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INERCDUCTION: SOME BASIC CGZ@Q@?TU&L PROBLEMS

income Maintenance Programs and the Income Pogition of Elderly Pecple

At the beginning of the present ceatury, elderly persons who wers
incapeble of supporting themselves typically had %o choose between living
with relatives in a state of dependercy or, lacking that possibility,
entering a poor house or charitable institution. Old-age or retirement
pensions were largely ia the future.l

Over the decades, snd particulsrly during the period since the
enactnent of the Soclal Security Act of 1935, a marked change bhas occurved
in the econcmic position of the sged. Nearly everyone approaching
retirenent age today can look forward to social securlty benefits ox other
publiec retirvement benefits, and in meny cases these will be supplemented
by incoms from a private pension plan. Heedy aged persons in the 65 and
clder bracket can, in most cases, qualify for old-age assistancs payments.

These developmenis have brought about & marked change in the iaccome
status of older people. Unfortunately, the lack of adequate statistiecal
data precludes an atiempt to analyze with any degree of precisicn the

changes occurring prior to the late l9h0's.2 Since then, the money income

Reuarees of a few large compenies, chiefly raillrcads, were recelving
vensions, vhile a few retired government employses--chiefly teachers, firve-
men, and policemen--were eligible for pensions. Elderly veterans or their
widows were also eligible for modest pensions.

@ The numerous special studies of old-age dependency that were coo-
ducted during the early decadess of the preseat century epplied to limited
groups and utilized concepts so different from those now employed in income
studies that they are virtually useless for compsrsative purposes. The 1940
Census collected data on wage and salary income, but since income from
sources other than earnings is relatively more important for the elderly -
than for any other group in the adult population, these datla are of lzyimed"




of persons aged 65 and older has, on the average, increased substantially,
although a large proportion continue to have incomss that sre sericusly
inadequate in relation to their budgetsry needs. One of the most signi-
ficant changes has been a sharp decline in the proportion of eliderly
persons reporting no income. This chenge has affectied elderly widows
particularly, since it was chiefly in this segment of the aged population
that persons with no income figured prominentily a deeade or 80 ago.
Howsver, the aged population has _been particularly bhard hit by the
inerease in consumer prices during this periocd, siace the most proacunced
increases heve occurred in the costs of items that ave paritlcularly impor-
tant in the budgets of elderly couples and individuals, especially hcusing
and medical care. BExisting date, as we shall see at a later point,
suggest that the real income status of elderly familles and individusls

in urban areas may actually have detericrated in the last decade or go.

The Eifecis on the Housing Merket

Despite the sbsence of evidence that the real incomes of elderly
families and individusls have incressed, at least in urban sveas, there
is little doubt that the aged ars becoming e more sigpificant factor in
the housing market than ever before and that this change is likely to coan-
tinue. The fact that a steadily rising proportion of the aged populaticn
is receiving some type of retirement income has cncouraged en increasing
percentage of elderly couples and individusls to wmaintain, or at least
aspire to meintain, independent housing arrengements to an advanced sge.

Furthermore, the sheer increase in the size of the older population has

value for anclysie of the income status of the aged. For further discussion
of these problems, see my chapter on "Aging and Income Sscurity,” in C.
Tibbitts, editor, Handbook of Socisl Geroniology: Socletal Aspectz of Aging
(Chicago: University of Chicago Press, 1990).




meant that they have become a more important factor in the housing market,
guite apart from any change in their income siatus.

¥esnwhile, the housing market is increasingly affected, not merely
by the decisions of elderly ccuples and individuals with raspect to their
living arrangemenis, but alsc by Vfariéus types of public and private
prograns affecting the housing and institutional facilities availsble
to the elderly. With the increasing interest of soclety in problems cf
aging, the Federal Government and scme of the state governments have
develoﬁed special housing programs for the elderly, as have certain local

governments and & number of private crganizations.

Income status snd retiremsnt status. The developmen® of public and private

retirement programs, along with other factors, has had a decided effect
on the retirement status as well as on the income status of elderly
people. Only about a third of the men aged 65 and over are in the labor
force today, as compared with 63 ner cent at the beginning of the prescfnt
century.S The decline has been interrupted only in time of wer ik
cecurred at an accelerated psce during the last decadeoh The percsntage
of elderly women in the labor force, ov the other hand, has teen small
throughout this period, although it has increased slightly in the last

decade cr so and is now approximately 12 per cent.,s
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3 See Gertrude Bancroft, The American Labor Force (Wew York: Wiley,

1958),M and Monthly Report on the Labor Force, Februsry, 1961, U. S.
Department of Labor (Weshington: Government Prinsing Office, 1961).

4 For further discussion of these trends, see my chapter cn "Work and
Pattergs of Retirement,” in R. Kleemeler, editor, Aging and leisure (forth-
coming

% Monthly Report on the Lebor Force, February, L96L.
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Although the fectors thet have been responsible for the decline in
the percentags of elderly men in the labor force are complex, there is
little doubt that the developmént of public and private retirement progrems
has played a role. For cne thing, private employers and government agencies
rarely require retirement at a fixed age in the absence of s pension or
retirement plau, but once a system providing retirement income has been
adopted, formal retirement rules tend to be imposed, and these of'ten pro-
vide for retirement et a fixed age.6 For another thing, there 1s in-
creasing evidence that individuals who can lecck forward to an sdeguate
retirement iacome are less likely 1o resist the idea of retirement than
those whose retirement income expectations are less i’avorable.?

The increasing prevalence of retirement as & way of life is having
important effects on the housing market, along with the change in incame
status of elderly people. It mesns that more and more elderly couples
and individuals can exercise freedom of choice as to where they will live
as well as} with respect Lo the type of housing accommodations they prefer.
They are no longer bound to live in proximity to the breadwinver’s former
place of employment or even, in many cases, to give any consideration
%0 the availability of employment opportunities in their preferred aresa
of residence. Tals dces not mean that all, or even & sizable proportion,
are likely to move to a différent erea. It does mean that many more are

free to do so, and that any assumption that the geographical distribution

6 "Work and Patterns of Retirement.”

7 Inia. , and my peper on "Income Security Programs and the Propensity
to Retire ," to be published in the proceedings of the Seminar in Social
Gerontology, International Association of Gerontology, Berkeley, California,
August, 1960.
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cf the aged populstion a decade or two from nov will conform closely

to its distribution today may prove to be serlously in error.

The dimensions of freedom of choice. One of the camplexitles fecing the

analyst of current end future changss in the housing market for elderly
pecple is the fact that freedom of choice can be exercised with respect
t0 & number of dimensions. |

Elderly couples and individuals desiring to make a change in their
housing accommodations are free, within the limits imposed by available
income and sssets, to choose between purchasing, renting, or living with
relatives. They are also free to choose between szingle-family or multiple-
family dwellings or various types of congregate living arrangements.

FPurthermore, s we have already suggested, they are incressingly
free to make chéices between geographic areas. This is not, clearly,
simply e question of whether cr not they will‘ decide ‘ﬁo move to Caliifornia
or Florida or Arizona. A retired farmer may, and frequently does, éaci&e
to move to the nearest town; a suburban couple may decide to move 4o the
nearest large city to be within close reach of entertainment and varicus
kinds of seﬁices; or an elderly couple or widowed individual mey decide
t0 move to an aree where an adult child end grandchildren are living. All
these types of moves, and others, have assumed some Importance in the past
and mey be increasingly important in the future.

Finally, especialiy among those aged 75 and over, as heslth deteriorates
and the maintenance of an independent household becomes ¢ifficult, the
couple or individval may have to choose between moving in with relatives

or entering a nursing home or some other type of cuasi-houschold or
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institution. This choice is not as free as the earlier choices we have
discussed, but, nevertheless, in maoy cases the decision will be made by
the irndividuals involved without intervention by a public or private
agency. And the conditions determining what type of decision will be made
in such cases are changing; The development of homemeker aad visiting
nursing services mey facilitate the maintensnce of independent elderly
households longer than would otherwlse be possible. On the other hand, the
improvement of conditions in nursing homes, and the development of
boarding homes and rest homes of various types that are more eittractive
than most of their present-day counterparts, will probebly encouwrage more
elderly people to enter these homes. And, although the _limited space
available in modern dwellings has long been recognized as a factor dis-
couraging moving in with relstives, anotber impcrtent factor thet has been
largely ignored in the litereture on housing for the aged is the increasing
laber force perticipation of mature married women. For the working womsn,
the decision to provide a home for an ailing parent is in some ways nme
difficult thar for her nonworking sister, since she may be forced either

%o give up her job or to hire an attendant to stay with the aged parent.

