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HR3433 IH 

105th CONGRESS 

2d Session 

H. R. 3433 

To amend the Social Security Act to establish a Ticket to Work and Self-Sufficiency Program in the 
Social Security Administration to provide beneficiaries with disabilities meaningful opportunities to return 
to work and to extend Medicare coverage for such beneficiaries, and to amend the Internal Revenue 
Code of 1986 to provide a tax credit for impairment~related work expertses. 

IN THE HOUSE-OF REPRESENTATIVES 

March 1~, 1998 

Mr: BUNNING (for himselfand Mrs. KENNELLY of Connecticut) introduced the following bill; which 
was referred to the Committee on Ways and Means . . 

-' 

A BILL 

To amend the Social Security Act to establish a Ticket to Work and Self-Sufficiency Program in the 
Social Security Administration to provide beneficiaries with disabilities meaningful opportunities to return 
to work and to extend Medicare coverage for such beneficiaries, and to amend the Internal Revenue 
Code of 1986 to provide a tax credit for impairment-related work expenses. . 

Be it enacted by the Sellateand House o/Representatives ofthe United States ofAmerica in I 

Congress assembled, . 

SECTION 1. SHORT TitLE. 

1;"his Act may be cited as the 'Ticket to Work and Self-Sufficiency Act of 1998'. 

SEC. 2. THE TICKET TO WORK AND SELF-SUFFICIENCY PROGRAM. 

(a) IN GENERAL- Part A of title XI of the Social Security Act (42 U.S.C. 1301 et seq.) is 
amended by adding at the end the following new section: 

"THE TICKET TO WORK AND SELF-SUFFICIENC·Y 
PROGRAM 

'SEC. 1147. (a) IN GENERAL- The Commissioner of Social Security shall establish a Ticket to 
Work and Self-Sufficiency program, under which a disabled beneficiary may use a ticket to work 
and self-sufficiency issued by the Commissioner in.accordance with this section to obtain 
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further legislative action with respect to the.aplendments made by subsection (a), taking into : 
account experience derived from efforts to achieve full implementation of the Ticket to Work and 
Self Sufficiency Program under section 1147 ofthe Social Security Act. 

SEC. 4. CREDIT FOR IMPAIRMENT-RELATED WORK EXPENSES OF 
HANDICAPPED INDIVIDUALS. 

(a) IN GENERAL- Subpart A of part IV ofsubchapter A of chapter 1 of the Internal Revenue 
Code of 1986 (relating to nonrefundable personal credits) is amended by inserting after section 25A 
the following new section: . 

'SEC. 25D. IMPAIRMENT-RELATED WORK EXPENSES OF HANDICAPPED 
INDIVIDUALS. " 

, 	'(a) ALLOWANCE OF CREDIT- In the case ofa handicapped individual, there shall be allowed as 
a credit agairist the tax imposed by this chapter for the taxable year an amount equal to 50 percent 
of the impairment-related work expenses which are paid or incurred by. the taxpayer during the 
taxable year. . 

'(b) MAXIMUM CREDIT· The credit 8Ilowed by subsection (a) with respect to the expenses of 
each handicapped individual shall not exceed $5,000 for the taxable year . .' 

'(c) DEFINITIONS- For purposes of this section-.,. 

'(1) HANDICAPPED INDIVIDUAL- The term 'handicapped individual' has the meaning 
given such term by section 190(b)(3). 

'(2) IMPAIRMENT-RELATED WORK EXPENSES- The term 'impairment-related work 
expenses' means expenses-- ' 

'(A) ofa handicapped individual for attendant care services at the individual's place of 
employment and other expenses in connection with such place of employment which 
are necessary for such individual to be able to work, and 

'(B) with respect to which a deduction is allowable under section 162 (determined: 
without regard to this section). 

