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Breaking Down Barrie;s For the Working Disabled

»> Government retlinks health care ellglblllty rules that discourage
self-sufficliency

By Sue Kirc¢hhoff, CQ staff Writer

PORTLAND, Ore. -- 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-o0ld works at
Portland Community College as an ‘adaptive computer apecialist,®
reéamﬁtﬁg"ﬁqulpment to meet the specia] needs of disabled students. He
a;so runs a consu*tlng bus;ness, providing similar advice to private
customers.

—

The asucces® is not as complete~as'it appears, however, Along with
the daily challenges of navigating a world desigped for. the able-bodied,
Goldhammer must steer through & maze of federal and state regulations
that limit the amount he can earn.

If he makes too much money, the government -will cut cff 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 his case cost about $15,000 a year.

Goldhammer laments that many people with disabilities have chosen
not to seek employment rather than risk the logss of health care or other ﬁ*:
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 for federal assistance,
they must provﬁ they are unable to work. Once enrolled in government
disability programs, they become eligible for Medicaid or Meéicaxe.

Advances in technology, tougher e¢ivil rights lawas and mandatory
public education have made it possible for more people with physical and
mental impairments to enter the job market. Those who choose to do so,
and give up government aid, may be able to make up for lost cash
benefita, but they are far less likely to f£ind health ¢are coverage.

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widening belief that the current system is outdated, Congress, states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 personal 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 Naticnal Academy of Social Insurance,
a nonprofit organization in Washington, D.C., that researches welfare
and health care programs. "Private employéra arxe not keen on picking up
the costs." '

While lawmakers have made some progress, they face major obstacles
-- primarily the fact that expanding health care and other support
services is a multibillion-dollar proposition. As Congress learned with
TEe—¢996wetTaTe overnaul (PL 104-193), helping move people off federal
asgistance and into jobs requires up-front investments to reap long-term
gainz. (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
gualms about supporting a voluntary effort to move the disabled into
work. And the Republican campaign for self~sufficiency, they afgue,
ghould 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 work force?" said Peter W.
Thomas, a Washington attorney 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 (SSDI) in fiscal 1998. Payments are based on the
length of time a worker paid Sccial Security pavroll taxes.

The second major program is Supplemental Security Income (SSI),
which is based on income., Originally envisioned as an income supplement
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Tor the elderly poor, it ig now primarily a disability program, serving
meore than 4 million disabled adulta. ’ ‘

Nationally, fewer than 1 percent of those on S8DI leave the.program
sttt —— - —————- 2T
for icbs.‘The unemployment rate for the severely disabled is estimated
at nearly 70 percent.

Meanwhile, the number of working-agé individials receiving federal
disability benefits has more than doubled over the past dacade. Spending
b;TTBSEEd“tUWmBrE“tﬁ§H'§75 Billion in fiscal 1998 from $28 billion in
fiscal 1886.

Effective in 0ctober,@ was the first gtate in the nation to
receive permission from th alth Care ¥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 to
work asg much ag he wants without worrying about loging health insurance
coverage. 5 ‘

The state will require reci?iente to make Medicald copayments, which
will rise as salary increases. FPor example, someone with gross earnings
of $30,000 would pay about %20 a month in premiums. The expectation was
that as individuals earn more, thay would take advantage of tax
deductions and private insurance to move off Medicaid.

The plan is designed to help not only those who now receive S8I and
SEDI, but to enable working individuals with physical and mental
impsirments who are not in either program to purchase Medicaid.

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

"We passed these paople 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 to go to work,"™ he said.
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While the fine print of the Oregon initiative is still being
developed, it is already having an effect., Right now, Goldhammexr is able
to hold his job under "self~support® provigions of the exigting state
Medicalid program that allow him, for a three-year period, to make a
specifiad income, Keep Medicaid and contribute to a special checking
account to purchase a new van.

His three years are up in October 1998, without the new Oregon
proposal, he would either "have to mske a big jump or quit,®

One of the first to find work under the Oregon program was Scott A.
Lay, & quadripleglec who had done only limited consulting and wvolunteer
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
ug wdrking and collect the taxeé?" gaid Lay, 47. in his home office,
full of plagques from disability groups, plctures of Franklino D.
Roosevelt and John P. Kennedy -- and science fiction movie posters,

"It’s cur belief that people who work are healthler than people who
stay at home and watch TV. To us it‘s a no-brainer, Why didn‘t we do it
a long time ago? The opportunity wasn’t there, " he said.

Vermont and Wiscgpain are experimenting with sm initiatives. It
ig unclear how many other states will follow unless Congress passesg
legislation to provide financial incentives, rather than just
permiasion, to extend care.

i

For example, advocates said, about 30 states and the Diatrict of
Columbia now offer attendant care under Medicald, a key element in
aiiawiﬁﬁwﬁany disabled to work. Without additional federal funds, those
who do not offer the benefit may be unwilling to do so.

CONGRESS DEBATES CHANGES

The 105th Congress made zeveral 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 acguisition of training
- and rehabilitation services from state vocational offices or businesses.
It would also have extended theitime the working disabled could receive
Medicare. (CQ Weekly, p. 1540)

The measure was designed to give rehabllitation agencies financial
incentives to get the disabled into the workplace,
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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.
. - R L g R -

“The disability program is like a big, black hele., Once psople fall
into the 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
provizgions, but took the next step in allowing the working disabled to
buy into Medicaid and providing grants to states to heip 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
vushed it during last-minute negotistionsg on the fiscal 1999 omnibus
spending law (PL 105-277). Although supported by the White House, it was
not included becauze lawmakers were concerned about attaching such a
comprehensive package 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 Republican 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.

.Thé senators will re-intreduce 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
vear 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 sald 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 peocple to
work, there are accusationg that basic needs are unmet.
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On 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
headqguarters. They were protesting the fact that many state Medicaid
programs do not pay for in-home care, such as persconal attendants,
forcing many to remain in institutions.

Houge 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 Jeffordé~Kennedy measure would have required states that elected
to extend Me@icaid for the working disabled under a grant program to
also offer attendant care.

Some caution that while the smerging work initiatives are an
important step, they are riot a panacea. To qualify Zor federal benefits,
i2éiziégg&g_mnat.m&gg_g_gight standard of digability and many simply
nave too many chronic problems to go to wopE;

“It's not going to create droves or millions of people gding off the
rolls, but there are significant numbers of pecple who, because of the
security of health care . . . decide not to work," said Ken MeGill,
Social Security Administration director of emplovment and rehabilitation
programs, '

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

Oregen officials egtimate that 174,000 of the state’s citizens are
out of the job market due to disabilities. O0f 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
disabled. Since the program started in 1996, the state has placed 500
PR —— )
people in jobs and volunteer work.

There are concerns that the system may favor people with some
disabilities over others. Paula 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 hasg atarted a campaign to draw attention to
Oregon’'s wailting list for vocational and support services.

"We'ra‘just at the point where we’re seeing péople come out of the
sysetem under the 1975 [education of the disabled) law. What are we
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doing? We're putting them on waiting lists," she said.

‘Supporters said expanding Medicald prescription coverage 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 alsoc tied to a broader debate over
Social Security. Clinton hag 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 reduging 88DI, funded through the program’s
payroll tax, by as much as 30 percent, in line with pozaible reductions
'in retirement benefits.

Furchey, the General Accounting Office has placed S8I -~ which the
libertarian CATO Institute in 1995 labeled the “"black hole of the
welfare state" -- on its list of programs susgceptible to fraud. The
Jaeffords-Kennedy bill would have been financed, in part, by cracking
down on alleged abuse in the program.

Congress in the 1996 welfare law tightenad SSI benafits to children
and eliminated aid to legal immigrants. Lawmakers later rolled back many

of those provisions.
COPING WITH ROUTINE

Teng of millions of Americans have phygical 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 disabled
has been described ag the next step of the civil rights movement.

In 1975, responding to court decisions, Congress pagsed legislation
(PL 94-192) guaranteeing a free and adequate public school education for
children with physical and mental limitations. (1875 Almanac, p. 651)

The 1990 Americans with Disabilities Act (PL 101-336) barred
discrimination in employment, public gervices and access to public
buildings. Estimated to have an impact on 43 million Americans, the law
also fequired businesses to make "reasonable accommedations" 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 chronic
health conditions worked full or pg?g—timeA‘comparad with 79 percent of
the broader population. One-third lived in households with income of
415,000 or less, more than double the proportion for the able-badied.

7 Washingron Alsrt - Congressional 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 issus iz not a new one for
Congresg, 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 caré.

S8DI 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 yvears while working, but musgt pay the premium.

To receive 58I, adults must meet the Social Secﬁrity 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 cften attendant care. About 1.6 million people
gqualify for borh disability programs.

p——

SSI has more liberal work rules. As income rises, cash benefits are
reduced gradually until they reach zero. Individuals can still receive
Medicaid until thaey reach state-gpecified caps of about 520,000
annually. Experts warn that that income level ig too low to meet both
living expenses and health care. About & percent of working-age
recipients were employed 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 sexvices as an alternative to institutional care.
Further, Oregon has one of the nation’as most expansive Medicaid
programs, '

3

WATCHING OREGON

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

“They always ask the same quastion: 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 states authority to expand Medicaid under

8 Washiingtun Alert - Congresshunal 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. Participants did not have to be on the
federal rolls to qualify.

Lay said Oregon offiecials figured that under those guidelines, the
program would still impose an effective income cuteoff at about $40,000
annually. Further, individuals on SS8DI -- 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
guidelines.

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

Current $8I rules allow cnly $2,000 in savings. Oregon will permit
up to $12,000 along with separate, special savings for major expenses
such as a motorized wheelchailr or & van. The state will alsgo 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 iz too tight. The Jeffords-Kennedy bill would have eliminated the
ceiling.

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

To follow, other states would have to expand Medicaid spending for
attendant care, Increased work force participation could boost state tax
revenues, .but major savings from the program would likely acerue to the
federal government. Many state administrators are closely watching the
Jeffords-Kennedy bill and other initiatives.

9 Washington Alers - Congressional Quarterly
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" DRAFT: Health Options: Return To Work

: . Aggressively promote Medicaid buy-in option. This new policy allows states to let
|2 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] =~

e *  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 ‘limvit on uﬁearned income

- Lifting limit on assets

[Note: All of fhe above can be accomplished usihg 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- leglslatlvely ]

mAeEE——

. Create incentives for states to take the Medicaid buy-in option. Savingsin SSI and
SSDI resulting from people leaving these programs could be used to provide grants to
states to encourage their participation in this Medicaid option. Dependmg on amount of
funds available, three types of grants could be glven :

- 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
' L \0 -~ (the same amount for all states) to develop state plan amendments. States must
I : consult with the disability commumty in this planmng process. [$100 000 -
| o 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] '

’I - - 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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Jeffords/Kennedy Return to Work Bill S@Q‘

Populations Covered ’ ) HC@§W(}€4; %ﬂ Wﬁ({ Q&/},&

"g OPTIONS OPTIONS
NON BENEFKCIARY SSDI (0 to 24 monthg) SEDH (24+ months) $31 OTHER MEDICAID DISABLED
{Not on SS1 or B5DI} {c.g. medically needy)
CURRENT LAW NOW? WHAT ARE THEY GETTING NOW? WHAT ARE THEY GETTING NOW? WHAT NOW? WHAT ARE THEY GETTING NOW?
DISABLED INDIVIDUAL 1 not working: . 1f oot working: 1f not working: 1€ not workiog: i I not working or if working:
. No cash benefits Cash benefits under SSDI Cash benefits under SSDI Cash benefits under SS1 Mo cash benefits

No acute care No acute care under Medicare until after 24 months | Acute care under Medicare Acute and long-term care under Medicaid Acute and long-lerm care under Medicaid

No fong-tenn care Ne long-term care No long term care

1f working: 1f working: If warking: . 1 working but earning b/t 1619(b) and 250% then:

No casb benefits No cash benefits under SSDI Na cash benefits under SSDI Acute and long-term care under Medicaid

No acte care . No acute care under Medicare Acute care under Medicare for 39 months No casb benefit under S8I

No long-term care 1f working but eaming above 250% them:

N&V\»—SMGP Slqu QJ\\? ' No acute and long-term care under Medicaid

w P’\i o + No cash benefit uader 881
WORKING INDIVIDUAL UNDER J/K WHAT DO THEY GET UNDER J/K2 Wi [ UNDER J/K? 'WHAT DO THEY GET.UNDER J/K? WHAT PO THEY GET UNDER J/K? WHAT DO THEY GET UNDER J/K?
}Eligiblc Worker with a Disability 1 s ¢ MUST GIVE UP CASH MUST GIVE UP CASH
(EWID) %;{Lﬁvf @ J‘/ﬂ?@%ﬁr GIVE UP CASH THEN: I¥ GIVE UP CASH THEN:
State dcﬁniu'én of work eligible 1} Work Incentive Services (SWOP) 1) Work Incentive Services (SWOP) 1) Work Incentive Services (SWOP) 1) Work Incentive Services (SWOP) 1} Work Incentive Services (SWOP)
Reduced Medicaid benefit package for disabled only Reduced Medicaid benefit package for disabled only Reduced Medicaid benefit package for dissbled onfy Reduced Medicaid benefit packagc for disabled only | Reduced Medicaid benefit package for disabled only
Enbanced CHIP FMAP Enhanced CHIP FMAP Enhageed CHIP FMAP ML EMAD ™y ﬂ\% Enbanced CHIP FMAP
States would amend Medicaid suate plan States would amend Medicaid saw plan Siates would amend Medicaid suate plan States would amend Meditaid staic plan ‘$ States would amend Medicaid siate plan
State must provide at least PAS & drugsw. $10 M'h State must provide at least PAS & drugs ' Siate must provide at Ieast PAS & drugs ‘ State must provide at least PAS & drugs State must provide at least PAS & drugs
/Sla(cs could reduce benefit standards . States could reduce benefit standards States could reduce benefit standards . States could reduce benefit standards ) States could reduce benefit standards
. UL/ States wonld have to comply with statgwideness Staies would have i gomply with statewideness States would have to comply with statewideness States would have lo comply with statewideness States would have w comply with statewidencss
&; ‘5/( and comparability of servi and comparability of service and comparability of service and cormparability of service
NG in dif ey
(p ,ff' Free below 150% " Free below J50% Free below 150% Free below 150% - Free below 150%
/rcfje Buy-in above 150% ; Buy-in abbve 150% Ruy-in above 150% Buy-in above 150% Buy—(n above 150%
. }ad ? Preminms on sliding scgle basis J/’ 0’}/ Prcmm/ tns on sliding scale basis Fremiums on sliding scale basis Premiums oo sliding scale b Prewiums on shiding scalc basis
Payes Cagd Kissr¥ | |
l)gﬁaing 1) Counseling 2} Counseling 2) Counseling 2) Conuseling
3) Auxitary beoefit contines - h X

%) Easy back on the rofls ) %&g

53 No EPE or TWP qﬁqﬁ% e Z
=3 {4es '
edicare 7
F DO NOT GIVE UP CASH THEN: Free below 250%

Current law Buy-in above 250%
Premiums based on 10% of income above 250%

P

S Dws
1F DO NOT GIVE UP CASH THEN: /
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DRAFT A
Jeffords/Kennedy Return to Work Bill
Populations Covered
N » OPTIONS OPTIONS
NON BENEFICIARY SSDI (0 to 24 moutbs) SSDI (Z4+ months) 551 OTHER MEDICAID DISABLED
{Noton S5 or SSDI} ) (e.g medically needy)
NOT WORKING UNDER J/K™ / WHAT DO THEY GET UNDERJ/K? WHAT DO THEY GET UNDER J/K? WHAL DO THEY GET UNDER J/K? WHAT.DO THEY GET UNDER J/K?
‘Work Eligible Individual Nothing MUST GIVE UP CASH (2177 M!JST GIVE UP CASH (27?7?)
(WEI) I¥ GIVE UP CASH THEN: iF GIVE UP CASH THEN:

State definition of work cligible

MEDICAID WAIVER PROVISION
States would be allowed 1o apply for an 1115 Medicaid
waiver and compute budget neatrality across

SSI, SSDI, and Medicaid

1} Work Incentive Services (SWOP)
Reduced Medicaid benefit package fof disabled only
Enhanced CHIF FMAP
States would amend Medicaid state plan
State must provide at least PAS & drugs
States could reduce benefit standards
States would have W comply with satewideness
and comparability of serviee

Free betow 150%
Buy-in above 150%
Premiums on shiding scale basis

_ 12} Counseling

1) Work Inceative Services (SWOP)
Reduced Medicaid benefit package for disabled only
Enbanced CHIP FMAP
States would amend Medicaid state ptan -
State must provide a1 least PAS & drugs

; 'Buates could reduce benefis standards

‘Stam would have to comply with statewideness
;and comparability of service

3

Buy-in above 150%
Premiums o sliding scale basis

IT) Counseling

*

%

.Free below 150% '

1} Work Incentive Services (SWOP)
Reduced Medicaid benefit package for disabled on!
Exhanced CHIP FMAP
States would amend Medicaid state plan
State must provide at lcast PAS & drugs
States conld reduce benefit standards
Sutes would ave 1o comply with statewideness
and comparability of service

Free below 150%
Buy-io above 150%
Promiums on shiding seale basis

2) Covuoseling

1) Work lacentive Services (SWQP)
Redneed Medicaid benefit package for disabled only
Enhanced CHIP FMAP
States would amend Medicaid state plan
Stare must provide at least PAS & drugs
Suates could reduce benefit standards
States would bave to conply with statewideness
and comparability of service

Free below 150%
Bay-in above 150%
Premiums on sliding scale basis

2) Counseling
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- State: determmed cost- sharmg provisions above 250 percent eamed income.