The Relationship Between Age and Housing Requirements

In the literature on the housing needs of older people, there is
increesing recognition of the desirability of employing & concept of the
1life cycle in relation to the analysis of the housing probleme of married
couples and individuals. Ashley and McFarlend, for example, point out
that it is important to focus attention on the housing reguirements of

families in fowr steges of life: (1) middle age, (2) later meturity,
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(3) early old ege, and late old age.,a Yet many statistieal analyses of
the income siatus and housing conditions of the cged have relied on date
relating to the 65 and over age-group, often without further sub-classi-
fication of the élderly population with respect to age. Clearly there is
& need, in all statistical apnelyses, for differentiating between thoss
aged 65 to T4 and those 75 and over, and, if possible, employing even
finer age breakdowns.

Furthermore, we need to pay & great éeal more atitention, in fubture
resea?ch, to thg chenges in housing arrangements that occur before age
65, and more particularly from about age 55 on. A sizable proportion of
Pedersl Government employees take advantage of eexrly retirement provisions,
as do significant percentages of perscns in privete employment.g Yet
we know very little abouti what happens to these people afterward. FHow
many shift into other employment, and how many retire permanently, perhaps
noving to & warmer climate? Furthermore, quite apart from early retive-
ment, we know very little sbout the changes in housing arrangements made
by couples and individuels in their fiftles and early sixties. How many
take advantsge of the relatively favorable income and asset position thai
characterizes this age group to effect a change in housing arrangements,
in anticipation of retirement, that might be more difficult later on?
And if only a small proportion makes such changes, what are the considera-

tions inhibiting others from doing so?

8 E. E. Ashley and M. C. McFarland, "Toward a Better Understanding of
How Best to Meet the Housing leeds of the Edlerly: The Need for Research,"
paper presented at Pifth International Gerontologlieal Congress;, San
Francisco, California, August 9, 1960.

3 See my "Work and Patterns of Retirement.”



There is little doubt that the federsl and state governments, in
their housing programs for elderly people, are likely to continue re-
stricting the benefits of the programs to thoses who are in the retirement
age brackets, and for gocd reasons. However, it is probable that signi-
ficant numbers of couples and individuals in their late fifties and early
sixtles are seeking living accommodations, through the private housing
merket, that are similar to those desired by many in the 65 and older
bracket. This may well be even more true in the future then 1t is at
present.

Finally, the trend toward increasing home ownership smong younger
adults will affect the income and housing status of the aged in the future,
along with changes in the propensity to save, in the proportion covered
by private pension plans, and in many other fectors. In fach, the rele-
vance of applying a life-cycle concept in connection with estimates of
the future income, asset, and housing status of elderly pecple scarcely

requires further elaboration.

THE CURRENT INCOME STATUS CF THE AGED

The Inadequacy of Existing Income Dats

It is impossible to determine, with any degree of precision, what
proportion of elderly couples and individuals have incomes that are
inadequate for their needs at the present time. The only study that ever

attempted such an appraisal for a nationwide sample of the aged population
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is based on income date that are now ten— years ol('i.lc Keanwhile, profound
changes have cceurred in ihe incomes received by elderly people, ia their
living coste, and in the relstive importance of the various sources from
which their incomes are received.

Steiner and Dorfman showed, on the basis of a nationwide follow-up
survey conducted by the U. 3. Bureau of the Ceneus in 1952 , that a large
proportion of aged couples ard individuals had incomes during the year

195L thet were too low for a "modest, btut adequate” level of living--

| specifically, 39-44 per cent of the couples, 47-50 per cent of the un-

. married men, and 65-69 per cent of the unmarried voznen.ll Furthermore,

sizable proportions cduld not afford even a subsistence level of living.

As the percentages indicate, poverty was most prevelent among the elderly
vnmarried women, somewhat less prevalent among the ummarried men; end

least prevalent among the couples. The study also provided & wealth

of detail on the labor force status of the elderly, on the sources of their
incomes and the extent of their asset holdings, and on thelr living
|errangements. Among otber things, it provided date which strongly suggested
that, where elderly couples or individuals were living with their adult
children, the lack of encugh income to maintain an ilndependent household

appeared to be the chief axplanation.lz

0 p, 0. Steiner and R. Dorfmen, The Economic Status of the Aged
Berkeley and Los Angeles: University of Californis Press, 1957).

X

Ibid., p. 80. The figures cited in the text refer Gto the per-

' centages whose total annual receipts were below the "eash equivalent standsrd

budget," which allowed for income in kind received because of home owner-
ship or food produced at home cr on the farm. Unmerried men (or unreliated
males, as the authors called them) were men who were widowed, divorced,

. separated, or single and thus had no spouse; similerly for unmarried women.

/ 12 Ibido, ppo 20_230



=10<

To what extent has the income status of the elderly improved, if
et all, since the Steiner-Dorfman study wes conﬁuctéd? The difficulties
that stand in the way of any attempt to auswer this qﬁssticn are menifold.
Although it is clear that money incomes of elderly people have, on the
average, increased since 1951, there is evidence thet the real incoms
status of the elderly may not have improved greatly, at least in urban
areas. Existing date permit only the roughest type of guess as to what
has happened to the real income position of the aged.

When the income data from the 1960 Census become available, it will
be possible to undertake a detailed analyeis of the money income status
of the elderly. In the meantime, we must rely, to & large extent, on the
income date collected annually through the Current Populstion Survey of
the U. S. Bureau of the Census. However, these data eare not publisked in
e form thai is 1deally suited to énalysis of the inccme stetus of the
eged and, in addition, are not availsble in sufficlent detail. The
personal. income data are somevhat unsatisfactory, since they shed no light
on how many elderly msn and women vwho are represented as individuals in
the tables actuvally pocl their incomes as marvied couples. According to
Epstein, these income data for individuals do "yield a remerksbly good
approximation to the actusl situation with regard to the size of the low-
income population.” > Although this may be true for purposes of roughly
estimating the size of the low-incame populaiioan, the data are difficult

+0 interpret in relation to the budgetery needs of the elderly.

13 lenore A. Epstein, "Scme Problems in Measuring the Economic Status
of the Aged in the United States,” paper presented at the Fifth Inter-
national Congreses of Gerontclogy, Sen Francisco, California, August, 19€0.
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The data on incomes of families and unrelsted individuals are also
not entirely sstisfactory, since, in the tables in which families are
classified according to the age of the household head, no light is shed
on the incomes of elderly couples or individuvels who are living with rela-
tives and are not classified as household heads. In soxe cases, moreover,
the elassification of an elderly individual as & household head is
‘honorific' and has no economic significance. For adequate analysis of
~g‘;he income status of the elderly, we need data in which the entire aged
population is classified; as in the Steiner-Dorfumen study, intc three
types of economic units--couples, unmarried men, end unmarried women.

Personal income date from the Current Population Survey indicate
that, between 1951 and 1959, tlrf proportion of men aged 65 and over who
reported no income fell fram ll.l to 3.2 per cent, tmile the percentage
of elderly women reporting no income dropped from L9 to 24.9 per cent.
Meanwhile, tm/median income of ey.eﬂy men who reported scme income
rose from $1,008 to $1,576, or-56.3 per cent, as ccampared with an inecrease
from $2,9‘/52 to $3,‘9/96, or 35‘1& per cent, for men of all ages. Elderly
women experienced a less sharp increase than elderly men, bul faved even

better during this pericd in relation to the general female population.

| bbyan iufﬁme for yen aged 65 and over reporting some income rose fram

| $536 to $797, or 48.7 peyent v wherea‘s/for women of all ages the medisn

rose from $1,045 to $1,222, or only 16.9 per cent.lh

14 Current Population Reporis: Consumer Income, U. S. Bureau of the

Census, Series P-60, Nos. 1l and 35 (Washington, D. C.: GCovernment Printing

Office, 1953 and 1961).
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The data for families provide a samewbat different picture. The

median inccme of familieweaded by an individual aged 65 and cver rose
e /

/ from $1,956 in 1951 to $2,83L in 1959, or 4%.7 per cent, yxi:ue the median
e il

