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FEDERAL COUNCIL ON THE AGING
WASHINGTON, D.C. 20201

December 29, 1975

The President
The White House
washington, D.C. 20500

Dear Mr. President:

on behalf of the Federal Council on the Aging, I am pleased to
submit a "Study of the Impact of the Tax Structure on the
Elderly.

This study was undertaken to fulfill the legislative mandate of
the 1973 Amendments to the Older Americans Act, section 205 (h):

The Council shall undertake a study of the combined
impact of all taxes on the elderly - including but
not limited to income, property, sales, social se-
curity taxes. Upon completion of this study, but
no later than eighteen months after enactment of
this Act, the President shall submit to Congress,
and to the Governor and legislatures of the States,
the results thereof and such recommendations as he
deems necessary.

The 1975 amendments to the Older Americans Act extended the time
by which the President is to submit recommendations to January 1,
1976.

Recommendations pased on the findings of this study are also in-
cluded for your consideration.

incerely s ﬁ ,;f ;

Bertha S.“Adkins
Chairman
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PREFACE

In the 1973 amendments to the Older Americans Act, the Congress
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directed the Federal Council on the Aging to:
"...undertake a study of the combined impact of all taxes on the
| elderly -- including but not limited to income, property, sales,

Social Security taxes. Upon completion of this study, but not

later than eighteen months after enactment of this Act, the

President shall submit to Congress, and to the Governor and legis-

latures of the States, the results thereof and such recommendations

as he deems necessary."

The 1975 amendments to the Older Americans Act extended the time by
which the President is to submit recommendations to January 1, 1976.

This report consists of both a description and analysis of various
taxes which impact on the elderly as well as recommendations from the
Federal Council on the Aging for the consideration of the President to
forward to the Congress, and to the Governor and legislatures of the
States.

The Council is most grateful to Elizabeth T. Duskin for her services
as consultant to this study. She carried out the research for this under-
taking; the conclusions and recommendations contained in this report
reflect the formal actions of the Federal Council on the Aging. Final
review by the Council took place at its meeting of December 3-5, 1975 in .
Washington, D.C. Approval was unanimous on the recommendations except
for D-2 on property tax on which there was one dissenting vote.

The Secretary of the Department of Health, Education, and Welfare

and the Commissioner on Aging are ex-officio members of the Council but
they do not participate in the development of recommendations by the

Council because of the fact that such recommendations are made, under the

law, to them, to the President, and to the Congress.




THE IMPACT OF THE TAX STRUCTURE ON THE ELDERLY
TABLE OF CONTENTS

PART I

RY AND RECOMMENDATIONS

Objectives of the Study
Summary of Findings
Income Characteristics of the Elderly

The Aggregate Picture of Tax Impact:
The General Population

The Aggregate Picture of Tax Impact:
The Elderly

The Individual Income Tax:
Federal and State-local Levels

Recommendation A
The Payroll Tax

Recommendation'B
The Sales Tax

Recommendation C-1
Recommendation C-2

The Property Tax

Recommendation D-1
Recommendation D-2

O S0 oy v U

o o

10

12
13

- 111 -

PART II

ANALYSIS AND EVALUATION

CHAPTER I - INTRODUCTION AND BACKGROUND

1.
2.
3.
4.
CHAPTER
1.

2.

3.

The Purpose of the Study
Income and Wealth Characteristics of the Elderly
The Tax Base

Taxes Selected for Inclusion

II - THE AGGREGATE PICTURE

Introduction

The Combined Impact of All Taxes on the General
Population

The Combined Impact of All Taxes on the Elderly
Population

CHAPTER III - THE IMPACT OF SPECIFIC TAXES ON THE ELDERLY

A.

THE INDIVIDUAL INCOME TAX
1. Introduction

2. Estimates of the Relative Burden of Individual
Income Taxes on the Elderly

3. The Distribution of Tax Expenditures
THE PAYROLL TAX

1. Introduction

2. The Social Security System

3. Should the Elderly be Relieved of the Payroll Tax?

Page

16
18
23
24

25
27

31

39
39
41

46
54
54
54

59




Appendix:

iy SRS

SALES AND EXCISE TAXES

.

2

THE

Introduction

The Burden of Sales and Excise Taxes on
the Elderly

Alternatives to the Sales Tax: Evaluation
and Recommendations

Appendix: Selected Characteristics of States”
Sales Tax Structure

PROPERTY TAX
Overview

Homeownership and Housing Characteristics of
the Elderly

Property Tax Incidence: Theory

The Measurement of Property Tax Liabilities
and Burdens

Current Forms of Property Tax Relief:
Description and Evaluation

Effects of Federal Intervention

Federal Income Tax Treatment of the Elderly

65

T2

75
-]
78

80
85

95

107

111

PART I
SUMMARY AND RECOMMENDATIONS
1. Objectives of the Study

This Congressionally mandated study assesses the impact of the tax
structure.at the Federal and State-local levels on the income position of
the population aged 65 years and older relative to the non-aged population.
Philosophically, the study is not directed towards the question of adequacy
of income or well-being of the elderly. Instead, with implicit recognition
of the unmet needs of the elderly, two related questions are asked:

First, given that many elderly are in the unfortunate circumstances
of poverty or near-poverty, is it the fault of the tax structure? The
simplified answer derived from the study.is, on balance, the tax system is
not a significant contributor to the relatively low income position of the
elderly as a group.

Second, are specific taxes, tax preferences, and tax relief programs
equitable and adequate for the job which they are intended to do? Do they
shield lower income households, among which the elderly are disproportion-
ately represented, from undue hardship and provide for a fair sharing of
tax burdens? Evidence is presented that this is not always the case.

The recommendations advanced by the Federal Council on the Aging are
presented in the spirit that where a goal is to be achieved, the path to

be taken should be the most equitable, efficient and adequate for the

intended purpose.




2. Summary of Findings
Primary emphasis of this study is directed towards the burden placed

upon lower income elderly households. Since an overall view based on

average measures may not clearly picture either the contribution of specific
taxes to the total impact, or the burden placed on families in the lower
end of the income distribution, several taxes have been selected for

individual study:
o The individual income tax;
o The Social Security payroll tax;
o The sales tax;

o The property tax.

In general, the initial findings of the study are that:

o The overall effect of the tax structure appears to have no
greater impact on the aged than the non-aged, subject to one
qualification. If the corporate income tax and the property
tax are assumed to be "progressive," 1/ then the burden on
the aged population is slightly greater than that of the
non-aged .

o The elderly are treated preferentially across all income
levels by the Federal individual income tax and State and
local individual income taxes, separately and combined.
This is primarily due to the double exemption allowed and
the preferential treatment of retirement income.

o0 The elderly as a group pay lower payroll taxes than the
non-elderly, largely due to their lower rate of labor

force participation.

o The elderly, on average, spend slightly less than the
non-elderly on sales taxes. This is in part due to the
constraint imposed by low current incomes, and in part
due to lower consumption of highly taxed items. Neverthe-
less, the sales tax is judged to be unduly burdensome to
all lower income groups.

1/ With a progressive tax, the ratio of taxes to income rises as income
rises; with a regressive tax, the fraction of income extracted is the same

at all income levels.

B3

o Property tax liabilities disproportionately impact the
current incomes of the aged relative to the non-aged;
property tax burdens are also more heavily directed
towards the elderly, regardless of shifting assumptions. 1/

To place these findings in an operational policy context, several
distinct aspects of the tax structure and tax-related relief programs were
examined to determine the effect of these elements on the distribution of
income between the aged and the non-aged and among the aged. The elements

examined include:

o the design of the structural provisions provided to raise
revenues;

o the system of preferences or "tax expenditures" grafted
on to the basic structure, which are designed to provide
financial assistance through a reduction in tax liabilities;

o related tax relief programs, outside of the tax structure
itself.

Therefore, both the level of tax impact and the redistributional aspects
of the tax system and its appendages are considered. A summary of the major
points of the study follows:

INCOME CHARACTERISTICS OF THE ELDERLY

More so than any other age class, the elderly are disproportionately
represented at the lower end of the money income distribution. Almost 50
percent of elderly units are represented among households receiving less
than $5,000 census-defined money income; aged blacks are significantly less

well-off than aged whites.

1/ A tax liability is a legal obligation to pay, but the burden, in the
first round of effects, may be shifted forward to consumers through higher
prices, or backward to producers through lower profits. A tax burden refers
to the actual reduction in real income of an individual or family; whose
real income is reduced is determined by the shifting process.
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It is important to note that money income is but .one dimension of

judging economic circumstances. Net worth is also a significant deter-

minant, and average net worth among the elderly is greater than the

average for the population as a whole. However, evidence suggests that

although asset ownership is important among the elderly as a group,

significant asset holdings are concentrated among a small proportion of

the elderly.

THE AGGREGATE PICTURE OF TAX IMPACT: THE GENERAL POPULATION

Two major general conclusions emerge from consideration of the tax

system as a whole: 1/

o The tax structure has very little effect on the relative
distribution of income for almost 90 percent of all families.
is proportional to income.

For this majority, the total system

o Both the rich (upper three percent of the income distribution)
and the poor (lower ten percent of the income distribution) pay
higher effective tax rates than the large middle range -
regardless of shifting or incidence assumptions. However, the
conclusion regarding whether the rich pay higher rates than the
poor or vice versa, is sensitive to the assumptions made about
the incidence of certain taxes, - particularly the corporate

income and property tax. 2/
THE AGGREGATE PICTURE OF TAX IMPACT: THE ELDERLY

Using a comprehensive definition of income, which includes both current

money income plus the potential claim

the aged fare no worse, on average, than the non-aged. This conclusion is

reached under the assumption that the corporate income tax and the property

1/ Joseph A. Pechman and Ben jamin A. Okner, Who Bears the Tax Burden?, The

Brookings Institution, 1974.
irection of shifting in the case of

2/ There is general agreement on the d
most other taxes.

s on income represented by asset holdings,

<5 o,

tax are '"regressive," that is, they impact lower income groups more heavily
than upper income groups. On the other hand, if the reverse is assumed, the
elderly pay a slightly larger proportion of income in taxes than the non-
elderly.

The explanation for this perhaps unexpected result is that the asset
position of some elderly shows up significantly when a comprehensive measure
of economic circumstances is used. This is particularly obvious when the
corporate income tax - which is an indirect "wealth" tax, and the property
tax - which is direct "wealth" tax, is under consideration. The elderly

’
on average, pay more of both these taxes; the above average amount is
sufficient to outweigh the lower average payments of income, payroll, and
sales taxes. This is merely a restatement of the previously noted
observation: average net worth among the elderly is greater than the
average for the general population.

Clearly, this is not the same as saying that the tax structure does
not harshly impact the income position of 2ll the aged. Instead, it points
out that an overview of the average effect of the tax structure on the
elderly is insufficient to determine its impact on lower income elderly

Several taxes are therefore examined individually
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THE INDIVIDUAL INCOME TAX: FEDERAL AND STATE-LOCAL LEVELS

- b
The aged as a group are treated more favorably than the non-aged by

is due
the individual income tax, particularly at the Federal level. This

in large part to the double exemption the retirement income credit and the

£
exclusion of certain forms of retirement income, such as Social Security

¢

effectively shield low-income elderly from undue burdens

low-income allowance,

from the income tax system.

However, under existing preferential provisions in the income tax

structure, middle and upper-income elderly recelve greater per capita

e
benefits than lower income elderly. A substantial number of elderly, thos

receive no benefits

whose income is too low to require filing a tax return,

at all.
RECOMMENDATION A

No further preference for the elderly should be sought

via the existing individual income tax system. Cash or

in-kind benefits or a negative income tax system are

better suited to attaining redistributional goals.

THE PAYROLL TAX

The elderly as a group pay lower payroll taxes than the non-elderly,

e
largely due to their lower rate of labor force participation. For thos

who are subject to payroll taxes -- particularly the Social Security payroll

- ons
tax, suggestions to excuse post-retirement earnings from further contributi
?

t be evaluated in the light of many complicated issues.

mus
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o How many elderly depend upon post-retirement earnings and
contributions to obtain eligibility? (This may be particularly
important to women who either enter the labor force later than
men or have interrupted work histories.)

o How would benefit levels of workers currently past retirement
age be affected in the future?

0 Would benefit levels of future retirees be affected?

o How would this affect the long-term actuarial balance of
the system?

o Will the method of financing Social Security be altered?

o How will payroll tax relief affect labor force participation
by the elderly? By the non-elderly?

o Would selective taxation on the basis of age be constitutional?
Consideration of each of the above issues in light of the functioning
of the Social Security system leads to the following observations:

o Relief from payroll taxes on post-retirement earnings on a
voluntary basis would introduce an element of uncertainty to
Social Security financing; hence, compulsory termination of
payments at and above a specified age is preferable from the
point of view of program administration.

Under compulsory termination of payroll tax obligations --

o Some small number of workers in covered employment might not
obtain sufficient quarters for eligibility. This assumes that
the system would continue the current practice of not counting
untaxed earnings towards eligibility.

o Payroll tax relief on current (higher) wages may act to reduce
benefit levels from what they might otherwise have been.
Therefore, such relief may not be in the best interest of all
those who voluntarily postpone benefits to remain in the labor
force. This assumes that untaxed earnings are not included
in benefit calculations.

o The short-run problem of a shortfall in revenues relative to
benefit payout will be aggravated.
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rates, taxable income ceilings,

Relief would act to raise tax
f future retirees.

and possibly reduce benefits o

incentive for the elderly

r market, providing an
ounger workers,

in the labor force may displace ¥
he economy would result.

o In a slack labo
to participate
so that no net gain to t

Therefore, it is not clear that relief from payroll tax obligations

d be beneficial to all elderly, to

on post—retirement age earnings woul

the Social Security program or to the nation.

ds comparisons of the costs to

Further study should be directed towar

s to participants under various options:

the system and the fairnes
-retirement age earnings;

1. The payroll tax is terminated on post

o credit is given on such untaxed earnings towards eligibility
and benefit payments;

o no credit is given for untaxed earnings;

taxed earnings put an actuarial
1s is included to compensate for
fit collection.

o no credit is given on un
increase in benefit leve
the shorter period of bene

2. The payroll tax on post-retirement age earnings is continued;

o both post-retirement earnings and an actuarial increase
in benefit levels to compensate for the shorter period of
penefit collection are included in benefit calculations.
portant to know who among the

Within each of these options, it is im

employed elderly will benefit most. Additionally, options should be
t.of the payroll tax on

studied within the larger context of the impac

lower income workers of all ages.

_9 -

RECOMMENDATION B
Action to relieve the elderly worker of the payroll tax
should be deferred: further study should be directed
towards alternative means of relieving the burden of the
payroll tax on all lower income earners, taking into
account the impact on the elderly worker and the costs

to the system.

THE SALES TAX

The elderly as a group are more lightly burdened by the sales tax
than the non-elderly. This is in part due to the constraint of low
incomes and in part to lower consumption of highly taxed commodities such
as liquor, tobacco, gasoline and automobiles. Nevertheless, the sales
tax does adversely affect the ability of all lower income groups, among
which the elderly are disproportionately represented, to purchase the
basic essentials of living.

The alternatives to the inherently regressive sales tax at the State-
local level are (1) increasing reliance on State income taxes, and (2)
reducing the regressivity of State and local sales taxes. These options

’
however, present their own difficulties to the fiscal structure of States

In the case of the income tax:

oH
cig?zztngginal tax rates are required by income taxes to
tax, thus pr§:T312:°:2t1°f revenue as broad based sales
n
higher income residents. EER P BN o S
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o Revenues from a graduated income tax are less stable than
sales tax revenue. They automatically increase during
prosperous times, but automatically decrease during i
economic declines when demands for public assistance an

unemployment compensation rise.

The widespread adoption of the individual income tax at the State

level (as of 1972 six States did not have an jncome tax) operates against

the possibility of significant out-migration of high-income residents,

but the problem of the instability of this source of revenue remains.

The difficulties present in reducing the regressivity of the sales

tax by exempting basic essentials such as food and drugs include loss of

substantial revenues and poor targeting of pbenefits since both needy and

non-needy households consume exempted items.

Since the sales tax is a relatively stable source of revenue, among

other features which may be attractive to burdened State and local govern-

ments, elimination of this fertile revenue source is probably not feasible

under present circumstances.
RECOMMENDATION C-1
The Federal Council on the Aging recommends that
encouragement should be given to States to place

greater reliance on the income tax rather than

the sales tax.

Steps which might be taken by the Federal government to encourage

'States to move in this direction include the following:

1 sales taxes in
o Disallow deductibility of State and loca
calculating Federal 1iabilities. This would deny States a
subsidy and provide an incentive to decrease reliance on

sales taxes.

- 11 =

o Accompany the above action by using the revenue gains to

the Federal government to provide a credit based on State
income tax liabilities with a maximum ceiling per household
which declines as income rises. This would provide an
incentive to States to increase reliance on the personal
income tax.

The Federal government could institute a program of counter-
eyclical 1/ revenue sharing. This could take the form of
a revision of current general revenue sharing.

Because of its very important relationship to the matter of
the stability of States” fiscal structure, careful considera-
tion should be given to the Federalization of responsibility
for such income maintenance and related programs as Aid for
Dependent Children, Medicaid and Unemployment Compensation.
Further inquiry is required to determine the most desirable
form of Federalized provision and the consequent net costs,
considering the potential offsets of current outlays.

Independent of Federal action, States could reduce the regressivity

of the sales tax in the following manner:

RECOMMENDATION C-2
A credit or rebate against State and local taxes targeted
at lower income households, including both sales and
property taxes, should be considered as a replacement for
existing "eircuit-breaker" and homestead exemption programs.
Such a credit or rebate should gradually diminish as income
rises. Consideration should be given to provision of
rebates to family units whose State income tax.liability
is less than the amount of credit entitlement. Equity

requires that both the aged and non-aged be included.

1/ "Cyclical" refers to recurring periods of economic prosperity and
recession; counter-cyclical programs are intended to act as offsets
to recession and inflation, in turn.
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THE PROPERTY TAX

The unpopularity of the property tax rests on the belief that the tax

is regressive, administered unevenly and particularly burdensome to older

people with low incomes. Property tax relief at the State and local levels,

particularly for the elderly, has increased significantly in recent years.

Federal iptervention in property tax relief is a current issue.

Alternative propositions are examined in this study with the conclusion

that property tax 1iabilities are a burden to lower income aged -- as well

as to all lower income persons but property tax relief in existing forms

is inequitable and an inefficient means of attacking the underlying problem

of current income inadequacy.
Neither the claim that the property tax is regressive or that itods

progressive can be resolved due to lack of data availability and hence,

empirical support. If the proper concept of wincome" (average income over

five years or more) is employed in measuring property tax burdens, however,

the tax appears to be roughly proportional to income.

Evidence further supports the view that property tax liabilities do

impact the elderly disproportionately in terms of current income; property

tax burdens have a disproportionate impact on the elderly regardless of

whether the tax is viewed as regressive or progressive.

However, current forms of property tax relief are not consistent with

any existing theory of property tax burdens, but are analogous to "back-

door" income maintenance or housing allowance programs. As such, they are

seriously flawed.

R 1 e
As long as proper ax liabjlit nter into th 3
9
reater nefits from such pr ams to th with n W

within any income class; this is not consistent with equity considerati&ns.
Other inequities exist which violate the principle of ability-to-pay, the
equal treatment of households in similar circumstances (horizontal equity),
and the notion that households in greater need should receive greater
benefits (vertical equity). Attempts to correct the "unfair" program
elements result in unfortunate trade-offs -- either other inequities

result or the programs may become administratively complex and unwieldy

or excessively costly.

In any case, average annual benefits ($143 for circuit-breakers; $173
for homestead exemptions) are not sufficient to merit a program with this
degree of complexity.

When property tax relief programs are considered as housing allowances
or income maintenance programs, it is less clear why one particular cost
of housing has been singled out for relief. In fact, property tax relief
does not require that benefits, i.e., funds that are freed for other uses,
be spent in any particular manner. Hence, income maintenance, which
provides assistance to those deemed needy and deserving, to purchase
adequate housing or other basic essentials may be a more direct, efficient

and equitable form of relief from undue burdens for the elderly poor as \
well as other lower income groups. ‘
|
\
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If the popular acceptance of State and local property tax relief RECOMMENDATION D-2
programs rests on the basis that it helps in reforming the regressive tax ¢ At the national level, adequate income maintenance or
structure at the State and local level, then why exclude other more housing allowances to all lower income households is a
obviously regressive taxes such as the sales tax? Presently, New Mexico preferred vehicle for Federal aid. Therefore, Federal
does include all State and local taxes in its Low Income Tax Credit (LITC). intervention is not recommended in the form of property
Although the political acceptability of property tax relief is a reasonable tax relief assistance, since -- in addition to the poorly
rationale for the continuing existence of present programs in the short-run, | ' focused benefits of existing programs -- Federal action
the unique effort of New Mexico should be considered as a more equitable in this area would encourage States to change their tax
alternative to States in the future. structure to gain maximum Federal dollars and, therefore,
RECOMMENDATION D-1 to increase reliance on the property tax.

A credit or rebate against State and local taxes targeted at
lower income households, including both property and sales
taxes, should be considered as a replacement for existing
"ecircuit-breaker" and homestead exemption programs. Such

a credit or rebate should gradually diminish as income
rises. Consideration should be given to provisioh of
rebates to family units whose State income tax liability

is less than the amount of credit entitlement. Equity
requires that both the aged and non-aged be included.

(This was also presented in the context of the sales tax as

Recommendation C-2).

e ——— e g~ <

|
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PART II
ANALYSIS AND EVALUATION
CHAPTER I - INTRODUCTION AND BACKGROUND
The Congressional mandate that the Federal Council on the Aging

undertake a study of the combined impact of all taxes on the elderly
provided the Council with the opportunity to explore, analyze and develop
recommendations in an area which may impinge on the well-being of the
elderly. This effort represents an assessment of the relative impact of
the tax structure on the income position of the population aged 65 years
of age and older. The substantive findings, in turn, have led to the
development of recommendations which are consistent with both advocacy for
the aged and the macro-economic interests of the nation as a whole.

The Purpose of the Study

The tax system is essentially made up of two parts: one part consists
of the structural provisions necessary to raise revenues to finance
government administration and provision of public services, while the
Second part consists of a system of tax preferences or "tax expenditures"
through which government financial assistance programs are carried out
through special tax provisions rather than through direct government
expenditures. Although the individual income tax at the Federal level is
the tax most aptly described in these terms, these elements are present,
in many other taxes at the Federal and State-local levels. Third, in
addition to the special tax provisions or tax expenditures which are
grafted on to existing tax structures, special tax relief programs exist
or have been proposed, outside of the tax system itself (e.g., pProperty

tax relief programs such as "eircuit-breakers" or relief from payroll

taxes on post-retirement age earnings).

LT S

The purpose of the study is, therefore, to consider the impact on
the elderly of the. three distinct aspects of the tax system and its
appendages:

0 The design of the basic structure provided to raise revenues;

o The system of preferences grafted on to the basic structure; and

0 Related tax relief programs outside of the tax system itself.

Accordingly, the present study raises several questions which relate
to the effect of the above three elements on the distribution of income

between the aged and non-aged and among the aged:

1. Does the tax system as a whole impact the elderly more or less
heavily than it impacts the non-elderly?

2. How do specific taxes which comprise the tax system impact the
elderly relative to the non-elderly?

3. Are the specific taxes which make up the tax system based on
widely supported principles of "fairness" in taxation, such as
ability-to-pay? Put another way, are lower income households more
lightly burdened than higher income households (including both the

aged and non-aged)?

4. 1Is the system of preferences or "tax expenditures" consistent
with social notions of equity? That is, is financial assistance
greater for those with greater need?

5. Are the related tax relief programs lying outside of the tax
structure equitable, efficient and adequate? Do they target

greater assistance to those in greater need? Is the relief which
is granted adequate? Are there alternative means of redistributing

income that are more efficient?
The assumption underlying each of these questions is that age
(65+) is a good proxy measure of low income. Evidence indicating the

supporting basis for this contention and the necessary qualifications are

therefore in order.
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2. Income and Wealth Characteristics of the Elderly Additionally, aged blacks fare less well than aged whites. Using
No matter how one measures income, certain observations are without census-defined poverty threshold figures for the aged ($2,982 for a
families
dispute. First, the distribution of income is highly unequal, both among 3 two-person non-farm aged family), almost 8 percent of aged white
families
the general population and among the elderly. Second, more so than any were below the poverty level, while nearly 28 percent of black fam
were
other age class, the elderly are disproportionately represented at the were classified as poor. For unrelated individuals, the figures
in
lower end of the income distribution. Table I-1 indicates the proportion even higher; 29 percent of white single person aged houeholds were
its.
of households by age class which fell below the $5,000 money income 1/ poverty versus more than 60 percent for similar black household un
level in 1974.
MONEY
Almost 50 percent of the elderly units are represented among house- TABLE I-1: PERCENT OF HOUSEHOLDS 1/ BY AGE OF HEAD BELOW $5,000
. INCOME 2/ (1974)
holds receiving less than $5,000 income. This is roughly five times the * Bolow
Age of Head Percent Below $5,000
concentration of the 35 to 44 year old age group and almost twice the 27.1
14 to 24 years .
concentration of the next most highly represented age group, 14 to 24 11.6
25 to 34 years 4
years of age. 9.5
35 to 44 years g
Since the data are not adjusted by family size, and family size 11.0
45 to 54 years *
tends to be smaller among the aged, the disparity in well-being between 19.6
55 to 6l years y
aged and non-aged consuming units may be overstated. 2/ 48.6
more than 65 years .
Median income 3/ figures by age also indicate that the distribution
of income of elderly household units falls below those of every other Tot Households (all ages) 21.1

age class as well as below the distribution of all age groups combined Source: U. S. Bureau of Census, "Money Income and Poverty Status of Families
(Table I-2). ‘ and Persons in the United States: 1974." (Advance Report), Current

Population Reports, Series P-60, No. 99, derived from Table 11.

1/ This is not intended as a measure of income adequacy across all age
groups, particularly since households of varying sizes are included.

who share a
It is, however, roughly comparable to the 1974 poverty threshold for 1/ Includes related family members and all unrelated persons
5 a non-aged, non-farm family of four in 1974 ($5,038). housing unit.
ayments;
2/ Census income data are also subject to underreporting and non-reporting, 2/ Includes earnings; Social Security and Puzl1°da::i;;:§:°cgm::nsation;
particularly in the case of transfer and property income. Since these dividends, interest and rent; unempl:ymen an
Sources of income are more prevalent among the aged than non-aged government and private employee pensions.

groups, income of the aged may be relatively understated on these counts.

3/ This income figure divides the upper and lower fifty percent of the
income units in the group.
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TABLE I-3: LOW INCOME 3/ STATUS OF AGED FAMILIES AND UNRELATED
INDIVIDUALS BY RACE (1974)%

TABLE I-2: MEDIAN MONEY INCOME OF FAMILIES AND UNRELATED INDIVIDUALS#* All Races White Black
Percent of total more than

65 years of age below low

Age Class F s 1 Indiv Un 2 income level
14 to 24 years 8,618 4,103 Families 9.5 7.7 27.7
Unrelated Individuals 37.8% 28.9 60.5
25 to 34 years 13,000 8,019
35 to 44 years 15,5 197 8,430 Percent of total aged below
: 125 percent of low income

45 to 54 years 16,709 6,232 level

55 to 64 years 13,645 4,858 Families 16.8 14.3 43.1
\ Unrelated Individuals 49.8 46.6 80.3

More than 65 years 7,298 2,956

Total (all ages) 12,836 4,439 *Source: U. S. Bureau of the Census, "Money Income and Poverty Status

of Families and Persons in the United States: 1974," (Advance
Report), Current Population Reports, Series P-60, No. 99,
Tables 6, 17 and 18.

*Source: U. S. Bureau of the Census, "Money Income and Poverty Status
of Families and Persons in the United States: 1974," (Advance

Report), Current Population Reports, Series P-60, No. 99,

Tables 6, 17 and 18. , l/ Low income represents different dollar amounts depending upon family
size and composition, age, sex and farm-nonfarm residence.

1/ Includes 2 or more related individuals.

2/ Single person households or individuals who are part of larger house-
holds including one or more families or unrelated individuals.
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Although it is clear that money income is unambiguously low for a
significant proportion of the elderly, it is important to note that
current income status is not necessarily equivalent to economic status.
When economic status is thought of as command over goods and services,
then money income is but one component; net worth is alsc a significant
determinant of consumption possibilities. Among the elderly, net worth
is particularly important in measurements of economic circumstances,
since average net worth is greater for aged families than for the non-aged.l1/

It has been estimated that "...(n)et worth holdings spread over an
average-aged family’s remaining expected lifetime would add as much as
thirty>percent to its current money income each year. Both the absolute
amount of resources and the rankings of ngggl families by economic
well-being are likely to vary when a more comprehensive measure (than
current income) is used."2/ Although the potential for dissaving through
spending down asset accumulation adds another valuable dimension to mea-
sures of economic well-being, measures of wealth are difficult to cal-
culate and few such estimates are available.3/ Even these estimates
are subject to methodological differences and problems of reliability

and validity.

1/ At the end of 1962, net worth averaged $30,124 for aged families
compared to $19,984 for all families. (Dorothy S. Projector,Surve
of Changes in Family Finances, Board of Governors of the Federal
Reserve System, 1968.)

2/ Marilyn L. Moon, The Economic Welfare of the Aged and Income Secur-
ty Programs, Institute for Research on Poverty, Univ. of Wisconsin,
1975.

3/ See, for instance, Projector and Weiss, Survey of Financial Char-
acteristics of Consumers, Board of Governors of the Federal Reserve
System, 1966, and Epstein and Murray, 1963 Survey of the Aged,
Social Security Administration, 1967.

o

A recent study incorporating measures of potential claims in income

represénted by net wealth holdings indicates that (1) many elderly would

i Administration
still be classified as "poor" by the official Social Security Adm

definition, and (2) inclusion of net wealth considerations makes the distri-

bution of income among the elderly more unequal. This suggests that although

aséet ownership is important among the elderly as a group, significant asset

holdings are concentrated among a small proportion of the elderly.

3. The Tax Base

Both income and net worth characteristics of the elderly are

important in this study for several reasons:
First, in order to properly assess the burden of a tax on individuals in

different circumstances, a comprehensive definition of income, which includes

both current income and the potential claims on income represented by net

worth, should be used. Second, since different taxes frequently have different

tax bases, comparisons between the burdens of various taxes can be made

consistently only if the tax base used is comparable for each tax.

Hence the individual income tax (pased on taxable income), the

payroll tax (based on income from covered earnings below a specified level),

the sales tax (based on consumption expenditures regardless of income sources),

and the property tax (based on a selected wealth holding), -- the burden

of each may be compared to the other only if the definition of income includes

all the relevant sources of income and wealth.

A comprehensive concept of income is relied upon in this study subject

to its availability and, in certain circumstances, its appropriateness.
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4. Taxes Selected for Inclusion

The initial overview of the impact of the tax structure on the
elderly considers most government receipts from the household sector
of the economy that may be classified as taxes. Included are the
individual income tax (Federal and State-local), the corporate income
tax, payroll taxes, sales and excise taxes, the (real) property tax,
and personal property and motor vehicle taxes.l/ From among this listing,
several taxes were selected for individual consideration based on one or
more of the following criteria: (1) relative size of revenues and, there-
fore, the general importance of the tax; (2) a_priori Jjudgements con-
cerning the magnitude of its impact on the>elderly, and (3) the existence
of current policy issues relevant td a specific tax and its impact on
the elderly. The taxes selected for individual treatment on this basis
include:

0 The individual income tax

o The Social Security payroll tax

o The sales tax

o The property tax

1/ Based on Joseph A. Pechman and Benjamin A
. . Okner, Who Bears the T
Burden?, The Brookings Institution, 1974. : tn

CHAPTER II - THE AGGREGATE PICTURE

1. Introduction
The impact or burden of a tax is usually thought of as the effect

it has on the distribution of real income of individuals and households.
There are different points of view from which the burden of the tax
system as a whole might be considered.

First, one might ask what the effect of taxes is on various income
groups relative to a situation in which there were no taxes. This
approach is not satisfactory primarily because it assumes that the size
of the pie 1/ that is to be distributed is unchanged. This is an
important omission because the imposition of a tax affects not only the
income of individuals and households, but also the level of economic
activity in the nation as a whole, hence the amount of income available
for distribution.

In order to avoid part of this difficulty, the percent of income
which is consumed by existing taxes among different income classes may
be compared to a hypothetical tax structure.which is proportional to
income. Government expenditures are assumed unchanged under the
hypothetical and the existing systems. The appropriate question to
ask concerns which income groups do relatively better and which groups
do relatively worse under the current system. Implicit in this approach
is the importance of the principle of ability-to-pay. This approach

is consistent with the nature of actual policy decisions.

1/ The "pie" is Gross National Product (GNP), defined as the dollar
value of the flow of goods and services produced within a year,
valued at market prices.
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Yet :
a third point of view exists. Revenues are collected via

taxes in
order to support government expenditures, and such expenditure
s

ma
Y benefit some income classes more than others. The third case

consid
ers the combined effects of tax collections and government expend

itur v Wi
ures on various income groups. The "benefit principle," hich
’

suggest
ggests that it may be fair - to Some degree - to pay taxes if some

thing i
g 18 received in return, is implicit in this approach. This approach

entails unusuy
al difficulty, since many government expenditures such as defense

Spending, are not divisible among households

The
approach used in this chapter asks which households fare
relati
vely better and which fare relatively worse under the existing

ta
X structure - the aged or the non-aged? It incorporates the

assum
ptions of the second point of view: (1) the level of government

ex
penditures is unchanged; (2) the level of GNP is unchanged

First
» the combined impact of all taxes on the general population

by incom
€ class is discussed. Second, the burden the tax structure

imposes
po on the elderly is compared to the results for the general

population.
on. Lastly, the reéasons are suggested for the differences in

relative burdens between the elderly and non-elderly
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2. The Combined Impact of All Taxes on the General Population

The Pechman-Okner Study: Concepts and Meth

A recent study by Joseph Pechman and Benjamin Okner has provided
detailed estimates of the burden of the Federal, State and local tax
structure on individuals and families.l/ The data is derived from
a statistical merge of the data from the Survey of Economic
Opportunity (SEO) and Internal Revenue Service individual income tax
files for the same year, 1966. This is the most recent year for
which adequate data is available for a comprehensive study. Although
changes in the tax structure have occurred since 1966, it is not
believed that the changes significantly affect the general pattern
of tax burdens. 2/ The total sample size is 72,000 individuals and

families, which when properly weighted, are representative of the

entire U.S. population.

The income concept employed is more comprehensive than definitions
found in familiar sources such as the Bureau of the Census. The census
money income concept approximates the cash flow available to individuals
and families within a year; the Pechman-Okner income concept estimates
the cash flow during the year plus the claims on income represented by

asset ownership. It is somewhat similar to the income concept used in

the National Income Accounts compiled by the Bureau of Economic Analysis.

1/ 1Ibid.

2/ 1Ibid.
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B property tax. Some believe that the burden of the
Othporate income tax falls primarily on the profits of produ
¢ er believe it is shifted, all or in large part, to cons s
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The most progressive assumption is that both the corporate income
tax and the property tax impact income from capital ownership; the

least progressive assumption is that the burden of these taxes 1is
largely shifted to consumers of taxed commodities. The treatment of

other major taxes is as follows: the individual income tax is not

shifted; sales and excise taxes are not shifted; the payroll tax on
employees is not shifted but the payroll tax on employers is shifted
to employees through lower wages under the most progressive view,

while under the least progressive view one half the employer payroll

tax is shifted to employees and one half to consumption in general
|

through higher prices.

The Pechman-Okner Study: Find s

The major conclusions of the Pechman-Okner study are two-fold:

Conclusion 1.

income class, then the assumptions made about tax incidence - parti-

If the impact of the tax structure is observed by

cularly the corporate income tax and property tax, will lead to

somewhat different conclusions. Under the most progressive assumptions

(the two taxes impact income from capital), effective tax rates rise
steeply as income rises, reaching almost 50 percent of income for

families with incomes of $1 million or more. Under the least progressive
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assumptions (the two taxes impact consumption) the highest effective:

rate is about 30 percent at incomes of $100,000 or more and is only
slightly different from the 28 percent rate at incomes below $3,000.
The large middle range from $3,000 to $100,000 experiences an
effective tax rate in the neighborhood of 25 percent. (Table II-1)
Conclusion 2. If the impact of the tax structure is observed by
population percentiles arranged in ascending order by income, then the
impact of all taxes combined affects all but the very lowest and very
highest income groups.in a similar manner: taxes absorb a similar
fraction of income across most of the income range. Included are
incomes between $2,000 and #30,00Q per year or 87 percent of all
families. The least progressive assumptions result in rough
proportionality within the stated range, while the most progressive

assumptions result in slight progressivity - but the differences are

not large. This indicates that the tax structure has very little
effect on the relative distribution of income.

At both the high and low ends Qf the income distribution, effective
tax rates rise sharply under both sets of assumptions. Under the most
progressive assumptions, effective tax rates at the very lowest income
levels ($2,000 and below) range from 18 percent up to 35 percent while

the maximum rate at highest income levels (over $30,000) is about 40

- IE -

percent. Under the least progressive assumptions, maximum rates for
the lowest income levels peak at over 50 percent while the highest
income levels are subjected to effective tax rates that peak at about
30 percent. (Table II-2)

In summary, although differences in income and effective tax rates are
large, examining them both in terms of the impact of the tax structure by
income class and by population percentiles gives us an additional valuable
insight: the total tax s&stem may appear to be progressive or regressive
depending upon the incidence assumptions, but when looked at in terms of the
number of individuals and families that are impacted by differences in effective
tax rates, most families are treated similarly. Only 3 percent of families
at the upper end of the income distribution and about 10 percent of families

at the lower end of the income distribution have higher tax rates than average.

3. The Combined Impact of All Taxes on the Elderly Relative to the
Gener Population

The previous discussion indicated that the tax structure as a
whole impacts 87 percent of all individuals and families in proportion
to their income and only the remaining 13 percent (10 percent of families
at lowest income levels and three percent at highest income levels)
experience higher than average effective tax rates. Under the most
progressive assumptions, the lower end of the income scale pays a lower

proportion of their income in taxes than the highest income groups,

while the reverse is true under the least progressive assumptions.
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g pkigg Eggi:AgﬁiEgFBgFiﬁgg;gEciﬁggs ggGEEDERAL' g M TABLE II-2: AVERAGE EFFECTIVE RATES OF FEDERAL, STATE AND LOCAL TAXES
¥ ) BY SELECTED POPULATION PERCENTILES, 1966
Adjusted Populat?on Most-Progressive Least Progressive
Family Percentile Assumpt ion Assumption
Income Most Progressive Least Progressive 3
(000) Assumptions Assumptions
3d 24.4 356
Sth
0-3 18.7 28.1 | $a.= 28.9
3-5 20.4 25.3 10th 17.4 25.4
5-10 22.6 25.9 20th 20.6 2508
10-15 22.8 25.5 25th 21.6 26.4
15-20 25.2 25.3 .
20-25 24.0 25.1 30th 24.1 26.1
40th 2247 2507
25-30 25.1 24.3 50th 22.9 26.0
30-50 26.4 24.4 60th 22.7 25.6
50-100 ST 26.4 70th 22.9 25.4
100-500 41.8 30.3
500-1,000 48.0 30.3 ‘ 75th 23.0 25.4
1,000 and over 49.3 29.0 : 80th 22.9 25.6
90th 24.0 25.0
25.9
All classes 25.2 91st 24.0 -
92nd 24.0 25.1
93d 23.9 253
94th 24.0 24.7
95th 24.5 24.1
Source: Pechman and Okner, Who Bears the Tax Burden? Table -3, p.49. 96th _ 25.7 24.6
97th 25.2 24.0
98th 26.7 24.4
99th 28.3 25.2
Top 39.2 ¥ 28.6

Source: Pechman and Okner Who Bears the Tax Burden?, Table 4-4, p.51
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D LOCAL TAX RATES
VE FEDERAL, STATE AN ‘

-3: ESTIMATES OF EFFECTI

ot ooat et 1 hais up of weighted averages of many different 2 TABLE II-3 FOR AGED AND NON-AGED, BY TAX, 1966

-Aged
and families within the Same income class may be affected differently Aged daics
Least
since specific taxes may be more or less importan% among families Tax T Leact . ggz;ressive st ive
. e £
In 1966, 19 percent of all families had an aged head of household. : Progressive X:gg;;:;::s Assumptions | Assumptions
Assumptions
Under both incidence assumptions, these_families paid higher corporation
8.6
income and broperty taxes, but lower individual income, sales and pay- 6.9 s 8.7 :
Individual Income Tax 2 6.6 3.2 4.1
roll taxes than non-aged households, (Table II-3) The relative total Corporation Income Tax 8J2 4.4 A 5.2
burden of the aged versus the non-aged depends largely upon the Property Tax 5.9 4‘7 5.2 I |
Eved axes 4.5 4 d .6
assumptions made about the corporation income tax ang the property tax. Sales and Excise T % 2.8 4.9 *
Payroll Taxes :
Under the most progressive assumptions, the aged Pay 27.6 percent of : d 0.3 0.3
' Personal Property an 0.2 052 "
their income in taxes; the non-aged pay 24.8. Under the least Motor Vehicle Taxes
Progressive assumptions, the aged pay the same proportion of their 25.9
8 .
. 25.9 24.
nicome in taxes as the non-aged, 25, reent. : Total Taxes 27.6

ars e 5-3, p. T2
Pechman and Okner, Who Bears the Tax Burden?, Table >
Source:
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Let us again consider the implications of the assumptions labeled
"most progressive" and "least progressive." In the former case, the
larger burden relative to income falls on higher income households;
in the latter case, the larger burden relative to income falls on low
income groups. With this distinction in mind, it may appear contra-
dictory that the aged as a group with a disproportionate representation
of lower income families should fare worse under assumptions that are
supposed to impact high income households to a greater extent than low
income households, while they do no better than the non-aged under
assumptions that are supposed to more harshly impact lower income families.
An explanation is in order.

As previously stated, the income concept used in the Pechman-Okner
study incorporates not only the current year’s cash flow, but also the
claims on income represented by asset ownership. Asset ownership, or
more precisely, net-worth, is higher on average among the elderly than
the non-elderly population. 1/ This should not be surprising, since

older age groups have had more time to accumulate equity in homes and

other assets and to pay off debts.

1/ At the end of 1962, net worth averaged $30,124 for aged families
compared to $19,984 for all families. Part of the difference is
accounted for by the higher than average rate of homeownership
among the elderly, although other asset holdings such as corporate
stock are significant asset holdings. The figures would be larger
if calculated in current dollars. (figures from: Dorothy S. Projector,

Survey of Changes in Family Finances, Board of Governors of the

Federal Reserve System, 1968)

T

Most would agree that a household “s economic circumstances should
be judged not only on the basis of current income, but also by their
wealth holdings. According to this view, the figures presented in the
Pechman-Okner study are satisfactory, since they measure tax burdens
by considering a comprehensive measure of "economic circumstances."
Accordingly, the implications inferred by the Pechman-Okner study
findings are that only those elderly households which have significant
property holdings or wealth are more severely impacted by the tax
structure on average; therefore the policy comclusion would appéar to
be - do nothing!

On the other hand, some might argue that in the case of the elderly,
asset accumulation which represents a lifetime of effort should, to
Some degree, be safeguarded. This is frequently supported on three

grounds:

1. Many assets, particularly homes
y are not divisible into
yearly income unless the entire asset is relinquished.

2. Policies which assume that assets h
. eld in later years of
life when current income has diminished should bz "consumed"
i;;:i; trazsfg;med igto cash holdings for current use) may
work effort earlier years - t
the entire economy . ' PR RA Rt

3. Assets are required by the elderl
y for a "“rainy day,"
since they cannot rely upon future increase in 1ncg;e
and life expectancy is uncertain.
For those who lean towards the second viewpoint, the Pechman-Okner study

may understate the burden of all taxes on the elderly. On this basis, however
’

logical consistency requires that asset accumulation be treated favorably

in earlier years of life as well as later years of life, since the existence
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lier
of assets among the aged requires the incentive for accumulation in ear

lds
years Therefore, in the extreme, the circumstances of all househo -

lone.
regardless of age, should be judged on the basis of current income a

that
This position, then, reduces to a direct contradiction of the view

osition
weconomic circumstances" are best judged by the income and wealth p

of households.

f
Both positions have merit: the reconciliation between the principle o

nts for
equal treatment of households in similar circumstances and the argume

ocial
consideration of the special position of the elderly are a matter of 8

policy.

y i hat
Clearly, abstract arguments are not always helpful in suggesting w ’
’

i v f
A anything should be done on an operational basis. The o erall effect o
’

he elderly
the tax structure would generally appear to have no more impact on the

not fect
than the non-elderly. This is not the same as saying that it does not affe

ticular
the income position of all the aged. Since the low income aged are of par

?

ds on
js insufficient The manner in which low income groups are impacted depen

f lower
several factors: The level and source of income; consumption patterns o

rder to
income groups, as well as differences in local tax structure. In o

roups in
determine the ways in which the lower income elderly - and lower income group

r v r veral
general, are harmed or benefited by taxes relative to other groups, sé
¥

1
major taxes will be examined in turn: the individual income tax, the payrol

tax, sales taxes, and the property tax.

CHAPTER III - THE IMPACT OF SPECIFIC TAXES ON THE ELDERLY

A. THE INDIVIDUAL INCOME TAX

1. Introduction

The natural first step in examining the impact of the tax structure
on the income position of the elderly is to explore the effect of the
largest source of Federal revenues--the individual income tax. Without
exception, the elderly are treated preferentially at all income levels
by the Federal income tax structure. This is due not only to the
disproportionate incidence of low current incomes among the elderly,
but also to the double exemption permitted and the preferential treat-
ment of major sources of retirement income which are either lightly
taxed or not taxed at all.

State and local individual income taxes do not act to change this
conclusion. Although six States have not yet implemented an individual
income tax, those that do, have a mechanism which is similar in principle
to the Federal version.

However, a close look at the tax preferences granted to elderly
taxpayers, indicates that a major portion of the benefits accrue to
tax filing units with incomes above $10,000 per year, while no benefits
are conferred upon those individuals with incomes too low to file tax
returns. Tax expenditures, regardless of age target, frequently have
questionable distributional consequences and cause serious erosion
of the tax base, forcing tax rates to rise. Therefore, no further

preferential treatment of the elderly via the Federal individual

income tax system is recommended.
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2. Estimates of the Relative Burden of Individual Income Taxes on

Federal Versus State and Local Individual Income Taxes
the Elderl

Before discussing the cumulative burden of Federal and State and T
he appropriate way to estimate the burden of a tax is in terms of

local individual income taxes, it would be desirable to picture the s .
s effect on the distribution of income. There is little disagreement

ersus State

relationship between the size of the impact of Federal v s
e case of the individual income tax that the burden rests on income

and local tax collections. The relative burdens imposed by the two recipients; therefore, the legal tax liabilit

levels of government on the general population are presented in the ? coincide. However, estimates of the burd wi s LN

Table III-A-1. Although the data reflects 1966, it is not believed different ingomgEsonoept e e

syl i . e | pts. The most conceptually satisfying definition
gives a comprehensive picture of the economic circumstances of a family

However, eight States

pattern of tax burdens at the Federal level. ieh o
ni i
¥y including money income, in-kind income and the claims on income

have added the individual income tax as a revenue source since 1966 2
e )
presented by assest ownership. This is essentially the same as the

so that the relative magnitudes may slightly understate the impact St
efinition of income preferred by economists, i.e., consumption plus

(See Table III-A-2)

at the State and local level on a current basis. :
ax payments plus (or minus) the net increase (or decrease) in the

Table III-A-1 indicates that Federal income taxes amount to 9.2 valon of mandilie s MRS a1
percent of income for the total tax filing population, while State of tne TR conSistentUi.tzo continuing income data
and local income taxes combined equal only 0.9 percent of income. \ of vax s TR comprehensnl d Ehis concept, estimates
The tax at both levels of government is progressive, that is, the rom this B ARE LA filee Zj inition are available 1/
tax impacts upper income classes more heavily than lower income Federal and State and local ind . 2/ The estimates include

ividual income taxes.

classes. In addition, the tax burden is relatively modest for most

families. The highest average effective tax rate at the Federal

e-half million
1%

level is 20.7 percent for families with incomes from on 5
enjamin A. Okner, "Individual Taxes and the Distribution of Income,"
’

dollars to one million dollars; the highest average effective tax rate The Personal Distribution of Income and Wealth
National Bureau of Economic Research. 197;alth, James D. Smith, ed.,

at the State and Local level is only 1.9 percent. Roughly 95 percent e L
ee Chapter II of this study for a descri
r

of all families had incomes less than $25,000; at this income level, cription of the MERGE file.

the maximum tax rates at the Federal and State and local levels were

9.9 percent and 1.1 percent, respectively.
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Table III-A-1

Effective Rates of Federal and State and Local Individual
Income Taxes.? by Family Income Classes. 1966

(percent)
Family Federal State and Local Tafal
Income Before Individual Individual Individual
Transfers Income Income Income
($000) Tax Taxcs Taxes
0- 3b 23 0.2 3:0
3. 5 4.6 0.4 5.0
5:.. 410 6.7 0.6 7.2
10" " 18 8.1 0.8 8.9
154 .20 9.1 0.9 10.0
20-" 25 9.9 1.1 11.0
25-. 150 11.4 _ 12 12:6
S0- 100 3 157 19.0
100- 500 19.6 1.9 ALS
500-1,000 20.7 19 22.7
1,000 and over 19.0 1.8 20.8
Ali classes 9.2 09 10.2

NOTE: Details may not add to totals because of rounding. :

a Effective tax rates are calculated on the basis of family lncotpf: bffore transfers,
excluding the amount of corporation income tax allocated to families in the MERGE
File. 41

b Excludes families with negative incomes.

L

Table III-A-2

DATES OF ADOPTION OF MAJOR STATE TAXES

INDIVIDUAL INCOME*

Before 1911 1911-20 1921-30 1931-40 1941-60 Since 1961
Hawaii, 1901;  Wisconsin, 1911; North Carolina, 1921; Idaho, 1931; Alaska, 1949;  New Jersey, 1961°;
total, 1. Mississippi, 1912; South Carolina, 1922; Tennessee, 19317 ; total, 1. West Virginia, 1961;
Oklahoma, 1915; New Hampshire, 1923%; Utah, 1931; Indiana, 1963;
Massachusetts, 1916; Arkansas, 1929; Vermont, 1931; Michigan, 1967;
Virginia, 1816; Georgia, 1929; Alabama, 1933; Nebraska, 1967;
Delaware, 1917; Oregon, 1930; Arizona, 1933; Connecticut, 1969*;
Missouri, 1917; total, 6. Kansas, 1933; Illinois, 1969;
New York, 1919; Minnesota, Maine, 1969;
North Dakota, 1919; 1933; Ohio, 1971;
total, 9. Montana, 1933; Pennsylvania, 1971;
New Mexico, Rhode Island, 1971;
1933; total, 11,
lowa, 1934; 3
Louisiana, 1934;
California, 1935;
Kentucky, 1936;
Colorado, 1937; Broad-based tax, 40.
Maryland, 1937;
total, 16.
Grand total, 44.
*States without an individual income tax: Florida; Nevada; South Dakota; Texas; Washington; Wyoming, States with limited tax: Conn. (capital gains);
N.H. ( + dividends, and tax); N.J. ( tax); Tenn. (interest and dividends).
Source:

Advisory Commission on Intergovernmental Relations, Federal-

State-Local Finances: Significant Features of Fiscal Federalism,
U.S. Government Printing Office, February 1974.

Source: Benjamin A. Okner, "Individual Taxes and the Distribution of
Income," The Personal Distribution of Income and Wealth,
James D. Smith, ed., National Bureau of Economic Research, 1975
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The Relative Burden of the Elderly

Aged families pay significantly less income taxes as a percent
of income than do the non-aged at all income levels. On average,
the aged pay 6.2 percent of their income while non-aged households
pay 10.5 percent. (See Table III-A-3.)

When the effective tax rates of the aged and non-aged are compared
by family size, two distinct patterns emerge. First, within each family
size, rates are generally lower for the aged. This is consistent with
the relative difference in average tax rates noted above. However, a
second interesting pattern is observable. Effective tax rates rise
somewhat with family size among the elderly, while this is not a
systematic pattern among the non-aged. This is most likely due to the
increased probability of additional earners in larger elderly house-
holds while larger household size among the non-aged carries with it

the increased probability of more dependents.

The Variability of Effective Tax Rates Within Income Classes

The structural features of the individual income tax permit wide
variations in tax liabilities not only across income levels, but also
for family units with similar incomes. This occurs because the individual

income tax is designed to distinguish between family units on the basis '

of many characteristics in addition to income. For instance, particular
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Table III-A-3

Effective Rates of Individual Income Taxes? by Age of Family Head and Size of Family, by Family Income Classes, 1966

(percent)
Family All Families Nonaged Families® Aged Families®
Income .
Before Family Size Family Size Family Size
Transfers All All All
($000) Sizes 1 2 3 4 o Sier 1 2 . 4 5+ Sizes 1 2 3 4 5+
0. 3¢ 30 4. 2.5 .2:0 1.8 32l 2109 55 . 3 ua i3 - 0919 £ LT a0 skl 507 ik d
xR S0 85 43T €Y 29 16 5.6 100 %4 TEW 2 Vel 1P R el b T 6 R & |
s- 10 22 135 82 74 6.1 3. 14 124 8BS 78 6. 39 S§S 49 57 60 54 A4S
10- 15 219 A3 EnslD6ra 9 B2 6.7 ... 9.01184,.-109:.,. 97 827,67 82 134%.834 88 87 6.1
1 20 1007126 " 114 104 98 86 101 142 120 107 98" 86 83 82 T®B 86 98 85
200 25 110 127 1270151 168 99 113 168 135 116 109 99 26 SO 17 69 92 10§
25- S0 12.6. 114y 125 034 12:8..0215 131 {16.1  (13.8+.43.7 128 125 8.0, <60 %2 403126 6.0
50- 100 190 "21.97 11189202 72000 20.2° 233207 190 203 2000 46 9.6 43 d 35 -
100- 500 21,5 164 220 247 241 203 21.6 164 221 247 241 203 103 - 104 - - -
500-1,000 222, 194 2% 237 . 259230 229 194 231 233259 ..230 - - - - - -
1,000andover "20.8 198 203 238 21.0 217 208 19.8 203 238 210 217 - - - - - -
All classes * 10:2. 216 1B a0 Sl o 10.S 133 125 18y 98 .87, 62 'S0 .S58 71 _.BS &6

2 Effective tax rates are calculated on the basis of family income before transfers, excluding the amount of corporation income tax allocated to
fnn\’iliu in the MERGE File.
Families headed by an individual age 64 or under are considered nonaged; those headed by an individual age 65 or over are classified as aged.
€ Excludes families with negative incomes.
4 Less than half of 1 percent.

1/ The exclusion of transfer payments, which are a major source of
income among most elderly, implies that the estimates of income
tax burdens for aged families is probably overstated, - particularly

for low income aged families.

