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BARRIERS PREVENTING SOCIAL SECURITY
DISABILITY RECIPIENTS FROM RETURNING
TO WORK

WEDNESDAY, JULY 23, 1997

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON SOCIAL SECURITY,
Washington, DC.
The Subcommittee met, pursuant to notice, at 10:16 a.m., in
room 1100, Longworth House Office Building, Hon. Jim Bunning
(Chairman of the Subcommittee) presiding.
[The advisories announcing the hearings follow:]

o)



ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON SOCIAL SECURITY

FOR IMMEDIATE RELEASE CONTACT: (202) 225-9263
July 15, 1997
No. SS-8

Bunning Announces Hearing on
Barriers Preventing Social Security Disability
Recipients From Returning to Work

Congressman Jim Bunning (R-KY), Chairman, Subcommittee on Social Security
of the Committee on Ways and Means, today announced that the Subcommittee will
hold a hearing on barriers preventing Social Security disability recipients from re-
turning to work. The hearing will take place on Wednesday, July 23, 1997, in the
main Committee hearing room, 1100 Longworth House Office Building, beginning
at 10:00 a.m.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from invited witnesses only. However, any individual or organization
not scheduled for an oral appearance may submit a written statement for consider-
ation by the Committee and for inclusion in the printed record of the hearing.

BACKGROUND:

Between 1985 and 1994, the number of working-age recipients on the Social Secu-
rity and Supplemental Security Income disability rolls increased 59 percent. In addi-
tion, disabled recipients are staying on the rolls longer than in the past because of
increased life expectancy, a lower average age of disability recipients due to the
baby boom cohort, and an increase of awardees with disabling mental impairments
who tend to be younger and physically healthier.

In 1996, fewer than 6 percent of new disability recipients were referred to State
vocational rehabilitation agencies for services, and historically, less than of 1 per-
cent of disabled recipients leave the rolls because of successful rehabilitation. These
facts underscore the need for initiatives designed to encourage disabled recipients
to receive rehabilitation services and to enter the workforce.

To help Social Security and Supplemental Security Income disability recipients
who want to return to a life of financial independence and self sufficiency, Chairman
Bunning introduced H.R. 4230, the Rehabilitation and Return to Work Opportunity
Act of 1996, last Congress. Since then, similar legislation (H.R. 534, Transition to
Work Act of 1997) has been introduced by ranking member Rep. Barbara Kennelly
(D-CT), and the Administration has included a related proposal in the President’s
fiscal year 1998 budget.

In announcing the hearing, Chairman Bunning stated: “Social Security disability
recipients are not getting the rehabilitation services they deserve. It isn’t fair for
anyone to face a life of dependency and denied opportunities unnecessarily. It’s time
to remove the barriers and provide real rehabilitation assistance for those who want
to return to work.”



FOCUS OF THE HEARING:

During the hearing, the Subcommittee will receive the views of various agencies,
experts, consumers, and providers regarding the barriers which prevent Social Secu-
rity disability recipients from returning to work, and will hear recommendations on
what changes in the law are needed to remove those barriers.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Any person or organization wishing to submit a written statement for the printed
record of the hearing should submit at least six (6) single-space legal-size copies of
their statement, along with an IBM compatible 3.5-inch diskette in ASCII DOS Text
format only, with their name, address, and hearing date noted on a label, by the
close of business, Wednesday, August 6, 1997, to A.L. Singleton, Chief of Staff, Com-
mittee on Ways and Means, U.S. House of Representatives, 1102 Longworth House
Office Building, Washington, D.C. 20515. If those filing written statements wish to
have their statements distributed to the press and interested public at the hearing,
they may deliver 200 additional copies for this purpose to the Subcommittee on So-
cial Security office, room B-316 Rayburn House Office Building, at least one hour
before the hearing begins.

FORMATTING REQUIREMENTS:

Each statement presented for printing to the Committee by a witness, any written statement
or exhibit submitted for the printed record or any written comments in response to a request
for written comments must conform to the guidelines listed below. Any statement or exhibit not
in compliance with these guidelines will not be printed, but will be maintained in the Committee
files for review and use by the Committee.

1. All statements and any accompanying exhibits for printing must be typed in single space
on legal-size paper and may not exceed a total of 10 pages including attachments. At the same
time written statements are submitted to the Committee, witnesses are now requested to submit
their statements on an IBM compatible 3.5-inch diskette in ASCII DOS Text format.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub-
lic hearing, or submitting written comments in response to a published request for comments
by the Committee, must include on his statement or submission a list of all clients, persons,
or organizations on whose behalf the witness appears.

4. A supplemental sheet must accompany each statement listing the name, full address, a
telephone number where the witness or the designated representative may be reached and a
topical outline or summary of the comments and recommendations in the full statement. This
supplemental sheet will not be included in the printed record.

The above restrictions and limitations apply only to material being submitted for printing.
Statements and exhibits or supplementary material submitted solely for distribution to the
Members, the press and the public during the course of a public hearing may be submitted in
other forms.

Note: All Committee advisories and news releases are available on the World
Wide Web at ‘HTTP:/WWW.HOUSE.GOV/WAYS__MEANS/.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202/225-1721 or 202/226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.




ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON SOCIAL SECURITY

FOR IMMEDIATE RELEASE CONTACT: (202) 225-9263
July 16, 1997
No. SS-9

Bunning Announces Continuation of Hearing on
Barriers Preventing Social Security Disability
Recipients From Returning to Work

Congressman Jim Bunning (R-KY), Chairman, Subcommittee on Social Security
of the Committee on Ways and Means, today announced that the Subcommittee’s
hearing on barriers preventing Social Security disability recipients from returning
to work will be continued on Thursday, July 24, 1997. The second day of the hearing
will begin at 1:00 p.m. in room B-318 Rayburn House Office Building.

On July 23, the Subcommittee will receive testimony from various agencies and
rehabilitation experts, and on July 24, will receive the views of consumers and pro-
viders regarding the barriers which prevent Social Security disability recipients
from returning to work, and will hear recommendations on what changes in the law
are needed to remove those barriers.

(For further details see Subcommittee press release No. SS-8, dated July 15,
1997.)

Chairman BUNNING. The Subcommittee will come to order. I
thank the Members for being here.

This morning we begin the first day of a 2-day hearing about the
barriers preventing disabled Social Security recipients from return-
ing to work. We will also hear recommendations on what changes
in the law are needed to remove those barriers.

We are all too familiar with the huge increases in the Social Se-
curity disability and the Supplemental Security Income disability
rolls. There seems to be no end in sight to this alarming trend. In
fact, new disability awardees are, on average, coming on the rolls
at a younger age and staying on the rolls longer than in the past.
This means recipients will spend more of their lives dependent on
Social Security or SSI benefits.

In 1996, fewer than 6 percent of new disability recipients were
even referred to State vocational rehabilitation agencies for service.
And historically, fewer than one-half of 1 percent of disabled recipi-
ents leave the rolls because of successful rehabilitation. Social Se-
curity and disability recipients are just not getting rehabilitative
services they need. This isn’t right, and it certainly isn’t fair.

Congress must give recipients with disabilities the opportunity to
obtain the tools and training they need to return to productive and
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self-sufficient lives. That is why in the last Congress I introduced
H.R. 4230, the Rehabilitation and Return to Work Opportunity Act
of 1996. I am happy to say that since then, Ranking Member Ken-
nelly has introduced similar legislation, and the administration has
included a related proposal in the President’s 1998 budget.

Today we will hear the views of one of our own colleagues, Jim
Ramstad, from Minnesota, followed by the Social Security Adminis-
tration, and the Department of Education, and then we will hear
from GAO and experts in the field of rehabilitation.

I am very pleased that tomorrow we will hear from consumers,
those individuals who are closest to the issues surrounding return
to work. I believe that they will give us valuable insight into what
is working, what isn’t working, and offer suggestions for improve-
ment.

Finally, we will hear the views of those who work day to day pro-
viding rehabilitation services. As we will hear over the next 2 days,
these issues are complex, and finding real answers will not be easy.
Still, I remain optimistic that Mrs. Kennelly and I, along with the
Subcommittee Members and the administration, can work together
to craft legislation that provides real opportunities to people with
disabilities.

In the interest of time, it is our practice to dispense with opening
statements, except for the Ranking Democratic Member, and we
will allow her to put her statement in the record when she arrives.

I would like to begin with our testimony today from our Ways
and Means colleague Congressman Jim Ramstad from Minnesota.

STATEMENT OF HON. JIM RAMSTAD, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Mr. RAMSTAD. Thank you, Mr. Chairman and colleagues. I am
here today to thank you and the Subcommittee for your important
efforts on return to work issues for people with disabilities. I ap-
plaud you for calling this hearing to discuss those barriers which
deter eager, hardworking, productive people with disabilities from
working.

When I first came to Congress in 1991, Mr. Chairman, I was
very surprised to learn that among the multitude of caucuses and
task forces in Congress, there was no group specifically focused on
issues affecting people with disabilities. That is why I started our
Conference Task Force on Disabilities.

Under the purview of the task force, I held a field hearing in
Minnesota on the work disincentives in those Federal programs,
particularly SSI and SSDI, to which the Chairman alluded, which
are supposed to assist people with disabilities. I continue to work
in Minnesota with my own Disabilities Advisory Committee on
these and many other issues affecting people with disabilities. Vir-
tually every member of that task force, were they here today,
would cite the work disincentive issue as a top priority.

I have witnessed firsthand countless stories of frustrated individ-
uals who desperately want to work and contribute to society, but
are literally prohibited from doing so because of confusing Federal
programs and rules which make working too difficult or expensive.
Of course, we must take steps to prevent abuses in the system, but
in doing so, we must make sure our efforts do not prohibit Ameri-
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cans with disabilities from living up to their full potential. We
should not have a system of laws that provide a built-in disincen-
tive to people from working.

Mr. Chairman, preventing people from working runs counter to
the American spirit, a spirit that thrives on individual achieve-
ments and societal contributions. In addition, discouraging people
with disabilities from working, earning a regular paycheck, paying
taxes and moving off public assistance of course results in reduced
Federal revenues.

Creating incentives for people with disabilities is not just hu-
mane public policy, it is sound fiscal policy. Eliminating the current
barriers to work that so many people face is not just a smart thing
to do, Mr. Chairman, it is the right thing to do.

Let me give you one example. A good friend, since 1981, his
name is Tom Haben. I met him when he was president that year
of the Metropolitan Handicapped Coalition in the Twin Cities of
Minnesota. Tom happens to be a person with quadriplegia; very
bright, hard working, productive, just a great guy, and as I said,
one of my best personal friends.

Tom went to work, in fact, went to work for me, but it became
counterproductive for him to work. We couldn’t pay him what he
was worth. He couldn’t take that because he would start losing his
benefits. Therein lies the problem. He had a disincentive to work.
Ultimately, he left the office and has not been employed in the
marketplace since because he can’t afford to lose those benefits at
the pay level he was being paid.

As you know, Mr. Chairman, in 1993, I worked with our col-
league, Representative Stark, on legislation to address the dis-
incentives people with disabilities face in Federal programs. We
weren’t successful in the 103d Congress to pass the legislation to
help get people back to work, but I appreciate so much your com-
mitment and other Members of the Subcommittee, and I am con-
fident that we can untangle this complicated web and get some-
thing done soon.

Your leadership, Mr. Chairman, in this area deserves high
praise. I followed with great interest the hearings the Subcommit-
tee held last session on these issues and appreciate your efforts to
deal with this in a comprehensive way very much.

I see that my time has elapsed, and I don’t want to violate any-
one’s time. I know we have many other people here to testify today,
but I ask unanimous consent that the rest of my testimony be en-
tered into the record.

Again, I want to thank you and the Subcommittee staff. You
have been very helpful and very sensitive to the needs of people
with disabilities. Working together, I am absolutely confident that
we can untangle this web, this maze of Federal laws that provide
a built-in disincentive to people with disabilities from working. We
can change the system so the people can be gainfully employed and
truly enjoy the dignity of independent living which they so deserve.

Thank you, Mr. Chairman.

Chairman BUNNING. We will allow your complete statement to be
put into the record.

[The prepared statement follows:]
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Statement of Hon. Jim Ramstad, a Representative in Congress from the
State of Minnesota

Mr. Chairman, I am here today to thank you and the Subcommittee for your im-
portant efforts on “return to work” issues for people with disabilities. I applaud you
for calling this hearing to discuss those barriers which prevent eager, hard-working
intelligent people with disabilities from working.

When I came to Congress in 1991, I was surprised to find that among all the cau-
cuses and task forces on the Hill, there was no group specifically focused on issues
affecting people with disabilities. That’s why I started the Republican Task Force
on Disabilities.

Under the purview of the task force, I held a field hearing in Minnesota on the
work disincentives in those federal programs—particularly SSI and SSDI—which
are supposed to assist people with disabilities. I continue to work with my own Dis-
abilities Advisory Committee back in Minnesota on these and many other issues fac-
ing people with disabilities.

I have heard countless stories of frustrated individuals who desperately want to
work and contribute to society but are literally prohibited from doing so because
confusing federal programs and rules make working too difficult or expensive. Of
course, we must take steps to prevent abuse of the system, but in doing so, we must
make sure that our efforts do not prohibit Americans with disabilities from living
up to their full potential.

Mr. Chairman, preventing people from working runs counter to the American
spirit—a spirit that thrives on individual achievements and societal contributions.
In addition, discouraging people with disabilities from working, earning a regular
paycheck, paying taxes and moving off public assistance results in reduced federal
revenues.

Creating work incentives for people with disabilities is not just humane public
policy, it 1s sound fiscal policy. Eliminating the current barriers to work that so
many individuals face is not just the smart thing to do, it is the right thing to do.

As you know, in 1993 I worked with our esteemed colleague on the Ways and
Means Committee, Representative Stark, on legislation to address the disincentives
people with disabilities face in federal programs. While we were not successful in
the 103rd Congress to pass legislation to help people get back to work, I remain
hopeful that we will get something done soon.

Your leadership in this area deserves high praise. I followed with great interest
the hearings this Subcommittee held last session on these issues and was very in-
terested in the legislation you introduced last year. I realize that some of the ele-
ments of comprehensive reform in these areas fall outside the jurisdiction of this
Subcommittee, but I want to publicly and personally thank you for looking at those
issues within your jurisdiction.

Specifically, when I hear that in 1996, fewer than 6% of new disability recipients
were referred to state vocational rehabilitation agencies for services and less than
1% of 1% of disabled recipients leave the rolls because of successful rehabilitation,
I know something must be done to open up the vocational rehabilitation process.

In my home state of Minnesota, the State Vocational Rehabilitation Program ad-
ministrators do a good job in meeting the needs of many Minnesotans, but I am also
aware of experienced, successful private groups in Minnesota that can also provide
these services. Many private rehabilitation groups in Minnesota have been involved
in SSA demonstration programs and can greatly contribute to the efforts of the state
VR and help even more people get back to work. In addition, people with disabilities
should have the ability to seek rehabilitation and choose the provider they feel will
best help them achieve their goal of employment.

Like everyone else, people with disabilities have to make decisions based on finan-
cial reality. Should they consider returning to work or even make it through voca-
tional rehabilitation, the risk of losing vital federal health benefits often becomes
too threatening to future financial stability. As a result, they are compelled not to
work. Given the sorry state of present law, that’s generally a reasonable and ration-
al calculated decision.

I appreciate the attention in your legislation to Medicare coverage for those who
work. It is my sincere hope that the Commerce Committee will also consider propos-
als to allow individuals with disabilities who return to work access to Medicaid.

I am currently seeking Medicaid proposals from my state Department of Human
Resources and others that will hopefully compliment any legislation you introduce
this year so we can comprehensively knock down all the barriers preventing people
from working.

Mr. Chairman, thanks again for your leadership on these important issues and
for letting me come before the Committee today. Your Subcommittee staff has been
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very gracious in allowing me and my staff to work with you on these important
issues and I look forward to continuing to work with you on our shared goal of help-
ing people with disabilities return to work.

Chgirman BuNNING. And Mr. Collins, do you have any ques-
tions?

Mr. CoLLINS. I have no questions.

Chairman BUNNING. We thank you, Jim, for your interest, and
your determination to do something about this, and we appreciate
your testimony.

Mr. RAMSTAD. Thank you, Mr. Chairman.

Chairman BUNNING. If the next panel will come forward. Acting
Commissioner of Social Security, Hon. John Callahan, accompanied
by Susan Daniels, Associate Commissioner at the SSA Office of
Disability. Testifying on behalf of the U.S. Department of Edu-
cation is Judith Heumann, Assistant Secretary for Special Edu-
cation and Rehabilitative Services.

Dr. Callahan, if you would begin, we would appreciate it.

STATEMENT OF HON. JOHN J. CALLAHAN, ACTING COMMIS-
SIONER, SOCIAL SECURITY ADMINISTRATION; ACCOM-
PANIED BY SUSAN DANIELS, ASSOCIATE COMMISSIONER,
OFFICE OF DISABILITY

Mr. CALLAHAN. Thank you very much, Mr. Chairman, for invit-
ing us here today. We would like to commend you and Congress-
woman Kennelly and other Members of the Subcommittee for hold-
ing these hearings. They are very, very important hearings, and I
think we are all starting down this road of dismantling barriers for
return to work. So my commendation to you and the Ranking
Member.

Today, too few of our approximately 8 million Social Security and
Supplemental Security Income recipients leave the disability rolls
each year to work. Many more of our customers with disabilities
tell us they want to work, and they will do so, if the incentives are
right and the services they need are available. We look forward to
working with this Subcommittee to turn their dreams of economic
independence into a reality.

I am enthusiastic about the possibilities for the future, particu-
larly the President’s Ticket to Independence Proposal, which we
have sent forward to the Congress. The Ticket to Independence is
a good public-private partnership. The partnership would give peo-
ple receiving disability payments what they want and what they
need: The control and flexibility to secure services tailored to their
individual requirements, from their choice of providers. The Ticket
Program is also, I would add, fiscally responsible, since providers
would only be paid for results, that is, placing individuals in a job
and eliminating Federal cash assistance.

The Ticket to Independence is grounded on four principles. The
first is customer choice. SSA’s customers desire and need maximum
flexibility and choice in pursuing services that will help them be-
come gainfully employed. Beneficiaries with disabilities will receive
this Ticket to Independence to use with a participating public or
private employment or rehabilitation provider of their choice.
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The second principle is innovation. The employment strategy in
our proposed legislation encourages widespread innovations in the
public and private sectors by providing opportunities for State
agencies, local nonprofit and for-profit providers and employers to
work with willing beneficiaries.

Third, paying for results. This is very important. The focus on
outcomes, we believe, is best achieved by linking it to financial re-
wards. The provider will be paid only when the beneficiary’s earn-
ings from work result in benefit savings.

And finally, health care incentives. We all know that one of the
key barriers to returning to work is fear of losing health care. Op-
portunities to obtain employment should be as health-care-neutral
as possible.

The Senate reconciliation bill does contain a proposal similar to
that proposed by the President that would allow workers with dis-
abilities to buy into Medicaid. We urge the conferees to adopt the
President’s proposal in that regard. The President’s proposal for a
4-year demonstration to extend premium-free part A Medicare ben-
efits beyond the current period of Medicare eligibility is not in-
cluded in reconciliation. We believe that is still important and
would want to pursue that demonstration authority in the future.

Very quickly, this is how the ticket will work. After SSA deter-
mines that individuals are eligible for benefits, it will issue them
tickets. A beneficiary may give the ticket to his or her provider of
choice in exchange for rehabilitation and employment services. We
expect to select between 5 and 10 States to begin our pilot. Tickets
will be issued and providers will be solicited for participation. State
vocational rehabilitation agencies and alternate participants will
also have an option to participate in either the Ticket Program or
the current program.

Providers must satisfy certain criteria to be enrolled and be eligi-
ble to receive payments from SSA: They must be able to conduct
business in the State where they enroll by whatever criteria are
used in that State.

Very quickly, I see the light is running here, the beneficiary may
have a ticket for up to 2 years. They may be able to renew it for
another 2 years. Payments will be made to providers once these in-
dividuals terminate their cash benefits and become permanently
employed.

We feel as a starting payment point that we will be prepared to
pay 50 percent of the cash benefit, up to 5 years of gainful employ-
ment. We will select a contract administrator to administer this
program, and we will report back to Congress on the 3d, 5th, 7th
and 10th year of the pilot.

In conclusion, the Ticket to Independence is a very frugally de-
signed, results-oriented innovation that can, first of all, create a
public-private partnership between us and public and private pro-
viders, obtain significant savings to the SSA Trust Funds, give
beneficiaries what they want, which is a choice to find a willing
provider and minimize bureaucracy in the administration of this
program.

We believe these hearings are a starting point on a long road to
fashioning constructive legislation, and we are committed to work-
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ing with the Subcommittee and the administration to get legisla-
tion that will remove the disincentives to go back to work.
[The prepared statement follows:]

Statement of Hon. John J. Callahan, Acting Commissioner, Social Security
Administration

Mr. Chairman and Members of the Subcommittee:

A large and growing number of people with disabilities can work, and want to
work. With the Americans With Disabilities Act, changes in societal attitudes, and
advances in technology, it is clearer than ever that being disabled does not mean
that you can’t contribute to our nation’s economy. However, people with disabilities
face a variety of complex barriers to work. Now is the right time to launch new ini-
tiatives to help break these barriers.

Today, too few of our approximately 8 million Social Security and Supplemental
Security Income (SSI) disability recipients leave the disability rolls each year be-
cause of work. In fiscal year 1996, SSA paid State vocational rehabilitation (VR)
agencies about $65.5 million for their services provided to approximately 6,000 bene-
ficiaries with disabilities who worked at least 9 months earning more than $500 per
month. However, many State VR agencies have waiting lists for services, and many
more of our customers with disabilities tell us they want to work and will do so if
the incentives are right and the services they need are available. We look forward
to working with Congress, the Rehabilitation Services Administration, and other
Federal agencies to turn our customers’ dreams of economic independence into re-
ality. I am enthusiastic about the possibilities for the future, particularly the Presi-
dent’s “Ticket to Independence” proposal.

This plan creates new ways to help people find work and achieve their goals. The
Administration looks forward to working with the Hill to enact these proposals.
Since there are members of Congress from both sides of the aisle who are also work-
ing to solve this problem, we are looking forward to a constructive dialogue with
you on this issue that will lead to the enactment of legislation, and we believe that
our proposal merits your support.

The “Ticket to Independence” is a public-private partnership designed to expand
opportunities for individuals with disabilities, including individuals who are blind.
This partnership would give people receiving disability payments what they want
and need—the control and flexibility to secure services tailored to their individual
requirements from their choice of providers. The Ticket is fiscally responsible, since
providers would be paid only for results, i.e., placing individuals in jobs and elimi-
nating Federal cash assistance.

Some have been critical of the current system for not improving the work capacity
of our beneficiaries. We know that many highly skilled, outcome-focused agencies
and professionals could be successful in assisting our diverse beneficiaries to return
to work and that individualized planning and support is essential to successful work
re-entry. The President’s proposal builds on this knowledge.

We believe that the “Ticket to Independence” proposal will result in more opportu-
nities for our beneficiaries to receive the services they need in order to work. We
must keep in mind, however, that many of our beneficiaries have disabilities so se-
vere and permanent that they will be unable to work even with the best VR serv-
ices.

THE “TICKET TO INDEPENDENCE” PROPOSAL

Included in the President’s fiscal year 1998 budget is a historic proposal to help
more beneficiaries achieve their goals of obtaining a job and leaving the benefit
rolls. This is the first time that a President has submitted a proposal to significantly
expand return to work efforts. The “Ticket to Independence” is grounded in a four
part vision.

¢ Customer Choice: SSA’s customers desire and need maximum flexibility and
choice in pursuing services which will help them to become gainfully employed.
Beneficiaries with disabilities will receive a “Ticket to Independence” to use with a
participating public or private employment or rehabilitation provider of their choice.
Our experience indicates that customer choice is a key element in their decision to
seek services.

¢ Encouraging Innovation: The Administration’s proposal seeks to encourage
widespread innovations in the private and public sectors by creating opportunities
for Federal and State agencies, local non-profit and for-profit providers, employers,
and beneficiaries to work together.
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» Paying for Results: Beneficiaries and providers alike should focus on the goal
of stable employment. The provider will be paid only when the beneficiary’s earn-
ings from work result in benefit savings. The “Ticket to Independence” rewards suc-
cess and frugally uses public funds in an accountable and targeted way. And, since
stable employment is the only goal that reaps a financial return, fewer resources
are needed to monitor methods, expenditures, case files, etc.

¢ Health Care Incentives: Health care security is viewed by beneficiaries as an
essential factor in deciding whether or not to try to work. Opportunities to obtain
employment should be as health-care neutral as possible for individuals with dis-
abilities. As you know, the President’s Budget proposal included two new ap-
proaches to removing disincentives to returning to work.

We are pleased that the Senate Reconciliation bill includes a proposal similar to
that proposed by the President that would permit states to allow workers with dis-
abilities to buy into Medicaid. The Administration has urged the Conferees to adopt
the President’s version which would not limit eligibility for this program to people
whose earnings are below 250 percent of poverty.

Unfortunately, the Administration’s proposal for a 4-year demonstration to extend
premium-free Part A Medicare eligibility for beneficiaries who leave the cash benefit
rolls and continue working beyond the current period of Medicare eligibility (39
months) was not included in Reconciliation. The Administration continues to be-
lieve—that such a demonstration, coupled with the “Ticket to Independence,” is good
policy and continues to support changes in Medicare to reduce disincentives to re-
turn to work.

How THE TicKET WILL WORK

After SSA determines that individuals are eligible for benefits, we will issue them
tickets. The beneficiary may still apply to the State VR agency for services regard-
less of whether it is participating in this program, or give the ticket to another par-
ticipating provider of his/her choice in exchange for rehabilitation and employment
services. If the beneficiary returns to work and benefits cease due to earnings, the
p;ovider holding the ticket will receive a portion of the savings for a fixed period
of time.

PHASED ROLL-OUT

SSA will select 5-10 States to begin. Tickets will be issued and providers will be
solicited for participation. State VR agencies will have the option to participate in
either the “Ticket to Independence” or the current SSA VR Reimbursement Pro-
gram.

For State VR agencies or alternate providers which choose to participate in the
pilot, claims filed under the current program prior to the start of the pilot will con-
tinue to be processed under that program. Also, the State VR agencies in pilot
States will not have first priority access to referrals of beneficiaries who have tick-
ets.

ELIGIBILITY

All disability beneficiaries in roll-out States, except those whose medical condi-
tions are expected to improve, will be eligible to receive a ticket. Beneficiaries who
are expected to improve will be eligible for a ticket if their benefits are continued
as a result of a continuing disability review.

PROVIDERS

Providers must satisfy certain criteria to be enrolled and eligible to receive pay-
ments from SSA. Providers must be eligible to conduct business in the State where
they enroll by whatever criteria are used in that State. SSA will not certify, license
or regulate organizations or businesses.

USING THE TICKET

A beneficiary may activate a ticket at any time by giving it to an enrolled pro-
vider, who then registers it for 1 or 2 years, at the beneficiary’s discretion. The tick-
et can be transferred to another provider only if the original ticket holder agrees
(except in situations where disputes between a beneficiary and a provider are re-
solved by withdrawing the ticket). The terms of transfer of the ticket from one ap-
proved provider to another, with the beneficiary’s consent, are entirely up to the re-
spective parties. Providers receiving tickets from other providers must notify SSA
of the change to be eligible for payment. At the end of the period of registration,
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if no provider is being paid under the expired ticket, the beneficiary may request
a renewed ticket and that ticket may be registered for 1 or 2 years with the same
or a different provider. Only one ticket will be issued to a beneficiary at a time and
only one provider may hold a beneficiary’s ticket at a time.

PAYING THE PROVIDER

When SSDI benefits or an SSI beneficiary’s federally administered benefits stop
due to earnings, the provider is paid a portion of each monthly benefit not paid to
the beneficiary during a specified continuous period.

The provider payments begin with the first month that Social Security disability
insurance benefits or Federally administered SSI payments are reduced to zero, due
to earnings, after the ticket is registered.

ADMINISTERING THE TICKET

SSA will award a contract to an administrator to manage the enrollment of pro-
viders, the system of referrals, ticket registration, and to assist in paying providers.
The administrator will also develop a data collection system incorporating informa-
tion required for management reports, a beneficiary tracking system, and the eval-
uation of the impact of the “Ticket to Independence.”

EVALUATION AND EXPANSION

The Commissioner of Social Security will report to the Congress on the operations
of the “Ticket to Independence” Program. At the end of the 3rd, 5th, 7th, and 10th
year of the pilot, the Commissioner will evaluate and report on the impact of the
program and work activity of beneficiaries with disabilities. Based on the results of
the evaluation, the Commissioner will determine whether to continue and expand
to other States (if the ticket system has been sufficiently successful), to modify as-
pects of the models to gain better results (such as the payment formula or the
length of the payment period), or to discontinue the project.

PROTECTION AND ADVOCACY

SSA will supplement the funding of the existing State Protection and Advocacy
(P&A) system with funds specifically designated for assisting SSA beneficiaries
when disputes with providers occur. The State P&A System is a long established
federally mandated system operating in each State and territory that investigates,
negotiates and mediates solutions to problems that certain persons with disabilities
cannot resolve on their own.

CONCLUSION

The “Ticket to Independence” is a cost effective, results oriented innovation that
can:

¢ Create a public-private partnership between Social Security and public and pri-
vate providers with the goal of supporting beneficiaries who want to work.

¢ Offer potentially significant savings to the SSA trust funds by helping persons
with disabilities to work.

¢ Give beneficiaries the control and flexibility they need in securing services they
want.

* Minimize bureaucratic involvement.

Mr. Chairman, let me reiterate. We want to work with you to design new pro-
grams that can result in jobs for persons with disabilities who would otherwise re-
main dependent upon disability benefits. We believe the President’s “Ticket to Inde-
pendence” begins a deliberate process to roll out a federal initiative to achieve that
end. I thank you for your attention and would be happy to answer any questions.

Chairman BUNNING. Thank you, Dr. Callahan.
Testifying on behalf of the U.S. Department of Education is Ju-
dith Heumann. If you will begin, please.
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STATEMENT OF JUDITH E. HEUMANN, ASSISTANT SECRETARY,
OFFICE OF SPECIAL EDUCATION AND REHABILITATIVE
SERVICES, U.S. DEPARTMENT OF EDUCATION; ACCOM-
PANIED BY MARK SHOOB, DEPUTY ASSISTANT SECRETARY

Ms. HEUMANN. Thank you, Mr. Chairman, Mrs. Kennelly and
other Members of the Subcommittee. Thank you very much for in-
viting us to speak with you on the issue of barriers that prevent
disabled Social Security, disabled insurance and Supplemental Se-
curity Income beneficiaries from engaging in or returning to work.

As the Department of Education’s Assistant Secretary for the Of-
fice of Special Education and Rehabilitative Services, I am respon-
sible for providing leadership to the Rehabilitation Services Admin-
istration, the Federal agency that provides support to State voca-
tional rehabilitation agencies and other service providers to assist
individuals with disabilities to achieve employment and to live
independently. Since my childhood, we as a country have made sig-
nificant strides in improving educational and employment opportu-
nities for individuals with disabilities. The Congress’ recent biparti-
san reauthorization, strengthening the Individuals with Disabilities
Education Act, and the coming reauthorization of the Rehabilita-
tion Act, will lead to significant progress in furthering opportuni-
ties for education, employment, and independent living.

It is estimated that approximately 800,000 individuals with dis-
abilities are now working because of the antidiscrimination protec-
tions provided by the 1990 Americans with Disabilities Act. But
significant barriers remain to achieving the goals of independence,
inclusion and empowerment for all individuals with disabilities.
Federal policy aimed at assisting individuals with disabilities has
created disincentives for many with disabilities.

For example, the potential loss of health care coverage represents
a significant barrier to employment for SSDI and SSI recipients. In
order to address this disincentive, the President’s budget proposes
to help people with disabilities work without losing their health
care coverage.

Federal income policy regarding disability payments may also
create disincentives through employment. Our data suggests many
beneficiaries are well aware of the substantial gainful activity
threshold and earnings limits and, as they approach them, tend to
limit their hours of work or earnings so as to remain eligible. Ulti-
mately these barriers must be addressed if we were to achieve suc-
cessful employment outcomes for many more individuals with sig-
nificant disabilities.

The programs I administer at the Department of Education have
played a significant role in our overall efforts to help individuals
to be prepared for and engage in gainful employment and must
continue to be part of a comprehensive strategy. The Vocational Re-
habilitation State Grants Program provides $2.2 billion in formula
grant assistance to 82 State-operated VR service programs. These
programs provide consumers with choices among a wide range of
specialized services that include, but are not limited to, job develop-
ment, job training and placement, counseling and guidance, as-
sisted technology, personal assistance services, physical and mental
restoration services, reader services, interpreter services, supported
employment services and school-to-work transition services.
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The essence of the VR Program is to provide services that meet
the aspirations, needs, abilities and priorities of each individual,
consistent with the individual’s informed choice. A VR counselor
works as a partner with a person with disability to design a reha-
bilitation program that matches the individual’s strengths and in-
terests to a vocational outcome, and they jointly develop an employ-
ment plan. In fiscal year 1996, 213,500 individuals who exited the
VR system after receiving services achieved an employment out-
come and showed notable gains in their economic status.

The State VR agencies and the Social Security Administration
have a long history dating back to 1954 of working together to as-
sist SSDI and SSI beneficiaries to return to work. In order to ex-
amine the success of the VR Program in assisting individuals with
disabilities to achieve sustainable improvement in employment,
earnings and independence, the Department is currently conduct-
ing a major longitudinal study. The study which is being conducted
by Research Triangle Institute follows approximately 8,000 current
and former VR consumers over a 3-year period and examines serv-
ices and post-VR earnings, employment and community integration
of VR consumers. Information obtained from this study will enable
the Department to conduct specific analysis relative to SSDI and
SSI beneficiaries receiving VR services.

Some of the preliminary data regarding the rehabilitation of SSI
and SSDI beneficiaries may be of interest to you. This data shows
28 percent of all active VR clients are, in fact, SSDI and SSI bene-
ficiaries who have been receiving benefits for an average of 55
months. SSI/DI beneficiaries referred to the VR Program directly
by SSA or SSA’s Disability Determination Service represent only
3.6 percent of all beneficiaries who, in fact, are applying for serv-
ices. Beneficiaries enter the VR system far more often through self-
referral, community health and rehabilitation programs and
schools, after a period of receiving SSA benefits.

SSA beneficiaries tend to have higher percentages of some sig-
nificant disabilities. These include higher percentages of visual dis-
abilities, significant mental disabilities, mental retardation and
prelingual deafness.

Chairman BUNNING. Are you close to being finished?

Ms. HEUMANN. Yes.

The Department is committed to closely monitoring program out-
comes, improving performance and developing evaluation standards
and performance indicators for the VR Program in order to improve
program performance. We recognize that Education’s Vocational
Rehabilitation Programs are only part of the solution to the unem-
ployment of individuals with disabilities, and we support other op-
tions to maximizing return to work opportunities, including the So-
cial Security’s Ticket to Independence. We must continue to explore
ways to address the broad range of factors contributing to the high
unemployment of individuals, and we are committed to working
with you on this process. Thank you.

[The prepared statement follows:]
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Statement of Judith E. Heumann, Assistant Secretary, Office of Special
Education and Rehabilitative Services, U.S. Department of Education

Chairman Bunning and members of the Subcommittee, thank you very much for
inviting me to speak with you on the issue of barriers that prevent disabled Social
Security Disability Insurance (SSDI) and Supplemental Security Income (SSI) bene-
ficiaries from engaging in or returning to work.

As the Department of Education’s Assistant Secretary for the Office of Special
Education and Rehabilitative Services (OSERS), I am responsible for providing lead-
ership to the Rehabilitation Services Administration (RSA), the Federal agency that
provides support to State vocational rehabilitation (VR) agencies and other service
providers to assist individuals with disabilities to achieve employment and to live
independently. My leadership also extends to the National Institute on Disability
and Rehabilitation Research which—through research, demonstration, and dissemi-
nation and utilization programs—identifies those best practices in technology, reha-
bilitation, and independent living that result in greater independence and productiv-
ity of individuals with disabilities.

My appointment as Assistant Secretary and my ability to live independently
would not have been possible without the broad array of rehabilitation and inde-
pendent living services from which I have benefited along with my personal deter-
mination and family’s support.

When I was one and a half years old, I developed polio. When I was five, the pub-
lic school officials would not allow me to enroll. They told my mother that because
of my wheelchair, I was a fire hazard. Instead, the school system sent a tutor to
my house. When I was nine, I finally got to go to school, but I was placed with other
disabled kids in a room hidden in the school basement.

I was the first student in my class to go on to high school—but not until my mom
and dad fought for this right.

After graduating from high school, I went to college. I wanted to become a teach-
er, but the agency financing my education believed that people who use wheelchairs
could not teach, so they refused to let me major in education. But I did manage to
minor in it.

When I graduated, I applied for a teaching license in the New York City school
system. I passed the written test and the spoken test. But I failed the medical test
because I used a wheelchair. The school officials would not give me a license to
teach. But I knew I could be a good teacher. With the support of my parents, I chal-
lenged the school system, obtained my license, and finally got a job teaching.

During this time, I became aware that other disabled people from all over the na-
tion—in fact, from around the world—were also advocating for equal rights. These
people, and many other disabled people and their families, became part of the grow-
ing movement for the rights of the disabled.

This broader movement enabled me to go on to graduate school, and to be a leader
in the then new independent living movement. I helped found the first Center for
Independent Living in Berkeley, California.

Since my childhood, we, as a country, have made significant strides in improving
educational opportunities for individuals with disabilities, particularly with the en-
actment of the Individuals with Disabilities Education Act (IDEA) in 1975. In addi-
tion to Congress’ recent bipartisan reauthorization that further strengthened IDEA,
we have also made significant progress in furthering opportunities for employment
and independent living for individuals with disabilities through a broad range of
programs that support both rehabilitation and independent living services and re-
search and demonstrations and programs that protect the rights of individuals of
disabilities from discrimination in employment, housing, and transportation. It is es-
timated that approximately 800,000 individuals with disabilities are now working
because of the anti-discrimination protections provided by the Americans with Dis-
abilities Act. But significant barriers remain to achieving the goals of independence,
inclusion, and empowerment for all individuals with disabilities. Despite the oppor-
tunities afforded by the Individuals with Disabilities Education Act, the Rehabilita-
tion Act, and the Americans with Disabilities Act, nearly half of working-age per-
sons with disabilities are unemployed.

These barriers include environmental barriers such as the lack of transportation
and lack of affordable and accessible housing. Individuals like myself need access
to personal assistance services in order to work. Many individuals need accommoda-
tions on the job such as assistive technology to perform effectively in the workplace.
Despite the promise of the ADA, negative employer and individual attitudes regard-
ing the employability of individuals with disabilities persist.

Notably, federal policy aimed at assisting individuals with disabilities is also cre-
ating disincentives to work for many individuals with disabilities. For example, the
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potential loss of health care coverage represents a significant barrier to employment
for SSDI and SSI recipients. Medicare for disabled SSDI beneficiaries and Medicaid
for SSI recipients provide the majority of health care coverage for these groups.
While there are provisions that extend these benefits once an individual returns to
work, Medicare coverage is time limited and SSI recipients who go to work lose
Medicaid if their earnings exceed caps that vary by State. As a result, it’s possible
that people who are eligible for SSI “mangage” their income to ensure that they
keep Medicaid—Dby stopping work when they hit the caps, or even turning down pro-
motions. In addition to primary health care services, the Medicaid program also of-
fers a variety of optional services essential to the needs of severely disabled individ-
uals that are both costly and difficult to obtain even if traditional employer-based
health care coverage can be secured.

In order to address this disincentive, the President’s budget proposes to help peo-
ple with disabilities work without losing their health care coverage. The President’s
proposal would create a new State option that would allow SSI beneficiaries with
disabilities who earn more than those State caps to keep Medicaid by contributing
to the cost of their coverage as their income rises. The President’s budget also in-
cludes a proposal for a 4 year demonstration project to extend Medicare coverage
for SSDI recipient who return to work.

Federal income policy regarding disability payments may also create disincentives
to employment. SSDI benefits can continue for up to nine months after an individ-
ual attempts to return to work. At that point, SSA must determine if the SSDI ben-
eficiary has achieved substantial gainful activity (SGA), which is a trigger for termi-
nation of cash benefits. SSI recipients can continue to receive their SSI checks while
they work. As long as they remain disabled, they will continue to receive their SSI
check until they reach a certain level of earnings. Our data suggest that many bene-
ficiaries are well aware of the SGA threshold and earnings, and, as they approach
them, tend to limit their hours of work or earnings.

Ultimately, these barriers must be addressed if we are to achieve successful em-
ployment outcomes for many more individuals with disabilities.

The programs I administer at the Department of Education have played a signifi-
cant role in our overall efforts to help individuals to be prepared for and engage in
gainful employment and must continue to be part of a comprehensive strategy. One
of the biggest programs is the Vocational Rehabilitation State Grants programs,
which provides $2.2 billion in formula grant assistance to 82 State-operated VR
service programs. These programs provide consumers with a wide range of special-
ized services that include, but are not limited to, job development, job training and
placement, counseling and guidance, assistive technology, personal assistance serv-
ices, physical and mental restoration services, reader services, interpreter services,
supported employment services, and school-to-work transition services. The essence
of the VR program is to provide services that meet the aspirations, needs, abilities
and priorities of each individual, consistent with the individual’s informed choice.
A VR counselor works as a partner with an individual with a disability to design
a rehabilitation program that matches the individual’s strengths and interests to a
vocational outcome, and they jointly develop an employment plan.

Since its creation seventy-seven years ago by the Smith-Fess Act, the VR State
Grants program has assisted some nine million individuals with disabilities to
achieve gainful employment. Presently, there are over 1.25 million eligible individ-
uals receiving VR services, 77.5 percent of whom have significant disabilities. In FY
1996, 213,500 individuals who exited the VR system after receiving services
achieved an employment outcome and showed notable gains in their economic sta-
tus.

The State VR agencies and the Social Security Administration have a long his-
tory, dating back to 1954, of working together to assist SSDI and SSI beneficiaries
to return to work. The Social Security Amendments of 1965 authorized the use of
Social Security trust funds to pay for VR services for beneficiaries. The goal of the
Beneficiary Rehabilitation Program is to return the maximum number of disabled
beneficiaries to work so that savings in reduced benefit payments and the Social Se-
curity contributions of the rehabilitated beneficiaries would equal or exceed the
amount paid for rehabilitation services.

Since 1983, VR agencies have been reimbursed by SSA only for beneficiaries who
are terminated from benefits following a determination that the beneficiary has
achieved substantial gainful activity. Payment is made to the VR agency only when
savings to the trust fund are anticipated.

In order to examine the success of the VR program in assisting individuals with
disabilities to achieve sustainable improvement in employment, earnings, and inde-
pendence, the Department is currently conducting a major longitudinal study. The
study, which is being conducted by Research Triangle Institute, includes a sample
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of approximately 8,000 current and former VR consumers at 37 VR offices over a
three-year period. The time frame permits tracking of services and post-VR earn-
ings, employment, and community integration of VR consumers.

Specifically, the study investigates:

¢ short and long-term outcomes achieved by VR consumers;

¢ characteristics of consumers that affect access and receipt of services and out-
comes;

* how receipt of specific services contributes to successful outcomes;

¢ how local environmental factors influence services and outcomes;

* what about the VR agency influences services and outcomes; and

¢ the extent of return on the VR program’s investment.

Information obtained from this study will also enable the Department to conduct
specific analysis relative to SSDI and SSI beneficiaries. Some of the preliminary
data regarding the rehabilitation of SSI and SSDI beneficiaries may be of interest
to you. These data show that 28 percent of all active VR clients are SSDI and SSI
beneficiaries who have been receiving benefits for an average of 55 months and in-
clude recipients who have initiated contact with the VR program or who have self-
referred. SSI/DI beneficiaries referred to the VR program directly by SSA or SSA’s
Disability Determination Service represent only 3.6 percent of all beneficiaries who
apply for services because these referrals are made much earlier in the process, e.g.,
when they first start to receive benefits and are not yet ready to return to work.
Beneficiaries entered the VR system far more often through self-referral, community
health and rehabilitation programs, and schools. One implication of these data is
that a majority of beneficiaries who elect to enter the vocational rehabilitation sys-
tem do so after a period of receiving SSA benefits, rather than concurrent with the
initiation of the receipt of benefits.

The data also show some significant differences between the SSA beneficiary pop-
ulation and the general population served by the VR program. Beneficiaries tend
to have higher percentages of some severe disabilities. These include higher percent-
ages of visual disabilities, severe mental illness, mental retardation, and prelingual
deafness. One result of the more severe disability mix is higher cost of services. For
example, in 1995, the average cost of purchased services for beneficiaries was 49
percent higher than for non-beneficiaries ($4,724 compared to $3,168).

The Department is committed to closely monitoring program outcomes to improve
performance and is also in the process of developing evaluation standards and per-
formance indicators for the VR program in order to improve program performance.

The 1992 amendments to the Rehabilitation Act made a number of important
changes to the VR State Grants program that will enhance employment opportuni-
ties for individuals with disabilities. For example, the amendments modified the cri-
teria for determining eligibility for services to streamline the process and set forth
the policy that individuals with disabilities are to be active participants in their own
rehabilitation programs.

In preparing for the pending reauthorization of the Rehabilitation Act, we have
invited input from a broad range of groups and individuals to get their ideas for
further improving the Act, and we are prepared to make a number of specific rec-
ommendations for changes that are aimed at improving results for individuals with
disabilities in the areas of employment and independent living. These include fur-
ther streamlining the eligibility determination process to establish presumptive eli-
gibility for VR services for recipients of disability benefits under Titles II and XVI
of the Social Security Act, and streamlining the Individualized Written Rehabilita-
tion Plan (renamed the Individualized Employment Plan) to eliminate unnecessary
process requirements and give consumers who want to take responsibility for devel-
oping their plan the option of doing so. We also support an amendment that clarifies
that consumers have the right to choice in regard to the selection of their employ-
ment goal, the services needed to reach their goal, the providers of such services,
and the methods to be used to procure the services.

At the same time, we recognize that vocational rehabilitation is only part of the
solution to the unemployment of individuals with disabilities, and we support other
options to maximize return-to-work opportunities. For example, the Social Security
Administration has recently transmitted its Ticket to Independence proposal, which
would authorize a new public-private partnership to assist individuals who receive
SSDI or SSI benefits on the basis of disability to return to work. We look forward
to working with the Social Security Administration on this effort.

We must continue to explore ways to address the broad range of factors contribut-
ing to the high unemployment of individuals with disabilities. I am convinced that
by working together, the Administration, Congress, individuals with disabilities and
their advocates, service providers, and employers can turn the wasted talents of dis-
abled people into an important resource for securing our nation’s future.
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I want to assure the Subcommittee of my sincere desire to work with you and our
partners at SSA to achieve our common goal of assisting individuals with disabil-
ities to achieve gainful employment and to become contributing members of our soci-
ety.

Chairman BUNNING. Thank you.

Let me start the questioning with Dr. Callahan. The legislative
language for the Ticket to Independence Proposal is somewhat
vague regarding payment to providers. Please describe your pro-
posal payment system.

Mr. CALLAHAN. The proposal payment system—I would like to
answer this question, and Associate Commissioner Daniels may
want to amplify—we would first of all seek to pick 5 to 10 States
to pilot this program.

Chairman BUNNING. Five pilot States.

Mr. CALLAHAN. Five to ten pilot States. We would make sure the
States were a diverse group of States throughout the country,
large, small, with various characteristics. Right now, we have 65
alternate providers nationwide that would be ready to serve cur-
rent beneficiaries. We expect more providers to come online. The
disabled individuals in those States would be given tickets, and
they would be able to take those tickets to any provider that was
willing to provide Ticket to Independence services. They would reg-
ister with those providers for up to 1 or 2 years, which could be
renewable for an additional 1 or 2 years. We expect during that
process that the provider would help them obtain stable employ-
ment. Once they go into stable employment and their cash assist-
ance ends, the provider of those services would receive up to 50
percent of the estimated cash benefit, possibly up to 5 years.

Chairman BUNNING. In their report of March 1997, GAO sug-
gests that SSA compare the results of the proposed results-based
payment system with those of alternate systems. Does SSA intend
to pilot more than one payment system? If not, why not; if so,
would you please describe it?

Mr. CALLAHAN. Let me ask Associate Commissioner Daniels to
comment on that, if I may.

Ms. DANIELS. Our original plan is to start with one payment sys-
tem, as Mr. Callahan has described. Fifty percent of the benefit for
every month the individual is not in cash status for 5 years. How-
ever, the language is flexible enough to allow us to determine if
that needs to be adjusted in any way, and we will be collecting
data to see if any particular group of beneficiaries are not being
served and take a look at maybe changing or modifying that for-
mula.

Chairman BUNNING. Would SSA administer payments to provid-
ers directly or use a contractor?

Mr. CALLAHAN. We would use a contractor, sir.

Chairman BUNNING. I understand SSA’s proposal only pays pro-
viders when the recipient comes off of the rolls; is that correct?

Mr. CALLAHAN. Yes, that is correct.

Chairman BUNNING. How would smaller providers, who may
have limited capital, be able to participate in the program then?
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Mr. CALLAHAN. Let me say, our assessment is that the alternate
providers, which have come to us to seek to provide vocational re-
habilitation services, range from large to small enterprises. We
think there are a lot of innovative small enterprises that would be
willing to participate in this program.

One of the things I think you allude to is the issue of paying for
milestones. One of the things we have to be——

Chairman BUNNING. I am alluding to the fact that a small pro-
vider couldn’t carry this program very long.

Mr. CALLAHAN. The providers will assess their own internal ca-
pacities, and they will look at the various beneficiaries that are out
there, and——

Chairman BUNNING. What I am alluding to is the fact that some
of the younger, smaller and best providers may have the best ideas
on how to do it, and we may miss those ideas if we are only con-
tracting with larger providers.

Mr. CALLAHAN. Well, you are presuming when we put the ticket
stick out that no smaller providers will come forward.

Chairman BUNNING. No, I am worried about their financial abil-
ity to carry it.

Mr. CALLAHAN. Well, I think it is like everything else, Mr. Chair-
man. Individuals and enterprises with good ideas and good innova-
tion oftentimes can get capital from a variety of sources. So we be-
lieve that they would be able to do that and that the better ones
would enter into the process.

Chairman BUNNING. My time has expired, and I want to question
the next witness, but I will yield to Mrs. Kennelly.

Mrs. KENNELLY. I thank the panel for being with us this morn-
ing.
I have introduced legislation on the issue we are talking about
this morning, and I have to say to you there was a certain amount
of skepticism when I was putting my legislation together that, in
fact, it would increase the number of people taken off the disability
rolls. So what I would ask you, Dr. Callahan, considering only 1
percent or less are leaving the rolls, is there anything we can do
to increase that number? Have you got numbers you can give us
on ?how this proposal would increase the numbers going off disabil-
ity?

Mr. CALLAHAN. Obviously we would shoot for at least initially a
30-percent increase of people going off the rolls in the pilot States.
One of the things we are encouraged about is that by paying pro-
viders for results, we will increase the capacity of public and pri-
vate providers to provide the appropriate services. So we would
hope to increase it at least initially by 30 percent.

Mrs. KENNELLY. That would be wonderful, and I think it is going
to take a great deal of work.

Mr. CALLAHAN. That is right.

Mrs. KENNELLY. We are talking about people who get off disabil-
ity and enter into a situation where they have a provider. How
does that save the trust fund money if we are only talking about
those who are already off, and we know so few go off? When you
put forth your proposals, what are the savings?

Mr. CALLAHAN. Well, as you probably know, there are at least
three cost estimates of this proposal. SSA’s actuaries have costed
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it out, OMB has costed it out, and CBO has costed it out. All three
components indicate a fair amount of cost neutrality in the first
stages; that is, savings. We indicate that we will have savings over
the full 10 years of the pilot, the OMB indicates less savings in the
last 5 years, and CBO has a different alternative.

I think one thing to be aware of is that some people say we will
just be paying for people who are going back to work anyway. I
think that is something that has to be looked at and studied, but
the key thing here is to increase the capacity of the overall system
to provide these services, bring more providers online, and provide
the best incentive we know, which is paying for results.

Mrs. KENNELLY. Well, that is something that both the Chairman
and I are concerned about.

Mr. CALLAHAN. Let me add one point, if I may. I understand the
desire for cost savings for the trust funds, but we also are looking
at a goal of putting disabled individuals back to work. I mean, we
shouldn’t forget that goal. That is a very important goal.

This Subcommittee has a difficult task. You have to look at all
the issues that affect disabled workers. It is not just Social Secu-
rity, it is Medicare, Medicaid, sometimes assisted housing, trans-
portation services, and so forth, and I think this will be a benefit
to us as you look to that as well.

Mrs. KENNELLY. But, Doctor, with less than 1 percent going back
to work, we are all going in the same direction on that, we have
to increase that number, and to take that one step further, Ms.
Heumann, everything I read tells me early intervention is the key.
What does this proposal do to get the intervention earlier than it
is now?

Mr. CALLAHAN. That is already on a separate track. You passed
legislation here, I believe it is H.R. 1048. It is pending in the Sen-
ate. We would support getting that enacted into law as soon as pos-
sible, rather than tying that back to this particular proposal. So in
one sense, you are already ahead of the game on early intervention
with your other legislation.

Mrs. KENNELLY. A proposal this size, we have to all be on the
same track.

Ms. Heumann.

Ms. HEUMANN. I was just going to say, some of the State reha-
bilitation agencies have already been working in a proactive way
with employers, so as individuals are becoming injured on the job,
they can come in and try to maintain people on the work force,
which we believe is critically important.

In addition to that, as I was discussing in my presentation, the
study being done by Research Triangle is, in fact, showing that one
of the difficulties is that individuals are being given determinations
of disability and at the same time are being told about their ability
to go get jobs. The data are showing people enter into the system
as much as 40 to 55 months after they have been on benefits, so
it does seem to say a number of things. For some individuals, cap-
turing them early, if their disability is not necessarily significant
enough, may be able to keep them in the work force. Changing em-
ployers’ attitudes so employers welcome workers and to keep them
in the work force is something we also know is positive.
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But I think what everyone has been saying this morning is peo-
ple have more significant disabilities. There is a time period for
some in which they are going to have to adjust to their disabilities,
as well as the other issues we laid out around health care benefits,
which is a very big issue. Congressman Ramstad raised that issue
earlier with his former employee who was a quadriplegic who
couldn’t maintain employment. I assume because he was at risk of
not only losing his Medicaid, but in the State of Minnesota, they
have good programs for personal assistance services.

This is a complex issue. We agree with you that early interven-
tions are critically important for some, and then a collaborative ap-
proach of services that come from Social Security, rehabilitation
agencies and many other programs can also potentially help move
people back into work; plus the removal of the disincentives, which
we all believe is one of the biggest problems of getting people back
into the work force.

Mrs. KENNELLY. Thank you for that excellent answer.

Chairman BUNNING. Thank you.

Mr. Collins will inquire.

Mr. CoLLINS. Thank you, Mr. Chairman.

Mr. Callahan, I want to kind of clear up this 30 percent. You say
you are hoping to increase by 30 percent the number who leave the
rolls of disabled back into the workplace.

Mr. CALLAHAN. Over the current baseline, yes, sir.

Mr. CoLLINS. Not 30 percent of a half percent, then, that Mrs.
Kennelly spoke of, is now currently leaving the rolls, because that
wouldn’t be much of an increase, would it? That would get us up
to about two-thirds of 1 percent.

Mr. CALLAHAN. State vocational rehabilitation agencies are our
primary provider of services right now. We referred last year
60,000 individuals to State vocational rehabilitation agencies for
services.

Mr. COLLINS. According to our numbers, that was about 6 per-
cent.

Mr. CALLAHAN. Right. But let me, if I could, just pursue this for
1 minute. Of the 60,000 we referred, we reimbursed the States for
their services to 6,000 disability beneficiaries; that is, those who
were substantially gainfully employed for 9 months or more.

Now obviously, we would like to increase the number. First of all,
we would like to get more of those 60,000 beneficiaries we referred
for services back to work. Additionally, we would like to get more
beneficiaries referred for services. The Ticket to Independence, at
the very least, will enable us to list more individuals on the elec-
tronic billboard, that is, advise all the providers participating in
the Ticket Program that these individuals have tickets, and to
marry the individuals with a provider of services, whether that be
a State VR agency if they choose to participate in the Ticket Pro-
gram, or some other public or private service provider. So it is in
essence trying to achieve a market solution, if you will; that is,
marry the individuals with the service providers and get them back
into the work force.

Mr. CoLLINS. Well, good. You know, I think the best place for re-
habilitation is the workplace, and you suggested that, hopefully,
you think there are people in the private enterprise, small business
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area that would be willing to take this task on and hire people with
disabilities, and I agree with that. I think they will, too. But you
say you think they are. Have you actually inquired with small busi-
ness people, entrepreneurs, employers as to where the stumbling
blocks are in hiring people with a disability, because there are
some there. I am a small business person, and I know where they
are, and I know where the disincentives are because of a long-
range liability that that employer is going to pick up. Have you
been to the workplace and talked to people about it?

Mr. CALLAHAN. If I may, Congressman, let me defer to Associate
Ci)lmmissioner Daniels, who has dealt with that in more detail than
I have.

Ms. DANIELS. As we were developing the proposal, we had an op-
portunity to talk with employers, some of them large, some of them
small. One of the things they indicated to us is they are in the
business of their business, and that when it comes to hiring people
with disabilities, they are generally willing to hire people who can
help them do their business. They need help sometimes in figuring
how to make the best accommodations or how to provide the best
workplace, but they don’t want, themselves, to become experts in
that. We believe that the providers who take our tickets will be
willing to work with employers to make those kinds of transitions
happen for our beneficiaries, without asking the employer to be-
come an expert in rehabilitation or workplace accommodations.

Mr. CoLLINS. Well, the incentive to me to hire anyone is produc-
tivity, and the disability should not be a question as to whether
they are productive or not, unless it is a job where they just actu-
ally physically can’t handle it.

But there are some problems in the area of insurance, problems
in the area of workers’ compensation, and problems in the area of
entrance to the facility, and all of these things are regulated very
heavily by the Federal Government that puts the roadblock up that
I don’t want to deal with. But I would deal with them if I were not
afraid of the punishment that I might receive of attempting to try
to deal with it. I think you need to go to the marketplace and talk
to people and talk to them in a real sense, not a bureaucratic
sense.

Thank you, and thank you, Mr. Chairman.

Ms. HEUMANN. Mr. Collins, could I just say one thing?

Mr. BUNNING. Mr. Christensen.

Mr. CHRISTENSEN. Thank you, Mr. Chairman.

Since I was a junior in high school, Dr. Callahan, you have been
testing a pilot program and going through a demonstration project.
I believe it has been about 17 years. From that pilot program, since
I was a junior in high school, what have you learned that you in-
corporated into the Ticket to Independence Program?

Mr. CALLAHAN. Well, I will defer to Associate Commissioner Dan-
iels on this because she has worked on it for the past several years,
but I will say we also have a study, called Project Network, for
which we expect an evaluation report by the end of this year. We
are going to fully report to the Subcommittee, which will shed light
on this. But, I think what we have learned is that a disabled indi-
vidual wants to go back to work. I think the testimony from all the
panelists today suggests there are a lot of disabled people who
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want to go back to work, but are concerned about disincentives,
and finding a willing provider of services that tailors the program
with the disabled individual, and provides the various things that
are helpful to that individual in order to return to work.

I mean, my colleague here, says we have had 800,000 people go
back into the workplace since the ADA was passed. We find that
our customers tell us they want to go back to work. We are seeking
here, as a result of that, to put providers together with the disabled
individuals and try to get them back to work. It is a very complex
and a time-consuming process.

Mr. CHRISTENSEN. I guess what I question is the fact that after
17 years of a pilot program, roughly $30 million in taxpayers’
money, the Ticket to Independence Program that you are rolling
out is still yet another pilot program; that after 17 years of studies
and pilot programs and demonstration projects, you don’t have
enough confidence in the program to roll it out as a permanent pro-
gram rather than another pilot program which will last, I think,
10 years.

Ms. DANIELS. Let me say that many of the previous demonstra-
tions have given us a lot of useful information. They were not wast-
ed. One of the most important things——

Mr. CHRISTENSEN. I have never heard of a government program
that wasted money.

Ms. DANIELS. One of the most important things we learned, and
you probably will learn from some of our colleagues on the other
panel, is we found that there is a broad network of very able, high-
ly skilled, results-oriented professionals out there who are willing
to work with our beneficiaries. We structured the Ticket to Inde-
pendence, as you see, to start slowly, 5 to 10 States, but it gives
us the flexibility, if the program is successful, to continue to roll
it out even faster, to encompass as many States as possible as our
capacity increases to manage the program and as it remains suc-
cessful.

So I would think this is not as limiting a rollout pilot as you
might be thinking. It starts small, but it can grow rapidly if it is
successful.

Mr. CALLAHAN. If it works, we are probably going to come back
and ask for permanent legislation. If it doesn’t, we will come back
and tell you why it didn’t work.

Mr. CHRISTENSEN. When do you think it will come back?

Mr. CALLAHAN. The legislation provides that I am supposed to
report back to the Congress within 3, 5, 7 and 10 years—I am sure
I will be reporting back before then—so we will be reporting back
as quickly as we can on this, but we don’t want to start a perma-
nent program that doesn’t have a chance of success.

Mr. CHRISTENSEN. Thank you, Mr. Chairman.

Mr. HULSHOF. Mr. Christensen, I can’t wait to see the headline
back in your hometown paper that you have never heard of a gov-
ernment program that wasted money.

Ms. Heumann, I wanted to give you the opportunity to respond
to Mr. Collins’ question, but I think you did want to share with us
some opinions.

Ms. HEUMANN. I just would like to put a face on the people we
are talking about, and I think the issue Mr. Collins raised 1s very
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important, the need for agency—Social Security and rehabilitation
agencies and others to be working face to face with employers to
understand those programs. I think really the reforms that have
been going on in programs around the United States in the last 8
to 10 years have definitely been linking rehabilitation agencies
with employers to understand their real needs.

I also think we can’t avoid the discussion which deals with the
disincentives, because just improving employers’ opportunities to
bring disabled people in will not address the issues of individuals
who have significant disabilities. I mean, people like myself, that
are right now spending $3,500 a month for rent and attendant
services; the person that Congressman Ramstad spoke about ear-
lier, who I am sure has a comparable level of expense. So we have
to, as we all work forward with the mutual goal of getting disabled
people to work, which is what we want to do, we have to realize
that we have to make some of these systemic changes if we are
going to allow people opportunities.

The approach Social Security is taking is one more approach to
assist disabled people to moving into the work force, but if we don’t
seriously address these other issues, we are not going to be able
to move the number of people who could move into the work force
into the work force.

Mr. HULSHOF. Let me ask you about the SSA Ticket Proposal.
Specifically, Ms. Heumann, let me ask you to comment on right of
first refusal, because as I understand, the Ticket Proposal allows
the State VR agencies to opt into the Ticket Program in the States
participating in the pilot, but then the State VR agencies in the
States would then no longer enjoy the right of first refusal as cur-
rently provided for in current law. Would you expect States to opt
into this program? And what is the Department of Education’s view
about losing right of first refusal?

Ms. HEUMANN. We anticipate some States would participate in
the program. What our hope is, and we have obviously been work-
ing very closely with Social Security, is as the program moves for-
ward, individuals with disabilities are given significant information
so they understand what the ticket is going to mean. They have a
better understanding of the various providers that are going to be
there, the kinds of services that rehabilitation is legally required
to offer people versus the services that agencies that make—Dbe-
come ticketholders are not obligated to provide people, and that in-
dividuals also are aware of what protections they have, if there are
differences in the beliefs of the purchaser, as the disabled individ-
ual, and the provider.

I think those are criteria we think are critically important as the
program moves forward.

Mr. HULSHOF. You mentioned information about the new pilot
program, and, Dr. Callahan, as you know, we have split this hear-
ing up into two sessions. Tomorrow we are going to hear from
many in the disabled community; also some from the consumer
panel tomorrow. And maybe it is unfair of me to ask you to com-
ment, but, for instance, I think Mr. Halliday is testifying tomorrow
on behalf of the Council of the VR—State VR Administrators. He
talks about the lack of understandable information on what would
happen to cash benefits and medical coverage when a person at-
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tempts to work, and he calls it; the Twilight Zone, I think, in his
testimony.

In addition to the pilot program, what is SSA doing to educate
those presently trying to move into the work force?

Mr. CALLAHAN. We have a number of initiatives underway that
Dr. Daniels has spearheaded, and I think she would like to com-
ment.

Ms. DANIELS. We realize the work incentives are very complex
and, in fact, we have become students of some colleagues from the
Virginia Commonwealth University who have created a computer
program to show us and others what happens to income and net
income when individuals work, and how it affects their benefits. I
think you may have a chance to hear from those individuals. We
have invested heavily in that program, and we think it holds prom-
ise of being available to our beneficiaries to help them and their
providers figure out the real impact of the work incentives.

Additionally, we developed a package for young people called,
“Graduating to Independence,” that focuses on families and young
people. Counselors teach them about work incentives and teach
them how to prepare for a transition to work. We have publications
that we deliver, and we have a continuing and ongoing dialog with
our customers about what makes sense and how we can best ad-
minister the work incentives. All of the things are leading us in a
good direction, we hope.

Chairman BUNNING. The gentleman’s time has expired.

Mr. Johnson.

Mr. JOoHNSON. Thank you, Kenny. Thank you, Mr. Chairman.

Dr. Callahan, the National Council on Disability appointed by
the President has some recommendations in it to improve the So-
cial Security’s ability to return disabled to work, and some of our
witnesses will be reviewing those details, but one of the rec-
ommendations is to reduce the monthly SSDI benefits $1 for every
$2 of earnings over $500 a month, similar to the SSI Program.
What are your views on that, and isn’t that a possibility, and why
aren’t those two programs the same anyway?

Mr. CALLAHAN. I haven’t seen that proposal in all its detail. We
would obviously have to understand the cost ramifications of it.
Clearly, we would like to see some comparability among all our
programs, but, Mr. Johnson, what I would like to do is provide our
answer for you on that one for the record because I would like to
take the time to study the National Council on Disability’s rec-
ommendations.

[The following was subsequently received:]
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A disability benefit offset provision for Social Security disability insurance (SSDI)
beneficiaries, similar to that proposed by the National Council on Disability, has been
considered several times over the years. For example, both the 1988 Disability
Advisory Council and the 1996 Disability Policy Panel of the National Academy of
Social Insurance (NASI), considered, but rejected, a disability offset proposal.
Although the measure may encourage more beneficiaries to work, it also raises a
number of concerns:

o Beneficiaries would continue to be eligible for cash payments despite earning
comparatively large incomes. For example, NASI reported that an individual
with monthly DI benefits of $1,100 could earn more than $32,000 per year and
still collect a partial DI benefit.

o A disparity would occur between SSDI applicants and beneficiaries. In order to
qualify for benefits, applicants would have to be unable to perform substantial
gainful activity (SGA), while beneficiaries could remain on the rolls while
earning well in excess of the SGA level, currently $500 per month. Thus, a
benefit offset could be seen as establishing a different, less strict definition of
disability for those individuals receiving disability benefits versus those applying
for such benefits.

0 A disability offset provision may induce many people with disabilities who
work despite their impairments to stop working long enough to apply for and
become entitled to cash disability benefits (and eventually Medicare), thereby
increasing both SSDI program costs and administrative costs. In 1996, SSA's
Office of the Actuary estimated that a proposal to reduce SSDI benefits by $1
for each $2 in excess of $500 per month would result in an increase in SSDI
benefit payments totaling $5.1 billion over a 5-year period.

o The proposed $500 per month SSDI beneficiary earnings disregard is almost
8 times greater than the $65 per month disregard applied to a Supplemental
Security Income (SSI) disabled recipient's earnings under the SSI disability
offset provision under section 1619 of the Social Security Act.

—

Mr. JoOHNSON. You haven’t looked at the President’s rec-
ommendations then?

1 Mr. CALLAHAN. I don’t have that right in front of me, sir, no, I
on’t.

Mr. JOHNSON. One other question. When people get out of dis-
ability, they lose Medicare; is that true?

Mr. CALLAHAN. I am sorry?

Mr. JOHNSON. They lose Medicare—or Medicaid, maybe.

Mr. CALLAHAN. It depends. They can lose it to some degree or an-
other. Let me ask Ms. Daniels.

Ms. DANIELS. The Social Security Disability Insurance Program
allows beneficiaries to keep their Medicare part A premium free for
their trial work period, which is 9 months, and then to continue to
keep that premium free for the extended period of eligibility, which
is another approximate 3 years, and at the end of that period the
beneficiary may purchase part A, with a premium. It is a little over
$300 a month.
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So there are transitions currently in the Disability Insurance
Program that allow the beneficiary to keep the Medicare that they
have while they are beginning to work and get stabilized, and, at
the end of that, to purchase it.

Mr. JOHNSON. So that is not an obstacle to them getting work
then, is it?

Ms. DANIELS. Some of our beneficiaries say that the premium
itself, at a little over $300 a month, is a substantial premium,
given their ability to earn after they have become disabled.

Mr. JOHNSON. But you said they get it for 9 months, in the in-
terim, free.

Ms. DANIELS. That is right, part A.

Mr. JoHNSON. I understand.

Well, is it working or not?

Ms. DANIELS. Certainly for people on their trial work periods or
in their extended period of eligibility, it is a fabulous coverage for
them to have and something for them to depend upon. Whether or
not they can afford to keep it after they finish that period is really
uncertain. We have only had approximately 600 people since this
provision was put in law to ever use it; in other words, purchase
their Medicare part A.

Mr. JOHNSON. Six hundred out of how many?

Ms. DANIELS. Out of several thousand. I would have to look at
my book here, but several thousands of people have left the rolls
over the years, and very, very few people have ever bought Medi-
care.

Mr. JOHNSON. Thank you very much.

Thank you, Mr. Chairman. I yield back to you.

Chairman BUNNING. I would like to ask Ms. Heumann your com-
ments on the Council, National Council on Disability, employment
recommendations, if you know about them.

Ms. HEUMANN. I am sorry, I haven’t seen them in detail either.

Chairman BUNNING. You don’t have any idea whether you agree
or disagree with the recommendations?

Ms. HEUMANN. I think the thrust of the Council’s recommenda-
tions we support because it is the same thrust we are all discuss-
ing. What they have been doing is convening meetings around the
country and bringing together disabled experts who are both
knowledgeable about disability from a personal perspective and
knowledgeable about the laws.

Chairman BUNNING. I want to assure all of the witnesses that
I am going to submit questions in writing to you for answers for
the record.

Mr. CALLAHAN. Yes, sir.

Chairman BUNNING. Ms. Heumann, in your testimony you state
the Department of Education supports consumers’ choice in the se-
lfection‘)of their employment goals. Would you like to expand on that

or me?

Ms. HEUMANN. Well, we believe it is important for anyone in this
country to be able to have the opportunity to talk about what their
work objectives are, not for someone to say that this is the job you
should do. Historically, and if I could just talk personally, when I
was in high school, what my disabled friends told me in high school
was when you went to rehabilitation many years ago, you could
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only tell them you wanted to do a job where you could demonstrate
that another disabled person had a job like that. So when I was
interested in becoming a teacher, I knew not to tell anybody I
wanted to be a teacher because they would not help me go to school
to become a teacher. So I said instead I wanted to be a speech pa-
thologist, which I never really wanted to be.

Today, because of many of the pieces of legislation that are out
there, disabled individuals have options like other people, but we
need to make sure that no one is saying to any disabled person,
you should do x job when, in fact, they want to do y job. So choice
means that we have to be able to sit down with the disabled indi-
vidual and allow the person to say what they are interested in,
what kind of adaptations they need for the job, types of technology
they may need, where they may have to live in order to get to and
from the job, to look at other disability-related issues as they make
their determinations.

Chairman BUNNING. I don’t want to interrupt you. Mr. Collins
brought up some of the barriers that exist for industry and small
businesses when trying to hire people with disabilities. Disincen-
tives include health care and liability insurance and more. So is
that in an educational process being brought up to those that are
seeking to hire the disabled?

Ms. HEUMANN. Well, what we would be talking to a disabled per-
son about is if they are interested in certain types of jobs where
there are risks in the jobs, what kind of accommodations could be
provided for the individual to remedy the risk issue.

Chairman BUNNING. Well, that is very important, obviously, for
the disabled person to be able to choose any job they want. The re-
ality is that there are barriers that prevent employment. We are
seeking to get a handle on the big picture. We can’t write a bill to
handle SSDI and SSI without the complete picture on subsidized
housing, on all the other things that go with it.

Ms. HEUMANN. Mr. Chairman, I think it is important to give that
information to disabled individuals, but I also think we need to do
a continued job at working with employers, because there are still
employers—and I am not talking about Mr. Collins—who are un-
aware of what disabled people can do. And so I think we need to
have a partnership with the provider, with the disabled individual
and with the potential employer to be able to look at what they
perceive as barriers to see if, in fact, the barriers can be removed.
We don’t want to limit disabled individuals’ options in the world of
work based on their disability.

Chairman BUNNING. We want to make sure they have an oppor-
tunity to do a better job at rehabilitating more than 1 percent of
those on SSDI. That is our job and what we are trying to accom-
plish in any kind of legislation we would propose.

Ken, do you have any other questions?

Mr. HULSHOF. No.

Chairman BUNNING. I would like to thank the panel for their tes-
timony, and we will be submitting questions to you. Thank you.

[The following was subsequently received:]
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Questions received from Hon. Jim Bunning, and Subsequent Responses
from Hon. John J. Callahan, Acting Commissioner of Social Security

1. You indicated that, under the Administration’s Ticket to Independence proposal,
providers are not paid for services until the recipient no longer receives benefits.
What about an individual who is only able to work part-time? Is there nothing that
can be done, in your view, to reward this progress?

First, we would like to emphasize that the Ticket to Independence Program (TIP)
is intended to be a voluntary addition to all the VR programs currently available
to SSA’s beneficiaries. As such, a beneficiary can get services from the State VR
agencies in their respective States. Second, the essence of the TIP is that savings
to the SSDI Trust Fund or the general revenues is a prerequisite for payment to
a provider. One could make milestone payments, but that would not be consistent
with the approach we have proposed. The TIP (and any savings-based payment sys-
tem) is designed to encourage aggressive pursuit of employment outcomes for as
many beneficiaries as can be efficiently returned to work. Other beneficiaries, who
need more extensive services in order to return to work full time, will be served by
existing systems such as the State VR agencies.

2. In your testimony, you mention the Administration’s proposal for a four-year dem-
onstration to extend premium-free Medicare health insurance for recipients who leave
the cash benefit rolls because of work. You also state that the Administration believes
such a demonstration, along with the “Ticket to Independence,” is good policy and
constitutes an incentive to return to work. Why, then, did the Administration not in-
clude this proposal in its 1998 budget?

The President’s 1998 budget did include a proposal for a demonstration which
would have permitted certain title II disability beneficiaries to have their Medicare
coverage continued, premium-free, for an extra 4 years after their Medicare cov-
erage would have terminated under present law. While the President’s proposal
was, unfortunately, not included in the Balanced Budget Act of 1997, the Adminis-
tration plans to continue to pursue such demonstration authority.

3. All disability recipients, except those whose medical conditions are expected to im-
prove, will be eligible to receive a ticket. Recipients who are expected to improve will
be eligible for a ticket after their benefits are continued as a result of a CDR. Since
an extensive CDR backlog still exists, why not issue a ticket to those whose medical
conditions are likely to improve, as it seems that those recipients would benefit from
rehabilitation services early in the process?

We intend to issue tickets at the time of award to new beneficiaries who are not
considered “high profile” in SSA’s CDR profile system. Those considered high profile
would be eligible for a ticket after a CDR results in a finding that their disability
condition has not improved. All beneficiaries currently on the rolls who are not clas-
sified as “high profile” cases will also be eligible to receive tickets. Initially, it may
be necessary to phase in the profile system, if it appears that too many beneficiaries
would be excluded from receiving a ticket or phase in the beneficiaries on the rolls,
if the workload appears too large in the first year. In addition, we will evaluate the
CDR backlogs at the time legislation is enacted and reassess our position, if nec-
essary, at that time.

4. Basically, under your proposal most new recipients and individuals who are con-
tinued benefits after a CDR are issued a ticket. Is their use of a ticket mandatory?

The Social Security Administration has a duty, obligation, and responsibility to
protect the Social Security trust funds and the general funds of the treasury from
being used to pay benefits to individuals who are not entitled to them. Therefore,
the “Ticket to Independence” proposal provides that the benefits of beneficiaries who
(1) either do not cooperate in a rehabilitation program designed by the provider to
which they assigned their ticket, to get them off the disability rolls, or (2) refuse
to assign their ticket to a provider which has developed a rehabilitation program
which is likely to get them off the disability rolls, may be withheld or terminated.
These sanctions are consistent with long-standing Social Security policy.

5. Social Security law requires suspension of benefits for those SSDI and SSI recipi-
ents who refuse to accept vocational rehabilitation services. How many SSDI and SSI
recipients have had their benefits suspended because they refused to accept services?

Benefit suspension can occur when an individual, without good cause, refuses to
continue to accept VR services or fails to cooperate in such a manner as to preclude
their successful rehabilitation. Before a suspension occurs, SSA and the State VR
agency make every possible effort to encourage the individual to participate in their
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program of VR services. Additionally, SSA independently evaluates if good cause ex-
ists in those cases where nonparticipation is reported. During the last three years,
SSA has reimbursed a State VR agency in fewer than 10 cases where benefit sus-
pension was linked to a refusal situation.

6. State VR agencies are reimbursed by SSA for services when SSA recipients engage
in substantial gainful employment for nine months. In 1996, SSA reimbursed State
VR agencies for about 6,000 recipients. How many recipients actually left SSA dis-
ability rolls because of VR services?

To assess the effectiveness of successful State rehabilitations, SSA periodically
evaluates the number of months successfully rehabilitated individuals stay off the
disability rolls. Although we do not presently have longitudinal data on 1996 suc-
cessful rehabilitations, prior analyses indicate that over a 5 year (60 month) period,
successfully rehabilitated SSDI beneficiaries will be out of benefit status for an av-
erage of 46 months (i.e., collect checks in only 14 months in 5 years following suc-
cessful rehabilitation).

The months an individual is in benefit status include all 60 months for the few
individuals who never leave the rolls, any new reentitlements based on new applica-
tions within the following 5 year period, and any months during the extended period
of eligibility an individual received benefits because their earnings fell below the
substantial gainful activity level. This information confirms that, on average, SSA
is getting a good payoff from successful rehabilitations. As it is not currently avail-
able, we will provide the number requested under separate cover.

7. Most of the return-to-work proposals focus on the back end of the disability pro-
gram, in other words, once individuals are allowed benefits. However, many people
think the front end of the disability program needs to be brought up to date. Do you
believe that the current law definition of disability is still appropriate for the pro-
gram? Should it be changed?

Many people, both in government and the private sector have mixed opinions
about this issue. It is true that the current implementation of the definition of dis-
ability, which is defined in broad terms in the Social Security Act, was written into
regulation and established in State agencies across the country nearly 40 years ago.
Much has changed since then. However, fundamental changes to that process would
have far-reaching consequences for current beneficiaries and individuals who are in-
sured for disability, for disability advocates, for the larger disability and health in-
surance systems in America, and for the federal government. We are willing to work
with the Congress to identify changes that all agree would be desirable and to test
those changes, to the extent possible, in controlled field experiments before attempt-
ing to implement a different definition nationwide.

As you know, we have a review of the entire disability decision process on-going
under the Disability Process Redesign Project. Part of that redesign effort includes
research into alternate ways to implement the functional evaluation of the severity
and consequences of physical or mental impairments. We plan to field-test any fea-
sible alternate processes which are identified by the research. Any of these alternate
processes would have to be proven to be cost-effective in terms of decision accuracy
and administrative efficiency. It is not clear that the current system would turn out
to be less effective than any proposed alternative.

8. Why are so few disabled recipients (6%) referred to State VR agencies for services?

We too are concerned that relatively few beneficiaries are referred for VR services.
While the national rate of referral is below 10 percent, the rate does show a wide
variance from State-to-State. Some factors influencing this variance are the individ-
ual States’ use of local criteria for selecting referrals and the fact that some bene-
ficiaries are already VR clients (due to a referral from another source) before the
SSA medical determination is completed.

To help address the overall rate of referrals and wide State-to-State variance, we
are working with both the Council of State Administrators of Vocational Rehabilita-
tion and the Rehabilitation Services Administration. Through this joint effort, we
?re sleeking ways to implement a more uniform and broader selection of quality re-
errals.

9. In March 1994, SSA issued regulations allowing public and private providers to
provide services to SSA’s disabled recipients who are not served by the State VR
agencies. Currently, how many recipients are actually receiving services from alter-
nate providers? Why has it taken so long to get this program up and running?

Developing a process within SSA for working with alternate providers of VR serv-
ices has never before been done. The process required considerable original and
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imaginative work to establish. Over 4,000 separate public and private VR providers
expressed an interest in the new process and received the agency’s solicitation for
a proposal. Over 500 actually submitted proposals to become alternate participants.
The first contract was awarded in the Spring of 1997. Since then, nearly 100 addi-
tional contracts have been negotiated and awarded. More are expected from those
for whom additional information has been requested.

Several of those awarded contracts are already accessing our listings of available
beneficiaries. The contractors are free to choose which beneficiaries are contacted
and to independently negotiate a plan of services with a beneficiary. We are very
early in the period where alternate participants have begun outreaching to available
beneficiaries. Therefore, the results are limited. We do know, however, that some
services are being provided and at least one individual has begun workibg.

10. One of the SSI program’s work incentive is the PASS program. We are hearing
from many consumers, including panelists who testified in Day 2 of this hearing, re-
garding their concerns over SSA’s administration of the PASS program. Since many
SSI recipients also receive SSDI benefits, please explain what SSA is doing to ensure
that the PASS program is being effectively administered.

PASS allows the Social Security Administration, in determining eligibility and
payment amount for SSI, to exclude income and resources an individual sets aside
in order to pursue an occupational goal. The purpose of this provision is to help dis-
abled and blind individuals who want to work obtain items or education that will
help them to work. For example, funds set aside under a PASS can be used for tui-
tion, training, transportation, supplies, and computers.

We feel strongly that PASS is an important work incentive for highly motivated
disabled SSI recipients. However, recent evaluations of the provision by us and by
the General Accounting Office (GAO) revealed that there are some aspects of the
PASS that are vulnerable to misuse. We want to make sure that PASS continues
to be available for moving individuals from dependency to independence. Our goal
in recent months has been to improve management of the provision while reducing
opportunities for misuse.

To improve adjudication accuracy, and to achieve consistency in decisionmaking,
we recently centralized the processing of all PASS applications. We are currently
evaluating options for achieving further improvements in the adjudication of this
sensitive and important workload.