[

inceme of all families rose from $3,709 to $5,417, or 46.¢ per cent. In
the case of unrel‘a};ed inﬁEMls 5 &ze median incame of those aged 65 and
over rose from $635 to $1,006, or 58.% per cent, while for the popule-
tipn of unre;tate@ indi\}duals of all ages, median income rose only from
$1,55 70 $1,5§, or 30.2 per c:etrt..}'5

' Thus, during this perlod, aged persons and unrelated individuals
experienced & relatively large increase in money income in ccmparison with
persons and unrelated individuals in the genera; population, but _fa.miliea
hesded by a person aged 65 and over did not do guite as well as all
families. Part of the explanation of this apparently inconsistent set

cf relationships is almost certainly to be found in the fact that the
proportion of elderly couples who were maintaining their own households
had increassed, that the cl;nnge hed occurrved chiefly eawong those with
comparatively lov incomes, aud that this "undoubling” of households had
held dowm the rate of increase in mediszn incoms for families headed by an
elderly /i.ndividual. Certain other dats relating %o household characteristics

also suggest that this type of change has been occu:rring.l6

15 1951 Gata on income of families and individuals are from Curpent
Population Reports: Consumer Income, U. S. Bureau of the Census, Series
P-60, No. 12 (Washington, D. C.: Govermment Printing Office, 1953). For
1959, family income data and personal income date are both included in
ibid., Series P-60, No. 35.

16 Cf. my "Aging and Income Security,” p. 210. Epstein alsc cites
data indicating that the proportion of non-married aged persons sharing
a home with relatives fell fram 33 per cent to 24 per cent betwesen 1950

and 1959 (op. cit.).
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However, elderly families liwving in rural aress experienced e
consi:_},_erab;y more marked increase in income, on the average, than those
/ in urban areas. Between 1951 and 1959, the iancrease in medisn income for
femilies headed by an('%z:z(}ividual aged 65 and over amcunted to 26,9/ per & '}‘Eg H fsgl'

P

M‘-‘ cent in urban areas, 67 3 per cent in rural non-farm srees, snd 61.8 130) b é 2141
‘ah" M(o \ per cent in rurel ferm areas. Unrela:be/d individuals in urban areas, 134 s b1 2%
/ ’ ho&le?gr , experienced an increase of 59.9 per cent in wedian céme, while || + : 1N
| thoge in rurel nou-farm areas experienced an incresse of 78e2"per cent. Y24 b g(n.
Data on medien income of elderly unrelated individusls in rurel sreas sTe :
not avallable.
The _relativeiy modest increase in median income of urban glderly
families is highly significant, since budgetery data for elderly couples
living in rented quarters in large cities suggest that, at least for
this group, living costs maey have risen appreciably more then income, as
wve shall see in the next section.
Apert from the income data collected in the Current Population ‘
Survey, there are severzl other important scurces of information on the
income status of the elderly. The U. S. Bureau of 0ld-Age, Survivors
and Disability Insurance has conducted, from time to time (most recently
in 1957) ; valusble sample surveys providing informetion on the income
status of 0ASDI beneficiaries. These data hsve been tabulated for couples
and various categories ¢f elderly iIndividuels without a spouse, but the
published tables are of limited usefulness in appreising the real income

status of the aged, since they have not included breakdowns by urbsn-rural
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::*es:l.clence.3‘7 Data based on the annual Consumer Finances Survey conducted
by the Survey Research Center of the University of Michigan for the Board
of Governors of the Pederal Reserve System, also present the same @1ffi-
culty and, in addition, shed no light on the income position of elderly
couples or individuals who are living with relstlves and are not classi-
fied as heads of spending un:f.‘i:.s.l8 evertheless ,» valuable informetion

on the income and asset position of gpending units headed by elderly

persons is provided by these surveys.‘L9

Deta on Budgetary Requirements

Measuring the adeguacy of total income. There is ample evidence that the

budgetary requirements of elderly couples ané individusls differ in e
number of ways fram those of youngsr families and individuals.ao For this
reason, specialiéed budgets must be used in appraising the adequacy of
money incomes received by the elderly. Ideally, we should have access to

budgets for home-owning and home-renting couples and individuals (differ-

*T See gelected Findings of the Nationsl Survey of Old-Age end
Survivors Insursnce bepeficlaries, 1951, More Selected Findings of the
National Survey of Old-fge and Survivors Tasurence Beneficiaries, 1951,
National Survey of Old-Age end Survivors Insurance Beneficiaries, 1.951:
Highlights from the Preliminary Tobulations--Incore, U. S. Bureau of Old-
Ags and Survivors Insurance (washiangton, D. C.: Government Printing Office,
1953, 1954, and 1958).

18 See Federal Reserve Bulletin, gerlatim, for reports on the results
of the Consumer Finances Survey.

1 Special sample surveys also provide useful data in some instances.
One of the most valuable of such surveys in receat years has been the
study of the health needs of the aged, undertaken by the National Opindion
Research Center for the Health Information Foundation. See Ethel. Shanes,

Financial Rescurces of the Aging, Heelth Information Foundation, Research
Series 10 (New jork: BHealth Information Foundaticn, 1959).

o For a diseussion of the differences, gee my "Aging and Income
Security," pp. 216-220.
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entiated by sex) in urban and rural ccumunities of variocus sizes and in
varicug parts of the country. The budgets should also distinguish between
the needs of retired and non-retired individuals and couples. Actually,
we have adgquate budgetary data only for a retired elderly couple living
in rented gquarters in large cities, plus some relatively recent detis on
consunption expenditures of farm families with elderly heads.

The elderly couple's budget, es revised on an interim basis by
the U. S. ﬁureau of Iebor Statistles, indicates tba‘g the annual budgetary
requirements of an elderly couple living in rented guarters varied, smong
e 20 large citles in August 1959, from $2,641 in Houston to $3,366 in
Chicagvo.zl v

Unfortunately, this information cannct be directly related to income
data for the elderly, since none of the available published data presents
inforuation on the income distribution of elderly couples in urban areas,
let alone those living in rented quarters in large cities. Thus, it is
impossible to determine whet proportion of elderly couples living in urban
areas have incawes that are insufficient for the "modest, but adequate”

level of living provided by the budget.
It is of some considerable interest, however, tc compare changes

in the elderly couple's budget with changes in the median income of
elderly families in urban areas in the last decade. The original elderly
couple’'s budget, which was developed by the Social Security Administration
in 1946-47, was repriced in March 1940 and October 1950. The cost of the

\/ L Margaret S. Stotz, "The BLS Interim Budget for a Retived Couple,”
Monthly Iabor Review (November, 1960), 1141-1157.
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items in this origimal btudget was estimated sgain in the subumn of 1959,

indicating that there had been &n average incresse in 20 larges cities

% i 3
meunting to ‘ per cent since October 1950.22 During the same period

the BLS consumer price index, which is designed to measure changes in
living costs for & eity worker's family with two children rose only 19 1080 f i {
per cen‘l'...23 Date on the median income of urban femilies with elderly

heads are not available for 1950, but from 1951 tc 1959, as we have ceen,

the median income of this group rose only 26.9 par cent. If we take
)QQJ»’*M account of changes in patterns of expenditures during this pericd, as was
done in the preparation of the ELS inter:l.m budget for an elderly couple,
the comparison is even more unfavorable, for the cost of the interim
budget in the autumn of 1959 was w per cent higher, on the average in
the 20 cities, then the cost of the ori‘giual budget nine years earlia«:r.au
It may well be thet living costs for elderly couples have risen
more in large cities then in the average urban area, but the difference
is probably not great. The comparisons suggest that elderly couples
living in rented quarters in large cities are having greater difficulties
making ends meet, on the average, than they were a decade ago, despite the
fect that their money incomes have increased appreciably. And, although
the proportion of elderly couples who own their 'oam homes is high for the
country &s a whole, it is not as high in very large cities such as New

York and Chicago &as it is in smaller communities.
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Elderly home-owners in urban areas have probebly fared somewhat
better than renters. The BLS consumer price index indicates that housing
costs have risen less for home-owners than for renters, and this is
probably particularly true for the elderly, since most aged home-owners
own their homes free and clear and thus have not been affected by the
increase in mortgage cosis.