'(d) SPECIAL RULES

'(I) DENIAL OF DOUBLE BENEFIT- The amount of impairment-related work expenses 
which IS allowable as a deduction under section 162 (determined without regard to this . 
paragraph) for the taxable year shall be reduced by the amount of credit allowed under this 
section for such year. ' . 

'(2) ELECTION TO HAVE SECTION NOT APPLY- No credit shall be allowed urider' 
subsection (a) for the taxable year if the taxpayer elects to not have this section apply for 
such year.,' ' 

(b) CLERICAL AMENDMENT- The table of sections for such subpart A is. amended by inserting 
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after the item relating to section 25A the following new item: 

.Sec. 25B. Impairment-related work expenses ofhandicapped individuals.' 
~ , 

(c) EFFECTIVE DATE- The amendments mad~ by this section shall apply to taxable years 
beginning after December 31, 1997. . " j 

END 

,I 
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Mr. Chairman and Members of the Subcommittee: 

Thank you for inviting me to testitY on factors affecting the return to work of 
beneficiaries in the Social Security Disability Insurance (DI) program. DI is one of the 
largest federal programs proVIding cash ass1stance to people with disabilities. (n 1996. 
about 4.4 million working-age people (aged 18 to 64) received DI cash benefits. The 
average monthly cash benefit in 1996 was $704, and the overall amount of cash benefillS 
paid was about $40 b1llion. 

Over the years. the Congress hB& eruu:ted vatiOUl$ work incentive provisions 
designed to safeguard beneficiaries' casb and medical benefits and encourage them to te,st 
their ability to engage in work. For example, for ongoing eligibility detenninations, 
beneficiaries are allowed to deduct !rpm their gross eammgs the costs of certain 
impairment-related items and services needed to work. TbeSocial Security 
Administration (SSA), which detennines beneficiary eligibility. is also responsible for 
encouraging DI beneficiaries to return to work whenever possible. Despite statutory 
provision::i and SSA efforts-as wen as medical and technological intelVentions that have 
afforded greater potential for SOme beneficlaries m work-not more than 1 of every SOO DI 
beneficiaries has left the rolls by returning to work. 

Yet relatively small improvements in retum-to-work outcomes offer the potential 
for significant savings in cash benefit outlQ's. For example, if an additional 1 percent of 
the 4.4 million DI beneftciaries were to leave SSA's disability rolls by returning to work, 
lifetime cash benefits would be reduced by an estimated $2.4 bilUon.1 To help improve 
retum-to·work outcomes. Members of the Congress and advocates for people with 
disabilities have recently proposed various reforms-such as allowing working 
beneflclaries to keep more of their earnings. safeguarding medical coverage, and 
enbandng vocational rehabilitation. 

, 

Today, I would like to focus my remarks on (1) factom that working beneficiaries 
believe are helpful in Decoming and stqtng employed and (2) trade-offs and challenges 
that exist in improving work incentives. My testimony is based on a series of GAO ' 
reports on Social Security disabilit¥ program deaign and tmp)~mentation as well as our 
more recent report on factors factIitating work for a group of DI beneficWies.2 (A list of 

lThe estimated reductio~ are ba5ed on fiscal year 1996 data. provided by SSA's actuarial 
stair and represent tl\e discounted present value of the cash benefits that would have . 
been paId over a ,Itfetime if the lndividual had not left. the disability rolls by returning to 
work. These reductions, however, would be offset, at least in part, by rehabilitation and 
other costs that might be necessary to return a person with disabilities to work. 

