmmmmt̂^̂ m̂m 
cannot have resources cxceedtog $2,000 m countable assets ($3,000 if the house­
hold includes a person aged 60 or older). 

Tbe new legislation woukl allow stales to design their own eligibility and 
benefit standards. As a consequence, there oould be 50 different programs, usmg 
SO different eligibility standards, and offering 50 different nutrition benefits. The 
House version would create a capped entitlement with almost no flexibility to re­
spond to economic downturns that might cause increases to food stamp participa­
tion.. It would cap annual increases m allotment levels at 2 percent, regardless of 
NbieDlfrarantWaya LCAO PagTs 
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food price inflation, thus eliminating tbe critical link to basic nutrition standards. 
The Senate version would reauthorize the program through FY 2002 with no 

cap. Both House and Senate versions would disqualify any childless aduhs who do 
not work or participate m woricfare programs 20 hours per week. There is no 
requirement that states provide jobs, training, or wwkfare slots. 

Supplemental Security Income 
The maximum monthly federal SSI benefit for an individual livtog indepen­

dently is $458 to 1995. Most recipients do not receive tiie maximum, however. 
The average benefit for an individual over 65 to 1995 is $143.62 per montii, about 
one-quarter of the federal poverty line. The average benefit for an todividual with 

a disability is $383.11, and for a blind person h is $363.94— 
Those who need SSI benefits both well below the poverty line. 

because they are old and poor wiU As tiie states are required to ̂  on more financial rc-
*̂  M.̂ ,v inmain- sponsiblUty, mdividual states may drastically reduce or elmu-

HOVe to wan longer... aate the sî ementary benefits they provide for specific popu-
lations of SSI beneficiaries. Additionally, SSI cash benefits for institutionalized indi­
viduals who aie covered by Medicare or private hsurance win be capped at $30 per 
monfli. Those who need SSI benefits because they *e old and poor will have to wait 
longer, if tiie House bill becomes law. The eligibility age for tiie SSI aged category 
increases fiom 65 to 67 to 2003. 

The House bill eliminates benefits to those for whom drug addiction and alco­
holism arc a contributing factor to tiieir disability. SSI ledpients who are disabled 
solely because of drug and alcohol abuse will receive no help firom SSI. 

The House bill severely limits tiie access of n<»-citizens to SSI. It prohibits 
SSI eligibility fbr all non-citizens except: Refugees who hiive been to tlie US less 
tiian five years; lawful permanent residents over age 75 who have been to tiie US at 
least 5 years (not eligible to Senate bill); lawful permanent residents who cannot 
take tiie naturalization exam because of physical or mental impakment(not eligible 
m Senate bill); and residents who have enough quarters of coverage to receive 
i>ocial Securî  (not eligible to House bill). The House bUl also requires tiie tocome 
of sponsors to an>ly to new immigrant applicantŝ  

7 Housing Assistance 
Proposed spending reductions to federal housing programs, particularly pub­

lic and Section 8 bousmg, would have a severe hnpact on older residents of feder­
ally assisted housing and tiiose oldor householders ̂  need but currently do not 
receive houstog assistance. Over 500,000 older people live to public houstog and 
they make tq> approxtooately one-thhd of all public houstog residents. Under the 
House-passed appropriations bill, operating subsidies and modernization fimds 
for public houstog would be cut by 14 and 33 percent respectively ($400 million 
and $1.2 billion) fiom 1995 levels. These cuts will force the defenal of routine 
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mamtcnance and repairs, tiie loss of key personnel such as service coordinators, 
and tiie cancallation of major renovations, such as congregate facilities, designed 
to serve an increasingly elderly resident population. ^ ^ ^ ^ 

The appropriation bill will also tacrease rents for resi- ~ 
dents of privately owned section 8 subsidized units of whom ...older people...maHe up 
46 percent (546,000) are elderly. Poor tenants who now pay approximately one-third of all 
littie or notiitog to rent because ofvery low tocomas willbe public housing residents. 
required to pay a minimum rent of $50 per month or an addi-
tional $600 per year. In addition, rent contributions for all residents will be in­
creased from 30 to 32 peicent of income, an additional $140 a year. Finally, tiie bill 
eliminates funding for new houstog certificates and vouchers, and reduces fiinding 
avaUable for construction of special units for older persons under the section 202 
program. HUD reports tiiat almost one million older households having "Sworst 
case needs** do not receive any houstog assistance. 

