CHANGES IN PRoGRAM PoLicy INFLUENCING PROGRAM SizE

Introduction

Changes in Policy Influencing—
Disability Awards
Disability Awards for Mental Disorders
Disability Terminations

Disability Terminations for Return to Work
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INTRODUCTION

Policy changes can have direct effects on program size. Changes in the way that the
Social Security Administration makes disability decisions can affect the number of
persons entering the disability programs, as was the case with the changes in the criteria
for determining disability for mental disorders that were enacted as part of the 1984
Amendments. In the overview section of this book, a brief history of policy changes was
presented (see pp. 7-9). In this section, those changes will be discussed with reference to
program size, particularly with respect to entry into and exit from the disability programs.

The purpose of this section is to show trends leading up to policy changes and the
trends that follow them. It is not possible to measure definitively the contribution each
policy change has made to the trends of the disability programs, because numerous other
factors play a role in influencing trends. The reader is cautioned that correlation does not
imply causality, and one must keep in mind the totality of factors that may have contrib-
uted to trends in the disability programs.
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Changes in Policy Influencing—

DisaBIiLITY AWARDS

Policy changes appear to play predictable roles in determining awards of disability benefits. Reductions in benefits
for the DI program and program changes in the late 1970s and early 1980s appear to have led to fewer applica-

tions and fewer awards for the DI and SSI programs.

them, 1970-2003

Chart 49. Number of awards of disability benefits and policy changes affecting
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SOURCES: Annual Statistical Report on the Social Security Disability Insurance Program, 2003, Table 31; SSI

NOTE: COLA = cost-of-living adjustment; DA&A = drug addiction and alcoholism.

In the early 1970s, Congress enacted changes

that increased the levels of benefits paid under the
Social Security disability program. These changes
included ad hoc, across-the-board benefit increases
of 15 percent in 1970, 10 percent in 1971, 20 percent
in 1972, and 11 percent in 1974. Automatic cost-of-
living adjustments (COLAs) began with the first COLA
in June 1975. Medicare was added to the disability
program effective in 1973. The increasing benefits
(higher cash benefits and Medicare) probably contrib-
uted to the growth of the disability program in the early
to mid-1970s.

74 ¢ Trends in the Social Security and SSI Disability Programs

Growth in the disability rolls during the early to
mid-1970s prompted Congress to enact legislation to
slow the growth, in part by reducing benefits. The 1977
Amendments “decoupled” the effects of inflation on
earnings and the adjustments of the consumer price
index (CPI) in the benefit formula to reduce the unin-
tended increase in disability benefits and replacement
rates. This decoupling was accomplished by indexing
earnings in the benefit formula and applying CPI adjust-
ments to benefits rather than to the benefit formula.

As part of the 1980 Amendments, additional benefit
reductions were instituted by capping the family benefit



Changes in Policy Influencing—

DisaBiLITY AWARDS (CONT.)

amount and reducing the number of dropout years in
the benefit calculation. In 1981, Congress eliminated
the Social Security minimum benefit (minimum primary
insurance amount) and placed a cap on the replace-
ment rate from all public disability program benefits. As
can be seen in Chart 49, fairly significant reductions in
benefits and replacement rates probably contributed

to a decline in awards from 1977 to 1982. The 1980
Amendments also required SSA to conduct more
preeffectuation quality reviews for favorable decisions.

The 1984 Amendments, enacted in response to
public outcry over disability policy in the early 1980s,
mandated that SSA develop new disability standards
for individuals with mental disorders, evaluate pain
as part of the decision process, place emphasis on
evidence from treating physicians in the decision
process, and consider the impact of multiple nonsevere
impairments in determining disability. The decline in
award rates and the decrease in disability beneficiaries
in the early 1980s began to reverse itself, and growth
accelerated in the late 1980s and early 1990s. Awards
for mental disorders continued to increase, both in
absolute numbers (Chart 50) and as a percentage of
awards (Charts 27, 30, and 33), after the new mental
listings, which focused on functioning, were imple-
mented in 1986. Awards for mental disorders continue
at higher levels today.

