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SOCIAL POLICY 

Breaking Down Barriers For the Working Disabled 

» G·overnment rethinks health care eligibility rules that discourage 

self-sufficiency 


By Sue Kirchhoff, CQ Staff Writer 

!PORTLAND, are. - Maneuvering his wheelchair across a rain-drenched 

campus, Michael Goldhammer looks as if he has beaten some long odds. 

Born without use of his arms or legs, the 52-year-old works at 

Portland Community College as an "ac1aptive computer apecial.~.!:.L 


r~~lng ele.tITl.prnent......to meet the special needs of disabled ~~~. He 

also runs. a consulting business, providing simila:: adllice to private


-= --""._--""-'-" -------.:;=----customers. 

The succeSs is not as complete as it appears, however. Along with 

the Idaily challenges of navigating a world designed for. the able-bodied, 

Goldhammer must steer through a maze of federal and state regulations 

that limit the amount he can earn. ' 


If he makes too muoh money, the government will cut off Medicaid 
. health benefits, including attendant care to help him dress., bathe. and 
get,to his job. Commercial insurance does not cover such services, which 
in ~ie case cost about $15,000 a year. 

Goldhammer laments that many people with dis.l!!I.bilitiea have chosen 
not to seek employment rather than risk the loss of health care or other .~. 

aid. 

"These people are not criminals. They are people who would like to 

go to work, who would like to have the skills to do so. But [federal 

programs] have a poverty mentality," he said. 
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The disabled face a catch-22. To qualify fo~ fede~al assistance, 
they must prov,e they are unable to work. o?ce enrolled in government 
disability programs, they become eligible for Medicaid or Medica~e. 

_________.....-------.... _ ......._,,'._,~,."' _ _"_ __""..- .. _ ..It..._~....__--....:-,___ 


Advances in technology, tougher civil rights laws ~nd mandatory 
public education have made it possible for mo~e people with physical and 
mental impairments to enter the job rna~ket. Those who choose to do so, 
and give up government aid, may be able to make up fo~ lost cash 
benefits, but they a~e far less likely to find health care coverage. 

c 

Faced with soaring costs, the increasing clout of- activists and a 
widening belief that the current system is outdated, Congress, states 
and the Clinton administration have begun a bipartisan effort to expand 
health care and job training. 

"This is. a very genuine problem. People who need peX'sonal assistance 
in order to live and work, and in addition have talents that can be used 
in the workplace/ need some way to pay for the care," said Virginia P. 

Reno,. director of research at the National Academy of Social Insurance, 
a nonprofit organization in Washington, D.C., that researches welfare 
and health care programs. "Private employers are not keen on picking up 
the costs." 

wbile lawmakers have made some progress, they face major obstacles 

primarily the fact that expandi~ health care andothe~ support
- -~ 

services is a multibillion-dollar proposition. As Congress learned with 
"t'l1e j:99&"wElHAfe overhaul (PL 104 lsi::n I helping move people off federal 
assistance and into jobs requires up-front investments to reap long-teX'm 
gains. (1996 Almanac, p. 6-3) 

Disability advocates, who have gained political sophistication and 
clout' over the past several decades, argue that Democrats should have no 
qualms about supporting a voluntary effort to move the disabled into 
work. And the Republican campaign for self-sufficiency, they argue, 
should not end at the welfare office. 

"What could be more in the interests of Republicans than getting 
people off the rOlls and back into the wo~k force?1I said Peter W. 
Thomas, a Washington att6rney with Powers, Pyles, Sutter & Verville who 
represents the National Organization on Disability, an advocacy group. 

Nearly 5 million disabled workers, along with 1.6 million spouses 
and dependent children, received benefits under Social Security 
Disability Insurance (SSD1) in fiscal 1998. Payments are based on the 
length of time a worker paid Social Security payroll taxes. 

The second major program is Supplemental Security Income (851), 

which is based on income. Originally envisioned as an income supplement 

2 Wa;rhinll/r)ti 101m· C(lIIgr'f#lS/t)N11 auurtffrly 
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tor the elderly poor, it is now primarily a disability prqgram, serving 
more than 4 million disabled adults. 

Nationally, fewer than 1_ percent,-E.!.Jill2.~.~.Qp':_alll...~ealze the p.rQg::r:~ 

for iob~~. The une~ployment rate for the severely disabled is estimated 
at n~arly 70 percent. 

Meanwhile, the number of working-age individuals receiving fege~~1 
d:l.~abili ty beneHts has mor-=-~~ do.::~.led __~~_e::: the ~,t....g~?,.,e. Spending 
b;:iroonecl to-'TI'\'onr'tncrf1'~ billion it:l fiscal 1998 from $25 billion in 
fiscal 1986. 

Effective in October, 
receive permission from tti Financing Administration, which 
runs Medicare and Medicaid, to set up a new program to allow the working 
disabled to earn significantly more and still retain eligibility for 
Medicaid. 

NEW DISCRETION FOR STATES 

That plan, which will be up and running early next year, means that 
Goldhammer, unlike disabled individuals in other states, will be able t.o 
work as much as he wants without worrying about losing health insurance 
coverage. 

The state will req~ire recipients to make Medicaid copa~ent8, which 
will rise as salary increases. For example, someone with gross earnings 
of $30,000 would pay about $20 a month in premiums. The expectation was 
that as individuals earn more, they would take advantage of tax 
deductions and private inBuranc~ to move off Medicaid. 

The plan is designed to help not only those who now receive ssr and 
SSDI, but to enable working individuals with physical and mental 
impairments who are not in either program to purchase Medicaid. 

The Medicaid buy-in was made possible by a little-noticed provision 
of the 1997 budget-reconciliation law (PL 105-33), proposed by the 
Clinton administration, which gave governors new discretion to expand. . 
coverage under the federal-state health program. (1997 Almanac, p. 2-18) 

"We passed these people over for years. We invested in them through 
vocational education.... Then we didn't do anything on the other 
side, which was trying to put them to work, ,. said Gary K. weeks, 
director of the oregon Department of Human Resources. 

"we spend a lot of money [through government programs] on people who 
don't want to go to work, while we ignore people who are ready and 
willing togo to work," he said. 

3 Wasrnllk((ll! Alert - C(m~r~sslollal Quarterly 
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While the fine print of the Oregon initiative is still being 
deve!oped, it is already having an effect. Right now, Goldhammer is able 
to hold his job under "self-support provisions of the existing state'I 

Medicaid program that allow him, for a three-year period, to make a 
spec£fied income,· keep Medicaid and contribute to a special checking 
account to purchase a new van. 

His three years are up in October 1999. Without the new Oregon 
proposaL he would either "have to make a big jump or quit. 1\ 

One of the first to find work under the oregon program was Scott A. 
Lay,a quadriplegic who had done only limited consulting and volunteer 
work in order to protect his benefits. An unpaid advocate who pushed for 
creation of the initiative, Lay was hired by the state to implement it. 

. 
"It's costing the state now . to keep us not working, so why not get 

us working and collect the taxes?1I said Lay, 47, in his home office, 
full of plaques from disability groups, pictures of Franklin D. 
Roosevelt and John F. Kennedy -- and science fiction movie posters. 

"It's our belief that people who work are healthier than people who 
stay .at horne and watch TV. To US it's a no-brainer. Why didn1t we do it 
a long time ago? The opportunity wasn't there," he said. 

Vermont and Wiscop~:Qare experimer;ting-.l6litb smaller initiat~ves. It 
is uric lear how many other states will follow unless Congress pa.sses 
legislation to provide financial incentives, ra.ther than just 
permission, to extend care. 

For example, advocates said, about 39 statea and the District 2t 
Columbia now offer attendant c.are under.,.Me.di.~.iais]., a key element in 
aiIOwing ma:nYdi;~-mt~--~~~k. Without additional federal funds, those 
who do not offer the benefit may be unwilling to do so. 

CONGRESS DEBA~ES CHANGES 

The 105th Congress made several attempts to extend health care and 
training for those with chronic conditions. 

The House "on June 4, by a vote of 410-1, passed legislation ( HR3433 ) 
that would have created a voucher system for the acquisition of training 
and rehabilitation services from state vocational offices or businesses. 
It would also have extended the: time ehe working disabled could receiva 
Medicare. (CQ Weekly, p. 1540) 

The measure was designed to give rehabilitation agencies financial 
incentives to get the disabled into the workplace. 

4 Washing/lilt A/tit. ClJlIcresxiollai QUQrfllrly 
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The bill, sponsored by House Ways and Means Social Security 
Subcommittee Chairman Jim Bunning, R-Ky., and ranking Democrat Barbara 
B. Kennelly of Connecticut, was based partly on the clinton 
administration's 1997 "Ticket to Independence" training plan . 

..:.. ' -. .....".... .. ' ..........,."¥---"'"..~".,.... ""-,_....__.I ...._'--·...........""" .. -.,~ ....._ ...._ ......, ...__.,... _.,.. ..._ 


"The disability program is like a big, black hole. Once people fall 
into t.he program they never seem to make their way out," Bunning said 
when introducing the bill in March. 

The legislation did not clear the Senate. The problem was not lack 
of support, but rather efforts to expand the bill. 

Senate Labor Committee Chairman James M. Jeffords, R-Vt., and Edward 
M. Kennedy, D-Mass., drafted a measure that included the House training 
provisions, but took the next step in allowing the working disabled to 
buy into Medicaid and providing grants to states to help cover the cost. 

To win support, the senators scaled their initial bill back to a 
plan estimated to cost $1.5 billion to $2 billion over five years. They 
pushed it during last-minute negotiations on the fiscal 1999 omnibus 
spending law (PL l05-277). Although supported by the White House, it was 
not included because lawmakers were ooncerned about attaching such a 
comprehensive paokage to the spending bill. There was also controversy 
about proposed spending offsets. 

"Despite endless rhetoric about wanting to help people with 
disabilities'get back to work , the Republioan leadership slammed the 
door on legislation that would have removed barriers preventing people 
living with HIV/AIDS and other disabilities from being active 
participants in the work force," Sandra L. Thurman, director of the 
Office of National AIDS policy, said in an Oct. 15 statement. 

rhe senators will re-introduce the bill early next year. They are 
hopeful that Clinton will propose funding for it in his fiscal 2000 
budget. 

"The legislation that Sen. Jeffords and I will re-introduce next 
year is designed to encourage and support every disabled person's desire 
to worK, to live independently and to be a contributing member of their 
community," Kennedy said. 

House aides said that the issue could also arise again next session 
as part of a larger bill to enhance patients' rights under managed care 
health plans. (Managed care, CQ Weekly, p. 2074) 

Even as congress and the states concentrate on getting people to 
work, there are accusations that basic needs are unmet. 
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dn Nov. 2, in a protest timed to the midterm elections, members of 
Americans Disabled for Attendant Programs Today used their wheelchairs 
to block the entrances of the Democratic and Republican Party 
headquarters. They were protesting, r.he fact that many state Medicaid 
programs do not pay for in-home care, such as personal attendants, 
forcing many to remain in institutions.· 

House Speaker Newt Gingrich, R-Ga., last year introduced legislation 
(HR2020) that'would have expanded Medicaid to cover such services. The 
bill 'went nowhere because it would have been too costly. 

The ~efforde-Kennedy measure would have required states that elected 
to extend Medicaid for the working disabled under a grant program to 
also offer attendant care. 

Some caution that while the emerging work initiatives are an 
important step, they are not a panacea. To qualify for federal benefits, 
~;;.dividu~s must meet a tight standard of disability and_many §imp'::V 
have too many chronic problems to go to work. 

lilt's not going to create droves or millions of people going off the 
rolls, but there are,significant numbers of people who, because of the 
security of health care ... decide not to work," said Ken McGill, 
Social Security Administr$tion director of employment and rehabilitation 
programs. 

"There are young people and others with pretty productive potential, 
but if the system is against them they are not going to work," he said. 

Oregon officials estimate that 174,000 of the state's citizens are 
out of the job market due to disabilities. Of those, 125,000 want to 
work. 

The Medicaid buy-in is just part of an overall Oregon initiative to 
improve training and form partnerships with businesses that hire the 
."~ , .1,""- ........,,--.-_...............-___..:._.....:...,. ___ 

disab~~~. Since the program started in 1996, the state has placed 500 
people in jobs and volunteer work. 

There are concerns that the system may favor people with aorne 
di8a~ilities over others~ ~aula Blue, executive director of The Arc of 
Oregon, which advocates for the mentally retarded, said the Medicaid 
program was mainly designed for those with physical, not mental 
impairments. The group has started a campaign to draw attention to 
Oregon's waiting list for vocational and support services. 

"We're just at the point where we're seeing people corne out of the 
system under the 1975 [education of the disabled] law. What are we 

Wa.!hlnllloll Alert· C(llIlIl'f:l9iflnU/ Quanel'(V 6 
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. 

doing? We're putting them on waiting lists," she said. 

Supporters said expanding Medicaid prescription c()verage would be a 
major help for those with mental conditions, whose drug costs can run 
hundreds of dollars each month. 

The fate of work legislation is also tied to a broader debate over 
Social security. Clinton has called on Congress to pass legislation next 
year to ensure the long-term solvency of the program, which provides 
retirement, disability and survivors' benefits to 44 million Americans. 

Some proposals call for reducing SSDI. funded through the program/s 
payroll tax, by as much as 30 percent, in line with possible reductions 
in retirement benefits. 

Furcher, the General Accounting Office has placed SSI -- which the 
liber,tarian CATO Institute in 1995 labeled the '''black hole of the 
welfare state" -- on ita list of programs susceptible to fraud. The 
Jeffords-Kennedy bill would have been financed, in part, by cracking 
down on alleged abuse in the program. 

Congress in the 1996 welfare law tightened SSI benefits to children 
and e:liroinated aid to legal immigrants. Lawmakers later rolled back many 

of those provisions. 

COPING WITH ROUTINE 

Tens of millions of Americans have physical and mental impairments 
serious enough to affect their ability to perform the regular routines 
of daily life. The effort to improve the legal status of the disaoled 
has been described as the next step of the civil rights movement. 

In 1975/ responding to court decisions, Congress ~assed legislation 
(~L 94-192) guaranteeing a free and adequate public school education for 
children with physical and mental limitations. (1975 Almanac, p. 651) 

The 1990 Americans with Disabilities Act (PL 101-336) barred 
discrimination in employment. public services and access to puolic 
buildings. Estimated to have an impact on 43 million Americans, the law 
also required businesses to make "reasonable accommodations" for 
workers. (1990 Almanac, p. 447) 

Still, a Harris Survey conducted in July for the National 
organization On Disability found just 29 percent of those with chron~9 

".:tF. 

heal th condit;,.ions worke..9.-J~ll .£r lGart-l.~.!". compared with 79 percent or.-----_. -
the broader population. One-third lived in households with income of 
$15,000 or less, mOre than double the proportion for the able-bodied. 

( 

7 Wa,fh/n/ltlm Alerl - CII"l!rtJJ/(IIIu/ Quarterly 
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"I've had a lot of people say that there are attitudinal barriers 
that .make it not very likely that they're going to be accepted on the 
part of employers and others in companies," said Alan A. Reich, 
president of the organization. The work issue is not a new one for 
congress, which in the past has tried to build employment incentives 
into·federal programs. 

SSDI provides average monthly aid of more than $700. To qualify, a 
worker must have a medical impairment that is expected to last at least 
12 months and prevents substantial gainful activity. After 24 months, 
individuals become eligible for Medicare, which covers hospital and 
physicians' bills -- but not prescriptions or attendant care. 

SSDI beneficiaries lose cash benefits when they earn $500 per month 
after a nine-month trial 'and a three-month grace period. They can 
receive Medicare for four years while working, but must pay the premium. 

To receive SSI, adults must meet the Social Security disability 
criteria and have a low income. Once on the rolls, they are eligible for 
the ,state-federal Medicaid. program, which covers prescription drugs, 
long~term care and often attendant care. About 1.6 million people 
qualify for both disability programs . ------------------~----. __........_ _ ---=-.r~, .......~ 


SSI has more liberal work rules. As income rises, cash benefits are 
reduced gradually until they reach zero. Individuals can still receive 
Medicaid until they reach state-specified caps of about $20,000 

annually. Experts warn that that income level is too low to meet both 
living expenses and health care. About 6 percent of working-age 
recipients were emplo¥ed as of September. 

Oregon is well-positioned to launch the Medicaid buy-in. The state 
in 1981 was the first to receive a federal waiver to provide attendant 
care and other services as an alternative to institutional care. 
Further, Oregon has one of the nation's most expansive Medicaid 
programs. 

WATCHING OREGON 

Lay said officials from other states have been calling him to get 
the details of Oregon's experiment. He added that they blanch when he 
tells them Oregon has no firm estimate of how much it will save -- or 
cost. 

"They always ask the same question: How many people and how much is 
it going to cost? We always say we don't know, and that scares them," 
Lay said. 

The 1997 budget law gave ar.stes authority to expand Medicaid under 

8 WI/,lniIl8Irm Alert· C"ngl'f.1.W/mlill Quarterly 
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the following criteria: an individual had to be working, have a 
condition that met the Social Security disability definition and have 
net income below 250 percent of the federal poverty level, or $20,125 
per year for an individual. ~articipants did not have to be on the 
federal rolls to qualify. 

Lay said Oregon officials figured that under those guidelines, the 
program would still impose an effective income cutoff at about $40,000 
annually. Further, individuals on SSDI -- most in need of access to 
Medicaid's personal attendant care and prescription drug benefits -
might not qualify. So the state got federal permission to tailor the 
guide~ines. 

To ensure the maximum number of people will be eligible, Oregon will 
not count unearned income' -- disability, veterans', black lung or other 
benefits. 

Current SSI rules allow only $2,000 in savings. Oregon will permit 
up to $12.000 along with separate, special savings for major expenses 
such as a motorized wheelchair or a van. The state will also allow 
individuals to deduct expenses directly related,to a disability, such as 
special adaptive cushions or medical equipment. 

There is recognition in Congress as well that the 250 percent income 
limit is too tight. The Jeffords-Kennedy bill would have eliminated the 
ceiling. 

Still, Roger Auerbach, assistant director of the Oregon Department 
of Human Services, said when he described the program to officials from 
ot.her states at a recent meeting, some could not understand why Oregon 
had decided to implement the plan. 

T'o follow, other states would have to expand Medicaid spending for 
attendant care. Increased work force participation could boost state tax 
revenues,butmajor savings from the program would likely aCcrue to the 
feder,al government. Many state administrators are closely watching the 
JeffordS-Kennedy bill and other initiatives. 

W(llhlitgtoll Altlrt· Cmfll""siolla/ auart~Yly 9 
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DRAFT: Health Options: Return To Work 

• 	 Aggressively promote Medicaid buy-in option. This new policy allows states to let 
people with disabilities, regardless of whether they receive SSI or SSDI, buy into 
Medicaid, subject to an earned income limit of 250 percent of poverty and unearned and 
assets limits. Participants would receive the full Medicaid benefits package offered in the 
state. 

The Administration intends to put out additional guidance, to work with the Governors 
and state Medicaid directors to encourage them to take this option. [add specifics] 

.' 	Make Medicaid buy-in option more accessible to people who work. Several 
provisions of BBA limit its ability to help people with disabilities returning to work. 

250 percent cap on earned income 

Lifting limit on unearri.ed income 

Lifting limit on assets 

[Note: All of the above can be accomplished using 1902(r)(2) without any scoring 
implications. States can also limit the upper eligibility limit with 1902(r)(2), whereas 
they could not if done legislatively.] 

• 	 Create incentives for states to take the Medicaid buy-in option. SJnrings in SSI and 
SSDI resulting from people leaving these programs could be used to pr,ovide grants to 
states to encourage their participation in this Medicaid option. Depending on amount of 
funds available, three types of grants could be given: 

Planning grants. To provide an immediate incentive for states to take this 
option, states that submit a short description of their plans could receive a grant 
(the same amount for all states) to develop state plan amendments. States must 
consult with the disability community in this planning process; [$100,000 
200,000/ state] , 

Infrastructure and outreach grants. States that submit a state plan amendment 
could receive a grant for infrastructure development and education about the new 
option. This grant could be based on the number of people with two or more 
limitations on ADLs. [Allocate up to $5 to 100 million] 

Performance grants. States could receive an annual grant based on the number I, of people leaving SSI and SSDI for work. [HHS is working on the details] This 
grant would serve as a way to share .with states the savings to SSA resulting from 
people leaving SSI and SSDI for work. [To be determined] 
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JeffordslKennedy Ret,!rn to Work Bill y.~ ,~ J.fcg~It}()jiu-e1J!-v 'VY'3rf~,Populations Covered 

CUR.R.ENT LAW 

DISABLED INDIVIDUAL 

WORKING INDIVIDUAL UNDER 11K 

~ligible Worker \\.i.th a Disability 

(EWlD) 

State definition of~"Otk eligible 

bi~ ISSI 
'I((pf~ 

Pr(fcJJe. 