Low Income Home Energy 
Assistance Program 

In 1995, the appropriation for tiie Low-Income Home Energy Assistance Pro­
gram (LIHEAP) block grant was funded at a level of $ 1.319 btiUon doflars. States 
have estimated that tiiey will obligate more tiian $915 million of FY 95 fiinds for 
heating assistance alone. This assistance will go to more tiian five million house-
holds (half ar« beaded by older persons), includmg over one million toNew York, 
350,000 to California and 200,000 to Illinois. 

The current Senate recommendation is for an appropriation of $900 milhon. 
representing a 32 percent cut Under the Senate recnmmen- ^""T^ mdUmn households 
dation. it is estimated nearly 2 miUion households could lose •"'»^«^ 2 nullum households 
their energy assistance, nus assistance includes emergency could lose their energy assistance. 
cooltog assistance as well as heating assistance. Experts have 
cstimatedtiiat to continue to fimction to any meaningful way a mmimum $1 biUion 
federal contribution Is essential. 

In FY 95,44 states aiul 25 Indian tribes received additional fiinds ("lever­
aged incentive awards") as a result of committing non-federal fimds for home en­
ergy asdirtance. A one-tiiird reduction of federal ftmdmg could discourage states 
from attempttog to continue tiieir current contribution. 

The Older Americans Act — Human 
Services, Legal Services, Aging 
Researcli, Training 

Reductions tohuman serwcesprogratnswiU fiffther jcopardizethe abi% rf^^ 
peopk to teniatoindqjendem to tiieir own communities. 01 paramount importance to 
providing human service programs to tiie elderly is the Older Acaetican Act 
NineOHfamntWaya LCAO ^ f̂l* ̂  
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For the past tiiiity years, the Older American Act (OAA) has acrved the best 
toterests of the elderly and their caregivers by fimding a variety of services, sup-
poittog research and training to tiie aging field, and providing job training pro­
grams for low income older individuals. Since 1980. ftinding for OAA has de-
cltoed to real terms by over 30 percent Funding plans passed by tiie House would 
cut the program by $145 milUon, an 11 percent reduction bom current leveU>. 
Critical services to local communities includmg meals, m-bome senices, elder abuse 
prevention, nursing home ombudsman, senior centers, senior employment, agtog 

reaearcb and training, and other hnportant areas that serve 
• ^ " ^ " ^ " " " " ^ " " ^ " ^ ^ ^ ^ older Americans will be cut back or eliminated Grants for 

As a result of these cuts, 6.2 Native American seniors program will suffer greatiy given tiie 
million fewer meals would be traditionally low fimding levels which support tiie provision 
served in congregaU sites and 5.6 of all services to American Indian and Native Hawaiian el-
million fewer meals would be ^ ^ ^̂ ^̂  ^ ^ 2 million fewer meals would be 
delivered to homebound eiaers... served to to congregate sits and 5.6 miUion fewer meals would 
~ be delivered to homebound elders; 14,000 older woricers 

would be tciminated from tiie Senior Community Services Employment Program; 
and 165 local ombudsman i»t)grams would be elimtoatcd, reductog services lu 
52,000 nursing home residents. 

Money for aging research has been severely cut by Ĉ ongress. Titie IV of tiie 
Older Americans Act, which supports traintog, research, demonstrations and edu­
cation, was zeroed out by tiie House and cut by $21 million to tiie Senate. The 
Health Care Financmg Administration's research and demonstration fimdtog was 
cut by $94 miUion to the House. The Healtii Resources and Services Research 
funds would be cut by $102 million. All of titese research fiinds have assisted to 
dcmonstratmg new programs and streamlining public programs for the elderly. 
Demand for tiiese programs will conttoue to rise as tiie population of our nation 
continues to age. 

Transportation programs for the aged and people witii disabilities are also to 
danger. House and Senate conferees have proposed cutting tiie Federal Transit 
Aa*s Section 16 program for tiie Elderly and Disabled by $7.5 miUion over last 
year's conference report Compounded by the jvoposed cuts to Medicaid, the 
Older Americans Act, and mass transit ̂ qiropriations, tranq;>ortation services for 
tiia alderly wiU be seriously impacted. 

Congress is sharply cutting tiie Legal Services Corporation (LSC) as weU as 
legal assistance provided for under tiie Older Americans Act Appropriations 
have been drasticaUy cut and restrictions have been placed on what attorneys will 
by able to do to representing tiieh* cUenls. The substantive backup coiters have lost 
all sappott ftom LSC. Local programs wiU no longer be able to do class action 
suits, representation before legislative bodies, file suits against states tiiat chaUenge 
tiie legaUty of the welfare reform, and numerous otiier types of representation. 
Alxo difrturbing is the new fimding sources restricted by LDC limitations. 

