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Executive Summary

We propose three models to demonstrate the feasibility of an early intervention program. Certain issues and problems are common to all of the models. First of all, there are the selection issues. 

Selection

All applicants for Disability Insurance benefits will be screened to determine if they are eligible to receive such benefits and if their application would be allowed if it is processed. Congress inserted such a requirement in the legislation authorizing the demonstrations signaling that it did not intend SSA to become a general rehabilitation agency. Its intent was to conserve trust funds. The idea was to test the proposition that spending funds on applicants to return them to the labor force costs less than would be paid to these applicants in benefits.

To improve efficiency, applicants are subject to a second screen where we select those applicants who are likely to benefit from a return to work program.

Informed choice

Those applicants who survive the two screens are then asked to make a choice. Either they can volunteer for the return to work program or they can choose to have their application for benefits proceed in normal fashion. It is essential that their choice be an informed one and the plan is to brief applicants on what can be expected as a consequence of their choice.

Menu of inducements

To encourage applicants to choose the return to work path, the legislation authorizes the granting of certain benefits. We propose that applicants who choose the return to work route be given an immediate temporary cash stipend fixed at a percentage of the benefits they would have received had their applications been processed and allowed. Such applicants would also receive immediate medical insurance and participation in the two for one demonstration. As they return to the labor market and begin earning wages, their stipends would not be discontinued but would be reduced by one dollar for every two dollars they earned. 

Evaluation

In order to subject this experiment to a rigorous evaluation, applicants who survive the two screens, who have been briefed and have consented to participate will be divided into two groups. One group will be the treatment group and will participate in the return to work program under one of the three models. The other group will be the control group who will not receive any of the services, although they would be free to take advantage of any service they sought voluntarily. The comparison of the earnings and employment experience of the two groups will constitute the basis for the evaluation of the demonstration. 

Organization and administration

The overall administration of the demonstration will be in the hands of an outside contractor who will be responsible for the employment of Return to Work Specialists who will oversee the selection process, the briefing of the applicants and the liaison with the providers.

The three models

In order to demonstrate the variety of ways in which return to work services might be delivered, three different models are proposed. The first of these, the Maximum Return Model makes the fewest changes in the organization of the field offices and the Disability Determination Services. It makes the least demands on field office personnel and utilizes the services of the public Vocational Rehabilitation program. Such a model lends itself to future automation and increased use of the Internet services. 

The Innovative Model takes advantage of the wide variety of service providers that offer aid and advice to job seekers. Providers will be recruited from among One-Stop Centers, mental health agencies, temporary job agencies as well as the traditional rehabilitation providers.

The Contingent Fee Model is patterned after the Ticket to Work program currently being rolled out in demonstration states. It will pay providers only after the applicants have returned to work and have had six months of successful employment experience at a suitable job. Providers will be paid, not according to the expenditures they have made, but a percentage of the benefits that would have been paid to the applicants had they accessed the benefit rolls.

The general philosophy

In each of the models, the providers will be encouraged to work with the applicants’ previous employers and to secure their cooperation in the return to work programs. Also, in each of the models the emphasis will be on job placement and not on any extensive evaluation and retraining efforts.

Next steps

The next steps will be to pilot test the programs. Beginning in the fall of 2002, the models will be tested and demonstrated in three states. The Innovative Model will begin in Vermont, the Maximum Return Model in Maryland and the Contingent Fee Model in Wisconsin.

Introduction

The report begins with a description of how applicants for SSA Disability Insurance are selected to participate in the Early Intervention the program. After applicants are found to be eligible to participate, a number of steps must be taken before applicants can begin their return to work program. First of all, the applicants must volunteer for the return to work program rather than pursue the benefits path. That decision must be an informed one. The choice issue, together with a discussion of the so-called “menu of inducements” constitutes the next section that concludes with a division of accepted applicants into the treatment and control groups.

A short discussion of the organization and administrative issues precedes a description of the three proposed models in the next section. The report concludes with a statement of the general return to work philosophy that governs these demonstrations and a note on the next steps to be taken.

Selection Process

Introduction

The Early Intervention project is designed to offer return to work (RTW) services to applicants for Social Security Disability Insurance (DI) benefits. The authority for offering such services is contained in the Ticket to Work and the Work Incentives Improvement Act (Public Law 106-70). In that legislation, Congress authorized demonstrations in which RTW services would be offered to applicants for DI benefits. For the first time SSA is authorized to work with applicants and need not wait to offer RTW assistance until the applicants qualify as beneficiaries. Another distinguishing feature of the legislation is that the Social Security Administration (SSA) may offer various inducements to applicants to persuade them to attempt to go back to work. These might include temporary cash benefits, immediate medical care and an assortment of miscellaneous benefits.

Applicants must be screened to determine who among them would have a reasonable probability of qualifying as a DI beneficiary. A second selection procedure is carried out to determine who among the probable beneficiaries are suitable candidates for a return to work program. The first selection is mandated by the legislation that speaks of applicants with “impairments that may reasonably be presumed to be disabling.” Inclusion of such a clause in the legislation is evidence that Congress did not intend to turn SSA into a general rehabilitation agency. Services were to be restricted to applicants who would probably end up on the beneficiary rolls without such interventions. Once the group of probable beneficiaries is selected, a second screening process is undertaken to select those applicants who would be good candidates for a return to work program.   
Prior to applying any of these screening instruments, SSA must determine whether the applicant is "fully insured" and "currently insured". These inquiries are designed to test whether the applicant is attached to the labor force and are a legal requirement of this social insurance program. It also must be determined if the applicant is working below the substantial gainful activity (SGA) level, currently $740 per month. Another requirement for receipt of SSDI benefits is that the applicant must have a medically determinable physical or mental impairment which can be expected to result in death or which has lasted or can be expected to last for a continuous period of not less than 12 months. 

For the most part, these are the technical requirements for eligibility--insured status, earnings below SGA and an impairment with a duration of at least 12 months. Once these requirements are met, the applicants are subject to the two screens to determine whether they are probable beneficiaries and good candidates for a return to work program.  

Each of these selection procedures must be done on the basis of information available at the time of application. For the most part, the selections must be done using information that is supplied by the applicant. As the application proceeds such information will be supplemented by medical and hospital records and other data. There is a certain tension here. The longer one waits, the better the information. But the longer the wait, the more we are departing from the objective of serving applicants and providing return to work services before, sometimes long before, the disability decision is made. For the most part, we will be confined to information available at the point of application.

Once the first level selection process is complete, applicants who are designated “probable beneficiaries” will move on to the return to work screen.  The return to work screen will be used to select applicants who demonstrate an ability to succeed in returning to work. The ability to succeed in the early intervention project will be based upon a set of criteria that may include health status, work history and motivational factors, to name a few. The entire early intervention selection process is depicted in Figure 1, Early Intervention Selection Process.

Figure 1. Early Intervention Selection Process
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Probable Beneficiary Selection Process
Literature review   

            David Vandergoot (2001) reviewed the literature pertinent to the development of a screening instrument to identify individuals who are likely to qualify for SSDI benefits. One approach he used was to glean, from existing research literature and claims management data, projections of return to work for those with particular disabling conditions. Both of these information resources will be used to develop this portion of the screening strategy.

He first examined the rate of RTW for persons with disabling conditions that are prevalent on SSDI rolls. The three most prevalent diagnostic categories of current beneficiaries in 1999 were mental disorders (26.8% of total), musculoskeletal (22.8%), and circulatory (11.1%) (Social Security Administration, 2000). Prospective, longitudinal studies of return-to-work outcomes of persons of working age with similar conditions and impairments were identified that included a follow-up point at least 12 months beyond the onset of first treatment, whenever possible. This length of time corresponds with SSA’s requirement that a disability must have lasted or be expected to last twelve months. Studies were selected that included sample sizes of at least 100, unless such studies for certain conditions were not available. The following tables outline key findings by diagnostic categories that fall within the three primary ones mentioned above. 

Table 1.  Mental Disorders

	Psychiatric
	
	
	

	Study
	Condition
	Sample Size
	RTW % (n)

	Simon, Revicki, et. al. (2000)
	Depression
	290
	41%(119)

	Mueser, et. al., (1997)
	Severe mental illness
	130
	25% (33)

	Collins, et. al., (2000)

	Severe mental illness
	147
	52% (77)

	Traumatic Brain Injury
	
	
	

	Study
	Condition
	Sample Size
	RTW % (n)

	Cifu, et. al., (1997)
	Acute care persons employed at time of injury
	132
	37%(49)



Vandergoot concludes that the trend among persons with mental disorders is that a relatively high percentage do not return to work within 12 months time. Thus, if an applicant with such a disorder already exceeds twelve months, or is closely approaching it, such an individual has a fairly good probability of being awarded benefits. Even among those with fewer months since the onset of the disability, half or more are not likely to return to work within twelve months.

In Table 2, Vandergoot summarizes the literature on the RTW experience of persons with musculoskeletal disorders.

Table 2.  Musculoskeletal Disorders

	Back Conditions
	
	
	

	Study
	Condition
	Sample Size
	RTW % (n)

	Atlas, et. al., (2000)
	Herniated lumbar disk
	174
	69% (120)

	Berger (2000)
	Lumbar spinal surgery – single

Lumbar spinal surgery - multiple
	600

400
	29% (174)

5% (20)

	Franklin, et. al., (1994)
	Spinal fusion
	388
	16% (62)

	Glassman, et. al., (2000)
	Spinal fusion
	304
	67% (202)

	Hess, et. al. (2000)
	Spinal cord injury
	1,523
	21% (226)

	Hodges, Humphreys, et. al. (2001)
	
	
	

	Mayer , McMahon, et. al. (1998)
	Spinal surgery – discectomy and fusion
	224
	85% (190)

	Strand, et. al., (2001)
	Low back pain
	117
	50% (59)

	Tomassen, et. al. (2000)
	Spinal cord injury
	234
	37% (87)

	Van der Giezen, et. al. (2000)
	Low back pain (on sick leave)
	298
	66% (198)

	Young et. al., (1994)

	Spinal cord injury
	140
	27% (39)

	Vendrig (1999)
	Chronic back pain
	143
	87% (124)

	Carpal Tunnel Syndrome
	
	
	

	Study
	Condition
	Sample Size
	RTW % (n)

	Shin, Perlman, et. al. (2000)
	Surgery – non surgery
	182
	82% (149)

	Katz, Keller, et. al. (1997)

	Carpal tunnel release
	135
	77% (104)

	Adams (see p. 46)
	
	
	

	Orthopedic
	
	
	

	Study
	Condition
	Sample Size
	RTW % (n)

	DeRoos & Callahan (1999)
	Rheumatoid arthritis
	
	

	Jorn, Johnsson, et. al. (1999)
	Prosthetic knee
	162
	32% (52)

	Livinston, et. al. (1994) 
	Traumatic limb amputation
	28
	50% (14)

	MacKenzie, et. al. (1993)

	Lower extremity fractures
	
	48%

	Straaton, et. al. (1996)
	Arthritis & musculoskeletal 
	216
	24% (51)

	Wolfe & Hawley

	Rheumatoid arthritis
	456
	77% (351)



Vandergoot recognizes a great deal of variability in the RTW of those falling in this category of disorders. Those with multiple spinal surgeries rarely return within 12 months. Only about a fifth to a third with spinal cord injury are likely to return. Two studies of the same disorder, spinal fusion, show greatly divergent results. Those with carpal tunnel indicate about 8 out of 10 return within 12 months. This suggests that there are conditions within this category that are likely to be awarded benefits but that a majority of them will not be clear cut from diagnostic information alone. Persons applying within these categories will likely require additional information regarding severity of condition and functioning.

The third category of prime importance in terms of the number of persons applying for SSDI benefits is circulatory disorders. The literature in this area is summarized in Table 3.

Table 3.  Circulatory Disorders

	Cardiac C
	
	
	

	Study
	Condition
	Sample Size
	RTW % (n)

	Boudrez and De Backer (2000)
	Acute myocardial infarction

Coronary artery bypass
	86

136
	87% (75)

81% (110)

	Froom, Cohen, et. al. (1999)
	Acute myocardial infarction
	216
	69% (150)

	Mark, et. al., (1992)
	Coronary artery disease
	872
	75% (653)

	Mittag, Kolenda, et. al. (2001)
	Myocardial infarction & coronary artery bypass
	119
	62% (74)

	Paris, Woodbury, et. al. (1993)
	Heart transplantation
	250
	45% (113)



The studies of cardiac conditions represented in the table suggest that the RTW ranges from about 6 to 9 out of ten persons with infarctions and coronary artery disease while that for heart transplantations is as high as over 4 out of ten.


For a small number of conditions, the chances are good that an applicant will be awarded benefits. For other conditions, it is unlikely that many will be found eligible. For most of the conditions, supplementary information is likely to be necessary. 

For the most part, this review of the literature is of limited use in the development of a screening instrument to forecast eligibility for benefits. As Vandergoot recognizes, the information at the time of application is limited and the possibility of securing additional useful data in time is not very good.

Methods

Since the search of the literature did not yield any solutions to our problem, we turned to other lines of inquiry. We drew a sample of applications in cases that have already been decided. Confining ourselves to information available at the time of application, we examined the characteristics of applicants who succeeded in getting on the rolls and of those whose applications were denied.

We looked at disability benefits application data collected during 1996 in three SSA field offices – New Brunswick, New Jersey; Portland, Oregon; and Cheyenne, Wyoming. These data did not contain personal identifiers such as the applicant's SSN, name, address and other indicators. We were able to collect data on 548 different applicants from the three offices. A list of the disability application forms is included in Table 4. 

Table 4. Sources of Data

	Title
	1996 Data

	Electronic information, 831
	Determination information

	Disability Report – Field Office, form 3367
	Identifying information, prior filing information

	Disability Report, form 3368 
	1: Information about condition

2: Information about medical records

3: Information about activities

4: Information about education

5: Information about the work performed

6: Remarks

7: Presumptive disability consideration 

8: Functional limitations

	Vocational Report, form 3369
	1: Information about work history

2: Information about job duties

3: Remarks


As shown in Table 4, our data set included demographic, medical, education, and employment history information. Some differences existed in the data available among regions as some regions had adapted forms or collected additional information. Only information that was common to all regions was used. 

We recognized at the outset that we were limited in that we were restricted to information that would be available at the point of application. Two of these readily available variables, age and education, are traditional variables in disability studies. As age increases, the severity of medical conditions encountered increases while the potential for recovery decreases. Also, human capital decreases and adaptability to changes in the labor market lessens. Higher rates of disability insurance application allowances should occur as age increases. 

Given the complexity of the application process, one would expect people with higher levels of education to be better able to successfully navigate the SSA system.  We can test this hypothesis by examining education variables as well as variables that can be used as a proxy for education, including income and type of job. One would expect higher levels of education and income to indicate an increased chance of benefits allowances.  

One obvious area we were seeking to test was whether certain diagnoses result in higher levels of allowances.  National data from the SSA Annual Statistical Supplement, 2000 show that people with mental disorders and musculoskeletal system diseases, as would be expected, given the prevalence of these conditions among the general population, make up the majority of SSDI beneficiaries.   As discussed by Vandergoot and others, 26% of beneficiaries fall under the mental disorders diagnostic group and 21% fall under the musculoskeletal system group (SSA, 2001).  

Other more progressive illnesses may also result in a high percentage of allowances whereas traumatic conditions may result in lower rates of allowances, as the prognosis for recovery may be better.  For example, certain degenerative diseases will certainly meet the criteria for lasting over a year and restricting the ability to work.  Traumatic on-the-job injuries, however, may only result in a limited amount of time off the job.  The diagnosis variables included in our data set will allow us to test these expectations. 

Hospitalization variables will be looked at as well as a measure of the severity of the presenting condition. A higher number of hospitalizations and, in particular, inpatient stays, should be correlated with a greater severity and higher rates of benefits allowances. 

In addition to examining variables relating to diagnosis, we will look at work history to see if there has been a progressive loss of ability to work.  Functional limitations data will be examined as well to determine if persons listing a high number of limitations obtain benefits more often than persons listing a fewer number of functional limitations.  

Taking a quick glance at the composition of our data will illuminate whether or not our expectations are on the right track. Our initial data set was heavily weighted with allowances.  Nationally, approximately 50% of applications are allowed.  To adjust our data set to reflect actual conditions, a random selection was performed to achieve equal numbers of allowances and declines.  The resulting data set of 386 cases included 130 cases from the Cheyenne regional office, 115 cases from the New Brunswick regional office, and 141 cases from the Portland regional office. 

Table 5 depicts the breakdown of cases by age group and demonstrates that, for the most part, allowance rates rise as people age. 

Table 5.  Allowance by age

	Age group
	Total (% of total)
	Denial (% of each age group)
	Allowed (% of each age group)

	     Under 30
	43 (11%)
	31 (72%)
	12 (28%)

	     30-39
	78 (22%)
	50 (64%)
	28 (36%)

	     40-49
	101 (26%)
	47 (47%)
	54 (53%)

	     50-59
	110 (29%)
	41 (37%)
	69 (63%)

	     60-64
	51 (13%)
	22 (43%)
	29 (57%)

	     Missing
	3 (<1%)
	2 (67%)
	1 (33%)

	
	
	
	

	            Tables 6 and 7 show allowance rates are equal among different gender and race categories.  