OPTION #2 see paper
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SLC

- MEDICAID OPTION 1

SEC. 201. ELIMINATION OF INCOME AND ‘ASSET AND RE-

SOURCE LiMITATIONS ON STATE OPTION TO
PERMIT WORKERS WITH DISABILITIES TO

| BUY INTO MEDICAID. “ .
(a) IN GENERAL.—Seetion 1902(a)(10)(A) i) (XILT)
the  Secial S‘e‘euri.ty | Act (42 U..SV.C. ‘

1396a(a)(10)(A)(ii)(XIIT)) is amended—

(1) by striking “are in families whose .il'icoxne iOS~
less than 250 pereent of the iﬁcomé official poverty,
line (as defined by the Ofﬁe(; of Management émd‘
Budget, and revised annually in accordance with‘ see-
tion 673(2) of the Omnibus Budget Reconciliation |
Act of 1981) applicable to a family of the size in-
\}olved, and who"’; o -

(2) by inserting “(détermined without regard to |

any assets or resources of the individual)” after

“1905(q)(2)(B)”; and

(3) by inserting “and who, in the case of indi-
viduals who are in families whose .ine_,ome exceed;s
9250 percent of the i;’lborrle official povefﬁy‘ line (as

defined by the Office of Manageinent and Budget,

‘and revised annually in accordance with section -

© 673(2) of the Ommnibus Budget Recondiliation Act of

1981) applicable to a family of the size involved, do



 O\ERN\ERN98386 = . sLo

- ) 2
1 not have eredita,b]e coverage, as defined in- section -
2 2701(@) of the Public Health ‘Service Aet” after

3 h Seem 1ty income”’ |

4 A ,(b) ErFFECTIVE DATE. |
5 o (1) IN GFM‘RAL -«-The ~:;ime1'1(11“1161‘&.‘3 made by'
.6 subsection (a) 1al apply on ‘and after Oetobel

7 1998,

8 | (2) EX’YI“ENSION.' OF ERFFECTIVE DATE FOR
9 STATE LAW AﬁiENDMEN’L‘.—_In» the case of a State
10 plan under title XIX of the Social Security Act
11 " .\‘vhiveh ﬁhe Secretary of Health and Human Serviees
12 determAiﬂé:s‘ "reciui'fe.s” Sta’ter legislation in order for théA
13 - v]:jlan to, ’meetq’the'additional requirements impoéed by’

- 14 : vthe amendments ma,de by a pmmsmn of this section,
15 | | ‘the State plan shall not be reg‘arded as failing to
16 " Acomply ‘with the 1eqmrements of such section so[ely

17 : on the basis of its f‘ulure to meet these addltxonal :
18 _quunements before the f"ust day of the ﬁrst cal-
19. 'end(u quar ter begmmng aftel the close of the first

20 - _~3reomla1 session of the Stat.e legislature that beornsg_-
 '2;1 .aftel the date of Lhe enactment of this Act Fon pm—
‘22.'1 " ' 'poges of the prewous sentenee in the case of a Smte

2_3 | that has a 2-Vear leo‘lglahve SQS‘S[OH “each year of tl’-
24 A ©session is considered to be a sepamte 1wulm session

25 B (}f Lhe State 1cglslatum

July 15,1998



'O:\ERN\ERN98.388

July 15, 1998

[a—

NREE- RS B LY S Y SC R

RN N RN N N m m e s e e = = e
G A O RN = & 0 ® 90 A G R = O

. amended—

end; and

‘SLC.

MEDICAID OPTION 2
. STATE OPTION TO PERMIT OPTIONS APROGRAMA :
PARTICIPANTS TO BUY INTO NIEDICAID
(a) IN GENERAL.—Section 1902(a )(10)(A)(u) of the‘
Social ‘Security Act (42 U.S;C. 1396&(&)(10)(1&)(11))' is

'(1) ih.Sl.ibelause"(X[II), by S'tri‘kin_g' “or” “at the
(2) in subelause (XW) by 1dd1ng ‘or’ ‘l,t the .

(3) by addmg at the end the followmg

“(W) who are SSDI OPTIONS

' program part;1¢1pan~ts; as defined in
section 1181(3) or are eligible work-

ing individuals with a disability, as de- -

fined in section 1181(2), participating
in the OPTIONS program estabhshed

~ under part D of tltle XI and Who in

the case of mdmduals ‘who are in
famlhes whose income (,\eecd% 250
percent of the-income official poverty
line l(as defined by the O'ffi'eé of Man-

agement and Budget, and revised an-

~oonually - in accordance with  seetion

673(2) of the Omnibus Budget Ree-
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2 |
VOIIClllatlon Act .of 1981) applicable to
A famlly of the size mvolved do not
.'_llave cred1tab1e coverage, as defmed n

sectioni 2701(c) of the Public Health

Service Act, (subject, notwithstanding . . _.

section 1916, ’to,'paymenAt of premims
or othér cost-sharing \eharge’s, (set o_1{i
a sliding scale based on income) that -
A thé State may determine);’”. |
(b) EFFECTIVE DATE.——

(1) IN GENERAL—The amendment made by

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

1998.

.(2)' D‘(TENSION OF . EI‘FI‘C’[‘IVL .DATE P(.)'R' :
STATE LAW AMENDMENT. —In the case of a State |
plan undeI title XIX of the Soelal Security Act
Wthh the Secretary of Health and Human Ser\nces
determines requires State legislation in order for the

plan to meet thé additional iequirementé- imposed by -

.the amendments made by a provision of this sectlon
.-the State plan shall notbe regavded as. f‘ulmg to
: complv w1th the requuements of sueh SeCthll SOIOIV

on the basw of 1ts failure ‘to meet the%e addntloual

lequuement% bef01e the first d(w o[ the fnst cal-

“endar quarter begmmng 'after the close of the first
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1 regular sessmn of the State legxslatule that begms
2 after the date of 'the enactment of this Act‘ For. pur-
| 3 ;‘poses of the previous sentenee in the éase of a State
4 : that has a 2-yea1 1eglslat1ve session, each yeal of' the'
5 session is consldered to be a separate Iegular session
6 o of’ the State leglslature |
7 'SEC. __ . GRANT PROGRAM TO DMLOP AND ESTABLISH
- 8 “ - STATE INFRASTRUCTURES TO SU?PORT
9. 4 WORKING DISABLED INDIVIDUALS |
10. H (a) ESTABLISIINIENT —The Secr etary of He%lth and

11 FHuman Serw'ees (in this-section referred to as the “Sec-
12 retaly ") shall award grants described in subsectlons (e),
13 (), (e) to States to support the design, estabhshment and
14 operatlon of State infr astmctures that pr ov1de items and
15 ‘_serwces to support worklng disabled 1nd1v1duals A State'v.
16 : shall submlt an appheatlon for a grant authormed under
17 this section at such tlme, in such manner, and contammg
. 1 8 such information as the Secretéﬁy mayidetgrmi‘n}e;( '
~19 (b) GRA&TS FOR PLANNING AND ’IMPIJI&]MV}.E“N"I‘A-
20 TION .GOu‘t of fund.s appropriated f:‘of ﬁseﬁl’ yéar. 1999 i%he
21 ‘Se"e_retaty shall a&x}ar*d grarit.;s to States té‘ su\pporf; “the
22 planning and deéign of the State infrastructures deseribed
‘ 23 in Suk’)seetion (a). J o

24 () GRANTS  FOR - INFRASTRUCTURLE AND our-

© 25 REACH —Out of tund .appropriated fox each of fiscal

July 15, 1998
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" years 2000 th] ough 2008 not less than - peleeut of "
2 tho amount applopt mted each ﬁsml year shall be used by

3 the Secr etalv to award mants to States under this sub-

4 sectlon to—— " "'j:‘: )
5 (1) suppmt the esta,bhshment 1mplementat10n |
6 | ‘md operation of the State infr astructmes deseribed
7 , n subse(:tron ( )’zmd |
8 (2‘) conduct outledch Gampalgns Iegzudmg the
9 existence of Sueh 1nfrastmctures..
0 (d) PLRFORMANCF GRANTS - |
11 A (1) In GENPRAL —Out of funds appropnated
| 12 " for each of fiscal years 2000 through 2003, the See-
13 - ..'re'tary shall i'esem{e’ ;fpéreent for ‘awarding‘ per-‘i ,
'.14: - ‘form,aneeﬁ g'rants td S:faies,that have“estﬁblished 1n
15 frastruéturés and met 6utcoﬁle' standards that stip-
16 port dlsabled mdmduals to obtaln and retam em-
17 ployment Net less than ______ percent of the amount |
18 . f:lpp;opr'lated each fiscal ye;u' shall be used to award
19 "J “grants under this 81J,bSeQﬁiqn. ‘ o
20 . (2) DeveELOPMENT OU’IT“CjOMﬁ' Léﬁbg\;\u)z\'rgl)'é.-—
‘21» Performance grants ‘shall be awarded to States
22 | - under this subsection baSQd QrLScores assigned from ..
23 the 'a‘pplieétid‘l"i‘ of OLItC(;ITlé Standérds 'thﬁ,t {n_ea,s'-
24 {1 lC—— ' |

July 15, 1998
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25

5 C -

"(A)V the effeetiveness of State infrastime--
-, turés and service deli{feljy systems that :support
disabled iﬁdividuals ‘to obtain @d vétain em-
| ployn{ent;~ and
(B) the increase pementage in the number
of mdmduals 1eeemng dlsabﬂlty insurance ben- -
efits under title II of the Social Security Act
and eupplemental security ' income benefits
u'nde;r‘title XVI of sﬁeh Aet return to work.
The outcome stmdards shall. be developed by the

Secretary in consultatlon with ~the Secretary of

. Labor, the- Secretary of Edueatlen, and the - Work ,\//@]ﬁ/

Ineentlves Ad\nsory Panel estabhshed under seetion
411 of the Work Incentives Improvement Act of
1998

(¢) GRANT REQUIREMENTS.—

‘ (1) ELIGIBILITY —

(A) IN GENERAL.—No State may receive a
grant ‘uvndertvsubseeﬁon (e) 'Or: (d) dﬁless the
ASta,te demonstrates to the satiéfaetion “of the
Seer-etm'y‘ that the State W
ance_services available to \/\_zel'king disabled indi-

- viduals either as an optional .sewiee‘zwailable
under the State medicaid plan under 'ti‘tle XIX:

of the Social Security Act or under any other
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- provision of law, including through a Statewide

waiver approved under section 1115 or 1915 of .

P

the Social -Security Act (42 U.S.C. 42 U.S.C.
1315, 1396n). |
L (B) DEFINITION OF PERSONAL ASSIST-

ANCE SERVICES.—In this section, the term

“personal assistance services” means a range of -

services, provided by 1 or more persons, de-

signed to assist an individual with a disability -

. to perfo.rm‘ Activities of daily living on or off the
j‘ob' that ‘thék individual would typically p'efform
if the individual did not have a disability. Such

1.Services Shall be designed to increase the indi- -

~_ vidual’s control in life and ability,to péi‘fozl*ln ac-

tivities of daily. hvmg on or off the JOb

(2) AMOUNT OF GRANT& —-No State shal] re-

ceive a, g’rant undex subseetlon (c) or (d) for a fiseal

ye‘u' that is 'Iess than: $1, OOO 000 or more than '

""’—-“--«._—.__——

$3,000,000. The amount of a gr ant under such Sub-‘ ‘
W

Seemons for a St‘xte for a fiscal year shal bo deter-

,n‘uned on the basis of the. percentage of the popu- -

Iation of the State fth'at receives diS‘Lbilitﬁf irtsuraﬁeé"

su )plemcnta] suzunty inconie bLllOﬁtS undet m,l

XVI of such 1 Act.

| beneﬁts under tltle II of thc Somal Secuntv A@t and |
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T
(f) AUTHORIZATION OF APPROPRIATIONS.—There is

authm ized to be appl opriated— .

planning and implementation grants .in aeeoxdanee
with subsection (b); and | |
(2 ) $75,000,000. for eaeh of . flseal yems 2000.
~through 2003 to award grants for the pmposes de-' |
- seribed in subseotlons (e) and (d)

@mandatory _appropriation](f) APPRO-

PRIATION.—OQut of any funds in the Treasury not other-

- wise appropri'ated, there is authoi'ized to be apprbpriﬁted :

and there is appropriated'-— ‘ o

(1 ) $25, OOO 000 for fiscal year 1999 to award
plannmg and 1mplementat10n grants In aceordanee
with subseetlon (b) zmd |

. (2) $75,000 OOO for each of fiscal years 2000
;through 2003 to awzud grants for the purpose's de-

seribed in subsections (c) and (d).

. (1).$25,000, 000 for flseal year 1999 to awald &
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The Honerable Bill Clinton , . Co
‘ ~ President of the United Statcs , S Bst Wi AWAS
The White House S ' ~ ~ ( cod L. b\
' Washington, DC 20000 : T /@\ 'Fv\?a.\

July 13, 1998
Dear President Clinton: | o W L.

Two representatives from ADAPT met with you at the White House on beptember tbk M
10, 1997. The issue of home and community serviccs was a major topic of dlscussmn
at this meeting. .

During this meeting, you directed your staff to work on initiatives that would change
the institutional bias of the long term service systcm. Almost one year has gone by
since that meeting and the institutional blas of the ﬁong term care syﬁtem continues
virtually unchanged. a

The workgroup cstablished after the September 10th meeting co-chaired by Sally

- Richardson, Medicaid Director and Bob Williams, Deputy Assistant Secrctary for
Disability, Aging, and Long Term Care has been cmbarrassingly ineffective. The
minor policy changes they have made do not begin to address the enormxty of this
problem.

Recently HCFA sent out & ‘small grant proposal to the states that has absolutcly no
relation to what ADAPT had in mind when the “Datc Certain™ concept was
discussed with staff. The concept of “Date Certain” was to select a date, when in -
6-10 states, ALL individuals in Medicaid funded nursing homes and other |
institutions were to be given “the choicc” of using that moncy for home and

© community services. The proposal sent out by HCFA has absolutcly no reqemblance :
to what we had agreed upon except for using the “Date Certain™ rubric.

Does the problem lie in your u)n\m:tment or your staff’s unwnl!mgncss to execute
© that mmm:tmcnt" N :

Nancy Ann Min DeParlc, HHCFA Administrator has gone back on her commitment to
continue thc working relationship ADAPT had with the former Administrator and
she refuses to answer our letters. Does Ms DeParle’s lack of responsiveness
represent your Administration’s commitment to the issue?
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' Delay tachc& and paternahstzc, tokcn gesture« are all the daqahuhty commumty has -
been fed since the September 10th meetmg :

"~ QOur questlons to you are simple: will yon make deinstitdiionlizihg people with
disabilities, old and young , a priority for your Administration? .
Will you make a major budget initiative for home and community services in your
next budget" Will you initiate a REAL “date certain” project?

At the Septembér 10th meeting you exhibifed a knowledge of the poﬁtiéil problems
associated with tack]mg this issue. ADAPT also recogmzcs the complexity of the
problem. .