It seems likely that the real income of elderly couples ené indi-
viduals in rural areas mey, on the average, have increased somewhat
in the last decade. Median money income of elderly families has increased
sharply in rurel aress, as we have s2en, and may have risen somewhat more
than living costs, although the aveileble date deo not lend themselves to

a5

precise comparisons.

Housing costs. The capacity of an elderly couple or individual %o main-

tain an indei)endent household will depend on the relationship between
the couple's or individual's total annual income and total budgetary
requirements. However, in estimating how much those with given incomes
can afford to pay for housing, we need data on the per cent of incone
spent for housing by homz=-owning and home-renting elderly couples and
individuals at various iancome levels. These percentages tend to diffar
apprecisbly from the corzesponding percentages for younger age groupe in

the population.

25 A study of expenditures of ferm families, conducted by the U. S.
Department of Agriculture in 1955, indicated that average annual expenditures
of farm families headed by en individuzal aged 65 and over amounted to $2,105.
The study also indicated that between 1941 and 1955, average expenditures of
all farm families had risen as a percentage of urban family expeandlitures,
although they still represented less then half of urban family expenditures
on the latter date. See Farmers' Expenditures in 13955 by Regions, Statistical
Bulletin No. 224, and Fara Femily Spending in the United States, Agriculture
Information Bulletin No. 192, U. S. Depertwent of Agriculture (Washington,

D. C.: Government Printing Office, 1959 and 1958).




v

/

~18-

The 1950 BLS Survey of Consumer Expenditures, Income; and Savings
provided a wealth of data on the distribution of family expenditures,
which were later extemsively analyzed at the Wharton School of Finance
and Comer‘cﬁ . Among families headed by persons agad 65—71t ysars, for
exsmple, 24.3 per cent of total expenditures were for housing and house-
hold coperations, while amo&g_ those headed by persons aged 75 and over such
expenditures represented 30.5 per ceht of the toi;al.26 However, as we
should expect, the perce:fxtage spent on housing and household opsratlons
tended to decline with iacreasing income. '

AJ_.though these dat:a. merit detailed study, paiterns of expenditures .
have changed appreciably d@ing the last decade, in response to lncome
changes end differences in price behavicr among various components of
total expenditure.

: ‘ L~
The original eldsrly couple's budget, for example, allocated 43.%

(

| per cent of the total annual budgetary amounit for rent, heat, and utilities

in Washington, D. C. in Harch 21.93-1-6.27 Komy, on the basis of the nevw
interim budget prepared by the BLS, only 30.3 per cenﬁ of total expendi-
tures would have been reguired for rent, beat, and utilities in the came
eity in the sutumn of 1959.28

Fortunstely, the BLS is undertaking an extensive new survey of con-

R6 S. Goldstein, Study of Comsumer Expenditures, Incane and Savings:
Consumption Patterns of the {Philadelphia: University of Pennsylvania,
1 5 Pe . See, also, Study of Consumer Expenditures, Income, and
Ssvings, Wharton School of Finance and Commuerce, Vol. 10 (Philsdelphis:
University of Pennsylvania, 1957). The Steiner-Dorfmen study, op. cit., also
provided information on home-owmership and amounis expended for rent.

& "A Budget for an Elderly Couple,” Social Security Bulletin, 11
(February, 1948), L4-12.

* 28 Stotz, op. cit., p. 11k,
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suner expenditures for purposes of revieing the consumer price index.
It is to be hoped that arrangements will be made for intensive analysis
of these data, along the lines of the Wharton School study of the 1950
data. However, there is also a need for supplementary information on

patterns of expendlitures in small communities and rural areas.

The Need for Iuproved Income and Budgetary Data

It is _evident that we can make only rcough guesses sbout the adeguacy
of Inccmes of the aged population on the basis of existing data. For
a satisfq.ctory appraisalf, we ghould have data on both the income distri-
bution and budgetary requirements of elderly couples and individvals (of
each sex separately) in urban commnities of various sizes a_.nd mal
areas. We ghould also have special estimates of the budgetary require-
mente of those who ere living in the households of adult childéren or
other relatives.

On the income side, one way of improving the preseat situvation would
be for the Census Bureau to carry out a spscial fo.low-up survey like that
conducted in April 1952 for the University of califomia.3o This would
have the advantage of permitting detailed analysis of chenges in labor
force status, income, and asset holdings since the earlier survey was
conducted. However, another alternative, which would have the advantage

of providing more detail on the money income status of the aged in various

o See M. Wilkerson, "The Revised City Semple for the Consumer Price
Index," Monthly Labor Review, 83 (October, 1960), 1078-1083.

30

Steiner and Doriman, op. cit.
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parts of the couniry, would be to undertake s detailed analysis of income
data collected in the 1560 Census.

On the budgetary side, it 1s to be hoped that the data collected
in the new ELS survey will be subjected to detailed analyslis, as sug-
gested above.

What about the problem of keeping such information up to date?

Here there is a need to investigate the possibllity of providing spécial
tebulations of the income data from the Current Population Survey which
would be more useful for analysis of the income status of the elderly
and which coculd be directly related to special budgeis for elderly people

which would be repriced each year.

THS ASSET POSITION OF TEE AGED

Financiel Assesgts

The Steiner-Dorfman study indicated that holdings of finsncial
agsets were a relatively unimportant source of income for the aged,
except for those /ﬁvtcl:nparatiwly large amounts of income.>* The OASDI
beneficiary surveys and other recent studies have tended to provide the
sane picture.32

To what extent can older persons improve their current income posi-

tion through the conversion of assets intc cash for purposes of current

3 1vid., Chepter IX.

Es Epstein, op. cit., pp. 19-22.
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consunipbion expenditures? Again, the answer is that holdings of financisl
assets are too small to provide any appreciesble supplement to current
income except among those whose lncomes are relatively high. As Lenore
Epstein has put 1t, "those aged persons, fam:llies)or spending units whose
incomes are 1owe§t, and who would benefit most from asseis readily con-

vertible to cash, are the lesst likely to have them."S9

Home Cwnexrship

The situation is significantly different with respect te home owner-
ship. If vrelatively few elderly people can llive on their asse®s, s
substantial proportion enjoy the benefits of home ownership, usually free
and clear of any mortgage. However, data on home ownership among the
aged must be interpreted with caution. The Steiner-Dorfumsn study, one
of the few sources providing data on homé ounershi‘p/t‘or all economic units
in the aged population, indiceted that nearly three-fourths of the elderly
couples owned their own homes in 1952 end that in 85 7 cent of these
cases the home was owned free and clear. But only 36 per cent of the
uwnmarried men and 36 per cent of the unmerried women owned a home, although
very large percentages of the home-owners in these groups also bad no
mortgages.:;h
NMore recent data from a study being conducted at Cornell Unilversity,
involving field surveys in fiywidely separated geographical areas
in 1958-1959, indicated that 75 pér cent of the merried couples, 60 per

cent of the unmsrried men and 57 per cent of the unmarried women owned

33 mia., p. 19
'/31* Steiner and Dorfmen, op. cit., p. 130.
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homes.35 These date are not, of course, directly comparable with those
reported by Steiner and Dorfman, becauvee of the limited number of geo-
graphical sreas included in the Cornell study.

To what extent the homes owned by the aged are suitable for their
needs ies less clear. Data from the 1950 Census indicaied that homes
ovned by femilies headed by sn individuel aged 65 or more (1) were larger,
on the average, than those owned by younger femilies, (2) were somewhat
lover in velue, and (3) were slightly more Likely to be sbutaniat

However, & somewhat neglected consideration in discussions of housing

problems of older people is the fact that meny elderly home-owners racsive

some inccme from rental of rooms or apariments in their homes. The

Cornell study indicated that 23 per cent of the couples, 20 per cent of
\/ the unmerried men, and 33 per cent of the unmarried women who owned their

homes rented rooms or a.ga.rments.37

POTENTIAL DEMAND AND EFFECTIVE DEMAND

On the basis of everything that has been sald thus fer, it is evi-
dent thet a good many elderly perscns who are living with relatives would
probably seek to maintain their own households if they could afford to do

. 3 g, B Beyer, "Living Arrangemente, Attitudes and Preferences of
Older Persouns,” paper presented at Fifth International Congress of
Gerontology, San Franciseo, California, August 9, 1960.