SSA has, from time to time, conducted outreach
activities to increase public awareness of the disability
programs and help potentially eligible individuals apply
for benefits. In 1990, a major outreach program was
instituted for the SSI disability program. This program
came in the aftermath of a period of deinstitutionaliza-
tion of the disabled, particularly those with mental
disorders, and an increase in homelessness. The
outreach efforts probably contributed not only to the
increase in the SSI recipient population but also to an
increase in concurrent beneficiaries (that is, persons
eligible for disability benefits under both Social Security
and SSlI) in the early 1990s.

The Zebley court case was initiated by advocates
for children with disabilities who objected to disability
decisions for children that were based solely on the
medical listings as not being of comparable severity
to adult standards, as stated in the law. The decision
process had no consideration of factors that contributed
to disability at a level that was less severe than that in
the listings (that is, there was no decision equivalent to
steps 4 and 5 in the adult decision process). In 1990,
the U.S. Supreme Court ruled for the plaintiffs, and
SSA was required to make changes to the way claims
for SSI disabled children were decided. The new deci-
sion process centered on the functioning of the child
(for example, age-appropriate behavior), and, as with
the mental listings for adult applicants, the number of
awards rose quickly. The number of SSI child recipients
more than tripled between 1989 (before Zebley) and
1995. The number of SSI awards to children based
on mental disorders increased significantly, with a
heightened awareness surrounding attention deficit
hyperactivity disorder (ADHD) and mental disorders
that resulted in maladaptive behavior. Awards for low
birth weight also increased dramatically.

In 1996, Congress passed reform legislation that
resulted in changes to the way noncitizens were treated
by the SSI program and eliminated drug addiction
and alcoholism (DA&A) as the basis for a finding of
disability. These changes probably produced only small
changes in awards. The effect of the DA&A change
probably had a larger effect on the SSI program than it
did on the DI program, since it led to larger numbers of
SSI terminations. Later that same year, welfare reform
legislation changed the Zebley-based criteria for SSI
children and may have reduced SSI awards to children,
because the comparable severity standard was
replaced with a stricter requirement of “marked and
severe functional limitations.” The legislation also ended
the use of individualized functional assessment, and it
targeted mental disorders that manifested themselves
as maladaptive behavior.
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Changes in Policy Influencing—

DisaBILITY AWARDS (CONT.)

Other internal policy changes have occurred
within the disability programs that are too numerous to
mention. There have been revisions to medical listings,
including elimination of the obesity listing in 1999 and
the issuance of new musculoskeletal listings in 2002.

There are also nondisability policy changes that
influence the disability programs. Legislation in 1983
designed to make the Social Security program solvent
raised the age for full retirement to 67 in staged
increases. Early retirement is still available for persons
aged 62, but beginning in 2003 the larger actuarial
reduction for persons younger than the full retirement
age may serve to increase the attractiveness of the DI
program. Although it is too early to know with certainty
the magnitude of the effect on the DI program, there

76 ¢ Trends in the Social Security and SSI Disability Programs

are many reasons to believe this change is likely to
increase the number of DI beneficiaries. The number
of older beneficiaries entering the DI program will
increase as the retirement age increases to 67 and
additional older workers are eligible for the DI program.
The increase in the full retirement age to 67 will also
result in longer stays on the DI rolls for many benefi-
ciaries, since conversion to the retirement program
will occur at older ages. Again, the increase in the
full retirement age could increase incentives to seek
disability benefits, particularly for persons in their 60s
who face higher actuarial reductions for early retire-
ment.



Changes in Policy Influencing—

DISABILITY AWARDS FOR MENTAL DISORDERS

New mental listings put in place in 1986 seem to have led to continuing increases in the number of awards for
mental disorders other than mental retardation, initially from the 1984 backlog and then continuing for several
more years. Changes from welfare reform legislation, which mandated a stricter definition of disability for children
and which were put in place in late 1996, do not seem to have reduced awards to SSI children with mental
disorders, because these awards began to increase shortly thereafter.