	Table 6.  Allowance by gender

	Gender
	Total (% of total)
	Denial (% of each gender)
	Allowed (% of each gender)

	Male
	203 (53%)
	101 (50%)
	102 (50%)

	Female
	183 (47%)
	92 (50%)
	91 (50%)

	
	
	
	

	 Table 7. Allowance by race

	Race
	Total (% of total)
	Denial (% of each race)
	Allowed (% of each race)

	     Black
	38 (10%)
	19 (50%)
	19 (50%)

	     White
	325 (85%)
	163 (50%)
	162 (50%)

	     Other
	21   (5%)
	10 (50%)
	11 (50%)

	     Unknown
	2 (<1%)
	1 (50%)
	1 (50%)


Table 8 depicts allowance rates by earnings. Our income data was grouped into five categories, ranging from low to very high, as calculated by SSA. SSA creates the earnings index field using the date of disability onset as the reference point.  Denied applicants are determined to not meet SSA’s definition of a disability and therefore are determined not to have a “date of disability onset”. For denied applicants, the date of filing is used as the reference point. Earnings are then categorized as marginal, low, average, high, or very high according to the procedures outlined below.

· List the earnings for years prior to filing as: 6 5 4 3 2 1 Year of filing (or year of disability onset).

· Drop Year 1 and year of filing earnings from the calculation.  It is assumed that the work effort is curtailed prior to filing and that these would not be “representative” earnings years.

· Take the average earnings of years 2 through 6. 

· Take the average of the national average annual earnings for these years.

Recall that year 1 (2000) and year of filing (2001) earnings are not included in the earnings index calculation. For claims filed in 2001, earnings would be compared to the average annual earnings of 1995 -1999 to create the earnings index.  Average annual earnings are taken from the SSA national average wage index 

(http://www.ss.gov/OACT/COLA/AWI.html).  The five-year average wage for the period 1995 – 1999 was $22,199.  Based upon this average wage, applicant earnings would be designated as one of the following in 2001:

Marginal:  Equal to or less than 2080 multiplied by minimum wage.  (Less than $10,712)

Low:  More than marginal, up to 75% of the national average.  ($10,713 – $20,606)

Average:  Between 75% and 125% of the national average. ($20,607 -$34,344)

High:  Between 125% and 200% of the national average. ($34,345 – $54,951)

Very high: Greater than 200% of the national average. (Over $54,951)

As expected, Table 8 shows that allowance rates increase as income increases and peak at the high-income level. 

We had hypothesized that persons with higher levels of educational attainment would be better able to navigate the SSA system and obtain benefits.  We further thought that education would be closely tied to income so that both higher levels of education and income would increase chances of benefits allowance.  It appears from this data, however, that education is not tied to allowance rates.  The fact that income levels appear to affect allowance rates probably stems from the relationship that income has to the age variable, rather than the education variable.  Persons of advanced age, who also happen to have higher level incomes, have a greater likelihood of allowance.

	Table 8.  Allowance by earnings

	Earnings
	Total (% of total)
	Denial (% of each earnings)
	Allowed (% of each earnings)

	Marginal
	182 (47%)
	112 (62%)
	70 (38%)

	Low
	79 (21%)
	39 (49%)
	40 (51%)

	Average
	59 (15%)
	24 (41%)
	35 (59%)

	High
	46 (12%)
	13 (28%)
	33 (72%)

	Very high
	20   (5%)
	5 (25%)
	15 (75%)

	
	
	
	

	Table 9.  Allowances by education

	Education
	Total (% of total)
	Denial (% of ed level)
	Allowed (% of ed level)

	8th grade or less
	19   (5%)
	7 (37%)
	12 (63%)

	9th – 11th grade
	60 (17%)
	33 (55%)
	27 (45%)

	12th grade
	194 (54%)
	91 (47%)
	103 (53%)

	Some college
	53 (15%)
	27 (51%)
	26 (49%)

	16 yrs of education
	28   (8%)
	13 (46%)
	15 (54%)

	More than 16 yrs.
	8   (2%)
	3 (38%)
	5 (62%)

	
	
	
	

	Table 10 shows the breakdown of allowances by earliest reported body system code. As expected, musculoskeletal, neurological, and mental disorders were most commonly reported. Unfortunately, we were not able to determine the body system in well over half of the cases due to missing data.

	
	
	

	Table 10.  Allowances by body system

	Body system
	Total (% of total)
	Denial (% of each system)
	Allowed (% of each system)

	Musculoskeletal
	49 (13%)
	24   (49%)
	25 (51%)

	Senses/speech
	3 (<1%)
	1   (33%)
	2 (67%)

	Respiratory
	2 (<1%)
	1   (50%)
	1 (50%)

	Cardiovascular
	8   (2%)
	3   (38%)
	5 (62%)

	Digestive
	     4   (1%)
	1   (25%)
	3 (75%)

	Genito-urinary
	1 (<1%)
	1 (100%)
	

	Hemic/lymphatic
	1 (<1%)
	1 (100%)
	

	Endocrine
	4   (1%)
	
	4 (100%)

	Multiple
	1 (<1%)
	1 (100%)
	

	Neurological
	12   (3%)
	9   (75%)
	3 (25%)

	Mental disorders
	15   (4%)
	4   (27%)
	11 (73%)

	Neoplastic diseases
	4   (1%)
	2   (50%)
	2 (50%)

	Immune deficiency
	3 (<1%)
	1   (33%)
	2 (67%)

	Other
	7   (2%)
	3   (43%)
	4 (57%)

	Missing
	272 (71%)
	142 (52%)
	130 (48%)



Table 11 shows allowance rates by number of functional limitations listed. These functional limitations include difficulties in reading, writing, answering, hearing, sitting, understanding, using hands, breathing, seeing, or walking. Allowance rates are higher for applicants who list higher numbers of functional limitations. Note that, as with body systems, a large percentage of our files did not contain information on functional limitations.  The usefulness of this measure will depend on the ability of SSA to have applicants consistently and accurately complete this portion of the applicant forms. 

	Table 11.  Allowances by number of functional limitations

	Number listed
	Total (% of total)
	Denial (% of each category)
	Allowed (% of each category)

	Not completed
	230 (60%)
	116 (50%)
	114 (50%)

	None
	118 (31%)
	63 (53%)
	55 (47%)

	One or two
	32 (8%)
	12 (38%)
	20 (63%)

	Three or four
	6 (2%)
	2 (33%)
	4 (67%)

	
	
	
	


Results

Using allowance for DI benefits, a binary measure, as the response variable, and the available variables such as age, education, diagnosis, earnings, and time between the onset of disability and the date stopped work as independent variables, we constructed a logistic regression to further test our expectations. Each of the five variables listed above is significant at the .1 level of significance. The earnings variable was significant at the p<.0001 level and had a coefficient of .3154. People with higher earnings have a greater likelihood of benefits allowance. The odds-ratio coefficient for earnings was 1.371 meaning that for each movement to the next higher earnings bracket, the probability of DI allowance increases by 37%.  

A variable measuring the presence of mental illness or developmental disabilities was significant with p<.0058 and a coefficient of 1.5956. The odds-ratio coefficient of 4.931 indicates that persons presenting with mental illness or a developmental disability had an odds of allowance almost five times higher than persons without mental illness or a developmental disability. If we had a larger set of data, we would be interested in breaking up this mental variable into its component types of conditions to determine if the severity of different types of mental disorders impacts the rate of allowances. Given the small number of cases we had for each type of mental illness, however, such a detailed level analysis was not possible.  A future examination of specific types of mental illnesses and their relation to allowance rates would be indicated.


The variable measuring the number of functional limitations was significant with p<.0066 and a coefficient of .4749.  The odds-ratio was 1.608 indicating that the marginal impact of an increase by one in the number of functional limitations on the probability of a person’s being allowed for DI is sixty percent. As we expected, a higher number of functional limitations indicated a higher probability of benefits allowance.

Age was also a significant predictor, with a p<. 0117 , a coefficient of .0243, and an odds ratio of 1.025, indicating that persons with higher ages were more likely to be allowed.  An increase in a person’s age by one year increases the probability of allowance of DI benefits by 2.5%.

A continuous variable measuring the time, in hours, between the date the disability first bothered the person and the date the person stopped working also proved important.  This variable had a p<.0801, a coefficient of -.4175, and an odds ratio of .659.  These findings confirm our idea that persons experiencing more chronic types of conditions, as evidenced by a sufficient lag in the time from date of onset until the impairment led to the discontinuation of work, increases the likelihood of being accepted for DI benefits. Persons who experienced more acute conditions and who stopped work on the same date that their disability first bothered them were less likely to be allowed.  


We were planning to select those cases with a 60% chance of allowance or higher for our early intervention project.  Transforming our equation into a probability by using the formula 1/(1 + EXP(-x)) allowed us to examine the probabilities of allowance against actual allowances in our data set.  Four hundred and one cases had complete information and were used in this level of analysis. For those cases with a 60% chance of allowance or higher, 74% were actually allowed.  For cases below 60%, only 42% were allowed.  

Cases achieving a probability of 90% or higher are most likely cases where the ability to return to work is severely limited. Cases scoring in this range probably have a combination of factors that would impair participation in our early intervention project. We therefore would be most interested in selecting in cases with between a 60% and a 90% chance of allowance. These cases were actually allowed 73% of the time.

We translated our results into a format that would be useable at the time of application.  We created an Excel spreadsheet to allow for easy data entry. Claims representatives can gather and enter a minimal amount of information on each applicant and will be able to calculate the probability of an applicant becoming a beneficiary.  

An example of the spreadsheet and instructions for using the spreadsheet are included on the following pages. Applicants receiving a probability of 60% or higher will be considered probable beneficiaries and will be considered possible candidates for return to work programs.  Applicants receiving lower probabilities will be excluded from the study.

SAMPLE PROCEDURES FOR PROBABLE BENEFICIARY SCREENING

Procedures for probable beneficiary screening tool. Claims representatives will fill out the screening tool in Excel. These answers could be obtained from the application forms or from an interview at the time of initial application. Answers to these questions will yield the probability of the applicant becoming a beneficiary.

1.  AGE:  Enter the applicant’s age.
2.  MENTAL: Determine the illnesses, injuries, or conditions that limit the applicant's ability to work. Also list the medications the applicant is currently taking.  Enter a 1 if the applicant states that they have either a mental illness or mental retardation, or if they list medications commonly taken for mental illness (refer to the list of generic names and trade names of psychiatric medications found in the Appendix).
3. EARNINGS:  The data of interest are annual earnings over the last six years.  Disregard current year and last year income. Average the preceding 5 years’ income.

Enter 1 if average annual earnings were less than or equal to $10,712.  

Enter 2 if average earnings were between $10,713-$20,606.  

Enter 3 if average annual earnings were between $20,607-$34,344. 

Enter 4 if average annual earnings were between $34,345 and $54,951.  

Enter 5 if average annual earnings were greater than $54,951. 

4.  DID ONSET OF ILLNESS COINCIDE WITH STOPPING WORK: 
If the onset of the illness was the same date as the date applicant stopped working, enter 1; enter 0 if the dates are different.

5. FUNCTIONAL LIMITATIONS:

Assess whether the applicant has any of the following difficulties.     



Reading 

___

 

Writing  
___

Answering  
___

Hearing

___

Sitting

___

Understanding
___

Using hands
___

Breathing
___

Seeing

___

Walking

___


Enter the number of functional limitations.

PROBABILITY:  A probability will be produced.  If the probability is 60% or higher, the applicant is deemed to be a likely beneficiary. A convenient form for entering these data is reproduced below.

SAMPLE SCREENING INSTRUMENT

	
	
	
	
	
	
	
	
	
	

	
	Early Intervention Screening Instrument
	
	
	

	
	
	
	
	
	
	
	
	
	

	Age
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Mental illness/ dev. dis.
	
	
	(Enter 1 if mental illness/developmental disability, 0 if not)

	
	
	
	
	
	
	
	
	
	

	Earnings
	
	
	

	
	
	
	
	
	
	
	
	
	

	Functional limitations
	
	
	(Enter number of functional limitations, 0 if none)
	

	
	
	
	
	
	
	
	
	
	

	Onset same as date stopped work
	
	
	

	
	
	
	
	
	
	
	

	Probability of becoming a beneficiary:
	0%
	
	
	

	
	
	
	
	
	
	
	
	
	


Return to Work Selection Process

Literature review
Our next task is to select from those who are likely to become beneficiaries the individuals who have the potential to return to work.  David Vandergoot found that this problem had been addressed by the research literature to a much greater extent than the selection of probable beneficiaries. 

The literature sources should be sufficient to detail those factors that influence return to work and the magnitude of each factor that is associated with return. In the main, these factors will be characteristics of the individuals rather than external to them.

According to research conducted by the Menninger Return to Work Center, ten socio-demographic items differentiate long-term disability claimants who return to work from those who do not (Hester, Decelles & Gaddis, 1986).  Known as the Menninger Return to Work Scale, these items include: type of disability (gastrointestinal and musculoskeletal more likely to return); age (inverse relationship); gender (women more likely to return); marital status (single persons more likely to return); education (positive relationship); occupation (managers, professionals, and technical occupations most likely to return); type of former employer (person employed in the public sector more likely to return); residence (living, in a metropolitan area leads to greater likelihood of  return); type of support (receiving other financial benefits generally is related to return to work, except for SSDI recipients, who show a poor return to work rate); and amount of wage replacement (when a worker's wage replacement exceeds 75% of the former wage, return to work becomes less likely). 

Attempts to replicate this scale have not been encouraging. In one study, a substantial percentage of those predicted by it to not return to work actually did (National Institute of Disability and Rehabilitation Research, 1989). 

Another study was done with a sample of SSDI applicants who were interested in receiving vocational rehabilitation services but the scale did not work much better. The mean score of those who returned to work was only three points higher than those who did not return (Olsheski & Growick, 1997). 

The Menninger Scale was used retrospectively to see if it could predict the successful RTW of workers injured on the job (Martin, et. al., 1994). The outcome criterion was not just successful RTW but whether RTW occurred within expected durations. Here too, the results were not as expected. It is obvious that we could not use some variant of the Menninger Scale to select candidates for return to work.

Vandergoot and Gottlieb (1991) compiled a list of variables that have been identified by at least one study as having potential predictive value of return to work. These variables are presented in Table 12.

We briefly summarize some of the studies organized by type of disability. These are studies that use multivariate techniques, fairly large samples of persons of working age (16-65) and have at least a one-year follow up period. 

Table 12.  Factors Related to RTW

	Personal Characteristics
	Life Style Factors

	Age
	Smoking

	Education
	Exercise

	Transportation access
	Use of seat belts

	Proximity to work opportunity
	Level of stress/anxiety

	Number of dependents
	Level of depression

	Health of spouse
	Relationship to physician (if any)

	Proficiency with English language
	

	
	Job Related

	Work History
	Satisfaction

	Extent
	Enjoyment

	Type(s) of job held
	Pay

	Stability with employer
	Opportunities

	Skill level
	Work unit cohesion

	Union membership
	Perception of work conditions

	
	

	Previous Time Off Work
	Social Relationships

	Duration
	With supervisor

	Frequency
	With co-workers

	Reason
	

	Awareness of disability benefits
	Family

	
	Relationship with family members

	Medical
	Occurrence of stressful events

	Status of condition
	Health of family members

	Type of condition
	Experience of family with disability

	Number of conditions
	

	Time from onset to treatment
	Financial

	Prior illnesses/injuries
	Ratio of value of benefits to pay

	Prior disability claims
	Number of benefit sources

	Cooperation of physician
	Type of benefit sources

	Number of physicians involved
	Perception of financial situation

	Initial assessment of physician
	

	Physician’s understanding of EE’s job
	Employer Considerations

	Progress of recovery vs. expected duration
	Disability management capability

	History of substance abuse
	Fiscal health

	Weight
	Commitment to re-employment

	Pain
	Disability reporting system

	
	Organizational health

	Legal
	

	Presence of attorney
	


Summary of specific disability disorder studies
Psychiatric disorders. Mueser et. al., (1997) found measures of behavioral symptoms, particularly measures of affect and thought disorder, along with overall adjustment, to be predictive of work status twelve months after participation in vocational rehabilitation. Collins et. al., (2000) in a study of persons with severe mental illness found a variety of factors that predicted participation in productive activity, including working and attending school. These were: being involved in productive activity at baseline, marital status, regular contact with support networks, presence of financial difficulties, and difficulties completing housework. 

Traumatic brain injury (TBI). Cifu, et. al., (1997) completed a prospective study with persons with TBI but did not conduct a multivariate analysis of their data. Several factors distinguished those who eventually returned to work from those that did not. These were: length of acute hospital stay, severity of injury, and functional status, including behavioral and cognitive.

Back disorders. Trief, Grant and Fredrickson (2000) found that the best predictors of RTW for persons who had back surgery were receipt of disability benefits, presurgical employment, anxiety about pain, and depression. For persons with spinal cord injury four variables were found significant, including years of education, ethnicity, marital status, and degree of motor functioning (Hess, et. al., 2000). These variables were used to predict accurately 81% of RTW after one year. 

In a study completed by Nordin, et. al., (1997) five variables were predictive of RTW. These were abnormal heel walk, self-report of disability, work related injury, prior job exposure to whole body vibration, and strength demands of previous work.