SSA instituted a comprehensive review of policies for the PASS provision. Our re-
view began this past spring in keeping with commitments we had made to study
the first year impact of changes in the way PASS requests are processed.

We cannot at this point specify the precise nature of any future proposals for
PASS changes resulting from our review.

Question received from Hon. Jim Bunning, and Subsequent Response from
Judith Heumann

Question: State VR agencies are reimbursed for services when an SSA recipient en-
gages in substantial gainful activity for nine consecutive months. State VR agencies
were reimbursed for only about 6,000 SSA beneficiaries last year. Why are so few
SSA recipients served by State VR agencies?

Answer: In FY 1995, SSA reimbursed State vocational rehabilitation (VR) agen-
cies a total of $65,480,627.30 for the rehabilitation of 6,026 SSDI and SSI bene-
ficiaries. While this figure represents only a small percentage of individuals on the
disability rolls, it also reflects only a small number of beneficiaries who requested,
and were provided, VR services from the State VR program.

In FY 1995, 607,195 individuals requested services from State VR agencies. Of
these, 143,298, or about 28%, were SSDI or SSI beneficiaries. 130,343 were accepted
for VR services, 97,363 received services under an Individualized Written Rehabili-
tation Program (IWRP), and 53,877 exited the VR system, having met the programs
criteria for an employment outcome.

It is important to point out that the criteria under which SSA reimburses VR
agencies for their services differs considerably from the standards by which the VR
program determines a successful employment outcome. In order for VR agencies to
be reimbursed by SSA, it must be established that a beneficiary has engaged in sub-
stantial gainful activity (SGA) for nine months. The SGA earnings level is set at
$500 per month for disabled non-blind beneficiaries, and $1,000 per month for blind
beneficiaries.
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Criteria established by the Rehabilitation Act of 1973, as amended, require that
in order for a State VR agency to claim an employment outcome, it must be deter-
mined that: VR services have contributed to the employment outcome; the employ-
ment outcome is consistent with the individual’s strengths, resources, priorities, con-
cerns, abilities, capabilities, interests, and informed choice; the employment be in
the most integrated setting possible; the employment must have been at least 90
days in duration; and, the individual and VR counselor agree that the employment
is satisfactory and progressing well. While VR agencies strive to assist individuals
in obtaining the best paying jobs possible, as long as these criteria are met, it is
acceptable, and appropriate, for the individual to be “rehabilitated” in employment
that may be part-time employment, supported employment, or employment at earn-
ings less then SGA. In FY 1995, 38,629, or 71.1% of all SSA beneficiaries closed
after achieving an employment outcome, were working in the competitive labor mar-
ket. Preliminary data suggest that this percentage increased to about 84% in FY
1996.

Data, obtained from the Rehabilitation Services Administration’s (RSA) Case
Service Report System (RSA-911), indicate that when SSA beneficiaries choose to
apply for VR services, they are more likely than non-beneficiaries to be accepted by
the program. In FY 1995, 90.1% of beneficiaries who applied for VR were accepted,
compared with 76% of non-beneficiaries. Preliminary FY 1996 data are similar, but
with decreases in the percentage of non-beneficiary acceptances (90.4% of bene-
ficiaries compared to 72% of non-beneficiaries).

SSA beneficiaries have ample opportunity to access the VR system. Current law
requires, that upon initial adjudication for benefits, they be referred to the VR pro-
gram. There are strong indications that this may not be the most appropriate time
for such a referral, as most beneficiaries who participate in VR services have been
on the benefit rolls for several years (40-55 months). Further, the 1995 data show
that a large percentage, over 24%, have accessed VR through self-referral. Cur-
rently, SSA, OSERS(through RSA), and State VR agencies are working coopera-
tively to improve the referral system.

It is clear from the information presented above that SSA beneficiaries represent
a significant percentage of the VR caseload. Further, many beneficiaries do enter
employment in the competitive labor market. However, what is also clear is that
many beneficiaries who attempt work do not earn enough to be terminated from
benefits. Disincentives inherent in the present benefit structure, have been cited as
reasons why more beneficiaries do not attempt work. These include: loss of essential
medical coverage, fear that earnings alone will not be sufficient for self-support, and
difficulties associated with re-entry into the benefit system.

Finally, it appears that in FY 1996, State VR agencies will be reimbursed over
$90 million for their services to SSA beneficiaries. As of July 31, 1997, SSA reported
that over 6,700 cases have been processed for reimbursement. State VR agencies
consider these reimbursements to be a valuable source of program income and are
working cooperatively with SSA and RSA to improve the reimbursement system.

The vocational rehabilitation of individuals with significant disabilities is a prior-
ity of the Rehabilitation Act. SSA beneficiaries, almost without exception, are in-
cluded in this group, and VR agencies are committed to working with them towards
achievement of meaningful employment outcomes.

Chairman BUNNING. Panel number two, if they will come for-
ward, we will hear from Jane Ross, Director, accompanied by Cyn-
thia Bascetta, Assistant Director of Income Security Issues at the
Health, Education, and Human Services Division of the U.S. Gen-
eral Accounting Service; Dr. Bruce Growick, professor of rehabilita-
tion services at Ohio State University; Dr. Monroe Berkowitz, pro-
fessor of economics at Rutgers University, accompanied by Virginia
Reno, director of research at the National Academy of Social Insur-
ance; John Kregel, research director at the Rehabilitation Research
Training Center at Virginia Commonwealth University; Richard
Baron, director of the Matrix Research Institute in Philadelphia;
and Dr. Leonard Matheson, director of the Work Performance Lab-
oratory and section chief of the Occupational Competence and
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Ergonomics Section at the Washington University School of Medi-
cine Program in Occupational Therapy in St. Louis, Missouri.

Chairman BUNNING. Ms. Ross, when you are ready, you can
begin with your testimony

STATEMENT OF JANE L. ROSS, DIRECTOR, INCOME SECURITY
ISSUES, HEALTH, EDUCATION, AND HUMAN SERVICES
DIVISION, U.S. GENERAL ACCOUNTING OFFICE;
ACCOMPANIED BY CYNTHIA BASCETTA, ASSISTANT
DIRECTOR

Ms. Ross. Mr. Chairman, thank you for inviting me to testify on
issues facing Social Security as it tries to increase the work effort
of disabled people.

As you know, we have recommended that SSA place much great-
er priority on improving its return to work efforts. With cash pay-
ments now exceeding $1 billion a week, SSA has a powerful incen-
tive to take such actions as the ones they have just described.

Experts have told us that effective strategies to encourage dis-
abled people to work must include three types of initiatives. Thus,
we believe that SSA should develop a strategy that includes inter-
vening earlier in a person’s disability experience, providing voca-
tional rehabilitation services to help applicants and beneficiaries
become ready for employment, and encouraging work by guarantee-
ing medical coverage or assuring increased income as a result of
working.

Today I would like to emphasize two points. First, although pre-
paring people for work is important, beneficiaries are likely to re-
turn to work only if they perceive they will be better off financially.
Second, although no one knows which strategies might yield the
best results, the high opportunity costs of both inaction and choos-
ing options that may not work well strongly indicate that testing
more than one approach is appropriate.

On the first point, while the administration has proposed the
Ticket to Independence Program, they haven’t yet made a proposal
to ensure people will be better off financially if they return to work.
SSA should test work incentive reforms that address the risks that
beneficiaries face when they give up benefits and medical coverage
for the uncertainties of employment.

The two charts that I have with me today over here show the fi-
nancial risks that face DI beneficiaries when they work. The white
bars on each chart show how the current law works. You can see
that the individual’s net income is at $1,000 when he or she has
about $500 of earnings. Well, when the benefits are terminated, he
or she doesn’t get back to the same net income level until earnings
are almost $1,800. So when a beneficiary considers his options
about returning to work, he has to assess how long it is going to
take to get back to the same income position as when he was re-
ceiving benefits.

These two charts also show how a tax credit and a gradual bene-
fit reduction proposal could cushion the drop in an individual’s in-
come when benefits stop. The tax credit would provide additional
income through a refundable income tax credit and would be linked
to the amount a person earned. The gradual benefit reduction could
cut benefits by, say, 50 cents for every dollar of earnings.
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While the choices that an individual faces are illustrated in
charts like this and could be individualized for any particular per-
son, the total costs of proposals like these are uncertain, because
we don’t have sufficient information on how individuals will change
their work effort in response to program changes; For people that
are already on the program, will they respond to the earnings bene-
fit decision by increasing their earnings or not? Also, allowing peo-
ple to keep more of their earnings may cause people who are cur-
rently not on the program to apply for benefits.

We believe that SSA should test and evaluate at least a few work
incentive options. Also, while we agree in principle for paying for
vocational rehabilitation based on outcomes, as SSA has proposed,
we believe SSA should test and evaluate other reimbursement
mechanisms for vocational rehabilitation, such as a milestone-
based reimbursement system.

Before I summarize, I want to point out that most of the propos-
als under discussion would affect beneficiaries who are already on
the rolls. But, we have also urged SSA to work with other agencies
on strategies to intervene before people with disabilities even apply
for benefits. By not offering vocational rehabilitation earlier, we
could be missing a chance to help people stay off the DI rolls. With
about 2 million people applying for benefits each year, this fun-
damental redirection could be even more fruitful than trying to
help beneficiaries reduce their reliance on benefits once it has
begun.

Just to summarize, we know that intervening earlier, vocational
rehabilitation, and cash and medical work incentives are all impor-
tant parts of a strategy to ease the transition back to work. How-
ever, it is not clear how to package all these components so they
work in concert, and make work more financially attractive without
increasing caseloads or program costs. We have a lot to learn about
the work responses of people with disabilities to changes in the
programs. We owe it to the beneficiaries and taxpayers alike to
move forward expeditiously and judiciously in reforming the pro-
grams.

Thank you, Mr. Chairman.

[The prepared statement follows:]

Statement of Jane L. Ross, Director, Income Security Issues, Health,
Education, and Human Services Division, U.S. General Accounting Office

Mr. Chairman and Members of the Subcommittee:

Thank you for inviting me to testify on return-to-work issues facing the Disability
Insurance (DI) and Supplemental Security Income (SSI) programs and to discuss
various alternatives the Social Security Administration (SSA) could use in develop-
ing strategies to help more people with disabilities to work. Each week, SSA pays
over $1 billion in cash payments to DI and SSI beneficiaries. While providing a
measure of income security, these payments, for the most part, do little to enhance
work capacities and promote beneficiaries’ economic independence. Yet, as embodied
in the Americans With Disabilities Act (ADA), societal attitudes have shifted toward
goals of economic self-sufficiency and the right of people with disabilities to full par-
ticipation in society. Moreover, medical advances and new technologies now provide
more opportunities than ever before for people with disabilities to work.

The DI and SSI programs, however, have not kept pace with the trend toward
returning people with disabilities to the work place: Fewer than 1 percent of DI
beneficiaries, and few SSI beneficiaries, leave the rolls to return to work each year.
Yet, even relatively small improvements in return-to-work outcomes offer the poten-
tial for significant savings in program outlays. For example, if an additional 1 per-
cent of the 6.6 million working-age SSI and DI beneficiaries were to leave SSA’s dis-
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ability rolls by returning to work, lifetime cash benefits would be reduced by an esti-
mated $3 billion.1

Because the current structure of DI and SSI does not encourage return to work,
many proposals are being discussed to address this problem. Over the past few
years, we have issued a series of reports that have recommended that SSA place
much greater priority on helping DI and SSI beneficiaries maximize their work po-
tential—whether part- or full-time—and we continue to urge SSA to act expedi-
tiously in developing an integrated and comprehensive strategy to do so. Our work
has demonstrated that SSA’s success in redesigning the disability programs is likely
to require a multifaceted approach, including earlier intervention, providing return-
to-work supports and assistance, and structuring benefits to encourage work.

At the same time, we recognize the dearth of empirical analysis with which to
predict outcomes of possible interventions. In particular, because measures of work
responses to changes in work incentives and other return-to-work measures are un-
known, any estimates of the net effect on caseloads and taxpayer costs are likely
to involve a high degree of uncertainty. Moreover, our analysis of some of the pro-
posed changes to the work incentives illustrates the difficult trade-offs that will be
involved in any attempt to change the work incentives. With this in mind, today,
I would like to discuss the challenges and trade-offs faced in redesigning the disabil-
ity programs. We strongly encourage testing and evaluating alternatives to deter-
mine what strategies can best tap the work potential of beneficiaries without jeop-
ardizing the availability of benefits for those who cannot work. My testimony is
based on our published reports and prior testimonies and our recent analysis of
work incentives conducted for Representative Kennelly. (A list of related GAO prod-
ucts appears at the end of this statement.)

BACKGROUND

DI and SSI—the two largest federal programs providing cash and medical assist-
ance to people with disabilities—have grown rapidly between 1985 and 1995, with
the size of the working-age beneficiary population increasing from 4.0 to 6.6 million.
Administered by SSA and state disability determination service (DDS) offices, DI
and SSI paid cash benefits approaching $60 billion in 1995. To be considered dis-
abled by either program, an adult must be unable to engage in any substantial gain-
ful activity because of any medically determinable physical or mental impairment
that can be expected to result in death or that has lasted or can be expected to last
at least 1 year. Moreover, the impairment must be of such severity that a person
not only is unable to do his or her previous work but, considering his or her age,
education, and work experience, is unable to do any other kind of substantial work
that exists in the national economy.

Established in 1956, DI is an insurance program funded by Social Security payroll
taxes. The program is for workers who, having worked long enough and recently
enough to become insured under DI, have lost their ability to work—and, hence,
their income—because of disability. Medicare coverage is provided to DI bene-
ficiaries after they have received cash benefits for 24 months. About 4.2 million
working-age people (aged 18 to 64) received about $36.6 billion in DI cash benefits
in 1995.2

In contrast, SSI is a means-tested income assistance program for disabled, blind,
or aged individuals regardless of their prior participation in the labor force.3 Estab-
lished in 1972 for individuals with low income and limited resources, SSI is financed
from general revenues. In most states, SSI entitlement ensures an individual’s eligi-
bility for Medicaid benefits.# In 1995, about 2.4 million working-age people with dis-

1The estimated reductions are based on fiscal year 1995 data provided by SSA’s actuarial staff
and represent the discounted present value of the cash benefits that would have been paid over
a lifetime if the individual had not left the disability rolls by returning to work. These reduc-
tions, however, would be offset, at least in part, by rehabilitation and other costs that might
be necessary to return to a person with disabilities.

2Included among the 4.2 million DI beneficiaries are about 694,000 beneficiaries who were
dually eligible for SSI disability benefits because of the low level of their income and resources.

3 References to the SSI program throughout the remainder of this testimony address blind or
disabled, not aged, recipients.

4 States can opt to use the financial standards and definitions for disability they had in effect
in Jauary 1972 to determine Medicaid eligibility for their aged, blind, and disabled residents,
rather than making all SSI recipients automatically eligible for Medicaid. Often, the Medicaid
financial standards used by states are more restrictive than SSI’s.
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abilities received SSI benefits; federal SSI cash benefits paid to these and other
beneficiaries amounted to $20.6 billion.5

The Social Security Act states that people applying for disability benefits should
be promptly referred to state vocational rehabilitation (VR) agencies for services in
order to maximize the number of such individuals who can return to productive ac-
tivity.6 Furthermore, to reduce the risk a beneficiary faces in trading guaranteed
monthly income and subsidized health coverage for the uncertainties of employment,
the Congress has established various work incentives intended to safeguard cash
and health benefits while a beneficiary tries to return to work.

CURRENT PROGRAM STRUCTURE DOES NOT ENCOURAGE WORK

In a series of reports, we have discussed how the DI and SSI programs’ design
and operational weaknesses do not encourage beneficiaries to maximize their work
potential.” The lengthy disability determination process, which presumes that cer-
tain medical impairments preclude employment, requires applicants to emphasize
their work incapacities. To address the erosion in motivation to work that could re-
sult from applying for benefits, we have recommended that SSA develop strategies
to intervene earlier in the application process. For example, before awarding bene-
fits, SSA could help applicants assess their work capacity and, in turn, their ability
to maintain economic independence or delay their application for benefits. This
would likely involve SSA’s collaboration with other federal agencies, such as the De-
partments of Labor and Education. Significant savings could be achieved by reduc-
ing the need for people with disabilities to rely on DI and SSI. Although full-time
ngrk may not be achievable, even part-time work could reduce their reliance on ben-
efits.

Regarding those people currently on the rolls, we have also reported that SSA has
done little to promote return-to-work measures, such as VR and economic incentives
to work. VR services include, for example, guidance, counseling, and job training
and placement. VR can help beneficiaries return to work by improving their skills
and making them more marketable and competitive. A beneficiary who engages in
work encounters additional challenges, however. By returning to work, a beneficiary
trades guaranteed monthly income and premium-free medical coverage for the un-
certainties of employment. Work incentives, such as access to medical coverage or
retention of a portion of their cash benefits while working, are intended to encour-
age beneficiaries to return to work—and, possibly, leave the rolls—by making work
more financially attractive.

In the last couple of years, numerous changes to the work incentives and to the
delivery of and payment for VR services have been proposed in legislation and by
various interest groups. Most recently, SSA has proposed a VR system emphasizing
provider choice. Beneficiaries would get a voucher, usually referred to as a “ticket,”
which they could use to obtain services from public or private VR providers and
which would be reimbursed on the basis of outcomes. In our March 1997 report, we
advocated the critical importance of testing and evaluating new measures to return
beneficiaries to work. We also cautioned against focusing on one option to the exclu-
sion of alternative measures. We noted, for example, that if SSA tests only one type
of VR service delivery system, the agency will forgo the opportunity to compare the
results of the proposed outcome-based payment system with those of alternative
plans, such as combining outcome-based payments with reimbursements to provid-
ers on the basis of milestones reached before the beneficiary leaves the rolls.

In addition, others have proposed changes to financial incentives, including mak-
ing DI similar to SSI by reducing benefits $1 for every $2 in earnings and revising
the deduction of impairment-related expenses. New tax incentives have also been
proposed, including tax credits to individuals—making work more financially attrac-
tive—and tax credits to employers—encouraging them to hire people with disabil-
ities. Proposed changes to medical benefits include extending premium-free Medi-
care coverage, scaling Medicare buy-in premiums to earnings, expanding Medicare
and Medicaid eligibility, and creating a Medicaid buy-in.

5The 2.4 million SSI beneficiaries do not include individuals who were dually eligible for SST
and DI benefits. The $20.6 billion represents payments to all SSI blind and disabled bene-
ficiaries regardless of age.

6 State VR agencies also provide rehabilitation services to people not involved with the DI and
SSI programs.

7SSA Disability: Program Redesign Necessary to Encourage Return to Work (GAO/HEHS-96—
62, Apr. 25, 1996); SSA Disablity: Return-to-Work Strategies From Other Systems May Improve
Federal Programs (GAO/HEHS-96-133, July 11, 1996); and Social Security: Disability Programs
Lag in Promoting Return to Work (GAO/HEHS-97—-46, Mar. 17, 1997).
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Our work has called for SSA to develop a comprehensive, integrated return-to-
work strategy that includes (1) intervening earlier, (2) providing return-to-work sup-
ports and assistance, and (3) structuring benefits to encourage work. SSA has
agreed that compelling reasons exist to try new return-to-work approaches and, as
mentioned, has proposed the creation of a VR ticket to expand beneficiaries’ access
to VR providers. We believe a successful strategy would incorporate all three compo-
nents, working in concert, and that beneficiaries are likely to return to work only
if it is financially advantageous for them to do so. The remainder of this testimony
focuses on the work incentives, the proposed changes to them, and the difficulties
and trade-offs involved in their reform.

DI AND SSI WORK INCENTIVES PROVIDE DIFFERENT BENEFIT PROTECTIONS

The work incentive provisions of the two programs differ significantly, providing
very different levels of benefit protection for DI and SSI beneficiaries. One signifi-
cant difference is that a DI beneficiary’s cash benefit stops completely after a period
of time, if earnings exceed a specified level, while an SSI recipient’s cash benefit
is gradually reduced to ease the transition back to work. The gradual reduction in
SSI cash benefits yields savings to the government, even if recipients work part
time. In contrast, DI beneficiaries who work yield no program savings unless they
leave the rolls, because their benefits are not offset. Another difference is that a DI
beneficiary can purchase Medicare coverage after premium-free coverage ends (al-
though lower-wage earners may find it too expensive to do so), but an SSI recipient
loses Medicaid and is unable to purchase further coverage once he or she exceeds
a certain income level. Table 1 highlights each program’s work incentive provisions.

WORK INCENTIVES ARE INSUFFICIENT AND DIFFICULT TO UNDERSTAND

Despite providing some financial protection for those who want to work, the DI
work incentives do not appear to be sufficient to overcome the prospect of a drop
in income for those facing low-wage work. Moreover, the work incentives do not
allay DI or SSI beneficiaries’ fear of losing medical or other benefits, which could
accompany return to work. In addition, the current package of work incentive provi-
sions is complex and difficult to understand, which further discourages work effort.
This difficulty in understanding the work incentives is heightened for the 694,000
beneficiaries (11 percent of the beneficiary population) who are dually eligible for
DI and SSI. For these concurrent beneficiaries, SSI work incentive provisions apply
to the SSI portion of their cash benefit and DI provisions apply to the DI portion
of their cash benefit. This adds administrative complexities to the system because
earnings must be reported to both programs, each of which has its own reporting
requirements and processes. Because SSA does not promote the work incentives ex-
tensively, few beneficiaries are even aware that these provisions exist.

WORK INCENTIVES ILLUSTRATE DIFFICULT TRADE-OFFS IN DISABILITY REFORM

Some work incentive changes may help some beneficiaries, or some groups of
beneficiaries, more than others. Data from Virginia Commonwealth University’s
Employment Support Institute illustrate this point.8 For example, figure 1 shows
that under current law, a DI beneficiary’s net income may drop at two points, even
as gross earnings increase. The first “income cliff” occurs when a person loses all
of his or her cash benefits because countable earnings are above $500 a month and
the trial work and grace periods have ended. A second income cliff may occur if
Medicare is purchased when premium-free Medicare benefits are exhausted. Figure
1 also illustrates what happens to net income when a tax credit is combined with
a Medicare buy-in that scales premiums to earnings. In this particular example, al-
though the tax credit may cushion the impact of the drop in net income caused by
loss of benefits, it does not eliminate the entire drop. However, as figure 2 shows,
this income cliff is eliminated when benefits are reduced $1 for every $2 of earnings
above SGA.

8The Employment Support Institute at Virginia Commonwealth University developed
WorkWORLD software, which allows one to compare what happens to an individual’s net in-
come (defined as an individual’s gross income plus noncash subsidies minus taxes and medical
and work expenses) as earnings levels change under current law and when work incentives are
changed.
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Table 1: Highlights of DI and SSI Work Incentive Provisions

Program

Provision

Income safeguards
DI

DI and SSI

Medical coverage
safeguards
DI

Trial work period: Allows beneficiaries to work for 9 months (not nec-
essarily consecutively) within a 60-month rolling period during
which they may earn any amount without affecting benefits. After
the trial work period, cash benefits continue for 3 months and then
stop if countable earnings are greater than $500 a month.

Extended period of eligibility: Allows for a consecutive 36-month pe-
riod after the trial work period in which cash benefits are reinstated
for any month countable earnings are $500 or less. This period be-
gins the month following the end of the trial work period.

Earned income exclusion: Allows recipients to exclude more than half
of earned income when determining the SSI payment amount.

Section 1619 (a): Allows recipients to continue to receive SSI cash
payments even when earnings exceed $500 a month. However, as
earnings increase the payment decreases.

Plan for Achieving Self-Support (PASS): Allows recipients to exclude
from their SSI eligibility and benefit calculation any income or re-
sources used to achieve a work goal.

Impairment-related work expenses: Allows the costs of certain impair-
ment-related items and services needed to work to be deducted from
gross earnings in figuring substantial gainful activity (SGA) and the
cash payment amount. For example, attendant care services re-
ceived in the work setting are deductible, while nonwork-related at-
tendant care services performed at home are not.

Subsidies: Allows the value of the support a person receives on the job
to be deducted from earnings to determine SGA.

Continued Medicare coverage: Allows for continued Medicare coverage
for at least 39 months following a trial work period as long as medi-
cal disability continues.

Medicare buy-in: Allows beneficiaries to purchase Medicare coverage
after the 39-month premium-free coverage ends. Beneficiaries pay
the same monthly cost as uninsured retired beneficiaries pay.

Section 1619 (b): Allows recipients to continue receiving Medicaid cov-
erage when earnings become too high to allow a cash benefit. Cov-
erage continues until earnings reach a threshold amount, which
varies in every state.

Reentitlement to cash benefits and Medicare: After a period of disabil-
ity ends, allows beneficiaries who become disabled again within 5
years (7 years for widow(ers) and disabled adult children) to be re-
entitled to cash and medical benefits without another 5-month wait-
ing period.

Property essential to self-support: Allows recipients to exclude from
consideration in determining SSI eligibility the value of property
that is used in a trade or business or for work. Examples include
the value of tools or equipment.

Continued benefit while in an approved VR program: Allows a person
actively participating in a VR program to remain eligible for cash
and medical benefits even if he or she medically improves and is no
longer considered disabled by SSA.
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Figure 1: Comparison of Net Income for DI Beneficiaries Under Current Law
and Under Proposed Tax Credit and Sliding Scale Medicare Buy-In
Monthiy Net Income
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Source: Employment Support Institute, Virginia Commonwealth University.

Figure 2: Comparison of Net Income for DI Beneficiaries Under Current Law
and Under Proposed 50-Percent Benefit Reduction Rate and Sliding Scale
Medicare Buy-In
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NET EFFECT OF PROPOSALS ON WORK EFFORT AND PROGRAM COSTS Is UNKNOWN

Because there are complex interactions between earnings and benefits, changing
the work incentives may or may not increase the work effort of current beneficiaries,
depending on their behavior in response to the type of change and their capacity
for work and earnings. But, even if the changes in the work incentives increase the
work effort of the current beneficiaries, a net increase in work effort may not be
achieved. This point is emphasized by economists who have noted that improving
the work incentives may make the program attractive to those not currently in it.°
Allowing people to keep more of their earnings would make the program more gen-
erous and could cause people who are currently not in the program to enter it. Such
an entry effect could reduce overall work effort because those individuals not in the
program could reduce their work effort in order to become eligible for benefits.
Moreover, improving the work incentives could also keep some in the program who
might otherwise have left. Allowing people to keep more of their earnings would also
mean that they would not leave the program, as they once did, for a given level of
earnings. Such a decrease in this exit rate could reduce overall work effort because
people on the disability rolls tend to work less than people off the rolls. The extent
to which increased entry occurs and decreased exit occurs will affect how expensive
these changes could be in terms of program costs.

However, determining the effectiveness of any of these proposed policies in in-
creasing work effort and reducing caseloads requires that major gaps in research
be filled. The economists considered entry and exit effects in their analysis by using
economic theory and numerical simulations of how net income (earnings plus bene-
fits plus earnings subsidies) is affected when individuals work for different numbers
of hours at different wage rates. But the economists were not able to simulate
changes in work effort in response to program changes because that would require
information that is not currently available from the literature. Such information
would measure how beneficiaries’ work efforts change in response to changes in in-
come, including the value of noncash benefits, resulting from program changes.

The costs of the proposed reforms are difficult to estimate with certainty because
of the lack of information on entry and exit effects. SSA has tried to account for
potential entry and exit effects when estimating the cost of various proposed re-
forms. But the agency has noted that such estimates are subject to significant un-
certainty because of the lack of information on changes in work effort.

Mr. Chairman, this concludes my prepared statement. At this time, I will be
happy to answer any questions you or the other Subcommittee Members may have.

RELATED GAO PrODUCTS

Social Security: Disability Programs Lag in Promoting Return to Work (GAO/HEHS-97-46,
Mar. 17, 1997).

People With Disabilities: Federal Programs Could Work Together More Efficiently to Promote
Employment (GAO/HEHS-96-126, Sept. 3, 1996).

SSA Disability: Return-to-Work Strategies From Other Systems May Improve Federal Pro-
grams (GAO/HEHS-96-133, July 11, 1996).

Social Security: Disability Programs Lag in Promoting Return to Work (GAO/T-HEHS-96-
147, June 5, 1996).

SSA Disability: Program Redesign Necessary to Encourage Return to Work (GAO/HEHS-96—
62, Apr. 24, 1996).

PASS Program: SSA Work Incentive for Disabled Beneficiaries Poorly Managed (GAO/HEHS—
96-51, Feb. 28, 1996).

Social Security Disability: Management Action and Program Redesign Needed to Address
Long-Standing Problems (GAO/T-HEHS-95-233, Aug. 3, 1995).

Supplemental Security Income: Growth and Changes in Recipient Population Call for Reexam-
ining Program (GAO/HEHS-95-137, July 7, 1995).

Disability Insurance: Broader Management Focus Needed to Better Control Caseload (GAO/T—
HEHS-95-164, May 23, 1995).

Socia)l Security: Federal Disability Programs Face Major Issues (GAO/T-HEHS-95-97, Mar.
2, 1995).

Social Security: Disability Rolls Keep Growing, While Explanations Remain Elusive (GAO/
HEHS-94-34, Feb. 8, 1994).

Vocational Rehabilitation: Evidence for Federal Program’s Effectiveness Is Mixed (GAO/
PEMD-93-19, Aug. 27, 1993).

9See Hillary Williamson Hoynes and Robert Moffitt, “The Effectiveness of Financial Work In-
centives in Social Security Disability Insurance and Supplemental Security Income: Lessons
from Other Transfer Programs,” in Disability, Work, and Cash Benefits, edited by Jerry L.
Mashaw, Virginia Reno, Richard V. Burkhauser, and Monroe Berkowitz (Kalamazoo, Michigan:
W.E. Upjohn Institute for Employment Research, 1996) and Hillary Williamson Hoynes and
Robert Moffitt, “Tax Rates and Work Incentives in the Social Security Disability Insurance Pro-
gram: Current Law and Alternative Reforms,” May 1997, unpublished.
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Chairman BUNNING. Thank you very much.
Dr. Growick.

STATEMENT OF BRUCE GROWICK, PH.D., ASSOCIATE PROFES-
SOR, REHABILITATION SERVICES PROGRAM, COLLEGE OF
EDUCATION, OHIO STATE UNIVERSITY

Mr. GrRowICK. Thank you. It is a pleasure to be here to present
before your Subcommittee.

My name is Bruce Growick, associate professor in the College of
Education at Ohio State University, where I teach classes, conduct
research and advise students in the discipline of rehabilitation
counseling. I am also a past president and an active member of the
National Association of Rehabilitation Professionals in the Private
Sector. On a part-time basis, I am also a vocational expert for the
Social Security Administration, and I partake in a daily decision-
making process of deciding who is disabled and who is not.

Chairman BUNNING. Are you a Buckeye fan though?

Mr. GRowICK. Of course. Ranked number 2 last year, of course.

The training program at Ohio State has graduated over 120 stu-
dents at both the doctoral and master’s level since I have been
there, and Ohio State is only 1 of 70 to 80 rehabilitation training
programs nationally. An interesting trend has emerged over the
last few years. More and more of our graduates are obtaining em-
ployment in the private sector of rehabilitation, rather than the
public sector, rather than the State and Federal rehabilitation sys-
tem. Many graduates are employed by private, nonprofit and for-
profit agencies and companies, helping individuals with disabilities
either enter or return to employment. Most of these entities in the
private sector counsel individuals who are covered by personal in-
jury, workers’ compensation or Social Security insurance.

In the area of private sector rehabilitation, counselors who can
help people obtain work are valuable because they remove an out-
standing portion of liabilities that are covered by the insurance pol-
icy. The insurance industry has discovered it is cheaper and better
to help beneficiaries return to work than it is to pay off a claim.
This is especially true in workers’ compensation where employers
are clearly liable for wages lost by individuals who are injured on
the job.

Many of our graduates prefer this kind of work in the private
sector because they are unencumbered by unnecessary paperwork.
They often feel they can help people quicker and more easily, and
their beginning salary is higher.

In contrast to the public sector of rehabilitation, the world of pri-
vate sector rehabilitation is relatively new, but has been growing
rapidly over the last several years. As with most services starting
in the public sector, like health care and education, rehabilitation
has seen a transformation from the monopolistic domination of the
public sector to the healthy addition of the private sector and com-
petition. Nothing improves on the delivery of a service or develop-
ment of a product like competition, and the United States is a com-
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petitive society, and policies that spur competition are clearly
healthy and good.

During a 2-year leave of absence from Ohio State, I also had the
opportunity and honor of being director of the rehabilitation divi-
sion of the Bureau of Workers’ Compensation. That bureau is quite
similar to the State/Federal rehabilitation system.

Ohio, under Governor Voinovich, has undergone a transformation
over the last couple years in moving rehabilitation services from
the public sector to the private sector, and an analogy may be ap-
propriate here that the State/Federal system of rehabilitation serv-
ices might be more efficient and effective if it were not the sole pro-
vider of rehabilitation services to the beneficiaries of Social Secu-
rity.

A critical component of any new legislation should be provisions
for informed choice throughout the rehabilitation process. In addi-
tion to consumers having the right to select an employment goal
and their choice and services; they should no longer be limited to
just a State/Federal rehabilitation system. Individual choice, by
competition, simply increases involvement in the quality of services
provided. The Social Security Subcommittee should codify the need
for and value of allowing private sector rehabilitation professionals
to compete in the area of rehabilitating Americans with disabilities,
based on cost, quality, and outcome.

There have been many successful cooperative partnerships be-
tween State governments, Federal Governments and the private
sector in the areas of welfare, workers’ compensation and unem-
ployment. The role of government should be to assist and encour-
age persons with disabilities toward employment, but by the same
token, the system should include the private sector as an expanded
and successfully proven option. A good mechanism for referral of
Social Security beneficiaries to the private sector needs to be devel-
oped as soon as possible.

In conclusion, I would like to say more and more of my students
have been taking advantages of the benefits of employment and
private sector rehabilitation. Now it is time to give Social Security
beneficiaries the same choice. The private sector has a proven his-
tory of providing cost-effective and successful return to work out-
comes for the insurance industry, and Social Security should be the
same. In fact, return on investment in private sector rehabilitation
is so good that our industry continues to grow, and in private sec-
tor rehabilitation, we like to say we operate under earned dollars
rather than appropriated dollars. If we are to reduce the disability
rolls, we must provide true consumers with their choice, and that
choice needs to include private sector rehabilitation.

Thank you, your Honor.

[The prepared statement follows:]

Statement of Bruce Growick, Ph.D., Associate Professor, Rehabilitation
Services Program, College of Education, Ohio State University

Chairman Bunning and members of the Subcommittee, thank you very much for
this opportunity to share with you both my professional experiences in the field of
vocational rehabilitation, and my personal suggestions and recommendations for im-
proving on the delivery of rehabilitation services in America.

My name is Bruce Growick, and I am an Associate Professor in the College of
Education at The Ohio State University (OSU) where I teach classes, conduct re-
search, and advise students in the Rehabilitation Services program. I am also a
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past-president and active member of the National Association of Rehabilitation Pro-
fessionals in the Private Sector (NARPPS). However, I am here today in my capacity
as an Associate Professor of rehabilitation.

The training program at OSU has graduated over 120 students at both the mas-
ter’s and doctoral level over the last fifteen years. Many, if not most, of these grad-
uates have obtained employment in our field, and are contributing to the rehabilita-
tion of individuals with disabilities. In addition, we at OSU have also conducted
federally-funded research on different aspects of the rehabilitation system including
predictors of rehabilitation success, counselor satisfaction and performance, and the
Americans with Disabilities Act.

An interesting trend has emerged over the last few years. More and more of our
graduates are obtaining employment in the private-sector of rehabilitation rather
than the public-sector. Many of our graduates are now employed by private, non-
profit and for-profit, agencies and companies helping individuals with disabilities ei-
ther enter or return to employment. Most of these entities in the private-sector
counsel individuals who are covered by personal injury, workers’ compensation, and/
or Social Security insurance. In the area of private-sector rehabilitation, counselors
who can help individuals obtain work are valuable because they remove an out-
standing portion of the liability that is covered by the insurance policy. The insur-
ance industry has discovered that it is cheaper and better to help their beneficiaries
return to work than it is to pay off a claim. This is especially true in workers’ com-
pensation cases where employers are clearly liable for wages lost by individuals who
are injured on the job.

Many of our graduates prefer this kind of work because, unlike the public state/
federal rehabilitation system, they are unencumbered by unnecessary paperwork,
they often feel they can help people quicker and more easily, and their salary is
higher. In contrast to the public-sector, the world of private-sector rehabilitation is
relatively new, but has been growing tremendously over the last ten years. As with
most services which start in the public-sector like health care and education, the
field of rehabilitation has seen a transformation from the monopolistic domination
of the public-sector to the healthy addition of the private-sector and competition.
Nothing improves on the delivery of a service or the development of a product like
competition. The United States is a competitive society and policies that spur com-
petition are healthy and good.

During a two-year leave of absence from The Ohio State University (1989-1990),
I also had the honor of being the Director of Rehabilitation for the Ohio Bureau of
Workers’ Compensation. As Director, I had responsibility for twelve field offices lo-
cated throughout the State of Ohio, two rehabilitation Centers (Columbus and
Cleveland), and over 400 employees with an annual budget of $48 million dollars.
During 1990, the Rehabilitation Division of the Ohio Bureau of Workers’ Compensa-
tion returned to work over two thousand injured workers. Ohio is somewhat unique
in that it offers industrial rehabilitation services directly to injured workers by a
separate state agency. As you can see, this agency is quite similar to the public re-
habilitation system.

Over the last five years in Ohio, more and more of the delivery of industrial reha-
bilitation services have been provided by the private-sector. Our state agency is no
longer both the regulator and the sole provider of rehabilitation services. An analogy
may be appropriate here that the state/federal system of rehabilitation services
might be more efficient and effective if it were not the sole provider of services to
beneficiaries of Social Security. A critical component of any new legislation should
be provisions for informed choice throughout the rehabilitation process. In addition
to consumers having the right to select an employment goal, and a choice in services
needed to reach their goal, consumers should be able to choose from whom they
would like to receive services, no longer being limited to just state Vocational Reha-
bilitation agencies. Individual choice simply increases involvement and the quality
of services provided. The Social Security Subcommittee should codify the need for
and value of allowing the private-sector to compete in the area of rehabilitating
Americans with disabilities based on cost, quality, and outcome.

Changes are necessary in the way in which beneficiaries of Social Security can
receive rehabilitation services and return to work. The current climate represents
a historic opportunity to instill needed change into a system that has, to date, been
inefficient and insufficient in its provision of vocational rehabilitation to persons
with disabilities. A recent GAO study documented the unacceptable return to work
rate of the state/federal system. In contrast, the private-sector has a proven history
of providing cost-effective and successful return to work outcomes within the insur-
ance industry. In fact, the private sector continues to exist and prosper specifically
because of its ability to return individuals with disabling conditions to gainful em-
ployment for a sustained period of time and resolve outstanding liabilities.
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There have also been many successful cooperative partnerships between state gov-
ernments and the private sector in the areas of welfare, workers’ compensation, un-
employment, etc. The role of government should be to assist and encourage persons
with disabilities towards employment, but by the same token, the system should in-
clude the private sector as an expanded and successfully proven option. A good
mechanism for the referral of SSA beneficiaries to the private sector needs to be de-
veloped as soon as possible.

In conclusion, more of my students have been taking advantage of the benefits
of the private-sector. Now it is time to give SSA beneficiaries that same choice. The
private sector has a long and proven history of providing cost effective and success-
ful return-to-work outcomes within the insurance industry. In fact, return on invest-
ment in private-sector rehabilitation is so good that our industry continues to grow.
In the private-sector, rehabilitation providers operate under earned dollars, not ap-
propriated dollars. If we are to reduce the disability rolls than we must provide true
consumer choice for SSA beneficiaries, and that choice needs to include private-
sector rehabilitation services.

I respectfully offer the following five recommendations as you consider new legis-
lation in this area:

* Reduce the disincentives for return-to-work for SSA beneficiaries by providing
a means to continue medical coverage upon return to work.

¢ Include choice of the private-sector for return-to-work services with a payment
model for providers that is viable and realistic.

* Avoid increasing the work load of SSA; this new return-to-work system should
be as streamlined and efficient as possible.

* Develop an incentive for employers to hire SSA beneficiaries, such as a FICA
Tax Credit.

¢ And that you and your staff feel free to call on me as a valuable tool in your
efforts to improve the state/federal vocational rehabilitation system.

Again, Mr. Chairman, thank you for the opportunity to present today before the
Subcommittee, and I am happy to answer any questions that the Subcommittee
might have.

Chairman BUNNING. Thank you very much.
Dr. Berkowitz.

STATEMENT OF MONROE BERKOWITZ, PROFESSOR OF
ECONOMICS EMERITUS, RUTGERS UNIVERSITY, NEW
BRUNSWICK, NEW JERSEY; ACCOMPANIED BY VIRGINIA P.
RENO, DIRECTOR OF RESEARCH, NATIONAL ACADEMY OF
SOCIAL INSURANCE

Mr. BErRkKOWITZ. With your permission, may I ask for Ms. Reno
from the National Academy of Social Insurance to say a word of in-
troduction?

Chairman BUNNING. Without objection. Go right ahead, Ms.
Reno.

Ms. RENO. Thank you, Mr. Chairman. We commend you and
Mrs. Kennelly on the leadership you have given in this very impor-
tant area of return to work and barriers to work. Our academy
completed a study recently that we began over 3 years ago to look
at the Social Security Program and barriers to work. Our expert
panel came out with both findings and recommendations. Professor
Berkowitz was a member of the panel, and he will speak about our
most innovative recommendation.

In brief, when the panel looked at the Social Security Program
in comparison with private disability insurance and with foreign
disability programs, it had several findings. First, the test of dis-
ability in these programs is among the strictest found anywhere.
Second, by these comparisons, the benefits are modest. The benefits
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alone are not a strong deterrent to work, in the panel’s view, but
lack of health care coverage can be.

The panel had five recommendations: First, a better Medicare
buy-in for those who return to work, and similar provisions in Med-
icaid; second, a tax credit to make work pay; third, better imple-
mentation of existing work incentives to get the best we can out
of current law; fourth, a personal assistance tax credit for people
with extraordinary work expenses; and finally, a return to work
ticket.

Professor Berkowitz designed the Ticket Proposal, and he is an
expert on the thinking behind it. It rests on a few very simple ideas
of consumer choice, innovation through voluntary market-based ar-
rangements, and, finally, paying for the result you want, which, out
of Social Security funds, means the person back at work and off the
Social Security rolls.

[The prepared statement follows:]

Statement of Virginia P. Reno, Director of Research, National Academy of
Social Insurance

Mr. Chairman, we commend you and Representative Kennelly for your leadership
on the important issue of Social Security and return to work. We appreciate the op-
portunity to report to you on key findings and recommendations of the Academy’s
Disability Policy Panel. With me today is Monroe Berkowitz, Professor of Economics,
Emeritus of Rutgers University who served on the Panel.

I will briefly summarize the Panel’s findings and recommendations. Professor
Berkowitz will spend most of our time discussing the return-to-work ticket proposal.
Summaries of the Panel’s report, Balancing Security and Opportunity: The Chal-
lenge of Disability Income Policy, are available here today.

The Academy 1s a nonprofit, nonpartisan organization made up of many of the
Nation’s leading scholars on social insurance. Its purpose is to promote research and
to be a forum for exchange of new ideas in social insurance.

The Academy convened a panel of 18 of the Nation’s leading experts on varied
aspects of disability policy to conduct its analysis. The list of panel members is on
page 2.

The findings and recommendations we are presenting are those of the Panel. They
do not represent an official position of the National Academy of Social Insurance,
which does not take positions on legislation.!

1The Disability Policy Panel’s work was funded from private sources—The Pew Charitable
Trusts, the Robert Wood Foundation, and by corporate members of the Health Insurance Asso-
ciation of America that offer long term disability insurance. It also received an in-kind contribu-
tion from the Social Security Administration in the loan of an employee under an Intergovern-
mental Personnel Act (IPA) assignment.
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THE DISABILITY PoLICY PANEL, NATIONAL ACADEMY OF SOCIAL INSURANCE

Jerry L. Mashaw, Chair,
Sterling Professor of
Law, Institute of Social
and Policy Studies, Yale
University Law School,
New Haven, CT

Monroe Berkowitz,
Professor of Economics,
Emeritus, Rutgers
University, New
Brunswick, NJ

Richard V. Burkhauser,
Director, Center for
Policy Research,
Maxwell School,
Syracuse University,
Syracuse, NY

Gerben Dedong, Director,
National Rehabilitation
Hospital-Research
Ce(rjlter, Washington,

D

James N. Ellenberger,
Assistant Director,
Department of
Occupational Safety and
Health, AFL-CIO,
Washington, D.C.

Lex Frieden, Senior Vice
President, The Institute
for Rehabilitation and
Research, Houston, TX

Howard H. Goldman,
M.D., Professor of
Psychiatry, University
of Maryland School of
Medicine, Baltimore,
MD

Arthur E. Hess,
Consultant, Former
Deputy Commissioner of
Social Security,
Charlottesville, VA

Thomas C. Joe, Director,
Center for the Study of
Social Policy,
Washington, D.C.

Mitchell P. LaPlante,
Associate Adjunct
Professor, Institute for
Health and Aging,
University of California,
San Francisco

Douglas A. Martin,
Special Assistant to the
Chancellor, University
of California, Los
Angeles

David Mechanic, Director,
Institute for Health,
Health Care Policy and
Aging Research, Rutgers
University, New
Brunswick, NJ

Patricia M. Owens,
President, Integrated
Disability Management
UNUM America,
Brooklyn, NY

James M. Perrin, M.D.,
Associate Professor of
Pediatrics, Harvard
Medical School,
Massachusetts General
Hospital, Boston, MA

Donald L. Shumway, Co-
director, RWJ Project on
Developmental
Disabilities, Institute on
Disabilities, University
of New Hampshire,
Concord, NH
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The Panel was asked to answer to three basic questions.

(1) Do disability cash benefits provide a strong deterrent to work?

(2) Can an emphasis on rehabilitation be built into the Social Security disability
insurance (DI) program without greatly expanding costs or weakening the right to

benefits?

(3) Are there ways to restructure disability income policy to better promote work?
The short answers are no, yes, and yes. The reasons for these answers and the
Panel’s recommendations follow.

BENEFITS AND WORK

First, the Panel concluded that current benefits are not a strong deterrent to

work.2 That conclusion is based on the Panel’s review of the strict and frugal design
of the DI and Supplemental Security Income (SSI) programs, the attributes of bene-
ficiaries, and a comparison of U.S. disability spending with that in other Western
countries.

The strict and frugal design of DI and SSI is evident in three ways: First, the
test of disability is among the strictest used in any disability program in the United
States, public or private. And it is stricter than in most European countries.

Second, there is a 5-month waiting period after the onset of disability before DI
benefits are paid and another 24-month waiting period before Medicare coverage be-
gins. Virtually all private systems, and most foreign systems, assure short-term ben-
efits before long-term benefits are paid. And virtually all are accompanied by secure
health care coverage before and after disability.

Third, the benefits are modest. Replacement rates in DI are lower than those pro-
vided by U.S. private disability insurance or in the public systems in other coun-
tries. Those systems typically pay between 50 and 70 percent replacement rates. DI
in contrast, pays replacement rates ranging from 43 percent for a person earning

2In reading this conclusion,t he Panel recognized that any income support can, to some de-
gree, be viewed as a work disincentive. This is because the purpose of income support is to
provideincome to substitute for earnings when that is warranted.
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$25,000 to about 26 percent for one earning $60,000.2 At lower earnings levels, say
$15,000, benefits replace half the worker’s prior earnings, but are nonetheless below
the poverty threshold.

The modest replacement rates from Social Security reflect an expectation that
benefits will be supplemented by pensions or savings. When compared with retirees,
disabled workers had lower incomes and less often had pensions, insurance or sav-
ings to supplement their Social Security. Their vastly smaller asset holdings is par-
ticularly striking. Their modest savings no doubt reflect the fact that disability oc-
curs unexpectedly, before they have completed saving for retirement; and the unex-
pected costs of disability eroded their savings.

SSI benefits are more modest. They are paid subject to the same strict test of dis-
ability and a strict test of means. In 1997, the maximum federal SSI benefit is $484
a month. While some states supplement the federal benefits, the federal guarantee,
alone, amounts to about 70 percent of the poverty threshold. These benefits, too, are
an unappealing alternative to work for those who can earn a living wage.

Foreign Comparisons.

When the Panel compared U.S. disability spending with that in other countries,
it found that U.S. spending is relatively low. U.S. spending for DI and SSI combined
amounted to 0.7 percent of our gross domestic product (GDP) in 1991, less than half
the share spent in the United Kingdom (1.9 percent) and less than a fourth of the
spending in Sweden (3.3 percent of GDP).

Even Germany spends far more than the United States on long-term disability
benefits (2.0 percent). This is despite the Germans’ emphasis on “rehabilitation be-
fore pensions” and provisions for quotas, tax penalties and subsidies for job accom-
modations to encourage private employers to hire disabled workers.

Our conclusion, therefore, is that U.S. cash benefits programs for disabled work-
ers are strictly and frugally designed and do not provide a strong deterrent to work.

HEALTH CARE COVERAGE AND WORK

While neither DI nor SSI, in and of themselves, pose strong incentives to claim
benefits in lieu of working, the Panel concluded that constraints on access to health
care can be a significant barrier to employment.

Persons with chronic health conditions, are at risk of very high health care costs.
They often cannot gain coverage in the private insurance market, and even when
they do have private coverage, it often does not cover the range of services and long-
term supports they may need in order to live independently. Medicare or Medicaid,
therefore, are crucial supports.

Furthermore, health care coverage has declined in recent years and the number
of uninsured has grown among the entire working-aged population and among those
with disabilities. Between 1988 and 1993, the number of persons with work disabil-
ities who lacked health coverage from either private insurance or public programs
grew from 2.3 million to 2.9 million.4

The Panel recommended a way to make Medicare coverage more affordable and
secure for DI beneficiaries who leave the rolls because of work. It also urged States
to adopt similar arrangements in their Medicaid programs.

RETURN TO WORK TICKETS

On the question of linking beneficiaries with rehabilitation services, the Panel rec-
ommended a radical new approach. Beneficiaries would receive a return to work
(RTW) ticket, that they could use to shop among providers of rehabilitation or RTW
services in either the public or private sector. Once a beneficiary deposited the ticket
with a service provider, the Social Security Administration would have an obligation
to pay the provider, but only after the beneficiary returned to work and left the ben-
efit rolls. A provider whose client successfully returned to work would, each year,
receive in payment a fraction of the benefit savings that accrue to the Social Secu-
rity trust funds because their customer—the former beneficiary—is at work and not
receiving benefits.

This market approach rests on a few basic principles:

« Beneficiary choice. For the market approach to work, the beneficiary’s choice to
use the ticket has to be voluntary. And the provider’s choice to accept the ticket has
to be voluntary.

3Replacement rates can be up to 50 percent higher for the 1 in 5 beneficiaries who receive
an allowance for dependents.

4Tabulations of the March 1994 Current Population Survey provided by the Employee Benefit
Research Institute, Washington, D.C.
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e Innovation. Beneficiaries and providers would decide on a case-by-case basis,
the approach that will work to get the desired result.

¢ Paying for the result you want—beneficiaries in long-term jobs and off the bene-
fit rolls.

The Panel concluded that each of these principles is essential to the overall effec-
tiveness of the proposal. And, with these features, it can be effectively administered
by the Social Security Administration. To deviate from these basic principles—
choice, innovation and paying for results—means a much greater role of government
in decisions that the Panel believes are most effectively made directly between cus-
tomers and providers. If choices are not made voluntarily, the government inevi-
tably must be involved in deciding who is obligated to do what for whom; who has
“good cause” for not doing what the other party wants; and so forth. Professor
Berkowitz will elaborate on the Return-to-Work ticket developed by the Panel.

OTHER POLICIES TO PROMOTE WORK

In response to the question about changes in cash benefit policies that would pro-
mote work the Panel recommended a wage subsidy, a tax credit for personal assist-
ance services, and improvements in the implementation of existing work incentives.

Wage Subsidy for Low-Income Workers with Disabilities.

The disabled worker tax credit (DWTC) the Panel recommended would be sepa-
rate from the Social Security system. It would be paid to low-income persons, not
because they are unable to work, but because they work despite their impairments.
Patterned after the earned income tax credit, it would reward work for low earners
with disabilities without increasing reliance on disability benefit programs that are
designed primarily for persons who are unable to work. It is designed for three
groups in particular.

* Older workers who experience a decline in hours of work or wage rates due to
progressive impairments.

* Young people with developmental disabilities who are entering the work force
for the first time.

¢ People who leave the DI or SSI rolls because they return to work. The wage
subsidy would ease the income “cliff’ that DI beneficiaries now face.

Personal Assistance Tax Credit.

The Panel recommended a personal assistance tax credit to compensate working
people for part of the cost of personal assistance services they need in order to work.
Some people who require personal assistance services are able to work in the com-
petitive labor market. But they face a dilemma. If they work successfully, their in-
come may disqualify them from receiving publicly-financed services, yet they do not
earn enough to pay for the services on their own. The Panel recommended a tax
credit to compensate working people for part of the cost of personal assistance serv-
ices people need and pay for in order to work.

Administering DI and SSI Work Incentives.

The Panel believes that the most important enhancement needed in existing work
incentives in DI and SSI is to improve the way in which they are implemented.
Such improvements would involve both service providers who assist beneficiaries
and the Social Security Administration. After in-depth analysis and extensive field
research, the Panel concluded that:

¢ Work incentive provisions are inherently complex. Efforts to simplify them by
redesigning them are not particularly promising. Therefore, beneficiaries need help
to understand the rules and comply with them when they work.

¢ Some kinds of help could be offered by service providers who assist beneficiaries
in returning to work—such as those who accept the RTW tickets the Panel rec-
ommends. They would need to understand the rules and consider it part of their
job to assist their clients in complying with them.

* Some tasks can only be performed by the Social Security Administration or an
entity it employs. These include prompt processing of earnings reports so that bene-
fits are adjusted promptly as beneficiaries’ circumstances change. If return to work
is a priority, personnel and systems support for these functions are essential.

CONCLUSIONS

In closing, I want to the emphasize two themes of the Panel’s report. First, many
of the barriers to employment for persons with disabilities lie outside cash benefit
programs. Consequently, many of the promising interventions also lie outside of
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cash these programs—in health care, the structure of jobs, education and training.
The Panel focused its recommendations only on federal benefit and tax policy.
Finally, as indicated in the title of their report, Balancing Security and Oppor-
tunity, the Panel concluded that disability income policy must strive for balance—
between providing secure and dignified income benefits to benefits to those who are
unable to work, on the one hand, while providing realistic opportunities and sup-
ports for those who have the capacity to work, on the other. In the final analysis,
our nation’s disability policies will be judged by how well they achieve this balance.

—

Ms. RENO. Professor Berkowitz.

Mr. BERKOWITZ. Let me just say that the views I express here
are mine and not necessarily endorsed by the panel, and certainly
not by the Social Security Administration.

I would heartily endorse a simple return to work program for
persons on Social Security rolls for the following reasons: First, the
system is broke, and if it is broke, it needs fixing. Once on the rolls,
people leave only as they die or they transfer to the old-age system,
and we have already had testimony about the number, the pitifully
small number of people that go to work.

Second, persons on the roll are a diverse lot. Some are mature
persons with work experience who can no longer carry on. Others
have never worked and are now preparing themselves for a life of
benefits. This heterogeneous population needs a variety of services,
and it clearly is not a case of one size fits all.

Third, how we can get more people back to work. This is the nar-
row issue with which we are concerned. I don’t want to reform the
system, I don’t want to make things better for everyone. I want to
find a way to get people off disability rolls and back at good com-
petitive jobs. The Social Security Administration can’t do the job.
We made that decision way back in 1956. We decided that the SSA
ought not get into the rehabilitation business. The joint Federal/
State Vocational Rehabilitation Program is doing a fine job ad-
dressing the priorities Congress assigned to them. They may have
a role to play here; they may not. They ought to be given a chance.

Fourth, we are fortunate, as Dr. Growick just said, in having in
this country a thriving private sector rehabilitation industry. It is
flexible and adaptive. I don’t think we have gone far enough in in-
volving the private sector providers.

How can we bring the energies of those people into this business?
To go down the road of having the Social Security Administration
negotiate fee schedules, utilization protocols and other rules would
provide jobs for the Federal bureaucracy, but very few for persons
on the disability rolls.

The conviction that there has to be a better way led to this ticket
plan. Here is simplicity itself. Here is a plan that gives disabled
persons a choice. People entering the rolls are issued a ticket. They
need not do anything with the ticket. The system has to be vol-
untary. That is the essence of the plan. However, if they choose to
deposit the ticket with a provider—and visualize, if you will, a
whole wide variety of providers to match the variety of problems,
then the ticket allows the provider to begin services.

We don’t know that there is any one way to take people off the
rolls and to rehabilitate them. We don’t know that there is one way



50

to motivate people. Let 1,000 flowers bloom here, and allow a vari-
ety of providers to get into this act.

Once deposited with a provider, the ticket becomes a contract
with the Social Security Administration to pay the provider a per-
centage of the benefits that would have been paid once the person
goes back to work and off the rolls. Nothing gets paid until the ben-
eficiary is back at work, and then only after savings are realized.

We debated this proposal for many, many sessions, and all kinds
of issues arise. I do not have the time to get into them. But let me
conclude by noting that although there are many details, the es-
sence of the plan is contained in two essential principles. The plan
must be voluntary. Years of experience in workers’ compensation in
this and other countries in the world convinces me a compulsory
plan will not work.

Second, all risks must be borne by the provider. If we pay for
milestones, we will get milestones. We will get what we pay for.
Milestones are not what we want. We want return to work, and
that is what we ought to pay for.

Pick up any newspaper and look at the ads for lawyers who want
to get people on the rolls. They receive no interim payments, they
do not get paid for milestones. They are on a contingency-fee basis.
It is the one part of Social Security that works, unfortunate though
that may be. Let’s use the same idea and the same creativity and
move people into the world of work. Thank you.

[The prepared statement follows:]

Statement of Monroe Berkowitz, Professor of Economics Emeritus, Rutgers
University, New Brunswick, New Jersey

My name is Monroe Berkowitz. I am professor of economics emeritus at Rutgers
University. For over four decades, I have been concerned with research in the area
of economics of disability with emphasis on return to work. I am a member of the
National Academy of Social Insurance and served on its Disability Panel. The views
I express are my own and not necessarily endorsed by the Panel. I am most grateful
for the opportunity to appear before the committee.

I heartily endorse a simple return to work program for persons on the Social Secu-
rity Disability benefit rolls for the following reasons:

e The system is broke and needs fixing. Once on the rolls, persons leave only as
they die or become old enough to switch to old-age benefits. Less than one half of
one percent of the persons on the rolls return to work. We should be able to improve
that record.

¢ Persons on the rolls are a diverse lot. Some are mature persons with work expe-
rience who can no longer carry on. Others are persons who have never worked and
who are consigned to a life of benefits. This heterogeneous population needs a vari-
ety of services. Clearly this is not a case of one size fits all.

« How can we get more people back to work? Social Security cannot do the job.
We made the decision back in 1956, that Social Security should not get into the re-
habilitation business. The joint federal-state vocational rehabilitation programs are
doing a fine job addressing the priorities Congress has assigned to them. They may
have a role to play in returning beneficiaries to work, but it is increasingly evident
that they cannot do the job alone.

* We are fortunate in having in this country a thriving industry of private sector
rehabilitation providers. These are imaginative hard working people who have years
of experience in helping injured workers return to the job. They can provide the
flexible, adaptive type of services that can return SSA beneficiaries to work.

* How can we bring the energies and creativity of the private sector to bear on
this problem? It is my judgment that Social Security cannot do a very good job of
negotiating with private providers. To go down the road of negotiating fee schedules
and utilization protocols is to end up providing jobs for the federal bureaucracy but
not for persons on the disability rolls.
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e The conviction that there has to be a better way led to the development of the
ticket plan. Here is simplicity itself that takes into account the heterogeneity of per-
sons on the rolls and that enlists the creativity and energies of providers.

—Persons entering the rolls are issued a ticket. They need not do anything with
the ticket. The essence of the plan is that it is voluntary in all of its aspects.

—They may choose to deposit the ticket with a provider. Visualize a wide variety
of providers. The variety of problems should be matched with a variety of providers
offering a medley of approaches and services.

—Once deposited with the provider, the ticket becomes a contract between the
provider and the Social Security Administration to pay the provider a percentage
of the benefits that would have been paid once the person goes back to work and
is off the rolls. Nothing gets paid until the beneficiary is back at work, and then
only after the savings are actually realized.

¢ The Panel debated the ticket proposal for many sessions. I have had the advan-
tage of discussing it before many groups of persons working for the government, per-
sons drawn from the disability community and private and public sector providers.
In the course of these discussion, I believe we have touched on each of the issues
and the possible problem areas and I would be happy to discuss these if there are
any questions.

Let me conclude by noting that details can differ, but the essence of the plan is
contained in these essential principles.

—The plan must be voluntary. Years of experience in workers’ compensation in
thiskand other countries in the world convinces me that a compulsory plan will not
work.

—All risks must be borne by the providers. If we pay for milestones, we will get
milestones. That is not what we want. We want return to work and that is what
we should pay for.

Pick up any newspaper and note the ads for lawyers who are soliciting clients to
get them on the disability rolls. These lawyers are working on a contingency fee
basis and no one is offering them interim payments. They get paid once the person
is on the disability rolls. Why cannot we enlist that same entrepreneurial energy
to get people off the rolls and back to work?

Thank you Mr. Chairman. I appreciate the opportunity to present my views on
this important subject and will be happy to answer any questions.

Chairman BUNNING. Thank you for your testimony.
Mr. Kregel.

STATEMENT OF JOHN KREGEL, ED.D., RESEARCH DIRECTOR,
REHABILITATION RESEARCH AND TRAINING CENTER ON
SUPPORTED EMPLOYMENT, VIRGINIA COMMONWEALTH
UNIVERSITY

Mr. KREGEL. It is an honor for me to be with you this morning.

The suggestions and recommendations I will share over the next
few minutes are the results of research activities completed by the
Rehabilitation Research and Training Center at Virginia Common-
wealth University in 1995 and 1996, through the joint funding pro-
vided by NIDRR and the Social Security Administration.

As a part of this research effort, we conducted focus groups com-
prised of representatives of local provider agencies and completed
over 300 structured telephone interviews with directors of local
agencies in 40 different States. Questions focused on the agencies’
perceptions of potential effectiveness of various provider incentive
proposals.

I would like to briefly share with you recommendations in three
areas: First, the perceived need for milestone payments; second,
strategies to enhance the ability of smaller agencies to participate
in the program; and third, the need for strong programmatic man-
agement structures, external to SSA.
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First the need for milestone payments. While the notion of pay-
ing providers for results is logically and physically sound, in prac-
tice this approach will greatly reduce the number of agencies that
will participate in the program and limit the overall size of the re-
turn to work initiative. Participation will likely be limited to large,
highly capitalized agencies which receive sizable amounts of sup-
port from charitable organizations, or which are able to generate
revenue through various enterprises.

Lack of milestone payments limit the participation of various cat-
egories of provider agencies, including smaller agencies, which
don’t have the fiscal resources to provide resources for long periods
of time without some reimbursements for incurred cost, and pro-
grams in rural communities which are generally small and face ad-
ditional costs associated with providing employment services in
rural areas.

In addition, it should be anticipated that individuals who are ei-
ther viewed as too challenging, that is, costly, to serve, or too poor
a risk for meeting success criteria for the program, such as individ-
uals with persistent mental illness or brain injuries, will have ex-
treme difficulties locating providers willing to assist them.

Second, strategies for promoting participation of smaller agen-
cies. Return to work programs should be designed so that pay-
ments to providers are viewed as a premium resulting from savings
to the trust fund or general fund, rather than as a cost reimburse-
ment mechanism. Provider incentive proposals should carefully
consider dual funding arrangements as a mechanism for encourag-
ing the participation of small- and medium-sized agencies.

For example, agencies should be allowed to serve as both the em-
ployer and the provider agencies for individuals who select them
for service provision. This will allow agencies providing employ-
ment opportunities through JWOD or other similar programs to
focus their efforts on serving individuals participating in the return
to work program.

In addition, local employment agencies should be allowed to seek
reimbursement from other funding agencies for services provided to
individuals participating in the return to work program. For exam-
ple, agencies should be able to receive funding from a local mental
health or mental retardation authority, State rehabilitation agency
or other funding entity which would partially or fully reimburse
agencies for the cost of providing services. Payments provided to
the agencies through the return to work program would be a pre-
mium over and above those received from other funding agencies.

Third, the need for a strong external management structure. A
strong management structure, external to SSA, is required to re-
solve the numerous issues that will inevitably arise in the imple-
mentation of the return to work program. The programs being con-
sidered will dramatically change the relationship between consum-
ers and employment service agencies. While this change is highly
desirable, it cannot be assumed that numerous implementation
issues will be quickly or automatically resolved.

Consider, for example, the following scenarios. An individual at-
tempts to resign from an unsatisfactory employment situation 7
months after initially entering the job. The provider agency, having
already expended extensive resources, places undue pressure on
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the individual to remain in an unsatisfactory employment setting
rather than jeopardize the agency’s potential reimbursement. Or an
individual who has been working for 5 months becomes dissatisfied
with the services delivered by the provider agency. The individual
changes to a different provider agency and remains in employment
until ultimately leaving the disability rolls. To what extent does
the first provider agency have a legitimate claim to subsequent
payments from SSA?

These are but two of a myriad of implementation issues which
will eventually arise as the return to work program evolves. Many
of the issues have only been marginally recognized in the develop-
ment of the proposed plans. Management structures, external to
SSA, are needed that would coordinate implementation policies and
guidelines across the country, while allowing flexibility to address
regional and local needs.

Thank you very much.

[The prepared statement follows:]

Statement of John Kregel, Ed.D., Research Director, Rehabilitation
Research and Training Center on Supported Employment, Virginia
Commonwealth University

It is an honor for me to be with you this morning. The suggestions and rec-
ommendations I will share in the next few minutes are the result of research activi-
ties completed by the Rehabilitation Research and Training Center at Virginia Com-
monwealth University in 1995-96 through joint funding provided by NIDRR and the
Social Security Administration.

As a part of this research effort, we conducted focus groups comprised of rep-
resentatives of local provider agencies and completed over 300 structured telephone
interviews with directors of local agencies from 40 different states. Questions fo-
cused on the agencies’ perceptions of the potential effectiveness of various provider
incentive proposals.

I would like to briefly share with you recommendations three areas: (1) the per-
ceived need for milestone payments; (2) strategies that will enhance the ability of
smaller agencies to participate in the program; and (3) the need for strong program
management structures external to SSA.

NEED FOR MILESTONE PAYMENTS

While the notion of paying providers only for results is logically and fiscally
sound, in practice this approach will greatly reduce the number of agencies that will
participate in the program and limit the overall size of the return to work initiative.
Participation will likely be limited to large, highly capitalized agencies which receive
sizable amounts of support from charitable organizations, or which are able to gen-
erate revenue through various enterprises. Lack of milestone payments will limit
the participation of various categories of provider agencies, including:

» smaller agencies which simply don’t have the fiscal resources to provide services
for prolonged periods of time without some reimbursement for incurred costs; and

e programs in rural communities, which are generally small and face additional
costs associated with providing employment services in rural areas.

In addition, it should be anticipated that individuals who are either viewed as too
challenging (i.e. costly) to serve or too poor a risk for meeting the success criterion
of the program, such as individuals with persistent mental illness or brain injuries,
will have extreme difficulties locating providers willing to assist them.

STRATEGIES FOR PROMOTING THE PARTICIPATION OF SMALLER AGENCIES

Return to work programs should be designed so that payments to providers are
viewed as a premium resulting from savings to the Trust Fund or General Fund,
rather than as a cost reimbursement mechanism. Provider incentive proposals
should carefully consider “dual funding” arrangements as a mechanism for encour-
aging the participation of small and medium-sized agencies.

For example, agencies should be allowed to serve as both the employer and the
provider agency for individuals who select them for service provision. This will allow
agencies providing employment opportunities through JWOD or other programs to
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focus their efforts on serving individuals participating in the return to work pro-
gram.

In addition, local employment agencies should be allowed to seek reimbursement
from other funding agencies for services provided to individuals participating in the
return to work program. For example, agencies should be able to receive funding
from a local mental health/mental retardation authority, state rehabilitation agency,
or other funding entity which would partially or fully reimburse agencies for the
costs of providing services. Payments that are provided to the agency through the
return to work program would then be a premium over and above those received
from other funding agencies.

NEED FOR A STRONG EXTERNAL MANAGEMENT STRUCTURE

A strong management structure, external to SSA, is required to resolve the nu-
merous issues that will inevitably arise during the implementation of the return to
work program. The programs being considered will dramatically change the rela-
tionship between consumers and employment service agencies. While this change is
highly desirable, it cannot be assumed that numerous implementation issues will
be quickly or automatically resolved. Consider the following scenarios.

¢ An individual attempts to resign from an unsatisfactory employment situation
seven months after initially entering the job. The provider agency, having already
expended extensive resources, places undue pressure on the individual to remain in
an unsatisfactory employment setting rather than jeopardize the agency’s potential
reimbursement.

¢ An individual who has been working for five months becomes dissatisfied with
the services delivered by the provider agency. The individual changes to a different
provider agency and remains in employment until ultimately leaving the disability
rolls. To what extent does the first provider agency have a legitimate claim to subse-
quent payments from SSA?

These are but two of a myriad of implementation issues which will eventually
arise as the return to work program evolves. Many of these issues have only mar-
ginally been recognized in the development of the proposed plans. Management
structures external to SSA are needed that will coordinate implementation policies
and guidelines across the country while simultaneously allowing flexibility to ad-
dress regional and local needs.

—

Chairman BUNNING. Thank you very much.
Mr. Baron.

STATEMENT OF RICHARD C. BARON, DIRECTOR, MATRIX
RESEARCH INSTITUTE, PHILADELPHIA, PENNSYLVANIA, ON
BEHALF OF INTERNATIONAL ASSOCIATION OF PSYCHO-
SOCIAL REHABILITATION SERVICES, COLUMBIA, MARYLAND

Mr. BARON. Thank you. Good morning. I want to thank the Sub-
committee for the opportunity to testify today. I am director of Ma-
trix Research Institute and its Research and Training Center on
Vocational Rehabilitation Services for Persons with Mental Illness.
I will be speaking today also as a representative of the Inter-
national Association of Psychosocial Rehabilitation Services.

A staggering 90 percent of Americans who struggle with a seri-
ous mental illness are unemployed, the vast majority of whom rely
on SSA or SSDI for cash assistance and medical coverage. The
largest group of SSA recipients are those with mental illness, and
they are the group currently most likely to remain on the rolls for
their entire adult life. Although the symptoms of serious mental ill-
ness are considerable barriers to job performance, a wide array of
transitional and supportive rehabilitation programs have been
proven to be dramatically effective in helping people to work, but
such programs remain in short supply.
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More importantly, the barriers to employment, implicit in our
public policies, dissuade many people who should be working to opt
instead for dependency, and both the President and the Congress
are to be congratulated for the recent initiatives to reshape the
Nations’s approach; however, I want to note a few of the most criti-
cal barriers that new public policy will need to address.

First, the longstanding public policy preoccupation with getting
people off the SSA rolls is, in my opinion, an inappropriate goal
and its own barrier. What we need instead is legislation that en-
courages more people to work at their individual capacity as fre-
quently and as often as they can, even if that employment is less
than full time, or is only intermittent. The vast majority of people
with serious mental illness can build substantial careers if we en-
courage both part-time and full-time options, and we believe finan-
cial savings from such policies, because of the widespread and sus-
tained reductions in cash assistance that will follow, will be dra-
matic and far more effective than concentrating our rehabilitation
efforts on the relatively limited number of people who can afford
to escape the SSA rolls because they have the capacity to return
to full-time jobs in white collar professions. Both groups of people
deserve the attention of this Subcommittee.

Second, any new system must address the barrier represented by
the potential loss of medical insurance for those who work, limiting
access to the very supports that make work possible in the first
place. Although I know Medicaid and Medicare provisions are be-
yond the purview of this Subcommittee, because people with seri-
ous mental illness use SSI and/or SSDI eligibility as the portal to
medical support, any program that seeks to offer new incentives for
employment must find a way to ensure enrollees’ access to Medic-
aid and Medicare if they need it.

A third barrier has been a presumption that mental health pro-
fessionals or SSA personnel can accurately assess rehabilitation po-
tential. Any system that attempts to determine at the outset which
clients do and do not have the capacity for employment is wrong-
headed. There is no evidence that we have the tools to make accu-
rate prognostications of this sort, and forcing rehabilitation profes-
sionals to pretend to do so will only result in eliminating from po-
tential employment all but a few higher functioning clients. New
approaches must encourage each client to reach his or her voca-
tional potential.

A fourth barrier has been a tendency to assume that rehabilita-
tion is a straight-line process. Many people will need to be assured
they can try once, fail, and then try again, and yet again. Many
of us would hate to see a ticket or voucher program that provided
only a one-point-in-time opportunity for people to enter the working
world, or one that placed arbitrary time limits on needed support.

Fifth, delaying payment to vocational rehabilitation agencies
until the end of the process, when the client has achieved pre-
scribed goals—such as leaving the SSA rolls or remaining employed
consistently for 12 months—only creates new barriers. The agen-
cies will want to serve only those clients who will appear, often er-
roneously, to be good bets. The new system will need to offer pay-
ments at various milestones in each client’s progress, and then pro-
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vide for the ongoing occasional assistance some will need to build
lifetime careers.

Sixth, the complexities of the current work incentive provisions
are considerable barriers as well. Although not perfect, the current
work incentives are quite positive, yet they are largely unknown or
unutilized by most consumers, and are largely ignored or mis-
understood by mental health, vocational rehabilitation and Social
Security staff. Any future changes to incentives must be accom-
panied by a financial commitment to provide expertise at the local
level that consumers need to manage these complicated systems.

Finally, let me say a word about the consequences of continuing
to ignore the vocational potential of persons with serious mental ill-
ness, people who should be working because it is in their own best
interest, people who could be working because rehabilitation pro-
grams do make it possible, and people who would be working be-
cause work, in fact, endures as a primary goal for the majority of
those now completely dependent on SSA. To fail to offer new oppor-
tunities and new incentives is to risk the loss of yet another gen-
eration of disabled people who are prepared to face the challenges
of work, a loss neither they nor the Nation can afford.

Thank you.

[The prepared statement follows:]

Statement of Richard C. Baron, Director, Matrix Research Institute,
Philadelphia, Pennsylvania, on Behalf of International Association of
Psychosocial Rehabilitation Services, Columbia, Maryland

Good morning. My name is Richard Baron, and I want to thank the Subcommittee
for the opportunity to testify today. I am the Director of Matrix Research Institute
and it’s Research and Training Center on Vocational Rehabilitation Services for Per-
sons with Mental Illness. I'll be speaking today also as a representative of the Inter-
national Association of Psychosocial Rehabilitation Services.

A staggering 90% of Americans who struggle with a serious mental illness are un-
employed, the vast majority of whom rely on SSI and SSDI both for cash assistance
and medical coverage. The largest group of SSA recipients are those with mental
illness, and they are the group currently most likely to remain on the rolls for their
entire adult lives. Although the symptoms of serious mental illness are considerable
barriers to effective job performance, a wide array of transitional and supported re-
habilitation programs have been proven to be dramatically effective in helping peo-
ple to work, but such programs remain in short supply.

More importantly, the barriers to employment implicit in our public policies dis-
suade many people who should be working to opt instead for dependency, and both
the President and the Congress are to be congratulated for their recent initiatives
to reshape the nation’s approach; however, I want to note a few of the most critical
barriers that new public policies will need to address.

First, the long-standing public policy pre-occupation with “getting people off the
SSA rolls” is its own barrier. What we need instead is legislation that encourages
more people to work at their individual capacity as frequently and as often as they
can, even if that employment is less than full-time or is only intermittent. The vast
majority of people with serious mental illness can build substantial careers if we
encourage both part-time and full-time options, and we believe that financial sav-
ings from such policies—because of widespread and sustained reductions in cash as-
sistance—will be dramatic, and far more effective than concentrating our rehabilita-
tion efforts on the relatively limited number of people who can afford to escape the
SSA rolls because they have the capacity to return to full-time jobs in white collar
professions. Both groups of people deserve the attention of this Subcommittee.

Second, any new system must address the barrier represented by the potential
loss of medical insurance for those who work, limiting access to the very supports
that make work possible in the first place. Although I know that Medicaid and
Medicare provisions are beyond the purview of this Committee, because people with
serious mental illness use SSI and/or SSDI eligibility as the portal to medical sup-
port, any program that seeks to offer new incentives for employment must find a
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way—as in a national health care program or the states’ 1115 waiver programs—
to insure enrollees’ continued access to Medicaid and Medicare.

A third barrier to employment has been a presumption that mental health or vo-
cational rehabilitation professionals—or SSA personnel—can accurately assess ‘re-
habilitation potential:’ any system that attempts to determine at the outset which
clients do and do not have a capacity for employment is wrong-headed: there is no
evidence that we have the tools to make accurate prognostications of this sort, and
forcing rehabilitation professionals to pretend to do so will only result in eliminating
from potential employment all but a few higher functioning clients. New approaches
must encourage each client to reach for his or her vocational potential.

A fourth barrier has been our tendency to assume that rehabilitation is a straight-
line process; many people will need to be assured that they can try once, fail, and
then try again, and yet again. Many of us would hate to see a ‘ticket’ or ‘voucher’
program put in place a system that only offered one-point-in-time opportunity for
people to enter the working world, or one that placed arbitrary time limits on need-
ed support.

Fifth, delaying payment to vocational rehabilitation agencies until the ‘end’ of the
process—when the client has achieved a prescribed goal such as leaving the SSA
rolls or remaining employed consistently for 12 months—only creates new barriers:
the agencies will want to serve only those clients who will appear—often erro-
neously to be ‘good bets’. The emerging system, to encourage agency engagement,
will need to offer payments at various milestones in each client’s progress toward
employment, and then provide for the ongoing occasional assistance some will need
to build lifetime careers.

Sixth, the complexities of the current work incentive provisions are considerable
barriers as well. Although not perfect, the current work incentives are quite posi-
tive, yet they are largely unknown or unutilized by most consumers, and are largely
ignored or misunderstood by mental health, vocational rehabilitation, and Social Se-
curity staff. Any future changes to incentives must be accompanied by a financial
commitment to provide expertise, at the local level, that consumers need to manage
these complicated systems.

Finally, let me say just a word about the consequences of continuing to ignore the
vocational potential of persons with serious mental illness, people who should be
working because it is in their own best interest, who could be working because reha-
bilitation programs make it possible, and who would be working because work en-
dures as a primary goal for the majority of those people now completely dependent
on SSA. To fail to offer new opportunities and new incentives is to risk the loss of
yet another generation of disabled people who are prepared to face the challenges
of work, a loss neither they nor their nation can afford.

Chairman BUNNING. Thank you very much.
Mr. Matheson.

STATEMENT OF LEONARD N. MATHESON, PH.D., CVE,
DIRECTOR, WORK PERFORMANCE LABORATORY; AND SEC-
TION CHIEF, OCCUPATIONAL HEALTH AND ERGONOMICS,
PROGRAM IN OCCUPATIONAL THERAPY, WASHINGTON
UNIVERSITY SCHOOL OF MEDICINE, ST. LOUIS, MISSOURI

Mr. MATHESON. Thank you, Mr. Chairman.

In 1970, I began to work with a young man named Paul who was
a teenager at Rancho Los Amigos Hospital; he was a client of mine.
He had a serious head injury, resulting in hemiplegia and very bad
paralysis on one side of his body. Eventually I helped him get a job
as a spray painter at a furniture plant. Twenty years later he is
still a spray painter, he is married for the second time, he has
three kids and a wife living in a mortgaged home in southern Cali-
fornia. He has claimed his occupational birthright as an American,
despite the fact that he easily qualifies for SSDI benefits.

I have worked with several thousand people with disabilities, ap-
proximately half of whom have been able to get back to work. For
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all of them, functional capacity evaluation, which we call FCE,
guided rehabilitation and was a key to their success. FCE is a sys-
tematic process of measuring and developing an individual’s ability
to perform meaningful tasks on a safe and dependable basis. It ad-
dresses functional limitations, which is a bridge between medical
impairment and ability to work. This addresses the most important
defect in the design of SSDI, the attempt to predict disability from
impairment. In order to manage the issues that limit the potential
to work, it is necessary to move beyond impairment to address
functional limitation to address performance on job tasks.

It was proposed in your Rehabilitation and Return to Work Op-
portunity Act of 1996 that the assessment of capability for voca-
tional adjustment be undertaken on a broad basis. This was well-
intended but would have resulted in a wasteful application of re-
sources. It would be much better to evaluate the occupational po-
tential of a person with a disability on a progressively constricting
basis. This would allow the process to be halted before it consumes
too many resources. FCE can provide objective information nec-
essary to achieve effective gatekeeping to screen out those who are
not likely to benefit while boosting the opportunities for those who
can benefit based on adherence to three indicators of success, the
first being the ability to maintain focus on meaningful work goals;
second being the ability to maintain focus on function rather than
impairment; and third, the willingness to stick with it. This is the
single most important multiplier of ability.

Rehabilitation requires 110-percent effort. In order to take ad-
vantage of FCE strengths and not waste resources, the process
must be undertaken in steps. At each step, recipients who do not
meet criteria for success must be excused from the program in an
ever-constricting funnel that preserves resources so that meaning-
ful rewards in terms of rehabilitation benefits are provided to those
that persevere.

In step one, we must identify causes. In step two, we must mini-
mize disablement. In step three, we must identify the person’s abil-
ity factors. In step four, get into vocational exploration to help the
person identify goals, interests and possible vocational targets. We
wind up at step five with a rehabilitation plan that has prepared
the person to be an excellent candidate for a return to work pro-
gram.

The hallmarks of this process is that it is driven by dem-
onstrated recipient effort and guided by objective information about
work performance.

I have three policy recommendations, the first having to do with
standardization, and I ask SSA pay only for FCE services which
are provided by programs that are accredited by an independent
agency.

The second has to do with science and technology, and I would
recommend SSA only pay for services which adhere to standards
for technology development, which can be developed by a national
interdisciplinary committee of experts.

The third has to do with cost efficiency. I have cost estimates in
a supplemental report I provided this morning, predicated on a pol-
icy in which the SSA pay only for FCE services which address
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questions pertinent to that step in the process at which the client
is found.

To conclude, the successful return to work of SSDI recipients
benefits all Americans. The GAO has estimated if only 73,000 of
the 6.6 million Americans of working age who received SSDI and
SSI benefits were to return to work, $3 billion could be saved. It
seems to me this is aiming far too low, given the need and poten-
tial we find in these people.