You, us President, need to show the same leadership in the area of long term
services that you are showing in the areas of chiild care, race and Social Security.
Until long term services is raised politically as an issue your Administration is
committed to, Congress will not act and pcople with disabilities will qoiltinue to be
warehoused in norsing homes and other institutions. ‘ '

&DAP'I' wants to work with your Administration to change the institutional bias of

the long term care system. Howevcr, our goal is attenda nt service not lip service.
Please respond by August 13, 1998,

titution Frec A y
stitytion Frec America /Z o
. Steghame Thomas Bob Kafka

Organizer © Organizer Orgamzer

ADAPT

P.O. Box 9598

Denver, Colorado 80209
303/333-6698
512/442-0252
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. PRELIMINARY CBO ANALYSIS OF §. 1858,
THE WORK INCENTIVES IMPROVEMENT ACT OF 1998

S. 1858 would establish the Opportunity to Pully Integrate Through Occupations (OPTIONS)
program for some working individuals with disabilities. OPTIONS would provide
participants with extended Medicare benefits and work counseling services. The bill would
also give states the option to provide certain Medicaid benefits to OPTIONS participants and

1o some other disabled individuals. Additionally, the bill would extend Disability Insurance
(DI) program demonstration project authority, add requirements for consideration of Section :
1115 waivers that reduce work disincentives, and establish a program of outreach to
individuals with disabilities potentially eligible to participato in OPTIONS and other work
incentive programs. The health and counseling provisions of the bill would be effective one |

- ycar after ensctment, and would sunset 10 years after enactment. For this analysis, CBO
assumed that the bill would be enacted in September 1998 and this program would be
unplemented in fiscal year 2000

CBO estimates that the bill would raise federal mandatory Spendmg by Sl 2 billion in 2000
and by $5.4 billion between 2000 and 2003. The largest component of this increase is in the
Medicaid program, with five-year spending of $5.2 billion. Discretionary costs would rise
" by $0.5 billion in 2000 and by about $0.3 billion a year thereafter, for a total of $1.4 billion }
between 1999 and 2003; those costs would be paid from appropriated funds. Provisions -
affecting workers with disabilities under current lsw. and S. 1858, and assumptions
underlying thls estunate, are dxscusscd below and summarized in the attached tables.

Current Law. Under Surrent ]aw both the DI program and the Supplanental Security
Income (SSI) program offer incontives for disabled persons to work. In both programs,
applicams must show that they are mcapable of substantial work (labeled "substantial gainful
activity” or SGA, currently defined in regulation as earnings of more than $500 a month) in
order to bé awarded: diability benefits. If DI recipients work after entitiement, however, the -
law panmts them o earn unlnmted amounts for a 9-month perfod (known as the trial work
period, or TWP) and & subsequent 3-month grace period before their benefits are suspended.
During the next 3 years—-a perfod known ¢ as the extended period of cligibility, or EPE--those -
beneficiaries mdy autornatically return to the DI rolls if their monthly earnings sink below
$500. Furthermore, Medicare benefits (for which DI beneficiaries qualify after two years of
entitiement) also continue during the 3 years of the EPE. Beneficiaries pay no Medicare

2
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'Hospital Insurance (Part A) premium, but must pay the Supplementary Medical Insurance .
(Part B) premium. Once the EPE ends, earnings above SGA result in DI benefits being
terminated. Moreover, beneficiaries cease to get Medicare benefits, unless they pay the full -
Part A premium ($322 a month in 1999). Research suggssts that only 10 to 20 percent of DI
recipients ever work after they start collecting benefits, only 2 to 3 percent eventuzlly have
benefits suspended due to earnings (that is, start an EPE), only about 1 percent ace terminated
: at the cnd of the EPE, and few purchase Medicare coverage thereafter. :

SSI recipients who work get a reduced beneﬁt, but do not give up their benefit entirely. Most
SSI recipients receive full Medicaid benefits. If their monthly eamnings exceed $500 but they
are still medically disabled, they move into section 1619(a) status and continue to collect 2
small cash benefit. The cash benefit is reduced by $1 for every $2 of earnings above $85. I -
their eamnings rise further, they enter 1619(b) status, where they collect no cash benefit, but
still qualify for Medicaid until their earnings reach a point at which they are deemed tobe
able to afford medical care and living cxpenses. Income cutoff levels for the 161 9(b) group
differ among the states. - About 20 percent to 25 percent of SSI beneficiaries work after
entitlement, but typically do so sporadically (only one-third to one-half of the time) and at
low earnings. Many disabled adults receive SSI and DI concurrently; concurrent .
beneficiaries constitute about 30 percent of the SSI adult disabled population. '

Medicaid offers disabled beneficiaries several benefits that are unavailable in the Medicare
program; two of these benefits—prescription drugs and personal care services—arc included
© as work incentive services under S. 1858. Most states have exercised the option under .

cutrent law to provide prescription drugs as a Medicaid benefit; about half of 1997 spendmg
on this benefit was for disabled persons. - All states provide some personai cere services as
4 Medicaid optional benefit, as a benefit within a package of services in home- and
community-based waiver demonstration programs for selected cligibility groups in selected -
arcas, or-as a Service inéluded with the home health benefit. The personal care benefit
includes services performed by a personal attendant to assist an individual with eating,
bathing; dmssmg, and other activities of daily living. States have latitude in determining how
the benefit will be delivered and supervxscd and may require authorization by a physician or
supemsion by a e gxstered nurse e

Accordmg to stm-eys conducted by the Buteau of the Census, approximateiy 17 million
" Americans between the ages of 18 and 64 describe tliémselves as having a disability that
limits their ability to work. Aboiit 8 million receive cash benefits under either the DI or SSI
programs. - Of the remaining 9 million disabled peopie who do not receive benefits, sbout 5
xmlhon report some eammgs, of whom 3 million have low earnings. 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-half of the workers with disabilities
go without health insurance entirely or are underinsured. ‘Some disabled workers not eligible

for cash benefits under the SSI program (and, hence, Medicaid) might be eligible for
Medicaid benefits under other eligibility critecia. For example, states have the option of

buying into Medicaid disabled workers whose incomes are under 250 percent of poverty.

S. 1858. The bill would establish the OPTIONS program for two categories of working

people with disabilitics: eligible working individuals with a disability (EWIDs) and SSDI

OPTIONS program participints, EWIDs would be working individuals ages 13-64 .
requiring personal assistance sexrvices or prescription drugs and who do not receive disability
benefits under Title IT or Title XVI. Under the bill, states would parform eligibility |

‘determinations fcr EWIDs.

- SSDI OPTIONS program participants would be individuals ages 18-64 eligible for disabled- B
worker cash benefits who work and ¢lect to participate in the OPTIONS program. SSDI -

OPTIONS enrollees who have been entitled for less than 24 months would have to give up

DI cash benefits in exchange for health benefits under the OPTIONS program, Participants

entitled to DI cash benefits for more than 24 months could keep any cash benefits to which

they are entitled under currént law and still receive etthanced health benefits, provided they

remain employed. (That means that they could continue to take advantage of the 9-month
TWP ‘and ‘3-month grace period of unlimited earnings, but would still be subject to

suspensions of cash benefits thercafter.) However, more unpa::ment-relzted work expenses .

(IRWES) notably costs of a velucie in rural areas and commuting costs in other areas, could

be exéluded from earnings in the determination of SGA than under current law; that -
provision might enable some beneﬁcxanes to remain ehgible for DI cash benefits for longer .

’chan they would unda- cmrent law

All OPTIONS pamcxpams would recewz Medma:d work mcannve sarvlces (persnnal :
assistance services and préscription drugs), if the state plan offers these benefits and work
counseling ard assistance services proposed under Title XI of the Social Security Act. Work
counseling " and - ‘assistance services. would be financed from- SSA's discretionary

appropnatton ‘

SSDI OPTIONS program pamaipants WQuld havc the oppormmw to buy into Mcd:care after
twcs years of DI or OPTIONS particxpauon SSDI OPTION S participants earhing under 250

o4
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percent of poverty could receive Medicare benefits indefinitely (not just during the 3-year =
EPE) without having to pay any Part A premium, provided they continue Working. SSDI
OPTIONS participants earning more than 250 percent of poverty could receive Medicare
benefits indefinitely by paying the Medicare Part A premium on & modest sliding scale basis.
. All SSDI OPTIONS participants would pay the Part B premium in full, as under 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 Eligible Working Individuals with
a Disability (QEWIDs), which include OPTIONS program participants and SSI individuals
under 1619(2) and 1619(b), and to Work Eligible Individuals (WEIs, current recipients of
SSI or SSDI defined by states as being in txans:t:on to work). ‘ ' ‘

If a state Medicaid program offers work inoentive services, it must offer them to all QEWIDs
and WEIs. The package of work incentive services must include at least pharmaceutical

- 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
maintenance of effort language) would be reimbursed under an enhanced match rate that is
equal to an increase of 30 percent of the difference between the cusrent federal match and
100 percent (FMAP+.30*(1-FMAP)), with a ceiling of 85 percent. States would not be
allowed to impose cost-sharing on enrollees with incomes below 150 percent of poverty, but .
would be permitted to zmpose cost-sharing above that threshold. States could not requ:re that
persona.! assxstance semces be ordered by a physician. .

The b:El would add new waiver reqmrcmcnts on section 1115 demonstrations designed to
reduce work disincentives affecting 5,000 or more persons. In determining cost neutrality

of waiver demotistrations; HCFA. would have to incorporate savings achieved in the SSDI
and SSI programs into the calculation of budget neutrality. The bijll would also extend
through Juné 1999 the. authohty of the Scoial Sectirity Administration to conduct research
and demonstzauen prO‘_]Octs that require waivers of current law. Additionally, the bill would .
require the Commissioner of Social Security to establish an outreach program for work
mcenﬁve programs u.nder OPTIONS or 1619(a) or 1619(b) . S

_ -Cost of S 1858 Enacl:rncnt of t}:us preposal would increase mandatory spending by $5.4
billion and disetetionary spending by $1 4 billion over the 1999-2003 period. The largest
‘component of spending under S. 1858 is in the Medicaid program, with additional five-year
‘spendmg of SS 2 billxoni compared to ourrent lawi CBO's esumates of the number of

o
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- participants, cost per participant and total cost of the bill are described below.

Number of Participants. CBO estimates that approximately 440,000 individuals would be -
eligible for bencfits under the OPTIONS program in 2000. Of that number, 325,000 would
be $SDI OPTIONS program participants and another 115,000 would be EWIDs (that is,
workers with serious impairments who are nevertheless not collecting cash benefits), CBO
estimates that an additional $40,000 individuals could be eligible for work incentive services
1f all states provided these bencfits. Although sll of these individuals could potentially be

eligible for Medicaid work incentive services, not all would receive them because onlya :
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 cligibles participate, and that maintenance of cffort
requirements are partially effective, resulting in 200 000 persons receiving work incentive
services under the bm :

Eligible Working Inditviduals with a Disability (E WID:) CBO assumes that about half of the

3 million low-income disabled workers without DI or SSI benefits are uninsured or =
underinsured, and would be interested in participating in the OPTIONS program as eligible
working individuals. Sinoe states would have discretion in screening these individuals for
OPTIONS benefits, CBO assumes that only a small fraction of this group would meet the
eligibility criteria. Therefore, approximately 115,000 individuals could be eligible for
benefits if all stetes provided them in 2000; about 40,000 would receive services under the
bill. A few of thosc people are assumw to have Medicaid coverage already.

SSDI OPTIONS Program Particrpams It is unlikely that current xecipients of DI who have
been entitied for Iess than 24 months would give up cash benefits (which average more than
$700 per month) to secure work indentive services and extended Medicare benefits under the
OPTIONS program; ’Fust, many such DI tecipients are concurrent SSI recipients, and thus
are alrcady ehgﬂale for- full Medicaid benefits, which in most states include some personal -
assistance services and prcscnptxbn dmgs Second, if the erirollee signed up for OPTIONS
during his or heét first 24 months on the rolls, he or she wvuld forfeit the right to a TWP and
'gmcc penod wh:lc workmg R ,

Third, although some shon-tenn Dl-only recipients would bave an incentive to trade cash for
work incentive sérvices 1mmedmtely, they are likely to qualify for these benefits outside of
'the OPTIONS program. " If & state offers these services, it must offer them to DI "work-
ready” individuals. ‘A short-term DI-only técipient would therefore seek the work incentive
services outsidé of the OPTIONS program so as to not give up his or her cash benefit.
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Finally, the remaining advantage of enrollment--the indefinite extension of Medicare .
coverage beyond the current-law EPE, at 2 zero or modest Part A premium—would remain
available to the beneficiary if he 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 not give up cash or other benefits that they can get under current
law, CBO assumes that 235,000 DI-only beneficiaries and 90,000 concurrent beneficiaries

" would enroll in SSDI OPTIONS in 2000. CBO assumes that few would earn significantly
more than 250 percent of poverty (about $20,000 for a single individual, or $41,000 for a .
family of four, in 1998), the threshold at which the earollec would begin to owe a premium
for Part A coverage. For most of those enrollees, OPTIONS would be indistinguishable from
current-lew Medicare benefits; only 2 minority would leave the DI rolls and benefit from the
indefinite extension of the EPE. Only about 85,000 of these beneficiaries actually would
receive work incentive services due to the state pMcipatwn and malintenance of eff‘on .
requircments. '

1619(a) and 1619(k) SSI beneficiaries: CBO projects that in 2000, there will be about
110,000 working SSI recipients in the 1619(a) or 1619(b) program, all of whom would be
eligible for Medicaid benefits under current law. Only 10,000 of these beneficiaries would
receive work incentive servicés due to the state participation and maintenance of effort
requircmems ‘ = , . :

"Work rear.fy" Indzvm’uals CBO assumes that another 430,000 individuals would be
considered "work ready” under the bill and would be eligible for work incentive services, if -
offered by the state of residence and not provided under current law.” Those include
approximately 250,000 SSI-only recipients who are working but eaming less than SGA (and
who are, thcrcfore, -in the regu!ar SSI program rather than in one of the section 1619
programs), - Many already receive prescription drug and personel assistance services under .
the Medicaid: program. Dependmg upon the staté definition of "work ready”, some SSI
individuals who are ot working, but are deemed to have the potential to work, could also -
qualify: CBO assiimes - that about 70,000-such individuals could be eligible for work

- Incentive serviots. Of SSDI recipients who are not working, but might be deemed to have
potential to wotk, CBO assurnés thdt ebout 110,000 could be eligible for work incentive
services. In sumrmary, only about 65,000 of individuals eligible under the "work ready”
category would receive work incentive services due to the state panicipahon and
ummtenancc of cffort roquuements :

Cosi ofBengﬁrs Per Participam‘; CBO m:nates that Med!cara spendmg for DI recipients .

(-
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who work would average about $2,900 per year in 2000. CBO projects that this amount
would rise to $4,400 per year by 2008. Those per capita rates are about two-thirds of the per
. capita rates for the average disabled recipient, since itis likely that disabled people who work
~ are healthier than others on the rolls.