36 E. E. Ashley, "Where end How Older Peopls Live Today," in Wilma
Donzhue, editor, Housing the Aging (Ann Arbor: University of Michigan
Press, 1954).

w o Beyer, op. cit., p. k.
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80. There are also a good many elderly couples and individuals who would
seek to move to better housing if they could afford it. Thus the po-
tential demand of elderly economic units for housing, irrespective of
current capacity to pay, substantially exceeds the current effective demand.
If the real income status of the aged improves in the future, the effec-
tive demand for housing on the part of the elderly can be expected to
increase, moving closer to the potential demand.

As an upper limit--useful only for conceptual purposes~-thﬂ maximm
number of potentisl elderly households could be considered to equal, at
any given time, all couples with a hus;band aged 65 and over and all
individuals aged 65 and over (or, for certain types of analysis, it might
be useful to use a lower age limit, e.g., 60). The number of actual
elderly households would always fall somewhat short of this limit since
there would probably alweys be some elderly couples and individuals who
would prefer to live with relatives, irrespective of income considera-
‘tions, some individuals who would like %o share homes or apartments
with others, and scme who were to0 aged and infimm to maintain independent
households.

The number of potenﬁial households could also, conceptually at
least, be subclassified into (1) owned dwelling units and (2) rented units.
These two classes could be further categorized according to the toltal
value of the owned units and the rents paid for the rented units. Owmed
dwelling units could also be subclassified into houses and apartments
(e.g., co-operatively owned) and rental units into houses, apsrtments,

and rooms.
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Since there is considerable evidence that the proportion of home
owners, the value of homes owned, the rent paid for rental units, and the
proporiéicon of elderly couples end individuals maintaining their own
households all rise with increasing income, it is possible, on the basis
of date showing the relationship between income, age, and housing arrange-
ments, to develop estimates of the increase in effective demand that would
oceur if incomes of the 2lderly were to increase. Furthermore. it is
possible to develop estimates of the demand for apartments rentiag at
various amounts and for owned units at various prices by utilizing, in
addition, deta éhowing the proportion of income spant for housing by
elderly couples and individuals at various income levels.

A pioneering study by Wellace F. Smith, conducted under the auspices
of the Resl Estate Research Program of the University of California and
based largely on California dats, represents an intersesting example of
the use of such a ‘bechnique.38 Smith's study shows clearly that, not
ouly among those aged 65 to Th, bui also among those aged 75 and over, who
are more likely to be affected by infirmities, higher income is associated
with a grester propensity to ﬁaintain a separate bousehold, and also
with & rising proportion owning their own homés. His study also indicates,
among other things, that a shift from the "less %han $1,000" income class
to the "$1,000 to $2,000" class would lead to a much éha.rper drop in the
proportion of elderly couples and individuals living with relatives than

would shifts from any higher bracket to the next higher bracket. On the

38 W. F. Smith, Housing for the Elderly, uapublished menuscript,
Real Estate Research Progrem, Institute of Business and Economic Research,
University of Califormia, Berkelsy.
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crude assumption that "adequate” rental units would rent for no less than
$50 s month and that an elderly household should not pay more than 30 per
cent of its income for housing, he shows that 63 per cent of the elderly
households presently renting accomnodations in Califcornia could not afford
housing of this quality.

Smith's estimates of future housing demand were baced on the
simplified assumptions that (1) the only important factor bring} :‘gout an
j.ncrease in money income from 1960 on would be an incresse in the pro-
portion of the aged receiving OASDI benefits and (2) over-all living
costs and housing cosis wou_ld remain constant. I a more extensive study
could be undertaken, on a nationwide basis, it would be desirable to
attempt to develop a more ref;ned and realistic set of assumptions. _'I‘his
would require an analysis of probable future trends in both the money
income stetus of the aged and in their living costs. Such a study might
proceed in two steges: (1) an analysis of changes in income and living
costs in the recent past and (2) a study of the factors which might be
likely to determine whether these changes could be expected to occur &t
the same rate in future decadés or at a different rate. It would also
have to teke intc sccount, &8s Smith's study did, the probaeble increase
in the aged population by marital status. A thoroughgoing analysis would
have to consider, in addition, the impact of probable changes in financisl
asset holdings and home cwnership.

Another critical difficulty with which Smith did not attempt to
deal--baceuge of the absence of data--conecerns the extent to which elderly
couples and individuals will choose to live in various types of congregate

housing arrangements in the future. Such arrangements were almost non-
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existent in 1950, were availsble on a limited scale in 1960, and may be
far more important in the fubture. At a later stage, we shall make some
suggestions as to types of research which might shed more light on the

future demend for such housing arrangements.

RECENT CHANGES IN THE BSCONOMIC STATUS OF THE AGED

The money incomes received by the elderly have increased markedly
during the last decade, as we have seen, although there is some evidence
that their real income status may actually have deteriorated _.to some
exteﬁ?, , at least in urban aresas. » ‘

The change in the money income status of the elderly has represented
the net result of & complex set of changes in the relative importance of
the various sources from which older people receive their income and in
the amounts of income received from these sources. Not all of these changes
have exerted their influence in the same direction. Changes in the ﬁmnber
and proportion of elderly persons receiving income from employment
and public income-maintenence progrems have been subjected to extensive
analysie by Lenore Epstein of the Social Security Administration and need
not be discussed here, except in so far as they have important implications

39 There are also

in relation to the problem of estimating future changes.
reasonably informative dats on chenges in average income received from

these sources. Information on changes in income from privete pensions,

39 For the most recent repai't on these changes, see Lenore Epstein,
"Money Income of Aged Fersons, Mid-1960," Social Security Bulletin, 2k
(J&n\m, l%l), ]2"17.
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private investments, and contributions irom relatives is far less satls-
factory.

By far the most importaent change that heas occurred in the last 12
years has been the sharp rise in the proportion of persons aged 65 and
over receiving OASDI benefits--from 20 per cent in 1948 to 66 per cent
in mid-1960. There has also been & substantial rise in the average level
of benefits. Other public and private pension end retirement systems have
likewise assumed inereesing importance as scurces of income. On the other
hend, tﬁe proportion receiving income from earnings has fallen appreciably,
along w:lth.'che d:_e_cline in the labor force participation of elderly men,
while the percentage receiving income from public assistance has also
declined significenily, largely because the increase in the proportion
eligible for OASDI venefits has contributed to & decline in destitution
among th2 aged. The decline in the proportion receiving earnings bas
been especlally significant, since income received in the form of earnings
tends to be much higher, on the average, than income received from retire-
ment programs and from privaf.e aseets.ho

Dats on changes in the asset position of the aged in the last
decade are very limited but are of lesgs critical importance in relaticn
to estimates of future housing demand, since, as we have seen, asset
holdings are correlated with incame and are likely to be quite small
except on the part of those with relatively high incomes, whose housing
needs present no social problem. Furthermore, holdings of financial

assets are highly correlated with both home ownership and the value of

ko Cf. Steiner and Dorfmen, op. cit., Chapter VIII.
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o the home owned. Thus, they tend to be of relatively litile imporiance

in relation to potential home purcheses on the part of elderly pecple
who have not acguired a home at an earlier stage of life.

Of grecter significance is the increase in home owmership in all
age brackets of the population. Since it can probably safely be assumed
that the great mejority of young end middle-aged families owning homes
today will continue in the status of home-owners %o a relatively advenced
age, these changes can be expected to result in an increase in the pro-
portion of home-owners among future cohorts entering the 65 and clder
bracket. The Survey of Consumer Finances showed that the ;yc;ports‘.on of
home-owneryemong non-farm spending units increased from 4 per cent in
1949 to 54 pex cent in 1959. Among sp?ding units headed by yividmls

aged 55 to 6, the incresse was from 58 per cent in 1949 to 68 per cent

in 1959. %%

THE PROBILEM OF PREDICTING FUTURE INCOME CHARCGES

The problem of predicting future changes in the money income status
of the aged is complex, since (1) both earnings and verious types of
retirement income play important roles in determining the meney incomes
of the elderly, (2) the factors influencing these varied sources affect
their average money income differently and not necessarily in the same

direction, and (3) future changes will depend, to & considersble extent,

¥
", "1959 Survey of Consumer Finances: Housing of Nonfarm Families,”
Federal Reserve Bulletin, 45 (September, 1959), 1107.

S
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on legislative decisions. Intensive reassarch is needed to provide s more
reliable basis for prediction, along iines ¥o be discussed presently.
Since, however, the resulis of such research will not be imuediately
avallable, it iz of some interest to consider briefly the factors that
will iafluence changes in money income and budgetary costs of the aged in
future decades.