McShane and Karp (1993) studied persons with spinal cord injury. They found that education, motivation to work, social support, and ability to drive one’s own car were predictive of RTW. In one other study of persons with spinal cord injury, only education and functional capacity were predictive of RTW, with an accuracy of 72% (Young, et. al., (1994). 

Atlas, et. al., (2000) studied the relationship of workers’ compensation status to eventual RTW after four years in persons with herniated lumbar disk disease. The findings indicated that predictors of work status included age, perception of general health, and self-reported pain. Being a workers’ compensation claimant was not related to work status. Gevais, et. al., (1991) studied the predictive value of socioeconomic, psychological, and medical diagnoses on RTW over a six-month period of time. The results included these predictors: medical diagnoses (level of lesion), pain intensity, length of inactivity before treatment, negative life changes, and self-efficacy regarding ability to seek necessary support.

Orthopedic disorders. Wolfe and Hawley (1998) found that predictors of work disability among persons with rheumatoid arthritis included self-reported pain, strength level of prior work, gender, rheumatoid factor, education, and a measure of body mass. In another study of persons with rheumatoid arthritis, five factors were found to predict maintenance of work after five years. These were age, number of deformed joints and number of flaring joints, complexity of work tasks, and desire to remain at work. These factors could predict 71% of the outcomes (Reisine, et. al., 1995). In a final study of rheumatoid arthritis, De Roos and Callahan (1999) found these variables to be predictive of work status: age, gender, type of occupation, duration of condition, functional capacity, pain, and feelings of helplessness.

Cardiac disorders. Other studies have looked at predictors for persons with cardiac conditions. In a German study, only three variables predicted RTW, including age, vocational disability as assessed by the physician, and vocational disability as perceived by the person (Mittag, et. al., 2001). These three variables were used to successfully predict RTW in 85% of the cases.  In a study done at Duke University, a variety of predictors were identified. These were age, ethnicity, education, presence/absence of congestive heart failure, presence/absence of vascular disease, activity capabilities, psychological status, and level of job. These were used to accurately predict 86% RTW in a new sample (Mark, et. al., 1992).

In spite of the many variables that seemed to have predictive potential based on earlier studies, prospective studies using multivariate analytic techniques suggest that the range of factors related to RTW is narrower than originally thought. The factors that seem important are: age, recency of productive activity prior to application, length of any hospital stay associated with the condition, especially if it was due to injury, self-reported pain, functional measures, such as those associated with ADL, but also cognitive functioning, exertional level of prior job, and self-expressed interest in returning to work. Most, if not all of these factors, have been measured in self-report format using relatively short, self-administered instruments. 

The research reported above used a variety of instruments, many with known psychometric properties, which fit the self-reported, self-administered format. These can be used as originally designed, primarily in paper and pencil format with little cost. It is doubtful that one set of instruments will be useful across all conditions. A more efficient use would be to tailor a set of instruments for the various broad categories of presenting disabilities. One study done in Ireland was found which compiled a similar instrument for use in screening those with low back pain for risk of not returning to work. A cut-off score was successfully determined (Hurley, et. al., 2000). For those who need accommodations for completing the instruments in this format, they can be administered by interview. Other accommodations, such as Braille or large print versions for those with vision impairments, could be made rather easily. Another approach is to design a new instrument, capturing the essence of the existing instruments, which can be delivered equally as well in a variety of formats. One other possibility is to deliver the assessment through a computer-based software application, which could be delivered by a field office case manager as a guided interview or that could also be self-administered. Branching questions could accommodate the need to tailor the assessment to specific types of conditions. The advantage of this is that built in scoring and reporting features can be programmed, thus yielding immediate results affording an opportunity to quickly proceed to plan development and implementation of early intervention programming should that be warranted.

The paper and pencil instruments are established applications in return to work situations. Computer based assessments that provide immediate suggestions for planning and intervention strategies are not typically used. One has been designed and implemented for application in a short-term disability claims management program. The purpose of this assessment is to identify claimants who present with a variety of issues and non-medical needs. With this assessment, these needs can be addressed by case managers who can assist claimants to return to work. The development of this application was based on similar research as reviewed above. However, since its use was designed for those who were still active employees, some of the predictive factors noted above were not included. Such a modification, however, would not be difficult to achieve.

Many prior studies have found socioeconomic factors to be related to RTW outcomes. Age, gender, marital status and education frequently appear as significant variables in distinguishing those who RTW and those who do not. 

Psychosocial factors  

The researchers use the term psychosocial factors to define those psychological and social motivators in the decision to return to work for persons with disabilities.  These motivational factors are both internal (psychological) and external (social) to the person with the disability.  When taken together with skill level, they account for a majority of the weight given to the concept of placeability in the definition of “work readiness.”  This work readiness is a necessary precursor to Return to Work activities.  (Geist & Calzaretta, 1982).  From the summary of the literature, it appears that psychosocial factors such as motivation are important determinants of success in RTW. Unfortunately, current DI application forms do not collect much useful information on work motivation or other psychosocial states. One possibility for obtaining this information is to develop a brief psychosocial instrument to be administered at the time of application. 

             Researchers affiliated with the Disability Research Institute of the University of Illinois at Urbana-Champaign held several focus groups with disability stakeholders early in 2001 in order to gather a list of client characteristics that might be used to identify applicants who would benefit from early intervention.  In these meetings participants also identified a set of 38 questions that they believed might be useful in identifying individuals motivated to return to work.    

In order to refine this list, case studies were distributed to disability adjudication staff at a state agency. Disability adjudication staff filled out a preliminary psychosocial questionnaire based upon the characteristics of hypothetical applicants presented in each case study. This questionnaire incorporated the 38 questions identified in the focus groups.  For each question the participants were given five possible responses (strongly disagree, disagree, neutral, agree, strongly agree).  These response categories (“Likert-type” items) are commonly used in evaluating psychological states.  (Rubin & Babbie, 1997).  A total of 188 respondents completed the questionnaire.  

A three-level ordinal variable representing the researchers’ a priori assumptions about the likelihood of return to work for each case scenario was added to the observed data set.  To assess the correlation between individual items and the ordinal measure of likelihood of return to work, bivariate correlation coefficients appropriate to the ordinal measures (Kendall’s Tau B) were employed.  The results, presented in Table 13, show that 25 of the Likert-type items demonstrated moderately high correlations with the ordinal ranking of likelihood of RTW assigned to the case studies.  Fourteen of these items correlated positively with the ranking of likelihood of RTW and eleven correlated negatively, i.e., endorsement of these latter items was associated with a lower ranking on likelihood of return to work.  A supplemental analysis using discriminant analysis to assess patterns in the data indicated that there was a possibility that five other variables might also potentially be correlated with RTW.  Items #3, 4, 21, 27, 28, 29, 32, and 38 were then removed because these eight items showed no association with likelihood of RTW using either technique.  Removal of these items reduced the length of the Likert-type portion of the instrument to thirty questions.  Reduction of the number of items is desirable because the goal is to produce accurate predictions of psychosocial correlates of RTW potential while minimizing the applicant’s time and effort to complete questionnaire items.

Reanalysis of the data was conducted with the 8 items removed and factor analysis was employed to explore whether principal components could be identified that might allow further reduction of the instrument.  Factor analysis is perhaps the most common technique for data reduction in attitude surveys.  (Rubin & Babbie, 1997).  Factor analysis is very commonly applied to attitude scores, even when measurement of attitude does not meet assumptions of internal level of measurement.  (Agresti, 1984; Agresti, 1990). Unless the distributions of the variables are strongly non-normal, factor analysis seems to be robust to minor violations of assumptions regarding interval level measurement. 

In this instance, principal component factor analysis with varimax rotation using Kaiser normalization produced seven factors which together account for 64% of the variance in the data.  Seven factors were identified from the thirty items.  Six items loaded heavily on the first factor, which explained the greatest amount of variance.  These items all addressed motivation and willingness to work.  They included (1) agreement with the notion that the applicant could work if the employer modified the job, (2) belief in ability to work if trained for new job skills, (3) disagreement with the notion that the old job was the only possible source of employment, (4) self-reported willingness to work, (5) self-reported willingness to train, and (6) optimistic view toward finding employment given some assistance.  This factor accounted for 29.5% of the variance explained.  

Three items loaded heavily on the second factor, accounting for 9.7% of the variance, and all dealt with stability and satisfaction with former employment:  (1) My last job was satisfying, (2) I was satisfied with my previous job and (3) disagreement with “I have changed jobs frequently.”

Four items loaded heavily on the third factor, which appeared to address negativity and passivity.  They included (1) expectation that trying to work would cause pain, (2) “I don’t have much to say in what happens to me” (a locus of control item), (3) expectation that the disability will worsen and (4) “I don’t have the concentration to hold a job.”  This factor accounted for 6.7% of the variance.  

A fourth factor appeared to include items that addressed a positive orientation toward work as a source of income.  These included (1) disagreement that traveling to a job would be difficult, (2) agreement that there is no family history of applying for SSDI, (3) disagreement that other family members have received government assistance, (4) agreement to “I have been looking for work”, and (5) agreement with “I read, write and speak English well.”  This factor accounted for 5.6% of the variance.  

A fifth factor included heavy loadings only from two medical care questions (1) “I do not know how I could find the time to get my medical care if I had a full time job.” and (2) I am afraid that if I go back to work I will lose coverage for the medical care that I need.”   This factor accounted for 5.1% of the variance.  

A sixth factor reflected non-manual job related skills with heavy loadings from four items (1) I have skills or hobbies that might help me earn some money...”  (2) disagreement with the notion that “I don’t have the training and experience for the kinds of jobs that I could do with my disability.” (3) experience supervising others in the workplace and (4) “I read, write and speak English well.  This factor accounted for 4.3% of variance.  

Finally, only two items loaded on the seventh factor and both related to agreement that the individual had filed a lawsuit.  This factor accounted for 3.8% of the variance.  

 
Ideally, this 30-item instrument should be piloted on a large number of real world applicants, and reanalyzed, before being reduced to a “short-form” of 10 to 15 items.   Data from actual applicants should be used to assess the effectiveness of individual items and factor scores in discriminating between applicants who successfully returned to work and those who did not.  This is the most desirable form of item reduction to produce a brief instrument that could be maximally useful to the early intervention project.

Table 13.  Bivariate Correlations (Kendall’s Tau B) between Three Levels of Likelihood of Return to Work and Individual Likert-Type Attitude Items

	1. Traveling to a job would be very hard
	-.11

	2. If I could work, I would earn more than I would get on disability
	.18**

	3. There are not a lot of good jobs in this town.
	-.04

	4. I’ve worked hard and I deserve to be on disability. 
	-.10

	5. Going to work would just complicate my life.
	-.42**

	6. No one else in my family has ever applied for disability or workers compensation
	 .38**

	7. Trying to work could cause me to have pain
	-.37**

	8. I am needed to care for others at home
	-.35**

	9. I could work if employers would modify the job. (job tasks, work hours, standing, sitting)
	 .28**

	10. I have skills or hobbies that might help me earn some extra money to go with a disability check.
	 .17**

	11. I don’t have the training and experience for the kind of jobs that I could do with my disability.
	 .01

	12. I expect that my disability will continue to get worse.
	-.46**

	13. A disability check is the best way that I can be certain of having a reliable income.
	-.21**

	14. I am afraid that if I go back to work, I will lose coverage for the medical care that I need.
	 .05

	15. I do not know how I could find time to get my medical care if I had a full time job.
	-.26**

	16. My last regular job was very satisfying to me.
	 .41**

	17. I do not want to depend on a disability check for the rest of my life.
	 .36**

	18. Other members of my family have received assistance from the govt, e.g. TANF, public assistance, SSI.
	-.35**

	19. I think that I could find work if I could develop some new job skills.
	 .40**

	20. I don’t have the concentration needed to hold a job.
	-.42**

	21. I cannot work as fast as the other workers
	-.09

	22. I have been looking for work.
	 .18**

	23. I am involved in a lawsuit.
	 .27**

	24. Since I can’t return to my old job, there really isn’t anything else that I could do to make a living.
	-.24**

	25. I want to go back to work.
	 .38**

	26. I would be willing to become involved in training that would lead me back to work.
	 .35**

	27. I think that I could get a job but I don’t know if I could keep it.
	-.05

	28. I could handle a part-time job, but not a full time job.
	-.10

	29. I am angry with my former employer
	 .02

	30. I don’t have much say in what happens to me.
	-.32**

	31. I have supervised others at work
	-.03

	32. I can easily reach my counselor during office hours.
	 .07

	33. I am sure to find a job with some help or vocational rehabilitation.
	 .23**

	34. I read, write, and speak English well.
	 .10

	35. I was satisfied with my previous job.
	 .41**

	36. I have changed jobs frequently.
	-.28**

	37. I have been involved in a work-related lawsuit.
	 .20**

	38. I have been involved in a disability-related lawsuit.
	 .02


** p<.01
Expert panels

 We have been convinced after an examination of the literature that there is no ready-made scale that we could adopt in its entirety to use as the second screen. To help us formulate a new scale or some other method to select candidates and to gain further ideas about the second step of the selection process, expert panels were convened in three locations: Portland, Oregon; Cheyenne, Wyoming; and New Brunswick, New Jersey.  Experts included SSA claims representatives, DDS staff, lawyers, doctors, vocational rehabilitation experts, employers and other SSA staff. A list of participants is included in the Appendix. 

DRI staff and consultants presented an overview of the early intervention project and a discussion of the first selection process. Panel members were then presented with case studies based on SSDI applications filed in 2001. Each of the applicants had passed the first screen and the panel was asked which of the applicants would be a good candidate for return to work. The panel members commented on the usefulness of current data collection and made suggestions for additional pieces of information that could be helpful in the return to work candidate selection process.

In general, the panel members found themselves in agreement that the basic demographic variables were important. They recognized the political sensitivity of screening on the basis of age, for example, but felt that this was an important variable when considered with others. The panel members also recognized the importance of the applicant's physical and mental functioning, the employment history, and above all else, the motivation of the applicant and the desire of the person to return to the labor force.

Applying the variables in public sector agencies and in private sector firms

Although we could not derive from the literature review any scale that could be applied unchanged to the current selection issue, it was reassuring to note that certain of the basic variables identified in the literature have been used as screening criteria in the private and public sector. We present some examples.

The Washington Business Group on Health (WBGH) surveyed major national corporations to determine how they selected candidates for rehabilitation among those employees on a long-term disability (LTD) program. One insurance company sorted its LTD claimants into three categories,

1) “problem employees” who were poorly motivated to RTW;

2) severely disabled persons with extensive service needs due to a condition that had not yet stabilized (reached maximum medical improvement for workers' compensation claimants), the condition was chronic, or the person had progressively diminishing functioning; and

3) a high probability group with strong rehabilitation potential in that they were young, motivated, “blue-collar” workers with musculoskeletal impairments.

Another company used a “three point” check of the primary care physician, the employer, and the LTD claimant to ascertain the appropriateness of a RTW.  The selection criteria used included:

1) medical stability

2) age less than 55

3) severity and nature of the disability (traumatic, musculoskeletal, of recent onset and short duration).

 4) occupation/job description - there is a “white-collar” bias in referrals for VR associated with  transferability of job skills and the ease with which light-duty or a work-site accommodation can be implemented

5) cost recovery criteria, which is obviously related to age

6) job performance - high performers are more likely to be motivated by RTW

7) employee motivation - voluntary aspect of RTW is an indicator.

The selection criteria for suitable RTW candidates currently on LTD at another company were:

1) age

2) education

3) diagnosis - candidates with co-morbidity of hypertension or substance abuse do not make good      candidates, nor do persons with undiagnosed depression

4) training and job tenure

5) functioning capacity

6) financial motivation for RTW;

7) transferability of job skills.  

From these criteria a rating or score is developed.

The company recognized the importance of early intervention. As with other companies, the test of disability for the first few months after onset is the inability to perform the duties of the claimant's own occupation. After a period of time that varies with different companies, the test changes to the inability to perform the duties of any occupation for which the claimant may be suited by reason of training education and other vocational factors.   In the company's view, if a person has reached the “any” stage of inability to engage in an occupation, it is too late.  There was also the feeling that work injury claimants had a better chance at RTW than LTD claimants.  However, as they saw it, anyone with benefit continuation is unlikely to be a good RTW candidate.  

The Oregon Division of Rehabilitative Services provided the results of a small study using nine indicators they used for referring DDS claimants for VR services. 

1) No prior exposure to VR --  (Claimants not closed within last six months)

2) Between 16 and 65 and indicating an interest in working regardless of DI application outcome
3) Claims allowed/continued with medical improvement diaries

4) Individuals with substantive work history or education

5) Individuals who follow through with prescribed treatment/medications

6) Individuals with stable living environment (not institutionalized in correctional facility/mental hospital or permanent nursing home).

7) Individuals having resources for treatment/medications

8) Illnesses considered terminal, but not in less than two years

9) Other reason for referral;

They noted that substance abusers are not usually good referrals unless the substance abuse is in remission and/or the individual is successfully completing a treatment program and remains sober. 