Special projects, such as tiie White House Conference <MI A^g, have also 
bccndefuuded. 
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WHAT CONGRESS IS DOIMn TO WIDOW JONPS, fi^Qf 7Q 

MIS. Jones, a 73 year old widow who lives alone, bas a total casii income of $438 per 
month ($5,496 per year) from Social Security and SSI. to addition, she receives assistance from 
Medicaid, food stamps, the Low-income Home Energy Assistance Program aiHEAP) and 
OAA. Mrs. Jones is eligible for botii Medicare and Medicaid (as an SSI beneflciaiy). Medicare 
and Medicaid pay for most of Mrs. Jones's doctor bills and occasional hospital visits, toduding 
her prescription drujs for diabetes, arthritis, and glaucoma and pays for her eyeglasses. Medicaid 
also pays for her Medicate premiums, deductibles, and coinsurance, but were she not duaUy 
eUgible, her low inooma would still qualify her for Medicaid paymem yf Medicate piemlums, 
coinsurance, and deductibles under tiie (Jjialified Medicare Benefidaiy (QMB) program. Mrs. 
Jones receives a hot liome-ddivcred meal five days a week, receives a one-time $160 payment 
tiuough tbe Low-tocome Home Energy Assistance Program (LIHEAP) and $63 per momh to 
food stamps. 

The Chan beUow Uhistrates tiie disastrous cumulative impact of Budget cuts to elderiy 
health and welfare programs. If Medicaid and food suunps ore Mock-granted, Mra. Jones could 
lose her eligibiUty for both, She could also lose her yearly $160 help with healing biUs and 
services under the Older Americam Aa such as meals on wheels and help with legal matteis. 
She would have to pay for Medicare coverage as well as some medical costs, indudtog some 
medicines, thai are now paid by Medicaid. 

Widow Jones total tocome is $5,496. To make up for the impaa of Congressional 
Budget cuts, her 1996 Out-of-pockets would exceed her total income by $188. And she still 
would need to find money for the basics: houstog, utilities, telephone, and traispoitation. She 
may not be able to get medical care. She may not be able to purchase needed mediaiUuiis. Or, if 
she pays for medical care, she may become homeless. Note tim her out-of-pocket costs go up 
every year through 2002. 

fiscal Year 

Benefit Cut/Cost Increase 1996 mt 199S 1909 2003 3001 2002 1996-
2002 

Part B prenuun $72 $48 $48 $60 S84 $72 SB4 $468 
Pan B deductible ' 150 170 180 • iW 200 2i6 
Drnm ' ' fiSi Uis 3^3 4217 4€38 3102 27323 
Coinsurance 1387 1588 1699 1818 1945 2062 12^^ 
Food Sumps 756 781 863 ^3 923 3839 

T3!EAP 160 165 171 176 182 189 195 123f 
Meals 520 337 555 374 394 014 633 4(i29 
Total $5,925 $6,825 $7357 $7,948 ii.551' •" $9.̂ 1 Sim 
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•The figurei in the t»ble :ep:e»ent the estimtcd dellir v«jue of the ;edj«ion« in bencfiu th«i would occur nt» 
mull Cf proposed budget cuu. They do not represent losses of income, bat lathcr losses of benefits. In fact, it 
would be imposiibk for Mrs. Jones to purcbise «U of these services end products wore ihc to lose ehgibility for 
McJiwud, fgod sumps, etc. because her income simply would be insufficient to p»y for them. The figures ebovc 
are based en the following assumptions: 1) M:s. Jones is no longer eUgible for Medicaid, food ttampe. UHEAP. 
or meeb; 2) the now niuit have he Medicare Part B premium subtracted from her Social Security COLA, thereby 
eliminating her innual COLA increase (her monthly Social Security benefit level is ijsuned to be S200 in J 995, 
which providti« COLA of Just over S6.00 per month. SO Mn. Jones cannot pay the full Part B premium increase); 
3) she must p»y her Part B deductible outK)f-pocktt, and she must pay for the entire cost of drugs and pcrsooal care 
out-of-poeltet now Wouse she no longer b«k Medicaid coverage, and Uieit cosu are not covered by Medicare; 4) 
the Pan B premium under current Uw would revert to 25 percent of Part B co»u, but it is assumed here o remain at 
its cnrteni leva) of 31.5 pweeat of Part B eo«u; 5) th« Pirt Q deduvu'blc i» assumed lo Increase 10 5130 in I99t and 
rise to $210 by 2002; 6) estimated monthly cosu of drags for diabetes are estimated at $123, for glaucoma at $65, 
•nd for inhritis at S50: 7) estimated en»t» of coinfuranee az« bac»d on ovaxBgc coau fa po« Medicaid 
beneficiaiiea for hospital and physician services covered by Medicaid less tite Pin B premium. Part B deductible. 
tad drug coinsurance: and 8) drugs and coinaurance am Inflattd at 7 p«rc«nt ̂  yn; food funpe, LIHEAP, and 
ntab are inflated at the rate of the CPI. 
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May 3.1996 