Source: Benjamin A. Okner, "Individual Taxes and the Distribution of
Income," The Personal Distribution of Income and Wealth,
James D. Smith, ed., National Bureau of Economic Research, 1975.
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family characteristics such as marital status of the family head, family
size, homeownership, medical expenses, contributions, and so forth, - all
contribute to a modification of tax liabilities over and above the
criterion of income differences alone. Particularly important to the
elderly is the differential treatment of income from different sources.
Some income such as Social Security and Railroad Retirement benefits

is not taxed at all, while other contributory retirement income is

in many cases taxed at preferential rates. Taxable income from
earnings, which is of secondary or tertiary importance to most employed
retirees, is taxed in full. Realized capital gains are generally taxed
at less than half the rates imposed on income from earnings, but even

in this case the elderly receive preferential treatment on the realized
gains from the sale of a home (limited to once-in-a-lifetime). A
selected listing of provisions in the Federal income tax code which
grant preferential treatment to the elderly is contained in the
Appendix.

3. The Distribution of "Tax Expenditures"

The term "tax expenditure gives explicit recognition to the fact
that special tax relief is analagous to a government expenditure. The
reasoning behind the tax expenditure concept consists of two parts:
first, an imputed tax payment that would have been made in the absence
of the special provision is assumed, and second, the simultaneous payment
of the resulting tax revenue is directly granted to the individual
benefitted by the special provision. Special tax provisions take the

form of exclusions from income, exemptions, deductions, credits against

tax liabilities, preferential rates of tax, and deferrals of tax.

i

Since tax preferences may be thought of as government'expenditures
or subsidies to affected groups, they may also be directly translated
into expenditure programs and evaluated accordingly. Three major
preferences granted to the elderly are the additional exemption, the
retirement income credit, and the exclusion of 0ld Age and Survivors
Insurance (OASI or Social Security) from taxable income. The amount
of revenues foregone by the Federal Government in fiscal 1974 for
these three tax expenditures alone was in excess of $4 billion. 1/

Presumably, the major intent in granting these tax preferences was
to alter the income distribution between the aged and the non-aged and
in particular, to distribute benefits among the aged in a manner favorable
to lower income aged. Estimates of the distribution by adjusted gross
income class is presented in Table III-A-4. Several preliminary observa-
tions may be made: (1) Benefits accrue to all adjusted gross income
classes; (2) Benefits are not concentrated on lower incoﬁe aged tax filers.
This is particularly noticeable in the case of the additional exemption
and the retirement income credit. However, the figures in Table III-A-4
are deficient in an important respect which severely understates the
inequitable distribution of tax benefits: the actual number of taxpayers
in each income class diverges sharply between lower and upper income
classes. Table III-A-5 adjusts for this deficiency and presents per

capita benefits by adjusted gross income class.

1/ U.S. Department of the Treasury, Office of the Secretary of the
Treasury, Office of Tax Analysis, unpublished estimates.




TABLE III - A - 4

Estimated Distribution of Selected Tax Expenditures of Individuals
by Adjusted Gross Income Class
Fiscal Year 1974

*Total tax expenditures by
of age on the assumption

portions as the aged tax filing population.

Source:

U.S. Department of the Trea
Derived from unpublished estimates.

income class in this category are
that the number of eligible dependents an

sury; Office of the Secretary,

0ffice of Tax Analysis,

divided by the number of extra exempt
d survivors are distributed in the same relative pro-

) G ($ Millions)
Adjusted Addi : i (4) )
Gross Exemttgnal Reliregbat Exclusion of Exclusion of -
Income faor X eogs i Social Security Social Security
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TABLE III - A -5 2
Estimated Distribution of Selected Per Capita Tax Expenditures
by Adjusted Gross Income Class
Fiscal Year 1974
(Dollars per tax filin {ndividual age 65 and over and eligible gpouse)
(1) (2) (3) (4) (5) (6) (N (8)
Adjusted Number of Percent of Additional Retirement Exclusion Exclusion Total
Gross Age 65 Plus Age 65 Plus Exemption Income of Social of Social "Additional
Income Exemptions by Exemptions for Age 65 Credit Security Security Exemption,
Class Income in Each and Over Benefits Benefits Retirement
Class Incomé Class for Aged for Depend- Income
ents and Credit
Survivors* and
($000) OASI
0-3 1,966 21.4 SH 43556 N 5 $ 239.06 $ 40.69 $ . 283.82
3-5 2,006 22.8 47.36 8.97 229.31 37 39 323.03
5-7 1,451 158 127.50 15.16 261.89 41 .35 445.90
7-10 1,318 14.3 203.34 15517 356.61 56.90 632.02
10-15 1,098 TR 178.51 37.30 300.55 50.909 546.45
15-20- 495 5.4 214.14 18.18 282.83 40.40 55555
20-50 686 %5 307.58 14.58 313.41 51,102 686.59
50-100 130 1.4 430.77 7.69 346.15 38.46 823.07
100 and Over 47 Q5 | 55319 *k 769.23 106.38 1,428.80
Total 9,197 100.0 —- - - - =
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Note: Details may not add to totals because of rounding.
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The vertical inequities 1/ suggested previously are accentuated

when tax expenditures are presented on a per capita basis (Table III-A-5).

The aggregate tax expenditures in Table III-A-4 (column 6) show that
the general tendency is for total tax expenditures to decline as income
rises (with the exception of a slight rise after the $0 to $3,000
adjusted gross income category and a peak in the $7,000 to $10,000
dollar range). Total benefits in the lowest income range are eleven
times as great as in the highest income range; the highest income group
receives only slightly in excess of one percent of all benefits. This
is, however, an erroneous picture.

If the same totals (Table III-A-4, Column 6) are adjusted by
the number of tax filing individuals and eligible spouses aged 65 and
over (Table III-A-5, Column 8) the results are Just the opposite;
the highest income individuals receive far greater benefits than the
lowest income individuals - $1,429 to $284, respectively. The aged
with incomes of $100,000 and over receive five times as much in
per capita benefits as those with incomes under $3,000. This general
pattern is repeated when the per capita distribution is examined
separately for each preference item. The most extreme distribution
oceurs in the case of the additional exemption for individuals aged
65 and over. Average benefits are more than 155 times as great for
those with incomes above $100,000 as they are for those with incomes

below $3,000, - approximately $553. to $3.50, respectively.

1/ "Vertical equity" refers to differences in treatment of individuals
or families in different circumstances; the principle suggests that
people in greater need should be given greater benefits.

- B3

Significantly, the number of individuals who filed for the
allowable extra exemption as head-of-household and eligible spouse,
aged 65 or over, totalled slightly over 9 million persons. This
represents less than one-half of the 65 plus population in 1973.

This suggests that over eleven million elderly did not receive
any benefit at all from the extra exemption.

The probable reasons are two-fold: first, in the case in which
the elderly live in a dependency status with non-aged relatives, the
non-aged tax filer cannot claim the extra exemption for the aged
dependent. However, between 60 percent and 80 percent of the slderly
have living arrangements with no relative present. 1/ Of those who
do live with relatives, not all are dependent by Internal Revenue
Service definition. Hence, dependency status is unlikely to account
for a large proportion of the non-filers.

The second, and most important reason for non-filing, is that
many elderly have incomes too low to be required to file a tax return.
After exclusion of Social Security bemefits, it is not unlikely that
perhaps as many as nine million elderly do not receive benefits from
most other preference items because their incomes are below the
taxable level. Therefore, those most in need of financial assistance

are excluded from many benefit provisions of the income tax system.

1/ Janet Murray, "Living Arrangements of People Aged 65 and Older,"
9 Preliminary Findings from Social Security Survey of the Aged, 1968,

Report No. 4, Social Security Administration, September 1971.
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In essence, the tax preferences translate into a program of
financial assistance which in general, grants higher per capita benefits
te upper income classes, and no benefits at all to those whose income
is so low that they are not subject to the income tax mechanism. A direct
cash allowance proposal with these features would hardly be taken seriously.

Criticism of three important preferences granted to the elderly
does not mean that they are the only inequitable tax expenditures, nor
are they singled out as the worst examples possible. The estimated
$4 billion dollars in expenditures represented through lost revenue is
but a small part of estimates of over $57 billion 1/ in tax preferences
granted the business and household sectors of the economy in fiscal 1974.
Similar charges of inequity may be properly levied against most other

tax preferences. 2/
of thé many vices attributed to tax expenditures, one in particular
deserves careful attention. Tax preferences erode the tax base and

reduce revenues, thereby keeping tax rates higher than they might be in

1/ U.S. Department of the Treasury, ibid. Caution is suggested in
interpreting totals: items may be interactive and are therefore not
necessarily additive. Additionally, totals may differ due to

differences in judgement as to which items should be included and
which items excluded.

2/ For a more extensive discussion of tax expenditures, see:
Stanley S. Surrey, "Tax Subsidies as a Device for Implementing
Government Policy: A Comparison with Direct Government Expenditures,"

The Economics of Federal Subsidy Programs, Part 1, General Study
Papers, Joint Economic Committee,

May 1972.
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the absence of such "loopholes." 1/ This works against any redistributional
intent on the part of the architects of tax preferences and argues in favor
of serious tax reform measures.

Conclusions and Recommendations

The aged as a group are treated more favorably than the non-aged
by the individual income tax--but the middle and upper income elderly
do better than the lower income elderly under existing preferential
provisions. Because of the limitations inherent in the use of the
income tax system as a device to render financial relief to those in
need, it is recommended that no further preferences for the elderly
be sought via the existing individual income tax system. Explicit
expenditure programs or a negative income tax system are better suited

to attaining redistributional goals.

"Individual Income Tax
1/ See Joseph A. Pechman and Benjamin A. Okner,
" Erosion by Income Class," The Economics of Federal Subsidy Programs,

Part 1, General Study Papers, Joint Economic Committee, May 1972.
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B. THE PAYROLL TAX

e nt t

The payroll or employment tax which finances the Social Security system
is the most significant in size of all general payroll taxes; revenues are
Second in size only to those of the individual income tax. Payroll tax revenues
from covered employment are earmarked to finance the federal program of 0ld
Age, Survivors and Disability Insurance (OASDI or Social Security) and in
part, the health insurance segment of the program (Medicare) which was added
in 1966. 1/

The elderly as a group pay lower payroll taxes than the non-elderly,
largely due to their lower rate of labor force participation. Nevertheless,
because the tax represents a larger burden to low income households than to
upper income households, some suggest that the elderly who elect to remain
in the labor force past the age of retirement and benefit eligibility be
relieved of the payroll tax burden. Evaluation of this proposition requires
further discussion of significant Social Security program features.

2. The Social Security System

Financing

Soon after its inception in 1935, Social Security was modified to make
it a social insurance plan which provided legally enforceable rights to benefits
after retirement in recognition of contributions (tax) during one’s working

life. From this point of view, the tax and the benefits are inseparable parts

1/ The Federal-State system of Unemployment Compensation is also financed by

a general tax on the employer ‘s payroll, but is far less significant in size
and will be disregarded in the present discussion.

Additionally, public retirement programs other than Social Security cover
employees of the Federal Government, State and local governments, military
personnel and railroad employees. The financing arrangements of these retire
ment income programs are also excluded from consideration.
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of the same program. Increases in benefits required increases in size until
the system matured, thereby enabling each working generation to pay for their
own retirement benefits. This approach was gradually modified, and by the
1960 °s became in effect a pay-as-you-go system which required the current working
generation to finance the legislated benefits to the current retired generation.
Nevertheless, "...Congress has always strongly believed that the tax schedule
in the .law should make the system self-supporting as nearly as can be foreseen
and, therefore, actuarially sound." 1/

Accordingly, in addition to short-term estimates, 75 year projections
are made by simulating expected benefits levels in future years which consider
changes in the size and composition of the retired population, the labor fo#ce,
wage rates and price levels. Simultaneous consideration is given to the inter-
action between benefit levels, tax rates and the taxable base in order to
maintain approximate equality between revenues and.expenditures over time.
Distinet from short-run fluctuations which may create a temporary surplus
or a deficit in revenues relative to benefit payout, recent long-run projections
have indicated that under present law, higher rates of contribution as well
as upward adjustment of taxable income ceilings will be ‘required in the future
to maintain actuarial balance within a closed system. This is especially.
true due to an apparent unintended coupling of cost-of-living and wage increases

in the benefit formula. However, upward adjustments have not been unknown

in the prior history of the program.

1/ U.S. Congress, Senate, Social Security Amendments of 1960, 86th Cong.,
2d Sess., S. Rept. 1956, p. 37.
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The system has undergone numerous changes since 1935, largely due to
the growth and change in composition of the population, changes in the level
of productivity and wage rates, expanded coverage, and the impact of inflation
on real purchasing power. The original legislation levied a combined employee-
employer rate of two percent on the first $3,000 of wages of all workers under
age sixty-five in commerce and industry (except railroads) in the United States.
At that time, this represented total earnings for about 95 percent of covered
workers. A comparable figure for 1975 would be above $20,000. However, both
the tax rate and the taxable income ceiling as well as benefit levels have
continued to rise, either by legislative mandate, or as is most recently the
case, by automatic cost-of-living increases and concurrent upward revision
of taxable income ceilings built into the 1972 amendments. The combined tax
rate is currently 11.7 percent, which is levied on the first dollar of
earnings up to the maximum taxable income ceiling of $14,100, which will be
raised to $15,300 as of January 1, 1976. Of the total 11.7 percent tax, 9.9
percent is earmarked for financing of OASDI, and 1.8 percent for Medicare.
Nominally, employees pay 5.85 percent of the tax out of wages and earnings
and employers pay the additional 5.85 percent.

Coverage

Additionally, significant changes in coverage have occurred during the
40 year history of the Social Security program. In 1950, regularly employed
farm and domestic workers as well as nonfarm self-employed (except profes-
sionals) were extended coverage; in 1956, the disabled were included and in

1965 self-employed professionals were granted participation rights.

w BT

Currently, covered workers comprise significantly over 90 percent of the
labor force; the majority of the remainder are covered by other public
retirement programs. By 1973, 86 percent of the elderly aged sixty-five
and over were recipients of Social Security benefits. By 1980, the
precentage of elderly recipients is expected to rise to 90 percent.

Benefit Levels

The benefit level of a retiring worker depends upon his or her
earnings history, and is calculated in two steps. First, an average
monthly taxable wage (AMW) in covered employment is calculated. The AMW
is based upon earnings since 1951 for practically all workers with the
five years of lowest earnings excluded. Second, the primary insurance
amount (PIA) is derived from a tabular benefit conversion formula which is
1nclud§d in the law. The conversion formula replaces fixed percentages of
the preretirement AMW with the replacement percentage declining as the
AMW rises over graduated intervals and a stipulated minimum benefit of
$101.40 at low average earnings. Actual benefits depend upon the PIA--
the retirement benefit for a single worker at age sixty-five. Those
individuals who retire at age sixty-two receive 80 percent of the PIA;
those who retire a4t age sixty-five with dependent spouses also aged
sixty-five receive 150 percent of the PIA, surviving spouses of deceased
workers get 100 percent of the PIA.- The most recent (June 1975) benefit
levels are presented in Table III-B-1. Potential monthly benefits for a
single retired worker aged sixty-five range from $101.40 to $522.80 and
from $152.10 to $784.20 for a retired couple both aged sixty-five.
Although the dollar amount of benefits are higher at higher earnings up

to the taxable income ceiling, the replacement rate is greater at low

earnings levels.
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1.96

-1.26

1505
T
a3
.69
.67

Ratio of
Benefit to
Prior Earnings

above 2.00

Couple
Both age 65

Monthly
Benefit
$152.10
195.80
314.60
419.70
518.90
637.50
691.50
727.50
759.90
784.20

1.31
.84
.70
.63
3%
.51
.49
.46
44

Monthly Earnings**

above 1.33

Ratio of Benefit
to Average

Age 65
At t :
he beginning of 1976, the highest average monthly earnings

Single Retired Worker

TABLE ITI-B-1

Monthly
Benefits
(PIA)
130.50
209.70
279.80
345.90
425.00
461.00
485.00
506.60
522.80

Ratio of 0ld Age and Survivors Insurance Benefits
$101.40

to Selected Average Monthly Earnings, Effective June 1975

76’ or less

100
250

950 =
750%
900*

0ASDI Benefit
400

Earnings for
1,000%
1,100%

Average Monthly
1,175%

$
Social Security Bulletin, Vol. 38, No. 7, July 1975

912 or less

1,200
3,000
4,800
6,600

9,000
*%The ratio f benefits to
most recent earnings is con
siderably lower than th
ose presented in the table

*Projected estimates based on 1975 rate schedule

Earnings

$

10,800
12,000
13,200
14,100

Annual
Source:
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Benefit levels have risen substantially in recent years. This is due

o the steady rise in wage rates and hence the average monthly

in part t
s are based, and in part to congres-

earnings on which benefit calculation

sionally legislated across~the-board jincreases in benefit levels. For
poth reasons, recent retirees generally have higher benefit levels than
who retired in earlier years when average earnings were lower.

evels and tax rates may be expecte

those
d to

In summary, both benefit 1
continue to rise in the future. If the strong sentiment to maintain the
rting nature of the system prevails, then consideration of

sel f-suppo
ons for the elderly who work past

preferential relief from contributi

onsidered without also considering the inter-

retirement age cannot be ¢

active effect on the system as a whole.

3. Should the Elderly be Relieved of the pPayroll Tax?

point is offered as a background for evalu~-

The discussion up to this
jon that the elderly who voluntaril
ons towards the Social Security

ation of the suggest y work past retire-

ment age be excused from further contributi
system.

The answer depends upon many complicated issues:

y elderly depend upon post pretirement earnings and

(This may be particularly

o How man

contributions to obtain eligibility?

important to women who either enter the labor force later than

r have interrupted work histories.)

average ©
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o
Would benefit levels of future retiress be affected?

© How would >
this affeot the long-term actuarial balance of the systom?

o Wil
1 the methoq of financing Soeial Security be altered?

C How wij
1 payrol1 tax relier affect labop foree participation by th
. e
elderly? By the non-elderly?

© Would Selective taxation on the basig of ags

i be constitutional?
st, it is assumed that voluntary relief frop

Payroll taxes would t
be a desirab B
le progran element since the Uncertainty it Would introgd

roduce

from which ng contributions

Were made would
not bpe counted in calculating eligibijit

Y and benefits as is currently

the case furth
’ er research would be required to determine hoy many elder)
, 5 4

a
1together. Undoubtedly, this woulg more harsh?

Y impact womsn who enter
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Additionally, for those who voluntarily postpcone benefits due to
continued labor force participation, it is likely that in some cases the
generally higher wage rates in recent years as opposed to earlier earnings
would significantly raise benefit levels when employment is partially or
completely terminated and benefit awards accepted. This is particularly
important when one considers the provision for complete substitutability
of high earnings years for the five years of lowest earnings. It is
therefore not necessarily true that relief from payroll contributions will
be benefiecial to all aged over the long run, especially since lifetime
benefits may exceed lifetime contributions among lower earaings groups.

In addition, the loss in revenues will have an adverse impact on
program {inancing. Currently, the short-run problem of the slower rise
in payroll tax revenues relative to benefit payments due to the econcmic
downturn argues against consideration of measures which would reinforce
the difficulty. Proposals for augmenting revenues through general finance
measures have not been unanimously well received, nor is it likely that
serious consideration would--or Sshould--be given to raising tax rates
or reducing benefits at the present time.

Over the long run, however, tax rates, taxable income ceilings and
benefit levels are subject to change. Erosion of the taxable income base
by selective exclusion from tax liabilities on the basis of age may work
to reduce benefits of future retirees or to raise tax rates and taxable
income ceilings. Although the magnitude of the effect is unknown, the

direction of the possible effects in the case of tax rates and benefit

levels is clearly undesirable.
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Therefore, it is not clear that relief from payroll tax obligations

on post-retirement age earnings would be beneficial to all elderly, to
s

the Social Security program or to the nation.

F
urther study should be directed towards comparisons of the costs to
the system and the fairness to participants under various options:

17
The payroll tax is terminated on post-retirement age earnings;

© credit is given on such untaxed earnings towards

eligibility and benefit payments;

O no credit is given for untaxed earnings;

O no credit is given on untaxed earnings but an actuarial
increase in benefit levels is inecluded to compensate for
‘the shorter period of benefit collection.

2. The payroll tax on post-retirement age earnings is continued;

O both post-retirement earnings and an actuarial increase

in benefit levels to compensate for the shorter period

of benefit collection are included in benefit calculations

Within each of these options, it is important to know who among the

emplo
Pioyed elderly will benefit most. Additionally, options should be studied

with
in the larger context of the impact of the payroll tax on lower income

workers of all ages.

D
t is therefore recommended that action to relieve the elderly worker

of
the payroll tax should be deferred: further study should be directed

tow
ards alternative means of relieving the burden of the payroll tax on all

low
er income earners, taking into account the impact on the elderly worker

and the costs to the system.

-Pg3c.

C. SALES AND EXCISE TAXES

1. Introduction

The general sales tax represents a major revenue source at the State
and local level of government. The State is the primary user of this form
of taxation and it is frequently the dominant source of State revenues.
Local governments rely mainly on real property taxation, but general sales
taxes are not unknown at the local level. Nearly one half of the States
in 1971-72 had local jurisdictions which imposed a sales tax in addition
to the State level tax, but the amounts collected at the local level were
relatively small. 1/ General sales taxes are frequently criticized on the
grounds that they are regressive because the poor spend a larger fraction
of their income on consumption than do the rich.

Excise taxes 2/, which exist at both Federal and State levels, may be
either regressive or progressive, depending upon whether the taxed commodity
is primarily consumed by lower income groups or upper income groups. On
balance, excise taxes tend to be regressive since they are usually levied on
mass consumption items such as alcohol, tobacco and various highway and
automobile related items. An excise tax may be preferred on grounds other
than ability-to-pay. The purpose may be to discourage certain forms of
consumption which are socially undesirable, for instance, liqour consumption.
In the case of highways and highway relateq "user" charges such as gasoline

levies, the tax affects only those consumers who receive the benefits of the

1/ See appendix to Chapter III, Section C, for summary presentation of State
and local sales tax rates, excluded items and dates of adoption of sales

tax.

2/ An excise tax is a selective sales tax which is levied on a specified
commodity or group of commodities.
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3. Alternatives to th les Tax: Evaluation and R ndation

General and selective sales taxes provided an average of almost

three times more revenue than did the State personal income tax. As

of 1972, six States did not have an income tax and five states had not

imposed a general sales tax.
between the regressive sales tax and an income tax based on ability-to-pay

From a State’s vantage point, the choice

s iTh Burden of Sales and Ex Se Taxes on th Elder1
is not clear cut.

Est
imates fopr 1966 indicate that the aged as a 8roup were less harshly
burdened by consunm
ption taxes
on average than the non-aged ., Approximately The State Income Tax as an Alternative
The arguments in favor of the personal income tax include the following:

1. It considers ability-to-pay and may be designed so that low income

households bear no burdens or very modest burdens.

relatively lower consum
ption of
highly taxed items such as liquor, tobacco, ReTenaeS i R sl o grmsbint

increases in productivity.

gasoline
and automobiles, and in part to their relatively lowep average
the personal income tax also presents

hazards to its fiscal position:

of which
act to limit their consumption expenditures in general. Howevepr
’

To derive the same amount of revenue as collected by a broad based

é:s:ussins the relative position of the aged to the Non-aged in the context 1.
: 11:: sales tax is similar to comparing two 1ndiv1duals, one of whom is sales tax would require higher marginal income tax rates, thus
Ry Kpke, the otbres 1s pregnant driving out higher income residents.
2. Just as revenues grow automatically with increases in population

or productivity, they decline during unhealthy economic climates.

affect the
ability or all lower income 8roups to purchase the basic essentials
Economic declines usually generate higher demands for many State

of livin
g by raising prices. The more necessary the taxed commodity, the
’

and local services, particularly public assistance and unemploy-

ment compensation.

8 g




Therefore, with some Justitication,

the pos
possible erosion of their tax base by the loss of high income resident
s
and about the inatability of income tax revenues
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States have been concerned about

Widespread adoption of

" Th
e Federal Government could institute a pProgram of countepr-

eyclical revenue sharing.

Th
. the Federal Government could assume full responsibility for

the welfare funetion.

o d only
er e poten
e there is a neeqd. The potential difficulty of turning orf

a - '
program - which is present in most categorical grants - is

absent.

It is ' the Fed '
consistent with the Federal responsibility to stabilize the

economy.

% A Ra :
art of Federal aid could be tied to reduction opr elimination

of relianc
€ on the sales tax. This provision would simultaneously

work against both recession and inflation.

It w
ould represent a step towards equalizing the fiscal disparity

between rich and poor States.

1‘
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Full Federal provision of welfare benefits and services with an

appropriate degree of uniformity also has much to recommend it:

It would remove from State responsibility a volatile source of
fluctuations in State expenditures that are primarily caused

not by the actions of States themselves, but by the level of
economic health of the economy as a whole.

States and localities would be able to generate sufficient
revenues to cover other public services at much lower rates than
currently exist or they would be able to offer more services

or initiate desirable new services or some combination of the
above two possibilities.

Dirfferences in treatment of people in similar circumstances due
to the accident of geographic location and the consequent
differences in States” ability or willingness to provide welfare
payments and related services would be eliminated.

To the extent that differences in welfare benefit levels and
eligibility criteria play a role in providing an incentive for
migration of the poor to more generous States, this difficulty
would be eliminated. No State would be required to bear more

than its "fair share" of welfare costs, as is presently the

case.
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5. Centralization of the preliferation of programs which currently

exist at the Federal, State and local levels would avoid much of

the "noteh" problem. 1/

Reducing the Regressivity of the State and lLocal Sales Tax

The arguments in favor of the sales tax are as follows:

It g | relatively stable source of revenues.

2. Some of the burden of the sales tax may be “exported"

to residents of other States who make purchases within

the sales tax locale, but reside elsewhere. This is a
compelling argument particularly for those States which

rely heavily on the tourist industry.
3. A specified level of revenues can be collected at lower

rates under a broad based sales tax than under a graduated

income tax. The sales tax as an alternative to the income

tax is therefore preferred by upper income households.

4. It is not .s "visible" as an income tax since it is not

deducted in a lump sum from earnings. It is extracted

in small amounts and may never be summed to its total over

the year. Less public opposition than otherwise is likely.

Compelling arguments against the sales tax include:

1. It is regressive and impacts the poor more heavily than the

rich, and

As the diversity of programs current
pPrograms creates an entitlement for
Additionally, the benefit levels bet
inter-dependent. Loss of eligibility for a single program or small
amount of additional benefits from another program cr from working
may mean a substantial loss in overall benefits rather than the
desired increment in benefits. This situation may be compared to cne
in which there is a tax on income that may exceed 100 percent. The

point at which the abrupt change in benefits takes place is referred
to as the "notch.®

ly operate, eligibility for some
benefits from other prozrams,
ween programs are frequently
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2. It treats families with the same income, regardless of family
size, on the same basis, thereby penalizing larger families
and violating the principle of vertical equity.

As long as any of the positions which support the imposition of sales
taxes are atiractive tc States, it is unlikely that they will be eliminated.
With the growing demands on State revenues, it also is not practical to
eliminate a fertile source of revenue. However, incentives to reduce
reliance on the sales tax relative to the income tax and efforts to reduce
the regressivity of the tax are in order. This may be accomplished with
orly minimal federal assistance:

1. Disallow deductibility 1/ of State and local sales taxes in

calculating federal liabilities. This will deny States the
"tax expenditure" subsidy and provide an incentive to decresase
reliznce on sales taxes.

2. Accompany the above action by using the revenue gains to the
Federal Governmment to provide a gredit 1/ against Federal income
tax liabilities with a maximum ceiling per housshold which
declines as income rises. This will provide an incentive to

AStatea to increase reliance on the personal income tax, since

it will be more faverably received by State residents.

1/ Deductions are worth more to high income households than low income

households. A one dollar deduction for a housshold in zhe 12 ?efﬁznt
Federal income tax bracket will reduce liabilities by 1 cendsinuthe
same dollar deduction will reduce liabilities for a househol %
50 percent bracket by 50 centa. Credits, if properly targeted, may
worth more to lower income houssholds.
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This would suggest that:
At the State level, exemption of basic essentials such as food and

2. A credit or rebate against State and local taxes targeted at
drugs would significantly reduce regressivity. As of 1973, of the 45

lower income households should include both sales and property
States and the District of Columbia which imposed a sales tax, only 19

taxes and should be considered as a replacement for existing
exempted food. 1/ 1In many cases, the exemption of food and drugs can only

: "Circuit-breaker" and Homestead exemption programs.
be accomplished by a loss of substantial revenue to the State, and would ;

3. Consideration should be given to provision of rebates to
benefit not only needy households but also those households who are not

family units whose State income tax liability is less than
in need by any standards. An alternative which would accomplish the same

the amount of credit entitlement.
objective at less cost to the State would be the following:
4. Equity requires that both the aged and non-aged be included.
1. Provide a tax credit against State income tax liabilities

; The loss in revenue to States could be substantially mitigated by
or a tax rebate which gradually diminishes as income rises

broadening the tax base to include additional items such as "services"
until it becomes zero at Some specified income ceiling.

. which are primarily consumed by upper income groups, and if necessary,
This is similar in concept to the popular "Circuit-Breaksp" programs

basic essentials such as food and drugs. Although inclusion of "basiq"

which operate in many States to relieve property tax "overload". In fact |
items may not be desirable since the initial outlay required would act

one State (New Mexico) operates a program which is nominally a "eircuit-
as a hardship to low income families even if refunded later, the inherent

breaker" but is more comprehensive than those designed for property tax

regressivity of State and local taxes would be reduced if not eliminated. \
relief. It includes both the property tax and sales tax, and avoids the

adminstrative complexity of proof of claim requirements. Instead, the
New Mexico Low Income Tax Credit provides average estimates of all State
and local taxes at various income levels and family sizes and credits or
rebates g pre-determined "standard" sum to eligible households. By
"averaging" the burdens of State and local taxes within income clasaes_, |
it avoids the difficulty inherent in property tax relief alone where,

A |
within any income class, higher benefits g0 to those with more valuable : - ‘

homes. 2/

1/ See Appendix to this section, Table 1.

|
2/ See discussion in Section D-5 of this chapter. :
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Table 3

DATES OF ADOPTION OF MAJOR STATE TAXES

GENERAL SALES® R

1931-40
i, . 1941.50 1951-60 Since 1961
Ississippi, 1932; Arizona, 1933; California,

1933; Ilinois, 1933; Indiana, 1933°: lowa Connecticut, 1947; Maryland,

Georgia, 1951; Maine, Texas, 1801, W

e i iado : . 1947; Rhode Island, 1947; 1951; S, i e e,
g _ okhh;":v,:"..co. 1933; Nérth Tennessee, 1947; Florida, 1951:P-enc.'°|lm..' i ey ——
1933; Utak, 1933: Washine 33; South Dakots,  1349; 1953:N e s s B o oo i
1535 Mw oy '9.33: " psir x.m.', :vldl. 1955;  sens, 1866, New Jersey,
Vo 1 ; Aprrsecido of cky, 1960; 1966; Virginia, 1966:

A R o i L A total, 6. Minnesots, 1967: Nr-
’on’.t Dakota, 1935; Wyoming, 1935; Alabama, g ’967. V';'"Oﬂ
936; K;l‘ng 1837; Louisiana, 1938; : o ‘ j
. total, 10.
: toul,- Grand 10101, 457
Smunmmnm-l-nn:unh:"-' : M New M, ire; Oregon. At
Source: A4
¢ visory Commis
sion on Interg :
overnmen
Federal-State-Loca] Fin A

of Fiscal F ances: Significant F
ederalism eatures

T —————<218m, U.S,

Bebruary 1971 sm, U.S. Government Printing Office,
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D. THE PROPERTY TAX
1. Overview

Public support of property tax relief, particularly for elderly persons,
has increased significantly in recent years. The unpopularity of the tax -
which is the mainstay of local government finance - rests on the belief that
the tax is regressive, 1/ administered unevenly, and particularly burdensome
to elderly people with low incomes. Although public distaste for the effects
of the residential property tax has elevated discussions of property tax
relief to the Federal level, there is no consensus on the need for and/or
nature of Federal involvement.

This study examines alternative propositions and presents evidence to
support the view that property tax liabilities are a burden to the lower income
aged - as well as all lower income groups, but that property tax relief in
existing forms is inequitable and is, in any case, an inefficient and
insufficient means of attacking the underlying problem of current income
inadequacy.

Homeownership and housing characteristics of the elder;y suggest that
the problem is not one of inadequate housing r se, but one of inadequate
current income.

Neither the claim that the property tax is regressive or that it is
progressive can be resolved due to lack of data availability and hence,

|
empirical support. Additionally, if the proper concept of income (average
\
income over five years or more) is employed in measuring property tax

burdens, the tax appears to be roughly proportional to income. Evidence |

1/ A regressive tax is one which takes proportionately more from low income
groups than higher income groups; a progressive tax is one which takes
proportionately more from high income groups than lower income groups,
and a proportional tax is one which takes the same proportion of income
from all income classes.




1s viewed as regressive or progressive.

Current forms or pProperty tax relief which are described later in this
Section, are not consistent with any existing theory or Property tax burdens,
but are analagous to "back-doorn income maintenancs or housing allowance
Pregrams. As Such, they are seriously flawed.

As long as property tax liabilities enter into the calculations,

T
greater benefits 80 to those with greater net worth within any income class:
- ]

for homestead exemptions) ape not sufficient to merit a program with thia
degree of complexity, Once pProperty tax relief programs are eonsidered as
housing allowances op income maintenance programs, it ig less clear why
one particular cost of housing has been singleq out for prsijer. In faet,

property tax relief does not require that benefits, i.e., funds that are

f
reed for othepr uses, be spent in any particulapr manner . Hence, income

w0

If the popular acceptance of State and loeal property tax relief programs
rests on the basis that it helps in reforming the regressive tax structure
at the State and loeal level, then why exclude other more obviously regressive

taxes such as the sales tax? One State does include all State and local taxes

in its relief program, 1/ and the example provided by this unique effort

should be studied for application in other States.

Federal intervention in the form of property tax relief is not recommended .

Under proposed legislation, undesirable and unintended effects may occcur.
O States will be encouraged to increase reliance on property taxes.
© Federal programs may be more costly than anticipated if States

increase reliance on the property tax.

0 Owners and renters will not be treated equally within the same
Jurisdiction. & uniform percentage~of-rent will overstate the
impact on renters in low tax areas and understate ths impact- in
high tax areas: the opposite effect will occur in the case of
nomeowners.

© Proposals to channel relief through the Federal income tax
mechanism may not reach otherwise sligible applicants who do

not file income tax returns. This group is likely to include

the poor and the aged.

4/ HNew Mexico Low-Income Tax Credit (LITC)
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The political acceptability of property tax rslief programs is a
reasonable rationale for the continuing existence of present programs in
the short run. However, in the light of their poorly focused benefits, the
Federal Government should not lend it support. Alternative means of
channeling assistance to lower income households should be sought .

2. Homeownership and Housing Characteristics of the Elderly

In contrast to the below average annual income position of most elderly
households, homeownership is above average - frequently mortgage free.
Although owmership rates peak in the 60 to 65 age brackst, 64 percent of
the elderly above that age owned their own homes, compared with 60 percent
of the general populatiom in 1972. 1/ Blacks were at least 40 percent less
likely to own their own homes than whites; the disparity is slightly less
between aged blacks and whites.

The majority of slderly homeowners have completed mortgage payments.
Only 15 percent of elderly homsowners have a mortgage remaining, while
nearly three-quarters of non-aged homeowners have a mortgaged home. Among
those with existing mortguges, the ambunt o equity is higher for the elderly
than for the non-elderly mortgages.

Housing consumption of the elderly is also above average. The median
number of rooms is 50 percent grreater among the elderly than it is among the
populztion at large. This is in part a reflection of housing needs in
earlier ysars before younger family members departed. It also suggests that |

many of the elderly do retain their homes past the years of family formation

and development.

1/ Bureau of Labor Statistics, Consumer [
Tabulations Based on First-Year Diar:

‘mditure Survey, 1672-73,
388 Release, May 15, 1975.
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In fact, contrary to arguments that excessive tax burdens force house-
holds to move, the elderly rarely move ?or any reason. 1/ The likelihood
of changing residence is lowest among households living in owner-occupied
single family detached units, less than 1.5 perecnt per year. Owners are
approximately one-fourth as likely to move as renters.

In sum, the typical housing conditions of the elderly are above
average in a number of important ways: (1) rate of homeownership;

(2) probability of being mortgage-free; (3) number of rooms per-berson,
and (4) stability of location. Certainly, not all the elderly are so
fortunate, but many are. Blacks in particular are unlikely to be as well-
off as their aged white counterparts. This is in part due to lower life-
time earnings and in part to housing discrimination in past years.

The favorable '"average" housing conditions of the elderly relative to
the non-elderly should be interpreted carefully. Measures of the "average"
do not tell us anything about either the best or the worst housing conditions
experienced by the elderly. Instead, they suggest that although the housing
conditions of many aged households may be deplorable, the situation may not
be more serious for the elderly than the non-elderly.

One complaint that frequently occurs among the aged, concerns their

. inability to provide proper maintenance for the housing they do have. 'This

complaint, coupled with the preceding discussion is indicative of both the

.diminished physical abilities of many eldap;y and phe low level of their

incomes - rather than a housing problem in and of itself.

1/ Abt Associates, Draft Report of Property Tax Relief Programs for the Elderly:

An Evaluation,
Office of Policy Development and Research, forthcoming, 1976. The assistance
of the Office of Policy Development and Research in granting access to the
three volume Draft Report is gratefully acknowledged.

Prepared for U.S. Department of Housing and Urban Development,
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3. Property Tax Incidence: Theory

The incidence or burden of a tax concerns the effect a tax has on the
distribution of real income for private use. The term "real income" refers
not only to the dollar amount of income, but also the purchasing power it
represents. Real income may change in several ways:

1. the number of dollars received by individuals may change with

the prices of goods and services unchanged;

e relative prices of goods and services may change with individual

dollar income unchanged ;

3. both relative prices and the dollar amount of income may remain

unchanged, but the general price level may change (Pure Inflation),
and

4. a combination of the above may occur.

Incidence theory and measurement is concerned with the combined effects

of 1. and 2., changes in dollar income and in relative prices. The house-
holds whose dollar income and/or consumption pattern is affected bear the
burden of a tax.

Tax "Liability" versus Tax "Burden"

As clear cut as the burden may appear to the average taxpayer, it is
the "liability" and not the "burden" which is usually clear. The taxpayer
who writes the check bears the liability, but in response he may change his
behavior in an effort to avoid the tax or to pass it on to others. In
response to a tax; firms and individuals may adjust their prices, sales,

and purchases, thereby affecting individuals in their capacity as owners,

producers or consumers of the taxed commodity. The manner in which the
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complex adjustment process takes place determines the final resting place
of the tax. The "burden" of a tax is borne by those affected after the
adjustment process. If a tax falls on owners of capital (residential,
business and commercial property, ete.) it is considered progressive, since
most capital owners are in higher income brackets; if it falls on consumers,
it is considered "regressive," since consumption takes a larger fraction

of income from lower income households than higher income groups.

The Property Tax: Regressive or Progressive?

The adjustment process related to the property tax is a matter of some
dispute. It is a matter of importance in this discussion for several reasons:
1. arguments against the property tax cite its regressivity or
unfairness relative to ability—to-pay;
2. proper treatment of homeowners and renters in property tax relief
programs requires knowledge of the manner in which they are

burdened by the tax.

The Traditional View: The Property Tax is Regressive

The traditional view of the incidence of the pProperty tax has been that
renters pay the tax in the form of higher rents, owner-occupants in their
role as consumers of housing services, and consumers in general pay the
pProperty tax on commercial and industrial property in the form of higher
Prices for the 8oods they buy. This view assumes that property taxes, as a
cost of producing housing services (and other goods and services), reduces
the rate-of-return or profit to investors, thereby reducing investment in

residential structures (and the production of other taxed goods and services)
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until prices rise sufficiently to restore the pre-tax profit level.
Therefore the burden falls on consumers of housing services (owner-
occupiers and renters) and in a more general way on all consumers of
goods and services. Since housing expenditures and outlays for consumer
goods tend to absorb a much larger fraction of current incomes of the
poor than of the rich, such a tax would appear to be highly regressive.
The New View: The Property Tax is Progressiv

A more recent view holds that taxes on structures (both residential
and commercial) divert investment into more profitable sectors of the
economy, without affecting the total level of investment, thereby lowering
the rate of return to all capital owners. Under this view, the tax is
progressive since capital owners are concentrated in higher income brackets.

Additionally, there are complicated effects arising out of inter-juris-

dictional differences in tax rates. Investors in high tax areas can be entiec

into producing housing and other local goods and services only if they
receive sufficient profits to cover the higher than average local tax rate.
This may be accomplished through lower wages, higher prices or lower land
rents. Lower thanraverage tax rates, on the other hand, may generate higher
wages and land rents and lower prices. Residents of high tax communities
may therefore experience real income losses and residents of low tax
communities may receive additional benefits. The literature suggests that
the deviations from the average rate of tax may reinforce rather than offset
the progressive nature of the tax. 1/ More research is necessary to determin
the actual effects of differences in tax rate between jurisdictions and the

effects of the adjustment process on the overall level of investment.

1/ Henry Aaron, "A New View of Property Tax Incidence," The American Econo
Review, Papefs and Proceedings, May, 1974. k

o B

If the property tax is shifted to all capital owners, then the burden

of the tax falls on individualz roughly in proportion to the value of their

j : ip represents the
capital. For the vast majority of persons, homeownership p t

largest asset; jndividuals in their role as renters are not affected.

Under both the traditional and the new view, the analysis applies only

to reproducible capital such as structures. Land is immobile; hence, that

portion of the tax which falls on land is born by the owners of land regard- ‘

less of the assumpticns relating to the remaining portion of the tax.

However, the total incidence of the tax is yet an unresolved issue.

The Measurement of Income

The conventional wisdom that the property tax is regressive is subject

to criticism on yet other grounds. Economists generally agree that the

1 nnual
economic circumstances of households are not accurately measured by ant

] i r a single year.
income; household incomes may be unusually high or low ove g

For most consumption expenditures, some short term adjustments can be made

when income fluctuates; for housing expenditures, this is not the case.

Housing expenditures, more SO than other types of consumption, tend to be

related to long-term average income or “normal" income. It follows that

if tax burdens are to be allocated according to housing expenditures,

then property taxes are related to normal income, not annual income.
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This is of crucial importance for the following reasons:

1. Low income brackets are more liksly to include households with
substantially lower incomes than previously experienced or
anticipated rather than tsmporarily higher income;

2. High income brackets are more likely to include households
with higher-than-usual incomes, rather than lower-than-usual
incomes.

Since this is the case, measured on an annual basis,

3. Average housing expenditure in lower income groups include the
higher housing outlays (and hence, higher property taxes)
of those whose income is only temporarily depressed. This
makes it appear as if lower income groups generally spend a
higher proportion of income for property taxes than in fact,
they do.

4. Average housing expenditures and the ratio of taxes to current
income will be biased downward in upper income groups for
similar reasoning.

The importance of this observation is that it lessens the credibility
of the argument that the poor spend a larger proportion of their income on
housing and therefore on residential property taxes than ths rich do - which
is the basis for the traditional conclusion that the tax is regressive:
Evidence points to a rough proportionality between housing expenditures and

normal income. 1/

1/ For example, Henry Aaron, Shelter and Subsidies: Who benefits from
Federal Housing Policies? The Brookings Institution, 1972. Appendix C,
Pieael3.
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Relevance to Policy Considerations

Of what policy significance is the controversy over the progressivity
or regressivity - or proportionality, if "normal" income is used - of the
property tax?

If the tax is progressive and represents the largest burden to
individuals with the highest net worth or wealth - not limited to real
property holdings - then relief from current liabilitiss bears no relation-
ship to the burden of the tax - and hence the problem is misspecified.

If the tax is regressive, then the large question should concern the
degree of reliance placed on raising local revenues in this manner.
However, regressivity alone - or progressivity alone for that matter, are
insufficient grounds for determining the "fairness" of a tax; the economic
incentives which result and the pattern of benefits must be examined as well

as avallable alternative sources of revenue. If relief is offered, this

view indicates that owners and renters, regardless of age should be included.

Discussion of the proportionally of residential property taxes to¢ normal

income directly raises the issue of what ths terms of judging ability-to-pay

should be and on what terms relief - if any - should be granted.

4. The Measurement of Property Tax Liabilities and Burdens

Studies of the distribution of tax burdens by income class come to

significantly different conclusions depending upon the assumptions made about

the incidence of the tax. Additionally, estimates may differ even under the
same set of assumptions when different income concepts or different years

are used. The results of a number of such efforts are reported here.
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However, none of these estimates are intended to serve as a precise

=D L
representation of the absolute magnitudes involved. Instead, they are TABLE III-D-1 ESTIMATES OF PROPERTY TAX BURDENS, TOTAL POPULATION, 1966—/

: | ti
presented as an illustration of the general direction and the relative Income classes in thousands of dollars; tax rates
size of burdens under different income concepts and different assumptions as percent of family income.
|

about the incidence or burden of the tax.
Estimates of the Tax Burden for the General Population Adjusted ' 1) (2)
Family Progressivity Regressivity 1
Pechman and Okner, 1/ have provided estimates of the burden of the Income Assumption Assumption |
property tax in their exhaustive study of Federal, State, and local tax 0-3 po o : w
. 5 |
burdens. Fortunately for present purposes, they have made calculations 3-5 2.7 4.8 H
5,10 ‘
under differing sets of assumptions about the incidence of tax, two of : 2.0 3.6 il |
10-15 T 3.2 ﬂ
which parallel the previous theoretical discussiocn of progressivity or 15-20 2.0 3'2 ”
regressivity of the property tax. Table III-D-1 indicates that if the 20-25 2.6 3.1 I
) 25-38 3.7 "™ 1
burden is assumed to fall on all capital owners (Column 1), the tax as . I |
30-50 4.5 3.0 i
a percent of income rises as income rises. Assuming that the tax falls on 50-100 6% 2.8 {f
consumers of housing and other taxes goods and services (Column 2), the 100-500 842 2.4 i
0l
. 500-1000 9.6 i
burden is reduced as income rises. The direction and size of the numbers 1.7 i
1000 and over 10.1 0.8 |
are in approximate accord with estimates prepared by the Musgraves 2/ 2 , : Ga i iH
. ||
I
for the year 1968, using a conceptually similar income concept and roughly Average: ) : hk
All C1 ’
similar theoretical assumptions. ik $.0 . 3.4 1’
Non-Aged 2.5 3.2 il
Although tabulations of the burden of the property tax on the aged ; Aged 5.9 : o g gy WJ
L population are not presented by income class, average tax rates as a ‘W
; percent of income are available for the elderly and the non-elderly. [
i ; } {
-=De d I
(Table III-D-1)) i 1/ Source: Joseph A. Pechman and Benjamin A. Okner, Who Bears the Tax Burden? H
|

o
| The Brookings Institution, 1974. Table 4-8, p. 59.

1/ Joseph A. Pechman and Benjamin A. Okner, Who Bears the Tax Burden? The
study is summarized in Chapter II of this report.

|
[
1845t 3 BT
iy 1
|
I
I

Practice, McGraw-Hill, 1973. Tables 15-1 and 15-2, pp. 368 and 370.

2/ Richard A. Musgrave and Peggy B. Musgrave, Public Finance in Theory and : s L i sion
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If the tax is assumed to be regressive, the average tax rate of the
elderly is greater than both the average for the population as a whole and
the non-elderly; 4.4 percent, 3.4 percent and 3.2 percent, respectively.
This is almost half the size of the average burden reported by the Advisory
Commission on Intergovernmental Relations (ACIR) (Table III-D-2). Both the
Pechman and Okner and the ACIR estimates are based on income over the
period of a year. Although the estimates are for different years (1966 and
1970), this is probably a minor part of the explanation. The ACIR estimates
cover single family homeowners only, which may account for part of the
difference. Perhaps more important, different concepts of income are
employed. The ACIR uses current money income, while the Pechman-Okner
study uses a comprehensive income definition which includes the potential
claims on income represented by asset ownership. The difference, simply
stated, points out that if two households have the same current incomes,
but only one household owns a home, corporate securities, and insurance
or pension equity, the two households are not in the same economic circum-
stances. The Pechman-Okner income concept considers these differences and
includes estimates, albeit crude, of the income on an annual basis that
such assets or:wealth would represent. This suggests that census money
income figures may, on average, understate the economic circumstances of the
aged population.

Table III-D-1 also indicates that if the tax is assumed progressive,
the average tax rate for the elderly of 5.9 percent is twice that of the
population as a whole, 3.0 percent. The difference is even greater when the

elderly are compared with the non-elderly alone; 5.9 percent to 2.5 percent.

B

Under the progressivity assumption, that is, a higher proportion of
the income of the rich than of the poor is extracted, the burden of the
tax on the elderly appears larger than under the regressivity assumption.
Considering the relatively low current money income position of the elderly,
the results may come as a surprise to many: it indicates that some of the
aged possess significant property holdings, e.g., real estate, corporate
stock, insurance assets, etec. This is not unreasonable when one considers
the above average homeownership rates of the elderly and that older persons
have had the advantage of a lifetime to accumulate equity in a home and to
acquire savings or investments. Nevertheless, the fact remains that the
elderly have significantly low current incomes.

Estimates of Homeowner Tax Liabilities

The ACIR takes the position that the ... "regressivity issue is some-
thing of a red herring ... There would be a need for property tax relief
even if the tax were proportional - or even progressive - if the absolute
level of the tax worked hardship on some persons." 1/ The observation that
the level of a current tax liability may present hardship to lower income
groups is without dispute; the form of relief that will adequately relieve
the difficulty is less clear.

Table III-D-2 substantiates the position that on average, the elderly
not only pay more tax as a percent of current income than the non-elderly
(8.1 percent to 4.1 percent), but also that the tax liability removes

visibly large percentages of the income of low income groups of all ages.

1/ Advisory Commission on Intergovernmental Relations, Property Tax Circuit
Breakers: Current Status and Policy Issues, February, 1975.
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What is not captured by the figures in Table III-D-2, is that thers are more |

TABLE IIT-D-2 ESTIMATES OF PROPERTY TAX LIABILITIES, ELDERLY AND NON- elderly than non-elderly single-family homeowners represented in the lower ﬁ

ERLY 1970 SINGLE-FAMILY HOMEOWNERS
o I income brackets. Homeownership among the non-elderly appears to be more

(Property Tax as a Percent of Current Income) 1
strongly related to current income than it is for the elderly. Thse vast
majority of non-aged homeowners are concentrated in middle and upper monsy h

income brackets; the majority of aged homeowners are in lower money income h3

Income Classes in Thousands of Dollars brackets. 1/ “
Tax as Percent of Family Income w
T A Average patterns of income, family size and composition, and housing ‘
amily A
Money Elderly Non-Elderly expenditures are most clearly reflected in the three budgets for lower, |
Income (65 and over) (under 65) w
moderate and higher living standards prepared by the Bureau of Labor
Less than 2 15.8 18.9 J
|
B 9.8 10.1 Statistics (BLS). The hypothetical family depicted for the non-aged (I
[ |
3-4 8.0 7.2 includes a husband and wife with two children. The aged family consists iw
4-5 2 LI ‘
o 6y ) of an urban retired couple, defined as a husband, age 65 and over, and his ‘
- . . ‘ | ‘
6-7 5.8 4.3 wife. Precise characteristics are defined for each group that are repres- ﬂﬂ
4.8 I |
79 ¥y 4.1 sentative of the real world, based on the dicennial Consumer Expenditure M
10-15 3 3.7 1l
3.3 Survey conducted by the Bureau of the Census for BLS. Table III-D-3
15-25 A e |
25 or more 2.7 2.9 clearly shows that housing claims a greater share of the elderly household’s “w
budget at every standard of living than it does for the non-elderly. 1
Average Tax: i
; At similar standards of living, the elderly spend roughly one and one-
All incomes 8.1 4.1
nalf times as great a proportion of income on housing as do the non~-elderly, '
even though they are more likely to be mortgage free. One explanation is !
1
that actual housing expenditures of the elderly reflect higher home values i
'

Tax Circuit Breskers: Current Status and Policy Issues, 1975

previously higher incomes. This, in combination with lower average incomes

!
Source: Advisory Commission on Intergovernmental Relations, Property . (and hence higher property taxes) for puchases made on the basis of K
\

at the same standard of living due to differences in average family size, ?

\

may explain the aged/non-aged differences. |
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Interestingly, the share of housing expenses in the household budgast
does not vary significantly as income increases. Since the typical elderly

and non-elderly families are considered separately, life-cycle fluctuations

TABLE III-D-3 HOUSING EXPENSES AS SHARE OF STANDARD HOUSEHOLD BUDGET'S

in income have been removed, and the pattern remaining supports the belief 3
Housing Share WL

that housing expenditures are indeed related to average or "normal® income Budget Level of }h
of Household Total Budget Housing Budget Total Budget |

and on that basis, are proporticnal for all income classes. (dollars) (dollars) (beecent) M
€ i |

Lower Budget k

A similar pattern of proportiomality is reflected in figures isclating pthet ﬁ

erly:
property taxes as a share of housing costs and as a shars of total budgsts l9§7 $ 2,671 $ 939 35.2

1973 3,763 1,276 33.9 1

(Table III-D-U). Property taxes for the slderly reprasent approximately one- :
. ‘ Non-Elderly: |

third to one-half of all housing costs, and are the single largest housing 1967 5,915 1,303 22.0

1973 8,181 1,627 19.9 1

cost, aside from utilities. Property taxes represent from sight percent to }W
, : |

nine pasrcent of their total budget. Moderate Budget &]
||

Elderly: 1

In sum, the slderly bear the burden of the property tax, regardless of ig?; g:gg; 1,330 34.5 ”f

s 1,839 36.1 "
whether it is assumed to be progressive or regressive. In the former case, Non-Elderly: wI
0
they bear the burden primarily due to high rates of homeownership among the igg; lg’g;g ;,ggg 19.3 |
; : 23.0 '

elderly; in the latter case, they bear the burden as consumers of housing ’
" m
with low annual income. Higher Budges !
i
| Elde;‘sl,g; 6,039 2,066 34.2 }‘J |
Although each point of view atove haz policy significance, the argument 1973 8,043 2,873 35,7 wh
M
was prassented that in any case, tax liabilities present hardship to the Non-Elderly: “‘
7 f‘
elderly based on diminished incomes. Because of low current incomes, the ;ggé ig’gg? 2’§gg 25.6 )
s » 240 |l
M

aged spend a larger fraction of their incomes for housing and property

-i taxes than do the non-aged at similar standards-cf-living (Table III-D-3), but

not necessarily more than the non-aged at similar income levels (Table III-D-2

Source: Bureau of Labor Stetistics, Three gg%gets for a Retired Couple in
Urban Areas of the United States, 1967- » and Supplement, 1973;

1%7, and Supplement, 1973.

|
il 5 3 ‘ Three Standards of Living for an Urban Family of Four Persons, I
I




TABLE IIT-D-L PROPERTY TAXES IN THE ELDERLY BUDGET

(Homeowners )

Property Taxes Property Taxes

As a Share of As a Share of

Structure-Related Total

Budget Level Housing Costs Budget Costs

Lower 36.8% 9.2%
Moderate 42.7% 8.7%
Higher 45.9% 8.2%

Source: Bureau of Labor Statistics, Three gggggta for a Retired Couple in
: Urban Areas of the United States, 1067-68.
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5. Current Forms of Property Tax Relief: Description and Evaluation
General Feature of Typical Property Tax Relief Programs

At present, 48 States and the District of Columbia operate, or permit
localities to operate, a total of 83 different property tax relief programs.