(NO! 00 SS! or SSDI) 

WHAT ARE THEY GETIlNC NOW? 

Ifnotworking: 

No cash benefits 

No acute care 

No long-term care 

Ifworking: 

No casb benefits 

No aclUe care 

No long-term care 

WI!AI.I)~TIIEY_GEIUNDEItJiK1 

~'Hu·~fiJ~ 
1) Work lneenti\'e SCn'Iee5 (SWOP) 

Reduc~ Medicaid benefit package fOf disabJed only 

Enh.oC<d CHIP FMAP 

States would amend Medicaid state plan 

Stat< must provide at least PAS & drugs.. t\1n Min, 
Slates could reduce benefit Slalldard

Slates would bave to comply with Slal 'eriess 

and comparability 0 f SetVl7' 
,;., dJjJc~ft.r

Free below 15()111o -1/ 
Buy-in above 150% ! 
Mlrf,Slidin;;tl;Jtf~p"i 

1) Counseling o...y 

OPTIONS OPTIONS 

SSDI (0 t. 14 mootbs) SSDI (24+ mootbs) 

WHAT ARE TREY GETIlNGJj~~~~ 

lfnot working: 

Casb benefits under SSDI 

No acute care under Medicare until after 24 months 

No long-term care 

lfworking: 

No cash ~enefits under ssm 
No acute: care under Medicare 

~-sw611 sJqk'. Q1\~ 
.,..,.~ni!tOj)1 ' 

WHAT DO THEY CET_IlNDER.JlK1 
MUST GIVE UP CASH 

~'GIVEUPCASHTHEN: 

I) Work Ineentil:e Services (SWOP) 

Reduced Medicaid benefit package for disabled only 

Enhanced ClllP FMAP 

St:11eS would amend Medicaid Stale plan 

State nwst provide at leaSt PAS & drugs 

States could reduce benefit slandards 

Stale'S \l.'Ould bave to-"omply with statewideness 

and comparability)lf seJVic:e 

~ETHEYGErnNGNQ~~ 

Ifnotworking: 

Casb benefits under SSDl 

I Acute care under Medicare 

No long term care 

Ifworking: 

No eash benefits under ssm 
Acute care under Medicare for.39 months 

WHAT DO THEY GEL!.INI)li:IUlK.t 


MUST GIVE UP CASH 


IF GIVE UP CASH THEN: 


I) Work Ineentive Senices {SWOP) 


Reduced Medicaid benefit package rOt disabled only 

Enh.nced CHIP FMAP 

states would amend Medicaid state plan 

State must provide at least PAS & drugs 

States could reduce benefit standards 

Stales would have to comply with slatewidtness 

and comparability ofservice 

Free below 150% 

RUY-ln above 15()&,4 

Fremiu:ms on sliding scale basis 

1) Counseling 

3) AnxiJary benefit eontiues 

4} Easy back 00 the rolls 

S) No EPE or TWP 

pwlrf6P J~ f/ru./I 

~VJttd~f~/~~ 


Current law except 

,IRWEG-"
CA1( b1U1!t 

IF rour'v/J:; 


S51 

WHAT ARE mEY GETDNG NOW? 

IfnotworkiDg: 

Casb benefits under SST 

Acute and Iong-ltml care u.nder Me<iicaid 

Ifworkingbuteamingblt 1619(b) aod 250% tben: 

Acute and long-term care under Medicaid 

No ~asb bencfit under S5) 

lfworking but earning above 250% then: 

No acute and long-tenn tare under Medicaid 

No cash benefit under 55! 

W.HATJ)D.II!EY.GET UNDER.J.1K! 

1) Work IDe~ntin StrvittS (SWOP) 

Reduced Medicaid benefit P3ck~~~isabled only 

:tn!lliInrci!i IiIIPFMAP J~-1lf[.O CJ;.
Slates would amend Medicaid stale: plan ~1 
Slate must provide at least PAS & drugs 

. Slates could reduce benefit standards 

States would have to comply "",'itb statewideneSs 

and compara~ility of savice 

Free below 1500/0 

rso. f)W/ I 
----- tJ

~5' 

~1i:-1Iv~;'1 

(j~t· 
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OTHER MEDICAID DISABLED 

(e,g medically nC<:dy) 

WHAT ARE THE.Y.GETIINGJ'!Jill:1 

Ifnot working or if working: 

No cash bendirs 

Acute and long-term care UDder Medicaid 

WHAT DO mEY GET UNDER JIK~ 

t) Work loeenti'~..e Servke5 (SWOr) 

Reduceu Medicaid benefit package for disabled only 

Enhanced CHIP FMAP 

Sutes would amend Medic-aid slate plan 

Slate rnu:st provide a1 least PAS & drugs 

Slates could reduce bene6tstandards 

Sl;3.tes would have to comply "",ilh statc'Wideness 

aDd comparability ofservice 

Free below 150% 

Buy-in above 15QG;{, 

Premiums on slidiDg ~alc basis 

1) CoooseUog 

I' 'J 

~J1'J$' 

~\-t1 
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DRAFT 

Jeffords/Kennedy Return to Work Bill 
Populations Covered 

NOT WORKING UNDER lIIe 

Work Eligl"ble Individual 

(WEI) 

State d<:fmition of work eliWDle 

be allowed 10 apply for an III S 

NON BENEFIOARY 

(No, 00 S51 or SSDI) 

WHAT pO THEY CET UNDER 11K? 

Nothing 

OPTIONS 

SSDI (0 to 24 month,) 

Reduced Medicaid benefit package for disabled only 

Enhanced OllP FMAP 

States wou.ld amend Medicaid state plan 

State must provide at least PAS & drugs 

States could reduce benefit standards 

States would have 10 cnrnpty witb sutewideness 

aDd comparability ofseryiee 

Free below I SOUAI 

Buy-in above I SOU.4 

Premiums on sliding scale basis 

OPTIONS 

SSDI (24+ mOnths) 

WHAT DO THEY GET UNDER JIK" 
MUST GIVE UP CASH (??J1?) 

IF GIVE UP CASH THEN, 

1) Work Incentive Serviees (SWOP) 

f{educed Medicaid benefit package for disabled ooly 

Enhanced CHIP FMAP 

Stales would amend Medicaid state plan· 

State mnst provide 311east PAS & drugs 

I 
'States could reduce benefit standards , , 
StaleS would bave lO comply with slatewideness 

~aDd comparabili£y ofsetvice 

SSI 

WHAT DO THEY GET UNDER JlK? 

1) Work Incentive Services (SWOP) 

OTHER MEDICAID DISABLED 

(e,g. medically ne<dy) 

~T.DO.'IUEY.GEIJl!S11ER.JIK:1 

I} Work lncentive ServiCes (SWOP) 

Reduced Medicaid benefit package for disabled only Reduced Medicaid benefh package for disabled only 

Enhanced CHIP FMAP I Enhanced CHIP FMAP 

Slates would amend Medicaid state plan 

State must provide at least PAS & drop 

States could reduce benetitstaodards 

Stales would have to comply with statewideness 

and comparability ofservice 

Free below lSOOA 

Buy-in above 1500& 

Premiums on sliding scale bliSis 

1) Coonseliog 

States wouJd amend Medicaid state p1a.n 

State ntuSt provide at leliSt PAS & drop 

States could reduce benefit standards 

States would bave to compJy with statewideness 

aDd comparability ofservice 

Free below lS00IC 

Buy-in above! SO%.1 

Premiums on sliding seale basis 

2) Counscling 

.' 

04/07/98 12:51 PM 
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Outline for Meeting with WHite HouserO~B)HCFA oJJ··· r,h Is .._W'\Jf/6 ?J 
July 15,1998' (1}\P n -. N L 1 ~o'~flt7 •. 

.' , \.}f\r1{ ~ UfJr.., ~UC/#\<f . I t / 4L)c+4l) . / g'-. pdJru ;'\ 
Meeting Structure ~V~~ HUqj- dt,s V)fS/1? .CAer;;;,;pr{ l--~(j IX --'ffP) 
1). Share the things that are important 

A. Keep the OPTIONS Program Infrastructure . . . 

. ' . ~gBBA~~chanism Mklk5 S(\;· . ,.' 
- Work Incentives Assistance Program -~~ers all work incentive programs 

. - Protection and Advocacy piece, ." 
. '. . $tt"'41cht ') 

.2). Mechanisms for Medicaid buy-in '. . . lePf 
.;'II.k) . 

OPTIO~#lseepaper . . .' . ~/(ef.· f Wll) (AVV' 

Lift the 250 percent cap on the 1997 BBAd-- .' ./"~ , 

Insurance is payoro[ fi~s~ resort . l ~a\" 'I4(~.r ~ ~~ (Cttn!'fJ-t~~~ inf~ 
State determined cost-sharing provisions above 250 percent earned income 

OPTION #2 see paper 

Lift the 250 percent cap of BBA 

Private Insurance is payor of first resort.' 

- States define cost sharing above 250 percent 0 arned income. 
~ .... '+ -.St~te .d~terminesthe definition of work in erson with a disability based on C?PTIONS./~ . 

cntena C~Hyti14Jn'.J<Jm~) ... '!-cb. .. .~. . . ~~ 
. ** imp lieali ons. for the definition 0 f disabi Ii ty . .Jiff.. . ~Icldel· b v'5 . 

#3 see paper . r~1A' <J.-L /J:te (/ ~lpl: I~' / 
'7""f() ~. ) 

Y'1-r, "b . tJ, D.J' 
Incentives for State participation ~ v~ CAJ~,.,.... 

. . ~ 


. Incentive Grant Program ' . '. b~ 


- Planning grant for.,211 §tates in year one ~\,{)'t .-'-. 

Infrastructure and outreach ' 
 fl~ZW\//<h~J(J2r>~
Performance grants based on s abdity to demonstrate state-wide 'PAS for OPTION

~ . eligibie participants either through their state plan or through' a combination of the state 
\J plan and state-wide 1115 Waivers .. 

.~' . ' 

~\A~(jtJJ~~ \q ~~~~g ~1·+fl15 \ dhSb S;~ ~·ir 
*f.ntct' CJiIL/IP>/~ '':'f~ ~@li~~ ~I,",W 
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, see paper .", , 

. MedicareOPtio~ #2' -crlJff' 'WL ~~ -1-0 tc'1 fl; !PC({/-#-1J;.' . 
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1 MEDICAID OPTION 1 
2 SEC. 201. ELIMINATION OF INCOME AND ASSET AND RE

3 SOURCE LIMITATIONS ON STATE OPTION TO 


4 PERMIT WORKERS WITH DISABILITIES TO 


5 BUY INTO MEDICAID. 


6 (a) IN GJ!}NJ!}RAIJ.-Section 1902(a)(10)(A)(ii)(XIII)' 


7 of the S0cial Security Act ,(42 l).S.C. 


8 139Ga(a)(10)(A)(ii)(XIII)) is amended-' 


9 (1) by striking "are 'in families' whose 'income is, 


10 less than 250 percent of the income official poverty, 

11 line (as defined by the Office of Management and 

12 Budget, and revised annually in accordance with sec

13 ,tion 673(2) of the Omnibus Budget Reconciliation 

14 Act of 1981) applicable to a family of the size in

15 volved, and who"; 

16 (2) by inserting "(determined without regard to 

17 any assets or resources 'of the individual) ", after 

'18 "1905(q)(2)(B)"; and 

19 (3) by inserting' "and ,who, in the case of incli

.20 viduals who are in farnilies whose income exceeds 

,21 250 percent of the income offici41 poverty lille (as 

22 defined by the Office of Managemeht and Budget, 

23 . and revised: annually in accordance 'with sectloll 

24 G73(2) of the Omnibus Blldg'et Reconciliation Act of 

25 H)81) applicable to a family of the size involved, do 

July 15,1998 
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2. 

1 not have' creditable coverage, as defined in· section 

, '2 2701(c) 'of the Public Health Service A,ct," after 

3 . "security lncmne" 

4 .. (b) El"FBC'l'lV/ij DA'I'K

5' (i) IN Gg~gRA[,.-The amenelmentsmaele by' 

.6 ,subsection (a) shall apply onanel after October 1, ,~ 

7 ,1998. 

8 ',(2) EX'l'gNSION 01" I~FVI~CTIV'g DA'rg 1"01{. 

. 9 S'l'A't'E, I.;A"" AiYIENDMEN'I'.-In the case of a Stat~ 

10 plan under titl~ 'XIX' of the' Social Security Act' 
, . 

11 .which the Secretary of He~lth and Human Services 

12 determines requires State legislation in order for the 

, 13 plan to. meet the'additional requirements imposed by' 

14 the a~endments made by a provision of this section, 

15 'the State plan .shall not be regarded as failing to 

16 comply 'with the requirements of such section sole,ly 

17 . on the basis of its failure to lileet these addition'al 

18 requirements, before the .first day of the first cal~·. 

19. endar quarter beginning ~fter tl~e'close of the first 

20 . regular session 6f the State legislature that begins .. 

21 rifter the' date of the enactment of this Act. FOl' pur

22' . poses of the pl~evious sentence, in the case of ,a State 

23 that has a 2-,year legi~lative session, ,each year of the 

24 . session is considereel to be /:1: separate regular sessIon 

25 of the State legislatu ['e. ' 

July 15. 1998 



0:\ERN\ERN98.388 . S.ll.C. 

1 MEDICAID OPTION 2 
2 SEC. . STATE .OPTION TO PERMIT OPTIONS PROGRAM 

, , 

3 PARTICIPANTS TO BUY INTO MEDICAID., 

4 .' (a) IN GBNBRAJ-1.-Section 1902(a)(10)(A)(ii) of the 

5' Social Security Act (42 U.S.C. 1396a(a)(10)(A)(ii)) is 

. 6· amended

7. (1) in subclause' (XIII), by striking' "or" 'at the 

8 end; 

9 (2) in subclause (XIV), by adding "or" at the 

10 end; and 

,11 , ' (3) by aciding' at the end the following: 

12 "(XV) who are SSDI Op~rIONS 

.,13 program participants~as defined in 

14 ,section 1181(3) or are eligible work

. 15 'ing individl~als with a disability, as de

16 fined in section 1181(2), participating 

17 in the OPTIONS program established 

18 under partD of title XI and who, in . 

19 the case of individuals who are in 

20 families whose income exceeds 250 

21 pei'cent of the' income official poverty 

22 line (as defined by the Office of Man

23 agement and Budget, and revised cin

24 . 1ll1any' in accoI'dance' \vith section 

25 673(2) of th~ Omnibus Budget Rec-

July 15, 1998 
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1 onciliationAct .of 1981) applIcable to 

2 a 'family. of the size involve(~, do not 

3 have creditable coverage, as defined in 

4 sectiori 270l(c) of the Public Health 

5 Service Act, (subject,' notwithstanding 

,'6 section 1916, to payment of premilims 
, ' 

7 or other cost-sharing charges. (set on 

8 a sliding scale based on income) that 

9 , the State may determine);". 

10 (b) EFFEC'l'IVE DA'l'E.-' 


11 (1) IN GENERAL.-The amendment made by 


12 subsection (a) shall apply on and after. October 1, 


13 1998. 


14 (2) EX'l'ENSION OF EFFEC'L'IV]!j DATE FOR 

, , 

15 STATE LAW AMENDMEwf.-In the case of a State 

16 plan' under title XIX of the Social Security Act 

17 which the Secretary of Health and Human Services 

18 determines r~quires State legislation in order for the 

19 plan to meet ,the additional requirements imposed by 

, 20 .the 'amendments !Uade by a provision of this se~tion, 

21 ,the State plan shall not' be r:egal'ded as failing to 

22 co'lllplywith, the requirements of such secti6il' solely 

23 on the basis of its failure to meet these'additional 

24 requil'elilents before ~he' first day' ;f the first .cal

, 25 ' end~r C}uai'ter beginniilg after the close of the fi l'st 

. " '. 

July 15, 19~8 
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1 l'eg'ulal' seSSIOn of the State legislatul'e that begins 

2 after the date of the enactment of this Act. For pUI'

3 'poses of the pl'evious sentence, in the case df a State 
, ' .' - , 

4 that has a 2-year legislative session, each year of the' 

5 session is considered to be a separate regular session 

6 of the State legislature. 
'. 

7 SEC, _, GRANT PROGRAM TO DEVELOP AND ESTABLISH 
' 

8 STATE INFRASTRUCTURES TO SUPPORT 

9' 'WORKING DISABLED INDIVIDUALS, 

10 (a) ESTABLISHlVIENT.-'The Secretary of Health and 

11 Human Services (in this section referred to as the nSec-' 

12 retary") shall award grants described .in' subsections, (c), 

13 (d), (e) to States to support thedesigrl, establishment, arid 

14 operation of State infrastructures that provide items and 

15 services to 'support ~orkirig disal;>led i,ndividuals.A State', 

16 shall submit an appli~ation for a grant authorized under 

17 this' section at such time, in such manner, and containing 
. . . . 

18 SllCh information as the Secretary may deter~ine: 

19 (b) GR.AN~t'S FOl~ PLANNING AND IMPtJI<iMENit'A

20 'l'ION.-'Out of funds appropria'ted for fiscal year. .1999 the 

21 Secretary shall award grants to States' to SllPPOl't 'the 

'22 planning and design of the State infrastructures described 

23 in subsection (a). 

24 '(c) GRANTS 1<'01<' INI<'I{,AS'l'lUJCTUI{I~ AND 

'25 ImAcH.-Out of funds .appr·opl'iated for each 'of 

July 15. 1998 
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1 yem~s ,2000 through 2003',not less than _'_ percent or 

2 the amount appropriated eac~ fiscal year shall' b.e\lsecl by 

3 the Sem'etary to award grants to States u~lder' this sub

4 section to-': ' 
.' . . . 

5 (1) support the establishment, implementation, 

,. . 


6 ' and operation of the State infJ;astructures described 

, " 

'7 in subsection ,(a); and " " 


8 (2) conduct· outreach campaigns regarding' the 

. . 

9 existence of such infrastru·ctures., 


10 (d) Pl~H.FOH.MANCE GRANTS.-' 

, " 

H (1) IN GENERAL.-, Out of funds appropriated 

12 for each of fiscal years 2000 through 2003, the Sec

13 ,·retary shalll~eserv~ _','_' _ . percent for awarding per

14' forIT,lance grants to States tha~ have established in~ 

15 frastructures and met qutcome' standa~ds that sllP

16 port disabled indivi4uals\to obtain and' retain em
,,' \ .' 

-. ,~ 

17 " ployment.Not less, than , percent of the ainount', 

18 appropriated each fiscal year shall be used to award 
, . . . '. ~ . .' , 

19 grants under this suhsection. , 

, ·20 ' (2)' bI~vEr.JOPMEN'L' OU'I'COMES'L'!\NDARDS.
. "~ 

21 PerfOI'maIH;e grants shall be awarded to States 

22 1I n.del' this subsection based OIi. scores assigned fl'Om ' 
, ' 

23 the application' of outcome standards that l'lIeaS

24 ure-

July 15, 1998 
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I· ' 
1 '(A) the effectiveness of State infrastmc-' 

2 , tures and service delivery systems that support 

3 disabled individuals to obtain and Tetain em

4 ployment; and 

5 (B) the increase percentage in the number 

6 of individuals receiving disability insurance ben

7 efits under title II of the Social SeCllrity Act 

8' and supplemental security' income benefits 

9 under title XVI of such Act return to work. 

10 'The outcome standards shall. be developed by the 

11 Secretary' in' consultation with' .the Secretary of 

12 . Labor, the· SeCl'etary of Educa~ion, and the Work kj~ 


13 Incentives Advisory Panel established under section 


14 411 of the Work Incenti,ves Improvement Act of 


15 1998. 


16 (e) GRANT REQUrREMEN'l'S.


17 (1) ELIGIBIT'JITY. I 

18 (A) IN GEN]~RAl,.-No State may receive a 

19 grant 'under subsection (c) '01' (d) llnless the 

20 State demonstt'ates to the satisfaction" of the 

21 Secretary that the State ? pet'SQnal assi.§!v' 

22 ~~~vailable to "v,orking disabled indi

',' 23 viduals either as an opti.Qnal service' available _." ' 

24 llnder the State medicaid plan under title XL~ 

25 of the Social Security Act or uncleI" any other 
~ 

July 15, 1998 
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( pi'ovision of law, including thl'ougha Statewide 

2 waiver approved under section 1115 or 1915 of. 
. . . -

3 the Social Security Act (42 U.S.C. 42 U.S.C. 

4 1315, 1396n). 

