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The Beneficiary Rehabilitation Program, es- 
tablished to save social security trust funds, 
has been marginally successful. HEW claims of 
program savings have been overstated. 

State vocational rehabilitation agencies have 
had problems complying with the program’s 
guidelines, and HEW’s implementation and 
evaluation have been inadequate. 

HEW should make a concentrated effort to 
return the maximum number of disabled 
beneficiaries to self-sufficiency. To support 
this effort, the Congress should change the 
present fixed-percentage method of financing 
to a method which relates funding to the 
demonstrated program success in providing 
savings to the trust funds. 
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COMPTROLLER GENERAL’S 
REPORT TO THE CONGRESS 

IMPROVEMENTS NEEDED IN 
REHABILITATING SOCIAL 
SECURITY DISABILITY 
INSURANCE BENEFICIARIES 
Department of Health, Education, 

and Welfare 

DIGEST ------ 

The Social Security Amendments of 1965 
authorized the use of social security trust 
funds to pay for vocational rehabilitation 
services to disabled beneficiaries. To this 
end the Beneficiary Rehabilitation Program is 
managed jointly by the Rehabilitation Serv- 
ices Administration and the Social Security 
Administration of the Department of Health, 
Education, and Welfare (HEW). 

The program’s primary purpose is to return the 
maximum number of disabled beneficiaries to 
work so that savings in avoided benefit pay- 
ments and the additional social security con- 
tributions from their earnings would equal or 
exceed the amounts paid for the rehabilitation 
services. 

Presently program funding is based on a fixed 
percentage of the preceding year’s disability 
payments without regard to whether the pro- 
gram has achieved the desired results. Con- 
sequently, increases in total disability pay- 
ments automatically provide more funds for 
the program. (See p. 28.) 

GAO, having noted several problems in program 
administration, recommends that HEW: 

--Insure that actuarial assumptions used in 
attributing savings to the program are con- 
sistent with the program’s eligibility 
criteria. 

--Develop an adequate information system for 
measuring program results and gauging pro- 
gram potential. (See pp. 23 and 24.) 

I 

--Give State vocational rehabilitation agen- 
cies technical assistance in interpreting 
program goals and applying eligibility 
criteria. (See p. 24.) 
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--Initiate HEW headquarters overview of the 
HEW agencies responsible for administering 
the program. (See p. 23.) 

--Initiate an outreach effort for disabl.ed 
beneficiaries who may not have had the 
opportunity to participate in the program. 
(See p. 29.) 

--Enforce the provision in the Social Security 
Amendments of 1965 authorizing the Social 

, Security Administration to withhold disabil- 
ity payments from beneficiaries who refuse 
vocational rehabilitation services without 
good cause. (See p. 37.) 

--Provide that cases of beneficiaries eligible 
for vocational rehabilitation services be 
maintained in open status until their dis- 
ability benefits are terminated. (See 
p. 24.) 

These recommendations were the result of 
GAO’s questioning whether rehabilitation 
services caused the benefit termination in 
about 63 percent of the cases which were 
accepted for services and later terminated 
in the four States reviewed. 

GAO believes the savings HEW attributed to 
the program were considerably overstated, 
that the program was operating close to the 
break-even point, and that there could be a 
downward trend in the savings computation. 
(See ch. 2.) 

Also, the program’s resources have been di- 
rected; in part, toward serving temporarily 
disabled beneficiaries who did not meet 
eligibility criteria. These beneficiaries 
might have met the less stringent criteria 
of the basic State vocational rehabilitation 
program for which the Federal share of costs 
is 80 percent. As a result, some potentially 
eligible beneficiaries may not have had the 
opportunity to receive vocational rehabilita- 
tion services. (See pp. 26 to 28.) 

HEW generally agreed with GAO’s major recom- 
mendations and had taken or planned to take 
steps to implement them. However, HEW 
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expressed concern that certain of the recom- 
mendations presented implementation problems. 
(See app. I.) 

GAO recommends that the Congress consider 
changing several procedures which can affect 
the operation of the program, including: 

--Temporarily freezing the amount of social 
security trust funds available for financ- 
ing the program until iiE’vJ can devise a sys- 
tem to provide accurate information on the 
program’s success in returning disabled 
beneficiaries to work. (See pp- 29 and 30.) 

--Changing the current fixed percentage method 
of financing the program to a method which 
relates funding to the program’s demons- 
trated success and potential. (See pp. 29 
and 30.) 

--Requiring the Board of Trustees of the Fed- 
eral Old-Age and Survivors Insurance and 
Disability Insurance Trust Funds to include 
in its annual report on the operation and 
status of the trust funds an evaluation of 
the program’s operation. (See pp. 15 
and 29.) 