FY'96 Appropriations for Elderly Programs (in thousands) 
FY'95 FY'96 FY'96 FY"96 
Actual House Senate Final 

Administration on Aging (total) $876,007 $801,232 $831,027 $829,393 
Supportive services and centers 306,711 291.375 291,375 •300.556 
Ombudsman serviceiS 4.449 0 4,449 0 
Elder abuse prevention 4,732 0 4.732 0 
Pension cOUoseling 1,976 0 0 0 
Preventive health 16,982 0 15,623 15,623 
Congregate meals 375,809 364,535 364,535 364,535 
Home-deliverecl meals 94,065 105,339 105,339 105,339 
Ill-home services/frail 9,263 9,263 9.263 9,263 
Native Americans 16,902 15,550 15,550 16,057 
Research, training, special proj. 25,630 0 4,991 ..2.850 

-Federal Goundl on Aging 176 0 0 0 
WWte HbUse Cbnfefence on Aging" 3,000- 0 0 0 
Program administxatioD 16,312 15,170 15,170 15.170 

Department of Labor 
Adult training 996,813 745,700 900,000 850,000 
Senior community service 395,060 350,000 350,000 •*373,000 
Dislocated worker assistance 1.228.550 867.000 1,200,000 1,097,500 

Health Care Financing Administration 
Medicare contractor payments 1,6W.171 1.604,171 1.584,767 1.6CW.171 
Medicare state survey and certificadoD 145,800 147.625 147,625 147,625 
Medicaid current law benefits 84,835,700 92,235,200 92,235.200 92.235,200 
Medicaid statia/local administration 3,602,660 3,742,000 3,742,000 3,742,000 
Program managemeot 2.178,024 2.130,810 2,111,406 2,130,810 
Insurance counseling 4,536 0 0 0 
Research, demo., evaluation 45,146 40,000 40,000 40,000 

Housing and Urban Development/Agriculture 
Assisted housing 11,083,000 10,155,795 10,086.795 9,818,795 
Section 202 elderly housing 610^75 780.000 780,000 780.240 
Section 8 renewals 2,536*000 0 0 0 
Congregate services 25,000 0 0 0 
HOME l,400i000 1,400,000 1.400.000 1,400,000 
Homeless assistance graotj 1.120,000 • 823,000- - 823,000 823,000 
Very low-income housing repair (USDA) 1.100 1,100 1,100 1,100 

National Senior Volunteer Corps 135,764 128,341 128,341 128,341 
Foster Grandparents Program 67,812 62.237 62,237 62,237 
Senior Companions Program 31,244 31,155 31,155 31,155 
Retired Senior Volunteers 35,708 34,949 34,949 34.949 
Senior demo. 1,000 0 0 0 

Miscellaneous programs 
Alzheimer's demonstration grants 4,959 4.000 4,000 4,000 
Breast/cervical cancer screening 100,000 125,000 125,000 125,000 
Cooomunlty Services Block Grant 389,600 389.600 389,600 389.600 
Community Food & Nutrition 8,676 4.000 4,000 4.000 
Geriatric education & traioiag 8,273 consolidated 6,618 7,942 
Legal Services Corp. 400.000 278,000 ' 300.000 278.000 
Low Income Home Energy Asst. 1,319202 900,000 900,000 900,000 
National lUstitute on Aging (non-AIDS) 432.164 453.917 453,917 453,917 
Services for Older Blind Individuals/DOE 8.952 8,952 8,952 8,952 
Social Services Block Grant 2.800.000 2,520.000 2,310,000 2,381.000 
Veterans medical care 16,214,6S4 16,564,000 16.564,000 16.564,000 

•Includes $4.5 million for ombudsman, S4.7 millioQ for abuse prevention. 
**Earmarks 22% for states and 78% for aational cootracton as proposed by Senate. 
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