(B) Dgli'INI'rION 01<' PI'JRSONAL ASSIST": 

6 ANCE: SEilVICES.-In this section,' the term 

7 "personal assistance services" means a range of . 

8 services, . provided by 1 or more person~,c~e-

9 signed to assist an individual with a disability 

to perform. activities ofdaily living on .or off the 

.. Ll j.ob that the individwil would typically perform 

12 if the individual did not have a disability. Such 

13·services shall be designed to increase the 111di- . 

14 vidual' s control in life and ability. to pei'form ac

tivities of daily Jiving on or off the job. 

16 (2) AlvlOUN'r OF GRANTS.-No· State shall re

17 ceivea grant under subsection . (c) or (d) for a fiscal 

18 year that is ·less than' $1,000,000. or m~re than X~;~\J~
1<J $3,000,000. The amOlult of a grant under stlCh sub~ 
~ .. .'' 

"7~1.~ .
sections for a. State for a fiscal year shall be <:ieter~ 

21 mined on the basifi of the. percentage of t1:1e pOpU . 

22 lation of the State that receives disability inSlll'aT'\Ce', 

23 . benefits under title II of the S.ocial Security Act and· 

24 supplemental security income benefits' Tmeler tiile 

XVI of such Act. 

July 15, 1998 
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.1 (f) AU'l'HOIUZA'l'roN OF' ApPl"{OP.RIA'l'IONs.-;rhere is 


2 authorized to be appropriated-

3 (1)~fisc~l year 1999 to award ~ . 


4 planning and implementation grants. in accordance, ') oO~~. 

" 

5 with subsection (b); and 

6 (2) $75,000,000 for each of ,fiscal years 2000 

7 through 2003 to award grants for the purposes -de

8 scribed in subsections (c) and (d). 

,9 alter~ative mandatory" appropriation](f) ApPRO,. 

10 PIUATION.-Out of any funds in the 'rreasury not other-. 

11 .wise appropriated, there is aut~lOrized to be appropriated 

--:------12 and the~e is appropria~e(l-' 

13(1) $25,000,000 for fiscal year 1999 to award 

'14 planning and implemeptation grants in accordance 

'15 wit~ subsectiorf (b); and 

16 . ' (2) $75,000,000 for each of .fiscal years 2000 

.17 , through 2003 to award grants for the purposes de

18 scribed in subsections (c) and (d). 

July 15, 1998 
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The Honorable Bill Clinton 

President oftheUnited States 

The White House 

Washington, DC 20000 


July 13, 1998 

Dear President Clinton: 

Two representatives from ADAPT met with you at the White House on September 
10, 1997. The issue of home and community services was a major topic of discussion 
at this meeting. 

During this meeting, you directed your staff to work on initiatives that would change 
the in§titutional bias of the long term service systcm. Almo~t one year has gone by 
since that meeting and the institutional bias of the long term care system co~tinues 
virtually unchanged. ' 

The workgroup established after the Septcmber 10th meeting co-chaircd by Sally 
Richardson. MediCaid Director and Bob Williams, Deputy Assistant Secrctary for 
Disability, Aging, and Long Term Care has been embarrassingly ineffective. The 
minor policy changes they bave made do not begin to address the enormity of this 
problem. 

Reccntly HCFA sent out a'small grant proposal to the states that has absolutely no 
relation to what ADAPT had in mind when the "'Datc Certain'" ~oncept was 
discussed with staff. The concept of "Date Certain" was to selects date. 'when in 
6-1,0 states, ALI, individuals in Mcdicaid funded Dursing homes and other 
institutions were to bc given "the cboicc" of using that moncy for home and 
community services. The proposal sent out by RCFA has absolutely no resemblance 
to what we had agreed upon ex.cept for using the "Date C~rtain" rubric. 

Does the problem lie in your commitment or your staWs unwillingncss to execute 
that commitment? 

Nancy Ann Min DeParlc, IICFA Administrator has gone back on her commitment to 
continue the working relationship ADAPT bad with the former Admi.u.~rator and 
she refmJes to answer our lettcrs. Does Ms DeParle's lack of responsiveness 
represent your Administration's commitment to the issue! 
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Delay tactics and paternalililticttokcn gestures are all tbe disahility c~mmllnity bas, 
been fed since the September 10th meeting. . . 

Our questions to YOll are ,simple: Will you make dei~stitutionliziilgJ)C()ple with 
disahilities, old and young, a priority for your Administration? 
Will you make Ii major budget initiative for home and community services in your 
next budget? Will you initiate a RRAL "date certain'" project? 

At the September 10th meeting you exhibited a knowledge oftbe pol·i,tical problems 
associated with tadding this isslie. ADAPT also recogni7..cs the complexity of tbe 
problem.. . 

You, as President. need to show the same leadership in the area ofloog,term 
services tbat you are ~howing in tbe areas of child car-e, 'race and Social Secllrity. 
Until long term services is raised politically as an issue your Administration.iN 
committed to, Congress will not act and people with disabilities will continue to be 
warehoused in nursing homes and otber institutions. " 

ADAPT want.<IC to work with your Administr-ation to change the institutiona'i bias of·· 
the loog term care system. However, our goal is attendant service not lip service. 
Please respond by August 13, 1998. 

I'AI.If J; stitution Free A~erica. .. ~~.-:.:/
!U\J.'~u haoie Thomas BOb Kafka 

Organizer Organizer. 

ADAPT 
P.O. Bo~ 9598 
Denvcr, C:olorado 80209 
303/333-6698 
5121442-0252 

http:Administration.iN
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. PRELIMINA!tY CBO ANALYSIS OF S. 18~, ' 

THE WORK INCENTIVES IMPROVEMENT ACT OF' 1998 


S. t 858 would establish the Opportunity to Fully Integrate Through Occupations (OPTIONS) 
program for some working individuals vvith disabilities. OPTIONS would provide 
partioipants with extended Medicare benefits and work counseling services. The bill would 
also givC states the option to provide certain Medicaid benefits to OPTIONS participants and 
to some other disabl~ individuals. Additionally, the bill would extend Disability Insurance 
(DI) program demonstration project authority. add requirements for consideration ofScetion 
1115 waivers that reduce work disinoentiv~ and establish a program of outruch to 
individual$ 'Nith disabilities potentially eligible to participate in OPTIONS and other work 
incentive programs. Th~ health an~ counseling provisions oltho bill would be effective one 
year after enac1;mCJlt, and would sunset 10 years after ~ent. For this 'analysis, cao 
assumed that the bill would be enacted in September 1998 and thi» progrim would be 
implemented in fiscal year 2000. 

CBO estimates that the bU.1 would raise federaI mandatory spending by $1.2 billion in 2000 
and by $5.4 billion between 2000 and 2003. The largest component ofthis increase is in the 
Medicaid program, with five-year spending ofS5.2 billion. Discretionary costs would rise 
by SO.S billion in 2000 and by about SO.3 billion a year thereafter, for a total of$1.4 billion 
between 1999 and 2003; those costs would be paid ftom appropriated funds. Provisions' 
mecting workerS ~~. disabilities under cu.rrent ,law. and ,So ISS8, and assumptions 
underlying this estimate; are discussed below and summarized In the attached tables. 

'. ,... ", , , ' . '. 
CurrcDt Law. Under 6Ummt' law,':both the Dr.'program and the ~upplemCt1ta1 Security 
Income; (Sst) program offer ~crttive~ for' disabled persons to work. In both prolI8DlS, 
applicants muSt shoWthahh~ are inCaPable ofsubstantial work (la~ed Ifsubstantwgainful 
activity", or SOA, ciutently defiD.«i'iri regwation as eatningsof more than 5500 a month) in 
order to be aWarded'di$8.bilitjr btnefits; IfDI·recipieuts work after entitlement, however, the 
law permitS them~to earn' uillinUted ~ou.iltS fora 9-montb period (known as the trial work 
period, or TWP) and asubsequent 3-mOrith #ice period before their benefit$ ~ suspended.
During the n~ 3 ye.m::-a p~od moWn as fh:e extended penoo ofcllgibiIity~ or EPE-..thosc ' 
beneficiarieS may automatically rerum'to the DI rolls iftheir monthly ca:minp sink below 
$500. Fmthennote,:Medicare"benefits (for which DI beneficiaries quality after two years of 
entitlement) also continue, during the 3 years of the EPE. Beneficiaries pay no Medicare ' 

. '. t. ' ". ' .,' . 

:' '.,' 
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.	Hospital -Insurance (part A) premium, but must pay the Supplementary MediCal Insurance " 
(Part B) premium. Once the EPE ends, eaminasabove SOA result in DI benefits being; 
terminated.. Moreover, beneficiaries cease to 'get Medicare benefits. Wlless they pay the full 
Part A premiwn ($322 a month in 1999). Research suggests that only 10 to 20 percent ofDI 
rccipicnlS c:ver work after they start collecting benefits, only 2 to 3 percent eventually have , 
benefits suspended due to earningS (that is, start an EPE). only about 1percent are te~ed " 
at the end ofthe EPE. and few purchase Medicare coverage thereafter. 

, 	 " 

SSI recipients who work get a reduced benefi~ but do not siVe up their benefit entirely. Most 
•SSI r~ipients rec~ive fun Medicaid benefits. Iftheirmonthly earnings exceed $500 but they 
arc still medically disabled, they move into sectio~ 1619(a) status and continue to collect Ii 
small cash benefit. The cash benefit is reduced by SI for every $2 ofearnings above $8S. If " 
their earnings rise further, they enter 1619(b) staros, where they collect no cash benefit, but 
still qualifY for Meclicaid until,their earnings reach a point at which they are deemed to bo 
able to afford medical care and living expenseS. IncOme eutofflevels for the' 1619(b) group 
differ among the states. ' Abo~t 20 percent to 2S percent of SSI beneficiaries work after 
entitlement, but typically do so sporactica11y (only one.-thhd io one-halfofthe time) and at 
low ewnings. Many disabled adults receive SSt 8.nd DI concurrently; concurrent 
beneficiaries constitute about 30 percent ofthe SSI adult disabled population. 

Medicaid offers disabled beneficiaries several benefits that are Wlavailable in the Medicare 
program; 'two ofthes~ benefit9~prescription ~ and personal care services-arc included 

" as" work incentive services under S~ "18S8. Most states have exercised the' option Under ' 
cuirent law to provide prescripti<>n 'drilp as a Medicaid benefit; about halfof1997 spending 
on'~s benefit was for diSa~led Pers9DS., AII' states provide some personal care services as 
a MediCaid bpti'onal benefit,' ;'8.9 a benefit within' a package of services in home- and 
community-based waiver demonstration programs for selected eligibility groups in seleoted 
~cas, or·as a'semce ,included With" the ~Ome health penefit The personal care benefit 
includes services performed ,bY' a' petsomil attendant to assist an individual ~th eating, 
bathi!i& d.rcSSulg, and other aC:tivitics ofdaily living. Statr::s have latitude in dctennh:iing how 
.the bcriefit 'will be c:tenvered and sUpervised and may require authorizatiOn by a physician or 
supervision by ,a regi~tered nurse~ , , ; , , . ,~., ' 

" ", " I .~' , 'r ':":': " .,' ~ !,.' • 

AccOJ:'ding to sUrveys' condude,fbythe BUteau of the Census, approximately 17 million 

Americans between the ages: ot 18 and 64 describe themselves as havin, a disability that 

limits their ability to Work. AboUt 8,miUion receive c.uh benefits under either th~ D1 Or SSI 

programs. ,Ofthe remaining 9 mUlion disabled people who do not receive benefits, about 5 

million report some eamirig9~' ofwhom 3 million have low eaminas. Some of those low

,3 
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. wage disabled workers receive employer-sponsored health insurance, either on their own or 
through a family member. or have an individual policy. Personal assistance services are 
generally not available through employer-sponsored insurance, however. For purposes of 
this estimate, CBO assumes that about one-quarter to One-halfofthe workers with disabilities 
go without health insurance entirelY or are underinsw:ed. 'Some disabled workers not eligible 
for cash benefits under the SSI program (and, hence~Medicaid) might be cIi8101e for 
Medicaid benefits uncler'otber eligibility cri~ria.. For example, states have the QPtion of 
buying into Me4icaid di.sabled workcrs whose incomes are under 250 percent ofpoverty. ' 

, . 

s. 1858. Thc bill would establish the OPTIONS ~grBJn for two categories of working 

people with disabilities:,eligible working individuals with a disability (EWIDs) and SSDI 
 I 

OPTIONS program participints. ' EWIDs would be working individuals ages 18-64 

requiring personal assistanoe services or prescription Wugl and who do not,reCeive disability 

benefits Wlder Title II or Title XVI. Under the bilJ) states ,would· perfonn eligibility 

determinations for EWIDs. 


SSDI OPTIONS program participants would be individwlls ages 18·64 eligible for disabled· 
worker cash benefitS who work and elect to participate in the OPTIONS program. SSDI . 
OPTIONS. enrollees who have been entiUed for less than 24 months would llave to give up 
Dl cash benefits in exchange for health benefits under the OmONS program, Participants 
entitled to DI cash benefits for more than 24 months could keep any cash benefits to which 

, . 

they are entitled Under C1.U1'CIlt law and still rectivt enhanced health benefitS, provided they. 

remain employed. (That means that they Could co.titinue to take advantage ofthe 9-month 

twP . and ·3 ..month ar8.Ce period of unlimited earnings, but would still be subject to 

'suspenSions ofCash benefits thereafter.) H~, more impaiiment-relsted work expen3CS 


(IR\VEs)~ notably coSts ofa vehi~le in tural areas and commuting costs in ather areas, could 

b'e exCluded' from eamitlg$ in the 'detennJnation of SGA than under cu.mmt law; that 

provision might enable some beneficiaries to remain eligible for DI c:ash benefits for longer 

than they woui'cfunder curteni laW. . . '.. , . .. 


.', . . , 

, " 

Aii OP:TIONS p8Iticipttn.tS would receive, Medicaid work incentive services (peBOnal
assistance SerVices and p~crlptioii drup), ifthe state plan offtrs these ~cfits end work 
coUnseling and usistance sCf'V'jces prOposedurider TItle XI ofilia Social S~tyAct Work 
counseling' and':assiStance services· would be financed from,SSA's discretionary 
appIppria~on.... 
, " 

SSDI OPTIONS 'program participants would have the opportunity to buy into Medicare after 

two years ofDI dr OmONS participation:. 'SSDI ~mONS participants earhing under 250 


. ' 

4 

,,< • 
I ' 

J 
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percent ofpoverty could receive Mcdi~ benefits indefinitely (not just during'the 3.year 
EPB) without having to pay any Part A pxemium. provided they continue workini~ SSDI 
OPTIONS participants earning more tlwl2S0 percent ofpoverty could receive Medicare 
benefits indefinitely by paying the Medicare Pan A premium on a modest sliding scale basis. 
All SSDI OPTIONS participants would pay the PaIt B pzernium in fuJI, 8$ Wldec current law.. 
'SSDI OPTIONS participants who stop working and revert to cash status could count any 

, time spent in the OPTIONS program toward the 24-month walt for Medicare. 

This bill would also amend Title XIX of the Social Security Act to allow states the option 

to provide Medicaid work incentive services to Qualified BIfglble Worldng Individuals with 

a Disability (QEWIDs), which include OPTIONS proaram participants and SSI individuals 

under 1619(a)and 1619(b),' e.nd to Work Eligible Individuals (WEIs,.cUITent recipients of 

SSI or SSDI defined by states as ,being in ,transition to work). 


Ifa state Medicaid program offers wOrk incentive services. it must offet them to all QEWIDs 
and WEli. The package of. work incentive services must include at least phannftceuticai 
benefits and personal assistance services. Work incentive services· that are not already 
provided under current law or under existing state programs (as described in the bill's 
maintaumce ofeffort language) would be,reimbursed under an enhanced match rate that is 
equal to an fncrease'of30 percent ofthe difference between the current federal match and , 
'100 percent (FMAP+.30*(l..F:MAP»" with a ceiling ofSS percent States' would not be 
alloWed to impose cost"sharing on enrollees With intemes ·below 1SO percent ofpoverty, but. ' 
w()uld be permitted to impose Cost-~gab6vc that threshoJd. Sta~ could not require that 
perso~ assistance'services be ordered by a physician . 

.	The bil1would 'add rtew waiver, reqwrements on section 1115 demonstrations designed to 
reduce work disincentives affecting 5,000 or more persons. In dctennining cost neutnrJity 
ofwaiver'deinonstratiol1S; HCFAwould have to incorporate savings achieVed in the SSDI 
'and 'SSI' programS 'into the calCU1*tioD of budget neutrality. The bill would also extend . 
tlU-ougb Juh~ :1999:'the,aiithority oftheSocial"SCOIirliy Administration to conduct research 
wid dCillOnstta~oz1 proj(,CtS·t11at l:CCluire wai~ ofCUt1'eI1t law. Additionally, the bill would 
require'theC-ommissi'oner ofSo:cill,SecUritY to establish ~ outreach program for work 
incentive programs under OPTIONS or 1619(8) or 1619(b). 
, "', ' .. ..' .,' . ~, '. ' 

.·Cost of S. 1858.: EUacttnent'ofthls prOposal \\"0\11«1 inctease mandatory spending by 55.4 
billion and diseretionaiY :speridingby :$1.4 billion over the 1999·2003 period. The largest 
itomponcnt ofspending under'S. 1858 is in the Medicaid program, with additional five-year 
spending of $5'.~ biliion. cotirparecf,to oumml law~ CBO's estir.rlates of the number of 
, '. ',' , .', ,«", , :', ' . "'. .' , 

, ! 
I' .. '" . " "S : ' 

,. 
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,participants, cost per participant and total cost ofthe hill are described below. 

Number ofParticipants. eso estimates that approximately 440,000 individuals would be 
eliJiblc for bene'fits Wlderthe OPTIONS program in 2000. Ofthat number. 325,000 would 
be SSDI OPTIONS program participants and another 115,000 would be EWIDs (that is, 
workers with serious imp8lrments who are nevertheless not coll"ting cash benefits), CBO 
estimates that an additional 540,000 individuals could be cligJ.Dle for work incentive serviQes 
ifall states provided these benefits. Although all ofthese individuals could potenti8.l1y be 
eligible for Medicaid work incentive services, not all would receive them because only a 
portion of states would offer this benefit and maintenance of effort requirements would 
prevent states that do offer the benefit, from providing these services to all eligibles. CBO 
assumes that states with one-third of eligibles participate, and that maintenance of effort 
requii-ements are paniaily effective, resulting in 200,000 persons receiving work incentive 
services WIder the bill. 

Eligible WOl'kmg Individuals with a Disability (EWIDs). CBO assumes that about halfofthe 
3 million low-incomcdisabled workers without DI or S8I benefits are uninsured or 
tmdcrinsured, and would be interested in participating in the OPTIONS program as eligible 
working individualS. Sinoe states would have discretiOn in sCl'CCDing these individuals for 
OPTIONS benefi~, cao assumes that only a small bction ofthls'group would meet the 
eligibility criteria. Thetefore, approximately 115~000 individuals could be eligible for 
benefits ifall states provided them in 2000; about 40,000 would receive serVices under the 
bilL. A few ofthose people are:DSSumed to have Medioaid coverage already. " 

SSDI OPTIONS PrOg"am Parlicipatzts: It is,unlikeIY...,that current recipients orDI who have 
been errtitied for less thaJ:,. 24 months would give up cash benefits (which average more than 
$700 per m~nth) to Secl.1tework lO6entive:serVices and extended Medicare benefits under the 
OPTIONS pi'ogmm~'First, rrianysuch Dlrecipients are concUlTent 5SI recipientS, and thus 
are already 'eli~ble for"Ml ,Medicai~ ~efitst whieh in most states include some personal 
~ce serviCeS and pr~dri.ption:·dtu8s.. second; if'the enrollee signed up for OPTIONS 
dUrlng'hlS or her lust 24 months'on the'i:oli~"he or she 'WOllldfOrfeit the right to a TWP and 
-grace perioa, w~i1e w~rJOng.;' ";' I.: i '. . "':' " . . 

~ird. although som~ sh~rt-term.DI-only recipients would have an incentive to trade cash for 
'work mcentive serviCes immediately~ they are 'likely'to qualifY for these benefits outside of 
the OPTIONS' progritm. ' If a state offers these services, it must offer them to DI "work
ready" individu2ds. A short-term DI-onlytecipient would therefore seek the wo~k incentive 
services outside of the OPTIONS program so as to Ilot give up his or her cash benefit. 

.' ... 

