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The Honorable Dan Coats
United States Senate

Dear Senator Coats:

This letter responds to your request that we analyze the
effects of your proposed changes to the funding formula for
title IIT of the Older Americans Act. The Older Americans
Act was passed in 1965 to help elderly Americans live
independently in their own communities by removing barriers
to independent living and providing a continuum of care.
The current funding formula for the act allocates funds to
states on the basis of the number of individuals over age
60 residing in each state. A recent GAO report gquestioned
this policy because it does not take into consideration the
fact that barriers to independent living increase with age
and are more prevalent among low-income individuals.?

Using our prior report as the basis for the analysis here,
we have concluded that the changes you have proposed would
improve funding equity. Your proposal would change the
current funding formula by giving greater weight to the
number of elderly in the oldest age groups and by targeting
more aid to low-income states. Your proposal would not
affect certain small states that, under current law, are
guaranteed at least 1/2 percent of the funds made available
for distribution to the states. Our analysis indicates
that these changes would improve funding equity in that
they would make federal funding per person-in-need more
equal across states.

Under current law for example, Indiana's annual funding per
person-in-need is $65.54.? Under the change you propose
Indiana's grant would increase to $68.26 per person-in-

'0lder Americans Act: Funding Formula Could Better Reflect
State Needs (GAO/HEHS-94-41, May 12, 19%4).

2In making these comparlsons, we have adjusted for cross-
state differences in the cost of care using an index of
private sector labor costs. r
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need, which is closer to the national average grant of
$75.06. The change would also reduce funding for states
whose funding is above the national average. For example,
Marvland's funding under current law is $91.68 per person.
Under your proposal, it would drop to $87.08. Because
funding for most states not affected by the 1l/2-percent
minimum would be closer to the national average, equity
would be improved by reducing cross-state disparities in
federal funding per person-in-need.® Further reductions in
funding disparities could be realized by including minority
status and poverty in the formula as well.

This work was performed under the supervision of Jerry
Fastrup, Assistant Director, with assistance from Dick
Horte, Senior Evaluator. If yvou or your staff have any
questions concerning this letter, please call either Mr.
Fastrup at (202) 512-7211 or me at (202) 512-4561.

Sincerely yours,

M /Zm S

William J. Scanlon
Director, Health Systems Issues

Enclosure

3The enclosure provides information on funding per person-
in-need for all states and the District of Columbia.
Disparities in federal funding per person-in-need are
reduced as measured by the standard deviation in federal
funding.
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ENCLOSURE ENCLOSURE
EEDERAL FUNDING PER PERSON-IN-NEED

Current law Coats proposal
% of U.s. % of U.S.

State Dollars average Dollars average
Not atfected by small state minimum
Alabama $65.30 87.0 $68.02 90.6
Arizona 61.42 81.8 73.83 98.4
Arkansas 46.28 61.6 46.58 62.1
California 89.04 118.6 86.07 114.7
Colorado 73.23 97.6 75.32 100.3
Connecticut 85.17 113.5 77.00 102.6
Florida 47.10 62.7 56.58 75.4
Georgia 94.95 126.5 92.17 122.8
Illinois 73.44 97.8 64.84 86.4
Indiana 65.54 87.3 68.26 90.9
Iowa 58.12 77.4 59.52 79.3
Kansas 61.99 82.6 63.50 84.6
Kentucky 61.61 82.1 62.63 83.4
Louisiana 65.07 86.7 65.67 87.5
Maryland 91.68 122.1 87.08 116.0
Massachusetts 80.17 106.8 71.43 95.2
Michigan 82.61 110.1 83.66 111.5
Minnesota 71.68 95.5 R 72.03 96.0
Mississippi 64.63 86.1 63.99 85.2
Missouri 57.21 76.2 58.96 78.5
Nebraska 65.22 86.9 65.55 87.3
New Jersey 78.68 104.8 - 70.22 93.6
New Mexico 71.32 85.0 75.44 100.5
New York 81.90 109.1 69.88 93.1
North Carolina 60.52 80.6 68.01 80.6
Ohio 72.44 96.5 75.01 99.9
Oklahoma 63.13 84.1 64.74 86.2
Oregon 66.92 89.1 74.63 99.4
Pennsylvania 64.31 85.7 65.35 87.1
South Carolina 65.63 87.4 72.64 96.8
Tennessee 62.25 82.9 65.97 87.9
Texas 77.34 103.0 76.19 101.5
Virginia 91.04 121.3 88.96 118.5
Washington 66.61 88.7 67.13 89.4
West Virginia 43.36 57.8 41.77 55.7
Wisconsin 63.09 84.0 66.53 88.6

Standard deviation: 12.26 16.3 10.35 13.8
Affected by small state minimum
Alaska 1,214.83 1,618.0 1,214.53 1,618.0
Delaware 137.18 182.8 137.18 182.8
District of Columbia 201.39 268.3 201.39 268.3
Hawaii 80.50 107.2 80.50 107.2
Idaho 77.76 103.6 77.76 103.6
Maine 69.57 92.7 69.57 92.7
Montana 75.69 100.8 75.69 100.8
Nevada 88.73 118.2 88.73 118.2
New Hampshire 94.34 125.7 94.34 125.7
North Dakota 74.86 99.7 74.86 99.7
Rhode Island 82.78 110.3 82.78 110.3
South Dakota 81.50 108.6 81.50 108.6
Utah 106.25 141.5 106.25 141.5
Vermont 203.27 270.8 203.27 270.8
Wyoming 193.32 257.5 193.32 257.5
U.S. average $75.06 100.0 $75.06 100.0
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Ordering Information

The first copy of each GAO report and testimony is free.
Additional copies are $2 each. Orders should be sent to the
following address, accompanied by a check or money order
made out to the Superintendent of Documents, when

necessary. VISA and MasterCard credit cards are accepted, also.
Orders for 100 or more copies to be mailed to a single address
are discounted 25 percent. '

Orders by mail:

U.S. General Accounting Office
P.O. Box 6015
Gaithersburg, MD 20884-6015

or visit:

Room 1100

700 4th St. NW (corner of 4th and G Sts. NW)
U.S. General Accounting Office

Washington, DC

Orders may also be placed by calling (202) 512-6000
or by using fax number (301) 258-4066, or TDD (301) 413-0006.

Each day, GAO issues a list of newly available reports and
testimony. To receive facsimile copies of the daily list or any
list from the past 30 days, please call (202) 512-6000 using a

touchtone phone. A recorded menu will provide information on
how to obtain these lists.

For information on how to access GAO reports on the INTERNET,
send an e-mail message with "info" in the body to:

info@www.gao.gov
or visit GAQO’s World Wide Web Home Page at:

http:/fwww.gao.gov
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