"Circuit-breakers" have been rising in popularity and represented a
total expenditure of nearly half a billion dollars in benefits to 3.5
million beneficiaries in 1974. The avérage payment was $143. Homestead
exemption programs, which pre-date the circuit breakepr approach, disburse
substantially greater sums of property tax relief benefits to more
recipients: over a billion dollars in benefits were distributed to six
million recipients with an average benefit of $173. Though not as widely
used, tax deferral and tax fréeze mechanisms are also in operation. A
description of the major forms follows:

Circuit Breakers

According to the ACIR, "Property tax circuit-breakers are tax relief
programs designed to protect family income from property tax "overload"
the same way that an electrical circuit-breaker protects the family home
from current overload." Benefits are paid in the form of a credit against
State income tax liability or in the form of a direct rebate. |

The coverage may vapys::. . Lisw

0 "Basic" circuit-breakers are limited to elderly homeowners,

typically age 65 and over.
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o "Expanded" circuit-breakers include elderly renters along
with homeowners. A proportion of rent-typically 15 to 25
percent is assumed to be the property tax equivalent.

o "General" circuit breakers include the aged and non-aged,
homeowners and renters.

The benefits may vary depending upon the formula approach used:

o The threshold approach provides relief only to households
whose property tax liability exceeds some set percentage
of household income. Frequently, the threshold percentage
rises as income rises; either a different fixed percentage
applies to different income classes, or the increases may
be graduated so that successively higher percentages apply
to increments in income (similar to the Federal income tax).

o The sliding scale approach provides relief on the basis of
a fixed percentage of property tax (whether high or low) for
each eligible household within a given income class: the

rebate percentage usually declines as income rises.

Benefit levels are also sensitive to the relief limits set and/or the
maximum income specified for eligibility as well as the level of taxes in

a jurisdiction and home values and assessment practices.

- P

Homestead Exemption Programs

Homestead exemptions operate through a fixed percentage reduction in
the assessed value or the actual tax bill. Reﬁters, since they receive
no property tax bills, are not included in the program. Although income
may be used as a relief eligibility criterion under this program, it is
not used as a factor in determining the amount of relief to be provided.
T}pically income eligibility limits are set at or below a specified
maximum income level, or tax as a percentage of income defines eligibility
limits.

JTax Freezes

These programs, which are directed at the elderly, hold tax rates at
a set level, - usually the level that was applicable at age 65. The
participant is excused from the liability of tax increases which may occur;
lowering of tax liabilities is not disallowed.

Tax Deferral Programs

The deferral program operates in a manner similar to a loan program.
Those who are eligible may .defer all o} part of their property taxes in
exchange for a property lien. When the property title is transferred to
a buyer or an heir, the loan-consisting of cumulative deferred taxes

(plus interest in some States), must be repaid to the taxing jurisdiction.

Evaluation of Existing Programs
Property Tax Relief Programs as a Form of Income Maintenance

States differ in tax structure, tax rates and intra-State income

distributions and due to the proliferation of programs, the different mix

of programs among States, the different eligibility criteria, benefit levels,
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formulas, and participation rates, - state-by-state comparisons or general-
izations about the effectiveness of the total program is difficult if not
impossible. 1/ Then, too, there has been a very brief exﬁerience with this
public policy initiative. However, if the major relief programs - circuit-
breakers and homestead exemptions - are viewed by analogy as percent-of-rent
housing allowances and income maintenance programs to lower income groups,
it can be shown that they function quite imperfectly.

The analogy to housing allowances and income maintenance programs
are justified for several reasons:

1. The pattern of benefits generated by relief programs is
inconsistent with existing theories of property tax burdens -
regardless of which point of view one holds.

If the tax is regressive, the anaiysis holds that the burden is borne
by renters, owner occupants and other consumers of goods and services which
are produced with taxed nonresidential property. Relief should then be
granted to all owners and renters in their roles as both consumers of
housing services and other taxed goods and services. States are far from
consistent on this matter; seven states out of a total of 25 states exclude
renters, all homestead exemptions exclude renters, the non-aged are included
in fewer programs than the agéd,_and sevefa} States have made eligibility
provisions for the disabled. This is far, from consistent with the point of

view that claims owners and renters - regardléss of age or other physical

characteristics - bear the burden of the tax.

1l/ For a comprehensive discussion of state-by-state programs and a
comprehensive evaluation, see ABT Associates, Property Tax Relief

Programs for the Elderly.
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If the tax is progressive, then the burden falls on owners of all types

of property roughly in proportion to wealth holdings. Renters per se are
not included and the burden has no relationshilp to current property tax
liabilities as a determinant of eligibility or benefit levels.

2. The use of tax liabilities in relation to current income is
incompatible with the generally accepted premise that housing
expenditure decisions and therefore tax liabilities relate to the
average level of past-income or expected income over periods of

longer than a year. Under this view, the property tax is at least
proportional, perhaps slightly progressive.

It has been argued that where one has been (past average income) or where

one is going (average expected income) matters little..." when faced with the
harsh reality of property taxes that consume a large percentage of the low-.
income family’s budget." 1/ The author of this sentiment goes on to say that
"... in a real sense, the regressivity issue is a red herring." It might
well be added that the progressivity issue is also a red herring.

The concern of most circuit breaker programs is with current tax liabilities
and current income. Obviously, it is difficult to measure anything else and
present economic circumstances do count. Even economists who engage in
calculations using "normal"™ income are careful to weight current income more
heavily than those of former years.

3. That the programs function as an income maintenance scheme is
implicitly embodied in the behavior of at least two States:
Connecticut and Wisconsin. Relief is granted to occupants of
subsidized or untaxed housing, - which are already receiving

preferential treatment through tax abatements, reductions, or
tax forgiveness. 2/

1/ ACIR, Property Tax Circuit-Breakers: Current Status and Policy Issues.
2/ ABT Associates, Property Tax Relief Programs for the Elderly.
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None of the discussion is meant to suggest that relief, because it is
so poorly focused in the light of theoretical insights, should not be granted
to affected groups. However, if property tax relief programs are in reality
a form of income maintenance 1/ then the appropriate question to ask concerns
how well they perform that function.
2. Evaluation Criteria
There are a number of ways by which program effectiveness may be judged:
1. Target Efficiency: Does the progfém target aid to those most
in need?
2. Qverall Efficiency: Does the program reach its objective at less
cost than alternative programs?
3. Horizontal Equity: Are people in similar circumstances treated
similarly?
4, Vertical Equity: Are people in greater need given greater benefits?
5. Adequacy: Are the benefits sufficient to provide an adequate

level of relief?

6. Administrative Simplicity: Is the operation of the program -
determination of eligibility, level of benefits and manner of

payment simple? Does it avoid difficult judgements or costly

procedures?

1/ It is recognized that other motivations exist, among which attaining
- support for local school finance may be prominent. Although not
R necessarily a subsidiary issue, it is not totally consistent with either
3 h the current forms of state and local property tax relief, or the major
4 concerns of this study.
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No program may be expected to achieve all objectives equally well:
trade-offs, for instance, between administrative simplicity and equity,
adequate levels of relief and program costs, or program efficiency and
political feasibility are the rule rather than the exception. It is

within the purview of the decision-maker to determine exactly what these

trade-offs will be.

3. Who gets the Benefits?

The distribution of benefits and the amount of benefits depends upon
a mixture of the following factors:

0 Age

o Tenure (Homeowner or Renter)

0 Income Limits

0 Income Definition

o Net Worth

0 Deductibles or Coinsurance

o Benefit Formulas

o Maximum Benefits '

0 Household Unit definition

o Total program monies available

© Length of Residence in Jurisdiction
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One result of the program mechanism is that it is possible to target M
most aid to lower income groups - but in all programs, within each income I'
class, participants with the greater net worth receive greater benefits. é ; "
An example will illustrate the point. Sﬁppose households are exempted from

property tax liability in excess of the following fractions in income: 1/ _
|

Income Property tax in excess of o En l
|
$3,000 or less 3 percent g § 3 ,
& (
$3,001 to $7,000 4 percent E . g. SR AL ta‘ ‘ir‘
e 5| 8RS8 R 2
$7,001 to $10,000 5 percent E 3 ’
[

5 . |
$10,001 to $15,000 6 percent - FTPCY ST, @ |
& 3 flEarcd o 2 |
The ceiling is set at $15,000 in this case; maximum benefits are $500, § ¥ § E‘ “"
[
: g & d 0 ‘
and there is no net worth test. The distribution of benefits resembles S g 3 g
B 3lElnons. gl 3 . |
S 2 I
those of Table III-D-5: The results violate the most commonly held notions E 32 . % g E "
N |
of equity and efficiency; households with greater net worth receive greater ﬂ § ol N §EE‘ ‘3
% 4| e NoO®© o s E % o H

N e .
benefits within each income class. This not only violates the ability-to- 2 ¢ ceg ‘glg H\
- o} © I
2 i : |
pay principle, but may also be unnecessarily costly. Homestead exemptions i‘: _-§§ caNNg @ %é% a-—i ”
u 53] <23 & 583 =] |
are subject to this criticism even more obviously than circuit-breakers. : §vT o Ul el 3 g ;f -§§ iu
uEd = ‘
Although most State plans are less generous than the example presented, % 8§ § Bt %:; 8§
210 322222 Hlais »la |
those that restrict aid to the elderly will exhibit this pattern even more gg é eg’? ",’ ‘9. 5, g -“'8'55 éﬁ ‘
E &Eog o E 2 § o |
= BEELY - ‘
clearly than those States which do not. The elderly have greater net worth 53] -3 § @ :‘%é §§3 gg |
£ ] - 8 -~ |
Y Y] R Y A &5 &4 |
at each income level than the non-elderly. ég i g § ““
- Em |
n o8 I
o & 6 |
1 \
H o |
1/ These are the figures from the Muskie-Percy bill (S.1255) which was , & 1

=8 intended to support state tax relief efforts. It is used as a hypothet! Eﬂ
: i example which is not untypical of state programs. S
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In the case of circuit-breakers, similar difficulties arise in the
treatment of homeowners and renters. If renters are not included - and
many States do not include them - then, equity is again violated. Since
an owned home is a part of net worth (and the largest part for most lower
income families) which renters do not have, equity considerations would
argue that renters and not owners should receive preferential treatment.
Where both are included, the same line of reasoning would suggest that
renters receive higher benefits since they may have higher housing costs.
Homeowners are likely to have accumulated principal on their mortgages,
to pay less since costs were determined at earlier less inflationary
periods, or to have paid off their mortgages completely.

All this would suggest that an asset test is in order, but this
presents other difficulties. First, what assets should be considered?
If the home is included as an asset, such a test is inconsistent with
maintenance of homeownership.

All assets are difficult to value and present enormous verification
problems and add to administrative complexity and costs. Residential
property assessment is particularly subject to error; practices differ,
difficult judgements are involved, and sloppiness is not unknown.
Additionally, regardless of how assets are computed, an asset test may
still violate horizontal equity. A minor difference in assets may
determine one household eligible and completely exclude another household
that is in approximately similar.eircumstances. Many states have opted

to forego asset tests altogether or use partial tests such as allowing
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credits up to a fixed amount of home value, no matter what proportion
of the home value the amount represents. Nevertheless, the difficulty
in determining what the "fair share" for the renter should be is
unresolved; states that include renters resort to rough rules-of-thumb.

Other important questions remain: what income, how much income and
whose income should be considered in determining eligibility?

Generally, comprehensive definitions of income are more difficult

and costly to obtain and validate than simple ones such as "taxable income."

Most states do attempt to include most types of income which are important
in determining ability-to-pay, but differences remain. Some differences
are probably related to the states program size and hence the costs and
benefits to the state of using more refined definitions and more costly
verification procedures.

Income ceilings are not an essential element of circuit-breakers
since maximum credits or rebates may serve the purpose of restricting aid.
Income ceilings may serve to limit aid to low income families, but in so
doing may exclude some equally overburdened families in higher tax
districts within a state. Equity would call for different income ceilings
within a state related to the differences in the tax rates among juris-
dictions. Again, administrative cost and complexity weigh against equity

considerations.
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In asking whose income shall be included, most States have a simple ‘ 6. Effects of Federal Intervention
answer. The household unit is usually defined as claimant and spouse. ‘ From the taxpayer’s viewpoint, the residential property tax has been |
Both the costs that result from larger family size and the benefits that 1 a particularly unpopular item in the menu of taxes ever since its inception. |
result from income of additional family members are often neglected. Thus, A shift away from the property tax occurred during the depression of the 1930°s; y
distortions of vertical and horizontal equity may occur. The alternative ‘ the shift away from property taxation has been visible during the past decade. 1

is more administrative difficulties and higher administrative costs. This tendency is reinforced by the growth of State and loecal property tax I

[ |
In general, programs are less costly if aid is restricted to the elderly. relief programs. Federal programs or Federal participation in State and h

i
The arguments in favor of preferential assistance to the elderly are based local programs may reverse this trend. N
both on diminished incomes and psycho-social bases suggesting that their f First, Federal intervention whether phrased in terms of relief to !$

|
lifestyle should to as great an extent as possible remain unchanged. Some | individuals through credits and rebates via the Federal income tax system |
would suggest that many elderly are better off than non-aged families at : or direct subsidy of State property tax relief costs - act as a form of ”
the same income level since the younger age groups have larger families ; revenue sharing. From the Federal stance, the distributional effects across w
and greater family responsibilities and costs associated with working, while ; States are important. \

‘ |
older age groups rely more heavily on tax-exempt sources of income and A uniform Federal program for relief from property tax liabilities y
\

benefit additionally from double exemptions on the Federal individual income across all States will reward States differentially (or the residents of each

A \
tax. On equity grounds, both elderly and non-elderly should be included. : State) in several ways: ‘

1. States (or state residents) will be rewarded relative to the degree
In s ar 1) fine-=tuni f ¥ 1t in trade-offs bet n
A o ) - pn gt i i £E T, st il to which States rely on property tax collections relative to other

horizontal and vertical equity, program efficiency and introduce complex , sources of revenue;
f 2. According to the size of State s residential property tax base

\
and unwieldy administrative problems; (2) refinement of program elements
v & andlh Vo . g » relative to non-residential property tax base;

cannot be accomplished on a uniform basis, either across Stateé or within , |
. ! 1 3. In part according to the average value of residential structures

|
States; (3) the general tendency of the inclusion of "property tax liability" (wealth) of the State (or of individuals). |

in calculating benefits is to grant greater relief to those with higher net These are not mutually exclusive categories, nor are they a comprehensive
worth within any income category and (4) the average level of benefits f listing of all the distributional effects of Federal participation on a uniform 1
|
|

($143 for circuit breakers and $173 for homestead exemption programs) is basis across all States. The stated effects are sufficient, however, to make

unlikely to significantly upgrade any household “s standard of living. ' an important point: the distributional effect is not neutral.
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For example, Table III-D-§ illustrates the distributional pattern j
under the property tax relief cost-sharing bill introduced by Senators TABLE III-D-6 J
Muskie and Percy in 1973. The Northeast is overwhelmingly favored while

DISTRIBUTION OF CIRCUIT-BREAKER BENEFITS UNDER S. 1255 [
the South enjoys considerably less benefits than any other region in the (PROPGSED) BY CENSUS REGION (
nation. The South, has traditionally had less reliance on property taxes J

‘ I
a3 a source of revenue than other regions. This may be in part due to i

the observation that the South contains relatively larger proportion of I

the poverty population, and hence a relatively smaller tax base, and in “
J

structure to gain maximum Federal dollars. i 1

part due to its ordering of priorities. L/ f
& . Total benefits Percent of ‘otal Average benefit ‘
The 1likely result of uniform treatment under a federally sponsored STEN REBRON (miltions of dollars) benefits (dollars)

Northeast 917 44 164 JJ |
program 1s that states will be encouraged to place greater reliance on North Central 594 29 124 1

| South 140 7 58 |

property taxes relative to other forms of taxation, since some of the cost Woest 413 20 130
. I
will be shifted to the Federal level. This is particularly true for those National 2,064 100 129 [[

Source: Brookings MERGE file, updated to 1972 values, f
areas that currently have below-average reliance on the property tax. ”
This is inconsistent with reducing the impact of property taxes on lower “

. /‘

income households. ‘, W

1 il

Second, if proposed programs are costed out on the basis of existing W

tax structures, and states are provided with incentives to change that ; M
tax structure - cost estimates may be wide of the mark. A Federal program l; {
1 % |
could be far more costly than anticipated since states may change their tax Source: Henry Aaron, What do Circuit Breakers Laws Accomplish? '[ ‘,5

x - ~ & Il K

|
If aid is restricted to the elderly, similar tendencies will result; /
only the scale will change. However, equity requires that aid include all

lower income households. ' I

1/ As an aside, the pattern of benefits across States illustrates why

e property tax relief in current forms as a vehicle to correct inequities
N ir local school finance will behave perversely: it directs aid to

E | property rich areas.,

SRR
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The effect of uniform treatment among homeowners and among renters
would also distribute benefits differently between taxpayers in the same
region. Among homeowners, those in high tax regions would receive greater
benefits than those in low tax regions. For renters, the opposite occurs.
A uniform percentage of rent considered to be the renters share of taxes
will overstate the impact on renters in low tax areas and understate the
impact on renters in high tax areas. Thus two households within the
Same community and in similar economic cireumstances, =~ Oone a homeowner
and one 3 renter, will be treated differently.

Another objection may be raised in addition to the other conziderations
mentioned above. Proposals which operate through the Federal income tax
system for reasons of administrative simplicity, may overlook those house-
holds most in need. The Federal income tax population consists of
individuals with taxable income. It will not reach many households whose
income is too low to file a return or whose income source is tax exempt,
i.e., the poverty population and the aged.

For all of the above reasons, Federal intervention is not recommended
in ths form of property tax reiie? assistance, Adequate income maintenance

or housing allowances to all iower income households 1is a preferred

vehicle for Federal aid.
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APPENDIX

FEDERAL INCOME TAX TREATMENT OF THE ELDERLY#

| Generally, Federal income tax laws apply equally to al} taxpayers
regardless of age. However, there are Some income tax pProvisions which
are Specifically geared toward the elderly. Family members who Support
aged relatives are also provided Special tax treatment in Some cases.
In addition, there are Some provisions of general applicability which
may be of particular benefit to the elderly. A number of these types

of provisions are outlined below.

L Social Secug;tx and Rgglgogg Retizegegt Benefits

Soeial Security benefits received, monthly or in a lump sum, from
the Federal Government op from a State under the Federal Social security

program are not taxable. Railroad retirement benefits are also

excluded fprom taxation.

i Persgngl Exemgtiggs

*  Prepared by Ann Marley, Analyst in Taxation and Fisecal Poliey, Congressional

Research Service, Library of Congreas, August 1972, Updated to 1975.
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A taxpayer may claim a personal exemption for any dependent with
less than $750 of gross income and for whom he provided over half the
support. Frequently, this exemption arises in the case of a taxpayer
supporting an elderly parent. In applying the "$750 gross income
test," tax exempt income, such as social security and railroad
retirement benefits, is not included in gross income for tax purposes.
However, excludable income is counted in determining whether the
taxpayer has furnished over half of the dependent s support. A

taxpayer may not claim the age and blindness exemptions for a dependent.

3. Low Income Allowance

For individuals who do not itemize their personal deductions,
present law provides a percentage standard deduction of 16 percent of
adjusted gross income with a maximum allowable deduction of $2,300
for single persons and $2,600 for Joint returns, or a low income
allowance of $1,600 for single persons and $1,900 for joint returns,
whichever results in a larger deduction. The low income allowance
is designed so that used in conjunction with the personal exemption,
it will free persons below the estimated "poverty level®” from income
tax. This provision may be of special importance to elderly individuals

living on fixed retirement incomes.

=1 1R %

4. Pensions and Annuities
<===2100S and Annuitjes

What portion of the pension or annuity payments received each

to the cost of the pension or annuity and, if S0, whether the retiree’s
part of the cost will be recovered within three years from the date

he received the first payment. If a retiree did not contribute to the
cost of his pension, and it was fully paid by his employer, usually he

is taxed on the full amount he receives each year.

If a retiree contributed all or part of the cost of his pension
or annuity, only part of each periodic payment he receives will be
taxed, whether he obtained his pension from a commercial organization

or in connection with his employment .

If both the retiree and his employer contributed to the cost of
his employee pension or annuity, and the retiree will recover his
contribution within three years after the date he receives the first
payment, no part of the payments he receives is taxable until his
cost is recovered. After his cost has been recovered, all amounts
he receives are included in gross income. If the retiree will not
recover his cost within three years, generally the pension or annuity

Payments he receives each year are partially taxable and partially

nontaxable.
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5. Retirement Income Credit 1/

Present tax law provides the taxpayer 65 years of age or over
with a credit against income tax equal to 15 percent of the total
retirement income received from pensions, interest, rents, dividends
or other passive income. For purposes of computing the credit,
retirement income may not exceed $1,524. The maximum benefit for a

single person is $228.60.

To qdalify for the credit an individual must have received more
than $600 of earned income in each of any 10 calendar years before

the current year.

The income eligible for the credit is reduced by nontaxable
pensions, such as social security and railroad retirement benefits.
Eligible income is also reduced by 50 percent of earnings over $1,200
and 100 percent of earning over $1,700. This earnings limitation does
not apply to individuals 72 and over. For most married couples, the
limitation on retirement income eligible for application of the credit
is.$2,286, which is equal to one and one-half times the limitation
allowed a single person. However, in some cases where both spouses
can qualify for the credit, a credit limitation of up to twice that

of a single person is permitted.

1/ A more detailed discussion of tax provisions concerning pensions,
annuities and the retirement income credit are included in ;
Internal Revenue Service Publication 524, Retirement Income and

Retirement Income Credit.
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Individuals who are under 65, but who are retired under a public
retirement system, are allowed a similar credit on amounts up to
$1,528 of pensions and annuities received under a public retirement
system. They are not entitled to a credit for such income as dividends,
interest, or rents, however. If the individual is also under 62, the
retirement income limitation is reduced dellar for dollar for earnings

above $900.

[The current tax reform bill (1975) reported from the House Ways
and Means Committee includes important changes in the Retirement Income
Credit such as an increase in size of the credit and restructuring to
remove many complications in the existing provision. It was made a
tax credit available to all taxpayers age 65 or over regardless of

whether they have retirement income or earned income.

The maximum amount on which the credit is computed would be
increased to $2,500 for single persons age 65 or over an to #3,750

for married couples filing joint returns where both are 65 or over.




The maximum amounts for computing the credit would be reducsd T. Expenses for Care of Certain Dependents

by Sceial Security benefits and other exempt pension income. The A taxpayer who maintains a household may claim a deduction for

amount on which the credit is based would be phased out above income employment-related expenses incurred in obtaining care for a dependent

levels of $7,500 for single persons and above $10,000 for married \ who is physically or mentally disabled or for a disabled spouse.

couples. Above these income levels, the amount on which the credit Ai Employment-related expenses inelude expenses for household services

is computed would be reduced by $1 for each $2 of adjusted gross and expenses for the care of the disabled dependent or spouse which

income above the indicated levels. ] 1/ are incurred in order to permit the taxpayer to be gainfully emploved.

. —m——L-LI.—_——,L ‘

If an employer s accident and health plan provides fer the

payment of a disability pensfon when an employee becomes permanently The maximum deduction is $400 a month. The deduction is fully

disabled due to sickness or injury before he reaches retirement age, available both for an unmarried taxpayer and for masrried taxpayers

he will be able to exclude from gross income all or a part of the if their combined adjusted gross income is not above $35,000.

amounts he receives, under the rules for the sick pay exelusion, up (Married couples must file a joint return in order to be eligible for

to the time he reaches retirement age. After he reaches retirement the deduction.) For taxpayers with incomes above $35,000, the other-

: wi .
age, he may still be able to exclude payments he receives or he may se allowable deduction must be reduced 50 cents for each dollar of

be required to include them in gross income. The extent to which income above $33,000.

he excludes such amounts depends on how his pension was financed.

1/ The Senate Finance Committee gave as one reason for the allowance
of a deduction for household help in the case of an incapacitated

i : 1
B | 1/ Joint Committee on Internal.Rgvenue Taxation, Retirement Income . dependent (or spouse) its belief: M... that to the extent
E Credit, Child Care Deduction, Qualified Stock Options, and Sick
: , possible it is desirable to make provisions for the care of
B Pay Exclusion, Committee Print, September 22, 1975. Errors or ! incapacitated depéidents in the L .
. omissions in this insert are the responsibility of the study ; A i hzme 8 ?Seg R:ptom:3;atge:c22:ga:;sg1;ut183:7
: author, and are not to be attributed to Ms. Marley. i_ The Revenue Act of 1971). -4, ?

>
il N o

2/ A more detailed discussion of this provision is included in
Internal Revenue Service Publication 522, Adjustments to

j Income for Sick Pay.
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The employment-related expenses deduction in the case of a |
disabled dependent must be reduced by the amount which such an |
individual’s adjusted gross income and nontaxable disability payments
received during the year exceed $750. In the case of a disabled
spouse, the deduction must be reduced by the amount of disability
payments received by the spouse during the year. The expenses to
be offset are only those expenses sclely attributable to the
disability of the individuals and are not to include the household
service expenses which would be allowable in the absence of the

individuals for whom the disability dependent care deduction is taken.

8. Nursing Homes, Homes for the Aged

If an individual is in a nursing home or a home for the aged
because of his physical condition, and the availability of medical
care is a principal reason for his being there, the entire cost of
maintenance (inciuding meals and lodging) may be included in medical

expenses for purposes of the medical expense deduction.

9. Sale or Exchange of Residence

Present tax law permits a taxpayer tc elect to exclude from gross
income any gain from the sale or exchange of his residence, provided
(1) the taxpayer was at least 65 years of age before the date of the

sale or exchange, and (2) he owned and occupied the property as his

principal residence for a period totalling at least five years within
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the eight year period ending on the date of sale. Taxpayers meeting
these two requirements can elect to exclude their entire gain if the
adjusted sales price is $20,000 or less. If the adjusted sales price
is over $20,000, an election may be made to exclude part of the gain.
The adjusted sales price is the amount realized from the sale after
commissions and other selling expenses minus certain fixing-up
expenses. The taxpayer can avail himself of this provision only

once during his life.




Bashanddeied

DEPARTMENT OF
HEALTH, EDUCATION, AND WELFARE
WASHINGTON, D.C. 20201

OFFICIAL BUSINESS

POSTAGE AND FEES PAID
U.S. DEPARTMENT OF H.E.W.

HEW-391

‘gl




The
Interrelationships

of Benefit Programs
for the Elderly

Federal Council om {he Aging




FEDERAL COUNCIL ON THE AGING
WASHINGTON, D.C. 20201

B December 29, 1975

The President
The White House
Washington, D.C. 20025

Dear Mr. President:

On behalf of the Federal Council on the Aging, I am pleased
to submit a "Study of the Interrelationships of Benefit Pro-
grams for the Elderly."

This study was undertaken to fulfill the legislative mandate
of the 1973 Amendments to the Older Americans Act, Section
205 tg)

The Council shall undertake a study of the inter-
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I. PREFACE

The 1973 Amendments to the Older Americans Act direct the Federal

Council on the Aging to:

""Undertake a study of the interrelationships of
benefit programs for the elderly operated by Federal,
State, and local government agencies, Following the
completion of this study, but no later than eighteen
months after enactment of this Act, the President
shall submit to Congress recommendations for bringing
about greater uniformity of eligibility standards,
and for eliminating the mnegative impact that one
program's standards may have on another."

The 1975 amendments to the Older Americans Act extended the time by which

the President is to submit recommendations to January 1, 1976.

The Council contracted with the Urban Institute on June 25, 1975 to
carry out the study under contract #HEW-100-75-0120. The staff of the Human
Resources and Income Security Project of the Institute compiled the supporting

data for this activity which is contained in the three Appendices described

briefly as follows:

Appendix I - '"Handbook of Federal Programs Benefiting Older Americans'
presents each of 34 programs in a consistent framework
based primarily upon common program elements, such as
mode of financing, eligibility criteria, benefit formulae,
magnitude of program cost and number of beneficiaries.

Appendix II - '"Programs for Older Americans in Four States: A Case
Study of Federal, State, and Local Benefit Programs"
reports on visits to four States for the purpose of
identifying and describing benefit programs for the
elderly which would be illustrative, although not nec-
essarily statistically representative of State-level
activities nationwide.

Appendix III - '"The Combined Impact of Selected Benefit Programs on
Older Americans: A TRIM Analysis' focuses on the inter-
relationships among selected benefit programs for the
elderly and attempts to measure the level and extent of
these interrelationships. It contains the results of the
computer simulation model utilized for the analysis.
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The conclusions and recommendations herewith presented, while based upon
the findings of the Urban Institute study, reflect the formal unanimous action
of the Federal Council on the Aging taken at its meeting of December 3-5, 1975

in Washington, D.C.

The Secretary of the Department of Health, Education, and Welfare and
the Commissioner on Aging are ex-officio members of the Council, but they do
not participate in the development of recommendations by the Council because

of the fact that such recommendations are made, under the law, to them, to the

President, and to the Congress.

ITI. PHILOSOPHY AND SCOPE OF WORK

Over the past 15 years government expenditures on social welfare
programs have increased dramatically. Much of this growth has been due to
increased participation in and the expansion of coverage of the public
assistance programs enacted in the 1930s. Equally important, however, has
been growth resulting from the creation of new programs. While new programs
have most often been established in response to a real need, very little
concern has been shown for/the relationships among programs. Not only is
each individual program complex, but each program's specific provisions are
often unique, even though its goals might be similar to those of another
program. This has led to administrative complexity and expense, inequities
in the distribution of benefits and requirements for eligibility, and
confusion among the potential recipients. Indeed, in some cases there has
been great divergence between planned and actual impact. The situation has
been made even more complicated and confusing by the tangled mix of benefits,
which now include cash, food, housing, and medical care, as well as a long
list of services. Different kinds of benefits flow from different programs.

Clearly the present situation should be improved. However, no simple
solutions are available. One major difficulty is the lack of information
about the extent and, in some cases, the nature of the problem.

The objective of this study is to provide information and make
recommendations regarding the effects of the interrelationships of benefit
programs for the elderly. The elderly are a particularly significant group

to consider because they have special needs, a high incidence of poverty,




are the focus of several programs, and are particularly likely to participate
in more than one benefit program. Having surveyed Federal programs nation-
wide and State programs in four States, and after analyzing the interaction
of the major Federal programs affecting the elderly (via the Transfer Income
Model1 and other analysis), we have now developed a set of recommendations
which would mitigate or eliminate the most serious problem arising from

the complex of overlapping programs for Older Americans.

Our recommendations flow largely from the nationwide study since the
State studies were limited to four States. TRIM analysis has demonstrated
that in 1975 approximately 22 percent of older Americans will receive
assistance from at least one of the three income-conditioned programs - SSI,
Food Stamps and Medicaid. Of these beneficiaries, 49 percent are estimated
to participate in only one program, 34 percent in two programs and 17 percent
in all three programs. The most significant overlap is between SSI and
Medicaid with 41 percent of the recipient units receiving assistance from
both. The Food Stamp/Medicaid overlap affects 26 percent of the recipient
units while the Food Stamp/SSI overlap involves only 18 percent. Thus,
considerable overlap exists between programs. Over 50 percent of the
participants, nearly 3.5 million units, receive benefits from 2 or more
programs, and all of these units are likely at some time to be affected by
program interactions.

The purpose of this study is spelled out in the report of the House

Education and Labor Committee that accompanied the 1973 Amendments to the

Older Americans Act:

" . .the Council is to undertake a study of the interrelation-
ships of benefit programs for the elderly operat?d by Federal,
State and local government agencies. At least nine major pro-

grams, operated by five Federal departments and agencies,

lgee "The Combined Impact of Selected Benefit Programs of Oléer
Americans" for a description of the Transfer Income Model, Appendix 1.
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impinge directly on each other. These include social security
(OASDI), veterans benefits, old age assistance, medicare,
medicaid, low rent public housing, Federally assisted private
housing (Section 202, 236), food stamps, and manpower training.

At the present, problems occur when older people are
eligible for assistance from more than one of these programs.
For instance, when there is an increase in social security
benefits, an individual who receives both social security and
old age assistance may, unless corrective action is taken
each time there is an increase, receive no increase in total
income since his old age assistance benefit is reduced to
take account of his increase in social security. The study
called for in these amendments should provide the information
necessary to come up with a comprehensive solution to this
and to similar problems that occur in other areas."

We have, therefore, limited the scope of our work to the existing
framework of programs. 1In particular, we have not attempted to design

a new set of programs to provide income and services for the elderly.

The set of recommendations given here is far more modest.

We have made no effort to address the issue of what constitutes a

fair share of the national income for the elderly. Wherever possible, the
recommendations made in this report are intended to be neutral with respect
to this issue. In no case have we made a recommendation whose sole purpose
was to increase or decrease the fraction of national income going to the
aged population. Wherever accurate data were available either from outside
sources or from analysis performed by The Urban Institute, we have made
estimates of costs associated with our recommendations.

Our underlying philosophy has been to make recommendations which would
move our society towards a system in which all elderly individuals in similar
economic circumstances would be treated the same. Often the failure of the
existing set of programs to meet this standard is caused by the

interrelationships among the programs. It is in this area that most of

our recommendations are focused. However, if a program fails to meet this

standard even if another program is not involved, we have sometimes made

recommendations for change.




The issue of racial and other discrimination in administration of
benefit programs was beyond the scope of this study. This is not Lo say
that there is no racial discrimination in the provision of benefits to the

elderly.

Our recommendations fall into five broad areas. First, we consider
the implications of the ways in which some programs count income received
from other programs. Some programs reduce their benefit as benefits from
other programs increase. While the principle underlying this benefit
reduction is sound, it can lead to (1) the failure to pass through cost=-
of-living adjustments, and (2) high cumulative benefit reduction rates on
earnings and other non-transfer income. Tn some cases (the State supplements
to the Supplemental Security Income (SSI) program) this may have been
intentional. However, where the benefit reduction rules have led to inequity,
we have recommended changes in the rules.

Second, we consider the income tests used in the program for older
Americans with low incomes. Currently some of the tests (1) do not always
take into account changes in the cost of living, (2) vary substantially (even
in their definition of income) from program to program and (3) do not always
phase out benefits smoothly as income increases. In some programs the
standard income tests is waived entirely if a person is already receiving
benefits from another program. We recommend changes which would at least
partially remove inequities caused by the income tests currently used.

Third, we consider the asset tests used in most programs for older
Americans with low incomes. Currently the tests (1) do not phase out
benefits smoothly as assets increase, (2) treat homeowners and renters
differently, (3) may discriminate against the elderly versus the nonelderly

and (4) vary substantially (both in the treatment and definition of assets)

from program to program., We recommend study of changes which would at
least partially remove the inequities caused by the asset tests currently
used.

Fourth, we note that several programs have low rates of participation.
This leads to a situation where some persons are getting benefits, while
other similarly situated persons are not. We recommend study of changes
which should bring about increased participation and, thus, diminish the
degree of inequality.

Fifth, we consider administration and program evaluation. Currently,
the application process for the needs-tested programs is spread across
several agencies. We recommend consideration of consolidating this process.
In addition, we recommend that a study be undertaken to consider the larger

issue of what an ideal set of programs for the elderly should be.




III. RECOMMENDATIONS

A, Reduction in Benefits in One Program Resulting
from Increasing Benefits in Another

Introduction

Many of the programs which provide income for older Americans reduce
their level of support as the individual's income from other sources
increases. Usually benefits are reduced by less than a dollar for every
dollar of income from other sources. There are even cases where benefits
are reduced by more than one dollar when income from other sources rise by
one dollar. Benefits must be reduced as income rises if the program is to
be restricted to the low-income group. However, high rates of benefit

reduction discourage a person from helping himself.

Examples

Often, the benefit from one program depends upon the income received
from other programs, Examples include the following: (1) SSI reduces its
benefits by one dollar for every dollar of benefits received from other
cash benefit programs except the State supplemental SSI payments (and a
$20 per month exclusion). (2) The mandatory State portion of the SSI
program reduces its benefits by one dollar for every dollar of benefits
received from all other cash benefit programs (including the Federal SSI
program). (3) The Food Stamp program reduces the bonus value of the
stamps by approximately 30 cents for every dollar of benefits received
from cash benefit programs. (4) The Veterans' Pension program reduces
benefits by 36 cents to 96 cents for every dollar from unemployment

compensation benefits. This form of benefit reduction prevents recipients

from collecting full benefits simultaneously from a whole set of programs
;nd, thereby collecting more than a reasonable level of transfer payments--
given their income from other sources. (Of course, it also holds down the
cost of the programs by providing reduced benefits.) For a program such as
SST whose purpose, in part, is to fill gaps left by other programs, a

100 percent benefit reduction rate on income received from other programs
is entirely appropriate. However, such benefit reduction can have
undesirable side-effects if it is not designed carefully. Two of these
side-effects are the cancelling out of cost-of-living increases and high,

cumulative rates of taxation of earned income.
Cancelling Out Cost of Living Increases

During periods of price stability, the level of benefits received by
participants from all programs would remain the same--barring a change in
the laws or a change in individual circumstances. During periods of price
inflation, however, the total benefits of some recipients rise at the same
rate as the Consumer Price Index (CPI), while the total benefits of other

recipients do not increase at all. The latter happens to all persons who

receive benefits from two or more programs, one of which does not automatically

increase its benefit levels and, in addition, reduces its benefits by one
dollar for every dollar of benefits received from other programs which are
indexed to the CPI.

One important example of this situation is the relationship between

SSI State supplements, on the one hand, and the Federal SSI payments and




Social Security retirement benefits on the other.l The SSI State supplements

2 Furthermore, SSI

are not as a rule increased at the same rate as the CPI.
Federal payments and Social Security payments are considered to be éart of
countable income. The result is that as long as the individual is entitled
to a supplement, that supplement will be reduced by the amount his SSI
'Federal payment and Social Security income is increased (except for the few
States where the supplements themselves are indexed). 1In other words,

every additional dollar the Federal government gives to the recipient to
compensate him for the increase in the cost of living is taken away

by the State government.

Over time, if there is continuing inflation and States do not increase
their supplemental inennaxstandards;'the level, ofrsupplementai tpaymdhts will
decrease and ultimately stop altogether. A uniform national standard will
have been reached, but the elderly in the States which had been paying

supplements will be worse off than they were before the inflation. The

B ) an. | A e §
"lThere are two types of SSI State supplements--optional and mandatory.
Congress authorized the States to pay supplements which would be excluded
from countable income in calculating the Federal SSI benefit. This allowed
the States to supplement the Federal payments if they so desired. Later
Congress required States to pay all persons who had been receiving State
public assistance the difference between the benefit a recipient would be
getting currently if the State's public assistance program were still in
effect plus other income (the sum of the two being the State income standard)
and the Federal SSI payments plus other income (the sum of the two being

the Federal income standard). (This provision was intended to make sure
that no one's income was reduced as a result of the changeover to SSI.)

Many States have elected mot to provide optional: supplements. There are

& few States which have mandatory supplements but not optional‘ supplements.

27he mandatory supplements are increased only if the CPI declines,
since this is the only instance in which the Federal SSI payments would
decline. Some of the optional supplements may be increased if the actual
rent or other expense of a recipient goes up. Only three States increase
their optional supplements at the same rate as the CPI,

819 »

elderly in the States which paid no supplement will be just as well off as
before. In order to reduce the inequity of this situation, we make the fol-
lowing recommendation.

RECOMMENDATION 1: We recommend that mandatory SSI State supplements remain un-

changed when benefits from Federal social insurance and needs-tested programs

(including SST and Social Security) are increased due to increases in the cost

of living.

If mandatory SSI payments had not been reduced due to cost-of-living

adjustments in the Federal SSI program, the total cost of mandatory SSI

payments would be at mosct $150 millinn per vear oreater in 1975 than it is
without them. Over time annual costs of this change will rise as the amount of
inflation experienced since the program's inception rises. However, by the
year 2000 the annual cost of this change will have fallen to near zero since
the mandatory supplemental payments are made only to persons receiving payments

from the State-administered 0ld Age Assistance programs before SSI began.

High Cumulative Rates of Benefit Reduction

High cumulative rates of benefit reduction can occur when two programs
simultaneously reduce their benefits as a third source of income increases.
A further complication occurs if one of the two programs reduces its benefits
as benefits from the other program increase.

This occurs when a person is receiving Social Security and a Veteran's
Pension for a Non-service-connected Disability. 1In this case suppose there
is an elderly couple eligible for the minimum Social Security payment in 1975 of
$152.10 per month (two-thirds being his entitlement and one-third hers) who
are also eligible for a Veteran's Pension for a Non-service-connected

Disability. This example is shown in Table 1. Because the wife's Social
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TABLE 1

MONTHLY INCOME DETERMINATION FOR A
COUPLE RECEIVING SOCIAL SECURITY
AND A VETERANS' PENSION*

T

BENEFIT SCHEDULE

PENSIONS FOR VETERANS WITH NON-SERVICE-CONNECTED DISABILITIES

1 2 3 4 5 6
Countable Total
Social Income Veteran's Income Benefit
Security for Veteran's Benefit (from (Cols. 1 Reduction

Earnings Benefit** Benefits Benefit Schedule) +42 4 4) Rate

$0 $152,10 $ 86.19 $157.97 $310.07
407%

100 152,10 186.19 117..63 369.73
537
210 15210 296.19 59.29 421,39 4
105%

250 132.10 324.86 37.14 419.24
1147

270 122.10 339.19 20 537 416,48
T2

290 112,10 353,52 0 402,10
50%

310 102,10 367.86 0 412.10
50%

330 92.10 382.19 0 422,10
50%

474,20 20,00 482 .87 0 494,20
50%

514.20 0 514.20 0 514,20
0%

550.00 0 550.00 0] 550.:20
0%

558.20 0 558.20 0 558.20

Monthly countable income:

$0 to $41°67-oo--onooo.oootco-.

$41.68 to $58°33...o.l‘0000l'0

s e o

$58.34 to $150,00¢c0ccccs.s esscvces

$150°01 to $250'00'°.........°l..0.

$250001 to $291°67.ﬂ.. ..... ® e e %8000

$291.68 to $316.67cecececcccsccccns

$316.68 to $333.33ccccescoces

$333.34 to $350.00¢cc000ecacnas

$350.00.ﬂ.........°...'. .....

$350.01 and. aboVe:..ssssiceess

lpor veteran and spouse.

eo0e0co00

$172,

$172,

in

$168,

in

$135,

in
$87,
in
$62,
in
$44,
in
$30,
in
$14,

50,

1
Monthly .Benefit

less 247 of monthly income
excess of $41.67.

less 36% of monthly income
excess of $58.33.

less 48% of monthly income
excess of $150.00.

less 607 of monthly income
excess of $250.00.

less 727 of monthly income
excess of $291.67.

less 847 of monthly income
excess of $316.67.

less 967 of monthly income
excess of $333.33

*The figures in this example would be substantially changed if the couple were

also receiving income from a private pension.

*%*One~-third of this benefit belongs to the wife and is, therefore, not included
in countable income. In addition, 10 percent of the total benefit is not included

in countable income.
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Security benefit and 10 percent of the total Social Security benefit for the couple
As earnings continue to increase, the question of his retirement status

are not counted for purposes of calculating the veteran's benefit, only $86.19 per ¢
1 progressively takes on more relevance., Benefits continue to decline by a
month is considered part of countable income. This is $1,034 per year and
‘ larger amount, so that by the time earnings have reached $290 per month,
entitles them to a veteran's pension of $157.97 per month, which, when added
total income has dropped to $402.10 per month--$19 per month lower than
to their Social Security benefits, yields a total monthly income of $310.07.
If the husband decides to work and earns $100 per month, their Social when the husband was earning only 3210 per month. As earnings increase

f 2 . 3 .
Security benefit remains unchanged, but their countable income grows by $100 Fomy RETELEY 58 M ReLiltont iy Bhe henof{f FRduceialirarh TTLI2 parfent.

. - . . ' . .
to $186.19 per month, thus reducing their veteran's ek ton to-$117- 634y After becoming ineligible for veteran's benefits, the couple's benefit

benefit reduction rate of 40 percent. reduction rate drops to the 50 percent rate used by Social Security. Total

As earnings rise by another $110 (to $210) per month, the veteran's pension income rises back to $422.10 by the time earnings reach $330 per month.

This means that over the range of monthly earnings from about $210 u
drops by $58.34 to $59.29 as countable income increases to $296.19. This g » : "
to $290 per month, total income does not increase.

is a benefit reduction rate of 53 percent, Total income reaches $421.39

High benefit reduction rates discourage the elderly from working to
per month,

support themselves. Benefit reduction rates which exceed 100 percent
When earninss increace by another $40 (to $250), the question arises
actually punish persons who work to help themselves.
as to the husband's ''retirement" status. Social Security benefits for husband

RECOMMENDATION 2. We recommend that the President direct the Veterans

Administration to study the problem of the high benefit reduction rates caused

by simultaneous receipt of benefits from Pensions for Veterans with Non=-service=

and wife are reduced by $20 per month and the husband continues to receive

two~thirds of the Social Security benefit and the wife one-third., Since

the wife's benefit and 10 percent of the total benefit are not counted,
connected Disabilities and other Federal programs (particularly Social Security

only $74.86 of the Social Security benefit is included along with the $250
payments) because in our findings there appears to be an inequity.

earnings as countable income for the veterans program. Thus, countable income

is $324.86 per month, and the veteran's benefit is, therefore, reduced to An example of how these benefit reduction rates in excess of 100 percent

$37.14. Since the sum of the reduction in Social Security payments and could be eliminated is illustrated in Table 2. In this example we have

veteran's pension exceeds $40 per month, the benefit reduction rate is greater substituted SSI's basic cash guarantee and its treatment of earned and

than 100 percent, and total income has actually declined by about $2, unearned income for the schedule of benefits and the treatment of income
1f;;-veterans program treats private pension income and Social Security currently used by the Veteran's Pensions for Non-service-connected Disabilities.

benefits in the same way. Social Security, however, does not count private

pension income in calculating benefits. A 50 percent benefit reduction rate has been applied to earnings in excess
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TABLE 2 of $65 per month, and a 100 percent benefit reduction rate has been applied
i
HYPOHEIICAL INCOME DETERMINATION FOR A COUPLE RECEIVING SOCIAL to other income in excess of $20 per month. This change generally results
SECUXITY AND A VETERAN"S PENSION

(Assuming basic cash guarantee and treatment of earned in benefit reduction rates of 50 percent being applied as long as the veteran
and unearned income used by SSI)

is receiving payments from either of the two programs., Howvever, some beneficiaries

1 2 3 4 5 6 7 8 would have smaller total incomes under this hypotheticzl example 25 can be seen
Countab?.e gaS;-C g::;:lf.;rtls ﬁzﬁm Benefit ggi:%e;::m |
gzzi:ity égz(::znfgr Giiran- (Column &4 (Cols. Reduction Over Exist- from the last columm of Table 2.
g A 5 g ke e v e g Whatever changes are made, the benefit schedule should be modified in such ‘
v 0 A A g 18% Ao a way as to keep total costs of the program the same as they are now.
100 152.10 149.60 236.60 87.00 339.10 s - 30.63
210 152.10 204,60 236.60 32.00 394,10 % -11127.29
250 132,10 204.60 236.60 32,00 414,10 " - 5.14
270 122.10 204.60 236.60 32.00 424,10 e + 7.62
290 112.10 204.60 236.60 32.00 434,10 oy + 32.00
310 102,10 204,60 236.60 32.00 444,10 s + 32.00
330 92,10 204.60 236.60 32.00 454,10 W + 32.00
474.20 20.00 204.60 236.60 32.00 526.20 el + 32.00
514.20 0 214.60 236.60 22.00 536.20 el + 22.00
550,00 0 232,50 236,60 4.10 554,10 P +  4.10
558.20 0 236.60 236,60 0 558.20 0
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B. Income Tests

Adjusting for Changes in the Cost of Living

Many of the transfer programs for the elderly do not adjust their allowable

levels of income or their benefit levels for changes in the cost of living.
Since benefit levels usually depend upon the level of countable income (with
benefits eventually reaching zero when countable income reaches a certain
point), these two problems can be considered together.

1f benefits and allowable levels of income are fully adjusted for
changes in the cost of living, the real level of income being paid to
recipients remains constant regardless of what is happening in the rest of
the economy. However, if benefits and allowable levels of income are not
ad justed for changes in the cost of living, all recipients will experience
a decline in their real level of income during periods of inflation, and some
recipients will lose eligibility altogether.

In the Federal SST program benefits and allowable levels of income are
increased at the same rate as the overall increase in the cost of living,
but the amount of earned and unearned income which is not counted as part

of income for purposes of the income test remains at a fixed level regardless

of inflation. In addition, allowable levels of ascets remain at a fixed level.
Similarly, for Food Stamps, the face value of coupons awarded and the income
standards are increased at the same rate as the cost of food. However, the
wage and salary income exclusion is fixed at a maximum of $30 per month.

In addition, allowable levels of assets remain at a fixed level.

>l -

For Medicaid recipients eligible by wirtue of receiving SSI payments,
allowable levels of income are increased at the same rate as the cost of
living since SSI income standards are adjusted. For other Medicaid |
recipients, income standards are not generally adjusted. Since the program
pays the full cost of medical expenses to eligibles who have met the income

test, there is no need to adjust benefits for changes in the cost of living.

Pensions for Veterans with Non-service-connected Disabilities and
Pensions for Widows and Children of Veterans do not automatically increase

with the cost of living.

RECOMMENDATION 3. We racommend that the income standards, benefit schadules,

income disregards, allowable asset levels, and exclusions from assets of the

SSI, Food Stamps, Medicaid, Pensions for Veterans with Non-service=connected

Disabilities, and Pensions for Widows and Children of Veterans programs be

increased at the same rate as the cost of living.

Programs providing particular types of goods or services rather than money

should use the increase in the price of goods or services they provide
rather than the overall Consumer Price Index. According to the Transfer
Income Model, SSTI would cost about 2 percent more (an increase of about

$72 million) in 1976 if the amount of earned and unearned income which is
not counted by SSI for purposes of the income test had been increased at

the same rate as the cost of living since the program's inception. The cost
of Pensions for Veterans with Non-service-connected Disabilities and Pensions
for Widows and Children of Veterans programs would probably be less in 1975
if automatic adjustments for the cost of living were made. This is because
legislated changes in the benefit schedules have exceeded changes in the
cost of living.

The increased cost of Food Stamps resulting from the proposed change
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was not calculated, but we estimate the percentage increase to be about the
same as for SSI--namely about 2 percent in 1976.

Because of the diversity of Medicaid rules, we have been unable to
estimate the increased cost resulting from the recommendation. Since Medicaid
income standards are not generally increased at the same rate as the cost of
living currently, the percentage increase in costs would probably exceed
2 percent.

To adjust allowable levels of assets, ideally one would use a price
deflator particular to the type of asset being deflated. For example, the
$25,000 limit on owner-occupied housing in SSI would be increased by the same

percentage as a housing price index (preferably an index specific to the area

where the person lived although currently separate indexes do not exist

for all areas). However, in the interests of simplicity the Consumer

Price Index (CPI) would probably suffice. According to our analysis, if

the SSI homeowner exemption had been increased at the same rate as the
overall cost of living, total benefits paid out by the Federal SSI program
would have increased in 1975 by about 1.6 percent (approximately a

$58 million increase). Although we have not calculated the increase in costs
resulting from similar changes in the other benefit programs, the percentage

increase in costs should be roughly the same.

Uniformity in Definition of Income

Uniformity Across Programs

An additional problem with income tests of the low-income programs
is the lack of uniformity of the definition of countable income for

purposes of the income test. This lack of uniformity complicates the
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application process and, in addition, results in persons in similar
economic circumstances but receiving benefits from different programs
being treated differently.
Examples of the lack of uniformity are many. SSI excludes
from countable income $20 per month of Social Security benefits if they
are the sole alternative source of income, while Pensions for Veterans
with Non-service-connected Disabilities excludes 10 percent. SSI includes
50 percent of the earnings of both the recipient and spouse, while the
veterans program totally excludes the earnings of the spouse. This means, in this
example, that families with widely different incomes can receive the same benefit.,
SSI and Food Stamps each have about a dozen categories of income excluded
from their income tests. However, only in one case (infrequently earned
income up to $30 per quarter) are the exclusions the same. For Medicaid

the standards differ widely from one State to another.

.

The philosophical justification for ci:lusions ic that certain
‘expenditures of income (e.g., food, medical expenses, educational expenses)
are essential or highly desirable and should, therefore, not be included
as part of countable income. Since the programs were designed by different
Congressional committees at different times under different Administrations,
it is not surprising that the lists of exclusions are not identical or
defined in the same way.

However, the widely varying rules have created a very confusing and
complex situation from the standpoint of administration. While we recognize
that some heterogeneity among the programs may be necessary, we feel that
all of the programs should be viewed together and that adjustments in
definitions of countable income be made to achieve greater uniformity

wherever possible. One promising way to deal with this problem is to allow
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a "standard deduction' from income in lieu of a set of particular exclusions.
This approach is being recommended in currently pending legislation to alter

the Food Stamps Program.

RECOMMENDATION 4., In order to reduce complexity as well as improve equity,

we recommend that what is included in countable income and allowable exclusions

be made more uniform across the income-conditioned programs.

The cost implications of these changes would depend upon the exact
nature of the changes. However, there are many combinations of changes

which would involve no change in total costs.

Links in Eligibility Between Programs

Another problem with the income tests occurs because in certain cases with
Medicaid and Food Stamps the prosram's income ctandards are entirely isnored
in establishing eligibility. 1In most States receipt of SSI payments results

in automatic eligibility for Medicaid. 1In all States receipt of SSI payments

results in eligibility for Food Stamps if all members of the household are
eligible for SSI. This means that a person whose income is comprised of
earned income and Social Security benefits might fail to qualify for Medicaid
or Food Stamps, while a person with equal total income comprised of SSI and
earned incomeé would qualify for both programs.

If the link between Medicaid and SSI were broken, one consequence would
be a dramatic increase in lack of uniformity among the States of eligibility
criteria for Medicaid. This is because the States have a great deal of
leeway in establishing eligibility for Medicaid for persons who are not
receiving benefits from SSI or the Aid to Families with Dependent Children

(AFDC) program. The result would be a large decline in persons eligible

S O

for Medicaid. 1In order to prevent this from happening while, at the same
time, treating persons similarly who are in similar economic circumstances,
uniform national income standards could be established to determine
eligibility for Medicaid. However, the costs, changes in caseloads, and
distribution of benefits of taking this step are not known.

RECOMMENDATION 5, We, therefore, recommend that the Department of Healtl,

Education, and Welfare study the advisability of breaking the eligibility

link between SSI, on the one hand, and Food Stamps and Medicaid on the

other, the administrative complications of breaking these links; and - in

relation to such removal of links - the advisability of establishing uniform

national standards for determining eligibility for Medicaid.