Another Oregon study also reported on the SSA guidelines that direct the DDS offices to consider when deciding to make VR referrals.  These indicators are:

1) age

2) education

3) work history

4) motivation

5) medical severity

6) resources

7) medical status

The Work Life Resource Vocational Rehabilitation Prediction Model developed by David Vandergoot uses 13 binary variables to determine a person’s likelihood of rehabilitation.  A person receiving a score of “0" (out of 13), is considered as having a “low” likelihood of rehabilitation.  Persons with a score of 1-3 have a “fair” chance, 4-7 have a “good” chance, and more than 8 have a “strong” likelihood of rehabilitation.  

The 13 binary indicators of the claimant’s rehabilitation profile are:

1) is between 25 and 44

2) is a family member

3) has dependents younger than 20

4) has only one disabling condition

5) does not have a progressive disability

6) does not have a workers’ compensation claim

7) has completed high school

8) has worked with current employer for one year

9) has worked continuously for the last two years

10) is able to travel independently

11) has a stable medical condition

12) lives in a suburban city/town

13) the claimant’s physician indicates a potential for RTW or has cleared the claimant for part-time work.

Summarizing the findings and applying them to the Early Intervention project

Whether we look at the discussions of the expert panels, the research literature, or the way that public and private agencies select candidates, we are left with a common group of variables. The way that the variables have been used in these agencies and firms is summarized in Table 14.   

Table 14. Listing of variables used to predict likely RTW for presumably disabled DI beneficiaries

	
	Model

	Variable:
	Private Sector LTD
	Oregon DRS
	DDS Screen-in for VR
	Vandergoot
	Psycho-social

	Age
	Less than 55
	16 to 65


	Yes
	Between 25 and 44
	

	Education
	Yes
	Yes
	Yes
	Completed high school
	

	Work Experience
	Training, job tenure & performance

white collar
	Substantive Work History
	Yes


	With current employer > 1 year, continuous work for last 2 years
	Satisfaction and stability of past relevant work

	Transferability of job skills
	Yes
	
	
	
	Adequate skills to obtain work

	Motivation
	Financial, volunteer for RTW
	
	Yes
	Has dependents less than 20, not a WC claimant
	Yes, Willingness to work, positive orientation to money

	Disability Type, Severity
	Traumatic, musculo-skeletal, no co-morbidity or substance abuse
	No sub. abuse,  taking medication, terminal but death onset   > two years
	Medical Severity
	Has only one disabling condition
	Self-efficacy(?)

	Medical Stability
	Recent onset, short duration
	MIP Diaries, have resources for medication
	Medical Status
	Not a progressive disability, stable, Physician OK to work
	Adequate medical care

	Family and/or financial support
	
	Stable living environment & not in an

institution
	Resources
	Is a family member
	Not involved in law suits

	Work Access
	
	
	
	Lives in city/town, travels independently
	


We realize that, in the Early Intervention project, we are operating under certain constraints. For one thing, we are confined to basic information available to SSA at the time of application. Second, we are looking for a scale that can be operationalized without undue difficulties. We seek screening criteria that can be applied consistently and with a minimum of judgment by SSA personnel. 

We start with the variables identified in Table 14, these are:

Age

Education

Work experience

Transferability of job skills

Motivation

Disability type and severity

Medical stability

Family support

Work access.

We would like to use each of these variables but we do not expect to have reliable information at the time of application about work access. We also believe that it would be difficult to make judgments about the transferability of job skills, although we should have information from the work histories about work experience. Also, we should have information about disability type but less reliable information about severity. Family support may be difficult to use, but we can use some gross measures of whether the applicant is part of a family group or not.

If we eliminate work access, job skills, and disability severity, we would be left then with the following seven variables:

Age 

Education

Work experience

Motivation

Disability type

Medical stability

Family situation.

The next problem is to devise a method of operationalizing these variables in an instrument that can be used by SSA personnel. To accomplish that end, we have devised a three-point scale for each variable. A score of “one” designates the least - likely and three being most - likely to return to work.  

Table 15. Scoring the Return to Work Variables

	Variable
	Score

	
	1
	2
	3

	Age
	More than 55
	35-55
	Less than 35

	Education
	Less than 9 years
	Some high school
	High school graduate

	Work experience
	None in last 2 yrs
	Some in last 2 yrs
	Continuous in last 2 yrs

	Motivation
	U. of Illinois scores
	U. of Illinois scores
	U. of Illinois scores

	Disability type
	Severe mental illness
	Circulatory, mild mental illness
	Musculoskeletal

	Medical stability
	Progressive
	Terminal, > 2 yrs life expectancy
	Stable medical condition

	Family support
	Homeless
	Single but self-supporting
	Living with family members


Table 15 shows one possible method of utilizing the three-point scale for each variable. We believe that the criteria are definite enough so that they can be applied by SSA personnel in either the DDS or the SSA field offices. Although the three-point scale is necessarily arbitrary, the variables chosen are based on those discovered in the literature and used in public agencies and private firms. 

We recognize that these variables, their definition and the method of scoring is subject to change as experience accumulates. Since there are seven variables, the scores will range from a low of seven to a high of twenty-one. Our current thinking, illustrated in Table 16 is that a score of 7 would indicate that the applicant would be least likely to return to work. A score of from 8 to 14 would imply moderate likelihood, and a score greater than 14 would indicate that the applicant was a good candidate for a return to work program.

Table 16. RTW Potential

	
	Score
	RTW potential

	
	7
	Least likely

	
	8-14
	Likely

	
	15-21
	Most likely


We should have an excellent opportunity to test the system in the pilot programs that are scheduled to begin in selected states in late 2002 or early 2003. We will keep careful track of the experiences encountered in using the scale and be prepared to modify it and change the scoring as cases are processed.

In the meantime, we would welcome comments on both the first and the second screening criteria. We would hope that further discussion would yield new ideas and we are eager to improve the methods and the criteria we have chosen. The idea of working with applicants rather than beneficiaries is an appealing one. But, if we are to make it work, we must come up with screening criteria that can be applied in the real world of claims processing. It is important to know not only what to do but who to do it to.

An informed choice: SSDI benefits or a return to work program with a package of inducements

Once the applicants have passed the two screens and have been selected, the next step is to consult with the applicants who have been selected to inform them about the choices before them. At this point, applicants would be cautioned that even if they choose the return to work option, they may or may not be chosen for the program. The objective is to allow the applicants to make an informed choice. They can proceed with their application for DI benefits, or they can pursue a return to work program. 

The applicants should be informed that their chances of being approved for benefits are good although by no means guaranteed.  Applicants should also be apprised of the other benefits for which they would be eligible should they be approved for DI benefits. In essence, we visualize a counseling session in which the applicant would have an opportunity to ask questions. As indicated below, we are recommending that such information be given to the applicant by a Return to Work Specialist (RTWS) who would have access to information about DI benefits, possible auxiliary benefits and related matters.


The DI benefit and possible eligibility for other benefits is what the applicants would receive if they chose the benefits route. On the other hand, if they chose the RTW route, applicants would be offered certain inducements as authorized in the legislation.  These would include a temporary cash stipend, immediate medical benefits and participation in the two for one program. Beneficiaries are required to wait 24 months before they become eligible to enroll in the Medicare program. That waiting period would be waived for applicants who choose the RTW program. Also, under consideration, is the possibility of offering applicants Medicaid benefits under the several State waiver programs.

Under the two for one program that would be offered to applicants, if they returned to work and began to earn wages above the Substantial Gainful Activity level, currently $740 for non-blind beneficiaries, they would not lose all of their cash stipend. Instead the stipend would be reduced by one dollar for each two dollars in earnings.


Introducing these inducements complicates matters. It complicates the explanation that applicants must be given if they are to make an informed choice. It also complicates the design of the demonstration since there are multiple ways in which the cash stipends, medical benefits or the two for one can be structured.

Take the matter of a cash stipend. How long should it last? How large should such a stipend be?  Should it be based on a percentage of the applicant’s DI benefits if the person accessed the rolls, or should it be based on a percentage of some average benefit? In either case, what should this percentage be? 

There is no obvious way to decide these issues. The more generous the benefit, the greater the inducement effects. The smaller these stipends are, the less they fulfill the objective of persuading applicants to go down the RTW route. And, of course, the more generous the benefits the greater their cost. Further analysis of these choices is contained in an Appendix to this report.  Here we discuss the choices we have made for the pilot projects, the next stage of the demonstration project.

Timing is crucial. We think of these inducements as being temporary as the applicants engage in a short-term job search under one of the three models. These cash stipends might last for six months or as much as a year. For the pilots, we opt for a duration of one-year for the cash stipends, the medical benefits and the two for one demonstration. Of course, if the applicant gets a job and begins earning wages, the cash stipend would be automatically reduced as wages increased. If wages increased enough, the cash stipend would be reduced to zero and, hopefully, such a good conclusion might come about before the expiration of one year. 

If, after one year, the applicant has not succeeded in returning to the labor market, the cash stipends and the medical benefits would cease and the applicant would have the option of reinstating the application for DI benefits. The applicant’s rights will have been preserved including the date of onset of the disabling condition. The applicant should not have been disadvantaged in choosing the RTW route. Of course, if the applicant is due any retroactive benefits, the amounts paid in cash stipends would be deducted from any sums to which the applicants would be entitled. The RTWS should be knowledgeable about these complexities and be ready to answer any questions that might be asked by applicants. All of this is part of assuring that every opportunity be given for the applicants to make informed choices.

It is possible to set the amount of the cash stipends as a percentage of the average benefit or the benefit to which the applicants would be entitled if they accessed the benefit rolls. The costs for the several alternatives are analyzed in the Appendix to this report. To purposes of the pilot projects, we propose that applicants participating in the early intervention project receive a cash stipend equivalent to 100% of what they would receive in benefits.

The calculation of the specific amount should occasion few difficulties at the local SSA level since this is the usual amount that would be paid as a benefit. This is the most that could reasonably be expected to be paid as the applicant engages in the job search and it provides the maximum incentive for the applicant to participate in the program.

Selecting the control group

Selection of the control group comes only after the applicants have passed both screens and have made the informed choice to participate in the RTW program. It is at this point, that half of the eligible and willing-to-participate applicants must be informed that they will not be chosen for the RTW program. For purposes of evaluating the program, we must randomly assign willing participants to control and treatment groups. By tracking differences in costs and outcomes between the two groups, we can accurately assess the impact of the program. 

Selection of the control group should be done in an impartial neutral manner. There are a number of possibilities. One would be to assign all applicants numbers and then to have the numbers for the control group chosen by some person removed from the selection process.

Members of the treatment group would be obligated to report their earnings. It is expected that such earnings records would also be made available through the providers who are administering the RTW program. In addition, members of both the treatment and control group would have their earnings traced through the quarterly earnings records maintained by the State programs of unemployment insurance. These earnings records are crucial since the evaluation of the program will depend on the differences in the earnings and employment records of members of the two groups.

Once the applicants in the treatment group have been chosen, they would receive RTW services under three different models as set forth in the next sections. 

We begin with the Maximum Return Model and then describe the Contingent Fee Model and finally the Innovative Model.

The Maximum Return Model 

The Maximum Return Model is designed to take advantage of the existing administrative arrangements in the SSA field offices and the DDS and to make as few changes as possible. We label is as the Maximum Return Model since it promises a return without a great deal of investment on the part of SSA in changes in the way business is usually conducted.  We expect that such a model might eventually develop into one that makes use of the Internet and one that would further reduce the role of the administrative personnel at the field offices.  We sketch the outlines of how such an automated scheme would operate but recognize that it is not feasible to adopt it at the present time. 

As we see it, the selection process, the specification of the menu of inducements and the responsibility for the informed choice decision would be in the hands of the RTWS, as in the other models. However, the RTWS would play a minimal role in this model.

The applicants in the treatment group would be referred to the local offices of the public vocational rehabilitation program. The pilot test of this model will take place in the State of Maryland where arrangements have been made with the VR program in that state to accommodate the referred applicants.

Although the details remain to be worked out, it is expected that the referred applicants will automatically be accepted for RTW services and will not be required to pass additional screens before they become eligible for services. It may be that different arrangements will be made in other states, possibly with organizations other than the local VR programs. Such different arrangements would still be compatible with the Maximum Return model. The essence of the model is that the SSA personnel are relieved of much of the responsibility for the RTW program. That responsibility would be shifted to the VR program or to some comparable agency. The agency chosen for this task, be it the VR agency or some substitute organization, would have to agree to the basic rules and philosophy of the Early Intervention program including the emphasis on job placement rather than evaluation and training and the prompt reporting of applicants’ status and earnings.

The exact nature of the RTW services to be offered to the applicant would lie within the discretion of the VR or other agency. The results would be subject to the macromonitoring of the SSA as in the other models.

A Possible Future Development of the Maximum Return Model

It is possible to think of the Maximum Return model evolving into a model that would make maximum use of the Internet and software programs devoted to RTW issues. We especially would want to make use of the Internet information that has been compiled on job openings. We recognize that not all applicants would be able to use the computer software and that we would have to confine its use to those applicants who are comfortable using a personal computer and those who have had some experience accessing the Internet.

Information from the 1996 Survey of Income Program and Participation (SIPP)
 show that 15.7% of the population with disabilities use a personal computer on a regular basis. An additional 24.9% have used a PC but do not now use one on a regular basis.  Nearly 60% have never used a PC. But even here, the information is not entirely discouraging. Of the group who do not use the computer on a regular basis, 27.8% stated that if someone were available to teach them the basics they would be able to use a computer without difficulty, An additional 2.2% stated that they would need special equipment to use a PC and 19.8% said that they would not be able to use a PC.

Respondents were asked if they currently have access to the Internet from their homes. One-fifth, or 20.4% responded that they have access to the Internet from home and an additional 4.7% access the Internet from work or elsewhere. Although these numbers are far less than shown for the non-disabled population, they are encouraging. These are 1996 figures and surely this number is increasing as use of computers become more prominent in the daily life of the population at large. Nonetheless, the probabilities are we are dealing only with a minority of applicants for DI. 

A basic software program that would guide the computer literate applicant through the necessary stages of a RTW program has not yet been developed. 

The argument against investing the funds necessary to develop such a program rests essentially on the small number of users. The case for going ahead with such a program is based on the notion that developments will be rapid in this area and it behooves SSA to be ahead of the curve. Increasingly, job banks where vacancies are advertised can be found on the Internet. Such information is compiled by the US Department of Labor (the EARN program is an example) and private placement firms.

The heart of the RTW program is the job search and here the automated programs have promise. The first step is gather data about the applicant from information in the files supplemented by answers of the applicant to specific  questions. The objective is to gather such information by means of the software program. To illustrate, we are looking for information in at least the following areas:

1. Job experience.

We would like to know what positions the applicant has held and something of the characteristics of the jobs.  Information requested would go beyond the job title and industry and include data about the skills used, the degree of physical exertion, the on-the-job training provided and a host of other factors.

2. Education and Training

In an “intelligent” program, if the applicant had indicated some post-secondary school education the program would probe for details that would be relevant for the RTW experience. In the same way it would seek additional data on any training the applicant may have undergone to discover skills and talents that might be useful in the job search.

3. Attitude and Motivation

Several scales are available that seek to shed light on attitudes toward work and the motivation the applicant has to enter the job market. Applicants will be asked to complete the questions necessary for such scales. Scores would be tabulated and the applicant rated on these factors. Such scores, along with other factor and ratings, would be taken into consideration when the applicant is matched with available job openings. 

4. Preferences and Availability

Applicants will be asked several questions designed to elicit preferences as to the type of position that they are seeking. They will also be asked about other job conditions they believe are essential, desirable or preferred. These might include location of employer, hours, schedule and other job conditions.

5. Job accommodations

Two possibilities emerge here. The applicant could be asked what accommodations, if any, are needed, if any. In a more sophisticated version, the program could suggest the types of accommodations that would be desirable, given the applicant’s functional limitations.

6. A Skills Evaluation

Tests designed to shed light on the applicant’s skills will be administered. These tests may cover areas such as typing, arithmetic, reading, writing, and basic computer knowledge. 

Based on the answers to these and other questions, the applicants would be given a summary statement of their qualifications and their skill levels. If they are deficient in some skill area, they will be directed to a training module designed to remedy the deficiency.


Applicants would then be given a list of possible job openings chosen in light of the applicants’ qualifications, their preferences and constraints and conditions in the relevant labor market.

Applicants would then be advised to choose up to three job openings.  They would then be given further information about the job openings, tips on responding to them, and suggestions for interviews or writing resumes if that is appropriate.

At this point, there are two possibilities. One is that the applicant found a position and the other is that the job search was unsuccessful. In either case, it becomes the obligation of the applicant to notify the RTWS of the result. 

If a position is not found, the RTWS can go over the record. We assume that the RTWS would have access to the same program and screens as the applicant. The RTWS can review the record and then decide what should be done.

In some cases, the RTWS may conclude that not every avenue was explored and the applicant might pursue additional paths and opportunities before abandoning the job search. In other cases, the RTWS may find that everything that can be done has been done and that the applicant will not be successful in the job search. The recommendation to the applicant may be to abandon the RTW route and reinstate the application for DI benefits.

If there is a dispute between applicant and RTW Specialist, that dispute ought to be handled by the Alternative Dispute Resolution system that would be the same as in the other models.