! ' 
, t 
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Finally, the remaining advimtage of enroll.ment--the indefinite extension of Medicare ' 
coverage beyond the cUlTCnt..law BPB. at a zero or modest Part A premium~would remain 
available to the beneficiary if,hc or she chose to defer enrollment until after 24 months., 

CBO assumes that DI recipients who have been'entitled for more than 24 months would join ' 
OPTIONS since they would Dot give up cash or other benefits that they can getunder CUII'Ont 
law. CBO assumes that 235,000 DI-only beneficiaries and 90.000 concurrent beneficiaries 
would enroll in SSDI OPTIONS in 2000. eBO assumes that few would earn significantly 
more than 250 percent ofpoverty (about $20,000 for a single individual. or 541.000 for a . 
family offour, in 1998)~ the threshold at which the cmollce would begin to owe a premium 
for Part A coverage.' For most ofthose enrollees, OPTIONS would be indistinguishable from 
cUITent-law Medicare benefi.ts;.~y a minotit! would leave the.Dl.mlls amlbenefit from the 
indefinite extension ofthe EPE. Only about 85,000 of these beneficiaries actually would 
receive work incentive services due to the state participation. and maintenance, of effort . ' 
requirements. 

Jo19(a) and 1619(h) SSI beneficiaries: CBO projects tharin 2000, there will be about 
110.000 working SSI recipients in the 1619(a) or 1619(b) program, all ofwhom would be 
eligible for Medicaid benefits tmder current law. Only 10.000 ofthese beneficiaries would 
receive work incentive serviees due to the state panicipation and maintenance of effort 
requirements. ' 

"Work ready" IndividW2ls: CBO assumes that another 430,000 individuals would be 
considered t1wotk ready" Wlder the biD and would be eligible for work incentive services., if . 
offered bY the state of residence and not provided under current' law.' Those include . 
approxitna:tely2S0.000 SSI-only recipients who are woIkin,g but earning less ,than SOA {and' 
who are,thCretbre~: intbe regular SSI program rather than In 9ne of the section 1619 
progtanls).:MaliyalreadY receive prescription dIug and peisorial assistance services under : 
the Medic'aidptogtam~ 'oeJ)endiilg,upon the state'definition of "work ready", some SSI 
indiVidualS who a!c zl.ot wOrking. hut are 'deemed. to nave the potential to work. could also 
qUalify;' CBO "8s.stinu::S:that. about 70,000:, such individuals could be eligible for work 
Incentive 'serVioi3s. :otSSDl.tecipleitts who are noi working, but might bl: deemed to' have 
potential to wotk. CBOassumCs' that about 110,000 could be eligible for work incentive' 
,services. In' 5umma.ty, only about 65,000 of Individuals. eligible under the "work ready" ' 
category would receive work incentive ScxvicCs due to the state participation and 
niaintenance ofeffort rccIuirements. ' . . 

Cost ofBenefits Per Paf'ici.ptulil CBO eStiinates that Medicare spending for Dl recipients ' 
" '.., 

7 

, , , 

http:5umma.ty
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who work would average about S2,900 per year in 2000.· CBO projects that this am'ount 

would rise to $4,400 per year by 2008. Those per capita rates are about two-thirds ofthe per 


. capita rates for the average disabled recipient, since it is likely that disabled people who work 

are healthier than others on the rolls. . 

Under CUI"l"ellt la~. the combined federal Medicaid pet capita costs for prescription drugs and 
personal assistance services for the disabled are approximately $5,800 per year. With the 
match tate enhancement available under the.bill, CBO .estimates that the c·ombinod federal 

. spending tOr prescription drugs and personal assistance services under this program would 
be approximately 57,000 per disabled beneficiary per: year in 2000.. 

Work counseling' and assistance services would include client evaluations and health 
insurance counseling. Counselors would be paid out ofSSA's appropriation and would refer 
clients to vocational rehabiHtation providers or to prospective employers.. CBO assumes 
those costs would average about $500 per year per enrollee. < 

Total Coat DIS. 1858. eBO estimates that S. 1858 would increase federal Medicaid costs 
< by $1.2 billion in 2000. with five-year costs ofapproximately SS.2 billion. CBO assumed 
that about one-third ofstates would take up the option to provide work incentive services to 
eligible individuals. Some of these individualS would already be eligible for Medicaid 
benefits (which generally inClude personal assistance serVices and prescription drugs) 
because oftheir sst status or other Medicaid eligibility criteria and would be barred from 
getting. work inoentive sei¥iees under 8.18581

$ maintenance of effort reqwrements. 
However, eBO assumes that these requirements would not be fully effective~ and that states 
would be able t() federaliZe<some state-only programs arid convert some cuttent Medicaid 
beneficla.rles' optiorial beiiefits to the enhanced match aVailabJe under S. 1858. Getting an 
eMariced match on'setvices states Otherwise woUld have provided wouJd protect states from 
financial loss 'assoejated with neWly covered indiViduals. < 

• j. l' ': ~. ;. . • " . 

CBO's Medicaid estimate accounts for the full cost ofwork incentive services for those riot 
eUtrontlyrecdving:those benefits U1\der'the Medicaid program. It al~ accounts <for the 
:marginal increase in: fedenu cOstS attributable to states converting some optiorial. prescription 
drug and personal 8.ssistanoeserviccs foro eligibie persons from Medicaid to the enhanced 
match ·program. . Although < the bin gives states the ability to impose cost-5hming 
requirements on individuals eaminl more than ISO percent ofpoverty, CBO assumes that 
few neWly-enrolied indiVIduals would be affected by any'reqUirements that states would 
impos·e. and would likely pay iess -than 5 percent oftile cost ofbenefits. The estimate also 
t~k.es ill~o accOunt 'increases In Medicaid 'admiriisttative spending as~ociated with ·new 

8 
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eligibility determinations. (Under cum:nt law, when SSA d~e9 disability determinations at 

the behest ofa state solely for the pwpose ofestablishing Medicaid eligibility, SSA absorbs 


. half the coSt and the rest is split evenly between federal and state Medicaid outlays.) 


eBO estimates that federal spending on Medicare would increase by approximately $10 
million in 2000, compared to current law, and by $200 million over five years. eBO 
assumed thaI working SSDI recipients entitled for more than 24 months would join 
OPTIONS' and qualify' for extended Medicare benefits once they exhaust their 'regular 
coverage. For most SSDI OPTIONS participants, who would not ~ enou,b. to jeopardize 
their DI benefit. there would be nO,cost to the policy compared with current law,as they 
would have gotten Medicare coverage (including free part A coverage) in any cue. For 
those few SSDI OPTIONS participants who will graduate from an El~.' there are Medicare ' 
costs compared.with current law. Since very few ofthem would otherwise have bought into 
Medicare by paying the full aCtuarial premium for part A eovemge, and since relatively few 
would pay a significant premium under S. 1858's proposed sliding scale based on inoome,: . 
those premiums arc largely immaterial to eBO's estimate. Since CBO assumed that hardly 
any OPTIONS participants weuld waive their cash benefits, it estimates no DI savings. 

The bill would direct that SSA conduct oertaif!. demonstration programs to test the effects of 
various work incentives. ,The bill would ~d SSA's waiver authority, however, only 
through June 1999··not long enough to get any major projects off the groimd. Therefore 
CDO has not included costs ofdemonstration projects in its estimate . 

. CBO estimat~ that S., 18S8 would resUlt in increases in SSA's discretionary spending. Costs 
for cOwlselingabout 440,000 OPTIONS participants at about $500 per year each would be 
about $0.2 biilicn a yea.r. On the assumption that participating states request SSA to pcrfonn 
diSability detenninations for EWlDs, SSA'sshare ofcosts for those determinations would 

, '. , • ' • I 

be about $0.3 bi'llion in 2000, when, the pro8ftm1 wOuld first get under way. and subside to 
about SSO mIllion a year thi:rcafter. In tOtBl, SSA's discreticinaly costs would rise about SO.5 
billion in 2000 ana sO'.3billiona'yeatthetcafter,'for a five-year total ofSL4 billion..

" I"';:, " ' : ~ ~ .:' ... :,": :I' . ,I 

UilceTtaiidies in CBO's ~~im'ate.:There at~ several factors that could make the costs ofS. 

'18S8 sigOificantlyhigher,or'lowertban C'BO's estimate. Prlmarily, states' participation in 

this new, optional ~edic8id program is uncertain. eBO'sjudgment that states with one-third

ofthe eligible populatiOn would,p8rticipa~ Is based On an analysis ofhow many states would 

be fiscally rioWoIsc'otf ifthey ofFCred. the new benefits to more people but also eqjoyed the 

enhanced match rate and shifted some current costs. The extent ofthat behavior could be 

larger or smaller ,th~~ tao asSumed. Many morc stateS might participate if they were 


, 9, 
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willing to incur higher state costS. On the other hand, some states might balk at the program's 
complexityy espcciaUy in the early years" ~oJ.MtJ--

Another source of uncertainty is the size ofthe WOrking'disabled population. As discWlscf' lA I ..,/ 
above, about 8 million pecple between the ages oflS and 64 collect Social Secwity disability ( - f 
or SSI benefits, but 17 million in that age group report a work disability., That would imply , 
9 million potential applicants for S. 18S8r5 enhanced Medicaid and other benefits. Those (1\1(JYL8
figures reflect one particular detlnition of disability used by the Bureau of the Ccmus·.. Y 
namely, ,(,work disability," defined as an impaianent that prevent., the respondent frOm 
working or limits the kind or amount ofwork he or she can do. In those same surveys, only 

11 million, not 1 7 miJIion, people describe themselves as meeting a narrower definition 


, ("severe"work disabUity). But when a broader defirution ofdisabmty-'!'~ne resembling the 

definition in the Americans with Disabilities Act··i! used. nearly 30 million people age 21 

to 64 describe themselves as disabled.! These figures imply that the potential demand for , ~" "d., 
benefits under S. 1858 among disabled people who are not collecting tclSh benefits could mIl 'l ~\ V/lVVLWf r 
in a very wide ~ge. ' ·.01fh 
That uncertainty is magnified by the fact that s: 1858 contains no definition ofdisability, and 
would instead leave it to the states to determine eligibility: CBQ's estimate assumes that 
states wouid delegate responsibility for detennining initial eligibility to the Disability 
Determination Services (DOSs), which already do that task for the Social S~urity and SSI 
disability programs. The advantage, from the states' standpoint, IS that they would then pay 
only a fraction of'the cost oftile disability determinations (whose cost runs about $500 to 
$700 each). The DDS~use the definition ofdisability that is contained 'in the Social Security 
Act But states thai' chose to make :thelt own determLnations could use a much, broader 
definition, potentially adding hundreds ofthousands ofpeople to cnrollment~ Also~ the bill 
~ontains'nodire~tionre~din6 appeals processes. ' 

., •• , • " ,I,. ., • 

StateS would not'have'to'make a;aetenrimatioD ofdiiShllity for people already receiVing DI ' 

Or SSI benefits. ofcoUrS~.•But states would decide whether'those beneficiarieS. ifnot already 

"!','orkiIig. are,i:oin~,atr8~~ltiort to,~()~ readiness or otherwise work eli81"le"-the definition Of/,' , 

a W!!l. Th~t would ~oid. statcsan0ther tool to control enrollment. I 

. :,.. '. ,,", :'.' ",,' " :.... : . , ' 

CBO's estimate ofS.18S8 inciuo.e no',effects on the'SSI and DI programS. Potential effCcts 

. ',I 'Tht oft.cit~d fisuie ot4~mmio~. Or n:io~, AmeriCans with disabilities includes 
children and the elderly. whereaS ~. 1858 is targeted at those between the ages of 18 and 64. 

I, 



. ", 

are highly mixed. It is possible, for example. that giving people with severe impairments 
. better access to personal care services ~d prescription drogs could enable them to avoid or : 
delay going on SSI or 01. And it is possible that extending Medicare~ for the handful of01 : . 
recipients who go back to work, would remove a sourQe ofanxiety and encourage them to 
stay at their new jobs longer. Therefore) S. 1858 could lead to sOD?:c savings in the SSI and . 
DI programs. On the other han.d. S. ·1858 would expand the definition ofimpainnent-related 

., 	work expenses (lRWEs). making it possibJe for some Dl reeipients to keep benefits that they 
would otherwise lose. And both SSI and Dr benefits would be costlier if~e outreach and 
counsell~g efforts required by S. 1858 led to more applications for benefits. Because those 
effects are highly uncertain~ and work ill opposite 4irections, CBO displays no SSl or D1 

. effects in its estimate.' '. 	 . 

CBO makes no judament regarding the requirement that the. Secretary take into account 
savings in Dr and SSI in considering requests for Section IllS waivers. Uncertain effects 
on Dr and SSI from. S. 1858 notwithstanding, interagency implementation ofthis provision 
is likely to be ineffective: AdditionallYt spending under Section 1 US Medicaid 
demonstrations could eXpand more rapidly than under current law if savings from non
Medicaid programs cou.ld be used in budget neutrality detenninat~ons. 
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July 	2, 1998 

TO: 	 Barbara Chow 

Chr.is Jennings

Diana Fortuna 


FR: 	 Judy Chesser 

HE: 	 Kennedy-Jeffords Budget Issue 

Brian Coyne asked that I send you the attached which shows 
that the Bunning-Kennel'ly Ticket does not produce savings. Thus, 
no opportunity there for an offset for health expansion. 

: <. 
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TO: 

THIU): 

DATE: 

SUBJECT: 

Brian Coyne 


Judy Chesser 


./r~yDonnell 

June 30. 1998 

Why we can not use "savings" from lheTicket to pay fbr health care 

---_._-_ ...---._ ......- •• - ...... - •••_---'-_..._ ....< .... " ......_----- -.'.._. - ..... - ..-- •••---

Attached is thercleva~l table from tile Congressional Budget Office scoring of the 
Bunning/Kennelly return to work legislation that shows they do not believe there will be any 
savings ITom henefit cessation under the ticket probrratn. In fact, theiranalysis shows more costs 
than savings. 

As you can sec Ii'om my added column in the margins, the costs over the perind 2000-2008 for 
. 1>1 arc $516 million, while the savings n'om bcnefits avoided is $492 million for a loss of$24 
million. The corresponding SSI figures are $173 million in costs,with a savings 0[$126 million' 
and n 'loss ufS47 million. 

The reason there are no savings is the way in which CBO estimates <lbenefits avoided" or 
savings. CliO subtracls out as costs rather than savings those beneficiaries who return to work 
who would ruavc returned to work anyway without provider payments but for whom we will now 
puy providers. In addition CRO a...sumcs a recidivism rate of people who will return to our rolJs.: 
CBO cstim:ltcsthat for every 1,000 ticket holders only 400 are real savings and 600 are people 
who would have gUile off tho rolls without a provider payment. In addition, they assume that 
40% will return to our rolls. ' 

Even if we ignore ClJO's scoring of the ticket and assume savings, the savings ar.: not big 
enough to pay ror the estimated $1 billion annual Medicaid cost in the Jeffords/ Kennedy hill. 
(Fur example. a..:;sumc: 6,000 people go oll'therolls at an average benefit rate 01'$800 a month. 
We pay providers 40% or $320 Jeaving a "savings" of$S80 a month pet beneficiary or abuut 
S4t7millionaycarinsilVings). ' .. ,':t. . .. , 

"'~'" ' ',', 

i(' 
'-",.'~ :: 
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Table 2, ESlim.:ued JJudgctary ErTeclS otProvlSlons of ti.R. 3433 

By Fiscal Year, In MIllions of Dollars 
1999 12000 2001 2002 2003 2004 2005 I.-::-OO::-:6----::2~OO-,7-2-.0(...,.18 

Section 2 

2 3 J 4 .. 4 .l'i 
Milestllrle Payments to Pro\lider~ o a II 17 21 24 28 33 1'10 
Incentive Payment$ (0 Providers o I 12 27 .&8 66 87 109 .. 352... 
Gradual Phase·out uf CUITent 

VRSy!;tem o a 3 .) ·8 ~ 14 -21 ·32 . ...s4 -S8 5'1/0 
Benefits Avoided Co a a -4 -29 -48 -84 -98 ·112 ·126 <:-'t7z. 
Exn Benefits Paid 2 i 1 2. l 1 1 J.Q l.l 16 . 

Subtotal, DI I 2 3 S .. ·10 . -26 ·27 -24 -22 

Rautting Medicare Savings b o o a -2 -9 ·20 

Toral. Provision 2 3 5 I ·9 -25 -29 .33 . 41 

Tickcrs Program for Vocational Rehabilitiltion Cbents·SSl 
Payments 10 Program Manager r~a 1 a 1 I . I 2 2 2 
Mileslone Payments (0 Providers lOa I ) 6 9 10 12 14 
Incentive Payments toProvidcrs ,0 a a ) 7 12 17 22 
OJadual Pbase-<tut of Cunenl .' ". 

VRSystem 0 a a ·1 -4 .7 ·11 -16 -22 

Benefits Avoided 0 a a ·1 -s ·12 ·22 ·25 -29 

&traBcnefilS Paid 2 Q 2 2 2 o Q 2 2 


Subtotal. SSI a 1 I 2 a ·3 -8 ·11 -13 


Resulting Medicaid Savings c c c c c c c c c 

Total, Provi!\ion . a 2 a -) -13 ·15 

"'51-fo'r-S2" Demonsuation Projects II 
Contractor Costs a 4 S 6 4 4 4° DI Benefit CoSlS ° o 3 8 13 18 18 18 

Medicare Costs 2 g 2 .Q l 
 .2 2 2 


TOEal. Provision o o 7 IJ 20 
 31 )1 31 

Sectloo l 

£Stallion of Medicare from 3 years 
to 5 ~ars for clients suspended from 
DI .hohave used a ricket • o o o o o o o• • 

Seello.5 

Exnsion of 01 Demonstration 

Paymenl~ to Program l\.1'lnagcr 1 

" " 

4 
19 

.. ·.·1 
'. 

.' 

Projcci Authority untilJune '0.2001 3 5 5 3 a:" 0 J.' " 0 . 0 0 0 _______________________..:.._________________.;..__________:.::E~~,i,:·/H~3:~::.::_____~______•____. 
Continued" 
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Benefits Dwindle for the UnskUled Along With Wages 

Related Artide:s 
• Self-Emplqycd Get a Pm! More 8mb (Man:b J) 
• Par Mmv Sma" BusiDGIW die l.abgr Pool Is Sballow (Aug. lA. 1997) 

_____..:·..:H!!s:~.::!Hea~I!!!dI!:!J~D$U~R!!n~f'J!'..~R~u~lt:!~S~peJ!!:!:1Ou~I:::W!:!:DI'Irers~~~·~R~lgh~IJ~(Apri~:!!·I~2.~l~99:!7)~~_________.~"___ 

.,PETER PASSELL 

5 
iucc the 1970s. the gap in wap:s between skilled and unskilled workers bas widened sharply. 

But new rcse.an::h shows the inequality doe.sn', stop then:. . 

Discrepancies in job benefits and the quality of wort life have also grown. pointing Ie a bigger 
chasm than pn:viously recognized. 

·Unskilled wodcers set the shon end of the stick - and it's gcding £horter," said James Heckman. an 
economise at die UnivCl'Sity of Chicago. . ' 

.'Smdy after study has sbown tIW tbe gains from post-l97Os ecOnomic growth have eluded unskilled 
woders.. The median wage of those with only a high school diploma fell by 6perc:cnt. adjusted for 
inflation. from J980 to 1996. while the earnings ofcollege graduates rose by 12 pcn:ent. 1bough 
there have been indiCllions in recent months thaI a scarcity of workers in dlC S1IIJi.o& American 
economy has begun raising wages for chose on W: low end. the gain bas bam .modest SO far BDd not 
enough Ie CQun&u the dc:eadcs-long trend., ' . 

Besides. wases aJone·pro'¥ide-1m-inc:omp1eb: picture ofa WOIbt'sstandiDg:1'bou~ .. , .. 
have long recognized W: need to incorpora&c working conditions and fringe benefits in III)' 
comprehensive analysis. they have beat stymied by a lade ofdetailed daIa. 

Umil now. Brooks Pierce. an economist at the U.s. Department ofLabor. used confidential dala· 
regularJy,collec:led by the Burcaa of Labor Statistic:s from busines5e4 to measure treM.s in total 
compcmation. Tbe results are stri.kiIlg: While specialists had Ioag assumed that bcnditsadCd as a 
Icw:Iing iDfluencc•.panicularly because ofgovernment-required benefits lib Soc:ia1 SccuritJ and 
unemploymcnr insurance. the opposite is we. 

j~ 
In 19B2.people in the top one-tcnlb of the work force madcS24.80 an hour.3~~S dines the $6.28 . 
an hour for workers in the boaom one-ccnth. By J996. the wage gap had widened. with me 
high-end workers avenging $25.14 III hour. or 4.12 times the $S.46 an hour of those at the bottom.. 
Wages Corlhe purpoSC$ of Pierce's SQJdy an: all expressed in 1997 dollars to account forirdlalion. 