Future changes in earnings of the aged will be related to the rate
of economic expansion, changes in the averege wege level, and changes in
lebor market conditions. All thiugs considered, it seems likely that
earnings will continue to decline in relative importance as a source of
income for those aged 65 and over, since there are increasing indications
of growing pressure, at least in blue-collar sectors of employment, to
lower the age of retiremeut in order o improve job opportunities for
younger workers.ha This pr2ssure is likely to continve as long 28 lzbor
market conditions resemble those that have prevailed in the last five
or six years. Cn the other hand, a marked increase in the rate of econcmle
growth and & decided decline in unemployment rates might slow up the
decline in laboxr force participation of elderly men. It is unlikely,
however, that the decline will be reversed under eny conditions shord
of all-out war.

Although earpings have been declining in relative importance, it
vas estimated that they accounted for some $10 to $1L bvillicn, or roughly
& third, of the approximstely $30 to $33 billion of eggregate income

received by persons aged 65 and over in 1.960.%

ha For further discussion of these problems, see my "Work and
Patterns of Retirement.”

43 Epstein, "Money Inccme of Aged Persons, $44-1960," pp. 15-16.
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0ASDI benefits contributed sbout $8.5, or probsbly slightly more
than & fourth of the income of aged persons in .1.9'&50.2‘,&i They will con-
tinue to play an increasingly importsnt rcle as & source of income for
elderly persons. The proporticn receiving OASDI beneflts will continue
to rise until it represents CO per cent or more of the aged population.
Cne of the most significant effects of this changs will be & continued
sharp decline in the proportion of elderly women reporting no income,
as move and more elderly women become eligible for wives', widow's or
retired worker's benefits. Whether the average level of OASDI benefitis
will be grea@ly ;ncreased, however, is much less clear. During the 1950°s
Congress showed a disposition to increase the average levél of bernefits
to keep pace; glthqugh with some lag, with the rise in the consumer price
index. If & special consumer price index vere develcoped and regularly
published for elderly pecple in the future, Congress might conceivably
use the special index as e standexrd for changes in OASDI benefits. This
would protect elderly CASDI beneficlaries from a deterioration in the real
inecume received frem thisz source but would not, in the sbsencz of other
changes, contribute to an Increase in their real inccmes or in their
capacity to pay for housing. Certain other changes do, however, seem
likely, @.g8., & liberalization of the formula for widow's benefits. All
things cousidered, 1t seems probable that liberalization of the benefit
étructm'e will take fr.he_ form, chiefly, of measures t¢ increase the
benefits received by those now getbing relatively low benefits. This
will, in all probability, contribute to & reductlon in the proportion of

elderly people living with relstives. To what extent it will enable

gads TTIGETE TS
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elderly people %o pay reunts high encugh to cobitein reasonably satisfactory
housing is another guestion.

If legislation is adopted to provide heelth bepefits for the aged
through OASDI, the effect on the real income gtatus of QASDI bepreficiaries
will be significant. Come of those who feel that they cannot now aiford
decent housing because of the pressure of heavy medical expenses, or the
fear of such expenses in the future, may find themselves in a position
to improve thair housing status. It should be possible to develop
reasonably reliable estimates of the effects of such legislation on the
budgetary requirements of the elderly, taking into account, of cowrse, the
fact that not all their medical expenses will be covered. The program
adopted under the Kerr-Mills bill of 1960 will also, of course, cover
scme of the wedical expenses for eligible elderly people in those states
that have adopted implementing legislation or dscide to do so in the
future.

{ Although the number of persons covered by private pension pls‘n-s/

hag been inecreassing rapidly, only about 1-1/3 million, or about 8.4 per

/ | cent, of persons aged 65 and over were receiving incomes from private

'i pensions in 19&.% Furthermore, this source of income accounted for

| only about four per cent of aggregate income received by elderly persons.
However, private pensions will play an increasingly important role in
the provision of retirement incaome in the future. Since the number of
persons covered by such plans has increased at an exceedingly repid rate

in the last decade, the number of elderly perscns receiving private

o A . %
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pensions can be expected to grow quite rapidly in the fubure, even though
by no means all persons who have ever been coverzd by a plan will be
able to meet the eligibility conditions for a pension on retirement.
Revertheless, less than a third of the total lsbor force was covered by
a private penslon plan in 1959. It was the workers in large companies
end in strong unions who were most likely to be covered. Oaly with con-
siderable difficulty will private pension coverage be extended to workers
in the smaller compenies, while some groups of workers, e.g., agricultural
and domestic workers, will probably not be covered in the fomséeable
future. For the most part, priva.te pensions go to aged persons who are
elso receiving OASDI benefits, end althoug}a neither source alone is likely
to provide, on the average, en incoze adequate for budgetary requirements,
the two sources combined often provide a reasonably satisfactory retire-
ment income. Furthermore, benefit formulas under privete plans are
graduslly being liberalized, and thus will contribute to more adequate
incomes from this source in the future.

Other goverpment retirement progrems--for civil servants, retirees

of the armed forces, and railroad workers--contributed sbout $2.1 billion,

or some six to seven per cent of the aggregate income of the aged in
| 1960. Among these programs, those for state and local govermment
employees in particular are likely to assume greaiter relative importance
as a source of retirement income in the future, since coverage undér
these programs has been increasing guite rapidly in the last decsde.

Approximstely 2.4 million aged persons received public assistance
paymente in some form in 1960, and about $2.0 billion, or roughly six per

cent, of the aggregate income of the sged was recelved from this sourcs.
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Although the number of old-age asslstance recipients has been slowliy
declining, the new MAA program (established under the provisions of the
Kerr-Mills bill) will heve the effect of increesing the number of elderly
persons benefiting from vendor payments for medical care. However, the
number of persons relying on cld-age asslstance as a source of monthly
income will continue to decline.

' Veterans' henefits accounted for about $1.1 billion of the aggre-
gate income of sged persons in 1960. This s@ce of income is likely to
increase sonewhet in relative importance in the next few decades, per-
ticularly since many World War I veterans and their widows are now moving
intc the 65 ard older bracket. However, the average emounts received
under this progrem are likely, for the most part, to be quite small
except for those with very little incame from other gources.

Sources of income other than those already mentioned--chiefly asset
income--accounted for scme $6 to $7 billion, or roughly & £ifth of the

income of elderly persons in 1960. Whether this source will assume

greater relative importsnce in the future depends on whether future cohorts
of persons approaching retirement age will have appreciably larger
sccumulated sevings than those who have reached retirement age in the
recent past. There is some evidence that, although the propensity to

save has remained relatively stable for the population as a whole during
the last decade, and holdings of ligquid assets have not increased appre-
ciably, savings have increased considerably among those in their late
fifties and early sixties. The Survey of Consumer Finances irdlicates

that among spending units headed by an irdividual aged 55 to 6k, the pro-

portion with liquid asset holdings amounting to $2,000 or more increased
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\ from 34 per cent to kO per cent between 1949 ard 1958. To the extent
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thet this is occurring, it probably reflects chiefly the influence of the
marked rise in labor force pariicipation ré.tes of clder marvied women,
which has substantially increased the family income of couples in this
age bracket. The capacity of such couples to save et least part of this
additional income is enhanced by the fact that thelr children are usually
no longer dependent on them. Hevertheless, the accumulation of financial
assets in sufficient amounts to provide a substantial source of retirement
income in the future is likely to continue to be limited to those with
comparatively high incomes.

However, it must also be recognized that the marked rise in the
labor force perticipation of mature married wamen, particularly in the
laét decade, will mean that many of these women will qualify for retired
vorker's benefits--both from CASDI and from private pension plans or in
some cases from public employee retirement systems--in the future. Mature
couples, &s already suggested, will be able to sccumulate more savings
as well.

Furthermore, the gradual upgrading of the occupationsl structure
of the labor force, and in particular the incressed employment of salaried
profesgional ahd technical workers, will alsc contribute substantially
4o an increase in income received from retirvement systems in the future.

All things considered, we csn expect & continued decline in the

proportion of older perscons with no income, a gradual increase in income

16 "1949 Survey of Consumer Finences: Fart IV. COnsuper Ownership
and Use of Liquid Assets,” Federal Reserve Bulletin, 35 (Augnst, 1gh9),
and "1958 Survey: The Financial Position of Consumers,” ibid., bb
(september, 1958), 1055.