It is commonplace to note that we are living in an electronic age. The Social Security Administration increasingly recognizes the desirability of communicating with its customers via the Internet. Its web site has important information and its E-News is constantly supplying the public with the latest means of accessing the various services it provides. The Maximum Return Model seeks to take advantage of these trends and to use the computer and the Internet to facilitate the RTW process for those applicants who feel comfortable using this medium.

We recognize that the time may not be ripe for the introduction of an automated model although we would endorse further research along these lines. In the meantime, we propose to begin in the pilot project with a Maximum Return Model in which there would be the least change from the existing way of doing business. Insofar as is possible, existing personnel would be used to deliver the necessary services. The RTW services would be delivered by the public VR program or a substitute organization using the rules and the philosophy of the Early Intervention program.  

The Contingent Fee Model

The distinguishing feature of the Contingent Fee Model (CFM) is that all of the risks inherent in the return to work process that are borne by the Social Security Administration are transferred to the provider of the services. The provider is to be paid, only if, and only when, the applicant has returned to work at a suitable job and remains at work for a specified period of time, perhaps six months. At the end of that period, the provider would be paid a percentage of the benefits that would have been paid to the applicant had that person been accepted onto the SSA rolls.

When originally proposed in this project, this model was called the “Early Ticket Model”. The name was taken from the ticket program now being tested by SSA. In this general ticket program for beneficiaries, tickets are given to beneficiaries who may deposit them with a provider who is paid when the beneficiary reaches certain specified milestones, or upon return to work for a sufficient length of time so as to enable the person to leave the rolls. The name change from “early ticket” to “contingent fee” was made to help eliminate confusion between the two plans. In the scheme proposed here, there are no milestone payments. The provider’s fee is contingent upon the applicant’s return to a suitable job for a specified period of time.

Regardless of what the model is called, a central issue is whether SSA can attract service providers who would be willing to take the risks involved. Providers would be called upon to finance any necessary services for the applicant with no guarantee of eventual payment. Such risk-taking is the essential ingredient of any contingent payment plan. In order to be attractive, payments to providers must be large enough to offset the cost of inevitable “failures” in this risky enterprise. 

One can speculate about the responses, or providers might be surveyed to determine their responses, but the real test of the program will come only as the program is put into effect. Once SSA announces the opportunities, then we can determine if any providers will respond. We do suggest one version of the model in which the provider would be chosen prior to the beginning of the model.

It is possible to think of three versions of the model. In each of these, the hallmark is that they are voluntary on both sides. The applicant must be a willing participant of the return to work program, free to drop out at any time. The provider must also participate voluntarily and should be free to drop the applicant as a client at any time. Provisions will have to be made for the settlement of disputes between applicant and provider, or between providers if more than one is involved, can be settled.

Three suggested versions of the basic contingent fee model are as follows:

1. The Open Model

2. The Selected Model

3. The Exclusive Provider Model

We discuss each of these in turn.

As the name implies, in the open model version, the field is open to a wide variety of providers. These might include the public VR program, traditional rehabilitation providers from the private sector, insurance carriers, mental health agencies, law firms, independent living centers, employers and employer groups, or any other types of enterprises that might become interested in RTW programs. Only minimum requirements would be placed on a firm or entity before they would be allowed to become providers. They may have to assure SSA of their adherence to some accepted business practices.


The idea behind the open model is to create a market whereby a number of providers would vie for the business of serving the applicants. Such a model presupposes that the applicant has enough knowledge to deal intelligently with the providers, perhaps with the aid or advice of some consumer advocacy group. Such a group might advise the applicants which of several competing providers to choose as providers detail their plans for the return to work of the applicant.

The model assumes that the applicant has something of value that might be attractive to the provider. If the applicant gets a job and stays off the rolls for the specified period of time, the provider would reap a reward that would continue for some years so long as the applicant stayed off the beneficiary rolls. If the incentive structure were constructed in a proper manner, it might be that providers would advertise for applicants in much the same way that lawyers now advertise that that they can help the applicants be successful in their quest for benefits. 

In this open model, applicants who meet a standard of a high probability of becoming beneficiaries would be allowed to become their own providers. Obviously, there are issues here of induced entry and we propose that only applicants who meet a higher standard, in this case a higher probability of becoming beneficiaries, be allowed to be their own providers. Applicants may be subject to a different payment schedule than the providers.

Such a model would work only if the response from the provider community were sufficient so as to assure a large number of providers competing for the attention of the applicants. The one sure way to find out if the market for such services is there and if providers would respond, would be to institute the program and see if anyone responds. There is very little to lose if the response is inadequate and a valuable lesson will have been learned. 

If the response were inadequate, it would be feasible to survey the possible providers to determine if some alteration in the proposed compensation or some other aspect of the plan would make a difference in their decision not to participate.

In the selected model version, the market for providers would not be as wide open as in the open model version. In this selected model, SSA would issue a Request for Proposals in which the specifications for eligibility to become a provider would be detailed. The obvious advantage of such a model is that SSA administrators could limit the providers to those who traditionally have provided such services, or they could open up the field in selected areas. As an example, perhaps they could encourage non-traditional providers in the mental illness or mental retardation areas if they felt that this was an area that needed attention. Once selected, the providers would operate in much the same away as in the other version of the model. Payments made to them would be on a contingency fee basis payable only if and when the applicants resumed work at a suitable job. 

The third version of the CFM would be the exclusive provider variant. In this version, the SSA administrators would select a single provider who would have exclusive rights to all cases in a particular area or region. The advantage of such a model is that the provider would have quite a good idea of the potential market. Also, the provider would not have to worry about competition from other providers. Presumably, such an advantage would enable the provider to write a business plan with a greater degree of certainty than would be the case in the open or selected versions of the model. The size of the area or region in which the provider would operate could be the subject of negotiations between SSA and the provider. Some providers might be interested in the exclusive rights to a relatively small area or region. Another might be attracted only if the region were larger. A mixture of sizes could be proposed to meet the differing business plans of different providers. 

We recommend that the grants of exclusivity be made for a period of five years subject to renewal if the necessary standards of performance are met. As with each of the models, the demonstration and experiment would be subject to rigorous evaluation. Sufficient results should have been accumulated in the five-year period to make valid judgments about the provider’s performance. 

The advantage of the exclusive model version is that such a version makes it possible to negotiate for a provider before the program is put into effect. The basic disadvantage of having only a single provider is that the applicant would have no choice among providers and would have to accept the program offered by the exclusive provider or not participate in the RTW program. However, the applicant would not be without a modicum of bargaining power. The provider would be interested in increasing the number of cases since the only chance to make money and cover expenses comes from the eventual payoffs if the applicants return to work. 

Contingent Fee Model

	Version of model
	Provider selection
	Advantages
	Disadvantages

	Open
	Any providers that meet minimal requirements
	Most power to applicants.  Comes closest to market system.
	Field may be open to inexperienced and untried providers.

	Selected
	Providers are selected after SSA issues an RFA
	SSA can choose providers that meet its requirements.
	Innovative and non-traditional providers may be excluded.

	Exclusive
	Single provider to serve an area or region
	Best chance to attract a reliable provider
	Least power to applicants.


For the pilot projects, we propose that we use the selected version of the model. This version lacks the full market flavor of the open model, but it does have the advantage of SSA knowing in advance the number and types of providers that would be available. In certain geographical areas, it may be feasible to test the exclusive provider version. There seems little doubt that the primary problem with the administration of any sort of plan that pays providers on a contingent fee basis, is the uncertainty about whether providers will respond to the incentives offered by the plan. The exclusive provider version might prove attractive to some providers.  It would be useful to gauge whether that plan draws providers who were not interested in the other versions of the model. 

Under the CFM, the amount and type of services would be determined by the applicant and the provider with minimal interference from SSA.  Since the provider is not being paid according to the services rendered, there is no need for detailed audit of the provider’s expenditures. If the applicant returns to a suitable job, then the provider would be paid a sum that would be related, not to the expenses incurred by the provider, but to the cash benefit that would have been paid to applicants had they succeeded in accessing the DI rolls. The principle here is clear. It is an outcomes-based payment, payable only if and when the applicant is placed in a suitable job.

The test of the adequacy of the payment to the providers is whether the payment is large enough to attract a sufficient number of providers who are capable of providing applicants first-rate RTW services. There are several ways in which the providers can be paid. The value of the amounts to be paid to providers is determined by the amount and frequency of individual payments and the length of time over which such payments are made. 

We know from past experience with beneficiaries that persons who return to work may work for a time and return to the benefit rolls. Consequently, it would be prudent to pay providers retroactively. One possibility would be to pay at six-month intervals, based on the earnings record of the applicant during that period. Applicants’ earnings record would reflect their employment experience during the six-month period.

If the applicant drops out of the labor force for a period of time, or is unemployed for some period of time, the providers’ payments would be adjusted accordingly. No payments are made to the provider until after the expiration of successive six-month periods and after SSA has examined the employment record during that period. The responsibility for reporting the earnings record should rest with the provider, subject to audit.

Several choices present themselves when it comes to the calculation of the monthly amount. One method, used by the current Ticket to Work program, would be to pay providers a percentage of the average benefit paid to current beneficiaries. Another method would be to pay according to the benefit that would have been paid to the individual applicant if the person accessed the rolls.

Either method would work. We recommend that the calculation be based on the individual applicant’s record. Although such calculations are more complex from SSA’s point of view, they should present few difficulties since the Primary Insurance Amount is known at the time of application. 

Once the decision is made to pay providers according to the applicants’ potential benefits and to pay at six-month intervals, the next issue has to do with the percentage of the benefit to be paid to the provider. The higher the percentage, the greater incentive the provider has. Of course, the higher the percentage, the greater the cost to SSA. These incentive and cost issues are affected not only by the percentage amounts but by the length of time the payments are to be made.

We are recommending that we offer to pay providers at each six-month interval, 65% of the benefit amount that the applicant would have been paid had they accessed the rolls and to continue such payments for a period of ten years. It goes without saying that the payments are contingent on the applicant remaining on the job and off the rolls.  One advantage of the pilot projects, and even the demonstrations, is that we will have the opportunity to gauge the response of the providers to this level of incentives and to change one or more of the parameters, if necessary.

From SSA’s point of view, the big advantage of the Contingency Fee Models is that they involve no outlays of funds to finance the return to work programs of potential beneficiaries. Although, as with the other models, SSA will pay for temporary cash stipends and medical care, any expenditures to finance training or other expenses of the return to work program rests with the provider. Traditionally, rehabilitation of disabled workers has been sold on the grounds that it is a cost beneficial process yielding returns far greater than the outlays. The Contingency Fee Models gives us an opportunity to test that proposition. If rehabilitation is such a good deal, why not entrust it to the private market and let those who are successful reap the rewards.

As we have stated, if the CFMs are to work, the first task is to convince providers that it is a good business proposition. Something more than the cost parameters are involved here. It should be possible to make the proposition as attractive as possible to providers without lessening any of the rights of the applicants.

For one thing, providers should be allowed to choose the applicants they seek to work with.  We would expect providers to compete for the attention of those applicants who have the best chances of returning to the labor market. Since all applicants in the treatment group are potential beneficiaries, all would qualify as being severely disabled. There should be no “cream” in this group. There should be no easy cases to be skimmed off the top.

Nonetheless, the whole idea of prioritizing clients in some fashion may occasion protests from advocacy groups.  It is because of that possibility that it is recommended that the issue be faced at the outset. Information about characteristics of applicants without disclosure of names should be circulated to providers who should be given free rein to select the applicants they want to work with. An expected result would be that several providers might pursue some applicants while other applicants may be ignored. Such a result is an inevitable consequence of a free market.

In similar fashion, some providers may offer more or better services than others. Some firms may be swamped with applicants wanting to work with them to return to work while other providers may be ignored. 

This is an area where more experience is desperately needed. If experience is accumulated and it turns out that some applicants have inordinate difficulty in finding providers, then the idea of differential provider rewards tailored to the characteristics of applicants might be considered. Until we have such experience under our belts, our recommendation is that we stick with uniform payoffs to providers no matter what the characteristics of the applicants.

The important thing is to let the market work and not to burden the process with anything except the most minimal of rules and regulations. Admittedly, the exclusive provider model would work differently. Since the exclusive provider would have a monopoly position, it would be necessary to have an agreement between the provider and SSA. Such an agreement would cover the provider’s obligation to accept applicants, the types of services that would be offered and perhaps other aspects of the relationship between applicant and provider. Even in this monopoly situation, the objective should be to keep regulations at the minimum.

The Innovative Model
The distinguishing feature of the Innovative Model is the role played by a wide selection of private sector providers. Although nothing in the model precludes the participation of the VR program, the model features private sector organizations. These would include traditional rehabilitation but the intention is to attract other organizations that may have a variety of methods and ideas about how to return workers with disabilities back to work. 

The emphasis in all of the models, but especially in the Innovative Model, is to get the worker back to the job in the quickest, least expensive way. No long-term retraining programs or extensive educational programs are contemplated. The emphasis is on job placement in light of the employee’s residual functioning capacity. 

In advertising for the services of these providers it should be emphasized that SSA is looking for firms and organizations with innovative ideas about approaches to employers, or about equipping employees with the appropriate job-seeking skills. Formal credentials and certifications should be of secondary importance. Obviously, there are risks present here but these are inevitable in schemes that seek to break new ground. Persons and organizations seeking to become providers should be required to demonstrate that they are financially responsible but they should not be required to show substantial experience in traditional rehabilitation fields.

Providers are to be paid on the basis of services performed although this should not preclude the award of bonuses to providers upon successful return of applicants to suitable jobs.

If the search for providers is successful, SSA should have a list of providers, their locations and a description of their capabilities and preferences as to serving applicants. Some of the providers may wish to restrict their services to a narrow locale, others may prefer to serve only applicants with mental illness or some other particular diagnosis.  

The Innovative Model requires management on the part of the SSA. In the next section we recommend that the managerial function be handled by an entity we will call the Administrator. It is important that the Administrator know not only the claimed expertise of each provider, but also the providers’ capacity to serve applicants. Some providers may be quite small and capable of working with only a few clients at a time; others have much larger capacities. Given the rather tight time constraints, it is important that once an applicant is referred to a provider, that the provider should be equipped to provide services promptly. 

The RTWS should, at this point, know the applicant who has been through the selection process and who has made the informed decision to choose the RTW route. The RTWS also should have available a list of the providers together with information about their location, capabilities and preferences.  

The RTWS should go over the list of possible providers with the applicant and, together, they should choose a provider. The RTWS should then call or E-mail the provider to ascertain their availability and willingness to provide RTW services promptly to the applicant. If the answers are positive, the referral is made. 

It now becomes the responsibility of the provider to inform the RTWS about contacts with the applicant and the progress that is being made in getting the person a job. Such a report should normally include the contacts made with the last employer and the prospects for employment there, or the reasons why such contacts were not made. It should include other contacts and services provided to the applicant. 

Such services are to be billed to SSA and it is the responsibility of the RTWS to approve such payments. In any rehabilitation scheme, this is an inherently difficult area. Obviously, it is an area that requires rules and regulations, but it is also obvious that if the rules are too rigid and complex, they can stifle the initiative and ingenuity that is the heart of the Innovative Model.  There are no ideal solutions to this problem. 

One approach would be to adopt general rules at the outset allowing the provider to provide routine and less expensive methods without prior authorization and to require prior RTWS approval for others. As the RTWS works with providers and gains confidence in their judgments, these limits could be expanded.


The RTWS has few guides to work with as this monitoring process goes on. In general we would not expect to spend more on RTW services and associated costs than the present value of SSDI benefits that would have been paid to the applicants if they became beneficiaries. In a sense, this is the maximum expenditure that ought to be made, and, in practice, this amount ought to be reduced to cover the costs of persons who are given services and who do not return to work.  

It should be possible for the RTW personnel to have access to this  “maximum expenditure formula” and to use it as a guide. The RTWS is working within the formula and recognizes that the amounts expended on the applicant should not be exceeded.  That amount includes the costs of the menu of inducements as well as the amounts expended in the RTW process.  

Under the Innovative Model, given these constraints, the costs of accommodation undertaken by the employer could be compensated. If, after investigation, the provider decided that such an accommodation was necessary, and, for one reason or another, the employer was unable to pay for such accommodation, that expense could be paid for by the provider. Obviously, such an expenditure would be subject to approval by the RTWS.

As sketched here, the RTWS has a great deal of discretion ranging from the choice of provider, approval of services, to deciding when a provider should be relieved of the task of providing services. Such a scheme can work only if it is closely monitored. 

Our goal is to have an adequate system of controls without having the RTWS micromanage the individual return to work program of the applicant. The objective always is to encourage innovation and to allow the service providers to experiment with new and different systems to deliver the requisite services. 

We propose a system of “macromonitoring” where the performance of providers is judged on the basis of the record that, in these cases, would be their record in returning applicants to the job. Less attention would be paid to the individual case, less attention would be paid to what was done for the applicant or the range of services offered to the applicant, than would be paid to the results. How many applicants got jobs and in what kind of jobs were they placed? 

All this is not to say that providers would not be required to submit routine reports on a periodic basis. Such reports would be necessary to support the payments made to providers to reimburse them for the services provided. But providers would also be required to submit periodic reports on the placements made, the earnings of the worker, the type of position and the costs incurred in the placement process. A sample of these reports will be audited and their accuracy will also be checked with the applicant. It is from these reports that placement ratios, cost benefit data and other measures can be calculated. 