·,1:' ,." 

The decIiDe among unskilled workers is hardly sutprising given the increasing demands ofIII 
information-drivcn economy. But to understand it requires. look at tOcal compensalioD, which " " 
p1at.:cs a value on benefits like health insurance. vacation time and pension plans: : .•·j}L'~;:;,:>:'., " 

. . .' -.,:. ,,~.:.~:~~ri;:~,~~~};~~~~:',r>~:'~~~~1f:~;;;t'·' ·,~~?!S?~i:.····':~';:~ .. 
, By Pien::e's c.a1cuJation. &he total COrnpensatiOD in 1982 of workers in the top 10 perc:cnt - $35.16 a:' 

hour - was ~.56I.imc:s thar. of workers in the boaom 10 percent - $1.72 an hOur. FoUrteen ycare 
1IU.Cr. the ratio had inc:re8sed to S.A3 to I, willi higbly paJd worbrS baYiiij'jImod $1.73 III hour 
and low-end workers having lost 93 cents an hour. ~j#~(~{ 

. .i1.~.d.. .' 

6118198 
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and 1996. Moreover,l.bey wen: responsible for 0ne-1f:Dlh of the increasing disparity between !he . 
working elice aad die working poor o\'er!he 14 ycal$. 

Beudits have long bc:cri pcn:cived as·. great equalizer. In percentage tams, after aU•• bare-bones .. 
S3,OOO medic:al insurance package adds mcm to ~ compensation or. wortt:r maldng $20,000 than 
.8 full·frills SI0.000 package for an exeaJti~ eami!!~ .$100..000. 

The cafdI. according 1.0 Pierce, is !hat a growing number of workers at die bottom of the pay scale 
ha~ lost access It! key employer-provided benefits. 

More tIIall80 percent 01 workers received paid holidays and vacations·tn 1996. but less Ulan 10 
pen:cot of those in !he bottom ICnth n:ccivc:d paid lea\'C of any kind. Similarly, about 70 pcrcc:nt of 
wOJ'kers have pension plans. wh.ile 1es! than 10 percent of those in !he boUom ain count on any 
employer·financed retirement benefits. Access to health insurance foUowl • similar pauem. . 

Employc:rs generally ClUU'lOt deny benefits 1.0 lower-wage workers without puRing the taX-exempt 
status of those benefits at ~sk. So bow is this disparity in bcDcfits possible? 

Hcmy Farber. an e.conomist at Princ:eton University whose own n:scmcl1 on medical benefits 
confirms Pierce', findings. points to loophoW that &Dow companies to deny benefits to wOtkas 
jnsc slatting out and 1.0 workers Dot classified as ruu time. "J?mplo)'CIS an:: figuring out all sort of 
ways to disc:ri.minale beCween cmpJ0)'eC5lhey wish to keep and those who come and CO: he said. 

None ot this would come as news to Mary Mendcz.. • 40-year-old $jngle molbel' who sorts apples in 
& packing plant in Wenardlee. Wash... for 57.71 an hour. Her employer cakes such a sll'ict view 
toward paid absences thal.hc was docked for the houi's she missed wbile recovering from. minor 
accident at the plant And while die company doc.s offer health insurance in an industry whue 
fringes are rare, $hc must contribute S21 a month to cover her child. 

In other cases. employers haYe rumed to temporary and conll"lla worters. whose pay packages do 
not include lime off and other bendiC$. United Parcel Semee even cudured a strike in which a biB 
issue: was the: company's dain: to use more pan-rime *orb:n 10 bold dOWD COSts. 

Perhaps an even bigger SUfPIisc than the: laek of benefits i$ how little pc:oplc \rith especially 
demanding or u.opleasanljobs 11ft: compensated for diffic:vlt working conditions.. 

Job bazm1s. evCl)'thill8 from working in e~tn::me tempef3WI'CS to worting II dangavU5, lonely night 
shift III II bighway convenience store. would seem to command I:!igbcr wages than similar work 
under less taxing eircumstanec.s. . 

Lillie R.eed says bet job as an aide in a nursing home. in Stamfold. Conn.. is dirty. sometimes 
danserous - and getting hmkr. 

A few years ago. each nursing assistant cared for'seven patients. Today. it could bex many 16 on 
Weekends. "'Tbe people COming to the home an:: older. sicker and angrier." she adds. "Ir. really 
tough lifting them. dressing them and keeping them dean." 

By IookinB at arguably Ihc best measure ofjob conditions. the risk of injury, a new study by Daniel 
HaIl1ClTllC$b. an economist at the Uni~ty of Texas, found thai. workCTS on Ihc low end of !he 
wage 8C8Ie we~ falling ever furthu behind.. . " .. '.. 

In 1979. workCl$ in !he top quancr of wage camm lost 38 percent fIlCR;;YS to on-ctic;.:j~ injuriC5 
than workers in die botrom quarter. Hamamesb found. By 1995.1hc pa!k:m had rne.n;cd., • 
High-wage earners lost 32 pcri:ent less days dian tow-wage e.amcrs. . . ,.;. "', .', 

It is bani co believe that only workers aI the lop end ofdie wage scale ~'inlel'eSu:d io lheir own 
healr.b and safccy. One possible explanation for UIe fiiwrc to reduce injUries among low earners, 
SUBBCSts Alan Krueger. IIJl c:conomist at Priru:.eton University. is Ihe declining power of labor 
unions. While employers may know bow dangerous a job is and bow much it would cost to make it 
safer. individual worlti:rs mely do. A union lOllY be able to even the playiQg field by trackiDg health 

and safety issues and negotiating impmvemeau. ~, . . '. 'hJJ,~~: ',. ;ltt~> 11;;\..~~~... 
Another aplanalion. favored by H.amcn'nc$h. is that all unskiUed wOtt.en ~ i.miOD aDd nonunion::':'.' :~<; .. , . 
have lost much gnmnd over Ihe last two decIde.s as WlI.ed wolters added so much ~ CO • . 

COI'pO\'8lC producdvity. -0venU, wqlacc safely hasn't chan~ said. 

6/18198file..·C.:'Wi=W\TEMP\benefits-pp.html 

Uje:C;'WfW~iBMP\6ei1efitS-pp..html 
6118198 

TOTAL P.06 



1 

I 

JUL-02-S8 15,56 FROM. OOCLCA DC 202 3586074 10. 6074 PAGE 

ODCLCA QUICK FAX ' 

(202)358-6030- Voice/(202 358-6074/6075-Fax) .. 


Date: .·1c2ll~ 

TO: ~G-wt~ C_~w 

.. FROM:J w!t C~~~v 
COVER+ .5 pages 

COMMENTS:' 

.. : ' 

..}' ': 
. , .. " ;:'".. , 

, . 

This form is produced o~ re 



Diana Fortuna 	 gZlO1l98T2:02:21 

Record Type: Record 

To: 	 Jeanne Lambrew/OPD/EOP, Anne E. Tumlinson/OMB/EOP, Joanne CiancilOMB/EOP, Bwilliam @ 

osaspe.dhhs.gov @ inet 


cc: 

Subject: summary of conversation with another disability advocate 


I spoke this morning with Tony Young of United Cerebral Palsy on Kennedy-Jeffords. He has been 

particularly committed to return-to-work over the past few years, building support for the ticket 

beginning a few years ago. In my experience, he tends to be optimistic, but he also is more 

engaged in the process and constructive than many in that community. 


• 	 He said those working on K-J were forced into a different mode when they got word that 
Senate Finance would just sit on the bill, leading Kennedy to do the hold on B-K. So they 
started a big grass roots push to call member offices to keep K-J alive. 

• 	 The current effort between Kennedy and the advocates is to integrate the best of B-K with the. 
best of K-J. He says they are in the last throes of doing this. 

• 	 He minimized the current price tag of K-J, but acknowledged it must be paid for with offsets. 
But he said he can't tell me what the offsets are that they are working on. He was definite 
that they would find offsets, and didn't respond to my observation that $5b is.hard to find. 

• 	 He said Kennedy & Jeffords are calling members, particularly on Finance, and that members are 
coming around to see this as important. But he described Roth and Moynihan as cautious and 
not focused on this, and said they have no commitment from Lott. 

• 	 He lias heard that HCFA is working on something, and mentioned the meeting that was 
cancelled. He said they are open to talking, but they have bottom line parameters like the fact 
that Ol,people shouldn't have to impoverish themselves to go to work. 

• 	 When I said we thought BBA was good, he said that this effort is a "different ballgame": an 
effort to preserve the SSI/SSOI entitlement and forestall Congress from changing eligibility rules 
for SSI/OI. (This is a longtime concern of certain members of the community -- that SSIISSDI 
will be the next big target for cuts by Congress, a la children's SSI and welfare.) When I 
mentioned that none of these programs have managed to score more than minimal savings in 01 
from CBO, he said that they met repeatedly with CBO and it's like talking to ? rock, and so they 
don't expect to persuade them prior to passing a bill. 

• 	 He implied that Medicaid is not a major source of offsets, and said the firewall makes it difficult 
to get offsets from 01. 
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Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: 

Subject: Some intelligence on 8-K vs. K-J 


. I spoke to Marty Ford of the Arc; she's a good, plugged-in advocate who is very involved in the 
return to work legislation. Bob, feel free to forward within HHS. Here's what she told me: 

• 	 Kennedy is continuing to try" to pull together a substitute bill that includes the ticket and health 
care. Now Connie is trying to set up a "bipartisan, bicameral working group" to develop this 
substitute, with people like Bunning and Dingell. Not clear if that will come together. Marty 
said she has spent innumerable hours on this recently. 

• 	 The disability community's position is that the ticket and health care must go together -- not 
one without the other (although Bunning's person, Kim Hildred, is very worried about 
deep-sixing the ticket through this .strategy). 

• 	 When I asked about the $5b price tag, she said Connie is working on offsets and on "slimming 
it down" -- unfortunately with more emphasis on the former than the latter. She doesn't know 
(or wouldn't tell me) what offsets Connie is considering. She didn't hint at any major 
restructuring of the elements of K-J, and spoke of all the elements (SWOP, Medicare buy-in) as 
if they are alive and well. When I asked if the goal is to make the bill budget-neutral, she said 
either that or at least "sellable" (meaning cheaper, I assume). 

• 	 When I told her we thought the BBA was pretty cool but we recognize the problem of whether 
states will adopt the option, she said yes, but another problem is the assetslresources forcing a 
person to still be poor confirming Bob's sense that this issue really does matter to the 
community. 

• 	 She downplayed the jurisdictional battle with Finance, saying staff members may have their 
noses out of joint, but that Kennedy regards this as amember-to-member issue and will try to 
sell it that way. She said the overwhelming lovefest for Bunning-Kennelly in the HOuse is partly 
a result of the election year driving members to give out goodies, and they hope that same 
dynamic will help the health provisions prevail as well. 

• 	 When I referred to the K-J Medicare feature as means-testing, she made an argument that the 
community doesn't see this a~ means-testing, because you get the same Medicare benefit no 
matter what, and that the real means-testing occurs when people are kept out of the program 
altogether. . 

• 	 They are thinking how to rejigger the ticket to fit with the health piece -- things like shouldn't 
the ticket's advisory committee also have a role in the health care SWOP piece. 

She sounded pretty optimistic and didn't seem desperate for slim-down options. I didn't present 

any outlines of our alternative thinking, beyond saying we still think the BBA is underrated. I did 

mention we had issues with K-J's cost, partial Medicaid benefits, enhanced match, and Medicare 

income-related premium. I'll make some more calls. 
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o 	 SSA-rUlan~ed rounaeliDg program-Would oover all oj '~i~n SSDT OPTIONS 
..participants (SSAAcertifiedj I')us the ~1irriatcd 0.1 milliOl. EWIDs (state-certified). 

o 	 E~teDded Medieare--Would covet SSDI OPTIONS enrollees who otherwi:re exhaust their 
coverage. As suggested abc ve, CBO asswnes that would encompass the l'oughly 6,000 
people who now complete all EPE each year and lose their Medicare (or lP'e eligible to 
purchase itonly at a steep pri( c). Note that. for the bulk of the 0.3 millionSSDI OPTIONS 
participllnlS··-mo5t of whom n lver work enough to trigger an earnings-related suspension or 
lennimmon-the Medicare co~'cragc pro~ by S. 1858 differs little from current law; the 
changes proposcil by S. 1858 would chiefly affect the minority who complete an EPE. 

o . . 	 Most provisions would take c: tfect one year after ~mt.-i.e::·in fiSCal year 2000. 

o 	 MediWd WlS eosts--About 50,000 cur.rent Medicaid recipients would receive additional 
s~iCC:i (or. states would C11gage in cost-shifting or ma:tc.h~ent in their cases) 
averaging about $J,ooo each. 'Another 140.000 W'Guld become DeWily entitled to services 
averaging nearly 57,000 a ya r each. Total costs of about $1 billion in first ye8l\ climbing 
with caseJoads and per~pita .:051 iDcceases thereafter. Roughly 5 pe.rccnt recouped 1hroush 
c::o-payments. 

o 	 !>SA ••ullldiageosts (clilcrudcnwy)-Ahout 0.4 million ...ipients costing about $500 • -; 4!" 
year each, for a total of $0.2 ~ illion. 	 LJ 

o 	 Medicare cosu--Extracosts, nnging from about $10 million in 2000 to $0.2 billion in 2008, 
for the relatively few SSDI options participams (6,000 by CDd of2MO> SO,OOO by end ot 
2008) who exhaust their cuntnt-law EPE and who could keep coverage under S. laSS. 

o 	 EligibDlty dewrmiDatioD co &u-CBO a.uumes that states would delegate this task ro the -. 
disability detenn.inallon servic ~ using the procodute in section 1634 of the Social Security 
Act. Total costs would be about $0.6 billion in the first year and SO.1 billion a year 
tllereafter. One~halfwould be borne by SSA(discretionary), one-fou~by ftderal Medicaid 
(mandatory). and one-fourth ty states . 
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TO: 	 Cris Crowley~ Senatlr Jeffords10fficc 
Connie G~cr .. SenHor Kennedy's Office 

From: 	 Jeanne De Sa, CBO 
Kathy Ruffing, esc 

Re: Preliminary .Estimat.~ ofS. lS58:The Work In.centives Improvement Act of 
. 1998 

Date; 	 June 1, 1998 , 

At your TC(lucst, we have reviewed S. 1858. the Work Incentives Improvement Act of 1998, 
as introduced on March 25, 1998. Our detailed comments and analysis are included in the 
attached paper. Our preHminary es:imate is that enactiDcnt ofthis proposal would increase 
. mandatory spending on Medicaid and Medicare by S1.2 billion in 2000 and by 55.4 billion 
over the 2000-2003 period. Becawe the proposal would affect direct spending. pay-as-you
goprOGl!durcs would apply. The largest component of this increase is in the Medicaid 
program. with additional five-year I ,pending ofS5.2 biUion~ Discretionary costs would rise 
by $0.5 billion in 2000and by about SO.3 bil.lian B year thereafter, for It total ofS1.4 billion 
between 1999 and 2003; those cost:. would be paid from appropriated funds. This estimate 
assumes enaCtI'i.ent in September 1998. and implementation of Medi",id and Medicare 
provisions in 2000. 

. 
We woUld be 

' 	

haPJlY [0 discuss any 'questions or comments you may have. 

, J ' 
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PRELIMINARY eRO ANALYSIS O~· s. 1858, " 
TilE WORK I NCEl\ TIVES IMPROVEMENT ACf OF 1998 

S. 1858 would establish the Opportunity to Fully lntegrate Through Occupations (OPTIONS) 
program for some working indi viduals with disabilities. OPTIONS would provide 
paIticil'auts with extended Medical;; benefits and work coWlSciing services. The bill would 
also give states the option to provid! certain Medicaid benefits to OPTIONS particip~ts and 
to some othe! disabled individuals. Additionally, the bill would f2.xtend Disability Insurance 

~_.1PI)"p'~gram.~emonstr8tion projec. authorilL. add requirements for consideration of Se~on 
'. J115 waivers that reduce work disincentivS,. ,@!ld .establisb..a ~ of outrea~ 

,,}}ldi~~~_ua!~with disabilitiSl.2.0tent ally eligible to participate m O~_ONS and other work 
incentiveprognuns. The health and counselirig provisions ofthe bill would bcJ:.ffective on,e 
year eftcr enactment, and would S'lI1Set enactment. For this analysis, CBO 
aisumed'tb2if the=bilCwou be ellacted in Sep!ember 1998.and this program would be 
implemented in fiscal year 2000. ' 

CBO eCitimates that 'the bill would nise federal mandatory spending by $1.2 billion in 2000 
and by $5.4 billion between 2000 and 2003. The Iqcst component ofthis inl;n:ase is in the 
Medicaid pro~ram, with five-year ~. pending of$5.2 billion. Discretionary CO!»1S would rise 
by $0.5 billion in 2000 and by about SO.3 billion a year thereafter, for a total ofS1.4 billion 
between 1999 and 2003; those co:,ts would be paid from appropriated funds. ,Provisions 
affecting workers with disabilitk~ under cunent law $ld S. '1858, 'and assumptions , 
underlying this estimate. are disc~sed below and summarized in the attached tables. 

Current Law. Under current la,,', both the Dl program and the Supplemental Security 
Income (8S1) program offer inccn jves for disabled persons to work. In both programs, 
applicanl'l must show that they 8rC incapable ofsubstantial work (labeled "substantial gainful 
activit:!,' or SGA. coo-ently defined in regulation as earnings ofmore than $500 a month) in 
order to be awarded disability benclits. IfDI recipients work. after entitlement, however, the 
law permits them to eam unlimited amounts for a 9-montb period (known as the trial work 
Period, or TWP) and a subsequent 3-mooth grace period before their benefits are suspended. 
During the next 3 years-·a period kr .own as the extended period ofeligibility. or EPE-tbosc 
beneficiaries may automaticaJ.1y re1urn to the DI rolls ifthcir monthly earnings sink below, 

, $500. Fwthenuore, Medicare bene: its (for which DI beneficiaries qualify after two years of 
entitlement) also continue during he 3 years of the EPE. Beneficiaries pay no Medicare 
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Hospilallnsurance (Pan A) premiam, but must pay the Supplementary MedicaJ Insurance 
(Part 11) premium. Once the EPI! end~, earnings above SOA. result in DI benefits being 
tenninated. Moreover,beneficiaric.; ~se to get Medicare belefits. unless they pa), the full 
r'an: A premium ($322 a month in 1999). Research suggeststhat only 10 to 20 percent ofDJ 
recipients ever workaftcI thcy starJ collecting benefits, only ~; to 3 percent e~/cntually have 
benefits suspended due to earnings · that is. start an EPE), only about 1 percent ilfe tenninated 
at the end of th,~ I::PE, and few pur ;hase Medicare coverage thereafter. 

SSJ recipients who work get a redu( cd benefit, but do not give up their benefit entirely. Most 
SS1 redptc.nts !'(~ceIVe full Medicaid benefits. fftheir monrhJy '!3rnings cxceed $5uO but they 
are still medically disahled, they m:.wc into section 1619(a) status and continue to collect a 
small cash beneiit. 'Ioe cash benetil is reduced by $1 for every $2 of earnings above $85. If 
their ~lIlgS rise further, they enter 1619(b) status, w~ere th(~y co~l~t no cash benefit, but 
still qualify for Medicaid until their earnings reach a point at which they are deemed to be 
aole to afford mediC".a1 {'..are and Hvulg expenses. Income cutofflevels for the 1619(b) group 
differ among the states. About 2(1 percent to 2S percent of SSI beneficiaries work after 
entitlement, hilt typically do so spcradically (only one--third toonc--half ofthe time) and at 
low earnines. .MllI1Y disahled adults rt"',ceive 58l and D1· concurrently; concurrent 
beneficiaries .constitute about 30 pl:rcent oftha SSI adult disabled popUlation. 

Mtdicaid offers disabled beneficiar .eS severa) benefits that are unavailable in the Medicare 
program; two ofthcse benefits--pnscription drup and personal cafe services--are included 
as work incentive sef\lices wlder S. 1858. Most states have exercised the option under 
current Jaw to provide prescription thugs as a Medicaid benefit; about halfof 1997 spending 
on this benefit was for disabled petsons. AU states provide some personal care services a.., 
a Medicaid optional benefit, as ~ benefit within a package of services in home- and 
community based waiver demonstration programs for selected eligibility groups in selected 
atea.~, or a.'\ a service included wih the home health benefit. The personlll care benefit 
includes services pertonned by a personal attendant to assist an individual with eating•. 
bathUlg. dn:ssing. a.nd other activitic~ ofdaily living. States have latitude in determining how 
the benefit will be delivered andsllI'ervised and may require authori2a1ion by a physician or 
5upc.vision by a registered nurse. 