Under current law, the cornbined federal Medicaid pef capita costs for prescription drugs and
personal assistance services for the disabled are approximately $5,800 per year. With the
match rate enhancement available under the bill, CBO estimates that the combined federal
' spending for prescription drugs and personal assjstance services under this program would
be approximately 37,000 per disabled beneficiary per year in 2000. - :
' ‘ l

Work counseling and assistance services would include client evaluations and health
insurance counseling. Counselors would be paid out of SSA's appropriation and would refer

clients to vocational rehabilitation providers or to prospective employers. CBO assumes
those costs would average about $500 per year per earollee. : | o

T otal Cost of S. 1858. CBO estimates that S. 1858 would increase federal Medicaid costs
‘by $1.2 billien in 2000, with five-year costs of approximately $5.2 billion. CBO assumed
that about one-third of states would take up the option to provide work incentive servicesto .
eligible individuals, Some of these individuals would already be cligible for Medicaid
benefits (which generally include personal assistance services and prescription drugs)
because of their SSI status or other Medlcaid eligibility criteria and would be barred from
getting work: incentive services under S. 1858's maintenance of effort requircments. -
However, CBO assumes that these requirements would not be fully effective, and that states
would be able to federalize some state-only programs arid convert some cutrent Medicaid
beneficiaries’ optiorial benefits to the cnhanced match available under S. 1858. Getting an
erihaiced iatch on sefvices states otherwise would have provided would protect states from
financ:al loss assocaated with newly covered mdmduals o

CBO's Mechcmd estimate aocounts for the ﬁ111 cost of work mccntxve services for those not
currently receavmg thosé benefits under the Medicaid program. It also accounts for the
marginal increase in ‘federal costs aftributable to states converting some optional prescription ;'
drug and personal assistance services for eligible persons from Medicaid to the enhanced
match program. Although the bill gives states the ability to impose cost-sharing
requirements on individuals eaming more than 150 percent of poverty, CBO assumes that
few newly—enrollcd individuals would be affected by any requirements that states would -
impose. and would likely | pay less than § percent of the cost of benefits. The estimate also
takes igto account mcreases in Medlcazd adrhmxstrauve spendmg associated with new

8
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eligibility determinations. (Under current law, when SSA does disebility determinations at

5815

the behest of a state solely for the purpose of establishing Medicaid eligibility, SSA absorbs

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

CBO 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. CBO -

assumed that working SSDI recipients entitled for more than 24 months would join
 OPTIONS and qualify for extended Mecdicare benefits once they exhaust their regular
. coverage. For most SSDI OPTIONS participants, who would not earn enough 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 case. For

those few SSDI OPTIONS participants who will graduate from an EPE, there are Medicare

costs compared with current law, Since very few of them would otherwise have bought into
Medicare by paying the full actuarial premium for part A coverage, and since relatively few

would pay a significant premium under 8. 1358's proposed sliding scale based on income,.

those premiums are largely immatertal to CBO's estimate. Since CBO assumed that hardly
any OPTIONS participants would waive their cash beneﬁts it estimndtes no DI savings.

The bill would direct that SSA conduct oenam demonstration programs to test the effects of
various work incentives. The bill would extend SSA’s walver authority, however, only
through June 1999--not long enough to get any major projects off the ground. Therefore
CBO has not xncluded costs of demonstration projects in its wtlmatc

- CBO esnmates that S. 1858 would result in increases in SSA‘s dlscretmnaty sgending Costs
. for counselmg about 440, 000 OPTIONS participants at about $500 per year each would be
about $0.2 biilion a year. On the assuinption that participating states request SSA to perform
disability determinations for EWIDs, SSA's share of costs for those determinations would
be about $0.3 billion in 2000, when the program would first get under way, and subside to
about $50 million a year thereafter. In total, SSA's discretionary costs would rise about $0.5
bxlhon in 2000 and $0. 3 bzlhon a ycat thereaﬁer, for a five-year total of $1.4 billion.

Uncerramt:es in CBO's estvnate There ate severai factors that could make the costs of S.
1858 significantly higher or lower than CBO's estimate. Primarily, states’ participation in
this new, optional Medicaid program is uncertain. CBO's judgment that states with one-third
ofthe e11g1b1e population would: partxcipate is based on an analysis of how many states would
be fiscally rio worse off if they offered the new benefits to more people but also enjoyed the
enhanced maich rate and shifted some current costs. The extent of that behavior could be
larger or emaller than CBO assumed Many more states might participate if they were




willing to incur higher state cost& On the othuf hand, some staxcs mxght balk at the program's
complexxty espcciauy in the early years. :

Another source of uncenainty is the size of the working disabled population. As discuss

above, about 8 million people between the ages of 18 and 64 collect Social Security disability
or SSI benefits, but 17 million in that age group report a work disability. That would imply
9 million potential applicants for S. 1858's enhanced Medicaid and other bénefits. Those
figures reflect one particular definition of disability used by the Bureau of the Census--
namely, "work disability," defined as an impairment that prevents the respondent from
working or limits the kind or amount of work he or she can do. In those same surveys, only
11 million, not 17 million, people describe themselves as meeting a narrower definition

_ ("sevére" work disability). But when a broader definition of disability--one resembling the -

definition in the Americans with Disabilities Act--{s used, nearly 30 million people age 21
t0 64 describe themselves as disabled.! These figures imply that the potential demand for
bencfits under S. 1858 among disabled people who are not collecting cash benefits could fall
ina vcry w:de range. -

That uncertainty is magnified by the fact that S. 1858 contams no deﬁmtxon of disability, and
would instead leave it to the states 1o determine eligibility. CBO's estimate assumes that
states would delegate responsibility for determining initial eligibility to the Disability
Determinstion Services (DDSs), which already do that task for the Social Sccurity and SSI
. disability programs. The advantage, from the states' standpoint, is that they would then pay
only a fraction of the cost of the disability determinations (whose cost runs about $500 to
$700 each). The DDSs use the definition of disability that is contained in the Social Security
Act. But states that chose to make ‘theit own determinations could use & ;much broader
deﬁmtwn, potentially adding hundreds of thousands of people to cnrollment Also, the bill
contams no dirccuon regardmg appeals proccsses \

States would nothave: to make a detammauon of dxsabxlxty for people already receiving DI
or S5 benefits, of course. But states would decide whether those beneficiaries, if not already
working, are "in a *transltion to work readiness or otherwise work eligible”—the definition of
a WEI That wuuld affcrd statcs anéthcr tool to control enroliment.

CBO’s estimate of S 1858 mclude no effects on the SSI and DI programs. Potential effects

' 'The oﬁ-cued ﬁgure of 40 rmlhon, or miore, Americans Wlth disabllitics includes
chxldxen and the elderly, whcreas S 1858 is targeted at those between the ages of 18 and &4.
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are highly mixed. It is poss;ble, for example, thet giving people with severe impairments
 better access 1o personal care services and prescription drugs could cnable them to avoid or
delay going on SSI or DI. And it is possible that extending Medicare, for the handful of DI
- recipients who go back to work, would remove a source of anxiety and ené:ouragc them to
stay at their new jobs longer. Therefore, S. 1858 could lead to some savings in the SSLand
DI programs. On the other hand, S. 1858 would expand the definition of impairment-related
~ work expenses (IRWESs), making it possible for some DI recipients to keep benefits that they
would otherwise lose. And both SSI and DI bencfits would be costlier if the outreach and
counseling efforts required by S. 1858 led to more applications for benefits. Because these
effects are highly uncertain, and work in oppos;te directions, CBO displays no SS1 or DI .
- effects in its estimate.

CBO makes no Judgment regarding the requirement that the Secretary take into account
savings in DI and SSI in considering requests for Section 1115 watvers. Uncertain effects .
on DI and SSI from S. 1858 notwithstanding, interagency implementation of this provision
is likely to be ineffective. Additionally, spending under Section 1115 Medicaid -

- demonstrations could expand more rapidly than under current law if savings from non-
Medicaid programs could be used in budget neutrality determinations.

I
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Sammary of S. 1858 as {atroduced by Senntors Jeffords, Kensedy, and Herldn

Budgetary effeots?

Group Get (cumren: law) - Elgidle for under S. 1858

| ="2igible working tndividuals | No OASD] or 35t cxsk -§ No OASD] or SSI eash. Madicaid costs Rr sec. 1929A
with a disabllity” (nonreciplents | Mo Medicars or Medieald, No Medicare, benefite Iaes any premium
of Title I diudiiity benefiwor | unless ey happen 1o fll into Medionid under sea, 1929A,1° | contrdbution,

SSI dicablilty benaflis who are | some other program category, offtred ssastamoption - | Disarstionary SSA cos for
working,” as oerdfied by states) . (technically, Just “exom™ see. [ 183 counseling.

. sarvices, .6, personal care HCPA and SSA cons for dolng
services plus prowcription drugs, | disability dererminations, If
but not "core” Madionls). dons in accordancs with seq,
Work counsaling under sec. 1634 of §.5. Act,

1183 (discredonary) Pozsible DI or SS! sevings, i
snhanced health benafle
forextall peopls from going on .
rolls; syecuiudvc .
2-58D] OPTIONS panicipants § Cash banofis under DI; Moedioald undar seo. 19294, IF | Medicaid costs forsec, 19294
{S5D1 reciplents who choose e | Medioare sifter 24 months on ofRered a5 susts option. seneflis less any premium
enroll in OPTIONS; must & DL fworking: unlimhad . Wofk sounseling under gec. oontribution.
employed) samings for 9eomh TWP, 1183, ] .| Disorctionary SSA costs for
plus 3 months grave; then no tndefintic Medicars (for as long | sea. 1153 counscling.
cxoh benefits so long as 3 employment continios) Medicare coss (possidly offiet
eamings above SGA, though under go. 18188, Musthave | by small premium recolpts, and
Medicars continues for 3 yomrs  § been on D (or OFTIONS) for by “secondary payer” savings If
{during tha "extended period of | 24 months for Madlcere bensficiary soverad by .
etigibitiey,” or BPB). cligiblliy. May owe premium | employer plan) for axtending
: If Insome >250% of povery. If | soversge Indeflnlsly (notJust
- enrolied in OFTIONS during for 3 years) for DI reciplents
first 24 morhs of cnzldcn’wm. why retarz © werl.
must waive DI cash; xp, ,Pesaihlcsmnll!)lmn'am
Tiksly o be rere, lfonrouad In | voluntary walvers of cush
1 OPTIONS afier more than 24 (unlixely) and thducsd retutns
. months on tolls, o watver 0 work. Small DI gosma from
o requimd, Can excluds mers expanding definition of IRWES,
- TRWES, nowdy thows for
' | proporing for work and -
y 1 travoling to work, in comouting
| vhether sumings < 8OA.
1 3~BSI1619(a) and 1619(b) | Cash benefite under 1619(a). Medicald {sac, 1029A). Medkold aoss for sec. 1929A
1 reciplent (Lo those with 1 Ordinary Madicaid under both ' . benefitg e any premiwn
| eamings > $GA) ] 1619(a) and 161900, comtridution
1 4="work eligible individuals® | Ordinary DLand $$I program Mzdlcald (scc. 19294). Medisald oot for 36, 1929A
(8S! and Df reciplonts who are {1 nes apply. : benafirs tess any premium
not working, bur wa dsemed ! } conribution.
*work-rewdy™ by smtes) ] |
N ' i
NOTES: e "

Oroups Y'and 2 are called’ "OPTIONS paﬂ]ezpams Greups 1,2, and 3 i oafled "quallfind sligible woﬁcuxz !ndeunls with a dleability.®

Sea 1929 (enbanced Magicmid) sarvices would uover -cm&mt care aad prosoription drugs. They would bo o;mannl for gtatde; howgver, a
m that covared any of the four;m:db abwc wauld tnve to cover an 8¢, 19294 seiviess would be ﬂnaneed Bt on enhanoed FMAF.

Seo. 18188 {enhanced Medloars) vmld oxmnd Mediens bvcra;a mdeﬂnncty o long as recipisms remained employed (instead of ending it
‘aftar the 36-month sxtended pmoa ofellglbmty a5 undw curicnt law); thc ordinary part B premium. and @ modest income-relaled premium for

m&wou!duchmed

‘Sec. 1183 (work Inoentive eaumclmg and astistinge) would offer client evalusions and haslth-insurence cmseltag ts oligible individuals
"ecounsclors would ba paid, under conhtract, out of 35A's epproprition. Counaslars would rafer cltets ™ voostional rehabilitation providers or
unp!oymcnt progpects, bur woud nm deliver o pay for such servives dircttly (ennpt to the oxtont dmdy provided ubder surment faw).

“Tltle If disability benefits* encompass beneftis fbr disabled workers (puid ﬁom ﬁu Dl rust ﬂmd} and for disabled wldow(«)s dnd dissbisd
LaduK odtidren (maeddy pald from ma OASI trust fund). .

Dl = disabiiity nsurance, TWP = uw work period, SGA - aubmu!nl plnth! lcdvﬁy IRWRg w impairment-reisted work expsnses.
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July 2, 1998

TO: Barbara Chow
Chris Jennings
Diana Fortuna

FR: Judy Chesser
RE: Kennedy-Jeffords Budget ‘Issue

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

THRU: Judy Chesscr
Lot

FROM: Jim ()’ Donnell

DATE: June 30. 1998

SUBJECT:  Why we can not use “savings” from the Ticket to pay for health care

i et o 3 WA AWt T 0 0 ¢ s 8 FR ML % e ————— - < A1 < ms 3 %R b s e mome

Attacm.d is the rdwant table from the C‘ongreqsmnal Budget Office scoring of the
Bunnmg,/Kunm,lly rcturn to work legislation that shows they do not believe there will be any
savings from benefit cessation under thc ticket program. In fact theswanalysis shows more costs

than savmgs

As you can see [rom my added column in the margins, the costs over the period 2000-2008 for
DI arc $516 million, while the savings from benefits avoided is $492 million for a loss of $24

million. The corresponding SSI figures are $I?3 million in costs, wuh a savings of $126 million

and a loss of $47 million. ‘

The rcason there are no savings is the way in which CBO estimates “benefits avoided” or
savings. CBO subtracts out as costs rather than savings thosc bencficiaries who return to work
who would have returned to work anyway without provider payments but for whom we will now
pay providers. In addition CRO assumes a recidivism rate of people who will return to our rolls..
CBO estimates that for every 1,000 tickct holders only 400 are rcal savings and 600 are people
who would have gone off the rolls without a provider paymcnt In addition, thcy assume that -

~ 40% will return to our rolls :

Even if we ignorc CBO’s scoring of the ticket and assume savings, the savings are not big
cnough to pay for the estimated $1 billion annual Medicaid cost in the Jeffords/ Kennedy hill.
(For example, assume: 6,000 people go ofT the rolls at an average benefit rate o' $800 a month.
We pay providers 40% or $320 Jeaving a “savings” of $580 a month per benehuary or about

- $41.7 million a year in savmg,s) . .A .
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Table 2. Estimated Budgetary Effects of Provisions of H.R. 3433

By Fiscal Ycar, 1n Millions of Dollars e e
(999 '2000 2001 2002 2003 2004 2005 006 2007 2008

Section 2

Tickets Program for Vocanonal Rehabilitavnon Clients-D1 '
1 2 33 4 3 4 24

Payments 1o Program Manager 1 2 )
Milestone Payments to Providers 0 a ! S 11 17 21 24 2 - 1 I40
Incentive Payments to Providers 0 3 a 3. 27 48 66 87 109 35 Vi
Gradual Phasc-out of Current ‘ . . » , 7
VR System , o a a3 -8 -4 221 32 44 S8
Benefits Avoided L0 a2 4 20 48 3¢ 98 .12 126 Pz
Exta Benefits Paid ‘ Q 2 i 2 3 D I S [ S [ :
Subtotal, DI . ! 2 3 S0 0. 26 221 24 2
Resulting Medicare Savings® 0 0 a 2 P 1 -2 9 20
Total, Provision ' 12 3 5 ! 9 25 29 .33 - 4)

Tickets Program for Vocational Rehabilitation Chents-SS1

Payments 10 Program Manager / a 1 a | 1 1 2 2 2 2xl.
Milestone Payments to Providers 1 0 a | 3 6 9 10 12 14 16; 7 {
Incentive Payments to Providers  ~ * 0 a 1 3 7 12 17 22 283\9p
Gradual Phase-out of Current : ‘ . 3
VR System Y a a -1 4 LAY § Y [ Y ¥ _12'9.1 1
Benefits Avoided 0 2 a -l S .12 220 25 229 212l
Extra Benefits Paid 0 1] Q g 0 0 ¢ 9 ] 0
Subtotal, SS1 a 1 12 a3 -8 -1 13 s
Resulting Medicaid Savings c c c ¢ ¢ c c c < c
Toul, Provision - a3 1 b 2 a -3 S B N e Y 3.
*$1-for-$2" Demonsuation Projects ¢ .
Contractor Costs 0 a 4 S 6 4 4
DI Benefit Costs 0 ] 3 8 13 18 18
Medicare Costs 0 0 Q ] 2 9 ]
Total, Provision 0 0 7 13 20 3t N
Section 3
Extension of Medicare from 3 years
0 S years for clients suspended from
DI who have used a ticket * 0

Extension of DI Demonstration
Project Authority until June 10, 2001 k]
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Benefits Dwindle for the Unskilled Along With Wages

P.8S
Page 1 of 3

Related Articles V
- Self- : (March 1)

-

(Aug. 24, 1997)
{April 2, 1997)

By PETER PASSELL

ince the 1970s, the gap in wagcs betwem skilled and unskilled workers has widened shmply
But ncw research shows the inequality doesn't stop there.

Discrepancies in job benefits and the quahty of work life have also gmwn. pointing 10 8 bigger
chasm than previously reoogmwd.