These macromonitoring reports will be compiled by the research and analysis unit. This unit will be a part of the evaluation unit and will be located at the SSA central office in Baltimore. These reports will be transmitted to the RTWS who will be expected to act on them. Providers with poor records will be asked to withdraw from the program and providers with above average records will be encouraged to expand their services.

These records will be analyzed by the research and analysis unit and will form the basis of reports to the Administrator and to SSA. Although this program will have been through a pilot stage and then a nation-wide demonstration before it is implemented in all offices, it still should be considered an experimental program and every opportunity ought to be taken to improve the way that it is administered. These reports, based on ongoing experience, should be the basis for recommendations for change.

The Innovative Model shares with the other models the basic philosophy and belief that there is no one ideal method of returning applicants to the labor market. Since no one has a monopoly on the truth in this area, there is every reason to try different ways and to allow persons and organizations with new ideas to try them out. The rights of the individual must always be rigorously guarded but it must also be recognized that any change in status carries with it some risks. These may well be risks worth taking since the rewards are great. Everyone wins if the applicant can be placed in a suitable job rather than having to exist on benefits.

Organization and administration

Although there will be differences among the models, for each of them there is the need for an administrative framework. For purposes of this demonstration project, we propose that SSA enter into contractual arrangements with a suitable organization to administer the operations of the several models. The two principal duties of the organization that we will refer to as the Administrator would be to exercise general supervision of the process and to employ and supervise the Return to Work Specialists  (RTWS) stationed at the field offices.

The RTWS administers the screening process, explains the menu of inducements to the applicants and is responsible for assuring that applicants make informed choices. Once all the preliminary steps are out of the way, the RTWS acts as the liaison between the applicant and the providers.

The Administrator would be responsible for the overall administration of the RTW program under each of the models. The Administrator would recruit the providers under the Innovative Model and the Contingent Fee Model. The Administrator would act as liaison with the public vocational rehabilitation program in the administration of the Maximum Return Model.

The Administrator would be involved in the settlement of disputes that inevitably will arise. These may be disputes between providers, between provider and applicant, between provider and SSA, or between any of the players in this RTW scheme. It is essential that some method for the speedy equitable resolution of such disputes be put into place. Here is an area where rules and regulations must be put into place so that the respective roles and responsibilities of each of the parties are well understood. With that in place, we recommend that a system of Alternative Disputes Resolution (ADR) be put into place. 

The American Arbitration Association or some similar organization could administer such a scheme. A panel of neutral arbitrators would be established subject to call and mutual choice of both parties to the dispute. Proceedings would be informal and decisions expected within a thirty-day period. Decisions would be final and binding and not subject to appeal except in the cases of fraud or similar grounds. The details of such a scheme would have to be worked out but some such plan would facilitate the operations of the RTW program.

Evaluation

The details of an evaluation plan will be the subject of a separate report. The evaluation will center around the differences in the employment and earnings experiences of the members of the control and the treatment groups. The evaluation plan will be concerned as well with the quality of jobs. 

In the Contingent Fee Model, it is essential that there be some definition of what constitutes a suitable job. We propose that we should consider as suitable, a job that pays at least 10% above the SSDI benefit rate. We choose the benefit rate, the amount the worker would receive if the application for DI were successful, as the target. In the S.L. Start projects, referred to above
, the target was a job that paid at least at the Substantial Gainful Activity (SGA) level. Currently SGA is set at $740 per month for non-blind beneficiaries and $1,170 for blind persons. These amounts approximate the average benefit level but may be less than the worker would receive if on DI benefits. We opt for the ten percent differential on the grounds that this is a minimum amount that is intended to compensate for occupational expenses such as transportation to work, work clothes, food expenses and the like.

It is expected that comprehensive evaluation reports will be written at periodic intervals.

A Concluding Note

This report is intended as the design report on early intervention. It does not purport to lay out the details of each model as obviously must be done in some statement of work. Its intent is to set forth the design of the selection procedures, the steps that must be taken to assure an informed choice and some notion of how the several models might operate.

One of the advantages of working at the design stage is that none of the decisions about the model have yet been set in concrete. Opportunities for discussion and possible change abound. Our exploration of the issues as we sought to design the demonstration convinces us of the complexities of the choices before us. To facilitate discussion, we have proposed ways to choose the control group, methods of compensating providers or ways to devise the payment schemes to applicants. Our choices were made after careful consideration of the alternatives, but with full recognition of the fact that other choices were also plausible. In some cases, there are cost issues and aspects of these cost factors are discussed further in the Appendix to this report.
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APPENDICES

APPENDIX  A

PSYCHIATRIC MEDICATIONS

Alphabetical Listing of Medications by Generic Name 

Source:    http://www.nimh.nih.gov/publicat/medicate.cfm#index 
	A 
alprazolam (Xanax) antianxiety 

Amitriptyline (Elavil) antidepressant
amoxapine (Asendin) antidepressant

B 
bupropion (Wellbutrin) antidepressant
                buspirone (BuSpar) antianxiety 


C  
carbamazepine (Tegretol) antimanic 

Clorazepate (Azene, Tranxene) antianxiety 

Chlordiazepoxide (Librax, Libritabs, Librium) antianxiety 

Chlorpromazine (Thorazine) antipsychotic 
chlorprothixene (Taractan) antipsychotic 
citalopram (Celexa) antidepressant 

Clomipramine (Anafranil) antidepressant 

Clozapine (Clozaril) antipsychotic

D
d-amphetamine (Dexedrine) stimulant 

Desipramine (Norpramin, Pertofrane) antidepressant

Diazepam (Valium) antianxiety 
divalproex sodium (Depakote) antimanic

doxepin (Adapin, Sinequan) antidepressant
 

F
fluoxetine (Prozac) antidepressant
fluphenazine (Permitil, Prolixin) antipsychotic 
fluvoxamine (Luvox) antidepressant

H
halazepam (Paxipam) antianxiety 

Haloperidol (Haldol) antipsychotic 

I
imipramine (Tofranil) antidepressant
isocarboxazid (Marplan) antidepressant 

L
lithium carbonate (Eskalith) antimanic 
lithium carbonate (Lithane, Lithobid) antimanic 
lithium citrate (Cibalith-S) antimanic 
lorazepam (Ativan) antianxiety 

loxapine (Daxolin, Loxitane) antipsychotic 
 

M 
maprotiline (Ludiomil) antidepressant 

Mesoridazine (Serentil) antipsychotic
methylphenidate (Ritalin) stimulant 

Mirtazapine (Remeron) antidepressant 

Molindone (Lidone, Moban) antipsychotic 


	N
nefazodone (Serzone) antidepressant
nortriptyline (Aventyl, Pamelor) antidepressant
O
olanzapine (Zyprexa) antipsychotic 
oxazepam (Serax) antianxiety 

P
paroxetine (Paxil) antidepressant 

pemoline PRIVATE "TYPE=PICT;ALT=Alert"(Cylert) stimulant 

perphenazine (Trilafon) antipsychotic
phenelzine (Nardil) antidepressant
pimozide (Orap) antipsychotic 
prazepam (Centrax) antianxiety 

protriptyline (Vivactil) antidepressant 

Q  
quetiapine (Seroquel) antipsychotic 

R
risperidone (Risperdal) antipsychotic 

S 
sertraline (Zoloft) antidepressant

T
thioridazine (Mellaril) antipsychotic 

thiothixene (Navane) antipsychotic 
tranylcypromine (Parnate) antidepressant
trazodone (Desyrel) antidepressant triflupromazine (Vesprin) antipsychotic  
trifluoperazine (Stelazine) antipsychotic 
trimipramine (Surmontil) antidepressant


V
venlafaxine (Effexor) antidepressant


Alphabetical Listing of Medications by Trade Name

Source:    http://www.nimh.nih.gov/publicat/medicate.cfm#index
	A
Adapin (doxepin) antidepressant 
Anafranil (clomipramine) antidepressant 
Asendin (amoxapine) antidepressant 

Ativan (lorazepam) antianxiety 
Aventyl (nortriptyline) antidepressant 

Azene (clorazepate) antianxiety 


B
 BuSpar (buspirone) antianxiety

C
 Celexa (citalopram) antidepressant 

               Centrax (prazepam) antianxiety 

               Cibalith-S (lithium citrate) antimanic 

Clozaril (clozapine) antipsychotic 

Cylert (pemoline) PRIVATE "TYPE=PICT;ALT=Picture of a symbol indicating a alert"stimulant 

D
Daxolin (loxapine) antipsychotic 

Depakote (divalproex sodium) antimanic 

Desyrel (trazodone) antidepressant 

Dexedrine (d-amphetamine) stimulant 

E
Effexor (venlafaxine) antidepressant 
Elavil (amitriptyline) antidepressant 
Eskalith (lithium carbonate) antimanic 

H
Haldol (haloperidol) antipsychotic 

L
Lidone (molindone) antipsychotic 

Lithane (lithium carbonate) antimanic 
Lithobid (lithium carbonate) antimanic 

Loxitane  (loxapine) antipsychotic 
Ludiomil (maprotiline) antipsychotic 

Luvox (fluvoxamine) antidepressant 

M
Marplan (isocarboxazid) antidepressant 

Mellaril (thioridazine) antipsychotic 
Moban (molindone) antipsychotic

N
Navane (thiothixene) antipsychotic 
Nardil (phenelzine) antidepressant 
Norpramin (desipramine) antidepressant


	O
Orap (pimozide) antipsychotic 


P
Pamelor (nortriptyline) antidepressant 
Parnate (tranylcypromine) antidepressant
Paxil (paroxetine) antidepressant 
Paxipam (halazepam) antianxiety 

Permitil (fluphenazine) antipsychotic 

Pertofrane (desipramine) antidepressant 
Prolixin (fluphenazine) antipsychotic
Prozac (fluoxetine) antidepressant 


R
Remeron (mirtazapine) antidepressant 
Risperdal (risperidone) antidepressant 

Ritalin (methylphenidate) stimulant 

S
Serax (oxazepam) antianxiety 
Serentil (mesoridazine) antipsychotic 

Seroquel (quetiapine) antipsychotic 
Serzone (nefazodone) antidepressant 
Sinequan (doxepin) antidepressant 
Stelazine (trifluoperazine) antipsychotic 

Surmontil (trimipramine) antidepressant

T
Taractan (chlorprothixene) antipsychotic 

Tegretol (carbamazepine) antimanic 

Thorazine (chlorpromazine) antipsychotic 

Tofranil (imipramine) antidepressant 
Tranxene (clorazepate) antianxiety 
Trilafon (perphenazine) antipsychotic

V 
Valium (diazepam) antianxiety 

Vesprin (trifluopromazine) antipsychotic 

Vivactil (protriptyline) antidepressant 


X
Xanax (alprazolam) antianxiety 

W
Wellbutrin (bupropion) antidepressant 


Z
Zoloft (sertraline) antidepressant 
 
Zyprexa (olanzapine) antipsychotic 
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Case # 001
GENDER

Male

EDUCATION:
BA degree, English 1995

LITERACY: 

Speaks and writes in English

ALLEGED IMPAIRMENTS: Amputation dominant right hand and right leg below the knee. Uses prosthetic device with pincer action and prosthetic leg.  

BACKGROUND:  Married, 2 children. Wife works as a private duty nurse part-time.  Claimant was working as a lineman and was electrocuted.  He was referred to Social Security by his counselor at the rehabilitation center, where he attends a support group, pain management, and receives vocational counseling.

RESIDUAL FUNCTIONAL CAPACITY (by treating physician):  “Adapting to prosthetics very well. Should be able to learn a skill with the use of adaptive equipment.  Sit at least 6 of 8 hours, stand and walk 2 of 8, 30 minute intervals.”  Meets listing 109C

Medical and Vocational Guidelines (the grid) would be likely to direct a finding of disabled in this case.

DATE OF ONSET AND LAST DAY WORKED: December 20, 2000

WORK HISTORY

1988 to 2000 - Lineman.    Power and Light Company

Duties:  Install and maintain power lines. Made repairs using testing equipment and tools. Climb poles

Exertion: Heavy, carried cable weighing over 50 pounds

Skill level: skilled

Reason for Leaving: work injury

1977 to 1988 Cable Installer, Cablevision Company

Duties:  Install and maintain cable TV service.  Used testing equipment and tools. Troubleshooting.

Exertion: Medium

Skill level: semi-skilled

Reason for leaving: Better job.

1974 to 1977 Yeoman U.S. Navy

Duties: General office clerk

Honorable Discharge

CURRENT MEDICAL TREATMENT: Being seen for pain management at the Rehabilitation Institute, due to phantom pain in his upper right extremity.  Being followed by a physiatrist.  Sees a clinical social worker for psychotherapy to treat depression, adjustment to disability.  Prescribed Paxil.  Reports indicate that he is cooperative and motivated to return to working again. 

SOURCE OF INCOME: Workers Compensation

AGE:  
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Case # 002
GENDER

Female

EDUCATION  
AA Degree in Accounting and Bookkeeping

LITERACY: 

Speaks and Writes in English

ALLEGED IMPAIRMENTS: 1983 Lumbar laminectomy at 2 levels, complains of “pain over whole body”, obesity, Fibromyalgia, asthma, hypoglycemia, jaw locks, dx of  TMJ, carpal tunnel syndrome dominant hand,  affective mood disorder, anxiety, depression, short of breath, dizzy spells, tingling feeling in her head, blackouts

BACKGROUND:  Back injury due to a one-car motor vehicle accident in 1983. She was the driver.  Claimant comments of record, “I want to work again, but I’m in too much pain. I cry all the time. I had good reports on all my jobs and have worked hard all my life.”  Divorced, lives with mother and 9 year old son.

RESIDUAL FUNCTIONAL CAPACITY(by treating physician):  None established by treating doctors. 

DATE OF ONSET : 1983 after back surgery, LAST DAY WORKED  1999

WORK HISTORY:

1999, (2 months) – Teaching Assistant part-time: Light Duty assignment

Duties:  Prepare class outlines, operate copy machine, type examinations, filing, answer phones.  

Exertion: Sedentary, lifted less than 5 pounds, sat 3, walk 1 in average work day.

Skill level: Light duty at semi-skilled.

Reason for leaving: Went on medical leave due to “stress and depression.”

1989 – 1999: Secretary Junior College

Duties: Oversaw the operation of the Learning Lab, type, file, answer phones, advise students on use of computers and equipment. Typed correspondence, data entry and retrieval, recording student activity, inventory of supplies.

Exertion: Light, Walk and Stand 4 hours, Sat 4 hours, lifted 10 to 20 pounds

Skill level: Semi-Skilled

Reason for leaving: Went to light duty assignment due to stress and depression

1990 – Assistant Manager/Cashier   (Part-time) Gas Station

Duties:  Take inventory/ check deliveries/back orders, operate cash register.

Exertion: Light, lifted 10-20 pounds, stood 50%.

Skill level: Semi-skilled, low level, dealing with venders, inventory count.

Reason for leaving: not stated

1979 – 1987 Mental Health Technician State Mental Health Facility

Duties:  Monitored patient behavior, chart observations, assist with activity groups, pass out medications.

Exertion: Lifted 10 – 20 pounds, stand and walk 5, sit 3 hours.

Skill level: Semi-skilled, low level, reporting patient behavior, patient management.

Reason for leaving: Auto accident, back surgery, fear of possible re-injury.

CURRENT MEDICAL TREATMENT Seeing a Chiropractor and psychiatrist and family practice physician.  Prescribed Prozac and NSAIDs.  Advised to lose weight.

SOURCE OF INCOME: Last reported to be on “medical leave” from past job, possibly Long Term Disability benefits. Mother receives “disability” 

AGE:  
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Case # 003
GENDER:

Male

EDUCATION: 
High School Diploma

LITERACY: 

Speaks and writes in English

ALLEGED IMPAIRMENTS: Severe arthritis in knees, heel spurs both feet, can not stand or walk very long, Right rotator cuff surgery, High Blood Pressure in moderate control.

BACKGROUND:   Lives with wife and 2 children. Wife works as grocery store clerk.  He stated in the record, “I have been looking for work almost every day. I don’t know how to do anything else but drive a truck and our savings are almost gone.” His date of onset is based on the his last day of employment, when he slipped while climbing onto his truck and tore his right rotator cuff.   He complained that knees gave out.  

RESIDUAL FUNCIONAL CAPACITY (by treating physician): -  “stand and walk 1 hour in 8 hour day, sit at least 6 of 8 hours. Lift 10, bend occasionally, no kneeling or squatting. Limited reaching with right arm. Should not return to commercial truck driving.”

Medical and Vocational Guidelines (the grid) would be likely to direct a finding of disabled in this case.

DATE OF ONSET AND LAST DAY WORKED January 15, 2000.

WORK HISTORY :

1985 to 2000 Over the Road Truck Driver, Owner Operator.

Duties: Drive cross country loads, keep DOT log, tractor-trailer.

Exertion: No lifting, use of arm and leg controls, light as performed, medium per Dictionary of Occupational Titles.

Skill level: Semi-skilled

Reason for Leaving: Could not pass the Dept of Transportation physical.