Chart 50. Number of awards for the diagnostic category of mental disorders and
policy changes affecting them, 1980-2003
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SOURCES: Annual Statistical Report on the Social Security Disability Insurance Program, 2003, Table 36; SSI
Annual Statistical Report, 2003, Tables 48 and 49.

NOTES: Between 1995 and 1996, changes were made in the series, and data are not directly comparable. The
SSI series includes only mental disorders other than mental retardation. Because of limitations in the histori-
cal data series, the DI workers series includes all mental disorders and does not exclude mental retardation. In
recent years, awards based on mental retardation have consistently accounted for 10 percent to 13 percent of
awards to DI workers based on mental disorders, with nearly 90 percent being other mental disorders.

DA&A = drug addiction and alcoholism.

In the 1984 Amendments, Congress mandated that
SSA develop new disability standards for individuals
with mental disorders, including mandatory special-

ist reviews of denials. Awards for mental disorders
continued to increase after new mental listings, which
focused on functioning, were implemented in 1986, and
they continue at higher levels today.

The Zebley court case in 1990 resulted in new
disability criteria for deciding claims for SSI disabled
children’s benefits. The new criteria centered on the
functioning of the child (for example, age-appropriate
behavior), and the program saw awards to children
increase dramatically and the number of SSI child
recipients more than triple between 1989 (before
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Changes in Policy Influencing—

DISABILITY AWARDS FOR MENTAL DISORDERS (CONT.)

Zebley) and 1995. A significant portion of the increase assessment and certain references to maladaptive
in awards involved mental disorders other than mental behaviors in the mental listings that had been in
retardation, with much attention directed at awards place since 1991, pursuant to the Zebley decision.
based on attention deficit hyperactivity disorder (ADHD)  This change established a listings-level standard for
and various mental disorders manifesting themselves in  disabled children under the SSI program that could

maladaptive behaviors. be expected to reduce awards. However, the number
of SSI awards to children for mental disorders began
Welfare reform legislation passed by Congress increasing again after 1997, and in 2003 reached an

in 1996 changed the definition of disability for SSI all-time high.

children, eliminating the individualized functional

78 ¢ Trends in the Social Security and SSI Disability Programs



Changes in Policy Influencing—

DiISABILITY TERMINATIONS

Policy changes enacted in 1980 and accelerated reviews in 1982 and 1983 increased the number of terminations.
The moratoriums on continuing disability reviews on mental disorders in 1983 and on all CDRs in 1984 and the
adoption of the medical improvement review standard resulted in large reductions in terminations.

affecting them, 1970-2003

Thousands

Chart 51. Number of terminations of disability benefits and policy changes
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SOURCES: Annual Statistical Report on the Social Security Disability Insurance Program, 2003, Table 45;
2004 Annual Report of the Supplemental Security Income Program, Table IV.B5.

NOTE: CDR = continuing disability review; DA&A = drug addiction and alcoholism.

The 1980 Amendments included a requirement that
SSA conduct continuing disability reviews (CDRs)
every 3 years, except for persons expected to be
permanently disabled.! In the early 1980s, these
medical reviews were accelerated, with large numbers
of beneficiaries terminated by the reviews under a new
standard. The outcry over the high termination rate,

as well as numerous court cases, led to a nationwide

1. CDRs may be done more frequently than every 3 years, as
is generally the case for persons who are expected to improve
medically.

moratorium on continuing disability reviews for most
mental disorders in 1983 and for all cases in 1984,
although some states had suspended all CDRs before
the national moratoriums.

In 1986, SSA began to conduct CDRs again,
employing the new medical improvement review stan-
dard mandated by Congress in the 1984 Amendments.
In 1994, legislation (P.L. 103-296) mandated that SSA
conduct continuing disability reviews on a minimum
of 100,000 SSI recipients a year from 1996 to 1998.
Before 1996, very few CDRs were conducted on SSI
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Changes in Policy Influencing—

DISABILITY TERMINATIONS (CONT.)

recipients, and the reviews were predominantly on
concurrent beneficiaries receiving Social Security
benefits.