According to surveys conducted by the Bureau of the Census, approximately 17 minion 
Americans the a es of 18 an ifd 'be th ves as havin a dj~lIliiiiiVllmr 
units their ability to wo· . About @million receive cash ts Wlt.'J.et either the Dl or SSI 

programs. 0 e remaining 9 miUi·}(l disa cd people who do not receive benefits, about 5 
million report some earnings. of.~hom 3 million have low earnings. Some of thoseTow"- ..........-------_.; . - 
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wage dj~abled wor-kcr.. f'f'..ccive cmp .oyer-sponsored health insurance, either 011 their own or 

through.a tinnily member, or have an individual policy. Peroonat" assistance ser\l'ice~ are 

gellerally nOl ~v~ilable through employer-s.ponsored insuram e, however. Fnr purposes of 

this estimate, CIlO a.~SUII1es that aboutone-qual1cr to one-halfd·the workers with disabllities 

go without health iusl.mmce cntirdy or arc llnderinsured. SomL dis.a.bJc:;d wbrkcrs not eligible 

for cash hene.fits under the SSI }:rogram (and, hence. Medicaid) might. be eligible for 

Medicaid b\~(Idil~ under other eligibility criteria. For example, ~tatcs have the option of 

buying inro M~di~,id rlisablc;d WOHcrs whose incomes areunder 250 percent ofpovcrty. 


S. 1858. The bill would c.'\[ablish the OPTIONS progmin t()r two categories of working 

people widl disabilities: eligible wurking individuals with a disabIlity (EWIDs) and SSDt 

OPTIONS program participants. EWIDs would be working individuals ages 18~64 


requiring personal assistance ServiCfS or prescription drugs and who do IlO[ receive disability 

benefit'> under Tille 11 or Title XVI. Under the bill, states-would -perform eiigibility 

detenninations for EWIDs. 


SSDI OPTIONS program participan~ would be individuals ages 113-64 eligible for disabled

worker cash benefits who work anti elect to' 'ci ate in the OPTIONS ro am, sst>! 


.. 'IONS enrollees who have been eEtitled for less thaD 4 months would have to gi~~ 

... D1 cash benefits in ~q.a.n&e for hee Ith benefits under the OPTIONS program. Participants~ 


entitled 'to 01 cac;h benefits for more than 24 months could kttp any cash benefits to which 

they are en~ under current law a ld still receive eDh8ficed1!ptltb bene!its... Erovi~4 they 
 .._remain emplo"tcd..J.1J:!!lt means tJIOt they ~uld continue to take advantage of the 9-month 

TWI) andl-~th &J:ace EM )f wllimitcd cammp,-'bllt WQuid still~~~ tV 


..\>uspcnsions of cash benefits thereafler.). However, more impairment-related work c~nses 

,,~~!!:.WE~. notabiY~tsQr;~icle innlFii areas and commuting costs mOUieT~as.COE!d 

be excluded from j:arDin~ in the determination of SGA tiWlUnder current law; that 
provlSlonmi~able some bCiietkiaties to remain eligible for DI cash ben~---nger 
than they would under cUttent aw. 

,--------------
All OPTIONS participants would receive Medicaid work incentive services (personal 
assistance services and prescription drugs), if the state plan offers these benefits and work "-'_. 

. coUnseling and assislance services pIOPOSee! under Title XI ofme Social Security Act. \V~_. 
"counseling and assistance·. servi( es would be financCdfrom SSA's discretionary @ )... '-~.--... ....__. '---,-' <'" 

. appropriation, 

SSDI OPTIONS program participan'.s would have the opportunity to buy into Medicare after 

1WO years of01 or OPTIONS plU'tici?ation. SSDI OPTIONS puticipants earning under 250 
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percent of poverty could receive ~ fed.care benefits indefinitely (nO' ju!'\tduring the 3·ycar 
EPF.) without having to pay any Part A premium, provided rhey continue working. SSDI 
OPTIONS pntticip~nts earning more than 250 percent of p<>verty couJd rcc.eive MediclUe 
bellefits indefinitely by paying the Illedicare Part A premium fln a modest sliding scale basis. 
All SSDJ OPTIONS participanll.j. w )uld pay the Part Il prcmiurn in fhll\ as under current law. 
SSDI OPTIONS participants who stop working and revert 10 cash status could COlmt any 
lime spent in the OF)'nONS progn m toward ,the 24-month wait for Medicare. 

nus bill would also amend Tille )]X of the Social Security Act to allow states the option 
1.0 provide Medicaid work incentive: services to Qualified Eligible Working In,dividuaJs with 
a J)isability (QEW1Ds). which inclilde OPTIONS program participants and S5l individuals 
under 1619(a) and 1619(b), and to Work Eligible Individual::; (WEIs, current recipients of 
SSI or SSDI defined by stales as b :i.l1g ill transition to-work).- _. _.. 

If a state MCAiicaid program offers 'V lork incentive services, it must offer theril to all QEWIDs 
and WEIs The package of work incentive services must include at least pnarmaceutical 
benefits and personal assistance ~ervices. Work incentive services that are not already 
provided under cUlTent law or ur.der existing stale prognuns (as described in the bill's 
maintenance ofeffort lanR\Ulge) wculd be reimbursed under an enhanced match rate that is 
equal to an mcrease of 30 percent If the difference between the current federal match and 
100 percent (FMAP+.30·(l-FMAP», with a ceiling of 8S percent. States would not be 
allowed to impo~e cost-sharing on <1ltollees with incomes belnw ISO percent ofpoverty. but 
would be peffilitted to impose cost-: hruing above that threshold. States could not require that 

, personal'assistance services be ord~red by a physician. 

:rhc bill would add new waiver requirementcl On section 111 5 demons't!...atio~ dcsisned tQ. 

re<iiice work disincen ives affectin'" 5 000 or more ns. In determining cost_neutrality 
OfWaiver dcmoll5tratioDS1 HCFA , ..auld have to incorporate saving! achieve in the SSDI 
~lldJ~.Luri) rams into the calcubtion of bud neutrality. The bill woul~~~~nd 

j

tl!r..Q.':l..WJune [999 the authori~fthe Social Security mistratlon to conduct resey_cb 
and d~()~~o!!'projects that req:lire waivers ofcurmiilaw:-Additionally, the bili wo~~d 
~uh.!!Ie Col1U1l.i~ioner of Social Securi to establish ait outreach am fo~ w~~~ 
~~ntive pro~_un_de~r_o_m---.;.....9...... ·S_or....61 9~(a.....:;)....;o..;,.r...............:....:"t-..... .... l............ 


spending of $5.2 billion. compatl to CU1Tcnt law. 
---- ."......-. 
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participants. cost per participant and total cost of the. bill are described .below. 

Number ofPa,ticipallts. eso csLi nates that approximately 'l40,OOO individuals would be 
cligibk tor benefits under the OPTIONS program in 2000. Of that number. 325,000 would 
be SSDJ OPTIONS plOgram parti,:ipants and.another 115,000 would be EWlDs (that is, 
workers with serious impairmenTS ,/ho are nevertheless not collecting cash benefits). cao 
estimates that all additional 540,000 individuals could be digible for work incentive services 
i(all states provided these benefits· Although all of these individuals could potentially be 
eligible for Medicaid work incentive services. not all would receive them because only a 
portion of states would offer this Jcnefit and mainten8J1Ce ()f effort rcquircment.q, would 
prevent states lhat do offer the ben· :fit from providing these .5ervices to all eligibles. CBO 
aSSumes that ~tates with one-third of eligibles participate., and that maintenanr.e of effolt 
requir,ements are partially effective, resulting in 200,000 pers~,.feceh(iDg waR;. iRcentive 
services wlder the bill. . 

Eligible Working .Individuals with a DiSiJbiJity (EW/D,). CBO assumes thal about half ofthe 
3 million low-income disabled \\orkers without Dl or'SSI benefits are uninsured or 
underinsured. and would be interest xi in participating in the OPTIONS progrdlll as eligible 
working individuals. Since states \Iould have discretion in screening these individuals for 
OPTIONS benetits. CBO assumes that only a small fraction of this group would meet the 
eligibility criteria. Therefore. apJ ,roximately lU,OOO individuals could be eligible for 
benefits if all states provided them: n 2000; about 40,000 would rccc.: /e serviceS under the 
bill. A few ofthose people ate MSlImed to have Mcdieaid covCl'Bge already. 