1977 to 1985 Cable Installer,  Cablevision Company

Duties:  Install and maintain cable TV service.  Used testing equipment and tools. Troubleshooting.

Exertion: Medium

Skill level: semi-skilled

Reason for leaving: Better job.

1974 to 1977 Yeoman   U.S. Navy

Duties: General office clerk

Honorable Discharge

CURRENT MEDICAL TREATMENT: being seen by rheumatologist and podiatrist, x-rays, blood tests, physical therapy.

SOURCE OF INCOME : None stated except for savings. 

AGE: 
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Case # 004
GENDER  

female

EDUCATION  
11 years - in Mexico

LITERACY: 
Native language is Spanish, Reads Spanish well

Speaks English with heavy accent, reads limited English.

BACKGROUND:  Sustained spinal cord injury in May 2000 due to auto accident.  She is paraplegic, using a hand operated wheelchair to ambulate.  She is currently unmarried with 3 teenage children.  Her statements of record are, “I was once athletic, played soccer in school.  Now I am stuck in this wheelchair.  I would like to work again because I need to support my family.”  She indicated that she would be interested in vocational rehabilitation.  She now lives in her mother’s home with mother, two sisters and her children.  

ALLEGED IMPAIRMENTS: Low partial spinal cord injury.  Some movement and sensation in lower extremities.  Although toileting and sexual function have been  preserved, she experiences severe pain occasionally and requires a morphine pump. 

DATE OF ONSET: May 12, 2000, the last day of her employment due to the injury.

RESIDUAL FUNCTIONAL CAPACITY Meets medical listings.  Needs wheelchair access. Upper extremities unimpaired.

WORK HISTORY

1996 to 2000 – Packing machine Operator Candy Company

Duties:  Operate 3 packing machines, load and observe for malfunction, load pallets. 

Exertion: Medium, lift 30 pounds

Skill level: Low level semi-skilled

Reason for Leaving: injury from accident.

1990 to 1995 Bus person, Restaurant Worker

Duties: Clean Tables, mop floors, empty garbage

Exertion: lift over 25 pounds, medium

Skill level: unskilled

1985 to 1990 -   Kitchen Helper, bus person    Hotel, Mexico City

Duties: wash dishes, mop floors, clean tables, empty garbage.

Exertion: Medium

Skill level – unskilled

1970-1985 – Homemaker - Mexico

CURRENT MEDICAL TREATMENT:  Seeing a Spanish speaking family practice physician for pain and self-medicating with (herbal?) products that her sister obtained from a curandero.  

SOURCE OF INCOME  Family support, mother, one sister have jobs, One sister is disabled by arthritis and receives SSDI.
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APPENDIX D

The menu of inducements and the maximum expenditure formula

The Menu of Inducements

Our assumption is that procedures in the early intervention program, insofar as possible, should be voluntary. Rehabilitation and return to work procedures will work only if participants enter into the program on a voluntary basis and cooperate willingly. In keeping with this notion, applicants will be asked to make a choice.  After passing our “reasonably presumed to be disabled” and our “return to work” screens, applicants will choose between having their application processed in the usual fashion or participating in a return to work program.  In effect, applicants will reach a fork in the road and will have to choose one fork or the other. 

The Ticket to Work and Work Incentives Improvement Act authorized the early intervention demonstrations and gave SSA the authority to offer applicants who are “reasonably presumed to be disabled” cash benefits and medical care insurance. Title III, Section 301 of the Act states that the Commissioner shall develop and carry out experiments and demonstration projects designed to determine the relative advantage and disadvantage of altering the condition applicable to individuals in the program. Among these are “
altering the 24-month waiting period for hospital insurance benefits” and altering the manner in which the program under this title is administered, earlier referral of such individuals for rehabilitation, and greater use of employers and others to develop, perform, and otherwise stimulate new forms of rehabilitation…to the end that savings will accrue to the Trust Funds.”  In the next paragraph, the Commissioner is given the authority to include in these demonstrations and experiments, “any group of applicants…with impairments that reasonably may be presumed to be disabling for purposes of such demonstration project.”

To encourage participation in the early intervention program, a menu of inducements will be offered to SSDI applicants. Applicants who choose the return to work route can receive temporary cash benefits, immediate health insurance and a miscellaneous assortment of benefits that might include aid in transportation, child-care benefits or housing allowances. The choices applicants will be asked to make will be complicated and every effort will be made to assure that the choice is an informed one based on the best information available. 

Temporary cash stipend

We suggest that applicants be given a temporary cash stipend equivalent to 100% of their DI benefit if they chose the return to work option. The potential cash stipend amount will be based on the disabled worker SSDI benefit.  We will also examine the possibility of providing only a portion of the usual benefit. Policy makers will need to determine the relative merits of each level of stipend. 

In January 2002, the average disabled worker SSDI payment was $815 (SSA, 2002). Benefit payments vary according to family composition.  The tables below, created with 2001 information obtained from the SSA web site, demonstrate how these payments can fluctuate. 

Table 1.   2001 SSDI monthly benefits by beneficiary type

	Beneficiary type
	Average benefit amount

	All
	$677.07

	Disabled worker
	$814.46

	Spouse of disabled worked
	$207.08

	Child of disabled worker
	$237.94

	Dependent of disabled worker
	$234.99

	Disabled worker, disabled child
	$809.30


Table 2.  2001 SSDI monthly benefits by family type

	Family type
	Average per family
	Average per beneficiary

	Disabled worker only
	$801.08
	$801.08

	Disabled worker and aged spouse
	$1,418.59
	$709.30

	Disabled worker, aged spouse, 1 or more children
	$1,664.55
	$521.84

	Disabled worker, young spouse, 1 or more children
	$1,360.45
	$343.89

	Disabled worker, young spouse,  2 or more children
	$1,314.39
	$283.67

	Disabled worker, 1 or more children
	$1,247.90
	$489.31

	Disabled worker in any family
	$886.80
	$678.70

	Disabled widow(er) only
	$536.59
	$536.59

	Disabled widow(er), 1 or more children
	$1,207.32
	$563.42


The return to work specialist can calculate the DI benefit as they normally would. Although SSA field staff don’t normally share this information with applicants, we are proposing that this, along with the potential temporary cash stipend amount, be shared with applicants as they are deciding which path to choose – the usual route or the return to work route. Only by providing complete disclosure of program options can we ensure that applicants make an informed choice. 

The administration of the cash stipend. The temporary cash stipend would take effect the month of application, rather than dating back to the date of disability onset as normal benefits do, and would last a maximum of one year. The one-year limit is based on the idea that we need to have people re-enter the workforce as quickly as possible to have any chance of success. The temporary cash stipend would be provided to early intervention participants as long as they complied with the program. Failure to comply as evidenced by a failure to attend scheduled meetings and a failure to report necessary income information would be cause for suspension of the temporary cash stipend. 

The temporary cash stipend would need to be adjusted as participants enter the workforce.  Participants will have to take responsibility for reporting income to the local SSA field office on a quarterly basis.  Any increases in earned income will result in a decrease in the cash stipend; every $2 increase in earnings will be met with a $1 decrease in the cash stipend.  These decreases will not be retroactive, but will take effect in the following month.  Depending upon systems configurations, an income reporting cut-off date will be determined. Participants will need to report their income by a specific day of the month during the quarter to be in compliance with the program. If participants fail to report their income, they will be found in non-compliance and the stipend will be suspended. Copies of paychecks will be designated as acceptable forms of income reporting. 

At the end of the one-year temporary cash stipend period, the stipend will be discontinued.   If a person were not gainfully employed at that time, we would assume that they would go through the usual route of SSDI application and apply for full benefits. 

Cost of providing the temporary cash stipend.  To estimate the cost of providing temporary cash stipends, we need to examine several factors including the length of time the stipend will be paid, the amount of the stipend, and the number of people participating at the pilot and national levels. The table below depicts cost per month for the provision of stipends.

Table 3. Monthly cost of temporary cash stipends

	
	National
	Pilots
	
	MD
	VT
	WI

	Persons entering EI per month
	5,544
	149
	
	69
	10
	70

	Average usual SSDI benefit
	$815
	$815
	
	$815
	$815
	$815

	Monthly cost at 65% stipend
	$2,936,934
	$78,933
	
	$36,553
	$5,298
	$37,083

	Monthly cost at 70% stipend
	$3,162,852
	$85,005
	
	$39,365
	$5,705
	$39,935

	Monthly cost at 75% stipend
	$3,388,770
	$91,076
	
	$42,176
	$6,113
	$42,788

	Monthly cost at 100% stipend
	$4,518,360
	$121,435
	
	$56,235
	$8,150
	$57,050


Total stipend costs for the early intervention project will vary depending upon the length of time that participants are allowed to receive stipends.  We propose that time frames of six, nine, and twelve months be considered.  Applying these time frames would mean that participants would only receive stipends for those continuous specified periods of time.  To calculate total costs then, participants should be added to the program month to month at a rate equal to 5% of the total application rate.  (We assume that 5% of applicants will participate in our project.)  Starting after the time limit had been reached for the first month enrollees, an equal number of participants are subtracted as the number of new participants entering the program, a net effect of zero change. The overall estimated costs for the first and second year of the project are shown below for both the pilots and the nationwide implementation.  The pilot program will consist of enrolling 5% of applicants in Maryland, Vermont and Wisconsin. 

The six-month time limit will keep costs substantially lower than the twelve-month limit.  The question that policy makers must face is whether the six-month stipend period is long enough to allow successful return to work. Year two costs are higher than year one costs because there is no phasing-in period where we would enroll participants in the program month by month.  Rather, a steady number of people will be participating each month. All of the costs included in Table 4 are still considerably lower than the cost of usual SSDI benefits.  A comparison of the most expensive version of stipend costs to usual SSDI benefit costs is included in Table 5. 

Table 4. Annual cost of temporary cash stipends

	
	Year one annual cost
	Year two annual cost

	National costs
	
	

	65%
	
	

	6 months
	$167,405,238
	$211,459,248

	9 months
	$211,459,248
	$317,188,872

	12 months
	$229,080,852
	$422,918,496

	70%
	
	

	6 months
	$180,282,564
	$227,725,344

	9 months
	$227,725,344
	$341,588,016

	12 months
	$246,702,456
	$455,450,688

	75%
	
	

	6 months
	$193,159,890
	$243,991,440

	9 months
	$243,991,440
	$365,987,160

	12 months
	$264,324,060
	$487,982,880

	100%
	
	

	6 months
	$257,546,520
	$325,321,920

	9 months
	$325,321,920
	$487,982,880

	12 months
	$352,432,080
	$650,643,840

	Pilots
	
	

	65%
	
	

	6 months
	$4,499,167
	$5,683,158

	9 months
	$5,683,158
	$8,524,737

	12 months
	$6,156,755
	$11,366,316

	70%
	
	

	6 months
	$4,845,257
	$6,120,324

	9 months
	$6,120,324
	$9,180,486

	12 months
	$6,630,351
	$12,240,648

	75%
	
	

	6 months
	$5,191,346
	$6,557,490

	9 months
	$6,557,490
	$9,836,235

	12 months
	$7,103,948
	$13,114,980

	100%
	
	

	6 months
	$6,921,795
	$8,743,320

	9 months
	$8,743,320
	$13,114,980

	12 months
	$9,471,930
	$17,486,640


The estimated cash stipend costs are also important in conducting the benefit/cost analysis of the project.  This subject will be explored in more detail in a further section. To arrive at the total cost of the early intervention project, health insurance costs must also be examined in detail.   

Health insurance

The early intervention program will provide return to work services to Social Security disability insurance (SSDI) applicants.  By providing early employment assistance, Social Security hopes to reduce the number of people becoming SSDI beneficiaries.  People entering the early intervention program will be offered a series of inducements in exchange for their participation.  The total cost of these inducements should not exceed the amount that SSA would have spent had someone become a beneficiary, and in fact should result in cost savings for SSA.  One important determinant of the overall cost of this demonstration is the cost of health care, a key part of the inducement package.

Studies have shown that an alarming one-fifth of all young adults with disabilities and one-fifth of those with severe disabilities are uninsured.  However, close to half of uninsured persons with disabilities work (Fishman, 2001). For many disabled persons, the primary reason for applying for SSDI is to acquire health insurance. People who obtain SSDI are eligible to receive the hospital insurance coverage portion of Medicare, free of charge, after a twenty-four month waiting period. In 2000, Medicare hospital insurance was provided to 5 million enrollees with disabilities  (Hoffman et. al, 2001).  In addition to receiving the free hospital coverage, beneficiaries can obtain the medical insurance part of Medicare by paying a premium (Cheek, 2001). Five million people with disabilities were covered under the medical insurance part of Medicare in 2000 (Hoffman et. al, 2001).

Offering immediate medical benefits, similar to ones already offered to SSDI beneficiaries, on a temporary basis would surely assist early intervention participants in the return to work process. Participants could feel free to pursue work without fear of losing crucial medical benefits, enabling them to re-enter the workforce gradually. “Substantial employment with significant income generally keeps persons with disabilities and chronic illnesses from gaining eligibility for Medicare and Medicaid, since the disability standard is defined around inability to work.  That keeps many people uninsured and also a large number unemployed: The 1994 Harris Survey of Americans with Disabilities found that 31 percent of those who are unemployed find loss of health insurance or long-term services to be a work barrier” (Fishman, 2001). Many disabled persons will not be able to immediately enter the workforce full-time, rather, they will need a period of adjustment as they and their employers adapt to their working-while-disabled status. Medical benefits would be phased out as participants re-established themselves in the workforce. 

What type of coverage to offer 

Because Medicare is the type of medical insurance benefit normally offered to SSDI beneficiaries, it would appear that immediate Medicare coverage would be the most reasonable type of coverage provided to early intervention applicants. A mesh of Medicare and Medicaid may in fact be the most desirable type of coverage for this population. Medicare and Medicaid each cover a potentially complementary set of services. The hospital insurance portion of Medicare covers inpatient hospital, skilled nursing facility, and home health agency care. Certain medical supplies and durable medical equipment may also be provided.  The supplementary medical insurance portion of Medicare covers a range of services including most physical and occupational therapy and durable medical equipment for home use such as oxygen equipment and wheelchairs (Hoffman et. al, 2001). 


Medicaid covers not only hospitalization, but also a range of services not covered under Medicare, including prescriptions and a number of other services that may be instrumental in assisting people with disabilities to maintain to the level of functioning required to enter the work force (e.g. personal assistance). In particular, federal matching is available to states for the provisions of certain services including intermediate care facilities for developmentally disabled persons, transportation services, rehabilitation and physical therapy services, and home and community based care to certain persons with chronic impairments (Hoffman et. al, 2001).  Allowing return to work participants to access these services may be an important l piece in their successful return to work process.

Existing public health insurance plans. Several existing public benefit plans may be adapted to provide the type of coverage needed. The Medicare and Medicaid programs are currently used, in some instances, to complement one another. Disabled and working individuals who previously qualified for Medicare because of their disability, but have lost their entitlement because of their return to work, could benefit from the coordination of Medicare and Medicaid. If these persons are still disabled, they are allowed to purchase Medicare hospital insurance and supplemental medical insurance coverage.  If these persons have incomes below 200 percent of the federal poverty level ($17,180 for one person in 2001) but do not meet any other Medicaid assistance category, they may qualify to have Medicaid pay their Medicare hospital insurance premiums as Qualified Disabled and Working Individuals (QDWIs) (SSA, 2000). One study has estimated that 62 percent of the uninsured with serious disabilities make less than 200 percent of the federal poverty level (Fishman, 2001).

In the 1990’s, the federal government designed state Medicaid plan options with the goal of allowing SSDI beneficiaries to work, increase their income, and still maintain health care coverage (Cheek, 2001). A provision passed in 1997 allows states to give Medicaid coverage to employed persons with disabilities earning up to 250 percent of poverty ($21,475 for one person in 2001) who meet the other SSI eligibility standards because of the severity of their impairment (Fishman, 2001). The SSI program defines disability as a physical or mental impairment that keeps a person from performing any “substantial” work and is expected to last 12 months or result in death (SSA, 2001).  

The Ticket to Work Act of 1999 offered a second Medicaid option. This Act provided or continued Medicaid coverage to certain disabled beneficiaries who work despite their disability.  Those with higher incomes may pay a sliding scale premium based on income (Hoffman et. al, 2001). The Act extended the earnings provisions of the 1997 law, allowing states to offer Medicaid to anyone disabled enough for SSI, at whatever income level the state chooses. States may now, for example, offer Medicaid coverage to working individuals with a “severe medically determinable disability.”  These are disabled but working adults who because of treatment no longer meet the SSI definition of disability (Cheek, 2001). As of August 2001, only fifteen states had implemented one of these optional Medicaid extensions (Fishman, 2001).

The Medical Assistance for Employed Persons with Disabilities (MA-EPD) plan is another example of a Medicaid plan option available to states.  Most states that offer these types of plans offer grace periods for cessation of employment.  Some states also offer special job development, job search, and training programs in which MA-EPD participants can enroll between jobs and remain eligible. Due to income eligibility restrictions, however, many SSDI beneficiaries enrolled in MA-EPD programs continue to artificially limit their income in order to retain their SSDI benefit check (Cheek, 2001).