ISBA DisabilitY: Pmcram Redesip Necema lQ Encouraee Return to y{Qrk 
(GAOIHEHS.96-62, Apr. 24, 1996); SSA piphmty: R$rn-to-WQrk Strate8ies flom Other 

GAOIT-HEHS-98-230 
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related GAO product..~ appears at the end of this statement.) In our recen.t work j we 
conducted survey interviews with 69 people who were receiving DI benefits· and workIDg 
in one of three metropolitan areas. 

hl summary, the group of DX beneficiaries we interviewed identified a rartge of 
factors that enabled them to return to work. Factors most prominently Cited were an 
improved ability to function itl the workplace as a result of successful health care and 
encowagement from family, friends. health care prOviders, and coworkers. On the other 
hand, DI work Incentives-such as purchasing Medicare upon exit from the rolls·-and 
assistance from SSA stAff appeared to play a limited role in helping beneficiaries become 
employed. A number of respondents said, however, Ulat the provisions that allow them 
to work for a period of time without losing cash and medical benefits and to retain health 
care coverage for a limited time period after caah assistance ends were helpful 

Availability of worksite-based health insurance appears to differentiate respondcnt'8 
who plan to leave the roDs in the future frOm respondents wh.o plan to stay. III addition. 
our ~aJysis of some of the proposed changes to work incenti:ve&-such as gradually 
reducing the DJ cash beneftt level as earnings increase-indicates that there will be 
difficuJt trade-offs in any attempt to change the work incentives. Although our work 
sheds additional Ught on this issue, the lack of empirical analysis with which to 
accurately predict outcomes of possible interventions reinforces the value of resting and 
evaluating alternatives to determine what strategies can best tap the work potential of 
beneficiaries without Jeopardizing the availability of benefits for those who cannot work. 

Established in 1956, D1 is an insurance program rund~ by Social SecuritY p~on 
taxes. There are a number of criteria an individual must meet to be eligible for 01 
benefits, including a sufficient work history and a lost capacity to work due to a 
disability. Medi¢are coverage is provided to OI beneficiaries after they have rec~ived 
cash benefits for 24 months (individuals do not have the option to purchase Medic\U'e 
durtng this waiting period). ' 

To be considered disabled for DI benefits, an adult must be unable to engage in 
any ~ubst.antial gainfuJ .activity because of IlIlJ medically det.rminabh~ physical or mental 
impairment that can be expec~ to result in death l)r that has latited or call be expected 
to last at least 1 year. Moreover, the impaitment Inust be of ~uch severity that apex-son 
not only i8 unable to do Iris or her preY10us work but:...considering agel education, and 

Systems May Improve Fedeul PnuJama (GAOIHEHS-96-133, July 11, 1996); SQcial 
Secwitjy: Disability Programs I .. in Promo11nc Return to Work (GAOIHEH8-9'1-46, Mar. 
17, 1997); and Social Security Di5Bbili1l Insurance: Multiple Factors Affect BeD~ 
AbllitJ; tQ Bewm tq \york (GA0JHEHS.98.391 Jan. 12. 1998). 

GAOIf-HEHs..98-23(}2 
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work experience-is unable to do any other kind of substantial w')rk that. exists in the 
national economy. 

. The Social SE.'t.'lllity Act states that SSA is required to promptJy refer people 
applying for disability benefits to state vocational rehabilitation agencies for services in 
order to maximize the nwnber of such individuals who can return to producttveactivity.l , 
To reduce the risk a benefici&ry faces in trading guaranteed monthly income and 
subsidized health coverage for the uncertainties of employment, the Congress established 
various work incentives-indudin.s a trial work period, an extended period of eligibilityl 
and Medicare coverage buy-in. These incentiVes are intendod to safeguard cash and 
health benefits while a beneficiary tries to return to work. 

The trial work period allows DI benefiCiaries to work for a limited time without 
their earnings affecting their disabilit;y benefits. Each month in which earnings are more 
than $200 is counted 8$ a month of the trial work period. When the beneficiary has 
accumulated 9 such months (not necessari.lY consecutive) within a 6().month rolling 
period, the b1al work period is completed. The extended period of eligibility begins the 
month following the end of Ute trial work period. The extended period is defined a..CJ a 
consecu11ve 36-month period duri.ng which cash benefits will be reinstated for any month 
the beneficiary's earnings are less than substantial gaintul activib' level (in 1997, $500 for 
people with disabilities; $1,000 for people who are blind)•. Cash benefits may be paid for 
an even longer period of time if a perMn is unable to perfonn any substantial gainful 
activity. 