“Unskilled workers get the short cnd of the stick — and it's griting shorter,” said James Heckman, an
cconomist a the University of Chicago.

Smdy afier study has shown that the gains from post-1970s economic growth have cluded unskilled
- workers. The median wage of thosc with only s high school diploma fell by 6 percent, adjusted for
inflation, from 1980 to 1996, while the eamings of collcge graduates rose by 12 percent. Though
there have been indications in recent months that a scarcity of workers in the surging American
economy has begun raising wages for those on the low end, megamhasbemmodatsofarmdnot
. enough to counter the decad:s-long trend.’

Besides, wages alone provide-an-incomplete picture of a worker's standing Though eonomists
have long recognized the need to incorporate working conditions and fringe benefits in any
comprehensive analysis, they have been stymied by a lack of detailed data.

Until now. Brooks Pierce, an economist at the U.S. Department of Laber, used confidentisl data-
regularly collected by the Bureau of Labor Statistics from businesses to measure trends in total
compensation. The results are striking: Whilc specialists had long assumed that benefits acted as 2
leveling influence, pardcularly because of government-required bencﬁts hke Soci ecurity and
unemploymmx msumncc. the opposite is true. : L

In !982.peoplcm uwmpone-tenthafmeworkfm mdcsumanhour 395umme$628
an hour for workers in the bottom one-tenth. By 1996, the wage gap had widened, with the
high-end workers averaging $25.74 an hour, or 4,72 times the $5.46 an hour of those at the bottorn.
waga for the purposcs of Pierce’s study arc all expressed in 1997 dollars to aecount for inflation.

The decline among unskilled workers is hardly surprising given the mueasing dzmands of an
information-driven economy. But to understand it requires a look at total compensation, wh!ch
places a valuc on benefits ike health insurance, vacation time and pensmn plans :

" By Pierce's calculation, the total compensation in l982°fwonm:s mthe top 10 percent ~ 335 162"

hour — was 4.56 times that of workers in the bottom 10 percent —~ S‘l‘nanhour Fourteen years
later, the ratio had increased to 543 to 1, wimhlghlypa!dworhrshmngpmedsi‘ﬁmhmx
and low-end workers having lost93 cen!snnhour ;

Bcncﬁxs led 10 a greater dx:crepancy in carnings betwcn hxgh- and low‘wage worker: in both 1982
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and 1996. Moreover, they were responsible for one-tenth of the increasing disparity between the -
working elite and the working poor gver the ]4 years.

Benefits have long been parceived as's great equalizer. In percemsg§ terms, afler all, a bare-bones -,
$3,000 medical insurance package adds more to the compensation of & worker making $20,000 than
a full-friils $10,000 package for an executive earning $200,000.

The catch, according Lo Plerce, asthatagmwmgnumberofworkmatﬂwbouomofﬁepzym!c :
have lost access to key employer-provided benefits. ; '

More than 80 percent of workers received paid holidays and vacstions In 1996, but less than 10
, percent of those in the bottom teath received paid leave of any kind. Similarly, about 70 percent of
- workers have pension plans, whxlelessthanl(}pe:centofﬂmemmcbmmunmmonmy
: employwﬁmmced nsumnem benefits. Access lo health insurance follows a similar pam:m.

Employers generally cannot deny benefits to lower-wage workers without putting the tax-exempt
status of those benefits &t nsk. Sohowis t!us disparity in benefits poss:ble"

Henry Farber, an economist at Princeton Ummsxty whose own research on med:cal beneﬁts
confirms Pierce’s findings, points to loophales that allow companies to deay benefits to workers
just starting out and to workers not classified as full time. "Employers are figuring out all sortof
ways to discriminate between employees they wish (o keep and those who come and go,” he said.

None of this would come a3 news 0 Mary Mendez, 8 40-year-old single mother who sorts appls in
a packing plant in Wenatchee, Wash., for $7.71 an hour. Her employer takes such a strict view
toward paid absences that she was docked for the hours she missed while ru:ovenng from s minor

accident at the plant. And while the company does offer health insurance in an mdusu'y where
fnnges are rare, she must contributc $21 a month to cover her child, .

In other cases, employers have tumed to temporary and contract workers, whose pay packages do
not include time off and other benefits. United Parcel Service even cadured a strike in which a big
issuc was the company's desire to use more part-time workers 10 hold down costs.

Perhaps an even bigger surprisc than the lack of benefits is how littlc people with especially
dcmanding or unpleasant jobs are compensated for difficult warking conditions. ,

Job hazards, everything from workmg in cxtreme temperatures 1o working a dangerous, lonely night
shift at a highway convenience store, would seem 10 command hxg\e.r wages than similar work
under less taxing circumstances.

o s e e n
T e L R e .

Lillic Reed says her Job as nn gidcina numng horm: in Stamfmd Conn. is dmy. sometimes
dnngauus — and petting harder. -

A few years ago, each nursing assistant cared for seven patients. Today, it could be as many 16 on
weekends. “The people coming to the home are older, sicker and angrier,” she adds. “ICs really
tough lifting them, dressing them and keeping them clean.”

- By looking at arguably the best measure of job conditions, the risk of injury, 2 new s&dy bﬁ Daniel
- Hamermesh, an economist at the University of‘l'exas,fotmdthazworkmonthclow cnd of the
wage scale were falling ever further behind. ‘ e

In 1979, workers in the top quarter of wage eamers los: 38 percent mote days to on-chc-;ob mjunw
than workers in the bottom quarter, Hamermesh found. By 1993, the pattern had mexwd .
High-wage camers lost 32 percent less days than low-wage eamers. A

I zshardmbehevzthuonly wozkersatmempmdofdw wagemlcmmmwdm (hc‘lf own
health and safety. One possible explanation for the failure to reduce injuries among low eamers,
sugpests Alsn Krueger, an cconomist at Princeton University, is the declining power of labor
unions. Whilc employers may know how dangerous a job is and how much it would cost to make it
safer, individual workers rarely do. A union may be able (0 even thc playmg ﬁcld by xrackmg hcalth
and safety issues and negotiating :nmmvemem : ,

. Another explanation, favored by Hamermesh, is lhat ail unshlled wotkm - mon and nonunion —
: hsvclostmuuhgmundo\ferthelasnwdacadzusskmcdvmfkernddadsomuchmmlo
corporate productivity, "Overall, workplace safery hasnt chnnged much,“ l-lugemqh said. .

ﬁlf_C:\WTEMP\hmefu-m html 6/18/98
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Record Type: Record

To: Jeanne Lambrew/OPD/EOP, Anne E. Tumlmson/OMBlEOF Joanne Cianci/OMB/EOP, Bwﬂl:am @
osaspe.dhhs.gov @ inet

cc:
Subject: summary of conversation with another disability advocate

| 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.

e 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.

e 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.

e 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. ‘

e He has 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 DI-people shouldn't have to impoverish themselves to go to work.

e When | said we thought BBA was good, he said that this effort is a "different ballgame”™: an
effort to preserve the SSI/SSDI entitlement and forestall Congress from changing eligibility rules
for SSI/DI. (This is a longtime concern of certain members of the community -- that SSI/SSDI
will be the next big target for cuts by Congress, a la children’s SSI and welfare.} When |
mentioned that none of these programs have managed to score more than minimal savings in Dl
from CBO, he said that they met repeatedly with CBO and it's like ta!kmg to a 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 dlfflcult
to get offsets from DI.
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Record Type: Record

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

cc:
Subject: Some intelligence on B-K vs. K-J

| spoke toMarty 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:

e Kennedy is continuing to tryﬁto puil together a substitute bill that includes the tickéet 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.

e 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). :

e When | 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 | asked if the goal is to make the bill budget-neutral, she said
either that or at least "sellable” (meaning cheaper, | assume).

e  When | 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 assets/resources 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 a member-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.

e When | referred to the K-J Medicare feature as means-testing, she made an argument that the
community doesn’'t see this as 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.

e They are thinking how to re; |gger the ticket to fit with the health piece -- thcngs like shouldn’ t
the ticket's advisory committee also have a role in the health care SWOP ptece

She sounded pretty optimistic and didn't seem desperate for slim-down options. | didn't present
any outlines of our alternative thinking, beyond saying we still think the BBA is underrated. | did
mention we had issues with K-J's cost, partial Medicaid benefits, enhanced match, and Medicare
income-related premium. I'll make socme more calls
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o SSA-fulanccd counseling program—Would cover. all 0.3 ' million SSDT OP’I'IONS ' ] 'K
- participants (SSA-certified) jlus the estimated 0.1 millio). EWIDs (state-certified).

0 Extended Medicare--Would cover SSDI OPTIONS enrollees who otherwise exhaust their
coverage. As supgested abe ve, CBO assumes that would encompass the roughly 6,000
people who now complete an EPE each year and lose their Medicare (or are eligible to
purchase it only at a stecp pricc). Note that, for the bulk of the 0.3 million SSDI OPTIONS
participants--most of whom n :ver work enough to trigger an camings-related suspension or
teninination—the Medicare coverage proposed by S, 1858 differs little from current law; the
changes proposed by S. 1858 would chiefly affect the minority who complete an EPE.

Resylti SIS
0.  Most provisions would take e ffect one year after éﬁacuneﬁf.mi.g.’:iﬁ fiscal year 2000.

o' Medicaid WIS costs—-About 50,000 current Medicaid recipients would receive additional
services (or, statcs would engape in cost-shifting or matnh»enhmwement in their cages)
averaging about $1,000 each. “Another 140,000 would become newly entitled to services
averaging nearly $7,000 a yes r cach. Total costs of about $1 billion in first year, climbing
with caseloads and per-capita . :ost increases thereafter. Roughly 5 percent recouped through

co-payments. ‘ ;

o SSA counseling costs (diservtionary)--About 0.4 million recipients ¢csting about 3500 a j 3‘5{
year each, for a total of SO 2 hlhm s

0 Medicare eoats--]:.xtra costs ranging from about $10 million in 2000 to $0.2 biilion in 2008,
for the relatively few SSDI options participants (6,000 by ead of 2000, 50,000 by end of -
2008) who exhaust their cunent-law EPE and who could keep coverage under 8. 1858.

(v Eligibility determination co its--CBO assumes that states would delegate this task to the
disability determination servic :s, using the procedure in section 1634 of the Social Security
Act. Toral costs would be sbout $0.6 billion in the first year and $0.1 billion a year
thereafer. One-half would be bome by SSA (discretionary), ene-fou-th by federal Medicaid
(mandatory), and one-fourth by states.
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TO: Cnis Crowley, Senat iy Jeffords' Office
_ Connie Garner, Sen:tor Kennedy's Office

From: . Jeanne De Sa, CBO

Kathy Ruffing, CBC
Re: - Preliminary Estimat: of 8. 1858: The Werk Incentives Improvement Act of
1998 :
Date: Juné 1, 1998

At your request, 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 preliminary es:imate is that enactment of this proposal would increase
_mandatory spending on Medicaid and Medicare by $1.2 billion in 2000 and by $5.4 billion

~ over the 2000-2003 period. Because the proposal would affect direct spending, pay-as-you-
go procedures would apply. The largest component of this increase is in the Medicaid
program. with additional five-year : pending of $5.2 billion, Discretionary costs would rise

- by $0.5 billion in 2000 and by about $0.3 billion a year thereafter, for a total of $1.4 billion
between 1999 and 2003; those cost:. would be paid from appropriated funds. This estimate
assumes enactuient in September 1998, and implementation of Medi~aid and Medicare

provisions in 2000. - |

We would be happy to discuss any questions or comments you may have.
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" PRELIMINARY CBO ANALYSIS OF . 1858,
THE WORK INCENTIVES IMPROVEMENT ACT OF 1998

S. 1858 would establish the Opportunity to Fully Integrate Through Occupations (OPTIONS)
program for some working individuals with disabilitics. OPTIONS would provide

_ participants with extended Medicar: benefits and work counscling services. The bill would
also give states the option to provid: certain Medicaid benefits to OPTIONS participants and

to some other disabled individuals. Additionally, the bill would extend Disability Insurance
..(DI1) program demonstration projec: authority, add requirements for consideration of Section

~ 1115 waivers that reduce work disincentives, and establish_a. pro of outreach 1o
.. individuals with disabilities potent ally eligible to participate in ()Plf()N§ and other work
incentive prograrus. The health and counseling provisions of the bill would be effective one

ygy»_gﬁﬁg&Mcng;g%@_ﬂMmﬁn ¢nactment. For this analysis, CBO
assumed thai the bill would be enacted in September 1998 and this program would be

implemented in fiscal year 2000.

CBO estimates that the bill would riise federal mandatory spending by $1.2 billion in 2000
and by $5.4 billion between 2000 and 2003. The largest component of this increase is in the
Medicaid propram, with five-year ¢pending of $5.2 billion. Discretionary costs would rise

by $0.5 billion in 2000 and by about $0.3 billion a year thereafter, for a total of $1.4 billion
between 1999 and 2003; those co:1s would be paid from appropriated funds. . Provisions
affecting workers with disabilitics under current law and S. 1858, and assumptions |
underlying this estimate, are discussed below and summarized in the attached tables.

Current Law. Under current law, both the DI program and the Supplemental Security
Income (SS1) program offer incen ives for disabled persons to work. In both programs,
applicants must show that they are iricapable of substaatial work (labeled "substantial gainfil
aclivity" or SGA, currently defined in regulation as earnings of more than $500 a month) in
order to be awarded disability benetits. If DI recipients work after entitlernent, however, the
law pennits them to earn unlimited amounts for a 9-month period (known as the trial work
period, or TWP) and a subsequent 3-month grace period before their bencfits are suspended.
During the next 3 years--a period kr.own as the extended period of eligibility, or EPE~those
" beneficiaries may automatically return to the DI rolls if their monthly eamings sink below
* $500. Furthermore, Medicare bene:its (for which DI beneficiaries qualify after two years of
cntitlement) also continue during t1e 3 years of the EPE. Beneficiaries pay no Medicare

2
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Hospital Insurance (Part A) premiiim, but must pay the Supplementary Medical Insurance
(Part B) premium. Once the EPE ends, carnings above SCA result in DI benefits being
terminated. Moreover, beneficiaries cease to get Medicare beaefits, ualess they pay the full

- Part A premium ($322 a month in 1999). Research suggests that only 10 to 20 percent of DI
recipicnts ever work after they stan collecting benefits, only 2 to 3 percent eventually have
benefits suspended due to eamings  that is, start an EPE), only about | percent are terminated
atthe end of the EPE, and few pur-hase Medicare coverage thereafter.

SSIrecipients who work get a reduc ed benefit, but do not give up their benefit entirely. Most
SSI recipients receive full Medicaid benefits. If their monthly samings exceed $500 but they
~ are still medically disabled, they mave into section 1619(a) status and continize to collect a
small cash benetit. The cash benefd is reduced by $1 for every $2 of eamnings above $85. If
their carmings rise further, they enter 1619(b) status, where they collect no cash benefit, but
still qualify for Medicaid until their eamings reach a point at which they are deemed to be
- able to afford medical care and living expenses. Income cutoff levels for the 1619(b) group
ditfer among the states. About 20 percent to 25 percenr of SSI beneficiaries work after
entitlement, but typically do so spcradically (only one-third to onc-half of the time) and at
low camings. Many disabled .dults receive SS1 and DI concurrently; concurrent
beneficiaries constitute about 30 percent of the SSI adult disabled population.

Medicaid offers disabled beneficiar es several benefits that arc unavailable in the Medicare
program; two of these benefits--pre scription drugs and personal care services--are included
as work incentive services under 3. 1858. Most states have exercised the option under
current law to provide prescription (drugs as a Medicaid benefit; about half of 1997 spending
on this benefit was for disabled persons. All states provide some personal care services as
a Medicaid optional benefit, as : benefit within a package of services in home- and
community based waiver demonstrution programs for selected eligibility groups in selected
areas, or as a service included wi'h the home health benefit. The personal care benefit
includes services performed by a personal attendant to assist an individual with eating,
bathung, dressing, and other activities of daily living. States have latitude in determining how
the benefit will be delivered and : supervised and may require auﬂxomanon by a physncnan or
supervision by a registered nurse.