'.. .' ... " .' ..~.f.ur~ 
SSDJ OP110NS Program ~artici .'Its. It is unlikel t t' ents of I?I who have 
been entitled for less than 24 month.• would 've u • w '00 av ase more than 
$700 per monili) {osecure war ma nOve services and . Medicare benefits Wider the 
QFrIONS_program. J.'U'St, manysu,~h Dl recipiClltS are con __,. 
are alr~acb'. digible for full MedIca . lude some pm.~!Jal 
ass~~~ servi£.~~and p~c!!ption jrugs.Se.s.gDd jfth~nMllee,si~J:l.212I OPTIONS 
~~~.&.~is,~:..~er first 24 months on' he!Q!!; he or sbu.ou1d forfeit the right to a 'fYIp ~~.. 
grace period while working. . . . . 

'l1Urd, although some shod-term DI.only recipients would have an incentive to trade cash for 
w~~rvese~1miii~~'. They are lj~ gualilff'or Uiese DenentSouiSide o.f 
the ()PTIO~S proitML...~tate offers th~c services, it ~~'~fliem ~"p'!,~~wotk
ready" individuals . .A short-term Dl-onfyrecipient would therefore seek the work incentiv~ 
s;:;ices oytside.ofJhe OPTIONS prow:affi so as to.!Qt give up hii'orJ;;ier 'cA!hJ)eji~~t.

. , 
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Finally, the remaining advan~ae Qf....enroUment~·the indefinite; .tx.~nsion ofMedic!!rc 
,~erage beyond th~.E!!!!l}t-18W ErE. at a zero or modest Pa'1 ~emium--~y'~al!l 
, available to tht~ beneficiary ifhe 01 she chose to defer enrollment until after 24 months, 

'-~,---~ ..- ..........-''''.-~.--"""---' , 


C80 assumes that Of recipients who have heen entitled for more than 24 months would join 
OPTIONS slnce they would not r,iv; up cash or other benefits that they can get under current 
l~w. CHO as~umcs Chat 235,000 DI-only beneficiaries and 90,000 concurrent heneficiaries' 
would emu]l ill SSDI OPTIONS in 2000. eBO assumes that few would eam significantly 
mOre [han 250 perct!nt of poverty labo'ut $20,000 for a single individual. or ,$41.0QO for a 
family of [OUT, in 1998), the threshcld at which the enrollee wl)uld begin to owe a premium 
for Part A coverage, For most ofth( se enrollees, OPTIONS would be indistinguishable from 
ClUTcnt· Jaw Medicare benefits; only a minority wQuld leave tim 01 rolls and benefit from the 
indefinite extension of tile EPE. (tnly about 85~OOO ofthese.beoetic.iariesactually. would 
receiv~ work incentive services due to the state partiCipation and maintenance of etfort 
requirements. ' . ' . ' , - , 

1619(0) and J6/9(h) SSI beneflcu~ries': CeO'projects that in 2000, there will be about f" 
110,000 working SSI recipients in the 1619(a) or 1619(b) program. all ofwhom would be ,~ 

eligible for Medicaid benefits under, current law. Only 10,000 ofthese beneficiaries would 
receive work incentive services due to the state participation and maintenance of effort 
requirements. 

"Work ready" individuals: CBO assumes that another 430.000 individua.ls would be 
(':Onsidered "work ready" under the t-ill and would be eligible fOJ: work incentive services. if 
offered by the state of residence md not provided under current law. Those include 
approximately 250,000 SSI-onJy redpicnts who are workins but earning less than SOA (and 
who arc, therefore, in the regular SSI program rather than in onc of the s~tion 1619 ~[ 
progranis). Many alreacly receive prescription dnag and personal assistance services under \[' 
(he Medicaid program. DependinH upon the state defmition of IIwork ready". s.om~ SSI 
individuals who are not working, b It are deemed to have the potential to work, could also 
qualitY. CBO assumes that abou', 70,000 such individuals could be eligible for work 
incentive services. Of SSDI recipients who are not working. but might be deemed to have 
,potential to work~ eBO assumes tt at about 110,000 could be eligible for work incentive 
services. In summary,' only about .)5,000 of individuals eligible under the "work ready" 
category would receive work inl~entive services due to the state participation and 
maintenance ofeffort requirements 

Cost ofBenefits Per Pllfticip4llt. C80 estimates that Medicare spending for DI recipients 
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w~o work would average about $:!,900 per year in 2000. CRO projects that ihir..8mount 
would rise to $4,400 per year by 20)8. Those per capita rates ru-e about two-thirds of the per 
capita rates for the average disabled recipient, since it is HkeJy that disabled people who work 
ale healthiet than othel's on the rol s. 

Under current law, the combined fe,ieral Medicaid per capita c:)sts for pr~criplion drugs and 
persoual as!:Hstance services for tht disabled are approximateJy $5,800 per year. With the 
match fale euhancement available mder the biU, CBO estimmcs that the combined federal 
spending tor prescription drugs lln{~ personal assistance servi·~es under this program would 
be apprnximatt!ly $7,000 per disilb cd beneficiary P~( year in 2000. 

~ork ~unseline .!:;"d assi!.hmce· .;crvices would include clien~ evaluations and health ...... 
,i!ls~nc,? ~HM~J~ Co~selors \/ould be paid out ofSSA's !I5!~tion and-wouip refer 
.?~ts ~.catiOJ~al rehabilitation providers Otto prospeetivc empJoy~. CBO 8.5SlJ!n~ 
those costs ~~l~~age about $!:OO per year per enrollee:. , .. __..-
Totsi Cost o/S. JIlSB. CBO estimues that S, 1858 would increase federal Medicaid costs 
by $1.2 billion in 2000, with five ..) ear costs ofapproximately $5.2 billion. CBO assumed 
th8:f. about one-third ofstales would take up 1he option to provide work incentive services to 
elir.ih1e indivi.duals. Some of the:c individuals would already be eligible for Medicaid 
benefits (~hich generally include personal assistance services and prescription drugs) 
because of their SSI statllS or other Medicaid eligibility criteria and w01..ld be barred from 
getting work· incentive services under. S. 18581s maintenance of effort requirements. 
However, eBO asswnes that these I equitenicnts would not be fully effective. and that states 
would be able to federal~:c.e some s:ate~only programs and convert some current Medicaid 
beneficiaries' optional benefits to the enhanced match available under S. 18S8. Getting an 
enhanced match Oll services states omerwise would have provided would protect states trom 
financial loss associated with newt:, covered individuals. 

CDO's Medicaid estimate accounts 'brthe full cost ofwork incentive services for those not 
currently receiving those benefits mder the Medicaid program. It uso accounts for the 
marginal increase in federal costs Iltlributablc to states coDverting some optional prescription 
drur, and personal assisllmce servkcs for eligible persons from Medicaid to the enhanced· 
match program. Although the ,ill gives states the ability to impose cost-sharing 
requirements on individualseamin~ more than 150 percent ofpoverty, CBO assumes that 
few newly-enrolled individuals we uld be affected by any requirements that states would 
impose, and would likely pay less tlan S percent afthe cost ofbenefilS. The estimate also 
lakes into account increases in Medicaid administrative spet'lding associated with new 
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eligihility determinatiolls. (Under (UlTenllaw. when SSA dOf~S disability determinations at 
the behest of a state sol~[y for lhe p' JJ:pOse ofI!Stablishing Medicaid eligibility, SSA absorbs 
ho.lfthe COSl and [he [cst IS split ev·:nly between federal and ~:tate Medicaid outlays.) 

CHO estimtlLt::; that tederal spenrliug on Medicare would increase by apprnximately $10 
million in 2000, compared to cur'ellt law, and by $200 mlllionover five: yt:ars. CRO 
a~sunl\:d that working SSDI red !ients entitled for mOTe tban :t4 monrhs would join 
()PTION~ and qualIfy fOr extended Medicare benefits Onl:e they exhaust their regular 
coverage. For m05[ SSDI OPTIONS participants, who would nut cam enough to jeopardiLe 
thdr DI ocnefir, [here would be no cost to the policy co~parcd with current law, as they 
would havl~ gotten Medicare cove: age. (including tree part I\. coverage) in any case. For 
those few SSDI OPTION~ J1articip~lJlts who will graduate from an EPE, there are Medicare 
COSlS compared with current law. Since very few ofthem would otherwise have.bought into 
Medicare by payIng the full actuarY,} premium for part A coverage. and since relatively few 
would pay 8 significant premium under S. 1858's proposed sliding scale based on income, 
those premiums are largely immatelial to CBO's estimate. Since cno assumed that hardly 
allY OPTIONS participanrs would 'Naive their cash benefits, it estimates no Dr savings . 

.Thc bill would direct that SSA conc.uct certain demonstration programs to test the effects of' 
"various work inooiTIVes_ The 6111 would extend SSA's waiver aiiilionty, however:0i11y 
!!lroUgh-June:-i 922~~n~tToiig-eD.9u9ito'gef any majo~ proj§ct$otritie-groWld:--fficrefore 
coo Iiasnot included cost~ ofden onstrationprgjects in its estimate. .. ._._
CSO estimates that S.1858. would (~uJt in increases in SSA's discretionary spending. Costs 
~f~Q~,~~I'in-B abo'!t.1~OOQ .oPTl )NS ~articipanu at abouil~Oo p~~~.. ~e 
about $0.2 billion a~. On the lS!·umption that participating states requeSt-SSAto peiform 

- ~a_b.~!!!Y..~~~inations ~! EW1!!s. SSA:~~ ofcosts for ~~!!d~tam~~~. w()uld 
beabouJJ;0.3..hilli2n in 29_00, what the progam would first get underway, and subside tl) 
a60ut~$50 million a year ther~_ 1n ~~;-SSA's~o!YY):.~ts ~£warTsea~E.L~O~s.., 
billion in 2000 and $OJliilJion a y :ar thereafter, for a five-ycu total of$1.4 billion, 

.. . - _---. "---~-I 

. Uncertainties in CBO's eslimllle. ~,llere are Several factors that could make the costs ofS. 
1'858 Significantly higher or lower dlan CBO's estimate. Primarily. states' participation in 
this new~ optional Medicaid progWll is uncettaiD. eRO's judgment that states with one-third 
ofthe eligible population would par icipate is based on an analysis ofhow many states would 
be fiscally no worse off if they' offered the new benefits to more people but also enjoyed the 
enhanced match rate and shifted scme current costs, The extent of that behavior could be 
larger or smaller than CBO assumed. Many more stateS miRl\t participate if they were 
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willing (0 incur highL-r'slate costs. On lbe other band, some stales might balk at the program's 
complexity, especially in, the early vears. 

Another source ofunc.ertainty is the size 'of the working disabled population. As discussed, ,/ 
above, about g l1lilhon people betwe~n the ages ong and 64 coUec,,'t Social Security disability 
or SST benefits, but 11 million in th: t !1g~ gmup report a work disability. That would imply 
I.) million potential applicanl~ for S 1858's enhanced Medicaid and odler benefits. Those 
figurcs reflect one particular dctin ition of disability used by the Bureau of the Census-
namely, "wOlk disability," define, as an impainnent that.prevents the respondl!nt from 
working or limits the kind or amourlf ofwork he or she can do. In those same surveys, only 
11 million. not 17 million, people describe themselves as meeting a narrower definition 
("severe" wurk disability). But when a. broader definition ofdisability·-orte resembling the 
definition in the Americans with D: sabilities Act-is used, ncaRy-lO-mUlion people age 21 
(0 64 describe themselves ~s diubl:d. I These figures imply Ulat the potential demand for 
benefit') under S. 1858 among disabled people who ate n(]t collecting cash benefits could faU 
in a very wide range. 

That uncenaimy is magnified by the fact that S.1358 contains no definition of disabili and 
~uld in!~Ead leave it 10 the states to determme e igibility. ~BOtses~ate assumes, that 
states would delegate res nsibili, for determining inftlal eli 'bility to the Disability 

. , ination Services (DDSs Which alread do that task fm th~~oeial Sccunt.r...aruiSSI 
~ 1 lty pro,gnuus. ~advantage, from the states standpow!" is that'they would _th~p~y 
~ft.action of the cost of the di;:ability determinations (whose cost ~ aboutj?OQ,!O 
~700 ea.chl,-:rh~. DOSs use the defkition ofdisabilittJ.hat is to~~th~ocia1 Security 
Act. But states that chose to mak~ their own determinations could usc a much broader 
d~tioo:p~~~y adding hundRd!.Qfthousands ofpeople to enrolbnen~ Als~;the bill 
~in~_no di~tion regarding ape~s proce~.: 

States would not have to make 8 det :rmination ofdisability for people already r~eiving DI 
or'SSI benefits. ofCOUrse, But states would decide wbethCT those beneficiaries, ifnot already 
working. are "in a tnmsition to work readiness or otherwise work tligible"--the definition of 
a WEI. That would ,afford states another tool to control enrollment. 

.CBO~te ofS. 1858 include OJ etteclS on ~SSl and Dr erolll1llJl.S. Potential elf",;'" @ 
I The oft-cited figure of40 mi lion, Or more, Americans with disabilities includes 

children and the elderly. whereas S. usa is targeted at those between the ages of 18 and 64. 
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..!!e highly mixed.)t j's possible, f)r example, that giving people~ith severe !!Ilp~~~nls 
better access to perSOilaTcareS'eN'il :Cs and prescnphon driigs could enable them to avoid or 


.::4.e\~.t.ng ?~'~!~~r qI.---And it hJlc:?ssible ~~.=xteiiaLnA.Medica;;;,lo!. !he han~,I.'~~jjI . 

reci1?J~,nts who go bac~ to ~ork, \Ii ould remove 'a source ofanxiety and cnC()~~ them 10 


"- -. .....-.-.- ----.~.-.-,--~".--".-... .,-.".-
stay at their new lobs longer. Then:forc. S. 1858 could lead It) s.ome saving~ il1Jhe SSI and ., .. , ... -_. --'- ----- ...-- ...'--'~ ..-"--,. .. ..... .,." ----.,-..... ~- .. ~."~ .. ~- ...-. ..._._ .... _.... ~. 

·x 
Dl proiaffis:' On.th~gthcrllimd, S J!S_~J¥ourd ~d the dd'inition ofimp(ljrm~l~~~~~e4 

H~2i~~~~~~~~-(~.RWE~2.,.mak~B.,~~~~~~~ome Of recq;'i~ntS toki~~p'}~~l~fi~_!!!~~~~ 

would otherwise lose. And both SSI and Dl benefits would be costlier if the outreach and 


.c~~e!.~~~·e11OrtS r~qulrcdE~{~58led-WiiiOre aP2li.91tio~ fo~ben~fi~~~p.~~~~~til~;e 
. ,~.ftec~s_~~ hiChrY...ll!,l_certail!:!.~d v'ork in op~~ite c!Lrections. C~..Q.J1Uplqs no S~tQl:J)t 

effects in i~:~_[_~!!Ji1k . .....--.__. -~,-.-... 

CRO ma~~s !!.g.~.~t regardiJ I the re@irernentlhat th~•.~~~ta[y t4e into ~unt 


~~'ymas in DJ and SSt In con~.ideriilg reglleSlS for Section I 115 wai,:~.UpcertaiJl ette!cts 

on Dl ~d SSI !!pm S. 1858 notwit.lStanding, interagency impleincntiltionof~i~J!f.ovi~jon 

is 'Uk'ely to be ineffective. Atiditionally, spending under Section 1115 Medicaid


'- __,, ___-;:--' aa:wt' • .• • . 

demonstratIons could expand mOle rapidly than under cUITent law tf savmg8 from non-

Medicaid pro,erams could be used .n budget neutrality determinations. " . 


~ , ". 
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CONGRESS" HAL BUDGET OFFICE June E, O'Neill 
U.S. CONGRE ~ Director 
WASHINGTON...'.C. 20515 

May 8, 1998 

Honorable Bill Archer 
Chaimlan 
Comminee on Ways and Means 
U.S. House of Representatives 

Washington, D.C. 20515 


Dear Mr. Chainnal1: 

The Congressional Budget Office has prepared the enclosed cost estimate for 
H.R. 3433, the Ticket to Work and Self-Sufficiency Act of 1998. 

If you wish further details on this estimate, we will be pleased to provide them. 
The CBC staff contact is Kathy Ruffing, who can be reached at 226-2820. 

Sincerely, .

D.' () /] / /(j--r.
t/ZuA..,x (JOWl ~ LJa. U?/L

?01. June E. O'Neill .. . 

Enclosure 

cc: 	 Hon<;>rable Charles B. Range] 

Ranking Minority Member 
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CONGRESSIONAL BUDGET OFFICEo COST ESTIMATE 

May 8t 1998 

H.R.3433 

Ticket to Work and Self..Sufficienc:y Act of·1998 


As ordered reported by tire House Committee on Ways and Means 
on May 6. 1998. 

SUMMARY 

H.R. 3433t the Ticket to Work and Self-Sufficiency Act of 1998, would revamp the system 
under which people col1ecting disability benefits from the Social Security and Supplemental 
Security Income programs receive vocationa1 rchabilitation services. The bill would a]so 
require sevcral demonstration projects, give certain mcmbers of the clergy another 
opportunity to enroll in the Social Security system, and tighten restrictions on the payment 
ofSocia) Security benefits to certain prisoners. CBO estimates that the bill would add to the 
federal surplus by $38 million over the )999·2003 period; of that amount, $11 million is in 
Social Security (which is legally off-budget) and the rest in other programs (W;aich aTe 011
budget). 

H.R~ 3433 contains no intergovernmental mandates, as defined in the Unfunded Mandates 
Reform Act (UMRA) and would impose no costs on state, local, or tribal governments. 

ESTIMATED COST TO ~HE FEDERAL GOVERNMENT 

The'estimated budgetary impact ofH.R. 3433 is summari7..ed in the foHowing table. The 
costs of this legis1ation faU within budget functions 570 (Medicare), 600 (Income Security), 
and 650 (Social Security). 
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Table I. Summary of Estimated Budgelary Effecls of H.R. 3433 


By Fiscal Year, in Millions ofDollars 
1998 1999 2000 2001 2002 2003 


DIRECT SPENDING 

2 
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BASIS OF ESTIMATE 


For purposes ofestimating the budgetary effects ofH.R. 3433, CBO assumes enactment in 
September 1998. CBO·s estimate of the biJ]'s effects, by provision, are detailed in the 
following table and explained below. 

Ticket to Work and Self.Sufficiency Program (Section 2) 

Section 2 of H.R. 3433 would change the way that vocational rehabilitation (VR) services 
are provided to recipients of Social Security Disability Insurance (01) and Supplemental 
Security Income (SSI) benefits. It wouJd also require that SSA test the savings (or cOstS) of 
some alternative methods of treating earnings in the DI program. 

Current Law. 01 and SSI recipients currently receive VR services chiefly through state VR 
agencies. Data on their experience un'dcr those progTams are sketchy. The Social Security 
Administration (SSA) attempts to spot good candidates for VR and refer them for services 
when it awards benefits, but it does n?, monitor what happens to them next. VR agencies 
accept only a, fraction of the candidates referred. SSA reimburses the VR agencies for the 
cost of services rendered if the berieficiary has performed 9 consecutive months of 
substantial gainful activity (SGA, currently defined by regulation as earnings ofmore than 
$500 a month). In 1996, SSA began recruiting alternate providers under the Referral System 
for Vocational Rehabilitation Providers (RSVP) program. Candidates must first be referred 
to and rejected by the state VR agencies, and the alternate providers fGee the same 
reimbursement system (that is, a single payment after 9 months of substantial work). Thus; 
VR for DI and SSI recipients remains fundamenta1ly a state program., 

Scattered clues suggest that approximately 10 percent to IS percent of new Dl and SSI 
, 	 recipients are refer:red to state VR agencies and that about 10 percent of those referred are 

accepted. Recently, SSA has made approximately 650,00001 awards a year; thus, it is likeJy 
that about 60,000 to 90,000 a year were referred to VR and perhaps 6,000 received services. 
SSA has consistently paid for about 4,000 claims per year for VR services provided to 01 
recipients. SSA has also steadily paid about 4,000 claims for VR services to SSI recipients.' 
Since about 2,000 claims are for peopJe who collect benefits under both programs, total 
claims reimbursed are about 6,000 a year. 

3 
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Table 2. Estimated Bu~get.ary Effects of Provisions ofH.R. 3433 

B~ Fiscal Year, in Millions of Dollars 
1999 2000 2001 l002 2003 2004 2005 2006 2007 2008 

Section 2 

Tickels Program for Vocational Rehabilitation Clients-OJ 
Payments to Program Manager 1 2 I 2 3 3 4 4 4 

Milestone Payments tO,Providers 0 a 5 11 17 II 24 28 33 
Incentive Payments 10 Providers 0 a a 3 12 .27 48 66 87 109 
Gradual Phase·out ofCurrent 

VRSystem 0 a a -3 ·8 -14 ·21 ·32. -44 ·58 
Benefits Avoided 0 a a ·4 ·20 -48 -84 ·98 ·112 ·126 
Eltlnl Benefits Paid 2 ! 1 Z 1 ~ 1 lQ .u ~ 

Subtotal, Dl J 2 3 5 I -10 -26 ·27 -24 ·22 

Resulting Medicare Savings b 0 .0 a a .2 -9 -20 

Total, Provision 2 3 5 -9 -25 ·29 -33 -41 

Tickets Program for Vocational Rehabilitation Clients~SSI 
Payments to Program Manager a I It 'I 1 1 2 2 2 ,2 
Milestone Payments to Providers 0 a j 6 9 10 12 14 16 
Incentive Payments to Providers 0 a a J 3 7 12 17 22 28 
Gradual Pbase-out of CWTcnt 

VRSystem 0 a a ·1 .4 -7 -11 -16 ·22 -29 
Benefits Avoided 0 a a -I -5 -12 ·22 -25 ·29 -32 
Extra Benefits Paid Q Q Q Q Q Q Q Q Q Q 

Subtotal, sst a 1 1 2 a ·3 -8 -11 -13 ·15 

Resulting Medicaid Savings c c c c c c c c: c c 

Total, Provision a 2 a .) -8 -11 ·13 -15 

h$l-for-S2" Demonstration Projects • 
Contractor Costs 0 a 4 5 6 6 4 4 4 4 
DI Benefit Costs 0 0 3 8 13 18 19 18 18 18 
Medicare Costs Q Q Q Q Z ~ Z 2 2 2 

Total, Provision 0 0 7 13 20 28 29 31 31 31 

Section 3 

ExteDSion of Medicare from 3 years 
to 5 years for clients suspended from 
DI who have used a ticket" 0 0 0 0 a a t 0 0 ,0 

Section S 

Extension of OJ Demonstration 
Projecl Authority until June 10. 200l 3 5 5 3 a 0 0 0 0 0 

---------,-------------------------------.-.----------------------------------------COntin-u-ed 
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B..x Fiscal Y far, in Millions of Dollars 
1999 2000 2001 2002 2003 2004 2005 2006 .2007 2008 

Section 7 

Prisoner-Related Provisions 
Payments to Prison Officials·· 
OASDJ 2 7 7 1\ 9 10 10 10 10 10 

Payments to Prison Offieials--SSI 0 I 1 1 t 1 1 I 1 J 
Savings in Benefits··OASDI ·3 ·13 ·15 ·1 S ·20 -20 ':20 .20 ·20 ·20 
Savings in Benefits--SSI d :R ;l ~ ;.2 :li! ::.l.Q ;l.Q :.1.0. :.lJ2 

Toral. Provision ·3 -13 -15 .)7 -20 -20 -20 ·20 ·20 ·20 

Section 8 

Two-Yeat' Open Season for Enrollment by Clergy 
OfT-Budget (OASDJ) Revenues 3 7 9 9 10 10 10 ' 11 1 J II 
On-Budget (HI) Revenues 2 2 2 2 2 2 2 3 3 
Oilier On-Budget Revenues a ·1 -I .J ·1 ·1 -I -1 -1 ·1 
OASDl Benefits A i i! ~ A I. i! .ll A i 

TOlal, Provision 
(Effect on Deficit) -3 -8 -10 ·10 -I ] ·11 -11 -J2 -12 -13 

Total 

" ,.,"" ..... 
• -,J "* 

On-Budget -I ·5 -6 -6 -6 ·7 -9 -14 -22 -3.5 
orr·Budget 2 .1. I LQ I ~ ~ :U ::..U :.U 

Total I ..4 1 5 1 -2 -23 ·29 ·3S ·46 

Revenues 
On·Budget a 1 I J I J 1 1 1 I 
Off-Budget l 1 2 2 LQ 12 lQ 11 11 li 

TOlal 3 8 10 10 11 11 11 12 12 13 

Deficit ( .) or SUlpius (+) 
OIl·Budget 6 7 7 7 8 10 IS 23 36 
Off-Budget il 2 1 :.l 1 6 .u ZA 14 Z2 

TOIaI 2 12 9 6 9 14 3S 41 47 58 

Note; Coft1)Oncllts may not slim 10 IOtals due 10 roundinB. 
•. 	 Less than 5500.0(1);, 
b. 	"'f'hcse S8vihlS loIifould occur under C.m.ellt Medi~ Ilw. Section 3 of the bill would also Clu:nd Medicare coveruge: COr cmain suspended 

rKipienu. 
c. CBO cxpccls lllat ihe VlSt mljoriry ofrchlbiliqlt:d 581 rcc.ipicnl3 ...ould continue 10 pi MCdIC:aid covera,e through Ihe 1619(0) propm. 
4. Under the proposal. the McdiCAU'c e:ll.lcnsioh would cover only Ihose recipients who rC!UlTled 10 work and used a -liclce,· under thc new 

prosram. Tht provision \liQuid upin:: 7 )furs .RE:r cnacl'rnrnl. 
c. 	 The bill would requin: SSA 10 \.eSI graduated reductions in bc,hdits ($lIeh as "SI·(0,·$2" above 585 orilbollc SOA. cum:n.ly 15(0) on a 

sufficient scale and for a long cno\l,h period to pc:mril ".Iid lIalis.iCllI analysis, 
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Clearly, some 01 and SSI recipients also reium to work without the help ofVR agencies. 
Research suggests that only 10 percent to 20 percent of DI recipients ever work after they 
start conecting benefits, and only 2 percent to 3 percent eventually have benefits withheld. 
In contrast, SSA reimburses claims for VR services for fewer than 1 percent of recipients.. 
Thus, for each VR success, one or two other DJ recipients go back to work and are suspend~ 
from the roUs without VR. 

The D1 program has. several fea~res that are meant to smooth beneficiaries' return to work. 
Applicants must show that they are incapable of substantial work in order to be awarded 
benefits. If they do work, the law permits them to earn unlimited amounts for a 9-month 
period (known as tria] work) and a subsequent3-month grace period before suspending 
benefits. During the next 3 years--a period known as the extended period of eligibility, or 
EPE--those beneficiaries may automatically refurn to the DI rolls if their earnings sink below 
$500. Furthermore, Medicare benefits (for which Dl beneficiaries qualifY after two 'years on 
the rolls) also continue during the 3 years of extended eligibility. 

The SSI disability program is restricted to people with lo'w income and few resources; 
Although applicants. for SSI benefits must meet the same disability criteria as in the Dl 
program, the SSIprogram's subsequent treatment of earnings differs somewhat. SS,I. 
recipients who work get a reduced benefit (essentially, losing $1 ofbenefits for each $2 of 
earnings over $85 a month) but do not give. up their benefit entirely. If their earnings top 
$500 but they are still medically disabled, they move lnto section 1619(a) status (and sti~l 
collect a small cash benefit). If their earnings rise further, they enter 1619(b) status (where 
they collect no cash benefit but stiU qualify fo~ M~dicaid). 

H.R. 3433. The bill would revamp the VR system by permitting nearly any recipient who 
desires VR to receive it, by permitting clients .to choose from a variety of providers in 
addition to state VR agencies, and by stretching out reimbursements to providers for up to . 
5 years, contingent on their clients' sustained absence from the roUs. 

Under H.R. 3433,.SSA would issue tickets to DI and SS! beneficiaries that they could assign 
to approved VR provid~, whether state, private for-profit, or nonprofit. . The bill would 
grant wide latitude to SSA in deciding the tenns and conditions of the tickets; SSA 
tentative1y plans to issue tickets to new beneficiaries at the time of award, unless they are 
deemed likely to recover medically, and to current beneficiaries fonowing a continuing 
disability review. By accepting a ticket,providers--]abeled "networks" in the bill--would 
agree to supply services, such as training, assistive technology, physical therapy, or 
placement. A program manager, selected by SSA, would aid in recruiting providers and 
handling the nuts-and-bolts administration of the program. . 

6 
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Providers could choose between two forms of reimbursement from SSA. One system would 
be based solely on outcomes; the provider would re'pcive 40 percent ofthe average Dl or SSI 
benefit for up to 5 years, so long as the client stayed off the rolls. Some providers fear. 
though, that they would experience acute cash-flow problems under such a system. To 
address that concern, the bill also offers a blended system. dubbed the "milestones-outcome" 
system. Under that system, SSA would make some payments earlier, but would trim 
subsequent payments to ensure that the overall.cost (calculated on a net present value basis) 
did not exceed the cos~ ofa pure outcomes system. 

The new program would be phased in gradually. H.R. 3433 calls for it to start in selected 
areas a year after enactment, and to operate nationwide six years. later. Because new 
providers would continue to come on board even after the program starts operation in an 
area, CBO assumes that it would take nearly 10 years for the new program to run at its fun 
potential. 