Another work incentive alloW'S tor continued Medicare co-veragc for at least 39 
months following a. trial work period, as long es the individual continues to be medically 
disabled. When this premium"-free period ends, medically disabled indiViduals may elect 
to purchase Medicare coverage at Ute same monthly premium-ovcr $300 Cor full coverage 
in 1996-paid by individuals age 65 or older who are not insured for Social Security 
retirement benefits. 

FACTQRS THAI AFDCI BENEFlCIARIES' 
MOVEMENT INTO THE WORKFORCE 

Most working DI beneficiaries we inteniewedreporr.ed that fu,ancial need and . 
enhancing self..esteem were the main reasons for attempting work. They repurted a 
number of factors as helpful to becoming ernployed (aee table 1). The two mWit 
frequently reported fact.nrs-bealth jptervenijoM and encourasement-appear to hKve been 
the most critical in helpmg beneflc1a1ies become employod. Pint, health interventions-·· 
such aa medical procedures. medtcatiol15. physical therapy. and psychotherapy-reportedly 

'Stat.e vocational rehabilitation ageneies also provide rebabilitation services to people not 
Involved with tJle DI program. 

GAorr..HF:ffS.98-2303 
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heJped benefictaries by stabilWng their conditions and, cor.sequently, improving 
functioning. Not only were health interventions perceived as important precursors to 
work, but they were also seen as important to maintaining ongoingwodc attempts. 
Encouragement to work was also critical. Respondenrs told us they received 
encouragement from family, friends, healUl. professionals, an(l coworkers. 
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Table 1: Factors ,",.u'acilitAted Working DI Ikneficiaries' Employment, J)Y Fr~g~enCl'....Qf 
Re'QQrtin,. 

., - .. ,." 

'aetor 
Primary 

.. DuuipdoD SilP'dtka.ncu 
.. 

Health ~ntQrventiol1 Health inuuvenUons provided medical 
stabilization and improved funt1io1li.n8· 

Early return to work Without health 
inkJ'Wlthon may be diffiwlt for some. 

EncoW'lllseroent. F.m.ilY. friend5, coworkers, and health 
profc&!donalli pro'YIded eneouragement 
and emotional IUpport. 

Deaire to w(.:k can be influenced 
positiwly, and possibly ne£at;iveil'. by 
rocial forces. 

SecoDdaq 

Flexlble work 8<:hedule NW'Ilber of .boon and work sdiedwe 'l'yplcal D-day, 4Al-hoUl' work week ma;y be 

Jobo!e)awc1 ~ :md 
eemccs 

were rtspons&ve to tapondents' MecSs 
and r.apabJJltie.s. 

Training and semee:s w.. dire~ 
fe'l~ted to tindina and ,perfOl'ltdng a Job. 

unreali8tic for some be.nrfttiarlet. 

..
Has implications for retaininl worken II, 
the .l.D.bor for~ who Qth~rwise might 
apply fot' SocW Security disability 
benefits. 

TrtaI work period! 
.-rXWl.dcd period of 
eUg1bilit;y 

8M ProvilJons allowed' beneficiaries to 
tetrt their work capac:ity without 
jeopardizing benefits III'KI t:$M tr8I\Sltion 
to work lorce. 

Trial work period repot'l;ed as useful, 
although S(lme teU that 9 InonUw i. too 
short and $200 earnings I~~I l.i t.oo toW'. 

HJah saJt·mod.a.l1on 

TertIary 

RdiJious faith 

Respandentll strongly wanted or needed 
to work, especially com.pared with 
disabled peers withOut jobe. 

ReliIiO\,tB f~ repGIUId &5 JD'mdtntt 
IOU~ ot sttent'h Nld IUidance. 

Motivation to work m~ develop over 
time, as abOUt 3 in 10 did not expect to 
work lIpon proltam enb"y. 