If national standards are established, a provision should be included
that will permit'persons who currently qualify for Medicaid under the
current standards to continue to receive benefits even if they do not
qualify under the new national standards.

The cost of this change will depend upon the national standards

which are chosen and, therefore, should be estimated as part of the study.
Smoothing the Phase out of Benefits

In all means-tested programs there are income tests which result in all
benefits being cut off if income rises above some level. In some cases,
notably the Federal SSI program, benefits decline smoothly as income rises.
In other programs, including Medicaid, Foed Stamps, Pensions for Veterans
with Non-service-connected Disabilities, Pensions for Widows and Children
of Veterans, Low Rent Public Housing and the Rent Supplement Programs, a
benefit ranging from a few dollars up to hundreds of dollars per year can
be cut off if income increases by a small amount (in some cases even by

one dollar).
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Medicaid

In many States an elderly person's eligibility for Medicaid depends

upon whether he is eligible for SSI.1 If an elderly person's income

increases enough to make him ineligible for SSI, he also becomes ineligible

for Medicaid. 1In 1973 the average monthly Medicaid payment to persons age 65 and
over who received medical services was $154. This benefit can be wiped out by an
increase in monthly income of a few dollars if that increase makes the

recipient ineligible for SSI. 1In other States the medically needy are

eligible for Medicaid even if they are not eligible for SSI. However, the

income test for being found medically needy is often more stringent than the
income test for SSI (if the State pays substantial supplemental benefits).

Thus, if a person in one of these States loses eligibility for SSI, he may

be forced to spend all of his income in excess of the medically needy income
standard to meet his medical expenses before becoming eligible again for
Medicaid. This person could be forced to spend on medical expenses

all of his income between the SSI and the medically needy income standards
because of a slight increase in countable money income.

One possible way to eliminate this abrupt decrease would be to allow
elderly persons to establish eligibility for Medicaid by spending all income
in excess of the SSI income limit or the State medically needy standard
(whichever is greater) on medical _expenses.2 However, this proposal would
probably cause a substantial change in the cost of the Medicaid program by,
in effect, setting national standards for all elderly persons. The cost,
caseload, and distribution of benefits could all be estimated in the

study outlined earlier in Recommendation 5.

lAccording to TRIM analysis approxisately 1,600,000 elderly families
receive SSI payments and qualify for Medicaid as well.

2This assumes that the link between Medicaid eligibility and SSI
eligibility is retained. If not, a uniform national standard could be used
in lieu of the SSI standard. See Recommendation 5 (above). The Federal
eligibility standards for SSI are currently uniform nationwide. The standards
for Medicaid vary widely from State to State.
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Food Stamps

In the case of Food Stamps the benefits received at a level of income
just below the cut-off point is small enough that the loss in benefits as
income rises by one dollar total income is minimal. For example, when an
elderly (over 65) person's earnings rise from $376 to $377 per month, he
becomes ineligible for SSI. If his eligibility for Food Stamps depends

upon his being on SSI, he loses a Food Stamp benefit worth $10 per month.1

As the result of the $1 increase, his total income has actually dropped by

$9 per month. The abrupt cessation of benefits in the Food Stamps program as
income increases could be eliminated easily by changing the benefit

schedule slightly. The amount of money involved is so small, however, that
we do not recommend a change.

Pensions for Veterans with Non-service-connected

Disabilities and Pensions for Widows and
Children of Veterans

Pensions for Veterans with Non-service-connected Disabilities are
limited to veterans with $250 or less in countable monthly income. If
monthly income rises by a small amount (even one dollar), benefits fall
from $5 per month to zero. For veterans with one dependent benefits fall
from $14 per month to zero if income increases from $350 to $351. Pensions

for Widows and Children of Veterans are handled similarly.

The abrupt cessation of benefits in the Pensions for Veterans with
Non-service-connected Disabilities could be eliminated by gradually
reducing benefits as countable income approaches the maximum allowable
level. The amount of money involved is so small, however, that we do not

recommend a change.

lAccording to TRIM analysis approximately 80,000 elderly families
receive both SST and Food Stamp benefits.
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Low=Rent Public Housing and Rent
Supplement Programs

In the Low-Rent Public Housing program income ceilings are set by local
housing authorities. Thus, there exist in each local jurisdiction some
ceiling beyond which the tenant becomes ineligible for the program and (in
theory, at least) could be forced to leave the project. 1In practice this

ceiling may be flexible and allow for individual circumstances, but the

law itself provides no protection against a full loss of benefits to the
tenant whose increase in income makes him ineligible.

There is, in effect, up to a 25 percent benefit reduction rate applied
to income since tenants generally are obliged to pay only one-quarter of
their income for rent (in some cases less). At some point, this subsidy
ceases and the tenant pays the full rent charged by the authority, 1If the
housing unit is being rented at market value, then there is no subsidy at
this point and, therefore, a smooth reduction in benefits. If, however,
rents are set below market value, the tenant is receiving a subsidy even
though he is paying the full rental charge. This subsidy is then entirely
cut off if income eligibility is lost and tke tznant has to move.

The Rent Supplement Program generally uses the same income standard as
public housing. However, tenants do not have to move if they lose
eligibility. They merely pay the full market rent to their landlords.
However, since the minimum supplement is 10 percent of the full market rent,
there is an abrupt cessation of benefits when a tenant becomes ineligible.
For example, if a tenant were paying $90 per month of a $100 per month rent,

a one dollar increase in income which resulted in the tenant losing

—

- 255

eligibility could lead to a $10 per month loss of a subsidy. This probably
does not occur very often in practice but could easily be eliminated, if
this were deemed desirable, by eliminating the floor on the payment and

gradually decreasing the benefit as income rose.
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C. Asset Tests

How Programs Treét Assets and the Resulting Inequities

Several programs which help Older Americans, including SSI, Medicaid,

Food Stamps, Pensions for Veterans with Non-service-connected Disabilities, and

some housing programs, use asset tests as well as income tests in determining
eligibility for participation. The rationale for employing an asset test
is that persons with substantial wealth should not be helped even if their
measured income is low since assets can either be sold and used for support
or be converted into income-producing assets (if they are not already).

Asset tests as presently used cause four types of inequities. First,
a small increase in a person's assets (in theory even one dollar) can result
in loss of eligibility for a program yielding sizable benefits., TFor example,
an individual with $1,500 worth of stocks and bonds and no other assets
would be eligible for SST provided he met all the other tests, while an
individual with $1,501 worth of stocks and bonds and no other assets would
be ineligible even though his income might be the same or lower than
the first individual's income, Second, because there is usually an exemption
for owner-occupied housing, asset tests discrimin~te agrinst persons who rent
rather than own housing. Third, asset tests discriminate against the aging
vis a vis the non-aging since elderly persons of a given economic status are
more likely to have accumulated wealth than the'young and middle-aged and
are more dependent upon wealth income. Finally, definitions of countable
assets vary among the programs; leading to inconsistencies and complexities
among the programs.

An individual receiving SSI benefits may have no more than $1,500 in
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non-excluded assets. (A couple is allowed $2,250.) Excluded assets include
adhome worth up to $25,000, non-liquid income-producing property,
household goods and personal effects up to $1,500, an automobile worth less
than $1,200, and the cash surrender value of life insurance up to $1,500.,
If assets rise beyond the asset limit they must be disposed of and used for support,
and until that is done all benefits are lost. For example, a reassessment
of a house triggered by inflation could push a family over the $25,000
exclusion and force the family to sell the house. Selling the house and
using most of the proceeds to purchase a less expensive house or to pay
living expenses can re-establish eligibility as long as not over $1500 remain.
These are both wrenching and expensive procedures for an elderly person to
undertake. TFurthermore, the elderly in come areac may be unable to nell their
houses.

Even so the homeowner with no mortgage is treated better than the renter.
The homeowner with no mortgage lives rent-free and pays only taxes, insurance,
and maintenance.l (In many States property taxes are substantially reduced for
the elderly homeowner.) Yearly taxes, insurance, and maintenance expenses
usually amount to about 5 percent of the market value of a house. (For example, the
yearly taxes, insurance, and maintenance expenses on a $25,000 house would be approx-
imately $1,250 per year.) However, the annual rent for a house is usually about
10 percent of its market value., (For example, the yearly rent on a $25,000
house would be approximately $2,500 per year.) The homeowner, who pays no
rent but does pay taxes, insurance, and maintenance expenses, is getting
approximately a 5 percent implicit return on his house. (For example, the

owner of a $25,000 house would have to pay $2,500 per year in rent to live

1Homeowners with sizable mortgages are in effect paying rent in the form
of interest payments. In the following discussion, therefore, they resemble

renters rather than homeowners.
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in a comparable house which he did not own. 1In fact, he pays only $1,250
per year in taxes, insurance, and maintenance. He, therefore, is getting
$1,250 per year in implicit income from owning his own house.) Neither the

asset nor its return is considered in determining eligibility for SSI. 1If a

homeowner receiving SSTI benafits —ere no longer abln to maintain a $25,000
house due to illness, for example, and sold the house, he would then have
$25,000 in assets other than a house. Although his true economic condition

would be unchanged, he would become ineligible for SSI unless he spent most ‘

of those assets. Alternatively a renter with the same income but with
$25,000 of liquid assets would be ineligible for SSI. However, by purchasing
a $25,000 house, he could establish eligibility. Furthermore, a renter with
no assets can be getting exactly the same SSI payment as a homeowner with
$25,000 in assets if their countable incomes are the same. Since the
homeowner is getting rent-free housing (even after paying taxes, insurance,
and maintenance expenses) while the renter is spending income on housing,
this would seem inequitable.

The Medicaid program's treatment of assets is similar to that of SSI.
In fact, for those persons qualifying for Medicaid because of their eligibility
for SSI, the treatment is identical and the same inequities result. For those
persons attempting to qualify under the "medically needy" criteria, the rules

vary from State to State but usually include asset tests with sizable

exemptions. As long as there is a limit to total assets there will be an abrupt
cecsation of benefits as assets rise in value, and, as long as certain types
of assets are excluded, persons in similar economic circumstances will be
treated differently.
The elderly can qualify for Food Stamps by meeting either the SST or the

Food Stamp eligibility criteria. While the asset test for Food Stamps
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is less stringent than the asset test for SSI, both have a limit to total
assets and a set of excluded assets. Thus, the same objections apply in
this case as in the SSI case discussed above.

For Pensions for Veterans with Non~service-connected Disabilities,
there is an asset test which depends upon whether the veteran's assets are small
enodgh to be depleted during his remaining lifetime. If so, he is eligible.
Survivors are subject to the same test. A dwelling, lot, and personal affects are
excluded. Even though this case is less well-defined than SSI, the same
objections apply.

The Low-rent Public Housing program has no Federal asset test. However,
the Department of Housing and Urban Development encourages local housing

authorities to establish limits. Wherever HUD's recommendation is followed,

there will be an abrupt cessation of benefits as assets rise in value. In

the rent supplement program and the low-interest housing program there is a
similar problem since assets for the elderly are limited to $5,000 (with

no housing exclusion, obviously). However, since the asset limit is only

$2,000 for the nonelderly, framers of the legislation have taken into

account the argument that the elderly should be penalized less for asset-

holding than the rest of the population.
Reducing the Inequities of Asset Tests

In all of the above cases applying a cost-of-living adjustment to the
asset limitation would keep constant over time the relationship between

real asset levels and benefit levels. This was recommended as part of
Recommendation 3 (above).

While this recommendation would prevent persons from creeping across
asset limits with no change in real asset holdings, it would not address

the more fundamental problems caused by the absolute limit to assets and the
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exclusions, as well as the unfair treatment of the elderly vis a vis the

remainder of the population.

FCA ACTION 1. The Federal Council on the Aging will initiate a study of the

philosophicai and administrative rationale connected with the way in which

assets and asset income are considered in determining eligibility for benefit

programs and the various options available to reduce the inequities in the

existing asset tests.

In carrying out this study, the Federal Council on the Aging will draw

upon existing analysis and data and work closely with concerned Federal

departments and agencies.

Several important issues will have to be addressed by this study.
First, what is the best way to phase out benefits as asset holdings increase?
One alternative is to include in countable income some fraction of asset
holdings and eliminate the asset test. Another alternative is to allow
persons to exclude assets from the asset test by converting them into
irrevocable life annuities. Yet, a third alternative would be to have a benefit
schedule in which the level of benefits depended upon both countable income
and assets (with benefits decreasing as either income or assets increased),

In this study these and other 2lternatives should be studied as to their

effects ind feasibility of operation.

A second issue to be addressed should be the degree to which a
beneficiary should be required or encouraged to consume his assets during
his lifetime, rather than passing the assets on to his/her heirs. Almost
any asset test provides some incentive for the elderly person to consume
or give away part of his/her asset holdings. However, the tests can be
designed to provide little incentive, a large incentive, or even compel

consumption as a condition of receiving benefits.
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A third issue is whether the owner-occupied home should get special
treatment by the asset test. As was noted above, exclusions for owner-
occupied housing can discriminate against renters. However, rules which

encourage homeowners to sell their houses may impose hardships. The
difficulty is compounded by the problem of making a fair determination

of the market value of a house. 1In some areas assessed value may be only a
small fraction of market value, while in declining areas, assessed value
may exceed market value. ‘

Finally, as part of this study there should be a survey of a
representative sample of the aged population (including both program
recipients and non-recipients) which would gather detailed data on the value
of assets by type of asset and transfer income by type, as well as the
usual demographic and economic data. This survey would provide valuable
information on the likely impacts upon caseloads, costs, and the distribution
of benefits of changing the asset tests currently used by transfer programs
serving the elderly.,

Because there is a strong tendency for persons to under report asset
holdings when they are surveyed, an attempt should be made to estimate
the degree of under reporting and adjust the survey data for this problem.
One way in which this might be accomplished would be to examine audit
information collected in the course of checking to see the error rates in
calculating benefits for the various programs. (SSI has conducted a
sizeable investigation of the degree to which there are overpayments and
underpayments of benefits due to inaccurate information on application
forms. Accuracy was checked by auditing beneficiaries' checking and
savings accounts.)

Furthermore, the Office of the Assistant Secretary for Planning and
Evaluation within the Department of Health, Education, and Welfare is planning

to undertake an annual, comprehensive income survey. The Federal Council on
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the Aging supports their efforts and urges them to pay special attention

to the problem of assets. The Council will cooperate with this effort, in

particular in regard to the assets study which the Council plans to undertake.
The cost of implementing the recommendations resulting from this

recommended study will depend upon the particular recommendations made.

However, it will be possible to design the recommendations in such a way as

to leave costs unchanged.
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D. Participation of Eligibles

Programs for the elderly can be grouped under three broad categories: re-
tirement programs (including Social Security), other entitlement programs which
are categorical in nature (e.g. one must have low income, or be disabled, or be
a veteran to qualify), and programs which have closed-ended funding and thus must
ration their benefits to less than the number eligible. In the latter two groups
of programs, the issue of participation arises} Consider first the entitlement
programs which have categorical eligibility requirements. These include SSI,
Food Stamps, Pensions for Veterans with Non-Service Connected Disabilities,
Pensions for Widows and Children of Veterans, Medicare and Medicaid. All have
open-ended funding, and those who qualify are legally entitled to benefits. Yet
a large number of eligible older Americans do not receive benefits from some of
these programs. The two most outstanding cases are the SSI and Food Stamp programs.

When SSI was implemented in January 1974, DHEW estimated that about 3.8
million non-institutionalized units (families or single individuals) age 65 or
over would be eligible for Federal benefits. However, about half this number
actually received SSI benefits in the first six months of operation (January =-
June, 1974). Our analysis using the TRIM model suggests that there will be about

2
a 65 percent participation rate (ratio of recipients to eligibles) in 1975.

1There is a set of issues which might be broadly regarded as participation
issues involving retirement programs for older Americans,such as vested rights,
the relationships of contributions to benefits, and whether everyone who is entitled
to benefits actually receives them. However, the scope of this section will be
limited to the more common concept of participation, that being in the other types
of programs available to the elderly.

2This figure is not directly comparable to the former because it is for 1975.
Also, the CPS does not provide the value of owner-occupied homes, a critical factor
in the number eligible for SSI (persons with homes valued in excess of $25,000 are
ineligible for SSI payments). We therefore used the 1970 Census Public Use Sample,
which has information on the value of owner-occupied homes, to make adjustments
to the number of eligibles calculated from the CPS.
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The precise numbers are not as important as the fact that, by any estimate, a
large number of older low-income people who are eligible for SSI are not re-
ceiving benefits.

Estimates of participation in the Food Stamp Program by eligible households
have ranged from 30 to 60 percent, though there is evidence that some of the non-
participants are eligible for only short periods of time during any given year,
The Chilton Survey (commissioned by the Food and Nutrition Service of the Depart-
ment of Agriculture, at the request of the Subcommittee on Fiscal Policy, Joint
Economic Committee) indicates that participation by eligible households headed

. by a person over age 65 is even less than the national average}

With the exception of Medicare, where participation among eligibles is
quite high, there is little information on the participation rates in the other
entitlement programs.

For entitlement programs, we hold the view that all families or individuals
eligible for benefits from programs with open-ended funding should have the op-
portunity to receive those benefits, This does not mean that they actually receive
them; rather it means that eligible families should be aware of the fact that they
are--or might be--eligible for benefits, that they know how to apply for benefits
should they choose to receive them, and that applying should be relatively simple.
Nonparticipation by eligibles can only be for three reasons: (1) ignorance about
the program, (2) the benefits are less than the "cost" of getting them (psychic
costs from the stigma of the program or demeaning treatment, nonmonetary costs
such as long waiting lines and the time and inconvenience of filling out forms, and
monetary costs such as traveling to the agency), or (3) outright denial of benefits
through discriminatory practices, lack of personnel to process all applications,

or for whatever reason.

1

A possible reason for higher participation among the non-aged is that local
welfare offices also certify Food Stamp eligibility, thus AFDC recipients are
made aware of their potential eligibility for Food Stamps.

2 35

Information

There is a need to know not only how many eligibles do not participate in
these entitlement programs, but who they are and why they don't participate.
Such information would be useful to both the government for evaluating the
administration of programs and to the administrators themselves for determining
how to improve upon their present practices and procedures. One would like to
know how participation rates are related to:

1. Knowledge of Programs: Knowledge of a particular program, by age, level

of education, residence, etc. would reveal who is unaware of the program, and thus
to whom educational efforts should be directed, as well as the form that these
efforts should take (e.g., information dissemination to literate vs. illiterate

or rural vs., urban individuals would take a different form). This type of infor-
mation is also necessary to evaluate the cost of educational programs relative

to the increase in participation rates that might result, in order to assess the
desired amount of investment in increasing knowledge.

2, Attitudes Towards Programs: Given participation rates less than 100

percent, it is important to know if attitudes inhibit participation--and, if so,
who holds these attitudes (the uneducated or the educated, blacks or whites, rural
or urban, etc.). A knowledge of what these inhibitive attitudes are and an iden-
tification of who holds them is essential to determine (1) whether an informational

program should be undertaken to change them (e.g., whether they are based on er-

roneous information rather than moral positions), and (2) what information should
be disseminated (e.g., some may not participate in Medicaid because they believe

that, if the government pays the bill, it can also dictate what treatment

they must have or how long they must stay in the hospital; or low participation in

the Food Stamp program may be due to a reluctance of some poor families to enter

banks and stand in the "welfare line" to buy the stamps).
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3. Availability of the Program: There is inadequate knowledge about the imped-

iments to availability of specific programs to specific segments of the population

(e.g., those with no car living in a town with no welfare office, or the infirmed who

cannot leave their home). We are not aware of any comprehensive study of par-
ticipation rates in a spatial context, relating the geographic location of offices
to participation rates by residence, age, sex, level of income, and education,

The cost to the participant in terms of transportation and time has by and large
been ignored in studies of participation rates. A knowledge of impediments to
availability is necessary to determine the optimum administrative approaches for
each program--number of offices, their location, office hours, the need for home
vs, office contacts, etc.

With some modification the above discussion of participation in the entitlement
programs is also applicable to those programs with closed-ended funding. These
are programs which have limited funding and therefore have a limited number of
"units of service" (as under Title VII of the Older Americans Act, Title XX of
the Social Security Act, and under the various housing programs), Participation
in these cases is more of a privilege than a right, and there are usually more
eligible individuals or families who want to participate than there are service
units available. In those cases the agency must ration the available service
units, usually allowing participation on a first-come, first-served basis and
keeping a waiting list in chronological order of application and certification
of eligibility, or utilizing procedures to rank the applicants by priority needs
for service.

All of these types of Federal programs are State or locally administered, and
and in many cases there are insufficient data at the national level to know who
among the eligibles apply for the services and, among those that apply, who

receive benefits. 1In other words, we do not have sufficient data to construct
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profiles of those receiving services, those on waiting lists, and those who for
one reason or another do not apply at all. Lack of such information also limits
the ability to determine how many of these recipients participate in other pro-
grams, and therefore does not allow an assessment of ghe magnitude of the problems,

if any, of deleterious program interactions,

RECOMMENDATION 6. We recommend that the Administration on Aging conduct a

study to determine the magnitude and the distribution (by age, sex, education,

income, race, health status, size of community, urban versus rural, region)

of (a) eligibles, (b) participants, and (c) eligible nonparticipants for all

of the Federal income-conditioned benefit and service programs for the elderly:

and to determine the reasons for nonparticipation of those who are eligible.

This study should build upon the work which has already been done in this

area. However, it should pay particular attention to programs which have not

already been studied.
Outreach
As mentioned earlier, one of the outcomes of the above study would be in-
formation on the extent to which ignorance about the programs inhibits participa-
tion and on who among the eligibles lack knowledge. This, in turn, would give
some indication of the extent of outreach necessary, and to whom that outreach
should be directed, There is a third important element of outreach not addressed

by this study, however, and that is the effectiveness of various methods of out-

reach, It is not enough to know who lacks information if we do not know how to
reach them.
Of all the major income-conditioned programs, the SSI program has probably

had the most ambitious outreach effort. Several outreach projects have been
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launched, employing various methods and techniques.1 However, these

have not been conducted in a setting to allow an evaluation of the
effectiveness of alternative methods. Moreover, some methods may be highly
effective for some groups and relatively ineffective for others. For example,
some older people are illiterate, others are infirmed, others are mentally
incompetent, others have no television, others may not perceive themselves

as poor, others may find applying for a program to be degrading. 1In short,
an effective outreach program may contain a mix of methods, but to date there
have been insufficient evaluations of past and current outreach efforts to allow
the Social Security Administration to maximize the effectiveness of outreach
expenditures by making choices among methods and modes of outreach.

While outreach efforts have been less for other programs such as Food Stamps,
the relative effectiveness of various outreach methods has not been carefully
evaluated for these programs either. Even in the Veterans programs,'with their
large, informal outreach program carried out by the veterans service organizations,
there is no careful study of the most effective mix of outreach methods,

There is a need for a careful evaluation of a wide variety of outreach methéds.
Relative effectiveness can best be measured in a controlled experiment, and such
an experiment could explore the effectiveness of utilizing existing institutions
as well as alternative methods of outreach (e.g. radio, TV, mail, personal

contact by peers, personal contact by agency personnel).

RECOMMENDATION 7. We recommend that the Administration on Aging conduct a

series of controlled experiments to test the relative effectiveness of i

methods of outreach, by socio-economic-demographic subgroups of the population.

lThese include letters to Social Security recipients, the SSI Alert program
funded by the Administration on Aging, the Mass Saturation Projects in selected
areas of Alabama and Kansas, and MBR Leads, which used Social Security's Master
Beneficiary Records (MBR) of earnings and contributions to identify persons who
might be eligible for SSI benefits.

-

As with the preceding recommendation this study should build on existing
“ information wherever possible.

It is essential that the study address the issue of the effectiveness
of alternative methods of outreach for minority groups and for various age
cohorts of the elderly (e.g., different methods for persons who are 85 than
for persons who are 65).

Finally, the study should focus on attitudinal issues. No outreach
effort will work effectively un%ess the climate of the administering agency

is perceived by the elderly to be encouraging and sympathetic.
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E. Administration and Program Assessment

Central Determination of Eligibility and Benefits

Our study of programs for Older Americans has shown that an elderly

individual or family could conceivably receive benefits at the same time from

a social insurance program (0ld Age, Survivors, and Disability Insurance),
five separate income-conditioned Federal programs (Supplemental Security
Income, Medicaid, Food Stamps, Pensions for Veterans with Non-Service-
Connected Disabilities, and one of several housing programs)--not to mention
State-level income-conditioned programs and other State and Federal programs
for which eligibility is not conditioned on income, If benefits were only
received from the Federal social insurance and income-conditioned programs
mentioned above, an elderly person would have to deal with four or five
separate agencies,1 be certified for initial eligibility six separate times,
and report back to these four or five offices at various (and different)
times throughout the year to report income and assets for recalculation of
benefit levels. Finally, in determining benefits each of the programs has
different definitions of income and assets, different income and asset
disregards, and, in some cases, different accounting periods (the length
of time income is averaged for calculating benefits).

The practice of having separate agencies to administer each program and

the diversity of practices and procedures across agencies is confusing, if not

lsocial Security and SSI are administered by the same office, and, in
most States, Medicaid and Food Stamps are administered by one agency.

« 515

bewildering, to even the most sophisticated potential beneficiary-=-and it
is inefficient, imposing an unnecessary expense on taxpayers. Separate
administering agencies exist presumably because the programs are funded by
separate Federal agencies under different legislation. Furthermore, the
income-conditioned programs have a means test while the social insurance
retirement benefit is dependent on one's covered employment record. But
this need not necessarily lead to separate administration of determination
of eligibility.

There are several ways in which administrative functions could be combined.

One is to simply have one local office collect income, asset, and other personal

data from elderly applicants, and then send that information to each of the separate

offices for eligibility certification and determination of benefits. This would
at least relieve the elderly of having to report this same information to several
different offices, and would substantially reduce the time and cost on the part
of both applicants and government personnel. After the initial application, how-
ever, the applicant would have to continue to deal with four or five separate
offices to receive benefits and to periodically have the level of benefits ad-
justed as their economic or family situation change.

A greater degree of centralized administration could be achieved by also
having that one office be the sole contact with elderly persons receiving income-
conditioned benefits from Federal programs. This could be achieved in one of
two ways: (1) by having that one office send the relevant information about the
applicant to the other agencies, who would certify eligibility and level of bene-
fits, and return the decision to the intake office; or (2) by having the intake
office determine eligibility and level of benefits (including subsequent periodic
ad justment of benefits) and simply provide information to the other agencies re-

garding who is eligible and what benefits they should receive,
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The highest degree of centralization would be to have eligibility
determination and the dispensing of benefits be delegated to one office by the
various Federal agencies, in the manner in which Public Assistance offices
now administer the Food Stamp program. Even maintaining the same diversity
of eligibility rules, a single administering office for all Federal programs
for the elderly would allow the beneficiary to deal with only one office for
initial certification and recertification, would require the recipient to
give income and assets information only once for use in determining the
level of benefits from all six programs, and would greatly facilitate
outreach efforts. This would (1) save the taxpayer a great deal of money,

(2) save the potential beneficiary a large amount of time and expense, and
(3) dramatically increase participation rates among eligibles.

Moreover, the heterogeneity in definitions of income, assets, set
asides, exclusions, and accounting periods could be substantially reduced
(as recommended elsewhere in this paper), leading to further reductions
in administrative costs. Such simplification makes sense even with separate
administrative agencies; when this simplification of definitions is combined
with administration by a single agency it could substantially reduce
(perhaps by as much as 50 percent) the current administrative costs and reduce
by more than half the "cost" to the recipients. The administrative expenses
could be shared by the separate funding agencies (much like the Food Stamp
Program and AFDC now share administrative costs). Such centralization would
benefit both the "givers'" (taxpayers) and the 'receivers'" (aging beneficiaries).

There are, we realize, some outstanding issues, such as the degree of
centralization discussed above, whether the one proposed office should be an
existing one (e.g., Social Security) or a new creation, and which programs

could feasibly be administered by one office. For example, there are a large
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number of State-administered programs, partially or wholly Federally financed.
Within the time constraints of this study we could not give ample consideration
to the advantages and disadvantages of having the same office also administer
State-operated programs.

Neither do we want to open up the issue here of whether the administration
of income maintenance programs should be completely separated from public
social services. The Federalization of income maintenanée programs for the
aged, blind, and disabled, which was brought about by enactment of SSI,
is still too new for assessment of its impact on State- and local=-operated
social services based on Title XX of the Social Security Act.

Finally, there is an alternative approach to the centralization
outlined above. Local offices for each of the various programs could be
retained, but each local office would at least process applicants, and
perhaps also calculate benefits, and dispense benefits for all of the
programs. While this decentralized approach might cost more than the
centralized approach described above, it would have the benefit of being a
less intimidating operation than having all local program operations
concentrated in one very large local office. The study proposed below

should bear in mind this important human element.

Thus, while we endorse in principal the notion of some centralization of
local administration of a number of Federal programs, we recognize that the
issue must be given further study to arrive at the most efficacious
organizational structure.

RECOMMENDATION 8., We recommend that the Executive Branch should study the

desirability, feasibility, cost effectiveness, and convenience to the

elderly of having a simplified system at the local level to determine eligibility

and benefit levels for all Federally funded income-conditioned programs
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(including services) for those age 65 and older. The relationship to the'

administration of the social insurance programs should also be considered.

Whatever body is chosen to look at this problem should include State
representatives since there are many Federal programs which are influenced
by the State administration.

The study should look at a wide range of options for local organization,
should develop a set of administrative proposals, and should bear in mind
that enabling legislation may be required for many of the changes which
are recommended. While all programs should be included in the study, the
study may show that not all of the programs should be incorporated in the
new recommended local system,

While the FCA strongly endorses information and referral services,

they should not be considered a substitute for the simplified system

approach contained in recommendation 8.

Reassessment of Programs for the Elderly
A number of programs for older Americans are designed for, and available
to, those at all income levels. Some of these are recreational in nature,
others attempt to mitigate loneliness or insecurity, still others are designed
to convert the free time of retired people into productive uses, beneficial to

both the elderly and the community. Another set of programs are available only

to elderly individuals or families who are in economic need. Their purpose is
to provide in-kind benefits or services which the more financially secure can

afford to purchase and which society deems as necessities (food, medical care,
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h9using), or to provide cash to buy these and other necessary goods and services.

This latter set of programs--available only to those in economic need--are com-

monly called income-conditioned programs; the level of cash or in-kind benefits

are highest for those with the most need (lowest incomes), and are less for the less

needy (i.e., decline as income rises, with benefits diminishing to zero at modest

levels of income). All of these programs are intended to raise the economically

deprived to a standard of living which society deems as "minimally acceptable".
Some argue that there should be only one program for the elderly who

are in economic need, that being an income-conditioned cash program which

raises the income level of all older Americans to a minimally acceptable

standard. Others argue that such a simple approach is unsatisfactory because

(1) the elderly may not have sufficient knowledge to spend the money in a way

to maximize their own well-being (e.g. spend too little on food), or (2) they

may not spend the money in a way which those who are providing the money

(taxpayers) would like them to spend it (e.g. not enough on housing, resulting

in unsightly neighborhoods), or (3) that the needs of the elderly vary so

much due to health, initial housing facilities, etc., that one program cannot

adequately take account of their special needs, or (4) that it is inefficient

for the private market to provide their special needs 6n a pay-for-service bases.
For whatever reason, or combination of reasons, there are at least eleven

Federal and Federally-subsidized State benefit programs,1 plus a number of

social service and health programs designed to assist the low-income and
vulnerable elderly. There is some question as to whether the Federal monies
for all of these programs are best spent in such a variety of programs; whether

the same amount of Federal funds would be more effective if devoted to fewer

lThese include Medicaid, SSI, Food Stamps, four different hous ing
programs and four separate programs for veterans.
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programs, since most of the programs have the same basic objective, namely to
help those older Americans who have insufficient resources to help themselves.

As is pointed out in Appendix I and in the discussion and recommendations
in this report, the money income-conditioned programs for the elderly are

not well coordinated. They are conceived and funded by different Congressional

committees over time, and administered by different agencies with different

purposes in mind; and a consolidation of administration of existing programs,
while a decided improvement over the present situation, would not eliminate

the deleterious and redundant effects arising from the overlap and interactioms
of the many existing programs. While it is beyond the scope and the time
constraints imposed on the present study, our research into State and Federal
programs reveal that there is a need for another study whose purpose would be

to explore the rationale for the present set of programs for the elderly.
Building on the findings and recommendations of the present study, such a
proposed study could (1) explicitly define the needs of the low-income elderly
population, (2) outline a set of policies to meet these needs, and (3) recommend
a minimum set of programs which would fulfill the stated policy objectives.
Hopefully the proposed set of programs would (1) be internally consistent,

(2) provide equitable treatment among the low-income elderly population, and

(3) reduce the number of programs, and thereby reduce administrative costs to the
govermment and participation "costs'" to the recipients. These changes would lead to
a reallocation of funds among programs but would not affect the total level

of benefits going to the elderly. Consequently total costs should be lower.

FCA ACTION 2. Studies will be initiated by the Federal Council on Aging to

develop recommendations for a minimum and internally consistent set of income=-

conditioned benefits and services for the elderly to replace the current set of

overlapping, often-inconsistent set of State and Federal programs now in existence.
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ANNEX. DESCRIPTION OF PROGRAMS CONSIDERED

For many programs designed to aid the-elderly, the receipt of benefits
is a privilege rather than a right. All of the housing programs and the
various programs under the Older Americans Act fall in this '"privileged"
category. The reason is that they have closed-ended funding. For example,
the Rent Supplement program will pay the difference between the rental value
of the apartment and 25 percent of an individual's (family's) income if that
individual lives in an apartment building built with PL89-117 funds. But
there are not nearly enough such buildings to house all low-income older‘
people who apply for the program. So only a privileged few get any benefits
from this type of program.

In a second category of programs the individual (or family) is lawfully
entitled to benefits. There are two such types: (l) contributory retirement

programs (including Social Security) and (2) categorical programs with open-ended

funding. Of the latter, the six most relevant programs to Older Americans
are--Supplemental Security Income (SSI), Food Stamps, Medicare, Medicaid,
Pensions for Widows and Children of Veterans and Pensions for Veterans with
Non-Service-Connected Disabilities (under the latter program veterans are
defined to be disabled when they reach age 65).

In the analysis for this report we have paid particular attention to the
major programs with open-ended funding and with categorical eligibility re-
quirements (group (2) above)--and within this subset, to those for which bene-
fits are conditioned upon income and are thus targeted on the low-income elderly
population., Among the retirement programs, we have considered only Social
Security, since it is the only one for which benefits are earnings-conditioned.
Except for two housing programs, we have given little attention to those with
closed-ended funding because they interact minimally with other programs and
because, in some cases, data on the number of elderly participants is virtually

nonexistent.
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The eight programs given particular attention in our analysis are listed

and briefly described below. A more complete description of these and other

programs are contained in another report entitled '"Handbook of Federal Programs

Benefiting Older Americans."

The Supplemental Security Income Program

The Supplemental Security Income (SSI) Program, Title XVI of the Social
Security Act, was designed to provide a nationally uniform minimum cash assistance
program to the aged (persons over age 65), blind and disabled. The SSI program
replaced the State administered programs of 0ld Age Assistance, Aid to the Blind,
and Aid to the Permanently and Totally Disabled. The program consists of three
basic components: the basic Federal SSI program; State mandatory supplementation;
and State voluntary supplementation, The basic Federal SSI program provides
monthly benefits of $157.50 to a single eligible individual and $236.60 to an
eligible couple with no other income. The State mandatory supplementation 'holds
harmless'" individuals who were transferred from those programs replaced by SSI,
by requiring the States to totally compensate them for any decrease in income
which they may have suffered as a result of the change to the Federal SSI program.
In addition each State may choose at its own option to supplement these basic
payment levels by any amount they select through the Voluntary State supplemen-

tation component.

The 0ld Age, Survivors, and Disability Insurance Program

The 014 Age, Survivors, and Disability Insurance Program, commonly referred to

as Social Security, includes a retirement program, where retirement benefits
received are based on the contributions paid in. In addition, the program also

provides benefits to survivors of eligibles or to persons becoming disabled

after establishing eligibility. Approximately 90 percent of the employed
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labor force currently contributes to the OASDI program; contributions are
paid in at a 5.85 percentage rate for both the employer and the employee and at
a 7.9 percentage rate for self-employed persons on the first $15,300 of the

earner's income. The benefit is calculated as a percentage of the retired
worker's average monthly earnings that were subject to the Social Security
tax. The percentage is higher for low wage earners. Workers retiring at

age 62 to 64 and electing to start receiving benefits at that time receive

permanently reduced benefits. The minimum benefit payable in June 1975 to

a 65 year old individual was $101.40 per month and for a couple was $152.10
per month. The maximum benefit payable to an individual was $341.70 per
month. The benefit payment level is automatically adjusted for inflation

by a formula based upon changes in the Consumer Price Index.

Medicare

The Medicare program, Title XVIII of the Social Security Act, provides
medical insurance for those persons receiving or entitled to OASDI or railroad
retirement. Noneligible persons over 65 who met special requirements can purchase
coverage. Part A provides limited Hospital Insurance which covers inpatient
hospital care and post-hospital care after payment of.a deductible. Part B,
Supplementary Medical Insurance, is a voluntary program to cover certain
physician's services and other outpatient medical services after the payment
of a co-insurance. All recipients have to pay a premium for this coverage.
However, practically all who are eligible have enrolled. The Federal

government, out of general revenues, matches the total of the premiums paid.

Medicaid

The Medicaid program was enacted in 1965 as Title XIX of the Social Security
Act to enable each State, at its option, to furnish medical assistance to needy
families and aged, blind or disabled individuals, and to provide such services
as may be required by these persons to attain independence. Thirty-five states
provide coverage to SSI recipients and the remaining 16 states have chosen to

limit coverage to this group to those individuals who would have been eligible
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under the medical assistance standards in effect on January 1, 1972. These
individuals may qualify for assistance by spending on medical care that portion

of their income which is in excess of the 1972 medical standards. The benefits

of this program are medical care services for which full or partial payment
is made on behalf of eligible beneficiaries. The cash value of the basic
Medicaid benefit is determined by the reasonable cost of medical care, which

may be reduced by a deduction related to the recipient's income and resources.

The Food Stamp Program

The Food Stamp program was enacted by Public Law 88-525 in 1964 as a

means of providing low-income families with an opportunity to purchase nutritionally

adequate diets and as a means of expanding the market for domestically produced

food. The program was not available in every county until July 1, 1974. The

maximum allowable income standards, which vary by household size, were standardized

at this time. The Food Stamp benefit is a payment "in-kind" in that the "benefit"

is the dollar value difference between what the recipient must pay for the Food
Stamps, and the actual value of the stamps. The dollar amount of the stamps
which eligible households are permitted to buy are automatically adjusted semi-

annually according to changes in food prices.

Low Rent Public Housing

The Low Rent Public Housing program was enacted in 1937 to provide
decent, safe and sanitary low-rent housing for low-income families. The pro-
gram provides loans and grants to local housing authorities and covers the
difference between rents paid by tenants and rent payable to the owner (plus
the local housing authority's operating expenses). A tenant family must con-
sist of two or more related persons, or a single elderly (age 62 or over) dis-
abled, handicapped or displaced person, or the remaining member of a tenant

family. Families must be unable to afford acceptable housing as supplied by

= 51 -

private enterprise. Income limits are set by local housing authorities and
vary according to housing costs in the area. Tenants benefit from the low
rental charges made possible through Federal assistance to local housing

authorities,

Rent Supplements

The Rent Supplement Program was enacted in 1965 in order to make rental
housing available to lower-income families. Specified individuals or organiza-
tions are permitted to operate approved private housing projects, Eligible
tenants include: persons age 62 or over; handicapped or displaced persons;
occupants of substandard housing; or military personnel serving on active
duty or their spouses. The income limits are generally the same as those set
by the local housing authorities for public housing projects. The benefits to
the tenants take the form of the difference between the fair market rental
established for the rental unit and 25 percent of adjusted family income, with
the provision that the supplement must be between 10 and 70 percent of the

market rent,

Pensions For Veterans with Non=Service-Connected Disabilities

This program was established in 1933 (and was later revised in 1960) to
assist wartime veterans who have insufficient income and resources and are age
65 or over, or have non-service-connected disabilities. Both laws remain in
effect with the first covering veterans who were on the pension rolls prior to
July 1, 1960 and electing to remain covered under that law and the second cover-
ing veterans who became eligible on or after that date. In order to qualify for
eligibility, the veteran must: (1) have had 90 or more days of active wartime
duty or if the service period was shorter than 90 days, the early discharge

must have been due to a service-related disability; (2) be either permanently

and totally disabled or have attained the age of 65.
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Pensions For Widows and Children of Veterans

This program was enacted in 1933 and revised in 1960, It was designed
to provide a partial means of support for low-income widows and children of
veterans who died as a result of non-service related causes. As with the
Pension for Non-Service-Connected Disabilities program, two laws are cur-
rently in existence. Only those needy, not-presently-married widows with
low incomes who were receiving benefits prior to July 1, 1960 may continue
receiving benefits under the first law., The current law permits payments to
not-presently-married widow or child of a deceased veteran who (1) had 90
days or more of active wartime duty, or was discharged prior to 90 days
due to.a service-related death or (2) at the time of death was receiving

compensation or military retirement pay for a service-connected disability.
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INTRODUCTION

The Federal Council on Aging commissioned this handbook as part of

a research effort designed to investigate the combined impact of various

benefit programs on Older Americans, The first step in this research effort

was the identification and description of Federal and Federally-supported

benefit programs., While this handbook does not identify and describe all

programs from which an elderly person or family might conceivably receive
benefits, The Urban Institute and the Federal Council on Aging jointly
determined that the thirty-four programs included herein comprise the set
of benefit programs that are most relevant to the elderly population, Some
of these thirty-faur programs are designed to address the specific needs of
elderly Americans, while others are available to both elderly and non-
elderly alike with the premise that certain needs (e.g., adequate diets,
housing and medical care) are common to all persons,

It was determined that the most logical subdivision of programs

within the handbook would be according to functional form., These major

subdivisions are identified in the Table of Contents., Each of the thirty-

fqur programs are presented in a consistent framework based primarily upon
common program'elements, such as mode of financing, eligibility criterisa,

benefit formulas, magnitude of program cost and number of beneficiaries,

Keying program descriptions on these common elements facilitates not only
the description of each individual program but, more importamtly, the
identification of the interactions of these elements across programs,

These interactions, which are the central focus of the larger research

effort, are highlighted for each program, If there is any one finding

which the handbook illustrates, it is that interactions across programs
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iv

occur on a large scale, '
l. OLD AGE, SURVIVORS AND DISABILITY INSURANCE*

The information contained within these program descriptions was taken
A, Legislative Objective: To partially replace income from work

that is lost through retirement in old age.

from various Federal agency publications, Congressional documents, Public

Laws and the United States Code., Each program incudes a citation of the ! B, . Gomsrniok: Repulatdonatquetivie: DI ofi Soedul Seehrity Act of 1935
with subsequent amendments in 1939, 1946, 1950, 1951, 1954, 1956,

1960, 1965, 1967, 1969, 1971, 1972 and 1974,

source of information used in developing the program description, In

addition to these published documents, numerous persons within Federal | Cs gdministerin% ggeTcz: Eghe S:cial gesuiéty BRNEsSeEnciun of the
epartment of Health, Education and Welfare,

agencies provided valuable information and insight into the interpretation TN " bt R, 311k Shndiin ik d
. nancing: nanced by a payro ax pa a y the covere

employee and half by his employer (for non self-employed persons)
and a tax paid by self-employed persons on their earnings. The
tax on employees and employers for OASDI is 4,95 percent of total
wages; self-emloyed persons pay a tax equal to 7 percent of
self-employment income, Effective as of January 1, 1975, social
security taxes were levied on $14,100 of each earner’s income,
Effective on January 1, 1976 Social Security taxes will be levied’
on up to $15,300 of each earner’s income,

of complex program rules, and each program descrintion was reviewed by a
representative of the relevant program’s administration office.

The reader should note that there are a few inconsistencies in the form
in which program data are presented, due largely to a lack of available

data., Thus, while every effort has been made to present 1974 annual cost Eiaspheaatint ie AhSubs00 e M) 48 p
. opulation Coverage: ou percent o e employed labor force

are contributing to the OASDI program, Approximately 91 percent
of the Nation’s elderly 65 and over at the beginning of 1975 are
receiving monthly benefits or will receive benefits when they or
their spouses cease working. The ten percent of the employed labor .
force in non-covered employment is composed mainly of federal, state
and local government employees, railroad workers and foreign migrant

and caseload information, 1973 data is the most recent available for some
programs, Similarly, most cost figures represent total program costs, but

in some cases only total benefits are available, Where such inconsistencies

are unavoidable, a clear explanation of what the figures represent will be l workers.,
given, F. Types of Assistance: Direct cash payments,
The myriad benefits in existence today comprise a massive set of j G. Uses and Use Restrictions: Monthly cash benefits are paid to
eligible retired workers with no restrictions on the use of benefits i
complex and confusing program regulations and policy objectives, The ‘ byithadbaigatielaxys
author has attempted to transform these complex intertwined regulations v Beu (BISINSIEORUReqBIENEnEY: :
| will

f into a readable form without sacrificing accuracy or detail, 4 (1) (Categorical Eligibility Requirements .

“ . ‘ A worker must have attained the age of 62 and have contributed
for the required number of quarters of coverage to be fully

*Information for this program description was taken from U, S. Department
of Health, Education and Welfare, Social Security Administration, Social
Security Handbook, February 1974, U.S. G.P.0., Washington, D.C., 1974,
and U,S., House of Representatives, Committee on Ways and Means, The Social
Security Act as Amended Through January 4, 1975 and Related Laws, U.S.

GoPoOo, Washington, D.C., 1975.




(2)

insured. Fully insured status is computed according to the
following: One quarter of coverage for each year between 1950
(or the year of attainment of age 21, if later) and the year
of attainment of age 62 (age 63-65 for men born before 1913)
is required for fully insured status, A quarter of coverage
is a calendar quarter in which the individual receives non-
farm wages in covered employment of $50 or more, A farmworker
receives credit for cash pay if he is paid at least $150 per
year from one employer or if he works 20 or more days for cash
Pay on a time basis for one employer per year, Self-employed
persons are credited with four quarters of coverage in any
year in which they have a net profit of $400,

Persons eligible for retirement and disability insurance
include eligible workers and: a wife or dependent husband
age 62 or over; an unmarried child under 18; an unmarried
child age 18 to 22 who is a full-time student; unmarried
disabled children if disabled before age 22; and a wife of
any age caring for 'a child under 18 or a disabled child if

the child is entitled to benefits based on the worker’s
record,

Persons eligible for survivors insurance include a widow or
dependent widower age 60 or over; an unmarried child under age
18, an unmarried child age 18 to 22 if a full-time student,
and an unmarried child age 18 or over if the child has been
continuously disabled prior to age 22; a widow or widower
caring for either a disabled child or any child under age

18 who is entitled to benefits; a widow or dependent widower
age 50 to 60 who becomes disabled not later than 7 years after
the worker’s death, or whose entitlement based on having a
child in her care ended; and a dependent parent age 62 or over,

No limit on any income other than earnings from work,

(a) Treatment of Earned Income: An eligible person under age
72 may earn up to an annual exempt amount ($2,520 in 1975,
$2,760 in 1976) and still receive full benefit payment;
the exempt amount will be automatically adjusted from time
to time based on increases in the general earnings levels,
The first automatic increase occurred in 1975 when the g
annual exempt amount was increased from $2,400 to $2,520,
If a beneficiary earns more than the exempt amount, $1 in
benefits is withheld for each $2 of earnings above that
amount, The test also includes a provision under which a
beneficiary, regardless of his yearly earnings, receives
full benefits for any month in which he neither earns
wages in excess of $210 in 1975 ($230 in 1976) nor
renders substantial services in self-employment, .

(b) Treatment of Unearned Income: No reduction of benefits -
is made for unearned income, !

I,

(3)
(4)

Asset Test: None,,

Other Eligibility Conditions

(a) Work Requirements: After acquiring benefit status, there
are no requirements,

(b) Citizenship: None, however retirement benefits may not
be paid to an alien (non-citizen, non-national) for any
months over six months spent outside the United States,
There are a number of exceptions to this nonpayment
provision so that many aliens outside the United States
for more than six months continue to receive benefits,

(c) Institutional Status: Institutionalized persons are not
precluded from receiving benefits,

: der age 72 lose

Residence Requirement: Beneficiaries un

ot ail monthly benefits for any month in which they spend
more than seven days working in noncovered jobs outside

the United States,

Benefits: Benefits include cash payments and automatic eligibility
for hospital insurance (Medicare).

(1)

Determination of benefit amounts: 'The benefit is calcula;:dsas
a percentage of the retired worker’s average monthly earn Es
that were subject to the social security tax, The five y::on
with the lowest earnings are excluded so that the computa i
period which results in the highest benefit is the one us: ;e_
Persons who are entitled and elect to receive retir:men;it:
fits from age 62 to 64 receive permanently reduced bene ;
Those benefits are actuarially reduced by 5/9 of one pe;;en
for each month of entitlement before age 65 (Yith a maximum
reduction of 20 percent), Wife“s and husband’s insuranc; .
benefits are reduced by 25/36 of 1 percent for ?ach mo:;t oare
entitlement before age 65, Widow’s and widower’s beni. st
reduced by 19/40 of 1 percent for each month of entit q:enonth
between age 60 and 65, plus 43/240 of'l percent for'eag mfits
of entitlement before age 60, (Widow’s and widower’s )ene

are payable before age 60 only if based on disability,

insurance amount (PIA) is the figure from which
:gzhpgizzzits are derived, including monthly benefits f?;
the worker himself, his dependents and his survivors. heePIA
attached tables,) The only cash benefits not based on t g -y
are the fixed rate benefits payable to certain workeri un :hl
transitional insured status provision, and the speciah monthly
payment made to uninsured persons age 72 or over, (z ese il
special monthly payments are described in the fol}owp2§ gz ihe
outline,) Under the usual formula, an individual’s Kire
amount in column IV of the table that appears on the same




|

(2)

(3)
(4)

(5)

(6)

(7)

as his Average Monthly Earnings (AME) in column 11X .The
Primary Insurance Benefit (PIB) shown in column I of the table
is a computed amount which according to computation formulas
in the law prior to 1950 had approximately the same definition
as the PIA does now. This column is used only as a step in
computing the PIA in those instances where earnings before
1951 are taken into account,

Relationship of benefits to family size: Eligible dependents
are entitled to an amount equal to 50 percent of the retired
worker’s basic monthly benefit; the amount actually paid to
the dependent may be somewhat less due to the limitation on
the amount that can be paid to the family,

Relationship of benefit amount to place of residence: None,

Relationship of benefit amount to cost of living changes:
Beginning in June 1975 benefits were automatically increased
annually whenever the consumer price index increases by
three percent or more,

The cost of living adjustment is computed in the following
manner. The Secretary shall effective of the month of June,
increase the annual benefit amount of each individual entitled
to a benefit, and the primary insurance amount of any other
individual by the same percentage as the percentage by which
the CPI exceeds the index for the most recent prior calendar
quarter (A) ending on March 31, or (B) that was a cost-of-
living computation quarter,

Current Benefit Amounts: The minimum benefit payable upon
retirement in 1975 at age 65 is $93.80, Effective as of June
1975, this minimum was increased to $101,40, The maximum benefit
payable at retirement at age 65 in 1975 was $316.30 for men and
$333,70 for women, These maximums were increased effective as

of June 1975 to $341.70 for men and $360,40 for women, U,S,
Department of Health, Education and Welfare, Social Security
Administration, Social Securit Bulletin, July 1975, Vol, 38,

No. 7, Table 2, page 35, U.S. Government Printing Office,
Washington, D,C,)

Comparison to Poverty Level: Minimum benefits for a retired

worker with no other benefits amount to approximately 50
percent of the poverty level for a single adult,

Other Benefits/Related Programs: Aged beneficiaries are
entitled to hospital insurance (see description of Medicare),
See also Special Benefits for Persons Aged 72 and Over,

Je

K.

Cost and Caseload Information:

Total monthly cash benefit payments

in 1974 amounted to $58,194,100,000 to an average monthly 23,121,000

beneficiaries,

(These figures include payments made to persons under

the special benefit program for persons age 72 and over, sincee::b;f
lished cost and caseload amounts include thise.; 1g.§inDe§:;§T 43
ty Bulle ’ ’
h, Education and Welfare, Social Secur
3§;1t3§ No. 4, Table M-3, page 47; and U,S. Department ?§7§ealth,
Edu;ati;n and Welfare, Social Security Bulletin, August s

Vol, 38, No. 8, Table M-1, page 40.