According to surveys conducted by the Buxcau of the Census, appmxxmatcly 17 mmxon

Americans
1mits their ability to work, About & million receive cash bepefits under cither the DI or SSI

programs. OF the remaining 9 million disabled people who do not receive benefits, about 5
m:lhon report some carmngs of whom 3 million have low eamnings. Some of those Tow
W
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wage disabled woﬂwn receive t.mp oyer-sponsorcd health insurance, either on thcxr own or
through a family member, or have an individual policy. Pe sonal assistance services are
gcmral[y not available through employer-sponsored insuramn €, however. For purposes of
this estimate, CBO assurnes that about one-quarter 1o one-half :f the workers with disabilities
£o without health insurance entircly or arc underinsured. Some disabled workers not eligible
for cash benefits under the $SI program (and, hence, Medicaid) might be eligible for
Medicaid benefits under other elig:bility criteria. For example, statcs have the option of
huying into Medicaid disabled wor cers whose incomes are under 250 percent of poverty.

S. 1858, The bill would establish the OPTIONS program for two categories of working -

people with disabiliuies: eligible working individuals with a disability (EW1i)s) and SSDI
OPTIONS program participants. EWIDs would be working individuals ages 18-64
requining personal assistance services or prescription drugs and who do not receive dtsablhty
benefits under Title II or Tite XVI Under the blll states would pcrft)rm eligibility
determinations for EWIDs. ‘

SSDI OPTIONS program participan's would be mdmduals ages 18-64 eligible for d:sabled~
‘worker cash benefits who werk an elect to'participate in the OPTIONS program. SSDI
OPTIONS enrollees who have been entitled for less than 24 months would have to give up

_ DI cash benefits in exchange for hee Ith benefits under the OPTIONS program. Participants
entitled to DI cash benefits for more than 24 months could keep any cash benefits to which
they are entitled under current law a 1d still receive enhanced health benefits, provided they
remain employed. (That means that they could continue to take advantage of the 9-month
TWP _and 3-month grace period »f unlinited camngLmWMt v

su suspensions of cash benefits thereaft er.). However, more impairment-related work cxpenses
(IRWEs), notably costs of a vehicle in ruraj areas and COMMULNE costs 1 other areas, could
be excluded from earnings in the determination of SGA than under currcnt law; v; that

et g ST

provision might enable some benefiviaries to femain eligible for DI cash bgngt/x;s.faﬂpngcr
than thcy would under curcent Iaw ‘
N .

All OPTIONS participants wou!d receive Medicaid work incentive services (personal
assistance services and prescription drugs), if the state plan offers these benefits and work

 counseling and assistance services pioposed under Title XI of the Social Security Act. Work

_counseling and agsistance - services would be financed from SSA's dxscretmnary

appropriation.

i ———

SSDI OPTIONS program patticipan s would have the opportunity 10 buy into Medicare after
wo years of DI or OPTIONS particization. SSDY OPTIONS participants earning under 250

4
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- pereent of poverty could receive Medicare benefits indefinitcly (not just-during the 3-year
EPF) without having to pay any Part A premium, provided *hey continue working. S$SDI
OPTIONS participants earning more than 250 percent of poverty could recetve Medicare
benefits indefinitely by paying the I4edicare Part A premium on 2 modest sliding scale basis.
All SSDI OPTIONS participants wuld pay the Part B premium in full, as under current law.
SSDI OPTIONS participants who stop working and revert lo cash status could count any
time spent in the OPITONS progr: m toward the 24-month wait for Medicare.

This bill would also amend Title 21X of the Social Security Act to allow statcs the option
10 provide Medicaid work incentiv: services to Qualified Eligible Working Individuals with
a Disability (QEWIDs), which inclide OPTIONS program participants and SSI individuals
under 1619(a) and 1619(b), and 16 Work Eligible Individuals (Wh!s current recxpxents of
SSIor SSDI defined by states as b :ing iu transition to-work).— - - - -

If a statc Mcdicaid program offers v/ork incentive services, it must offer ther to all QEWIDs
and WEIs The package of work incentive services must include at least pharmaceutical
benefits and personal assistance services. Work incentive services that are not already
provided under current law or urder existing state programns (as described in the hill's
maintenance of effort language) weculd be reimbursed under an enhanced match rate that is
cqual to an increase of 30 percent >f the difference between the carrent federal match and
100 percent (FMAP+.30*(1-FMAP)), with a ceiling of 85 percent. States would not be
allowed to impose cost-sharing on «nrollees with incomes below 150 percent of poverty, but
would be permitted to impose cost-t haring above that threshold. States could not require that
- personal assistance services be ordsred by a physician.

The bill would add new waiver requirements on section 1115 demonstrations designed to

reduoe work 1smccnmfcs affectin 1 5,000 or more persons, In determining cost neutrality
“of waiver demonstrations, HCFA would have to mcorpomtc savings achieved in the SSDI

and SS] programs into the calculstion of budget neutrality. The bill would also_ extend

through June 1999 the authority of the Social Securify Administration to conduct re research‘
and demonstration projects that req:lire waivers of current law. Additionally, the bill would

rcquxrc thc ‘Commissioner of Social Security to establish an outreach program for w wark

{nccntxve programs under OPTIOMNS or 1619(a) or T619(b). :

Cost of S. 1858. Enactmem of th's proposal would increase mandatory spending by $5.4
billion 3MWBMHW£M§%I
component of spending under S. 1858 is in the Medicaid program, with additional five-year
spending of $5.2 billion, comparcd to current law. CBO's estimates of the number of

5
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participants, cost per participant and total cost of the bill are described below, - ...

Number of Participants. CBO esti nates that approximately 140,000 individuals would be
cligible for benefits under the OPTIONS program in 2000, Of that number, 325,000 would
be SSDI OPTIONS program parti:ipants and another 115,000 would be EWIDs (that is,
workers with serious impairments \vho are nevertheless not collecting cash benefits). CBO
estimates that an additional 540,000 individuals could be cligible for work incentive services
if all staies provided these benefits - Although all of these individuals could potentially be
eligible for Medicaid work incentive scrvices, not all would receive them because only a
portion of states would offer this enefit and maintenance of effort requircments would
prevent states that do offer the ben:fit from providing these services to all eligibles. CBO
assumcs that states with onc-third of eligibles participate, and that maintenance of effort
requirements are partially effccnve resulting in 200,000 pcrsons Teceiving wo:L incentive
services under the bill.

Eligible Working Individuals with a Disability (EWIDs). CBO assumes that about half of the
3 million low-income disabled workers without DI or SSI benefits are uninsured or
underinsured, and would be interest «d in participating in the OPTIONS program as eligible
working individuals. Since states vvould have discretion in screening these individuals for
OPTIONS benefits, CBO assumes that only a small fraction of this group would meet the
eligibility criteria. Thercfore, approximately 115,000 individuals could be eligible for
benefits if all states provided them 'n 2000; about 40,000 would rece. ve services under the
hill. A few of those peo;:le are assnmed to have Medicaid coverage alwady

'&W 2

' SSDI OPTIONS Program Partz’czpa ats. 1t is unlikely tsssigients of DI who havo

been entitled for less than 24 month.: would give ug ca 1efit§ (which average more thar
$700 per month) to sccure work ince nive services and gsandos Medlca:e beneﬁts under the
OPTIONS program. First, many su:h DI recipients are concurrent SSI recipients, and thus
are already eligible for full Medica d bmmdc some personal

assxstance services 2 and prescgpnon ﬂrugs Seco ‘the enrollee. mg} ug_Qx__PIlQNS

it g P

grace perxod while working. -

—————y

Third, ahhough some short-term DI-only rmlplents would have an incentive to trade cash for

work in MN ices immediately, they are Tikely 10 qualify for these benefits outside of
~ the OPTIONS program. Ifa: m. If a state offers these services, it must offer them to DI "w work-
- ready" individuals. A t-teem DI-only rec m DI-only recipient would therefare scck the work incentive

services outside of the OPTIONS program so a8 fo nof give nup his or her cash,bmcﬁ;
-6
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F w, the remaining advantage of enrollment--the indefinitc .extension of Medicare
‘coverage beyond the current-law EPE, ata zero or modest Part A prcmsumwwoul,d;cmam
' avaxlablc to| the beneficiary if hc ot she chose to defer enrollment untxl after 24 months,

e b 7= N
T S s 31 _,_,—H -,

CBO assumes that DI recipients who have been entitled for more than 24 months would join 7]
OPTIONS since they would not giv > up cash or other benefits that they can get under current
law. CBO assumes that 235,000 Di-only beneficiaries and 90,000 concurrent beneficiaries -
would enroll in SSDI OPTIONS in 2000. CBO assumes that few would earn significantly
more than 250 percent of poverty 1about $20,000 for a singla individual, or $41,000 for a
family of four; in 1998), the thresheld at which the enrollee would begin to owe a premium VL
for Part A coverage. For most of the se enrollees, OPTIONS would be indistinguishable from
current-law Medicare benefits; only a minority would leave the DI rolis and benefit from the
indefinite extension of the EPE. (nly about 85,000 of these beneficiaries actually would

- receive work incentive services die to the state pamc:patwn and mmntenancc of etfort )
fequirements. .

1619(a) and 1619(b) SSI beneficicries: CBO projects that in 2000, there will be about
110,000 working SSI recipients in the 1619(a) or 1619(b) program, all of whom would be | .

eligible for Medicaid benefits under cuzrrent law. Only 10,000 of these beneficiarics would [
receive work incentive services due to thc state participation and maintenance of effort
requirements.

“"Work ready” Individuals: CBO- assumes that another 430,000 individuals would be
considered "work ready” under the hill and would be eligible for work incentive services, if
offered by the state of residence ind not provided under current law. Those include
approximately 250,000 SSI-only recipients who are working but earning less than SGA (and
whao are, therefore, in the regular SSI program rather than in one of the section 1619 |

. programs). Many already receive prescription drug and personal assistance services under \]g

 the Medicaid program. Depending upon the state definition of "work ready", some SSI
individuals who are not working, bt are deemed to have the potential to work, could also
qualify. 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, CBO assumes tt at about 110,000 could be eligible for work incentive
services. In summary, only about 35,000 of individuals eligible under the "work ready”
category would receive work incentive services due to the state participation and
maintenance of effort rcqutrcmcnts

Cost of Benefits Per Participant. CBO estimates tha.t Mcdacarc spcndxng for DI rec:pxcnts

7
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who work would average about $2,900 per year in 2000. CBO projects that this.amount
would rise 10 $4,400 per year by 20)8. Those per capita rates are about two-thirds of the per
capita rates for the average disabled recipient, since it is likely that dzsahled people who work
are healllne: than others on the rol s,

Under current law, the combined fe.jeral Medicaid per capita costs for prescription drugs and
personal assisiance services for the disabled are approximately $5,800 per year, With the
match rate enhancement available inder the bill, CBO estimates that the combined fedcral
spending for prescription drugs anc! personal assistance servi-es under this program would

~ be approximately $7,000 per dizab c¢d beneficiary per year in 2000.

| Wc:rk wunschng and assistance u,s__would include client cvaluauons and health
insurance counseling. Counselors v/ould be paid out of $SA's appropriation and would refer  _p¢_ -
clients to vocational rehabilitation providers or to prospective cmployers. CBO assumes

thw. cOSts wgqiq average about $::00 per year per corollce.

" Total Cost of S. 1858. CBO estimates that S. 1858 would increase federal Medicaid costs
by $1.2 billion in 2000, with five- ear costs of approximately $5.2 billion. CBO assumed
that about one-third of states would take up the option to provide work incentive services to
eligible individuals. Some of the:e individuals would already be eligible for Medicaid

. benefits (which generally include personal assistance services and prescription drugs)
because of their SSI status or other Medicaid eligibility critéria and would be barred from
getting work incentive services under S. 1858's maintenance of effort requirements.
Howcver, CBO assumes that these 1equitements would not be fully effective, and that states
would be able to federalize some 5 :ate-only programs and convert some current Medicaid
beneficiaries' optional benefits to the enhanced match available under S, 1858. Getting an
enhanced maich on services states otherwise would have provided would protect states from
financial loss associated with newl:/ covered individuals,

CBO's Medicaid estimate accounts “or the full cost of work incentive services for those not
currently receiving those benefits mder the Medicaid program. It Llso accounts for the
marginal ihcrease in federal costs atiributable to states converting some optional prescription
drug and personal assistance services for eligible persons from Medicaid to the enhanced
match program. Although the sill gives states the ability to impose cost-sharing
requirements on individuals earnin 3 more than 150 percent of poverty, CBO assumes that
few newly-enrolled individuals wculd be affected by any requirements that states would
‘impose, and would likely pay less t1an § percent of the cost of benefits. The estimate also
takes into account increases in Medicaid administrative spending associated with new

8
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eligibility detezmmatmns (Under current law, when SSA dors disability determinations at
the behest of a state solely for the p irpose of establishing Medicaid eligibility, SSA absorhs
half the cost and the rest 1s split ev-:nly between fcdcra.t and state Medicaid outlays.)

CRO esumulns that federal sl:aendxuy, on Medicare would in¢rease by appmxxmatcly $10
million in 2000, comparcd to cur-ent law, and by $200 mullion.aver five years. CBO
assumed that working SSD! recisients entitled for more than 24 months would join
OPTIONS and quahfy for extended Medicare benefits once they exhaust their regular
coverage. For most SSDI OPTIONS participants, who would not cam encugh 10 jeopardize
their DI benefir, there would be no cost to the policy comparcd with cument law, as they
would have gotten Medicare cove. age (including fre¢ part A coverage) in any case. For
those few SSDI OPTIONS participunts who will graduate froimn an EPE, there are Medicare
costs compared with current law. Since very few of them would otherwise have bought into
Medicare by paying the full actuari: | premium for part A coverage, and since relatively few
would pay a significant premium under S. 1858's proposed sliding scale based on income,

those premiums are largely immaterial to CBO's estimate. Since CBO assumed that hardly
any OPTIONS panticipants would ‘vaive their cash benefits, it estimates no DI savings.

_The bill would direct that SSA. concuct certain demonstration prdgmms to test the effects of
various work incenfives. The bill would extend SSA's watver authority, however, only

through June 1999--1103‘. Tong enou 1o gefl W the g;_ound “Thercfore

CBO Fas not included costs of den onstranon projects in ns estxmatc
CBO estimatcs that S. 1858 would r2sult in increases in SSA's discretionary Spendmg Costs

for counseling about 440,000 OPTIONS participants at about $500 per year vachrwoutd be A
about $0.2 billion a year. On the asrumption that participating states request SSA to perform

S

/

disability determinations for EWILis, SSATs share of costs for those determinations would —
be ab be about $0.3 billion in 2000, when the program would TSt get under way, and subside to <~
“about $50 million a year thereaftef: “InTotal, SSATs discréfionary costs would rise a about §0. 5 L
“bilfion in 2000 and $0.3 Billion a y far thcrcaﬁcr for a five-year total of $1.4 bxllxon ~

~ Uncmamtzes in CBO 's estimate. " here are several factors that could make the costs of S.
1858 significantly higher or lower than CBO's cstimate. Primarily, states' participation in
this new, optional Medicaid progran is uncertain. CBO's judgment that states with one-third
of the eligible population would par icipate is based on an analysis of how many states would
be fiscally no worse off if they offered the new benefits to morc 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 assumied. Many more states might participate if they were

9
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willing to incur hig ,,hcr statc costs On the other han¢ some statzs mlghl: balk at the program’s
complexny, especially in the early years.

Another source of uncertamty is the size of the working disab'ed population. As discussed 7
above, about 8 million people betwezn the ages of 18 and 64 collect Social Security disability
or SST benefits, but 17 million in thi t age group report a work disability. That would imply
9 million potential applicants for S 1858's enhanced Medicaid and other benefits, Those
figurcs reflect one particular definition of disability used by the Bureau of the Census--

 namely, "work disability," definec as an impairment that prevents the respondent from
waorking or limits the kind or amount of work he or she can do. In those same surveys, only
11 million, not 17 million, people describe themselves as meecting a narrower definition
("severe" work disability). But when a broader definition of disability--one resembling the
definition in the Arncricans with D:sabilities Act—is used, ncarly-30-million peeple age 21
Lo 64 describe themselves as disablzd.' These figures imply that the potential demand for
benefits under S. 1858 among dxsab}cd pcople who arc not collecting cash beneﬁts could fall
ina vcry wide ra.ngc

That uncenainty is mmagnified by the fact that S. 1858 contains 1o definition of disability, and
would instead leave it to the states to determine eligibility. CBO's estimate assumes that
states would delegate responsibiliy for determining inttial eligibility to the Disability

ination Services (DDSs), which already do that task for the Social Sceurity and SSI

w The advantage, from the states’ standpoint, is that they would then pay
only a fractxon of thc cost of the di: .abxhty dcwnmnatmns (whosc cost rung abogx $SDO to

Act Buz s!alg‘_i_tjﬁghosc to mak their own determinations could use a much broader
dpﬁnmon, potentially adding hundreds of thousands  of people to enrollment. Also, the bill
contains no dxwgg appzals processes.