"'

"'

~ew did not speci1ic~ addn5.'5 
religiuus faith: tt may be more important 
than reported. 

Job COBches ()n.,sjte job coach or &imilar SJlecialist 
taught work $k:ilb. 

Hal implica~ons fOf reta.in1J\l worker.. in 
the labor force wao otherwise mi,ht 
apply tor SOCial SeCU1'i~ d.i9abiliW 
benefits. 

Asaiatlve devioos and 
equipment 

Amont! ,"0$ t.requenu), mentioned At.etn5 
wcrt backlleg brace., canes/crutches, 
adapted compUt.erslktyboar4s, and 

Usel'U1ness of as.s.LsUve devices and 
equipmont is largely limited to people 
WfttI Physical impauments. 

whaelcha.in. 

Provisions provided by 
AmNit:&n$ 'filth 
Disabilidea Ad (ADA) 

Respondents reported that ADA 
prmded rightJ, aceonunod8d.oM, and 
h.iriq opportunldeJ. 

About one-tlUrd W~~ aware of ADA, at\d 
over o:n.:..Jtalf of tbo.se who were .ware 
llaid ADA was not helpful. 

tFactol'8' are categorized into three groups-primary, secondary, and tertiary-on the basis 
of flow ofteil all respondents reported them. In some instances, we combined related 
areas of &Support and services in developing the factors and assigning relative importal\ce. 

GAOn'-HEH8-98-230 
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A number of beneficiaries described the factors that helped them return to work. 
For example, Carol, an adlllinistrative support worker in her thirties with a -manic 
depressive disorder, pOint.ed to encouragement and medical intervention as factors that 
enabled her to continue working: 

My family members ....encourag(edJ me to go to work and not tely on dbiability 
income. They were helpful to me in assessing the merits and benefits of PQtelltial 
job offers... , I am using a combination of Pro~ac and Lith.ium medications to 
control my condition and (allow] me to work regularly where I don't use my ~kk 
days. Therapy with my cOWl.Selor for over 4 years has really allowed me to work 
and fUnctiori in a work environment 

Similarly, Mark, a maintenance worker in his thirties with epUepsy. said 

Medication[s) for Imy) epilepsy help keep [myl conditiOn Wlder control, which 
mJ.n.imlz6$ seizures and the risk of getting fired ....(My supervisor] check[sJ from 
time to time to make sure everything is oka¥ [and] even suggests taking days off. 

Stephen, a bartender in his thirties with IUV. identified various indiViduals in the 
community who sUPpOrt him: 

[My} infectious disease doctor [is) encourqing and is very supportive. He wrote a 
letter to (roy] employer explaining (my] condition and my capabilities. {My] 
parents are very 8upporUve {and my] medications have made me physically able to 
work. [Coworkers are} providing eMotional support. 

In addition to medJcal intervention, Loms-a financial counselor in hi.. twenties who has 
cancer-credtted the ADA for providing him rights to contmue working: 

All my treatment.s-cherno. radi&tion, and my eye -surgery-helped me to get well 
and become physically able to work. If I did not have treatments, I would be dead. 
{The ADA] keeps employers aware that employees C3lU\ot be dismissed because of 

_. . . .disabilities. 

Yvonne, a cashier In her forties with an anxiety disorder, also found-in addition to 
medical intervention and community suppon-ADA he]ptu.J~ 

Psychotherapy and group therapy {have} been helpful. Aloot medicabon has been 
helpful ... My psychotherapist has gone out of his way to help me. I can call him 
at at\Y time. The pastor of my church has also coW\Seled me. At the college I 
attended, a director of the disabled talks to my professors and teUs them about my 
condition so that they CM take thlslnto account when assigning work and 
evaluating my perfonnance... ADA ...a.-s helped because ( believe that they would 
not have hired me because of my problems.