My supplemental report looks at lifetime cost savings. I see FCE
as a gatekeeper, something that could be used as a supplement to
the Bunning bill, and would be a transition to work program tick-
ets, which will make it more likely that small providers will take
on these clients.

Thank you for your time.

[The prepared statement and attachment follow:]

Statement of Leonard N. Matheson, Ph.D., CVE, Director, Work Perform-
ance Laboratory; and Section Chief, Occupational Health and
Ergonomics, Program in Occupational Therapy, Washington University
School of Medicine, St. Louis, Missouri

In 1970, I began to work with a teenager named Paul who came to me as a client
with a severe head injury at Rancho Los Amigos Hospital in Downey, California
where I worked as a pre-vocational counselor in the pediatrics unit. I helped Paul
get a job as a spray painter in a furnitue plant. I still hear from Paul occasionally
during the Holiday season. Paul is a grandfather, married for the second time, has
three children who live with him and his wife in a mortgaged home, and is still em-
ployed as a spray painter. He has claimed his occupational birthright as an Amer-
ican, in spite of the fact that he easily qualifies for SSDI based on the severity of
his impairments, including a seizure disorder, complete hemiplegia which stops him
from using his left hand and causes difficulties with standing and walking, swallow-
ing, speech, memory, and reading.

More than 6.6 million Americans of working age are SSDI and SSI recipients who
have impairments that limit their potential for competitive employment. Some have
functional limitations that make work impractical while others are limited by dis-
abilities that can be overcome with proper identification and management. Since I
had the opportunity to work with Paul, I have assisted more than 7,000 persons
with severe disabilities to attempt to enter the work force. Approximately 50% of
these people have been successful. The patterns of success are apparent, and stem
both from characteristics of the person served and characteristics of the services
each received.

I am here today to discuss the importance of functional capacity evaluation (FCE)
as a key service that can help the Pauls and Paulas of this country retrieve what
I believe is every American’s birthright, the opportunity to work and demonstrate
occupational competence. I will present FCE as a process of measurement and de-
velopment which can be used to improve the Social Security Administration’s dis-
ability determination process as well as to increase the likelihood that occupation-
ally disabled SSDI beneficiaries will return to work. In my testimony, I will be de-
scribing a vision of FCE that can be used as a model of service to improve the
health and function of our citizens so that they can return to work, resume full-
fledged participation in the economy, restore dignity to themselves and to their fam-
ilies, and improve the overall financial and emotional health of the nation.

FUNCTIONAL CAPACITY EVALUATION

We should begin with a definition. Functional capacity evaluation (FCE) is a sys-
tematic process of measuring and developing an individual’s ability to perform
meaningful tasks on a safe and dependable basis (1).

Brief History

The scientific underpinnings of FCE stem in large part from the research efforts
of industrial and human factors psychologists in World War II and thereafter, sup-
ported by federal defense funding. The idea of matching the person to the task was

extended from this work to the Rehabilitation community in the 1950’s with early
centers of excellence at the University of Wisconsin, the University of Arizona and
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at rehabilitation centers such as Rancho Los Amigos. In those days, we assumed
that persons with severe disabilities who wanted to work probably could be assisted
to work and we developed procedures to achieve such goals. From the first, we rec-
ognized that the evaluation of work capacity was a key to success for people like
Paul. This early experience evolved into formal procedures for evaluating functional
capacity as a subset of work capacity and marrying that to work-oriented treatment
programs (2, 3), which will be described later. The use of FCE in Rehabilitation has
continued to develop over the intervening years. At its present level, FCE is able
to offer assistance to American society to match a wide variety of persons with
chronic disabilities ! to a wide variety of meaningful jobs. How it can accomplish this
requires that we consider FCE in more detail.

Functional

The term “functional” is intended to connote performance of a purposeful, mean-
ingful, or useful task that has a beginning and an end with a result which can be
measured. Several authors (4-7) have described current models of disablement (8—
10) and the rehabilitation process (11). My testimony today references a model of
rehabilitation depicted in Figure One (below), the Stage Model of Occupational Re-
habilitation, in which functional limitations hold a translational role between the in-
dividual’s impairment and his or her occupational disability. This key segment of
the process of the occupational rehabilitation process is the focus of FCE (12, 13).
It is important to focus on functional limitations because they bridge between im-
pairment which is assessed by medical means and disability which is assessed my
non-medical means (14). More to the point, occupational disability predicts employ-
ability better than does impairment (15-17), as Paul’s case and hundreds of others
in my direct experience indicate. This may be the single most important defect in
the design of SSDI; the attempt to predict disability from impairment. In order to
manage the issues that limit potential to work, it is necessary to move beyond im-
pairment and functional limitation to address performance on job tasks. The
impairment-centered model must not continue to be used for this purpose.

Figure One. Stage Model of Occupational Rehabilitation.

Stage Issue Addressed Measured by or in terms of ... Measurement Professionals
One ............ Pathology ......cccccvvvvennnnne Cells, tissue and bone ..... All appropriate medical
diagnosticians.
TWO ceeeene Medical Impairment ........ Anatomic, physiologic, All appropriate health
psychologic system care providers.
health.
Three ......... Functional Limitation ..... Task performance ............ FCE-trained MDs, OTs,
PTs, PhDs.
Four ......... Occupational Disability ... | Role consequences of Occupational Therapists,
functional limitations. Vocational Evaluators.
Five ........... Vocational Feasibility ...... Acceptability of the Vocational Evaluators,
evaluee as an employee. Occupational Thera-
pists.
75 S Employability ..........cccoe.e. Ability to become em- Vocational Evaluators,
ployed. Rehabilitation Coun-
selors.
Seven ........ Vocational Handicap ....... Ability to perform a par- | Occupational Therapists,
ticular job. Ergonomists.
Eight ......... Earning Capacity ............. Earned income over ex- Economists.
pected worklife.

This model describes pathology and impairment as factors that, taken within the
context of the individual’s environmental and personal resources (12-18), are the
precursors of functional limitation. If the impairment is sufficiently severe, func-
tional limitations can result. If the functional limitations are sufficiently severe and
are pertinent to role tasks, occupational disability will be the result. Occupational
disability can be thought of as the summation of the role consequences of functional
limitations (6, 7) and recently has been the focus of governmental attention (19). An-
other useful definition of occupational disability is that it is the individual’s uncom-

1The word “disabilities” is plural because most people who are chronically disabled have more
than one cause of disablement.
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pensated shortfalls in responding to role demands (13). Figure Two represents this
definition in graphic terms.

Figure Two. Disability occurs at the interface of functional limitations and role demands.

Functional

Limitations

Disability

Evaluation of disability is based on the measurement of the functional con-
sequences of impairment in tasks that are pertinent to the particular role under
consideration (6, 9). Individuals assume several roles in society, such as spouse, par-
ent, neighbor, worker, team mate or customer. If the functional consequences are
significant and occur in tasks which are critical to the performance of the job, the
evaluee can be described as having a compensible occupational disability (COD).
When the emphasis is on determining the presence or degree of occupational disabil-
ity, the focus must be on tasks in the worker role and work environment (20). The
extent and type of the COD is dependent on the evaluee’s ability to perform these
work-relevant tasks.

Capacity

The term “capacity” connotes the immediate potential of the evaluee, what the
person can possibly do at that point in time. The use of the term capacity is some-
what misleading because it rarely is measured directly unless the evaluee is highly
trained and motivated, such as when an experienced athlete competes. Work capac-
ity is less than “work tolerance” and can be inferred somewhat from evaluation of
an individual’s response to exhaustive demands. However, exhaustive demands are
inappropriate when the focus of the evaluation is on a worker (impaired or healthy).
In this circumstance, the evaluation may be concerned with the individual’s “maxi-
mum dependable ability,” what he or she can do on a regular basis in hallmark
tasks such as lifting and carrying. This information allows us to identify occupations
in which there are jobs the person may be able to perform, based on the assumption
that the demands of these jobs are less than the evaluee’s maximum dependable
ability. If we can, in turn, evaluate a person for a particular job, we can focus on
ability to handle that job’s task demands. Knowing the SSDI recipient’s maximum
dependable ability places us in the ballpark; assignment to a particular position on
the team depends on the recipient’s ability to handle the tasks that are found in
that position. A typical relationship among these variables is described in Figure
Three.
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Figure Three. The ideal relationship among work capacity. work tolerance. dependable abitity.
and task demand when the evaluee is found to be capable ot work.

Task Demand

Dependable Ability

Work Tolerance

Work Capacity

1

f f f f y f 1 1
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Evaluation Compared with Assessment

Functional capacity evaluation should be distinguished from functional assess-
ment (21). Although the terms sometimes are used interchangeably and some func-
tional assessment instruments are used in FCE, they describe different processes.
Generally, FCE is based on performance measurement while functional assessment
is based on expert ratings from observation or on the evaluee’s self-report (22—-25).
FCE employs structured performance protocols using test equipment or simulated
activities to measure functional performance while functional assessment employs
structured behavior rating scales to rate observations of the evaluee made by
trained observers or self-perceptions made by the evaluee. Thus, FCE is much more
likely to identify work tasks that can be performed by SSDI recipients. Additionally,
FCE is much more likely to identify problems with motivation or less than full effort
performance because it actively engages the evaluee in challenging tasks and
records the evaluee’s behavioral response.

Because functional capacity evaluation involves measurement of the evaluee’s
ability to perform work, it involves the interface between both the person and the
job. At this interface are tasks that have complex physiological, psychological, mus-
culoskeletal and environmental bases. To evaluate the individual without impair-
ment and achieve a safe and dependable match to job demands is difficult; to do
so with a person who has an impairment is more difficult; to do so with many people
who have a wide variety of impairments is daunting. For SSDI recipients, there is
often not a job to return to or a job available to allow a focus on certain job demand
factors, further broadening the scope of FCE.

NuMEROUS FCE PROVIDERS

Many professional disciplines provide FCE services. In fact, all of the major dis-
ciplines involved in FCE today have legitimate claims in that each has been inter-
ested to greater or lesser degrees in matching the person to the task. FCE is taught
in many colleges and universities and postgraduate seminars and is provided by a
wide range of professionals:

Occupation Esgﬁiﬁir{sj‘s‘
Occupational TRETaPIStS ......c.cceeieierieeieierie ettt nees 10,000
Physical Therapists ... 10,000
Physicians ............ . 5,000
Psychologists ........... . 5,000
Vocational Evaluators 5,000

Each discipline has developed its own approach to FCE, dependent on factors
which differentiate one discipline from the other. In recent years, professionals from
the fields of exercise physiology, kinesiology, nursing, chiropractic medicine, and
speech pathology have developed additional approaches to FCE. Most SSDI recipi-
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ents will require the services of more than one discipline, both during the FCE and
once the rehabilitation plan begins in order to maximize their potential for gainful
work.

SPECIFIC PURPOSES OF FCE

Beyond the general purpose of measuring an individual’s ability to perform mean-
ingful tasks on a safe and dependable basis, functional capacity evaluation as prac-
ticed in the United States has three specific purposes:

Disability Determination

Determines the presence (and, if present, the level) of occupational disability so
that the evaluee’s case can be bureaucratically or juridically concluded (1, 26). In
practice, disability determination is the most simple of the three, because it is only
necessary to identify one factor (or a small group of factors) to confirm that a person
is disabled and to measure the extent of disability with various rating schemes,
while many factors must be evaluated to determine whether a person is able to ful-
fill an occup ational role. The efficiency that can be obtained when a circumscribed
question is posed for FCE to answer is realized in this type of evaluation, which
may be demonstrated in the future as the SSA Disability Determination re-
engineering process continues to unfold. HR 4230, introduced in the last Congres-
sional session, recognized that something more was possible and held the promise
of much greater fiscal and human savings.

Rehabilitation Planning

Assists a medically impaired person to improve role performance through identi-
fication of occupationally-relevant functional limitations so that these decrements
may be resolved or managed (2, 13, 27). Health care professionals use this informa-
tion for many purposes, including the triage of patients into proper treatment pro-
grams, to provide the basis for remediation, and to measure treatment progress.
Many times, recipients have disabilities which can be eliminated through aggressive
rehabilitation or the use of technological assists.

Job Matching

Measures the individual’s ability compared to task demands to determine whether
he or she will be competent in a job (10, 21). Routinely, the comparison of an indi-
vidual’s capacity to a job’s demands is made to diminish the risk of re-injury that
is associated with a mis-match as well as to improve the individual’s productivity.
Numerous researchers (28-33) point to the importance of properly matching the
worker’s capacity to the job’s demands. Shortfalls in the relationship between the
individual’s resources and the environment’s demands will result in decreased per-
formance (34) and increased risk for injury (35, 36).

LEGISLATIVE INITIATIVES

It was proposed in the “Rehabilitation and Return to Work Opportunity Act of
1996” (HR 4230), that the assessment of capability for vocational adjustment be un-
dertaken on a broad basis, with mandated assessment of work and educational his-
tory, abilities and limitations, and interests and aptitudes. This was well-intended
but would have resulted in wasteful application of resources. It would be much bet-
ter to evaluate the occupational potential of a person with a disability on a progres-
sively constricting basis. This would allow the process to be halted before it con-
sumes too many resources so that the downstream benefits can be made sufficiently
supportive that success will be a likely consequence of full-effort participation. This
can be accomplished and will result in much greater efficiency and success. FCE can
provide the information necessary to achieve effective “gatekeeping” to screen out
those who are not likely to benefit while boosting the opportunities provided to those
who can truly benefit.

Context of Practice

The FCE process should have a strong therapeutic orientation and should always
have a focus on achieving productivity that enlists the individual’s goals, motivation
and attitudes toward success. This context of practice has been described as “work
hardening,” a treatment program which was developed at Rancho Los Amigos Hos-
pital in the 1970’s (2, 3) and has been shown to be effective in many settings
throughout the United States. Each step of the FCE process should be presented
within such a context. Key indicators of success in this process include:

¢ The ability to maintain a focus on meaningful work goals. Goals such as im-
provement in fitness, decrease or control of pain, alleviation of depression, improved
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sleep, and many others which will be identified in these types of cases must always
be considered secondary to return to meaningful work as the primary goal.

e The ability to focus on function rather than impairment. The medical impair-
ment aspects of the case should be handled in a way that facilitates maintaining
a focus on the development of the recipient’s work behaviors. Many of these people
have not benefited from medical care; some of them can be vocational successes in
spite of their medical circumstances. This will be most difficult and important with
regard to pain control. For the person who is disabled by pain, this approach may
greatly increase discomfort on a temporary basis. If this temporary increase is not
able to be tolerated without strong medication, it is unlikely that the person will
be able to work in a competitive market place. However, appropriate medical sup-
port to manage benign disabling pain can be accomplished and should be provided.

¢ The willingness to stick with it. At each step of the evaluation process, the re-
cipient must be expected to “pay the price of admission” to the next step by dem-
onstrating a strong willingness to participate, in spite of his or her circumstances.
Less than full effort participation should be cause for suspension or cessation of the
return to work program. Conversely, full effort participation which demonstrates a
high level of motivation must be reinforced tangibly and recognized as the single
most important multiplier of ability.

Step-Wise Service Delivery

FCE is a developmental process (13) in which the experiences of the recipient lead
to improvement in performance through learning, adaptation, and changes in the
supporting environment. It also can have immediate therapeutic effect (37, 38)
based on development of self-efficacy as a consequence of feedback concerning func-
tional abilities which are uncovered or affirmed (39). Finally, it can greatly improve
the likelihood that an SSDI recipient will benefit sufficiently from rehabilitation to
achieve a return to work. In order to take advantage of these benefits and to main-
tain the highest level of cost efficiency and not waste resources, the FCE process
for SSDI and SSI recipients must be undertaken in steps. At each step, recipients
who do not meet criteria for success must be excused from the program in an ever-
constricting funnel that preserves resources so that meaningful rewards in terms of
rehabilitation benefits are provided to those who persevere.

Step One.—The evaluation must identify the causes of disablement, through the
active involvement of the recipient in a simulated work environment, including the
implementation of normal work hours, work rules and procedures. The questions to
be addressed at this step center around, “What are the functionally limiting factors
which have created this occupational disability?” Issues which identify good can-
didates for return to work include the degree to which the individual demonstrates
a strong work ethic, is safe in the work place, and is able to get along with fellow
workers and supervisors. Recipients will be excused for problems with safety and
interpersonal behavior. Recipients with problems with productivity will be retained
and move to Step Two.

Step Two.—The evaluation must begin to minimize disablement by answering the
question: “For the functionally limiting factors, are there rehabilitation services
which will be likely to improve ability to work?” This is best addressed within a sim-
ulated work environment to provide an appropriate context of treatment. This is the
step at which work hardening and work conditioning occur (2, 3, 40-42). Issues
which identify good candidates for return to work include full-effort performance,
the demonstrated ability of the individual to negotiate with disabling factors such
as pain and fatigue, and his or her effective use of work aids, modifications and pro-
ductivity enhancement strategies. Recipients will be excused for inability to push
through pain to improve function, maintain a conditioning regimen, or participate
daily. As recipients plateau, they will move to Step Three.

Step Three.—If the recipient is to enter the work force, we must identify his or
her person-centered ability factors. This process should be structured by a work de-
mands taxonomy?2 such as that developed by Fleishman and his colleagues (44)
which can be matched to an occupational database in Step Four. This is a broad-
based approach to evaluation which will be necessary if the full spectrum of occupa-
tionally disabling functional limitations is to be addressed. Using a variety of stand-
ardized procedures, the recipient’s aptitudes, abilities, and transferable skills are
identified and measured. Issues which identify good candidates for return to work
include the identification of resources which can be developed to a level that will

2Based on factor analysis research of the abilities requirements of numerous jobs, Fleishman
and Reilly describe 52 different abilities that are pertinent to job tasks. Nine of these abilities
involve strength, while an additional ten are psychomotor abilities which involve response speed
and precision, and other factors involve verbal skills, reasoning, and social skills.
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be valued by employers, coupled with a positive response to the identification of
these resources (45). Recipients will be excused for levels of aptitudes or abilities
which are below a threshold for competitive employment at a level of remuneration
that is likely to make the available benefits package unattractive. As a feasible oc-
cupational profile is developed, recipients will move to Step Four.

Step Four.—The collection of work relevant ability information will provide the
recipient with information which will be used in vocational exploration to identify
goals, interests, and possible vocational targets if a rehabilitation program were to
be undertaken. Issues which identify good candidates for return to work include the
identification of occupations which use selected personal resources which can be de-
veloped into salable skills, the key to sustainable employment (46) over the next 20
years. Recipients who are unable to identify occupations which have jobs in their
geographic area which will provide adequate remuneration will be excused. After an
acceptable occupational target is identified, recipients will move to Step Five.

Step Five.—Finally, the evaluation will conclude with rehabilitation plan develop-
ment. If the recipient has progressed successfully through each of the earlier steps,
he or she will be an excellent candidate for a return to work rehabilitation program
focused on a particular vocational target, the likely outcome of which will be sus-
tainable employment.

The hallmarks of the FCE process described above are that it is driven by con-
tinuing demonstration of the recipient’s effort and is guided by objective information
about his or her work performance. These are the keys to return to work for a per-
son with a chronic disability. The consequence of this process should be a recipient
who is ready to begin a focused rehabilitation program that often will involve serv-
ices such as occupational therapy, rehabilitation counseling, and both formal edu-
cation and on the job vocational training. These are services that should only be un-
dertaken if objective data have been used to develop information about the person
with disabilities that makes it likely that he or she will benefit and the outcome
will be sustainable employment.

PoLicYy RECOMMENDATIONS

Standardization

FCE is practiced by professionals from many different disciplines, none of which
can lay sole claim. As a consequence, FCE is not formally governed and lacks con-
sistency, resulting in less efficient use of resources and less than optimal outcome
for service recipients. The field needs cross-disciplinary standards of practice. Pro-
grams in which FCE is often found have accreditation available through the Com-
mission on Accreditation of Rehabilitation Facilities (CARF),3 although accreditation
is voluntary and often is not pursued because of expense, inconvenience, and mar-
ginal applicability.

Policy recommendation: Pay only for FCE services which are provided by pro-
grams accredited by an independent agency, using new FCE standards for service
delivery which are developed by a national interdisciplinary committee of experts.

Science and Technology

In the past 20 years, FCE technology has outstripped its scientific underpinnings,
resulting in problems with the utility of many of the FCE applications that are in
use today (47).

Policy recommendation: Require adherence to standards for technology develop-
ment, including both test protocols and equipment, which are developed by a na-
tional interdisciplinary committee of experts, such as those first published by the
EEOC in 1978 (48) which guide employee selection procedures, the American Phys-
ical Therapy Association guidelines, and those published by the American Psycho-
logical Association (49-51) which currently are under revision.

Cost Efficiency

This is the most subtly difficult problem. FCE easily can be too expensive for the
utility which is derived. An FCE only has utility to the degree it assists in the reso-
lution of a problem and adheres to the “evaluation factors hierarchy” (47). To maxi-
mize cost effect, data which relate to the likelihood of return to work should be col-
lected using procedures which maintain a reasonable balance among safety, reliabil-

3The American Psychological Association, American Physical Therapy Association, American
Occupational Therapy Association, American College of Physical Medicine and Rehabilitation,
and most of the other professional associations in Rehabilitation underwrite CARF and have
representation on its Board of Trustees and nominate members of its specially-convened na-
tional standards committees.
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ity, validity and practicality after developing a sharp focus on the question, “To
what purpose will the information be put?”

Policy recommendation: Pay only for FCE services which address questions which
are pertinent to that step in the evaluation process at which the client is found,
based on a classification of types of services which normally are appropriate. Such
a classification scheme can be developed by a national interdisciplinary committee
of experts.

The successful return to work of SSDI recipients is a cause for celebration because
it benefits all Americans in both tangible and spiritual ways. These people have the
need and many have been found to be amenable to rehabilitation. The General Ac-
counting Office has estimated that if only 73,000 of the 6.6 million Americans who
receive SSDI and SSI benefits were to return to work, $3 billion could be saved in
subsequent years. It seems to me that this is aiming far too low, given the need
and potential that we find in these people. I have presented an approach which will
be much more effective.

We are on the verge of a great opportunity that needs only to be captured and
managed with resolve. FCE is an important component of an effective return to
work strategy which can be implemented on a national basis. The costs of not mak-
ing the attempt have become unbearable. Responsible and innovative leadership is
required.

Thank you.
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Effect of optional vs. mandatory participation in RTW program.

Step Cost” Optional Cost Mandatory Cost
1 $500 156,464 $ 78,232,167 | 400,549 200,274,348
2 $2,000 125171 $ 250,342,936 | 200,274 400,548,697
3 $1,500 100,137 150,205,761 { 100,137 160,205,761
4 1,000 90,123 90,123,457 | 90,123 90,123,457
5 $500 81,111 40,555,556 | 81,111 40,555,556
Total $5,500 73,000 609,459,877 73,000 881,707,819
Voc Prep™ $10,000 730,000,000 730,000,000
Total VR Costs 1,339,459,877 1,611,707,819
Lifetime Roll Costs (73,000/yr. successful at RTW)***
Psych 3 228,000 E
Musculoskeletal 126,000
Average $177,000
SSDI Costs [$ 12,921,000,000 | [$ 12,921,000,000 |
Savings Potential [$ 11,581,540,123 | [$ 11,309,292,181 |
Additional SSDI savings to SSA through shared private-public partnership (LTD,
Step Cost Optional Cost Mandatory Cost
1 $250 23,470 5,867,413 | 60,082 15,020,576
2 $1,000 18,776 18,775,720 [ 30,041 30,041,152
3 5750 15,021 11,265,432 15,021 11,265,432
4 $500 13,519 6,759,269 13,519 6,759,259
5 $250 12,167 3,041,667 12,167 3,041,667
Total $2,750 10,950 45,709,491 10,950 66,128,086
Voc Prep $5,000 54,750,000 54,750,000
Total VR Savings 100,459,491 120,878,086

* anticipated average costs per step

** average training and counselor expenses subsequent to plan development

*** assumes 10 years of SSD| and Medicare benefits for musculoskeletal impairment allowances
and 16 years for psychological impairment allowances.

Chairman BUNNING. Thank you all for your testimony. I want
you to know we will submit questions for the record in writing to
you, but we want to do some individual questioning.

Ms. Ross, in your testimony, you advocate the importance of test-
ing and evaluating new measures to return beneficiaries to work
and caution against focusing on one option to the exclusion of alter-
native measures. Do you think that return to work legislation
should authorize the testing of various alternatives, rather than a
full implementation of one measure?

Ms. BASCETTA. Yes, Mr. Chairman, we do prefer testing various
alternatives. Because our analysis shows——

Chairman BUNNING. Would you please bring the mike closer so
everyone can hear you.

Ms. BASCETTA. We do prefer testing more than one alternative,
and the reason is that our analysis has shown there are many
interrelated problems. So we think we could obtain richer informa-
tion about what might work best if we test at least a few ideas in
a couple of areas. For instance, we would want to know before full
implementation how different changes in work incentives might af-
fect caseload growth and work effort, and we would also like to
know how many VR providers might participate and who they
might serve under different reimbursement mechanisms.
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Chairman BUNNING. Do you have any recommendations who
should monitor return to work alternatives, given SSA’s record on
managing demonstration projects?

Ms. BASCETTA. We don’t have a specific recommendation about
who might monitor, but we would anticipate that SSA’s Office of
Research, Evaluation, and Statistics would hire specialized exper-
tise, you know, a nationally known researcher, or a firm with a
track record in conducting social experiments. And, we would also
strongly advocate peer review, outside peer reviewers, particularly
during the design of the study, and also at important points during
the analysis of the data.

Chairman BUNNING. I think Mr. Christensen mentioned the fact
that there have been pilot programs in existence for over the last
17 years, and we are having the administration recommend an-
other pilot program.

Let me ask all of the participants on this panel, if the fear of los-
ing a medical card or medical insurance is one of the principal bar-
riers to returning to work for people with disabilities? In other
words, if we could provide in a piece of legislation the fact that
they are going to be covered by Medicaid or Medicare, and have it
reasonably priced—by that I don’t mean the current $300 plus
after 9 months—would that address the main barrier right now
Erom?returning people from the SSDI and SSI rolls to the work
orce?

Mr. MATHESON. It is an important barrier. I think the main bar-
rier is motivation on the clients’ parts. The most important

Chairman BUNNING. Please repeat that. I didn’t understand.

Mr. MATHESON. I think the absence of a medical care card would
be a very important barrier. It is with my clients. I think the most
important barrier has to do with a person’s motivation.

Chairman BUNNING. Anyone else care to respond.

Mr. KREGEL. I would like to comment on that. There are provider
agencies, both public and private, in operation this morning, in
which people are meeting with the consumers with disabilities, who
are coming with them, expressing an interest to return to work.
What these professionals are doing in collaboration with the con-
sumer is not figuring out how they can get off the SSDI rolls, but
rather how to maximize their earnings while retaining their SSDI
eligibility, so that they can maintain their eligibility for Medicare
services.

Chairman BUNNING. What if we took that factor out though?

Mr. KREGEL. Then the issue becomes whether the individual is
financially better off as a result of returning to work, and by main-
taining Medicare eligibility you eliminate a major, major factor of
that cost equation for the individual, because of the special types
of expenses that they are going to have related to their medical ex-
penses.

Chairman BUNNING. Also, in regard to the employment in the
private sector, there is the barrier that the liability assumed by the
employer is so high.

Is there someone else?

Mr. Baron.

Mr. BARON. In that regard, a number of States have begun to ex-
periment through the 1115 waiver program with various kinds of
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sliding scale programs, as well as wraparound coverage, and either
of those, in addition to full continued coverage through Medicaid
and Medicare, are possibilities that need to be considered. I don’t
think we have much evidence yet of which of those is going to be
most effective, but it is a major barrier in terms of the culture of
unemployment and the lack of motivation that exists in the com-
munity of people I am most familiar with.

Chairman BUNNING. I think there could be a sliding scale built
in according to the amount of earnings as to how much you might
be offered in medical coverage.

Would anyone else like to comment?

Ms. RENoO. If I may, Mr. Chairman, that was the thinking behind
the panel’s recommendation for an affordable and understandable
Medicare buy-in. There are two problems with the Medicare buy-
in. First, it is very, very difficult to explain to a beneficiary what
the price of it is, so the price needs to be both affordable and un-
derstandable. Scaling it to their earnings is an idea that our panel
thought would work. That is understandable.

The second point the panel recognized is that for many people on
the disability rolls, prescription medications are needed in order for
them to function. They need it while they are disabled and not
working, they need it while they are working, and that is not cov-
ered by Medicare, which is why Medicaid often is very important.

Chairman BUNNING. Anyone else?

Ken, go ahead.

Mr. HuLsHOF. Thanks.

Ms. Ross, this first one is for you. Dr. Growick, maybe you can
also comment on this particular question, but, Ms. Ross, you men-
tioned that you recommended to SSA they should develop strate-
gies to help intervene earlier in the application process, maybe
even prior to awarding benefits, to help applicants assess work ca-
pacities. Would SSA have to actually advance screen for those who
would somehow presume to be disabled, and are there some prob-
lems along with that?

Ms. Ross. Well, you are certainly right in pointing out that it is
not easy to figure out how you would have a whole set of applicants
move into the vocational rehabilitation world. There are some pos-
sibilities for something that a lot of beneficiaries say they really
would like, such as one-stop shopping. This could happen in some
SSA offices, where you could have vocational rehabilitation people
and other kinds of employment and training facilities there. With-
out its being at all involved with SSA, you could make some of
these referrals before people began applying for benefits. Maybe
there is a possibility for limited screening, that is another way to
look at it.

The major point is that we know what we have now is too late
for many people; that by the time you have had an award, it could
be at least 1 year, and sometimes many years, after you have start-
ed to experience this physical or mental impairment. So while the
precise solution isn’t obvious, it seems like an area where we ought
to grapple some more.

Mr. HUuLsSHOF. Doctor, you mentioned the insurance industry has
discovered it is cheaper and better to help beneficiaries return to
work than it is to pay off a claim. Are there any lessons we can
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learn in terms of early intervention from the insurance industry
that might be included in some sort of reform proposal?

Mr. GROwICK. Yes, sir. Obviously earlier rehabilitation is better
rehabilitation. The sooner you can get to an individual before they
are disenfranchised from the workplace, the better off and research
has shown that, some of my own research in terms of prediction
of outcome. Within the workers’ compensation arena, it is even
paramount that that happens. The reason is that claimants are re-
ceiving TT, temporary total disability payments, so the clock is
ticking. Rehabilitation professionals, graduates of my training pro-
gram, will go into the private sector, work with workers’ compensa-
tion claimants, know that time is their enemy, so they have to
enter the process as soon as possible.

There is another fiat they use in that whole process in workers’
compensation rehabilitation, and that is something we call a hier-
archy of return to work, and it is codified in some workers’ com-
pensation systems nationally, hierarchy, return to work, meaning
when you work with somebody with a disability, especially if it is
work-related, you go back to the same employer and try to get the
person back to work in the same job with the same employer. For
some reason, they don’t have the functional capabilities to do their
previous work, you then move down the hierarchy to a different
job, same employer, see what else can be done at the worksite with
modifications, what other essential functions the person can per-
form for that employer. Then you could go to a different employer,
same job, down this hierarchy.

Early rehabilitation is crucial. That is part of the problem with
bureaucracy that is government run. You have to employ the free-
enterprise system, have private providers out there who are going
to respond quickly and fast, and also know how to talk to employ-
ers and get the job opportunities that are necessary.

Chairman BUNNING. Doctor Berkowitz, you want to comment,
and let me even ask you as sort of an introductory question be-
cause my time is limited, do you believe personally that SSA
should manage a return to work program, Dr. Berkowitz?

Mr. BERKOWITZ. Do I believe they should manage a return? No,
no, I don’t. I recognize that the GAO recommends we ought to in-
tervene early. Do we really want the Social Security Administra-
tion to pay trust fund money to persons not on benefits? Do we
want to turn SSA into a rehabilitation agency? We are lucky SSA
can pay checks on time. The Social Security Administration is not
set up to accomplish these functions.

The essence of the ticket plan is that SSA is relieved of these
functions and responsibilities.

I don’t know whether any particular rehabilitation scheme will
work. The advantage of having a variety of private providers is
that each can do their own thing. Best of all there are no risks. We
pay them only if the beneficiary goes back to work.

Why am I so against milestones? It is not that I wouldn’t love
to reward providers. It is because I have no confidence in the abil-
ity of SSA to negotiate fee schedules. The minute you begin to pay
for milestones, you are creating a new bureaucracy, and I don’t
think that is necessary. I want to pay people only for what we
want. We want people back at work, in good productive jobs. I don’t
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think anybody around this table knows of any one way to do that.
There are just a variety of ways to do it and the Ticket Proposal
allows all of them an opportunity to demonstrate their utility.

Chairman BUNNING. The gentleman’s time has expired.

Let me ask Dr. Growick, you recommended an incentive for em-
ployees who hire SSA recipients, such as a FICA tax credit. What
data is there to support that kind of tax credit, and is it really
needed?

Mr. GRowiCK. The data is mostly personal experience.

Chairman BUNNING. No studies, just your own experience and
your own students’ experiences?

Mr. GrRowICK. Correct. In terms of working with employers, our
experience is that you need some sort of leverage when you go to
an employer to try to get them to accept individuals with limita-
tions because of some of the potential liabilities down the road.
Anything we can do to help the rehabilitation industry work with
employers, you know, helps the entire process, and there is some,
you know, tax credits with the general rehabilitation field that
have been tried over the years that have been successful in terms
of opening doors to employers that otherwise might not be so recep-
tive.

Chairman BUNNING. Dr. Berkowitz, unfortunately, or fortu-
nately, the SSA is in the SSDI business right now. What makes
you think that the ticket model that we are talking about will
work?

Mr. BERKOWITZ. They are in the DI business; they pay benefits.

Chairman BUNNING. That is correct, they are in the business—
there is a law on the books right now, right now, that requires a
review of everyone on SSDI over a 3-year period. Obviously they
are not complying with the law. That is the law. So let’s move on
from there, and I want to know your opinion on why you think
your Ticket Program will work.

Mr. BERKOWITZ. I don’t know whether it will work or not. All I
am saying is it is a risk-free method of trying it. Now, you seem
to be concerned, or someone on the panel seems to be concerned,
about the fact that this is going to disenfranchise certain providers
out there.

Chairman BUNNING. I am not concerned about any of that. I am
concerned about getting answers.

Mr. BERKOWITZ. I think this is a good way to try. Let’s unleash
all of the creativity that Bruce has talked about in regard to the
Workers’ Compensation Program. We know a lot of exciting things
are happening in the private sector. Now insurance carriers are
continually hiring people to aid people to get back to work. They
have no prescribed protocol. They do it in 100 different ways. And
I say here is a marvelous opportunity to try at no cost to the U.S.
Government.

Chairman BUNNING. Well, you also really emphasize the fact it
has to be voluntary.

Mr. BERKOWITZ. I am sorry?

Chairman BUNNING. That it has to be voluntary.

Mr. BERKOWITZ. Yes.

Chairman BUNNING. That you can’t mandate it. Tell me the rea-
son that it has to be voluntary. Why is that so important?
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Mr. BERKOWITZ. I have looked at these programs in this country
and abroad in many different countries, and I have never seen
compulsory provisions work. We are confronted with the atomic
bomb dilemma. If the only penalty is cutting people off the rolls,
administrators are hesitant to use it. The essence of this plan is
to get the disabled person together with a provider so that they can
work together to get the person back to work. The whole idea of
compelling people, or penalizing them, is contrary to the whole
spirit and philosophy of this plan.

Chairman BUNNING. Mr. Kregel, let me ask you one question.
You mentioned in your statement that a strong management struc-
ture, external of SSA, is needed to effectively implement the return
to work program, much like Dr. Berkowitz. Can you elaborate on
why a return to work program should be administered outside of
SSA, other than the bureaucratic maze that we have?

Mr. KREGEL. There are functions that are required, such as ex-
pertise in the design and management and evaluation of employ-
ment programs and return to work programs; and there is also a
function relating to consumer advocacy, consumer assessment, and
building consumer protections into the delivery of services. Both of
those are unique areas of expertise, and it seems to me that those
types of functions should be identified outside the Social Security
Administration.

Specifically, there are some issues—that were alluded to in an
earlier panel—about information that would be provided to individ-
uals who need to make a decision; first, should I participate in the
Ticket Program, and then second, what agency should I select to
deposit my ticket with? Now, who should provide that information?
Should it be that the provider agencies themselves recruit and
market their services to individuals? Is that exclusively SSA’s re-
sponsibility because of what we know about prior efforts in terms
of promoting work incentives and other factors; or is there a need
for a management structure that can give information to people in
the best way that will work in their particular locale?

Mr. HULSHOF. Mr. Chairman, I would be extremely remiss if I
didn’t lob at least one softball to a fellow Missourian.

So, Dr. Matheson, you make some very strong points in support
of the functional capacity evaluation, and I appreciate the supple-
mental, because rather than bog down with some of the costs of it,
is a functional capacity evaluation needed in every case; and if not,
in what types of circumstances would it be most useful?

Mr. MATHESON. I think it is going to be something that could be
mandated as a screening process for the subsequent voluntary par-
ticipation and the ticket. I think it is going to bring about such
great savings, identifying those people who are good candidates,
that it ought to be used widely.

Mr. HULSHOF. Are there certain industries that have utilized a
similar type of evaluation that we can look to to say that this is
a good model for us to follow?

Mr. MATHESON. This model began at Rancho Los Amigos Hos-
pital, and if you look at the large rehabilitation centers that have
the full range of capabilities, from physicians, PTs and OTs down
to rehabilitation counselors, you find this is a stepwise model that
is interdisciplinary. I think its application on a wide basis is new
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and in some ways revolutionary, but the model itself is one that
is grounded in quite a bit of experience.

Mr. HULSHOF. Last question. Since I haven’t had a chance to di-
gest some of the numbers, is there an average cost of a functional
capacity evaluation?

Mr. MATHESON. The process we have projected is $5,500 before
we get to something that we would say is a ticketed sort of benefit,
of vocational preparation, and that $5,500, it would only be a $500
cost if the person only makes it through step one. It would be an
aggregate of $4,000 if the person makes it through step three and
so forth.

Mr. HuLsHOF. Thank you, sir.

Mr. MATHESON. You're welcome.

Chairman BUNNING. Ms. Reno, you mentioned one of the panel’s
conclusions was that current benefits are not a strong deterrent to
work. Are current benefits, in your view, a strong deterrent to peo-
ple coming on the rolls?

Ms. RENO. The panel’s conclusion was that for people who had
a choice to work or to turn to benefits, the benefits themselves are
a very poor second choice to having and remaining in a job.

Chairman BUNNING. I apologize, I have to go to the floor, and if
my colleague has no further questions, we will submit to you in
writing those questions that we have failed to ask you today in per-
son. Thank you for your cooperation.

[The following was subsequently received:]

Questions received from Hon. Jim Bunning, and Subsequent Responses
from Dr. Bruce Growick

1. In your testimony, you said that a critical component of any new legislation should
be provisions for informed choice throughout the rehabilitation process with a pay-
ment system that is viable and realistic. What are the key components, in your view,
of a viable and realistic payment model for providers?

The development of a payment system should focus on providing the consumer
with choice. That means developing a system that will enable and encourage all
qualified providers, both large and small, to participate in the program. In order for
this to occur, a payment model must contain milestone payments so that small pro-
viders can remain financially viable during the long process of consumer job place-
ment and retention. Also, a larger reimbursement target must be established to en-
courage providers to have a vested interest in long-term job retention by the con-
sumer. The most viable reimbursement option appears to be a percentage of the sav-
ings realized to the Social Security fund from having the individual being self suffi-
cient and off the roles.

2. You recommend that a new return-to-work system be as streamlined and efficient
as possible and avoid increasing SSA’s workload. Do you have any specific rec-
ommendations for designing such a system?

The Social Security Administration (SSA) is a government agency that was estab-
lished to provide retirees, the disabled and the poor with financial aid. The SSA is
not in the business of rehabilitating its recipients with disabilities. Therefore, a sys-
tem should be developed that allows SSA to retain oversight over payments but es-
tablishes a governing body that will regulate the delivery of services by taking into
account the needs of consumers and the qualifications of providers.
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Questions received from Hon. Jim Bunning, and Subsequent Responses
from John Kregel

[At the time of printing, no responses had been received from Mr. Kregel.]

You mention that individuals viewed as too challenging to serve, or too poor a risk
for meeting the success criteria of the program (such as individuals with persistent
mental illness or brain injury), will have extreme difficulties locating providers will-
ing to serve them. Can you envision any type of incentive or special provision which
might be included in legislation to help ensure these individuals do receive services?

SSA’s proposal contains a provision for protection and advocacy funding designed to
assist SSA recipients with any disputes with providers that may occur. What are
your views regarding a protection and advocacy system? Do providers need a system
to address disputes that they may encounter?

I understand that you are a vendor of supported employment services for persons
with severe disabilities. Could you describe the services that you provide and the
process for placing individuals with severe disabilities into the workplace?

Questions received from Hon. Jim Bunning, and Subsequent Responses
from Richard Baron

Chairman Bunning’s Question #1: Your testimony focused on the unique challenges
faced by individuals with mental impairments. If a ticket-type approach isn’t the best
option for these individuals, what other options do you envision working?

Response. While the ‘ticket approach’—which emphasizes empowering consumers
to choose their providers and rewarding those providers on the basis of specific out-
comes—is a reasonable way in which to structure Social Security’s response to meet-
ing the needs of persons with serious mental illness, the development of a ticket ap-
proach must avoid a number of operational problems that, unless addressed, will
limit the rehabilitation opportunities available to people who are often quite eager
to enter the competitive labor market. To avoid some of the problems that can be
anticipated, we would suggest building into the ‘ticket approach’ a number of key
operational principles. Along these lines, the ‘ticket approach’ to insure that the
tickets are:

Accessible. Because we believe that there are no effective means to accurately pre-
dict which SSA recipients or beneficiaries are most likely to succeed at working in
the competitive labor market, access to the ticket should be universal, and not in-
volve testing and screening out possible candidates for rehabilitation and employ-
ment programming.

Renewable. Persons with serious mental illness will often need to be engaged in
the process of rehabilitation several times in their lives in order to establish a long-
term relationship with the labor market: for this reason, the ‘ticket’ system cannot
be a ‘one-time-only’ offer on the part of the Social Security Administration.

Divisible. Rehabilitation providers will need to be reimbursed at various mile-
stones—on the basis of specific achievements at points along the client’s progress
toward economic independence—if the ticket approach is to avoid encouraging agen-
cies to work only with those most readily employed and avoid those clients who will
take longer or may choose to drop out mid-process.

Transferable. To maximize client choice, the ticket must be transferable, at the
client’s request, from provider to provider: some clients may be dissatisfied with the
services they receive; others may choose to leave an area or a state to make a new
life for themselves elsewhere, and others may believe better employment prospects
will be in other settings.

A ticket approach that embodies these principles is far more likely to be able to
meet the needs of persons with serious mental illness, maximizing both their choice
of providers and their choice of the type, pace, and outcomes of the rehabilitation
program they may find most helpful, at the various points in their lives. It must
be emphasized that persons with mental illness often have a long-term disability,
and this will require a long-term commitment to provide rehabilitation services if
the nation is going to encourage them toward long-term careers. A ticket approach
can and should respond to these unique needs.
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Chairman Bunning’s Question #2. Various proposals create a system under which an
SSA recipient would be given a ticket which they could use to obtain vocational reha-
bilitation and employment services from a public or private provider. In your view,
will the majority of SSA recipients be able to make informed decisions on how best
to assign their ticket? How can consumers best make informed choices regarding pro-
vider services?

Response. There is no question but that people with serious mental illness and
others with serious disabilities will be able to make informed decisions on how best
to assign their ticket if they are provided with the kind of information on which in-
formed decisions are made. To insure that such information is available to consum-
ers, Social Security will need to insure that:

—information about the operations and outcomes of provider agencies will be ac-
cessible. SSA will need to support the collection of both outcome data and consumer
assessments of the various provider agencies they may want to use. Much of this
information can be gathered by consumer organizations themselves.

—‘vocational case management’ resources will be accessible to help clients make
choices. In addition to providing the information, consumers will need access to
guidance—from either professional or consumer organization—to help them deter-
mine goals, assess the offerings from various providers, and make choices on an on-
going basis throughout the rehabilitation process.

Finally, many consumers are likely to face very few choices in their communities:
in many parts of the country—in both urban and rural communities—there may
only be a single provider of work oriented rehabilitation services, in which case
‘choosing’ between depositing their ticket with their local Office of Vocational Reha-
bilitation (which will contract with the provider for service delivery anyway) or con-
tracting directly with the same provider agency is really no choice at all. Social Se-
curity—to make their reliance on ‘client choice’ more real—will need to explore var-
ied means for promoting the development of a far richer array of rehabilitation pro-
gram.

Chairman Bunning’s Question #3. You mentioned in your testimony that SSA’s cur-
rent work incentives are largely unknown. Do you have recommendations on ensuring
that SSA recipients are informed and knowledgeable on current or future work incen-
tives?

Response. The Social Security Administration will indeed need to make a substan-
tial commitment to ensure that information about the work incentives are available.
Two major activities need to be undertaken. First, a much greater effort must go
toward informing the Social Security Administration’s own field staff about the use-
fulness and details of existing and emerging work incentives: it is now commonplace
to hear complaints from vocational rehabilitation counselors, consumers of disability
services who are back at work, and employers that local Claims Representatives are
either unaware of or misinformed about the work incentives within their own sys-
tems.

Second, there will need to be a comparable effort to provide local provider agen-
cies with similar information, so that persons with disabilities are informed—as
early as possible and with absolute accuracy—about the impact of work (and the
work incentives) on their financial lives. The Matrix Research Institute/University
of Pennsylvania Research and Training Center on Vocational Rehabilitation Serv-
ices for Persons with Mental Illness, supported under a grant from the National In-
stitute on Disability and Rehabilitation Research, is currently exploring two dif-
ferent modalities in providing such information to consumers:

—internal advocacy involves the development of ‘in-house’ expertise, in which
each provider agency is funded to support a half-time or full-time position to provide
vocational rehabilitation clients with information about work incentives. Those who
fill such positions will need both initial training and ongoing support.

—external advocacy involves the establishment of a regional center (on a state-
wide or citywide basis) to be used by both rehabilitation staff and clients, where
their questions about the work incentives can be answered authoritatively—Dby tele-
phone and fax and E-mail, or in training programs and in-person presentations—
by trained full-time staff.

Again, many of these advocacy programs can be staffed and run by consumer or-
ganizations themselves: here at MRI we have successfully operated a Work Incen-
tives Advocacy (WIA) program that has been entirely consumer staffed, which has
allowed the WIA advocates both to speak with great authority and to gain the trust
of their audience...

Again, let me thank you for your interest in our views. We would be delighted
to have the opportunity to answer any further questions on these critically impor-
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tant matters as the Subcommittee on Social Security moves forward. The Sub-
committee’s efforts are especially encouraging to those of us in the field: there is
a growing conviction that people with all kinds of serious disabilities have enormous
but largely unrealized vocational potential, and that the current economic climate
offers an unparalleled chance to seek to define a new role for people with disabilities
in the competitive labor market.

Questions received from Hon. Jim Bunning, and Subsequent Responses
from Leonard Matheson

[At the time of printing, no responses had been received from Mr. Matheson.]

What is the difference between a functional assessment and a functional capacity
evaluation? How does a functional capacity assessment measure motivation or less
than full effort performance?

You recommend evaluating the occupational potential of a person with a disability
on a “progressively restrictive basis.” What exactly does this mean and how would
such an evaluation serve as a gatekeeper to the process?

Chairman BUNNING. The Subcommittee stands adjourned.
[Whereupon, at 12:09 p.m., the hearing was adjourned.]






BARRIERS PREVENTING SOCIAL SECURITY
DISABILITY RECIPIENTS FROM RETURNING
TO WORK

THURSDAY, JULY 24, 1997

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON SOCIAL SECURITY,
Washington, DC.

The Subcommittee met, pursuant to notice, at 1 p.m., in room B—
318, Rayburn House Office Building, Hon. Jim Bunning (Chairman
of the Subcommittee) presiding.

Chairman BUNNING. The Subcommittee will come to order.
Today we will continue with part II of our hearing on barriers pre-
venting Social Security disability recipients from returning to work.
My formal statement was made yesterday, so my remarks this
afternoon will be very short.

During part I of the hearing we heard from the Social Security
Administration, the Department of Education, the General Ac-
counting Office, and experts in the field of rehabilitation.

Today I look forward to hearing from consumers, those individ-
uals who are closest to the issues surrounding return to work, and
from those who work day to day providing rehabilitation services.

I am confident that each of you will provide important insight for
the Subcommittee to carefully consider. In addition, I want to
thank each of you for your tireless advocacy and commitment.

Many of you have provided your counsel to both my staff and
Mrs. Kennelly’s staff, and I want you to know how much we appre-
ciate your help.

In the interest of time, it is our practice to dispense with opening
statements, except from the Ranking Democratic Member. All
Members are welcome to submit statements for the record. I yield
to Mrs. Kennelly for any statement she would like to make.

Mrs. KENNELLY. Thank you, Mr. Chairman. Mr. Chairman, the
testimony we received yesterday was useful in setting out some of
the work disincentives which the disabled face in attempting to re-
turn to work. I am sure we will find today’s testimony equally as
helpful.

I am pleased the administration has now submitted to us a plan
for returning more beneficiaries to the workplace. I hope that you
and I, Mr. Chairman, together with the administration can work
on a bipartisan solution to this problem, and I look forward to to-
day’s hearings.

Thank you.

(79
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Chairman BUNNING. Thank you, Barbara.

Testifying on the first panel today are Susan Webb, executive di-
rector of the Arizona Bridge to Independent Living in Phoenix, and
board member of the National Council on Independent Living;
Bonnie O’Day with the National Council on Disability; Tony Young,
cochair of the Consortium for Citizens with Disabilities Vocational
Working Group; Lorraine Sheehan, chairperson of the Govern-
mental Affairs Committee of The Arc of the United States, accom-
panied by Marty Ford, assistant director of the Governmental Af-
fairs Office; Brenda Crabbs, a current SSDI beneficiary testifying
on behalf of the National Arthritis Foundation; and Suzanne Erb,
a former SSDI beneficiary from Philadelphia, Pennsylvania.

Ms. Webb, if you would start the testimony please.

STATEMENT OF SUSAN WEBB, EXECUTIVE DIRECTOR,
ARIZONA BRIDGE TO INDEPENDENT LIVING; AND BOARD
MEMBER, NATIONAL COUNCIL ON INDEPENDENT LIVING

Ms. WEBB. Thank you, Mr. Chairman. Members of the Sub-
committee, thank you very much for the opportunity to be here
with you today.

My name is Susan Webb. I am executive director of the Arizona
Bridge to Independent Living, and I am also a board member of the
National Council on Independent Living, or NCIL, and I chair
NCIL’s Subcommittee on Social Security issues.

Representative Bunning, on the last day of the 104th Congress,
you presented a statement before the House floor that gave a very
deplorable statistic: That 1 in 1,000 people who ever get onto SSDI
voluntarily leave those rolls.

And I guess my purpose here today is I am the 1 in 1,000 who
made it.

Chairman BUNNING. Congratulations.

Ms. WEBB. Thank you. Twenty-three years ago I fell off a motor-
cycle at a company picnic. It happens. And I woke up 2 days later,
having permanently and irreversibly lost the use of 60 percent of
my body.

For the next 3 years I took advantage of the SSDI Program, and
it was my safety net that enabled me to live independently in the
community while I rehabilitated both physically, medically and vo-
cationally.

Now, at the end of that time, I used the trial work period to re-
turn to work. I have been gainfully employed full time without
interruption for the past 20 years.

Now, as near as I can figure, the American taxpayer spent about
$29,000 on SSDI benefits to me and vocational rehabilitation serv-
ices. I am very proud to tell you today that in 1 of those 20 years
that I have been employed, I paid back every penny of that $29,000
in taxes. Admittedly, it was a good year.

The other 19 years I did not make quite that much, but I figure
that still as an employed person I was making a personal invest-
ment in the greatest country in the world.

Now, you might assume that if I can do it, why are not all the
other millions of people that are receiving SSDI doing the same
thing. Well, the fact is that I was very, very lucky.
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Everything fell into place for me. My medical care issue was not
a problem, because I was insured by two different private health
care coverers at the same time.

A key issue was that the Social Security Administration did not
hassle me. I went through the 5-month waiting period. I got into
the system. I did not have lengthy appeals. I did not have to get
an attorney. While I was on the system, they did not hassle me.
They did not overpay me.

And so when it was time to go back to work it was not a fear
for me. I did not fear going back to work, that the SSA was going
to come and beat up on me over it. So it seemed the logical thing
to do to try work, because I felt that if it did not work out for what-
ever reason, I would still be able to use the SSA as my safety net.

I had a car that was paid for. Transportation was not an issue.
My family was supportive. My uncle built a ramp and put in grab
bars so I did not have to go into expensive—well, I do not know
what the euphemism is, but we call them nursing homes where I
live. I was able to stay and rehabilitate in the community.

And the fact was that my disability was not that severe. Quite
frankly, I do not need help with toileting, dressing, bathing, meal
preparation. I do not need help on the job in terms of personal as-
sistance services, sign language interpreters or job coaches. People
who need those kinds of things need extra support, and those
things are not available to you today to any appreciable extent if
you do in fact work.

The other factor was that jobs were available, just like today. We
are in a really good economy. This is the best time right now for
people, in a post-ADA era, in a strong economy to return to work.
We are there now to where I think we can do some of the things
that I availed myself of back in the seventies.

Today my colleagues and I come to you with a proposal. This pro-
posal was developed in Houston, Texas, this year where 40 consum-
ers from around this Nation who had lived it—had been there—
who had been on the system, got together in a room, and answered
one fundamental question: What is it going to take for people with
disabilities on SSI and SSDI to return to work?

We believe, Mr. Chairman, and Members of the Subcommittee,
we have answered that question. We believe that it is a reasonable
and it is a cost-effective proposal. But I am here to tell you I am
not an economist. I do not have a Ph.D. in anything.

All T know is that I lived with this, and I got off the system be-
cause the system was there for me when I needed it in a rational
way. Today it is not for most beneficiaries.

Our proposal fixes that, because it is finally the consumer voice
from people who really know what needs to be done.

I caution you that we cannot take a piecemeal approach. This
has got to be comprehensive, and I applaud your leadership and I
look forward to your leadership in taking it beyond the jurisdiction
of this Subcommittee, and taking it to a massive, comprehensive
solution.

No more studies. No more demonstration projects. No more
Band-Aids. No more delays. Millions of people are counting on you
to be an integral part of Workforce 2000.
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That completes my comments, Mr. Chairman. I welcome any
questions.
[The prepared statement follows:]

Statement of Susan Webb, Executive Director, Arizona Bridge to Independ-
ent Living; and Board Member, National Council on Independent Living

Mr. Chairman, members of the subcommittee, thank you for your interest in
disability-related issues. Thank you for inviting me to be with you today. My name
is Susan Webb, and I am the Executive Director of the Arizona Bridge to Independ-
ent Living (ABIL), Board Member of the National Council on Independent Living
(NCIL), and chair of NCIL’s Social Security subcommittee.

Representative Bunning, on the last day of the 104th Congress you delivered a
statement from the House floor that included a deplorable statistic: 1 in 1,000 SSDI
beneficiaries voluntarily leave the rolls to return to work. I am here today is as a
representative of that statistic. I am the 1 in 1,000 who did so. Twenty three years
ago I fell off a motorcycle while attending a company picnic. I woke up two days
later with 60% of my body permanently and irreversibly paralyzed. After three
years of physical and vocational rehabilitation I used the SSDI Trial Work Period
to return to work. I have worked full-time without interruption for the last 20 years.

As near as I can estimate, the American people provided me with approximately
$29,000 in SSDI and Vocational Rehabilitation Services (allowing 20% for adminis-
trative overhead). I am proud to say that in one year during the last twenty (admit-
tedly a good year!) I paid back every cent of that $29,000 in taxes. As for the taxes
I paid during the other 19 years, well, I figure that’s an investment in the greatest
country in the world. Clearly, my returning to work was far more cost-effective for
our Nation than if I had not returned to work. And, of course, my lifestyle is far
closer to the American Dream as a result.

Now, you might be inclined to assume that if I did it, so can the millions of other
SSDI recipients. Unfortunately, I am the exception rather than the rule because I
was very, very lucky. Many components involved in my achieving this goal hap-
pened to fall perfectly into place for me. It obviously does not happen that way for
the vast majority of SSDI beneficiaries. For example:

1. My medical expenses were completely covered as I was dually insured by an
employer-provided healthcare policy and as a dependent on my husband’s policy. Al-
though they did not cover all the cost of assistive technology (formerly called dura-
ble medical equipment), my employer had purchased short-term disability insurance
which provided me with $100 per week for 26 weeks. I used this income to purchase
the additional equipment I needed to achieve independence.

2. The Social Security Administration didn’t hassle me about eligibility for bene-
fits. After the five-month waiting period I began receiving cash benefits without
lengthy appeals. I received accurate information on options available to me includ-
ing the Work Incentives. I received no threats or letters of “overpayments.” In short,
I was not afraid to leave the rolls as I had not had a threatening experience with
the SSA to begin with. It never occurred to me to worry about what would happen
if for some reason I found I did not have the endurance to work successfully. I as-
sumed the safety net of the SSA would be there for me if I needed it.

3. I owned an automobile that was fully paid for. Having transportation that en-
abled me to come and go whenever and wherever I needed allowed much greater
opportunity to continue with outpatient therapy, attend college and ultimately re-
turn to work.

4. State Vocational Rehabilitation was relatively new as the Rehabilitation Act of
1973 had just been adopted. My VR counselor was focused on counseling rather
than the professionalized, process-oriented, bureaucratic system we have today. She
was actually helpful in advice and guidance while I made my own decisions about
the direction of my life.

5. My family was supportive. I went to live with an aunt and uncle for six months.
My uncle built a ramp and installed grab bars. They had two children living at
home with disabilities. They knew I needed time to practice independent living
skills to become completely independent and avoid institutionalization in expensive
nursing homes. I have never been institutionalized due to the support available to
me that enabled me to adjust while living and functioning in the community.

6. My disability is not as severe as that of many others. I was young, healthy and
strong when my accident occurred. I do not need personal assistance for bathing,
dressing, toileting, meal preparation or housekeeping. I do not need personal assist-
ance on the job such as job coaches, sign language interpreters, readers, etc. For
those who need these services, working is only possible when such services are
available, preferably on a co-pay or tax credit basis.
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7. When I started back to work, the economy was good, jobs were available. My
employer, Michigan Bell, had just been selected by the President’s Committee on
Employment of the Handicapped (now the President’s Committee of Employment of
People with Disabilities) as “Handicapped Employer of the Year.” I had marketable
skills and training. I worked for the Bell System/AT&T for 12 years in two states.
Accommodations, when I needed them, were made willingly. I was part of the team
and considered a valuable employee.

My colleagues and I come to you today with a proposal developed by those of us
who have “been there.” On January 31 and February 1 of this year, 40 consumers
with disabilities, most of whom have been on SSI or SSDI, assembled in Houston,
Texas to answer one fundamental question: What will it take so that SSI/SSDI
beneficiaries can reduce our dependency on these systems by starting or returning
to work? We believe that finally a comprehensive proposal from those of us whose
very lives depend on this system have come forward with a document demonstrating
a cost-effective, reasonable answer to that question.

As NCIL’s representative at the Houston conference, I was one of the five steering
committee members facilitating the position development. NCIL’s Board of Directors
formally adopted the position at our Board meeting in March, 1997. It is important
to note, however, that this position is representative of people across the Nation rep-
resenting a cross-disability, cross-country, multi-cultural perspective. It stands on
its own merit as a comprehensive document that should be used as a jumping-on
point to other stakeholders as partners in a cohesive, bipartisan movement toward
successful (re)entering the workforce for millions of Americans with disabilities.

The National Council on Disability plans to issue a report to you within a week
that details all of the provisions of the position. For the sake of brevity, however,
I offer you the following summary of our position:

THE PROBLEM:

¢ Only 1 in 500! DI beneficiaries voluntarily leave the rolls.

* Few beneficiaries know of or use the current work incentives.

¢ Linkage between benefits perpetuates “all-or-nothing” focus (e.g. beneficiaries
lose healthcare coverage if they leave the rolls)

« State VR system is the only option for SSA referrals for return-to-work services.
VR serves only a small percentage of these referrals.

¢ SGA earnings cliff discourages work.

¢ Lengthy eligibility determination, lack of consistent information by SSA, and
lack of confidence in SSA disincents work attempts.

GUIDING PRINCIPLES FOR PROPOSED SOLUTION:

e System change must include incentives for all stakeholders: beneficiaries, em-
ployers, insurers, public and private vocational providers, taxpayers, SSA.

e SSI and DI programs need to be simplified/consolidated.

* Changes must be comprehensive. Piecemeal solutions have never worked.

e Focus must be on reduction of dependency on the system rather than whether
an individual fully leaves the rolls.

* Proposed solutions must be revenue neutral or demonstrate savings to the trust
fund and/or general fund.

» Systems must focus on the relationship between beneficiaries and employers.
SSA should not be gatekeeper or be in the business of vocational services. Bene-
ficiaries must control and be primarily responsible for the own return-to-work plan.

HIGHLIGHTS OF POSITION:

Increase Choice in Employment Services and Providers:

¢ Consumers/beneficiaries take responsibility for choosing among providers of re-
turn-to-work employment services, both public and private.

¢ Providers of employment services are reimbursed upon attainment of milestone
outcomes, e.g., after completing training, after job placement, after a period of time
on the job.

1According to a General Accounting Office report submitted to the Ways and Means Sub-
committee on Social Security Disability in 1996. Representative Bunning’s statement from the
House floor used a 1 in 1,000 statistic.
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Streamline SSI/SSDI Work Incentives:

» SSI and SSDI benefits should be reduced $1 for every $2 earned above $500
in earned income. Reductions should be made in $50 and $100 increments. This
would allow low wage earners or those only able to work part time to work as much
or as little as their disability allows but would still reduce dependency on the sys-
tem. The incremental offsets would reduce the accounting burden and the historical
inaccuracy of determining benefit reductions monthly.

* Eliminate existing complexities: e.g., Trial Work Period and Extended Period of
Eligibility. The offsets described above would achieve the safety net needed to en-
courage return-to-work attempts but would do so in a manner more consistent with
transitioning rather than reaching an “earnings cliff” associated with the existing
TWP and EPE.

¢ Eliminate Substantial Gainful Activity (SGA) except as it relates to initial SSDI
eligibility. We understand that an earnings benchmark is needed to identify when
an individual is considered “employed” by the very nature of SSDI being an income
replacement program when loss due to disability occurs. However, beyond initial eli-
gibility, it serves as an earnings cliff and bears no relevance on ability or inability
to work, especially if the 2:1 offset proposed above is adopted.

¢ Retain the Plan to Achieve Self-Support (PASS) Program and apply it to SSI
and SSDI beneficiaries. The PASS Program has been criticized recently for being
underutilized, poorly managed by the SSA and used by beneficiaries with little suc-
cessful outcome. We believe the PASS program represents a viable means for bene-
ficiaries to ease back into the workforce by setting aside earned income for pre-
employment expenses, such as specialized transportation, job coaching, sign lan-
guage interpreters, personal assistance services, assistive technology and specialized
transportation. We believe that the lack of usage and questionable success of the
PASS Program is directly related to the fact that other barriers described in this
proposal have not been addressed simultaneously. We believe the PASS Program
would be immensely successful if implemented as part of a comprehensive public
policy around (re)entering the workforce.

¢ Improve SSA accountability by establishing an independent, federally-funded
oversight body that includes all stakeholders (51% consumers) who approve employ-
ment-related regulations and monitor their implementation. As evidenced in recent
history by such progressive endeavors as the Americans with Disabilities Act, public
policy should be shaped by the Americans whose lives are affected. Personal ac-
countability and responsibility can only be achieved when those expected to be ac-
countable and responsible have the major voice in the programs imposing the expec-
tation. A consumer-controlled oversight entity will achieve this goal.

Remove Financial Disincentives to Work:

¢ Establish an Impairment Related Work Expense Tax Credit for SSI/SSDI bene-
ficiaries who work to cover 75% of the cost of impairment related expenses up to
a maximum of $15,000 per year. Phase out at an income level of $50,000 and end
at $75,000. Individuals with the most severe disabilities (e.g. needing attendant
services, sign language interpreters, job coaches) are the most difficult to employ be-
cause these expenses are rarely considered a “reasonable” accommodation for an em-
ployer to provide. Further, expenses for assistive devices such as motorized wheel-
chairs, lift-equipped vans, prosthetic limbs, etc. that make some individuals more
employable are expensive and often not considered “medically necessary” such that
health insurance would pay for these items. A tax credit would offset these expenses
only when the individual is employed, thereby providing an incentive to actually go
to work. Tax credits also apply only to actual disability-related expenses rather than
“one-size fits all” cash benefits that offer no incentive to work.

e Current IRWE tax deductions should be extended to include expenses related
to preparation for and traveling to and from work. The need for in-home personal
assistance services and specialized transportation are a major barrier to employ-
ment. Tax deductions for these expenses would help offset these costs.

Enhance Employer Incentives:

e Implement a FICA exemption (50% first year, 75% second year and 100% third
year). This incentive would be attractive to small and medium sized businesses
whose fear of hiring persons with disabilities might be willing to give it a try in
order to reap the FICA savings. The proposal assumes that after the third year, the
employee will have become an indispensable part of the team.

¢ Implement a tax credit for true expenses such as increased workers’ compensa-
tion costs, healthcare insurance, worksite modifications, sign language interpreters,
print materials in alternative formats, on-the-job personal assistance, job coaches,
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etc. Although numerous studies conducted over the years by corporations such as
McDonald’s and Dupont demonstrate that the cost of accommodations is minimal,
many employers still fear that one-in-a-million case where the costs are extraor-
dinary. This provision is to allay that fear but still provide a safety net for the rare
circumstance where an employer is extraordinarily burdened.

« Establish an insurance fund that would cover employers’ extraordinary ex-
penses. Premiums could be taken as a tax credit. This would be an added benefit
to allay employer fears.

Extend Medical Services:

» Establish a Medicaid buy-in to allow consumers to buy Medicaid on a sliding
scale according to adjusted gross income after deductions for Impairment Related
Work Expenses.

» Establish a Medicare buy-in after current coverage ends. Premium should be
10% of adjusted gross income in excess of $15,000. Current Medicare premiums are
typically considered too expensive by most beneficiaries, especially those unable to
work full time.

¢ Encourage states to provide personal assistance services to workers with dis-
abilities on a co-pay or premium basis similar to the Medicare buy-in.

e Include a wrap-around provision in Medicare and Medicaid to fill gaps in
employer-provided health insurance.

¢ Encourage states to provide equal access to psychiatric services including co-
pays.

We realize that at first blush these recommendations might lead you to ask:
“After all these benefits, what would be leftover from earnings to add to the tax
base? Isn’t this a little excessive? How will this possibly save the trust fund and/
or general fund?” We are in the process of developing a means to cost-out this pro-
posal. However, it is important to recognize these proposal provisions in the context
of a large consumer base. No one consumer or employer would use all of them. The
proposal is designed to offer the widest latitude to pick and choose those provisions
that will incent a particular individual or employer. Our goal was to develop a pro-
posal that would include all the flexibility needed to anticipate the characteristics
of a broad base of consumers and employers. For example, the 2:1 offset would be
attractive to a consumer who is only able to work part time or sporadically. For a
consumer who begins work at a high wage, he/she will not be eligible for the offset.
For those consumers whose accommodation needs are minimal, the employer would
absorb the cost as a reasonable accommodation and, therefore, the consumer would
not claim a tax credit.

By having the courage to make the massive changes envisioned here people with
disabilities will gain a significant foothold on realizing the full promise of the Ameri-
cans with Disabilities Act of 1990 by finally achieving equality with our non-
disabled peers in achieving full economic independence and inclusion in the main-
stream of American life. Not only will we the people with disabilities benefit but
so, too, will those who provide employment services to us, those who employ us,
those who insure us, and most importantly, the taxpayers who unwillingly finan-
cially support us.

We recognize this is a massive undertaking. We applaud this committee’s leader-
ship in bringing this issue to the forefront. We ask for your continued leadership
in shaping an effort that will go beyond the jurisdiction of this committee to encom-
pass both sides of the aisle and both houses of Congress. Anything less than a com-
plete solution will only be a Band-Aid that WILL NOT WORK. If, however, we wage
a massive systems change, millions of Americans with disabilities, hopelessly living
in poverty today, will be successful, contributing members of Workforce 2000.

Chairman BUNNING. Thank you very much for your statement.
Ms. O’Day.
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STATEMENT OF BONNIE O’DAY, MEMBER, NATIONAL COUNCIL
ON DISABILITY

Ms. O’'DAY. Good afternoon, Mr. Chairman and Members of the
Subcommittee. My name is Bonnie O’Day, and I am a member of
the National Council on Disability. I was listed as chair in your
program. I am not chair. I am chairperson of a Subcommittee that
deals with Social Security return to work issues.

The National Council on Disability is a 15-member body ap-
pointed by President Clinton and confirmed by the Senate to advise
Congress and the President on disability issues. We are an inde-
pendent Federal agency that offers such advice and counsel.

And today we are here to reflect the thousands of voices of indi-
viduals with disabilities throughout this country who want to work.
These individuals are anxious to reap the gains of the Americans
with Disabilities Act passed by Congress in 1990, and also to in-
creaﬁe the tax base by paying taxes because they have returned to
work.

However, we have found that individuals with disabilities face
tremendous financial barriers if they want to achieve this goal.

We are here today as the culmination of an intensive effort to re-
flect the voices and gain the input of individuals with disabilities.
This input started when we convened a summit last year of over
400 people which culminated in a report entitled “Achieving Inde-
pendence.”

The employment recommendations from that report were the
basis of the meeting that the National Council pulled together in
Houston that Ms. Webb alluded to. These individuals were people
who had been on SSI and SSDI but had made themselves experts
in the system, and they assisted the Council by coming up with a
list of proposals which you will hear about in just a moment.

We took those proposals out to the community to obtain some
grassroots support and input. We are subsequently going to revise
our original recommendations and would like to submit a final re-
port for the record as soon as it is completed—probably sometime
in August.

The primary finding from the hearings is that for many partici-
pants it does not pay to go to work. The barriers that individuals
face are extremely complex, and a holistic, non-Band-Aid approach
solution will be needed to assist individuals in overcoming those
barriers.

There are many of those barriers for which this Subcommittee
does not have jurisdiction. However, we are asking you, Mr. Chair-
man, and Members of your Subcommittee, to provide leadership
among your colleagues in the House on addressing such issues.

As you said yesterday, health care is probably the number one
barrier for individuals with disabilities who wish to return to work.
The administration and Members of Congress are working to try to
address this issue during the budget reconciliation discussions and
we would ask for your support in this endeavor.

Additionally, we ask your support in providing tax incentives for
employers, so that individuals with disabilities will not face dis-
criminatory barriers and other barriers as they return to work.

But I would like to spend most of my time today talking about
work incentives that are within the jurisdiction of your Subcommit-
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tee that you can help us address. First of all, with regard to the
SSDI system, when an individual goes to work, once they earn
$500, they face what we call an income-earnings cliff.

They lose their entire benefit package as soon as they make that
first $500. According to an individual from Minnesota named May-
nard Bostrom, you either stay under $500, or you earn enough
money to make it worthwhile. According to statistics out of Virginia
Commonwealth University that’s about $24,000.

Additionally, we believe that the $500 income exclusion needs to
be indexed to inflation, and that individuals should be able to keep
$50 of benefits for every $100 earned, to provide a ramp, rather
than a cliff off the system.

We believe that eliminating this work incentive will drastically
improve the number of individuals with disabilities who can return
to work. If 5 percent of individuals return to work, this will make
this a cost neutral proposal.

Additionally I would like to spend just a moment addressing the
Ticket Proposal submitted by the administration. We do support
the Ticket Proposal, but believe that individual milestones should
be considered during the payment mechanism.

We also believe that an independent evaluation needs to be fund-
ed by a certain percentage of the Social Security Trust Fund that
allows organizations to be able to evaluate the programs and obtain
consumer input on the programs and their services.

Chairman Bunning, thank you very much for allowing us to tes-
tify today. We look forward very much to submitting our final re-
port for the record. Thank you.

[The prepared statement follows:]

Statement of Bonnie O’Day, Member, National Council on Disability

Thank you Mr. Chairman and distinguished Members of the Subcommittee, for
this opportunity to testify on barriers preventing Social Security disability recipients
from returning to work. I am Bonnie O’Day, a member of the National Council on
Disability (NCD), a fifteen-member Council appointed by the President and con-
firmed by the U.S. Senate to advise Congress and the President on matters affecting
people with disabilities. As an independent federal agency, our purpose here today
is to reflect the voices of hundreds of consumers around the country who wish to
work. They want to fully reap the gains made during the last several years resulting
from the Americans with Disabilities Act by contributing their talents to the econ-
om}{ and paying taxes, but they face tremendous financial barriers to realizing this

oal.

NCD’s Action Proposals are the culmination of an intensive campaign to hear
from beneficiaries, advocates and grassroots leaders. We began in 1996 with a sum-
mit of approximately 300 people with disabilities, which generated Achieving Inde-
pendence, a policy roadmap for the 21st Century. The employment recommendations
from this report served as the springboard for a 2% day working conference of 40
consumer/advocates, most of whom had direct experience with SSI DI, and all of
whom are very knowledgeable about disability employment issues. The group gen-
erated a series of proposals for overcoming those barriers. NCD subsequently took
those proposals to the community through a nationwide series of 13 public hearings,
and received oral and written testimony from people with disabilities, their advo-
cates and service providers.

The primary finding of the hearings is that, for many people, it doesn’t pay to
work. The barriers to work are extremely complex, and a holistic, system-wide ap-
proach is needed to eradicate these barriers. While we realize that many of our pro-
posed solutions lie outside the jurisdiction of this committee, we request that you
play a leadership role in assuring that health care coverage, SSI work incentives,
tax credits for personal disability-related expenses, and employer tax credits, are ad-
dressed by your colleagues. Those recommendations, along with those within your
purview, are detailed in a soon to be released report which the Council would like
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to submit for the record. Today, I will address those recommendations within the
purview of this Subcommittee.

SSDI WORK INCENTIVES:

Existing SSDI work incentives themselves are a major employment barrier, espe-
cially for part-time workers who can’t earn enough to make up for loss of their en-
tire benefit package. People with disabilities who earn $500 per month face a sud-
den loss of benefits: a cliff. According to Maynard Bostrom from Minnesota, “Now,
you either stay under $500 or get a position that pays high enough to make it work
it,” over $24,000 per year, according to the Employment Support Institute at Vir-
ginia Commonwealth University. NCD recommends that the current level of Sub-
stantial Gainful Activity (SGA) be indexed to inflation, and that SSDI cash benefits
be reduced $50 for every $100 of earnings above the SGA level to provide a “ramp”
rather than the current “cliff” off the benefit rolls. Individuals eligible for the $1,000
Blind SGA amount could choose either to remain under current rules or switch to
the $500 SGA and $50/$100 reduction. This recommendation would eliminate the
need for the nine month Trial Work Period, which is confusing to beneficiaries, com-
plex to administer, and generally results in SSDI overpayments. Preliminary esti-
mates show that a mere five percent of DI beneficiaries must return to work, earn-
ing more than $500 per month, for this proposal to be cost neutral.

We further recommend that Congress ensure continued eligibility for both SSI
and DI as long as the individual remains disabled. Beneficiaries would receive cash
benefits only when their income was low enough to qualify. This would allow people
whose disabilities permit only intermittent employment, such as people with MS or
psychiatric disabilities, to work to their capacity, without the need to reapply for
benefits during periods of symptom exacerbation. The process of Continuing Disabil-
ity Review (CDR) should be based upon SSA’s established schedule, rather than pre-
cipitated by the individual’s attempts to work.

CHOICE IN REHABILITATION PROVIDERS

A substantial portion of SSDI beneficiaries could work if they had informed
choices and access to training programs, employment counseling, adaptive equip-
ment and transportation, or resources needed to start their own businesses. We sup-
port the “Ticket to Independence” proposal, but suggest that providers be reim-
bursed based upon milestones, e.g., after a consumer has completed training, after
job placement, and after a period of employment.

To ensure success of the ticket proposal, Congress should designate a certain per-
centage of the Trust Fund for a competitive grant program for information dissemi-
nation about return-to-work options and incentives. Independent evaluations of re-
habilitation providers should be funded, to give potential workers consumer-based
information to aid in their decision making. The funding should also provide for ad-
vocates to assist in resolving disputes between consumers and providers.

Congressman Bunning, thank you for the leadership that you and your colleagues
on the Subcommittee on Social Security have shown in helping people with disabil-
ities return to work. Your leadership on this issue will allow thousands of citizens
with disabilities to become taxpayers, and realize the ADA’s promise of independ-
ence and full productivity. We look forward to submitting our Barriers to Work: Ac-
tion Proposals for the 105th Congress report into the record.

—

Chairman BUNNING. Thank you, Ms. O’Day.
Mr. Young, if you would be so kind as to testify.

STATEMENT OF TONY YOUNG, PUBLIC POLICY ASSOCIATE,
UNITED CEREBRAL PALSY ASSOCIATIONS, INC.; AND
COCHAIR, CONSORTIUM FOR CITIZENS WITH DISABILITIES
VOCATIONAL WORKING GROUP

Mr. YOUNG. I am Tony Young, public policy associate with the
United Cerebral Palsy Associations, and a former SSDI beneficiary.
Today I speak on behalf of the Consortium for Citizens with Dis-
abilities Vocational Working Group.
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Recent reports cite five interdependent barriers to work for SSDI
beneficiaries and SSI recipients. CCD recommends solutions that
extend health benefits for working beneficiaries, streamlines work
incentives, makes work pay, enhances consumer choice of provid-
ers, and researches ways to increase work opportunities.

As you have heard, the all or nothing design of the SSDI Pro-
gram prevents most beneficiaries from working. Unlike the SSI
Program, where recipients who work lose $1 in cash assistance for
every $2 earned, DI beneficiaries lose all cash assistance after $500
per month.

This working beneficiary falls off a net income cliff when earning
only $6,000 a year, and does not recover the same net income until
earnings reach $24,000 annually. An SSI recipient’s net pay in-
creases until they hit their income cliff as they reach their State
Medicaid threshold and attempt to purchase medical coverage.

Ironically, most beneficiaries who attempt to work find it so cost-
ly that they cannot afford to continue. They feel they are finan-
cially and medically supported for remaining on benefits, yet finan-
cially and medically penalized for working.

If a work incentive similar to the SSI Program was instituted for
SSDI, including a buy-in to medical coverage, beneficiaries would
work to the maximum extent possible. This would mean savings to
the trust fund as they began to forgo all or some of their cash as-
sistance.

We know this solution has been determined by CBO to have high
costs. We respectfully yet strongly disagree with the assumptions
underlying these results. CCD urges the Subcommittee to work
with us to develop state-of-the-art computer models for anticipating
work efforts and the resulting benefit savings.

Consumers must be able to choose from among all public and pri-
vate providers of employment services, paid using an outcome-
based milestone payment system. Limiting choice to vocational re-
habilitation agencies will quickly overwhelm a system that is al-
ready struggling to serve only some of the individuals with disabil-
ities who request their assistance.

In addition, the range of SSDI and SSI beneficiaries in the sys-
tem now demands that we focus the full capacity of the Nation’s
employment and training resources on assisting them to work.

Implementing choice is a critical component. CCD recommends a
commission with equal representation from consumers, providers
and employers be appointed to assist SSA in this effort. It should
research, model, test and recommend the structure of the program
to SSA and the Congress by a date certain.

Work in the information age recognizes that technology can en-
hance the abilities of all workers. A work disability exists when a
person with an impairment does not have all the supports needed
to work. Medical rehabilitation, assistive technology, and employ-
ment training when combined with work incentives that accommo-
date lifelong physical or mental disabilities can open many employ-
ment opportunities to beneficiaries.

Some of these solutions lie beyond this Subcommittee’s jurisdic-
tion. We discussed them because a comprehensive solution is re-
quired that engages each of the stakeholder groups on this issue—
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consumers, providers, employers, policymakers, and taxpayers—in
reducing cash assistance for beneficiaries through work.

We seek opportunity, employment and freedom, rather than de-
pendence. Sometimes we will attain self-sufficiency and require
only opportunity and accommodations from society. Many times we
will earn most of our support, but will need help to ease the ex-
traordinary expense of working with disabilities.

More than occasionally, even our maximum work effort will re-
quire some ongoing cash assistance, and inkind support from soci-
ety. In all instances, we are highly motivated to be working mem-
bers of society, contributing what we can, and taking only that
which we need to survive and prosper.

In all instances, the opportunity exists to reduce the dependence
of beneficiaries on cash assistance, and to minimize public expendi-
ture on inkind support.

Thank you for your attention. I will be happy to answer any
questions you might have.

[The prepared statement follows:]

Statement of Tony Young, Public Policy Associate, United Cerebral Palsy
Associations, Inc.; and Cochair, Consortium for Citizens with Disabilities
Vocational Working Group

These Signatory Organizations Support This Statement in Principle

Alliance for Rehabilitation Counseling Inter-National Association of Business,
(NRCA/ARCA) Industry, and Labor

American Network of Community National Association of Developmental
Options and Resources Disabilities Councils

American Rehabilitation Association National Association of Protection and

American Association on Mental Advocacy Systems
Retardation Paralyzed Veterans of America

Bazelon Center for Mental Health Law The Arc of the United States

Goodwill Industries International United Cerebral Palsy Associations, Inc.

International Association of Psycho-
Social Rehabilitation Services

Thank you, Mr. Chairman and distinguished Members of the Subcommittee, for
this opportunity to testify on Barriers Preventing Social Security Disability Recipi-
ents From Returning to Work. I am Tony Young, a Public Policy Associate with the
United Cerebral Palsy Associations, Inc., and a former SSDI beneficiary. Today I ap-
pear before you representing the Consortium for Citizens with Disabilities Voca-
tional Working Group. Reflecting the complex interrelations between Social Security
and employment, the Vocational Working Group consists of expert members from
the CCD Task Force on Social Security and the CCD Task Force on Employment
and Training. CCD is a coalition of almost 100 national disability organizations
working together to advocate for national public policy that ensures the self-deter-
mination, independence, empowerment, integration and inclusion of children and
adults with disabilities into all aspects of society. The CCD Social Security Task
Force monitors federal policy that impacts upon SSDI beneficiaries and SSI recipi-
ents. The Employment and Training Task Force monitors federal policy that effect
employment of people with disabilities.