States would not have to make a det :xmination of disability for people already receiving DI
or SSI benefits, of course, But states would decide whether those beneficiaries, if not already
working, are "in a transition 10 work readiness or otherwise work eligible"--the definition of
a WEI. That would afford states another tool to control enroliment.

CBO's cstimate of S. 1858 include n) effects on the SSI and DI programs. Potential effects
——— , - —

' The oft-cited figure of 40 mi lion, or more, Americans with disabilities includes
children and the elderly, whercas S. 1158 is targetad at those between the ages of 18 and 64.

10
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_are highly mixed. It is posmblc f >r example, that giving people with severe :mpamncnts'
“better etier access to personal care Servii ¢s and prescription dnugs could enable them to y avoid or
dclam;mg on SST'ar DI And it i« possible that extending Medicare, for the handful of DI

“reC\plcntS who 10 g0 b: back to work, v.ould remove a sowrce of anxiety and encourage th thcm 10

'DI programs Jn the otha;r_h;m ) 1358 would cx;pand the d{'fi_n_l}lon ofi zmpdmnem—relaxed
work expenses (IRWF‘;) making lt possible for some DI recipients to keep bmeﬁts that they X

would otheniixse Jose. And both SSI and DI benefits would he costhcr u" thc outreach and

. ceunselmg m requircd by 8. 1¢ 58 led to more apphcatlons for benefits. Because, these
' t:ffccts are highly uncertain, and ‘veork in opposite directions, CBO_dxsp lays no be D]
¢ ff'?ts in its- estimpate

ot i

Luvmga in DI and SS1 1n consideri 1g requests for Section 1115 waivers. Uncenain effects
~ on DI and SSI from S. 1858 notwit 1standing, interagericy implementation of this provision
~is likely 10 be ineffective.  Additionally, spending under Section 1115 Medicaid

‘demonslratmm could expand mote rapidly than under current law if savings from non-

Medicaid programs cogld be used n budget neutrality determinations.

CBO makes no judgment rugardgymmg@@,&wc into account
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Semmary of S 1854 a3 introductd by Scautors Jefi wrdt, Kewoedy, snd Hackin oo

(SSD! recipuents who choose to
emoll in OPTIONS; s be
employed)

Madicare afice 24 nonths on

‘DL \f working. ur limited

casnings for 9-mot th TWE,
plus 3 months gracz; thea no
cash benefits pologas
carnings above 3G A, though
Mrdicarc continuc ; for 3 years

{during the “exten: cd period of

eligibitity,” ar £P¥ ),

CGroup Get (cunent law) Eligidle for under $, 1858 Budgriary cffects?

L-*cligible workiog individuals | No OASDH or 851 cash No GASDI o SSI cash, Medicaid costs for sec. [929A
wilh a disabilify” (nonrecipients | No Medicans o M sdicuid, No Medicare, benefits (ess any promium

of T 1t disabtity benefits or | unless they hagpey o fall inig Medicaid under see. 1029A,if | contribunion.

SS§1 disamlity benefits who are S0ME othe? progra n cafegory. offeend ac a state option Diseretionary SSA tosss for
warking,” as eartified by stales) (technically, just "exica® | sec. 1183 counseling.

rexvices, be,, personal ¢are HCFA and §SA oosts fof daing

services pius prescription drigs. | disability determninations, it
but net "corc” Medicaid). done i accordance with see.,

Work eourseling under 3¢5, 1634 of 5.5 Act.

{183 {distretionary) Pataidlc DI or 581 savings, of
enhancod health benefits
foregial) people fiom going on
rolls: speculative.

4..85D1 OPTIONS panicipans | Cash benefits uade ¢ DI; Maodicaid under sec. 1929A,3f | Medicaid costs for sec. 1979A

offered as st option. 7 7 bencHiis less sy premiim
Work cowmncling under sec. coniribution,

1183, Disceetonury $SA cosis for
Indefinit: Medicare {for as long sec. 1183 counseling,

s employment contlnues) Mcdicare costs {possibly affset
under see. (3188, Must have by small premium receipis, gnd
been on DI (6t OPTIONS) fix by “secondwry payer” savings i
24 months for Medicare beneficiuy covered by
eligibility, Mxy owe premiom employer plun) for axiending
ifinoane: >250% of paveny, If | coverage indefinitely (not just
enrolled in OPTIONS during tor 3 yewrs) for DI recipients
first 14 momths of entitlement, | who mhum o work. :
must waiva DI cash; appean Possible srautl DI savipps from
likely to be rare. If carolled in | voluntary waivers of cash
OPTIONS after mors than 24 {unlikely) and induced rotums
woaths on rolls, no waiver w work. Small DI cogs fram
required. Can exclude more cxpanding definition of IRWES.
IRWES, notably those for

preparing for work and

baveling to work, in computing

whather canings < SGA.

1581 1619(x) and 1619(b)

Cash benefits unde  1619(a).

Medicaid (ssc. 1929A).

Medicaid custs for sec. 19294

ccipients (L.e., those with Oedinary Medicald under both benefhs [ess any premium
camings > SGA) 1619(a) and 161 ). contriaution
4 work ciigiblc individuals® Ordioary D and §¢ 4 pw;mm Mcdicaid (e, 19294), - Medicald casts fbr see. 1929A
(581 snd D1 reeiplents who sre | rules npply bonefits Jess any premiumy
00t working, but are deemed contribution.
“work-ready® by slales)

NOTES:

. Groups | and 2 wr called "OPTIONS™ participanis. Gm wps 1,2, and 3 are ealled "qualified aligible working individuais with a disadility.”

Se¢ 1929A (zahanced Medicaid) services would cover a 1endant caro and prescriptiom drugs. They would be optional for states; however, &
statc that covered any of the four groups sbove would he re t0 cover all. Soe. 1929A services would bo finsnced i an enhanced FMAR.

Sec. 81ER (cnhanced Mcdlm} would extend Medican covenage indofinindy so long s recipionts remsined cmployed (initead of ending it
after ¢he S6-month extended period ofcugxullicy as undc: cuevent Isw); the qnunwy mn poewntum, snd 3 modest inoome-reinted premium for

part A, would be charged.

Sec L1823 (M incentive counscling and aysistence) wo a4 offer dient m snd haatth-jnsuranze eounscling 10 clzgthh mdividusis;
coueions witold be puid, urdes contract, out of SSA'S sppwonriation. Counstion would e clieatt to voostional rehabilitation praviders or
employment prpects, but would nor defives ar pay for ruch unrlon dironty (cxocpt 1 the extent siready provided under current law),

“Tule I disability bensfit" mmpnsbauﬁuhnmwm(wmunrmm;wwmuammmw ,
aduly children (momy paid &om the QASH st fand).

' DI = disability fusunmee, m-nmnmmm mmwdmw‘mwmwmwmmmmm
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Estimated Title 1! apd Title XV1 program savings/zes
from H.R. 3432,

erue [+) Or costs ‘-]

fisca: years 1999-2008

{In mitiions of dnliarse!

3

Totals,
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CONGRESSI( NAL BUDGET OFFICE
U.S. CONGRE 'S
WASHINGTON, .).C. 20515

June E. O'Neill
Director

May 8, 1998

oW i
Honorable Bill Archer
Chairman - ‘U
Committce on Ways and Means - :
‘U.S. House of Representatives ‘ n

Washington, D.C. 20515 V‘WS ) M:’}N.,
Dear Mr. Chairman:

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

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

: Smcercly,

/}/W U@W de &/a-ZE/L

~cc: Honorable Charles B. Rangel
* Ranking Minority Member

Enclosure
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COST ESTIMATE

‘ \  CONGRESSIONAL BUDGET OFFICE

May 8, 1998

o HR.3433
Ticket to Work and Self-Sufficiency Act of 1998

As ordered repa}'ted by the House Committee on Ways and Means
" on May 6, 1998.

SUMMARY

H.R. 3433, the Ticket to Work and Self-Sufficiency Act of 1998, would revamp the system
under which people collecting disability benefits from the Social Security and Supplemental
Security Income programs receive vocational rchabilitation services. The bill would also
require sevcral demonstration projects, give certain members of the clergy another
opportunity to enroll in the Social Security system, and tighten restrictions on the payment
of Social Security benefits to certain prisoners. CBO estimates that the bill would add to the
federal surplus by $38 million over the 1999-2003 period; of that amount, $11 million is in
Social Security (which is legally off-budget) and the rest in other programs (wmch are on-
budget).

H.R. 3433 contains no intergovernmental mandates, as defined in the Unfunded Mandatcé o
~ Reform Act (UMRA) and would impose no costs on state, local, or tribal governments.
ESTIMATED COST TO THE FEDERAL GOVERNMENT

The estimated budgetary impact of H.R. 3433 is summarized in the following table. The

costs of this legislation fall within budget functions 570 (Medicare), 600 (Income Security),
and 650 (Social Security).
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By Fiscal Year, in Millions of Dollars

1998 1999 2000 2001 2002 2003
DIRECT SPENDING
Spending Undcr Current Law
Old-Age, Survivers, and ‘

Disability Insurance 375,785 391,477 408,764 427736 448,711 471,221
Supplemental Security Income 27,301 28 563 29985 31,595 3337 35,302
Medicare * 196,941 208178 218505 239,668 246,198 270,931
Medicaid 100506 108418 1150j4 122594 130891 140742

Total 700,533 736,636 772,268 821,593 859,171 918,196

Proposed Changes
Old-Age, Survivors, and

Disability Insurance 0 2 1 7 10 7
Supplemental Security Income 0 -1 -5 -6 -6 -8
Medicare * 0 0 0 b b 2
Medicaid 0 b b R b L

Total 0 1 4 1 S 1
Off-Budger (OASDI) 0 2 1 7 10 7
On-Budget 0 -1 S -6 -6 -6

Proposed Spending Under H.R. 3433
Old-Age, Survivors, and S :

Disability Insurance 375,785 391,479 408,765 427,743 448,721 471,228

Supplemental Security Income 27,301 28,562 29980 31,589 33,365 35.294
" Medicare * 196941 208,178 218,505 239,668 246,198 270,933
Medicaid 100506  J08418 115014 122594 130891 140742
Total 700,533 736,637 772,264 821,594 859,176 918,197
REVENUES
~ Proposed Changes ,
~ Off-Budget (OASDI) o 3 7 9 9 10
On-Budget 0 b 1 1 1 1
Total 0 3 8 10 10 11
DEFICIT (-) OR SURPLUS

Proposed Changes
Off-Budget (OASD!) 0 b 7 2 -1 2
On-Budget 0 1 [ 1 1 2
. Total ] 2 12 9 6 9

Note: Components rhay 0ot sum (o otals due 10 rounding.
OASDI ~ O1d-Age, Survivors, and Disability Insurance.
&, Medicare consists of outlays of the Hospiul Insurance and Supplementary Medical Insurance trust funds, less pr:mmms

b. Less than $500,000

3¢
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BASIS OF ESTIMATE

For purposes of estimating the budgetary effects of H.R. 3433, CBO assumes enactment in
September 1998. CBOQ's estimate of the bill's effects, by provision, arc 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 (DI) and Supplemental
~ Security Income (SSI) benefits. It would also require that SSA test the savings (or costs) of
some alternative mcthods of trcatlng carnmgs in the DI program.

Current Law DI and SSI rec1pxents currently receive VR scrvices chiefly through state VR
agencies. Data on their experience under those programs 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 not 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 beneficiary has perforrned 9 consccutive months of
substantial gainful activity (SGA, currently defined by regulation as eamings of more than
$500 a month). In 1996, SSA began recruiting alternatc 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 face the same
reimbursement system (that is, a single payment after 9 months of substantial work) Thus;

VR for DI and SSI rempxcms remains fundamentally a state program.

Scattered clues suggest that approximately 10 percent to 15 percent of new DI and SSI
recipients are referred to state VR agencies and that about 10 percent of those referred are
accepted. Recently, SSA has made approximately 650,000 DI awards a year; thus, it is likely
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 DI
recipients. SSA has also steadily paid about 4,000 claims for VR services to SSI recipients.
Since about 2,000 claims are for people who collect benefits under both programs, total
claims reimbursed are about 6,000 a year.
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Table 2. Estimated Budgetary Effects of Provisions of H.R. 3433 .

By Fiscal Year, in Millions of Dollars
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Segtion 2

Tickets Program for Vocational Rehabilitation Clients-DI

Payments 1o Program Manager 1 2 1 | 2 3 k! 4 4 4
Milestone Payments to Providers 0 a 1 S 11 17 21 24 28 33
Incentive Payments to Providers 0 8 a 3 12 .27 43 66 87 109
Gradual Phase-out of Current
VR System 0 a a -3 -3 -14 .21 -32. 44 .58
" Bencfits Avoided : ‘ 0 a a -4 20 48 .84 .98 112 -126
Extra Benefits Paid 0 a 1 2 - I 1 1 16
Subtotal, DI ) 2 3 5 1 -0 26 227 24 22
Resulting Medicare Savings ® 0 .0 3 a 1 i 1 .2 -9 -20
Total, Provision 1 2 . 3 s 1 9 25 .29 33 4]
Tickets Program for Vocational Rehabilitation Clients-SSI » ,
Payments to Program Manager a ] . a 1 i T 2 2 2 2
Milestone Payments to Providers 0 a 1 3 6 9 10 12 14 16
Incentive Payments to Providers 0 a ] 3 7 12 17 22 28
Gradual Phase-out of Cwrent ‘ :
VR Systemn 0 a a -1 .4 -7 -1t -6 220 229
Benefits Avoided 0 a a -1 -8 12 220 25 229 32
Extra Bencefits Paid 2 0 0 ¢ 0 Q 0 (4 0 0
Subtotal, $SI1 8 1 1 2 a2 -3 -8 -11 -13 .15
Resulting Medicaid Savings c ¢ ¢ c < ¢ ¢ c S <
Total, Provision a1 1 2 a3 8 -1 13 .S
"$1-for-$2” 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 0 (! ¢ 0 ’ 4 2 9 b 9
Total, Provision 0 0 7 1 20 28 29 3 31 i
Section 3
Extension of Medicare from 3 years
10 5 years for clients suspended from : ,
DI who have used a ticket ¢ .0 0 0 0 a a [ 0 0
Section 5
Extension of D] Demonstration :
Project Authority until June 10, 2001 3 S S 3 a 0 0 0 0 0

JE——— - - . T~ . 4 o o Mo 1 st 2 o o B o o s e i e

- - ——

Continued
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Table 2. Continued

By Fiscal Year, in Millions of Dollars .
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Section 7

Pnisoner-Related Provisions
Payments to Prison Officials--

OASDI 2 7 7 8 9 10 10 10 10 10
Payments to Prison Officials--SS1 0 | S i | i i i 1
- Savings in Benefits--OASDI 3 13 .15 .18 20 20 200 .20 20 20
Savings in Benefits--SS1 -1 $ I £ £ A0 A0 JO 10 .10
Total, Provision -3 -3 .45 a7 200 200 200 <20 2200 220
Section 8
Two-Year Open Scason for Enroliment by Clergy

Off-Budgct (OASDI) Revenues 3 7 9 9 10 16 - 10 11 11 1t
On-Budget (HI) Revenues 1 2 2 2 2 2 2 2 3 3
Other On-Budget Revenues . . a 1 -1 -1 -1 -1 -1 -l -1 -1
OASDI Benefits a F a a a 2 2 a ] 2

Total, Provision : , :
(Effect on Deficit) -3 -4 -10 0 11 a1 -1t 12 120 13

Total
"ot : :
" On-Budget ~ ' -1 s 6 6. -6 1 9 .14 22 .35
Off-Budget : A 1 7 10 7 4 d4 A3 3 -1
Tol | -4 1 5 1 -2 =23 29 .38 .46
Revenues

On-Budget a 1 1 ] l i 1 1 i 1
Off-Budget 2 1 2 9 L 10 10 u a  u
Total 3 8 10 10 11 11 11 12 12 13

" Deficit (-) or Surplus (+)

On-Budget T 6 7 7 7 8 10 15 23 36
Off-Budget v a 2 2 1 2 6 24 26 24 2
9 6 9 14 35 a1 471 S8

Towl = : 2 12

Note: Components may not sum 10 totals due 16 rounding.