GAOII'..HEHS-98-2306 
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Other, less frequently reported factors also enabled beneficiaries to work. 
Although Utese factors were less prominent over••1l1 any single factor may be th~ key 
detenninant in an individual's becoming employed. These factors include a flextbl~ 
schedule (particularly to have time oft to visSt a health professional), Job-related training 
and vocational rehabilitation services (especially job .search and on~the-job tlaitling). the 
trial work period and extended period of eligibility, and high self motivation. To a 
somewhat lesser extent, religious faith, job coaches. asslstive devices and equipment, and ' 
ADA prOvisions were useful. In general, siInilar proportions of respondents with physical 
impairments and those With psychiatric impainnents cited these factors as helpful to 
being employed. However, people with physical impairments found coworkers and the 
trial work period more helpful than did those with psychiatric impairments. 

Our study results are generally consistent with published research regarding factors 
aasociated with employment for people with disabilities. FQr instance, many of the 
respondents we talked to reported a high motivation to work, were educated beyond high 
school, or were in their thirties or forties. For many. work seemed to be econollucally 
advantageous because they were earning at least moderate-level wages and receiving very 
few program benefits-such as hOUSing ass1stance and food stamps-that are contingent 
upon low earnings. Consistent with other research, medical interventlc.1ns, technology) . 
accommodations, and social support were found to facilitate retW'n to work. . Unlike other 
studies, transportation appears to be neither a strong facUitator for nor an impediment to 
employment. However, this may be due to the fact that our respondents were selected 
from major metropolitan areas. 

Role of SSA Work Incentiyes and StAff Involyement 

Based on our diSCWiSions with benefiCiarieS, DI program incentives for reducing 
risks associated with attempting work appear to have p~ed a 11mited ~le in 
beneficiaries' effol"C8 to become employed. Althougll the trial work l')criod was considered 
helpful by 51 respondents, several indicated it had shortcommlCs. For inStance, tJley , 
indicated the amo'Unt signifying a "successful· month of earnings ($200) WH5 too low j an 
all-or-nothing cutoff of benefits after 9 months was too abrupt, and having only one trial 
period dld. not rc*-c:ognize the c:yclical nature of some disabilities.. RespOIldents' mixed 
Views ot the design of the Dial work period sQSgest that while they value a transitional 
period between receiving fUn cash benefits and losing some benefits because of work. 
they might be more satisfied with a dift'e .....J1t design. l''\na.lly, over one·fitth were unaware 
of the trial work period and theMMre may have unknoWingly been at risk of l05ing cash 
benef1Ql~ 

Many respondent:6 were unaware of other work incentives as well. Con!iequ~ntly, 
fewer respondents reported thew incentives as helpful than might have had they been 
better informed. For example, 41 respondents were unaware of the proviSion that allows 
benefidaries to deduct impairment-related work expenses from the amount SSA considers 

GAM-HEHS-98-2307 
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the threshold, for determining ~ontinued eligibility. l3 Using the deduction could make it 

easier lor 8 beneficiary to continue working while on the roUswithout losing benefits. 

Moreover, 42 respondents were unaware of the option to pur~hase Medicare upon leaVing 

the rolls. As a result, some of these beneficiaries may decide to limit their employment 

for tear of losing health Cr'lre coverage, while others, planning to leave the rolls, may think 

they are putting themselves at risk of foregoing health care coverage entirely upon 

program tennination. 


Generally, respondents told us SSA staff' with whom they in~racted provided 

neither muth heJp in nor much of a hindrance to retum..to-work efforts. Fifty-nine 

respondents answered "no" When asked if people from SSA assisted them in becoming 

employed. However, 62 respondents reId us that they did not have experiences with SSA 

that made it cIi.ftlcult to become employed. ' For the 17 people reporting diftlculties, the 

mQst COmmon examples cited were the limited assistance offered and poor information 

provided by SSA Also, some beneficiaries noted that the $600 monthly earnings 

threshold used in the fonnuJa to determine if a person With a diSability other than 


. blindness i8 working at gainful activity level (and therefore no longer eligible for benefits) 
is set kto low. . 