Interactions with Other Programs

(1)

(2)

Program Eligibility: Receipt of social security benefits

automatically confers upon recipients eligibility for :edicare
benefits and entitlement to purchase insurance under the
Supplementary Medical Insurance program.

ings in excess of
ram Income: Social Security taxes earn
zizsallowable disregard at a 50 percent rate. Therefore, any
income derived from the Community Services gmgloyzeng P;:iram
the Soc
cess of the disregard ($2,760) is taxed by
;:cziity Program at a 50 percent rate, All unearned income

is untaxed,
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IABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXTmng FAMILY BENEFITS -
BEGINNING JUNE 1975 ' : _ _
% g 111 v 4
This Revised Table Was Made Pursuant to Section 215(i) (2) (D) . I I
of the Social Security Act, As Amended : $231.80
‘ 6 $154.50 .
I 1I III IV v $29.26 $29.68 $143.00 $i§§ $121 156.50 234,80
(Primary insurance (Primary insurance (Average (Primary (Maxinum 29.69 30.36 144,90 142 146 158.90 238.40
benefit under 1932 amount effective monthly insurance family 30.37 30.92 147.10 147 150 161.10 241.70
Act, as modified) for June 1974) wage) amount) benefits) 30.93 31.36 143-(1)3 151 155 163.10 243-;8
: ; b 32.00 S1. 5 165.50 248,
~ ' i §§ 31 32,60 153.20 156 igg 10 SebTy
If an individual's Or his primary Or his average The amount And the 32.61 33.20 155.10 161 69 169.80 254,70
primary insurance insurance acount monthly wage referred to maxiwum amount '21 33.88 157.20 165 1 172'00 258.10
benefit (as deter- (as determined (as determined in the of benefits 33. 34.50 159.20 170 174 74-10 261.20
mined under under subsec, under subsec, preceding payable (as 33.89 35'00 161.20 175 178 1 .50 264.80
subsec, (d)) is— (c)) is— (b)) is-- pParagraphs provided in) gg'gi 35.80 163.40 179 igg }.;g.SO 267.80
f ' of this sec. 203(a) . : 184 gl
At But not At But not subsection on the basig 35.81 S ig;.gg 189 193 180.90 f%;i'gg
least— more » least-- more shall be-- of his wages 36.41 37.08 169.50 - 194 197 183.10 .80
than-- than-- and self- 37.09 37.60 i G 198 202 185.20 271.
ecployrcent 37.61 38.20 173‘70 203 207 187.60 281-;3
incoma shall 38.21 gg°é§ 175'70 208 211 189.80 223-40
be-- .1 . g % ; b | 1-60 -
40.34 41.12 179.60 5ol 225 196.20 294.30
41,13 41.76 181.60 Pt 230 198.60 297.90
— $16.20 $ 93.80 — $76 $101.40 $152.10 41.77 42,44 183.80 r o 200.70 301.10
$16.21  16.84 95.30 $ 77 78 103.00 154.50 42.45 43.20 185.80 23 238 203. 20 304.80
16.85 17.60 97.50 79 80 105.30 158.10 43.21 43,76 188.10 236 byt e 309.10
17.61 18.40 99.30 81 81 107.30 161.00 43.77 44 L4 189.90 240 ¥ o) 207.10 315.50
18.41 19.24 101.10 82 83 109.20 163.90 4445 44,88 191.70 245 208 46 320.60
19.25 20.00 103.20 84 85 111.50 167.30 4.89 45. 60 194.10 250 253 231 %% © 326.90
20.01  20.64 105.10 86 87 113.60 170.40 4. 3 196.10 254 258 1iak0 s o
20.65 21.28 106.80 83 89 115.40 173.10 197.70 259 263 2 £ %0 338.20
21,29 21.88 108.90 90 90 117.70 176.60 200.10 264 267 216. s
21.89 22,28 110.80 91 92 119.70 179.60 ‘ 202.10 268 272 218.30 pe
22.29 22.68 112.60 93 9% 121.70 182.60 204.20 273 277 22060 388 96
22,69 23.08 114,40 95 96 123.60 185.40 | 206.20 278 281 222.70 1 |
23.09 23.44 116.50 97 97 125.90 188.90 208. 20 282 286 224.90 e )
23.45 23.76 118.50 98 99 128.00 192.10 10 20 287 291 227.30 368.
23.77 . 24.20 120.80 100 101 130.50 195.80 A3 90 292 295 229.20 373.60
2671 %0 a0 122.50 102 102 132.30 198.60 i} Sof’! 308 231.60 379.90
24.61 25,00 124.50 103 104 134.50 201.80 #1849 o 233.80 386.30
25.01  25.48 126.80 105 106 137.00 205.50 | e A 306 309 235.80 391.40
25.49 25.92 128.80 107 107 139,20 208.80 ! 218,30 10 314 238.20 397.70
25.93  26.40 130.90 103 109 141.40 212.20 -. £80,10 0 o 240.2C 404.10 .
26,41  26.94 132.90 110 113 143,60 215.40 | 222,40 31 228 242.30 409.20 .
26.95 27.46 134.80 114 118 145.60 218.40 224.30 320 o o 415.50
27.47 28.00 136.90 119 122 147.90 221.90 226.50 324 P 246. 80 421.80
28.01  28.68 138.90 123 127 150.10 225.20 228.50 329 3 24530 426.90
28,69 29,25 141,10 128 132 152,40 228.70 - 230.80 334 337 .

_:L—j *Federal Register, Vol. 40, No. 100, May 22, 1975, pages 22291-22296.
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$232.50 $338  $342
$251.10
ggg.gg 343 347 253.30 sﬁi?:ig
g 348 351 255.80 444,50
238,10 352 356 257.80 450.80
240.58 357 361 260.20 457.20
242568 362 365 262.30 462.30
2f 8 366 370 264.30 468.60
e 371 375 266.70 474.80
20 376 379 268,90 480.10
i 380 384 271.20 486.40
= 385 389 273.20 492.60
234.90 390 393 275.30 497.70
250,38 394 398 277.70 504.10
239,00 399 403 - 279.80 510.50
1, 204 407 282.30 515.40
263,00 4os 412 284.10 521.80
26499 413 417 286.10 528.10
g 418 421 288.20 533.10
268, 99 22 426 ©290.50 539.40
210: 30 427 431 292.40 545.80
212:40 432 436 294.20 552.10
274,70 237 440 296.70 554.60
216430 441 445 298.50 557.90
e 446 450 300.50 561.00
it 421 454 302.80 563.50
38400 SR QAT o
ggg:gg zgs, 468 308.70 ??3123
288,00 479 473 311.10 575.50
289. 60 A 4 478 312.80 578.70
29150 4;9 482 314.90 581.30
293.60 483 487 317.10 584.50
233,40 s 8 492 319.10 587.70
297,30 493 495 321.10 590.20
299, 40 597 501 323.40 593.30
301,10 5oz 506 325.20 596.40
203,00 507 510 327.30 599.00
20020 Sil 515 329.30 602.10
206200 526 520 331.50 605.40
308t 521 524 333.40 607.80
220,60 . 5 529 335.50 611.00
32,70 30 534 337.80 614.10
31460 gas 538 339.60 616.70
e 39 543 341.70 619.90
o 544 548 343.90 623.00
. 549 553 345,90 626.20

-
11 111 v v
$322.10 $554  $556 $347.90 $628.10
323.60 557 560 349.50 630.70
325.40 561 563 351.50 632.60
327.10 564 567 353. 30 635.10
328.80 568 570 '355.20 637.00
330.40 571 574 356.90 639.40
332,20 575 577 358.80 641.50
333.70 578 581 360.40 643.80
335.50 582 584 362.40 645.80
337.00 585 588 364,00 648.40
338.90 589 591 366.10 650.20
340. 60 592 595 367.90 652.80
342,30 506 = 598 369.70 654.60
343.90 599 602 371.50 657.30
345.60 603 605 373.30 659. 20
347.30 606 609 375.10 661.50
349.00 610 612 377.00. 663.60
350.70 613 616 378.80 666.10
352,40 617 620 380.60 668.70
354.00 621. 623 382.40° 670.50
355.70 624 627 384.20 673.10
357.40 628 630 386. 00 675.40
359.00 631 634 387.80 678.70
360.80 635 637 389.70 681.90
362.60 638 641 391.70 685.20
364.10 642 644 393.30 688.20
365.90 645 648 395.20 691. 60
367.50 649 652 396.90 694. 60
368.60 653 656 398.10 696. 60
369.60 657 660 399.20 698.50
370.90 661 665 200. 60 701.10
372.20 666 670 402.00 -703.60
373.60 671 675 403.50 706.00
374.90 676 680 404.90 708. 60
376.20 681 685 406.30 711.10
377.60 686 690 407.90 713.60
378.90 691 695 409.30 716.20
380.20 696 ~ 700 410.70 718.70
381.60 701 705 412.20 721.20
382.90 706 710 413.66 723.60
384.20 711 715 415.00 726.20
© 385.60 716 720 416.50 728.70
386.90 721 325 417.90 731.20
388,20 726 730 419.30 733.80
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*_3,33:38 $;§é $§Z§ $2§2;§3 $§§§;§g $439.10 $ 951 § 955 $474.30 $829.90
397.20 741 745 423.60 741.40 440, 20 956 960 479.50 832.00
393.50 746 750 425.00 743.80 441,30 961 965 476.70 834.10
394.70 751 755 426.30 746.00 442,40 966 970 477.80 836.20
395.80 756 760 427.50 748.10 443.50 971 975 479,00 838.30
396.90 761 765 428.70 750.20 444.60 976 980 480,20 840.30
398,00 766 770 429.90 752.130 445.70 981 985 481.40 842.40
399,10 771 775 431.10 754.40 446.30 986 990 482.60 844 .50
400,20 776 780 432.30 756.40 447.90 291 995 483.80 846.70
401.30 781 785 433.50 758.50 449,00 996 1000 485,00 848.70
402.40 786 790 434,60 760.60 450.00 1001 1005 486.00 850.50
463,50 .791. 795 435.80 762.70 451.00 1006 1010 487.10 852.50
404,60 796 800 437.00 764 .30 452,00 1011 T0LS 488,20 854.30
405.80 801 805 438. 30 767.00 453,00 1016 1020 489. 30 856.30
406.90 806 810 439.50 769.00 454,00 1021 1025 490,40 858.10
4068.00 811 815 440.70 771.20 455.00 1026 1030 491.40 860.10
409.10 816 820 441.90 773.20 456.00 11031 1035 492,50 861.90
410.20 821 825 443.10 775.40 457.00 1036 1040 493.60 863.80
411.30 826 830 444,30 777.40 458.00 1041 1045 494.70 865.70
412.40 831 835 445.40 779.60 459.00 1046 1050 495,80 867.60
413.50 836 840 446.60 781.60 460.00 HOST 1055 496,80 86G9.40
414,60 841 845 447.80 783.80 461.00 1056 1Q60 497.90 871.40
415.70 846 850 449.00 785.70 . 462,00 1061 1065 499, 00 873.20
416,90 851 855 450.30 787.90 ' 463.00 1066 1070 500.10 875.20
418. 00 856 260 451.50 700. 00 464,00 1071 1075 50%.20 877.00
419,10 861 865 452.70 792.10 465,00 1076 1080 502.20 . 879.00
420,20 866 870 453.90 794 .20 §66.00 1081 1085 503.30 880. 80
421.30 871 875 455.10 796. 30 ‘ 467.00 1086 1090 504.40 882.70
422,40 876 880 456.20 798,40 468.00 1091 1095. 505.50 884.60
423,50 881 885 457.40 800. S0 469.00 1096 1100 506.60 886. 50
424 .60 886 890 458.60 802.60 . ' 470.00 1191 1105 507.60 888. 30
425.70 891 895 459,80 804 .80 , 471.00 1106 1110 508.70 890.30
426,80 896 900 461.00 806.30 ’ 472.00 1111 1115 509. 80 892.10
428.00 901 805 462.30 809. 00 473.00 1116 1120 510.90 894.10
429,10 906 310 463.50 811.00 474.00 13121 1125 512.00 895.90
430.20 911 915 464.70 813.20 475.00 1126 1130 513.00 897.90
431.30 916 920 465.90 815.10 , 476.00 e 0 I I35 514.10 899.70
432.40 921 925 467.00 817.30 477.00 1136 1140 515.20 901. 60
433.50 926 930 468.20 819,30 478.00 1141 1145 516.30 903.50

434,60 931 935 469.40 821.50 | 479.00 1146 1150 517.4C 905.40 -

435.70 236 940 470.60 823.5Q 480.00 i 1 5 1155 518.40 907.20 i

| 436.80 941 945 471.80 825.70 22;'83 ﬁzg ﬁgg 519.50 909.20 L
. . 520.60 911.00
| ‘ §37.90 946 350 473,00 827.80 b oy Aon i 9:]{%, o

484.00 1171 1175 522.80 914.80

=l
=
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-—SPEC OVISIONS FOR would receive if he retired and filed for the pension,
2, OLD AGE, SURV§VORg SEERBISABILITY INSURARCE-—BRECTAL. ERRV IR0 : A govermmental pension includes monthly Retirement
PERSONS AGE 72 AN Survivors Disability Insurance and Railroad benefits,
but does not include workmen’s compensation or veterans
. Legislative Objective: To provide an assured income to those : ; :
A —ggkons i ﬁ;gilittle or no opportunity to contribute to the social ‘ compensation for a service-connected death. The special
P ¢ age 72 payment is also offset by the amount of a govern-
SREUELEY Program. mental pension received or that could be received by the
B. Governing Regulations: Tax Adjustment Act of 1966, spouse if he (she) retired or applied for the pension.
C. Administering Agency: Social Security Administration. Department (3) Asset Test: None.

of Health, Education and Welfare, (4) Other Eligibility Conditions:

" e U8 easury.
D. Financing: Financed from the general funds of the U * y (a) Work requirements: No requirements.,

E. Population Coverage: National coverage.

(b) Citizenship: Applicants must be residents of the United

States (the 50 States and District of Columbia) and (A)
F. ZIypes of Assistance: Direct cash payments. citizens of the United States or (B) if an alien must have
: : o restriction been lawfully admitted for permanent residence and must
G. Uses :Eg:Use Saatxictions: Mouthly,pengiive with » have resided in the United States for five continuous years
on use.

immediately preceding application for eligibility,

H, Eligibility Requirements: (¢) Institutional Status: Institutionalized persons are not

(1) Categorical Requirements: Applicants must have reached sge & precluded from receiving benefits.,
: uarters of cover
:: ::for:tlgﬁghi:et::Zs::g ::::1:::: :::‘;2qaftor 1967 and (d) Residence Requirements: The benefits to which an individual
RRZite 1971, were required to have three additional quarters is entitled shall not be paid for any month in which the
of coverage for each year between 1966 and the year age 72 individual resides outside the United States,

was reached. 1. Benefits: Benefits are cash payments*

(2) Income Tests

(1) Determination of benefit amounts: The maximum benefit amount

: There i8 no restriction ‘ to an individual is currently $69.60 per month; the maximum
b ::ezgze::o:itE:;n:isizcg:eaelf-elploymcnt income an benefit amount to a couple with both husband and wife eligible,
individual age 72 or over may receive and still be is currently $104.40 per month,

: ts
gt fox benefiE Peomantss In the case of a husband and wife only one of whom is entitled

tmen : ecial age 72 benefits ' to benefits, the benefit amount (after any reductions due to
n T:;; be Zuzf E:::r::: ::;o::nths:he benzgiciaty received the eligible individual’s receipt of govermment annuities or
:u lenentazesecurity income benefits, State supplemental pensions) will be reduced by the total amount above $34,30
Ssgpbenefits or if such individual’s needs were taken per month of any periodic payments from govermmental pensions
into account’in determining his (her) spouse’s eligibility received by the spouse who is not eligible for benefits under
for such aid. Payments will be offset by the amount of 4 this provision,

any govermmental pemsion that an individual receives or

*1j,8, House of Representatives, Committee on Ways and Means, The Social

] Security Act as Amended Through Januar 4, 1975 and Related Laws Februar
; ress of the United States, Subcommittee ty g g d y :
*g:int Eﬁ“‘g:iic§?'=;:;:;;°§°:§ b1t Socoms Temisler P;ograms: 1975," 12, 1975, U.S. Government Printing Office, Washington, D.C., pages 192-136. ‘
Fiuall ’

' \
Stodies in Public Welfare, December 31, 1974, U.S. Government Printing :

Office, Washington, D.C., pages 1l4-15,
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In the case of a husband and wife both of whom are entitled

ko. hengfita: . (2) Program Income: This program taxes income received from Civil

Service Retirement, Foreign Service Ret{
(a) The remaining benefit amount of the wife after any ment and Military iatirenent bebim e atr;;;;t: R;:i:::: gzt::;-

reduction due to her receipt of government pensions or income from SSI or A
annuities, will be further reduced by the total amount this program to zerOFDC automatically reduces payment under

of her husband’s government pension benefits in excess
of $69.60 per month; and

(b) The remaining benefit amount of the husband after any
reduction for his receipt of government pension benefits
will be further reduced by the total amount of hs wife’s
receipts from government pensions above $34.80,

In addition, benefits under this program are reduced to
zero for any month in which the beneficiary receives
payments under the AFDC or SSI programs,

(2) Relationship of benefits to family size: Benefits to an
eligible couple amount to 1507 of the benefit to an individual,
(3) Relationship of benefit amount to place of residence: Benefit
reduced to zero for any month in which individual resides outside
the United States.

(4) Relationship of benefit amount to cost of living changes: The
July 1972 Amendments provided for automatic increases in the
special age 72 payments to keep pace with increases in the cost
of living reflected by an increase in the Consumer’s Price
Index totalling three percent or more,

(5) Current benefit amounts: See 10A.

(6) Comparison to poverty level: Average monthly benefits in 1974
of $63.55 amounted to 32 1/4% of the poverty threshold for a
nonfarm unrelated individual over age 65.%*

J. Cost and Caseload: In April 1975 monthly cash benefits of $16,197,000
were received by 254,840 persons. (U.S. Department of Health, Educa-
tion and Welfare, Social Security Bulletin, August 1975, Vol, 38,

No. 8, Tables M~-10 and M-11, pages 48-49, U,S. Government Printing
Office, Washington, D.C.)

K. Interactions with other programs:

(1) Program Eligibility: Receipt of program benefits does not
entitle recipient to automatic eligibility in any other program,

*See August 1975 Social Security Bulletin, Table M-13, page 51, for the
average monthly benefit and U.S. Department of Commerce Current Population

Report, p-60, No. 99, issued July 1975, '"Money Income and Poverty Status
of Families and Persons in the United States: 1974," page 16 for 1974
b= poverty cutoffs,
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RAILROAD RETIREMENT BENEFIT PROGRAM*

A,

B.

C.

D.

E.
F,
Ge

H,

Legislative Objective: To provide a continuing source of income
to retired or disabled railroad workers or survivors of deceased

workers,

Governing Regulations: Railroad Retirement Act of 1937 as amended
in 1946, 1951 and 1966; Railroad Retirement Act of 1974,

Administering Agency: Federal Railroad Retirement Board.

Financing: Financed by a payroll tax, general revenue funds and
transfers from social security funds., The upper limit of income
which is taxed is the same as that for Social Security ($15,300 in
January 1976) with the tax rate set at 5,85% for employees and
'5.35%Z for employers, Supplemental annuities to retired workers
6) years and older with more than 30 years of service are "pay-as-
you-go" financed by an employer tax on the number of hours the
retiree worked, The tax rate for this provision was 7,5 cents per
hour in fiscal year 1974. Beginning October 1975 the tax rate is
set at 8.5 cents per hour,

Population Coverage: National coverage,

Types of Assistance: Direct cash payments,

Uses and Use Restrictions: No restrictions on use,

Eligibility Requirements:

(1) Categorical Requirements:
ten years of railroad employment,

In order to receive dis-

ability benefits an individual must have been employed by the

railroad industry for at least 12 of the 30 months preceding
retirement,

Reduced benefits are paid to those workers retiring between
the ages of 62 and 64 with less than 30 years of service,

Supplemental retirement benefits are payable at age 65 for
the following workers:
or disability annuity after June 1966 if he had 25 years of
service and was employed by the railroad industry when the
annuity began; and (2) age 60 with 30 years of service whose
annuity begins after July 1, 1974 provided that the worker
discontinues railroad employment by age 65,

*The information for this program description was taken from Joint Economic
Committee of the Congress of the United States, Subcommittee on Fiscal
Policy, Studies in Public Welfare, "Handbook of Public Income Transfer
Programs: 1975," U.S. G.P.0., Washington, D.C., pages 42-49,

Retired workers must have at least

Retired workers may collect full benefits at age
65 or at age 60 if they have had 30 or more years of service.

(1) those awarded a regular retirement

(2)

(3)

(4)

Asset Test:

- 17 =

(a) Disability benefit eligibility criteria:
disabled after at least ten years of railroad service who
are unable to engage in any regular employment as a result

of their disabili
il Tage ty are eligible for disability benefits at

(b) Dependent’s eligibility criteria: The wife of a retired
beneficiary age 65 or over is eligible if she: (1) ierS
or over; or (2) has in her care a child of the beneficiar
under 18 or disabled, Reduced benefits are payable at Z
62-64. In those cases where the employee’s benefits aczgue
on or after July 1, 1974, a spouse of an employee with 30
gears of service is eligible for an unreduced annuity when

oth employe? and spouse reach age 60, In cases where
the employee’s annuity accrues after January 1, 1975, a
spouse of an employee with less than 30 years ;f ser;ice
is eligible to receive either an unreduced annuit when
the employee has attained 62 and the spouse has e{ther
attained age 65 or has a child or the employee in her
care, or a reduced annuity when the employee and the
spouse have each attained age 62,

(c) Survivor’s eligibility criteria: The following pers
are eligible for survivor's benefits: (1) widgwg orons
dependent widowers aged 60 or above; (2) widows or
dependent wid?wers aged 50-59 disabled within 7 years
of the worker’s death; (3) widows caring for any child
entitled to payments; (4) unmarried children less than
18 years of age or less than 22 years old if attendin
school full time; (5) unmarried disabled children if R
disabled before age 22; and (6) if there is no eligible

widow, wid
above: ower or child, a dependent parent age 60 or

Income Test: There i

income Test: 8 a benefit reduction rate of 50

earned income (earned in nonrailroad employment) in eiczz 81;
$2,760 per year (in 1976) . b !

E;:a:iligi benefits are not payable for any month in which
Benefizz ciary is under age 65 and earns more than $200,
i are restored if annual earnings are below $2,500

€ beneficiary earns $2,500 or more in any year h; lo;es

1 month’s annuit
y for each $200
the last $100 or more as $230). Gt v o (coudting

None,

Other Eligibility Requirements:

’ .
(a) y:rkéRequirements: Eligibility for a supplemental benefit
pPermanently lost if the beneficiary works for the rail-

road after his retirement date,

Workers permanently
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Workers, spouses or survivors are not entitled to a benefit
for any month in which they are employed in the railroad
industry. If the last employment was not in the railroad
industry workers and spouses also lose their right to bene-
fits for any month in which they worked in such employment,

(b) Citizenship Requirements: None,

(c) Institutional Status: None,

(d) Residence Requirement: None,

I. Benefits:

(1)

Determination of benefit amounts: Workers receive benefits
consisting of two components, the first a social security level
component computed under the social security benefit formula

on the basis of combined railroad and non-railroad earnings;

the second a staff level component based on railroad service
only, In addition eligible employees may receive supplemental
benefits, The following table exhibits the components of the
annuity and outlines the sources of financing for each component,

Spouse annuities components are generally equal to one-half of
the employee’s components., Survivors are entitled to a social
security level benefit on the basis of the deceased employee’s
combined railroad and non-railroad earnings. The staff component
of the survivor annuity is approximately 30 percent of the social
security level annuity component prior to any reduction due to
receipt of a benefit based on the survivor’s own earnings,

A "hold-harmless" clause in the 1974 Act insures that no
individual who first receives benefits within the next eight
years will receive less than he would have under the previous
law,

14
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TABLE 1%

Components of an Annuity Computed under the Provisions
of the Railroad Retirement Act of 1974

Additional social security
From benefit based on ?re'4975
appropriations—— non-RR employmentl/

Supplemental R.R.
Annuity

FOR POST=1974 R.R.
SERVICE:

0.5% of average monthly
compensation for each year
plus $4 for each year

From R.R.
retirement FOR PRE=1975 R.R. TIER-II
fund i SERVICE:

$1.50 for each of 1st
10 years plus,

$1.00 for each year
in excess of 10

R.R. annuity computed under
law in effect prior to 1975
minus social security bene-
fit based on pre-1975 R.R.
service

Social Security Benefit
From social based on all R.R. service L TIER-1
security fund—- and all non R.R. employment

! The law provides that this portion of an individual’s benefit shall not hereafter be subject to cost-of-
living increases, although tier I and tier 1T will be.

*Joint Economic Committee of the Congress of the United States, Subcommittee
on Fiscal Policy, Studies in Public Welfare, "Handbook of Public Income

Transfer Programs: 1975," U.S. G.P.0., Washington, D.C., page 46,
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(2) Program Income: Income received from social security benefits
is subject to a 100% benefit reduction rate, Income received
from the Community Service Employment Program in excess of

(3) Relationship of benefit to place of residence: None, $2,760 per year (in 1976) is subject to a 50% benefit reduction
rate,

(4) Relationshig of benefit to cost of living changes: Cost of all
living changes are reflected in benefit amounts, The supplemental benefit imposes a 100% reduction rate on

income received from any private railroad pension attributable

(5) Current benefit Structure: The maximum for a spouse benefit to the employer’s contribution,
was $225,70 in June 1974, Other benefits may be based on
the worker’s earnings, and therefore vary from individual
to individual,

(2) Relationship of benefit to family size: None,

Source: Joint Economic Committee of the Congress of the United
States, Subcommittee on Fiscal Policy, Studies in Public Welfare,
"Handbook of Public Income Transfer Programs: 1975," yu,s, G.P.0,,
Washington, D,C,, page 47,

(6) Comparison to Poverty Level: The maximum benefit for a spouse
in 1974 was 114% of the poverty level for a single unrelated
individual over age 65,

(7) Other benefits/related Programs: See program interactions,

Jo Cost and Caseload Information: Monthly benefits in April 1975
amounted to $272,800,000 to 674,000 retired or disabled persons,
and 336,000 survivors,

Source: U,S, Department of Health, Education and Welfare, Social
Security Bulletin, August 1975, vol, 38, No., 8, Tables M-1 and M-3,

K. Interactions with Other Programs:

(1) Program Eli ibility: Receipt of Railroad Retirement benefits
automatically entitles the recipient to benefits from Medicare
and permits the purchase of benefits from the Supplementary
Medical Insurance pProgram,

benefit,

No person may receive survivor’s benefits under both railroad
retirement and social security based on the earnings record of
the same person,
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4, CIVIL SERVICE RETIREMENT#*

A, Legislative Objective: To protect Federal civilian employees and
their dependents against income loss resulting from the death of
the employee or from retirement because of age or disability.

B. Governing Regulations: Civil Service Retirement Act, Amended 1969,
P.L, 91"93. Title S5 of UQSQCQ, Secs. 8331-83480

Ce Administering Agency: Civil Service Commission,

D, Financing: Financed through employee contributions, agency or
departmental contributions, congressional appropriations, and
interest on investments, The employing agency shall deduct 7
percent of the basic pay of an employee, 7 1/2 percent of the
basic pay of a Congressional, Law Enforcement or Firefighting
employee, and 8 percent of the basic pay of a member of Congress.

E. Population Coverage: Includes employees as defined by section
8331 of Title 5 U.S.C. Congressional employees and members of
Congress may elect to be covered by this program,

F. Types of Assistance: Cash payments upon retirement, death or
disability,.

G, Uses and Use Restrictions: None,

H, Eligibility Requirements: (Collection of Retirement Benefits)

(1) Categorical Requirements:

(a) Mandatory Retirement: An Employee must retire at age 70
or as soon thereafter as he/she has completed 15 years of
service, However, by special exception by the President,
an employee can continue working for the Federal govern-
ment after the age of 70, The retirement benefit is
received but substracted from the employee’s salary,

(b) Voluntary Retirement: Employees may collect full annuity
at age 62 or over with at least five years of service or
at age 60 or over with at least 20 years of service or.
at age 55 or over with at least 30 years of service,
Employees who have rendered at least 20 years of service
as a law enforcement officer or firefighter or a combina-
tion of both may retire at age 50,

*The information for this program description was taken from U,S.C., Title 5
Subchapter 3, and U,S. Department of Health, Education and Welfare, Social
Security Bulletin, February 1970, Vol, 33, No. 2, pages 15-25,

(2)
(3)
(4)

Y -

(¢) Involuntary Separation: An employee involuntarily sep-
arated for reasons other than misconduct or delinquency
is eligible for an immediate annuity provided he or she
has had 25 years of service or has attained age 50 and
has had 20 years of service., If the employee is under
age 55, the basic annuity is reduced 1/6 of 1 percent

for each full month under age 55.

(d) Disability: Disability retirement is permitted after at
least 5 years of service upon a finding of disability by

the Civil Service Commission,

(e) Deferred Retirement: Employees separated after 5 or more
years of service have two alternatives. The employee’s
accumulated contributions may be refunded at any time
between separation and attainment of age 62; or at age 62
entitlement to a full annuity is established computed on
the basis of total service up to the date of separation,
Before attaining age 62 the separated employee has no
survivor protection except the lump sum refund; after age
62, death benefits for surviving children and spouse may
be payable, depending upon the date of the individual’s
separation from the employ of the Federal government,

Income Test: None,
Asset Test: None.

Other Eligibility Requirements: The employee must have been
subject to the retirement system for at least one year of the

last two years before separationm.

(a) Work Requirements: None.

(b) Citizenship Requirements: None.

(c) Institutional Status: Nomne,

(d) Residence Requirement: None,

I. Benefits

(1)

Determination of Benefit Amounts: The basic annuity is deter-
mined by the highest average amnual basic salary for any three
consecutive years with total service including unused sick leave,

The annuity formula favors long-service employees with each
year of service above 10 worth ome and one-third times as much
as each of the first 5 years (when average salary is at least
$5,000)., For the majority of employees (i.e., those with at
least 10 years service and average salaries of at least $5,000)
the formula can be expressed as the product of (1) the average
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(2)

(3)
(4)

(5)
(6)
€))

Cost

- O

salary and (2) the years of service times 2 percent, minus

3 3/4 percent, The maximum annuity is equal to 80 percent of
average salary plus annuity attributable to sick leave, The
minimum annuity (only for disability retirement and death before
retirement) is 40%Z of average salary or basic annuity computed
using actual service plus assumed service to age 60, if the
actual earned annuity is less than 40% of average salary, The
law also provides that a retiree who is not receiving any other
benefits (and is not entitled to receive any) from the Federal
Government, will receive an annuity at least as great as the
smallest primary insurance amount payable by the Social Security
Administration,

Relationship of Benefit Amount to Family Size: The retiring
married employee will receive a reduced annuity during his or
her lifetime to provide an annuity for his or her surviving
spouse of 55 percent of his/her full annuity, unless this option
is specifically waived or a smaller part of the basic annuity

is chosen as the base for the surviving spouse,

Relationship of Benefit Amount to Place of Residence: None,

Relationship of Benefit Amount to Cost of Living Changes: The
percent change in the Consumer Price Index is determined each
month, Increases are based on the highest rise in the price
index for any 3 consecutive months in each of which such
increase was at least 3 percent above the index of the base
month last used to determine a cost of living increase, This
amount is then increased by an additional 1 percent,

Current Benefit Structure: Varies on an individual basis,

Comparison to Poverty Level: Varies on an individual basis.

Other Benefits/Related Programs: Retirees are entitled to carry

health and life insurance coverage into retirement,

and Caseload Information: Retirement benefits of over $8 billion

will

be paid to approximately 1.3 million annuitants and survivors in

Fiscal Year 1976,

Interactions with Other Programs:

(1)

(2)

Program Eligibility: No automatic eligibility for any other

program,

Program Income: No benefit reduction rate is applied to other

income sources,

-"2%

5., FOREIGN SERVICE RETIREMENT AND DISABILITY SYSTEM*

A,

B.
C.

D.

E.

F.

Ge

H.

Legislative Objective: To protect foreign service employees and
their dependents against income loss resulting from the death of
the employee or from his retirement because of age or disability.

Governing Regulations: Title 22 of U.S.C. Subchapter VIIL.

Administering Agency: State Department,

Financing: Financed through employee and department contributions,
congressional appropriations, and interest on investments,

Seven percent of the basic salary of each participant is deducted
from his/her salary for contribution to the fund, with an additional
seven percent contributed from the appropriations from which
employee’s salaries are paid. In additiom, any participant may, at
his option, make additional contributions not to exceed 10 percent
of his basic salary.

Population Coverage: Covered employees include all foreign service
officers, all other persons making contributions to the fund and
any chief of mission who has served in that position for twenty
years who has made contributions for each year of service,

Types of Assistance: Cash payments upon retirement, death or
disability,.

Uses and Use Restrictions: None,

Eligibility Requirements:

(1) Categorical Requirements: The following persons are entitled
to the benefits of the Foreign Service Retirement system:

(a) All Foreign Service Officers;
(b) All other persons making contributions to the Fund;

(¢) Any chief of mission not otherwise entitled who has
served for an aggregate period of twenty years or more
and has paid into the Fund a special contribution for
each year of service;

(d) Any Foreign Service staff officer or employee appointed
by the Secretary of State who has had at least ten years
of continuous service in the Department’s Foreign Service.

*Information for this program description was taken from U.S. Code Title 22
Sections 1061-1121, Subchapter 8.
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(e) All Foreign Service Information Officers;

(f) Any Foreign Service Staff Officer or employee appointed

(g)

(h)

by the Director of the United S

tates Information Agen
who has ha? at least ten years of continuous servige :Z
the Agency’s Foreign Service,

Any Foreign Service Reserve Officer with unlimited

tenure appointed pursuant t
Law 90-494, p © Section 15 or 17 of Public

Any Foreign Service Reserve Officer, Foreign Service
Staff Officer or employee of the agency of International
Development serving under unlimited appointments in
employment subject to Section 625 (d) (2) of the For
Assistance Act of 1961, as amended, a0 i

Mandatory Retirement: Mandator

: Yy retirement is set at
60 for participants below the rank of Career Minist:r G
age 65 for Career Minister and above, Participants i
occupying a position of Chief of Mission or any other
ggziziz:et: w?icz appointed by the President, by and with

nt of the Senate, is not subject

retirement while serving in that posiiion.to ach Y

;: an employee of the Department of State or the United

ates Information Agency becomes a participant after the
age of 60 they will be mandatorily retired at the end of
the month in which they become a participant,

Participants who are empl

ployees of the Agency for Inter-
national Development (as described in H, (1? h) wi?le;e-
mandatorily retired according to the following schedule:

AGE RETIREMENT DATE

Attainment of age 70 End of
month in
01/01/74 - 12/31/76 70 is attained LR by -

Age 64 or older on

|
January 1, 1977 sugary 31, 1977

Attainment of age 64 End of month in which age

between January 2, 1977 64 1
and December 31, i977 gy

Age 63 or older on 5
January 1, 1978 s o i

Attainment of age 63 End of month in which age

between January 2, 1978 63 1
and December 31, i978 bt o

-7 -

Age 62 or older on January 31, 1979

January 1, 1979

Attainment of age 62 End of month in which
between January 2, 1979 age 62 is attained
and December 31, 1979

Age 61 or older omn January 1, 1980

January 1, 1980

Attainment of age 61 End of month in which age
between January 2, 1980 61 is attained
and December 31, 1980

Age 60 or older on January 31, 1981

January 1, 1981

Attainment of age 60 on End of month in which age
and after January 1, 1981 60 is attained

Voluntary Retirement: Participants may retire at age 50
after 20 years of creditable service (or participants who
are employees of the Agency for International Development
age 57 or over on January 1, 1975, regardless of length
of service) and receive benefits as explained in I (1).

Involuntary Separation: Foreign Service Officers, Foreign
Service Information Officers, and Foreign Service Reserve
Officers with unlimited tenure appointed pursuant to
Section 15 or 17 of Public Law 90-494 of grade 1, 2 & 3
who are involuntarily separated will receive an immediate
annuity as determined by I (1) regardless of the age of
the officer,

Foreign Service Officers, Foreign Service Information
Officers, and Foreign Service Reserve Officers with un-
limited tenure appointed pursuant to Section 15 or 17 of
Public Law 90-494 of grade 4, 5, 6 & 7 who are involuntar-
ily separated may, if eligible for voluntary retirement,
retire on an immediate annuity., If ineligible, they will
receive a gratuity payment of one-twelfth of a year’s
salary at their then current salary rate for each year

of creditable service, not to exceed one year’s salary.
They would also be eligible for the benefits listed under

Voluntary Separations,

Voluntary Separation: Any employee voluntarily separating
from the Service after obtaining at least five years of
service credit may elect to receive a refund of his/her
contribution, plus interest, or receive a deferred annuity
at age 62 (if separated prior to October 1969) or age 60
(1f separated after October 1969).




= 28 ~

of service idual with a¢
and is g ¢redit dies before separ 1east 18 months
urvived by a widow or Paration or retirement

(2) Income Test None,

(3) Asset Test: None

e )

(a) Work Requirementg; None,

(b) Citizenshig Reguirements: None
(c) Institutiona] Status: Nope :
(d) Residence Requirement ; None,

I. Benefits:

(2)

129 =

At the time of retirement, the annuity of each married male
participant shall be reduced by $300 to provide a minimum
annuity of $2,400 for his surviving wife; if his annuity is
more than $4,800 he may elect up to 50% of such annuity for
his wife with his annuity further reduced by 10 percent of
the difference between $4,800 and the base he specifies for

the survivor benefit,

If an annuitant dies and is survived by a wife or husband and
by a child or children, an annuity shall be paid to each child,
that equals the lesser of: $900 or $2,700 divided by the number
of children, This annuity is in addition to that paid to the

surviving wife or husband.*

If an annuitant dies and is not survived by a husband or wife,
but by a child or children, each surviving child will be paid
an annuity equal to the smaller of: $1,080 or $3,240 divided

by the number of children.*

Unmarried participants may elect to receive a reduced annuity
in order to provide an annuity equal to 50% of the reduced
annuity to a designated beneficiary upon the participant’s
death, The annuity payable to a participant electing such
coverage shall be reduced by 10 percent of an annuity computed
according to the basic annuity formula, see 10 (A), and an
additional 5 percent of an annuity so computed for each full
five years that the designated beneficiary is younger than
the retiring participant except that the total reduction

may not exceed 40 percent,

(3) Relationship of Benefit Amount to Place of Residence: None,

(4) Relationship of Benefit Amount to Cost of Living Changes: The
percent change in the Consumer Price Index is determined each
month, Annuity increases are based on the highest rise in the
price index for any 3 consecutive months in each of which such
price index increase was at least 3 percent above the index
of the base month last used to determine a cost of living
increase, This amount is then increased by an additional ome
percent, and annuities are increased by this total amount.

(5) Current Benefit Structure: Varies on an individual basis,

(6) Comparison to Poverty Level: Varies on an individual basis,

(7) Other Benefits/Related Programs: Varies on an individual basis,

*The amounts payable to the child or children are increased by all cost-of-
living increases, as described in I (4), subsequent to November 1, 1969,
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Jo Cost and Caseload Informa
tion: Duri
$36 million was paid to 3,600 annuit:ﬁtziscal v
refunds of contributions or gratuities, 3

974, approximatel
This does not include 7

Source: Information received

from
State, Retirement Divisioy. The United States Department of

K. Interactions with Other Programs:

Prog g y:
ram Eligibility: No automatic eligibility for any other program

Progr g
gram Income: Does not apply any benefit reduction rate,

- T -

6, MILITARY RETIREMENT*

A.

B.

Ce

De

E.
Fo
G

H.

Legislative Objective: The military retirement program provides
protection against loss of income to members of the Armed Forces
and their families due to the retirement of the Armed Forces member,

Governing Regulations: Major legislation includes: The Officer
Personnel Act of 1947; Army and Air Force Vitalization and Retirement
Equalization Act (1948); Career Compensation Act of 1949; Uniform
Services Contingency Option Act of 1953; Servicemen’s and Veteran’s
Survivors’ Benefit Act of 1956; P.L. 85-422; P,L, 88-132; and

P.L. 92-245,

Administering Agency: The Department of Defense administers the
program for the Army, Navy, Air Force and Marine Corps. The
Department of Transportation administers the retirement system

for members of the Coast Guard, The Department of Commerce
administers the program for members of the National Oceanic and
Atmospheric Administration, and the Department of Health, Education
and Welfare administers the program for members of the Public Health
Service,

Financing: Financed through annual appropriations authorized by
Congress, Retirees contribute to survivors benefits through reduced
retirement benefits, ’

Population Coverage: Nationwide,

Types of Assistance: Cash benefits and services,

Uses and Use Restrictions: None,

Eligibility Requirements:

(1) Categorical Requirements: Eligibility for retirement benefits
is possible under three criterion: (1) age or length of service;
(2) disability incurred during active service; or (3) eligibility
for annuity payments (survivors of retired servicemen).

(a) Nondisability Retirement Eligibility Requirements: Any
Regular or Reserve commissioned officer or warrant officer
may be retired after 20 years of active service at least
10 of which are commissioned service for commissioned
officers, Enlisted members may retire after 20 years of
service either active or inactive, Retirement for age
varies according to rank, with 60 years of age generally
being the minimum age at which servicemen may retire,

*Information for this program description was taken from the Joint Economic
Committee, Subcommittee on Fiscal Policy, Studies in Public Welfare, Paper
No. 20, "Handbook of Public Income Transfer Programs: 1975," Ue.Se GePeOs,

w » Washington, D.C., December 31, 1974, pages 313-322,
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Regular officers are also manditorily retired if they are

passed over for promotion., This provision varies by amount
of service and rank,

(b) Disability Retirement Eligibility Conditions: A member who
has a service-incurred disability of at least 30 percent
(as determined by the Veterans Administration rating) may
be retired for permanent disability if he is physically
incapable of performing the duties of his grade.

If disabilty is not permanent the member is placed on the
temporary disability list, After five years, the member
must be either retired for permanent disability or removed
from the disability list. Any member found unfit for
further service but ineligible for disability retired pay
may receive disability severance pay.

(c) Annuities to Dependents Upon Death of Service Member in
Retired Status: Members who retired before September 21,
1972 could elect to participate in the Retired Serviceman’s
Family Protection Plan (RSFPP) by Voluntarily accepting a
reduced monthly retirement benefit in order to provide for
a continuation of a portion of retired pay for his/her
survivors, Members already retired on September 21, 1972
who were participating in the RSFPP could elect to either:
(1) Continue in the RSFPP and not join the new Survivor
Benefit Plan (SBP); (2) Drop RSFPP and join SBP; (3) Con-
tinue in RSFPP and join SBP provided that combined coverage
does not exceed 100 percent of retired pay.

Members who retired after September 20, 1972 may not partic-
ipate in RSFPP, Those members with spouse or children will
automatically be covered under SBP unless they choose to
decline coverage prior to their retirement,

The cost to the service member of providing a survivor
benefit is 2 1/2 percent of the first $300 of the base
amount, plus 10 percent of the remaining base amount,
(The base amount chosen by the member may range from $300
to total retirement pay.) This cost continues for the
lifetime of the member, Cost for an annuity for children
only is based on an actuarial charge dependent upon the
age of the member and the youngest child,

Members may elect to provide annuities for surviving
spouses, surviving children, surviving spouse and children,

or under the new plan only, other natural persons with an
insurable interest,

(2) Income Test: None, except that under SBP, survivors benefits

are reduced by social security benefits attributable to military
service,
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(3) Asset Test: None.

(4) Other Eligibility Requirements:

(a) Work Requirements: None.

P —citizens are entitled
ip Requirements: None, non c
i gitt::::gts except that any retiree who becomes a citizen

of a country other than the U.S. after his retirement loses
retirement benefits.

(c) Institutional Status: None.
(d) Residence Requirement: None.
1. Benefits: Benefits based on years of service.
o #

(1) Determination of Benefit Amounts:

y s ired pay is equal to

isability Benefits: . The ret

o go?7zspercent of the basic pay multiplied :i theu:Imtgr
of years of service, with the maximum benefit eq

75 percent of basic paye.

Credited service for enlisted men is active s:iztc:ezsiz;
Officers may be credited with active and inac - 4
depending upon branch of service and whether r

was voluntary oOr mandatorye.

e is generally the grade whether temporary

The rekaned gradw’nich the member is serving on the date of

or permanent in
retirement,

Benefits are determined by multiplying
embers retired grade by the percent:ge
percent multiplied by years of active
ides the larger benefit, Maximum

the minimum benefit

(b) Disability Benefits:
the basic pay of the m
of disability or 2 1/2
ervice whichever prov .
;enefits amount to 75% of basic pay;
is 30 percent of basic paye

ceiving disability compensation

Members have the option of reion rather than disability

from the Veterans Administrat
retired paye.

2 months basic pay for
ity severance pay is equal to .
2i:§b;iaryof service not to exceed two years of basic pay

ber could elect to
Benefits: Under RSFPP a mem
! izzzizzractuarilly reduced benefits for his/her lifetime

in order to provide benefits to the survivors :zz:iggze
member’s death, Payments to surviving spouse o
upon the spouse’s death or remmariage. Paymen
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t
other program excep
. tion of income from any t also
eligible child stop upon attainment of age 18, or age 23 if Program Income: Noiiax:enefits under the SBP program mgnggle a
the child is attending school., Election of this plan had that persons recelv 1i benefits based on credits earné
to have been made prior to the member completing 19 years receive Social Security
of service or if after 19 years of service, at least 2 years military service.

before receiving retirement pay.

Under the SBP, the benefit paid to the survivor is 55 percent
of the base amount, where the base amount is that portion of
the full amount of retired pay specified by the retiree at
the time of retirement., This benefit is reduced by the
social security survivor benefit attributable to military
service after the spouse attains age 62, Payments to a
surviving spouse cease upon death or upon remarriage prior

to age 60, Payments to eligible children cease at age 18

or at age 22 if the child is attending school.

Under the new SBP, payment to a surviving spouse of a member
who dies on active duty after 20 years of service, is equal
to the difference between the Dependency and Indemnity
Compensation paid to the spouse and 55 percent of the
retired pay to which the member would have been entitled
had he retired on the date of death,

(2) Relationship of Benefit Amount to Family Size: None, except
survivor benefits, See above,

(3) Relationship of Benefit Amount to Place of Residence: None,

(4) Relationship of Benmefit Amount to Cost of Living Changes:
Retirement and survivor annuities are automatically increased
whenever the CPI rises at least 3 percent over the last adjust-
ment period and remains above this for 3 comnsecutive months,
The increase is equal to the percentage rise in the CPI plus
an additional 1 percent,

(5) Current Benefit Structure: See I (1).

(6) Comparison to Poverty Level: Since benefits vary by length of
service, pay grade of member, etc.,, no comparison can be made.,

(7) Other Benefits/Related Programs: Most benefits available to
active duty members, such as medical care, commissary and
exchange privileges and space available for air travel, are
available to retirees,

Je Cost and Caseload Information: Information not available,

K. Interactions with Other Programs:

Program Eligibility: Automatically entitled to Veterans Outpatient

Care, Veterans Hospitalization, Prescription Service and Domiciliary
Care.
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SUPPLEMENTAL SECURITY INCOME PROGRAMS

7. SUPPLEMENTAL SECURITY INCOME*

A, Legislative Objective: To establish a national program to provide
a guaranteed annual income floor for persons who have attained the
age of 65, or are blind or disabled.,

Bs Governing Regulations: Social Security Act Amendments of 1972,
Public Law 92-603, October 1972, Effective as of January 1, 1974,
PL 92-603, Section 301 replaced the 0ld Age Assistance, Aid to the
Blind and Aid to the Permanently and Totally Disabled Programs
in the 50 States and District of Columbia,

Ce Administering Agency: The Bureau of Supplemental Security Income
(BSSI), Office of Program Operations, Social Security Administration,
Department of Health, Education and Welfare,

D, Financing: All benefits and administration costs of the Federal SSI
program are funded through open-ended appropriations from the Federal
general revenues,

E. Population Coverage: National Coverage,

F. Types of Assistance: Direct monthly cash payments,

G, Uses and Use Restrictions: No restrictions,

He Eligibility Requirements:

(1) Categorical Requirements: Individual applicants must have
either attained the age of 65 or be blind or disabled as
defined by the Social Security Act,

(2) Income Tests: For purposes of this program, income is defined
as all earned and unearned income except:

7

l. Earned income if such income does not exceed $30 per
quarter,

2, Irregular infrequent unearned income if such income
does not exceed $60 per quarter,

*Information for this program description was taken from U.S, House of
Representatives, Committee on Ways and Means, The Social Security Act as
Amended through January 4, 1975 and Related Laws, U.,S. G.P.0., Washington,
D.C,, February 12, 1975; and U,S. Department of Health, Education and
Welfare, Social Security Bulletin, July 1975, Vol. 38, No. 7, UeSe GeP.0O.,

Washington, D,C., page 35.
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3. The first $85 per mouth of earned income and one-half
of the remainder, or $65 per month plus one-half the
remainder of earned income and $20 per month of un-
earned income,

4, All income from a non-eligible child attending school,

5. Assistance based on need which is paid by a state or
political subdivision to supplement SSI benefits,

6. Any grant, scholarship or fellowship,
7. The value of medical and social services,

8. Work related expenses of blind persons or income

required by a blind or disabled person in order for
him to establish a means of self-support,

9. The first $1,200 of quarterly earnings of a child
beneficiary attending school, not to exceed $1,620
per year,

10. One-~third of any payment for the support of a child
beneficiary received from an absent parent,

(a) Treatment of Earned Income: There is a 50 percent benefit
reduction rate on earned income above the disregard, This
means that for every $1.00 earned over the allowable amount
per month, $,50 is deducted from the monthly SSI benefit
payment until the earnings cause benefits to cease,

(b) Treatment of Unearned Income: There is a 100 percent bene-
fit reduction rate on unearned income above the disregard,
An individual living in another person’s household and
receiving support and maintenance in kind from such person
shall have their benefit payment reduced by 33 1/3 percent
rather than including such maintenance and support in the
unearned income of the individual, Similarly any individual
or eligible spouse who resides in a non-profit institution
or nursing home receives a benefit reduced by 33 1/3 percent,

Asset Test: Individuals are eligible for SSI if the value of
non-excluded assets do not exceed $1,500, An individual with an
eligible or ineligible spouse living in the same household is
eligible if total non-excluded assets do not exceed $2,250, 1In
the case of a child under 21 living at home, the non-excluded
assets of $1,500 (if one parent resides in the home) or $2,250
(1f two parents, or a parent and a step-parent reside in the
home) are considered the child’s assets for purposes of deter-
mining eligibility,

(4)
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Excluded assets are:

(a)

(b)

(c)

(d)

(e)

(£)

(g)

(h)

The value of a home up to $25,000 ($35,000 in Alaska and
Hawaii), where "value" is determined as the fair market
value regardless of encumbrances, based on the assessed
value for tax purposes taking into consideration the ratio
between assessed value and the market value,

Non-liquid income producing property if relied upon by the
individual as a significant factor in producing income on
which he can live,

Assets of a blind or disabled person needed to establish
a plan for his self-support.

The value of household goods and personal effects up to
$1,500,

The retail value of an automobile up to $1,200, Auto-
mobiles are totally excluded if used for employment or
if regularly used to obtain medical treatment,

Property used in a trade or business if such property is
used for self-support,

Cash surrender value of life insurance if the total face
value does not exceed $1,500,

Cash reimbursement from indemnity insurance due to damage ]
or loss of property if the reimbursement is used to replace
or repair the property within three months of receipt if
resource is personal property and six months if resource

is real property.

Other Eligibility Conditions:

(a)
(b)

(c)

(d)

Work Requirements: None.

Citizenship: An individual must be a citizen of the
United States or an alien lawfully admitted for permanent
residence in the United States,

Residence: Benefit payments are suspended for any month
in which the beneficiary is outside the U,S. for the
entire month, Payments may be reinstated after the
individual has returned and resided in the U,S, for a
period of 30 consecutive days.

Institutional Status: Persons are ineligible for benefits

in any month in which they are inmates of a public institu-
tion with the following exceptions: (1) persons residing
in an educational or vocational institution may receive




I.

(1)

(2)

(3)

(4)

(5)
(6)

(7)

o B0

benefit payments; and (2) persons residing in g public or h
private hospital, nursing home, extended care or interme- ¢
diate care facility where the Medicaid program pays more

eligible individual without an eligible spouse, or an

eligible individual with a spouse when only one of them

resides in an above-mentioned facility) or Payments not to

exceed $600 per year (if both the eligible individual and K.
Spouse reside in any of the above-mentioned institutions).

Benefits:

Determination of benefit amounts: Benefits July 1974-June 1975
to an eligible individual with no other income amount to $146 per
month; benefits to an eligible couple with no other income amount
to $219 per month, Benefits as of October 1975 to an eligible
individual with no other income amount to $157.70; benefits to an
eligible couple with no other income amount to $236,60 per month,

Relationship of benefits to family size: The benefit level for
an eligible couple is 3/2 times the benefit level for an eligible
individual, No pPayments are made for dependent children,

Relationshig of benefit amount to place of residence:
for the Federal portion of the SSI program,
Relationship of benefit amount to cost of living increases:

SSI benefit levels are automatically increased at the same time

and by the same Percentage of the cost-of-living increases
described under the social security system,

None,

Current benefit amounts: See I(1),

Comparison tp Poverty Level: The July 1974 benefit level isg

74 percent of the July 1974 nonfarm poverty level for an
individual, and 88 percent of the poverty level for a couple,

Other Benefits/Related Programs: 1In 33 States all SSI bene-
ficiaries are eligible for medical care services under the
Medicaid program., A1l SSI beneficiaries are also eligible for
food stamps, with the exception of California, Massachusetts,
Nevada, New York, and Wisconsin, since these States cash out

the food stamp benefit and include that amount in their supple-
mentary payments,

A

Cost and Caseload Information: Federal SSI payments in April 1975

2,339,128 of whom
000,000 for 4,163,014 persons, 2, 3
amoiiziddtguz3ig’age’ 7 g 6 a; a result of blindness and 1,;4;,i;ire
gu: to zisability ZU S. Department of Health, Education an e o
u ° oo

ent
Social Security Bulletin, August 1975, Vol, 38, No. 8, U.S. Governm
Printing Office, Washington, D.C., page 59.)

Interaction with Other Programs:

Program Eligibility: Receipt of SSI beneﬁit; a:tg::;;c:iigram

fits from the Foo :

entitles the recipient to bene P LAY

Food Stamp benefits

cept in six States which cash out -
i::i;gents) and the Medicaid program (except in 16 S;:t::lzhic
limit coverage of SSI to those who woul: ha;: biezneJaguary 1
dards in effec 3

under the medical assistance stan PHTes i T

nd benefits from the Title XX program,

1Z;§l’a:e automatically eligible for benefits from the Senior

Community Service Employment Program,

Program Income: Taxes income received fromithe go?:g:izzl
Taxes incom
es Employment Program at 50%. J
::;::cprongms (except in-kind programs such agimedical pro
grams, Food Stamps and service programs) at 100%.

(1)

(2)
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8, STATE SUPPLEMENTATION OF THE SUPPLEMENTAL SECURITY INCOME PROGRAM*

A.

B.

Ce

D.

E.

Legislative Objective: To prevent reduction of income to persons
transferred from the old State adult assistance programs to SSI,
and to maintain benefit levels for all recipients comparable to
those paid under the old assistance programs,

Governing Regulations: PL 92-603 authorized optional state supple-
mentation, PL 93-66 required States to make mandatory payments to

all persons who were adult assistance recipients in December 1973 if
their income would be reduced by transfer to the SSI program.

Administering Agency: Mandatory and optional benefit supplements
may be administered by the State or by the Federal agency.

Mandatory Supplements: The Social Security Administration admin-
isters the mandatory State supplementation payments in 29 States
and the District of Columbia, Twenty States administer their own
payments, Texas, because of a State constitutional prohibition,
has no mandatory supplementation,

Optional Supplements: The Social Security Administration admin-
isters optional State supplementation in 16 States and the District
of Columbia; 21 States administer their own programs and 13 States
pay no optional supplements,

Financing: States are responsible for the cost of State supplementary
payments except that States who elect Federal administration of the
optienal supplement are "held harmless" against increased costs in
excess of the State’s share of assistance expenditures in the previous
adult programs for calendar year 1972,

States administering their own mandatory and/or optional supplements
are responsible for the total cost of administration, When the
Federal government administers the mandatory supplement, the Federal
agency pays all administrative costs, but the State pays all supple-
mentation costs,

Population Coverage: Mandatory supplements are available nationwide,

Optional supplementation is available in 37 States, Coverage within
each State may vary by living arrangements, basis for categorical
eligibility (i.e., age, disability or blindness) or whether or not
the recipient was transferred from the State rolls,

*Information for this program description was taken from U.s., House of
Representatives, Committee on Ways and Means, The Social Security Act as
Amended Through January 4, 1975 and Related Laws, U.S. G.P.0., Washington,

D.C., February 12, 1975,

F. Types
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of Assistance: Direct cash assistance.

Uses and Use Restrictions:

None.

Ge

Mandatory Supplements.

He Eligibility Requirements =

(n

(2)

(3)

(4)

Eligibility

(1) Categorical Reguirements:

tly received
ts: Persons who correc g
categorical Re uiremen e aaaieend R e
ents in December e
:;;;stzzc:agiyzre categorically eligible f;: ::2i:ozizal
pplZmegtation if they continue to meet t
su

eligibility requirements of the SSI programe.

a mandatory supplement,
e it rece::i §SI payments at the time

Income Tests: '
t be less than the i{ndividual’s

the total income including Fede
of application for benefits mus
total income in December 1973.

is included.
(a) Treatment of Earned Income: All earned income

income is in-
(b) Treatment of Unearned Income: All unearned

cluded.

ed from the State assistance

sferr
Persons tran g

st:
Asset deemed to meet the resour

programs are

Other Eligibility Conditions:

(a) Work Requirements: None.