Recent reports from sources as varied as the General Accounting Office (GAO),
the National Academy of Social Insurance (NASI), the National Council on Disabil-
ity (NCD), the Consortium for Citizens with Disabilities (CCD), the Employment
Support Institute at the Virginia Commonwealth University (ESI) and the Return
To Work Group (RTW) all demonstrate that there are five principal barriers to the
employment of individuals with significant disabilities who are SSDI beneficiaries
and SSI recipients (SSDI/SSI beneficiaries).

The barriers are:

1. The loss of health benefits; 2. The complexities of current work incentives; 3.
Financial penalties of working; 4. Lack of choice in employment services and provid-
ers; and, 5. Inadequate work opportunities.

The solutions are:



91

1. Extend Health Benefits; 2. Streamline Work Incentives; 3. Make Work Pay; 4.
Enhance Consumer Choice of Services and Providers; and, 5. Help Employers to
Employ Individuals with Significant Disabilities.

It is generally agreed that all of these barriers must be solved in order to em-
power individuals with significant disabilities to go to work. We recognize that some
of these solutions lie beyond the jurisdiction of the Subcommittee on Social Security,
and even beyond that of the Committee on Ways and Means. Nonetheless, while we
will focus our testimony on issues under the Subcommittees’ jurisdiction, we chose
to discuss the full range of these solutions with this Subcommittee for three impor-
tant reasons:

1. All of these barriers must be resolved in order to empower individuals with sig-
nificant disabilities to go to work. The major studies of the disincentives to work
done by the General Accounting Office, the National Academy of Social Insurance,
and the Employment Support Institute all agree that to truly solve this problem,
a comprehensive solution is required.

2. It is important to note that these solutions address issues faced by not only
people with disabilities. There are five stakeholder groups with a direct interest in
this issue: individuals with disabilities; providers of employment services; employ-
ers; policymaker, especially the US Congress, and, taxpayers. Each of these stake-
holders holds a portion of the answer to the puzzle of employment for SSDI/SSI
beneficiaries. Without the willing participation of each stakeholder to implement the
solutions, there is no hope of achieving the desired outcome of reducing cash assist-
ance payments for SSDI/SSI beneficiaries through work.

3. The Subcommittee, especially through its Chairman and Ranking Member, has
demonstrated leadership and strong interest in crafting solutions to barriers to em-
ployment for SSDI/SSI beneficiaries. We strongly encourage the Subcommittee to
carry on in its leadership role on this issue in the areas under its jurisdiction, and
continue to work in a bipartisan, cooperative mode with other Committees and Sub-
committees, and the Administration, as appropriate, to enact a comprehensive solu-
tion to these barriers. Our goal is to work with the Subcommittee on Social Security,
along with other partners, to create an effective system that both supports employ-
ment for those who can work and early retirement for those who, due to the severity
of their disabilities, cannot work.

SCOPE OF THE BARRIERS

The solutions outlined above reflect the desire of many individuals with signifi-
cant disabilities to change the way SSDI responds to the needs of persons with work
disabilities. In the beginning SSDI was designed as an early retirement program to
provide income support for injured or ill workers who could no longer perform Sub-
stantial Gainful Activity in a post World War II Industrial economy. In the four dec-
ades that have elapsed since the inception of SSDI, the economy has changed sub-
stantially, perceptions of individuals with significant disabilities have changed sub-
stantially, and even the nature of work has changed substantially. SSDI has only
experienced technical modifications that have left it struggling to cope with a new
generation of workers with disabilities trying to obtain employment in a booming
Information Economy.

In essence, individuals with significant disabilities want to benefit from taxpayer
dollars spent on assisting our efforts to seek opportunity, employment, productivity,
and freedom rather than for dependence on cash assistance. We want to work to
the maximum of our physical and mental capacities, fully understanding that even
if we do so, some of us will not earn enough income to be economically self suffi-
cient, and some of us who are terminally ill or similarly substantially impaired will
be unable to work at all. Nevertheless, we want to engage in work the most essen-
tial of all societal activities to the greatest extent possible.

In some instances we will attain economic self sufficiency and require only oppor-
tunity and accommodations from society. In other instances we will be capable of
earning a substantial portion of our support but will require ongoing in-kind support
(e.g., primarily health care, personal assistance, and housing subsidies) from society
to help with the extraordinary expense of living and working with disabilities. In
some Instances, even our maximum work effort will still require both some cash as-
sistance and in-kind support from society. In all instances, we want to be active
members of society, contributing what we can and taking only that which we need
to survive and prosper. In all of these instances, the real opportunity exists to re-
duce the dependence of SSDI/SSI beneficiaries on cash assistance and to minimize
direct public expenditures on in-kind support.

However, the current all-or-nothing design of the SSDI program prevents most
beneficiaries from attempting to go to work. Unlike the SSI program, where recipi-
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ents who attempt work lose only $1 in cash assistance for every $2 in earned income
and can continue receiving Medicaid acute medical care, personal assistance, and
prescription medication coverage (up to State limits), SSDI beneficiaries lose all
cash assistance after earnings reach §500 per month (assuming in this example that
the Trial Work Period has expired). Further exasperating the situation, SSDI bene-
ficiaries receive free Medicare (which, because it does not cover personal assistance
and prescription medications is a lesser benefit than Medicaid) for only 36 months.
After then, they pay the full Part A premium, currently $330 monthly, to continue
coverage.

The result is that the vast majority of DI beneficiaries find that working to their
maximum capacity under the current SSDI work incentives rules is so costly that
they financially cannot afford to work. They feel that they are financially and medi-
cally rewarded for remaining on benefits and punished for attempting work.

analysis of these “work incentives” by the Employment Support Institute is
enlightening. They have designed a software program that can demonstrate the im-
pact on the net income of an individual receiving SSDI, SSI, or both when they at-
tempt to work. Under current rules, an SSDI beneficiary receiving the average
amount ($704 per month DI check in 1997) who attempts work falls off a net “in-
come cliff’” after earning $600 per month ($7,200 per year) and does not recover the
same net income level until earnings reach $2,000 per month ($24,000 annually).
An SSI recipient in a similar circumstance can continue earning more income and
take home more net pay after passing $600 per month because of the Sec. 1619 two
for one offset of cash assistance they have available to them. SSI recipients do not
experience the “income cliff” until they reach their State Medicaid threshold and at-
tempt to purchase medical coverage.

These are only two examples of the unfortunate situations (visit the ESI Web
page at http://www.vcu.edu/busweb/esi to review other scenarios, all of which are
significant barriers to employment for SSDI/SSI beneficiaries) that are an unin-
tended result of Federal and State social policies that were developed without a co-
ordinated purpose. The result is a conflicting maze of work incentives that all too
often rewards SSDI/SSI beneficiaries who try to work with the receipt of an over
payment letter from SSA rather than income security. No wonder less than one-half
of 1% of SSDI beneficiaries leave the rolls to work.

If a work incentive similar to the SSI Sec. 1619 program were instituted for SSDI
beneficiaries, and combined with extended health coverage, tax incentives, and
choice in providers, DI beneficiaries could work to the maximum extent that their
disabilities and other personal circumstances allowed. This would result in savings
to the SSDI Trust Fund as beneficiaries entered the workforce and began to forego
all or some of their DI cash assistance. These cash savings would grow over time
as SSDI beneficiaries gained skills and confidence. The following section discusses
a comprehensive package of changes required to implement these solutions.

BARRIERS AND SOLUTIONS

Barrier 1: Health Benefits. Access to private health insurance is increasingly cited
as the key obstacle to employment, particularly in light of the increase in part-time
work, which rarely brings access to health insurance. With underwriting practices
and limits on benefits acting as critical disincentives, many people with disabilities
must seek Social Security benefits in order to gain access to public health insurance.

Solution 1: Extend Health Benefits. An individual who is an allowed SSDI/Medi-
care or SSI/Medicaid beneficiary who returns to work, should remain in a continu-
ing disability status unless medical recovery is determined. Health coverage should
be maintained for SSDI/SSI beneficiaries going to work in three ways: 1) Continue
Medicare free until $15,000 of earned income, then with a buy-in at 10% of earned
income capped at the full Part A Medicare premium amount; 2) Establish a Medi-
care-only buy-in similar to number one above for individuals with disabilities who
would be DI eligible except for earning above SGA, capped at the full Part A Medi-
care premium amount; and, 3) Create an optional state Medicaid buy-in for working
SSDI/SSI beneficiaries.

Barrier 2: Complexity of Work Incentives. The SSDI and SSI programs both have
work incentives that are designed to assist beneficiaries and recipients to leave the
rolls by going to work. These work incentives have the potential to be effective but
they complex and incomplete and therefore are underutilized. In addition, they are
not coordinated for people who receive both SSDI and SSI. Despite intense efforts
by SSA and advocacy groups to publicize and educate SSDI/SSI beneficiaries about
these benefits, they are used by only a small fraction of those eligible. They also
are very expensive to administer and too often result in benefit overpayments that
must be returned by the payees.
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Solution 2: Streamline Work Incentives. The “work incentives” in current law
must be renamed and simplified so that SSDI/SSI beneficiaries can understand and
utilize them, and so there is a decrease in the expense of their administration. The
goal should be to modify them into easily understood and usable work facilitators
that encourage the transition from sole reliance on public benefits to economic secu-
rity primarily through employment.

Barrier 3: Financial Penalties. Enabling individuals who have been unable to af-
ford to enter or re-enter the workforce due to the economic disincentives inherent
in the current system requires the redesign of the program. This should be done in
a way that facilitates former SSDI/SSI beneficiaries to earn an income that enables
them to survive. The current SSDI structure punishes rather than rewards people
with disabilities who attempt to leave entitlement programs to work. The SSDI sys-
tem eliminates eligibility for both cash assistance and in-kind support (e.g., health
care) before the individual can earn a living wage. Whie the SSI program has Sec.
1619, SSDI has no similar work incentives. This sudden loss of support is known
as the “income cliff” and represents a significant disincentive to work.

Solution 3: Make Work Pay. A combination of declining cash assistance similar
to the SSI Sec. 1619 program, disability expense related tax credits, and tax deduc-
tions will enable individuals with significant disabilities to work. We also rec-
ommend a change in the asset limitations for SSI recipients who work to facilitate
savings and investment. This recognizes that some individuals with the most signifi-
cant disabilities will need ongoing support due to their limited earning capacities.

Declining cash assistance. An allowed SSDI/Medicare beneficiary who goes to
work should have their DI cash assistance reduced by $50 for every $100 earned
beginning at $500 of monthly earned income. The %,50/$100 sliding scale offset
would replace Substantial Gainful Activity (SGA) measures only for allowed SSDI
beneficiaries who attempt to work. SGA, defined as earnings from wages or salaries
that equal or surpass $500 monthly (for non blind disabled beneficiaries) would re-
main a principal criteria for establishing a work disability at initial eligibility.

CCD recognizes that this provision has been analyzed by CBO and determined to
have high costs. We respectfully disagree with the assumptions underlying these re-
sults. We urge the Congress to work with CCD and the Employment Support Insti-
tute at VCU 1n developing state-of-the-art computer models for anticipating work ef-
forts. The financial barriers to work for SSDI/SSI beneficiaries are real. As a nation
we must afford these individuals every opportunity to work; we certainly cannot af-
ford to trap them in a lifetime of poverty on government cash assistance payments.

Disability Expense Tax Credits. The vast majority of working Americans have
their wages supported by tax breaks, either through personal exemption; standard
or itemized deductions; or tax credits. Individuals with disabilities should be re-
warded for working through the alleviation of their extraordinary expenses of living
and working with a disability. A tax credit of one-half of all disability related ex-
penses, including personal assistance services, of up to $15,000, should be provided
for SSDI/SSI beneficiaries who are working. Costs for disability related work ex-
penses beyond those applied to the Disability Expense Tax Credit should be deduct-
ible as Impairment Related Work Expenses.

Personal assistance is defined as one or more persons or devices assisting a per-
son with a disability with tasks which that individual would typically do if they did
not have a disability. This includes assistance with dressing, bathing, getting in and
out of bed or one’s wheelchair, toileting (including bowel, bladder and catheter as-
sistance), eating (including feeding), cooking, cleaning house, and on-the-job support.
It also includes assistive technology devices and services, assistance with cognitive
tasks like handling money and planning one’s day, and fostering communication ac-
cess through interpreting and reading services.

Impairment Related Work Expense Tax Deductions. A modification of the existing
Impairment Related Work Expense tax deduction available to workers who itemize
deductions on their tax returns would enhance long term employment for individ-
uals with significant disabilities. This modification would allow former SSDI/SSI
beneficiaries to deduct costs of disability related work expenses beyond those cov-
ered by the proposed disability expense tax credit.

Facilitate Savings and Investment. SSDI/SSI beneficiaries who work should have
their unrestricted asset limitation raised to $5,000 (indexed to inflation). “Super
IRA’s,” “qualified plans” and medical savings accounts should be exempted from this
resource limitation. These plans allow savings for education, medical emergencies
or retirement.

Barrier 4: Consumer Choice of Services and Providers. People with disabilities
who are SSDI beneficiaries or SSI recipients have no choice in the providers of their
services. Consumers are assigned to a service provider, which by law must be a
state vocational rehabilitation agency, usually by type of disability rather than type
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of services required. Consumers who determine that they are not receiving appro-
priate or high quality services generally have no recourse other than to purchase
services themselves from private vendors. Given the cost of private services and the
state of most consumer’s finances, this is an option very few can afford.

Solution 4: Enhance Consumer Choice of Services and Providers. Active participa-
tion in the rehabilitation process is a proven method for increasing the chances of
a successful outcome. Enabling consumers to choose their services and providers
gives the individual a feeling of ownership in the process. This choice of services
and providers treats the beneficiary as an adult, capable of making significant life
choices, thereby enhancing the individuals self-esteem and confidence. Choice elimi-
nates the conflicting signals currently sent by the referral system, which tells bene-
ficiaries they are capable enough to work, but they are not capable to select by
themselves where to go for employment and related vocational services. Choice is
also important for those individuals with cognitive impairments who may need as-
sistance in exercising choice.

Consumers must be able to choose from among the many thousands of public and
private rehabilitation, employment service, and related providers in the nation. Lim-
iting the choice of SSDI/SSI beneficiaries who want to work to only the network of
State Vocational Rehabilitation Agencies (SVRA’s) will quickly overwhelm a system
that is already struggling to serve some of the individuals with disabilities who re-
quest their assistance to prepare for and enter the work force. In addition, the sheer
magnitude of SSDI/SSI beneficiaries who may want to access services to prepare for
and go to work demands that we focus the full capacity of the nation’s employment
and training resources on assisting them to work.

Consumer choice will only work if there are a wide range of high quality, effective
public and private providers available. This means that an infrastructure that en-
ables providers to contact, recruit, serve, and to receive timely payment for having
served consumers must be designed from the ground up to be effective in this out-
come-based system.

Since 1981, Congress has required the only authorized provider of employment
services to SSDI/SSI beneficiaries SVRA’s to share the risk of assisting them to
work by reimbursing relevant service costs only after the attainment of a measur-
able outcome: returning to work at or above the SGA level. This strategy has re-
duced expenditures from the SSDI Trust Fund without significantly reducing the
numbers of those who reach SGA. It is time to modernize this risk based payment
system so that all public and private employment service providers have an incen-
tive to assist SSDI/SSI beneficiaries to work.

The updated payment system should encourage work by all SSDI/SSI bene-
ficiaries, regardless of their ultimate work capacity. Instead of rewarding providers
only for removing people from the rolls, it should reward providers for assisting peo-
ple to minimize their dependancy on cash assistance programs. Paying providers a
portion of the savings realized by the Federal Government will enable many more
people to work to their full capacity and result in greater savings than only paying
for those attaining SGA.

Payment should be made through a milestone approach. Providers should receive
partial payments at three points: When a consumer and provider agree on an em-
ployment plan; 60 days after the consumer begins employment; and when the con-
sumer completes 9 months of employment. Subsequently, providers should receive
quarterly payments equal to a portion of the savings the Government realizes due
to the reduction of the cash assistance paid to the consumer for five years. Milestone
amounts should be limited so that no more than one-third of the total payment
made to providers are received before the consumer achieves the third milestone.

Designing and implementing this program will be a significant challenge to SSA.
CCD recommends that a Commission with equal representation from consumers
and their self-selected representatives, providers, and employers be appointed and
charged with responsibility to assist SSA in this endeavor. The Commission should
have broad authority to research, model, test, and recommend the final structure
of the program to SSA and the Congress by a date certain. It is imperative that
the missteps that occurred during implementation of the Alternate Participant pro-
gram be avoided.

In any system involving negotiations between parties there will be disagreements.
Therefore, funding for advocacy services specifically designated to assist SSA’s bene-
ficiaries to resolve disputes with providers should be made available. It should pro-
tect their legal and human rights, and assist and advocate for such individuals in
their relationship with public and private providers through alternative dispute res-
olution means as necessary.

Finally, the management of the new program should be contracted to a private
sector firm on a competitive bid similar to the arrangement in the current Alternate
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Parstisclig)ant program. This will minimize the administrative burden of the program
on .

Barrier 5: Inadequate Work Opportunities. Individuals with significant disabilities
face competition from many directions in their efforts to work. Individuals who are
leaving welfare, those who are graduating from schools and colleges, and those who
are dislocated due to corporate down-sizing and economic restructuring all are com-
peting for a limited pool of jobs.

Solution 5: Help Employers to Employ Individuals with Significant Disabilities.
The Committee should study the impact of an expansion of the Work Opportunity
Tax Credit to employers for hiring and retaining former SSDI/SSI beneficiaries. It
should also study other ADA and disability related employment incentives already
available to employers.

WORK IN THE INFORMATION AGE

The new definitions generally accepted for work in the Information Age recognize
that the creative application of technology can enhance the inherent skills, abilities,
and talents of all workers. A work disability now exists as a point in time when
an individual acquires a physical or mental incapacity and can no longer perform
SGA, rather than a lifelong incapacity to do any work. However, only the applica-
tion of new techniques in medical rehabilitation, assistive technology, and employ-
ment training, when combined with the employment supports that we discussed
today which accommodate the lifelong physical or mental disability, can open this
unprecedented array of employment opportunities to individuals with significant
disabilities.

Most of us languish behind a wall of barriers made up of all the best intentions
of the policy makers who have gone before us. Only those most fortunate among us
have been able to use our unique personal circumstances to go to work. My rehabili-
tation and work experience is an example of this serendipity.

I became a C—4 quadriplegic in 1970 as a result of a body surfing accident. I was
18 years old, and just graduated from high school. My work skills and experience
included mowing lawns, raking leaves, washing cars and dishes, and three summers
as a life guard, swimming instructor and swim team coach. These jobs are not ex-
actly what you need to prepare for working in an economy of high skill, high wage
jobs, especially with a disability as severe as mine. After medical rehabilitation, I
was evaluated by the Virginia Department of Rehabilitative Services in 1971, deter-
mined to have no work potential, and sent home to live with my parents.

In 1975, I was again connected with the Virginia Department of Rehabilitative
Services and evaluated for work potential. In the few years between 1971 and 1975,
the expectations of the potential of severely disabled persons changed substantially,
mainly due to the emergence of the Independent Living Movement. I was deter-
mined to have work potential under these new expectations. I wanted to earn a col-
lege degree, and agreed to a program of study to become a computer programmer.
After one year of study, during which I demonstrated a complete and utter lack of
talent or aptitude for programming computers, I realized that I could be successful
not by accomplishing tasks directly, but by managing human and other resources
to accomplish tasks, so I changed my major to Business Administration and com-
pleted my degree program.

I initially went to work at the US Department of Agriculture as a Budget Analyst
under a Schedule A appointment which paid a salary but did not provide health cov-
erage. The only reasons why I was able to accept this opening was the fact that I
was covered under my Mother’s employer sponsored health insurance, and that as
a GS—7, I was, at that time, able to pay for some of my personal assistance services.
Without a personal assistant to help me shower, get dressed, and prepare for work,
I would have been unable to even consider working. I relied on family and friends
for the balance of my needs, such as grocery shopping, doing laundry and house
keeping, taking medications, going to the doctor, and other routine activities of life.

My next job was as the Executive Director of a Center for Independent Living.
As the boss, I could decide who to cover under our health plan and chose to cover
my entire staff as a group. Mixing employees with and without disabilities under
a small group plan was difficult even 15 years ago, but that coverage and my ability
to pay for more of my personal assistance expenses made it possible for me to con-
tinue to work.

A few years later I experienced some significant health problems that forced me
to retire from the active workforce for a time and left me with a secondary disability
and a propensity for decubitus ulcers (pressure sores or bed sores). When I recov-
ered, I worked part-time as a consultant in public policy for persons with disabil-
ities. I worked part-time because I could no longer sit in my wheelchair for the full



96

amount of time required for a full time job due to the decubitus ulcer problem. I
worked as much as I could, relying once again on my Mother’s family health cov-
erage, along with Medicare, SSDI, and volunteer personal assistance. I was re-
viewed by a Continuing Disability Review once during this period and determined
not to be performing SGA. This was a difficult and extremely trying time for me
and my family.

In 1990, technology, workplace theory and civil rights for individuals with disabil-
ities began to catch up with my disability. The introduction of the personal com-
puter and telecommuting, along with the passage of the Americans with Disabilities
Act, enabled me to accept a full-time position with the American Rehabilitation As-
sociation at an excellent salary and with health and retirement benefits. The state-
of-the-art working environment at American Rehab, including job-related personal
assistance at work, flexible working schedule, telecommuting, and accessible per-
sonal computers, enabled me to significantly advance my career. The knowledge and
experience I obtained there led me directly to the position I currently hold at UCPA.

I have been able to build some personal financial stability. This “personal safety
net,” as I call it, consists of personal savings, retirement savings, and an investment
plan for building my personal wealth. This means that I have the personal resources
to weather a financial setback without needing to immediately return to public sup-
port, and to look forward to retirement without the prospect of relying solely on So-
cial Security retirement checks. Federal policy should encourage everyone to build
this type of “personal safety net” as soon as possible. We recommend a change in
the asset limitations for SSI recipients who work to facilitate savings and invest-
ment.

None of this would have been possible without a series of fortunate circumstances.
My Mother was working, and I was covered under family health insurance that al-
lowed me to ignore the number one barrier to work: fear of losing health coverage.
I lived in my parents’ home (after accessibility adaptations) rent free, which allowed
me to afford to pay for the extraordinary expenses of living and working with a dis-
ability, thus avoiding barriers two and three: the complex work incentives and the
earnings cliff. I was not able to choose my rehabilitation provider, which meant that
I had to wait until the changing attitudes of the work capacity of individuals with
significant disabilities permeated my sole mandated service provider before I could
receive services; I might have been working years earlier had I been able to choose
other provider options. Finally, my first employer had an internal incentive to hire
me: as a Schedule A appointment, I did not count against the Branch’s FTE limit,
thus boosting the productivity of the unit substantially.

It is not in the best interests of society, either from a fiscal standpoint or from
a humanistic view, to force SSDI/SSI beneficiaries to rely on luck as a means to op-
portunity, employment, productivity, and freedom. It is certainly not in the best in-
terests of SSDI/SSI beneficiaries, as analysis clearly shows. These barriers that
were inadvertently built into the system must be removed; the physical, mental, and
financial health of SSDI/SSI beneficiaries depends upon the timely enactment and
full implementation of effective, comprehensive solutions. The financial health of the
nation demands the full participation of all of its citizens to the maximum extent
of their capabilities. The Congress has an historic opportunity to use the full range
of tools at its disposal to meet the converging needs of SSDI/SSI beneficiaries, pro-
viders of rehabilitation services, employers, and taxpayers. We are ready, willing,
and able to assist the 105th Congress to achieve this important goal.
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Mr. HAYWORTH [presiding]. Mr. Young, thank you very much for
your testimony. As you see I have some big shoes to fill. The Chair-
man’s been called away to speak on the floor, and so I am pleased
to be sitting here with my dear friend from Connecticut and hear-
ing all of your testimony.

Let’s move along now. Lorraine Sheehan, chairperson of the gov-
ernmental affairs committee of The Arc of the United States, ac-
companied by Marty Ford, assistant director of governmental af-
fairs.

Ms. Sheehan.
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STATEMENT OF LORRAINE SHEEHAN, CHAIRPERSON,
GOVERNMENTAL AFFAIRS COMMITTEE, ARC OF THE
UNITED STATES; ACCOMPANIED BY MARTY FORD, ASSIST-
ANT DIRECTOR, GOVERNMENTAL AFFAIRS OFFICE, ARC OF
THE UNITED STATES

Ms. SHEEHAN. Mr. Acting Chairman, and Members of the Sub-
committee, thank you for the opportunity to testify. We appreciate
the leadership of Chairman Bunning and Representative Kennelly
in taking a serious and long overdue look at the work incentive and
barrier issues in the Social Security Disability Program.

I want to focus on issues and problems facing people with mental
retardation. I am testifying as chairperson of the governmental af-
fairs committee of The Arc of the United States, and also as the
mother of my son, John.

John is 31 years old, has mental retardation. He works in
groundskeeping, in a Maryland State park during the summer, and
has been receiving SSI benefits since 1984. During the school year,
he works for the Marriott Corp. in the cafeteria at St. John’s Col-
lege in Annapolis.

His work is known as supported employment because he has a
job coach to assist him with job-related issues. I also want you to
know that he is well-known in his neighborhood and he is good
looking.

Many people with mental retardation receive title II Social Secu-
rity benefits as adult dependents of their parents who have retired,
become disabled or died. In addition, a growing number receive
SSDI benefits as a result of their own work history and disability.

People with mental retardation have a lifelong disability. Al-
though most can work, those who are severely disabled enough to
qualify for SSDI or SSI benefits are likely to need lifelong support
of some sort, even if they are working.

Success for many people with mental retardation must be meas-
ured in decreasing dependence, increasing productivity and com-
munity participation. It should not be measured solely in terms of
elimination of benefits. The fact that many people continue to use
section 1619 of the SSI Program without moving off should not be
viewed as a failure.

In my son’s situation, the SSI exclusion for impairment-related
work expense makes work pay. Transportation to and from work
absorbs half his earnings. The IRWE helps cover those expenses
before SSI benefits are reduced on the basis of earnings.

Due to the nature of the disability and the nature of job opportu-
nities traditionally open to people with mental retardation, many
will start as low-wage workers and will remain at lower levels of
income most of their lives, often in jobs which do not provide health
or other benefits. Many will be the last hired, the lowest paid, and
the first to be fired in any restructuring or downsizing.

While my son has been working at St. John’s College for 4 years,
previous to that he had a series of four or five jobs that lasted be-
tween 1 and 5 months. Even with the additional support of a job
coach it was, and can be, very hard to find jobs which are an appro-
priate match for the individual with mental retardation and the
employer.
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Sometimes fitting in with untrained or uninterested managers
and coworkers can be an insurmountable hurdle. In spite of that
fact, my son clearly wants to work, as others do like him. And in
spite of the Americans with Disabilities Act, and the Rehabilitation
Act it can be very difficult to find jobs which provide the right
match for people with significant cognitive limitation.

It is even more difficult to find those jobs which provide long-
term stability and support needed by an individual with significant
impairment over a lifetime. John’s two jobs are considered part
time, and do not provide health or retirement benefits.

The cash cliff of title IT and the cost of continuing Medicare are
very real barriers to work. In the SSI Program, sections 1619 (a)
and (b) allow for gradual decline in cash benefits and continuing
Mediczli{id coverage if the person needs continuing Medicaid in order
to work.

The Social Security Disability Program does not have similar
work incentives.

In addition, there are very significant complications for people
who move from SSI 1619 to the title II disability programs, and for
those who receive benefits from both title II and SSI. Typically,
when a child reaches 18, the family will sign them up for SSI, and
then the parent retires or becomes disabled, and then the individ-
ual becomes eligible for SSDI.

But the major change comes when we die, when parents die. Be-
lieve me when I say this, our greatest fear as parents of children
and adults with mental retardation, is what is going to happen to
our kids when we die. It is a thought constantly on our minds.

And in today’s world, with the title II benefits, my son could ac-
tually lose the stability of a job, as well as wondering who is going
to care for him, and all of the rest.

For my son and others like him, loss of meaningful work also
means loss of part of your identity, as for many of the rest of us.

The Arc would like to work with the Subcommittee on all of
these incentive issues. Our goal is to really make it work. And I
hope that you will be sensitive to the different needs of different
people with different strengths and limitations, and we look for-
ward to working with you.

Thank you.

[The prepared statement follows:]

Statement of Lorraine Sheehan, Chairperson, Governmental Affairs
Committee, Arc of the United States

Thank you, Mr. Chairman and Members of the Subcommittee, for this opportunity
to testify on the barriers to employment for Social Security disability beneficiaries.
The Arc of the United States has joined in the statement of the Consortium for Citi-
zens with Disabilities. We appreciate the leadership of Chairman Bunning and Rep-
resentative Kennelly in taking a serious and long overdue look at the work incentive
and barrier issues in the Social Security disability programs. I will use this oppor-
tunity to highlight and discuss in further detail the issues and problems facing peo-
ple with mental retardation.

I am testifying in my capacity as Chairperson of the Governmental Affairs Com-
mittee of The Arc of the United States and also as mother of my son John. John
is 31 years old, has mental retardation, works in groundskeeping at Sandy Point
State Park during the summer, and has been receiving SSI benefits since 1984. Dur-
ing the school year, he works for the Marriott cafeteria at St. John’s College in An-
napolis. His work is known as supported employment because he has a job coach
to assist with transitional and other job-related issues.
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TriTLE IT AND PEOPLE WITH MENTAL RETARDATION

Before I make certain basic points about the experience of people with mental re-
tardation in the Title II program, let me explain why Title II is important to people
with mental retardation. Many people with mental retardation receive “Title 1I” So-
cial Security benefits as adult dependents of their parents who have retired, become
disabled, or died. To qualify in this way for benefits based upon a parent’s work his-
tory, the adult “child” must have been disabled during childhood. This group of eligi-
b}llelgglults disabled during childhood are often referred to as “DACs” (disabled adult
child).

In addition, a growing number of people with mental retardation receive Title II
disability insurance benefits as a result of their own work history (quarters of cov-
erage) and disability.

Since the eligibility criteria and work incentive provisions of the disability insur-
ance program are applied to all of these categories of adults, the term SSDI (Social
Security Disability Insurance) is often used in references to encompass all of the
Title II disability programs (even though it is technically incorrect for encompassing
all). It is important that improvements in any of the work incentives be applied to
all people who receive Title II benefits on the basis of disability, not just those who
are technically in the SSDI program.

THE LESSONS OF SECTION 1619 AND TITLE II WORK INCENTIVES

I would now like to highlight a number of key issues regarding work incentives
for people with mental retardation, based on the experiences of people with mental
retardation as reported to us over the years by themselves, their parents, and serv-
ice providers.

¢ People with mental retardation have a life-long disability. Although most can
work, those who are severely disabled enough to qualify for SSDI or SSI benefits
are likely to need life-long support of some sort even if they are working. That need
for support will vary with the individual, depending on circumstances including age,
health, skill development, and family and community support, to name a few.

¢ Success for many people with mental retardation must be measured in decreas-
ing dependence (financial or otherwise) and increasing productivity and community
participation; success should not be measured solely in terms of elimination of bene-
fits. The fact that many people continue to use Section 1619 of the SSI program
without “moving off” should not be viewed as failure. For the people with mental
retardation involved, they have increased their own financial stability while reduc-
ing the amount of cash benefits paid out of the general treasury.

¢ In my son’s situation, the SSI exclusions for impairment related work expenses
make work pay. Transportation to and from work absorbs half of his earnings; the
IRWE helps cover those expenses before SSI benefits are reduced on the basis of
earnings.

¢ Due to the nature of the disability and to the nature of job opportunities tradi-
tionally open to people with mental retardation, many will start as low-wage work-
ers and will remain at lower levels of income most of their lives, often in jobs which
do not provide health or other benefits. Many will be the last hired, lowest paid,
and the first to be fired in any restructuring or downsizing. While my son has been
working at St. John’s College for 4 years, previous to that he had a series of 4 to
5 jobs which lasted from 1 to 5 months. Even with the additional support of the
job coach, it was and can be very hard to find jobs which are an appropriate match
for the individual with mental retardation and the employer. Sometimes, fitting in
with untrained or uninterested managers or co-workers can be an insurmountable
hurdle. In spite of the fact that my son clearly wants to work, as do others like him,
and in spite of the Americans with Disabilities Act and the Rehabilitation Act, it
can be difficult to find jobs which provide the right match for people with significant
cognitive limitations. It is even more difficult to find those jobs which provide the
long term stability and support needed by an individual with significant impairment
over a lifetime. John’s summer job does not provide health or retirement benefits;
his school-year job is also considered part-time and does not cover benefits.

¢ Therefore, the “cash cliff” in Title IT (the loss of all cash benefits after reaching
the substantial gainful activity (SGA) level of earnings for the 9 months of the trial
work period (TWP)) and the cost of continuing Medicare are very real barriers to
work. In the SSI program, Sections 1619(a) and (b) allow for a gradual decline in
cash benefits as earned income increases beyond the SGA level and for continued
Medicaid coverage, even beyond the cash break-even point, for as long as the person
needs continued Medicaid in order to continue working. The Social Security disabil-
ity program does not have similar work incentives. There, people lose all cash after
9 months of trial work and Medicare is very expensive for lower income earners
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when the extended period of eligibility (EPE) is exhausted. It is important to note
that, when the Section 1619 program was made permanent in 1986, the TWP and
EPE were eliminated in SSI; with the gradual cash offset and the availability of
continued Medicaid, TWP and EPE were no longer necessary.

¢ In addition, there are very significant complications for people who move from
SSI Section 1619 work incentives to the Title II disability programs and for those
who receive benefits from both Title II and SSI.

« We strongly believe that a parallel program to Section 1619 should be estab-
lished in Title II, including elimination of the confusing TWP and EPE.

e In our experience, there is a very typical scenario for people with mental retar-
dation and their attempts to work despite severe, life-long disability. Of course,
there are innumerable variations, but the basic scenario is repeated over and over
again across the country in family after family.

—First, the young person, often upon becoming 18 years old, becomes eligible for
SSI based on disability and low income and resources. The individual is able to in-
crease income to the best of his/her ability using the Section 1619 program. This
is where my son fits into the scenario.

—Then the individual’s parent retires or becomes disabled. The individual be-
comes eligible to receive a benefit of 50 percent of the parent’s benefit. This will
happen to my son John soon. As you know, an SSI beneficiary must apply for and
accept all other sources of income or benefits he/she is entitled to, because of the
nature of the SSI program as supplemental income.

—As a result of this increase in unearned income, the individual may lose SSI
completely OR may receive both SSI and SSDI simultaneously. It is at this step that
it begomes clear that the work incentives in SSI and SSDI are not at all coordi-
nated.

—The next major change comes when the parent dies. As parents, our greatest
fear is not for our own futures, but for the future of our sons and daughters, particu-
larly when they have significant limitations in their ability to anticipate and care
for their own needs. At this point, the individual becomes eligible for a Title II bene-
fit equal to 75 percent of what the parent’s benefit was. Once again, the individual
may lose SSI altogether and move completely into Title II, OR may continue to re-
ceive SSI and SSDI simultaneously.

—Throughout all of this, the individual has not changed at all. There may have
been no change in job status, no change in job or income, no promotion. Yet, the
person, through no action of his/her own, may become ineligible for basic safety net
support and is forced to choose between that critical support or work which cannot
meet his/her needs.

—The loss of SSI benefits and the loss of those work incentives which make it
possible to improve financial stability, therefore, may also mean the loss of work
and the loss of an important factor in quality of life. The individual with a signifi-
cant impairment and the need for some level of life-long support simply cannot af-
ford to work at this point unless potential income is high enough to skip over the
cliffs and canyons created by the loss of the Title II cash benefit and medical cov-
erage. For the individual whose income is likely to start and remain low, including
most people with mental retardation, the loss of work is likely.

—For my son and others like him, loss of meaningful work also means loss of part
of your identity. As for many of us, your work is who you are.

¢ The movement between programs requires other trade-offs also. In SSI, the Sec.
1619 work incentives encourage work. However, a person cannot save meaningfully
for the future because of the limits on resources. While in SSDI, the work incentives
do not encourage work, so a person cannot earn. However, there are no restrictions
on savings for the future. Both programs require that the individual give up one
or the other of these essential components for future financial security, if not total
financial independence. Families helping a person with significant cognitive impair-
ment, like mental retardation, must be concerned for the future and the long-term.

* In designing a series of changes for Title II and/or SSI, remember that, for peo-
ple with mental retardation, work is often for the first time and may require dif-
ferent approaches than for people who are “returning” to work.

¢ Finally, I would like to make a comment on SGA. The substantial gainful activ-
ity level needs an increase and should be indexed for inflation. Rep. Phil English
has introduced a bill which is long overdue. We urge the Committee to address it
as part of its work incentive improvement efforts. However, caution will be nec-
essary to ensure that it works in the overall context of work incentives addressed
here this week.

The Arc would like to work with the Committee on all of these work incentive
issues. Our goal is to make work incentives really work, to make them sensitive to
the different needs of people with different strengths and limitations, and to have
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them incorporate the need to potentially support some people over a lifetime. We
look forward to working with you.

Mr. HAYWORTH. Ms. Sheehan, thank you very much for your tes-
timony. Now we will hear from Brenda Crabbs, a current SSDI
beneficiary who is here to testify on behalf of the National Arthritis
Foundation.

Ms. Crabbs.

STATEMENT OF BRENDA CRABBS, CURRENT SOCIAL SECU-
RITY DISABILITY INSURANCE BENEFICIARY, BALTIMORE,
MARYLAND, ON BEHALF OF THE ARTHRITIS FOUNDATION

Ms. CraBBS. Thank you, Mr. Chairman. Ladies and gentleman,
my name is Brenda Crabbs, and I am here today on behalf of the
Arthritis Foundation, and I am also an SSDI recipient.

Forty million Americans have arthritis, and it is the number one
cause of disability in America, and the second leading cause of dis-
ability payments. Overall, the impact of arthritis and related dis-
eases on the economy amounts to more than $149.8 billion, ap-
proximately 2.5 percent of the gross national product.

Women under the age of 65 with musculoskeletal diseases rep-
resent 7.3 percent of all SSDI recipients, and I am one of those
women. I have rheumatoid arthritis. I was diagnosed 34 years ago,
and stopped working 5 years ago, so I made it longer than most
with my problem. But I have had three operations in the last 4
years and there is more to come.

There is no expectation that I am going to experience a medical
recovery, so the question becomes who would want to employ me,
and, more importantly, who would want to insure me? I do not
need referral to vocational rehabilitation. I have skills, but there is
no expectation that I will ever get better, only worse.

As a self-employed person who works on a contract basis, Social
Security regulations subject me to an ever higher standard of sub-
stantial gainful activity when determining SGA for me, and the So-
cial Security Administration considers the value of my work to the
business that I am contracting with, and evaluates whether I pro-
vide significant services to that business.

In terms of my self-employment, I am the business. And the
hours I can work each month are restricted. This higher standard,
combined with the current SGA level of $500 per month, requires
me to give away my skills if I want to have something to do.

The $500 cap needs to be adjusted to keep pace with economic
growth. In addition, I constantly worry about inadvertently violat-
ing a rule which would cause me to lose my health benefits. I am
even concerned about being here today, frankly.

Existing work incentives are extremely complex and hard to un-
derstand. Adequate and well-trained administrative resources are
absolutely essential to serve beneficiaries. The booklets are hard to
understand. I could not figure them out, and I consider myself an
educated person.

So I went to the Social Security office and met with an employ-
ment representative. His main advice to me was do not make more
than $500 under any circumstances.
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I was never told that I could buy into Medicare. I was given a
form to fill out, and told to mail it in, and to continue to report any
work experience that I had.

I could not get the form through the mail. I have to go to the
office to get the form. This is not a user-friendly system, and part
of the disincentive to try working is the lack of faith in the predict-
ability of the system’s response.

Once on Medicare, the loss of those health benefits is a major
disincentive to returning to work. Part-time employment does not
provide health benefits, and private health insurance is not avail-
able to those with difficult medical backgrounds.

Current underwriting practices, and limits on benefits are criti-
cal disincentives. Employers do not want a disabled person on their
health plan, because it pushes up their insurance rates.

After being disabled for 2 years, a person is offered Medicare,
and the information states that if he does not take it then, the pre-
mium will increase by 10 percent for each year he waits.

When I accepted Medicare assignment, I thought that if I did not
take it then I would not have another opportunity until age 65,
which at the time was a long way away for me.

Once a person signs on, Medicare becomes the primary coverage,
and private insurance drops you, even as a secondary insurer. The
only secondary coverage available is a Medigap policy.

For people who are under 65 who are disabled, there are very
few Medigap insurance products available nationwide. None pro-
vide prescription coverage.

So for the people who need the coverage most, there is the least
available.

As a divorced woman, I have had firsthand experience of the di-
lemma of choosing between Medicare or health care provided
through my ex-husband as part of the divorce agreement. His plan
provided excellent benefits, and included prescription coverage. But
I chose to take Medicare because I simply could not afford to risk
the loss of health benefits if something happened to his job.

In choosing Medicare, I lost his plan, even as a secondary in-
surer, and had to take a Medigap policy, which, of course, forced
me to absorb the expense of prescription drugs.

In order to be self-supporting and get off of SSDI, a person has
to be able to work on a regular basis a substantial amount of time
for good wages. part A costs $4,000 a year. part B adds another
$500. Prescription costs are $3,600.

A Medigap policy premium is $1,200. That is over $9,000 in basic
medical costs before a doctor is visited or a procedure completed.

Then there are the rest of living expenses, food, clothing, rent,
transportation, and so forth. When you are disabled, it costs more
to do everything, whether it is choosing a place to live, or pumping
gas.

Congresswoman Kennelly’s Transition to Work bill brings the
Medicare buy-in program into the real world, and would enable me
to work when I can without limits on the amount I can make, but
still have the safety net when I need it. This would go a long way
toward helping me maintain financial independence, and would en-
hance the quality of my emotional and psychological well-being.



104

In conclusion, the system badly needs reform. There is some-
times an attitude in society that individuals on disability are dere-
lict and do not want to work. Not only is that picture unfair. It is
simply inaccurate.

Many people on the SSDI roles are educated and have skills that
make them employable in spite of their disability. They need help
simlﬁly because life has dealt them a different hand. They want to
work.

The potential loss of Medicare, and complicated rules for return-
ing to work serve as a deterrent for even attempting to leave Social
Security rolls.

Help people work with their disabilities and remain productive
members of society. One set of rules does not fit all circumstances.
The system needs flexibility to deal with different types of disabil-
ity.

Some consideration should be given to differentiating between in-
dividuals who are likely to recover from their illness and those who
are chronically ill and have no chance of medical improvement.

Thank you very much for this opportunity to appear.

[The prepared statement follows:]

Statement of Brenda Crabbs, Current Social Security Disability Insurance
Beneficiary, Baltimore, Maryland, on behalf of the Arthritis Foundation

Good afternoon Mr. Chairman, ladies and gentleman.

My name is Brenda Crabbs and I am here today on behalf of the Arthritis Foun-
dation to speak about Social Security disability reforms and back to work incentives.
I am the chair of the Public Policy and Advocacy Committee for the Maryland Chap-
ter, a member of the Foundation’s national Public Policy and Advocacy Committee
and an SSDI beneficiary.

Arthritis, one of the oldest diseases known to man, is a major factor in the eco-
nomic and social fabric of the United States. Each year, 40 million Americans with
arthritis and other musculoskeletal conditions make 315 million physician visits,
have 8 million hospital admissions and experience approximately 1.5 billion days of
restricted activity. Arthritis is the number 1 cause of disability in America and the
second leading cause of disability payments. Overall, the impact of arthritis and re-
lated diseases on the economy of the United States amounts to more than $149.8
billion, approximately 2.5% of GNP.

The economic realities of the graying of the baby boomers and increased longevity
of the American population cannot be ignored as you consider reforms to the SSI
and SSDI programs. The size of the Social Security disability rolls will mushroom
in the next two decades and serious changes need to be made to minimize the strain
to the disability system. By the year 2020, the number of Americans with arthritis
will jump to 60 million. When combined with other chronic diseases, the potential
cost to the Social Security disability system is staggering.

Of the 40 million Americans of all ages with some form of arthritis, nearly two-
thirds of them are women. These diseases destroy joint tissue, damage internal or-
gans, shorten life expectancy, weaken the spine, make bones brittle and in many
cases, deprive individuals of physical and financial independence. Osteoarthritis and
rheumatoid arthritis are leading causes of work limitation among women. Patients
with rheumatoid arthritis have a one in three chance of becoming disabled and 50%
of patients with rheumatoid arthritis stop working within 10 years of diagnosis, 60%
within 15 years.

Some facts related to Social Security Disability Payments

¢ One in ten of all women under 65 receiving SSI payment is a woman disabled
by musculoskeletal disease: the fourth largest category after mental disorders, retar-
dation and diseases of the nervous system.

* Within the age group 60 to 64, the proportion rises to one in 5, only slightly
lower than the leading category.

« Women under the age of 65 with musculoskeletal diseases represent 7.3% of all
SSDI beneficiaries.

 Lifetime costs of lost earnings because of rheumatoid arthritis are close to heart
disease and stroke.
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I, unfortunately, am one of the 7.3% of women under 65 who has had to stop
working because of rheumatoid arthritis. I was diagnosed 34 years ago and stopped
working 5 years ago. Because of excellent medical care, advances from research and
a lot of determination, I beat the odds and was able to work longer than most, but
I miss working. There is no expectation that I am going to experience a medical re-
covery. My ability to work is limited by significant loss of function in many joints,
and multiple operations (three in last four years with more to come). So the ques-
tion becomes who would want to employ me? And more importantly, who would
want to insure me? I don’t need referral to vocational rehabilitation because there
is no expectation that I will ever get better. And yet, it would certainly be better
for my mental and emotional health if I felt like I was able to be productive.

Perhaps a tax credit should be considered for disabled persons who try to work
despite their disabilities and, or a personal assistance tax credit to compensate
working people for the help they need to work. These tax credits would provide an
additional incentive for people to leave the Social Security disability rolls by com-
pensating them for additional expenses such as transportation and health care costs
incurred by returning to work.

In addition, a tax credit for employers might make them more receptive to hiring
persons with disabilities who want to return to work. The credit would make up for
additional expenses that an employer would have to absorb for any changes in the
workplace that would be required to accommodate a person with a disability.

Because of my background, I occasionally have the opportunity to use my skills
working from home at my own pace, but I am limited by the $500 cap or “substan-
tial gainful activity” definition. If I exceed that amount, I not only lose my benefits,
I lose my health insurance. The $500 figure does not fit with today’s cost-of-living
and needs to be adjusted to keep pace with economic growth.

As a self-employed person who works on a contract basis, Social Security regula-
tions subject me to an even higher standard of Substantial Gainful Activity. When
determining SGA for me, SSA considers the value of my work to the business and
evaluates whether I provide significant services to the business. The hours I can
work each month are restricted. This higher standard combined with the current
SGA level of $500 per month requires me to give away my skills. In addition, I con-
stantly worry about inadvertently violating a regulation which would cause me to
lose my benefits.

Existing work incentives are extremely complex and hard to understand. Ade-
quate and well-trained administrative resources to serve beneficiaries are essential.
The booklets put out by the Social Security Administration are confusing. I went
to my local Social Security office and met with a representative. His main advice
was not to make more than $500. He never told me I could buy into the Medicare
system. I was given a form to fill out and told to mail it in. The form is not available
by mail and yet the Social Security Administration wants recipients to report
earned income on a continuing basis. This is not a user friendly system and part
of the disincentive to try working is the lack of faith in the predictability of the sys-
tem’s response.

Once on Medicare, the fear of losing Medicare benefits is a major disincentive to
work. Part-time employment does not provide health benefits and private health in-
surance is not available to those with difficult medical backgrounds. Current under-
writing practices and limits on benefits are critical disincentives. Employers don’t
want a disabled person on their health plan because it pushes up their rates.

After being disabled for 2 years, a person is offered Medicare and the information
states that, if he doesn’t take it then, he won’t have another opportunity until age
65. Once a person signs on, Medicare becomes primary coverage and private insur-
ance drops an individual even as a secondary insurer. The only secondary coverage
available is a medigap policy. For people under 65 who are disabled, there are very
few medigap insurance products available nationwide. None provide prescription
coverage. So for the people who need coverage the most, there is the least available.

As a divorced women, I have firsthand experience of the dilemma of choosing be-
tween Medicare or health coverage provided through my ex-husband as part of the
divorce agreement. His plan provided excellent benefits and included prescription
coverage but I chose to take Medicare because I simply couldn’t afford to risk the
loss of health benefits if something happened to his job. In choosing Medicare, I was
forced to absorb the expense of prescription drugs.

In order to be self supporting and get off of SSDI, a person has to be able to work
on a regular basis a substantial amount of time for good wages. Currently, I believe
the Medicare buy-in cost is $332 per month or $4000 per year for Part A. Part B
premiums add another $500 per year. In addition, my prescription costs are approxi-
mately $300 per month or $3600 per year. A medigap policy premium is another
$1200 per year. This is over $9000 in basic medical costs before a doctor is visited
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or a procedure is completed. Then there are the rest of living expenses—food, cloth-
ing, rent, transportation, etc. When you are disabled, it costs more to do everything
from cleaning your house to pumping gas.

A simplified, well advertised and affordable Medicare buy-in should be estab-
lished. Congresswoman Kennelly’s Transition to Work bill brings the Medicare buy-
in program into the real world and would enable me to work when I can without
limits on the amount I can make, but still have the safety net when I need it. This
would go a long way toward helping me maintain financial independence and would
enhance the quality of my emotional and psychological well-being.

In conclusion, the system badly needs reform. There is sometimes an attitude in
society that individuals on disability are derelict and simply do not want to work.
Not only is that picture unfair, it is simply inaccurate. Many people on the Social
Security disability rolls are educated and have skills that make them employable
in spite of their disability. They need help simply because life has dealt them a dif-
ferent hand. They want to work. The potential loss of Medicare and complicated
rules for returning to work serve as a deterrent for even attempting to leave the
Social Security rolls.

Help people work with their disabilities and remain productive members of soci-
ety. One set of rules does not fit all circumstances, the system needs flexibility to
deal with different types of disability. Some consideration should be given to dif-
ferentiating between individuals who are likely recover from their illness and those
who are chronically ill and have no chance of medical improvement.

Thank you for this opportunity to appear before you. I would be happy to answer
any questions you may have.

Mr. CHRISTENSEN [presiding]. Thank you.
Ms. Erb.

STATEMENT OF SUZANNE ERB, FORMER SOCIAL SECURITY
DISABILITY INSURANCE BENEFICIARY; AND MANAGER,
STUDENT SERVICES, ABILITECH, PHILADELPHIA,
PENNSYLVANIA

Ms. ERB. Good afternoon ladies and gentlemen of the Sub-
committee. Thank you very much for the opportunity to have the
pleasure of providing my testimony for you this afternoon.

As you can tell, I am using an instrument that I bought as a re-
sult of being on Social Security disability. My computer that I have
here is something that I was able to purchase while I was still on
SSDI.

I am here representing not only myself, but I work for an agency
called Abilitech, and we provide services for people with disabilities
who want to return to work. We provide training for people in the
computer fields, so they can then go out and get meaningful and
viable jobs with their disabilities.

As manager of student services at Abilitech, I help people with
all sorts of disabilities who sincerely want to return to work, espe-
cially people with severe physical disabilities, mental disabilities,
drug and alcohol issues—all sorts of disabilities.

And we help them learn to develop the skills they need as well
as to write good resumes, interviewing skills—all that sort of thing.
We work very closely—we are a project with industry, and we work
very closely with private industries in the Philadelphia area to
work specifically on people’s needs.

We draw from the expertise of these business leaders, rehabilita-
tion specialists, and the Federal Government to provide people with
disabilities gainful employment. At Abilitech not only do we help
people get jobs, but we also have a component that enables people
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with disabilities to provide services to local businesses in the form
of training people to use equipment, and so forth.

We work with the advisory committee in our admissions process.
During our admissions process they help us to provide services for
the people, and they help us to determine some of our admissions
criteria, in our selection of students, in our curriculum develop-
ment. They serve as advisors in helping us to decide what courses
to teach.

And in our internship and placement phases, they also serve as
potential internship host sites, and sometimes even as actual place-
ments in jobs.

I, myself, have been on both sides of the desk. I was born blind,
so I have been educated as a blind person. I attended the
Overbrook School for the Blind as a blind youngster. So the State
has actually invested a lot of money in me. That’s true.

When I was in senior high school, I went on to the local high
school, and this was just before 94-142, so the public school still
did not have to accept me, but they did. And I hope that they were
glad that they did, because I certainly was. I had a good time in
high school.

And I actually graduated from the Shipley High School, which is
a private high school outside of Philadelphia. I studied at Bryn
Mawr College. I received a bachelor of arts degree from Bryn
M}alWIi, and I received some rehabilitation services while I was in
school.

I received help with readers, and I also got lots of student loans.
And then after I finished my schooling, I was very lucky. I was able
to get a job right away out of going from college.

I worked for many of the agencies serving blind people in Phila-
delphia, and then I took a civil service job. I said, Well, I want to
broaden my horizons, and get out into the “mainstream society,”
and so I took a civil service job, and went into child welfare for sev-
eral years.

And that was really exciting, because I got to travel all over the
city, and work in foster care. And that was really exciting and chal-
lenging work.

However, the demands of the job were such, the unpredictable
nature of the job, led me to consider going back to school, which
I did. I went back to the University of Pennsylvania and received
my master’s degree.

During this time, I went on disability. Had it not been for SSDI,
I would not have been able to return to school. I would not have
been able to take advantage of the opportunity that I had to go
back to school and to live while I was going back to school.

After I graduated, however, it was difficult for me to find employ-
ment. So I really did still continue to need SSDI benefits while I
was working part time. I was under the threshold, so fortunately
for that threshold, I was able to work part time, and still continue
to receive benefits.

Mr. CHRISTENSEN. Ms. Erb, Mr. Hayworth has to go to the floor,
and he wants to ask a couple questions before he leaves, and your
time is also expired, and I want to ask you some questions as well.
So if it is OK, we would like to go to some questioning.

Ms. ERB. Sure.
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Mr. CHRISTENSEN. Good job. I enjoyed your testimony.

Mr. HAYWORTH. Yes, I would like to thank Ms. Erb, and all of
the panelists here today who are on the frontlines, living this chal-
lenge, wanting to be part of the work force.

Now, for purposes of full disclosure, as many who join us here
today might ascertain, representing the State of Arizona, I have a
previous acquaintanceship with Ms. Webb. And we had a chance to
sit down a few weeks ago and talk. Weeks turned into months, but
to me it just seemed like a twinkling of an eye.

Not to get scriptural or anything, Susan. But we are glad you are
here today. But your story is very, very compelling. And I want to
talk about the Arizona Bridge to Independent Living. I love the ac-
ronym—ABIL.

I would like you to share with my colleagues here some of the
intricacies of what you have done with ABIL that you shared with
me previously, and how you have been able to address and deal
with some of these challenges that you and the other panelists
have pointed out where it appears that there are actually disincen-
tives to try and return to the work force.

Ms. WEBB. I think that the proposal that we brought forward de-
tails the solutions, and I think we need to focus on those solutions.
But I think that ABIL represents one of 400 independent living
centers around the Nation, established by title VII of the rehabili-
tation act.

And what that started out as was finally those of us who live
with disabilities have our own voice. If there is anybody who knows
what these solutions are, it is those of us who have lived them.

And I think that is the basic point that we are trying to make
today, that finally we are very grateful that you folks within Con-
gress recognize that we are professional people, credible people,
who can develop our own proposals, who know what it is like, and
who can come up with solutions using a reasonable and cost-
effective approach.

I had a meeting with one of your former staff folks on this Sub-
committee about a year and a half ago, and she shared with me
that the feeling among many Congressional Members is that people
with disabilities are still entitlement mongers. That’s really all we
want, is to live on all these marvelous benefits that keep us clothed
and fed and housed. And that is not what we want.

And that is what independent living centers were formed to cre-
ate, was a way to help people be part of the community, not insti-
tutionalized, to make our choices, and accept responsibility for
those choices that we make.

Bonnie O’Day talked about the summit in Dallas, and I was one
of the participants in that as well. And at that summit, with 400
people who represented consumers, the overriding final frontier for
us was economic independence.

The ADA has been a marvelous tool. It has given us that boost,
but the fact is that we still have a deplorable unemployment rate.
That is because we are still trapped in these systems.

You have the leadership and the ability on this Subcommittee to
get that ball rolling, to get other Members of the Legislature, other
Committees involved in a comprehensive solution to this.
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Accept our proposal as that. The things you have heard on this
panel today represent divergent views of people who can get off the
system entirely. But some cannot. And the system needs to be
seamless in terms of health care, transportation, being able to
move in and out of it when you need to.

And again, I am not an economist, but that has just got to be
healthy for our country. Reducing dependency means dollars in the
taxpayer’s pocket. Sorry. That is just pure and simple.

Mr. HAYWORTH. Susan, the thing I found gratifying was the
whole notion of getting people together in Houston and trying to
hammer out policies. Not totally unlike what happens in this insti-
tution, although we come from a variety of different backgrounds,
and do not have as intimate a knowledge of what you face every
day.

With that in mind, and certainly we want to take the Houston
blueprint, and I think Members on both sides of the aisle think
that is a good working document, but with what is in the hopper
today, have there been specific legislative proposals in the 104th
Congress, or now in the 105th Congress that you think line up with
some, or perhaps all of the goals established in Houston?

Ms. WEBB. Mr. Chairman, and Representative Hayworth, I am
really enthusiastic and excited about what I have seen so far. The
bill that Representative Bunning introduced last session, the bill
that Representative Kennelly has introduced this session, the bill
that Senator Jeffords has introduced last session, and I believe is
drafting again—we are going in the right direction.

I think we just need to continue going where we are going. Pro-
viders have come forward with an excellent proposal. I am not sure
about the Ticket to Independence issue from my own personal per-
spective. I like more of a consumer control/provider partnership.

As a provider myself I know that there is no way that I can keep
people on my service system for a year or more without being paid
for the services I provide. That is not realistic, especially for small-
er providers.

But I think that we can form a partnership that includes all the
stakeholders, and I think you are going in that direction. I am very
encouraged.

And I guess you cannot do it. I know you cannot do it without
our input. That is the way the system works. So what we are here
today saying to you is thank you for that opportunity, and we are
here to work with you, to give you the ammunition that you need
to go to the floor and fight for us.

Mr. HAYWORTH. Ms. Webb, thank you very much. To my col-
league from Nebraska, the Acting Chairman—well, our Chairman
has arrived again. I thank you very much, and I yield back the
time.

Chairman BUNNING [presiding]. Mrs. Kennelly.

Mrs. KENNELLY. Thank you, Mr. Chairman. Ms. O’Day, Ms.
Webb just referred to the ticket approach, and we had some discus-
sion on it yesterday as you know, and in some of our proposals we
addressed using that kind of a method.

I am going to ask you, from what our discussions have been, if
you would add to it. Should the Social Security Administration give
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tickets to only those they think will use the ticket, or should every-
body get the ticket and decide if in fact they want to use the ticket?

And the second question is, if a beneficiary is participating in a
Vocational Rehabilitation Program, and they are in fact offered a
job, should they be made to take that job, and possibly lose their
benefits? How would you see this playing out if we do use this new
system?

Ms. O’Day. Well, I am a very firm believer in the concept of
choice, whether that refers to choice in the marketplace as to what
kind of car you want to drive, or choice in the marketplace as to
where you receive your rehabilitation services.

Twenty years ago I think choice meant not being pushed into the
kind of job that was a stereotyped position. For example, a shel-
tered workshop, or some other position that would be “appropriate”
for a blind person.

But I think today we are seeing choice as much broader—we are
looking at it in a much broader way. And we are seeing that choice
needs to be what kind of provider, whether public or private, do
you want to go to as a consumer, and what kind of information can
you get as a consumer?

Sometimes people say I went to agency x and they told me about
a particular training program. If they did not provide any other op-
tions, then the person is going to be likely to say yes to that train-
ing program.

So along with the Ticket to Independence Proposal, we believe
there needs to be some kind of mechanism, perhaps using the pri-
vate nonprofit network, perhaps funded with a percentage of dol-
lars from the trust fund, that educates people about what their
choices are, and evaluates those choices based on outcomes.

Now, to answer your question. I do not believe that anyone at the
Social Security Administration with all due respect has the exper-
tise to determine when someone walks in the door whether or not
they can work.

I believe that individuals if provided the opportunities and the
options and the supports who are able to work will be able to work.

There are no ways that I have seen that can adequately predict
who can and who cannot work. Based on stereotypes, those of us
sitting at this table would be deemed unable to work.

So I believe that the ticket should be offered to anyone who ap-
plies for SSDI, perhaps within a particular age range, and that
they then should be given the choice of what provider they should
go to.

I also believe that there do need to be safeguards so that individ-
uals are not forced into taking a particular job if they do not want
to. I believe that most private agencies, private for-profit and non-
profit operate like businesses, and they have more of a business
mentality than those of us within government may have, and they
understand that if you force someone to do something they do not
want to do, eventually it is not going to work out.

An individual who takes a job that they do not want or do not
like is not going to be able to stay there. They are going to find
some way to leave that job, whether it is poor performance, or mov-
ing someplace else, or what have you.
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So I do not believe that most private agencies will force individ-
uals to take jobs. I do not believe that that is an appropriate ap-
proach. I hope that answers your questions.

Mrs. KENNELLY. And I would like to comment. Was it Ms. Webb
that said some staffer said that the only thing that people wanted
was the benefits? I certainly hope it was nobody on this Sub-
committee. But I think I can speak for the Chairman and myself,
that we understand what people want. People want to live as nor-
mal a life as possible, work, take care of themselves.

But the problem we are having is that less than 1 percent of
those who go on disability get off disability. So we have to be very
frank in how we talk about it, because the successes are not as
many as many of us who want to have people get off disability
would hope for.

And that is why we are doing exactly what we are doing. Let me
ask one more question of Mr. Young, Mr. Chairman.

There are several possible types of tax incentives—and as you
know, we are the tax committee, and that is how we are going to
get from here to there—which one might adopt. My bill offers an
incentive directly to the disabled person, through a disabled worker
tax credit.

Mr. Bunning’s bill provides an incentive to the employer by re-
ducing the FICA tax. And then you have suggested a tax credit for
disability related expenses, and obviously we cannot finance them
all.

If you had to pick one, what would your druthers be? I ask you
that question, but it is probably the one you suggested. [Laughter.]

Choose between us.

Mr. YOUNG. I guess I did not get the southpaw question. Actu-
ally, Mrs. Kennelly, the tax credit that we proposed, the disabled
worker tax credit, that is aimed at persons with disabilities who
have extraordinary work expenses, is sort of the migration from
your tax credit that came from the NASI proposal for a tax credit
above and beyond EITC.

What we wanted to try and do was focus the tax credit toward
those individuals who actually have extraordinary expenses of
working, so that we get, if you will, the most bang for the buck.

Instead of just giving it to a person, because they have a disabil-
ity, or because they were a former beneficiary, we aim it toward
people who were former beneficiaries or even current beneficiaries
who are trying to work their way off, so that the persons with the
most severe disabilities and who have the most intense expenses
in going back to work can get some relief through the Tax Code,
keep some more of their income, and be more self-sufficient.

So we kind of chose you, only you differently.

Mrs. KENNELLY. We had someone in here yesterday who had, I
think, $36,000 in expenses per year for work.

Mr. YOUNG. Yes. Not unusual.

Chairman BUNNING. Thank you. Now that I have returned, I get
a chance to ask questions. Both Ms. O’'Day and Ms. Webb said one
size does not fit all. And I think that you will not have any dis-
agreement up here.
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In your testimony, Ms. Webb, you recommended that SSDI and
SSI benefits be reduced one dollar for every two earned above
$5,000 in earned income.

Ms. O’DAY. $500.

Chairman BUNNING. Is that what I said?

Ms. O’DAY. You said $5,000.

Chairman BUNNING. Excuse me. $500. You also mentioned that
such an offset would not be available for consumers who begin
working at a high wage.

At what earnings level would you suggest that the two for one
offset not apply?

Ms. WEBB. The NASI information that they provided says that—
I think the threshold there is $32,000. That when a person earns
$32,000, that is when the offset would work itself out. And the
NASI recommendation was that that was too high.

I do not have any particular recommendation because my think-
ing on that is that if I am working and paying taxes, if I am losing
one dollar for every two dollars I earn regardless of what my in-
come is, I'm still taking less from the taxpayer than I would other-
wise be if I were not working.

So I do not think that the threshold is the issue. The issue is re-
ducing dependency, rather than getting off the rolls.

Chairman BUNNING. OK. Let me talk to you about CBO, and
their problem. When we put a bill in, we have to get it scored by
CBO, unfortunately—or fortunately.

CBO says that the more we allow individuals with disabilities to
earn once they are allowed benefits, the more individuals with dis-
abilities will be enticed to enter the program.

So it’s kind of a catch-22 for CBO. How do we get by that? In
other words do you have a suggestion on how we can get by that
scoring? Because if we did what you suggested, they would score
it in a negative way, and therefore we would have to go find some
money to offset that CBO scoring.

Ms. O’DAY. I understand. I am a bit familiar with this issue, so
if it is all right with you, Mr. Chairman, I would like to go ahead
and answer.

Chairman BUNNING. And anyone else that would like to do it in
a short period of time, I would appreciate that.

Ms. O’'DAy. Thank you. First of all, in looking at the two for one,
the benefits will actually zero out at about $15,000, based on some
statistics that come from the Employment Support Institute at Vir-
ginia Commonwealth University.

If you are losing a dollar for every two dollars you earn, that is
the approximate—using averages—that is the approximate place
where you will then be receiving zero benefits.

In terms of the CBO scoring, I would say a couple of things.
There are two issues here. First of all, there are some individuals
who leave the system who earn less than $15,000. And the second
issue is the issue of individuals being enticed onto the program.

My sense is that CBO did not consider the 5-month waiting pe-
riod, the lack of medical benefits for 2 years, and other issues that
are endemic to this program when they came up with those figures.

However, the statistics that we have show that if 5 percent, only
5 percent of all the individuals with disabilities on SSDI go to
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work, even considering those CBO cost figures, that this will be a
cost neutral proposal.

Chairman BUNNING. That would be a very good goal for us to
have, when we do some kind of legislation. Let me ask Mr. Young,
you recommend making work pay through a variety of measures,
including a disability expense tax credit. Would you like to elabo-
rate on that for us?

Mr. YOUNG. As we were discussing just a minute ago, the disabil-
ity expense tax credit will kick in, hopefully when the two for one
kicks out.

So that when people go to work and have expenses for personal
assistance services, so they can get up in the morning and get
ready to go to work, for transportation—an adapted van or adapted
car, for adapted computer equipment or a job coach, or some of
those expenses that a person without a disability does not have to
incur when they go to work.

The person would be enabled through working at a high enough
level and being able to keep a bit more of their—the money they
would pay in taxes, Federal taxes, to be able to afford to pay for
those things themselves, as opposed to being dependent upon an-
other Federal or State program for inkind supports, as we call
them, or either personal care services or public transportation or
van service or something like that.

Chairman BUNNING. My time is almost expired, but I want to
ask Ms. Sheehan, you raise a number of very good points regarding
the unique challenges disabled adult children face in trying to
work. The impaired-related work expenses, as I understand them,
are the costs of certain impaired-related items and services that
persons need to work, which are deducted from the gross earnings
in figuring SGA.

They are in essence allowing individuals to keep more of what
they earn.

In your view, are the impaired-related work expenses understood
by families, and are they being utilized?

Ms. SHEEHAN. In my experience, and that may be limited, al-
though I think I have talked to numbers of people on this, I do not
think that people are using it as much as they could. And the rea-
son for that is, and I hate to dump on Social Security, but often
these things are not explained.

The view of parents with kids is, if my kid goes to work, I am
going to lose the SSI and he is going to lose his medical insurance,
and even though that is not true, you hear that.

So that we do not have

Chairman BUNNING. Are you saying that SSA is discourag-
ing:

Ms. SHEEHAN. No. I am not saying they are discouraging. I am
saying that they are just not helpful. And it varies from office to
office.

Chairman BUNNING. In other words, they do not explain the
ramifications of what you——

Ms. SHEEHAN. Right. And I think that the provider community
does not know enough about it, and so forth.

But once you get on it, and once you understand it, I mean, it
is really making all the difference in the world for John and for
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others, I know. And, of course, the SSDI does not allow this type
of thing at all.

So in that case, people are correct in saying I am going to lose
my benefits if I go to work.

Chairman BUNNING. OK.

Mr. Christensen.

Mr. CHRISTENSEN. Thank you, Mr. Chairman.

Ms. Erb, thank you for your testimony. I appreciate hearing that.
You made a comment that I want to have you elaborate on a little
bit. You said something about being lucky, and that you were lucky
to get a job.

Well, I do not believe you are lucky. You went out there, and you
got that job. You worked hard. You worked hard through school.

And I do not believe in luck, and I do not think you were lucky.
So I give you all the compliments in the world for making it hap-
pen on your own initiative.

I do want to ask you about your computer, though. Can you ex-
plain to me, when you were typing there a bit ago, were you—what
were you doing? Were you inputting, or were you taking out a
script that was already put in your computer. Explain to me what
you were doing?

Ms. ErB. Well, I was doing a little bit of both. I had to type in
to retrieve the file. Part of my testimony was written, and part of
it was not. I was doing some reading from the computer while I
was sitting here.

I use this—this is actually a braille output device. I type the
braille into it, and braille comes out. And I can also use speech out-
put with this computer.

This computer can hook up to a print printer, and print out print
or it can be hooked up to a braille printer and print out braille.

Mr. CHRISTENSEN. So you were doing a little bit of reading as
well as just on your own.

Ms. ERB. Right.

Mr. CHRISTENSEN. OK. And I cut you off during your testimony,
so if you have full testimony within your computer that you would
like to have printed out and inserted into the record, make sure we
get that done before you leave today.

I have a question though for you concerning your experience as
far as working with outside employers. What do outside employers
see as the barrier to hiring people as yourself, and other people
with disabilities?

Ms. ERB. I think some of the barriers they see are having to pro-
vide what they consider to be perhaps expensive equipment, assist-
ive technology, for example, for blind workers, for example, speech
output for computers, other kinds of assistive technology.

I think also sometimes people are afraid that people with disabil-
ities just are not going to be able to perform competitively, and yet
we have, as disabled workers, we have very good records in terms
of our productivity, and in terms of our absenteeism. We are very
reliable workers, generally speaking.

I think that especially today, because of so many advances in
technology, for example, to provide speech or braille output for peo-
ple with disabilities on the job, the expenses are far lower than
they used to be.
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I think especially in my case, where I as the disabled worker ob-
tained much of the equipment for myself, and the Bureau of Blind-
ness and Visual Services also helped provide with some of it, and
the employer helped, but all three, working in concert with each
other enabled me to perform my job, I think, satisfactorily.

And I think as the ADA becomes more ingrained in our minds
and hearts as a country, that perhaps this will turn out to be the
model that will eventually work into the system, I hope.

But I do think that many employers are afraid of what they con-
sider to be the expenses involved, and I think they are afraid, they
do not necessarily know how to work—they are afraid, what if the
disabled person does not do the job well, how can I fire them?

Instead of looking at the positives, it is like any other unknown.
People just do not know. So I think education for people is probably
one of the best things that we can do.

Mr. CHRISTENSEN. Thank you very much. Thank you, Mr. Chair-
man.

Chairman BUNNING. Ken, would you like to inquire?

Mr. HuLsHOF. Thank you, Mr. Chairman.

Chairman BUNNING. We have two votes on the floor, and after
your inquiry we will recess and go vote, and then we will come
back and continue the questions, if you will be so kind as to be pa-
tient with us as we vote and come back.

Mr. HULSHOF. Thank you, Mr. Chairman.

Mr. Young, this is an extraordinary Committee, the Ways and
Means Committee, with the jurisdiction over so many different
issues. And I want to compliment you on how you deflected that
very tough question by Mrs. Kennelly. [Laughter.]

One of the solutions that you propose, and one that I am very
intrigued by, is your suggestion that in discussing the solution to
the barrier of health benefits, to create this optional State Medicaid
buy-in for working SSDI and SSI recipients. Medicaid is not within
the jurisdiction of this Committee.

Have you shared your proposal with the Commerce Committee,
that does have jurisdiction? And if so, can you just tell us briefly
what reaction you have had?

Mr. YounG. We have just begun to work with the Commerce
Committee to share our ideas. We have not yet had a chance to
have a formal dialog with them to the extent that we have been
working with this Committee on that issue.

We think that the way we want to present this, and the way of
moving people off of other Federal benefits, and allowing us a
wraparound, if you will, with the Medicaid Program providing vital
services, particularly personal assistance, and durable medical
equipment and prescription medications to the Medicare Program
will be something that the Commerce Committee we hope will see
as fruitful as we think this Committee sees the other work incen-
tives.

Mr. HULSHOF. Good luck in that endeavor. Ms. Crabbs, let me
ask you a question. You mentioned in your testimony that some
consideration should be given to differentiating between individuals
that are likely to recover from their illness and those who are
chronically ill and have no chance of medical improvement.
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What are the issues that you think are the most important for
us to address in terms of differentiating programs or changes in
these programs for the chronically ill?

Ms. CraBBS. Well, in my situation, just in comparison to the
other things we have heard here, and I do not mean to disparage
anybody’s disability, not at all. But someone who is blind, she has
learned to deal with that. She was born that way, and she does not
have a different challenge every day.

Likewise, Ms. Webb, who was injured a long time ago and is not
experiencing any additional injuries. For people with arthritis, it
changes from day to day. I could get up and get myself organized
1][:)0 ({:ome here today. Tomorrow, I might not be able to get out of

ed.

And that is not unusual. My situation changes from day to day,
from week to week. But when I am able I would like to be able to
work. And it is that irregularity, I guess, of my problem that
makes it very hard to deal with the rules as they are.

And that is why I think we need some sort of flexibility in the
system.

Mr. HULSHOF. I certainly appreciate you sharing your very per-
sonal aspects of your life and your story with us. Recognizing the
amount of time we have left, I will yield back, Mr. Chairman.

Chairman BUNNING. Well, we will recess for two votes, and we
will return as quickly as possible, so please be patient.

[Recess.]

Chairman BUNNING. The Subcommittee will come to order. I
have some general questions for this panel, and I would like to pro-
ceed, and when my colleagues return from their second vote, they
can do whatever they like as far as asking their questions.

First of all, I am impressed by all of you, and commend you for
the extreme hurdles you have overcome and the great achieve-
ments you have made in becoming self-sufficient and productive in
the workplace.

But tell me one thing: Are you all exceptions? Or can we expect
to have a significant number of recipients with similar disabilities
to become as successful as yourselves? Who would like to start?

Ms. O’DAY. I would like to respond, sir. The National Council has
conducted a series of thirteen public hearings around the country
for the specific purpose of hearing from individuals with disabilities
about what their experiences are with return to work.

While there were many people that we heard from who were not
able to work because of the tremendous barriers that they faced in
terms of medical coverage and financial disincentives, and so forth,
we also did hear from many, many people with disabilities who are
working.

There are many people—I think there is a stereotype that indi-
viduals with disabilities do not work. And we certainly do. The im-
petus, I think, of this panel is that we feel that with a holistic and
comprehensive approach to changing some of the structures that
really inhibit work, that many, many more people right now could
work.

I think there are a couple of things you could do that would real-
ly make a huge difference. One is to increase the opportunities for
health coverage, so that individuals who work do not lose their
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lﬁealth benefits. We heard over and over that that was the major
arrier.

And the second thing I think you could do is to deal with the
$500 income cliff, so that individuals are not induced to work below
the poverty level and below poverty level wages to be able to keep
their benefits.

Chairman BUNNING. Mr. Young.

Mr. YOUNG. Mr. Chairman, what has been extraordinary or lucky
or fortunate or whatever term you might like to choose among
many of us here on this panel is that we were in a position as we
were trying to go back to work where the systemic disincentives in
the program, we can ignore them. They did not apply to us.

I had family medical coverage. Susan had family medical cov-
erage. We were able to get away with going on that coverage until
the time that we got our own job and were able to get employer-
mandated coverage. I was able to live at home and cut my expenses
way, way down, so that the jobs that I got could cover the expenses
that I had.

The problem is that we cannot—a large group of people will not
move off the rolls unless they have something more reliable to de-
pend on than just fortunate family circumstances or other kinds of
circumstances that happened into their lives.

What we want to do is make sure that everyone has the same
opportunities that we have been able to have over the last few
years so that we can move large numbers of people into the work
force as productively as possible.

Chairman BUNNING. Ms. Webb.

Ms. WEBB. Chairman Bunning, Members of the Subcommittee,
there is something that we have not addressed today. And we were
talking about it while you were out voting.

And that is that those of us who you see here today represent
persons with very significant disabilities, but the rolls are growing
because of disabled workers that are coming off of the workers’
compensation system.

At my agency we run an employment program where we place
people back into the work force in community-based and integrated
jobs. It amazes me in all of the many hundreds of people that have
gone through my program, generally speaking, I think it is a fair
statement to say, that the things that are keeping them from work-
ing have very little to do with their disability.

We work with every major employer in Phoenix. We work with
the American Expresses, the Motorolas, the Honeywells, on and on.
And employers, and maybe it is our economy in Phoenix, but em-
ployers are dying for good workers, and they really do not care if
a person has a disability. They want somebody with the skills they
need to get the job done.

People with disabilities for whatever reason are out of work for
the same kinds of reasons that other people on other welfare pro-
grams are out of work. They are trapped in systems. The systems,
transportation, health care, child care, job training and work force
development, the big four.

If we can solve those problems, people with disabilities will in
fact—and I will come back here 5 years from now and tell you I
was right.
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C]hairman BUNNING. You won’t tell me. I won’t be here. [Laugh-
ter.

You can tell Barb. She will be here.

Ms. WEBB. I will tell somebody.

Chairman BUNNING. All right.

Ms. WEBB. Anybody will listen, that people with disabilities can
in fact be very, very vital working members of this community. It
is not our disabilities that keep us unemployed, and I think you
have heard it across this panel today.

The other issue, as was brought out very eloquently, is this is al-
ways an all or nothing thing for us today. We are either all on ben-
efits, or we are all not. We have got to have a seamless system that
allows people whose disabilities might be episodic to move in and
out without penalty. And that we do not do today.

So those two factors, I think, are the critical pieces in this.

Chairman BUNNING. Would someone else like to add something?

Ms. SHEEHAN. Just briefly, Mr. Chairman. Thank you for your
comments. I consider my son, John, a very successful human being.
He is working as hard as he can and using every ounce of his en-
ergy, and whatever he has in making himself successful.

But I want to make the point again that success for people with
mental retardation might not necessarily be getting off the rolls,
but rather a lesser dependency on the public system, with a little
bit of both, with their work, and with public assistance.

And that can be a measure of success.

Chairman BUNNING. Anyone else? Do you have anything you
would like to add?

Mrs. KENNELLY. No, Mr. Chairman, but I would like to thank the
panel for their exceptional testimony and ask them if they would
continue to work with us as we try to get to the same goals that
we all want.

Chairman BUNNING. I appreciate all of your testimony, obviously,
and it seems to me that if there is a middle ground that we can
come to, where the disincentives are weighted against the incen-
tives to the point where they are not a barrier for work, I think
we can expect to increase the return to work rate to 30 or 40 per-
cent of the people, if we can find middle ground.

Such middle ground would be where workers with disabilities do
not lose their health care, and where there is some kind of incen-
tive program for employers to offset the expense of new technology
and equipment that is needed to accommodate more disabled work-
ers.

And mental health is a very, very critical area. And the fact of
the matter is, if we can get people with mental illness back to work
sometime, it is better than not working at all. And that gives them
added meaning to their lives.

I have some grandchildren that fall under that category, so I am
very familiar with it. I thank you all for your testimony.

[The following was subsequently received:]

Questions received from Hon. Jim Bunning, and Subsequent Responses
from Susan Webb

1. In your testimony, you summarize a number of recommendations involving work
incentives, removing financial incentives, enhancing employer incentives, and extend-
ing medical services. You do point out that the National Council on Disability pro-
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posal is designed so consumers have wide-latitude to pick and choose. So, in fact,
are you advocating a type of menu-driven approach, where one size does not fit all?
How would you see such a program being administered, and what role would SSA
play?

1. My testimony on behalf of the National Council on Independent Living (NCIL)
does advocate a menu-driven approach so that consumers of SSI and SSDI benefits
can choose from an array of options to fit his/her individual circumstances. We be-
lieve this approach has several advantages:

A. By increasing consumer choice, the consumer also accepts personal responsibil-
ity and accountability for those choices. Typically, a case management approach that
focuses on process, procedures and one-size-fits-all regulations relieves the individ-
ual from decisionmaking on his or her own life. Consumers are then lulled into a
dependent posture where it is easy to claim he or she is a “victim” of the system
and, therefore, can pass the blame to someone else.

B. Consumer choice by default achieves a consumer “buy-in” to the plan rather
than merely a sign-off role as exists today. Greater likelihood of success occurs when
the consumer truly buys in.

C. In the current system a consumer typically has several gatekeepers, each of
whom have some level of expertise (e.g. vocational rehab counselor, SSA caseworker,
medical practitioners, independent living specialist, etc.) Each of these gatekeepers
specializes in a particular aspect of a consumer’s life. However, the only member
of the team who truly has firsthand knowledge of all aspects of the consumer’s life
is the consumer him/herself. Shouldn’t the one person who knows the most about
the consumer as a whole be the primary decisionmaker about his/her life?

D. NCIL’s (and NCD’s) proposal moves a consumer away from receiving cash ben-
efits simply for being disabled and moves toward public money being used specifi-
cally for those services and technologies that directly represent actual costs of work
barriers and disincentives specifically related to disability. The costs associated with
an individual’s disability are very specific to that individual. Not every individual
who is blind, for example, has the same costs associated with working simply be-
cause he or she is blind. A menu-driven approach, then, provides for that individual
to take total charge of his or her start/return-to-work effort but only pays for actual
expenses. Those individuals who are blind and live in rural communities, for exam-
ple, may have a much higher transportation cost than those who live in an urban
area with good public transportation. A totally blind individual may have a higher
cost to acquire computer technology with voice synthesis software than will a person
who is partially sighted who may only need less-costly large-print software.

The administration of such a program should be consumer-controlled and market-
driven. Consumers should be able to choose among existing public programs such
as State Vocational Rehabilitation, Job Training Partnership Act, Personal Respon-
sibility Work Opportunity Restoration Act, Job Corp, etc. using a voucher or similar
method. In addition, a consumer should be able to purchase services (including per-
sonal assistance and assistive technology) from the private sector just as he or she
would purchase other goods and services in the community. Several concerns imme-
diately come to mind with this model:

A. How do we ensure that consumers have access in the private sector to all the
types of services needed all across the country, especially in rural communities?

B. How do we ensure that consumers receive quality services and avoid “fly-by-
nights”?”

C. How do we pay providers in a way that enables them to provide comprehen-
sive, ubiquitous services while still only paying for outcomes?