When examining respondents' comments indirectly related to our questions. we 

found that about one-third indicated frustration or dissatisfaction with some aspect of 

SSA or the 01 program. For example, some responaents told U5 they felt that the' 

program was humiliating and Jost sight of people's needs. Moreove:. some respondents 

indicated that SSA suddenly Wormed them that they needed to repay cash benefits 

nUstakenly paid to them in the past. 


. We previously reported that DJ benefiCiaries were confused by program prOVlSions 

and recommended that SSA better imp]ement e$ting retum..tQ..work mechanisms. I

• 


Recently, SSA told us that its strategy to better promote return to work is evolving and 

that it envisions a partnership between field office staff and the private sector. SSA noted 

it continues to train field otftce staff about work incentives and :to disseminate 

multimedia publications about work incentives. In addition, SSA said it has been using 

the private sector to help inform beneficiaries and encourage them to work and expects 

to do 80 more in the future, Also, SSA has funded (in cOI\iunction with tile Department 

of Education's Reha.bilitation Servlce Agency) a research project that developed models 

for training private' sector dU;abWty case managers ~ut Social &~urily Dl provisions 


l3Exarnples of expenses llkely to.be deductible include attendant cafe services performed 

In U1~ work setting, structural mod1ticationa to a vehicle used to drive to work, 

Wheelchairs, and regularly prescribed medical treatment or therapy that is necessary to 

control a disabUng condiUon. 


·"See GAOIHEH&96-62. Apr. 24, 1996. 

8 
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and work incentives. Moreover. SSA expects that private vocational rehabilitAtion 
providen, participating under its experimental Alternate Provider Program and other 
proposed initiatives, will provide benefieiaries in,formation and encourage them to work. 

Lamer Term WgrkJ2ecis101\8 Wcm AlIa 

Afi'vcted by Healtb.J:;QDcerm 


Not surprisingly, personal health appears to be an oveniding issue as beneficiaries 
consider their fuf,uTe status in the Dr program and at the workstte. Among the 44 
fespondentB Without employer-based health insuranee coverage, 29 plan to stay on the 01 
rolls into the foreseeable future or are unsure of their future plans. In contrast, 15 of 24 
respondents with such coverage plan to exit the roUs. Moreover. when asked· if anything 
would make it harder to work, about. one-half of the 46 respondents who responded 
J1Iirmatively saJd that poorer health would inhibit employment. Similarly, some said that 
improved health would facilitatA! work. Againi we found little difference in future work 
and program plans between people with physical and psychiatric impainnents. 

MlRK lNCFJNTIVES DJ,lISTRA'J'E PJtl1Cl1IJ 

IBADE-OFFS 1N..DlSABlLl1'Y REFORM 


As noted earlier, some work incentives were perceived to be more helpful than 
othC1"9. However. changes to work incenti"e may help some individual beneficiaries or 
groups of beneficiaries mOTe than others. Data from Virginia Commonwealth Univel'5ity'~ 
Employment Support Institute iUusttate this point. I

' For example, ftgure 1 shows th.at 
under current law, a PI beneficlarts net income may drop at two points, even as gross 
earntngs increase. The first -income clJfr occurs when a person loses aU of his or her 
cuh benefits because countable earnings are abcwe $500 a month and the trial work and 
grace periods have ended. A second income cliff mas occur if Medicare is purchased ; . 
when premium-free Medicare benefits are exhausted. 

ll!ofbe Employment Support institute at Virginia Commonwealth University developed. 
WorkWORLD softwaJ'e, which allows 1ftdividual$ to compare what happens to their net 
income (deftned as an individual's gross income plus noncash subsidies minus taxes and 
medical and work expenses) as earnings levels change under current law and when work 
incentives are changed. . 