(b) Citizenship:

(c) Institutional Status:

None.

Varies according to circumstances.

the same State under whose plan he rec

payments in December 1973.

Requirements = Optional Supplements.

1f the Federal government admini:zers
the basic eligibility requireme

Federal Administration:
£ the Federal SSI benefit.

t
he optional supplement,
zre t%e game as for recelpt ©
their own optional

States administering1181b111ty i

State Administration: et Vi e ¢

supplementation are free t
ments.




(2)

(3)
(4)

Y o

Income Tests:

Federal Administration: States
: are required to
adjusted payment level based on the average amou::t;Zisszoan
zzsizgizi:ual with no ;;her income under the Previous adult
programs, e selected benefit level d
the income limit for eli ot g
gibility, States are re uired
&

supplement the income of all persons in a classigicationobut

are not required to give b
tions of eligibles, 8 enefits to all possible classifica-

State Administration: States adm

: inistering their own pro
:re not required to establish uniform payment levels, pThiiZ?ore
ncome limits may vary within each such State, ;

Treatment of Earned Income:

Federal Administration: Same as under the Federal portion of SSI,

State Administration: Stat
T T €8 are not required to apply Federal

Treatment of Unearned Income:

Federal Administration: Same as under the Federal portion of SSI,

State Administration: States
S5 aneponistrat v o are not required to apply Federal

Asset Test: Same as under Federal portion of SSI,

Other Eligibility Conditions:

(a) Work Requirements: None,

(b) Citizenship: Benefici
p: aries must be citizens of
aliens admitted for permanent residence, 7 T

(c) Institutional Status: Eligibility status of institutionalized

pPersons may vary between States
heb st Ao sy, under both the Federal and

(d) Residence Re uirement
¢ Individuals must be resi
State from which they receive their benefit, .

I. Benefits: Mandatory Supplementation,

(1)

gztz:mizziégg of :en:fit amounts: Benefit amounts are determined
ual basis, The benefit amount is e ual
g;iference between the total current income inclgdingt;eszsal
payments and the individual’s total income in December 1973

I,

b 5 e

(2) Relationship of benefit amount to family size: None,

(3) Relationship of benefit amount to place of residence: In order
to receive a non-zero benefit payment the individual must have
continuously resided in the same State under whose plan he/she

received assistance payments in December 1973,

(4) Relationship of benefit amount to cost—of-living increases: As
the Federal SSI benefits increase through the general benefit
increases and cost-of-living adjustments, the number of persons
receiving mandatory supplementation benefits will decline,

(5) Current benefit amount: Determined on an individual basis.

(6) Comparison to the poverty level: Benefit levels for individuals
vary from 80 to 120 percent of the July 1974 poverty level,
Benefits for couples vary from approximately 90 to 130 percent

of the poverty level,

(7) Other benefits/related programs: Same as under the Federal
portion of SSI.

Benefits: Optional Supplementation

(1) Determination of benefit amounts:

Federal Administration: The supplement is the amount the

State adds to the basic Federal SSI benefit when countable
income equals or is less than the basic Federal SSI benefit,

If countable income exceeds the SSI Federal benefit level, the
supplemental benefit is reduced by the excess countable income,
While the supplemental benefit level is set uniformly for all
persons classified by living arrangement, etc,, the levels
across classification may vary.

State Administration: The determination of benefit levels
varies from State to State, Some States set flat grant amounts
and others determine the benefit on an individual case basis

as determined by need.

(2) Relationship of benefit amount to family size:

Federal administration: Supplemental benefit levels for couples

generally range from 1.4 to 1,9 times the benefit level for an
individual.

State administration: Supplemental benefit levels for a couple

generally range from 1.2 to 2,0 times the level for an individual.
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(3) Relationshi . . . Tas . ol
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State Total |Federsl 881 plemen- 82.30 | 1%-a| 167,
102,203 | 2,040 [ 40,780 tation ! 134.98 | 1LELY TOREEl 10107
14178 @ | 128 R R 7
Ar ; 60,043 | 1,688 | 26,534 $483,055 |  $375,174 35.41| 60,43 116.9 .
Calitarals_ - "o oo.ll 638,845 | 327,195 | 12,941 | 298,709 31.77 120.63
35, 1600 341 | 14,556 13,278 13,278 100.20 | 88.83| 13901 155708
220467 | 9,304 285 | 12878 368 96.01 | 60.95| 12431 5ig
6,681 3,383 270 3,008 3,016 3,018 113.48 80.63 1% 105.1
15,929 5,491 202 10,236 7,751 7,581 151.49 | 125.23| 21 s 147.36
151,804 | 93,001 2,302 56,411 104,072 44,216 123.11 92.77 140-u 102
162,324 | 95,478 [ 3,107 [ 63,739 1346 3,346 ss.o7 | es.34| 1811} 05
9,081 | 5,205 115 3,671 2,314 2,314 94.50 |  80.65 1”-%6 118,30
8871 | 4,205 108| 4,58 Ny 38 anl & 18| 17
135,606 | 48,208 | 1,828 | 85,745 o172 151908 Sem| sa| me| en
43,631 | 23397 | 1.162| 19,072 15,667 15,421 144,77 | 108.33 | 160.95 y
28,161 | 17,523 890 9,748 1,226 8 ) 29.52 127.26
w1 | &ui| 20m| 36801 e - e R et | 1
g ; . j .95 . i
weos | wus | 22| s YA JRTY V'Y I— 108,02 ne| B8 e
47,525 | 18,884 519 | 28,122 2,469 2, ) g_g 68| 1282 ﬂ:.a':
128,800 | 81,150 | 3,065 | 44,585 1,074 1,914 61 1s.87| 92.27| 181781 o
113,580 | 50,243 1,858 | 61,679 : ] loe7z| e.c0| 102.00| 183
30,790 [ 20,071 751 | 18,968 14,891 14,470 21 N2,z | one2| 1074} MO
124631 | 83.324| 1,965 | 39,342 ; 1,738 533 89.67 | .92 | 125.82
101,647 | 66,614 | 2,213 | 32,720 5,392 5,256 136
- 19,512 7.078 12,439
8,271 | 3,900 150 4,212 13,983 10,320 3,854
16,324 | 8,009 232 7,183 3,409 3.155 254
5,456 | 3,613 179 ,764 11,778 11,696 82
5,328 | 3,004 166 1068 9,414 T (S
77,328 | 38,418 %3 | 87,917
25,804 | 12,636 a5 | 12,788 767 2
385,851 | 170,208 | 4,265 | 211,378 1,414 T (L
147,003 | 81,262 | 3,847 | 61,894 1 410 131
8,158 | 5,007 64 1907 426 P I
129,170 | 54,908 | 2,483 | 71,779 8,835 7,105 1,730
2ey 8| fhahor)  m i Bl Table 6: e sged
regon ... = ! ' ! 55,860 37,500 18, : o e
Ponnsylvania....-.....-......... 184,257 | 66021 5,031| 73,205  North Carolina. 13,600 [ 13,601 | Supplemental "}"“"ty ‘“c:’e'::ivgzr Statead.
7,084 203 8,545 e 13.% 13,288 | 28 blind, and disabled: N“mber: p:::mmd wtﬁ amount,
46,941 | 1,96 | 30,096 7,946 70046 | ministered supplementary paym
5,759 121 3,108 2,458 20458 |01 1974-75 1
81,033 | 1,784 [ 54,402 17,503 14,308 3,106 :
192,862 | 3,991 | 76,432 State sup-
3,601 176 5,390 Rhode Island 1,676 1,165 511 Number of persons plementsa-
43080 | 1,373 | 2046  Soutn Daxots T T[T 5 Period o
' » ’ u akota %
el M| wE fmee ] I " i it S ol e b
agfgg; 894 2:123 "g% 914 IZIZIZZZI;_;;
: : ; 701
4 7 73 "658 Co ) N N 04 | 234,088 | 0,738 | 91884 i
e West Virginia 50| 408 |t 080 | ZLETO|  $iose | soos| 10200
1 Includes persons with Federal 88I payments and/or federally adminis- Wisconsin_._ 7,148 3333 | 3,815 '930 101,739 5,742 | 80,449 g'%
tered State sugplcmenuﬂon, unless otherwise indicated. Wyoming___ 230 223 ‘648 | 190,063 5,600 316 10650
1 Data for Federal 8SI 'pnymenu only. State has State-administered 50T o e S P L 65 15 50 "045 | 193,680 6,049 | 100,31 11,109
mPBlomentltlon but data for such payments are not available. = ‘644 445 5,970 | 100,757 et
ata for Federal BSI payments only; State supplementary psyments ‘g3 | 192,251 5,867 | 101,775 y
not made. 1 Excludes psyments for State supplementsation under Btate-administered ¥
D ochades. fodarsliy sdmisistered Bate supplementary ts that e 194,826 | 5,842 | 104,668 il
cludes lederally” suppliemen L) en o ¥
represent underpayments for months before Ottober 1974 for Tlinols and January....-------- m:ﬁg 194,112 | 5,762 105.3% }} 310
before July 1975 for Bouth Carolina snd Utah. State supplementation is 064,| 103, 5,744 | 105, 14°579
currently State-sdministered in these States. ‘o12'| 108651 | 5,626 | 110,735 '857
'm 1“:“1 5'513 114,104 14,

' - Administration by individus] States.
L;lnd:?ir:upgr&g 3‘5&'@: sﬁ:l?x es optionsal supplementation data for
M i 1974 for North Dakota; November 1974 for Florida; dsta

5 not distributed by reason for bility. s
lnﬂ%‘s&‘;ﬁﬂy&ﬁu for State supplementation :‘éﬂl I:Xu'ﬂly admi!
tered programs.
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Table 7 . Suppl ity i :
: pplemental security income for the aged
sabletr: Number of Persons receiving S‘g.te:

blind, and ddi y .
administered sup ementation and total and average amo
by State, May 13)75 1 : 7

unt,

—

! Total Aged l Blind |Disabled
e —

Number of Ppersons

St
316,263 196,581 5,578 114,104
St ol OB
28,811 25,448 361 3,002
501 1,859 84 1,568
,88 1,629 2 234
32,438 22,767 182 0,489
9,877 3,746 114 6,017
2,106 1,091 31 984
2,930 1,200 4 1,616
6,022 10,305 591 ,028
9,073 6,982 125 2,866
3,034 1,328 48 1,658
57,507 47,801 ,628 8,078
6, 2,532 3,672
3,307 1,816 139 1,352
31 4 1 26
10,233 5,716 506 4,011
572 316 5 251

ahoma_ -l 72,645 51,162 708 20,777
Oregon____ 4 ,128 8,856 10,763
8outh Caro] 809 497 32 280
Virginia_____ H 3,085 1,515 118 1,432
West Virginia_ . 12

Total amount (in thousands)

Total $14,657 | $7,033 $317 $6,406
Alabama 1,136 940 15 180
Alldaska 1138 -xg ® 5 90

zona e 5
Colorado_ 1,338 862 11 466
Connecticut 754 279 8 467
Florida.__ 99 1 54
Idaho 1056 39 1 65

1linofs____ 3,660 884 39 2,736
Kentucky 770 535 [ 228
Minnesota___ 186 85 99
Missouri 2, 1,641 114 339
Nebraska____ 81 7 160
N ew Hampsh 148 58 7 83
iy s S Rl SR BN
Nort! 1,158 646 471
North Dakota__ 14 ® 7
klahoma 1,885 1,304 19 562
Oregon 569 35 324
Bouth Carolina_ 64 40 2 23
Virginia 113 62 4 47
West Virginia 1 ® ®
Average payment
$46.34 $40.36 $56.87 $56.14
30.41 36.95 42.40 59,06
50.86 ' 44,65 59.17 57.81
73.19 81.50 () 20.11
41.24 37.84 57.79 49.07
76.34 74.48 67.27 77.87
46.85 39.80 37.68 54.96
35.92 30.35 29.88 40,45
77.99 85.80 65.99 75.96
77.19 76.69 48.40 79.65
61.30 64.00 49.44 59.48
36.34 34.25 69.87 41.08
38.98 31.99 44.45 43.58
44,68 32.15 47.53 61.23
13.18 112.97 82.73 117.31
24.65 23.39 ® 26.37
25.95 25.49 27.25 27.04
28.26 24.19 49.31 30.15
79.62 79.75 66,72 80.87
36.91 41.08 30.91 32.99
27.48 27.00 ® ®
1 Data roJ)omd to the Social Securi Administration by individual
Btates. All data subject to revision. Exclu, s optional supplementation data
for Maryland, k
? Less than $500,

# Not computed on base of less than $500.

Table 8:

By =

Supplemental security income for the aged,

blind, and disabled: Number of persons receiving federally

e 9:
oo g Supplemental security income for the aged,
blind, and disabled: Number of persons awarded fedglrsally
administered payments, by reason for eligibility, 1974-

administered payments and total amount, by reason for
o July ada Period Total Aged Blind Disabled
Payments (in thousands)
98,506 207 86,684
36 67,546
n for All Federal | State sup- 95755 1-368 a0
eligibility persons Total B8I plciﬁ:nlm- ﬂ;{?g l :g: a{,’g
. .
1686 497 33,970
341498 150 13,254
4,204,830 | $483,055 | $375,174 $108,782 :
51,568 ¢ i
2,312,031 210,207 mg%g .50 s b i
1.818.787 z;glgg 208,422 54,449 N o e

! Excludes payments for State supplementation under State-administered
programs,

1 ailable separately for each month.
! B:a ::: ::uunble for January-April 1975.

g 3 o 5 E]

H] ’

November 1975. Vol. 38 No. 11.

U.S.G.P.0. Washington, D.C.
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Table 10 : SUMMARY OF STATE SS| SUPPLEMENTATION FOR THE AGED, EFFECTIVE JULY 1, 1974

Monthly State supplemental yments to aged recipients with no table income and no special needs are shown below able 10 Cont.: 1974—Continued

inn umn, “stg € payment amounts.’’ SLto Jwymont amounts may actually vary for individual recipients because of T ‘SUMMARY OF STATE SSI SUPPLEMENTATION FOR THE AGED, EFFECTIVE JULY 1,

special needs gaymonts made by the State under former or current State programs. The supplement is shown as “‘none’” N

mm«al’ ase payment equals or State q or Ppayment levels for recipients without State payment amounts 1 A

Recipients e
s s transferred Newly eligible
State payment amounts 1 Administration of ipients
e smTlsupplemem from State rolls  recipien!
s 0 ecipien . e Indi- Indi-
Administration of transferred Newly eligible d : i i C
State supplements from State rolls reclypien State g,'.; = Optional ~ State payment categories viduals Couples viduals Couples
b iz S e maitai iy
Manda- Indi- Indi- R 1 si4 $21
i i i S : - Living independently______________ LIL S 73
State tory Optional  State payment categories viduals Couples viduals Couples Michigan.-.... .. ... Federal .. Federal. : ;vmuh S of i s 73 2{; 7.‘2, 2};
. Domiciliary care....______ -
Alabama__.______._._State ____ State__.__ Living independently....______ None $11  None $i1 Personal care____ - 132 33'7 13,2 337
In nursing or foster care home. ...~ 184 281 254 2g) In home for aged______2"11 717" o R
Masks..__..___.__.. Stat...... Stato...... Livng indopendenty and sctel e | PR Federal . State__. Living ndependerily .~~~ e e
= 4t Mississippi.. - Federal__ None..__ Living indep 2 None None None ~ None
Lesthan 5. 3900860 T 39 66 e --- State____ State._._ Living independently_ ___~"""""""" 1150 2300 2150 2300
$35 or more...._____" 104 131 104 131 Missouri. . ... In licensed domiciliary nursing home.. 2 2800 2200 240
e A t?om a_n?k boarge (izdivldual)- * N104 S) NIM ¢ In licq!‘s:dhprl.cllcal or professional 200
- State_____ el ving independently.._.__ - None one one one . nursing home.

Federai__ None_ . Living. inderrendently. - None 10 None  None Federal . Federal__ Living independently. _._._________ None Ntl’;'f “025 ‘N‘m

Federal. . Federal léi'v'lti_na independently. . : g% Montana.._.......... e dult L?s:er care home or home for 49 4

i Out-of-home care.. disabled.
In household of another 228 : ; chlnsed rest home with boarding 4 81 4 81
gt - , i g nog n
* ndepen: eeees
Living independently 111 Nebraska............ State_ e State. .. |..5';'J.’uu.| apnd essential perso ’1;2 P l(;g :1;2 s ‘S?
Living independently . 67 Sy Room and board. ........ 369 2209 269 3209
Livin rdependently Nage 2 . Adut foster home. ... AL Sl 79
ivi ependently . _ .
Liig odapendosi gpe Note  None e T TR et i P B R
g " 3 omiciliary care_. __.____

: 1 78 'OmicH . 9 24 16
Conrgn I27 Fodarat - Nona: - Liing ndependonl : ! | e e O i~ & o B o
Haw --- Federal. . Federal__. 'l'ivi'"' '"g:d"',"w"; 2 % 5 4 et 5 - Individual in supervised living ar- a0 47

N housshold of & e - Y S - - rangement. 7 : 3% © 3
In public housing. e 6 9 6 9 ] o » iving independently_-=:_____._._- -~ 36 31
Wi:;I inolw?h spouse in household 8 ¢ 8 @ New Jurs‘oy_.......f_ Fod_erflj. Federal.... IL.ml:‘g GI:’: bt;:t:'%inl "E'em" 16: 131 1(‘): 1§é
4 L . o ; Pty use e L
WI&' ineligible spouse in own house- 87 @) . 7 @ 2 : 4 a::'ﬁ ;’;ﬁe'ﬂ ;:ﬁ)_r_ ks 5 ;g Zg 2
ni . 1 y 2 Uith others (3 or more None  None
:: ddgmm ::;: {l- L S {‘5’5 g;; {gg g;; New Mexico......_.! State__._ None____ Living Indepengengy Noze No;g o %
In domiciliary cars |1 <! 26 Uk e’ %ot New York..____""_ Federal. . Federal. LS s andendy.. 7 8 2z
[ SR A State._.._ State..._. Living independently. ..} ik B 30 : ; g In housshofd.of a60the 14 35 14 35
Hlinois._ -- Federal___ State_.___ Living independently. 3 29  None 29 None Congregate care:
Indiana_ -- Federal___ None____ Living independentl None  None  None  None Level i: . an
L S S Federal... Federal___ Living independently_ None  None  None None ! ETa S KRR SOLOL ) B3 134 341 134 2
Living with' dependent person . 73 (? 3 @ Area B ... 79 231 79 £
Inhliconsod adult foster or boarding 44 81 4 181 Y AreaC.. ... 1 zgg gg} z'g &
ome. f e T e Rt
Custodial care (iconsed private 104 301 104 . ap , po iR 4 AT it
lns{:giﬁv'llfo home (spproved by 34 161 U g : N B s amasse 469 1 A e
. ] g AreaC ...
Living independently_...______ 57 23 None None ¥ . i None None None None
= (oS ot geodont ity (rontie” 'om®  None  Nome  None PRSI sy T Wi neleiie sposss or essential Y gt ®
Clase - 9 oz a g Domicilary group care (nontite 2113 2209 2113 2299
RS 4l A b XIX). = - 141
St % ) o Attendant care at home 279 241.. 278
Class 1] 61 - 165 g 195 ttend: None None Nome  None
i S R T T State___.. Living independently
Inﬂlii:‘e.l:;ed mini 23119 23 119 - ??J:m_- e Living ”ﬂ"”‘"ﬂ:g}}’,’ None  Nane  None None
RSt B oz e M Emheeo R State_.... iving indepen|
: ¢ 2:’:35;’,’ igible spouse. _. gg (,)53 g 53 s * In ho%suholq of another. e il }3 ;3 }8 gg
- Federal_._ None.___ Living independently. . - None  None  None Wono : '“a';:"')'."y:;:‘r:{? s A 1
--- Federal.. Federal_ Living indépendently. . - 10 15 10 15 Meals at restaurant...__.__._______ " 30 ‘sg :{9 ?(71 ‘
ﬂ'ﬁ:ﬁww’m’“i} £ g {% g }% © Oregon. uoo..oiloc State... State. . . Living independently.......... By 51”7, (1;) 90 @)
foster orlcansed boarding o 12 64 201 g ghe i With ineligible spouse or essential
home: I1__.____" ] person. 20
Maryland.__..__.___.. Federal .. None_.__ Hf&?mﬁuy-..;-'_::;::; None NE:: Nm’ng ant?ol Pennsylvania__...____. Federal .. Federal.. Living '"ge&egﬂ’:“zﬁ;; """"" . S S 30
Massachusetts_____""" Federal__ Federai Living indepe y-.. - 123 191 123 191 5 : v'l'im°;'3:ss°enml GOSN o 30 45 None  None
fhmdm' of anether i gg %gé g . }2 With 1 essential person in household 30 45  None  None
S —— e S T S - Pl BRI
Domiciliary cars,....___" 77777777 1% 465 1% 465 Rhode Island....... o Yit:houselold of ARGHNEE. - oo 3 76 No::: Nozg
South Carolina_.__..__ ---- Living independently No:: Nm]'f None  None
« South Dakota_ . Living independantly None None None  None
-Tennessae._. . None None '(:‘v’::g :335333353:1'; Ngne None  None None 5
‘ 1 Foderai. - None.... Living independently None None None . None
* The following tables are taken from, Congress of the United States, 3
Joint Economic Committee, Subcommittee on Fiscal Policy, Studies in ‘
—————t
Public Welfare, "Handbook of Public Income
M

Transfer Programs. 1975"
U.8.G.P.0., Washington, D.C. pages 135-139,
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Table 10 Cont.: symmary o staTe SSI SUPPLEMENTATION FOR THE AGED, EFFECTIVE JULY 1, 1974—Continued

State payment amounts 1

vy 3 Recipients s
Administration of transferred Newly eligible
State supplements from State rolls recipients
Manda- : 5 Indj- Indi-
State tory Optional  State payment categories viduals Couples viduals Couples

9 1 41
- T

114 126 114 126
134 146 134 146
23 29 23 29
78 114 78 114

tial person.

In custodial care facility:
Licensed. . ... iy 84 241 84 241
Cintinliceagge T Tl 59 181 59 191
s, L TR TR State._.. None___. Living indi dently 6 None None None
Washington..____ . - Federal.. Federal._ Living independent|;
Area 1. RE SRR - 30 33 30 33
.............. > 16 6 16 6
other: Areas 1 12 14 12 14
a 5 b
With ineligible spouse or essential .
person:
e 106 106 )]
Ll kil - 79 79 )
With ineligible spouse or essential 14 ) ® )
person in household of another:
Areas 1 and 2.
Board and room: Areas 1 and 2. ____ a3 71 3 71
b Adult family home: Areas 1 and 2. 56 186 56 186
West Virginia_________ State ____ None____ Living independently_._________ " None  None None
Wisconsin, . _......0 = Federal .. Federal__ Living independently___ 2 70 110 70 110
In household of another 118 75 118

Wyoming..._..__.____ Federal__ None..__ Living independently.. -~ 7T None  None  None

1 For total pavment to recipients, add Federal SS| rlymen! of $146 for individuals and $219 for couples, except if living
“in household of another™ add reduced (because of income in kind—room and board) Federal SSI payment of $97 for
individuals and $146 for couples. In the case of transferred recipients with essential persons, an additional Federal pay-
ment of $73 (reduced to §49 if living “‘in household of another™’) will be made which may reduce the State supplement.
(All payment amounts are rounded off; e.g., 51 cents or more is raised to $1.) The amounts specified in this table are
basic amounts and may be further supplemented on a special needs basis in some States, or may be based on specific
shelter allowances, or subject to special exceptions or to special provisions for tial ."" In North Dakota and
North Carolina, supplementation of aged persons living ind pendently is opti y ies. Texas has no mandatory
or optional I tion; it was pted from the yp ion b of State constitutional barrier. Rate
sc;':'dultcs are subject to change over time. For further details see source or inquire with State agencies.
0.

2 ,

2 Not l.p plicable.

Source: U.S. Department of Health, Education, and Welfare, Social Security Administration, Bureau of Supplemental
?;;zmty Income for the Aged, Blind and Disabled, “Summary of State Supplementation and Medicaid Decisions,"* June 26,

£

Table 11 :  summayoF STATESSI SUPPLEMENTATION FOR THE BLIND AND DISABLED, EFFECTIVE JULY 1, 1974 1

| ts to blind and disabled recipi with no ble income and no special needs are shown below in col ‘‘State payment to blind (gisablgp)." State pay-
IM:;:"::!'yagm:tiugngl;rn’::'ig:‘llyp:aw‘;:r irtn?iivit;'ual.;locipients because of special needs |1ments made by the State under former or current State programs. The supplement is shown l; rl»qna wl:‘gn ;ﬂeul{
base payment equals or exceeds State minimum required or optional payment levell.:s or recipients without special needs. Payments to couples may aiso vary when the category (aged, blind, or disabled) o

eligibility of the spouses differ.

State payment amounts to blind 2 State payment amounts to disabled 3
5 Recipients transferred Newly eligible Recipients transferred Newly eligible
AS?;’(‘:“:?;;%:’D’:&‘:I’B from State rolls recipients from State rais recipients
State Mandatory Optional  State payment categories Individuals  Couples Individuals  Couples Individuals  Couples Individuals Couples
e e d None
...... State______ Living ind P Y- -- = None $31 None . oo Noge e
I Nursing or foster cars home. -~ o : 181 e o 2 B R g
---- Federal____ Living independently_.__.___ i B 119 311 114 271 114 271
And without cooking facilities. ll}l? g}; % 347 137 347 137 347
o 124 a1y 124 3lg 9% 229 9 29
Disabled minor i house of 0 0) ® © © ® v
State....... State Living Indogendantiy e 2 al . % 1 i R
Colorado...........__._ State..._._ State_____ ving Indi ¥ 3 17 0 174 0
e s pucsta s % s Y v Qg 8225 430 -
Delaware. ........_... Federal. ... Federal.... Living independentiy i 8 8 8 Nogg m; Nogg ?g
i ml‘llt fostercare. ... .0 one 69 None - None None None None None
T Fodeal: 1. Liing indep ey e 18 36 8 36 None None None i
— e P.‘o' e bty 3 18 36 18 36 None None None None
Living with dependent person_._________ 91 Q O
Ln Llu syg‘ :dc{lllxt foster o:l bo'ar;"n lhomo. . ’& N 181 2} @ 181 E * 181 E " 181
u are private fac| “ 301 104 301 104 1 104 1
In family life home (approved b tal
Massachusetts. ...____ Federal ... Federal___. Living i gdgpendonté.”i._ o - 146 3 % §§§ li’g }% 13 }‘7;;
Shared living expenses. .~ 146 36! 146 365 51 175 51 175
Livmg in household of another._ 195 438 185 438 83 170 83
Boarding...._____ 146 365 146 365 59 175 59 175
. Domiciliary care. 146 146 365 202 477 202 an
Missourl...........__._ State__.____ State._.._. Living independen 1) SR None 10 None 10 None None None None
In licensed domiciliary nussing home____~~ 3150 3300 2150 3300 3150 3300 3150 3300
mhomo of prof nursing 3200 3400 3200 3400 3200 3400 31200 3400
Nevada Federal____ Federal.___ Living independent! i 9
g:, h\;gﬁ,ehoﬂl of anothe; I?B San l?g 5:113 5:5 5’2 5:)
Y 'miciliary care_.__ 1 291 109 291 Y 0 Y
North Carolina_.______ State....___ State_....__ Living independentiy... - Noy N
With ineligible spouse or essential person 10 (¢ 0 No{:oe (‘)Nono Non: [0} by ey (I)NM’
Domiciliary grouf care (non-title X/X). 31113 3299 2113 3299 1113 3299 3113 3299
ttendant care at home.._______ 94 311 4 311 279 i6 379 36
L SR SR State_.._.__ T e lv.ll‘v;ihn ier;ggig'endemly i 37 29 29 17 17 17 17
3 ; neligible spouse or essential person__ 10:
ﬁou;h Carolina..._____ Federal____ State_______ Living independently___ st Nrmz o 1 Ngr?ez 9 one Nov?g G one None i None
tah.... Federal____ None_ ... Living independently. None 43 None None None None None None

1 For States not listed, the blind and disabled supplement is the same level as for the aged in table 9, 3
» Table 10 displays the supplementation levels for the blind and disabled in only those Statps whey - ggt'a"épncnm.
B supplemental payment lavels to these recipients differ from the lupplyomonh to the aged. 8 Same as foraged.
O source and footnotes, see table 9. ® Nevada has had no APTD program.
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HEALTH CARE PROGRAMS

9. MEDICARE--HOSPITAL INSURANCE*

A, Legislative Objective: To provide basic protection against costs
of inpatient hospital and certain post-hospital services for eligible
individuals,

B. Governing Regulations: Title XVIII of the Social Security Act.

C. Administering Agency: The Social Security Administration of the
Department of Health, Education and Welfare, with the assistance of
other Federal agencies, state health agencies and private insurance
companies,

D. Financing: The hospital insurance part of the Medicare program is
financed by payroll taxes paid half by employer and half by the
employee, The tax rate of 0,9% (1.8%2 combined rate for employee and
employer) is applied to all earnings up to $15,300 effective as of
January 1, 1976, Self-employed persons pay 0.9% on tlie same amount,

E. Population Coverage: National coverage.

F. Types of Assistance: Insurance,

G, Uses and Use Restrictions: Hospital insurance benefits are paid to
participating hospitals and other medical facilities to cover the
cost of medical services provided to eligible individuals,

H, Eligibility Requirements:

(1) Categorical Requirements: The following individuals are eligible
to receive benefits: (1) persons aged 65 or over and receiving
or entitled to receive social security or railroad retirement
benefits, either as an insured worker or eligible survivor or
dependent of an insured worker; and beginning July 1, 1973, (2)
persons who are not yet 65 years old but have been entitled to
social security or railroad disability benefits for at least 24
consecutive months; and (3) persons under age 65 suffering from
permanent kidney failure,

‘Information for this program description was taken from U.S. Department of
Health, Education and Welfare, Social Security Administration, Social Security
Handbook, February 1974, U.S. G.P.0., Washington, D.C., 1974, and U.S. House
of Representatives, Committee on Ways and Means, The Social Security Act as
Amended Through January 4, 1975 and Related Laws, U.,S. G.P.0., Washington,

|
\
| | D.C., 1975, 1
| - |
\
|
I




(2)

(3)
(4)

- Bl -

In addition, Persons reaching age 65 before 1968 who had insuf-
ficient coverage for receipt of cash social Ssecurity or railroad

retirement benefits, are eligible for medicare benefits, Persons

1975 for men and 1974 for women) are also eligible, Persons 65
and over not eligible under any other provisionsg may buy hospital
insurance coverage by paying $45 per month (in 1976), Premium
payments are redetermined annually according to the following

formula: $33 x (the inpatient hospital deductible for the next
year divided by $76),

Income Tests: None,

(a) Treatment of Earned Income: Not applicable,

(b) Treatment of Unearned Income: Not applicable,

Asset Test: None,

Other Eligibility Conditions:

(a) Work Requirements: None,

(b) Citizenship: None for individuals with insured status, For
premium hospital insurance, the individual must be a resident of
the United States and either a citizen Or an alien admitted for
permanent residence who has resided in the United States for at
least five years prior to application,

(c) Residence Requirement : None,

(d) Institutional Status: No limitation, Persons residing in

institutions may qualify if they meet all other eligibility
criteria,

I, Benefits:

Determination of benefit amounts: Benefits are paid for most of
the reasonable costs of inpatient hospital care and post-hospital

for a benefit period, Inpatient hospital benefits are provided
up to 90 days in each benefit period, 1In addition, a 60-day
lifetime reserve of hospital days may be utilized whenever an
individual needs more than 90 hospital days in any benefit period,
A "benefit period" begins when an individual receives hospital

have been terminated for 60 consecutive days, In 1976, the bene-
ficiary is responsible for a $104 inpatient hospital'deductible,
a $26 per day coinsurance amount for the 61st-90th day of in-
patient hospital care, $52 per day for lifetime reserve days,

and a $13 per day coinsurance amount after 20 days of skilled

Je

K.

(2)

(3)
(4)

(5)

(6)
(7)
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nursing facility services, The deductible amounttislizgogiutige
d on the following formula: $40 multip i’ s

w2 ba::@n rate for inpatient hospital services o:r - ool

a::z:g;n:ezalendar year divided by $37,92, the average p

zate for such services in 1966).,

Relationship of benefit amounts to family size: None. Benefits

are determined on an individual basis.

: None,
Relationship of benefit amount to place of residence

ges: No
Relationship of benefit amount to costr:fbi::;gghctﬁz z:st s

« Benefit amounts a
au::::ii:e:::z::?ethus as these costs increase benefits also
me

increase,

to
Current benefit amounts: Benefit amounts vary according
medical service performed,

Comparison to Poverty level: Not applicable,

tibles

Benefits/Related Programs: Hospital insur:n:;viggzis o s
o ances and monthly premiums for uninsured in =
§:i:::§ by States under the Title XIX (Medicaid) program,

ly 24,2 million persons
be made for approximate
payment:lise::pigggd(;?s; Department of Health, Educ;ti;nsang gféffie,
;2cii;c8eczrity Bulletin, August 1975, Vol, 38, No, 8, U.S. G.

Washington, D.C., page 4).

Interactions with Other Programs:

Program Eligibility:

ram,
for enrollment in the Supplementary Medical Insurance prog

Program Income:

Since there is no income test, income from other

programs is untaxed,

Medicare beneficiaries are automatically eligible



C. Administerin ency:
Department of Health, gq

other Federal agencies,

Companieg,
I

F, Types of Assistance: Insurance

G. Uses and Use
Restrictiong:
Provided to eligip]  Benefitg pPaid are for
medical Bervicig. € persons by physiciang and oth::V::::II::vic:s
8 0

H, El;gibilitz Reguirements:

(1) Every individual who:

under Medi e (1) 1s eligible fo
enroll in :::e’ °F (2) has attaineq age 6; h:SPital insurance
supplemental Medical Insuranée 8 eligible to
: (2) 195922_12255: Noua Program,
(3) Assets Test: pope,

I#RTEny -

(4) Other El;gibilitz Conditions;

(a) Work Reguirements: None

[ oY e et 3 AR
*Infotmation for thi

Health, Educatio > Program description w
0 and Welf a8 taken from y,g,
Handbook, February 1974, Uf;f'csgcial Security Adninistratfgnnepartment of

of Representatives, o0e, Washington, D.C., 1974”a;E£%£%_§ESE£$£Z

Commit¢
Amended Thre h J €€ on Ways angd Meang eS¢ House
D.C., 1975, =Ruary 4, 1975 and Relateq Lawé,messogi;l osec,';tit Act ag
Qe GoF,0,, ashington,
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None, if individual is entitled to hospital

(b) Citizenship:
insurance; otherwise, individual must be a resident of the
United States and either a citizen or an alien admitted for
permanent residence,

(c) Residence Requirement: See citizenship requirement,

(d) Institutional Status: Institutionalized persons are not
precluded from enrollment,

Benefits:

Beneficiaries receive health

Determination of benefit amounts:
Excluded from coverage are

services covered by the insurance,
services:

(1)

(a) which are not reasonable and necessary for the treatment
' or diagnosis of illness or injury or to improve the
functioning of a malformed body member;

for which neither the individual nor any other person has
any legal obligation to pay;

(b)

which are paid directly or indirectly by a governmental
entity;

(c)

(d) which are not provided within the United States (except
for certain exceptions with respect to Canadian or Mexican

hospitals);
(e) which are required as a result of war;
(f) which constitute personal comfort items;
(8) where such expenses are for routine physical check-ups,

eyeglasses or eye examinations for the purpose of fitting
or prescribing eyeglasses, immunizations, hearing aids or

examinations therefore;

payments for orthopedic shoes;

(h)

(1) for the provision of custodial care;

for expenses of cosmetic surgery;

(&)

(k) where such services constitute charges imposed by immediate
relatives of such individual or members of his household;

for the care, treatment, filling, removal or replacement
of teeth;

(1)

routine foot care;

(m)
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(n) paid for
workmen’s com
pensation:
Z 11, MEDICAL ASSISTANCE PROGRAM (MEDICAID)*

(o) paid for by Federal employee’s health p

e
< prpgram; A, Legislative Objective: To permit States to provide medical assistance
to needy families with dependent children, aged, blind and disabled,

(P) performed f
Or or by an individ
stateme Vidual who hag
of cust::a Or requests for pPayment substan:;bmitted Fetue and to assist such families in achieving independence or self=-care
ary charges; or ally in excess through rehabilitation and other services,

(q9) which ar
e determined to be substantially in exc ' B. Governing Regulations: Title XIX of Social Security Act as amended;

Provider of the service or b C. Administering Agencies: The Social and Rehabilitation Service of

for 80 percent of the rear y DHEW administers grants to States, In 42 States and the District of

60 of covered ex esonable Columbia, the administering State agency is the same agency which

eficiary 1g L penses supervises public assistance. In seven States the responsible agency
ponsible, is the Department of Health, and in one State a separate Medicaid

(2) Relationshi '
of ;
deternined o= anb:::iiidazfu:ts to family gize: None, Benefi commission administers the program,
u asis,. 5 o Benefits ,
(3) D, Financing: Federal matching funds are expended on an open-ended
basis from the general revenues with the Federal share ranging from
(4) Relationshi of b 50 to 83 percent according to a formula relating state per capita
e T s enefit amount to cost of income to national per capita income
¢ expected to increase as i, of living changes: Bene :
services i il 5 ! il
T casonable charges" for In addition the Federal government pays 75 percent of the costs of
compensating and training skilled professional medical personnel and
the staff supporting such personnel of public agencies; 100 percent

(5) Current benefit amounts:

Varies accordin ‘
g to s
(6) Comparison to Povert e performed, of the costs of compensating and training long-term care facility
Yy Level: Not applicable, inspectors; 90 percent of the costs of development and 75 percent of
(7) Other Benefits/Relat d the costs of operation of management information systems; 90 percent
;;E“E;I;;;;;;z;—;;;_EL_EEESEEgg: The monthly Premium, ded of the costs of family planning services; and 50 percent of other
’ uctible . administrative costs,

unt :
8 under the Supplementary Medical Insurance

ro
Program may be paiqg under Title XTx (Medicaid)
In 33 States and the District of Columbia the total non-Federal costs

eligible under th
at program, for individualg
J. Cost and Caseload Inform l of medical assistance payments are met from State funds, and in the
disabled Persons will reation: Approximately 23.4 millio 20 remaining States, State and local funds are used to defray payment
fiscal year 1975 (0.5 D::azi;benefits estimated at $3,8 ;iffig OE and administration expenses,
Social Security Bulles ent of Health, Education PeE R
Washington, D.C.,u;i;:izf August 1975, Vbl.,38, No gn 3ng ngia;e, E, Population Coverage: All States cover recipients of Aid to Families
k& piC Bl L DR T 1 O with Dependent Children (AFDC); all but fourteen cover all aged,

blind and disabled recipients of Supplemental Security Income (SSI);
the other fourteen States limit coverage of SSI eligibles to persons
who can meet restrictive medical assistance standards., In addition,

K. Interactions with Other Programs:

Progr
gram Eligibilitz: No automatic eligibility

Program Income:
*j\o Doe
8 not tax away income from any source *Information for this program description was taken from U,S. Department of
g Health, Education and Welfare, Social Security Administration, Social

| Security Handbook, February 1974, U.,S. G.P.0., Washington, D.C., 1974, and
U.S. House of Representatives, Committee on Ways and Means, The Social
Security Act as Amended Through January 4, 1975 and Related Laws, U.S,

'
i
R —

GoP.0., Washington, D,C., 1975, Information on State financing and State
coverage were received on November 17, 1975 from the Medical Services
Administration of the Department of Health, Education and Welfare,
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32 States cover the medically needy persons who are aged, blind,
disabled or members of families with dependent children who are
ineligible for cash asslstance but can not afford medical services,

Types of Assistance: Formula grants to States,

Uses and Use Restrictions: States must provide for the cash assistance
eligibles: in- and out-patient hospital services; laboratory and X-ray
services; skilled nursing home services; home health services for
persons over 21; family planning services; physician’s services; and
early screening, diagnosis and treatment for persons under 21, States
are required to provide any seven of the services for which Federal
financial participation is available to the medically needy,

- Eligibility Requirements:

(1) Categorical Eligibility:

Applicant Eligibility: All States choosing to provide Medicaid
programs must offer medical assistance to all AFDC recipients,

States may choose to limit coverage of SSI recipients to those
persons who can meet more restrictive standards than those of
SSI, if these standards are no more restrictive than the medical
assistance standards of the State which were in force on January
1, 1972, Those 14 States limiting coverage in this manner must
offer medical assistance to aged, blind and disabled persons who
spend that amount of their income in excess of the standard on
medical expenses, All aged, blind, disabled persons and essential
spouses who were eligible for Medicaid in December 1973 retain
this eligibility status as long as they continue to meet the
December 1973 criteria,

In addition, States are required to cover all persons who would
be eligible for benefits except for an eligibility condition or
requirement specifically prohibited under title XIX,

States are required to submit State plans which Social and
Rehabilitation Services Regional Commissioners have the authority
to approve or disapprove., Once a State plan has been approved,
funds are awarded quarterly based on the State’s estimate of
funds needed to provide medical assistance,

Beneficiary Eligibility: In addition to the persons described
above for whom the States are required to give medical assistance,

certain States have chosen to include the following categorically
needy groups:

(a) Persons in a medical facility who are not receiving financial
assistance but who would be eligible 1f they did not reside
in such a facility, (30 States)

(2)

- K

(b) Persons eligible for but not receiving financial assistance
under AFDC or SSI., (12 States)

(c) Essential spouses grandfathered in as being categorically
needy in December 1973,

home or institution
Children under 21 residing in a foster
o and for whom a public agency is assuming some financial

responsibility. (32 States)

(e) All financially eligible children under 21, (18 States)

herwise covered

Those persons who are members of groups ot

- for cagh assistance whose income exceeds the cash aﬁsistance
standards but are below a separate "medically needy" eligi-

bility level, (32 States)

Income Tests:

needy: Income limits are the same as those set by
Sﬁ:gg:Z::ai%lFedele government in the cash assistance proi;gz)
for which the applicant is categorically eligible (SSI oi Dk
except in those States which use more restrictive medicadbase
tance standards., In these States, persons with incom::l gzr
the January 1972 medical assistance standard are elig d: -
Medicaid payments if they spend the excess income on mi cis
expenses, Also, any SSI or State assistance they receive

disregarded,

cally needy: Federal payments are not available to any
?ziily wzose income exceeds 133 1/3 percent of thelhiggei;e
‘amount normally paid in each State to an AFDC family : :
same size with no income or resources, Single individuals N
with incomes in excess of 133 1/3 percent of the high;st ;moil )
paid (or which would be paid if the State covered such a h:m y
to an AFDC family of one, are ineligible for"Federal matcibigit
funds, Thus, the State-set "medically needy" income elig y

levels must be within the Federal limit,

The income level for the medically needy must belas high as Ihet
most liberal payment standard since January 1966 or the leve la
which Federal payments become available., A lower income level,
related to costs of clothing and personal needs, is set for
persons in institutions,

(a) Treatment of Earned Income: See below,

(b) Treatment of Unearned Income: See below.

£ it is under the SSI
Categorically needy: Income is treated as

or AFDC program, whichever is applicable, Income is reduced 2372
medical expenses in those States which utilize their January

medical assistance standards.
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Medically needy: Total gross earned and unearned income must

receive all the disregards aplied
assistance programs, and medical
individual or family are deducted
eligibility for Medicaid benefitg

by the States under cash
expenses incurred by the

for purposes of determining

The income above the amount allowed as the "medically needy" level

must be spent on medical expenses

before benefits are received;

this feature of the program is known as the "spend-down,"

(3) Asset Test:

Categorically needy: Excludable resources and resource limits

are the same as for determination

of eligibility for assistance

under the applicability assistance category, with the exception
of those States returning to their January 1, 1972 medical

assistance standards,

Medically needy: Retainable resources must be at least as high
as the highest level uged in SSI or AFDC, whichever ig 8reater,
The allowable level of liquid resources must increase as family
slze increases, The 32 States which offer assistance to the

programs,

(4) Other Eligibility Conditions:

(a) Work Requirements: None,

(2)

(3)

(4)

(5)

(6)
(7
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£ ble,
Relationship of benefit amount to family size: Not applica

No recipients ever receive direct payments,

! : £it
' Relationship of benefit amount to place of residence: Bene

ided,
f differences in services prov

ts vary by State because o

2?222 of medical services, and types of persons covered,

: Some
Relationship of benefit amount to cost of liviqggpha:ge:ticaziy,
bet not all, reimbursement payment levels tend tolau ::tially i
r:flect cost of living increases; th;s i; ai:zr::szspin s
ty levels, Generally, though, ?
:Zi:%iE:Z;iityrates or eligibility levels require positive action

by the State,

ts (in 1973) for
nts: Average monthly paymen
gzirsgisgzzeZ;: 2§ogr over was $154, with money payment recipients

receiving $71 and non-recipients receiving $278,

Source: Joint Economic Committee of th: Uzi;egliZaizzog:ngzzzzger
. Fiscal Policy, "Handbook of Pu
gubcgizift?;7gn" S:udies in P;blic Welfare, Paper No, 20, December
. H)
3?081974, UeSe GoePo0Os, Washington, D.C., page 275,
]

Comparison to Poverty Level: Not applicable,

Other Benefits/Related Programs: Medicare,

Cost and Caseload Information: Medicaid expenditures in 1974 were

1 and
$11,7 billion (Department of Health, Education and Welfare, Social a

November 17
(b) Citizenshigz None, However, recipients may be pPermanent Rehabilitation Service, Medical Services Administration, ’

residents of, or legally admitted aliens to, the United

States, and most States also require recipients to be 12052+
peérmanent residents of the State, even though no "waiting K. Interaction with Other Programs:
period" is imposed, #

for any other program,
o Program Eligibility: No automatic eligibility y
¢) Residence Requirement : None,

}:4 ' y he popula—'
1ly need gt Begment: ofitt
Program Income: For the "categorica y
tion, income is taxed under the same procedures as SSI or AFDC °
s

whichever is applicable,

(d) Institutional Status: Inmates of public nonmedical institu-

I. Benefits: Payments are made to providers of medical services according

to reimbursement schedules established by the States within Federal
regulations,

(1) Determination of benefit amounts: Benefits are medical care j
services which are énumerated in the State’s pPlan for which -
payment is made on behalf of eligible beneficiaries,
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HOUSING PROGRAMS

12, LOWER INCOME HOUSING ASSISTANCE PROGRAM* “

A. Legislative Objective: To aid low-income families in obtaining decent, h
safe and sanitary housing in private accommodations and to promote
economically mixed housing through participating owners, developers I
and Public Housing Agencies, /

B. Governing Regulations: Housing Act of 1937, Section 8, as amended by /
the Housing and Community Development Act of 1974, Public Law 93-383; !
88 Stat. 662, 42 U.S.C. 1437f, |

C. Administering Agency: Housing Production and Mortgage Credit/Federal f
Housing Administration, U,S. Department of Housing and Urban Develop-
ment,

D, Financing: Annual Federal appropriation,

E. Population Coverage: Nationwide,

F. Types of Assistance: Project Grants,

G. Uses and Use Restrictions: At least 30% of the families assisted at f |
initial rent-up must be "very low-income families" defined as those
with less than 50% of the median income for the area. Project grants ‘
are made through contracts with owners of existing housing or prospec= ;
tive owners who agree to comstruct or substantially rehabilitate
housing in which some or all of the units will be occupied by low-
income families.

H, Eligibility Requirements: 1

(1) Categorical Eligibility Requirements: Initial occupancy is
restricted to "lower income" and "very low income" families,
The term "families" includes single persons in such cases
where: (1) the individual is at least 62 years of age or a
disabled person (as defined by the Social Security Act) or a
handicapped person; (2) where the individual is a displaced
person; or (3) the individual is the remaining member of a
tenant family, The term "handicapped person" is defined as
a person with an impairment that: (1) is expected to be of
long-continued and indefinite duration; (2) substantially
impedes his ability to live independently; and (3) is of such

*Information for this program description was taken from Housing Assistance

[ , Council Inc., "The Housing and Community Development Act of 1974: Implica-
' tions for Rural America," October 25, 1974, Washington, D.C., and U,.S.
|‘ Department of Housing and Urban Development, Housing Production and Mortgage
| i Credit, Federal Housing Administration, Notice HPMC-FHA 74-44, "Income
; Limits, Sections 8-235-236," December 24, 1974, internal memo to all
L Regional Administrators, Area Office Directors, Insuring Office Directors,




(2)

i T

a nature that such ability could be improved by more suitable
housing conditions. The term "displaced person' means a person
displaced by govermmental action or natural disaster,

The Department of Housing and Urban Development will provide
subsidy funds under one of several possible contracts arrange-
ments., The Secretary may contract directly with an owner or
prospective owner, or the Secretary may contract with a Local
Housing Authority which may in turn make a contract with the
owner or prospective owner, Owners of new or substantially
rehabilitated units are defined as any private person or
entity, or public housing agency having the legal right to
lease or sublease the unit.

For new construction or substantial rehabilitation HUD can
contract directly with the owner or prospective owner or with

the Local Housing Authority (LHA). The contract for assistance
payments to the owner must be for at least one month, but no
more than 20 years (except for projects financed, guaranteed

or owned by a State agency, in which case the contract can be

for up to 40 years), The contract with the owner shall indicate
that ownership, management and maintenance responsibilities shall
be assumed by the owner, except that it may be subcontracted to
a public housing agency or other entity acceptable to HUD,

For existing units the contract for assistance payments is
restricted to 15 years, The sole right to give notice to vacate
is assumed by the public housing agency with the owner having

the right to make recommendations to the Local Housing Authority.

Up to 100% of the units in a structure may be assisted under
Section 8, Housing assistance payments can be made only on
occupied units, However, payments may be made for unoccupied
units for a period up to 60 days when a tenant vacates a unit
before expiration of the lease or where a good faith effort is
being made to fill the unit,

Income Tests: For lower income families under Section 8 (those
whose income does not exceed 80% of the median income for the
area), the income ceilings for various size families in each
area have been calculated as the following percentages of the
1974 estimated median family income:

Persons
per Family 1 2 3 & 5 6 7 8+

Percentage of
Median Family Income 50 64 72 .80 ./ 85 @90 95, ;100

(3)
(4)

MR 3

For "very low income families" (those whose incomes do not
exceed 50 percent of the median income for the area) the
following income ceilings have been calculated as a percentage
of the 1974 estimated median family income:

Persons
per Family 1 2 3 4 5 6 7 8+

Percentage of
Median Family Income 30 40 45 50 54 58 62 66

Recalculations of the median incomes for each area are to be
prepared annually as soon as appropriate data are available,

(a) Treatment of Earned Income: Income is defined as income from
all sources of each family member residing in the household
without deductions or adjustments,

(b) Treatment of Unearned Income: See (2a) above.,

Assets Test: None.

Other Eligibility Condtions:

(a) Work Requirement: None,

(b) Citizenship: Nome,

(c) Institutional Status: Not applicable,

(d) Residence Requirement: Must reside in a housing unit covered
by the Section 8 housing program,

I. Benefits: Benefits take the form of subsidies to cover the difference
between the family contribution for rent and the unit rental.

(1)

(2)

Determination of benefit smounts: The rent to the owner cannot
exceed the fair market rent by more than 10% (20% in certain
special circumstances)., Fair market rent levels are determined
annually. The family must pay at least 15%-25% of gross income

as their contribution to the total rent. Large very low-income
families and those with exceptional medical expenses will pay 15%;
other families pay 15% to 257 as determined by HUD, The Secretary
must take into consideration the number of children, level of
income, and extent of medical and other unusual expenses,

Relationship of benefits to family size: In determining the

percentage of gross income which the family must contribute to
rent, the size of the family is taken into consideration,
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(3) Relationship of benefit amount to place of residence: Must reside
in an approved public housing unit in order to receive a benefit,

(4) Relationship of benefit amount to cost of living changes: Adjust-
ments to the rent to the owner are authorized on an annual basis
or more frequently to reflect changes in the fair market rents,
Additionally special adjustments can be made to take into account
increases in operating expenses due to increased property taxes,
utility rates, and similar costs,

(5) Current benefit amounts: Vary from family to family,

(6) Comparison to poverty level: Not applicable,

(7) Other Benefits/Related Programs: Section 202 funds may be used
to finance the construction phase of such housing projects that
are sponsored by non-profit organizations and assisted under the
Section 8 Housing Assistance Payments Program, Section 8 allows
financing by any of the programs authorized under the National
Housing Act, which includes Section 236.

Cost and Caseload Information: Grants in fiscal year 1975 amounted

to $900 million., Estimated fiscal year 1976 obligations total
$662,300,000.

Source: Department of Housing and Urban Development, November 13,
1975, It is estimated that a maximum of 400,000 housing units could
be made available to eligible families,

Interactions with Other Programs:

(1) Program Eligibility: No automatic eligibility for other programs.,

(2) Program Income: Income from all other programs (with the excep-
tion of the Food Stamp program) in excess of the allowable income
limits results in loss of initial benefits under the Lower Income
Housing Assistance Program,

.

13, CONSTRUCTION LOANS FOR HOUSING FOR THE ELDERLY AND HANDICAPPED*

A,

B,

Ce

D.

E,.

F,

G,

H.

Legislative Objective: To provide direct Federal construction loans
for housing projects to serve elderly and handicapped families and
individuals,

Governing Regulations: Section 202 of the Housing Act of 1959,

12 U,S.C. 1701q as amended by the Housing and Community Development
Act of 1974, At the time that Section 202 funds are approved, Section
8 funds will be set aside, The Section 8 Housing Assistance Payment
Program was authorized by the U.,S. Housing Act of 1937 as amended by
Section 201 of the Housing and Community Development Act of 1974,
Participation in the Section 8 program is required and approval of

the Section 202 loan is subject to feasibility of a proposal under

the Section 8 program,

Administering Agency: Department of Housing and Urban Development,
Housing Production and Mortgage Credit,

Financing: Annual appropriations.

Population Coverage: Nationwide,

Types of Assistance: Provision of direct Federal construction loans
to a non-profit corporation or non-profit consumer cooperative.

Uses and Use Restrictions: Loans can be used only to finance the
construction or substantial rehabilitation of projects for the elderly
and handicapped. The housing projects must be designed to provide a
range of the following services: health; continuing education; welfare;
informational; recreational; homemaker; counselling and referral
services; as well as transportation where necessary to facilitate
access to services and facilities made available,

Eligibility Requirements:

(1) 'Categorical Eligibility Requirements: Applicants must be
non-profit corporations or non-profit consumer cooperatives
approved by the Assistant Secretary for Housing Production and
Mortgage Credit as to administrative and financial capacity and
responsibility.