D. How do we ensure that providers are not “creaming,” that is, only serving
those who are easier and less costly to place, while those with the most significant
disabilities or harder to place get inadequate or no services?

E. How do we ensure that consumers use their vouchers for realistic services with
high potential for positive outcomes? What do we do if consumers purchase services
and then do not reduce reliance on SSI/SSDI?

Admittedly, our position is weak on this issue. The Return-to-Work Group, the
National Academy of Social Insurance and other private provider-based organiza-
tions probably can answer these concerns better than we. However, a mechanism
for consumers to evaluate providers and report problems to a consumer-controlled
protection and advocacy entity is a checks and balances approach that is highly rec-
ommended. Protection and advocacy entities exist today around the country to en-
sure that consumers can report problems with existing State VR and Independent
Living programs. Such a methodology could be applied to private providers also.
Current P&A agencies should be changed, however, to require that they be
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consumer-controlled; at least 50% of their Board of Directors and staff should be in-
dividuals with disabilities.

A comprehensive, compensable consumer training and program orientation should
be included in the reforms being proposed. NCIL members and consumers report
that consumers receive little or no information today about work incentives and the
information they do receive is often inaccurate. If consumers are expected to control
their own lives and start/return-to-work activities, they MUST have access to accu-
rate, timely information about their options.

NCIL’s Social Security Subcommittee has yet to address the issue of potential con-
sumer fraud or misuse of vouchers. Consumers with disabilities are like every other
segment of the population who pursue training and employment. If barriers and dis-
incentives are reduced, most will succeed and some will fail. The NCIL subcommit-
tee will take up this issue in the near future and report back to you on our position.
Current welfare reform efforts under the Temporary Assistance to Needy Families
(TANF) programs include sanctions of individuals who do not achieve work out-
comes. Perhaps a similar methodology could be deployed in the start/return-to-work
of individuals with disabilities at some point in the future. However, given the de-
plorable unemployment statistics among SSI/SSDI beneficiaries, we believe that
such a significant number of individuals with disabilities could and would return
to work if the disincentives were removed from the system that directing much at-
tention to fraud and sanctions at this time is premature.

The role SSA should play in the whole start/return-to-work effort is, with all due
respect, to just get out of the way. Susan Daniels, Associate Commissioner of the
Office of Disability Policy at the Social Security Administration, is right on target.
She has said many times that the SSA is a safety net there to provide cash benefits
to people who simply cannot work at some point in their life. They are not qualified
to be traffic cops or vocational providers. Yet the current system puts the SSA in
a position to determine whether an individual has the capacity to work, whether an
individual’s work goal is realistic and can only refer an individual with a work goal
to the State VR system that can serve only a limited number of these beneficiaries.
SSA caseworkers are not qualified to make these decisions nor does such a system
empower the person who knows most about capacity to work—the consumer him/
herself. The SCI’s role should be as it was intended originally: determine whether
an individual is eligible for cash benefits based on inability to perform substantial,
gainful activity. Provide the safety net needed by such individuals until such time
as they determine they no longer need them in whole or in part. Although we know
that today only a tiny percentage of beneficiaries voluntarily leave the rolls, this sit-
uation should automatically correct itself by removing the barriers and disincen-
tives. In particular, de-linking availability of healthcare coverage from SS and SSDI
is critical to allowing beneficiaries to reduce their dependency. Likewise, a system
that allows for gradually leaving the rolls and reduced dependency by those who can
work part-time or episodically would greatly impact the likelihood of more bene-
ficiaries starting or returning to work.

2. Some individuals are so severely disabled that they may not have any remaining
capacity to work. Although no one should be prevented from trying to work, we
wouldn’t necessarily expect all disabled recipients to work. But, there are some dis-
abled individuals who would be good candidates for rehabilitation services. Yet, we
know that Social Security law requires suspension of benefits for those SSDI and SSI
recipients who refuse to accept vocational rehabilitation services. Should legislation
requ?ire that recipients with potential for work take advantage of return-to-work serv-
ices?

2. At this time NCIL’s position is that beneficiaries found to be eligible for SSI/
SSDI benefits should not be required to start or return to work. Since the over-
whelming majority of current beneficiaries are not starting or returning to work, it
is intuitively obvious that something is wrong with the current approach. We believe
that millions of current beneficiaries could start or return to at least part-time or
temporary work. However, most are fearful to even try to do so because those who
have tried have experienced such punitive attitudes and outcomes by the SSA’s inef-
ficiencies and errors, that they never try again and advise others not to try. Further
until the current disincentives and barriers are removed and we have some data on
the results (qualitative as well as quantitative), a system that REQUIRES a return
to work will be more punitive than is justified at this time. Discussion of such a
requirement also poses the $64,000 question: Who determines “potential for work”
and how is that determined? We need only look at the “medicalized” Workers’ Com-
pensation system with its “100% recovered” approach to know how that would end

up.
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3. Do we need to provide additional incentives in the law for employers to hire indi-
viduals with disabilities?

3. Employers hire qualified individuals to get the job done. Our proposal includes
employer incentives we believe to be useful. However, the most important issue for
employers is not the “incentives” but rather a “reduction of perceived risk.” Employ-
ers, especially small employers, want to be assured that they will not increase their
liability and costs. Our proposal includes exemptions of the employer’s FICA match.
However, allowing employers to take tax credits when they actually incur additional
expenses directly related to an employee’s disability makes sense. We know from
data published over the years by employers that the average employee with a dis-
ability is not expensive in terms of accommodations. However, have we done an ade-
quate job of employing pepsins with the most significant disabilities? We do know
that only a tiny percentage are returning to work so what would the actual costs
be for these workers? Employers need an assurance that they can recoup extraor-
dinary costs when those occur. Job coaches, sign language interpreters, on-the-job
personal assistance can be costly. Yet we know that an employer tax credit would
rarely cost more than keeping that individual with the most significant needs out
of the workforce and totally dependent upon public entitlements.

4. If only one tax credit could be implemented for disabled Social Security recipients,
would you recommend a personal assistance tax credit or a disabled worker tax cred-
it? Please explain.

4. We highly recommend tax credits for personal assistance but that includes a
broad definition of personal assistance. For example, attendant care in preparation
for and returning from work in addition to on the job, personal assistance on the
job such as sign language interpreters, readers, job coaches, etc. and assistive tech-
nology such as voice synthesis software, hand controls, home modifications, etc.
should all be available with a tax credit where it is not employer-provided. The dis-
abled worker tax credit is designed for low wage earners and serves a very different
purpose. We are proposing both but believe the personal assistance credit is critical.
The personal assistance credit also removes those types of services from the typical
“medical” category, which we believe is more of 90’s concept! Personal assistance is
a lifestyle issue rather than a medical issue but is just as necessary to the independ-
ence and well-being of a person with a disability as medical services.

—

Questions received from Hon. Jim Bunning, and Subsequent Responses
from Bonnie O’Day

1. Have you discussed your recommendations with SSA? And if so, what has been
their reaction? I recognize that your forums have been ongoing over the last few
months and your report is about to be finalized, however many of the issues you have
raised have been around for a long time. Why, in your view, are only a few of the
NCD’s recommendations included in the Administration’s ticket proposal?

¢ The NCD recommendations have been informally shared with Social Security
personnel during the development and public hearing stages. Additionally, Social
Security officials attended several of the public hearings held by NCD. While the
SSA has provided technical information and support during proposal development,
SSA has not formally responded to NCD’s proposals.

e SSA’s Ticket proposal is budget neutral. In contrast, the NCD believes that
some up-front expenditure of funds is essential for the ticket program’s success, and
did not limit itself to “no-cost” approaches. We do believe, however, that over time,
the NCD proposals will prove to be cost effective by returning recipients of SSI and
SSDI to work.

2. You suggest that Congress should designate a certain percentage of trust fund
monies for a competitive grant for information dissemination about return-to-work
incentives. How do you envision such a program working?

e QOur intention is that centers for independent living, employment agencies, dis-
ability organizations, and other local agencies be offered the opportunity to submit
grant applications to SSA through an RFP process to provide employment counsel-
ing services to SSI/DI applicants and beneficiaries. SSI/DI applicants should imme-
diately be referred to such services. Employment counselors located at these agen-
cies would explain how to use the SSI/DI work incentives, inform applicants of the
vocational training and other supports available to them through vocational reha-
bilitation and other agencies, and help applicants negotiate through the bureau-
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cratic maze so that they can make full use of the work incentives and employment
services available.

3. How important to a successful return-to-work program are rehabilitation provider
evaluations?

¢ To maximize choice of rehabilitation providers, consumers must have concrete,
performance based information about rehabilitation providers. This information
should be based primarily upon outcome measures such as numbers and types of
placements, wages, types of disabilities served, and consumer satisfaction. This in-
formation should be widely disseminated, since independently gathered, outcome-
based information is crucial to consumers in making informed decisions. If this in-
formation is lacking, consumer choice will be based largely upon public relations
materials distributed by agencies, relating choice to the size of agency advertising
budgets rather than consumer outcomes.

4. Some individuals are so severely disabled that they may not have any remaining
capacity to work. Although no one should be prevented from trying to work, we
wouldn’t necessarily expect all disabled recipients to work. But, there are some dis-
abled individuals who would be good candidates for rehabilitation services. Yet, we
know that Social Security law requires suspension of benefits for those SSDI and SSI
recipients who refuse to accept vocational rehabilitation services. Should legislation
rjequ?ire that recipients with potential for work take advantage of return-to-work serv-
ices?

¢ During the Houston meeting, where the first draft of the NCD proposals were
drafted, consumers held a heated discussion about whether recipients should be re-
quired to use the work incentive and vocational services. Consumers felt strongly
that a far greater number of SSI/DI recipients could return to work, and that the
culture of lack of expectation of work prevalent in the Social Security system should
be altered. However, there is no fail-safe evaluation mechanism that can accurately
assess an individual’s likelihood of successful employment. Much depends upon the
local economy, education, skill, age, level of disability, and motivation of the recipi-
ent. Additionally, a holistic rather than piecemeal approach, which includes voca-
tional training, medical insurance, cash or other assistance and employer incentives
may be needed to enable recipients to return to work. Until all of these elements
are in place, a punitive system which coerces beneficiaries to use return-to-work
services is likely to result in waste of effort for the rehabilitation agencies, complex
administrative enforcement procedures for SSA, and significant anxiety for consum-
ers.

5. Do we need to provide additional incentives in the law for employers to hire indi-
viduals with disabilities?

e The NCD believes that employers should receive a tax credit for any additional
costs incurred for hiring someone with a disability. For example, employers are cur-
rently required to offer the same level of health coverage to employees with disabil-
ities that they offer to other employees. Under our proposal, the employer would re-
ceive a credit only for any additional health care expenses resulting from the indi-
vidual’s disability. The NCD also supports a tax credit for employers who provide
disability diversity training to employees.

Several hearing participants also testified about the devastating impact of em-
ployer discrimination on their efforts to find employment. While not contained in
this proposal, the NCD strongly supports the provision of additional resources to the
Equal Employment Opportunity Commission and the Department of Justice for
ADA education, mediation and enforcement.

6. If only one tax credit could be implemented for disabled Social Security recipients,
would you recommend a personal assistance tax credit or a disabled worker tax cred-
it? Please explain.

The NCD supports a Disability Work Expense (DWE) tax credit that would reim-
burse 75 percent of an individual’s expenses related to preparing for, traveling to
and from work, and any expenses incurred at work. The reimbursement could not
exceed the individual’s gross earnings, and would be capped at expenses of $15,000
per year.

The DWE Tax Credit would include any personal assistance services (PAS) ex-
penses in preparing for work, traveling to and from work, and during the work day.
Additionally, it would benefit SSI/DI recipients who do not use personal assistance
by covering other disability-related items used for work, such as adaptive equip-
ment, readers or drivers for blind persons, or other supports.
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Questions received from Hon. Jim Bunning, and Subsequent Responses
from Tony Young

1. In your testimony, you mention that SSA’s current work incentives are expensive
to administer and too often result in benefit overpayments that recipients must pay
back. Since SSA’s payment system is not able to compute monthly accounting for
earnings, it seems to me that the $1 for $2 offset would result in multiple overpay-
ments for those recipients attempting to work. Are you concerned at all about this?

Yes, this does present a concern. However, we propose several changes to the pro-
cedure through which the current $1 for $2 offset for SSI recipients is administered
that would mitigate this problem. First, we recommend that the offset be calculated
on a Quarterly rather than a monthly basis. This would avoid the common problem
of the five pay check month that pushes recipients into an overpayment problem.
Second, we recommend that the offset be administered in $100 increments; that is,
for every $100 earned, a recipient foregoes $50 in benefits. This would level out
many small changes in income that would require a minor adjustment in benefit
payments. These changes to the way benefit offsets are administered, if applied to
the current SSI offset and the proposed SSDI offset, would save SSA millions of dol-
lars in administrative costs over the next five years. In addition, we recommend
that SSA be directed in legislation that it should work with the IRS to begin access-
ing quarterly IRS earnings statements electronically to facilitate the processing of
any benefits offset. There should be an interagency working agreement between
SSA and IRS to facilitate the administration of the offset. SSA should electronically
access the quarterly earnings reports submitted by employers to ascertain the earn-
ings levels of beneficiaries participating in the offset program, calculate the correct
?_ffse}l; alr(nounts, and distribute the change equally over the next three monthly bene-
1t checks.

2. Some individuals are so severely disabled that they may not have any remaining
capacity to work. Although no one should be prevented from trying to work, we
wouldn’t necessarily expect all disabled recipients to work. But, there are some dis-
abled individuals who would be good candidates for rehabilitation services. Yet, we
know that Social Security law requires suspension of benefits for those SSDI and SSI
recipients who refuse to accept vocational rehabilitation services. Should legislation
requ?ire that recipients with potential for work take advantage of return-to-work serv-
ices?

The legislation should not require recipients to take advantage of return-to-work
services. We know that there are SSI/DI beneficiaries who are good candidates for
potentially returning to work or entering the workforce for the first time. What we
do not know with any certainty is which SSI/DI beneficiaries are those who can suc-
cessfully enter or reenter the workforce. There is no proven technique or test that
can accurately, reliably predict success in employment based upon disability status.
If there was, it is uncertain whether or not the benefits of such screening would
outweigh the administrative cost of testing SSI/DI beneficiaries for work potential
and tracking their participation. We recommend that every beneficiary be given a
ticket and allow the providers in the free market system to use its marketing tools
to entice beneficiaries to access employment services.

3. Do we need to provide additional incentives in the law for employers to hire indi-
viduals with disabilities?

No. Given the current economic demand for workers and the recent questions re-
garding the effectiveness of incentives for employers to hire workers from targeted
populations, it is inappropriate to provide additional incentives in this law for em-
ployers to hire individuals with disabilities. If the Subcommittee wishes, it may con-
sider studying the potential to expand WOTC to SSDI beneficiaries as well as SSI
beneficairies and make it permanent.

Chairman BUNNING. We have a second panel. John Halliday, di-
rector of the Bureau of Rehabilitation Services in Windsor, Con-
necticut, and chairman of the Council of State Administrators of
Vocational Rehabilitation, Social Security Relationship Committee;
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Richard Christman, from Metro Industries, from my home State,
Lexington, Kentucky and reading his testimony will be Mary
Gennaro, from the American Rehabilitation Association; Dr. Thorv
Hessellund, president of the National Association of Rehabilitation
Professionals in the Private Sector, from Pleasant Hill, California;
Fred Tenney, president of Southwest Business Industry and Reha-
bilitation Association in Scottsdale, Arizona; and Stephen Start,
chief executive officer and president of S.L.. Start & Associates in
Spokane, Washington.

And Barb would like to introduce her constituent.

Mrs. KENNELLY. Thank you, Mr. Chairman. I am delighted that
Mr. Halliday from Connecticut is able to be with us. As a public
servant dedicated to helping individuals return to the workplace, I
think he is eminently qualified to talk about the barriers to em-
ployment for people with disabilities, and I thank him very much
for coming to Washington today to share his knowledge with us.

Thank you, Mr. Chairman.

Chairman BUNNING. Mr. Halliday, would you like to begin,
please?

STATEMENT OF JOHN HALLIDAY, DIRECTOR, CONNECTICUT
BUREAU OF REHABILITATION SERVICES, ON BEHALF OF
COUNCIL OF STATE ADMINISTRATORS OF VOCATIONAL
REHABILITATION

Mr. HALLIDAY. Thank you, Mr. Chairman. Mrs. Kennelly, thank
you very much for your kind remarks.

It is a pleasure and an honor to have the opportunity to address
this Subcommittee on behalf of the Council of State Administrators
of Vocational Rehabilitation.

As you are aware, the public vocational rehabilitation system has
been providing services to SSDI and SSI recipients since the begin-
ning of those programs, and continues to do so. We have dem-
onstrated, through our partnership with consumers, families, other
government agencies and the private sector, success in assisting in-
dividuals on SSI and SSDI to enter employment.

Over 45,000 people a year who are SSI and SSDI recipients are
entering employment as a result of that effort. The challenge before
us is to increase both the number entering employment and the
earnings of those individuals.

The association provided, I believe, a white paper to the Mem-
bers of the Subcommittee.

[The information follows:]
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COUNCIL OF STATE ADMINISTRATORS OF VOCATIONAL REHABILITATION

PRESS RELEASE

FOR IMMEDIATE RELEASE CONTACT: Jack Duncan
General Counsel
CSAVR
202-638-4634

CSAVR WHITE PAPER ON SSA DISABILITY BENEFITS

(Washington D.C.) In an effort to break the cycle of dependency and put more people with
disabilities now receiving Social Security Disability benefits to work, the Council of State
Administrators of Vocational Rehabilitation (CSAVR) has produced a White Paper offering some
necessary solutions and recommendations.

The Council noted that each week, the Social Security Administration (SSA) pays more than $1
billion to people with disabilities on Social Security Disability Insurance (SSDI) and Supplemental
Security Income (SSI). Under the current Social Security Disability Income programs, fewer than
1.5 percent of those beneficiaries return to work annually and cease to receive benefits. Meanwhile,
the Social Security disability rolls have increased by at least 13 percent since 1991.

The Council further noted that many of these beneficiaries can work, and want to work, but are
prevented from doing so because of the manner in which the SSA disability income programs are
structured. Beneficiartes fear the loss of the financial security of regular monthly income payments
as well as loss of associated medical benefits.

Solutions proposed in the White Paper include:

1. Increase financial incentives to work and reduce the risk of losing benefits, particularly for
SSDI recipients.
2. Increase the involvement of the Public Vocational Rehabilitation Program to prepare SSA

Disability recipients for competitive employment.

3. Change the current work incentive structure from negative to positive.
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4 Form a partnership of the SSA, the Rehabilitation Services Administration and the CSAVR
to work toward getting people with disabilities out of the Social Security disability
dependency loop and giving them a stake in their future.

John Halliday, Director of the Connecticut Bureau of Rehabilitation Services, testifying on Thursday,
July 24, before the House Subcommittee on Social Security, at which time the White Paper was made
public, said: "All parties agree that the current Social Security Disability Income Program does not
work. Better use of the Federal-State Public Vocational Rehabilitation Program, coupled with
improved incentives for people with disabilities to go to work, would significantly reduce the
SSI/SSDI roles.”

The Council is an organization comprised of the chief executive officers of the eighty-one (81) State Vocational
Rehabilitation Agencies responsible for the administration of the Federal-State program designed to assist persons with
disabilities to become employed.
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COUNCIL OF STATE ADMINISTRATORS OF VOCATIONAL
REHABILITATION

SOCIAL SECURITY RELATIONS COMMITTEE
Charles LaRosa, Chairperson
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HIGHLIGHTS OF CSAVR WHITE PAPER:
VR AND SOCIAL SECURITY

|HISTORICAL PERSPECTIVE |

e 1970°S - SSA/VR Program, Forward Funding
* 1980’s - Legislative Changes, Reimbursement Program
e SSA’s Dual Strategy
e Alternative Programs,
e Short Term Demonstration Projects
e Private Providers
o [n-house Program
e Cost of over 830 million dollars
®  Results never released
e Trust Fund Reimbursements
e Under-funded
e Extensive time delays
e Structural Flaws
Referral at time of Cash Award
Two year delay in reimbursement
Poor Communication
Referral at time of award/denial of cash benefits
Delay in Reimbursement payments
Poor communication

e & o & o 0

| THE PROBLEM |

Current System Does Not Work

Fewer than 1.5% of beneficiaries return to SGA long enough to get off benefits

Structural Disincentives vs. service delivery as the Primary Issue

SSA Issue is twofold:
e Provide a benefit and work incentive package to assure that beneficiaries

will not avoid the risk of work return;

e Create a partnership with the Public VR Program

e Structural Disincentives

* Increase in initial DDS allowances, only 5% increase in referrals to VR

e For every $100 SSA spends on cash benefits, it spends little more than $.10
on VR

¢ Decline in Reimbursement Money to states (FY96 $65 million should have
been $84 million)

e Decline in Claims Processing (lowest in 7 years)

e Backlog in Claims and Reimbursements (7570 claims pending as of
9/30/96, with a total dollar amount of $84,264,158)

e SSA Capacity Issue
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e Work Disincentives

e Recipients do not continue work at SGA

e SSA Analysis of the Issues
o Loss of security of regular monthly payments
e Young people have no opportunity to develop job skills
e Complexity of system

e CSAVR Analysis of the Issues
e Loss of Cash Benefits
e “all or nothing” approach
o No gradual phase-down of benefits
o Loss of Medical Benefits

RECOMMENDED SOLUTIONS I

Overhaul of work incentives, particularly for SSDI
Proactive engagement of the Public VR Program
¢ Recommended Changes to the Current Work Incentive Structure

e Sliding scale system for reduced cash benefits for SSDI with protection of

medical coverage

Immediate Medicare coverage

Unlimited Extended Period of Eligibility

Simplify and fully explain existing work incentives

VR Program counselors
¢ Recommended Changes for the Relationship Between SSA and VR
¢ SSA/RSA/CSAVR Agreement

Assign responsibility for development and approval of PASS Plans to Public

« Routine invitations to VR by SSA to assist applicants to develop employment

goals as part of the disability determination process
e More timely funding of Rehabilitation Costs
¢ Long Term Recommendations for the SSDI/SSI Disability Program
e Temporary Total Disability
e Temporary Partial Disability

- CONCLUSION | l

¢ Public VR is the single source dedicated to returning SSA Disability
beneficiaries to work

e Streamlining

e Legislative Proposals

e New Benefit and Work Incentive Package

e Partnership between SSA and VR
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VOCATIONAL REHABILITATION AND SOCIAL SECURITY L

EXECUTIVE SUMMARY -

HISTORICAL PERSPECTIVE
Through the 1970’s and 1980’s, the Social Security Administration (SSA) and
the Public Vocational Rehabilitation Program (VR) attempted different
strategies to return SSDI/SSI beneficiaries to work. In the early 1980’s,
Congress changed the law by which VR agencies were reimbursed for services
from forward funding to a service based reimbursement program. The SSA
implemented these changes without addressing work disincentives and other
system barriers, and began a process of disengagement from the Public VR
Program.

THE PROBLEM

The current SSA return to work programs for beneficiaries are not working. The
General Accounting Office (GAO) reported that “..Each week the Social
Security Administration (SSA) pays over $1 billion in cash payments to people
with disabilities on DI and SSI. While providing a measure of income security,
these payments for the most part do little to enhance the work capacities and
promote the economic independence of these DI and SSI recipients. Yet societal
attitudes have shifted toward goals, as embodied in the Americans With
Disabilities Act (ADA), of economic self-sufficiency and the right of people
with disabilities to full participation in society.” (GAO/T-HEHS-96-147, June 3,
1996).

Structural Disincentives

The SSA’s rehabilitation and employment efforts for its beneficiaries have not
kept pace with the growth of the Disability Program. Although there has been a
staggering increase in allowances for SSDI/SSI benefits, this has not been
reflected in referrals to the Public VR Program for employment services.
Despite the lack of referrals directly from SSA, the Public VR Program
continues to work with SSDI/SSI beneficiaries. In fact, states continue to
increase the number of claims submitted and continue to increase the efficiency
and accuracy of these claims. This has created a backlog of reimbursement
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claims pending decisions, compounding an already threatening issue of capacity
for SSA.

Work Disincentives

The experience of the Public Vocational Rehabilitation Program over time has
demonstrated that the greatest barriers to return to work for beneficiaries are the
disincentives connected to loss of medical and cash benefits. The SSA
Disability Program in many ways is designed to discourage attempts at work
return by its beneficiaries. Barriers identified have included the “all or nothing”
approach to employment and public insurance for persons with disabilities,
disincentives for individuals who have had no previous opportunity to develop
job skills, and a complex system of work incentives which seems to dissuade
many individuals with disabilities from even attempting work return.

RECOMMENDED SOLUTIONS
Change the Current Work Incentive Structure by providing:

s sliding scale system for reduced cash benefits for SSDI beneficiaries, with
protection of medical coverage,

o immediate Medicare coverage similar and equal to SSI under Medicaid,

¢ unlimited extended period of eligibility, and

¢ simplified work incentive program.

Change the Relationship Between the Social Security Administration and the
Public Vocational Rehabilitation Program:

e continue developing and implementing the SSA/RSA/CSAVR
Agreement,

e institutionalize the connection between VR counselors and SSA
District Offices in order to assist applicants to develop employment
goals as part of the disability determination process, and

e more timely funding of rehabilitation costs.

Fix the SSDI/SSI Disability Programs over the long term by creating a system
of:

e Temporary Total Disability, and
e Temporary Partial Disability

CONCLUSION
The Public VR Program is the one single employment program dedicated to
returning Social Security Disability Program beneficiaries with all types of
disabilities to work on a national basis. The State VR Agency utilizes a process
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of individualized vocational services that has recently undergone substantial
streamlining.

It is now time for the SSA to re-engage in a partnership with the Public VR
Program, make use of this information, and get down to work in order to
improve the employment programs for disabled beneficiaries of the Social
Security Disability Programs.
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CSAVR White Paper
VR and Social Security
Page 1

HISTORICAL PERSPECTIVE: I

As the Social Security Disability rolls continue to rise dramatically, it
becomes increasingly important to evaluate the effectiveness of the current
system for supporting individuals with disabilities in their efforts to return
to' work. There is widespread agreement that the disability system in its
current form has many structural flaws preventing individuals with

disabilities from returning to work.

This situation, with all of its complexities, has taken a
long time to develop. In the 1970s, SSA and State
Vocational Rehabilitation Agencies developed a program
to return SSDI/SSI beneficiaries to work. This effort
included forward funding by SSA to VR to provide
dedicated  vocational rehabilitation services to
beneficiaries, referred at the point of allowance/
disallowance for benefits. Although mechanisms have
been in place to pursue individuals not cooperating with
VR, in practice such pursuit has never been followed or
sustained, mainly due to political pressures. There are no
known cases of beneficiary status being terminated by
SSA, and SSA has actively discouraged the Public VR
Program from identifying beneficiaries who refuse
employment  opportunities.  Additionally,  work
disincentives inherent in the SSA disability system were
so powerful as to essentially dissuade many potential
workers from risking employment.

e

o work :
disincentives
inherent in the
SSA disability
system were so
powerful asto
essenfially =
dissuade many
potential
workers from
risking :
employment.

Much attention was given to this system in the late 1970’s and early 1980’s,
resulting in legislative changes in 1981. The Omnibus Reconciliation Act
of 1981 changed the way that vocational rehabilitation agencies were
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CSAVR White Paper
VR and Social Security
Page 2

reimbursed for services to help beneficiaries to go to work. The change
from forward funding to a reimbursement system was a significant systemic
change which had a negative impact on cooperative efforts. State VR
agencies were no longer funded to designate specialty counselors to
exclusively serve SSA beneficiaries. SSA shifted to a system of
reimbursement for success, rather than engaging in a cooperative ongoing
process designed to address the structural flaws within the disability
programs. For much of the last decade, SSA has employed a dual strategy
to address the problems in the disability programs:

1. Exploring a variety of alternative programmatic solutions to employment
of beneficiaries, by funding a series of short-term demonstration projects,
such as:

funding private providers for VR services,
running an in-house VR program,

vouchering employment and training services, and
developing enhanced referral systems.

The demonstration projects have cost the SSA over $30 million dollars and
have duplicated rehabilitation resources in an effort to re-invent the case
management model originally developed by the Public Vocational
Rehabilitation Program. Despite this expenditure, the SSA has never
released the results of the various studies it has undertaken to look at
alternatives to the current system. For this reason, the CSAVR cannot
comment on the findings.

2. Maintaining a Trust Fund Reimbursement System for services rendered
by the State VR Agencies over the last ten years, resulting in payment at
least nine months after beneficiaries leave benefits and, now under new
regulations, allowing for "alternative providers" to the State VR Agencies to
operate under the same reimbursement system.

The reimbursement program has been examined on a yearly basis by
both CSAVR and SSA jointly. The program started with tremendous
obstacles, including inadequate funding of the Trust Funds dedicated
to the program. Advocacy on the part of the CSAVR in the
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VR and Social Security
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mid-1980's resulted in increased funding. However, the following
structural flaws have never been adequately addressed:

e Referral from SSA to State VR Agencies occurring at the point of
award/denial of SSDI/SSI Benefits, despite data that this is the
time least likely to result in engagement by the individual in a
process resulting in a return to work.

The DDS referral process often operates to discourage,
rather than encourage, appropriate and effective
vocational rehabilitation outcomes. Currently, the DDS
refers 10-15% of their applicants to the Public VR
Program at the time of disability determination,
immediately following the completion of a complex
process to prove their inability to work at the SGA
level. As a result, only a very small percentage of the
people referred actually follow through and apply for
VR  services. As discussed further in the
recommendations that follow, VR needs to be involved
early in the process so that a proactive stance can be
taken to help the applicant understand that SSI/SSDI
should be viewed as a resource providing financial
security during the rehabilitation process to develop
new work skills.

e Reimbursement occurring often more than two years after initial
expenditure by the State Agency. This delay is caused by service
time, the time taken in the trial work period, and SSA time in
processing reimbursement claims.

o Poor communication between SSA and the State VR Agencies,
particularly in the area of follow-along of a beneficiary's earning
status, due to overly complex regulations on the release of such
information by SSA. This has resulted in a lower than necessary
claims award rate to State VR Agencies.
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CSAVR White Paper
VR and Social Security
Page 4

The Public Vocational Rehabilitation Program stands ready to address these
issues in partnership with Social Security. National forward funding
strategies and/or a more timely reimbursement process could be put in place
by SSA, as part of an overall cooperative effort to address the identified
barriers to better performance outcomes within the system. Regrettably, the
result of SSA's lack of a coherent strategy on employment, along with the
on-going problems of work disincentives, has been a de-emphasis of the
relationship between State VR Agencies and SSA. This situation must be
turned around if any improvements in the overall system are to occur.
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CSAVR White Paper
VR and Social Security
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THE PROBLEM: I

The current Social Security Disability Programs
and related employment programs for beneficiaries
are not working. The Social Security
Administration's (SSA) employment data shows
that fewer than 1.5% of beneficiaries return to
substantial gainful employment long enough to get
off benefits. The General Accounting Office
(GAO) reported that “...Each week the Social
Security Administration (SSA) pays over $1
billion in cash payments to people with disabilities
on DI and SSI. While providing a measure of
income security, these payments for the most part
do little to enhance the work capacities and
promote the economic independence of these DI
and SSI recipients. Yet societal attitudes have
shifted toward goals, as embodied in the
Americans With Disabilities Act (ADA), of
economic self-sufficiency and the right of people
with disabilities to full participation in society.”
(GAO/T-HEHS-96-147, June 5, 1996).

) 1
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Although Social Security Disability Programs are still based on the premise
that persons with severe disabilities are unable to work, the goals of the
Public Vocational Rehabilitation Program are consistent with society’s
attitudinal shift. The Rehabilitation Act of 1973, as amended, provides
flexibility for persons with disabilities to choose their vocational outcome

and level of work and income.

Public VR Program’s emphasis on competitive employment.

National data clearly demonstrates the

Of the more

than 200,000 individuals who were rehabilitated by the Public Vocational
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Rehabilitation Program in 1996, over 87 percent were placed in integrated,

competitive employment.

It is clear that there are both structural disincentives and work disincentives

preventing Social Security Disability Program
beneficiaries from returning to meaningful
employment. The only national program that
addresses the employment needs of all persons
with disabilities through direct service is the
Public Vocational Rehabilitation Program. For
this reason, CSAVR does not accept the
position as "one of the stakeholders,” but
instead believes that the Public Vocational
Rehabilitation Program should be a true partner
in this overall effort. State Vocational
Rehabilitation Agencies have implemented
significant service improvements which directly
impact on the ability to meet the employment
needs of SSDI/SSI beneficiaries, including
streamlining programs, providing more focused
attention to the employment needs of people
with the more severe disabilities, and the
development of new technologies and strategies
resulting in greater employment outcomes. The
Public VR Program assists employers and
employees in identifying and arranging for

|
The only national
program that addresses. -
the employment needs of ';I
all persons with
disabilities through direct
service is the Public
Vocational Rehabilitation
Program. For this
reason, CSAVR does not
accept the position as.
"oneof the
stakeholders,” but instead|
believes that the Public
Vocational Rehabilitation
Program should be a true
partnerin:this overall

effort.
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reasonable accommodations, provides technology to assist persons in
reaching their employment goals, and serves persons with disabilities

holistically.
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The General Accounting Office Report from June of 1996 concluded that
“In line with placing greater emphasis on return to work, [the GAO]
believes that the [SSA] Commissioner needs to develop a comprehensive
return-to-work strategy that integrates, as appropriate, earlier intervention,
earlier identification and provision of necessary return-to-work assistance
for applicants and beneficiaries, and changes in the structure of cash and
medical benefits. As part of that strategy, the [SSA] Commissioner needs to
identify legislative changes that would be required to implement such a
program.” (GAO/T-HEHS-96-147, June 5, 1996)

The recommendations outlined in this Paper are consistent with the GAO’s
findings. The Public Vocational Rehabilitation
Program has been requesting for many years that
Congress evaluate the importance and potential
effectiveness of work incentive changes such as

Ceilt is the

those outlined in this Paper. The findings of the
GAO Report also support the CSAVR’s belief that
it is the disincentives in the current SSA Disability
Program, not the service delivery system, that keep
people from entering or maintaining employment.
Most of the recent proposed legislation targeting
change within the Social Security Disability
Program focuses primarily on the service delivery
system for vocational rehabilitation services. Most
studies on the Social Security Disability Program
demonstrate that disincentives are the primary
barrier keeping beneficiaries from work, and
virtually all studies of the Public Vocational

dzsmcentzves inthe
current SSA -
Disability Program, ‘
not the service
de; vei:v system, that

enteringor
maintaining
employment.

”|k

Rehabilitation Program show it to be highly cost-effective. In light of these
two clearly demonstrated facts, it seems that the approach the Social

Security Administration needs to take is twofold:

1) Provide a benefit and work incentive package that assures that
beneficiaries will not avoid the risk of return to work, including a
redesigned SSDI Program and a comprehensive health care package.
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2)  Create a partnership with the Public Vocational Rehabilitation
Program to provide the most effective and efficient services to Social
Security Disability Program beneficiaries, rather than risking Trust
fund dollars on the implementation of costly experimentation with an
untried new service delivery system.

STRUCTURAL DISINCENTIVES

The SSA’s rehabilitation and employment efforts for its beneficiaries have
not kept pace with the growth of the SSDI |
Program. National statistics (1991 - 1994) show The SSA’s

a staggering increase of 13% in initial allowances ‘
for the SSI and SSDI programs. For the same
period, there was only a 5% increase in referrals

rehabilitation and
employment efforts

system, referral decisions are controlled by the with the growth of
SSA. These circumstances begin to demonstrate the SSDI Pfogram.
how the system of national Social Security - ;

Disability Programs has cost the Social Security

. s
to the Public Vocational Rehabilitation Program for its beﬂ,€ﬁ01117' tes
for employment services, and in the current have not kept pace

Trust Funds and the American economy hundreds !
of millions of dollars each year in cash and related health benefits. On
analysis, this situation is the result of an overall web of law, regulation,
policy and practice based on the out-dated concept that persons with severe
disabilities are, by definition, unable to work.

In 1993, the GAO reported: “. .. Helping people with disabilities return to
work has been a low priority of SSA and the Congress for both the SSI and
DI programs, and, in fact, SSI and DI return virtually no one to work . . . for
every $100 SSA spends on cash benefits, it spends little more than $.10 on
VR, and few recipients are referred for VR services . ..” (GAG/PEMD-93-
19, Aug. 27, 1993).

The SSA attributes “static” reimbursement figures to a capacity issue on the
part of the Public VR Program, even though they have never surveyed state
agencies to determine their capacity level. Recent reimbursement program
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statistics, however, demonstrate that the capacity issue is not on the part of
the Public VR Program, but rather on the part of the SSA. For Federal
Fiscal Year 1996, the Public VR Agencies increased the number of claims
submitted for reimbursement by eleven percent, while increasing their
allowance rate by seven percent. For the same year, SSA decreased their
processing of claims by eleven percent. If SSA had processed claims at the
same rate in FFY96 as FFY95, rather than processing the lowest number of
claims in seven years, the Public VR Program would have received
$84,147,798 for vocational rehabilitation services instead of $65,480,627.
This would have been the highest reimbursement amount ever (16%
increase over FFY95).

As states continue to increase the number of claims submitted and continue
to increase the efficiency and accuracy of claims, it becomes clear that the
backlog of claims pending decisions (7,570 claims pending as of September
30,1996 with a total dollar amount of $84,264,158) will continue to grow,
thus compounding the already threatening issue of capacity for the SSA.

WORK DISINCENTIVES

The experience of the Public Vocational Rehabilitation Program over time
has demonstrated that the greatest barriers to return to work for beneficiaries
are the disincentives connected to loss of medical and cash benefits. These
fears are compounded by the complexity of the work incentive structure
itself. A 1994 Lou Harris Poll found that 80% of people with disabilities
who were unemployed said they wanted to return to work. However, 54
percent said they could not work full time, because they would lose their
benefits.
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As a conservative estimate, about 40 percent of the
1.2 million people with disabilities served annually
by the Public Vocational Rehabilitation Program are
SSI/DI recipients. Of the 209,000 people with
disabilities who go to work from the Public VR
Program annually, approximately 45,000 are SSI/DI
recipients. Of that, 6,000 become recipients for
whomm the states are reimbursed as having achieved
9 months of work, or longer, at or above Substantial
Gainful Activity (SGA - $500 in earnings per
months). After receiving vocational rehabilitation
services and achieving work status, 30,000-40,000
SSI/DI recipients did not continue to work at a

|

... the greatest
barriers to returnto
work for beneficiaries
are the disincentives
connected to loss of
medical and cash.
benefits. F

Substantial Gainful Activity (SGA) level. These figures lend support to the
notion that it is not a lack of motivation that prevents individuals with
disabilities from working, but rather a result of systemic flaws in the

disability program.

The SSA Disability Program in many ways is structurally designed to
discourage attempts at employment by beneficiaries, regardless of their
current capacity. In fact, the leadership of the SSA has acknowledged the
problems and barriers related to returning persons with disabilities to
employment in its report titled “Defining a Work Employment Strategy for
People With Disabilities (September, 1994). These barriers include:

e The loss of security of regular monthly payments from the SSA in
contrast to uncertain, unstable employment prospects which often do not
provide medical benefits and that pay relatively low wages.

* Young people coming onto benefits have no opportunity to develop job

skills and are, therefore, likely to stay on benefits.

e The complexity of the system makes it difficult for people with
disabilities to understand, and makes it complex for the SSA to

administer.
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Although SSA acknowledges that these issues are barriers to employment,
CSAVR’s analysis is that the barriers are more extensive. The two primary
issues in looking at disincentives to employment revolve around loss of
cash benefits and loss of medical benefits as a result of work activity.

These issues affect both SSDI and SSI beneficiaries, but the disincentives
are greater for SSDI recipients, where benefits awarded are often equal to or
exceed the value of past or potential earnings, particularly when medical
benefits are considered. There is no gradual phase-down of benefits when
SSDI beneficiaries attempt work return, as is available to SSI beneficiaries.
This “all or nothing” approach to employment and public insurance for
persons with disabilities, young or old, does not work, and often results in
the under-employment of persons receiving SSDI benefits. The gradual
phase-down of benefits based on earnings, as available to SSI recipients, is
widely held as a stronger work incentive than the trial work period.

Loss of medical benefits is another critical issue in the return to work efforts
for individuals receiving benefits from the SSA Disability Programs.
Recent proposed legislation has attempted to address the issue of medical
insurance, but the scope of the legislation is not sufficient to alleviate the
fears of beneficiaries faced with the loss of medical coverage. (Specific
recommendations are discussed further, p. 13). Until significant changes
are made to address these issues, the numbers of beneficiaries leaving the
Social Security rolls will not rise dramatically.

The tragedy of thousands of beneficiaries out of work on a chronic basis is
compounded by the fact that, despite SSA’s years of research about these
systemic barriers, little has been done, legislatively or otherwise, to fix the
system. We believe that a fundamental change at the Federal level is
needed to promote interaction and collaboration between the Social Security
Administration, the Rehabilitation Services Administration (RSA), and
Public State Vocational Rehabilitation Agencies.
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RECOMMENDED SOLUTIONSJ

When State VR counselors incorporate discussions about benefits planning
into vocational rehabilitation planning, the counselors are met with
skepticism and fear, based on a past history of inconsistent information.
The CSAVR recommends that the numbers of re-employed SSDI
beneficiaries and the employed persons on SSI could be immediately
improved through the following steps:

e An overhaul of the available work incentives for both SSDI and SSI
beneficiaries, and, particularly DI.

e Proactive engagement of vocational rehabilitation programs that have
demonstrated an ability to put beneficiaries back to work through
forward funding and coordinated service delivery between SSA
disability programs and State VR Agencies in SSA District Offices
across the country.

RECOMMENDED CHANGES TO THE CURRENT WORK
INCENTIVE STRUCTURE:

¢ Include a sliding scale system for reduced cash benefits for SSDI
beneficiaries, with protection of medical coverage similar to the SSI
1619 A and B program. SSDI benefits should be gradually reduced
based on income instead of providing full benefits until date of
termination.

e Immediate Medicare coverage similar and equal to SSI under Medicaid.
SSA should recognize that for many individuals, a potential loss of
medical benefits is their biggest worry. The current 24 month waiting
period for Medicare forces people to become dependent on Medical
Assistance, a system that does not promote employment because of the
“spend-down” provisions. Medical coverage should include personal



145

CSAVR White Paper
VR and Social Security
Page 13

attendant care services and prescription drugs needed to maintain
employment (e.g., psychotropic medications for serious mental illness).
Medical benefits should continue (through a sliding fee scale based on
earnings) after cash benefits end to allow people to consider employment
opportunities that may not include adequate health insurance coverage.

e Provide an unlimited extended period of eligibility. As long as an
individual’s medical condition exists, s/he would not have to go through
a new eligibility determination for SSDI if their earnings decreased.

e Simplify and fully explain existing work incentives. Many beneficiaries
referred to VR are unaware of, or do not understand, the work incentives
currently provided by SSA. Brochures and other forms of
communication must be simplified so that people understand the intent
of the program. If an earlier intervention strategy is developed between
the SSA and the Public VR Agencies, VR counselors could fully explain
the incentives at the time of application for SSA/VR benefits and then
incorporate them into the rehabilitation plan. Furthermore, the SSA has
been reluctant to provide information in writing as to what will happen
to an individual’s benefit if they go to work. For some people, having
the information in writing reduces their anxiety to return to work.

e Assign responsibility for development and approval of PASS plans to
Public Vocational Rehabilitation counselors. The GAO report on the
SSA’s PASS Program (GAO/HEHS-96-51, pages 22-24) indicates that
Social Security District Office staff do not have sufficient vocational
expertise to adequately assess PASS plans. Public VR Program
counselors possess the necessary education, training and experience to
assist individuals in developing vocational goals which will lead to
employment through PASS plans. They should, therefore, be given the
responsibility for PASS plan approval. The result would be increased
collaboration between the front line Public VR counselors and the SSA
district staff and therefore, an increased number of employment
outcomes resulting from PASS plans.
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RECOMMENDED CHANGES FOR THE RELATIONSHIP
BETWEEN THE SOCIAL SECURITY ADMINISTRATION AND
THE PUBLIC VOCATIONAL REHABILITATION PROGRAM:

o The SSA and the Rehabilitation Services Administration (RSA) need to
continue with developing and implementing the SSA/RSA/CSAVR
Agreement to promote employment opportunities for people receiving
SSDI/SSI benefits.

e The CSAVR recommends that Public VR counselors routinely be invited
by SSA District Offices to assist applicants to develop employment goals
as part of the disability determination process. This proactive stance
would promote rehabilitation and employment over a person’s remaining
on the SSDI/SSI rolls permanently.

e Provide more timely funding of rehabilitation costs. More timely
reimbursement of expenditures would allow the Public VR Program to
expand services to SSA beneficiaries.

LONG-TERM RECOMMENDATIONS FOR THE SSDI/SSI
DISABILITY PROGRAMS:

e Introduce a Temporary Total Disability from Work Award as an
alternative to the current permanent benefit and Continuing Disability
Review (CDR) system. Combined with the proactive engagement of
Vocational Rehabilitation at the point of first contact with the SSA, a
temporary total award determination would stress that SSI/SSDI should
not be viewed as a permanent lifelong benefit.

Individuals should apply with the SSA and VR concurrently, and the
two agencies should share medical records and other applicable
information.  If the applicant is determined eligible for both
programs, cash benefits should be tied to active participation in a
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rehabilitation program that will lead to employment within a
specified time frame. Instead of a CDR review date, benefits would
cease at the end of the specified time frame and the person would
need to reapply for SSA benefits if he or she has not achieved
employment.

It is recognized that some people may not benefit from VR services.
Participation in VR for people with rapidly progressively or
catastrophic disabilities, and people over the age of 60, should be
voluntary. Permanent disability benefits should be awarded to these
individuals with no medical review date.

e Further, the CSAVR recommends the introduction of “Temporary Partial
Disability” for persons with stable conditions who are able to work,
(albeit not at SGA), instead of requiring the person to stop working in
order to maintain eligibility for full SSDI benefits. This could be
designed on a sliding scale for reduced cash benefits based on income,
similar to the SSI system. These changes would reduce the “all or
nothing” aspects of the current system for SSDI recipients. Also, such a
system would reward initial attempts at part-time work, which is very
often possible and available to beneficiaries early after benefit award.
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CONCLUSION: I

The Public VR Program is the one single source dedicated to returning
Social Security Disability Program beneficiaries with all types of
disabilities to work on a national basis. The State VR Agency utilizes a
process of individualized vocational services that has recently undergone
substantial streamlining. The changes brought on by the Rehabilitation Act
Amendments of 1992 dovetail in many ways with the needs and
expectations of the SSA and beneficiaries who are seeking to return to
work. If systemic disincentives are addressed, a newly streamlined State
VR system that utilizes an existing Public/Private service delivery system is
poised to address the return to work effort for SSDI/SSI beneficiaries.

Many legislative proposals targeted at SSA system redesign have recently
surfaced. A few of the proposals support a competitive referral model,
opening up referrals of Social Security Disability program beneficiaries to
alternate providers. The CSAVR believes that disincentives and policy and
procedural issues, not choice of service provider, have been the primary
causes of the low rate of benefits termination due to return to work
outcomes. It is clear that changes in the SSA benefit structure must be
made regardless of who provides rehabilitation services. The Public VR
Program has much to offer in terms of history and experience supporting
individuals with disabilities in their return to work efforts, and would
welcome the opportunity to be involved in discussions relevant to
legislative changes.

As outlined in the Problem Statement, there is clearly a twofold approach
for the SSA to take to address the structural and work incentives inherent in
their current Disability Program:

1) Provide a benefit and work incentive package that assures that
beneficiaries will not avoid the risk of return to work. To be effective, it
would need to include a redesigned SSDI Program, similar to the current
SSI structures, as well as including comprehensive health care benefits.
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This package should be readily understandable and accessible nationally
to SSDI/SSI beneficiaries.

2) Develop a partnership with the Public Vocational Rehabilitation
Program to provide the most effective and efficient services to Social
Security Disability Program beneficiaries, rather than risking Trust fund
dollars on the implementation of costly experimentation with private
providers. The SSA should serve as the primary referral base to
established Public VR Agencies with expertise in meeting the
employment needs of persons with disabilities.

It is now time for the SSA to re-engage in a partnership with the Public
VR Program, make use of this information, and get down to work in order
to improve the employment programs for disabled beneficiaries of the
Social Security Disability Programs.

Mr. HALLIDAY. I will not go through all of that. I would like to
focus on a couple of key barriers and our main recommendations
if I may.

The barriers we see come in three main areas: One is disincen-
tives. And the panel before us did an outstanding job of identifying
the major ones there.

Clearly the availability of medical coverage is a key factor in pre-
paring for and maintaining employment.

It is the advances in treatment and rehabilitation that allow peo-
ple to function at work and to increase their employment levels.

The other disincentives are the structural ones, and those are the
ones I would like to spend the most time talking about. They fall
into the following areas.

We need to become much more effective in identifying those on
disability who are involved in rehabilitation activities. In order to
do this, we need to work very closely with the Social Security Ad-
ministration so that I could come here and say, of the approxi-
mately 7,000 people in Connecticut who are active participants in
vocational rehabilitation, x number are on SSI and SSDI.

Today I cannot do this because we have been unable to get the
necessary information from Social Security.

We have to be able to give recipients fast, clear, accurate, and,
most of all, predictable information regarding work incentives. Like
all of us, if I cannot get clear answers in a very complex matter,
and the decisions I make will have direct impact on what my in-
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come is, what my benefits are, and it is fuzzy and it is unclear—
I am not going to act.

We are concerned and scared by contradictory information. We
need to provide consumers clear, understandable information so
that they can make decisions that will hold up over time.

The other structural barrier is the impact of reimbursement on
benefit systems. As I come here before you today, the latest figures
I have show 87 million dollars’ worth of potential reimbursable
costs sitting in Baltimore. These are reimbursement claims the
public vocational rehabilitation agencies are asking Social Security
to consider for people who have gone to work for a minimum of 9
months.

These funds need to be turned around more quickly so that they
get back into the VR system, where they will be spent in returning
individuals to work.

I think one of the things you heard the panel before say, and we
have talked about in our report, is clearly people need work incen-
tive education. Much of the information they get, unfortunately, is
from hearsay, and off the street. It is inaccurate, and does not con-
tribute to their being able to make timely decisions.

Those kinds of changes in that kind of system can be done with-
out adding cost.

The other point that we are deeply concerned with is that we do
not spend our scarce resources on building infrastructure and com-
peting systems. We need cooperation and collaboration between the
public and private sectors to maximize our financial resources.

Many recipients of SSDI are also receiving services from private
programs such as workers’ compensation or disability insurance.
We need to look at jointly working toward the common goal of em-
ployment.

Thank you for this opportunity. We are available to work with
you, and look forward to doing so. Thank you, Mr. Chairman.

[The prepared statement follows:]

Statement of John Halliday, Director, Connecticut Bureau of Rehabilita-
tion Services; and Chair, Council of State Administrators of Vocational
Rehabilitation, Social Security Relationship Committee

Chairman Bunning and distinguished members of the Subcommittee, it is a privi-
lege to have the opportunity to provide testimony on behalf of the Council of State
Administrators of Vocational Rehabilitation (CSAVR) regarding the barriers facing
Social Security Disability recipients in their efforts to return to and maintain em-
ployment.

The CSAVR is composed of 81 state officials who administer the Public Vocational
Rehabilitation program in the 50 states, the District of Columbia and the territories.
This program has a history of providing vocational rehabilitation services to recipi-
ents under the various Social Security Disability Programs since the inception of the
SSDI and SSI programs. Our goal today is to share with your our understanding
of the factors that impact individuals receiving Social Security Disability Benefits
as they consider active participation in our national economy.

We are proud of the history and achievement of the Public Vocational Rehabilita-
tion Program in assisting annually thousands of recipients of Social Security Dis-
ability to prepare for, enter, and maintain employment. Of the 1.2 million people
served annually by the Public Vocational Rehabilitation Program, 40% are conserv-
atively estimated to receive SSI and SSDI when they enter or participate in the Vo-
cational Rehabilitation System. Over 200,000 individuals enter work annually
through their efforts with the Public Vocational Rehabilitation Program. Approxi-
mately 45,000 of these individuals are also SSI and SSDI recipients. The level of
partnership with consumers, families, and other public and private rehabilitation
programs exhibited in the delivery of services through the Public Vocational Reha-
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bilitation Program is exemplary and this partnership has brought about the success
of the Program. It is through the continued growth and development of such part-
nerships that our efforts to assist increased numbers of individuals with SSI and
SSDI need to be based.

The mandate of the Public Vocational Rehabilitation Program is to assist eligible
individuals with disabilities to enter and maintain competitive employment in the
full range of economic activities that our society offers.

The barriers to Social Security recipients entering and maintaining employment
fall into three categories: disincentives, structural issues and resource issues.

In the area of disincentives, the barrier is the availability of continued Medicare
and Medicaid eligibility to cover the costs of treatment, medicine and other nec-
essary services that in fact, enable people with significant impairments to enter and
maintain employment. These barriers are well documented and widely agreed to.
The other major disincentive is the loss of income, both perceived, and in some cases
real, resulting in individuals finding themselves in severe economic crisis. There is
broad agreement that we need to continue to work on various modifications to the
Medicare and Medicaid structures in order to enable persons with disabilities to
continue to have access to necessary medical and rehabilitation treatments.

One of the greatest disincentives to Return-to-Work is the lack of understandable
information on what will happen to both cash benefits and medical coverage. I refer
to this as the twilight zone, in that one feels lost in a fog of confusion with con-
tradictory messages often being received. Beneficiaries are frequently told to just go
ahead and take a job, so that they then, only after taking it, will be informed as
to what will happen to their benefits. The system must be simplified to encourage
persons to return to work. The redesign of this system should be focused on a cus-
tomer service orientation which would result in people having confidence around re-
turning to work. We must decrease the great unknown that we ask people to leap
into when we ask them to consider return to work.

In the area of structural barriers, it is clear that the timing of outreach to encour-
age beneficiaries to return to work is poor. It is poor because it occurs at a time
when persons with disabilities are either trying to prove they cannot work or when
they have just been allowed benefits. Also complicating the matter is the lack of a
joint method between the Public Vocational Rehabilitation Program and the Social
Security Administration to determine who is receiving benefits.

It gets worse when you look at the reimbursement process where bureaucracy, in
terms of paper, is extremely time consuming to the Public Vocational Rehabilitation
Agency. Then, as if this frustrating process is not enough, there is the unpredict-
ability of response and reimbursement of funds in a timely fashion.

The impact of these two structural areas can be seen clearly when the Public Vo-
cational Rehabilitation Agency tries to set up a process to check with Social Security
on the status of applicants or eligible individuals. There is no easy and consistent
way we can do this nationally. This leaves states in the situation of having to try
to get the information directly from consumers who are often receiving services from
numerous programs and are somewhat confused as to exactly which they are receiv-
ing and why. In addition, at the time of placement into employment, there is no
easy way to identify whether or not an individual was, and still is, receiving Social
Security Benefits. This clearly impacts on the reported effectiveness of the Public
Vocational Rehabilitation Program. An example in Connecticut: For a short period
of time we were able to access information and, as a result, identified an increase
in a three month period of 30 percent of the cases we could identify who were in
employment above the Substantial Gainful Activity level who were on SSI and SSDI
and therefore would qualify under the Reimbursement Program. If this is an indica-
tion of the true impact Public Vocational Rehabilitation has on employment out-
comes for beneficiaries, clearly improvements in identifying those receiving Social
Security would show that, in fact, the Public Vocational Rehabilitation Program is
even more effective than the present data shows.

Due to the lack of predictability around the timeliness of reimbursements, State
Vocational Rehabilitation Agencies find themselves unable to determine funding lev-
els and, thus, unable to commit more funds to the delivery of services to SSI and
SSDI recipients. The current structure of the Return-to-Work Program costs the So-
cial Security Administration no money since the full up front costs for services ad-
ministration collection is borne by the Public Vocational Rehabilitation Program.
Even under these conditions, Social Security, apparently, has been unable to design
an effective, efficient and timely reimbursement structure. One must, therefore,
raise the question of what will happen with a wider, more complex system of reim-
bursement that is contained in many of these proposals.

A third barrier is the area of resources. It is interesting that one of the general
assumptions behind many of the Return-to-Work proposals is the idea that access
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to services through the Public Vocational Rehabilitation Program and other rehabili-
tation agencies is problematic for individuals on SSI/SSDI. I must say that I have
never heard this as a complaint from consumers. We may have heard of individuals
who did not get a particular service, but we have never heard that they can not
get into an agency, make application or have their eligibility determined, develop
plans, etc. If there are limitations on services, it is due to the lack of actual funding
available to the agencies rather than lack of access or openness to serving SSI and
SSDI recipients. These individuals would be placed on a waiting list until funds be-
come available. In fact, the priority set by the Rehabilitation Act as amended in
1992, matches perfectly with the priority of returning individuals on SSI and SSDI
to employment.

The Rehabilitation Act ensures that Public Vocational Rehabilitation Program
funding and the reimbursements received through the Social Security Reimburse-
ment Program go back into vocational rehabilitation services and, thus, those re-
sources are available to serve more individuals. Proposals we have reviewed, to this
point, seem to have no assurances that the funds reimbursed or paid out through
various schemes would, in fact, add any new capacity to provide vocational rehabili-
tation services at the community level. Many of the proposals suggest that there
might be considerable pitfalls in them, such as the shifting of costs to public pro-
grams by creating potential windfalls in private for-profit programs. This would
happen as a result of most of the proposals allowing for-profit programs to serve
only those individuals who are already involved with them due to their agreements
under insurance and other programs. In these situations, there would be no new ca-
pacity created and no incentive to expand funds to serve more individuals beyond
those already receiving services. Furthermore, these proposals lack any appeal proc-
ess or fair hearing for individuals who would receive services.

I have seen some references to private disability programs having higher percent-
ages of success in terms of Return-to-Work figures. It would be interesting to do
some real demographic studies on the populations served by private disability pro-
grams. In general, one could assume that they would probably be individuals who
have attained much higher levels of education, job training and income who have
the resources and perceive the risk to protect their present income levels. If such
individuals require disability, they clearly have numerous options for employment
that would not be available to the full range of individuals served by Social Security
who do not possess these advantages. One might then ask, is this really a fair com-
parison or are we looking at a population with specific characteristics that is served
primarily by private disability programs?

I would like to discuss, for a moment, some of the main recommendations that
the CSAVR has made regarding the Social Security Program. We are presenting to
you today a Paper which we have developed outlining our concerns and rec-
ommendations.

First, we must eliminate what we call the “leap of faith” or the “all or nothing
approach,” whereby recipients must be either on or off benefits with no sliding scale,
etc. We recommend for SSDI that consideration be given to some type of sliding
scale benefit rather than the “trial work period” approach. There must be continued
eligibility for Medicare coverage and the type of community health services provided
under Medicaid. We realize that in both of these areas there are cost concerns which
must be projected and considered for possible financial impact.

We recommend simplification of the Work Incentives Program, including employ-
ment related work expenses, 1619 A&B provisions, PASS Programs, etc. We further
recommend that the Committee consider these programs being administered by the
Public Vocational Rehabilitation Program rather than by the present system of try-
ing to deal with the Social Security Administration structure. The Social Security
Administration does many functions extremely well, particularly the issuing of
checks and determining of financial disability eligibility. It does not, however, have
the expertise nor the structure to administer incentive programs which help people
deal with planning beyond just the Social Security Programs. Consideration must
also be given to the various other Federal, State, Local resources and programs
available in order to complete and implement a successful Return-to-Work effort.

We strongly urge continued joint effort based on the Agreement that now exists
between the Social Security Administration, the Rehabilitation Services Administra-
tion, and the CSAVR. In terms of identifying effective and specific plans for out-
reach, it is important to provide education and information to Social Security recipi-
ents regarding Return-to-Work opportunities. Secondly, we must work to simplify
the reimbursement program so that this can be done quickly with the minimum of
paperwork.

The cooperation of the RSA, the SSA, and the CSAVR will help us begin to chip
away at the mixed message we give our citizens and our communities regarding dis-
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ability. On the one hand, under Social Security, we identify people as totally dis-
abled, unable to be involved in any economic activity in their community, and in
fact, so disabled that their impairment may result in death. On the other hand,
under Title I of the Rehabilitation Act and the Americans with Disabilities Act, we
assume that persons with disabilities, regardless of their impairment, have the ca-
pacity to work, and should have that opportunity. We cannot underestimate the im-
pact of having to implement these paradoxical messages. For example, we ask treat-
ing physicians and other health professional to, on the one hand, describe the sig-
nificant level of impact of impairment such that it prevents the person from doing
any work in the community for at least a year in order for them to be eligible for
Social Security. A short time later, we turn around and ask those same people to
describe what functional strengths and potential for employment the Social Security
recipient has. This double message impacts the individual with the disability, all the
individuals who interact with him or her, and the community at large, creating a
sense of confusion around what potential individuals with disabilities have and
what our public policy is toward disability.

In order to address these larger public policy issues, we have suggested a long
term consideration of a temporary disability program for some groups. For example,
individuals who acquire a disability at a young age could be granted a fixed period
of financial eligibility for benefits, combined with ongoing availability of medical cov-
erage. They would be required to be involved in Vocational Rehabilitation to con-
tinue their education and/or development of vocational skills to enter the workforce.
Another way of addressing this would be the consideration of a temporary, partial
disability program which would provide for the needs of individuals who require
Disability after they have developed job skills and have been in the labor market.
This approach would allow them to continue to participate in the labor market rath-
er than having to make the decision to describe themselves as either totally unable
to work or able to work, with nothing in between.

In conclusion, we believe that the Public Vocational Rehabilitation Program is ef-
fective in providing vocational rehabilitation services to SSI and SSDI recipients.
Thousands of these individuals enter employment each year. We have streamlined
the Public Program and have reached out to the Social Security Administration. The
Public Vocational Rehabilitation Program has greatly increased its flexibility. We
are working in partnership with Social Security and other public and private agen-
cies, particularly in researching ways to effectively simplify incentives to “Return-
to-Work.”

This partnership must continue. In addition, there are critical questions which we
must ask:

Do we want to take our precious limited resources and invest them in competing
pg{ol;cly administered structures which do nothing to increase the resources avail-
able?

Is it our goal to create more levels of public programs and greater confusion on
the part of recipients and providers in the community as to who is doing what?

Does it make sense to set up public and private agencies as competitors and risk
damaging the good collaborative efforts which currently exist within the Vocational
Rehabilitation Community?

Our answers to these questions must be “No” if we believe those with disabilities
should be offered the same choices as others to fully participate in the economic ac-
tivity of their communities.

I wish to thank you on behalf of CSAVR. We stand ready to actively participate
in the development and continued evolution of an effective coordinated employment
program for Social Security Disability recipients.

Chairman BUNNING. Ms. Gennaro, would you read Mr.
Christman’s statement?

STATEMENT OF RICK CHRISTMAN, EXECUTIVE DIRECTOR,
METRO INDUSTRIES, LEXINGTON, KENTUCKY; AND
KENTUCKY ASSOCIATION OF COMMUNITY EMPLOYMENT
SERVICES; AS PRESENTED BY MARY GENNARO, AMERICAN
REHABILITATION ASSOCIATION

Ms. GENNARO. Thank you, Mr. Chairman. Rick Christman was
honored to have been given the opportunity to testify here today,
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and I know as a fellow Kentuckian he was thankful for your lead-
ership. And unfortunately weather kept him in Kentucky. All his
flights to try to get here were canceled. So thank you for your kind-
ness in letting me read his testimony.

I am the executive director of Metro Industries, a not-for-profit
community rehabilitation program in Lexington, Kentucky. Metro
Industries provides employment, occupational skills training and
job placement to people with a variety of barriers to employment,
including persons with disabilities.

I am representing today a group of like organizations in Ken-
tucky known as the Kentucky Association of Community Employ-
ment Services. Metro Industries is also a member of the American
Rehabilitation Association.

As you are already aware, the state of affairs for persons with
disabilities relative to employment is sad. According to a survey
conducted by Lou Harris for the National Council on Disability in
1994, only 68 percent of persons with disabilities in the United
States are unemployed, an actual increase in unemployment for
this population, compared to 1986.

This disturbing phenomenon has worsened despite our Nation’s
passage of the Americans with Disabilities Act in 1990. While not
all persons with disabilities are SSDI or SSI recipients, this statis-
tic serves to underscore the problem of the explosion in beneficiary
rolls.

Accordingly, in addition to rights and public access for persons
with disabilities, policymakers should equally focus on pro-
grammatic innovation and the elimination of work disincentives.

The current system for delivery of employment-related services to
beneficiaries can be improved. What is necessary is a choice-based
market-driven service delivery system which will drive effective-
ness and innovation. And, second, the alleviation of risk of loss of
health insurance.

With regard to the implementation of a market-driven service de-
livery system, and the correct assumption that SSDI/SSI bene-
ficiaries would benefit from having a much larger pool of service
providers from which to select, we know that a provider pool will
not have to be developed from scratch.

In addition to public providers, there already exists in every com-
munity providers known as community rehabilitation programs. In
fact, some 6,700 organizations exist to provide employment-related
services to persons with disabilities.

Unfortunately, only a fraction of beneficiaries are referred to
these organizations. By creating a workable payment mechanism,
and directly linking beneficiaries to service providers, the underuti-
lized potential of these organizations will be unleashed.

In the State of Kentucky, members of our association worked in
cooperation with Kentucky’s Department of Vocational Rehabilita-
tion to develop a highly accountable fee for service outcome-based
funding mechanism.

Taking a page from the farsighted vision of Kentucky DVR, a
similar mechanism could also be fashioned for the Social Security
Administration. Because of the 9-month trial work period necessary
for beneficiaries to demonstrate their job placement success, and
the investment needed to prepare someone for employment, a fee
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system based on the attainment of certain milestones will be nec-
essary.

These milestones would include completion of a rehabilitation
plan, 60 days of employment, and 9 months of employment. Then
continued payment based on savings will support ongoing mainte-
nance of the former recipients’ employment status.

Without these milestones, too many providers will find it impos-
sible to participate.

Now, to the issue of work disincentives. Over the course of my
20-year career in vocational rehabilitation, one of the prime fears
I have encountered among recipients and their families is health
care. Most people are far more concerned about loss of Medicaid or
Medicare than of cash benefits.

Because of this fear, when vocational rehabilitation professionals
work with recipients job placement into truly self-sufficient employ-
ment is seldom attained. Too frequently, we professionals assist
persons with disabilities to obtain positions below their abilities
and earning capacity simply to preserve health benefits.

The problem of the medical insurance disincentive is a complex
one to be sure. However, our agency has found that the SSI Pro-
gram and its graduated reduction of cash benefits against earned
income, with the recipient maintaining medical coverage, to be
much more conducive to employment than the structure of the
SSDI system.

A means of allowing recipients to purchase Medicare and Medic-
aid coverage after attaining self-sufficient employment is certainly
an idea worth serious consideration.

Thank you, Mr. Chairman for the opportunity to comment.

[The prepared statement follows:]

Statement of Rick Christman, Executive Director, Metro Industries,
Lexington, Kentucky; and Kentucky Association of Community
Employment Services

Thank you Mr. Chairman, and distinguished Members of the Subcommittee, for
the opportunity to testify on the important issue of assisting beneficiaries of Social
Security Disability Insurance (SSDI) and Supplemental Security Income (SSI) bene-
fits to increase their self-sufficiency through employment.

I am the Executive Director of Metro Industries, a private, not-for-profit commu-
nity rehabilitation program in Lexington, Kentucky. Metro Industries provides em-
ployment, occupational skills training and job placement to persons with disabilities
and other individuals with a variety of barriers to employment. Today, I am rep-
resenting a group of similar organizations in Kentucky known as the Kentucky As-
sociation of Community Employment Services (KACES). Metro Industries is also a
member of the American Rehabilitation Association.

The state of affairs for persons with disabilities relative to employment is unsatis-
factory. 1994 U.S. Census Bureau data indicates that 73.9% of persons with severe
disabilities, age 21 to 64, were not employed. It has been estimated that only about
one out of every 1,000 beneficiaries is rehabilitated each year (GAO/HEHS-96-62).
More people can and must be assisted to work or “return to work.” More that $57
billion in cash benefits was paid out to people with disabilities in 1995 through the
Social Security Disability Insurance (DI) and Supplemental Security Income (SSI)
programs. The United States General Accounting Office reports that if an additional
1% of the 6.6 million working-age SSI and SSDI beneficiaries were to “leave the
rolls,” by returning to work, lifetime cash benefits would be reduced by an estimated
$3 billion (GAO/HEHS-97-46, March 17, 1997). Guaranteeing rights and public ac-
cess has increased the ability of, and opportunity for, persons with disabilities to
become employed. Now we must also focus on programmatic innovation and the
elimination of work disincentives to increase employment.

The current system for delivery of vocational rehabilitation services to SSDI/SSI
beneficiaries has assisted people to become employed, but many more people with
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disabilities want to work and need access to the services which will enable them
to do so. A key element in helping them move into employment, and off of benefits,
is already in place, namely, the estimated 6,700 community rehabilitation programs
throughout the country. These community based organizations provide directly, or
facilitate the provision of, vocational rehabilitation services to individuals with dis-
abilities. They work with countless businesses across the country. Through quality
evaluation, training, placement and support, they assist people with disabilities to
work to their highest potential. We must expand access to rehabilitation services
and allow consumers to choose their providers from among the many public and pri-
vate providers available. This will enable more people with disabilities to receive the
services they need to participate in the workforce.

A combined outcome-based, milestone payment system is a necessity. An outcome-
based system will help ensure quality results, but milestone payments are also es-
sential for quality. If milestone payments are not available, too many community
rehabilitation providers will find it financially impossible to bear the risk of partici-
pating. The program must attract an adequate supply of diverse providers in small
and large communities alike. Providers should receive milestones payments at com-
pletion of an employment plan, after 60 days of employment, and after nine months
of employment. This essential for success of the program. Once a person with a dis-
ability is working and no longer eligible for benefits, the provider should receive a
percentage of the monthly benefit until five years post employment, while the per-
son continues to remain off of benefits.

The Alternate Participant Program illustrates the problem posed by an inad-
equate payment system. This program is likely to be little utilized because it only
reimburses for actual costs and payment is only made after a person has completed
nine months of work at the “substantial gainful activity” level or higher. For non-
blind individuals with disabilities this would be earnings of $500 a month or higher.
There must be a sharing of risk, otherwise participation will be limited to only a
few large providers who have the cash flow necessary to serve a substantial case
load with only the possibility of future payment.

Lack of access to adequate and affordable health care coverage is a significant
barrier to employment for persons with disabilities, which we must address in any
“return to work” effort. Over the course of my 20—year career in vocational rehabili-
tation and other disability-related positions, one of the prime fears I have encoun-
tered among persons with disabilities and their families is loss of health care cov-
erage, so much so, that the risk of the potential loss of one’s Medicaid or Medicare
coverage is often the primary impediment to work. Persons receiving SSDI and/or
SSI, who become employed, should be able to maintain their health care coverage.
Eligibility for Medicare and Medicaid should be maintained up to a certain level of
earnings at which point a person with a disability should be able to pay for contin-
ued coverage under these programs. The need for personal assistance and long-term
supports must also be addressed and Medicaid is virtually the only source of reim-
bursement for long-term services and supports.

We should also attempt to address the current economic disincentive to work
which exists for SSDI beneficiaries. In the current system persons face a sudden
lose of benefits after achieving a certain level of earnings over a period of time. This
loss of support occurs before the individual is earning enough to support him or her-
self, and acts as a financial disincentive to working.

Participation in the program should be voluntary, at least until the program is
in place for a period of time. It should also be fairly simple for a provider to be “cer-
tified” to provide services. Quality assurance should be built into the program. Pro-
viders should provide information on their services and outcomes in order to facili-
tate consumer choice. At the same time, providers should not be ranked or graded,
because this would involve comparisons which cannot be made fairly.

A “ticket” approach presents many concerns for providers. It will make the pay-
ment system difficult and uncertain. If a consumer needs more than one provider
at the same time, how will the funding represented by the ticket be disbursed? If
a consumer decides to change providers, how will payment be made?

To enhance the design and implementation of the program, a commission with
representation by consumers, providers and employers should be appointed. Work-
ing with the Social Security Administration, such a commission will ensure the de-
velopment of a program that, from the onset, has the input of all the parties most
critical to its success.

A system which provides for consumer choice, expands access to services, address-
es disincentives to work, provides for an adequate payment system, assures quality,
and includes key stakeholders in its design and implementation, will work. We need
to create such a system. Many, many people with disabilities who seek greater inde-
pendence and wish to more fully utilize their skills and abilities will benefit. The
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country as a whole will benefit as more of its citizens are able to more fully contrib-
ute to the community, lessening their dependence on government and contributing
to the tax rolls. Metro Industries, along with community rehabilitation providers in
Kentucky and throughout the country, stand ready to help create such a system and
work within it to assist more people with disabilities to increase their independence
and self-sufficiency through employment. Thank you Mr. Chairman, and members
of the Subcommittee, for the opportunity to comment.

Chairman BUNNING. Thank you very much. Next would be Dr.
Hessellund, please.

STATEMENT OF THORV A. HESSELLUND, ED.D., CRC,
PRESIDENT, NATIONAL ASSOCIATION OF REHABILITATION
PROFESSIONALS IN THE PRIVATE SECTOR, FRAMINGHAM,
MASSACHUSETTS

Mr. HESSELLUND. Thank you, Mr. Chairman. My name is Thorv
Hessellund. Today I am here as president of the National Associa-
tion of Rehabilitation Professionals, NARPPS, to provide our rec-
ommendations on Social Security reform.

I will cite how private sector can enhance the current system and
return those Social Security recipients with disabilities back to the
job market. In addition to being president of NARPPS, my edu-
cation is in rehabilitation counseling. I am a certified rehabilitation
counselor and have been in the field 31 years, 22 of those years as
? private case practitioner and businessowner in the State of Cali-
ornia.

I also serve as vice chair of the Washington, DC-based group,
Mainstream, a nonprofit group dedicated to creating jobs for indi-
viduals with disabilities.

NARPPS’ members, approximately 3,200 strong, are located in
every State in the country. Our organization represents private sec-
tor members who could be either a solo practitioner, a
businessowner, or a member of a regional or national organization.
But we all have one goal in mind.

And that is to take every referral we receive back to the maxi-
mum level of productive activity, with the most preferable outcome
being a return to suitable gainful employment.

NARPPS has formed many strategic alliances with this goal in
mind with other organizations, with the goal of providing high
quality rehabilitation services. Some of these organizations include
NASPPR, the National Association of Service Providers in Private
Rehabilitation; Vocational Evaluation and Work Adjustment Asso-
ciation, which is VEWAA; Mainstream, Inc.; the National Manage-
ment Alliance, based in Cornell; Return-to-Work Group Coalition;
as well as the Case Management Association Coalition.

Who are we? Who are the service providers? Educationally we
are most likely to have a master’s degree in rehabilitation counsel-
ing or a related field, a bachelor’s degree or higher in nursing or
it could be a registered occupational or physical therapist.

Our certifications include certified rehabilitation counselor, cer-
tified case manager, certified disability management specialist, cer-
tified rehabilitation nurse, certified vocational evaluator.

In some States, we must be licensed, depending on the State re-
quirements. Our referrals most commonly come from workers’ com-
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pensation carriers, long-term disability insurers, health insurers,
managed care companies, employers, attorneys and persons with
disabilities.

We have a proven history of effectiveness of providing savings to
the insurance industry by enhancing the functional levels of the cli-
ents we serve. We also must abide by a professional code of con-
duct, both set by our organization, NARPPS, as well as other orga-
nizations we belong to.

We are subject to peer review and malpractice if we do not ad-
here to these codes.

Our members have been following closely the dialog on Social Se-
curity reform. Privatization of vocational rehabilitation services for
Social Security beneficiaries is a huge potential referral source if
set up correctly.

The current system was established with good intention, and
public vocational rehabilitation professionals are some of the most
dedicated. Many of our members got our start there. I worked for
the State agency for 3 years myself.

However, due to the sheer scope and magnitude of the issue, the
public sector cannot do it alone. In fact, the private sector contin-
ues to exist and prosper, specifically because of our ability to re-
turn individuals with disability to gainful employment over a sub-
stantial period of time.

We would now like the opportunity to apply the success rate to
SSA beneficiaries.

What do we need in order to return SSA beneficiaries with dis-
abilities to gainful employment? The consumer group, the previous
panel, did an excellent presentation, and it was informative to hear
we are on the same page along these lines.

First, to minimize the disincentives beneficiaries have that im-
pede them from returning to gainful employment. First and fore-
most is to protect the beneficiaries’ health insurance, and in this
regard, we are in support of the 5-year continuation of Medicare
ccfgverage that is currently in the Rehabilitation Return to Work Act
of 1996.

Second, to tie beneficiary and service provider incentives to
benchmark outcomes. Third, to give the beneficiary an informed
choice through an option to select the rehabilitation service pro-
vider from a number of prequalified public and private sector serv-
ice providers.

Fourth, to establish benchmark milestone payments for services
rendered. We are in support of the milestone payment system as
proposed by the Return-to-Work Group in concept, and Return to
Work Act. Quite simply, our members would not be able to provide
services if we had to wait for 9 months or longer before we would
be paid for our services. There just would not be a market for us.

Five, the first milestone that we are recommending in terms of
payment is the point of termination of vocational feasibility. This
could be much the same as done by an independent screener, as
now exists with the Department of Labor, Federal Employee Com-
pensation Act.

Sixth, the higher service provider payments come at the point of
completion of an individual employment plan, and ultimately upon
return to work.
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On behalf of NARPPS, and myself, I want to thank you for the
opportunity to provide this testimony. And we remain available to
work further with the Subcommittee. I would be happy to answer
any questions at the appropriate time.

[The prepared statement follows:]

Statement of Thorv A. Hessellund, Ed.D., CRC, President, National Associa-
tion of Rehabilitation Professionals in the Private Sector, Framingham,
Massachusetts

INTRODUCTION

Good afternoon, my name is Thorv Hessellund. Today, I am here as President of
the National Association of Rehabilitation Professionals in the Private Sector
(NARPPS) to provide our recommendations on how to reform Social Security. More
specifically, I will cite how the private sector can enhance the current system and
return those Social Security beneficiaries with disabilities to gainful employment.

In addition to being President of NARPPS, I have a Doctorate in Rehabilitation
Counseling, I am a certified Rehabilitation counselor, a certified Case Manager with
31 years experience in the field of vocational rehabilitation, and for the last 22 years
I have been a California based private sector vocational case management business
owner and practitioner. I am also a current Vice Chair of Washington, D.C.-based
Mainstream, Inc.—a national non-profit organization dedicated to improving com-
petitive employment opportunities for individuals with disabilities—and a Director
of Vocational Programs for Paradigm, Inc.—a company that provides national cata-
strophic injury case management services.

NARPPS members, approximately 3200 strong, are located in every state in the
country. The number of medical and vocational rehabilitation professionals that
NARPPS actually reaches is much larger. Many organizations with multiple offices
and employees often take on limited membership and distribute our Newsletter,
Journals, and other communications internally once received. Our organization rep-
resents private sector members who may either be a solo practitioner, member of
a regional or national company, or a business owner. Whether the emphasis of the
company is medical or vocational case management or both, we all have one goal
in mind which is to take every referral to the maximum level or productive activity
with the most preferable outcome being the return to suitable gainful employment.

We are not alone in our dedication and proven results, NARPPS has engaged in
many strategic alliances and partnerships with other organizations united in the
cause of providing high-quality rehabilitation services to individuals with disabil-
ities. Some of these prestigious organizations are:

» National Association of Services Providers in Private Rehabilitation (NASPPR)

e Vocational Evaluation and Work Adjustment Association (VEWAA)

¢ Mainstream, Inc.

« National Management Alliance (Headed by Cornell University)

¢ The Return-To-Work Group Coalition

¢ Case Management Association Coalition

WHO ARE PRIVATE SECTOR REHABILITATION SERVICE PROVIDERS?

Educationally, we are likely to have master’s degrees in rehabilitation counseling
or a related field, a Bachelors degree or higher in nursing, or could be registered
an occupational or physical therapist. Our national certifications include Certified
Rehabilitation Counselor, Certified Case Manager, Certified Disability Management
Specialist, RN, BsN, Certified Vocational Evaluator, OTR, RPT are the most com-
mon designations. In some states, we must be licensed. Our referrals commonly
come from workers’ compensation carriers, long term disability insurers, health in-
surance companies, managed care companies, employers, attorneys, and persons
with disabilities. We serve several masters—our referral source, the payer, who is
not always one in the same, as well as the beneficiary of services. These referral
sources engage the services of private rehabilitation professionals in order to en-
hance the quality of life of the individual needing rehabilitation services, but also
to minimize the costs and long-term expense and liability involved in settling a
claim or caring for the long-term needs of individuals with disabilities, especially in
workers’ compensation cases.

Private sector rehabilitation professionals have a proven history of providing sav-
ings to the insurance industry by enhancing the functional levels of the clients they
serve. We adhere to the NARPPS professional code of conduct as well as those of
our particular certification(s). We are subject to peer review and malpractice if we
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do not adhere to these codes of conduct. We remain employed and/or in business
only if we achieve results. We are generally perceived only as good as most recent
referral. Though we have generally been paid on a fee for service basis, flat rate
billing for pre-agreed services is becoming more common place.

WE CAN APPLY OUR DESIRE AND ABILITY TO RETURN INDIVIDUALS WITH
DISABILITIES TO GAINFUL EMPLOYMENT TO SSA BENEFICIARIES

Our members have been following closely the dialogue on Social Security reform.
Privatization of vocational rehabilitation services for Social Security beneficiary is
a huge potential referral source. If properly structured, there is opportunity for cre-
ative and productive rehabilitation for those recipients who are able and desirous
of benefiting from return-to-work services. In many, if not most states, our members
are becoming increasingly handcuffed by regulations, such as workers’ compensa-
tion; managed care, which limit achievable outcomes. We are looking for new mar-
kets to utilize our proven capabilities. With Social Security reform, there remains
an opportunity to establish a results based system where the private sector works
in sync with the public sector toward one common goal, to return Social Security
beneficiaries to productive activity and thus taking them off the disability rolls. In
this way, we can work to bring our experience in delivering cost-effective, outcome
oriented services to Social Security beneficiaries with associated benefits of minimiz-
ing cost and long-term expense to the Trust Fund.

The current system was established with good intention and public vocational re-
habilitation professionals are some of the most dedicated. In fact, many of our mem-
bers got their start with State VR agencies. However, due to the sheer scope and
magnitude of the issue, the public sector cannot do it alone. The private sector has
a long and proven history of providing cost effective and successful return-to-work
outcomes within the insurance industry. In fact, the private sector continues to exist
and prosper specifically because of its ability to return individuals with disabilities
to gainful employment over a sustained period of time. We would now like the op-
portunity to apply this success rate to SSA beneficiaries.