H
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received by those with highly iradequate incomes today, en increase

in the proportion of persons who appreach old age owning a home, and &
decided improvement in the retivement income status of those elderly
couples who will be in & perticularly favored position because both
husband and wife can quslify for retired worker's benefits.

To what extent will this improve the real income position of aged
persons in the income brackets that cannct afford adequate housing
today? The increase in the proportion of home-cwners will almost
certainly mean &. net improvgment in the capecity of older persons o
afford adequgte hpu_sing. Apart from this, much will depend on what hap-
pens to living costs for the aged in general, and bousing costs in par-
ticular, in relation to the rise in their money incomes.

Prediction of these trends must be closely related, of course, to
praedictions of the general rate of expansion of economic activity and of
the future movement of price and wage levels. The costs of medical care
and of other services will undoubtedly continue to rise rapidly, but
appreciable relief will be granted elderly persons to the extent that the
coste of medical cere are met through public programs. As for housing
costs, 1t seems likely that by the mid-1960's a new housing boom will be
under way, as the cohorts who were born during World War II reach the age
of marriage and child-raising. This may precipitate an acceleration of
the rise in housing cosis, to the disadvantage of the aged.

There are a number of different types of research projects waich
would shed more light on these relationships, but I would suggest espe-
cially the following:

1. An intensive analysis of income and housing data from the 1960

Census, arranging for special tebulations where necegsary, and
emphasizing a study of changes from 1950 to 1560.
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Amplification of the ELS Survey of Consvmer Bxpenditures--
through a special follow-up survey or the addition of certsin
guestions at an appropriate siage of the project--to provide
information on (2) chenges in housing arrangements during the
preceding year on the part of families, by age of head, ené on
the part of older persons living with relatives,; together with
the reasons for such changes and (b) attitudes toward prescnt
housing arrangements, with information on reasons for satisfaction
or dissatisfaction with them. It might be desirable, in ccnnec-
+ion with such a project, to over-sample families with heads
aged 50 or more, as well es perscns llving with relatives in
these same age brackets. Wherever sales of houmes had taken place;
dets should be collected on the ressons Yor the sale, the value
of the home sold, whether the proceeds were used to purchase
another house, and, if so, at whet price, and informetion on sny
special difficulties encountered by elderly persons in selling
their homes, e.g., because there was no outstanding morigage.

The results would bz especially valuable because of the fact

that they could be rslated to the detailed data on income, family
expenditures, saving, and home ownership to be collected in the
survey. _

Initistion of a study, conducted by the Social Security Adminis-
tration--along the lines of tentative plans developed in recent
years but not yet implemented--under which every year & ganple
of individuals applying for old-age benefits under the CASDI
program would be asked to provide information on their pro-
spective retirewent income from private pensicn plans, other
government retirement programs, earnings, ard esset holdings, as
well as information on home-ownership ané amounts of financial
assets held. Each married applicant would be asked to provide
guch information for himself end his spouse. It would have %o
be made clear to the epplicants, of course, that the data were
being collected solely for purposes of resesrch. Accumulation of
such data over a pericd of years would provide an improved basils
for predicting changes in the money income of the aged, since
1t would yield more adequate information on changes in income
from private pensicns and other sources received by successive
cohorts of persons reaching retirement age.

Utilization of the data from the BLS Survey of Consumer Expendi-
tures to develop a variety of special budgets for elderly couples
and individuels with differing living arrangsments. In addition,
special surveys need 1o be conducted in smaller commumities and
rural areas to provide the necessary date for spacial budgete
for the aged in such areas. Once prepared, these budgets should
be repriced every year and should be revised from time %o tine .,

To shed light on attitudes toward congregate living arrangenents,
several different approaches might be used. In connectlon with
the amplification of the BLS Survey of Consumer Expenditures,
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oldexr people could be asked gbout their attitudes toward such
srvangements. But, in addition, careful studies should be made
of the experience of some of the projects now in existencs or
currently being developed--with particular reference to the
reasons fox success or feilure in attracting residents, the
characteristics of persons who choose such living srrangements
as compaired with those who do not, the cheracteristics of those
who try them for a while but later move out, and so on.

THE GEOGRAPHICAL DISTRIBUTION OF THE DEMAND FOR HOUSING

Because younger adults have a higher propensity to move from place
to place than older adults, analysis of the geographical mcbility of older
persons has been samewhat neglected. Yet it is essential to intelligent
planning in relation to the housing peeds of older persons.

To what extent can we assume, for exsmple, that the present
tendency for elderly persons to be disproporticnately represented in the
centrol aress of large cities will continue to be true in the future?

Will the younger couples now living in suburbs want to move beck to éentra.l
cities &s they approeach old age, or will they have developed such strong
ties of friendship in the suburbs that they will want to remain there és
long as possible? And can we expect a substantial difference in the
attitudes they will display toward this guestion at, say, age 70 &s com-
pered with age 651

These are Just a few of the guestlons that should be asked, along
with the more obviocus cuestions as to whether the propensity to move to
California, Floride, Howail, and other states with mlld climates bhas

been increasing.
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If the 1960 Census migration data are tabulated in sufficient
detail, they will yield a waluable basis for analysis of these trends,
since they will provide information on all chenges in area of residence
between 1955 and 1960. I would especially like to see careful comperi-
sons between these date and the migration date from the 1940 Census,

which alsoc related to cheanges over a five-year period, from 1935 to 1940.
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TEE ISSUE OF PUBLIC SUBSIDIES

It can be argued that, in the long run, the housing prcblems of
the aged will gradually be solved through improvement in their income
status. As e corollery, it can be argued thet our basic social policy
should efhere to the general principle embodied in the Social Security
Act of 1935, under which reliance was to be placed on cash benefits -
old-age insurance and old-age assistance -~ leaving decisions as to the
distribution of expenditures to the reecipients of the benefits. Adop-
tion of this principle wes considered desirable because of a convietion
that there had been many ebuses and indignities associated with relief
in kind under former poor relief programs.

Howvever, this principle has been modified in a number of ways
since 1935, e.g., through the provision of vendor payvments for medical
care. It has also been modified to the extent that the federal and
state governments have adcpted policies designed to aid in the provi-
sion of edeguste housing for elderly persons.

It is epperent that the choice between improvement of income-
maintenance programs and housing subsidiss ies not en "elther or" choice.
Public housing policies mey range all the way from subsidized public
housing projects &t one exireme to modest expenditures of public funds
to promte reeearch or more adequate community rlanning, &t the other.
In between, there are & veriety of programs designed to aid in tke
financing of housing projects through mortgage insurance and other

measures Gesigned to ease the terms under which funds can be borrowed.
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Since alternative methods of finemneing housivg programs for the
aged will be considered in another peper, they will not be discussed
here. I shall sttempt merely to irdicate some of the enslytical
questions that underly a cholice between housing subsidies, on the
one hand, and reliance on improving the income status of the aged,
on the other.

1. Vbich approach would be likely to be more costly? This

qmstioxi requires careful stufy, but some of the data presented in this
paper suggest that it would require & very substantial inerease in OASDI
benefits in particuler, aand also ir certain other sources of incowme, to
bring adequete housing within the reach of all elderly couples and
individusls. Increases in OASDI benefits would affect all thosge who
could meet the eligibllity reguirements, irrespective of whether or not
they wished to maintein independent households. Public housing subsi-
dies, on the other hand, would bene_rit only those seeking living accom-
modations in the subsidized housiag. Thus, it secems likely thet the
subsidy approach would aecmpliﬁ: the o’b,jéetive of bringing sdeguate
housing within the reach of those elderly couples ené irdividuels who
desired 1t at lower cost. However, it iz cbvious thet cost considera-
tions should not be the scle determinant of mublic policy; since there
are many other considerations involved.

2. How would the distributicn of the fipancial burden differ?

On the assumption that any substaantiel improvement in the income status
of the lower-income groups among the eged in the relatively near fubture
would have to ccme about largely through an increase in OASDI benefit

levels, it is apparent that this approack would be likely to involve a

different distribution of the financisl burder from the subsidy approach.