Tenants include elderly or handicapped families or individuals,
defined as: (a) families of two or more persons the head of which
(or his spouse) is 62 years of age or over, or is handicapped,

or (b) a single person who is 62 years of age or over or who is

*Information for this program description was taken from the Federal Register,
Wednesday, August 20, 1975, Vol. 40, No. 162, pages 36536-36543, In addition,
numerous unpublished HUD internal memorandums and reports were utilized,
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handicapped. A "handicapped person" is any person having

an impairment which is expected to be of long-continued and
indefinite duration, is a substantial impediment to his (or

her) ability to live independently, and is of a nature that
such ability could be improved by more suitable housing
conditions. A person shall also be considered handicapped if
he (or she) has a disability attributable to mental retardation
cerebral palsy, epilepsy, or another neurological condition J
closely related to mental retardation, or to require treatment
similar to that required for mentally retarded individuals,

Income Tests: Applicants must submit financial balance sheets
and statements of income and expenses for each of the past five
years. A minimum capital investment by the borrower of one-half
of one percent of the total HUD Section 202 loan up to a maximum
of $10,000 is required, in cash or in-kind,

Tenant families’ incomes at the time of initial occupancy may not
exceed 80 percent of median income for the locality as determined
by the Secretary with adjustments for smaller and larger families,

Income ceilings for various size families in each area have been
calculated as the following percentages of the estimated median
family income: .

Persons
per Family 1 2 3 4 5 6 7 8+

Percentage of
Median Family Income 50 64 72 80 8 90 95 100

"Very low income families" are defined as those whose incomes do
not exceed 50 percent of the local median income., These ceilings
are adjusted for family size according to the following:

Persons
per Family 1 2 3 4 5 6 7 8+

Percentage of
Median Family Income 30 40 45 50 54 58 62 66

I.

(3)

(4)

Sy

(a) Treatment of Earned Income: All earnings except the earnings
of eligible minors are included in countable income., In
addition to the exclusion of minor’s earnings, a deduction.
of $300 for each eligible minor is allowed., Eligible minors
are persons under 21 years of age related to the head of
the family by blood, marriage or operation of law excluding
spouse of head,

(b) Treatment of Unearned Income: Unearned income includes all
income, including that received by minors, (other than
earnings) from social security, disability, unemployment,
welfare or other sources, Unusual expenses for child care
or care of physically or mentally impaired dependents not
compensated for by insurance may be deducted,

Asset Test: Assets include combined assets of all members of

the household, related or unrélated, who will live in the unit,
Personal property such as furniture, clothing and an automobile
are excluded, Estimated value of real estate based on original
acquisition price minus any indebtedness is included. Outstanding
debts for food or medical expenses may be deducted., Cash on hand,
deposits in checking and savings accounts and stocks and bonds are
included, Assets may not exceed $2,000 in the case of non-elderly
applicants and $5,000 in the case of elderly applicants,

Other Eligibility Conditions:

(a) Work Requirements: None,

(b) Citizenship: None,

(c) Institutional Status: Not applicable,

(d) Residence Requirement: Must reside in a Section 202 and
Section 8 approved dwelling.

Benefits: Benefits to the builder include direct loans for construction

or rehabilitation of housing units at an interest rate equal to the
average Treasury borrowing rate on debts with comparable maturities
plus an allowance to cover administrative costs and anticipated losses,

Tenants benefit from the housing assistance payments provided under
Section 8, These payments make up the difference between the approved
rent for the unit and the amount the family will be required to pay,
which is not less than 15 percent or more than 25 percent of the
family“s adjusted income.

(1)

(2)

Determination of benefit amounts: Benefits determined on an
individual basis,

Relationship of benefits to family size: In determining the
percentage of gross income which the family must contribute to
rent, the size of the family is taken into consideration,
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(3)

(4)

(5

(6)
@))
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Relationship of benefit amount to place of residence: Must reside
in a Section 202 and Section 8 approved dwelling.

Relationship of benefit amount to cost of living changes: Contract
rents to the owner will be adjusted annually by the HUD established
Automatic Annual Adjustment Factor. ‘

Current benefit amounts: Not available, Program did not become
effective until September 1975,

Comparison to Poverty Level: Not applicable,

Other Benefits/Related Programs: Lower Income Housing Assistance
Program (Section 8).

Cost and Caseload Information: Congress authorized HUD to provide

$375,000,000 in loans during fiscal year 1976.

Interactions with Other Programs:

(1)

(2)

Program Eligibility: Eligibility for Section 202 benefits is

dependent upon eligibility for Section 8 benefits,

Program Income: Includes income from all other sources excluding
food stamps and housing assistance payments,

- Ty -

14, RENTAL AND COOPERATIVE HOUSING FOR LOWER INCOME FAMILIES*

A,

B.

C.

D,

E,

Fo

Ge

He

Legislative Objective: To provide private enterprise with an additional
means of developing good quality rental and cooperative housing for low

and moderate income persons by lowering their housing costs through
interest reduction payments,

Governing Regulations: National Housing Act, as amended in 1968,
Section 236, Public Law 90-448; 12 U.S.C. 1715,

Administering Agency: Housing Production and Mortgage Credit/Federal
Housing Administration, Department of Housing and Urban Development,

Financing: Loan insurance is provided through the special risk
insurance fund, Interest reduction payments are met through
appropriations from general revenues. Rents collected in excess
of basic rental costs are deposited in a fund for additional rent
supplement assistance,

Population Coverage: National coverage.

Types of Assistance: The program consists of a combination of
mortgage insurance and mortgage interest subsidy for housing lower
income families. The interest subsidy is paid directly to private
lenders to reduce interest to 1% to permit lower rents.

Uses and Use Restrictions: Mortgages must be used to finance
construction or rehabilitation of rental or cooperative structures.,
Projects must consist of five or more units of detached or semi-
detached row, walk-up or elevator-type structures which are primarily
residential, Housing site must be approved by the Department of
Housing and Urban Development., At least 20 percent of the units must
be allocated to projects for the elderly or handicapped and at least
10 percent of all funds must be used for rehabilitation projects.

Eligibility Requirements:

(1) Categorical Eligibility Requirements: To be eligible to apply
for and receive commitments for HUD-FHA-insured loans under
Section 236, a lender must be a HUD-FHA-approved mortgagee and
must be willing to receive monthly interest reduction payments
on behalf of the project mortgagors. HUD-FHA mortgage approval

*Information for this program description was taken from U.S. Department of

Housing and Urban Development, Housing Management, "Management of HUD-Insured

Multifamily Projects Under Sectionm 221 (d) (3) and Section 236," October 15,
1974; U.S, Department of Housing and Urban Development, “Income Limits,
Sections 8-235-236," Notice to All Regional Administrators, Area Office
Directors and Insuring Office Directors, December 24, 1974; and several
unpublished, untitled internal HUD memos.

T




(2)

(3)
(4)

Income Test:
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is not required in the case of State or local assisted projects
not involving HUD-FHA mortgage insurance,

Sponsore may include non-profit, limited dividend and cooperative L.
groups,

Eligible tenants include families or households defined as:

(1) two or more persons related by blood, marriage or operation
of law; or (2) a handicapped or elderly (age 62 or over) single
person,

On admission, adjusted family income generally
cannot exceed 80% of the area median income adjusted according
to the following table:

Persons

per Family 1 2 3 4 5 6 7 8+
Percentage of

Median Family Income 5047 64> 721048075585 .90+ 95 " 100

Tenants with incomes above the allowable amount are permitted
occupancy if they pay the full market rent.

Adjusted family income is gross annual income, less 5% (to account
for social security and other payroll deductions) minus earnings
of eligible minors (where a "minor" is a member of the family
other than the spouse of the head, 1living in the household) minus
a $300 deduction for each minor,

{a) Treatment of Earned Income: All earnings except those of
minors are included in countable income,
(b) Treatment of Unearned Income: Unearned income includes

Social Security, disability, unemployment compensation,
welfare, and other unearned income (except Food Stamp
bonus coupons), including that paid to minors,

Assets Test: Nome,

Other Eligibility Conditioms:

(a) Work Requirements: None.

(b) Citizenship: None,

(c) Imstitutional Status: Not applicable.

- 79 =

(d) Residence Requirement: Tenant must reside in a Section 236
approved dwelling,
Benefits: The benefit to the owner-mortgagor is a reduced interest

“ payment on an insured loan,

The tenant receives benefits in the form of increased availability of
housing at a reduced rent.

Determination of benefit amounts: The total amount of assistance
to the owner-mortgagor is based upon the difference between the
monthly payments for principal, interest and mortgage insurance
premium and the monthly payments for principal, interest and
mortgage insurance premium which the project owner would be
obligated to pay if the mortgage were to bear interest at a rate
of 1Z per annum,

(1)

The maximum mortgage is set at $12,500,000 with limited dividend
mortgagors eligible for 90% mortgages, non-profit organizations
and cooperatives eligible for 100% mortgage assistance,

A "basic monthly rental charge" is established for each unit based
upon the payment of principal and interest due under a mortgage
bearing interest at the rate of one percent per annum, The
eligible tenant pays this "basic monthly rental charge" or 25%

of adjusted income, whichever is greater., The rent paild may never
exceed the market rent for the unit (where the market rent equals
the cost of operating project plus payment of principal, interest
apd mortgage insurance premium)., In addition to the interest
subsidy, rent supplements may be used for low income families
with up to 40% of all units eligible for rent supplements, This
number has been administratively limited to 10% of all eligible
units. The rent supplement payment amounts to the difference
between the basic rent and either 25% of tenant’s income or 30%

of basic rent, whichever is greater.,

None,

(2)
(3)

Relationship of benefits to family size:

Relationship of benefit to place of residence: Must live in
a Section 236 approved dwelling in order to receive interest
subsidy assistance,

(4)
(5)
(6)
(7

Relationship of benefit amount to cost of living changes: Nome,

Current benefit amounts: Vary on an individual basis.

Comparison to Poverty Level: Not applicable,

Other Benefits/Related Programs: Rent Supplement Programs, as

described above, ‘

S T e ]
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Cost and Caseload Information: Through June 1974, 3,860 insured loans

for 416,954 units totalling mortgage commitments of $6,905,296,006
have been made, It should be noted that this program has been under
moratorium since January 5, 1973 and as such, no new applications are
being considered. ’

Interactions with Other Programs:

(1) Program Eligibility: Tenants are automatically eligible for rent
supplement payments,

(2) Program Income: Includes income from all sources (with the
exception of Food Stamp bonus amounts) in determining eligibility
for benefits,

w M-

15. RENT SUPPLEMENT PROGRAM*

A.

Ce

D.
E.

F.

Ge

He

Legislative Objective: To make good quality rental housing available
to low-income families at a cost they can afford.

Governing Regulations: Housing and Urban Development Act of 1965 under
Section 101 of Title I--Special Provisions for Disadvantaged Persons.

Administering Agency: Housing Production and Mortgage Credit/Federal
Housing Administration, Department of Housing and Urban Development,

Financing: Annual appropriations from the Federal budget,

Population Coverage: Nationwide,

Types of Assistance: Monthly Federal payment to owner of housing in
behalf of low-income tenants,

Uses and Use Restrictions: Housing units must be located in new or

substantially rehabilitated low-income housing owned by non-profit,
cooperative or limited-dividend organizations,

Eligibility Requirements:

(1) Categorical Eligibility Requirements: Eligible tenants include
low-income families and individuals who are eligible for public
housing and who are either displaced by governmental action,

62 years of age or older, physically handicapped, living in
substandard housing, or whose unit was damaged or destroyed
by natural disaster,

(2) Income Tests: Income may not exceed the maximum public housing
limit for the area. Authorized deductions include a $300
deduction per minor,

(a) Treatment of Earned Income: Includes all earned income
except that of minors (persons under age 21 related to the
head by blood, marriage or operation of law, excluding the
head of the household and his spouse).

(b) Treatment of Unearned Income: Includes unearned income of
all family members from all sources (with the exception of
Food Stamp bonus coupon amounts).

(3) Assets Test: Effective as of May 20, 1975, asset limits for
tenant eligibility for the non-elderly are set equal to the
dollar amount of the applicable income limit for the particular

*Information for this program description was taken from unpublished memos
from the Department of Housing and Urban Development and from The Federal
Register, Vol, 40, No. 93, Tuesday, May 20, 1975, Washington, D.C.




I.

Jo

K.

T

locality; asset limits for the elderly are set at three times

the dollar amount of the applicable income limit for the
particular area,

(4) Other Eligibility Conditions:

(a) Work Requirements: None.
(b) Citizenship: None,

(c) Institutional Status: Not applicable,

(d) Residence Requirement:

Must reside in HUD approved housing
unit,

Benefits:

(1) Determination of benefit amounts:- Eligible tenants must pay at
least 25 percent of their adjusted income for rent., The rent
supplement payment is the difference between the economic rent
of the unit and the tenant’s contribution. In no instance can
the supplement be greater than 70 percent of the economic rent
of the unit, As the tenant’s income rises, the supplement is
decreased to the point where the tenant’s income is sufficient
to pay the economic rent,

(2) Relationship of benefits to family size: None,

(3) Relationship of benefits to lace of residence:
HUD approved housing unit,

Must reside in

(4) Relationship of benefit amount to cost of living changes: None,

(5) Current benefit amounts: Varies on an individual basis.

(6) Comparison to Poverty Level: Not applicable.

(7) Other Benefits/Related Programs: Section 236, Rental and Coopera-
tive Housing for Lower Income Families,

Cost and Caseload Information: Estimated cumulative expenditures

through fiscal year 1974 amount to $400 million for a total of 200,629
units, It should be noted that this project has been under a morator-
ium since January 5, 1973 and as such no new applications are accepted,

Interactions with Other Programs:

(1) Program Eligibility:
program,

No automatic eligibility for any other

(2) Program Income: Includes income from all other sources (except
the Food Stamp program) in determining eligibility,

16,
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FOOD PROGRAMS

FOOD STAMP PROGRAM*

A,

B.

Ce

D.

E,

F.

G.

He

Legislative Objective: To permit low-income households to purchase
a nutritionally adequate diet and expand the market for domestically
produced food,

Governing Regulations: Public Law 88-525; Public Law 93-86; Public
Law 93-335; Public Law 93-347.

Administering Agency: Food and Nutrition Service of the United States
Department of Agriculture.

Financing: Benefits financed through open-ended Federal appropria-
tions; States and the Federal Government each pay 50 percent of total

administrative costs,

Population Coverage: Universal coverage, except for a few Indian Res-
ervations that have chosen to retain the commodity distribution program.

Types of Assistance: Participants buy food coupons worth more than

the purchase price,

Uses and Use Restrictions: The food coupons can be used only for
purchase of food except alcoholic beverages and tobacco., Food coupons
may also be used to purchase plants and seeds for use in home gardens
to produce food for personal consumption, Persons over 60 who are
members of an eligible household or who live alone or only with their
spouses and are disabled to the extent that they cannot prepare their
own meals may ‘use the stamps to purchase prepared meals as part of the
"meals on wheels" program. They may also use their food coupons when
participating in the Title VII, Older Americans Act, Nutrition Program,

Eligibility Requirements:

(1) Categorical Requirements: Nonpublic assistance households must
meet the uniform national income and resource eligibility require-
ments (see pages 86 to 90 for income standards). Households are
eligible for benefits without regard to income and resource re-
quirements, provided that all household members are included in
the Federally-aided public assistance grant, general assistance
grant or Supplemental Security Income benefit, '"Households" are
defined as all persons living as one economic unit, sharing common
cooking facilities and purchasing food in common, Students aged
18 or over who are claimed as tax dependents by an ineligible
household are not eligible for Food Stamps, Residents of a board-
ing house are generally ineligible except that elderly persons in
congregate housing and drug addicts and alcoholics in private
nonprofit residential treatment centers are not precluded from
participation,

*Information for this pro%ram description was taken from numerous publications

of the U,S. Department o

Agriculture, Food and Nutrition Service,




(2)

(3)
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Income Tests: Separate maximum allowable monthly income standards
by household size are established for: (1) 48 States and the
District of Columbia; (2) Alaska; (3) Hawaii; (4) Puerto Ricoj;

(5) Virgin Islands; and (6) Guam, to reflect differences in food
prices., Income limits for nonpublic assistance participants are
the higher of: (1) maximum allowable monthly income standards in
effect in the State prior to July 29, 1971; or (2) the uniform
maximum allowable monthly income standards,.

Treatment of Earned and Unearned Income: Income is defined as any
money received by any of the household members except students
under 18 years old., The following items are not considered income:
(1) irregular income not in excess of $30 in a three month period;
(2) in-kind income (except for an exclusion for $25 per month in
payments for housing); (3) loans, except deferred payment student
loans; (4) certain relocation payments; (5) nonrecurring lump sum
benefits; (6) medical vendor payments; and (7) payments received
by volunteers for services performed in programs stipulated in

the Domestic Volunteer Service Act of 1973 (these include Foster
Grandparents, Older Americans Community Service Programs, Retired
Senior Volunteer Program, and Service Corps of Retired Executives,
among others).,

Deductions from income include: (1) ten percent of wage and
salary income not to exceed $30 per month; (2) mandatory deductions
from income such as income and social security taxes and union
dues; (3) shelter costs in excess of 30 percent of household

income after all other deductions; (4) medical expenses in excess
of $10 per month; (5) child care payments when necessary for the
employment of a household member; (6) tuition and mandatory educa-
tional fees; (7) payor’s court-ordered alimony and child-support
payments; and (8) unusual and unanticipated expenses due to
disaster or casualty loss,

Assets Test: Nonexcluded resources may not exceed $1,500 for a
household, or $3,000 for households consisting of two or more
persons, one of whom is aged 60 or over. Resources include:
cash, savings, checking accounts, U.S. savings bonds, stocks and
bonds, more than one licensed automobile, inheritances, prizes,
glfts, retroactive social security benefits, non-recurring lump
sum payments from insurance settlements, and any other resources
not specifically excluded. Excludable resources include: the
home and lot, one licensed automobile, any unlicensed automobile,
cash value of life insurance policies, income producing property,
personal effects and household goods,

Other Eligibility Requirements:

(a) Work Requirements: Each abled bodied person between the ages
of 18-65 must register for work (except mothers or other
household members caring for dependent children under 18 or
incapacitated adults; students enrolled at least half time;
and persons working at least 30 hours per week) and accept

I.

Je
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an offer of suitable employment,. Any narcotics addict or
alcoholic who regularly participates as a resident or non-
resident in a drug or alcoholic treatment and rehabilitation

program does not have to register for employment.

(b) Citizenship: Must be a U.S. citizen or an alien admitted for
permanent residence.

tions noted
Institutional Status: Except for those excep ]
i above, institutionalized persons are precluded from participa

tion.

(d) Residence Requirements: Beneficiaries must be certified in
the Food Stamp project area in which they live.

Benefits:
it amounts: The benefit amount (bonus value)
termination of benef

G 2: :qual to the difference between the cash value of the Food Stamp
and the purchase price of the stamp. (See pages 86 to 90.)

s hin a set net income
Relationship of benefits to family size: Wit

i r:n;e the bonus value varies by household size with an increase in
value as family size increases (see pages 86 to 90).

P ) idence: Benefit
Relationship of benefit amount to lace of res )

o amounts vary between (1) the 48 States and District of COIumbia:
(2) Alaska; (3) Hawaii; (4) Puerto Rico; (5) the Virgin Islands;
and (6) Guam, to reflect differences in the cost of living in
these areas.,

(4) Relationship of benefit amounts to changes in the cost-of-livig%:
Benefits are updated every January and July to reflect changes in
the price of food as determined by the Bureau of Labor Statistics.

(5) Current Bemefit Structure: See attached tables (pages 86 to 90).
Current benmelll oTtTUCLU =

(6) Comparison to Poverty Level: Not applicable.

(7) Other Benefits/Related Programs: None,

Cost and Caseload Information: 1Im Fiscal Year 1975 the esthmateddpar-

ticipation was 205,200,000 persons and the value of coupons :Lssuei :if

$4,381,939,872, Estimates provided by the U.S. Department of Agr c1975

tu;e, Food and Nutrition Service, Food Stamp Division, October l4, o

Interactions with Other Programs:

Program Eligibility: No automatic eligibility for amny other program,

Taxes all cash income (except that received from the

Rt ) above the allowable income

Senior Community Service Employment Program
limit, at 100 percent.
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Maximum Monthly Allowable Income Standards

Maximum Monthly Allowable Income Standards and Basis of

Alaska

and Basis of Coupon Issuance

48 States and District of Columbia

.Coupon Issuance

Maximuin

allowable

Mazimum allowable monthly

monthly

income standards—48 States

! income
standards—

. and District of Columbia

Household size:

1$215
300
427
540

One
Two

Alaska

t

Each additionsl member..aecamem—m

2 poverty Guideline,

Three
Four
Six
Beven

Five

One

Two

Household size

640

T40

833

: 926
e i s D

Eight :
Each additional member

1 Poverty guideline.

UL e~
Five

Six

Seven

Three

_ Monthly coupon allotmenis civd purchase reguirements—Alasks

MONTHLY COUPON ALLOTMENTS AND PURCHASE REQUIREMENTS—48 STATES AND DISTRICT .Ol COLUMBIA

For a household of—

‘

4 3 & 7 8
persons persons  Persons
The monthly eoupon allotment ia—

For a household of—

2

3
person  persons persons Persons persons

1

~f

3256 $264 $382 $370

And the monthly purchase requiremens ls—

$216

$170

$118

7
Persons

5 i
Persons  Persons

4
Persons

The monthly. coupon allotment is—

Persons  Persons

1
Person

. 8
Persons

Monthly
net income

Monthly net income

$222 - $250

$192

$162

$128
And the monthly purchase requirement is—
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SRR
Maximum Allowble Monthly Income Standards
Maximum Allowable Monthly Income Standards and Basis of Coupon Issuance: Puerto Rico
and Basis of Coupon Inssuance: Hawaii . Mazimum allowable
monthly income
standards—
ousehold size : Puerto Rico
Mazimum allowable monthly nm 18215
income standards— Two 287
- Hawait Three 413
‘Household size: Four 527
N, St B i o e sy 18240 Five 627
Two - 886 Six —eemee  T20
Three 560 Seven ... a3
oo SRR e 707 Eight 207
\ gxm ............... 840 Each additional member ... s T8
..... e 867 Guidelin .
T e RSSO B wuomam 1,087 - *Poverty S i
Eght ..o..... 1,207 “Income” as the term is used in the notice
Bach additional member..... ... 4100 is as defined in paragraph (c) of §2713 of
1 : the Food Stamp Program ations.
Poverty Guideline. «~ Pursuant to section 7 (a) and (b) of the .
Food Stamp Acs, as amended (7 U.8.C. 20186,
Pub. L. 91-871), the face value of the monthly
coupon allotment which the State agency is
suthorized to issue to any household ocerti-
noduonxlbutopmmlntomthom 3
and the amount charged for the monthty s
Monthly coupon allotments and purchase regulrﬂn;nh—l-lawaiil ' coupon allotment in Puerto Rico are as
) : follows:
For a household of—
1 2 3 4 5 6 7 8 L
3 Derson  persons  persons persons  persons Persons  persons  persons ) Monthly coupon allotments and purchase requirements—Pusrio Rios
Monthly net income The monthly coupon allotment fg— i ‘ i housebold
$64 $116  $168 8212 $262  s200  save $362 e e 3 ” s
4 5
And the monthly purchase requirement 15— pqml p-':onl pu':lu Persons  persons persons Dersons  persons
SRS b ke
\ = .
f o s10.0 2 0 0 0 0 0 0 0 Monthly net incoms- T Jmontily: seepon sllotment e
. 1 0 $158  $188
5335%” 6 3 5 3 5 5 5 3 $us s, s 216 24 sun
j 7 monthly purchase requirement
$50 to $50. 8 10 10 10 i i 3 1 Y S, 1
$60 to $69:90 12 13 13 1 14 15 16 :
$70 to $79.99 15 16 16 17 17 18 19 0 0 .. 0 ° 0 0
$80 to $89.99. 18 19 19 20 2 21 2 goto $19.90_ . # H 1 ° 0 0 0 0 g
$00 0 $99.99.. 21 21 22 2 % % 2 0 $20.99 1 3 1 1 5 5 5 8
$100 to $109. 2 2 2 2 27 = 2 $30 to $39.99_ . 9 7 7 8 8 s 8
§i10to st 20 27 2 29 3 » 3 $40 10 $49.99 s 10 10 10 11 1 13 b5
120 {0 $129. » 3 o 3 3 3 36 $00 %0 $20.9. » 12 13 13 14 14 1 1
to 3149, ® gm oy RO BL B G $70 t0 879.99. - ST R S R e b 2
5169, 38 10 a1 2 43 44 45 $80 to $89.99_ L & ey 22 7 7% 25
: 44 46 47 48 % 50 51 $90 0 $99.99_ . 16 H 2 = 28 2 B 2 ‘
s gl # & & & & 2 B i tios: §LE R eRouR o REE R |
$210; 62 84 85 s & 8 - $120 to $129.99_ 24 - 4 = 1 ¥ 38 ‘»
0 $269. & 70 71 7 5 7 4 $130 to $180.99_ S % 3 - - 0w a 2 \
: n L = > - . 8140 to $149.99 4 3 0 4 e 4 4“4 . ‘
3 80 83 84 5 88 87 $150 to $169.99. __ “u 46 47 48 49 50 51
. 86 89 90 91 02 03 $170 o $180.99. - . : 50 52 58 54 o 56 57
R 88 95 96 o7 o8 29 $190 to $209.99_ .. 38 56 58 59 80 6 o3
X 88 104 105 108 107 108 $210 10 $220.99 . - ool .- 82 64 65 66 67 €3 60
S Lo i 0 [ 113 114 115 116 7 $230 to §249.99 68 70 71 72 73 74 i ‘
h 122 123 124 125 126 $250 to $269.99. 68 76 77 78 79 80 81
g .99 131 182 138 121 185 $270 10 $289.99_ - oo eeeeeaaee : 82 83 84 85 28 87
; 140 141 142 143 144 $290 to $800.99 88 8 % 9 ” «u
'+ 8510 to $539.99. 149 150 151 162 158 $310 to $320.90_ o4 95 96 oF 98 -
$540 10 $560.99. 158 159 160 161 162 $330 to $359.99. R T 104 105 108 107
$570 to $500. 167 168 169 170 71 $360 t0 $389.00. ... 109 113 114 115 116 uz
$680 10 $620.09_..____ " 777777 176 177 178 179 180 it b A Al b ik L LU L 122 123 194 125 28
$630 to $659.99 184 186 187 188 189 $420 to $449.90_ 181 182 18 134 1%
$660t0 868099 . " TTTTTCC 195 196 197 198 $450 to $479.99.. . .. 138 141 142 148 144
$690 to $719.90 204 205 208 207 $480 to $509.99.. - 138 150 151 152 153
i e S O AL 5 S TN Wi 213 214 215 216 $510 to $539.90. . : 159 160 161 162
8750 to $770.50. x 220 223 224 295 $540 to $569.99. - ... - 164 169 170 171
8780 to $809.99. s 220 282 233 234 $570 t0 $599.99. . .. 164 178 179 180
$810 1o $839.69. . = 299 241 242 243 $600 to $629.99. ... : 187 188 189
$840 to $869.99_ . 220 250 %1 252 $630 to $659.99.. - 190 197 198
$390 to $800.99._ . i 254 260 261 $660 to $689.99. . 190 208 207
$900 t0 $029.09_ 254 269 270 $690 to $719.99 . 190 214 216
£980 t0 $050.99_ 254 8 279 $720 to $740.99_ S 214 22
$060 to $989,99. 284 286 2288 $750 to $779.09__ 214 24
T %6 297 $780 t0 $800.99. : 214 238
$1,020 to $1,049. 286 306 $810 to $839.90_ _ lhiend 238
$1,050 to $1,079. 286 315 $840 to $869.99. 283
$1,080 to $1,109, 288 318 $870 to $899.99. 238
BT 1o LR v ememsnsnses ess s casnssmanesmnn et oo e TR 318 $900 to $9290.99.
$1,140 to $1,169. T#s 318
$1,170 to $1,199. E 318
R e e e o A i 318

=1 Source: Federal Register, Vol. 40, page 20840, May 13, 1975.

Source: Federal Register, Vol. 40, No. 93, Tuesday, May 13, 1975.
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ome Standards and
Virgin Islands

Maximum Allowable Monthly Inc
Basis of Coupon Issuance:

Guam

and Basis of Coupon Issuance:

Maximum Allowable Monthly Income Standards

Household size:
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Household size:
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Source: Federal Register, Vol. 40, page 20838, May 13, 1975,

Source: Federal Register, Vol, 40, page 20841, May 13, 1975,
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VETERANS PROGRAMS
that in effect under the new law covering those receiving benefits

17, PENSIONS FOR VETERAN
S WI -
ifcemet T At on or after July 1, 1960, The old law imposes 2 $2,600 income
limit on unmarried veterans with no children and a $3,900 1limit on

married veterans with dependentse The new law imposes & $3,000
1imit on veterans without dependents and a $4,200 1imit on veterans

with dependentse

A, Leg
egislative Objective: To assist wartime veterans who suffer fr
om

insufficient income and
reso
connacitad. Atagbilisige® urces and permanent and total non-service-

(a) Treatment of Earned Income: gee table below.

B,
Governing Regulations: 38 U,S. Code Secs. 501-507, 521-523

See table below.

\
C. Administering Ag .
\ Vetering B:nefit:ncy. The Veterans Administration, Department of (b) Treatment of Unearned Income:
L]
The following table shows the income included in the program
he old and new laws.

definition of countable income under both ¢t

\
Sinancings -ended Federal appro
priations,
s of the United States, Joint Economic Committee,

Source: Congres
"Handbook of Public Income Transfer

E
« Population Coveragg: Nationwide.
studies in Public Welfare,
F. Types of As an " D.C., December 31, 1974
sistance: Cash benefits, Programs: 1975, UeSe GePeOss Washington, D«C., DeC s »
Ge U : pages 172-173.
. ses and Use Restrictions: None,
Gld law New law s
H, Eligibility Requirements: (1) 11COME Of SPOUSE. onnsomnmammsamsmsesnssa™" Excluded. ..ooementasseensss il i mLM:&;gse,l"sv;mi:‘
ings, which i ter.
( 1) ca t i a]_ (%)) Ilncome ol'children ........................... Earned income inclyded. . .o-aee Earenaert';I l:‘ngcsur:e tx:lﬂ'el;.gma 4
eﬂ C Eligibil (3) Income of veteran: ; Ly \ VS it
veteran dischaTi-Ld 1::' Requirements: Recipient must be a wartime i a Tkt lﬁ%ﬁqgu.';es'{cébi'idf'iﬁ%&?iﬁéé‘ e, axcst o insrcs
; 8¢ un: an ) ividends. 7
at least 90 da r other th dishonorable conditions aft (c) Gifts and inheritances Included. - - enmammoemmmanee Included, except for gift of
b ys of service (Or ﬂeparated 2508 th er (dj g e . inheritance of property.
ecause of a service-related disab e service earlier ™ TG Public assistance. . .oo---- L Included. - oocoaramamemeeeann Excluded.
totally di 8 ilitY) and pemanentl iii) VA PENSIONS - - - o cnmozmm==snn e e e e veusan . 08 v Lo
y sabled from caus y md (i) Plivalecontribu\';onsformaim Excluded, except for servica- Excluded, except for service: |
vet es not traceable to the tenance. man's family allowance. »“man’s family allowance.
erans age 65 years or old - service. ) v) Other public or private relief.. - 1ACIU0R. - oo mmamemenmdgeimann Excluded.
R ety ook v er are considered to be permanentl (»RTuq?gmuwm,muwmmu
bord y s ed' Active wartime duty includ h 4 "5 sﬁaihoad retirement. . ..co--- Excluded. oo oomeemmmaraane gSse ii.)
er period. World Wars I and es the Mexican iii) Social security, public and Benefits © pletely e iuded Same as old law for persons )
Vietnam II’ Korean conflict and private employee retire until_employee’s prior con- entitied to such income on
era, The per the . ment systems. . tributions exceeded, 10 per- December 31, 1364; 10 percent |
1 POLECRE 1nCIuded in the fil cent of benefits excluded exclusion applies to all such! |
e isible vet iﬂs unit are: thereafter; military retire-  income for other pensioners, | {
erans and their s i w
pouses, dependents in ment pay. and other limited  including waived retirement ‘
undée 185 children over: agh 18 who b s including children | s el s pap e o e
and children unde who became disabled before e 18 = annuities but not refunds. 5
r age 23 attendi school ag ’ (iii) VA compensation. ..x-z----- Excluded doooomocrmmmameeeens Excluded, except for W.W.L |
as a wife or d ng ol. A spouse is8 defined adjusted compensation. : |
,h a ependent husband of a female v (iv) Life insurance proceeds....-- Fe«;gral!ifei?sutranca exg\u?ed; Fe?gral life itns:‘ran'cc::eeexdc:u;iread";1 |
an i reen! of |
usband is one who is inc b eteran, A dependent cnn?:%'ecé?n%on?c'&?:uéuégm all ‘other life Fsurance. ex-
sunibre & apable of self-maintenance and cluded.
ppo ue to ph Sical o an self- g (v) Burial allowances, death gra- Excluded, except for social se- Excluded, except for death‘i
vet r mental disab:llity Wive £ tuities. curity tump sum death pay- ratuity under Public Law;
erans need not be incapable of self suppo.t 8 O elisible ; Y&entwhic‘h islsutp)ecnu on‘y §9-‘.’.1A.
o rte. - : 10 percent exclusion.
(3) Income of veteran—Continued o ! f
om: 1 fy U | by TSN O included. . otcaamsmcmompos=na=" Included.
(2) Income Tests: Two sets of income criteri %g)) S?i:re“n[:!g amgn:llo?:ltg:s .............. Em::jat?qnal as f 'alllaw- Educ ‘g. al 'assisgance alllnw- i
ur - xcess 0 -
in effect under the old law whi a currently exist--that B e s ining included: A e ating included:
ri ch covers those recei D ience . allowance in- - subsistence allowance in-
prior to July 1, 1960 and electing to Efixiag pensions (hy Income in kind ... e L “Incladet -
RNy | 1T T cluded. s
remain under that lﬂv, and (i)) Ont?\oe?‘i‘n::':lm‘: ........................ Ell‘t::lzdees mustering out pay, Er;cludeesSlale veterans bonuses,
% % State veterans bonuses, gov= fire insurance proceeds, pay
*Th ; . emmen!overtm&epay,l||re;n~ fo{ n‘t_)hgalory citvic duties,
Surance proceeds, relocation  relocation payments.
e information for this program description was taken f P payments.
n from: Cong : S S nusual medical expenses. ... Included : -..... Excluded. :
- o Of the s 8?) Fi’:;sl“:xp';‘:s;ga..???‘.‘3?._.. l:gl‘dd:d ........ b e A e Ei if:lﬂd:s expenses of last ill-
g ness am} zp‘rdal of deceased
spouse of child.

United States, Joint Econom
ic Committee, Studi
of Public Income Transfer Programs: 1973;“ U.stcf;.g?fléiszziizzz' ;H:ndbook
s Yol

teran's spouse permits the same pension payment to families of vastly

1The program’s treatment of the income of ave
different income. Under the law, the program disregards all of 2 wife's earnings no matter how large (and, if her earnings
ner total income is below $1,200 per year). This means that a -

December 31, 19
, 1974, pages 171-178; Uni
521; Of ; United States Code
’ fice of the Federal Register, Code of » Title 38, Secs. 510-512, Ore amall. it also disregards her unearned income so 1ang 85
Revised as of July 1 ’ of Federal Resulatiohs T4 veteran with no income of his own whose wife earns 518,000 or $15,000 or more is eligible for the same pension—$2,064
y ’ 1974 ’ U.S ™ G.P.0 Wash 2 tle 38 . per year if they have no child—as on who togather with his wife has no outside income at all. This preferential treatment

ister . Thursday Sept ber 26 el eVe as ingtou ’ D.C os 1974 . Federal ] o: elalwofkin wife contrasts with the pension program'strea(menlo”he widow. (See *‘Pensions for Widows and Children
e ? em! ] R,eg— of Veterans.'’) .
D.C., page 34529 s 1974, Vol, 39, No. 188, U.S. G.P o e S drvicemen’s Family Protection Plan (U.S.C. ch. 73). b '

’ H and Veterans AdlIIinist ’ ® Ze @ ooo FY washinston 3 Veteran may not receive both military retirement and pension unless he has waived an amount of military pay equal

ration, Federal Benefit ’ to the amount of the pension. P ; ) ) ;

8 for Veterans « A veteran cannot receive compensation and pension concurrently hased on his own service record. Exclusion could only
lptply in an instance when the beneficiary or another member of the family is also entitled to compensation on another
veteran's recor y )

medicaid or housing subsidies that are excluded under item (d).

and Dependents, U.S, G.P.O
eSs GoP.0., Washington, D.C., Januar
g : y 1 g 1975 , page 5. : .8 Rarely appl?éd and does not include food slamp%




I,

(3)

(4)

(1)

w G -

Assets Test: The old law did not impose any asset test, The new
law requires that the veteran’s asset holdings be small enough

that the veteran could reasonably be expected to deplete his/her
holdings during the remainder of his/her lifetime, This conversion
is determined by the Veteran’s Administration on the basis of:

(1) income; (2) liquidity of assets; (3) constraints imposed by
community property laws; (4) veteran’s life expectancy; (5) number
of dependents; and (6) potential rate of depletion of the assets,

The veteran’s home, lot and personal effects are the only excluded
items °

Other Eligibility Conditions:

(a) Work Requirements: None,

(b) Citizenship: None,

(c) Institutional Status: Where the veteran is undergoing treat-
ment in an institution for an illness other than Hansen’s
disease, his/her benefits will be reduced to $50 per month
on: (1) the day immediately following the first two full
calendar months of care or treatment after the month of
admission or October 1, 1960, whichever is later; (2) the
day of admission or readmission within six months following
two full calendar months of care or treatment after July 1,
1960; or (3) the day of readmission after return from trial
visit where a previous reduction has been made, In additionm,
payments for aid and attendance will be discontinued. Appor-
tionments may be made to the veteran’s wife and children
effective as of the date that the veteran’s payment was
reduced, This apportionment generally amounts to the
difference between $50 and the rate payable during the first
two calendar months of care, The rate payable to a veteran
will be reduced to $30 per month or 50% of the amount other-
wise payable whichever is greater on the first day of the
seventh calendar month following admission,

Payments to veterans confined in penal institutions are dis-
continued on the 61st day of their incarceration but payment
may be made instead to the veteran’s wife and children,

(d) Residence Requirement: None.

Benefits: Benefits take the form of cash payments,

Determination of Benefit Amounts:

Benefits under the old law depend upon age, physical condition,
tenure as a veteran and presence or absence of dependents, and

whether or not the veteran is housebound or in need of regular
aid and attendance,

(2)

(3)
(4)

(5)

- 05 -

Under the new law benefits depend on physiial cozd:zizzédngsbir
Benefits ar
f dependents and countable income,
;ormuga that imposes increasing marginil :enefig-i;s:ezziiz ::d
ee
countable income rises., If a veteran 18 n n 1
dditional $123 in benefits,
d attendance he/she may receive an a :
:2 t;e veteran: (1) has a disability (in addition to thi d;:s-
ability which causes him/her to be permanently and total ? T,
abled) which is independently rated at 60 percent or ulo;e§49 b2
is housebound, he/she may receive extra cash benefits o P

monthe

jze: Under the old law,
lationship of Benefits to Family S

gznefits do not increase with family size. Under the newdl::lv:l
benefits are increased by $5 per month each for the secon

third dependents but zero beyond that,.

Relationship of Benefits to Place of Residence: None.

p te to Cost of Living Changes: No
Relatlonship of Dot Congress periodically increases.

automatic adjustments are made,
benefits.

Current Benefit Amounts: Current benefit amounts for the new law
Current beneill AT -
are summarized in the following table.

Source: Veterans Administration, Federal Benefits for zeti;;gs
and Dependents, U.S. G.P.0.,, Washington, D.Cs, January 1, 5

page 5.
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MONTHLY PENSION RATES FOR VETERANS

Yearl
Income ﬁot Veteran Veteran Vet iy
more than Alone 1 Dep. ZCI;JS.H 03r g?;;:
5288 $160 $172 $177 $182
1" ;gz 172 177 182
b 4 172 177 182
g ot 170 175 180
1 v 168 173 178
i 2 165 170 175
ree 122 162 167 172
: ,100 > 159 164 169
1500 lzg 156 161 166
],300 : 153 158 163
- ,400 ] {8 150 155 160
fSOO 103 147 152 157
1%00 108 144 149 154
],700 92 141 146 151
- ’800 o5 138 143 148
1,900 s 135 140 - 145
ZbOO » 7; 134 136 141
2300 1 127 132 137
2,200 s 123 128 133
2,300 o 119 124 129
2200 2 115 120 o 128
2300 et EH, GRS 125
2’500 £ AL | § |/ 142 5147
2,600 32 103 108 .+ 113
2%00 %4 99 104 109
2b00 6 95 100 105
3}00 8 91 96 101
3300 5 87 92 97
3500 82 87 92
3300 Zd 82 87
3200 72 77 82
3300 67 - 72 17
3%00 62 67 72
3300 56 Calsl 66
3%00 50 55 60
3@00 44 49 54
4b00 37 42 47
4,100 - gg gg 3
4,200 14 19 gi

An applicable formula will red i
-above that shown in the $]0(;§nlcjf:rr%e:tml:36]f;o.r R e

E:ge:r:h: old la:, bagic benefits are get at $66,15 per month
ncreased to $78,75 per month after :
SRR Vet st o S continuous receipt
years or attainment of 65
who are blind or in need of re Fte o
gular aid and attendance ma
a total payment of $135,45, Housebound veterans may receiv:e:eive

total of $100 per month,

Je

K.

(6) Comparison to Poverty Level:

= B -

The maximum new law benefit payment

(7

Cost and Caseload Information:

for a veteran with no dependents ($160 per month) amounts to about
78 percent of the July 1975 poverty level for a single individual
age 65 or over, The $182 maximum benefit for a veteran with three
dependents amounts to approximately 41 percent of the July 1975
poverty level for a non-farm male-headed family of four,

The basic monthly payment under the old law ($66,15) amounts to
approximately 29,5 percent of the July 1975 poverty level of a
single nonfarm individual under age 65. The increased benefit
level of $78.75 per month amounts to approximately 38,0 percent
of the July 1975 poverty level for an aged nonfarm individual,

Other Benefits/Related Programs: Veterans may receive V,A, admin-

istered health services.

In fiscal year 1974, payments amounted

to $1’475’547’381l

Interactions with Other Programs:

(1)

(2)

Program Eligibility: Receipt of benefits under this program
confers upon recipients automatic eligibility for Veterans Hospi-
talization, Outpatient Care, Domiciliary Care, and Prescription
Service. Recipients are not eligible for military retirement

benefits or compensation payments,

Program Income: The new law taxes benefits received from military
retirement: at 100% in that the veteran may not receive both
military retirement and pension unless he has waived an amount of

military pay equal to the amount of the pension,
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8 COMPENSATION TO VETERANS WITH A SERVICE-CONNEC

A, Le islative 0Obp ective:
incurred because of mili

TED DISABILITY#

To compensate v.
tary service,

]

C. Administeri encys
Veterans Benefitg,

eterans for disabilitiea

The Veterans Administration, Department of

E. Population Covergge: Nationwide
L ]
¥ P
ypes of Assistance: Cash benefits and serviceg
L]

Ge Uses and Use Restrictions:

R Eligibilitx Reguirements:

(1) cate orical Re uirementsg;

None,

n over
+ age 18 who
o Sk v ) efore age 18, children from age Y:re

6 2) z;;;:e Tests: Nope for a veteran
g ren, The income of parents is
eir eligibility as dependents,

his wife/her husb
and, and
considered in deter;ining

(a) Treatment of Earned Income:

Not applicable,
(b) Treatment of Unearned Income:

Not applicable,
(3) Assets Test : None,

(4) Other Eligibilitz Requirements:

(a) Work Reguirements: None,
(b) Citizenahig Reguirements: None

ro
Program desc::ption was taken from: Title 38, ©,s
el ometchonomic Committee, Studies in éuglf:de;
ston, Duc, T A0l Sy G ansfer Programs: 1975," v.s, G¢.r.0

. ® UeloUs,

Benefits for Vete ey

L1 ans Admi;

s I ore 8 and Degendents, U.S, G.P,0,, Wha:i:;::ﬁio;’crederal
H] oVey

I,

(1)

(2)

(3)

(4)

(5)

(6)

S e

(c) Institutional Status: After six months in an institution
the benefits to a veteran are reduced to $30 per month or
50 percent of the benefit amount otherwise payable which-
ever is greater, If the veteran has a wife or children or
if he is hospitalized for Hansen’s disease or imprisoned in
a penal institution, his benefits continue without reduction,

Benefits:

Determination of Benefit Amounts: The benefit amount is deter-

mired by: (1) percentage of disability based on the average
impairment that such disability would cause in a civilian
occupation; (2) marital status; (3) number of entitled children;
(4) presence or absence of dependent parents; (5) necessity of
special care or attendance; (6) loss of limbs or bodily functions,

Relationship of Benefit Amount to Family Size: Benefits are
extended to dependents only if the veteran is entitled to
compensation for a disability rated 50 percent or more, When a
dependent is lost due to death, marriage or divorce the benefit
reduction doeg not occur until the end of the calendar year.

Relationship of Benefit Amount to Place of Residence: None,

Relationship of Benefit Amount to Cost of Living Changes: The
governing legislation does not provide for automatic cost of liv-
ing adjustments; such adjustments must be authorized by Congress.

Current Benefit Structure: Benefits range from $35 for a 10 per-
cent disability to $655 for a total disability. The loss of a
limb, vision, hearing or creative organ is compensated for at $52
per month, per loss not to exceed $814 per month, in combination
with basic compensation unless the veteran suffers from specif-
ically legislated combinations of losses in which case the maximum

benefit is $1,628 per month,

For dependents of veterans with a 100 percent disability,
veterans’ benefits are increased thusly: (1) wife only, $40;
(2) wife and one child, $67; wife and two children, $85; wife
and three children, $105; with each additional child receiving
an additonal $19; (3) children but no wife--$26 for one child,
$45 for two children, $67 for three, with each additional child
receiving an additional $19; (4) $32 for each dependent parent;
(5) $61 for each child age 18-23 attending school.,

For dependents of veterans with a partial disability of at least
50%, the dependents allowances are decreased to reflect the degree

of disability.

Comparison to Poverty Level: Varies according to degree of dis-
ability and presence or absence of dependents,

(7) Other Benefits/Related Programs: See Program Interactions (K).
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Je Cost and Casel
oad T i
2,210, 756 dig nformation: 1n June 197

abled Veterans apd 731,407 de

Total benefitg 19, DEATH COMPENSATION AND DEPENDENCY AND INDEMNITY COMPENSATION TO SURVIVORS
in 1974 were estimated at $3,172,909 000

OF VETERANS FOR SERVICE-CONNECTED DEATHS*

K. Interactio
N8 with Other Programs; A, Legislative Objective: To compensate surviving spouses, children and
Program E1 ibilie dependent parents for the death of a veteran from service-connected
tion Care, Veteras ; Autonatically eligible for ve causes,

B. Governing Regulations: Title 38, U,S. Code, Chapters 11 and 13, Two
programs of compensation currently exist: Death Compensation, enacted
Income received from ot hax in 1917; and Dependency and Indemnity Compensation (DIC) enacted in
‘ Programs is not taxed, 1956, Dependents eligible for death compensation for deaths prior
\ to 1957 may elect to receive benefits under DIC program, The death
compensation program is only available to the eligible surviving
dependents of veterans whose service-connected deaths were prior to
January 1, 1957 and pays a flat rate compensation without regard for
the pay grade of the deceased veteran, Eligible survivors of veterans
whose service-connected deaths were after December 31, 1956, are en~
titled only under the DIC program which pays compensation based on the
pay grade of the deceased, '

C. Administering Agency: The Veterans Administration, Department of
Veterans Benefits.

D, Financing: Financed through open-ended Federal appropriations,

E. Population Coverage: Nationwide,

F., Types of Assistance: Cash benefits and services,

G, Uses and Use Restrictions: None,

H, Eligibility Requirements:

(1) Categorical Eligibility: Beneficiaries must be a widow or a |
widower, a child or dependent parent of a veteran whose death
was service-connected., Children are defined as all children
under 18 years of age, children 18-23 years of age attending \
school, and children over 18 who were incapable of self-support
before attaining age 18, The dependency of parents is determined
by an income test,

(2) Income Tests: None for widows or children. Applies only to
parents, For death compensation countable income may not exceed
$205 per month for a mother and father living separately; $345

{ _ *Information for this program description was taken from Title 38 U.S. Code;

Congress of the United States, Joint Economic Committee, Studies in Public

! Welfare, "Handbook of Public Income Transfer Programs: 1975," U.S. G.P.0,,

fhs Washington, D.C., December 31, 1974, pages 98-106; Veterans Administration,
Department of Veterans Benefits,

1
J
per month for a mother and father or remarried parent and spouse
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living together; and $95 per month for each additional dependent
of the parent. Parents with income in excess of these limits,
may be judged eligible for payments only if they are determined
to have inadequate income for "reasonable maintenance,"

Treatment of Earned Income: See following tables,

Treatment of Unearned Income: See following tables,

\ ) Death compensation Death and indemnity compensation
Income of dependent parents:
\ 2:; Earnings._. Included.. Included.
| b) 1 tment: I’ .. Included except for insurance divi- Included except fori dividends ,
\ J ! dends. and capital gains on property sale.
| c) Gifts and inheritances........ Included. Included.
Welfare:

i) Public assistance_.._. T T L R R e, Excluded.

ii? VA pensions.. ... s s BBt ey s ddad adot s s suua o 0.

iii) Private contributions Excluded, except for serviceman’s Excluded, except for serviceman’s

i and maintenance. _ family allowance.
(iv) Other pul}li;: or pri- Excluded

vate relief.
(e) Retirement, disability and
survivors’ benefits: .

(i) Railroad retirement, Benefits completely exciuded until em- Same as death compensation for per-
social security, pub-  ployee’s prior  contributions ex-  sons entitled to such income prior to
lic and private em-  ceeded, 10 percent of benefits ex-  Dec. 3, 1964; 10 percent exclusion
ployee retirrment  cluded thereafter; retirement pay  applies to. all such income for other
systems. waived also excluded: excludes  pensioners; ‘all waived retirement

: : RSFPP ! annuities. pay excluded.
(ii) VA compensation.... Excluded Excluded, except for World War |
> adjusted compensation.
(iii) Life insurance pro- Federal life insurance excluded; 10 Federal life insurance excluded; 10
ceeds, percent of proceeds from commercial  percent of proceeds from all other
. policies excluded.

family allowance.
Excluded

life insurance excluded.

(iv) Burial allowances Not applicable. ..o ceoccuceemcuaaaas Excluded, except' for death gratuity
:n{!_ death gra- under Public Law 83-214.
uities.
Ef) Unemployment benefits_...... {0 [T 1 S R R O Included.
£) Otherincome.............. Excludes mustering out pay, State Excludes State Vet * b fire
b re i i ds, pay for obliga-

in s
W1 th proceeds, relocation payments. tory civic d::{ies, relocation payments.
ncome spent for:

(i) Unusual medical ex- Included Excluded,
penses.
(ii) Final expenses—par- ......do. Excludes costs of final illness, burial,
ents, spouse. and just debts of parents deceased
spouse.

1 Retired Servicemen’s Family Protection Plan (10 U.S.C. ch. 73).

Source: Joint Economic Committee of the United States Congress,
Subcommittee on Fiscal Policy, "Handbook of Public Income Transfer
Programs: 1975," Studies in Public Welfare, Paper No. 20, December
31, 1974, U.S. G.P.0., Washington, D.C., page 100,

Since January 1972, benefits for DIC parents have been adjusted
according to a sliding scale formula which imposes increasing
marginal benefit-loss rates as income rises but provides a minimum
payment when the maximum limit is reached. Consequently, the
first dollar gained above the maximum countable income limit
causes a net loss of $3 in monthly income,
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ts are reduced by the
imum benefits for dependent paren
ggiiz::ng percentages of countable income effective as of

January 1, 1975:

1 " Annual
| bonAc'fli'l‘::;s benefits lost
‘ rate within  when income

income exceeds
bracket o||| :::I‘nslz
i reent)
Status of idepcndem parent and annual countable income (pe
Sialla .pnrem: 32
0 o S0 48
1 to $1,000_ ...
$1,001 to $1,300 %
$1,301 to $1 7
S50l o 32 i i
ot b " ®
001 PIUS. .onn ooz nmezommmeg oo
Tws arents, living separately (each pm:l-)m 23
10 $800. ... .-accoconenasanecnen 2
%
® s
0
"""" 12
g
Py % '
i o R S MM S i
23.501 to $4,200... et e R I &
$4,201 plUS..ccmennnenn . 4
SR

i i h month to annual income.
to yield benefit-loss rates applied eac! _ SO L 1 |
O et e S"{.Zrbl:;?i:::vryn}oz e\igyi:)ility limits shown the am]vggl.l:::’cl.aln'l,l mgit;. sm“ ity |
ﬁczawr' .s‘:"il'::%'::lirf.ise:!slor the $64 monthly aid and attendance allowance, §

\

s |neligible.

Source: Joint Economic Committee, "Handbook of Public Income
Transfer Programs: 1975," page 101,

DIC counts parents’ income in the calendar year in which it is

received, Accounting of income i: ba:iilzze:: :zzﬁzt ;22022
ionnaire, When conditions of en J
:ﬁi:;ez in marital status, living arrangem:z;stzz z:;e:;scaizzg::,
te un
ts are continued at the same ra
;zzifiusless an upward adjustment in benefits is required.
t ]

(3) Asset Test: None.

(4) Other Eligibility Requirements:

(a) Work Requirements: None,

(b) Citizenship Requirements: None.

(c) Institutional Status: None.

(d) Residence Requirement: None.

I. Benefits:

(1) Determination of Benefit Amounts:b1Ben§ii;r22¥m?;§sB::eai:t:::i::é
ding to: (1) number of eligible c :
§2§zﬁs 2% the surviving spouse; (3) number, marital status,

health,




(2)

(3)
(4)

(5)
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living arrangements and income of dependent parents; and (4) under
the DIC program, the pay grade of the deceased veteran,

Relationship of Benefit Amount to Family Size: Benefits vary
according to family size. See following tables, (page 106).

Relationship of Benefit Amount to Place of Residence: None,

Relationship of Benefit Amount to Cost of Living Changes: The

legislation does not provide for automatic cost of living adjust-
ments; increases must be authorized by 'Congress.

Current Benefit Structure: Monthly maximum benefits as of January
1975, for persons with no countable income, were as follows:

(a) Death Compensation Program:

l. Widow with no child, $87;

2, Widow with one child, $121, with $29 per month
additional for each additional child;

3. Children without entitled widow, $67 for ome child,
$94 for two children, $122 for three children with
$23 per month for each additional child;

4, Dependent parents, $75 for a dependent mother or father,
$40 each for a dependent mother and father; and if
the widow or dependent parent is in a nursing home or
requires regular aid and attendance, an additional $64,

(b) Dependency and Indemnity Compensation:

1. Widow, from $241 to $615 per month depending upon the

deceased’s pay grade, with an additional $29 for each
child;

2, Children without entitled widow, $121 for one child,
$175 for two children, $225 for three children, plus
$45 for each additional child, For an adult child
incapable of self-support before age 18, an additional
$72 per month is payable if there is po widow[er] entitled
to benefits, If a widow[er] is entitled, an adult child

who is incapable of self-support before age 18 is entitled
to $121 per month,

3. Dependent parents’ benefits vary according to their income
with maximums of $123 for one parent, $86 for each of two
parents living separately, $83 for each of two parents
living together, and if the dependent parent is in a
nursing home or requires regular aid and attendance, $64
per month additional, See following tables, (page 106).