WHAT WE NEED IN ORDER TO RETURN SSA BENEFICIARIES WITH DISABILITIES TO
GAINFUL EMPLOYMENT

1) Minimize the disincentives beneficiaries have that impede them from returning
to gainful employment. First and foremost is to protect the beneficiaries’ health in-
surance. In this regard, we are in support of the five year continuation of Medicare
coverage following return to work as proposed in the Rehabilitation and Return to
Work Act of 1996.

2) Tie beneficiary and service provider incentives to benchmark outcomes.

3) Give the beneficiary an informed choice through an option to select their reha-
bilitation service provider from a number of pre-qualified private and public sector
rehabilitation professionals.

4) Establish benchmark/milestone payments for services rendered. We are in sup-
port of the milestone payment system as proposed by the Return-To-Work Group
and as incorporated in concept in the Rehabilitation and Return to Work Act. Sim-
ply stated, our members will not become alternate providers under the current sys-
tem where payment is not available until after the beneficiary has maintained suit-
able gainful activity for nine months. The nine months could be reached anywhere
from one year to two or more years following referral, depending on the rehabilita-
tion services provided, and only the largest of national providers would have the
necessary cash flow to wait so long for compensation for their work.

5) The first milestone should be at the point of determination of vocational fea-
sibility. That is, a determination as to the likelihood of the beneficiary benefiting
from vocational rehabilitation services now or in the future. This is to performed
either by an independent screener(such as now exists with the Department of Labor
FECA referrals) or by the long term service provider.

6) The higher service provider payments come at the points of completion of an
individual employment plan and ultimately upon return to suitable gainful activity
for the full nine months.

CONCLUSION

For myself and on behalf of NARPPS, I want to thank you for the opportunity
to provide this testimony. We remain available if needed to work further with the
Subcommittee on legislation to return SSA beneficiaries to gainful employment.

I would be happy to answer any questions the Subcommittee may have for me
as a rehabilitation professional in the private sector.
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Chairman BUNNING. Thank you very much, Doctor. The next per-
son to testify is Fred Tenney, from Scottsdale, Arizona.

STATEMENT OF FRED E. TENNEY, PRESIDENT, SOUTHWEST
BUSINESS INDUSTRY AND REHABILITATION ASSOCIATION,
SCOTTSDALE, ARIZONA

Mr. TENNEY. Chairman Bunning, and Members of the Sub-
committee on Social Security, it is with a great deal of pleasure
and optimism that I reappear before this Subcommittee. I would
like to commend the Chairman and the Ranking Minority Member
for maintaining the momentum on this issue in a bipartisan man-
ner.

I would also be remiss if I did not compliment the Subcommittee
staff on their endeavors and their similar commitment to this very
important goal. My principle reason for testifying here today is to
answer the question, Can this be done?

I offer to you that not only can it be done, but that it has been
done. My experience in more than a half dozen research and dem-
onstration projects dealing with SSI and SSDI recipients, including
the often referenced Project Network, demonstrated beyond any
doubt that success in utilizing private sector rehabilitation provid-
ers is successful.

Here I must acknowledge the cooperation and professional ap-
proach of such people as Dr. Thomas Rush and Ms. Natalie Funk
and others from Social Security in creating a professional environ-
ment to implement these projects.

The case management approach to rehabilitating the SSI recipi-
ents is a valid approach. While some changes are necessary, I feel
that this prescriptive approach not only works but maintains the
sense of continuity and consistency, and, more importantly, avoids
being another bureaucratic handoff.

The advent of computerized technology and the ongoing medical
and rehabilitation achievements have led many U.S. taxpayers to
question the deep pockets of their Federal and State governments.
Civilized individualism has replaced the cradle to grave social con-
tract that arose early in the 20th century.

Educational institutions, social and religious organizations,
health care vendors and their respective funding sources have been
called upon to provide a system that allows all citizens to be full
participants in the economic achievements the world over.

Critical to the successful implementation of any return to work
program is inherent in the main premises of Project Network: The
case management concept that was able to provide ongoing con-
tinuity and coordination in the process of assisting people; a re-
source management component that insures adequate reimburse-
ment to providers of quality services, and management of those re-
sources to assure availability of services to clients as heeded; and
client empowerment in the whole decisionmaking process, not only
because it is right and reasonable, but because it creates vestitures.

I would like to drone on for a couple of hours, enthusiastically
describing the process and the success that we have had, but I
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would refer you to an article in the upcoming NARPPS Placement
Journal which documents this information.

The commission referenced in our proposal and the bill Chair-
man Bunning introduced last year is essential. Regardless of the
well meaning attacks, this is not another layer of bureaucracy.
Rather, an oversight commission compiled of all interests looking
out for the welfare of everyone.

It is a venue for all interests to give input outside the bureauc-
racy. This is a much needed and extremely valuable resource to all
concerned.

In addressing the State/Federal rehabilitation system, the facts
are indisputable. They have been less than responsive to this tar-
get population. It is recognized this is a rehabilitation program
meeting the needs of many in the community.

The sometimes heard concern that this bill would eliminate VR
rings hollow when they currently serve less than one-tenth of 1
percent of those SSA beneficiaries referred.

Again, as in the testimony I gave this Subcommittee 2 years ago,
I suggest keeping them in the system, and encouraging them to
participate as any other vendor. But please, keep the playingfield
level.

VR can and will be our partners in this process. We look forward
to our continued close relationship.

There are those who suggest this bill will promote creaming. You
bet it will. The question that goes begging is what is the definition
of creaming? The conventional definition has been serving only the
less disabled. Not so in my world.

Creaming to us in the private sector is serving those who want
to go to work. The severity of the disability has little to do with
our ability to get a person a job. In short, bring us someone who
wants to go to work, and we will almost without fail see that they
are employed in the shortest amount of time.

Incentives is a term that seems to be on everyone’s lips. The only
incentive we found to be critical is the ability to get medical insur-
ance. I urge you to facilitate a system that allows access to health
insurance as part of any bill you pass. Medical insurance has be-
come critical to all Americans.

There will be others who suggest that tax credits for extraor-
dinary expenses associated with employment are important. I have
no dispute with them, but I cannot testify to the critical need.

Employer incentives is a term that I have heard discussed most
often by people who are not in the actual job placement business.
Let me comment on a couple of issues relating to employer incen-
tives.

In the early fifties, this Nation embarked on a hire the handi-
capped campaign. It must have worked. There is little resistance
to hiring the disabled, and it’s getting better daily.

In short, businesses hire the disabled because it is in their best
interest, and, thankfully, socially accepted, not because of incen-
tives, but because it is the right thing to do.

Frankly, there are more jobs than there are people to fill them.
Demand exceeds supply.
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And I will submit the rest of my testimony in written form to the
Subcommittee. In anticipation of Mr. Collins being here, I had 1
page prepared for him from the last testimony.

[The prepared statement follows:]

Statement of Fred E. Tenney, President, Southwest Business Industry and
Rehabilitation Association, Scottsdale, Arizona

Chairman Bunning, members of the Subcommittee on Social Security, it is with
a great deal of pleasure and optimism that I appear before this Subcommittee. I
would like to commend the Chairman and the Ranking Minority Member for main-
taining the momentum on this issue and in a bi-partisan manner. I would also be
remiss if I didn’t compliment the Subcommittee staff on their endeavors and for
their similar commitment to this very important goal.

My principal reason for testifying here today is to answer the question, “Can the
private sector return SSDI recipients with disabilities to work?” I offer to you that
not only can it be done . . . but that it has been done. My experience in more than
a half dozen research and demonstration projects dealing with SSI/SSDI recipients,
including the often referenced Project Network, demonstrated beyond any doubt the
success of using private sector rehabilitation providers. Here I must acknowledge
the cooperation and professional approach of such people as Dr. Thomas Rush, Ms.
Natalie Funk and others from SSA in creating a professional environment to imple-
ment these projects.

The “case management” approach tested in Project Network was successful in re-
habilitating SSA recipients and would be a valid approach on a larger scale. While
some changes are necessary for full national implementation, I feel that this tested
prescriptive approach not only works but maintains a sense of consistency, and
more importantly avoids being another bureaucratic hand out.

The advent of computerized technology and the ongoing medical and rehabilita-
tion advancements have led many U.S. taxpayers to question the “deep pockets” of
their federal and state governments. “Civilized individualism” has replaced the “cra-
dle to grave” social contract that arose earlier in the Twentieth Century. Edu-
cational institutions, social and religious organizations, health care vendors, and
their respective funding sources have been called upon to provide a system that al-
lows all citizens to be full participants in the economic advancements occurring the
world over.

Critical components to any successful return to work program are: 1) a case man-
agement component to provide ongoing continuity and coordination to the process
of assisting people, 2) adequate reimbursement to providers of quality services, and
3) client empowerment in the whole decision making process. I would love to drone
on for two hours and enthusiastically describe the process and our successes but I
will refer you to an article to be published in an upcoming NARPPS placement jour-
nal which details the results of this approach. Instead I will touch on some areas
of concern I have which have grown out of a year and a half of reviews of the rec-
ommendations of the Return-To-Work (RTW) Group, of which I am a member.

The Commission as referenced in our proposal and the bill Chairman Bunning in-
troduced last year would be effective, regardless of the well meaning criticism. This
is not another layer of bureaucracy, rather an oversight commission compiled of all
interests looking out for the welfare of everyone. It’s a venue for all interests to give
input outside the bureaucracy. This is a much needed and extremely valuable re-
source to all concerned. In addressing the state/federal voc rehabilitation system,
the facts are indisputable, they have been less than responsive to this target popu-
lation. It is recognized this is a rehabilitation program meeting the needs of many
of the community. The sometimes heard concern that this will eliminate VR rings
hollow when they currently serve less than one tenth of one percent of those SSA
beneficiaries referred. Again as in the testimony I gave before this Subcommittee
two years ago, I suggest keeping them in the system and encourage them to partici-
pate as any other vendor. But please keep the playing field level. VR can and will
be our partners in this process. We look forward to our continued close relationship.

There are those who are concerned that the Chairman’s bill of last year would
promote “creaming.” You bet it will! The question that goes begging, “what’s the def-
inition of creaming?” The conventional definition has been, serving only the least
disabled. Not so in my world!! “Creaming” to us in the private sector is serving
those who want to go to work. The severity of the disability has little to do with
our ability to get a person a job. In short, bring us someone who wants to go to
work and we will almost without fail see that they are employed in the shortest
amount of time.
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“Incentive” is a term that seems to be on everyone’s lips. The only incentive we
found to be essential is the ability to get medical insurance. I urge you to facilitate
a system that allows access to health insurance as part of any bill you pass. Medical
insurance has become critical to all Americans. There will be others who suggest
tax credits for extra ordinary expenses associated with employment. I have no dis-
pute with them but I can’t testify to the critical need. Employer incentives is a term
I hear discussed most often by people who are not in the actual job placement busi-
ness. Let me comment on a couple of issues related to employer incentives. In the
early 1950’s this nation embarked on a “hire the handicapped” campaign. It must
have worked. There is little resistance to hiring the handicapped and it’s getting
better daily. In short, businesses hire the handicapped because it’s in their best in-
terest and thankfully socially accepted, not because of incentives but because it is
the right thing to do. Frankly there are more jobs than people to fill them. Demand
exceeds supply. There are probably companies with noble usage of the incentives,
we just haven’t encountered them to any significant degree. That’s not unusual be-
cause most of our placements are with small businesses who don’t want to be both-
ered by “government red tape.” Others see this as a civic responsibility.

I earlier mentioned Project Network. Let me share some salient facts.

e 16% of all benefices who received a solicitation notice from SSA called to find
out about the project.

* 38% agreed to an interview with a case manager.

¢ 66% of all referenced interviewees agreed to participate in the project.

157 clients were placed during the project.

100 clients remained working at projects end.

It would be difficult to establish the exact cost effectiveness of the project until
the 9 month trial work period expires. However, a glimpse into the future will likely
show $539 a month or 56,470 a year in benefits will be replaced by $881 pr month
in wages. If only 100 clients remain working (without benefit of follow-up) $647,000
in benefit saving per year will be realized. Over a normal 20 year work span with-
out any added inflationary factors the savings on this one little project in AZ will
be in excess of $13 Million dollars.

In summation I have asked myself why am I here today? Why have I worked so
hard for these recommendations to become a reality? In all likelihood I'll be retired
before it’s implementation. My answer is simple. It’s the same answer you give
every day. Because it’s right for the taxpayers, it’s right for the consumers, it’s right
for our economy and finally it’s just plain right for America.

Mr. Chairman and members of the Subcommittee, thank you for allowing me to
appear before you today.

Chairman BUNNING. We appreciate your testimony, and sorry
Mr. Collins is not here, but I would be more than happy if we could
send off and find him somewhere.

Stephen Start, please.

STATEMENT OF STEPHEN L. START, CHIEF EXECUTIVE
OFFICER, S.L. START & ASSOCIATES, INC.; AND COCHAIR-
MAN, RETURN-TO-WORK GROUP, SPOKANE, WASHINGTON

Mr. START. Mr. Chairman, and Members of the Subcommittee, 1
would like to thank you for the opportunity to discuss ways to in-
crease the number of individuals that leave the SSDI rolls to re-
turn to work.

My name is Steve Start. I am cochairman of the Return-to-Work
Group, and chief executive officer of S.L.. Start & Associates. S.L.
Start is one of the largest providers of residential and return to
work services for people with disabilities in the Northwest.

We have served as one of the original Social Security return to
work demonstration projects, and have been involved in the na-
tional Projects with Industries effort for the past 20 years.

Our Project with Industries has returned over 2,000 people to
work.
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A successful return to work program must address the needs of
beneficiaries, employers, and providers. Studies indicate that 15 to
40 percent of the people on disabilities rolls would like to return
to work if given the opportunity. Many, however, are highly fearful
of losing their medical benefits. You have heard it 20 times today.

Chairman BUNNING. Not to disrupt you, but we heard it 20 times
yesterday, too.

Mr. StarT. Extension of the benefits is essential for an effective
return to work program.

Chairman BUNNING. I think that’s pretty well the consensus.

Mr. START. Yes. Consumers want a choice of providers, control in
developing their return to work plan, and economic gain as an out-
come. They need knowledge of the job market, and access to em-
ployers with jobs that match their skills and abilities.

Employers are concerned about economic survival and getting
the job done. The key qualities they look for in hiring employees
are people who display positive attitudes, work habits, and a will-
ingness to learn.

Some critical factors about jobs: Over 75 percent of the net job
activity in our country occurs in small, middle and startup compa-
nies. Less than 12 percent of the job openings nationally are posted
with public employment agencies, such as employment security
agencies.

Approximately 80 percent of the jobs filled nationally are through
word of mouth or personal relations in the local community. Em-
ployment experts dub this phenomenon the hidden job market.

Employers provide more training to more people than all the
trade schools and universities combined. The employment rate for
employment-based training is higher than any other training meth-
od. The use of OJT and tax incentives can increase access to jobs,
especially those that require more than entry-level skills.

Projects with Industries, vocational rehabilitation firms and re-
habilitation facilities exists in virtually every community in this
country. They are directly tied to the hidden job market. They un-
derstand the needs of beneficiaries, are accomplished at matching
job candidates’ abilities with local employers, and many are highly
interested in serving people on the rolls.

Unfortunately, neither current alternative provider program
being implemented by SSA, nor the proposed Ticket for Independ-
ence Program will take full advantage of this vast resource.

The provision of both programs to pay providers only after people
have come off the rolls is financially impossible for the vast major-
ity of providers. This approach will produce very limited choice for
consumers, and will fail to effectively access the hidden job market.

It is an attempt to totally eliminate the risk of investing in a via-
ble return to work effort that will essentially guarantee that bil-
lions will continue to be wasted on people who want to return to
work.

Many providers will actively participate in a program that shares
some risk by paying outcome-based milestones, combined with long
term, keeping people off the rolls.

We have recommended three simple outcome-based milestones.
An initial $300 payment for a return to work plan signed and com-
mitted to by both the beneficiary and the provider. The plan would
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contain as a minimum employment goal, the method to obtain em-
ployment, resources to be used, and a financial analysis of the ben-
efit upon successful completion for that beneficiary.

A second milestone would include the individual obtaining and
re‘lclaining employment for 60 days, with a third being leaving the
rolls.

The total cost for the proposed outcome-based milestone program
is $2,700 for persons coming off the rolls. Historically State VR
agencies have been reimbursed in the neighborhood of $10,000 to
$12,000 depending on the year per person coming off the rolls to
cover their agency’s cost of rehabilitation.

Pricing the milestone level below cost forces providers to produce
long-term savings to stay in business. The return to work group
has designed a program model to implement such a national scale
return to work program. We have also developed a computer sim-
ulation model to assess risk, cost/benefit, and output performance
for a wide variety of programs.

Using even very conservative historically-based performance as-
sumptions that come directly from SSA research and demonstra-
tion projects, our simulation indicates that a milestone approach
would produce a low risk and highly cost-effective program.

During initiative 7-year implementation, it predicts over 144,000
people would come off the rolls at a total savings to the taxpayers
of $12.3 billion. The program would pay for itself in 4 years.

A cost/benefit of the program would be 13.9 cents saved for every
dollar invested. A simulation that assumes even very modest im-
pacts from the implementation of medical benefit extensions, work-
er incentives, or employer incentives increases the number of peo-
ple coming off the rolls to 264,000.

We recommend that such a program be initiated during this Con-
gress, and that a bipartisan commission made up of consumers,
providers and employers be appointed to oversee such a program’s
refinement, implementation and outcome reporting back to Con-
gress.

Refinement of incentive programs or provider reimbursement can
be tested in various regions during the 7-year rollout.

Chairman BUNNING. Mr. Start, your time has expired.

Mr. START. I am finished. Every day we waste lives and money.
Thank you, Mr. Chairman.

[The prepared statement follows:]

Statement of Stephen L. Start, Chief Executive Officer, S.L. Start & Associ-
ates, Inc.; and Cochairman, Return-to-Work Group, Spokane, Washington

Mr. Chairman and Members of the Subcommittee:

Thank you for providing me the opportunity to discuss with you today the devel-
opment of a RTW program that will assist individuals on the social security disabil-
ity rolls in returning to substantial gainful employment. I have been involved in the
provision of vocational rehabilitation, employment placement, and supported resi-
dential living services for people with disabilities for the past 25 years. My company
provides services in the states of Washington, Oregon, and Idaho. I have managed
in excess of 350 grants and contracts focused on developing and providing innova-
tive approaches to assist individuals with significant barriers to employment and to
maximize their ability to engage in employment activities that will provide a stable
and desirable standard of living. I have also designed, developed, and operated nu-
merous programs to assist disabled people to leave institutional settings and live
independently in their communities. Services we have provided have been funded
through a wide range of contract relationships with a broad array of government
agencies. A small sample includes the Social Security Administration (SSA), the Re-
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habilitation Services Administration (RSA), the Department of Labor, and the De-
partment of HEW at the federal level. Many of our contracts are with agencies of
state and local governments. A project that I am especially proud of and from which
we have learned many lessons about RTW practices is the Inland Empire’s Projects
With Industry (PWI). Our PWI is part of a national initiative funded under the RSA
that has resulted in the development of a national network of projects that rep-
resent an activity partnership between rehabilitation, RTW organizations, and em-
ployers. For the past 20-plus years, PWIs across the country have provided the most
cost-effective, outcome-based, RTW effort of any initiative in our nation that I am
aware of which has been undertaken by the public sector. My firm participated very
actively in the Research and Demonstration Project (RDP) funded by SSA. As a re-
sult of these activities, my company has worked with several thousand disabled in-
dividuals and hundreds of employers throughout the Pacific Northwest. Later in my
testimony, I will share with you some important lessons that we have learned from
PWI experience and participation in the RDP process.

In testimony today, I want to focus on what we in the field of RTW have learned
over the years about the four stakeholders in this process; namely, employers, peo-
ple with disabilities, providers of service, and SSA. I will then focus on the implica-
tions of those lessons for policy and program development, and finally outline for
you a cost-effective approach to a national RTW effort that draws on the lessons
that we have learned from the stakeholders.

WHAT WE HAVE LEARNED

About People with Disabilities in Relation to the Job Market:

Many disabled individuals (even those with severe disability) sincerely want to re-
turn to work, take control of their own lives, and be productive, self-sufficient citi-
zens. Various studies have indicated that from 15 percent to as high as 40 percent
of those on the social security rolls would like to return to employment.

e Consumers want to have a choice of providers, methods of returning to work,
and the type of occupation they pursue.

¢ They want to be able to exert real and meaningful control over their RTW effort
and their lives.

* A significant percentage of people on the rolls cannot return to full-time employ-
ment and desperately need income and medical support provided by SSDI and SI
programs.

Many are very fearful of losing their medical support. This fear transmits into
placement counselors, mental health professionals, and social workers who interact
with these individuals to such a degree that the service community will often help
disabled people strategize ways to maximize their personal income while avoiding
the loss of benefits. Counseling staff are placed in the untenable situation of asking
someone to essentially risk their life to pursue employment that may turn out to
be temporary under the current eligibility guidelines.

Most individuals with disabilities lack the specific skills and knowledge necessary
to adequately seek out and obtain employment in the competitive workplace. The
behaviors and attitudes that are required for an individual to secure social security
benefits are the exact opposite of the behaviors and attitudes required to convince
an employer that the individual is the right person for a job. The current eligibility
system requires a focus on disability, inability, and dependency to gain access to
benefits. Employers are looking for independent, positive, and upbeat employees
who focus on what they can do, not what they can’t do.

Without RTW assistance, the employment rate for people coming off the rolls will
continue to be incredibly low. The onset of disability and the system to access bene-
fits is often demoralizing and inadvertently takes away from the individual his
sense of self-confidence and focus on goal-oriented, productive behavior that is es-
sential to obtaining and retaining employment.

Some individuals believe that, as a result of the Americans with Disabilities Act
(ADA) and Affirmative Action, employers have an obligation to employ them and
that fear of government intervention will motivate employers. It is our experience
that using the ADA as a threat to gain access to employment for a specific individ-
ual virtually guarantees that an employer will not hire that person.

Many people believe that in order to compensate for their disability they must
have highly developed, specific vocational skills to compete effectively in the work
force. Our experience indicates this is not necessarily true.

Many people with disabilities tend to believe that employers basically do not like
people with disabilities, are concerned only about the bottom line, and require sig-
nificant financial incentive to motivate them to employ people with disabilities.
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While placement professionals know this is not true with the majority of employers,
this fear serves as a barrier to return to work.

THINGS WE HAVE LEARNED ABOUT EMPLOYERS

The primary motive or objective of most employers is to get the job done: operate
a healthy, positive work environment and produce a reasonable return on invest-
ment. While profit is an important consideration and essential to survival, many
businesses (especially smaller businesses) were started because of the employer’s
personal attachment to the profession or interest in producing particular goods or
services.

Employers primarily want to hire employees who display a positive attitude, have
good, dependable work habits, have the ability to work as a team player, and dis-
play a willingness to learn. Individuals (whether disabled or not) who appear to be
litigious in their approach are avoided at all cost. Some employers are willing to
make significant levels of accommodation to facilitate the productivity problem en-
countered by a person with a disability, if the employee displays the work habits
previously mentioned. Many employers take pride in their corporate citizenship and
their ability to assist disabled people to become productive and gain independence
from the tax dole.

Many employers are highly intimidated by and afraid of large government agen-
cies such as Employment Security, the Department of Labor, and Vocational Reha-
bilitation, etc. Employers feel such organizations do not understand, value, or appre-
ciate the private sector and stand ready at a moment’s notice to trigger legal action
if something goes wrong with the employment of a disabled individual or other pro-
tected classes of employees. The various programs and laws we have created to help
individuals with significant barriers to employment gain acceptance into employ-
ment have created what is perceived as an immense threat to business. This phe-
nomenon may explain why, since the enactment of the ADA, there has been essen-
tially no net gain in employment in our country for people with disabilities.

Some policy makers and advocates believe that the key to employment is target-
ing large Fortune 500-style companies. The reality is that over 75 percent of the net
job activity in the United States comes from small-and medium-sized employers.
Employment experts have dubbed this the hidden job market. Eighty percent of
those jobs are filled by informal word-of-mouth and through personal relationships
within a local community. Less than 15 percent of the job openings available nation-
ally are posted with public employment agencies. This, coupled with fear of govern-
ment agencies, may, in part, explain why the public vocational rehabilitation sys-
tems have produced poor results.

Employers provide more job training to more individuals than all the vocational-
technical schools and universities in our nation combined.

Tax incentives and on-the-job training dollars are useful tools (especially with
middle-sized and large employers) in helping individuals obtain employment. Most
employers are focused more on getting a good employee, dependable follow-up, and
an honest relationship with the RTW provider. Some will choose not to utilize such
incentives because of their fear of government intervention in their daily affairs.

Employers and disabled employees sometimes rely on the RTW provider as a me-
diator to help solve problems and decrease the chances of litigation. If, for example,
a job simply doesn’t work out for a person, a good provider will quickly facilitate
transition into a new job somewhere else. The disabled employee avoids financial
harm and the employer’s chances of facing litigation are greatly decreased.

There is a significant movement on the part of employers in this country to move
away from well-funded benefit packages for full-time employees toward the use of
part-time employees who receive little or no benefit package. While this tendency
disturbs me on a personal level, it has created opportunities for people with disabil-
ities to enter the job market and gain experience. This phenomenon could be espe-
cially useful if a working mechanism is in place to allow beneficiaries to sustain
their benefits. Some of the most successful PWIs have aligned themselves with tem-
porary employment agencies to capitalize on this opportunity.

Organized labor has worked as a consistent supporter over the past 20 years of
the PWI employment initiative and, in many cases, has actually taken the lead in
building the bridge between people with disabilities and the employer community.

Many employers (especially large firms) have come to the realization that disabil-
ity and its related unemployment are extremely expensive. Such employers are de-
veloping the internal capacity to do job station modification and other RTW inter-
ventions. These efforts, hopefully, will offset some of the growth in utilization of the
SSDI system. Moreover, they provide a mechanism inside of industry to link a RTW
program for those currently on the rolls.
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WHAT WE HAVE LEARNED ABOUT PROVIDERS OF REHABILITATION AND RTW
SERVICES:

The vast majority of professionals employed in these fields entered their profes-
sion out of a sincere commitment to help people with disabilities maximize their
ability to be self-sufficient in our society. Most counselors possess a sincere interest
in the welfare of the disabled individual; and if placed in a situation where the wel-
fare of the client is pitted directly against the potential for their company to secure
profit, they will err on the side of the client.

The provider community across the country has developed a highly refined set of
skills to evaluate an individual’s employability, to develop cost-effective RTW plans,
and to use methods to re-engage people in competitive employment. Unfortunately,
many state worker’s compensation systems’ efforts have focused vocational rehabili-
tation professionals on empirically determining on paper that disabled people are
ready to return to employment. Outcomes have not focused on return to gainful em-
ployment. This phenomenon gets people off the state worker’s compensation rolls
but doesn’t return people to work. It also results in the development of statistical
surveys across our country that significantly understate the power of rehabilitation
to actually return people to gainful employment.

Providers are ready, willing, and able to participate in an effective RTW effort for
SSDI beneficiaries. Unfortunately, the current alternate provider initiative by SSA
to “level the playing field” with private providers and state vocational rehabilitation
agencies is more artificial than real. It will not retain a significant number of pro-
viders in the RTW effort. The proposed alternate provider method of paying for re-
habilitation costs only after placement ignores the substantial losses associated with
those who fail in the rehabilitation process and will require substantial amounts of
working capital. It attempts to place all the risk on the provider and fails to “level
the playing field” because the state vocational rehabilitation agencies are still fully
funded for all their efforts (both successful and unsuccessful) through RSA. The re-
imbursement that state agencies currently receive upon successful client termi-
nation from benefits is a bonus payment or pure profit for the state agency. If Con-
gress were to truly create a “level playing field” and pay all expenses out of General
Fund revenues for attempting to rehabilitate social security recipients and then pay
social security Trust Fund dollars for successful outcomes, thousands of private pro-
viders would participate. Such an effort would be prohibitively expensive, however,
and would not represent a balanced approach of sharing risk between the govern-
ment, the provider, and the person with disability.

Through the RDPs funded by SSA, we learned that returning beneficiaries to
work is hard work, but doable. Successful projects would place 5 to 15 percent of
those originally contacted at the Substantial Gainful Activity (SGA) level of employ-
ment as defined by SSA. Even with a 5 percent placement rate, private sector-based
return to work is highly cost-effective and is more than a tenfold improvement over
the current practice.

Beneficiaries participating in the Continuing Disability Review (CDR) process
seem to display a significantly higher employment rate than the general caseload
or those in the application process.

Providers across the country are willing to participate in milestone-based payment
systems that focus on a combination of outcomes and savings to the Trust Fund.
Literally thousands of RTW rehabilitation counseling firms, worker’s compensation
agencies, rehabilitation professionals, PWI operators, and rehabilitation facilities
are in place and process the basic prerequisites to participate in a national RTW
effort. Only a very small percentage, if any, can financially afford to participate in
a system that does not pay any milestone payments but instead withholds all pay-
ment until Trust Fund savings are realized.

SSA is currently reviewing another strategy that would pay providers a percent-
age of the savings to the Trust Fund after a person leaves the rolls. Such rear-end
loaded strategies like the alternate provider program place impossible operating
capital requirements on providers. Only very large providers could even consider
participation.

Many providers throughout the country (especially PWI operators and private
worker’s compensation firms) have very well-established relationships with literally
thousands of employers throughout our country. They provide immediate, readily
available access to small, middle-sized, and large employers throughout the entire
economy.
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WHAT WE HAVE LEARNED FROM WORKING WITH SSA

The vast majority of employees we have worked with in SSA (both locally and at
the national level) are hard-working, intelligent, and dedicated. They possess a sin-
cere and heartfelt commitment for people with disabilities and shoulder a serious
sense of responsibility towards the Trust Funds they administer. By design and
practice, SSA and its staff know very little about the specifics of return to work,
how it works, how to contract for effective services, or how to work with consumers
in a RTW plan. Their corporate culture has been designed around the mission of
protlo{acting those who, as defined by the listings and regulations, are incapable of
work.

Knowledge gained from RTW Research and Demonstration Projects and Project
Network experiences a very short memory cycle within the agency due to personnel
moves and is not widely distributed or understood. The very nature of the experi-
mental models drives up the cost of projects and substantially reduces the effective-
ness of the projects. It seems clear, however, that the RDPs have shown that while
SSDI recipients pose significant challenges, they can be returned to work in signifi-
cant numbers by utilizing private organizations and networks within local commu-
nities.

Providers have known how to effectively place people into employment since the
1970’s. The well-intentioned tendency of the agency to prove unequivocally through
scientific study the hows, whats, whens, and wheres of a successful RTW effort will
never, given the nature of return to work itself, be truly successful. Continuing to
research this issue, while putting on hold a national implementation of a private
sector-based program, will result in literally tens of billions of dollars being lost
through missed opportunity. Literally hundreds of thousands of individuals who
could be returned to substantial, gainful activities will be left to sit in idleness and
dependency while we engage in a never-ending effort to empirically prove what peo-
ple in the RTW and placement field have known for years.

IMPLICATIONS FOR THE DEVELOPMENT OF AN EFFECTIVE AND COST-BENEFICIAL RTW
PROGRAM

Administration and QOversight:

The Return-To-Work Group recommends that:

1. An initial implementation of a national program begin immediately (see imple-
mentation plan).

2. A bipartisan commission of 9 individuals (3 consumers, 3 providers, 3 employ-
ers) be appointed to assist with rule making, oversee program implementation, re-
view outcomes, recommend ongoing changes to improve incentives and remove pro-
gram barriers, and report to Congress with SSA on the results of program imple-
mentation and recommendation for improvement.

3. The testing and refinement of various incentive strategies will be tested in dif-
ferent parts of the country during the first five years of implementation.

4. Program management will be contracted out to a private firm or firms that will
have a presence in each region of the country. We believe having two firms each
serving different parts of the country will provide a back-up in case one firm cannot
perform to standards.

5. To ensure full geographic coverage, providers must assure that a network of
services is available across a broad geographic area. Services available must include
case coordination (case management), core services (assessment, counseling, train-
ing, plan development, placement, and support services), and specialized services
(those designed to deal with unique barriers created by specific disabilities). Service
access can be assured by several small organizations across a geographic service
area coming together through contractual relationships to form their own network.

6. To simplify administration, billing, accountability, and the provision of a seam-
less service to consumers, SSA (through its program manger) will contract with the
network provider(s) who will be responsible for all subcontractors and held account-
able for all outcomes. This approach creates no new bureaucracy or layers, but sim-
ply utilizes existing providers and a private management firm.

7. Network providers will have to submit an annual audit to the contract manager
to ensure billings are appropriate, allowable, and accurate. The provider will bear
the cost for such audits.

8. Annual report cards for outcomes and customer satisfaction will be developed
and made available to the public and all potential customers at program entry.

9. Periodic reviews of services and audits will be conducted by review teams con-
tracted through the manger. Teams will consist of a consumer, an outside provider,
and an SSA representative.
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10. Milestone payments will be made for outcomes, in combination with a five-
year follow-up commission based on Trust Funds savings used to reimburse provid-

ers.

11. All beneficiaries up for CDR be referred for mandatory RTW assessment.
Those who participate in a RTW plan will receive an extension of benefits until com-
pletion and avoid disability review.

People with Disabilities:

To assist those who have a sincere interest in returning to work, we must provide
a safe and understandable protection of medical benefits. The program must encour-
age and develop individual consumer choice and control throughout all aspects of
the RTW effort. The effort must be grounded in organizations that have existing re-
lationships with small, medium, and large employers in every community of our
country. Meeting with hundreds of providers across the country has traught us that
milestone payments are essential to attracting and retaining these well-established,
small-and medium-sized providers. Counseling and case coordination must focus on
the ability to instill positive work habits and attitudes in guiding people back to em-
ployment. Programs must help individuals market themselves in a way that is de-
sirable and nonthreatening to the employment community. The system must provide
incentives for providers to develop service plans and move individuals quickly and
effectively toward return to work; and also provide long-term, ongoing support to as-
sist individuals in retaining employment and developing a positive career ladder ap-
proach. Emphasis on simply finding individuals jobs will not result in a long-term,
positive effect of keeping people off the rolls. Tying a significant percentage of the
provider’s fee to continued Trust Fund savings over five years, in combinatoiun with
simple, clear, outcome-oriented milestone payments, will ensure a choice of provid-
ers for consumers, increase the access to more employers and jobs, enhance job re-
tention, and, consequently, ensure greater long-term Trust Fund savings.

The model msut be designed to ensure that people with disabilities are respon-
sible for following through on their RTW plan and are enablers of their own success.
Each individual must participate and have active control in the development and
sign off on a RTW plan that contains specific employment goals, both long-and
short-term, specific objectives necessary to reach those goals, and an individualized
economic analysis of the individual’s plan to demonstrate the ability of the plan to
move the person toward financial self-sufficiency. The provider and the consumer
are considered partners whereby the provider and the consumer will financially in-
vest in training and other necessary support to obtain employment. The network
provider, case coordinators, or case manager will assist consumers in taking full ad-
vantage of funding currently available through vocational rehabilitation, JTPA, stu-
dent loan programs, etc.

Employers:

The initiative must include providers of service who have a direct, ongoing rela-
tionship with employers of all sizes throughout our economy. Employer incentives
to offset the cost of training and job modification will enhance the total number em-
ployed and the number of employers who participate. Incentives are not essential
for all employers or all types of disability. While all employers may not utilize these
benefits, they serve to attract a large segment of marginally interested employers
who will not otherwise participate. The RTW effort must be viewed as a method to
assist employers in being good corporate citizens and not be used as a method to
threaten and intimidate employers into employing people with disabilities. A nega-
tive approach will guarantee utter failure.

Providers:

The initiative should utilize reimbursement methods that place heavy emphasis
on rewarding outcomes and provide some incremental payment for completion of
outcome-based milestones. Our research and analysis recommends three milestone
payments for specific outcomes:

1. The development of a mutually agreeable RTW plan—$300

2. Obtain and retain employment for a reasonable period of time (60 days in our
analysis)—$1,100

3. Reaching SGA/coming off the rolls—$1,300

A job retention follow-up fee of 25 percent of savings would also be paid. This re-
imbursement would be paid monthly and would be based on the percentage of the
annual cost of maintaining the average beneficiary on the rolls for any given year.
The fee would be adjusted annually.

To ensure long-term savings, we recommend a follow-up fee for five years for
keeping individuals off the rolls. Such a system should encourage providers to find
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initial jobs that provide stairsteps to more long-term, career-oriented employment
and provide the incentive to encourage ongoing support of the individual to ensure
the maintenance of employment. Approximately 80 percent of people who lose jobs
in our economy do so because of poor work habits and “bad attitude.” The payment
system encourages providers to deal with these and ancillary issues that have a dra-
matic effect on long-term employability.

The primary measure of program quality should be a job that is chosen by the
consumer that provides a level of support both financially and intellectually and
that is otherwise acceptable to the customer. Experience by providers with other
ouctome-based payment systems overseen by government agencies has taught us
that agency staff have little or no understanding of the labor market or the full cost
of RTW. They seem compelled to “Help” the consumer attain higher quality out-
comes by adjusting process requirements and outcome levels necessary for payment.
Attempts to externally define quality by imposing processes, approaches, or mini-
mum income levels for jobs will retard the individual’s ability to return to work,
limit their access to jobs that provide a platform for labor market reentry, diminish
individual choice, and, in effect, say that people with disabilities are incapable of
making their own informed decisions. The system recommended here will provide
true choice for consumers. If a provider can’t develop a plan and deliver acceptable
?er\(fiipes, the consumer will choose another provider. With the customer goes the
unding.

Quality assurance monitoring should be in place that ensures that funds are
spent for allowable outcomes and that individuals are offered a full array of provid-
ers to develop their plans, have meaningful employment options, and exercise power
and choice throughout the RTW effort. The initiative must encourage the develop-
ment of local and regional provider networks that maximize access to the hidden
job market and existing training and support services within local communities.
Providers should have built-in quality improvement programs, submit to annual
Certified Public Audits, have public report cards done on an annual basis, conduct
standardized satisfaction surveys published in their report card, and be reviewed pe-
riodically by an external quality assurance team that includes consumer representa-
tion.

SUMMARY OF A NATIONAL IMPLEMENTATION MODEL

The following summary represents an overview of an implementation model for
the development of a full-scale, national RTW effort staged over a seven-year period.
The model attempts to establish a balance in dealing with the needs of all the stake-
holders, balance risk across all partners, and is based on demonstrated outcomes
from recent RDPs and Project Network. The model produces results that are highly
cost-effective and incorporates the combined milestone and outcome payments pre-
viously cited. This payment method substantially limits the Trust Fund’s financial
exposure in developing this effort and essentially assures that SSA does not end up
buying services instead of outcomes. It is also designed to ensure that even with
very conservative or poor results, SSA would receive a positive cost benefit from
their investment in the RTW effort. The payment milestones used have been vigor-
ously negotiated. The milestones represented are below the cost of services histori-
cally experienced by providers. The state agency programs have been receiving over
$10,000 on average to cover the cost of those coming off the rolls. The cumulative
milestone reimbursement total for a person in our combined model is $2,600. Provid-
ers would have to keep people off the rolls for extended periods of time for profit
to occur.

FuLL NATIONAL IMPLEMENTATION MODEL

This full national implementation scenario is presented in four phases that pro-
gressively increase the degree of sophistication and the volume of services provided.
It looks at the provision of services to applicants, CDRs, and general caseloads. The
computer simulation program used to generate these outcome numbers utilized dif-
ferent assumptions computing enrollment and success rates for each of these dis-
crete populations. Cost/benefit savings are calculated over the ten-year-average life
of a case as currently reported by SSA. The model does not include the cost of ex-
tended medical coverage that has been recommended. PWIs nationally find that ap-
proximately 50 percent of the people they place enroll in employer health insurance
plans which will save considerable federal funding. This savings should more than
offset the cost of extended benefit plans that incorporate a staggered buy-in provi-
sion. The outcome assumptions used to calculate program costs and savings over
time are based on actual results obtained by SSA Research and Demonstration
Projects, Project Network, and national PWI data. These results were achieved
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under current conditions. The work and employer incentives that have been rec-
ommended by various groups should significantly increase the participation, out-
come rates, and projected savings. These increased savings would be partially offset
by the cost of such incentives.

OVERVIEW: PHASE [—PREPARATION PHASE

Objective:

Complete basic regulatory development referral mechanism design and set up ini-
tial provider network to begin RTW services. Establish four implementation and re-
finement beta sites, one in each quadrant of the country. Should use RDP/Project
Network or PWIs who have experience for this task. Notify public that the change
is coming. Disability does not equal unemployability and/or retirement.

Timeline:

1 year

Total elapsed time—1 year
Key Activities:

¢ Set up consumer, employer, provider network and oversight committee.

* Develop fee-for-outcome guidelines.

¢ Solicit vendor from RDP Group, Project Network, PWI, state certified facility
programs, and state certified injured worker programs.

¢ Develop self-placement model not requiring provider.

* Develop agreements with providers.

* Develop tracking system/M.I.S.

¢ Develop necessary regulations.

¢ Orient SSA staff.

¢ Develop national public relations campaign strategy and initiate.

* Determine incentives to be tested.

* Begin beta site programs.

Service Enrollment Levels

Per Year Phase Total Cun‘,;‘ﬁl%}l;;ese’[;om]
APPLCANTS .o.vvieiiieiieice e N/A
CDR e N/A
General Caseload N/A
Youth ..oocviiiiiiicee N/A
Total Return-To-Work (SGA) Off Rolls ................ N/A

Totals—Financial Summary

Net Cost Trust Fund Current Phase ($500,000 Public Relations, $300,000

SSA) e . $800,000
Public Relations Costs .........cccceviviiinnnnnee N/A
Trust Fund Savings Reinvested Annually in RTW .... . N/A
Savings to Federal Budget (Over 10 years—Cumulative Program) ................. N/A
Benefit/Cost Ratio (Federal Budget—Over 10 years) .........cccceeveervenrieenvennnenn N/A
Benefit/Cost Ratio (Excluding FICA & FUTA).

(Total Savings/Incremental COSt) ........cceeeveererieienenieeneneeeseeenen N/A

OVERVIEW: PHASE II—OBJECTIVE

Initiate Program

Develop nationwide service delivery capacity with emphasis on getting people
back to work who are medically stable and need support the least (“creaming”) and
dealing with malingerers. Provide opportunity for youth to seek employment and
avoid disability syndrome. Begin changing public expectation away from disability
equals unemployability toward everyone can participate in some level of gainful ac-
tivity. Minimize need for incremental funding increase to initiate program.
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Timeline:

2 years
Total elapsed time—3 years

Key Activities:

Presidential Congressional announcement of new direction.
Initiate public relations campaign within agency and with local communities.
Notify prospective participants.
Initiate referral system.

¢ Test referral system with Project Network providers, RDPs, and PWIs—first
year.

(-1 Elxpand referrals second year to facilitators, state certified providers, and indi-
viduals.

¢ Implement provider payment system.

¢ Implement monitoring system.

¢ Refine automated applicant referral and screening system.

¢ Coordinate national public relations campaign.

Service Provided To:

Cumulative Total

Per Year Phase Total All Phases

ADPPLCANS ..oviiiiiiiie e 0 0 0
CDR . 45,000 90,000 90,000
General Caseload .........ccccooeiviiiiiiiiiiiiiciie, 4,688 9,375 9,375
YOuth oo 0 0 0

49,688 99,375 99,375
Total Return-To-Work (SGA) Off RollS ....cccccvveeee eeeieeeieeieens 33,237 33,237
Totals—Financial Summary
Net Cost Trust Fund Current Phase ...........coovvvviiieieeieiieeeeeeie e $153 million
Public Relations COStS .....cccvviiiiiuiieieiiieeeiiee e et et et e eesareeeeeaveeeeerareeeeaneeeeans $2.4 million total
Trust Fund Savings Reinvested Annually in RTW 0
Savings to Federal Budget (Over 10 years-Cumulative Program Nominal $’s) $2.9 billion

Benefit/Cost Ratio (Federal Budget—Over 10 years) $13.96 saved for

every $1 invested

Benefit/Cost Ratio (Excluding FICA & FUTA) (Total Savings/Incremental
C0SE) ettt ettt ettt et et ettt e et et e ettt e st etennas $17.98 for every
$1 invested

OVERVIEW: PHASE III OBJECTIVE

Expansion/ Refinement

Expand number of providers, refine processes, serve more difficult to serve, extend
services to select applicants, increase service capacity to fully operating, steady state
level. Continue to reinforce with the public the expectation of employability of our
disabled citizens. Operate RTW services exclusively out of savings to Trust Fund
from prior year’s efforts.

Timeline:

2 years
Elapsed time—5 years

Activities:

* Implementation.

¢ Focus on refinement of referral, follow-up, evaluation of components.

¢ Disseminate outcome and follow-up reports on all participating providers to cli-
ents and public from prior years.

¢ Full national implementation of applicant RTW referral system.

¢ Presidential/Congressional progress report to the nation.

¢ Bring on more specialized services and services to small community providers.

¢ Maintain public relations campaign.
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Service Available To:

Per Year Phase Total Culgllllla;}i;;esiotal

APPLCANTS .oeveeiiieiie 6,250 12,500 12,500
CDR oottt 45,000 90,000 180,000
General Caseload ........cccceevieeieeniieniieeniiesieenieens 9.375 18,750 28,125
YOuth oo 0 0 0

60,625 121,250 220,625
Total Return-To-Work (SGA) Off Rolls .....ccccceeeeer eeeeevieeeeieennn 40,554 72,407
Totals—Financial Summary
Net Cost Trust Fund Current Phase ........cccecevevieienienieieeeeeeeeeee e 0
Public Relations Costs $2 million total
Trust Fund Savings Reinvested Annually in RTW ........ccccoiniiiinnninininene. $154.5 million
Savings to Federal Budget (Over 10 years—Cumulative Program) $6.6 billion

Benefit/Cost Ratio (Federal Budget—Over 10 years) ........cccccevevereerienennenne. $15.19 for every
$1 invested

Benefit/Cost Ratio (Excluding FICA & FUTA) (Total Savings/Incremental
C0SE) ettt ettt et et et e et et e e e et eseenennas $19.78 for every
$1 invested

OVERVIEW: PHASE IV OBJECTIVE

Full-scale Operation

Service level optimized to return maximum number of people to gainful activity,
continue system refinement. Public attitude focuses on ability not disability. Bene-
fits considered temporary assistance for most people with disabilities, not a form of
retirement.

Timeline:

2 years
Elapsed time—7 years
Activities:
Easier cases have been placed, providers seek out more difficult cases.
Continue to refine referral system.
Report on provider success for all prior periods.
Poor providers drop out.
More highly specialized providers develop niches.
More difficult people being placed.
Providers increase effectiveness.
Rate of malinger applicants should drop.
« RTW services become more efficient and effective, standards of performance
evolve.

Service Available To:

Phase Total Cumulative Total

Per Year All Phases
Applicants .. . 10,000 20,000 32,500
CDR ...cccveeenen . 50,000 100,000 280,000
General Caseload .........ccccoeeveeeieeiiieniieeniecieenieeens 37,500 75,000 103,125
Youth ..oocoiiiiiiiiiee 0 0 0
97,500 195,000 415,625

Total Return-To-Work (SGA) Off Rolls ....cccccceeeeer eveeeirieeenieenn 65,220 134,552
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Totals—Financial Summary

0
$1.0 million

Net Cost Trust Fund Current Phase
Public Relations Costs
Trust Fund Savings Reinvested Annually in RTW ........cccooevnenns $400 million
Savings to Federal Budget (Over 10 years—Cumulative Program) . . $12.3 billion
Benefit/Cost Ratio (Federal Budget—Over 10 years) .........cccceeveerveevieerrveennen. $14.36 for every

$1 invested

Benefit/Cost Ratio (Excluding FICA & FUTA) (Total Savings/Incremental
OS] ettt ettt ettt et et et ettt et et et et et e e eatennas $18.63 for every
$1 invested

CONCLUSION

The key components to bring together an effective working partnership between
people with disabilities, return-to-work providers, employers, and the federal gov-
ernment are known and available. Methodologies to return individuals to employ-
ment have been in practice for over 20 years and have demonstrated repeatedly that
individuals with severe disabilities can be returned to gainful employment. Many
individuals currently on the rolls are highly motivated to return to work; and many
employers are ready, willing, and able to provide jobs, especially if reasonable incen-
tives are provided to offset extra costs. The Social Security Administration has ac-
knowledged the need for a return-to-work program and has expressed interest in
pursuing a more aggressive approach. The key ingredient that is needed to bring
together these essential stakeholders is a clear and decisive directive from Congress
and the Executive Branch to proceed expeditiously with such a program. Private
sector providers with substantial levels of experience are also ready, willing, and
able to assist other partners in completing the design and implementation of an ef-
fective program.

We request that you give us and our other stakeholders the directive to move for-
ward so that we may begin immediately to assist hundreds of thousands of individ-
uals return to self-sufficiency and initiate an effort to stop the economic drain that
is currently depleting the Trust Fund. We will assist you in whatever way possible
to achieve these outcomes. Thank you for your attention to this issue and for re-
questing our input.

Chairman BUNNING. Thank you very much. Since we have all of
you, and you have given us great testimony, I would like to let you
know that if we don’t get to ask all the questions, we are going to
submit written questions to you for your response. I know I am not
going to get to ask all the questions I have and I would like Barb
and J.D. to do the same if they have questions.

[The following was subsequently received:]

Questions received from Hon. Jim Bunning, and Subsequent Responses
from John Halliday

Question 1. Recognizing that you provide services to individuals with severe disabil-
ities along with SSDI and SSI recipients, what is your average cost per client?

The average cost per SSI/SSDI recipient rehabilitated by the public vocational re-
habilitation program in FFY 1996 was $4,986.00. The average cost for non-
recipients was $3,261.00. This reflects the actual purchase of service costs for per-
sons closed successfully rehabilitated.

An important issue in the discussion of costs for rehabilitation services is that
SSA considers the public vocational rehabilitation program as the first dollar.
Therefore, the Ticket to Independence proposal, as well as most other proposals, is
based upon the continued use of the public vocational rehabilitation program for
services. The result is that public vocational rehabilitation will be expected to pay
for many of the necessary purchased services and provide vocational counseling.
These costs will not be included in the cost estimates of return to work proposals
of private groups. As a result, public resources will be used to provide the actual
services, but the reimbursement will go only to the private program.
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It is important that there is a clear understanding of the role of the public pro-
gram in the specific proposals, so that the real cost to the public can be fully under-
stood. A formal cost sharing agreement with the Social Security Administration and
the Rehabilitation Services Administration needs to be developed to address the fact
that public vocational rehabilitation dollars are being used, while the private provid-
ers are receiving reimbursement.

Question 2: You mention in your testimony that the timing of outreach to encourage
recipients to return to work is poor. What are the optimum times to provide this out-
reach?

The experience of the public vocational rehabilitation program is that recipients
are more likely to choose to engage in vocational rehabilitation either long before
they apply for and start receiving benefits or after they have been receiving benefits
for a period of time. Preliminary results from the RSA longitudinal study are that
over 96% of the recipients that use vocational rehabilitation come from vocational
rehabilitation outreach to the community, not from SSA referral. Approximately
25% to 30% of the people who use vocational rehabilitation are SSA recipients. The
enclosed NIDRR study indicates that they have generally been receiving benefits for
40 to 55 months prior to engaging in vocational rehabilitation.

Referral at the time a person is determined eligible for disability benefits is not
generally an appropriate point to initiate outreach. In fact, the Disability Deter-
mination Services (DDS) referral process often discourages, rather than encourages,
recipients to apply for vocational rehabilitation. Currently, the DDS refers 10-15%
of applicants to the public VR program at the time of disability determination, im-
mediately following the completion of a complex process to prove their inability to
work. As a result, only a small percentage of the people referred actually follow
through and apply for VR services.

If Social Security is going to begin to place greater emphasis on employment of
its disability program beneficiaries, a complete paradigm shift will be necessary. Be-
ginning at the point of application for benefits and continuing through benefit ces-
sation, beneficiaries should be reminded on a regular basis of the availability of vo-
cational rehabilitation to help them return to work. Further, beneficiaries must
have access to reliable, accurate and comprehensible information regarding work in-
centives and the impact of work on benefits. Without this, even those individuals
for whom work incentives are potentially beneficial will not risk losing the security
of cash and medical benefits.

Question 3: You mentioned in your testimony that State VR agencies are unable to
service additional SSDI and SSI recipients because of funding issues. Under current
law, State VR agencies are funded through the Rehabilitation Act and are 80% feder-
ally funded and 20% state funded. Also under current law, State VR agencies are
reimbursed for reasonable expenses for recipients who return to work for 9 months.
In these instances, State VR agencies are being paid twice. Please explain why you
are under funded for the purposes of serving more SSDI and SSI recipients?

The resources available to the public vocational rehabilitation program are not
sufficient to meet the demand for services from potentially eligible persons. The
funding formula is a fixed amount that does not increase based upon demand for
VR services. The eligibility criteria for vocational rehabilitation is much broader
than for SSI/SSDI. The requirement for an order of selection in the Rehabilitation
Act when states do not have enough funds to meet the demand for services is a clear
acknowledgment of the limited resources.

The lack of sufficiency of funds for vocational rehabilitation services can most
clearly be seen when one compares the VR allotment with expenditures for SSA dis-
ability programs. While hundreds of billions of dollars are spent on SSA cash and
medical benefits which keep people dependent on government entitlements, only $3
billion is allotted to VR, which assists individuals to increase their independence.

The present reimbursement structure, as established by SSA to replace a prepaid
approach, was designed to pay only for outcomes. The system was to create an in-
centive for states to aim for the SGA level of employment when serving SSI/SSDI
recipients. The SSI/SSDI recipients who use the public vocational rehabilitation pro-
gram have over a 50% employment rate after starting an employment plan. The ma-
jority, however, do not choose to work enough hours to achieve or maintain SGA,
resulting in the public program not receiving reimbursement. This is due largely to
financial disincentives in the SSA benefit structure. It should also be noted that,
even in cases where the person achieves SGA, if the recipient has impairment relat-
ed work expenses or subsidies, vocational rehabilitation often is not eligible for re-
imbursement.
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Another factor that should be considered is that the public program is the only
program that is required by law to reinvest the funds back into vocational rehabili-
tation services. The present alternative participant program and the various return
to work proposals do not require that any funds be used for future services. It also
must be remembered that the return to work proposals will no doubt continue to
use the public program as first dollar and minimize the use of private resources.

Question 4: You say that 45,000 recipients enter the workforce each year because of
efforts provided by the state VR program. Yet, in 1996, SSA reimbursed state VR
agencies for little more than 6,000 recipients. Does this mean that the other 39,000
SSA recipients did not remain in the workforce for nine month or were there other
reasons why state VR’s were not reimbursed for these clients?

There are three issues involved in this question. The first is that the 6,000 cases
reported by SSA reflects the number of cases that SSA was able to process for reim-
bursement, not the number of actual cases that the public program submitted which
are expected to be eligible for reimbursement. Second, without direct access to SSA
data, states cannot easily determine which of their consumers whose earnings are
at SGA level are recipients of SSA benefits. Third, many SSA recipients who go to
work as a result of the VR program choose to limit the number of hours worked,
so as to retain SSA benefits.

In FFY97, SSA had over 20,000 cases in their system submitted by states, rep-
resenting SSA recipients who had returned to work. At the present allowance rate
of 66%, this would mean over 13,000 cases are likely to be at the SGA level. Even
this significant increase is an understatement of the actual number of SSI/SSDI re-
cipients that the public program has assisted to achieve SGA, as we are generally
unable to access accurate information regarding whether or not individuals are
SSDI/SSI recipients. In Connecticut, we were able to obtain access to a direct way
of checking all of the employment closures for SSI/SSDI eligibility for a short period
of time. The result was that we were able to identify 30% more cases of recipients
who were working at the SGA level.

The public VR program is effective at assisting recipients to enter paid employ-
ment. It is the disincentives inherent within the SSA disability programs that keep
individuals working below the SGA level. This is the primary reason CSAVR is rec-
ommending a restructuring of the disability program, with particular emphasis on
disincentives around cash and medical benefits. The types of jobs and the wage lev-
els of individuals who return to work through using the public VR program reflects
the diversity of our economy. The key to the SGA issue is that although over 90,000
recipients entered paid employment in the last two years, most chose to keep their
hours worked per week at a level that resulted in earnings below the SGA level.
The NIDRR study showed that the SSDI/SSI recipients worked an average of about
25 hours per week while non-recipients worked over 30 hours per week. The choice
of many recipients is to work to supplement benefits, rather than to replace bene-
fits. The maintenance of cash and medical benefits is seen as critical by many of
these individuals.

Question 5: In your testimony, you recommended simplifying SSA’s work incentives,
including employment-related work expenses, the SSI monthly payment reduction of
81 for $2 earnings over $85 per month, and the Plan to Achieve Self Support (PASS)
program. You also suggested that these SSA programs be administered by State VR
agencies. How would this work?

The work incentives could be more effective if the method of providing information
was specialized and simplified at the community level. The present structure of
going though the SSA district offices is ineffective and inefficient. The public voca-
tional rehabilitation program has a national infrastructure that could be built upon
so that a system of return to work information and technical support could be devel-
oped. The goal would be to use vocational rehabilitation professionals as specialists
to provide education, approval of PASS and IRWE’s and coordination of public/pri-
vate initiatives. Public VR counselors possess the necessary education, training and
experience to assist individuals in developing vocational goals which will lead to em-
ployment. The use of the public VR structure would minimize costs to SSA.

One approach would be for SSA to enter into an agreement with RSA to have the
VR program establish a network of return to work information and education cen-
ters in the states. These would build upon the already existing outreach efforts by
many state VR agencies to provide beneficiaries with information on vocational re-
habilitation. It is through the state VR agencies’ outreach that approximately 96%
of beneficiaries have chosen to enter the vocational rehabilitation program. There
is clearly a basic infrastructure in place and with some additional resources from
SSA, this could be expanded to increase access for many more beneficiaries.
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The CSAVR White Paper also recommends that SSDI use a gradual reduction in
benefits, similar to SSI. The PASS program is essentially nonexistent at this time.
It has a rejection rate for plans submitted in the 70% to 80% range, and is unpre-
dictable in the time it takes to get a decision. The purpose and processes for the
PASS program need to be clear. Using professional vocational rehabilitation coun-
selors to administer the program would greatly increase its effectiveness.

Connecticut SSI and SSDI Beneficiary
Work Incentives Survey Results

In 1997, the State Rehabilitation Advisory Council asked both public and private
vocational rehabilitation providers in the Waterbury, Connecticut area to distribute a
survey to their clients who were receiving benefits because of their disabilities. 106
individuals responded to this survey. It is important to remember that these
individuals were exploring opportunities for work when they filled out these
surveys. The following are some of the highlights from their responses:

= When these individuals were asked,

“Have you tried to return to work?”, they responded: YES 75%, NO 25%
When asked:
“Are you working now?”, they responded: YES 36%, NO 64%

u Over half of the respondents received information about Work Incentives
from questionably reliable sources. 75% of them said the information was
helpful, BUT 68% did not go to work.

= Although 65% said concern about Health Care Benefits did not keep them
from returning to work, 71% stated that they limited their earnings so that
they could keep medical benefits.

u When asked, “What Work Incentives did you find helpful?”’, NO respondent
understood the term well enough to list even one actual Work Incentive.

u Respondents cited lack of information as a problem.

This information strongly indicates there is a lack of reliable information
about Work Incentives and even when this information is presented, it is more
complicated than the beneficiary can understand.

This information also seems to indicate that although beneficiaries want to
work, their concern over health care benefits causes them to limit their earnings and
therefore remain on benefits.

For more information about this survey and other findings concerning Social Security Disability
Insurance and Supplemental Security Income Work Incentives, contact the State
Rehabilitation Advisory Council at
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Questions received from Hon. Jim Bunning, and Subsequent Responses
from Rick Christman

You mentioned in your testimony that participation in a return-to-work program
should be voluntary, at least until the program is in place for a period of time. Is
there any point at which you think recipients who have work capacity should be re-
quired to accept rehabilitation services?

This is an interesting question. Inasmuch as I believe practically every person of
working age with a disability of has some degree of work capacity, the answer
should be “yes.” However, I must also quality this answer and emphasis that it is
important to understand that, for persons with significant disabilities, the full real-
ization of vocational potential takes time and no small amount of expertise. As I
described in my original testimony, the field of vocational rehabilitation has, as of
yet, not been able to return significant numbers of beneficiaries to self-sufficient em-
ployment. Thus, to involuntarily compel large numbers of beneficiaries to attain as-
sistance from a system which has not yet sufficiently focused itself on the attain-
ment of self-sufficiency, could very likely result in a public policy disaster of colossal
proportions. Rather, I believe it would be prudent to initiate return-to-work legisla-
tion on a voluntary basis. Over time, the innovations and service improvements
which are certain to result from the implementation of a system of market-based
competition, will strengthen the quality of vocational rehabilitation services nation-
wide. I would foresee that, with time, the enactment of return-to-work legislation
greatly improving the efficacy and capacity of vocational rehabilitation services. Ac-
cordingly there could come some future point, which today I could not predict,
wherein Congress could reasonably consider making assessments of vocational ca-
pacity for all recipients mandatory.

You also say that providers should not be ranked or graded. How can consumers
make informed choices for services without some type of provider evaluation?

It is essential that consumers have access to clear and accurate information on
the efficacy of providers in order to make informed choices. Basic information and
outcomes-based performance indicators of such data as service locations, service
area, numbers of persons served, types of services offered, types of disabilities
served, success ratios, types of jobs obtained and wages obtained should be readily
available to consumers in an accurate, standardized format. Collection and publica-
tion of such objective and obtainable data should be a function of a third party. It
is this objective information which should be the prime driver of recipient choice.

Beyond some basic requirements to insure that providers are legitimate, I would
leave the selection of service providers on the basis of the aforementioned data and
avoid ranking or grading. I believe it will be far better for consumers to have a pool
of providers which is inclusive, rather than exclusive. Ranking or grading, in my
opinion, would be exceedingly complex and very difficult to perform in a reliable,
unbiased manner. Ranking or grading would do little to improve the likelihood of
positive outcomes and only serve to discourage the emergence of new providers, thus
limiting consumer choice.

Questions received from Hon. Jim Bunning, and Subsequent Responses
from Dr. Thorv Hessellund

1. You mentioned in your testimony that employers and clients often rely on the pro-
vider to mediate when problems occur. Under SSA’s ticket proposal, a provision is
made for protection and advocacy services solely for the SSA recipient. While con-
sumers may well need a dispute resolution mechanism, what about providers? In the
ticket proposal, do you see any potential situations arising where the provider may
need a dispute resolution mechanism?

Answer: Yes. For example, there is a dispute over whether or not a bench mark
was (is) achieved which would potentially result in payment to the provider and a
step towards independence for the beneficiary. Suppose the provider is of the opin-
ion that a beneficiary has the capacity to proceed with full participation in a return
to work program or 1s able to return to work and the beneficiary disagrees with the
opinion. In this case, the dispute is over whether or not payment is due. It is also
about controlling costs in a fixed, benchmark payment environment.
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On another level, it is also about the need for a forum for the parties to express
their opinion regarding return to work issues (capacity to return to work; level of
services provided; cooperation issues on the part of the beneficiary), and setting
precedents.

There also may be situations where an impasse is reached regarding the feasibil-
ity of return to work services. Situations may exist where either side may contend
that RTW is feasible and the other side disagrees.

Lastly, for the service provider, I would like to see an option to bring in a second
opinion from an independent vocational evaluator to assist in a determination as to
the feasibility of RTW.

2. You mentioned that your organization’s providers are subject to peer review. Do
you see peer review having any particular role in return-to-work legislation?

Answer: It is NARPPS’ recommendation that all RTW service providers belong to
a professional organization or be accredited through a national commission that has
a peer review mechanism. The purpose is self-governance and preservation of public
trust. There is a national certification process for rehabilitation service providers
(Commission on Rehabilitation Counselor Certification). Additionally, most profes-
sional associations—NARPPS included—have a professional code of ethics by which
members pledge to abide. There are varying degrees of state licensing requirements
for providers of RTW services. The national association or an accrediting body pro-
vides an avenue for peer review when the code of ethics of an association has been
violated. When questionable ethical behavior on the part of rehabilitation service
providers is identified, it is in the best interest of the general public served by the
profession and the maintenance of trust in the service providers, that the profession
be allowed to review any alleged improprieties and make recommendations as to
their accuracy as well as a remedy, if indicated.

3. You also suggest tying recipient and service provider incentives to benchmark out-
comes. Could you provide some examples as to how this might work?

Answer: For example, benchmarks might include:

¢ Determining the feasibility of return to work. Service provider documents recip-
ient participation in determination, reviews recommendations with recipient and
has recipient sign off on report (agree or disagree) prior to submitting report and
invoice for payment.

« IWRP signed by recipient and provider and submitted to the commission for re-
view and approval. Payment to provider would occur when determination on IWRP
is completed by the commission.

¢ IWRP successfully completed and signed off as such by recipient and service
provider. Agreement (understanding) by recipient as to time limit and conditions of
remaining benefits.

Questions received from Hon. Jim Bunning, and Subsequent Responses
from Fred Tenney

A common theme in most of the return-to-work proposals is the need for consumer
choice in obtaining rehabilitation services. You mention the success of case manage-
ment in SSA’s project network with which you’ve been a participant. Won’t case man-
agement happen anyway, as providers work with the recipients to determine voca-
tional goals, ongoing supports, etc? Do you believe a specific case management re-
quirement needs to be addressed in the law?

Yes, I expect case management will be a natural course of events for “successful”
vendors. My first blush reaction is to avoid mandating a case management model.
There may well be valid reasons for including it in the legislation but none come
to mind immediately. Hopefully, the consumers will insist on the level of service
they need to become successful. It is certainly without question in my mind that
the “successful” vendors will include that in their arsenal of services.

In your testimony you mention that employer incentives are most often discussed by
people not in the job placement business. Are employer tax incentives critical to a
return-to-work program in your view?

As I noted in my testimony do not feel employer tax incentives are “critical” to
a return to work program. Certainly this would be a tool which would make the job
placement task easier. However, if you review TJTC (targeted jobs tax credits) you
will find that it was rare that small business took advantage of the program and
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the large businesses that did take advantage frankly “beat the system” by surveying
“en masse” the “new hires’ after the fact for TJTC eligibility. There was little if any
attention given to TJTC by human resource departments prior to hire. It’s the party
line to suggest that business and industry needs a financial incentive to “hire the
handicapped,” frankly that is not the case at all. Dependable manpower is at such
a demand level that job placement is not the critical issue.

Should referral of recipients to providers be mandatory?

I have wrestled with this question for some time. If the question is in the literal
sense them yes I do think mandatory referral is essential. To insure that all partici-
pants are given the opportunity to access the program mandatory referral is essen-
tial. If on the other hand, you’re referring to mandatory “participation” I'm not so
sure the time is right for that. Primarily because I believe the voluntary participa-
tion of those who volunteer will be overwhelming. If the program is as successful
as I believe it will be then 5 tol0 years down the road we might want to address
those who are reluctant to pursue work. We have bitten off a big bite here with
those folks that “want” to return to work.

Questions received from Hon. Jim Bunning, and Subsequent Responses
from Stephen L. Start

Question 1: Some witnesses pointed out that milestone payments to providers would
be costly and complicated to administer. What are your views?

In the last 27 years I have administered in excess of 500 government contracts
to provide social services and employment services to a wide range of government
entities. The milestone payment system recommended by the Return-To-Work
Group would be one of the simplest contracts to administer when compared to the
array of other options available.

We recommended three milestone payments: (1) at the completion of a signed
plan, (2) after 30 days or 60 days of employment, and (3) after one year of employ-
ment or at the point of time the individual comes off the rolls. Each one of these
payment points is easily verifiable and could be audited by certified public account-
ing firms available in each community across the country. In our proposal we rec-
ommended that every provider have such an audit on an annual basis. We antici-
pate the total cost of administration for the return-to-work program with this pay-
ment methodology would be approximately 4 to 5 percent, paid to a contracted man-
ager. Administrative rates for government programs typically run from a low of 10
percent to as high as 30 and 40 percent. On a comparative basis, the milestone
method we have recommended is very inexpensive.

Question 2: Have you compared the outcomes of your proposal to that of the Adminis-
tration’s ticket proposal. If so, what are the findings?

The Administration’s proposal anticipates an increase of 3,000 to 6,000 per year
in the number of individuals coming on the SSDI rolls as a result of implementation
of their program. They also predict an additional 1,000 to 3,000 persons per year
coming off the SSI rolls. These numbers are substantially below those anticipated
by the proposal developed by the Return-To-Work Group. In developing our model
and computer simulation to predict outcomes, the Return-To-Work Group utilized
actual research outcomes obtained by Project Network programs conducted by Social
Security and Research and Demonstration Projects conducted with private firms by
Social Security. These research projects have been conducted over the past seven
years and did not enjoy the benefit of Medicaid medical coverage extension or any
of the incentives that are currently being contemplated by the committee. Assuming
then that there is no increase in the success rates obtained over that in the research
projects, our model indicates that over a seven-year implementation period, 134,552
people should permanently move off the rolls. Our projections included a seven-year
phased in ramp-up of providers from across the country with full participation in
year five of implementation. We also assumed that approximately 45,000 CDRs per
year would be notified and encouraged to participate in the project. Based on our
research results, the CDR population has a significantly higher likelihood of enroll-
ing in services and returning to work than individuals who are simply applying for
services or are on the general caseload. Several factors seem to contribute to the
possible differences in projections we have developed as compared to those in the
Administration’s ticket proposal.
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1. The Administration’s proposal apparently has relied upon results obtained by
the public VR agency in returning individuals to work. Our results are based upon
actual research conducted with private firms who have produced significantly higher
results than those obtained in the public sector.

2. The Administration’s proposal does not implement a milestone program, and
therefore, has a very conservative number of providers participating actively in the
program. The milestone proposal presented by the Return-To-Work Group could eas-
ily attract several hundred networks to participate and several thousand individual
providers to participate in those networks. After all rehabilitation costs and return-
to-work costs are paid, our model predicts a 12.3 billion dollar federal savings to
be realized as a result of the outcomes obtained during the seven-year implementa-
tion. The Administration’s ticket proposal would, in all probability, only realize a
savings in the one to two billion dollar range. In other words, there would be a 10
billion dollar opportunity cost loss as a result of implementing the ticket proposal
as compared to the milestone proposal recommended by the Return-To-Work Group.

Computer modeling indicates that the addition of work and employer incentives
could conservatively result in 264,658 people going off the rolls during the same
1seven—year implementation period, resulting in a savings of 23.9 billion federal dol-

ars.

Question 3: You mentioned in your testimony that 75 percent of the net job activity
in the United States comes from small- and medium-sized employers. How successful
are providers in placing consumers with small- and medium-sized companies?

Very successful. The Projects With Industry program, which is a national place-
ment effort of private providers funded under the Department of Education, 1s the
best source of information regarding employers of people with disabilities. The expe-
rience of Projects With Industry on a national basis directly parallels the experience
that S.L. Start & Associates, Inc., has had in the northwestern United States. Our
experience indicates that over half of the individuals who are employed through our
project and projects nationally are employed in small- and medium-sized businesses.
The actual percentage may vary depending upon the economic composition of a spe-
cific local community and the affiliation of specific projects. There are projects, for
example, that are closely allied with large manufacturers in the aerospace industry
who place exclusively with large employers. There are other projects scattered
across the country that focus virtually all of their activities on small- and medium-
sized employers.

Question 4: Is it essential to have all various employee and employer incentives
worked out before we initiate a national program?

No. It is absolutely critical, however, that some form of medical extension be im-
plemented as part of any truly effective employment approach. In order of mag-
nitude, the next most important barrier to deal with is the earning income cliff ex-
perienced, especially by those on the SSDI rolls.

There are a variety of approaches that have been suggested to deal with this
issue, but perhaps the tax credit is the most viable way of fully offsetting negative
incentive of returning to work. It is difficult to predict, however, the economic im-
pact and full cost that this approach or others proposed may have on projected sav-
ings to the trust fund.

Providers who have participated in previous research projects have been able to
return significantly higher numbers of individuals to employment than the current
state-of-the-art program without the addition of these incentives. We believe that
the addition of incentives will significantly improve the overall performance of the
program, but that a program could be initiated which tests different approaches to
determine which is most effective.

Question 5: You mentioned that employers and clients often rely upon the provider
to mediate when problems occur. Under SSA’s ticket proposal, a provision is made
for protection and advocacy services solely for the SSA recipient. While consumers
may well need a dispute resolution mechanism, what about providers? In the ticket
proposal, do you see any potential situation arising where a provider may need a dis-
pute resolution mechanism?

There are actually several ways in which disputes could arise where the provider
would need a dispute resolution mechanism available to them. For example, if a pro-
vider spends a significant amount of private funds to provide education and training
to an individual, and then the individual repeatedly turns down jobs that are well
within their skill base and ability level. The provider would have expensed their
funding in good faith, but the beneficiary would be preventing the provider (through
the lack of their cooperation) from receiving the reimbursement they are due.
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Another situation may be where a provider again expends dollars and professional
service hours to return an individual to work. At the point in time when the individ-
ual is ready to obtain employment or shortly after they have obtained employment,
the individual may choose to switch providers or switch the payment provision to
a friend or relative. Without a dispute resolution method, neither the provider nor
SSA would have a systematic way of dealing with this situation. The current reha-
bilitation act already requires a beneficiary to participate actively in their rehabili-
tation program to maintain benefits. If an individual has enjoyed the benefits of
services provided by a private provider and then simply refuses to pursue employ-
ment, under current law, the individual could be denied future benefits. Some form
of a mediation process must be present to determine where or not the individual
is actively participating and whether or not a recommendation should be forwarded
to SSA to deny further benefits to an individual who is not actively participating
in rehab or seeking employment when they appropriately should do so.

The proposal presented by the Return-To-Work Group for consideration by Chair-
man Bunning contemplates that, at points in time, providers may, in fact, loan
money to beneficiaries to participate in educational and rehabilitation efforts; or
that the individual may directly contribute their personal finances to the realization
of a rehabilitation return-to-work plan. Conflict could arise when a provider, in good
faith, goes forward and makes their financial contribution to the individual’s plan,
but the beneficiary then reneges or withholds on their share of participation. I am
sure there are other areas that could provide conflict between the provider and the
beneficiary. These three seem to portray the primary areas of problem that might
be anticipated from an outcome-based payment-type model where providers are ex-
pected to expense time and personal resources prior to receiving any form of com-
pensation for their efforts. If some form of mediation is not available to providers,
providers will become highly selective in the type of individuals they choose to serve,
resulting in a significant reduction in the number of individuals who would be re-
turned to work.

The use of a milestone payment system would decrease a provider’s financial ex-
posure and, therefore, reduce the probability of conflict between consumer and pro-
vider. If this program is to, in fact, be a partnership, then both partners must have
rights, responsibilities, and access to a method to address grievances, should they
arise.
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DRAFT

ISSUES AND ANSWERS

The Return-To-Work Group’s (RTWG) Recommendations to the House Ways & Means
Sub-committee on Social Security Regarding the Expansion of Return to Work.

The RTWG is comprised of providers and consumers from across the country who came
together in 1995 with one purpose in mind. To develop an efficient and effective return-
to-work program for social security recipients that would allow the maximum number of
individuals possible to achieve independence and self-sufficiency through employment.

The group had several key objectives. The design criteria that were used in compiling its

research and making its subsequent recommendations. These included:

1. Maximize the amount of consumer control and choice.

2. Remove significant barriers and disincentives that were discouraging beneficiaries
from seeking competitive, gainful employment.

3. Develop incentives that would offset any additional cost incurred by employers for
initial hiring and training of people with disabilities.

4. Develop a reimbursement methodology for return-to-work providers that would only
reward LONG-TERM, substantial, gainful employment in a job that was
CHOSEN, obtained, and RETAINED by the SSA beneficiary.

5. Design a program that was administratively simple and cost-effective to operate.

6. Design a program that was financially viable and cost-effective to ensure the long-
term financial viability of the Trust Fund.

In developing the design recommendations that were ultimately forwarded to the Sub-

committee, the RTWG conducted dozens of telephone conference sessions to review

issues. The RTWG also conducted several workshops and roundtables composed of
providers, consumers, and representatives from the administration and other stakeholder
groups.

Since the introduction of the Bunning legislation (H.R. 4230) in the 104th Congress,
several issues have surfaced (especially in the consumer and advocacy community),
specifically related to some of the language utilized in the Bunning Bill. The following is
an attempt to discuss some of these key issues, give basic background on each issue, and
outline the key features and benefits that we reviewed in developing our
recommendations. The presentation of questions and answers is not necessarily in a rigid
priority order.

ISSUE: Consumer Control
This issue was, in fact, a key design objective of the RTWG.

Background and Considerations:

For true control to exist, several minimum criteria must be present.
1. An individual must have available real and meaningful choices.

Page 1 of 10
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2. An individual must have relevant, factual knowledge and information about the
features and benefits that underlie each of the choices available.

The RTWG recommendations placed emphasis on a reimbursement system for providers
that had three key milestones, each of which are controlled by the consumer. The first
payment point was the development of a long-range employment plan that was developed
and signed off on by the consumer working in partnership with their chosen return-to-
work provider. If a provider could not develop a plan that was acceptable and desirable
to the consumer, the consumer would have the simple and available option of going
across the street to the next provider and shopping until they found a provider that could
develop a plan to meet their needs and desires. No provider would receive a penny of
reimbursement until they could develop a plan authorized by and committed to by the
individual. -

The second major milestone payment is made after the individual is employed for 60
days. In other words, the provider would not be paid until the consumer/provider found a
job that (1) is initially acceptable, and (2) which the consumer likes well enough to retain
employment for at least two months. If the consumer doesn’t like the job, he could quit
during the initial probationaryperiod, and the provider would receive no compensation.

The third payment point is maintenance of employment at SGA level for approximately
12 consecutive months. Again, before the provider would receive this reimbursement
milestone payment, the individual would have to stay in a job of his choosing, for now, in
excess of 14 total cumulative months. If the individual decided they did not like the job
and quit, the provider would simply not be paid until they found a job that was acceptable
to the individual.

The fourth payment milestone actually is the key to ensuring that individuals seek
employment that they can retain over the long term, and that service providers are
motivated to continue to provide services for long-term employment and career
development. The RTWG recommended that for a period of five years after the
individual came off the rolls, the provider would continue to get a follow-up, long-term
support fee on a monthly basis that was equal to 20 percent of the savings to the Trust
Fund for having the individual off the rolls. It has become apparent that the substantial
power for consumers behind this reimbursement methodology and how it differs
drastically from the current system seems to escape many consumer and advocacy
groups. At every step, the consumer is absolutely in control of their destiny and whether
or not the providers are reimbursed for services. Because private companies and
counselors they employ depend on the success of this model for their very existence, they
must please the customer or go out of business.

To ensure that potential users of the return-to-work service had adequate information
upon which to make a meaningful decision, several positions were built in the RTWG
recommendations.

Stephen L. Start Page 2 of 10 10/1/97
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1. We recommended that, on an annual basis, all providers would receive a report card
on the success of their services. This annual report card would be outcome-focused,
showing, for example, the percentage of individuals who had successfully returned to
work and retained employment for a specific provider compared to other providers
within the geographic region. Additionally, it would analyze pay and benefit levels
received by individuals placed through that provider.

2. Additionally, also on an annual basis, each provider would have to collect and report
satisfaction surveys that would be reviewed and audited for accuracy on a periodic
basis. These satisfaction surveys would be developed in concert with consumer
groups and would focus on key satisfaction variables as defined by those groups. The
results of each variable for a specific provider would again be published and
compared to other providers within their service region.

3. The providers would also be required to maintain, in each participant’s file, a signed
affidavit that each service participant had received a personal copy of both the report
card and the satisfaction survey and had reviewed this information. The presence of
this affidavit would be audited on an annual basis by outside auditing firms.
Providers who failed to document through affidavit that individuals had reviewed
outcome and satisfaction information would become candidates for decertification.

4. Another key issue that is fundamental to the realization of true choice is availability
of responsive, active providers in all geographic areas. This issue will be discussed
later in this paper under the structure of the service system section.

ISSUE: The State Vocational Rehabilitation system will be put out of
business by this legislation.

There is absolutely nothing in the recommendations from the RTWG or in the Bunning
legislation that focuses on elimination of the current State-operated vocational
rehabilitation system. In fact, in its recommendations to Congress and subsequent letters
to the Sub-committee, the RTWG has made it clear that our recommendations are in no
way intended to affect or change the current rehabilitation act and funding mechanism for
State agencies.

Some have speculated that if this system is successful, it will result in the undoing of the
State agency system. The RTWG does not believe this to be a likely scenario. The State
VR systems, under the gurrent structure, rules and regulations, have had difficulty in
placing significant numbers of individuals off the social security rolls. They have,
however, year-in and year-out for several decades, placed thousands of severely disabled
people who are not on the rolls into competitive employment. The State agency system
has a well-developed network of counselors, relationships with State legislatures,
business relationships across the country, and a well-established political support base.
We believe that a more likely scenario is that if the private sector is, in fact, successful,
the State agencies will simply rise to the occasion and compete, tit-for-tat, in achieving
outcomes that are acceptable to consumers and to the Congress. They will, most likely,
request modification to the Rehabilitation Act that parallels the successful features of our
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private sector program to enhance their success. For the doomsdayers who predict the
end of State VR, nothing will promote the end of vocational rehabilitation faster, both
private and State-operated, than continued poor performance.

The RTWG recommendations recognize that a strictly outcome-based reimbursement
system such as the one proposed for this private sector model may have difficulty
providing services to some individuals with severe disabilities. We, therefore,
recommended that the legislation allow for the partnering of private sector funding with
State agency funding to ensure that both sources would be available to assist difficult to
serve individuals. The Bunning Bill was written to accommodate this recommendation.
Not only would this strategy provide a dramatically enriched funding stream and number
of opportunities for people with disabilities, it should encourage a spirit of partnership for
both the State agency and private provider, where both the State agency and private
provider could financially benefit from successful outcomes.

There is nothing in the RTWG recommendations or the Bunning legislation of 1996 to
prevent or discourage individuals from continuing to utilize State agency services in the
same manner that they are currently available. Individuals would simply have more
choices from which to choose if the private sector program is adopted.

ISSUE: Creaming

People have raised the issue that since the proposed private sector program is primarily
outcome-oriented, it will incent providers to cream or, in essence, pick the easy-to-serve
individuals, leaving individuals with severe disabilities unemployed and unserved.