If a way could be found to provide continuous coverage regardless of income, SSA would save funds, as people would feel free to earn more and would leave the SSDI rolls, secure in the knowledge that their health benefits would continue. Given the range of health care packages that are currently available for disabled persons through Medicare and Medicaid, we should be able to devise a reasonable system for providing health care insurance to early intervention participants.  Based upon our criteria of “reasonably presumed to be disabled” and our ability to waive the 24-month waiting period, we should be able to enroll participants in some version of public health insurance.  The availability of suitable plans may vary from state to state, as some states have adopted different forms of these new Medicaid options.  

The options that exist to extend health insurance to disabled persons for a long period of time may also serve as a model for the coverage we desire. SSDI beneficiaries, after a two-year waiting period, become eligible for Medicare’s hospital insurance without paying a premium and also become eligible to purchase Medicare’s supplementary medical insurance. Such coverage is now available to beneficiaries for more than seven years after the nine-month trial work period assuming certain conditions are met. If the individual still has a disabling condition, and is starting to work for the first time after his/her disability benefits began, is in a trial work period; or is in a 36 month period of eligibility which began after June 1997, this extended coverage is available (Cheek, 2001).  If a similar period of time could be applied to early intervention participant health coverage, with a gradual reduction in benefits, our goal of providing health insurance coverage while people transition back into the workforce can be met. 


Cost of health insurance. One issue that remains, however, is determining the cost of this health care for early intervention participants. The cost of health insurance must be examined to determine whether the total costs of early intervention services will result in savings for SSA. Given the fact that this demonstration is a federal project, it is unlikely that states will want to bear any of the associated costs.  The Medicaid program, however, is a joint venture between the federal government and state governments.  Costs are typically shared.  A mechanism may need to be created for purposes of this demonstration that would allow the federal government to bear all of the associated Medicaid costs.

Immediate access to health insurance is a key component of the early intervention program. To gain a better understanding of health care costs, we will first examine overall spending on Medicaid and Medicare and then examine public spending specifically for disabled persons’ health care.

In sum, Medicare and Medicaid financed $403 billion in health care services in 1999.  This amount equals one-third of the country’s total health care bill and almost three-fourths of all public spending on health care (Hoffman et al, 2001). The portion of national health care costs that are covered by Medicare and Medicaid has increased in recent years.  In 1998, Medicare and Medicaid paid for 36 percent of all health care spending, up from 28 percent in 1980 (Martin, 2002). About 4.9 million persons with disabilities ages eighteen to sixty-four were enrolled in Medicaid in 1995.  Of these Medicaid beneficiaries, 800,000 received Medicare as well; meaning that there were 7.1 million disabled Medicaid and Medicare beneficiaries aged eighteen to sixty-four in 1995 (Fishman, 2001). 

By one estimate, national spending for health care expenditures averaged $3,670 per person in 1998 (Martin, 2002).  Health care spending per person increased from $4,164 in 1998 to $4,358 in 1999, a growth of 4.7 percent (Cowan et. al, 2000). Annual per person costs for health care can vary according to the type of coverage and the characteristics of the recipients. 1998 data show, for example, that for 8.6 million adults who comprised 21% of Medicaid recipients, Medicaid payments averaged about $1,775 per person.  For 7.2 million disabled persons, however, who comprised 18% of Medicaid recipients, payments averaged about $8,600 per person (Hoffman et. al, 2001). 

 The Center for Medicaid and Medicare Services (CMS) has quoted statistics stating that average annual medical expenses for Medicare, based upon self-reported health status, can vary from $2,134 for people reporting “excellent” health, to $11,739 for people reporting “poor” health (HCFA, 1999).  We will assume that people reporting “poor” health would not be likely to choose to participate in our return to work program, but that people reporting “fair” health status may most approximate our return to work population.  CMS statistics show that people reporting “fair” health status incurred $7,033 in health care expenses in 1998 (HCFA, 1999).  

Using our Medicaid and Medicare cost estimate data from 1998, we will assume a 5% annual increase, in line with health care expense growth estimates mentioned earlier, to arrive at estimated 2001 expenses. The Medicaid costs rise to $9,956 and the Medicare costs rise to  $8,142.  The Medicaid cost of $9,956 reflects the estimated annual cost of Medicaid for disabled persons in 2001. The Medicare cost of $8,142 reflects the estimated annual cost of Medicare services in 2001 for people reporting “fair” health status. 

These high costs may seem prohibitive but recall that once people enter the SSDI system, chances of people leaving the system are extremely low. SSA normally assumes the Medicare costs for beneficiaries for many years.  The change we are proposing (to provide these benefits immediately without a two-year waiting period but only for a period of up to two years) should ultimately result in cost savings for SSA.  The early intervention program creates the opportunity for people to avoid getting on the SSDI rolls.  Given the high annual cost of health care, and based on the assumption that people remain on the SSDI rolls for an average of approximately 11 years, SSA has the potential to see great savings if early intervention is successful. 

Health insurance funding mechanisms. The different funding mechanisms of the Medicare and Medicaid plans will surely impact whatever type of health insurance system we create for early intervention. The hospital insurance portion of Medicare is primarily financed through a mandatory payroll tax. The supplementary medical insurance portion is funded through premium payments of $54 per month in 2002 and contributions from the general fund of the US Treasury.  Beneficiary premiums only cover about one-quarter of actual costs (Hoffman et. al, 2001).

Fee-for service beneficiaries are responsible for charges not covered by the Medicare program and for various cost-sharing aspects of both Medicare hospital insurance and supplementary medical insurance.  Such charges are paid either by the beneficiary, a third party, or Medicaid (Hoffman et. al, 2001).

Medicaid is jointly funded by the federal government and by state governments to assist states in furnishing medical assistance to eligible needy persons. Each state has control over most aspects of its Medicaid programs.  States set their own eligibility standards; determine the type, amount, duration and scope of services; set the rate of payment for services; and administer their own program (Hoffman et al, 2001). 

Federal matching funds are available for groups termed “categorically needy.” These groups include SSI recipients and certain Medicare beneficiaries. States also have the option of providing Medicaid coverage for other “categorically related” groups. Certain disabled adults who have incomes above those requiring mandatory coverage, but below the federal poverty level, and certain working-and-disabled persons with family income less than 250 percent of the federal poverty level who would qualify for SSI if they did not work are defined as “categorically related.” “Medically needy” persons are also included in this “categorically related” group (Hoffman et. al, 2001). The “medically needy” designation allows states to extend Medicaid eligibility to people who would be eligible for Medicaid, except that their income and/or resources are above the eligibility level set by their state (Hoffman et. al, 2001). 

This level of flexibility can work to the advantage of the early intervention program as programs can be tailored to meet the needs of our return to work population. Our participants will have already met our criteria of “reasonably presumed to be disabled”. Developing an insurance program that can apply this standard may be one way to go about setting up our needed health insurance component.

Administration of health care insurance plans. The Center for Medicaid and Medicare Services has overall responsibility for the administration of Medicare. SSA assists by initially determining an individual’s Medicare entitlement, by withholding supplemental medical insurance premiums from the Social Security benefit checks of beneficiaries, and by maintaining Medicare data on the master beneficiary record, which is the Social Security Administration’s primary record of beneficiaries (Hoffman et al, 2001). 

CMS has clearly stated that enrollees in some of the new Medicaid option plans need not go through the normal SSI and SSDI disability determination process and that states should enroll those who would be eligible for SSI except for the fact that they are working (Fishman, 2001). SSA will need to work with CMS to develop the necessary infrastructure to support any early intervention health insurance plan.

Given the increasing number of health care options for disabled persons, the development of an insurance package to cover disability insurance applicants should be achievable. The development of such a package will need to occur in conjunction with state officials to ensure coordination with existing state Medicaid plans.  We will need to build upon existing programs to provide health care insurance that can be accessed by disability insurance applicants as they attempt to re-enter the workforce.  Coverage should not be dependent upon income and should be available for an extended period of time. 

Assorted Benefits 

 Early intervention participants will be eligible to receive additional benefits to assist in the return to work process.  These benefits will be designed to address existing barriers to participation in the workforce.  If transportation is an issue, then transportation will be arranged.  If childcare is needed, childcare will be provided.  The idea is to remove all obstacles to employment, including obstacles related to the disability.  If certain adaptations are needed in the workplace, then assistance will be provided in working with the employer to implement such changes.  These miscellaneous benefits will be tailored to the specific individual’s needs.

Assorted benefits and the minimalist model. The way in which these benefits will be provided will depend upon the early intervention model being used.  For the minimalist model, we assume that the early intervention participant is referred to vocational rehabilitation and that the staff there can assist with setting up these services.  Some coordination will need to occur between the vocational rehabilitation office and the local SSA office so that costs can be monitored and reimbursed.

Assorted benefits and the innovative model. For the innovative model, the return to work specialist will be in charge of the program at the field office and may offer a series of miscellaneous benefits. The return to work specialist will either need to receive training on assessing and fulfilling these varied needs or will need to work with case managers drawn from the private sector or possibly the public rehabilitation program, to determine the inducements to be offered and the services to be provided.  The specialist would be responsible for ensuring that the provision of these benefits did not exceed the spending level determined by the maximum expenditure formula.  This formula will be discussed at length in a later section of this report.

Assorted benefits and the contingency fee model. With the contingency fee model, the miscellaneous benefits would have to be negotiated with the provider. The exact specification of these benefits would depend on what the applicant and the provider decide after the case has been investigated. The authorization decisions for the miscellaneous benefits should remain with the RTW specialist who has control of the budget. Responsibility for any expenditure connected with the job search, or for any expenditure for evaluation and testing, rests with the provider in the contingency fee models. It is important for the RTW specialist to have control over the miscellaneous expenditures to keep them separate from those outlays that are the responsibility of the provider. At the same time, it is likely that it is the provider who will suggest the types of expenditures that are indicated for the particular applicant under consideration. Only the provider and the applicant can know about whether particular housing, transportation or childcare is necessary to get and keep a job. The provider can propose the benefits, but it is the RTW Specialist who should be charged with the final decision. 
The applicants can only be informed in a general way about the type of RTW services that would be available under the contingency fee model. Obviously the exact plan will be available only after the applicants have had the opportunity to consult with the providers. The applicants can be told that the emphasis in the RTW program will be on job placement and not on any elaborate program of retraining or psychological conditioning. The objective will be to place applicants in jobs for which they are suitable given their residual functioning capacities. 

Assume that an applicant and a provider agree to work together. After the provider has finished with the necessary interviews with the applicant, the next step would be for the provider to confer with the RTW specialist to determine the type of miscellaneous benefits that could be offered to the applicant. The RTW specialist will have some latitude in determining appropriate expenditures for services.  

The Maximum Expenditure Formula

The use of a maximum expenditure formula is twofold.  First, a maximum expenditure formula will provide a ceiling for assorted benefits provision costs that will provide helpful guidance to the RTW specialist.  The formula will also be helpful in setting an overall cost level that will ensure that early intervention is saving SSA money. 

To justify federal funding for the early intervention project, the project must result in cost savings for SSA as compared to the current SSDI program.  The first step in determining how the cost of the early intervention project will compare to the cost of the usual SSDI program is to estimate the lifetime cost to SSA per SSDI beneficiary. The lifetime cost figure shows the cash benefit and health care cost per person enrolled in SSDI.  Costs were calculated based on data from SSA and the health care estimates described earlier.  Costs do not include SSA administrative costs.  These estimates are preliminary and will likely be revised as we develop a separate benefit-cost report.
Average monthly cash benefit is available by age group.  Anticipated length of time on SSDI is available by specific age and gender.  The lifetime cash benefit cost was calculated by combining these two pieces of information.  The lifetime health care costs were calculated by combining the estimated length of time on SSDI minus two years (to replicate the two-year waiting period before Medicare coverage begins) and the average health care cost for disabled persons.  The health care cost was not available by age group so one figure was used for all age groups.   

The estimated amount that SSA will spend on SSDI per person, over that person’s lifetime, is $261,833.  This total includes estimated health care costs of $117,465 per person and estimated cash benefit costs of $144,369 per person.

We estimated that the cash stipend and medical benefits portions of the early intervention program would cost the following, per person, under different assumptions:

Table 6. Per Person Cost of Early Intervention Program 

	
	
	Stipend amount

	
	
	65%
	70%
	75%
	100%

	Stipend: 6 months

Health insurance: 12 months
	
	$11,327
	$11,571
	$11,816
	$13,038

	Stipend:  6 months

Health insurance: 18 months
	
	$15,401
	$15,645
	$15,890
	$17,112

	Stipend: 6 months

Health insurance: 24 months
	
	$19,475
	$19,719
	$19,964
	$21,186

	Stipend: 9 months

Health insurance: 12 months
	
	$12,916
	$13,283
	$13,649
	$15,483

	Stipend:  9 months

Health insurance: 18 months
	
	$16,990
	$17,357
	$17,723
	$19,557

	Stipend: 9 months

Health insurance: 24 months
	
	$21,064
	$21,431
	$21,797
	$23,131

	Stipend: 12 months

Health insurance: 12 months
	
	$14,505
	$14,994
	$15,483
	$17,928

	Stipend:  12 months

Health insurance: 18 months
	
	$18,579
	$19,068
	$19,557
	$22,002

	Stipend: 12 months

Health insurance: 24 months
	
	$22,653
	$23,142
	$23,631
	$26,076


The early intervention program is estimated to cost anywhere from $11,327 to $26,076 per person. If the program is set up with more stringent time limits for benefit receipt, the cost is estimated to be $11,327.  If more lenient time limits are in place, the cost rises to $26,076.  Even at the higher cost, however, it is evident that the early intervention program will cost only a small fraction of the usual SSA cost for SSDI.  SSA could potentially see savings of over $150,000 per person.  

Obviously some participants in the program will not successfully return to work and will instead return to the SSDI rolls.  For these individuals, the incremental cost to SSA for the early intervention project is equal to the amount of the immediate health benefit minus the difference between the stipend amount and the usual benefit.  For instance, persons on SSDI would normally receive $815 per month for a total of $9,780 over a year.  They would not receive any health care insurance for the first two years. Participants in early intervention, however, would receive immediate health care at a cost of approximately $8,142 per year. These differences are depicted in the table below. The EI participant figures are based on the most expensive version of the EI program, one that offers a stipend of 100% for 12 months and health care insurance for 24 months. For EI participants who return to the SSDI rolls, the additional cost to SSA will be approximately $6,504 per person. 

Table 7. Comparison of costs between SSDI beneficiaries and EI participants 

	
	SSDI

Beneficiary
	EI

Participant
	Net cost to SSA

	Year One 

Cash 
	$9,780
	$9,780
	-$2,445

	Year One

Health
	$0
	$8,142
	+$8,142

	Year Two

Cash 
	$9,780
	$0
	-$9,780

	Year Two

Health
	$0
	$8,142
	+$8,142

	Total
	$19,560
	$26,064
	+$6,504


How the RTW specialist will use the maximum expenditure formula. We recommend that the discretion of the RTW specialist be limited by a maximum expenditure formula.  Expenditures would encompass not only direct RTW services, be they training, guidance or placement services, but also the inducements that might be offered to suitable candidates to participate in the RTW services. 

Such sums should have to be discounted to take the probability of success into consideration.  Such probabilities would not be easy to calculate.  Even if we had data as to the number of persons who return to work, we know from prior studies (Butler, Johnson and Baldwin, 1995) that rehabilitated persons return and then later leave the job for one reason or another.  Also, if the person does return to work, they may require additional services even after they return to work.
We propose that one maximum expenditure formula be used for all people. While we have the capability to adjust for age, gender, and race, the use of a maximum expenditure formula that varies among individuals has implications that might be politically sensitive.  One result of applying such a formula is that one applicant may be offered more or better services than another.  Obviously, the present value sums will be considerably greater for the young than for the old.  Also, higher-wage workers will have a higher monthly benefit and hence a sum with a higher present value. Each time such distinctions are made, there is always the concern as to whether these distinctions would be publicly acceptable. 

A related but separate issue has to do with whether inducements should be tailored to the individual case or whether there should there be a standard list of these inducements with some general rules and regulations as to when and how they should be offered.  Having such a list and some standards would simplify the administrative process.  It would eliminate the problem of having to tailor the programs to the individual case.  It is likely, however, that such procedures and standards could not be generated without some experience.  Offering inducements and RTW services is a new area for SSA and our recommendation would be that such inducements and services first be offered on an individual basis.  It may be possible, from the outset to have a standard list of possibilities and to have the RTW specialist make choices in the individual case from the list.

Responsibility for the costs of the cash benefits, medical care and miscellaneous benefits would rest with SSA. The RTW specialist would have a maximum amount that could be spent on the case and the temporary benefits and medical care would be charged against that amount.  
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� The dependent variable for this study was “productive activity” including working or attending school.


� This study was done retrospectively with the mean time of 11 years from onset to follow up


� The follow up for this study was six months


� The follow up for this study was six months


� This study estimated the number of persons who would drop out of the work force due to rheumatoid arthritis after 5 years


� The information is from 1996 Panel, Wave 11, Adult Disability Topical Module. In that survey, 6.3% of the population 16 to 64 years of age stated that they had a long lasting physical or mental condition that has made it difficult to remain employed or find a job. Information about computer usage of the disabled population is based on that sample.


� Referred to in footnote 1.
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