In 1996, during the era of welfare reform, Congress
enacted changes that required SSA to change
disability criteria. First, in P.L. 104-121, drug addiction
and alcoholism was removed as a basis for disability,
which led to an increase in terminations of adults in
the DI and SSI programs in 1996. That legislation
also provided dedicated funding for SSA to conduct
continuing disability reviews of both Social Security and
SSI disability beneficiaries from 1996 to 2002. Second,
legislation (P.L. 104-193) tightened the definition of
disability and eligibility criteria that were established for
SSI children after the Zebley decision; required rede-

80 ¢ Trends in the Social Security and SSI Disability Programs

terminations of awards to SSI children awarded on the
basis of the Zebley decision that initiated individualized
functional assessment and certain diagnostic criteria;
mandated redeterminations that applied adult disability
standards for all SSI children who were within a year
of their 18th birthday; and mandated the review of all
awards for low birth weight for children nearing their
first birthday. These reviews and redeterminations led
to an increase in terminations of SSI children in 1997
but were followed by the reinstatement of provisional
benefits for some children whose payments were
ceased while SSA initiated a rereview of those cases.
Terminations peaked a second time in 1999 as appeals
were exhausted and SSA rereviews were completed.



Changes in Policy Influencing—

DISABILITY TERMINATIONS FOR RETURN TO WORK

It does not appear that policy changes have resulted in any significant increases in successful returns to work.
Consequently, changes in policy appear to have had little influence on termination rates.

There have been various changes to program work
incentives to encourage return to work and increase
program exit, although it does not appear that any of
these changes resulted in any significant increase in
successful return to work and consequently appear to
have done little to influence termination rates.

The 1980 Amendments made several major
changes to work incentives. A 15-month extended
period of eligibility, which permits beneficiaries whose
disability benefits are ceased because of work to
regain their benefits if their earnings fall below the
substantial gainful activity level, and a 36-month period
of extended Medicare were added to the Disability
Insurance program. Provisions were added to the SSI
program that enabled SSI recipients to work without
the fear of losing cash payments or Medicaid eligibility
(sections 1619a and 1619b were implemented for a
limited period and were made permanent in 1986).
Impairment-related work expenses were added to
the SSI and DI programs, and the Plan for Achieving
Self-Support was added to SSI. The 1980 Amendments
eliminated the need to serve a second waiting period
for cash benefits for disability beneficiaries who
returned to the program within 60 months of a termina-
tion. They also eliminated a second Medicare waiting
period for a disabled worker returning to the disability
rolls within 60 months and for a disabled widow(er) or
disabled adult child returning to the DI program within
84 months of termination.

Beginning in 1988, the extended period of eligibil-
ity was increased from 15 months to 36 months. In
1989, DI beneficiaries who exhausted their extended
Medicare eligibility were permitted to buy into the
Medicare program to maintain coverage.

The trial work period was established in 1960 to
encourage the disabled to test their ability to work. It
permitted beneficiaries to work for 9 months (which
need not be consecutive) and earn as much as they
were able to without losing cash benefits. Beginning
in 1992, the 9-month trial work period was changed to
a rolling 9 months in any 60-month period, permitting
persons who failed at a work attempt to obtain addi-
tional months of trial work.

In 1999, the Ticket to Work and Work Incentives
Improvement Act made further major changes to work
incentives. Extended Medicare coverage was increased
to 102 months from 36 months. The Ticket to Work
made private vocational rehabilitation providers eligible
for payments for successful rehabilitation. Under the
Ticket, providers receive outcome payments for months
in which the beneficiary’s cash benefit is suspended
for work. They also have the option to elect milestone
payments, which reduce later outcome payments. The
legislation permits disabled beneficiaries who can no
longer work an “easy-back-on” option to again receive
cash payments. The law prohibits SSA from using
a beneficiary’s return to work to trigger a continuing
disability review, prohibits termination for medical
improvement if the beneficiary is using the Ticket,
and precludes SSA from using evidence from work to
show medical improvement. The law also authorized
additional options for states to offer Medicaid buy-ins
for the disabled who work.
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