This was one of the first key issues addressed in discussions and debates by the RTWG
during its initial forum held in Washington, D.C., with representatives of the Social
Security Administration and our original co-chairs, Mr. Ed Roberts of the World Institute
on Disability, and Mr. George Watters, a life-long advocate for people with disabilities.
The pungent and clear response of Mr. Roberts to the creaming issue perhaps summarizes
the RTWG recommendation. His response was, “Good, if we get those off the rolls who
least need the support, perhaps we can save the disability trust fund for those who really
need it.” Every knowledgeable body that has reviewed the financial solvency of the
Disabilities Trust Fund predicts that unless drastic measures are taken, it will be come
insolvent within a short period of time. Any return-to-work strategy that does not have
the ability to return a significant number of people to work within the next few years, in
effect, jeopardizes the future of support for people with disabilities.

Because of the very low return-to-work rate for social security recipients under the
current State-operated system, there is significant skepticism on the part of legislators and
the public regarding the employability of individuals with severe disabilities. They
openly ask the questions: Can these people really go to work? Do they want to? Are
providers or professionals capable of providing any meaningful assistance? These
questions must be answered with a resounding yes. Yes, people can work; yes, people do
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want to; and, yes, providers can help them. It is critical,during the initial implementation
of this program, that we demonstrate concrete success and savings to the Trust Fund. If
we are unable, collectively, to make that demonstration, then the private sector initiative
will undoubtedly be terminated by Congress, and in all likelihood, the State-supported
programs will also be given up as a waste of time. The RTWG. therefore, has been
opposed to any adverse selection criteria that would attempt to force providers to serve
the “most in need or most severely disabled first.” Implementing such an approach
during the initial years of the private sector initiative could be fatal to this model. This is
especially true, given the fact that providers only receive reimbursement if they are, in
fact, successful. If, after reviewing results of the project for several years, it becomes
evident that severely disabled individuals are not being served, then the Return-To-Work
Commission recommended by the RTWG has the power and authority to modify the
reimbursement methodology to deal with this issue.

An underlying, pivotal issue, however, around the point of creaming is the assumption
that there are, in fact, a significant number of individuals on the rolls who could be
thrown into the “cream” category. In spite of the reported low performance on returning
beneficiaries to SGA, the State agency system in this country has proved itself to be
highly effective in returning individuals with severe disabilities to employment. With all
of its experience, network, background, and federal backing for initial plan
implementation, it has only been able to place approximately one-half of one percent in
recent years. Where is the eream? If it were easy, without doubt, the State system
would be much more successful. The fact is that people on social security rolls have been
determined, categorically, to have severe, long-term barriers to employment.

Those who are basically defrauding the system and do not have true disabilities are,
unfortunately, the most difficult to return to work.

The issue of creaming has other ramifications beyond the severity of disability. Other
issues include the specific types of disabilities that will or will not get service, the types
of jobs that will be made available to individuals, and the geographic areas that are
chosen across the country for service delivery. The RTWG attempted to deal with each
of these issues specifically. The features of our proposal that deal with these items are
covered in more detail under the section on structure of the program.

ISSUE: Structure of the Program

Several individuals have raised the issue that the reccommendations of the RTWG as
incorporated into the 1996 Bunning Bill are too bureaucratic and reflect the development
of another bureaucracy that simply duplicates the State VR system.

The issue of administrative structure is one of the most difficult and intricate features that
must be dealt with in developing an efficient and effective program that encourages
consumer control and choice. The RTWG spent literally months grappling with and
analyzing various possibilities and, in fact, held a special conference in Phoenix, Arizona,
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to develop recommendations in this area. We felt it was critical to develop an
administrative structure that was consistent or struck an optimum balance with the
objectives defined in the opening paragraph of this paper. The key components of our
recommendations will be discussed with relevant background and key features.

The RTWG recommended that the private sector, return-to-work program for the Social
Security Administration be overseen by a bipartisan commission that was comprised of
potential consumers, private sector employers, and return-to-work providers. There are
several underlying considerations behind this recommendation.

One key consideration is the fact that the Social Security Administration and its corporate
culture has little knowledge, background, or interest in the return-to-work field. The
corporate mission of SSA, in effect, is to provide financial and medical support for
severely disabled individuals who, by definition, are not employable. Within the
administration, there are few individuals (with the exception of the Associate
Commissioner of Disabilities and her key staff) who are knowledgeable, interested, or
motivated around the issue of return to work.

The RTWG felt strongly that a successful program has to be a partnership between people
with disabilities, private sector employers, and providers. Weakness in the program from
the top down in any one of these critical segments will result in the program’s failure.
The old saying that “the chain is no stronger than its weakest link” is apropos. If the
programming in its initial design and long-term operation does not satisfy the interests
and needs of each group, it will fail. The RTWG also felt that it was not advisable to
attempt, in the initial days, to design all the rules and regulations regarding all necessary
safeguards, operating procedures, practices, policies, and incentives at this point in time.
We believe a more effective strategy for initial, enabling legislation is to establish a basic,
sound foundation for program operation with basic safeguards, allowing a balanced
commission to review and amend program provisions based upon actual experience and
outcomes. Some argue that the current rules and regulations faced by the State system
are a primary deterent to success. We also felt that it was not advisable to try to build
into legislation the types of provisions that would typically be contained in program rules
and regulations; but that the operating details should be designed under the administrating
agency (SSA) with direct input and oversight from a balanced commission.

The issues that are especially complex, such as removal of disincentives to people with
disabilities to leave the rolls or the development of incentives for employers, require
monitoring and modification over time. This is also true of the reimbursement system for
providers. It may be necessary, for example, after the first two or three years of program
operation to modify the reimbursement structure to more adequately incent providers to
deal with people with very severe and complex disabling conditions. SSA simply does
not have the manpower, resources, or knowledge base to deal with these complex issues.
There was considerable fear, especially on the part of consumer groups, but also on the
part of providers, that if the program was simply imbedded inside of the SSA
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bureaucracy, it would become heavily bureaucratized, rule-burdened, ineffective, and
inaccessible to change.

It was also felt that by establishing a bipartisan commission, which would report to
Congress on an annual basis regarding the outcomes of the private section program, the
barriers encountered and the satisfaction derived by participants, the return-to-work
program would enjoy continuing interest and support from the Congress. It was
envisioned that Congress would, in fact, develop some sense of ownership over the
program and not simply stereotype it as another bureaucratic initiative. Politically, it was
an attempt to keep the issue of employing people with disabilities high on the legislative
agenda for several years to come.

SUB-ISSUE: Regional Administrators

The RTWG recommended that the day-to-day administration and management of the
program be contracted out to a private administrator. It was further recommended that,
on a national basis, at least two firms be chosen to serve the various regions throughout
the country.

There are several key considerations behind these recommendations. It became clear to
our group early in our investigation that the Congress and SSA alike felt that the day-to-
day administration of this program should be contracted out. It was believed to be more
efficient and effective to hire an outside firm to be monitored on a performance basis to
oversee the program. A successful program should be available in all 50 states and
provide services on an annual basis to between one and two million participants. The
RTWG felt, after considerable debate, that it would be safer to entrust this very
substantial administrative responsibility to at least two firms rather than simply letting
one contract for a large national firm. While this is not a “to die for” proviso, it was
simply intended as a safeguard to ensure that if an administrator was ineffective, an
alternate would be readily available to take over their administrative responsibilities.

This approach is essentially the approach that has been developed or adapted by the SSA
in its recent RFP for a firm to manage the Private Alternative Provider Program that they
have attempted to initiate. Comments indicate that some groups interpreted the RTWG
recommendations and the Bunning Bill to imply that there would be separate
administrators in every region of the country. While that would not be precluded by our
recommendations, it was not the intent or what was envisioned.

The State VR administrative structure is not considered to be an acceptable administrative
alternative because it may, in fact, have a conflict of interest in administering and
overseeing the program for the private sector, given the current perspective that such a
program is a competitor that may put them out of business. Additionally, the
administration and management of an outcome-based system that works with private
sector providers is a very different administrative task than the administration of the State
cost-reimbursement programs that operate under tight process control.
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SUB-ISSUE: Network Coordinators

After significant deliberation, the RTWG recommended that the sub-committee use a
network coordinator system at the local level as the primary vehicle for the delivery of
services.

The network coordinator was envisioned as an organization or a group of organizations
who joined together within a specified geographic area (such as a state) to provide the
comprehensive array of services and specialties that would be required to assist a wide
range of individuals with disabling conditions to attain employment within all the
communities contained within that geographic area. To become a network coordinator,
an agency or group of agencies would submit a request for qualifications, which would
simply outline, describe, and affirm their ability to provide a comprehensive array of
services as defined by regulation to all communities within the geographic area
considered.

There were several key issues taken into consideration behind this recommendation.
First, it is absolutely critical to understand the dramatic difference between a system that
reimburses for successful, long-term outcomes as defined by the person with the
disability, as contrasted with a fee-based or cost-reimbursement system that is currently
operated by State VR. Participating providers would, in large part, be expected to invest
significant amounts of capital to assist many of the individuals in returning to long-term,
gainful employment. Providers would not receive a return on that investment until the
individuals had been employed in all probability for a number of years. In other words,
the provider would have to incur significant risk in supporting the individual. One of the
features of the network was to allow for the formation of risk pools for the small, non-
profit organizations, (especially those who specialize in serving individuals with specific
types of disabilities) where they could share the risk and pool their resources and
experience. It was felt that this provision would maximize the number of small,
community-based, non-profits or small, private, for-profit providers that could participate
in this program. This is a critical design feature to ensure maximum choice in every
community and to also ensure maximum access to a diverse number of employers within
a local economy. There was significant concern on the part of consumers and providers,
alike, that if the use of networks was not encouraged, the large, national, for-protit and
non-profit providers would take over the contract on a national basis and target large,
easy-to-serve geographic markets and provide services to only those who were most easy
to serve.

The RTWG recommendations included the provision that every network provider would
ensure that within any community in the area covered by the network there was a
minimum of two choices available for all core services. Core services included such
basics as assessment, plan development, placement, follow-up, counseling, and training.
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It was felt that the network strategy, which required service availability and choice in all
communities, would also maximize the opportunity for specialized services and
specialized providers to assist individuals with specific disabilities to obtain employment.

[t was envisioned that because providers and the network itself would only receive

reimbursement for outcomes, in effect, this system would create a “Community of

VESTED INTEREST IN SUCCESS.” Rather than private providers, non-profit

agencies, and State VR competing for enrolled program participants, they would be
encouraged, if not forced, to form partnerships that would result in the outcome of

acceptable, long-term employment for people with disabilities.

The opportunity for small, non-profit organizations to form their own network ensures
that they have the option available to participate in the program and to oversee their own
activities. Small private firms could, likewise, form their own network or could become a
direct provider of service on a sub-contract basis for larger, national corporations (for-
profit or non-profit) that may be network coordinators within their local area. The
network coordinators are not an administrative layer, but rather a mechanism for
partnership in performance. They could, and would have to, provide direct services. This
system has only one administrative layer between SSA and direct service provision. It is
difficult to conceive how any national system designed to serve several million people
could be administratively simpler.

There are several additional benefits to utilizing a network strategy to service rather than
simple opening up service to all interest parties across the country.

Administrative costs would be kept to a minium because all admin and overhead costs
will have to be paid by the network coordinators and service providers from their
outcome-based performance payment. If resources are wasted on excessive admin, they
cannot go into profit or service enhancements that ensure success. This strategy ensures
that a maxium amount of resources will be dedicated to developing supports and services
that ensure employment and carreer success. Networks that do not employ this strategy
will probably go out of bussiness due to lack of income and poor performance reports.
Also, satisfaction survey results will be published on an annual basis, which will inform
prospective enrollees about the network’s poor performance.

Networks that develop solid relationships with a wide range of highly effective core and
specialty service providers who are results oreinted and well connected to the employer
and community will be able to serve more difficult to serve individuals, thus increasing
their market share, financial success, and service quality.

Small service providers who are highly effective will be able to work with one or more
networks. In fact, good, small service providers who effectively specialize in serving
individuals with specific disablities or who have well-developed connections with
specific employer segments will be sought after by competing networks to provide
service. Without a network type of strategy, small community-based providers would not
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have the financial resources to particapate in an outcome-based payment system. The
network provides an opportunity for small providers to share the financial burden with
the network so they can afford to participate. The recommendation by the RTWG that
ALL networks have at least two choices for core services in each community enhances
choice for consumers and enhances opportunity for small providers and advocacy
organizations that want to help people become independent.

Customers who have a specific organization they want to provide a direct service could
require the network to allow them to utilize that provider. If the network refused, the
individual could go to another network and solicit their support in using the preferred
provider. If the provider was willing to provide services on an outcome basis, there is no
reason the network would not accept them.

A key role of the network is to insure service coordination. Some individuals may
choose to essentially provide their own services, or utilize their own acquaintances,
providers or employers. Working with a network, all of this would be possible. The
network’s primary role would be to coordinate supports and handle the administrative
billing and reporting to SSA. In essence, the customer would be able to tailor their plan
and supports to their needs and circumstances.
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Chairman BUNNING. Mr. Halliday, I would like to start with your
testimony. Right now the State vocational rehabilitation agencies
are the only source of rehabilitation services for SSA recipients. To
what degree do you provide these services yourself, and to what de-
gree do you contract out to other service providers?

Mr. HaLripay. Well, I would like to clarify one part of that ques-
tion. We are not the only source. One of the largest myths in read-
ing all the materials is that somehow there has developed this
myth that the recipient can only come to the public agency.

The only thing the public agencies offer is the opportunity to
educate the recipient as to what is available, not only through us,
but through the SSA programs, and it is the consumer who choos-
es.

The consumer has all the choices they want. They can walk into
the public or private program today. They can go to job service,
they can go to DD, they can go to any one of these private provid-
ers, or the thousands of others.

So I do not know where that mythology came from, but I find it
quite interesting, and would be interested to know what the source
is.

Second, I would answer the question this way——

Chairman BUNNING. Well, they are the only agency that the So-
cial Security Administration refers to.

Mr. HALLIDAY. That is correct. They are not the only people So-
cial Security recipients are educated about.

Chairman BUNNING. No. But they have to go through you first.

Mr. HALLIDAY. No, they do not.

Chairman BUNNING. Well, then is there some breech in the law
somehow.

Mr. HALLIDAY. No, no. It is the consumer’s choice whether or not
he or she responds to us. If the consumer calls us, and says, Gee,
is there anybody else in the community, I say sure, who do you
want to know about.

Chairman BUNNING. But, see, they have to go through you. They
cannot go directly to the third party.

Mr. HALLIDAY. Absolutely they can. They can ignore our outreach
to them, and tomorrow morning pick up the human service yellow
pages, and walk right down the street. Nothing preventing the con-
sumer from doing any of that at all.

Chairman BUNNING. Well, we will check with the Social Security
Administration about that.

Mrs. KENNELLY. Could I just ask a question? Is it possible there
is a difference on reimbursement?

Mr. HALLIDAY. Let me answer that——

Mrs. KENNELLY. You are the only one that can get reimbursed.

Chairman BUNNING. That is correct.

Mr. HALLIDAY. That is correct.

Chairman BUNNING. OK. Then they have to go through you.

Mr. HALLIDAY. Wait 1 minute, that is a critical issue, though, be-
cause what all the choice discussion is really about—and I am all
in favor of choice; I think we are implementing that fine—is the
issue of resources.



196

If we do not put resources, what everyone here previously has
said, what milestones is about is putting more resources into the
system.

But in the era of choice, the consumer is free to choose, and
many do many other publicly funded programs for rehabilitation.
And I think that is an interesting thing we should look at in terms
of what other public resources are being used by recipients. Many
are accessing many other public programs.

But as to the other question, 40 to 50 percent of the dollars in
public vocational rehabilitation are spent outside the public agency.
In Connecticut, it runs 40 to 50 percent. And where we spent that
money is, over 50 percent of that money is spent with community
rehabilitation program providers.

So that what the costs we are reimbursed for, very little of that
cost has to do with services provided in the agency. It is reimburse-
ment of the costs of the services we purchase.

If I do a van modification for a consumer, for $15,000, that is the
cost. That $15,000 was not spent in my agency. It was spent with
a private provider.

If T sent persons to a private provider as part of that, for job
placement and situational assessment, and that resulting place-
ment, that cost averages around $2,600 in Connecticut, is

Chairman BUNNING. I am not going to let you talk all of my 5
minutes. I want to ask you another question.

Mr. HALLIDAY. Sure.

Chairman BUNNING. In your experience, are there certain areas
of the country lacking facilities to provide services? If so, where are
they, and how do you provide services to the other areas?

Mr. HALLIDAY. I can talk about the Northeast. I cannot talk
about other areas of the country.

Chairman BUNNING. Talk about the Northeast, then.

Mr. HALLIDAY. In the Northeast, I have not seen that be raised
an issue. What I have seen be raised as an issue is that waiting
lists occur in public agencies and private agencies because the
funds are not available. The connection is made with the consumer,
but we do not have the money to purchase.

Chairman BUNNING. OK. Let me ask the other four panelists, in
your areas of the country, are there other areas that have that
problem?

Mr. START. I can talk to the Northwestern United States and I
cannot think of a town, for example, in Washington or even north-
ern Idaho, which is about as remote as you get, that does not have
some kind of a provider, community-based, usually nonprofit, but
also private there.

And some outreach, frankly, from a State agency, typically.

Mr. HESSELLUND. In terms of the private sector from NARPPS
I agree. The private sector, there is rural rehabilitation, and then
there is metropolitan rehabilitation. But we cover all the sections.

Chairman BUNNING. How about Kentucky?

Ms. GENNARO. I know that Mr. Christman has said that there
are providers throughout the area. And as you said I am from the
American Rehabilitation Association. We have members from all
over the country.

Chairman BUNNING. Mr. Tenney.
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Mr. TENNEY. Yes, in the Southwest, as well as the Pacific Basin
where I have had some experience, there is a significant network
of providers there that are available to provide these services, if
they have the resources to provide the services. That is the whole
key.

Chairman BUNNING. Barb, go ahead.

Mrs. KENNELLY. Thank you, Mr. Chairman.

Mr. Halliday, I believe you expressed concern that providing the
tickets for the SSDI recipients to use in private vocational training
could create a cost shift from private insurance to public vocational
rehabilitation programs.

Could you expand further? And let me add another question onto
that. If we prevented workers’ compensation from requiring policy-
holders to use their Social Security tickets on the Workers’ Com-
pensation Vocational Rehabilitation Program, do you think that we
might moderate the threat of a cost shift?

Mr. HALLIDAY. I need some clarification on the second question.

Mrs. KENNELLY. From the private to the public.

Mr. HALLIDAY. Yes. What is presently, as I understand it, exist-
ing, is if you buy private disability insurance, often the great ma-
jority will require you to apply for SSDI, if you reach a certain
level, and once eligible the income you receive from SSDI is offset
to what the private pays you.

So that is a savings to the private insurance company. Also,
many of the private insurance companies do very aggressive reha-
bilitation. And as many of the private sector programs here indi-
cate they provide that service.

That is accounted for and paid for in the premiums. We need to
be careful that we do not set up a situation where what was al-
ready going to be provided at private cost as a result of what you
and I pay as premiums for that insurance does not in any kind of
ticket proposal end up with the public paying on top of that again.

Because what we would end up with, obviously, is a situation
where we are doubling the resource without more people being
served, as well as the money not going back into further service.
It goes into a profit margin which, I am very in favor of profit mar-
gins, but I think the insurance system probably already has that
well taken care of in their premium structure, I would hope.

As far as the workers’ compensation, I think again we need to
look carefully at what the relationship is between being on SSDI
and workers’ compensation, and be cautious again that if rehabili-
tation services are called for and covered for under the Workers’
Compensation Program, that those are prioritized, and we are not
again replacing those funds with Social Security funds.

I think those are a couple of areas of risk we run here.

Mrs. KENNELLY. Ms. Gennaro, for Mr. Christman. In the testi-
mony that you read for Mr. Christman, he expressed concern about
what would happen when a person needs services for more than
one provider.

Now, when we had the Social Security Administrator here, he
said that he believes providers of different type of services will
enter into arrangements with one another. And maybe network
and offer a range of services to the ticketholder.
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Now, this whole concept of tickets is still controversial. Do you
think they could build up this network, or they could work with
each other with the proposal?

Ms. GENNARO. Well, I know in the testimony, his concern was
simply how would the payment be worked out. And I believe that
something certainly probably could be worked out, but in terms of
the complexity, for instance, if a consumer starts with one provider,
they provide a certain amount of services, and then they switch to
another provider, how do you divvy up the payment. Things like
that will be difficult.

Mrs. KENNELLY. When I was listening to the service talking, I
think we have more work to do on that, in that whole area. And
once again we are going to have to use the expertise of people like
yourself.

Mr. Start, would you like to comment on that?

Mr. START. Yes. In the Return-to-Work Group’s recommendations
to deal with that issue, we recommended that it be required that
a provider certify that they can provide a network of services
across a predefined geographic area, like half of a State, to make
sure the people in rural areas would get served, and to make sure
that case management was in place to provide that seamlessness
of services, and that the full array of services was there.

So that was a provision that we recommended to deal with that
specific issue.

In terms of, by the way, the guidelines, like what would happen
if somebody changed providers after they had had a job for 2 years,
one of the reasons that we recommended the development of a com-
mission was we considered this to be work in progress, and it will
continue to be. And that we need to look at those issues in a com-
bined way for a couple, 3, 5 years, to really refine all of the guide-
lines.

Mrs. KENNELLY. CBO says that they do not think the Social Se-
curity plan will bring that many people back to work, that the
same ones that would have gone back go back. Do you have any
reason why you think CBO is more or less negative on the Social
Security plan?

Mr. START. I really do not. I mean, my major concern with the
Ticket Proposal is just that I do not believe, nor any of the provid-
ers that I have talked with, that it will attract enough providers
that will aggressively pursue people, and especially take some risk.

They are only going to place the for sure people, like the current
program. People that are already going to be placed are the only
ones you work with.

Mrs. KENNELLY. Thank you.

Chairman BUNNING. Mr. Hayworth.

Mr. HAYWORTH. Thank you, Mr. Chairman.

At the risk of sounding incredibly parochial, I am very pleased
that on both panels today we have representatives from Arizona.

Chairman BUNNING. That was prearranged to take care of you.
[Laughter.]

Mr. HAYWORTH. Selected especially for us. Well, Mr. Tenney, 1
am glad you are here. I am sorry my colleague from Georgia, Mr.
Collins, is not. And I will spare you my efforts to impersonate his
distinctive accent.
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Let us talk some about incentives, and talk about your testimony
where you say that demand exceeds the supply. I am curious about
incentives, though, in small business. Do we see a discrepancy be-
tween corporate America and many small businesses when it comes
to hiring in this regard?

Mr. TENNEY. Yes. There is a huge difference, as our experience
has shown. The large corporations, at least in Arizona, the McDon-
alds and McDonnell-Douglas, and some of those other larger cor-
porations, they get involved in the employer incentives pretty much
after the fact.

They hire these employees, and then they will go out and hire
a specialist to mine that field, that garden of incentives, to try to
see what can we now reap, what kind of a benefit can we now reap
as a result of hiring them, which is certainly not the intent of the
incentives.

With the small businesses, which is where we place almost all
of our people—most of our people go to work in the small busi-
nesses—they just do not really want to be bothered with what they
call the government redtape, whether or not it is valid or invalid.
That is not a judgment that we should subject them to.

They do not want to be involved with redtape. They just plain
want people to go to work, and they sometimes find that it is not
only good work, but it is a civic responsibility.

Mr. HAYWORTH. So, really, from your perspective, are you telling
us that there is no real need to try and provide incentives to small
business, based on your experience, or what should we provide?

Mr. TENNEY. Well, it is almost heresy for me to sit in this kind
of meeting and say that, but what the heck I will be out of here
probably soon anyway, so—yes, I would say, I think it certainly
would help us. But I do not think that it is, from my own personal
experience, I have not found that it is that important.

Mr. HAYWORTH. But the key is, if incentives are provided, that
they should be as redtape free as possible.

Mr. TENNEY. As redtape free as possible, but incentives probably
would be better used going to the employees as opposed to the em-
ployers. They seem to be the people that I think would most wel-
come it.

Mr. HAYWORTH. Fred, thank you for your candor and your testi-
mony, and thank you, Mr. Chairman.

Chairman BUNNING. If the panel would sit back and relax, we
have one vote, and we will go over and vote. The Subcommittee will
recess until we return to finish our testimony. Thank you.

[Recess.]

Chairman BUNNING. The Subcommittee will come to order. If the
panel would take their seats, we will try to complete this as expedi-
tiously as possible, without being too quick.

First of all, I want to thank the panel for staying, and I would
like to ask Dr. Hessellund some questions. You recommended pro-
viding SSA recipients with an informed choice of prequalified pri-
vate and public rehabilitation professionals.

What criteria should be used, and how should rehabilitation pro-
fessionals prequalify for a return to work program?

Mr. HESSELLUND. There are certain standards in the industry at
this point, in terms of certification, certified rehabilitation coun-



200

selor, certified disability management specialist, and I will just give
you my own experience, that I have just—one of my other jobs is
director of vocational rehabilitation programs for a national case
management firm that specializes in catastrophic injuries.

The standards we set were certified rehabilitation counselor with
5 years experience in the field. Now, those are the standards that
we set for providing and having experience with catastrophic inju-
ries.

So I would say that the standards are, there is a general stand-
ard you could set, but also that you would be prequalified with par-
ticular experience with a particular field, or a particular type of
disability.

So I would say there are two standards. One, and this particular
experience was with catastrophic injuries. So I would say it is both
a level of education, of experience and certification, combined with
experience with a particular type of population or disability.

And that is with the person, the rehabilitation counselor who is
developing the vocational plan. There may be somebody else that
is part of that network, as Mr. Start mentioned earlier, that would
be providing the job placement services.

But that is where I would start and what I would recommend.

Chairman BUNNING. Would anybody on the panel like to make
comment?

Mr. Start.

Mr. START. The Return-to-Work Group, in looking at this issue
recommended that the individual that functions as a case manager
within a network be a certified individual or an individual with the
kind of prequalified experience that he just spoke to, but that we
not require all of the individuals that work with folks have fancy
certifications, because we would overburden it, and it would limit
choice.

A lot of people would like to go with folks that may not be cer-
tified or have degrees to provide placement services followup and
further case management.

Chairman BUNNING. Anyone else?

Ms. GENNARO. For community rehabilitation programs, there are
certifications out there. Right now the name escapes me. But I also
know that local offices of MRDD services and mental health serv-
ices also provide certifications, and programs are also known to the
State VR agency.

So there are systems in place already to assure quality.

Chairman BUNNING. Anyone else?

Mr. Tenney.

Mr. TENNEY. Yes. I would suggest that we really would not want
to require certification on all level of provision of services. That is
a good way to exclude a lot of people from the process, and to in-
clude those people who are already in possession.

So I think that in helping to develop the RTW proposal, we felt
that if, indeed, we could do case management certification and then
have the experience factor weigh heavily on the other disciplines,
then we would do just fine.

Inasmuch as it is a prescriptive program, and inasmuch as it is
a performance-based program, you still are not paying for anything
you are not getting.
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Chairman BUNNING. Mr. Start, I would like to ask you a couple
of questions. You mentioned that in order for private providers to
participate in a return to work program they would need substan-
tial amounts of capital.

Several witnesses said yesterday that providers, even small pro-
viders, do not need up front capital to serve SSA recipients since
an open market system would create innovative funding opportuni-
ties.

What are your views on this issue, and how do we insure that
providers won't just produce milestones and not trust fund savings?

Mr. StART. Well, that is quite a question. I do not know where
the witnesses yesterday got their information that providers could
come up with money to fund, for example, the Berkowitz model, the
model that is based strictly off of savings.

I have helped start six businesses myself, and I can tell you for
sure that you cannot take that proposal to the bank. There is no
way. There is no experience base whatsoever. There is no industry
history, knowledge.

You cannot even take it to a venture capitalist. I mean, they ex-
pect literally 1,000 percent return over a 5-year period, is what the
venture capital guys want.

So I do not know where that comes from. What I do know is that
in meeting with hundreds of providers across the country, present-
ing our proposal, in a variety of States, that many of them say they
could participate with a small level of milestone payment like we
have prescribed toward the front end.

In terms of making sure that you do not end up just buying mile-
stones, it is critical that those milestones be priced, frankly, below
cost, and the milestones that we have recommended are below cost.

People that try to just crank out milestones with that kind of a
performance-based system will go out of business. And keep in
mind that the primary thing here is an outcome-based model,
where the outcomes are reported to the customers.

Customers simply are not going to go to providers that do not
produce results. So somebody that tries to get by with just doing
evaluations, set up an evaluation mill or something like that. They
are going to go out of business in no time at all.

Chairman BUNNING. Did I understand your testimony, or was it
someone else, that it generally costs about $11,000 to rehabilitate
somebody and move them from the rolls, in the present situation?
Your milestone suggestion would be less costly?

Mr. START. Yes.

Chairman BUNNING. Give me that cost.

Mr. START. OK. The numbers I used, the historical numbers that
we had from Social Security research was that on average the
State vocational rehabilitation system is reimbursed about $10,000
to $12,000 for the people coming off of SGA.

That is not necessarily cost at placement. That is 1 year later,
and just for those that are successful. We used $2,700 total cost for
ours.

We have also indexed those numbers, though, against other pro-
grams such as the Job Training Partnership Act. I managed about
30 or 40 of those. Mr. Tenney has managed them for 20 years.
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And historical placement rates are, that is just getting somebody
a job. That is not keeping a job for 1 year, like getting people off
the rolls is, costs there run from a low now of about $3,000 to about
$7,500, or so.

It depends on the kind of training, the twist that they want to
put on it, how much education. But by any measure you used,
Projects with Industry has 20 years’ worth of data, in terms of
keeping people off the roll that long.

So I do not see how anybody could practically make any money
off of those kinds of milestones.

Chairman BUNNING. I want to tell you again that I will submit
questions to you also, in writing, in case I did not get to them
today.

The last question I want to ask the whole panel is that we have
heard much testimony about medical coverage, and what a barrier
that is to getting people to work, to return to work, if they are on
some type of disability.

And it was suggested, 5-year Medicare coverage for those that
are on disability right now. I would like to get all of your opinions.
What is necessary, or what do you think is necessary, for that dis-
incentive to be overcome, minimal.

In other words, if we write a bill, a new bill, what would be your
suggestion to put in as a minimal coverage so that this would not
be a barrier for people to go back to work, and they would be free
to get a job, and not fearful of losing a job, fearful of losing their
medical coverage.

So what reasonably can we expect, or what should we expect?
For anybody on the panel.

Mr. HALLIDAY. I think there are two essential criteria. One is the
availability, obviously, and the second is that you are paying for
the kind of services that people who go to work need. They are pre-
scription medication for the physical disability, and this is a par-
ticular problem in the Medicare system.

Look at what we cover under Medicaid, and figure out could we
cover—because when we have people covered under Medicaid, we
do not present this problem to a large extent. It’s people covered
under——

Chairman BUNNING. In other words, Medicaid, the system there
is a better system than Medicare because of the

Mr. HALLIDAY. Oh, yes. What it covered in terms of the nature—
particularly outpatient and community service. That is where——

Chairman BUNNING. What type of—how many years? What are
we looking at.

Mr. HALLIDAY. Well, the other I would look at is a combination
of trying—and some States I know have tried this—of allowing peo-
ple to go to work and continued Medicaid with a buy-in way that
the private insurance covers what the private insurance will cover,
and the Medicaid is only covering what the private insurance will
not cover.

I mean, to give you the classic example, most private insurers
today will set a limit on durable medical goods. If you use an elec-
tric wheel chair, it will cost $10,000 to $15,000.
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If $1,500 is the limit on that, there is no way, no matter what
coverage you have, that you are going to pay the difference of thou-
sands and thousand of dollars.

Chairman BUNNING. Well, but would not people generally have
durable equipment before they go to work?

Mr. HALLIDAY. Yes. But you are going to have to replace it.

Chairman BUNNING. Oh, eventually you will.

Mr. HALLIDAY. Yes.

Chairman BUNNING. And that availability ought to be there.

Mr. HALLIDAY. Right. That is what I am talking about.

Chairman BUNNING. Ms. Gennareo.

Ms. GENNARO. I would say that what you need to consider is
when the person can actually afford to buy in. So in terms of set-
ting a 1-year limit on that, I would be afraid that that would not
be sufficient, because as you have heard from the earlier panel, es-
pecially, some people will work to their potential and still not be
able to afford to buy into Medicaid or Medicare.

Chairman BUNNING. We could set a limit or a ceiling or a base
for earnings, and then anything that gets above that would be par-
tially responsible.

Ms. GENNARO. Yes. I think it makes sense to look to see when
the person can afford to buy their own coverage or buy into Medic-
aid or Medicare.

And also as Mr. Halliday said, consider what Medicare does not
cover, because many people have to try and figure out ways to get
Medicaid coverage, because the Medicare coverage is simply not
sufficient with, for instance, personal assistance care, and, as he
mentioned, prescription drugs.

So you have to make sure that the needs that they have to be
employed are met.

Chairman BUNNING. We do not want to have a disincentive, if we
are going to write a new bill.

Ms. GENNARO. Yes.

Mr. HESSELLUND. When you are sitting on a panel like this, you
want to give an answer, but I will say that that is more of a con-
sumer issue. All I know is that working with the folks and trying
to get them back to work that are on SSDI, this is one of the major
blocks, one of the major barriers.

Chairman BUNNING. So we are going to have to come up with a
solution whether we like it or not.

Mr. TENNEY. In Project Network, which is referenced often, we
talked about 1,300 people. Interestingly enough, the very first
question that they asked was not will I lose my check if I partici-
pate in this program. It is will I lose my medical insurance.

So it is essential from that standpoint, and what I would suggest
is that you have sort of a three—you could have a three tier sys-
tem. Either provide the insurance for them, or subsidize the insur-
ance, or allow them to purchase the insurance, depending on
maybe the level of income.

But at least have it be out there to be able to be purchased. Be-
cause if you put a time limit on it, what we have going on now out
there is an increasing number of contract employers.

And one of the big reasons for going with a contract employer if
you are in business is you do not have to provide insurance.
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So often they do not provide any insurance to these people. And
they contract with these disabled people to go to work for them, but
they do not have to pay them any insurance. Makes for a wonder-
ful system for them.

That is their main selling point that that they have, in contract-
ing. So either provide the insurance, or subsidize the insurance
through a similar approach to what you mentioned, either ramping
up to it, but at least, at the very minimum, allow them to purchase
reasonable medical insurance.

Chairman BUNNING. Mr. Start.

Mr. START. Yes. I concur with Mr. Tenney’s comments on that.
And those are in line with the Return-to-Work Group’s.

A couple of other thoughts on it. If employer insurance is avail-
able, people should be encouraged, or not reimbursed, I guess, or
allowed to extend their benefit coverage, if it is already there. So
there might be some test to that effect.

What we found in our Projects with Industry is that 50 percent
of the people that we place do get health insurance. Now, you need
to make sure it was adequate health insurance. But in many cases,
the employer insurance is more adequate in terms of drugs and
some other things than the Medicaid coverage.

And another thing, I think, that is absolutely critical is edu-
cation. There already is a provision in the law for extension. But
the regulations are complicated, and people do not readily explain
that. And I think the first panelist mentioned that earlier.

With a private sector, outcome-based model like we are talking
about, if you do not understand the medical benefit extension cov-
erage, and you cannot sell it to prospective customers, they are not
going to come to you.

And so I think this outcome-driven system that we are talking
about here for the providers is going to force providers to get edu-
cated about how those benefits work, how to make them available,
how to build them into people’s plans, or they are going to walk
across the street.

But that education component has been a problem that needs to
be solved as well.

Chairman BUNNING. Thank you. I want to thank the panel for
their input today. We really appreciate your traveling here and giv-
ing us the data that we need to eventually write a bill.

With that, the Subcommittee is adjourned.

[Whereupon, at 4:02 p.m. the hearing was adjourned.]

[Submissions for the record follow:]
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STATEMENT
of
The American Occupational Therapy Assoctation, Inc.

for

Hearing
on
BARRIERS PREVENTING SSDI RECIPIENTS FROM RETURNING TO WORK

July 23 and 24, 1997

before the
Committee on Ways and Means
Subcommittee on Social Security

The American Occupational Therapy Association (AOTA) commends the Social Security
Subcommittee of the Ways and Means Committee for holding hearings on the critical issues
which prevent individuals with disabilities from returning to work.

AOTA supports the Subcommittee’s efforts to encourage a review of current policies and
practices. AOTA stands ready to assist the Subcommittce in its efforts to improve
employment policies and enable all individuals to have the opportunity to work. AOTA
presents the following comments and testimony to inform the Subcommittee about the
potential role of occupational therapy in meeting the needs of injured workers and those with
other disabling conditions to cnable them to engage in the important human function of work.

AOQOTA acknowledges the many individual and policy barriers--health care, program funding
limits, policy restraints--that prevent people from achieving economic independence through
work there arc accepted and proven services which can assist these individuals to assess their
capabilities, to lcarn skills, and to achieve success in the work place.

Occupational therapy is one such service, Occupational therapy is reimbursed by both
Medicare and Medicaid when medically necessary and is also reimbursed by private health
insurance. It is also an important service in vocational programs such as those supported
under the Rehabilitation Act and state workers’ compensation programs. AOTA would
encourage the Subcommittee to not only address the policy barriers but also review the
funding and policies necessary to assure that individuals can have access to useful, proven
services such as occupational therapy.

What is occupational therapy?

Occupational therapy is a health and rehabilitation service reimbursed under Medicare,
Medicaid, health insurance policies, the Rehabilitation Act, workers™ compensation, and other
programs. It provides therapeutic interventions, such as work simulation and conditioning
activities, for the assessment and treatment of individuals with disabilities. Occupational
therapy can assist individuals whose ability to function in a competitive work environment
has been impaired by physical or emotional illness. injury or condition. 'I'eatment provided
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by occupational therapy practitioners includes the assessment of functional limitations and
capabilities to perform meaningful, productive work.

Occupational therapy therapists are health care professionals who are educated at the
bachelor's or master’s level: occupational therapy assistants have an associate degree in
occupational therapy. Practitioners are licensed or otherwise regulated in every state and
territory. Occupational therapy practitioners use their knowledge of the structure and function
of the human body, the effects of illness and injury, and the components of activity to achieve
recovery, to improve functioning and to increase their clients’ involvement in productive and
other activities.

Performance areas, performance components and performance contexts are the parameters of
occupational therapy’s domain of concern.

*Performance areas are broad categories of human activity that are typically part of
daily life. They are activities of daily living, work and other productive activities, and
play or leisure activities.

*Performance components are fundamental human abilities that--to varying degrees and
in differing combinations--are required for successful engagement in performance
areas. These components are sensorimotor, cognitive, psychosocial, and psychological.

sPerformance contests are situations or factors that influence an individual’s
engagement in desired and/or required performance areas.

Occupational therapy assessment involves examining performance area, performance
components, and performance contexts. Intervention may be directed toward elements of
performance areas (e.g., dressing, vocational options), performance components (e.g.,
endurance, problem solving, strength), or the environment.

Occupational therapy and work rehabilitation

These three elements of occupational therapy practice are key areas which must be addressed
if successful return to work is to be achieved. For example:

An individual who is injured on the job may have the potential to return to
work and productive activities, which is a performance area. In order to
achieve the outcome of returning to work and productive activities, the
individual may need to address specific performance components, such as
strength, endurance, soft tissue integrity, time management, and the physical
features of performance contexts, like structures and objects in his or her
environment. The occupational therapy practitioner, in collaboration with the
individual and other members of the vocational team, uses planned
interventions to achieve the desired outcome. These interventions may include
activities such as strengthening exercises, body mechanics instruction, job site
modifications or psychological motivation enhancement.

Occupational therapy’s practice in work rehabilitation includes activities such as work
conditioning and work hardening. Work conditioning and hardening programs are conducted
by occupational therapy personnel to be individualized, work-oriented activity process that
involves a client in simulated or actual work tasks. In work hardening, these tasks are
structured and graded progressively to increase psychological, physical, and emotional
tolerance and also to improve endurance, general productivity and work feasibility. The
eventual goal of work hardening services is to improve the client’s occupational performance
skills to allow effective functioning in homebound, sheltered, modified or competitive work.

Evaluation and assessment are key components of work hardening. Consideration is given to
actual capabilities, as well as to the needs for practicing preventive measures, avoiding
abnormal physical or psychological stress patterns, being aware of and reducing
environmental hazards, increasing safety in performing work-related tasks, and effecting a
positive psychological adjustment to work.
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Occupational therapy practitioners, to effectively intervene to achieve work capability or
improvement, must be able to synthesize three major bodies of knowledge. These include:

sknowledge of neuromuscular characteristics of clients, including their limitations in
strength, range of motion, and endurance

sthe knowledge and skill to perform a complex task analysis of the job (e.g.. analyzing
whether the job to be performed by the client is repetitious, bilateral or unilateral, or
requires constant or intermittent concentration); and

*knowledge of the psychosocial aspects of work including the need for productivity,
recognition, self-confidence and achievement, and in psychopathological work
disturbances.

Occupational therapists are uniquely qualified through their training and perspective to
synthesize this knowledge for the design and implementation of work hardening programs and
other efforts to promote the move from public income support to productive work.

A successful return to work can be dependent on issues that an occupational therapy
practitioner is uniquely qualified to address such as:

Providing data concerning the individual’s physical and psychological tolerances that
are essential to appropriate fulfillment of the vocational planning process;

Providing analysis of tool or job site modifications, ergonomic modifications or use of
assistive technology to remove barriers to success in employment;

Development of appropriate work behaviors that will improve retention and reduce
recidivism;

Use of interventions to promote patient/client responsibility and self-management,
critical factors in successful work.

Improving Success Through Functional Evaluation and Supports

Functional Assessment (Capacity) Evaluation is intended to match the individual’s ability to
work based on their physical and functional capacities. It is used to evaluate and assess the
individual’s interests, abilities, and needs as they relate to employment potential and
limitations. Areas considered include job performance or work-related activities. As part of
an overall effort to target an individual toward a job or employment situation which will
result in a successful placement, the Functional Capacity Evaluation can provide critical
information about training potential and needs, alternative career possibilities, need for
reasonable accommodations, or possible ergonomic job modifications necessary to achieve a
successful return to the competitive job market. The Evaluation can objectively measure and
reflect the individual’s physical abilities and any impairment which limits the individual’s
functional capacities and better design an approach to return-to-work as appropriate to the
individuals current and future capacity.

Ensuring appropriate evaluation of individual potential and needs for support is critical to
suceess in return-to-work. Any effort to reform the system must include attention to
removing the barriers created by limited expectations, psychosocial difficulties resulting from
the adjustment to changed work capacity or ability, and lack of ingenuity if modifying work
to fit the individual. Occupational therapy practitioners play an important part in these
evaluations and in the implementation of the results. Programs to encourage return-to-work
must include a full approach from evaluvation to implementation of appropriate supports to
achieve success.

Occupational therapy is uniquely suited to participate in such evaluations and to assure that
the appropriate supports are provided to meet the identified needs. These practitioners’
perspective is unique. Their training and education includes the study of human growth,
development and performance with special emphasis on the social, emotional, and
physiological implications of illness, injury and disability. The use of this combination of
perspectives and knowledge can be instrumental in moving individuals from SSDI or other
programs of support to productive employment in the competitive market. Occupational
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therapists can contribute to both the evaluation of an individual’s capabilities and limitations
as well as in the adaptation of work and home environments to support achievement of
independence.

Conclusion

Occupational therapy can be an important component of a program to enable individuals to
return to work, tailoring rehabilitation, work training, job modifications and placement for the
individual.

Programs must be targeted, however, to address the variety and complexity of the physical,
emotional, intellectual and psychosocial issues which an individual faces in coping with
illness, injury or disability. Return-to-work efforts must recognize the complexity of issues
and barriers, both in policy and in individual circumstances. Adequate funding with
flexibility must be directed in this fashion if success is to be achieved not only for individuals
but for the nation’s policy goals.

The attached materials from AOTA provide background on the various roles and functions of
occupational therapy in a complete return to work program.

Attachments:
Occupational Therapy Services in Industrial Rehabilitation Programs
Statement: Occupational Therapy in Work Practice
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Fucts About Occupational Therapy

Occupational Therapy Services
In Work Specific Industrial
Rehabilitation Programs

WOrk specific industrial rehabilitation programs
are comprehensive, outcome-oriented programs
focused on functional restoration and return to work.
Industrial rehabilitation programs use real or simulat-
ed activities as the principal means of treatment to
minimize risk and promote optimal work capability of
the individuals served.

Who will benefit from work specific industrial

rehabififation?

s Injured workers return more quickly and safely to
employment with a clear knowledge of their capa-
bilities for the job.

Employers receive assurance that the employee is
physically competent to perform essential functions
of the job and ready to return to work. The employer
will also realize a decrease in lost work days, lost
productivity, and worker's compensation costs.

Insurance carriers receive rapid case resolution
and a decrease in the administrative costs of case
management.

Rehabilitation counselors gain a clear picture of the
worker's physical capacities, which aids in focused
program planning and expanded job options.

Who should be referred for work specific industrial

rehabilitation?

¢ |ndividuals whose physical and behavioral toler-
ances do not allow return to a former position at
full work performance.

¢ [ndividuals whose physical and behavioral limita-
tions require modification and/or reasonable

From The Ame
PO Box 31220, Bethesda, MD 20824-1220

accommodation to return to the same job class or
industry.

Individuals who seek to re-enter the job market but
require assistance in overcoming physical and
behavioral barriers.

Individuals who need to document their physical
capabilities to perform specific job demands.

What are the goals of work specific indusirial rehabili-
fation?

To insure a smooth, rapid, and safe transition into
the work force by addressing physical and behav-
ioral which limit the workers ability to function

To develop physical tolerance for work, including
flexibility. strength, and endurance.

To develop safe worker habits, such as correct sit-
ting and standing postures, and safe lifting prac-
tices.

To develop and reinforce appropriate work behav-
iors, such as punctuality and good relationships
with coworkers and supervisors.

To provide data concering a worker’s physical and
psychological tolerances that are essential to the
return to work.

To provide a testing ground to determine if too! or
job site modifications or assistive technology will
remove barriers to work return,

To develop and address the psychosocial issues
such as coping with disability or loss of function

can Occupational Therapy Association, Inc.

301-652-A0TA {2682) Fax: 30i-652-771 1
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Fucts Abgcut Qwupatizne! Therapy

Where is work specific industrial rehabilitation
provided?

« At community leased O.P. clinics

e At freestanding rehabilitation centers/hospitals
¢ At hospital outpatient departments

¢ At companies/industry

s At occupational health facilities

* At health clubs.

Who pays for work specific industrial rehabilitation?
* Workers’ compensation insurance plans

» Self-insured employers

e Individual insurance plans

* State and/or local agencies

LTy
» Individuals

What specialized education and experience do

occupational therapy pradifioners bring fo work
specific industrial rehabiliration?

Qccupational therapists hold bachelor's or masters
degrees, and occupational therapy assistants have
associate degrees. Occupational therapy education
includes the study of human growth and develop-
ment, with specific emphasis on the social, emo-
tional, and physiological implications of iliness and
injury.

Occupational therapy practitioners are also skilled
in developing and guiding a job-specific program of
graded activity for the worker, job task analysis, and
job station and t- . modification, and in identifying
and remediating cenaviors inappropriate to the
work environment.

Occupational therapy practitioners must complete
supervised clinical intemships in a variety of health
care settings and are required to pass a national
certification examination. Many states also require
licensure for occupational therapy practitioners

Revised I994;

From The American Occupational Therapy Association, Inc.

PO Box 31220, Bethesda, MD 20824-1220

301-652-A0TA (2682) Fax: 301-652-7711
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$5 Members/$8 Nonmembers

Health Professional Information Sheets
(Revised 1994)

These reproducible masters offer effective and inexpensive resources for
informing health professional audiences about the services and benefits
provided by occupational therapy.

Helpful Hints:

* Add a local contact name, address and telephone number to each sheet before duplicating.
This could be a private practice, health care facility or state association.

* Use colored paper for duplicating. Stick to light shades for readability.
s Use all or part of the copy to produce your own fact sheets and brochures.*

Titles

Occupational Therapy in Acute Psychiatric Admissions
Occupational Therapy and Adaptive Equipment
Occupational Therapy and Aduilt Day Care

Occupational Therapy and the Americans with Disabilities Act
Occupational Therapy for Children in School Settings
Occupational Therapy and Community Mental Health
Occupational Therapy for Depressive Disorders
Occupational Therapy for Developmental Disabilities
Occupational Therapy in Early Intervention

Occupational Therapy for the  Eiderly

Occupational Therapy and Hospice Care

Occupational Therapy in Industrial Rehabilitation Programs
Occupational Therapy for Infants and Children
Occupational Therapy for Learning Disabilities
Occupational Therapy in Long-Term Care

Occupational Therapy and Long-Term Care in Mental Health
Occupational Therapy and Medicare Coverage
Occupational Therapy in Mental Health

Occupational Therapy in Neonatal Intensive Care
Occupational Therapy for the  Psychogeriatric Patient
Occupational Therapy in Work Specific Industrial Rehabilitation

For a booklet of fact sheets for informing consumer audiences, contact AOTA Products.

* This permission does not apply to materials produced for sale.

The American Qccupational Therapy Association, Inc.
An PO Box 31220, Bethesda, MD 20824-1220
e ——— W S— 301-652-A0TA (2682) 301-652-7711 FAX
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Statement: Occupational Therapy
Services in Work Practice

he American Occupational Therapy Asscciation,

Inc. (AOTA), asserts that registered occupational

therapists and certified occupational therapy assis-
tants play an important role in promoting optimal levels
of work performance for all individuals. The historical and
philosophical basis of occupational therapy has long sup-
ported the use of work as an evaluation and treatment
medium leading to productive employment or produc-
tive work. Work represents 2 major human performance
area that encompasses life roles such as homemaker,
employee, volunteer, student, or hobbyist. Home man-
agement, caregiving, educational and vocational activi-
ties, and retirement planning are all productive functions
that can be described as work. To the occupational ther-
apy practitioner, any activity that contributes to the goods
and services of a society, whether paid or unpaid, is con-
sidered a work activity. Engaging in work is a productive
activity and a medium and goal of occupational therapy.

The acquisition and sustenance of work skills and
work behaviors is a developmental process that begins in
childhood and continues through adolescence, adult-
hood, and old age. Thus, occupational therapists provide
preventive, evaluative, remediative, restorative, and com-
pensatory services that are designed to improve the func-
tional work status of individuals in all age groups. Occu-
pational therapy practitioners provide work-related
services in many settings, including, but not limited 1o,
acute care and rehabilitation facilities, industrial and of-
fice environments, work-evaluation and work-hardening
programs, sheltered work programs, school-to-work
transition programs, psychiatric treatment centers, pro-
grams for the elderly, educational systems, and home
environments.

Work-related disabilities that affect job performance
can arise from physical, cognitive, perceptual, psychologi-
cal, social, or developmental dysfunction. The compre-
hensive educational background of the occupational ther-
apy practitioner in the biological and behavioral sciences,
including knowledge of psychosocial, neurological, cog-
nitive, perceprual, and motor function (e.g., kinesiology
and biomechanics); developmental theories; and the
components of human performance enables them to
make a unique contribution to the provision of services
for the prevention or management of work-related dis-
ability. Through skilled observation and formal assess-
ment of both the individua! and the human performance
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requirements of the work environment, the occupational
therapist can identify the individual's interests, abiliti
and needs as thev relate to job performance or work-
related activities.

Occupational therapists conduct a comprehensive

~analysis of an individual's work-related strengths and limi-

tations. From these data, the occupational therapist, of-
ten in collaboration with other members of the health
care team, develops intervention strategies o enable
the individual to explore work options. make occupation-
al or vocational decisions, and obtain and maintain
employment.

The Americans With Disabilities Act of 1990 (Public
Law 101-336) provides civil rights protection to individ-
uals with disabilities. AOTA supports these rights through
advocacy for the individual and consultation in the areas
of employment, public accommodation, transportation,
government services, and telecommunications (AOTA,
1991). Therefore, in the belief that involvement in pur-
poseful occupation promotes maximum performance in
or adaptation to the work environment, occupational
therapy practitioners facilitate the transition of workers
and potential workers from their current environment to
the workplace. To achieve the goals of occupational ther-
apy in work disability prevention and management pro-
grams, the occupational therapist will
. Obtain a comprehensive history of the individual's oc-

cupational performance related to activities of daily
living, work, and play/leisure, and identify the individ-
ual's work-related behaviors, interests, abilities,
needs, and goals.

. Assess the sensorimotor, cognitive, and psychological
skills and deficits of the worker and potential worker
while considering his or her future goals.

3. Analyze resources, constraints, demands, and expecia-
tions in the home, school, work site, or community
environment of the worker or porential worker to fa-
cilitate progress toward identified goals.

The occupational therapist, in collaburation with the oc-

cupational therapy assistant, will

1. Plan and implement an intervention program to assist
the worker or potential worker 1o achieve maximum
function in the area of work performance (e.g., acyuire
appropriate work skills, assume and maintain a work
role).

2. Coordinate occupational therapy services with all of

—_

~
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the other services being provided to the worker or
potential worker.

3. Document and communicate the intervention and
progress of the worker or potential worker.

. Participate in the placement of the worker or potential
worker.

. Provide recommendations about the job with respect
to reasonable accommodation, essential functions,
and adaptations.

With each intervention, the occupational therapy practi-

tioner considers a person’s age, interests, values, culture,

skills and abilities, physiological and psychosocial status,
motivation for change, available resources, and inherent
cole and task demands. Intervention strategies might in-
clude direct services and consultation in the following:

1. Education and instruction in injury prevention, safety,
proper body mechanics, postural awareness, pain
management strategies, exercise, joint protection, and
Symptom awareness.

. Job-site evaluation, including 2 description of the es-
sential functions of the job and needed modifications.

. Education about and discussion of retum-to-work is-
sues and incentives to return to work and retain
employment.

. Activities to increase and improve general work behav-
ior and skills.

. Development of work-related activities that can be

progressively graded to allow the worker to eventually

perform simulated or actual work tasks that are the
essenual functions of his or her actual or anticipated
job.

On-the-job training and evaluation.

Supported employment placement developed

through the use of job-site analysis and a job coach.
The following case study examples illustrate ways in

which occupational therapy practitioners assist persons
with work-related performance deficits. These case stud-
ies are not intended to be an inclusive representation of
all the ways in which occupational therapy practitioners
provide service in the work arena.
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Case Study 1

A carpenter with a work-related back injury enters 2 work
hardening program 6 months after his injury. Due to
continued restricted activity, this man is unable to safely
perform the physical tasks required in his job. A physical
capacity assessment, which includes testing range of mo-
tion, strength, sensation, and function in productive work
tasks, is carried out. The occupational therapist observes
and assesses this worker using a variety of standardized
tests and actual and related simulation activities to identi-
fy the nature of his physical limitations and the appropri-
areness of his behavior in conjunction with his medical
history. An analysis of the job is performed to identify the

The J Journal of O« { Therapy

critical physical demands. essential functions. and psy-
chological factors associated with the job and to investi-
gate reasonable job accommodations. The occupational
therapist then develops a work-hardening program in
which the worker is assigned graded tasks that simulate
or replicate his job in conjunction with conditioning ac-
tivities to improve strength and endurance. The occupa-
tional therapy assistant monitors him while work de-
mands are gradually increased until he is abie to safely
perform tasks that closely approximate the essential func-
tions of his job during a typical workday, Education in
proper body mechanics and lifting techniques is incorpo-
rated into the program. The occupational therapist devel-
ops a plan to address work behaviors and attitudes to deal
with return-to-work issues. The worker subsequently re-

‘wurns to work.

Case Study 2

A local industry, which has noted an increased incidence
of back injuries and cumulative trauma disorders among
their employees involved in material handling, contacts a
rehabilitation facility to develop an injury-prevention pro-
gram. The occupational therapist is consulted to devetop
a program that addresses these issues. The process be-
gins with a work-site evaluation that includes an analysis
of essential functions of the job, observation of employ-
ees performing their job duties, interviews with work
supervisors, and a review of injury reports and the com-
pany’s Occupational Safety and Health Administration log
to identify other variables contributing 1o the increased
incidence. The occupational therapist develops an em-
ployee education and supervisor training program for
presentation to the organization’s management. This
program recommends strategies including proper body
mechanics, job-site warm-up exercises, postural aware-
ness, reasonable accommodation, job modification or er-
gonomic redesign, supportive devices, return-to-work
consultation for injured workers, and other injury-
prevention techniques.

Case Study 3

A woman with a developmental disability has just begun
working part time at a local grocery store. Her ability to
systematically straighten and clean shelves is limited and
inconsistent. The occupational therapist develops a self-
monitoring and reinforcement program to increase the
woman's work performance.

Case Study 4

A man who sustained a brain injury is participating in a
treatment program for persons with traumatical brain
injuries. Prior to the accident, the man was an auto mc-
chanic. The rehabilitation team, including the occupa-

1087
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tional therapist. has determined that the man can poten-
rially return to an employment position in a small
engine-repair shop. Following an evaluation. the occupa-
tional therapist derermines that the man has difficulry
with his short-term memory as well as with learning new
tasks and controlling his frustrations. The occupational
therapist designs a program that includes simulated and
actual mechanical repair, a notebook recording sysiem to
assist with his short-term memory problems, and a variery
of work and leisure activities to increase his frustration
tolerance.

Case Study 5

An adolescent with 2 Jearning disability is enrolled in a
Iocal school district’s special education program. The oc-
cupational therapist and vocational educator work col-
laboratively to develop a work-study opportunity at a local
restaurant. The student works at the restaurant as a dish-
washer and as a prep cook. The occupational therapist
sets up a job chart to cue the student to comptete tasks in
an efficient manner. The occupational therapy assistant
also coaches the work-site supervisor in ways to train
the student, using primarily demonstration followed by
practice.

Case Study 6

A woman is a client of an inpatient psychiatric facility. She
has been hospitalized several times and has been gainful-
ly employed only once during the past S years. Although
she has had difficulty getting along with co-workers and
supervisors in the past, she expresses a strong desire 10
work and a willingness to return to school to improve her
clerical skills. The occupational therapy practitioner de-
velops a program to allow her to examine and improve
her interpersonal skills as well as practice some clerical
activities. The occupational therapy practitioner arranges
for the client to be referred to the local vocational school
for wutoring after discharge. Additionally, the occupation-
al therapy practitioner facilitates a part-time work-study
placement with a job coach for the client in a clerical
setting. Ongoing counseling is negotiated with the local
community mental health program.

Case Study 7

A male client who was in an inpatient and later in a partial
hospitalization psychiatric program has been hospital-
ized muliple times for substance abuse and depression.

1088

He is a trained electeician but was fired from an clectron-
ics job 4 vears ago. Since that time. he has worked as
either a janitor or a night security guard and has held nine
different jobs with scattered periods of unemplovment.
The occupational therapist takes an extensive work histo-
rvand identifies an absence of leisure activities. a lack of a
daily routine, extensive drinking. and an erosion of work
habits. Now sober, the man states that he wants to work
as an electrician. He participates in leisure counseling and
interpersonal skills training while in the hospital. During
this time, the occupational therapy practitioner engages
him in a variety of tasks and activities designed to help
him realistically identify his strengths and weaknesses as
they pertain to work. Upon transfer to the partial hospi-
talization program, he is enrolled in a work-adjustment
and on-the-job training program where he is able to work
in a3 mainienance department doing a range of tasks,
including some electrical work. He works closely with his
occupational therapy practitioner to identify ways to man-
age stress and anxiety at work while experiencing the
demands of a real job. He works in a similar job after
discharge and begins taking an electronics course to up-
date his knowledge in this area.

Summary

QOccupational therapy practitioners focus on the individ-
ual's ability 1o participate in productive occupations
throughout their life span. Through prevention, assess-
ment, and intervention strategies, occupational therapy
practitioners often collaborate with other members of the
health care team and assist persons to optimize their
ability to engage in purposeful occupation while facilitat-
ing a safe and successful entry into or return 1o work. a
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August 4, 1997

The Honorable Jim Bunning

Chair, Social Security Subcommittee
B-316 Rayburn House Office Building
Washington, D.C. 20015

Dear Chairman Bunning:

As Chair of the Social Security Subcommitee, your have the rare opportunity to provide
leadership in not only amending but also to recreating a social program the currently has a
profound impact on the lives of millions of people with disabilities in this country. APSE
commends you for your broad and welcoming reach into the community for answers and
information on which to base your decisions on the reform of the Social Security disability
program. On behalf of the 4000 members of APSE we wish to share recommendations which we
have carefully structured to ensure equity and protections in the reform process for individuals
with the most severe disabilities in this country. We respectfully request that the following
comments be included in the record of the Subcommittee hearings on July 23 and 24 on Barriers
Preventing Social Security Disability Recipients from Returning to Work.

APSE is a national organization committed to paid integrated employment for people with
disabilities. We are a young organization, created in response to the growth nationwide of
supported employment -- a collaborative model of job development and training which has
opened labor market doors in most cases for the first time to individuals with intense personal and
work support needs. Our members are key players in successful community employment --
supported employment service providers, people with disabilities, family members and employers.
APSE membership is rapidly expanding across the country -- a clear statement of the success and
popularity of the supported employment model.

In July of each year, APSE holds an annual conference on state of the art employment practices
for individuals with significant support needs in the workplace. Social Security reform was a hot
topic among our attendees this year. In fact, from the week of intense information sharing among
more than 1200 supported employment advocates present at the conference, it is clear the issues
before your Subcommitee regarding Social Security reform are crucial to the lives of individuals
in supported employment. Certainly, supported employees are among those found on the rolls of
SSIand/or SSDL As an organization, APSE has a significant interest in the proceedings before

1627 Monument Avenue * Richmond Virginia 23220 « 804 278 9187 - fax 804 278 9377
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your Subcommittee on Social Security reform.

Time constraints prevented us from more actively participating in these issues during July. APSE
is a member of the Consortium for Citizens with Disabilities Vocational Work Group that
presented testimony during the hearing. However, we were unable to reveiw and support the
testimony prior to the date that it was presented. We are supportive of the document and would
like to be added to the list of organizations supporting the statement. In addition, APSE has a
number of comments, that either expand on or add to the CCD document. We welcome this
opportunity to submit them for the Subcommittee hearing record.

Social Security reform legislation must encompass a level playing field and be free from
discrimination based on level of disability. Reform legislation must be broad and
inclusive -- with work incentives that are available to all SSI/SSDI beneficiaries. For
example, a “ticket” or “voucher” for services that is limited to individuals who meet
specific standards such as “SGA for nine months” will exclude a large number of
individuals who can and should become gainfully employed if provided appropriate
supports. As has been pointed out in other testimony, most providers will not be able to
afford the up front expense of these supports nor can they wait for the longer period of
time that it will take for the support system to be put in place before receiving payment for
their services. Too many people will be left with a meaningless ticket under such a
proposal. As an alternative, we have cutlined several recommendations, including a
combination of the following: (1) meaningful and accountable benchmarks for voucher
payments; (2) emphasis on collaboration from various funding streams leading to
integrated employment (Medicaid, VR, school-to-work, education, state and local dollars,
etc.); and (3) provider payments based on partial savings to the system when an
individual’s SSA benefits are reduced but not eliminated.

The concept of “feasibility for employment” or “employability’ must not become a part
of this reform legisiation. Opportunities for employment for people with severe disabilities
is changing rapidly. Programs of evaluation, such as one presented during the hearings in
July that would predetermine an individual’s ability to work based on a multiple-step test,
would lock us into a time that is in the past. The reality now is that people are working --
in spite of preconceived determinations that they cannot. If given a chance and sufficient
support individuals still considered by many to be only candidates for sheltered
employment or adult day activity centers are really successful in the labor market!!!
Rather than bureaucratic evaluations that lock people into categories, APSE recommends
that the reform legislation remain flexible on the issue of who can and cannot work,
leaving these determinations to the individual and the provider of the services.

Access to medical care is fal. Tt has been well documented and widely accepted
that access to health care is a major consideration for individuals with disabilities as they
seek employment options. Medical Buy-in is essential to the employment success of
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individuals currently supported by SSI and SSDI. We are pleased to see this issue
included in the discussions of Social Security Work Reform and strongly endorse
effective sliding scale medical buy-in opportunities for individuals who are removed from
the SSA roles due to increased income.

L] A gradual decline in SSA subsidies is an important incentive for people with challenging
disabilities to risk employment. APSE strongly endorses this principle. However, we
have concerns and recommendations which differ slightly from those discussed by most
other organizations. First, instead of waiting until the individual is completely off the
Social Security rolls, we strongly recommend that the work incentives become available
once the system begins to realize a savings. Under a gradual declining subsidy, this would
be when the decline kicks in. However, for this approach to work, adjustments are
needed to most current proposals to ensure equal access to the reform initiatives. The
proposed mark of $500 for incentives will not work for many individuals whose SSDI
eligibility is based on a childhood disability and who have no previous work history, or for
others who become severely disabled as adults. They will need more time and resources
than most providers can afford to carry alone in order to reach the $500 mark and, thus,
savings to the system. The reality is that these individuals would not benefit from the
reform initiatives -- nor will they be likely to leave the SSA rolls -- if they have to first
earn $500. To address this concern, we suggest access o an earlier and slower decline.
The formula must be carefully designed to ensure protection to the individual who would
be giving up their right to the $500 earned benefit. We wish to work with you to further
develop this proposal, seeking numbers that are in the best interest of the individual and
SSA. We do believe the right formula will provide the opportunity for SSA to begin to
save earlier and for the individual to realize the full benefit of the reform initiatives.

n Provider incentives are equally important. A provider who successfully facilitates
employment for individuals receiving SSI/SSDI cash subsidies is helping to generate
subsequent savings to the SSDI trust fund and SSI general fund expenditures. APSE
supports the premise that allowing providers to share in the savings they generated will
be an incentive for more successful placements. If provided in concert with the APSE
decline recommendation above, we believe this to be an initiative that will attract more
providers across the disability spectrum, allow individuals who are likely to be excluded
from the earlier proposals equal access to work reform, and result in more savings to SSA.

= Disability status should not change due to employment. APSE supports the proposals for
a permanent disability status for individuals who continue to have a disability as they
return to work. Eligibility for this status should not tied to income. Individuals should be
able to go to work secure in the knowledge that the SSA safety net is there should they
need it.

u Collaborative funding of up-front costs would increase provider incentives. For the
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reform initiative to work for individuals with more intensive employment support

needs, providers must have access to outside financial assistance. Few providers can
afford to take the risk of these supports on their own due to small budgets. If successful,
the work of the provider will result in a savings to SSA. Since most individuals with
intensive needs are already supported by the collaborative efforts of a number of local,
state and federal agencies, APSE recommends the SSA work reform legislation encourage
utilization of collaborative interagency efforts to fund the up-front costs. A strategy should
be developed for equitable sharing in the incentive payments.

u The PASS program holds much promise as an employment tool for individuals with
niore intensive employment support needs. APSE recommends that the PASS program
continue to be aggressively supported and strengthened as part of the array of support
tools available to facilitate the path to self sufficiency.

= An Employment Consultant Initiative would make it easier for individuals to utilize the
reform initiatives effectively. We have outlined proposals above that are designed to
extend the work reform opportunities to individuals with more significant employment
support needs. To facilitate the success of this program, APSE proposes a new authority
to develop and support a system of employment facilitators across the country. This
would be similar to the current system of Project Network facilitators. Our proposal is for
a facilitator in each SSA region. The facilitator would be available to work with SSA
beneficiaries seeking employment and referred through the SSA eligibility determination
process. Assisting individuals in choice, self-determination and individual responsibility for
self-sufficiency, the consultant would work in a collaborative model, facilitating
cooperation among the various supports available (VR, MR/DD, housing, transportation,
families, employers, others in the community, etc). The assistance would be available to
any SSI/SSDI customer, with special emphasis on individuals who needs greater
assistance in working through the system. With an awareness and concentration on choice
and self-determination, the facilitator would assist both the individuals and the systems
who support them to securely and responsibly proceed through the employment system.

Funding: This model builds on the success of Project Network, taking the demonstration
success to the next step of permanency in each region. Our proposal is initially for one
individual in each region funded through SSA Administrative funds. The actual placement
of that individual would be determined on a location by location basis, depending on the
area (SSA regional office, Career Center, VR, MR/DD, etc) Our expectation is that this
individual will become a very busy person and growth will be dictated by success.
Expansion will be supported by some part of the trust fund/general fund savings. Thus,
just as the providers recreate their work through their portion of the subsidy savings, this
position within SSA would do likewise.

L Following the SSA Alternate Participant model, APSE proposes that SSA administer this
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program through a management contract with an outside entity. The Social Security
Administration has indicated that they do not currently have the capacity to manage a new
program with the magnitude of the Social Security Work Reform proposals. We endorse
the various recommendations that management be privatized. However, in supporting the
outside management concept, we ask the Subcommittee to revisit the management
provisions in the Return to Work legislation of the 104th Congress. We believe that

the multiple layers required in the legislation would result in confusion and bureaucratic
intimidation for consumers as well as providers. APSE strongly recommends that the
management be less prescriptive in law, leaving flexibility to SSA and the managing
agency to determine how best to implement the program.

L Research and training are important tools to successfid reform. The reform proposals
are charting new pathways for individuals with disabilities. Adequate resources should be
dedicated to research and training to ensure a strong infrastructure for these new
programs. that the new system remains dynamic and responsive to the changing needs of
the customers. Solid research, demonsiration and training programs should be in place to
identify the changing needs of the SSA customers and ensuring a system dynamic enough
to be respsonsive to those needs. For example, with the proper array of individualized
supports and services, a disability - no matter how severe - should not be a permanent
impediment to employment! Effective SSA research, demonstration and training
programs can effectively deliver and demonstrate this message. APSE urges the
Subcommittee to remember the importance of this research and training in building a new
Social Security infrastructure.

For further information or clarification, please do not hesitate to contact me at 703-683-1166
(telephone and fax) or celanem@aol.com (e-mail).

Sincerely,

Lo lamer L Continde L

Celane M. McWhorter
Director of Public Policy



220

E———
COURAGE C E N T E R

July 21, 1997

The He bie Jim Bunning, Chai

Subcommittee on Social Security of the Committee on Ways and Means
United States House of Representatives

B-316 Raybumn House Office Building

‘Washington, D.C. 20515

Dear Congressman Bunning:

Thank you for the opportunity to provide 2 written statement to your committee on the issue of work
incentives for persons with disabilities. We understand that you will be introducing a revised version
of H.R. 4230, but are unclear what changes are being made. We commend you and your committee
for tackling this very complicated problem, but fear that passing a bill similar to the old H.R. 4230
could be counter-productive if the concerns outlined in Attachment 1 are not addressed. We would
hate to see a situation where Congress feels that it has addressed the issue of work incentives by

3915 Golden Valley Road . N . .

Gdde,."vje”y_ iﬂsgﬁgg passing this bill, and is then reluctant to take up other, more critical aspects of the problem.

612) 5880811 . . - o

(Fax (6312) 5200577 While people with disabilities face many obstacles to employment, the most critical issues are:

TIY (612) 520.0245 1. the need for continued access to Medicaid coverage for long term supports (such as personal

care assistance) that are not covered by Medi or employer health i and

2. the need for a more gradual phase-out of cash benefits as eamings increase.
These issues are described in the hed position of the Mi Consortium for Citizens
with Disabilities (Attachment 2).
We understand that Medicaid (Title XEX) issues are more typically addressed by the Commerce
Committee; however, the existing “1619B” program, which provides continued Medicaid access to
persons previously receiving SSI, falls under Title XVI of the Social Security Act, rather than Title
XIX. Presumably, a new “1619C” provision to allow comparable work incentives for persons on
SSDI would also fall under Title XVI. It, thus, seems appropriate for your committee to take up a
“1619C” provision, such as the proposal developed by Scott Lay from Oregon (Attachment 3).
A major concern with existing work incentives is that they are extremely complex and they treat people
on SSI differently than people who receive SSDI or other benefits. The goal of any new work incentive
legislation should be to simplify the system and to ensure more consistency between SSI and SSDL
People with disabilities in similar circumstances should have the same opportunities to work,
regardless of where they originally entered the Social Security system.
‘We would be happy to provide any additional information you might need. Thank you.
Sincerely,
Anita Boucher
Courage Center

Courage Center is a 3915 Golden Valley Road

{g{"“ﬂ“ﬂm{ml Golden Valley, MN 55422

e i g, (612) $20-0533 (612) 544-0315
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Attachment 1
RECOMMENDATIONS FROM MINNESOTA DISABILITY ADVOCATES

ANALYSIS OF H.R. 4230

Emphasis on consumer choice diverts attention from more significant barriers

e We strongly support a broad choice of vocational services providers to meet unique needs
of individuals with different disabilities, but lack of choice has not been a major obstacle in
Minnesota.

¢ Experiences with individual vocational rehabilitation (VR) counselors vary, but, on the
whole, they have been willing to refer to private providers of the consumer’s choosing.
Such referrals have been limited more by lack of funding for VR than by territorialism of
VR counselors.

e The lack of long term care supports (i.e., access to Medicaid) is a much more significant
barrier to employment than lack of choice.

o In pursuing a bill that significantly reduces the role of VR, we risk losing a major group of
supporters for work incentive legislation--i.e., the VR counselors themselves. We do not
want work incentive legislation to be bogged down by controversial, unrelated issues.

¢ Referms to promote greater efficiency and consumer focus in the VR system can
and are being addressed in the Reauthorization of the Rehabilitation Act already
passed by the House and currently being considered by the Senate.

Incentives for consumers are weak:
e While HR. 4230 provides strong incentives for private rehabilitation providers and for
employers, it does little to provide consumers incentives to go to work.

Access to Medicaid is needed, in addition to Medicare access

Medicare is primarily an acute care insurance benefit, If disabled individuals have employer-
based coverage, they would not necessarily need Medicare. However, if individuals are self-
employed or their employers do not offer health insurance, Medicare would be beneficial.

Many employed persons with disabilities must still rely on Medicaid because the ongoing
services they need are not covered by employer health insurance plans or even by Medicare.
Such benefits include, but are not limited to: personal care assistance; specialized equipment
and supplies; and comprehensive prescription drug coverage. The cost to purchase such
services privately is beyond the reach of most people -- even those who are employed full-
time. Thus, many people with disabilities must rely on Medicaid because it is the only way to
have their long term health care needs met.

CONCLUSION:

‘While H.R. 4230 has value, it could be counter-productive if Congress people believe
that, by passing H.R. 4230, they need not do anything further to overcome work
disincentives. The real issues for persons with disabilities are health care coverage for
long term care needs and a gradual phase-out of cash benefits as earnings increase.
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Adopted 6/9/97

MINNESOTA CONSORTIUM FOR CITIZENS WITH DISABILITIES
/o Arc Minnesota, Attn: Bob Brick, 3225 Lyndale Ave., South, Minneapolis, MIN 55408, (612) 827-5641

I_ MEANINGFUL WORK INCENTIVES FOR PERSONS WITH DISABILIT ]ESJ

THE PROBLEM:

Most people with disabilities are extremely capable and highly motivated to work. Advances in assistive
technology and the civil rights protections of the ADA have opened up many new opportunities for
employment. Nevertheless, many people with disabilities still cannot work because doing so causes them
to lose coverage for ongoing health care and other disability-related needs. To qualify for needed
benefits, people with disabilities have had to forego work and impoverish themselves. While several
work incentive mechanisms do exist, different provisions apply to persons in different programs, giving
some opportunities that others do not have. Specifically, the primary barriers to work are:

1. LACK OF HEALTH COVERAGE TO ADDRESS LONG TERM NEEDS:

Most work incentive proposals overlook the real issue for people with disabilities: health care coverage
for long term needs. Typical health plans (including employer coverage and the federal Medicare
program) cover only acute and primary health care services. They fail to address ongoing needs for
services, such as: personal care assistance, specialized equipment and supplies, comprehensive
prescrption drug coverage, and other long term supports. The cost to purchase such services privately is
beyond the reach of most people -- even those who are employed full-time. Thus, many people with
disabilities need continued Medicaid coverage because it is the only way to have their long term health
care needs met. While persons who previously received SSI can continue their Medicaid coverage under
the 16198 program, no similar provision exists for persons receiving on SSD! or other publicly-funded
benefits (such as veterans pensions). People with disabilities should be allowed to contribute toward
continued Medicaid coverage, based on ability to pay, instead of facing a “Sophie’s Choice”
between appropriate health care and employment.

2, ABRUPT LOSS OF CASH ASSISTANCE:

When working, the cost of living for people with disabilities increases as they face new expenses for
transportation, clothing and assistive devices. Some people with severe disabilities are unable to work
full time and/or have little work experience. As a result, their starting salaries may not be high enough to
support them without the cash supplement provided by programs such as SSDI and SSI. Iustead of
losing these benefits abruptly, they need a gradual phase-out of their SSDI or SSI, commensurate
with the gradual increase in their salary.

MEANINGFUL WORK INCENTIVES BENEFIT EVERYONE:

Although expanding work incentives would allow some people to continue receiving limited assistance
through public programs, taxpayers will uitimately benefit as many of these individuals’ acute and primary
health expenses are picked up by employer health insurance and they become taxpayers themselves.
Working will allow individuals with disabilities to reduce or eliminate their dependence on other public
programs such as Food Stamps and subsidized housing. Expanded work incentives are both ethically and
fiscally prudent.

MN CCD is a broad-based coalition of organizations of persons with disabilities, praviders, and advocates, dedicated
to improving the lives of persons with disabilities. We address public policy issues that affect people with disabilities
by collaborating with others, advocating, ed ing, infl ing change, and creating awareness for understanding.
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Attachment 3

A BILL

Proposal developed by Scott Lay, a disability advocate from Oregon

To amend title XVI of the Social Security Act to give persons with disabilities who lose
disability insurance benefits due to employment the opportunity to receive benefits under
section 1619,

Be it enacted by the Senate and House of Representatives of the United States of America
in Congress Assembled.

SECTION 1. ADDING ADDITIONAL POPULATION WHO MAY BECOME
ELIGIBLE FOR BENEFITS FOR INDIVIDUALS WHO PERFORM
SUBSTANTIAL GAINFUL ACTIVITY DESPITE SEVERE MEDICAL
IMPAIRMENT.

(a) IN GENERAL. - Section 1619 of the Social Security Act is amended -
(1) by inserting:

"(c)(1) Any individual who loses Title I section 223
benefits due solely to SGA performance shall be eligible
for benefits under (a) or (b) of this Section providing that
the Secretary determines under regulations that such
individual meets all other requirements of (a) or (b)
except for prior 1611 or 1619 eligibility.

(2) (A) Determinations made under paragraph (1)(D) shall
be based on information and data updated no less
frequently than annually.

(B) In determining an individual's eanings for purposes
of this subsection, there shall be excluded from such
earnings an amount equal to the sum of any amounts
which are or would be excluded under clauses (ii) and (iv)
of section 1612(b)(4)(B) (or under clauses (ii) and (iif) of

section 1612(b)(4)(A)) in determining his or her income.
(C) Determinations of eligibility for benefits under this
title may be made prior to the termination of Title II
benefits if such termination is expected (as with a
successful TWP) in order to provide immediate
transition.”

(2) by redesignating subparagraph (c) as subparagraph (d).

(3) by redesignating subparagraph (d) as subparagraph (e).

(b) CONFORMING AMENDMENTS. -
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CENTER FOR CAREER EVALUATIONS, INC.

WRITTEN TESTIMONY SUBMITTED REGARDING THE USE OF FUNCTIONAL
CAPACITY EVALUATIONS IN THE RETURN TO WORK PROCESS
Submitted by Thomas P. Yankowski, M.S., C.V.E.

The Center for Career Evaluations (CCE) is a comprehensive vocational rehabilitation
agency that assists people to return to work following an assessment of their functional
abilities. CCE serves a wide range of clients, including industrially injured workers,
disabled veterans, chronically unemployed individuals, and severely disabled individuals.
As a private, employee-owned rehabilitation agency, CCE has provided evaluation
services to more than 4,000 individuals in the past 12 years.

Regarding my own experience, | am Past President of the California Association of
Rehabilitation Protessionals and Western Regional Representative of the National
Vocational Evaluation and Work Adjustment Association. | am also currently Chairperson
of a Task Force that developed standards of practice for the use of Functional Capacity
Evaluations to assist doctors in the determination of permanent disability ratings for
industrially injured workers in Califomia. The Task Force was comprised of
representatives from the California Chapter of the American Physical Therapy
Association, the Occupational Therapy Association of California, and the California
Vocational Evaluation and Work Adjustment Association.

The cornerstone of CCE's Early Intervention Program is the Functional Capacity
Evaluation. A Functional Capacity Evaluation is a systematic, objective assessment of an
individual's current functional physical capacities on work-related tasks. It provides a
baseline of physical functioning in critical work performance areas as defined by the
Department of Labor, such as lifting, carrying, pushing, pulling, kneeling, stooping,
bending, gripping, climbing and dexterity. At CCE, a Functional Capacity Evaluation
consists of short-term, structured activities that measure critical work demands in a
controlled setting over a 4-hour time period. It is conducted under the direct supervision
of a qualified Work Capacity Specialist with a background in neuromuscular,
cardiovascular, and bio-mechanical functioning, as well as vocational evaluation (VEWAA
Standards, 1993).

In the past, CCE has provided Functional Capacity Evaluations to severely disabled
individuals for the purposes of eligibility determination, disability ratings, treatment
planning, job matching, and work restriction identification. In addition, CCE recently
participated in a pilot project with the Social Security Administration to field test applicants
to determine benefit eligibility. It should also be noted that the Social Security
Administration recommended the use of Functional Capacity Evaluations for disability
decision-making in its Re-Engineering Proposal (Plan for a New Disability Claim Process,
1994).

Five key issues emerge when determining an individual's work capacities in a Functional
Capacity Evaluation. First, there is an important distinction to be established between the
terms "medical impairment” and "vocational disability." The diagnosis of a medical
impairment by a physician does not define the impact of the injury upon the individual's
vocational alternatives. For example, a forklift driver with limited transferable skills who
sustains a foot injury would have a more severe vocational disability than an accounts
clerk with the same medical impairment. A Functional Capacity Evaluation is able to
define the impact of the injury upon vocaticnal options because the assessment is work-
related. Even if physicians outline medical restrictions, they (1) rarely functionally define
these limitations in terms of work and (2) rarely identify activities that the individual can
perform in terms of work. A Functional Capacity Evaluation can do both.

Second, the general work restrictions outlined by a doctor and used for a disability rating
procedure can often be misleading or incomplete. The classic example is the person who
is restricted to sedentary work by the doctor due to the walking or standing required on
a light level job. However, the person’s liting capacity might be in the light or megium
categories of physical demands as defined by the Department of Labor, which would

1330 BROADWAY, SUITE 936, OAKLAND, CA 94612 Phone 510-465-4111 FEax 510-465-9163
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greatly expand the number of vocational alternatives available. A Functional Capacity
Evaluation would specifically provide information about a person's lifting capacity under
a variety of conditions. A person with a shoulder injury may not be able to lift overhead,
but is able to lift 50 pounds to table height. Another person with a knee injury may not be
able to lift from the floor level, but is able to lift 20 pounds overhead from the table height.