(6)

(N
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Widows and children entitled

ams:
Other Benefits/Relaze:lzzoe:titled Lo weational assistance.

to cash benefits ar

ion
dency and Indemnity Com ensat
:’t:nz?ily Benefits, Effective August 1, 1975

e y
. Widow, but mo child based on pa -
;r:du of do::nlod veteran as set forth below:

Grade Monthly Rate
Monthly Rate Pay Crade
Pay Grade i $344
1 $241 4 304
248
E-2 &5 315
E-3 i 337
270 - 356
s Ly & 392
- gea - 441
7 ane o 478
> 315 s 523
4 2329 -8
E-9 562
304 0-9 b615
::i 316 0-10
b 326

£ the Army or
gerved as sergeant major ©
.‘:.l;‘:o:;:“::nior enlisted advisor of th? Navy, hihie!
::ur serge;nt of the Air Force, the widow's monthly

rate is $316.

2 Joint Chiefs
erved as chairman of the
tb:::;; ::'-:‘.mtgof Army, Air Force, oTr Marine Corps,
:In widow's monthly rate is $660.

mz;:::::vith one or more children under 18 years of
hild.
age: $29 for each c A e
home or helpless O .
:ci‘::‘l'y‘:on::'t:suqnu'o regular aid and attendance): $72

B. Where there is no widow, but there are entitled children:

Monthly Rate
One child $121
Two children 175
Three children 225

More than three children

45 month for
e 3::. c:ildp:.: excess of three)

Children:
*&ﬁ?::::.::a incapable of self-support before age 18

Widow and child rendered’ incapable before age 18: :1;21 MLER
Widow and child between ages of 18 and 23 sttending schoo

: §72

Department of Veterans Benefits,

Source: Veterans Administration,
November 5, 1975.
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nm v
Unmarried survi ing spouses of veterans of World War IT*the
’

"

widows, widowers and children of deceased veterans whose deaths

20, PENSIONS FOR WIDOWS AND CHILDREN OF VETERANS#*

Je f;;; :zdaS:::;:ag7zn§;;mation: It is projected that in figcal were not caused as a result of active service,
’ Veterans’ Jear
benefits totalling $760,400’000. survivors will be aided monthly with B. Governing Regulations: U.S. Code Title 38,
‘ Source: JEC Handbook
of P C. Administering Agency: Veterans Administration, Department of Veterans
\ o ublic Income Transfer Programs, Paper No. 20 Benefits, = o
} K. Interactions with Other Programs: ‘ D. Financing: Financed through open-ended Federal appropriations,

Program Eli ibility: Automatic eligibility for V. E. Population Coverage: Nationwide,

tion, Veterans Out : eterans Ho
patient Care Veterins 8 spitaliza-
Prescription Service, and Vete;ans Nursingogiizlé::z e F. Iypes of Assistance: Direct cash payments.

Program Income:

G, Uses and Use Restrictions: None,

Do
€8 not tax income received from other Programs
L ]

H, Eligibility Requirements:

(1) Categorical Eligibility Requirements: To be eligible under the
old law, a beneficiary must be a needy not presently married widow
or child on the pension rolls prior to July 1, 1960, who elected
to remain under the old law,

Under the new law, beneficiaries must be either a needy not ‘
presently married widow or child of a deceased veteran who: i
(1) had 90 or more days of active wartime duty or was discharged
prior to 90 days because of a service-related injury; or (2) at \
the time of death was receiving compensation or military retire-

ment pay (or was entitled to receive such) for a service-connected ‘
disability., '"Widows" include widowers of deceased veterans,

Children are defined as persons under 18 years of age or persons ‘
over 18 years of age who became permanently incapable of self- ‘
support prior to age 18 or persons under age 23 attending an

accredited educational institution, ‘

(2) Income Tests: The old law imposes annual eligibility limits of
$2,600 for a childless widow, and $3,900 for a widow with one or 1
more child, The new law imposes annual income limits of $3,000 w
for a widow without children and $4,200 for a widow with one or |
more child, If there is no widow, or if the widow is presently i
married, a child is eligible for benefits if the child’s own Il
unearned income does not exceed $2,400 annually, \

- *Information for this program description was taken from: Congress of the

i United States, Joint Economic Committee, Studies in Public Welfare, "Handbook il |

! : of Public Income Transfer Programs: 1975," U.S. G.P.0., Washington, D,C., |
{ December 31, 1975, pages 179-186; and Veterans Administration, Federal Bene- I

L1 fits for Veterans and Dependents, U.,S. G.P.0., Washington, D.C., January 1, “

1975, pages 35-37.
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(a) Ireatment of Earmed Income: See table below, (¢) Institutional Status: Program benefits are discontinued
to widows or children imprisoned in penal institutions om ‘
the 61lst day of imprisonment. Payments continue to a widow
if the child is incarcerated or to a child if a widow is

(b) Treatment of Unearned Income: See table below.

(e) Retirement, disability, and survi-

gf) Unemployment benefits_.___________

_ otd law - Hess T incarcerated,
(1) Income o{ chgdren ......................... Earned income excluded.- ... ____.___ Earned income excluded.
2) I widow: ; . X
e s . NaMefita. totalis Tachbdaiis 1 4L aop o BT S Included. ; (d) Residence Requirement: Nome, ,
() Invesb IRt oo L. i o b Included, except for insurance dividends.. Included, except for insurance dividends.
\ (c) Gifts and inheritances...-....._... T T L I S L P e T Included, except for gift or inheritance of
\ ; property. | I, Benefits:
\ (d) Welf?'ge: Pt . t’ p T :
i ublic assistance. . ... ... e e e e e e A N A A e e xcluded. .
\ (i) Private contributions for Ex;llluded, except for serviceman’s family * Ex:llluded, except for serviceman’s family (1) Determination of Benefit Amounts: Benefits are primarily related
maintenance. owance. owance. 3
(iii) Ot,h?;' ; PUBHoR o O R A L e e i e i Excluded. to family size and income.
relief. :

vors’ benefits: ; ; . : (2) Relationship of Benefit Amount to Family Size: The old law pro-
0 Railroadt rctirirlnent, ;ocial Benleﬁts completely tex‘;:ha:led until ;n{;— Samehns old law Dfor frsl%%i' ené.ltlcd to vides more for the first than for subsequent children. Under the
security, public and pri- ployee’s prior contributions exceede such income on Dec. ; 10 percent
vate employee retirement 10 percent of benefits excluded there-  exclusion applies to all auch‘incg,me for new law, the allowance for the first child ranges from $20 to $72
systems. after; retirement pay waived also ex- other pensioners; waived retirement per month, but subsequent children receive $20 each,
cluded; excludes RSFFP! annuities. pay included except for- military re-
; tirement. ¢
(i) VA compensation._.______._. Bxdlided e S A e e Excluded, except for World War I ad- .
justed compensation., : (3) Relationship of Benefit to Place of Residence: Nonme.
(iii) Life insurance proceeds... .. Federal }ife insu;_ax;ce excluded; 1(1) pelr- Feder:.l 1}fe msurgncc; exch.:g{ad; lio ple}'- 3
cent of proceeds from commercial poli- cent of proceeds from other life .
ool 1450 R g R : (4) Relationship of Benefit Amount to Cost of Living Changes: None, |
(iv) Burial allowances, death Not applicable. . . . . ________.___. Exﬁluﬁgd,Lexce t f201r death gratuity under ; I
s, ek, A 84 2aum. riatal lans Sududedtes e i (5) Current Benefit Amounts: Under the old law benefits are $50,40 ‘

) @ther theomelse. . . OBADL . o L. ssdush

(h) Income spent for:
Sk %J

Excludes mustering out pay, State veter-

ans’ bonuses, fire insurance proceeds, '

relocation payments.

nusual medical expenses._. Included.. oo aaana

(ii) Final expenses_ .. .........

Excludes State veterans’ bonuses, fire
insurance proceeds, pay for obligatory
civic duties, relocation payments. 4

Excluded; - Ry |
Excludes expenses of last illness, burial,
and just debts of deceased veterans in

per month for an unremarried widow with no child; $63 for a widow
with one child; and $7.56 more for each additional child. Widows
in medically determined need of regular aid and attendance may
receive $50 more per month, In families where no widow is

entitled to a pension, one eligible child receives $27,30 per {
month; two eligible children $40,95 (divided equally), and three

eligible children $54,60 (divided equally). For each additiomnal

eligible child, another $7.56 is paid.

excess of other VA reimbursements.
1 Retired Servicemen’s Family Protection Plan (10 U.8.C. ch, 73). L

(3) Asset Test: Under the new law, a pension is not payable to those
persons whose estates are so large that it is reasonable they look
to the estate for maintenance., The "estate" is defined as all
real and personal property except for the dwelling, a reasonable
lot and personal effects. A pension is generally allowed if the
person can be expected to deplete his/her assets in his/her
remaining lifetime., This conversion is determined by the Veterans
Administration according to: (1) income; (2) cost of selling
assets; (3) liquidity of assets; (4) life expectancy of the widow
or child; and (5) potential rate of depletion of the estate,

There is no assets test under the old law. ' «‘

there is no widow, eligible children receive $49 monthly for the
first child, plus $20 for each additional child, with the total
divided equally among the children.

If the widow is disqualified because of excess income, or if \

Benefits under the new law are displayed in the following table,

(4) Other Eligibility Conditions:

' (a) Work Requirements: None,

(b) Citizenship: No requirement,
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REGULARPEN&ON(NEWLA“O
Income not Widow Widow and

more than Alone 1 Child
$300 $108 $128
400 107 128
500 106 128
600 105 128
700 102 128
800 99 127
900 96 126
1,000 92 125
1,100 88 124
1,200 84 122
1,300 80 120
1,400 76 118
1,500 72 116
1,600 68 114
1,700 64 112
1,800 60 110
1,900 56 108
2,000 52 106
2,100 48 104
2,200 43 101
2,300 38 98
2,400 33 95
2,500 28 92
2,600 23 89
2,700 18 86
2,800 13 83
2,900 8 80
3,000 5 77
3,100 73
3,200 69
3,300 65
3,400 61
3,500 57
3,600 53
3,700 49
3,800 49
3,900 49
4,000 49
4,100 49
4,200 49

An applicable formula will reduce pension for every dollar of income

above that shown in the $100 increment levels.

Source: Veterans Adminiattation, Federal Benefits for Veteran

and Dependents, Washington, D,

page 36,

(6) Comparison to Poverty Level:
45 percent of the relevant pov
size and income,

c.’ U.s. G.P.o.’ JSDMI'YI, 1975

Benefits range from 29 percent
erty level dependent upon family

(7) Other Benefits/Related Pro rams: None,
————==21r8/Related Programs

K.

=111 -

Cost and Caseload Information: 1In fiscal year 1975, 955,797 widows
or widowers and 879,380 children will receive payments totalling
approximately $l,131,732,000.

Interactions with Other Programs:

(1) Program Eligibilitz: No automatic eligibility for any other

program,

(2) Program Income: Taxes benefits received from social security,
railroad retirement, public and Private employee retirement
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21, VETERANS HOSPITALIZATION*

A,

C.

D.

E.

Fe

Ge

He

Legislative Objective: To provide inpatient, medical, surgical and
neuropsychiatric care and related medical and dental services to
veterans,

Governing Regulations: 38 U,S.C., Chapter 17,

Administering Agency: Veterans Administration, Department of Medicine
and Surgery,

Financing: Annual appropriatiomns,

Population Coverage: Nationwide,

Types of Assistance: Provision of services,

Uses and Use Restrictions: Limited to provision of medical services,

transportation and incidental expenses, mental health services, coun-

seling and training of the veteran’s family as necessary to the treat-
ment or rehabilitation of the veteran,

Eligibility Requirements:

(1) Categorical Eligibility: Any veteran who was released or dis-
charged from military service under conditions other than dis-
honorable may be provided hospitalization if he or she states
under oath that he or she is unable to defray the cost of nec-
essary hospital care elsewhere, The "ability to pay" statement
is not required for veterans who have service-connected disabil-
ities, who are 65 years of age or older, or who are in receipt
of a VA pension, Priority for admission is extended to veterans
requiring treatment for a service-connected disability,

A spouse or child of a veteran who has a total disability,
permanent in nature, resulting from a service-connected disability,
or the widow and surviving child of such a veteran are eligible
for medical benefits under the CHAMPVA program, Normally, this
care will be provided in non-VA facilities,

(2) Income Test: None, except for statement of "inability to pay."

(a) Treatment of Earned Income: Not applicable,

(b) Treatment of Unearned Income: Not applicable,

(3) Asset Test: None,

#*Inform~tion for this program description was taken from Office of Management
and Budget, Catalog of Federal Domestic Assistance, 1974, U.S. G.P.0O., Wash-

ington, D,C.

I,

Je

K.
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(4) Other Eligibility Conditionms:

(a) Work Requirements: None,

(b) Citizenship Requirements: None,

(c) Institutional Status: None.

(d) Residence Requirement: None,

Benefits: Benefits include the provision of medical, surgical,
neuropsychiatric and dental services, transportation and incidental
expenses for a veteran unable to defray the expense of transportation,
mental health services, counseling and training of immediate family
members when necessary for the effective rehabilitation of the veteran,

(1) Determination of Benefit Amounts: Not applicable,

(2) Relationship of Benefit Amounts to Family Size: None.

(3) Relationship of Benefit Amount to Place of Residence: None,

(4) Relationship of Benefit Amount to Cost of Living Changes: None.

(5) Current Benefit Amounts: Not applicable,

(6) Comparison to Poverty Level: Not applicable,

(7) Other Benefits/Related Programs: Veterans Outpatient Care,

Cost and Caseload Ihformation: 1974 estimates of the total number

of veterans treated in VA hospitals totalled 1,014,000 at a cost of
$1,975,697,000, Projected FY 1975 cost amounted to $2,137,741,000,

Source: U,S., Office of Management and Budget, Catalog of Federal
Domestic Assistance, 1974, U,S. G.P.0.,, Washington, D.,C., pages 6-75,

Interactions With Other Programs:

(1) Program Eligibility: Automatically entitled to Veterans Out-
patient Care,

(2) Program Income: Income from other programs is not taxed.
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(2) Income Test: None,

22, VETERANS OUTPATIENT CARE*
" (a) Treatment of Earned Income: Not applicable,

A, Legislative Objective: To provide medical and dental services,
medicines and medical supplies to eligible veterans on an out-

patient basis,

(b) Treatment of Unearned Income: Not applicable,

B. Governing Regulations: 38 U,S.C. 17; 38 U.S.C. 612, Chamt N

(4) Other Eligibility Conditions:

C. Administering Agency: Veterans Administration, Department of Medicine
and Surgery.

(a) Work Requirements: None,

D. Financing: Annual appropriations,
(b) Citizenship Requirements: None,

E. Population Coverage: Nationwide,
. (¢) Institutional Status: None,

F. Types of Assistance: Provision of services,

(d) Residence Requirement: None,

G. Uses and Use Restrictions: Outpatient services available at VA facil-

oo e A b L Sl I. Benefits: Benefits provided are in the form of services,

(1) Determination of Benefit Amounts: Not applicable,

He, Eligibility Requirements:

(2) Relationship of Benefit Amounts to Family Size: None

(1) Categorical Requirements: The following veterans are eligible for
outpatient care: (1) those suffering from a service-incurred or
service-aggravated illness or injury; (2) those suffering from a
nonservice—-connected illness which has aggravated a service-
connected injury; (3) those with established eligibility for
pre~ and post-hospital care; (4) Spanish American War veterans;
(5) those entitled to vocational rehabilitation; (6) military
retirees; (7) those with a service-connected disability rated at
80 percent or above; (8) those receiving increased pension or
additional compensation as a result of being permanently house-
bound; (9) those who require outpatient care to obviate the need
for hospital care; (10) the wife or child of a permanently dis-
abled veteran; the widow, widower or child of a deceased veteran
whose death was service~-connected, (under the CHAMPVA program).

(3) Relationship of Benefit Amount to Place of Residence: None,

(4) Relationship of Benefit Amount to Cost of Living Changes: None

(5) Current Benefit Amounts: Not applicable,

(6) Comparison to Poverty Level: Not applicable,

(7) Other Benefits/Related Programs: Veterans Prescription Service,

Jo Cost and Caseload Information: Estimated fiscal year 1975 cost figures

amount to $574,418 A
Crantat s 5000 In fiscal year 1973, 10,858,491 patients were

Outpatient dental care may be provided to: (1) veterans with
service-connected compensable dental disability; (2) former
prisoners of war with service-connected non-compensable dental
disabilities; (3) veterans with a service-connected non-compensabl
dental disability resulting from combat wounds or service traumaj
(4) those veterans in need of training to achieve independence;
(5) veterans of the Spanish American War, the Indian Wars, the
Philippine Insurrection or the Boxer Rebellion; (6) veterans
with a service~connected non-compensable disability who apply
for treatment of such conditions within one year following
discharge from active duty,.

Source: Office of Management and B g
udget, Catalog of -
tance, 1974, U,S,. G.P,0,, Washington, D.é. o= Donestic Asels

K. Interactions with Other Programs:

(1) ::gﬁrgz Eiigibility: Automatic eligibility for Veterans Prescrip-
rvice, except for those individuals whose 1
the maximum allowable income limit, [ 1uli0° Gy 1eee

(2) Program Income: Does not tax income from any other program,

*Information for this program description was taken from Office of Management
and Budget, Catalog of Federal Domestic Assistance, 1974, U.S. G.P.0.,

Washington, D.C.
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VETERANS NURSING HOME CARE*

A,

B,

C.

D,
E.
F.

Ge

He

Legislative Objective: To accommodate individuals who do not need
hospital care but require skilled nursing care, related medical
services, supportive personal care, and individual adjustment services

in a homelike atmosphere,

Governing Regulations: P.L. 88-450; 38 U.S.C. 5001,

Administering Agency: Veterans Administration, Department of Medicine

and Surgery.,

Financing: Annual appropriations,

Population Coverage: Nationwide.

Types of Assistance: Provision of services,

Uses and Use Restrictions: Services provided in VA nursing home

care units,

Eligibility Requirements:

Veterans must require skilled nursing

care and related medical services for an extended time, Need for
nursing home care is determined by a designated physician, Direct
admission to private nursing homes at VA expense is limited to

(1) veterans who require nursing care for a service-connected dis-
ability after medical determination by the VA, and (2) any person
in an Armed Forces hospital who requires a protracted period of
nursing care and who will become a veteran upon discharge from the
Armed Forces, VA may transfer hospitalized veterans who need a
protracted period of nursing care to a private nursing home at VA
expense, Normally VA authorized care may not be provided in
excess of six months except for veterans who require such care
for a service-connected or adjunct disability.

(1) Categorical Requirements:

(2) Income Test: None,

(a) Treatment of Earned Income: Not applicable,

(b) Treatment of Unearned Income: Not applicable,

(3) Asset Test: None.

(4) Other Eligibility Requirements:

(a) Work Requirements: None,

(b) Citizenship Requirements: None,

*Information for this program description was taken from: Office of Management
and Budget, Catalog of Federal Domestic Assistance, 1974,

I.

J.

K,
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(c) Institutional Status: None

(d) Residence Requirement: None,

Benefits: Ben
: efits consist of nu
rsi
care and provision of social, diversil8 g
activities and opportunities i

s medical services, personal
» Tecreational and spiritual

2,459,575 da
ys of car
of $102,672,983, € were provided to 10,532 veterans at a cost

Source: Vet
erans Administration, Department of Medicine and g
urgery,

Interactions with Other Programs:

Program,

(2) Program Inc
ome: Income from
d other pro
etermination of eligibility for nussiﬁ;aﬁzmisb:g:fiECIUded e
8,
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24, VETERANS DOMICILIARY CARE*
. (¢) Institutional Status: No
A, Legislative Objective: To motivate the veteram to return to the ; e
comnunity in a self-sustaining and independent living situation or (d) 'EE&EQEEEE—EESEEEEEEEE' N
to assist the veteran to reach optimal usefulness in a protective Py 3 4
environment., + Zenefits: Benefits Provided are in the form of
Ol services,
B. Governing Regulations: 38 U.S.C. 610; Executive Order 5398, (1) Determination of Benefit Amounts: Not i
* Not applicable,

: elationship of Benefit Amounts to F

Ce Administering Agency: Veterans Administration, Department of Medicine (3 anily Size: None,

ol Soreety. ) Relationship of Benefit Amount to Place of Resi

- esidence: N
D. Financing: Annual appropriatiomns. e Relationship of Benefit Amount to o t of i
g st o Living Changes:
s None
E. Population Coverage: Nationwide, (5) Current Benefit Amount X
8: Not applicable
F. Types of Assistance: Provision of services, (6) Comparison to Povert
Yy Level: Not a
pplicable,

G. Uses and Use Restrictions: Provision of preventive medical assistance (7) Other Benefits/Related Se

and physical, social and psychological support in a sheltered environ- Veterans Nursing Home CarZVi;ezz b Jospitalization;

s Veterans State Domi .

ciliary Program,

Cost and Caseload
I )
estimated to be aformation: Expenses for fiscal year 1975 were

ment
© ' J.

He Eligibility Requirements: Hiaber cf $45,685,000, 1n fiscal year ]9
Patients provided care w 73 the average daily
(1) Categorical Requirements: Eligible applicants include: veterans e as 10,261,
discharged from active duty for an injury that is service-incurred ource: Catalogue of
or aggravated by performance of duty; permanently disabled veterans ' Domestic Assistance Programs, page 685
receiving disability compensation; or war veterans unable to defray K. Interactions with Other pr .
the expenses of necessary domiciliary care, ( rograms:
1) p -
: rogram Eligibilit ¢ No automati
(2) Income Tests: None, except that veterans must state that they are Program, c eligibility for any oth
unable to defray the cost of comparable medical care at a civilian ( y e
facility., | 2) Program Income:
¢ Income fro
that recipient m all sources must be g
(a) Treatment of Earned Income: Not applicable. no specific 1nc§:2 f:;i::e inability to pay for se:jiig:enﬁiy low
are established, § TRONORE

(b) Treatment of Unearned Income: Not applicable.

(3) Asset Test: None,

(4) Other Eligibility Requirements:

(a) Work Requirements: None,

(b) Citizenship Requirements: None,

*Information for this program description was taken from: Office of Management
and Budget, Catalog of Federal Domestic Assistance, 1974, U.,S. G.P.0,, Wash-
ington, D.C.; and Veterans Administration, Federal Benefits for Veterans and
Dependents, U,S. G.P.0., Washington, D.C., January 1, 1975,
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25, VETERANS PRESCRIPTION SERVICE#*

A,

Ce

D.
E,
Fe

G.

H,

Legislative Objective: To provide veterans and certain dependents and
survivors in need of regular aid and attendance with prescription drugs

and prosthetic devices,

Governing Regulations: 38 U.S.C. 612, P.,L. 91-500, P,L. 93-82,

Administering Agency: Veterans Administration, Department of Medicine
and Surgery.

Financing: Annual appropriations,

Population Coverage: Nationwide,

Types of Assistance: Sale, exchange or donation of property and goods.

Uses and Use Restrictions: Limited to drugs prescribed by physicians.
Prescriptions for alcoholic beverages or dietary supplements used for
weight control are not filled.

Eligibility Requirements:

(1) Categorical Requirements: Eligible persons include veterans,
dependents or survivors in receipt of increased pension or
compensation based on the need for regular aid and attendance or
by reason of being permanently housebound, Veterans whose pension
payments have ceased because their income exceeds the applicable
maximum limitation continue eligibility for prescription services
until their income exceeds the pension income maximum by more than

$500.

(2) Income Test: None, except that veterans whose pension payments
have ceased because of receipt of income in excess of the allowable
1limit become ineligible for prescription services when their income
is in excess of $500 above the allowable income limit,

(a) Treatment of Earned Income: Benefits cease when income
(either earned or unearned) exceeds the maximum allowable
income limit by more than $500.

(b) Treatment of Unearned Income: See Treatment of Earned Income.

(3) Asset Test: None.

(4) Other Eligibility Requirements:

(a) Work Requirements: None,

*Information for this program description was taken from: Office of Management

and Budget, Catalog of Federal Domestic Assistance Programs, 1974, U.S. GeP.0.,

Washington, D,C.; and Veterans Administration, Federal Benefits for Veterans
and Dependents, U,S. G.P.0,, Washington, D.C., January 1, 1975,

I.
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(b) Citizenshig Requirements: None,

(c) Institutional Status: None,

(d) Residence Requirement: Must reside in the U,S

Benefits: Benefits provided are in

no expense to the veteran, the form of prescription drugs at

(1) Determination of Benefit Amounts: Not applicable

(2) Relationship of Benefit Amounts to Family Size: None
. L

(3) Relationship of Benefit Amount to Place of Residence:

None,
(4) Relationship of Benefit Amount to Cost of L

iving Changes: None,

(5) Current Benefit Amounts: Not applicable,

(6) Comparison to Poverty Level: Not applicable,

(7) Other Benefits/Related Programs: Veterans Outpatient Care
L]

Cost and Caseload Informatio
me R
to be §7,309,000.  In fiocal Y scal year 1975 expenses were estimated

filled, r 1973, 1,731,000 prescriptions were

Source: Catalogue of Domestic Assistance Programs, page 687

Interactions with Other Programs:

( ) g *

(2) nggggm~1ncome' I
: ncome received from
above allowable income limit for veter
loss of prescription service benefits,

any source in excess of $500
ans pensions causes automatic
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SERVICE PROGRAMS

26, GRANTS TO STATES FOR SERVICES*

A. Legislative Objective: For the purpose of encouraging each State to

B.

Ce

De

Ee

Fo

G.

H,

furnish services directed toward: (1) achieving or maintaining economic
self-support and self-sufficiency; (2) preventing or remedying neglect,
abuse or exploitation of (children and) adults unable to protect their
own interests or preserving, rehabilitating or reuniting families; (3)
preventing or reducing inappropriate institutional care by providing
for community-based, home-based or other less intensive forms of care;
and (4) securing referral or admission for institutional care when
other forms of care are not appropriate or providing services to
individuals in institutions,

Governing Regulations: Title XX of the Social Security Act. The title
became effective October 1, 1975.

Administering Agency: Department of Health, Education and Welfare,
Social and Rehabilitation Services, Community Services Administration.

Financing: Annual appropriations.

Population Coverage: Nationwide.

Types of Assistance: Federal matching grants to States equal to 90
percent of the total quarterly expenditures for the provision of family
planning services and 75 percent of the total expenditures for the
provision of other social services.

Uses and Use Restrictions: Funds must be expended for the operation
of approved service programs under Federal regulatory requirements
(45 CFR 228).

Eligibility Requirements:

(1) Categorical Eligibility Requirements: Eligibility is determined
on an individual basis under Title XX except where States have,

" under previous service legislation (Title IV-A or Title VI),
provided for group eligibility to potential recipients of service,
and then only until March 31, 1976 (see 45 CFR 228)., The following
individuals are eligible for services under Title XX:

(a) those who meet eligibility requirements based upon income
maintenance status; including:

l. recipients of AFDC;

*Information for this program description was taken from Ue.S. House of
Representatives, Committee on Ways and Means, The Social Security Act As
Amended Through January &4, 1975 and Related Laws, UsSs G.P.0., Washington,

D.C., Februaty 12; 1975,

I.

(2)

(3)
(4)

(2)
(3)
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2, those persons whose needs were taken into account in
determining the needs of AFDC recipients; and

3, recipients of SSI benefits or State supplementary
payments,

(b) those who meet eligibility requirements based upon the status
of their income, that is, individuals are eligible if the
family’s monthly gross income is less than 115 percent (or at
the State option, a lower percentage) of the median income of
a family of four in the State adjusted for size of family,

A fee for service to an eligible individual must be imposed by the
State if the individual’s monthly gross income is more than either
80 percent of the State’s median income for a family of four ad-
justed for family size or the national median income for a family
of four adjusted for family size.

Income Test: None, except that non-AFDC, non-SSI recipients are
eligible only if the family’s monthly gross income does not exceed

115 percent of the family-size-adjusted median income of a family
of four,

(a) Treatment of Earned Income: All earned income is included
in the determination of eligibility for non-AFDC, non-SSI
recipients,

(b) Treatment of Unearned Income: All unearned income (with the
exception of Food Stamp bonus amounts) is included in the
determination of eligibility for non-AFDC, non-SSI recipients.

Assets Test: None,

Other Eligibility Requirements:

(a) Work Requirements: None,

(b) Citizenship Requirements: None,

(c) Institutional Status: None,

(d) Residence Requirement: None,

Benefits: Benefits consist of services provided and may not include
cash benefits to individual recipients for income maintenance purposes.

(1)

Determination of Benefit Amounts: Not applicable.

Relationship of Benefit Amount to Family Size: None,

Relationship of Benefit Amount to Place of Residence: None,




Je
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(4) Relationship of Benefit Amount to Cost of Living Changes: None.

(5) Current Benmefit Structure: Not applicable.

(6) Comparison to Poverty Level: Not applicable,

(7) Other Benefits/Related Programs: None,

Cost and Caseload Information: None available since program did not

become effective until October 1975,

Interactions with Other Programs:

(1) Program Eligibility: No automatic eligibility for any other
program,

(2) Program Income:

recipients, (except for Food Stamp bonus coupon amounts) ¢

T = =

Income from all sources included in the determina-
tion of eligibility for receipt of benefits for non-AFDC, non-SSI
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27, STATE AND COMMUNITY PROGRAMS ON AGING*

A,

B.

Ce

D.

E,

F.

Ge

He

Legislative Objective:

To encourage and assist State and local
agencies in the development of comprehensive and coordinated systems
of social services to pesons age 60 and over,

Governing Regulations: Title III of the Older Americans Act of 1965,

as amended; Title 45 CFR Part 903,

Administering Agency: Department of Health, Education and Welfare,

Financing:

Office of Human Development, Administration on Aging.

Funds are appropriated by the Congress and distributed to
States under a statutory formula set forth in Section 306 of the Older
Americans Act, which is based in part on the State’s proportion of the
total U.S. population age 60 or over,

Population Coverage: Nationwide,

Types of Assistance: Program planning and administration at State and

local levels and support for social services programs including trans-
portation and escort services, outreach services, counseling services,
health related services, preventive services (which include periodic
screening and evaluation, homemaker services, home health services,
homemaker-~home health aide services, chore services, friendly visiting
services, telephone reassurance services, protective services, and
housing assistance), recreational services, continuing education
services, legal services, welfare services, nutrition services,
employment services, information and referral services, and any other
services determined to be necessary for the general welfare of older
persons,

Uses and Use Restrictions: None,

Eligibility Requirements:

(1) Categorical Requirements: To qualify for the benefit of available
services persons must be age 60 or over,

(2) 1Income Tests: None,

(a) Treatment of Earned Income: Not applicable,

(b) Treatment of Unearned Income: Not applicable.,

(3) Asset Test: None.

*Information for this program description was taken from the Department of
Health, Education and Welfare, Office of Human Development, Administration

on Aging,

T e Bt w-a v W SR W Y Y e S _-p
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(4) Other Eligibility Conditions:

(a) Work Requirements: Nomne.
(b) Citizenship: Nome.
(c) Institutional Status: None.
(d) Residence Requirement: None.
Benefits:
(1) Determination of Benefit Amounts: Not applicable.
(2) Relationship of Benefits to Family Size: None.
(3) Relationship of Benefit Amount to Place of Residence: None,
(4) Relationship of Benefit Amount to Cost of Living Changes: Nome.
(5) Current Benefit Amounts: Not applicable.
(6) Comparison to Poverty Level: Not applicable.
Other Benefits/Related Programs: Older persons are eligible to

7
( )/ participate in the Community Service and Continuing Education

uthorized under the Higher Education Act of 1965; the
iziizazzuzation Act Programs; the Older American Community Se?vi;e
Employment Act Program; the Economic Opportunity Act Programs,it e
Older Americans Volunteer Programs authorized under the Domestic
Volunteer Service Act of 1973; the Urban Mass Transportation Act
of 1964, as amended; the Comprehensive Employment and Training

Act of 1975,

The current (FY 1976) Title III Program

$15 million for State Agency activities
Caseload infor-

Cost and Caseload Information:

appropriations are $91 million:
aﬁs $76 million for Area Planning and Social Services.

mation is not available.

Interactions with Other Programs:

Receipt of benefits from this program does

1) Program Eligibility:

i not automatically entitle recipient to benefits from any other
program,

(2) Program Income: Does not tax income from any source,

28,
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NUTRITION PROGRAM FOR THE ELDERLY*

A,

B,

C.

D.

E.

F.

G

H,

Legislative Objective: To provide Older Americans with nutritionally
sound meals served in strategically located centers, offering supportive
services including nutrition education,

Governing Regulations: Title VII of the Older Americans Act of 1965,
as amended, Secs, 701-710,

Administering Agency: Department of Health, Education and Welfare,
Office of Human Development, Administration on Aging.

Financing: Annual appropriations are used to make grants to States,
Grant amounts are determined according to the ratio of the State’s
population aged 60 or over to the total U.S. population aged 60 or
over, No state is allotted less than one-half of one percent of the
total appropriation for the fiscal year; and Guam, American Samoa, the
Virgin Islands and the Trust Territory of the Pacific Islands are each
allotted one-quarter of one percent of the total fiscal year appropria-
tions,

Population Coverage: National coverage.

Types of Assistance: Cash grants to provide nutritional meals plus

supportive services for which individuals may make contributions,

Uses and Use Restrictions: Funds are to be used toward payment of the

cost of operating congregate nutrition projects for the elderly., Home
delivered meals may be provided through a project which is primarily
congregate-setting-oriented.

Eligibility Requirements:

(1) Categorical Eligibility Requirements: All persons aged 60 or
above who either: (1) cannot afford adequate meals; (2) do not
possess the skills to select and prepare nourishing meals;

(3) have limited mobility which may impair their ability to shop
and prepare their own meals; or (4) suffer from a feeling of
isolation which removes the incentive to prepare a meal and eat
alone, are eligible to participate in this program. No other
eligibility criteria are imposed, :

(2) Income Tests: None.

(a) Treatment of Earned Income: Not applicable.
(b) Treatment of Unearned Income: Not applicable,

*Information for this program description was taken from United States Senate,
Committee on Labor and Public Welfare, Subcommittee on Aging, Older Americans
Comprehensive Service Amendments of 1973, Washington, D.Ce., U.Se. G.P.0., May

1973,
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(3) Assets Test: None.,

(4) Other Eligibility Requirements:

(a) Work Requirements: None.

(b) Citizenship: None.

(c) Institutional Status: None.

(d) Residence Requirement: None.

tritious meals provided
: The benefits to individuals are nu "
ienifigzgeniai social setting which combines the provisiinslziisngo:ith
d:et and an attempt to dispel feelings of loneliness or 180 »

supportive services available.

(1) Determination of Benefit Amounts: Not applicable.

(2) Relationship of Benefits to Family Size: None.

(3) Relationship of Benefit Amount to Place of Residence: None,

(4) Relationship of Benefit Amount to Cost of Living Changes: None,

(5) Current Benmefit Amounts: Not applicable.

(6) Comparison to Poverty Level: Not applicable.

TopToans amps
(7) Other Benefits/Related Programs: Participants may use Food Stamp

as a contribution for meals.

Program
The Fiscal Year 1975 Title VIIL

As of June 30, 1975, approx-
941 nutrition sites located

Cost and Caseload Information:
appropriations amounted to $125,000,000.
jmately 240,000 meals were gserved daily in 4,

in 682 Nutrition Projects.

Interactions with Other Programs:

(1) Program Eligibility: No automatic eligibility for any other
program.

g o
(2) Program Income: Since there is no income test, there is n
taxation of any income from any other sourcee.

29.
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SENIOR COMMUNITY SERVICE EMPLOYMENT PROGRAM*

A, " Legislative Objective: The program is designed to provide, foster and

promote useful part-time work opportunities in community service activ-

ities for economically disadvantaged persons aged 55 or over.

B. Governing Regulations: Older Americans Community Service Employment

Act, Title IX of the Older Americans Act (as amended in 1975) 29 CFR 89.

C. Administering Agency: Department of Labor, Office of Manpower Develop-

ment Programs,

D, Financing: Annual appropriations, The Secretary of Labor allocates
funds from the general Treasury not to exceed 90 percent of costs of
establishing and operating a project for the employment of older
persons in community service activities, except that he is authorized
to pay 100 percent of the cost of any project which is an emergency or
disaster project or is located in an economically depressed area. The
funds are allocated to the States by use of a formula grant,

E. Population Coverage: Nationwide.

F. Types of Assistance: Direct cash assistance with specified use.

G, Uses and Use Restrictions: Assistance payments must be used to
establish and/or operate a project for the employment of older persons
in the provision of community services,

He Eligibility Requirements:

Applicant Eligibility:

(1) Categorical Requirements: Public or private nonprofit organiza-
tions, agencies of a State or local government or combinations
of political subdivisions and Indian tribes on Federal or State
reservations are eligible for Federal assistance if they conduct
a program which will provide employment for eligible individuals
in the community or near the community where ‘the eligible individ-
ual resides which will result in an increase in employment oppor-
tunities for eligible individuals and will not displace employed
workers or impair existing contracts. Projects cannot involve
political parties, nor can work be performed on any facility used
as a place for sectarian religious instruction or worship,

*Information for this program description was taken from the Federal Register,
Vol, 40, No. 116, Monday, June 16, 1975, ppe. 25562 ff., and the Older Americans
Comprehensive Service Amendments of 1973, prepared by the Subcommittee on

Aging of the Committee on Labor and Public Welfare, U.S. Senate, May 1973,
UeSe GoP.0O,, Washington, D.C.
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Je.

(1)

(2)

(3)
(4)

(1)

(2)
(3)

(4)
(5)

(6)
(7

Categorical Requirements: Individuals who are aged 55 or older

with low incomes and who have or would have difficulty in securing
employment are eligible for employment under this program,
Preference is given to individuals aged 60 or above,

Income Tests: Individual must be a member of a family whose

Asset Test:

annual income is at or below the Federally established poverty

level or be a member of a family receiving SSI payments, K.

Cost and Caseload Informa :
3 $42,000,000 will be spentt::n;n
The Department of Labor estimate
individuals will be employed und
[It should be noted that cost f1

appropriated for Oper
Title IX, oL v Saine

quarter in Fiscal Year 1976,]
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In Fiscal Year 1976 approximately
estimated 12,400 part-time positions

8 that approximately 20,000 differen;
er the program during Fiscal Year 1976
8ures include funds that have been ¢

tream which has been
None of the above estimates take into accojzzd:gei:::ra

Interactions with Other Programs:

(1)

None.

Other Eligibility Conditions:

(2)
(a) None,
(b)
(c)

(d)

Work Requirements:

Citizenship: None,

Institutional Status: None,

Residence Requirement: None,

Benefité:

Determination of Benefit Amount: Benefits for this program consist
of the subsidized employment of older workers, Workers are paid
the highest of: (a) the minimum wage established by the Fair Labor
Standards Act; (b) the applicable State or local minimum wage; or
(c) the prevailing rates of pay for persons employed in similar
public occupations by the samé employer,

Relationship of Benefit Amount to Family Size: None,

Relationship of Benefit Amount to Place of Residence: None,
except that some States or localities have higher minimum wages
than others.

Relationship of Benefit Amount to Cost of Living Changes: None,

Current Benefit Amounts: Vary according to the higher of the
Federal minimum wage or applicable State or local minimum wage,
or prevailing rate of pay for persons similarly employed. The
average annual wage is $2,500,

Comparison to Poverty Level: Not applicable,

Other Benefits/Related Programs: Yearly physical examinations,
job training, personal and job-related counselling and, in some
cases, placement into regular unsubsidized jobs.

Program Eligibilit :

Sraaran No automatic eligibility for any other

Program Income: All income includi.
ng Federal b
considered as income for the determination of t;::f;::gzzz
s ’

with the exception of Fed
eral SSI and State
payments, and Food Stamp bonus coupon amOuntfupplemental SSI
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30, FOSTER GRANDPARENT PROGRAM*

A. Legislative Objective: To provide opportunities for low-income persons
aged 60 and over to render supportive services to children having
exceptional needs.

B. Governing Regulations: Title II, Part B of P,L. 93-113.

C. Administering Agency: ACTION.

D, Financing: Annual appropriations.

E. Population Coverage: Nationwide.

F. Types of Assistance: Grants to public and non-profit private agencies
and organizations,

G. Uses and Use Restrictions: Money must be used to pay part or all of
the cost of development and operation of projects designed to allow
persons 6C or over to serve children with exceptional needs.

H, Eligibility Requirements:

(1) Categorical Eligibility Requirements: Eligible persons include
persons aged 60 or over of low income who are no longer in the
work force., Assignments may not result in the displacement of
employed workers,

(2) Income Tests: None,

(a) Treatment of Earned Income: Not applicable.

(b) Treatment of Unearned Income: Not applicable.

(3) Assets Test: None,

(4) Other Eligibility Requirements:

(a) Work Requirements: None,

(b) Citizenship Requirements: None,

(¢) Institutional Status: None,

(d) Residence Requirement: Nomne,

*The information for this program description was taken from U.S. Senate,
Committee on Labor and Public Welfare, Subcommittee on Aging, Older Americans
Comprehensive Services Amendments of 1973, U.S. G.P.0O., Washington, D.C.,

I,
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K,
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Benefits: Older persons are provided an opportunity for useful service
interacting with children with exceptional needs; children receive
needed care and attention from a concerned adult, Foster parents serve
a maximum of 20 hours per week with a modest stipend to permit them to
serve without extra cost to themselves,

(1) Determination of Benefit Amounts: Not applicable,

(2) Relationship of Benefits to Family Size: None,

(3) Relationship of Benefit Amount to Place of Residence: None.,

(4) Relationship of Benefit Amount to Cost of Living Changes: None,

(5) Current Benefit Amounts: Not applicable,

(6) Comparison to Poverty Level: Not applicabie.

(7) Other Benefits/Related Programs: Retired Senior Volunteer Program,
Senior Companion Program,

Cost and Caseload Information: The fiscal year 1975 budget amounted

to $28,287,000, As of June 30, 1975, the program had 13,627 volunteers.,

Interactions with Other Programs:

(1) Program Eligibility: No automatic eligibility for any other
program, w

(2) Program Income: No taxation of income from other programs in j
determining benefit amount.
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31. RETIRED SENIOR VOLUNTEER PROGRAM*
(1) Determination of Benefit Amounts: Not applicable,

A, Legislative Objective: To create a variety of meaningful opportunities
for persons 60 years of age and over to participate more fully in the (2) Relationship of Benefits to Family Size: None.
life of their communities through volunteer service, L

(3) Relationship of Benefit Amount to Place of Residence: None,

B. Governing Regulations: Title II, Part A of PL 93-113,

(4) Relationship of Benefit Amount to Cost of Living Changes: None.

C. Administering Agency: ACTION,

(5) Current Benefit Amounts: Not applicable.

D, Financing: Annual appropriations,
(6) Comparison to Poverty Level: Not applicable.

E. Population Coverage: Program is nationwide,

(7) Other Benefits/Related Programs: Foster Grandparent Program,
F. Types of Assistance: Grants to public and nonprofit private agencies Senior Companion Program,
and organizations,

J. Cost and Caseload Information: The RSVP budget for Fiscal Year 1975

G. Uses and Use Restrictions: Grants are made to pay (on a cost-sharing amounted to $15,980,000, As of June 30, 1975, there were 149,602
basis) for the cost of development and operation of local projects volunteers participating in the program.
designed to allow persons 60 or over to offer their services to the
community., K. Interactions with Other Programs:
H, Eligibility Requirements: (1) Program Eligibility: No automatic eligibility for any other
program,

(1) Categorical Eligibility Requirements: Eligible persons must be
age 60 or over, retired or semi-retired. Assignments may not (2) Program Income: No taxation of any income from any other source.
result in the displacement of employed workers,

(2) 1Income Tests: None,

(a) Treatment of Earned Income: Not applicable,

(b) Treatment of Unearned Income: Not applicable.

(3) Assets Test: None,

(4) Other Eligibility Conditions:

(a) Work Requirement: None,

(b) Citizenship Requirement: None,

(c) Institutional Status: None,

(d) Residence Requirement: None,

I. Benefits: Older Americans are provided with opportunities for volunteer
service in their retirement years, They are helped to use their skills,
experience and talents to meet community needs, permitting them to enjoy
the self-respect and satisfaction that comes from being needed and
serving others,

*This program description was prepared by staff members at ACTION,

= Sa— e R T
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32, SENIOR COMPANION PROGRAM*

A, Legislative Objective: To provide meaningful part-time volunteer
opportunities to low-income persons, age 60 and over, who give help
and support to adults with special or exceptional needs in health,
education, welfare and related settings,

B. Governing Regulations: Title II, Part B of PL 93-113,

C. Administering Agency: ACTION,

D, Financing: Annual appropriations,

E. Population Coverage: Eighteen projects are presently in operation,
It is anticipated that the program will be expanded to place projects
in all 50 States.

F. Types of Assistance: Grants to public and non-profit private agencies
and organizations,

G, Uses and Use Restrictions: Grants are made to community sponsors for
development and operation of projects designed to allow low-income
persons age 60 or over to offer support and companionship to adults
with special or exceptional needs,

He Eligibility Requirements:

(1) Categorical Eligibility Requirements: Eligible persons must be
age 60 or over of low income who are no longer in the work force,
Assignments may not result in the displacement of employed workers,

(2) 1Income Tests: None,

(a) Treatment of Earned Income: Not applicable,

(b) Treatment of Unearned Income: Not applicable.

i

(3) Assets Test: None,

(4) Other Eligibility Conditions:

(a) Work Requirement: None,

(b) Citizenship Requirement: None,

(c) 1Institutional Status: None,

(d) Residence Requirement: None,

*This program description was prepared by staff members at ACTION,
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Benefits: Older persons are provided opportunities to contribute to

their communities and enrich their retirement years by serving adults
having special needs. Senior Companions serve a maximum of 20 hours
per week and receive a stipend that permits them to serve without

extra cost to themselves,

(1) Determination of Benefit Amounts: Not applicable.

(2) Relationship of Benefits to Family Size: None,

(3) Relationship of Benefit Amount to Place of Residence: None.

(4) Relationship of Benefit Amount to Cost of Living Changes: None,

(5) Current Benefit Amounts: Not applicable.

(6) Comparison to Poverty Level: Not applicable.
(7) Other Benefits/Related Programs: Retired Senior Volunteers

Program, Foster Grandparents.

Cost and Caseload Information: The Fiscal Year 1975 budget amounted
to $1,600,000, As of June 30, 1975, the program included 1,028
volunteers.

Interactions with Other Programs:

(1) Program Eligibility: No automatic eligibility for any other
program,

(2) Program Income: No taxation of any income from any source.
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G. Uses and Use Restrictions: For grants to CAAs and other public
33. SENIOR OPPORTUNITIES AND SERVICES PROGRAM ; and private non-profit agencies.
A. Legislative Objective: Congress, in the 1967 amendments to the H. Eligibility Requirements:
Economic Opportunity Act established a program to be known as ; for those persons above
"Senior Opportunities and Services" (S0S) designed to identify and (1) CategoriC?l6geg$3§§2::§;'rezzggizm:n poverty neighborhoods as
meet the needs of older, poor persons above the age of 60 in one or §h§i§§: gy the local Community Action agency. Criteria used
WOrE OLetue Iuilenlng aress: t§ determine poverty neighborhoods is the number of families
OMB poverty threshold.
(1) development and pProvision of new employment and volunteer PRIt CHE uatinnns ¥ v

services; (2) Income Tests: None.
(2) effective referral to existing health, welfare, employment, ' f Earned Income:
housing, legal, consumer, transportation. education and recrea- (e "TESALSDL O
tional and other services;

Not Applicable.

(b) Treatment of Unearned Income: Not Applicable.

(3) stimulation and creation of additional services to remedy gaps

ts: None.
and deficiencies in Presently existing services and programs; (3} A0oEE Teges
ibility Conditioms:

(4) modification of existing procedures, eligibility requirements, (4) ‘Ghes Blig Y

and program structures to facilitate the greater use of, and (a) Work Requirements: None.

participation in, public services by the older poor; , -

; Citizenship: None.

(5) development of all - season recreation and service centers (b)

controlled by older persons themselves; (¢) 1Institutional Status: None.

(6) such other activities and services as determined by the Director (d)
to be necessary or especially appropriate to meet the needs of
older poor and assure them greater self-sufficiency.

Residence Requirement: None.

I. Benefits: Benefits consist of services provided.

B. Governing Regulations: Economic Opportunity Act of 1964 as amended : (1) Determination of Benefit Amounts: Not Applicable.
in 1967,

Relationship of Benefits to Family Size: None.

2
G Administering Agency: Community Services Administration (formerly (2)
Office of Economic Opportunity). (3) Relationship of Benefit Amount to Place of Residence: None.

DS Financing: Annual appropriations to local grantees, ordinarily (4)' Relationship of Benefit Amount to Cost of Living Changes: None.
Community Action agencies (CAAs).

g (5) Current Benefit Amounts: Not Applicable.
E. Population Coverage: Nationwide.

(6) Comparison to Poverty Level: Must comply with poverty guidelines.

F. Types of Assistance: Cash grants to grantee agencies to provide

some or most of the following programs: (7) Other Benefits/Related Programs: Not Applicable.
|

senior centers, civic influence and action, outreach and referral,

J. Cost and Caseload Information:
home health aid service, other health services, homemaker services,

J housing assistance, home repair services, handyman services, $10 per individual served; caseload 990,000. (The $10 1ndividu:1
transportation assistance, legal services, employment training or | cost is exclusive of additional Community Services Administrat o:
job finding, consumer education, other education, credit unions or funds such as Local Initiative, Community Food and Nutrition, 3n
buying clubs, feeding programs (home delivered meals, congregate . Emergency Energy and Winterization Program. This amount also Ois
meals), recreation and/or social, handicrafts, friendly visiting ' not include other Federal funds and the non-Federal matching monies

service, telephone reassurance. and in-kind services.)*

*Information supplied by the Community Services Administration.
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K. Interaction With Other Programs:

(1) Program Eligibility: No automatic eligibility for any other
program.

(2) Program Income: Since there is no income test, there is no
taxation of any income from any other source.

34.
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COMPREHENSIVE EMPLOYMENT AND TRAINING PROGRAMS

A.

Legislative Objective: To provide job training and employment

opportunities for economically disadvantaged, unemployed, and
underemployed persons and to assure that training and other
services lead to maximum employment opportunities and enhance
self-sufficiency by establishing a flexible and decentralized
system of Federal, State and local programs.

Governing Regulations: Titles I and II of the Comprehensive

Employment and Training Act, P.L. 93-203. Also, the Emergency
Jobs and Unemployment Assistance Act of 1974, P.L. 93-567 which
adds a new Title VI to the aforementioned Act. (29 CFR 94-96
and 98 and 29 CFR 99.)

Administering Agency: U.S. Department of Labor, Office of

Manpower Development Programs.
Financing: Annual appropriations.

Population Coverage: National coverage.

Types of Assistance: Formula grants and project grants with

specified uses. The Title I Program is directed to providing
training and employment opportunities to the unemployed,
underemployed, and disadvantaged. Program activities are:
Classroom Training;.0n~the-Job Training; Public Service Employ-
ment; Work Experience; Services to Clients; and other allowable
activities. The Title II program is directed to employing
unemployed persons residing in areas of high unemployment in
jobs which provide public services. The Title‘VI program is
directed to providing temporary public service employment for

unemployment persons.
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G Uses and Use Restrictions: Title I funds are allocated to either of which contain areas of substantial (6.5 percent

. - ified
governors for: (1) State Vocational Education agencies to or more) unemployment. Title VI - Applicants qualifie

d 1 or Stat
provide their services to prime sponsor areas; (2) costs under Title I and Indian tribes on Federal o "

incurred in staffing and servicing State manpower services reservations.

councils; and (3) provision of State manpower services to Beneficiary Eligibility:

(1) Categorical Requirements: Title I - Economically disad-

'prime sponsor areas. Ninety percent of the Title II funds

made available must be used to pay wages and friﬁge benefits vantaged, unemployed, or underemployed persons. Title II -

lication or
to participants. Funds may not be used for supplies, equip- Persons unemployed first 30 days prior to application

bstantial unemploy-
ment, or other property except in specific training situa- unemployed and residing in an area of substantial unemploy

= 30 d rior to
tions. Under Title VII, preferred consideration is given to ment. Title VI - Persons unemployed for 2 days P

high loy-
workers who have exhausted all unemployment compensation or application (except in areas of excessively high unemploy

are not eligible for it and workers who have been without a ment in which case persons need only be unemployed 15 days)

job 15 weeks or longer. The Title VI program is subject to or be underemployed.

: b f famil
the restrictions under Title II, except in areas of excessively (2) Income Tests: Individual must be a member of a family

blished
high unemployment where some of the Title II restrictions are whose annual income is at or below the OMB establishe

waived. poverty level.
| H. Eligibility Requirements (3) Asset Tests: None.
| Applicant Eligibility: | (4) Other Eligibility Conditions:
(1) Categorical Requirements: Title I - States, units of (a) Work Requirements: Information not obtained.
general local government having a population of 100,000 or (b) Citizenship: Nonme.
more, consortia of local government units, at least one of (c) Institutional Status: None.

t which has a total population of 100,000 or more, are con- (d) Residence Requirement: None.

' sidered eligible by the Secretary because of special circum- : I. :Bensgifs:

jb stances, and a limited number of Concentrated Employment (1) Determination of Benefit Amount: Benefits for this program
;Q ! Program grantees. Title II - Applicants qualified under ) consist of subsidized employment for qualified applicants.
? ! Title I and Indian tribes on Federal or State reservations, ' Workers aze paid the highese of the Federal mintmun wage or

Wi the applicable State or local minimum wage.
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(2) Relationship of Benefit Amount to Family Size: None.

(3) Relationship of Benefit Amount to Place of Residence: None,

except that some States or localities have higher minimum

wages then others.

(4) Relationship of Benefit Amount to Cost of Living Changes:

None.

(5) Current Benefit Amounts: Vary according to the higher of

the Federal minimum wage or applicable State or local

minimum wage.

(6) Comparison to Poverty level: Not applicable.

(7) Other Benefits/Related Programs: Not applicable.

Ts Cost and Caseload Information: *

K. Interaction With Other Programs:

'. (1) Program Eligibility: No automatic eligibility for any

4 other program.

(2) Program Income: Information not obtained.

N

=5
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*The National Council on Aging estimates that 1,126,000 individuals are employed
under Title I program, 6.1% of whom are age 45 or over; 227,100 individuals are

employed under Title II, 13.4% of whom are age 45 or over; and 157,000 individuals are
employed under Title VI, 13.8% of whom are age 45 or over.
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