GAOrr-HEAs.9~2309 
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Figure 1: Comparison o.f Net Incomt: for PI Beneficiaries Under Current l.aw and Under: 
PrODQ8d Tax Credit..and Sliding.-Scale MediCau: Buy-In 
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Source: Employment Support T.rai.n1ng Institute, Virginia Commonwealth University: 

Figure 1 also UlU8trates what happens to net income when a tax credit is combined 
.With a Medicare buy-in tllat atijuslS pruniums to earnings.II In this P<lrticular example, 
although the tax credit may cushion the impact or the drop in net income caused by ]QSI:j 
orbenefits, it P.oes not eliminate the entire drop. However, ~ figure 2 shows, this 
jncome cliff is elimi.nated when beneflts are reduced $1 for every $2 of earnings above , 
substantial gainful activity leve1. 

1drJ:'he tax credit used in this example assumes that the credit is refundable and 
supplements the eX1stlng Eamed Income Tax Credit 

GAOff-HEH&98-23010 
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flgure 2: Compa,;son of Net Income fOJ DI..Benefic:iaries Under Cyaent.Law and Under 
fuPoafd 6Q.percent Benefit Reduction Ra.te and SUd1ng~S<.iDMLMedic::are BuyJn 
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Source: Employment Support Training Inetitute, Virginia Coll\monwealth University. 

These illustrations underscore the complex interactions between earnings and 
beneftts. Changing work incenUve5 mayor may not increase the work effort of current 
beneficiaries, depending 01'\ their behavior in response to the type of change and their 
capacity for work and earnings. But even if the changes in work incentives .increase the 
work effort of the current beneficianes. a net increase in work effort may not be 
aclUeved. This point is emphasized by economists who have noted tllat improving work 
incentives may make the program attractive to those not cunently in it I':" Allowing 
people to keep more ot their earnings would make the program more generous and could 
cause people who are currently not In the program to enter it Such an effect could. 

17See HUlary WilJiamson HO)'lle5 and ~bert Moffitt. "The Effectiveness of Financial Work 
Incentlves in Social Security Disabili~ Insurance and Supplemental Security Income: 
Lessons From Other Transfer Programs,· in Qlaability. Work. and Cash Benefits, edited.by 
Jerry 1... Mashaw and others (Kalamazoo. Mich.: W. E. Upjohn Institute for Employment 
Research, 1996), and Hillary WiDi8JY\.9Ol'l Hoynes and Robert Mofl'ltt, Wfax:Rates and Work 
mcentl'\'eH in the Social Sec;urity DtsabilitiY Insurance Program:. Current Law and 
Alternative Reforms," May 1997. unpublished. 

GAOff·UEHS.9S-23011 

~ 
Ii 

,.. ~:~.'; -.:. 

http:edited.by


JUL-30-98 09.05 FROM. ODCLCA DC 202 3586075 10. 6075· 

I. . 

reduce overall work effort because those individuals not in the program could reduce 
theh' work effort to become eligible for benefits. Moreover, lIIlprovingthe work 
Incentives could also keep sOme in the program who might otherwiSe have lett. Allowing 
people to keep more of their earnings would also mean that they would not leavf::: the 
program, as they once did., for a given level of earnings. Such a decrease in this exit Tate . 
could reduce overau work effort because people on the disability rolls tend to work less: 
than people off the rolls. The extent to which increased entry occurs and decreased exit 
occurs will affect how expensive these changes could be in terms of program co~1S. 

The costs of proposed refonns are difficult to estimate with certainty because of 
the lack· of infonnation on entry and exit effects. Moreover; determining the effectiveneSs 

.of any of these proposed policies in: iIlc~asing work etrort. and reducing caseloads woul~ 
require that m~or gaps in existing research be ftlled. 

Mr. ChainnaJl, thlS conclude$ my formal remarks. · I will· be happy fD answer any 

questions you or other Membel'$ of the Subcommittee may have. 


GAotr-HEHS·98-23012 
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