CBO assumes that about 7 percent ofnew1y-awarded beneficiaries would se~k VR services 
if they were readily available, versus only about 1 percent who receive them under current 
law. Both the 'fransitional Employment Demonstration '(TED, a demonstration conducted 
in the mid-1980s and confined to mentally retarded recipients) and Project Network (8 
demonstration begun in 1992 and open to both D1 and SSI beneficiaries) suggested. that about 
5 percent ofbeneficiaries would enroJl in VR ifgiven the chance. CBO judged that the level 
of interest ultimately would slightly exceed 5 percent for two reasons. First, intake under 
Project Network developed bottlenecks, which may have discouraged some potential 
participants. Second, Project Network barred any recipients who were employed or self
employed from enrolling; no such bar would ~e in place under H.R. 3433, however, and 
those recipients would probably be interested in receiving services and would be attractive 
to providers. 

Research suggests that getting VR raises the propensity to work, and only work can lead to 
an earnings-related s~nsjon. Based on several econometric studies and on the results of 
the TED demonstration, CBO assumes that slightly over half of the extra VR recipients 
would work. That raw figure, however, can easily exaggerate the effectiveness ofVR. The 
handful of beneficiaries who wou1d sign up for VR are probably the most motivated, and 
many would have worked anyway. In fact., CBO assumes that one effect of H.R. 3433 
would be to enable providers to be reimbursed for providing services for many people who 
would have worked anyway.· . 

These expected effects can be illustrated by following the experiences of one hypothetical 
cohort of 650,000 disabled workers--the approximate volume of annual awards in 1992 

7 
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through 1997. Under current law, about 6,000 would be se~ed under the state VR programs; 
4.000 of them would eventually generate a reimbursement to the state program, and would 
be suspended for at least a month. Another 9.000 would be suspended due to earnings, fOT 
at least one month, without any reimbursement to YR. Thus, total suspensions would be 
about 13,000, or about 2 percent ofthe' cohort, under current law. CBO assumes that, if those 
beneficiaries could freely enroll in VR using a "ticket," about 7 percent or 47,000 would get 
VR services. Most of those VR clients would work, and many (about 12,000) would be 
suspended for at least one month, an increase of8,000 in VR ..:reimbursed cases. However, 
CBO assumes that about 6,000 of these workers would have gone back to work unaided. 
Thus, for this cohort, net VR·reJated suspensions would be 2,000 higher. ' 

In estimating H.R. 3433, CBO adjusted those hypothetical figures for its caseload projections 
and timing factors. First, CBO assumes that the volume ofdisabled-worker awards gradually 
climbs from 625,000 in 1998 to about 810,000 in 2005. Second, CBO also assumed that 
some extra rehabilitations would occur among the nearly 5 million current DI beneficiaries, 
not just among new awards, although current beneficiaries are generally poorer candidates 
for VR than new applicants with more recent work experience. Third, CBOadjusted' the 
numbers for the gradual phase-in of the new system. Under the bilJ's schedule, assuming 
enactment by September 1998, the first services would be rendered at a handful of sites in 
fisca] year 2000. If those clients engaged in trialwork in 2001, the tirst extra suspensions 
would occur in 2002. Each year, more areas would be brought into the new system. 

Specifically, CBO assumed that the number of net additiona1 suspensions--thatis, 
suspensions that would n~~ occur in the absence of the new prognun-.would equal only 400 
in 2002, 1,800 in 2003, and between 3,000 and 4,000 a year in 2004 through 2008. Gross 
suspensions that involve reimbursement to a VR provider would range between 4,000 and 
5,000 a year under current law, but would be markedly higher·-about 700 more in 2002 and 
about 9,000 more in 2008--under the proposa1. And the number ofsuspensions involving no 
reimbursement to VR would drop from about 9.000 jn 2002 to about 5,500 in 2008. . 

CBO also had to make assumptions about recidivism. Many studies have documented that 
DI recipientS who leave the rons often return; It is not clear whether recipients of VR' 
services are more or less likely to return to the rolls than others; some evidence suggests that 
the extra boost provided by VR fades over time. Because H.R. 3433 proposes to pay 
providers for up to 5 years, but only if the recipient stays off the rolls, assumptions about 
recidivism are critical. Based on a variery or' sources, CBO assumes that recipients 
suspended from the rolls have about a two-thirds chance of sril1 being suspended one year 
later, about a one-half chance 3 years later (when, technically, their 01 enrit1ement is 
tenninated), and a 40 percent chance after 5 years. 

8 
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Effects ofthe Tickets Program in DI. The budgetary consequences of H.R. 3433. from the 
standpoint of the OJ program, would consist ofseven effects: 

o 	 Payments to the program manager--SSA would hire a pr<~gram manager to coordinate 
issuance of tickets, the recruitment of providers, and other tasks. Based on a similar 
arrangement in the RSVP program, CBO. assumes that payments to the program 
manager would amount to just a few million dol1ars a year. 

o 	 . Mileslone p§YIDents to providers-.Asexplained earlier, the bill would give provide~ 
a choice between a pure outcome-based system (in which providers would get on]y 
periodic payments during the period ofsuspension) and a blended outcome-milestone 
system (in which they could gel some money earlier). CBO assumes that most 
providers would opt for the blended system, which CBO assumes to consist of$500 
after several months of work and a $ 1,000 bonus on the date of suspension. 
Placements would be considerably easier for providers to achieve than suspensions. 
In 2002, milesto!le payments would be $1 million for the first batch of 1,000 gross 
suspensions (mostly people enrolled in 2000, the first year of services) and another 
$4 million for about 8,000 working clients (mostly people served in 2001) for a total 
of$5 million. In 2008, these payments would be about $14 mi1lion for 14,000 gross 
suspensions and another $] 9 million for about 38,000 work efforts. or $33 milJion 
total. 

o 	 Incentive payments to providers-The incentive payments would occur over a period 
ofup to 5 years if the beneficiary remains off the rolls. In the pure outcor::es system, 
they would be 40 percent of average benefits. cao assumes that most providers 
would opt for the blended payment system, under which--in return for getting some 
earlier milestone payments--they would accept incentive payments of30 percent. In 
2002, 1,000 suSpended beneficiaries would each generate an incentive payment of30 
percent times about $800 a month, or about $3 million for the year. In fiscal year 
2008, gross suspensions of rehabilitation clients over the 2004-2008 period are 
assumed to be about 50,000. Some of those would have returned to the roUs, and a 
few would have died; CBO assumes that 33,000 of the 50,000 would remain 
suspended. At an average benefit ofabout $900 a month, incentiv~ payments would 
total $109 million. 

o 	 Qradual phase-out ofcurrent VR system--CBO assumes that, under current law. the 
01 trust fund would reimburse claims for VR services (principally claims from state 
agencies) ofabout 4~OOO at present (at an average cost ofabout $1 ] ,000), growing to 
about 5,300 in 2008 (at an average cost of about $14,000). The new program would 
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gradually replace the current~law system. Even by 2008, a few vestiges of the old 
system would remain; roughly 20 percent of services rendered in-2006, for example, 
might still lie outside ticket areas and therefore would generate reimbursements in 
2008 (allowing one year for services and one year for trial work) under the old 
~ystem. Thus. in 2008, the current~law VR program is expected to cost about $70 
million, and about 80 percent ofthat would have been superseded by the new system. 

H.R. 3433 would grant state VR agencies the option of remaining in the current 
~eimbursement system--that is, Chargin.g reimbursement for the ,full amount ofcosts.), I)' 
Incurred after 9 months of work. Whether or not those agencIes would choose to 
remain, though, is largely inunaterial to CBO's estimate; most clients would be served 
by other providers. 	 " . 

o 	 Benefits avoided--The various payments to providers discussed above an depend on 
the number ofgross rehabilitations. The savings in DI benefits, in contrast, depend 
on 'the number of net or extra rehabilitations. That distinction is important: when 
providers serve clients who would have worked and eventually been suspended 
anyway, they do not generate savings in DJ benefits. 

In 2002, of the total 1,000 suspensions of ticket holders, only 400 would constitute 
extra rehabilitations. At an average benefit ofabout S800 a month, savings would be 
$4 mi1lion. By 2008, CBO assumes that there would have been a total of 53,000 
gross rehabilitations over the 2002~2008 period of which 20,000 would represent 
extra rehabilitz!ions. Under CBO's assumptions aboutrecidivism, about 12,000 of 
those 20,000 would 5ti11 be off the rolls; at an average benefit of about $900, benefit 
savings would be about $126 million. 

o 	 Extra benefits paid··Some people might file for DI benefits in order to get VR 
services, or may even be encouraged to do so by prospective providers (for example," 
by an insurance company that helps to run their employer's private disability or 
workers' compensation coverage). For those filers, the entire benefit cost (for any 
time they spend on the roUs) and the VR cost (if they do eventually get suspended) 
would be a net cost to the.DI program. 

To some extent.. SSA could minimize this problem by setting the tenns and conditions 
under which it would issue tickets--for example, by denying them to beneficiaries 
who are expected to experience a medical recovery quite soon. But some such filers . 
might still seep through. CBO assumes that, when ful1y phased in, abo~t 500 such 
filers wouJd be induced to apply each year, and half would in fact be rehabilitated 
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after a year or two on the rolls. By 2008, under the phase*in assumptions used by 
CBO, there would have been a total of2,400 awards to induced filers; 1,400 would 
still be on the rolls; and benefits to them, assuming an average monthly check of 
$900, would cost about $16 million. ' 

o 	 Resulting Medicare savings·-DI recipients who return to work automatically continue 
to receive Medicare ,coverage for 3 years after their suspension from DI. By leading 
to the rehabilitation and suspension of more 01 recipients, H.R. 3433 would be 
expected to generate some savings in Medicare. Dl beneficiaries who are capable of 
working are probably healthier than other beneficiaries, and their per-capita Medicare 
cost therefore less than average. 

Under CBO·s assumption that the first services would be rendered in 2000 and the 
first resulting suspensions in 2002, Medicare savings would begin in 2005. Of the 
400 extra suspensions in 2002, only 200 are sti1l suspended when they complete their 
EPE in 2005, and Medicare savings would be a scant $1 million. By 2008, 10,000 
extra suspensions are assumed to have occurred over the f002-200S period; 5,000 
would still be off the rolls; andS20 million in Medicare savings would result. 

. On balance, over the 1999-2003 period, CBO posits a small net cost in the DI program from 
the proposed tickets, mainly because there would be vet}' few extra rehabilitations but there 
would be some startup,costs and a few dollars paid to induced filers. Later, CBO positS 
small net savings, chiefly because theDI benefit savings from the extra suspensio~s 
outweigh, by a slim margin, the costs ofpaying for those beneficiaries who ate skimmed by 
the providers. Obviously, different assumptions about the relative sizes of these groups 
would change the conclusions. 

Effects o/the Tickets Program in SSI. H.R. 3433 would also bring S8l participants into the 
new tickets to work program. CBO estimated effects in the S8l program in a manner similar 
to its estimates for DI. There are a few notable differences. 

The Dumber of SSt recipients affected by the bill is generaUy assumed to be only half as 
many as in DI. Under current law, SSA generally pays for about 6,000 rehabilitations a 
year--4,OOO in Dl and 4,000 in SSI, ofwhich 2,000 are concurrent. Under the bill, services 
rendered by providers to concurrent beneficiaries would essentiaJly be compensated under 
the DI rules. Thus, to avoid double·counting concurrent beneficiaries, CBO generally 
assumed on!y half as many cases in its SSI estimates as in the anaJogous 01 estimates. 

11 
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Average benefits for disabled SSI beneficiaries are also only about half as largeas in the 01 
program--in 2002, for example, about $400 in SSI versus $800 in OI. Therefore, all 
payments under the proposed system that are pegged to the average benefit, such as the 
incentive payments to providers, would be smaller in SSI. In fact, that provision has aroused 
concern that providers would be less willing to provide services to the SSl population. eBO 
impHcitly assumes that providers . would serve this group, perhaps emphasizing cheaper 
services with repeated interventions ifnecessary. 

Because SSI is limited to beneficiaries with low income and few resources, CSO assumed 
that there would be few induced filers. CBO also assumed that most SSI beneficiaries 
affected by the bin would retain Medicaid coverage through section 1619(b), 

The upshot of H.R. 3433 in the SSI program is a pattern that resembles that for 01; ~man 
early costs, giving way to small savings after 2003. . 

Demonstration Projects. Under current law, after completing the trial work period arid the 

3-month grace period (during which earnings are disregarded), a disabled worker gives up 

his or her entire benefit in any month that earnings exceed SGA ($500). Both anecdotal and 

statistical evidence suggest that many beneficiaries balk at that, instead quitting work or 

holding their earnings just below the threshold. Some advocates favor, instead, cutting 

benefits by $1 for every $2 of earnings over $500 a month. More modestly, some favor a 


. treattnent of earnings more like the S~l program's.;...:a cut of $1 in benefits for every $2 of 

earnings over $85 a month. 

It is very likely that such proposals would encourage more people who are already on the DI 
rolls to work. Although fewer beneficiaries would be suspended (i.e., have their benefit 
reduced to zero), many might have their benefit substantially reduced. A major concern 
about such proposals is that they would encourage an unknown number ofpeople to fiJe for 
benefits. Survey data suggest that there are millions of severely impaired people who are 
nevertheless working and not collecting 01. Filing for benefits, and working part-time, might 
improve their standardsofliving. That incentive would be much stronger if the 01 program 
liberaJized its treannent of earnings. The SSA Actuary's office in 1994 estimated that 
applying a $1-for-$2 p01icy for earnings above $500 would cost $5 billion in extra DI 
benefits over a S·year period and that setting the threshold at $85 would cost $2 billion.. 

H.R. 3433 would require SSA to conduct demonstrations to test theetTects ofa $1 reduction 
in benefits for each $2 ofearnings. It would require that SSA conduct the demonstrations 
on a wide enough scale, and for a long enough period, to permit valid analysis of the results. 
CBO assumed that, to comply with those criteria, the demonstrations would have to include 
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perhaps half a dozen small states. that the intake phase of the project would have to last three 
or four years to pennit observation of the expected induced filers and that the incentives 
themselves would have to be promised to the beneficiaries for an indefinite period. Because 
the demonstrations would pose formidable issues ofdesign and administration, cao assumes 
they would not get under way until 2001. CBO also assumes that the demonstration would 
be conducted in areas with and without the tickets to work and self·sufficiency, to enab1e the 
effect of the incentives to be isolated from the effects of the new VR program. Even a 
relatively small-scale demonstratiQn might thereby apply to approximately 2 percent to 3 
percent ofthe nation. Multiplying that percentage times the 01 benefit costs contained in the' 
Actuaries' 1994 memo suggests that the demonstration would, after intake is complete, cost 
almost S20mil1ion in extra OJ benefits a year. It would also lead to slightly higher Medicare 
costs, since the induced filers would qualify for Medicare after two years on the 01 rolls. 
Finally, CBO assumes that running the demonstrations and collecting and analyzing data 
would be handJed by an expert contractor, at a cost ofseveral million dollars a year. In sum, 
the $1-for-S2 demonstration projects mandated by the bill are estimated to CO$t $190 million 
over the 200 1~2008 period. 

Exteaded Medicare Coverage (Section 3) 

As noted before, 01 recipients who give up their cash benefits' because of earnings can 
continue to get Medicare for 3 years. H.R. 3433 proposes to lengthen that period to 5 years. 
The extended coverage would only be available to beneficiaries who had registered a ticket 
with a VR provider. Furthennore, the coverage would expire 7 years after enacbnent (that 
is, in September 2005, under CBO's assumption). 

Since CBO assumes that the first batch ofVR clients under the new tickets program would 
be suspended in 2002, their 3~year period ofextended Medicare eligibility under current Jaw 
would expire in 2005. Therefore, the proposed extension wouJd expire before it would have 
significant costs. CBO assumes costs ofjust $1 million in 2005. 

Other Provisions 

The other provisions ofH.R. 3433 are mostly technical corrections and clarifications to the 

. Social Security Act. Those technical corrections have passed the House twice previousJy, 

in September 1996 (H.R. 4039) and April 1997 (H.R. 1048). As pointed out in previous 

CBO estimates, most do not have budgetary implications. Three sections do have budgetary 

effects. 
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Demonstration Project Authority (SecUon 5). SSA has the authority to conduct certain . 
research and demonstration projects that occasionally require waivers ofprovisions ofTitle 
II of the Socia] Security Act. That waiver authority expired on June 10, 1996. This bil1 
would extend it until June 10, 2001. This extension would be the fifth since the waiver 
authority was enacted in 1980. This general waiver authority should not be confused with 
the so-cal1ed SI-for-S2 demonstrations that would be required by Section 2 ofthis bi11; those 
demonstrations are costlier and 10nger-Iasting than the modest projects that SSA would likely 
conduct on its own. 

When the 'waiver authority has been in effect, SSA has generally spent between $2 miHion 
and $4 million annually on the affected projects. Because the proposed extension would be 
for 3 years, CBO judges that it would Jead to outlays of$1 5 million, chiefly in fiscal years 
2000 and 2001. 

ProvisioDs Affecting Prisoners (Section 7). H.R. 3433 would also strengthen restrictions 
on the payment ofSocial Security benefits to prisoners. Current law sets strict limits on the 
payment ofSSI benefits to incarcerated people and somewhat milder limits on payments of 
OASDI. SSI recipients who are in prison for a full month-·regardless ofwhether they are 
convicted--are to have their benefits suspended while they are incarcerated. OASDI 
recipients who have been convi~ted ofan offense carrying a maximum sentence of 1 year or 
more are to have their benefits suspended. Those .who are convicted of lesser crimes, and 
those who are in jail awaiting trial, may stm collect OASDI benefits. Those provisions are 
enforced chiefly by an exchange of computerized .data between the Social Security 
Administration and the Federal Bureau of Prisons, state prisons, and some county jails. 
Those agreements are voluntary and, until recently, involved no payments to the institutions. 

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 changed that 
arrangement by directing SSA to pay institutions for reporting infonnation that led to the 
identification of ineligible SSI recipients. The payment is $400 if the institution reports 
infonnation within 30 days ofconfinement and $200 ifthe report is made 30 to 90 days after 
confinement. The Jaw also exempts matching agreements between. SSA and correctional 
institutions from artain provisions ofihe Privacy Act. 

This bill would establish analogous arrangements for the OASDI program. It would also 
drop the requirement that OASDI benefits be suspended only if the maximum sentence for 
the offense is 1 year or more. (A conviction would still be required; inmates who are in jai1 
while they await 1l'ial could continue to collect benefits.) CBO estimated the effects of this 
proviSion, like its predecessor in the welfare refonn law, by analyzing data from severa) 
sources that suggest about 4 percent'to 5 percent ofprisoners were receiving Social Security, 
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SSI benefits, or both before incarceration. Reports from SSA's Inspector General showed 
that some of those prisoners were overlooked under matching arrangements either because 
their institution had nOl signed an agreement, had not renewed it promptly, or did not submit 
data on schedule. 

CBO estimates that, over the 1999-2003 period, the provision in H.R. 3433 would lead to 
payments of$32 miJlion to correctional institutions out ofthe OASDI trust funds and benefit 
savings of $69 million, for a net 'saving of 537 million. CBO also expects that the broader 
arrangement, by doubling the pool ofpotential payments, would encourage more correctional 
institutions to submit information accurately and promptly and would therefore lead to 
spillover savings in the SSI program amounting to nearly 530 million over the 1999-2003 
period. 

Open Season for Clergy to Enroll In Sodal Security (Section 8). Under current law, 
ministers of a church are generally treated as self-employed individuals for the purpose of 
the Social Security payroll tax. However, ministers who are opposed to participating in the 
program on religious principles may reject coverage by filing with the Internal Reven\le 
Service before the taX filing date for their second year of work in the ministry. H.R. ~433 
would give those ministers a chance to revoke their exemptions. It wou1d give them a two
year Window~-ending on the tax filing deadline for the second taxable year beginning after 
December 31, ·1998--to exercise that option. 

In 1977 and 1986, the clergy were offered·a similar opportunity to opt back into Social 
Security. Based on that experience,CBOestimates that about 3,500 ministers would take 
advantage of the opportunity. CBO estimates that the clergy who elect coverage would pay 
about $3 million in Social Security (OASDI) taxes, which are off-budget, in 1999 and $10 
million a year thereafter. They would also pay Hospital Insurance (HI) taxes, which are on
budget, of about $2 'million a year. Finally,income tax revenues would drop slightly 
because, as self·emp)oyed individuals, ministers paying Social Security ~uld deduct a 
portion of that tax when computing income tax. 

, . ' 

PAY-AS-YOU-GO CONSIDERATIONS: 

, ' 

The Balanced Budget and Emergency Deficit Control Act of 1985 establishes pay~as~you~~o 
procedures for legislation affecting direct spending or receipts. The projected changes in 
direct spending are shown in the table below for fiscal years 1999-2008. On1y changes 
affecting on-budget outlays and r~ceipts (that is~ those in non-Social Security programs) 
affect the pay-as-you-go scorecard. For purposes of enforcing pay-as-you-go procedures, 
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only the effects in the current year, budget year, and the succeeding four years are counted. 

Table 3. Summary of Pay-As-You-Go Effc:c1S ofH.R. 3433 

By Fiscal Vear. in Millions of Dollars 
1999 "2000 2001 2002 2003 2004 2005' 2006 2007 2008 

Change in Outlays -I -5 -6 -6 ·6 ·7 -9 ·14 ·22 -35 

Cbange in Receipts a 

Note: . Componenl5 may not 'lJl'IllO IOLIIls due to nlullding. 
•. less than SSOO.OOO. 

Social Security outlays and receipts do not appear on the pay-as· you-go scorecard, but the 
House ofRepresentatives tracks them separately. That tally includes effects only for the year 
in which the legis1ation takes effect and the four subsequent years; for H.R. 3433, the 
relevant years are 1998 through 2002. It also includes balances carried over from Jaws 
enacted in previous years, such as the Contract with America Advancement Act (Public Law 
104-121) enacted in 1996. Under the rules of the House, the Social Security scorecard 
includes only tax receipts and benefit outlays of the Social Security trust funds. Therefore, 
outlays for purposes other than benefits--such as the payments to VR providers and to prison 
officials that would occur under H.R. 3433·-do not appear on the scorecard. 
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Table 4. CBO Estimate of Current Status of the Social Securiry Scorecard in the House of Representatives 
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By Fiscal Year, in Millions ofDolla.rs 
1998 1999 2000 2001 2002 

Scorecard at Start oC 1998 
OASDI Taxes 146 80 
OASDJ Benefits -77 -114 75 

Net Effect 223 194 ·75 

Ticket to Work and Self-Sufficiency Act oC 1998 (RR. 3433) 
OASDITaxes 8 9 9 9 

.)3OASDI Benefits 0 -3 -11 -12 
Net Effect 0 11 22 20 21 

Scorecard Assuming EnactIIient of H.R. 3433 
OASDI Taxes 146 88 9 9 9 
OASDJ Benefils -77 ·117 62 ~11 ·12 

Net Effect 223 205 . ·53 20 21 

Note: Componenu may nolium to lotals due to fnundin8. 

ESTIMATED IMPACT ON STATE, LOCAL. AND TRIBAL GOVERNMENTS 

.H.R 3433 contains no intergovernmental mandates as defined in UMRA and would impose 
. no costs on state, local, or tribal governments. Although state VR agencies would lose their 
monopoly--or, technica11y, their "right of first refusal"--to serve SSA clients, the budgetary 
impact of this change would be minimal. In addition, state and local prisons would collect 
additional payments for providing certain computerized 4ata to SSA that CBO estimates 
would total $35 million overthe 1999 -2003 period. 

ESTIMATEUIMPACT ON THE PRIVATE SECTOR 

H.R. 3433 contains no private-sector mandates as defined in UMRA. 
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Federal Cost: Kathy Ruffing (226-2820). 

Impact on State, Local, and Tribal Governments: Marc Nicole (225-3220) 

Impact on the Private Sector: Ralph Smith (226·2659) 


ESTIMATE APPROVED BY: 

P~ul N. Van de Water 
Assistant Director for Budget Analysis 
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