3. Lless than $500,000., . ’ .

b. These savings would occur under curmrent Medicare law. Section 3 of the bill would alss extend Medicare covernge for certain suspended
recipients. ]

¢. CBO expecis that the vast majority of rehabilitated $$1 recipients would continue 1o get Medicaid coverage through the 1619(b) program.

4. Under the proposal, the Medicare extension would cover only those recipients who retumed to work and used 2 “ticker” under the new
program. The provision would expire 7 years sfler enachment. ‘
¢. The bill would require SSA to test graduated reductions in benefits (such as *$1-for-$2" above 585 or sbove SGA. cummenily $500) on a

' sufficient scale and for a long enough period to permit valid ststistical analysis,
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Clearly, some DI and SSI recipients also return to work without the help of VR agencies.
Rescarch suggests that only 10 percent to 20 percent of DI recipients ever work after they
start collecting 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 DI rec1p:cnts go back to work and are suspcndcd
from the rolls without VR, :

The DI program has several fe’émres that are meant to smooth beneficiaries’ return to work.
Applicants must show that thcy are incapable of substantial work in order to be awarded
benefits. If they do work, the l]aw permits them to eam unlimited amounts for a 9-month
period (known as trial work) and a subsequent 3.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 return to the DI rolls if their earnings sink below
$500. Furthermore, Medicare benefits (for which DI beneficiaries qualify after two years on
the rolls) also continue during the 3 years of cxtended eligibility.

The SSI disability program is restricted to people with low income and few resources:
Although applicants for SSI benefits must meet the same disability criteria as in the D]
program, the SSI program's subsequent treatment of earnings. differs somewhat. SSI
recipients who work get a reduced benefit (essentially, losing 31 of benefits for each $2 of
eamnings over $85 a month) but do not give up their benefit entirely. 1f their earnings top
$500 but they are still medically disabled, they move into section 1619(a) status (and still
collect a small cash benefit). If their eamings rise further, they enter 1619(b) status (whcrc
they collect no cash beneﬁt but still qualify for Medxcald)

H.R. 3433. Thc bill would revamp the VR systcm 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 -

§ years, contingent on their clients’ sustained absence from the rolls.

Under H.R. 3433, SSA would issue tickets to DI and SSI beneficiaries that they could assign
to approved VR providers, whether state, private for-profit, or nonprofit. - The bill would
grant wide latitude to SSA in deciding the terms and conditions of the tickets; SSA
tentatively plans to issue tickets to new beneficiaries at the time of award, unless they are
deemed likely to recover medically, and to current beneficiaries following a continuing
disability review. By accepting a ticket, providers--labeled "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 provxders and
handling the nuts-and- bolts admxmstrauon of the program.
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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 reccive 40 percent of the average DI 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 concemn, 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 cost of a 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 aftcr the program starts operation in an |
area, CBO assumes that it would take nearly 10 years for the new program to run at its full
potential.

CBO assumes that about 7 percent of newly-awarded beneficiaries would seek VR services
if they werc readily available, versus only about 1 percent who receive them under current
law. Both the Transitional Employment Demonstration (TED, a demonstration conducted
in the mid-1980s and confined to mentally retarded recipients) and Project Network (a
demonstration begun in 1992 and open to both DI and SSI beneficiaries) suggested that about
S percent of beneficiaries would enroll in VR if given 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 be in place under H.R. 3433, however, and
those recipients would probably be intcrested in receiving services and would be attractive
to prowdcrs : :

Research suggests that getting VR raises the propensity to work, and only work can lead to
an eamnings-related suspension. 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 of VR. The

- handful of beneficiaries who would 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 semces for many people who
would have worked anyway.

These expected effects can be iliustrated by following the experiences of one hypothetical
cohort of 650,000 disabled workers--the approximate volume of annual awards in 1992
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through 1997. Under current law, about 6,000 would be served 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 carnings, for
at least one month, without any reimbursement to VR. Thus, total suspensions would be
about 13,000, or about 2 percent of the 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 lcast one month, an increase of 8,000 in VR-reimbursed cases. However,
CBO assumes that about 6,000 of these workers would have gone back to work unanded
Thus for this cohort, net VR-related 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 of disabled-worker awards gradually
climbs from 625,000 in 1998 to about 810,000 in 200S. 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 bencficiaries are generally poorer candidates
for VR than new applicants with more recent work experience. Third, CBO adjusted the
numbers for the gradual phase-in of the new system. Under the bill's schedule, assuming
enactment by September 1998, the first services would be rendered at a handful of sites in
" fiscal year 2000. If those clients engaged in trial work in 2001, the first 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 additional suspensions--that is,
suspensions that would n<: occur in the absence of the new program--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 proposal. And the number of suspensions involving no
reimbursement to VR would drop from about 9,000 .in 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 rolls 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 S years, but only if the recipient stays off the rolls, assumptions about
recidivism arc critical. Based on a variety of sources, CBO assumes that recipients
suspended from the rolls have about a two-thirds chance of still being suspended one year
later, about a one-half chance 3 years later (when, technically, their DI enm]ement is
terminated), and a 40 percent chance after S years.
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Effects of the Tickels Program in Dl. The budgetary conécqucnces of H.R. 3433, from the
standpoint of the DJ program, would consist of seven effects:

o Em&guh_emmm__gﬂ--SSA would hire a program manager to coordmate

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 dollars a year. '

o Milesione payments to provid_gg-—As'explai'ncd carlier, the bill would give providers
a choice between a pure outcome-based system (in which providers would get only
periodic payments during the period of suspension) and a blended outcome-milestone
system (in which they could get 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, milestone 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 million for 14,000 gross
suspensions and another $19 million for about 38,000 work efforts. or $33 million
total.

o Incentive pa viders—-The incentive payments would occur over a period
of up to 5 years if the beneficiary remains off the rolls. In the pure outcores system,
they would be 40 percent of average benefits. CBO 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 of 30 percent. In
2002, 1,000 suspended beneficiaries would each generate an incentive payment of 30
percent times about $800 a month, or about $3 million for the year. In fiscal year
2008, gross suspensions of rchabilitation clients over the 2004-2008 period are
assumed to be about 50,000. Some of those would have returned to the rolls, and a
few would have died; CBO assumes that 33,000 of the 50,000 would remain
suspended. At an average benefit of about $900 a month, mcentlvc payments would
total $109 million.

o radual phase-out of current VR em--CBO assumes that, under current law, the
DI trust fund would reimburse claims for VR services (principally claims from state
agencies) of about 4,000 at present (at an average cost of about $11,000), growing to
about 5,300 in 2008 (at an averagc cost of about $14,000). The new program would



gradually réplace 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 tnial work) under the old
system. Thus, in 2008, the current-law VR program is expected to cost about $70
million, and about 80 percent of that would have been superseded by the new system.

H.R. 3433 would grant state VR agencies the option of remaining in the current
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reimbursement system--that is, charging reimbursement for the full amount of costs | ,

incurred after 9 months of work. Whether or not those agencies would choose to |’
remain, though, is largely immatenal to CBO's cstunatc, most clients would be served
by other providers. -

 Ben voided--The various payments to providers discussed above all depend on
. .the number of gross 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 bccn suspended
anyway, they do not generate savings in Dl benefits.

In 2002, of the total 1,000 suspensions of ticket holders, only 400 would constitute
extra rchabilitations. At an average benefit of about S800 a month, savings would be
$4 million. 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 about recidivism, about 12,000 of
those 20,000 would still be off the rolls; at an average benefit of about $900, benefit
savings would be about $126 m:lhon

Em_gqngﬁ;s_m--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 rolls) 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 terms 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 fully phased in, about 500 such
filers would be induced to apply each year, and half would in fact be rehabilitated

10
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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 of 2,400 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 m:lhon ‘

o  Resulting Medicare savings-‘DI recipients who return to work automatically continue
~ to receive Medicare coverage for 3 years afier their suspension from DI. By leading
to the rehabilitation and suspension of more DI recipients, H.R. 3433 would be
expected to generate some savings in Medicare. DI beneficiaries who are capable of
working are probably healthier than other beneficiaries, and their per-capxta 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 still suspended when they complete their
EPE in 2005, and Medicare savings would be a scant §1 million. By 2008, 10,000
extra suspensions arc assumed to have occurred over the 2002-2005 period; 5,000
would still be off the rolls; and $20 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 very 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 the DI benefit savings from the extra suspensions
outweigh, by a slim margin, the costs of paying for those beneficiaries who a.e skimmed by
the providers. Obviously, different assumptions about the relative sizes of these groups
would changc the conclusxons

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

The number of SSI recipients affected by the bill is generally assumed to be only half as
many as in DI. Under current law, SSA generally pays for about 6,000 rehabilitations a
year--4,000 in DI and 4,000 in S8}, of which 2,000 are concurrent. Under the bill, services
rendered by providers to concurrent beneficiaries would essentially be compensated under
the DI rules. Thus, to avoid double-counting concurrent beneficiaries, CBO generally
assumed only half as many cases in its SSI estimates as in the analogous DI estimates.

11
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Average benefits for disabled SSI beneficiaries are also only about half as large as in the DI
program--in 2002, for example, about $400 in SSI versus $800 in DI. 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
concem that providers would be less willing to provide services to the SSI population. CBO
implicitly assumes that providers would serve this group, pcrhaps cmphasmmg checaper
services with repeated interventions if necessary.
Because SSI is limited to beneficianes with low income and few resources, CBO assumed
that there would be few induced filers. CBO also assumed that most SSI beneficiaries
affected by the bill would retain Medicaid coverage through section 1619(b).

: The upshot of H.R. 3433 in the SSI program is a pattern that resemb]es that for DI: small
early costs, giving way to small savings after 2003.

Demonstration Projects. Under current law, after completing the trial work period and the
3-month grace period (during which camings 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, instcad 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

“treatment of eamings more like the SS1; 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.c., 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 of people to file for
benefits. Survey data suggest that there are millions of severely impaired people who are
nevertheless working and not collecting DI. Filing for benefits, and working part-time, might
improve their standards of living. That incentive would be much stronger if the DI program
liberalized its treatment of earnings. The SSA Actuary's office in 1994 estimated that
applying a $1-for-$2 policy for earnings above $500 would cost $5 billion in extra DI
benefits over a 5-year period and that setting the threshold at $85 would cost $2 billion. ;

H.R. 3433 would require SSA to conduct demonstrations to test the effects of a $1 reduction
in benefits for each $2 of earnings. [t would require that SSA conduct the demonstrations
on a wide enough scale, and for a long enough pcriod, 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 permit observation of the expected induced filers and that the incentives
themsclves would have to be promised to the beneficiaries for an indefinite period. Because
the demonstrations would pose formidablc issues of design and administration, CBO 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 enable the
effect of the incentives to be isolated from the effects of the new VR program. Even a
relatively small-scale demonstration might thereby apply to approximately 2 percent to 3
~ percent of the nation. Multiplying that percentage times the DI benefit costs contained in the
Actuaries’ 1994 memo suggests that the demonstration would, after intake is complete, cost
almost $20 million in extra DI 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 DI rolls.
Finally, CBO assumes that running the demonstrations and collecting and analyzing data
would be handled by an expert contractor, at a cost of several million dollars a year. In sum,

the $1-for-$2 demonstration projects mandatcd by the bill are estimated to cost $190 million
over the 2001-2008 period. :

Extended Medicare Coveragev (Section 3)

As noted before, DI 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. Furthermore, the coverage would expire 7 years after enactment (that
is, in September 2005, under CBO's assumption).

Since CBO assumes that the first batch of VR clients under the new tickets program would
be suspended in 2002, their 3-year period of extended Medicare eligibility under current law
would expire in 2005. Therefore, the proposed extension would expire before it would have
significant costs. CBO assumes costs of just $1 million in 2005.

Other Pfovlsions

The other provisions of H.R. 3433 are mostly technical corrections and clarifications to the
“Social Security Act. Those technical corrections have passed the House twice previously,
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 (Section 5). SSA has the authority to conduct certain
research and demonstration projects that occasionally require waivers of provisions of Title
11 of the Social Security Act.. That waiver authority expired on June 10, 1996. This bill
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-called $1-for-$2 demonstrations that would be required by Section 2 of this bill; those
demonstrations are costlier and longer-lasting 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 million
and $4 million annually on the affected projects. Because the proposed extension would be
for 3 years, CBO judges that it would lead to outlays of $15 million, chiefly in fiscal years
2000 and 2001. :

Provisions An‘ecung Prisoners (Section 7). H.R. 3433 would also strengthen restrictions
on the payment of Social Security benefits to prisoners. Current law sets strict limits on the
payment of SSI benefits to incarcerated pcople and somewhat milder limits on payments of
OASDI. SSI recipients who are in prison for a full month--regardless of whether they are
convicted--are to have their benefits suspended while they are incarcerated. OASDI
recipients who have been convicted of an 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 still collect OASDI benefits. Those provisions are
enforced chicfly 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 information that led to the
1dentification of ineligible SSI recipients. The payment is $400 if the institution reports
information within 30 days of confinement and $200 if the report is made 30 to 90 days after
confinement. The law also exempts matching agreements between SSA and correctional
institutions from certain provisions of the 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 jail
while they await trial could continue to collect benefits.) CBO estimated the effects of this
provision, like its predecessor in the welfare reform law, by analyzing data from several
sources that suggest about 4 percent to 5 percent of pnisoners 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 not signed an agreement, had not renewed it promptly, or dld 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 million to correctional institutions out of the OASDI trust funds and benefit
savings of $69 million, for a net saving of $37 million. CBO also expects that the broader
arrangement, by doubling the pool of potential payments, would encourage more correctional
institutions to submit information accurately and promptly and would therefore lead to
spillover savings m the SSI program amounting to nearly $30 million over the 1999-2003
penod.

Open Season for Clergy to Enroll in Social Security (Section 8). Under current law,
ministers of a church are generally treated as sclf-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 Revenue
Service before the tax filing date for their second year of work in the ministry. H.R. 3433
would give those ministers a chance to revoke their exemptions. It would give them a two-
year window--ending on the tax filing deadline for the second taxable year beginning after
December 31, 1998--t0 exercise that option. - o )

In 1977 and 1986, the clergy were offered‘a similar opportunity to opt back into Social
Security. Based on that experience, CBO estimates 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 thercafter. 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-employed individuals, ministers paying Social Security could 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-go
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. Only changes
affecting on-budget outlays and receipts (that is, those in non-Social Security programs)
affect the pay-as-you-go scorecard. For purposes of cnforcing 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 Effects of H.R. 3433

By Fiscal Year, in Millions of Dollars ‘
1999 -2000 2001 2002 2003 2004 2005 2006 2007 2008

Change in Outlays 4 5 6 6 6 1 9 -4 -22 35

Change in Receipts a ] 1 1 1 | ) 1 1

Note: Componenis may not sum to totals due 10 rounding.
2. Less than $500,000.

Social Security outlays and receipts do not appear on the pay-as-you-go scorccard, but the
House of Representatives tracks them separately. That tally includes effects only for the year
in which the legislation 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 laws
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 Secunty trust funds. Therefore,
outlays for purposes other tharn benefits--such as the payments to VR providers and to pnson
ofﬁczals 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 Security Scorecard in the House of Representatives

By Fiscal Year, in Millions of Dollars

1998 1999 2000 2001 2002
Scorecard at Start of 1998 . i : ,
OASDI Taxes . 146 80 - . -
OASDI] Benefits 277 -114 75 - -
Net Effect 223 . 194 -5 - -
Ticket to Work and Self-Sufficiency Act of 1998 (H.R. 3433) ‘
OASDI Taxes . 8 9 9 9
OASDI Benefits ' 0 -3 -13 -11 -12
Net Effect , 0 11 22 20 21
Scorecard Assuming Enactment of H.R. 3433 : ‘ :
OASDI Taxes 146 88 9 "9 9
OASDI Benefits ‘ -17 117 62 “11 -12
Net Effect . 223 205 - -53 20 21.

Note: Components may not surmn w totals due to rounding.

H

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, technically, 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 data to SSA that CBO estimates
would total $35 million over the 1999 -2003 period.

ESTIMATED IMPACT ON THE PRIVATE SECTOR

H.R. 3433 contains no private-sector mandates as defined in UMRA.
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