Even if medical doctors have completed a Physical Capacity Evaluation form, their
opinions are not based upon actual performance testing unless a Functional Capacity
Evaluation was completed. A recent referral involved a rocfer who had sustained severe
burns to over 40 percent of his body when he fell down a flight of stairs onto a ficor
covered with hot tar. The treating physicians, who were burn specialists, listed his
restrictions as “"avoid exposure to chemical solvents and extremes in temperature.”
However, the doctors did not address his functional losses, particularly those related to
his hands which had undergone multiple skin graft operations. The Functional Capacity
Evaluation revealed the individual was more severely restricted. Additional functional
limitations were identified in the critical job demands of heavy lifting, fine manipulation,
ladder climbing, and forceful or repetitive gripping activities.

Third, a Functional Capacity Evaluation might be very helpful when the injured party
expresses subjective complaints not substantiated by objective findings. The person’s
perception of the disability frequently differs from actual performance exhibited during the
Functional Capacity Evaluation. It is critical for the Work Capacity Specialist to report only
the physical signs and symptoms revealed in the Functional Capacity Evaluation, as
"there is no truly reliable test for motivation" (Isernhagen, 1988). However, a Work
Capacity Specialist is able to identify consistency of effort through the variety and
reproduction of tests administered. The standardized testing procedures may also result
in "performance-based" substantiation of the injured party’s perception of their level of
impairment. The purpose of the assessment, therefore, is to accurately document the
individual’'s physical abifities as well as limitations.

Fourth, a Functional Capacity Evaluation provides an assessment of job modifications
which can be critical to the development of viable vocational alternatives. On one case,
a construction worker had a severe crush injury to his dominant right hand. He had limited
transferable skills, a minimal educational background, and low vocational interests except
construction work. During the Functional Capacity Evaluation, the injured party
demonstrated an ability to write legibly for an hour using a writing aid and an ability to
input data on a computer using a modified keyboard. As a result, the Work Capacity
Specialist recommended a vocational training program for him to become a construction
estimator with wages starting at $15 per hour. Using simple ergonomic aids and functional
work simulations, the future earning capacity of the injured worker was significantly
increased. With the advent of the Americans with Disabilities Act (ADA), it is imperative
that functional testing procedures address the issue of reasonable accommodations. For
severely disabled individuals in the Social Security program, the use of state-of-the-art
technology will be critical in order to provide the necessary job modifications equipment.

Finally, a Functional Capacity Evaluation can be used as a source of documentation to
refer an individual to Work Hardening or Work Conditioning programs. These programs
are often recommended by professionals in the rehabilitation field for persons with chronic
pain or emotional barriers to returning to work. They are highly structured, goal-oriented,
individualized traatment programs designed to maximize a person’s ability to return to
work. Work simulation and conditioning activities are increased on a graduated basis to
improve overall physical tolerances, stamina, productivity, and work behaviors (VEWAA
Standards, 1993).

The Functional Capacity Evaluation provides a baseline of physical functioning which
documents the rationale and recommended treatment plan for a Work Hardening/
Conditioning program. These programs may be particularly useful to recommend when
the injured party claims to be totally disabled, has been unemployed for an extended
period of time, or demonstrates an ability to improve work tolerances. On a recent case,
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the treating doctor set a 10 pound litting restriction for the injured party. Howsver, it was
the opinion of the Work Capacity Specialist that the individual could increase his lifting
tolerances to 20 pounds in the light category of work following a four-week Work
Hardening Program. Studies have shown a high return to work success rate following
completion of a Work Hardening Program, particularly if the subject was referred early in
the rehabilitation process (Beissner and Saunders, 1996).

In conclusion, the Functional Capacity Evaluation provides an accurate, functional
assessment from which to make a decision regarding the feasibility of the individual's
ability to perform the various levels of physical demands as defined by the Department
of Labor. The Functional Capacity Evaluations performed at CCE have assisted many
people to return to work, particularly if accompanied by a comprehensive Return to Work
Strategy and Early Intervention Referral Program.

Even though three out of every ten Social Security Disability beneficiaries are estimated
to be candidates for vocational rehabilitation, less than a half of one percent ever return
to work (General Accounting Office Report). These rates are unacceptable. The lack of
effort in the provision of rehabilitation services is a waste of human and monetary
resources that will eventually result in the bankruptcy of the Trust Fund. People with
disabilities deserve the opportunity to become fully independent members of society.
Vocational rehabilitation can be the stepping stone for these individuals, but only if the
door can first be opened. Functional Capacity Evaluations can provide such as a
"gatekeeping role" for disability determinations in Return to Work programs within the
Social Security Disability evaluation process. Standardized Functional Capacity
Evaluations will ensure consistent and equitable decisions, resulting in an increased
number of people who will be determined feasible for vocational rehabilitation, and
ultimately be able to retumn to substantial gainful employment. Rather than being an
obstacle for returning to work, Social Security Disability programs will act as a catalyst
for people with disabilities to enter the workforce. The benefits of such a "gatekeeping”
function far outweigh the costs.

Any anticipated legislation by Congress should, therefore, include the provision of
Functional Capacity Evaluations in order to ensure the most cost-effective delivery of
Return to Work services.

I thank you for the opportunity to present this testimony. If you have any questions or
need clarification, | would be willng to provide oral testimony or respond to any
correspondence.

Sincerely,

Thomas P. Yankowski, M.S., A.B.V.E.
President, Certified Vocational Evaluator

TY/r
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House Committee on Ways and Means
Subcommittee on Social Security
“Hearing on Barriers Preventing Social Security Disability Recipients from
Returning to Work”
July 23-24, 1997

Statement for the Record

by
Dr. Robert Rudney
Chairman, EXCEL! Networking Group, Inc.

Mr. Chairman and Members of the Subcommittee,

As Chairman of the EXCEL! Networking Group, an all-volunteer self-
help group of people with disabilities focusing in the employment area, I
commend the Subcommittee for sponsoring hearings July 23rd and 24th on
barriers preventing Social Security disability recipients from returning to
work.

Operating in the Washington, D.C. area since May 1993, EXCEL! seeks
to enhance the self-determination and advancement of people with
disabilities through its Career Mobilization Project of educational, training,
mentoring, and outreach programs. EXCEL! members work together to form
an active volunteer network with the goals of developing competitive
employment and professional opportunities, promoting education about
disability, reinforcing positive public attitudes about people with disabilities,
and contributing economically and socially to the community.

EXCELY's Career Mobilization Project is unique in that it empowers
people with disabilities by making them responsible for project design and
implementation. Through these empowerment programs, EXCEL! seeks to
overcome dependency and passivity traits that are all too evident among
people with disabilities operating within the vocational rehabilitation system.

I strongly endorse the Subcommittee’s commitment to helping Social
Security and Supplemental Security Income disability recipients to achieve
gainful employment and increased independence. A number of EXCEL!
members are SSDI or SSI recipients, and I know firsthand about the
quandaries they face in seeking employment. While efforts to increase the
level of SSDI/SSI client participation and choice are laudable, no real
transformation of the system can take place without addressing the issue of
sufficient medical coverage for those who leave the system.

I also share the Subcommittee’s concerns regarding the effectiveness of
the vocational rehabilitation system. EXCEL! members have grown frustrated
and disillusioned in dealing with both public and private rehabilitation
agencies. The incentives simply are not there to help clients find competitive
employment. People with disabilities themselves have to make public and
private agencies working in this field more responsive to their employment
needs. One way is to provide these agencies with a little healthy competition.
EXCEL! explicitly seeks to build bridges to employers and counseling
organizations existing outside the insular disability /rehabilitation
community -- out where 99 percent of the jobs are located. As a self-help
organization, EXCEL! encourages the qualities of initiative, responsibility,
enterprise, self-improvement, and teamwork - precisely those qualities that
employers are seeing among competitive job candidates.

As part of its Career Mobilization Project, EXCEL! holds monthly membership
meetings featuring discussions by leading authorities on employment and
career development issues, as well as interactive exercises to improve
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members’ work search skills and preparation. Over the past year, EXCEL! has
sponsored presentations by human resources professionals from Electronic
Data Systems, BDM International, the American Council on Education, and
the Association of American Medical Colleges (among others).

In terms of training, EXCEL! recently received a grant from the Virginia
Department of Rehabilitative Services to develop a pilot Design-Build
program integrating career counseling and computer training for
unemployed persons with disabilities. For each participant, this project seeks
to create a blueprint for success in the job search (the “Design” component),
bolstered by marketable and realistic computer skills acquired through the
training process (the “Build” component). EXCEL! is working with Morris
Associates (a leading Washington career counseling firm) and Patriot
Computer Group to implement the program this fall.

EXCELYs unique mentoring program in partnership with the
Washington Metro Chapter of the International Association of Career
Management Professionals (IACMP) is entering its second year. The program
provides one-on-one working relationships between volunteer IACMP
mentors and EXCEL! mentees who are undertaking a job search. IACMP
volunteers have also made EXCEL! workshop presenlalions on job search
resources and career skill assessments. At the April 1997 IACMP Annual
Conference in Washington, EXCEL! sponsored an expert panel session on
“Innovative Approaches to Counseling of People with Disabilities.”

EXCEL! also cooperates closely with Potomac KnowledgeWay, an
alliance of business and non-profit organizations seeking to increase access
and entrepreneurial opportunities on the Internet. An EXCEL! member is
presently developing an Internet inventory of local disability services with
“hot links” to relevant web sites. This fall, EXCEL! plans to work with
members on tapping into the growing employment resources on the Internet.

I recognize that many of the employment problems faced by people
with disabilities are motivational. To address these problems, EXCEL! and
DateAble, a disability social group, are co-sponsoring an “Investment in
Independence” workshop this September. This workshop, led by Lee Bussard
of the Pacific Institute in Seattle, is designed to help people with disabilitics
maximize their potential in how they live, how they work, and how they
play. Since 1985, Mr. Bussard (who was born with cerebral palsy) has been
teaching people with disabilities how to craft a life vision and how to succéd
in achieving that vision.

In sum, EXCEL! offers an operative model of a locally-based self-help
group run by and for people with disabilities that focuses on employment and
career development. EXCEL! seeks to provide its members with the practical
tools and strategies to find competitive employment, but with the realization
that they have to make the ultimate effort themselves. I urge the
Subcommittee to consider self-help strategies exemplified by EXCEL!'s
experience when it drafts legislation to encourage return to work by SSDI/SSI
recipients.
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BARRIERS PREVENTING SOCIAL SECURITY DISABILITY
RECIPIENTS FROM RETURNING TO WORK
Statement from Susan J. Isernhagen, PT, President
Isernhagen and Associates
1015 E. Superior Street
Duluth MN 55802
(218) 728-6455
FAX: (218) 728-6454

Regarding hearing of July 23, 1997

Statement: On behalf of providers in the United States, Canada, Switzerland, Australia,
Austria and The Netherlands.

L

L

Introduction of Responder:

I, Susan Isernhagen, have been a physical therapist providing return to work
services for injured people for the last 15 years. In providing the services I have
developed an objective functional capacity evaluation. This evaluation was
researched, standardized and evaluated for positive outcome of returning chronically
injured people to the workplace. It has been put in the form of a manual, wotj a
training session and ongoing quality assistance. This functional evaluation is being
used throughout the United States and in several other countries primarily for the
purpose of reducing disability.

A frequently evaluated type of client is the person on Social Security Disability.
Observations have been derived from years of personal experience with those that
are considered disabled and are being evaluated regarding their ability to return to
work. These observations also take into consideration 500 other providers’
experience in dealing with disabled as well.

These comments should provide information regarding the barriers that prevent
cwirent Social Security Disability recipients from returning to work. There is no one
person, method or concept that will break the barrier. Rather, the barriers must be
broken using:

e Objective, comprehensive information on the client’s ability to perform work
functions.

e Constructive writing of reports that clearly indicate those abilities to the worker,
employer, physician, SSDI and others.

e Linking of the functional limitations to physical impairments so that there is a
demonstrated link between diagnosis and functional limitation.

« Comparison of functional abilities to specific work demands of a job or of a
classification of jobs.

The current SSDI system observed from a return to work specialist.

First, those persons on Social Security Disability must be addressed as clearly
having a disability. It is important for the practitioners and for all involved in the
return to work process to acknowledge that there are physical dysfunctions present.
This is the opposite point of view from practitioners who, consciously or
unconsciously, identify those on disability as malingerers, fakers, symptom
magnifiers, etc.

The objective of good functional testing and matching a disability recipient to work
must begin with a bond of trust and respect between evaluator and the client.
Therefore, in the evaluation process of identifying whether a person on Social



I

231

Security Disability can return to work, a clear review of the medical records along
with respect for the injured worker is important.

Secondly, the Social Security Disability System is seen by recipients and medical
providers as a system to provide temporary or permanent financial relief to the
person who is unable to work. For professionals who wish to reduce work disability
for the benefit of the client and society, this disability system should be viewed as
temporary. This will allow the recipient and the system to find ways to continually
identify when and if the person is ready to retumn to safe, productive work.

It can be observed in many recipients that they are fearful of losing “benefits” as
they do not perceive how they will function in the world without these disability
benefits. This is intertwined with their own doubt about their capability of working
either productively, safely or without pain. Therefore, there may be resistance on
the part of Social Security Disability recipients to lose their “income”. One of the
main methods for allowing SSDI recipients to return to work will be the assurance
that income will continue and that their return to productive work will not lead to
further financial problems down the road.

One additional barrier appears to be the perception that if they are removed from
SSDI benefits, return to work and then again fail, that it will be much harder to
receive benefits again. Therefore, the system can improve return to work
professionals’ success rate by removing the fear of loss of income and promoting
that return to work is a positive step that can provide even greater financial benefits
in the long run to the client.

Problems with methods utilized in identifying work disability.
a. The problem has been seen as medical, not functional.

Science continues to indicate that the measurement of impairment or the
placement of a diagnosis cannot predict whether a person can function. If
someone has limitation of motion in their shoulder, this does not mean that the
person cannot use their arm. If a person has loss of strength in the leg, this does
not mean that the person cannot walk. Rather, there is an interaction between a
physical impairment, the motivation of the person, the technique used, and the
requirements of the functional activity that in fact will determine whether the
person will use their arm, walk, etc.

b. The correct method of evaluating function must be chosen.

Physicians are limited in their ability to produce functional information. While
they are experts at diagnosis, and sometimes prognosis, physicians do not have
the education or generally time and commitment to do functional testing.

The professional best able to do functional testing is skilled in kinesiology,
pathology, anatomy and physiology. This is the physical therapist or the
occupational therapist. This professional can work in conjunction with the
physician (who provides diagnosis and contraindications to functional activity)
in order to objectively evaluate the client’s function.

c. Pain is often used as an indication of impairment or functional disability. In fact,
people go to work everyday and are completely functional despite the fact they
have pain. People work with headaches, backaches, chronic pain syndromes,
rheumatoid arthritis, cancer, and many other types of physical problems that
create discomfort. It is not the discomfort, per se, that produces the problem; it
is rather the person’s reaction to it. Therefore, skilled functional evaluators are
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more likely to promote the ability level of a person. The reinforcement of ability
and function to a client is extremely important for their own self-image and
motivation.

Practitioners fail when they ask clients to “stop if it hurts”. This gives the
message that the person will somehow be injured or that the function that creates
pain is going to create a future problem in the client. This could not be further
from the truth. Many forms of pain are the results of arthritic changes, past
injuries, scar tissue, inflammatory processes of a non-injurious nature,
medications, etc. The ability to function safely through discomfort is important
in society and especially important in those clients who have previously been
determined as disabled. Professionals cannot infer that if a person has
discomfort this means they are functionally impaired.

The true issue of pain is determining whether pain indicates pathology that, if
stressed, would further injure the person. Therefore, the use of symptom
reporting should not stop an activity, but rather alert the practitioner to identify
whether the discomfort indicates pathology. An example would be if a person
with a diagnosis of L4-5 disc herniation (non-surgical) were to state that an
activity created further leg pain down their leg and tingling in their lower foot
and toes, there would be then the need for the practitioner to identify whether
these were symptoms that were coming from pressure on nerves. This, in fact,
would be a reason to stop testing and to create a limitation to the activity that
caused this nerve pressure. This does not mean the person cannot work, but
rather that certain activities may be restricted as they create physical pathological
pressures.

Conversely, the person with low back pain of a chronic nature may complain
that their “whole back burns” or that the aching is deep and gets worse with
every level of effort. If the content of the pain reports are primarily behavioral
and do not conform to either pathological symptomatology or
neuromusculoskeletal pathology, then these behavioral issues must be seen as
the barrier. Behavioral issues with a practitioner that is skilled in objective
functional evaluation is often dealt with by positive confrontation. The person
should be assured that the discomfort they feel is real to them but not a
discomfort that indicates “harm™ will occur or that further functional activity will
create an injury in the client.

One outcome study (part of this report) of chronically injured workers reinforces
that chronically injured must understand when discomfort must be “worked
through” and also when the worker must stop an activity. In this clinician's work
with chronically disabled clients, it has been noted that when a person has their
pain acknowledged, but also has their functional capacities emphasized, there is
relief. Many people’s pain complaints have been the result of the adversarial
system where they have not been believed. When the practitioner doing
functional testing is able to identify physical problems and how they relate to
safe functional activity, the disabled client is relieved to know that function will
not be harinful. They are given the power to know what positions, activities, etc.
may allow them to be more functional and also understand which activities,
positions, etc. they must avoid. This is a balance that all working human beings
find in the workplace. It is merely that with chronically hurt persons this ability
to balance activities has been removed. The power of a good functional capacity
evaluation is that this balance and information to the client is restored.

. A fourth problem is the subjective nature of many functional evaluations and
physician reports. When a person’s disability or ability is determined by asking
the client what they can and can’t do this makes the information subjective. The



233

medical professional or therapist is not using their skills in order to fully evaluate
the client.

Many functional tests of chronically injured workers utilize approaches that are
psychological and subjective. Perhaps this is due to the feeling that many of
those on disability are “faking”. This adds two barriers to return to work: lack
of clarity in matching a person with their job and continued emphasis on pain
which emphasizes disability rather than ability.

IV. Functional testing matched with accurate job demands.

The last barrier to be discussed in this paper regards the poor correlations that are
often utilized in matching a person to their work. Vocational counselors who often
play a part in this process are limited if the medical or functional information is
unclear. Therefore, the medical and functional evaluators must clearly identify two
components.

e The ability of the person to safely function identified in work activity terms and
in length of the day the activity can be done.

e The physical requirements of a job or a job classification utilizing requirements
for the person to perfonn maximally and throughout the workday.

Traditionally, the Dictionary of Occupational Titles has been utilized which is quite
erroneous for specific jobs. It looks at “job classifications” but does not specifically
address each individual injured worker’s ability to do any individual job. It is too
general.

For any one worker to obtain one particular job, there must be a specific match
made of abilities and the job requirements. This is true in the competitive
marketplace today, as it has always been. In the chronically injured worker,
however, who is even more difficult to place, the general Dictionary of
Occupational Titles has continued to be promoted. This is part of the failure. Many
clients will state “Well it might say that on the job description but I can’t do it
because...”. This is often true. The practitioner who does functional capacity
evaluation must be much more able to make clear statements about specific work
capabilitics and how this correlates to specific jobs. '

The lack of specificity in the DOT is analogous to choosing apparel. If the doctor
identifies that the person has blisters on the sole of their foot and the therapist
functionally identifies that walking on hot sand creates problems, both the doctor
and therapist may indicate that a shoe is required. This is a general statement. If the
injured party receives a shoe that does not fit, this will not improve the ability to
walk. Rather, it will just create another barrier to the walking. The DOT is much
like the shoe. It is a general answer but does not give specific information regarding
a person’s ability to do a specific job.

Vocational counselors continue to evaluate a person’s doctor’s report or therapist’s
functional capacity evaluation and then try and find job classifications. This is met
with disbelief by the applicant and often job failure. This is not the fault of the
vocational evaluator, this is the fault of the physician and therapist who have not
taken physical safe job matching to the highest degree. Once the job matching is
done, the vocational counselor can then work with better information.

Example of a job match grid.
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Job Descriptions Explored: The job description for maintenance person in school district #202 is

attached.
CRITICAL JOB DEMANDS PHYSICAL WORK STRENGTHS JoB
MATCH
1. Use of long handled tools: occasionally R hand grip: 40# occasionally Yes
L hand grip: 90# occasionally
2. Painting and cleaning surfaces with whole Forward bend standing: Yes
ody reach: occasionally continuously
3. General inspection of school areas Walking: continuously Yes
4. Floor to waist lift of boxes and pails: 1# Floor to waist lift: 40# occasionally Yes
35# occasionally :
5. Front carry of boxes, tools, etc.: 1-40# Front carry: 60# occasionally Yes
occasionally
6.  One handed carry of pails (R or L): 1-40# R: 20# Yes
rarely L: 554
7. Stand: frequently Standing tolerance: continuously Yes
8. Walk: frequently Walking tolerance: continuously Yes
9. _ Squat: occasionally Repetitive squat: continuously Yes
10. Forward bend: occasionally standing Forward bend in standing: Yes
continuously
11, Waist to over shoulder lift: 1-40# Waist to overhead lift: 5# No
occasionally occasionally
with modlﬁycauon Yes
12. Overhead l?aiming and cleaning: Elevated work: occasionally Yes
occasionally
13, Use of hand tools: frequently R & L, upper extremity Yes
coordination: frequently
V. Conclusion: The barriers here can be reduced if objective evaluation of the job has
been done, objective evaluation of the worker has been done, and the critical
elements of the worker are then compared with the ability to do work. In order to be
the clearest, the therapist/physician combination should then indicate each job
activity as a match or not match.
After the comprehensive functional evaluation and the care taken with the job maich,
it will be clear to the client that they do match the job. This helps remove their own
fear that they may not be able to do work.
In the above example you can notice that there is one aspect of the job in which there
is a “no” indicating this task does not have a job match. This can easily be turned to
a “yes” by modifying that particular activity.
VL. Outcomes;

The clearest information on whether chronically injured workers such as those on
Social Security Disability can return to work can be demonstrated in the outcome
study performed by providers of objective functional testing who do job matching as
well,

RETURN TO WORK OUTCOMES: IWS FCE
GOAL OF RETURN TO WORK

FCE CLIENTS WHO RECEIVED
NO OTHER SUBSEQUENT INTERVENTION

Methods: Retrospective audits of consecutive FCE clients were reviewed for outcome. Six
months post FCE the clients were called to assess their return to work status.
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. 416 clients were reviewed in this study.

. 317 clients were identified as having received no other form of treatment
following the FCE, i.e. PT, Work Hardening or Work Conditioning.
Of those, 280 clients were in the return to work process.

. Time off work from date of injury to FCE was calculated to be an average of 8.8
months, thus classifying these clients as “chronic cases”.

The Isernhagen FCE utilizes a positive, objective method that facilitates return to work through
objective testing, professional recommendation, and dialogue with the worker. The following
study relays information about these 280 clients, and demonstrates the power of the FCE as a
tool in the return o work process. FEditorial comments are in italics following each group of
statistics.

61% (170 of 280

recommendations o

Once a client has been off work beyond six months and is considered "chronic”, statistics
indicate very low return to work rates, and then only with extensive and expensive rehabilitation.
However, these "chronic” patients returned (o work based primarily on the functional capacity
evaluation. Why?...This 5 hour, 2 part test is comprehensive and clearly describes functional
abilities related to work. All parties can easily understand the specific findings. For return lo
work to be accomplished there must be agreement by at least 3 parties:

Thedoctor............coooinni who must sign the release and is reluctant without objective
information

The employer.... .... who may not accept the employee back at work

But most importantly the worker...who must make the decision that they feel capable of
returning to work and believe the FCE information is
correct

In view of such a strong work return based on a functional test only, one must first recognize the

power of an effective test. Perhaps the skill of the therapist - to match functional capability with

Sunctional demands - actually has been overlooked.

SECTION I: CLIENTS WHO RETURNED TO WORK

The work level was indicated to be:

1. 36% Same Company, Previous job - same

2, 34% Same Company, Previous job - modified
3. 12% Same Company, New job

4. 18% New Company, New Job

70% returned to their previous jobs-same employer, (either at the same or a modified format)
which is considered the best result by insurance companies. In total, 82% returned to work at
the same place of employment. The combination of the FCE's clarity in defining modifications
and the employer's willingness to modify the job based on objective information creates a
positive outcome.

Of those clients who returned to work, work load was indicated to be:

1. 69% Full time
2. 26% Part time (4-8 hours/day)
3. 5% Part time (1-3% hours/day)

More than two thirds of clients who returned to work were full time status. This is an excellent
placement result, considering duration of time off work.

Of those clients who returned to work, the job satisfaction level was indicated to be:
1. 66% Satisfied with work level

2. 16% Wish to work harder

3. 18% Wish to not work as hard

Two thirds of these clients were satisfied with their work level at six months post FCE, and
several wished to work at a higher level. When returned to work at appropriate functional levels,
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clients can satisfactorily perform their tasks, which contributes to employee morale and work
performarnce.

Client perceptions of attitudes at work were:

1. 53% People at work welcomed the client back
2. 19% People were neutral to the client

3. 17% People made it difficult for the client

L3 11% Self-employed, Not Applicable

Industry has made strides in overall attitudes regarding the return to work process. However,
employers and peers at the job site can create an adversarial relationship. This is one aspect of
work injury management that may need to be addressed.

Clients indicated discomfort level to be:

1. 15% Had no limiting discomfort
2. 58% Clients indicating "having pain but worked through it"
3. 27% Pain stopped the clients from working hard

Pain and function are not the same. A functional capacity approach, which focuses on pain
rather than function, can limit return to work perception. IWS FCE, which focuses on safe
Sfunction, however, allows for differentiation between pain and function, and focuses on the safe
ability of the person to functionally perform the job tasks required. These workers indicated they
would continue to work as they could manage their discomfort level adequately.

Clients indicated use of the FCE by others to be:
1. 75% Used by others to understand how the client could best work
2. 25% Was not aware that it was used by others

A high percentage of clients who returned to work knew the FCE helped place them back to
work. This continues the interactive process started with the FCE, which encourage workers to
take part in and understand their case management.

From the client’s perspective, the Functional Capacity Evaluation

1. 21 % Verified the client was more capable than the client thought
2. 14 % Showed the chient was less capable than the client thought

3. 65 % Showed what the client already knew

This indicates that when professionally evaluated, the worker's true perception and the
evaluator's match most of the time. However, it is the objective results of the FCE, not the
worker’s perceptions, that allow release to work. Those who had a change in perception of their
abilities appreciated the new information the FCE revealed.

Client understanding of the test and test results was indicated to be:

1. 93% Helped the client understand physical function
2. 1%  Confused the client

Almost all clients became educated about their specific work abilities. Therefore, even though
they "generally” understood their function, it was the FCE which allowed a more accurate work
ability picture. This may have lead to their own decision to return to work.

The clients had this opinion about future exercise after taking the FCE:
1. 81% wanted to get stronger

2. _3% were discouraged about exercise

3. 13% Didn't matter

4. _3% No opinion

At the end of the FCE, clients kmow and understand their physical limitations, and this
encourages them to find ways to improve their current level,

NORTH AMERICAN PARTICIPATION

Data collected from the following locations (16 clinics):
U.S. AZ Fearon Physical Therapy, Phoenix
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CO Brookside Physical Therapy, Denver

GA PT Associates of Tifton, Tifion

L St. Anthony Medical Center, Rockford

1A Duffy & Associates, Ankeny

KY Ortho Rehab, Louisville

LA Center for Functional Performance, Hammond
PT Clinic of Lafayette, Lafayette

MN Douglas County Hospital, Alexandria

HealthEast OPTimum Rehab Ctr., West St. Paul
Isernhagen Clinic, Inc., Duluth

NY Columbia PT, Shodack

ND The PT Center, Bismarck

OH Blanchard Valley, Findlay

wI Wausau Medical Center, Wausau
Canada: Nova Scotia  Cabot Physio, Sydney
OUTCOMES:
61% RETURN TO WORK
24% CASE CLOSURE
9% JOB NOT AVAILABLE
6% OTHER

VII. Conclusion.

Facilitating Social Security Disability recipients in returning to work.

1.

It is extremely important to respect that they have a physical problem. They
must not be considered malingerers or fakers at the outset.

It is extremely important to have a physician provide the diagnosis and objective
contraindications to function. This would proceed objective functional testing.

Objective functional testing should be done by a therapist skilled in kinesiology,
pathology, anatomy and physiology. The objective testing of actual work
activities will take into consideration the safety of the client in performing the
tests, the ability of the person to do both strength and endurance work activities,
and provide a written report that clearly states work abilities and limitations.

After functional capacity evaluation of an objective nature, functional job
analysis similarly objective, must be done. The DOT use must be minimized
and more accurate job descriptions must replace the DOT.

After objective job matching is done, the worker who has participated in the
entire process in an interactive way, should be brought in the final reporting.
They were there during the functional test, they understand their problems, and
they should by the end of testing understand the relationship between discomfort
and safe ability. They should also understand which physical activities should
be limited. With this internal understanding of their own abilities and
limitations, they then should be able to identify with the job matching done
through functional testing and functional job matching.

The recipient must be a part of the process, not someone who has “received” the
process. By being part of the process when the job matching is done, they will
then see that objective measurements have been made which indicate their
ability.

There should be a combination of specific functional testing of an objective
nature given by a professional therapist. This must be combined with medical
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testing done by a physician who has given contraindications and diagnosis. In
Switzerland, the physician and therapist write their functional return to work
statements in one report. The FCE utilized has been accepted by the Swiss
Invalidity Board and the opportunity to have physician and therapist work
together provides a strong teamwork base that assists the disability recipient.

7. Outcome studies such as the one presented in this testimony should be analyzed.
They can be expanded. The important points to notice from this outcome are:
An average time off work of the recipients of the test was 9 months.
No other physical intervention or treatment was noted after the functional test.
The worker identified that the functional test was utilized in the return to work
process.

e The workers had identified that they continued to have discomfort (as most
chronically injured workers do) but that they had leared to work through it.

e They had been returned to work for up to 6 months and they continue to be at
work. This would indicate that once the job match has been successful, that
continued work is possible without reinjury.

e The workers were highly appreciative of the greater understanding they had
about their own body as a result of the functional testing.

e  61% returned to work with primarily the functional testing as the final
intervention.

8. Social Security Disability recipients are fearful of returning to work. The system
often provides them with reason to believe that if they try work and fail, they
may be disenfranchised. Therefore, those undergoing functional testing and
medical evaluation must be assured that they will be treated fairly in the system.

After this barrier has been broken, many of the psychological problems can be
dealt with by better objective medical and functional testing. By not
emphasizing pain complaints, by not emphasizing disability, and by being
objective and caring, the therapist doing functional testing can bring about the
best and safest performance of the worker. The client must always be part of the
process and interactive with it.

If there is inconsistency in performance or obvious uncooperation, this must be
identified in a positive confrontational manner. This does not mean the recipient
is bad, but perhaps they did not understand the “rules” of the test. If behavioral
problems continue, these will be identified as behavioral problems, not physical
problems.

Once the inconsistency is identified and explained to the person, when given a
chance to try the activity again the performance may be much better. This helps
them break through old habit patterns and understand that they are being
objectively evaluated and it is in their best interest to find out their own
functional capacities.

9. The functional capacity evaluation must be written in clear, easy to read terms
and the job matching for that client must be as specific as the functional capacity
evaluation. Use of more specific job analyses rather than the DOT is a step
toward specificity and success.

The disability problem appears very complex but as the outcome study indicated, perhaps
the main issue missing from most disability management cases is objective functional
testing with job matching. If this is done, many of the other psychosocial, medical, and
communication problems are reduced. [t is possible in today’s world to do better
objective functional testing and work with the worker on their own job abilities.
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As with the Americans with Disabilities Act, if a job modification is the outcome of the
job match, then good functional testing with job match also allows modifications to be
identified. In the outcome study it should be noted that 50% of the clients went back to
work at the same job, but with a slight modification. These modifications often cost
nothing or were very low cost. Therefore, objective testing and job matching allows
more likely use of job modification (reasonable accommodation).

The missing component of objective, quality functional testing can bring clarity to the
Social Security Disability recipient. This emphasizes ability to perform safely in life and
at work. Reports also will clearly indicate to the worker and to the employer that there is
work ability. By having such clear documentation based on objective testing, it is very
likely that return to work can proceed. Psychological problems will be reduced. This is
to the benefit of the worker and society.

Thank you.

Addenda:
International PPG List
Full Vitae

Gle/sjizbarriers

[Attachments are being retained in the Committee files.]
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Written Testimony Prepared for the House Ways and Means Subcommittee
on Social Security, July 23, 1997

Presented by Robert L. Sniderman, Ph.D.,, C.R.C.,C.D.M.S., C.C.M.

This testimony is being submitted regarding the use of Functional
Capacity Evaluations and their impact on successful return to work outcomes.

1 submit this testimony as a practicing rehabilitation counselor in the
private sector and vice president of operations for The Kalix Group, L.L.C., a
company that provides vocational counseling and return to work services to
disabled individuals in a wide range of settings. We provide services to
individuals in conjunction with workers’ compensation systems, long and short
term disability programs, social security disability insurance evaluations, ADA
compliance issues, and directly to employer in house return to work programs.
In addition, as immediate past president of the California Association of
Rehabilitation and Reemployment Professionals (CARRP) and as current
California Representative to the National Association of Rehabilitation
Professionals in the Private Sector (NARPPS) | submit this testimony.

Functional Capacity Evaluation is a valuable tool in the objective and
accurate evaluation of disabled individuals. The evaluation objectifies an
individual's current physical and cognitive functioning to enable a more accurate
assessment of the capability for successful return to work.

Currently, medical examinations are typically used for this purpose.
However, medical examinations will provide valuable information about an
individuals impairment not the extent of their disability.

Functional capacity evaluations will not only provide information about an
individuals functioning in real time, it can also identify issues of reconditioning
due to a lengthy term of inactivity. Services can then be provided to accurately
design and implement a program of reconditioning. The goal being to gain the
capacity to return to work in a well defined and structured time frame. This will
also facilitate a decrease in employer reluctance to hire disabled individuals as
work readiness information can be imparted through the use of functional
capacity evaluation.

| am not an expert at performing functional capacity evaluations (FCE) or
related evaluation services. However, | have been providing rehabilitation
counseling and return to work services to disabled individuals for over 20 years.
I can attest to the benefits of utilizing FCE as a “gatekeeper”, a basis for
progressive return to work plans, therapy design and monitoring tool, and an
evaluative tool that makes return to work services more efficient and cost
effective.

Functional Capacity Evaluation first and foremost is a tool that my
colleagues and | can utilize to help answer some very significant questions
regarding an individual's ability to benefit or participate in a return to work
program. Given the opportunity to design a return to work program for the Social
Security Administration, FCE would be the gatekeeper for participating. There
are key elements in rehabilitation and return to work that are well defined and
can be evaluated during an evaluation. Being able to predict as accurately as
possible and as quickly as possible an individuals ability to be successful in a
return to work process is crucial. Itis crucial from both cost effective and human
factor perspectives. Return to work programs do not want to include individuals
who will not be successful and also want to as much as possible exclude those
who will have failure experiences. Failure experiences can be devastating to an
individual who has struggled with issues of self-worth and capability. FCE can
help identify for an individual and the professional working with that individua!
whether or not return to work services are appropriate to pursue at any given
time.

How can Functional Capacity Evaluations be used as a basis for
progressive return to work? The information that is generated by a FCE can be
used by many professional in many ways. The most common purpose from the
perspective of doctors, lawyers and the Social Security Administration is for
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disability evaluation. The FCE allows what was an impairment evaluation to
become a disability evaluation. For rehabilitation professionals, the FCE can
also be used to design a progressive rehabilitation program that will help to move
a disabled individual from being unable to participate in a return to work program
to setting up some short term work hardening programs and work adjustment
programs that will in a systematic and progressive fashion move the individual
into a return to work program.

If a disabled individual is unable to participate in a return to work program
and is participating in therapy, the FCE can be used to help physical and
occupational therapists design and monitor therapy programs. The FCE can be
used at intervals during therapy to monitor progress. If progress is not being
made it provides the professional and disabled individual with the ability to make
decisions about continuing with therapy or pursuing other avenues.

In conclusion, Functional Capacity Evaluation provides an accurate,
objective assessment of an individual's ability to participate in a comprehensive
return to work program. Using FCE in a “gatekeeping role” will help rehabilitation
professionals working with disabled individuals to make responsible, accurate,
and cost effective decisions regarding rehabilitation and return to work services.

| propose that the following be considered in drafting bill language:

Functional Capacity Evaluation services be available through a cost
reimbursement format separate from a return to work voucher system.
We urge the inclusion of support and funding of functional capacity evaluations
within the Social Security Reform effort.
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This testimony concems the use of Functional Capacity Evaluations and their importance
in the return to work process. Bills H.R. 4230 - Bunning and H.R. 534 - Kennelly were
also reviewed in preparation for this testimony.

Background

I have been asked to comment on Functional Capacity Evaluations (FCEs) and their
relationship to return to work initiatives as a representative of a Group Short Term and
Long Term Disability (STD/LTD) carrier, Met DisAbility, a division of Metropolitan Life
Insurance Company (MetLife). Within Met DisAbility [ am currently the Social Security
program manager, a program that seeks to assist our clients in obtaining Social Security
Disability Insurance benefits (SSDI) if they meet the SSA criteria for benefit payment. !
also coordinate the Met DisAbility FCE vendor program and was the manager of the Met
DisAbility Rehabilitation program through 11/96. Met DisAbility was awarded the 1996
National Association of Rehabilitation Professionals in the Private Sector (NARPPS)
award for Best Insurance Company as a result of our excellent rehabilitation program.

Group STD/LTD Coverage

Group STD/LTD coverage is disability insurance that an employer purchases as an
employee benefit. Coverage may be 100% employer paid or a combination of
employer/employee paid. While coverage levels vary they generally do not pay more
than 60-70% of pre-disability earnings for LTD plans. STD plans of coverage are similar
to LTD, but it is not unusual for STD coverage to provide up to 100% of pre-disability
earnings for a period of 6 months. STD coverage pays for brief periods of illness or injury
that may prevent someone from working for several weeks or months. However, most
people return to work prior to the conclusion of the six month STD period of benefits,

The intent of LTD coverage is to provide individuals with income replacement during a
prolonged period of disability from accident or illness. Generally the insurance coverage
is structured so that during the first two years of disability one need be disabled from
his/her “own occupation” with any employer. After two years the disability language
changes to provide benefits only to those who are disabled from “any occupation” for
which they are reasonably qualified through education, training or experience. Once
approved for these benefits, one can generally continue receiving benefits until age 65 as
long as the disabling condition(s) remain consistent with the “any occupation” definition.

At Met DisAbility we take very seriously our trade mark “We Put Abilities to Work”.
From the time a claim is filed with us, our team of claim professionals encourage return
to work by discussing it with the client, the client’s physician(s), and the employer. We
actively work with employers to accommodate those who need it and to return people to
work even when they cannot work full time. Our contracts are structured to encourage
partial return to work efforts as it has been our experience that often times people need a

period of modified or part time work as they regain their strength and stamina. We have
in our employ medical and vocational rehabilitation specialists who coordinate medical
management and return to work activities. As our clients are located all over the country
and our disability offices are in five states, we do most of our work telephonically and
retain the assistance of local medical and vocational rehabilitation providers when
recessary,

Returning People to Work from a Period of Disability

In our experience we have found that the earlier one returns to work after a period of
illness or injury, the better, People who become disabled and receive benefits from us are
people who have a sustained period of employment prior to their illness or injury and thus
generally have a job to which they can return during the STD portion of their claim.
However, once people become eligible for LTD benefits, it is not unusual for employers
to terminate their employment as well. In those cases, the client is not only struggling
with the emotional and financial consequences of a disabling condition, but they are now
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also facing the emotional and financial consequences of limited or no medical coverage,
fewer dollars on which to live and the loss of employment. For these people the road back
to work is often harder and more costly in both time and money.

Often the condition that has rendered them disabled is one that will have some residual
functional limitations - be they in terms of strength and mobility deficiencies, poor
sitting/standing tolerances, lack of stamina, fatigue, impaired mental agility or emotional
difficulties. For these people a return to work will not only involve providing the
OPPORTUNITY for employment, but aiso the MEDICAL REHABILITATION
SERVICES needed to render them capable of sustaining a prolonged work effort. Such
services do not come cheaply, but when compared to the amount of benefit dollars paid
out over many years to remain off of work, the price is very reasonable. In addition. the
purchasing of medical rehabilitation services also helps us determine if the individual is
truly capable of a sustained work effort or if their condition is such that a return to work
will not be practical.

At this juncture, I think it is important to note that the payment of rehabilitation services
is generally an extra-contractual obligation. By that I mean that most of our contracts do
not require the client to participate in rehabilitation services nor do they state that MetLife
will be obligated to pay for those services. However, it has been our practice to provide
rehabilitation services to clients who we determine will benefit from them in a return to
work effort. After careful screening by our in-house rehabilitation staff, the clients are
contacted and offered the services at no charge and we in turn pay for the medicat and
vocational services that are needed to render the client capable of returning to work. We
do look to medical insurers to assist in this effort by talking directly with the medical
carriers about the programming needed and then helping the client overcome the co-
payment obstacles by having the co-payment billed to us. When there is no medical
insurance or if the medical carrier cannot pay for medical rehabilitation services we then

will pay for those services on a time limited, results oriented basis. We do NOT pay for
any medical or vocational services that are priced beyond the local reasonable and
customary rate nor do we purchase services that are NOT geared toward a return to work
effort.  Rehabilitation efforts continue only as long as the client cooperates and
participates fully in the programming and only as long as measurable goals are being
achieved. We ask each of our rehabilitation clients to sign rehabilitation plans prior to the
provision of services and those plans outline what we will provide, what the client’s
responsibilities are and what the projected outcomes will be. These plans are then
amended as needed through out the rehabilitation program.

We view rehabilitation as a process that starts with the submission of a claim and does
not end until the client is either able to return to work or is determined to be unable to
work. We continually talk about work and its positive emotional and financial benefits
and we do not stop talking about it until it is clear that the client will never return to
work. In this regard we are very different from SSA. SSA essentially determines that
someone is totally disabled and the idea of returning to work is barely mentioned once
someone has been approved for benefits. As a result, the average SSDI/SSI client does
not seriously consider a return to work because the attainment of benefits means that the
client is TOTALLY DISABLED. SSA will need to make a fundamental conceptual
change in its method of processing disability claims before this concept filters down to all
aspects of the organization. SSA will need to MANAGE their SSDI/SSI claims with a
return to work attitude from the initial application and will need to re-vamp its CDR
process to ensure that people are not left on claim for a number of years with no mention
of return to work. In addition, SSA will need to look to public/private partnerships to
help finance the cost of medical and vocational rehabilitation. One way to do that would
be change the current structure within Medicare that allows only a limited number of
physical or occupational therapy sessions regardless of the amount of therapy needed to
return the patient to a level of functionality needed to meet the demands of an eight hour
work day.

‘Why Medical Rehabilitation Services, and FCEs in Particular, are Critical
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In assessing the viability of a return to work effort, a number of factors are reviewed. Of
importance are the client’s physician’s evaluation of the disabling condition and its
impact on the client’s ability to work. It is important here to clarify that physicians, by
and large, are NOT knowledgeable of disability factors as they relate to work. Physicians
are taught to diagnose and treat consteilations of symptoms presented to them by the
patient. They are NOT taught to be vocational or occupational experts and thus have
limited knowledge of what the patient may do in their occupation and how the iliness or
injury that is being treated will impact the patient’s ability to perform that occupation.
They may know, for example, that their patient is a truck driver who delivers items to
hardware stores, but they probably don’t know if their patient is a long distance or local
driver, if the truck is a semi trailer or a pick up, if the patient has to load or unload the
truck, how much the pallets weigh, if the patient has to set up merchandise in the stores,

take orders for new deliveries, accept payments and do other bill processing, or how the
patient’s job relates to the occupation of truck driver for any employer. All of these
aspects are VERY important to a vocational counselor who determines which job duties
can be still be performed and which cannot. Generally all the physician knows i{s what
the patient says and most of the time patients give very brief job descriptions. Patients
rarely go into length about what their jobs entail unless they are asked detailed questions.

As a result it is not at all unusual for physicians to answer very vaguely and briefly when
confronted by the question - “is this person who you are treating disabled from their own
occupation or any occupation?” Most of the time this question, if it is asked at all,
receives a curt response of “yes” to the own occupation, especially during the acute
portion of the illness or injury, and a “don’t know” or “yes” for the second portion
without any supporting evidence to prove that such a question was fully evaluated by the
physician. When pressed to produce test results or other objective measures to support
this opinion most doctors revert to the fact that the patient recently underwent surgery and
is now recovering or that the MRI showed that the patient has a “slipped disc”.

Unfortunately, knowing that someone has an illness or injury and relating that to work
requirements is not an easy task. It requires knowledge of anatomy and physiology as
well as an in-depth knowledge of the requirements of occupations. One method to assist
in making this determination is through a Functional Capacity Evaluation (FCE).
FCEs are generally administered by physical or occupational therapists in therapy
centers. These evaluations, and there are a number of types and kinds that have been
proven valid and effective, are generaily administered over several hours and sometimes
days. Each evaluation looks at the client’s ability to perform a variety of activities
including strength evaluation, lifting, carrying, bending, walking, standing, and sitting
tolerances, as well as recording the client’s ability to follow directions, perform tasks
repetitively and maneuver through various activities in a structured setting.

Once the client has completed the evaluation, the results are tabulated and assessed
looking first at the consistency of the client’s actions as compared to the medical
information and then comparing the client’s performance with that needed to perform
varfous occupations for which the client is suited through education, training or
experience. It is only then that a rehabilitation plan of action can be developed to help
build on the client’s strengths and to diminish or eliminate those factors that are limiting
the ability to return to work. It is not unusual for these plans to recommend periods of
WORK HARDENING or MEDICAL REHABILITATION SERVICES in a effort to
bring the client back to a level of physical capacity that has been lost due to inactivity or
the effects of prolonged illness or injury.

For those client’s on SSDI/SSI the need for a FCE is critical to accurately evaluating
what the client can and cannot do in relationship to work. For someone to met the SSA
definition of disability they must be completely unable to work for a period of at least 12
months. That in an of itself means that those who receive SSDI/SSI benefits probably

w
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have residual effects from the illness or injury that caused them to become disabled and
those residuals need to be accurately assessed with an objective evaluation of their
functional capabilities.  Unless the client’s functional abilities are evaluated and
deficiencies strengthened or accommodated, vocational rehabilitation will not be effective
in accurately matching abilities to job opportunities and the client will not be capable of
sustained work activity.

Impairment and Disability in Relation to the Assessment of Functionality

According to the American Medical Association’s book, “Disability Evaluation” there is
a distinct difference between an impairment and a disability. An impairment is defined as
“the inability to successtully complete a specific task based upon insutticient intellectual,
creative, adaptive, social or physical skills.” Disability is defined as “a medical
impairment that prevents remunerative employment.™ The writers expand upon this
distinction by explaining that impairment assessment is a medical evaluation while
disability assessment is determined within an occupational setting, such as one’s work
place or through the use of functional capacity evaluations.}

As previously mentioned in this paper, the use of FCEs is an excellent way to determine
a client’s abilities and limitations or restrictions. My colleague, Dr. Leonard Matheson,
wrote the chapter in “Disability Evaluation™ that provides an excellent summary of what
FCEs do and what they cannot do. I will not attempt to expand upon Dr. Matheson’s
excellent work, except to add that in our experience at Met DisAbility the information
obtained from FCEs is invaluable to our disability management process. We have found
that these evaluations provide objective, measurable information that clarifies the medical
information we receive from the client’s physician(s). Our experience has shown that
FCEs are useful at several points during the disability claim process. During the “own
occupation” portion of the claim, a FCE clarifies what is preventing the client from
returning to his/her occupation and also helps us determine what medical and vocational
services might be necessary to bring about a successful return to work. At the “any
occupation” decision point, a FCE gives us information that allows a comparison of our
client’s abilities to those required of the occupations to which he/she may be capable
based on education, training and experience. Even when someone has been approved for
“any occupation” our management of the claim and return to work expectations do not
end. We continue to manage the claim toward a return to work if at all possible and the
use of FCEs helps us document which aspects of functionality can be increased through a
concerted medical/rehabilitation effort and which aspects need to be considered
permanently limited and/or needing accommodation.

It is our procedure to ask the client’s attending (primary) physician to review all FCE
results and to provide comment. Because we manage our claims using a triad of people -
the client, the attending physician and the employer - in conjunction with our claim
professionals, we look for any opportunity to remove the “dis” from “disAbility”, We use
FCEs to help clarify the functional factors that are preventing a successful return to

work. In doing so, we recognize that many times the ability to return to work is clouded
by emotional factors as well as physical. As a result we have also partnered with one of
the premier mental health managed care providers, United Behavioral Health, a division
of United HealthCare, in piloting a program to increase provider awareness of disability
issues to bring about a speedier return to work for those with acute and chronic mental
health conditions. This pilot and others are part of Met DisAbility’s on-going program
of pro-active identification of the factors that are impeding successful return to work
efforts and preventing people from realizing their true potential.

Value of the FCE in the Determination Process and in the Provision of Services

! Demeter SL. Smith GM, Anderson GBJ: Approach to Disability Evaluation. Disabitity Evatuation,3,
St. Louis, MO, 1996, Mosby

? Ibid. 3

? Ibid, 3
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FCEs provide valuable objective information that can be used in making a determination
of disability. As part of the determination process an FCE can provide accurate,
measurable information that cannot be obtained from other sources. In particular, an
FCE puts into precise terms the client’s capabilities in regard to a variety of areas retated
to physical strength. endurance and stamina as well as cognitive abilities. Such
information is often missing in routine medical reports and often is not quantified and
objectified in physician narrative reporting. In addition, FCEs are conducted over several
hours. four 1o six hours over one to two days is typical. An evaluation of this length is
thus more reliable in predicting capabilities during an eight hour work day. FCEs should
prove invaluable to the DDS and would be far superior to the current Residual Functional
Capacity process due to their objectivity and uniform administration processes.

Medical Management as a Precursor to Vocational Rehabilitation

One of the realities of being out of work due to illness or injury is that an individual often
becomes physically de-conditioned. The structure and routine of reporting to a work site
on a daily basis is replaced with endless hours spent lying down or being inactive while
the body heals. Unfortunately this level of inactivity often continues long after the acute
phase of illness has passed. In addition, the stress of illness and the resulting physical
inactivity often coincide with mental inactivity and that too contributes to being incapable
of returning to a work place without a-structured period of physical and mental
preparation.

At Met DisAbility we discovered several years ago that we needed the skills and
resources of short-term medical rehabilitation programming for a percentage of our
clients in order to move them from a period of disability back to full time work. Our
rehabilitation nurses coordinate the medical rehabilitation programuiing that may consist
of targeted medical intervention or occupational and physical therapy services for clients

who need a structured method of re-building their physical and mental stamina. We work
with local rehabilitation providers in conjunction with the client’s physician to develop
rehabilitation plans that are time limited and focused on a goal of return to work. In
keeping with our claim philosophy, the client, the attending physician(s) and, when
appropriate, the employer are parties to the planning process and we ask the client and
attending physician(s) to work with the local rehabilitation provider to ensure that we are
consist with the medical goals as well as the vocational goals.

Medical rehabilitation services generally last several weeks with services designed to
alleviate or eliminate the functional limitations that are preventing a successful work
return. In addition, if needed, we arrange for adaptive devices and seck employer
accommodations to eliminate barriers. As with all of our rehabilitation programming
efforts, we look for the most qualified service providers and we seek to share costs with
medical insurers, state vocational rehabilitation, veterans programs, employers and other
public-private partnerships. Our goal is to provide efficient, cost-eftective service that
will keep the rehabilitation program moving forward. We want services to be started
timely and to eliminate any barriers to program success as quickly as possible. If that
means that we must spend a bit more money for a service that will begin immediately as
opposed to waiting a month or two for a spot to open up in a less costly program, we will
spend the extra money because the reality is that the longer things are delayed the less
likely our chances of achieving a successtul outcome. Eliminating obstacles and barriers
is the best way to ensure rehabilitation success and the Met DisAbility staff pride
themselves on being pro-active managers of the rehabilitation process.

Impact of SSDI/SSI Return to Work Programs on Employers

The bills currently under consideration view return to work programming as being the
method by which SSDI/SSI recipients will exit the disability roles. The problem with the
methods being considered is that career counseling, job placement and other vocational
activities are fine for people who have marketable skills and proficient reading and
writing skills. However, this probably is not the case for SSI recipients who are receiving
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benefits due to not only disability but also iow income level. The poorest members of our
society are generally those with the least formal education and often have cognitive or
language difficulties as well. As a result these people are not as attractive to employers,
Therefore it would not be uncommon for someone on SSI to not only need vocational
programming, but also basic academic programming, skill training or skill enhancement
and medical rehabilitation services prior to job placement. Without these additional
services, the jobs one could qualify for would be minimum wage positions with little or
no opportunity for advancement, jobs with few benefits and jobs providing the fewest
opportunities to enable people to discontinue reliance on food stamps, welfare benefits,
Medicare and Medicaid.

SSDI recipients would not be much better off. Even though these individuals have job
histories, if they have been out of the employment market for two years or more it is very

likely that their skills have diminished and in some cases become obsolete. Any person
entering the employment market today without basic computer abilities is facing a market
that is limited and hostile. Computers have become a necessary part of today’s corporate
structure. The inability to use a computer and/or computer skills that are outdated will
render someone marginally employable. As with SSI applicants, the longer an SSDI
individual has been away from work, the more there will need to be time spent on skill
enhancement or development prior to any sert of job placement activity. In addition, as
has been previously noted, the provision of medical rchabilitation services are also
recognized as being vital to successful work re-entry.

Functional Capacity Evaluations in the Continuing Disability Review Process

When beneficiaries are reviewed under the Continuing Disability Review (CDR) process,
the Social Security Administration is seeking to determine if the beneficiary no longer
meets the medical criteria for benefits. This process begins with a simple questionnaire
that asks if the individual has worked. This is followed with questions regarding the
individual’s physical health, schooling and rehabilitation activities. How one answers
these questions helps DDS determine if a more in-depth questionnaire is to be completed
and if benefits are to be terminated due to substantial gainful employment and/or medical
improvement.

1t is in this portion of the CDR process that functional measurements would be of great
value. As noted previously, FCEs can help isolate those factors that are truly limited
from those that are limited only because the client chooses to limit them. In these cases
of client self-limitation, the physician can become supportive of efforts that the client
needs to undertake to bring about increased levels of functionality. For DDS the ability to
accurately determine medical improvement is critical in making precise and consistent
decisions. The use of FCEs at this stage in the process will be critical to the development
of decisions that will withstand judicial challenges.

The FCE Process, the Disability Beneficiary and the RTW Process

In this paper [ have emphasized how the FCE process assists the disability examiner - be
it the DDS or, as in our case, the STD/LTD carrier. However, the FCE process also
assists the disability beneficiary by providing accurate, objective measures of capabilities
and limitations. It is not uncommon for a beneficiary to have incorrect or inaccurate
information regarding the extent of impairment. This is not due to poor or incompetent
medical care. Rather, it is often due to a lack of accurate information in regard to what is
expected in terms of physical recovery and what to expect in regard to the mental and
physical factors that negatively impact the recovery process.

By reviewing FCE results with both the disability beneficiary and the physician, a dialog
may commence that will lead to more pro-active treatment and a better understanding of
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the true limitations and capabilities of the individual. The FCE can also delineate
between which limitations are physically based and which are psychologically based.
This in turn could help direct the treatment modalities and the time frames in which to
complete treatment for a more rapid return to work.

Financial Impact of FCE Utilization on the Social Security Trust Fund

The use of FCEs at approximately $600 per FCE - cost might be reduced based upon
volume - would appear, on the face of it, to be an expensive proposition for SSA.
However, the cost of keeping people on the SSDI/SSI roles is much more expensive and
also more damaging to our society. Our economy needs to keep employed those who are
capable of working and our citizens need to recognize the value of contributing to our
national economic strength. The return to work ideas outlined in the Kennelly and
Bunning bills are wonderful in terms of assisting people who are job ready, however, as
has been noted, many SSDUSSI beneficiaries are not job ready and need a period of
medical rehabilitation programming as well as vocational programming. FCEs can help
determine which beneficiaries are job ready and which ones will need additional medical
services. FCEs will also help DDS determine who should be capable of using the return
to work programming options outlined in the bills and who are incapable of a return to
work either now or in the future. This can thus help save money that might otherwise be
spent on vocational efforts that will not come to fruition,

In addition to the use of FCEs to help determine who is appropriate for rehabilitation
services, FCEs can also help beneficiaries understand the physical and mental
requirements of successful return to work efforts. This in turn allows SSA the opportunity
to more accurately predict who will be successful in their rehabilitation efforts, thus
releasing trust fund dollars that might otherwise be paid out in benefits. Again, I must
emphasize that the Administration must recognize that the cost of rehabilitation services
needs to include medical as well as vocational rehabilitation components.  Without this
“full service” approach, results will be less than desired and may not be as long lasting as
hoped. As a result, savings to the trust fund will not be significant if there is not a
recognition of the long term effects of a poorly planned or incomplete rehabilitation
program approach that only looks at vocational factors and not medical ones as well.

Public - Private Partnerships

The last item that I would like to mention is the need for strong public-private
partnerships. The problems facing the SSA trust fund have a far reaching effect on all of
society. At Met DisAbility we recognize that SSDI is not a panacea for every person with
a disability. We continually look for rehabilitation opportunities and create those
opportunities from the day a claim is filed until that option is no longer realistic for the
client. We understand that for many people it is easier to think about what they cannot do
rather than what they can do and we constantly work to help people recognize the

abilities they retain and how those abilities can be utilized in the work force. We also
look to other providers of service be they public or private in an effort to share cost and
avoid duplication of effort. It is only when all avenues are explored that we can truly say
that we have maximized the potential of those needing assistance,

In regard to SSA, it is important that SSA foster relationships with not only the public
and non-profit sectors, but also with private insurers and others who are working with
SSDU/SSI beneficiaries. It is imperative that SSA not look to duplicate programming that
already exists. SSA should also look for ways to share costs whenever possible. If the
program goals are clearly stated and adaptable to what the beneficiary needs then the
chances of partnering with public and private sector providers will increase. And as we
know, when the chances of success increase the positive impact on the trust fund will also
increase.



249

STATEMENT OF ANNIE V. SAYLOR
PRESIDENT

NATIONAL ALLIANCE FOR THE MENTALLY ILL

Chairman Bunning and members of the Subcommittee, I am Annie V. Saylor, President
of the National Alliance for the Mentally (NAMI). I am also a native of eastern
Kentucky, where most of my family still resides. Like so many members of the NAMI
family, I have a sibling with a serious brain disorder. My sister has schizophrenia and
lives with our family in Harlan County.

At the outset, I would like to thank you for holding this hearing on barriers to work faced
by millions of Americans with scvere disabilities who seek to achieve greater
independence and dignity through employment. NAMI believes that we offer a unique
perspective on the critical issues of work incentives, income supports, and employment
for people with severe mental illnesses, which are brain disorders. NAMI is the nation’s
largest organization representing people with severe mental illnesses and their families.
Through its 1,140 affiliates and chapters, NAMI represents 168,000 consumer and family
members and works to promote greater public understanding of serious brain disorders
such as schizophrenia, major depression, bipolar disorder, obsessive-compulsive disorder,
and panic disorder. Our major activities include research, education, and advocacy aimed
at reducing stigma and promoting independence for people with brain disorders.

NAMI has a strong interest in the issue of work incentives, income supports, and
employment for people with disabilitics. We share your vision of restoring fairness to the
Social Security Administration’s (SSA) disability programs by enabling those who are
truly disabled to receive benefits quickly and stopping payments to persons who have
fully recovered. Work is extremely important to people with severe mental illnesses and
their families. Yet the supports necessary to achieve employment and independence are
simply not in place for most people with these brain disorders who want to leave the SSI
and SSDI rolls and join the workforce.

More importantly, the current SSI and SSDI programs themselves too often serve as
barriers to work. While the Work Incentive Provisions of the Social Securily Act do
make it more possible for people receiving SSI or SSDI payments to go to work, most
people with severe mental illness either do not know about, or do not understand, the
provisions and therefore do not utilize these work incentives. This is true both for the so-
called SSDI trial-work-period provisions and the SSI 1619(a) and 1619(b) programs. For
too many people with mental illness there is a pervasive fear that employment will result
in the immediate cut-off of cash benefits and the concurrent loss of critically important
medical benefits. NAMI believes strongly that the episodic nature of mental illnesses
justifies the need to maintain a basic safety net of assistance for people experiencing
acute occurrence of severe symptoms.

Mr. Chairman, as you well know, after certain income disregards SSI beneficiaries lose
50 cents in benefits for every $1 in labor earnings, or a 50-percent implicit tax rate on
earned income. SSDI beneficiaries lose access to cash assistance after reaching
substantial gainful activity (SGA) beyond the current 45-month transition period.
However, even in cases where people with mental illness decide to use existing Social
Security work incentives, they still face the loss of medical coverage even if they are able
to retain limited cash benefits after reaching SGA.
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NAMI believes that it is the issue of access to medical coverage that is absolutely critical
for people with serious brain disorders, especially coverage for prescription drugs. This
issue generates a high level of concern among NAMI members. Without coverage for
high-cost medication and other treatments for disorders such as schizophrenia and
depression, many people find it hard to maintain a stable life in the community, let alone
achieve complete independence through employment. Moreover, for many people with
severe mental illnesses, the first step in the process toward competitive employment is
supported employment or low-wage, service-sector jobs. Few of these opportunities offer
employer-provided health insurance, especially for someone with a serious brain disorder.

Legislation that you introduced in the last Congress (H.R. 4230) is an important first step
in addressing the concerns surrounding loss of health insurance coverage for people who
want to move away from dependence on public programs through work. NAMI endorses
the goal of making the SSI and SSDI programs more responsive to needs of people with
serious brain disorders who want to leave the benefit rolls for employment. However,
NAMI also has some important concerns with the bill as currently structured and would
like to offer the following suggestions. We believe that these issues must be addressed to
make the proposal more relevant to people with severe mental illness. We offer these
concerns in the spirit of cooperation and willingness to work with you and all the
members of the Social Security Subcommittee, on a bipartisan basis, to reform the
current, outdated system.

. Assessment for Vocational Services: People with severe mental illnesses should be
presumed eligible for rehabilitation services, and assessment for needed services
should occur separately from determination of eligibility for income-support benefits.

2. Milestone Payment System: NAMI supports including provisions that would allow
providers to be paid for partial savings achieved through successfully serving clients
with the most severe mental illnesses who can achieve part-time or cyclical work, but
may never achieve full-time competitive employment.

3. Medicare Health Care Extension: NAMI supports efforts to extend Medicare
eligibility, but wants to ensure that this initiative effectively reaches SSDI
béneficiaries with severe mental illnesses.

4. Employer Tax Credit: NAMI supports efforts to create new incentives for
employers to hire people with these brain disorders, but also wants to ensure that such
a program is structured to that encourage hiring people with the most severe
disabilities.

5. Network Coordinators: Any new alternative system designed to meet the
employment needs of people with disabilities should be open to all persons with
severe mental illnesses and the innovative programs serving their employment needs.
It should also be open and accountable through outcome measures and meaningful
consumer and family input.

6. Return to Work Commission: NAMI supports expanding membership on any
commission to include involvement of consumers, families, and representatives of
innovative programs that serve persons with the most severe disabilities.
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Mr. Chairman, I would like to spell out in detail NAMI’s concerns about the issues listed
above.

Issue: Assessment of Capability for Vocational Adjustment

Your bill from the last Congress would continue the current system of Disability
Determination Systems (DDS) for making determinations about whether an individual is
disabled under the Social Security Act. Under the bill, this same DDS official who
makes the disability determination will simultaneously be making a determination of
whether employment at or above SGA is reasonably possible.

It is well established that the future ability of a person with severe mental illness to work
cannot be predicted through a one-time assessment. This is due in large part to the
episodic nature of severe mental illnesses, which prevents accurate assessment of
employability at a single point in time. Therefore, for persons with severe mental
illnesses, it is extremely unlikely that at the time there is a finding of disability the
individual will reasonably appcar to be able to achieve SGA. Any individuals determined
to be disabled under a mental illness disability should NOT be evaluated at that time for
their ability to work. Rather, the standard should be that they are ASSUMED to be able
to work, and such a determination that they CAN'T should be made after application for
employment services.

Also, SGA of $500 a month at the current minimum wage of $4.75 is achieved at just
over 26 hours per week of work. The bill requires that this level must be maintained for
nine months. This raises the first-time employment standard well above the reach of a
vast majority of the recipients with a mental illness disability determination.

Issue: Milestone Payment System

Under the various proposals for a milestone reimbursement system, as much as two-thirds
of the reimbursement for services occurs AFTER an individual leaves the rolls. This
means leaving the rolls by achieving nine months at SGA income levels. NAMI is
concerned that achievement of SGA as the principal employment milestone ignores the
employment realities for the vast majority of people with severe mental illnesses who are
on SSI and SSDI. As with the vocational rehabilitation (VR) system, this language
relegates any employment outcome that is less than SGA to “failure” status. Yet, we
know that there are many employment outcomes on the way to achieving complete
independence from SSI or SSDI. Many of these employment stops do result in an
individual receiving reduced SSI benefits. To relegate as a failure under the program an
employment achievement that many consumers and families would consider a success
will result in few serious attempts at work and no savings to the system.,

People with severe mental illnesses have long been ill-served by a federal-sate vocational
rehabilitation bureaucracy that creates incentives for counselors to “cream”; i.e., direct
their energies into serving persons with less severe disabilities. NAMI is concerned that a
milestone approach that rewards providers for getting people off the disability rolls will
similarly create incentives for “creaming.”
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NAMI believes that a better approach would be to reward providers for any reduction in
benefits that result from employment, rather than forcing these providers to pursue goals
that simply may not be realistic for persons with the most severe brain disorders. This
alternative approach could be accomplished by splitting the even smaller resulting
savings from employment that is less than SGA between the provider and SSA.

Issue: Medicare Health Care Extension

Under your proposal, if an individual meets the disability determination standards under
SSDI for three months in a row and is eligible for SSDI benefits and has monthly
earnings of at least 160 times the federal minimum wage ($760/month), then he or she
would remain eligible for Medicare for the next five years or until two months before he
or she tums 65, whichever comes first.

As stated above, NAMI considers access to health coverage as possibly the largest barrier
to employment for many people with severe mental illnesses. We applaud your effort to
address this issue in a creative fashion. However, NAMI is also concerned that this
proposed extension of Medicare coverage for SSDI recipients would not effectively reach
many of the current beneficiaries with severe mental illness. Our specific concerns relate
to setting the income level at $760 per month. This is full-time work (40 hours/wecek) at
the federal minimum wage ($4.75/hour). Ending SSDI eligibility for Medicare at
$500/month of SGA will create a $260/month gap. NAMI is concemned about the large
number of people with severe and persistent mental illness as who would fall through this

gap.

Finally, NAMI has had long-standing concerns about the scope of mental illness benefits
available under Medicare. NAMI has longed believed that the scope of benefits available
under the Medicare program is outdated and in need of reform to bring it in line with
recent advances in psychiatric treatment protocols and standards in the private health care
market. We look forward to working with you and your colleague Chairman Bill Thomas
of the Health Subcommittee, to modernize and reform mental illness treatment services
under the Medicare program.

Issue: Employer Tax Credit

This section of last year’s bill creates a tax credit for employees who hire persons
meeting the disability determinations under SSI or SSDI. The credit is equal to the wages
paid to the individual during any eligible month of employment. NAMI strongly
supports efforts to provide private-sector employers with an incentive to hire people with
severe mental illnesses who want to leave the SSI and SSDI rolls. Using the tax code
provides an efficient means of delivering this incentive to the private sector.

At the same time, NAMI is concerned about the definition of eligible months of
employment in last year’s bill; i.e., the first month in which the individual is employed on
a substantially full-time basis at a monthly rate of pay equal to at least 160 times the
federal minimum wage, or $760 per month. This is full-time work (40 hours per week) at
the federal minimum wage ($4.75/hour). Given the employment patterns of people with
severe mental illnesses, how many employers will benefit from this credit?
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NAMI is very concerned that such a definition will result in employment determinations
being made in favor of more employable, high-functioning people with disabilities and
against persons with more severe disabilities. This lack of work history is especially the
case with persons with severe mental illnesses who must overcome the constant barrier of
stigma. In many cases these people, members of our NAMI family, have little or no work
history. This is especially troubling for people with severe mental illnesses such as
schizophrenia, where onset of the disease is typically in late adolescence, long before the
individual has the opportunity to establish a record of employment.

It is interesting to note that while the majority of the people with severe mental illnesses
served by Social Security’s programs are on SSI, a substantial number of people are on
SSDI. This is true even for persons who do not have the requisite number of quarters in
the workforce in cases where they are the adult dependent of a retiree or an adult
dependent of an SSDI beneficiary. Thus, SSDI work incentives are an important issuc for
NAMI families.

Issue: Network Coordinators

Under last year’s bill, “network coordinators” would keep lists of eligible providers and
review such providers based on job placement, job retention, timeliness, cost, etc. NAMI
is very concemned about the impact this might have on the availability of services for
people with severe mental illnesses. A system that scores providers solcly on the basis of
unrealistic assumptions about short-term employment prospects of clients with severe
mental illness could jeopardize the success of innovative prograrms that focus primarily
on this vulnerable population. A better approach would be to measure provider “success”
against other providers on a population-specific basis; i.e., provider A’s success in
serving clients with severe mental illness compared to provider B’s success with the same
population.

NAMI is also concerned about including a requirement that each network coordinator
prepare reports, on at least an annual basis, itemizing specific outcomes and consumer
satisfaction with respect to specific services in a manner that conforms to a national
modgl prescribed in regulation. NAMI applauds the requirement for outcomes to be
measured, in part, by uniform customer satisfaction surveys. We strongly support the
requirement for each beneficiary to be provided a copy of every report. However, we
believe that any reports kept on outcomes and consumer satisfaction that are made
available to the public should be presented in an understandable format that will allow
easy comparison. Such a process should serve to empower consumers and families to
distinguish the populations being served. For example, will consumers and families be
able to determine a providers effectiveness in serving people with severe mental illnesses
as opposed to, say, persons with spinal cord injuries?

Issue: Individual Employment Plans

Last year’s proposal included a number of specific requirements for Individualized
Employment Plans. Specifically, such plans would have required employment
evaluations designed to assess: a) prior work history; b) educational background; ¢)
mobility, cognitive, sensory, and mental impairments and limitations; and d) interests and
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aptitudes and an inventory of the services determined by the network coordinator as most
effective in obtaining employment or facilitating training for employment. The plan
would also identify a) those services that are to be provided by generalists with respect to
all populations and b) those services to be provided by specialists, including specialists in
areas such as mobility, cognitive, sensory, and mental impairment.

NAMI supports requiring that services be provided consistent with an individual’s needs.
However, we are also concerned about whether the requirements above cover all of the
employment-related needs of people with severe mental illnesses. For example, what
about housing, access to medication, and other factors critical to employment success?
NAMI urges that these factors at least be noted, even though they are outside the scope of
the legislation needed to remedy these problems.

Another concern with the structure of any Individual Employment Plan relates to
assessment of employment goals. Last year’s bill would have required the Plan to set
forth specific employment goals that relate to the availability of SGA within the economy
of the region. This requirement excludes consideration of other types of employment,
such as supported employment as a step toward achieving SGA. NAMI is concerned that
the SGA standard may be too high for people with severe mental illness without
recognizing that “employment” should be broadly defined as a success, even if it is not
full-time employment and even if the goal of SGA is not immediately achieved.

Issue: Return to Work Commission

Last year’s bill proposed establishment of a nine-member Return to Work Commission
comprised of political appointees. This commission would be charged with developing a
pilot program within six months. The commission would also be specifically required to
make use of programs and providers participating in Project Network and Projects With
Industries (PW1s). NAMI is concerned that such a short time frame for implementation
of the pilot and specific requirements to utilize the Project Network and PWI models will
give these participants a huge up-front advantage in the program. This will certainty
provide them with a significant advantage in becoming Network Coordinators and
Regignal Administrators.

NAMI’s experience in the current rehabilitation system has led us o the conclusion that
systems such as Project Network and PWI do not have an outstanding record of serving
people with severe mental illnesses and have not worked to integrate their services with
state public mental health systems. NAMI urges that specific language be included that
references providers with experience serving people with severe mental illnesses; e.g.,
psychosocial rehabilitation providers.

Conclusion

Mr. Chairman, on behalf of the NAMI board and membership, I would like to thank you
for holding this important hearing. We look forward to working with you to reform
Social Security’s income support programs and the larger VR system to make them more
responsive to the needs of people with severe mental illnesses, which are brain disorders,
and ensure their long-term financial stability.



255

TESTIMONY BEFORE THE SUBCOMMITTEE ON SOCIAL SECURITY
OF THE COMMITTEE ON WAYS AND MEANS
UNITED STATES HOUSE OF REPRESENTATIVES
JULY 23, 1997
PREPARED BY JERALD L. HURT, PT
VICE PRESIDENT ,
NOVACARE, INC., OUTPATIENT DIVISION

Mr. Chairman and Members of the Subcommittee:

Thank you for permitting me the opportunity to submit this testimony related to the issue
of facilitating the return of disabled persons to the workforce.

Background

I have been a licensed physical therapist for more than twenty years. As a routine daily
task during that time, whether directly as a treating therapist or indirectly as a manager, |
have grappled with the challenge of helping people to overcome physical impairments,
regain the capacity to function and return to productive lives. Restoration of function is
the fundamental objective of physical therapy and other physical rehabilitation
professions. It is the achievement of the ability to utilize remaining functional
capabilities that reduces the impact of chronic disabilities.

[ presently serve as the Vice President of Clinical Services in the Outpatient Division of
NovaCare, Inc. NovaCare is the nation’s clinical leader in physical rehabilitation,
operating 750 outpatient rehabilitation, orthotics and prosthetics, and occupational health
centers nationwide; and managing rehabilitation programs in 1,900 long-term care
facilities. NovaCare is the nation’s largest employer of rehabilitation clinicians with
17,000 employees across 43 states, treating 35,000 patients per day.

Objective

The specific purpose of my testimony is to support the inclusion of the Functional
Capacity Evaluation (FCE) as an essential part of the returmn-to-work process for
individuals who meet the qualifications for payment under the SSDI and SSI Programs.
Additionally, inclusion of a course of restorative physical rehabilitation as an option for
appropriate individuals, as determined through an objective, vaiid and reliable testing
process, is also essential if a return-to-work program is to be as effective and successful
as possible.

The Dilemma

As [ write this testimony, [ am acutely aware that the merits of my arguments and those
of my colleagues will not constitute the sole basis for your final decision, or ultimately,
that of the Congress. You rightfully expect us to present cogent, persuasive information.,
Rather, your final decision will be a function of your assessment of the relative merits of
that which we present, compared to that of other sincere and persuasive positions. Even
in the ahsence of arguments opposing any given nhjeciives, you have limited, finite
resources to allocate. You cannot include everything that has merit.

In fact, the underlying issue of health care reform in general, and of a return-to-work
program in particular, is that hard choices must be made among useful services, and those
choices inevitably deny someone something they truly nced. Instead of “medical
necessity™, health care reform is really a question of “relative medical necessity”. This
presents you a true dilemma, i.¢., what justifiablc and needed services will not be
provided?

It is this inability to include everything that must be one of the most difficult fundamental
tasks you perform as legislators. You must husband the resources of the nation and apply
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them according to the will of the citizens. When it comes to health care, this task is
particularly challenging because the apparent will of a given citizen often changes
dramatically when he or she or their loved ones shift from the status of good health to that
of ill health. The popular concept that there is an inalienable “right to health care” pits
the finite resources of our nation against a literally infinite need. The term “infinite” is
not an exaggeration. Only the achievement of “robust” immortality would reduce the
need. Mere prolongation of life only adds years of individual need to the equation, and
ultimately ends with death and its attendant need for increased resource utilization in any
case.

It is not my intent with this observation to paint current efforts (o reform healih care and
control its costs as either futile or inappropriate. Nor is it my intent o suppose 1 am
capable of telling you your job. Rather, my goal is lo respectully persuade this
committee that it is critically important for you and, indeed, all the citizens of this nation
to acknowledge that it those finite resources are disproportionately expended helping
people survive their spells of illness or injury and too little is left with which to help them
achieve an acceptable quality of life during the balance of their years, then those
resources have not been well allocated. Proper balance between resource allocation for
“lite saving™ intervention and for “quality of life” intervention must be achieved.

In my experience, the preponderance of people have never really thought about (his.
Until, that is, they survive their own incident, thanks 1o the medical skills and echnology
available today, and need help rehabilitating their lives. 1] at that point, the needs exceed
the resources, the unfricndly, unkind aspects of our health care system become apparent.
No doubt this reality formed the basis for the rule in primitive societies that obligated an
individual who saved another’s life to care and provide for that individual henceforth. |
am certain ne one in modern society would consider it honorable to intervene and prolong
a person’s life, only to knowingly abandon them to a life of suffering thereafier. Yet, that
is exactly what we frequently accomplish. We expend heroic eftorts and sesources to
save lives, then fail to provide adequate rehabilitation intervention to enable survivors 1o
achieve and maintain what we would collectively acknowledge as a minimally acceptable
quality of life. Examples of this “unintended consequence” abound in the ranks of the
beneficiaries of SSDI and SS1 support.

Discussion

[ applaud the subcommittee for investigating the potential for returning chronically
disabled citizens to the workforce. [fa program such as the one being contemplated is
successfully implemented, it will address the issue of balance in resource atlocation in a
meaningful way, offering these citizens, whatever the cause of their disability, a
legitimate chance 1o escape dependency and regain a measure of control over their tives.
As an added benefit, from the perspective of responsibly allocating finite resources, a
successful program would also reduce costs, since the climination of the cost of
maintaining a citizen as a dependent of the state should more than offset the cost of
providing the infervention necessary to do so.

One obvious danger in creating such a program is that it might not accomplish its goals.
[ftoo few recipients of support return to the workforce, the benefit of the program
compared to other possible uses of resources would be questionable. Another danger is
that inappropriate beneficiaries might be either granted or denied support as a result of
erroneous criteria for determination.

Tt is to address these dangers that T urge the inclusion of the Functional Capacity
Evaluation and optional restorative physical rehabilitation as essential components of the
program, however it may ultimately come 1o be configured. Doing so will significantly
reduce the potential occurrence of these undesirable outcomes.

An FCE, when properly done, provides quantified, objective baseline information
regarding current functional performance. With this information, all interested parties
can make informed decisions regarding the proper course of subsequent intervention for
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each individual. Without this information, physically restoralive or functionally
rehabilitative intervention of any sort, no matter how skilled, may be inappropriate for the
individual in question. This would inevitably result in unnecessary costs Lo the program
and less than optimal results. With this information, however, individuals can be
efticiently and cost eftectively triaged into programs suited to their needs.

Comparable alternative methods for objectively measuring one’s potential for returning o
work do not exist. Assessment through observation by counselors or self-assessment by
beneficiaries do not provide the objectively quantified measures of an FCE and do not,
therefore, provide a comparable basis for largeted planning. They do not provide the tull
measure of available information that can enable both the disabled individual and the
rehabilitation team members 10 agree on the steps necessary 1o achieve alevel of funclion
commensurate with a viable vocation. ’

This shared agreement between the rehabilitation team members and the disabled
individual regarding his or her potential and the plan of intervention that will achieve that
potential is critical to success. The population in question, by definition, has chronic
disability. In many instances they have multiple disabling conditions. Their return-to-
work will be achieved by enhancing and matching their remaining abilitics with available
vocations, not by etiminating all their disabilitics.

The process whereby those abilities are identified and applied to specitic functional/work
activities must be one which gives the disabled individual a sufticient measure of hope
that he or she is motivated 10 work toward the goal. ‘This, again, is the product of a
properly performed FCE. Specific tasks which can be correlated with components of
specific vocational activitics are done by the individual. Objective measurements are
taken which compare that person’s capacity (o perform the tasks o those required o
succeed on a job.

Analysis of the FCE resulls are utilized (o pinpoint the impairments which are
contribuling to physical perlormance deficiencies, and a determination can be made us 1o
whether the deficiencies may be overcome through various interventions, 1 physical
impairments are targeled tor a course of restorative physical rehabilitation, performance
of an FCE 1hereafier will quantify the outcome of that rehabilitation and either validate
the original determination of potential, or provide an ubjective basis for reassessment.

Speaking as a physical therapist, 1 cannol overstate how important it is for the
client/patient to truly believe that the goals of therapeutic intervention are, in fact,
achievable. Otherwise, it is unlikely that the client will participate fully in the
rehabilitation activities, and success is seldom the outcome. This is the case tor all levels
of injury or dystunction, no matter how minor. H is especially true for cases involving
long term, chronically disabling conditions such as those which define the population
under consideration here. 'Fhe objective information provided by an FCL is the best 100l
available with which 1o convince a person of his or her own potential.

Speaking as a taxpayer, 1 endorse the concept of a staged program of intervention such as
that presented in the testimony of my colleague, Dr. Matheson. I, at any point along the
way toward return-to-work the individual no longer exhibits the physical and behavioral
performance necessary to achieve a viable vocation, he or she must be excluded trom
further participation. ‘The harsh reality is that many motivated individuals will have
disabilities too great 1o overcome. The resources allocated 1o this program must be
reserved for those who can demonstrate its success and justity its continuation tor the
benelit of future generations of disabled persons.

Those of us in the provider community must likewise subject ourselves to standards of
performance that justify our participation in the program. Initial demonstration of
capability may be achieved through meeting criteria established by one or more external
organizations such as CARF (Committee for the Accreditation of Rehabilitation
Facilities), JCAHO (Joint Commission on the Accreditation of Health care
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Organizations), NCQA (National Commission on Quality Assurance) or others which
might qualify for this role. Ongoing demonstration of capability through an accounting
of results must also be included in the structure of the program. Just as an individual
client/patient must continually justify participation by meeting established criteria, so too
must providers justify their ability to participate. Only in this way will the resources
allocated be protected from both abuse and misuse and, ultimately, produce the positive
cost/benetit ratio anlicipated.

Summary

o Implementation of a program to systematically enable chronically disabled
individuals who meet curcent eriteria for SSD1 and SS1 support to return (o e
workforce is an excellent investment of the nalion’s resources.

» Performance of 4 Functional Capacity Evaluation at one or more stages of the
program is essential to provide the information necessary 1o determine the potential
for any individual to succeed and to identify the rehabilitative interventions that are
appropriate in cach case.

o  Many potentially successful individuals will be in need of restorative physical
rehabilitation to ameliorate physical impairments that will otherwise limit their
capacity to function at a level necessary 1o engage in and sustain a viable vocation.

¢ DBoth individuals and providers who participate in the program should be subjected to
ongoing evaluation so long as they continue to be involved.

Thank you.
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