50~

The OASDI progrem is firsnced through taxes on employers and employees,
based at presext on the Pfirst $4300 of ennual earnings. Without getting
into an extensive discussion of the complex guestion of the extent to
vhich these texes are shifted, it can be maintained that they are paild
largely by the wege-carning population and are somevwhat regressive in
their impact. Housing subsidies, or the other hand, are more likely to
be paid from general revenues. In the case of the federal govermment,
this means thet the financial burden 1s likely to be distributed somewhat
more in accordance with ability to pey, but ia the case of the state
govermments this is much less likely to be the case.

3. How would the distribution of beneficiaries differ? The answer

to this guestion depends in part on what types of subsidy programs are
adopted and which income brackets in the aged population are most likely
to benefit. It also &epends, on the other hend, orn the perticuler mmnner
in which OASDI berefits, or other income-mairtenance programs, are changed,
e.8., vhether minimam benefits ere disproporticnately incressed, benefits
are increased across the boasrd, maximuz beneflits are increassd, the
widow's bepefit formule ie liberslized, or some combination of &ll these
and perheps other chenges is adopted.

L. Waich approach is likely to achieve more rapid results?! This

question cannot be answvered solely in terms of ecoromic analysis or
resesrch, since the answer ultimately dspends in pert oa which approach
stands the best chance, politically, of vigorous enough acticn to meet
the problem. It has slready been suggested that it is likely to be a
long time, indeed, before the problem of adeguate housing for the aged

is solved solely through the income-maintenance approach, unless much more
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far-reaching changes in the OASDI progrem are sdopied than now appear to
be seriously under cousiderstion. A carefully conceived housirg policy
would appeer more likely to produce reasscnably prompt results in relse
tion to the needs of those now living with relatives or in substandard
housing because of moderate deficiency of their incomes. Tt would
probably do nothing for those whose incomes are grossly deficient.

5. Vhat would be the relative impact on freedom of choice, buman

dignity, etec.? All other things being equal, a strong case can be nmede
for reliance on old-age insurance and other public and private retire-
ment progrems of the insurance type on the grounds thaet they best preserve
both the principle of benefits as & matter of right and meximm freedon
of consumey choice. Any progras of direct public subsidies, vhether in
the form of public housing, rent certificates, or other arrangements,
- will elmost inevitsbly require some type of income or means test and
will involve a deparcture from the principle cof canh_ benefite to be freely
expended by consumers. Conceivably en income test might be avoided by
incorporating e system of rent certificates in the O0ASDI program, but
suck & scheme wuld require very careful stuiy, and many would probebly
argue that sound public policy shouid not permit the provision of rent
certificates through OASDI without reference to the income status and
asset holdings of the beneficiary.

6. Are there mcMMuhoae needs camnot be met through

improved income-mointenance progrems? If there ig some doubt that the

housing needs of the healthy aged can be met solely through an improves
ment in theixr income status, there is & considersbly greater marzin of
doubt with respect to those vho need some type of institutional or quesi-

institutional care. Steps have beesn taken to iwmprove standards in
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mursing homes and to provide nursing-home mortgage insurance. Frograme
desigped to meet the problem of financing of medical care for the aged
mey, Gepending on their precise provisions, assist in the financing of
miraing home care. Bul ve need more extensive research on the sde-
quacy of existing mursing home care end on the guestion as to whether,
at least for the lower income brackets in the aged populstion, proprie-
taxy pursing homes cen be relied cn to meet the need.

What about eiderly persons vhose health status lies somevhere
between the very sick, who need nursing howe care, and those who are
well encugh %o meintain irdependent hmmeholﬁs? It is @ifficult to
find suiteble hemes even for relatively well-to-do elderly persons whe
need some slight degree of supervised care, but who do not need to spend
their lives in associstion with the very ill and often senile cases thet
predominate in the average mursing home. It is ever more difficult to
meet the needs of loweincome elderly persons who need some degree of
supervised care and for viom home-maker services in some ceses cannct
provide the answer. Reseerch 18 required on the extent of this need and
on weays and mecars of meeting it. An eXtensive study of programe in several
Buropean countries, e.g., Sweden, would be valusble. In sddition, among
the guestions that might be asked through the BLS Consumer Expenditure
Survey, as proposed earlier, there could elso be a few designed to
determine the extent of this type of need.

As for the guestion &s to whether thers are certair social and
ethnic groups whose housing needs cannot be met through improved income-
maintenance progrems, there has been almost no resssrch whlch would ghed

any light on this gquestion. We know that the sttitufles of edult children
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tovard responsibility for their aged perents vary somewhat among soelal
end ethnie groups, but there is a nesd for a few especialized research
projects on the economic status and 1living arrangements of elderly
Negroes, Puerto Ricans, Mexican-Americans, anfl others.

7. Is the meed for government plamning en ergument for publie
subsidies? Here again the guesticn reguires study, but the answer is
probably not clearcut. Both public and private research and plaming
are nesded but public plapning nsed not necessarily be linked with
direct housing subsidies to be effective. TFurthermore, both public
and private housing projects can suffer from bad plamning. Virtually
all experts agree that plenning to meet the housing problems of the aged
should be tied In with broader commmity planning and with urban redevelop-
ment projects.

There is a perticulerly criticel need for both resesarch and plsnning
in conmection with the impset of urban redevelopment programs on the
aged. Given the relatively high degree of concentration of the aged ir
the older, central portions of large cities, they are undoubtedly likely
to be particularly affected by urban redevelopment progrems. And yet
there is a serious danger in many cases that the mew housing provided
through urban redevelopment progrems may be too expensive for those who

b
have been ocusted or may be otherwise umsuitable. T

47. See Smith, op. cit., for scme interesting data on elderly
people affected by the Western Addition project in San Franecisco.



CONCLUSIONS

The chief focus of this psper has been on the insdeguaey of
existing data ix relation to the development of housing policies
for the sged ond on the formulation of research sugrestions. In the
course of working on the paper, however, my own idsczs on policy issues,
vhich were largely unformilated in the beginning, were almost inevie
tably affected. Ewen in the absence of the morz intensive research
vhich is vitally peeded, the facts which have beesn examined in this
paper, 68 well as certaln other informatiocn of e less statistieal
neture vhich I have not had time to discuss, seem to me to suggest
certain guides to public policy:

1. Only in the very lonmg run, if then, is it likely that improve-
ment of the income status of the sged will make it possible for all
elderly couples and irdividusls who wouwld like to maiztain independent
households to obtain efequate housing, end evern in the long run the
income-maintennnce approach is not likely to solve the problem of all
those who reguire institutional or guasi-institutiocpel carve.

2. Public policy should be directed primarily tovard meeting the
needs of elderily couples and individuals in the low-inccome brackets vho
cannot affort adeguate housing. Certain existing federsl programe have
accomplished 1ittle in this éirection.m The approeck to the problem of
meeting the most critical needs of the low-income aged should, in all

probability, be pluralistic. It chould not rely entirely ¢n publie

k8. cf. Smith, op. cit.
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housing projects but should also involve study of, and perhaps experi-
mentation with; such devices as vent certificates.

3. The housing needs of the upper-midile end higher income groups
exong the eged can sefely be left to the privete housing warket, except
to the extent that some degree of comamunity plaaning, parbicuiayly in
the form of modification of goning restrictions, may be needed. Private
builders and mmercus orgenisations are becoming more and more imterested
in the specilal housing preblems of the aged, and are experimenting with
a variety of epproaches.

4, Perbaps the most critical conditions reguiring ettention are to
be found in some of the low-inconme and slum districts of laxge eities.
The attention of Sen Franciscans ves @irected toward this problem in
dramatic fashion lest winter as a result of several disestrous fires in
old, run-down hotels waere a nusber of impoveriched elderly people lived.
But 3lum clearance anf urban redevelopment programs mey simply meke
mtters worse for some of these people unless the plans include provi-
sion for aiding them to move into decent low-vent dweliing units.

5. Vhatever spproeches are taken to the solution of the housing
problems of the aged shounld be varied; should allow for a meximm of
infivifual choice as to living arrangements, should eveid the construce
tion of dwelling units whickh are suitable ¢nly for the aged and incapsble
of conversion %o slisrmative uses, and should be continuously scecoms
panied by stufies of experience to dstermine which spproaches sre moet
successful in meeting the need.

6. In 21l research anidl planning, the life-cycle concept gshould be
utlized and continucus attention should be paid to the fact that dwelling
units vhich seem i@eally suite@ for perzong in their sixties and early
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seventies may rol be at all sultable for persons in their late seventies
and their eighties.