--Establishing a formula method to reduce 
monthly disability benefits of beneficiaries 
who attempt work according to their demons- 
trated earnings capacities. At present all 
benefits are discontinued when beneficiaries 
demonstrate the capability of engaging in 
“substantial gainful activity,” currently 
defined as the capability of earning $200 a 
month. (See p. 38.) 

--Rescinding the requirement that disabled 
beneficiaries wait 24 months for Medicare 
eligibility if their benefits were termi- 
nated but later reinstated because they 
were unable to continue working. (See 
p. 38.) 

Tear Sheet iii 



CBAPTER 1 --II- 

INTRODUCTION - II- 

The Social Security Amendments of 1965 provided for 
using trust funds 1/ to reimburse State vocational rehabili- 
tation agencies foT the cost of services provided to benefi- 
ciaries of the Social Security Disability Insurance program. 

The Congress intended that these trust funds, composed 
of contributions withheld from wages of workers and amounts 
paid by employers and self-employed persons, would be used to 
return the maximum number of beneficiaries to employment so 
that savings would result to the trust funds. In addition, 
the individuals concerned and society would gain when the 
disabled individuals returned to productive activity. These 
concepts are expressed in the following quotation included 
in the “Vocational Rehabilitation Counselors Handbook For SSA 
Disability Applicants.” 

‘I* * * an increased number of disabled workers 
who are rehabilitated would benefit not only the 
individuals involved but also society in general. 
For the rehabilitated individual the gain would 
not only be in increased income but also in the 
satisfaction flowing from his restoration to a 
useful economic role in society. * * * It is 
wasteful and short-sighted for the social secur- 
ity system to be paying benefits to disabled 
persons if a lesser expenditure of funds would 
insure their return to work.” 

The program-- called the Beneficiary Rehabilitation Program-- 
began in early 1966. 

Before this program began, State vocational rehabilita- 
tion agencies served very few disabled beneficiaries? This 
situation persisted even though earlier social security leg- 
islation provided that disabled persons be referred to State 
agencies for services. 

Believing that more disabled beneficiaries could be re- 
turned to work, the Congress provided that trust funds be used 
to finance 100 percent of the cost of rehabilitating selected 
beneficiaries. The loo-percent funding provision contrasts 
with the basic State vocational rehabilitation program for 
which the Federal share of costs is 80 percent. Federal funds 
for the basic vocational rehabilitation program are appropri- 
ated from general revenues. 

L/Includes the Disability Insurance Trust Fund and the Federal 
Old-Age and Survivors Insurance Trust Fund. 
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PROGRAM ADMINISTRATION -- 

After enactment of the Social Security Amendments of 
1965, the Department of Health, Education, and Welfare (HEW) 
assigned responsibility for managing the Beneficiary Rehabili- 
tation Program to two of its agencies--the Social Security 
Administration (SSA) and the Rehabilitation Services Adminis- 
tration (RSA). Responsibility for establishing basic program 
policies and criteria and evaluating program effectiveness 
was assigned to SSA. RSA was made responsible for implement- 
ing the program and providing technical assistance to State 
rehabilitation agencies, which administer the program’s day- 
to-day operations. The State’ agencies select persons to be 
served, decide the type and extent of services to be provided, 
and furnish reports required by RSA and SSA. 

The Board of Trustees of the Federal Old-Age and Survi- 
vors Insurance and Disability Insurance Trust Funds is re- 
quired to report annually to the Congress on the operation, 
status, and gene’ral policies followed in managing the trust 
funds. In its 1975 annual report, the Board of Trustees esti- 
mated that the assets of the Disability Insurance Trust Fund 
would be exhausted by 1980. 

THE DISABILITY’ REHABILITATION PROCESS - 

The steps leading to the Beneficiary Rehabilitation Pro- 
gram begin for a physically or mentally impaired person upon 
application for disability benefits at any SSA district 
office. The application is forwarded to the State disabil- 
ity determination unit, where medical and other evidence 
necessary for evaluation is developed. A State team consist- 
ing of a physician and a professional adjudicator determines 
whether disability exists under SSA-prescribed criteria and 
regulations. 

If an applicant is found to be d’isabled, the team recom- 
mends to SSA whether a future medical reexamination should be 
scheduled and, if so, the date. A reexamination is scheduled 
when a beneficiary’s impairment is expected, after continuing 
for 12 months or more, to improve sufficiently for the person 
to engage in substantial gainful activity, The establishment’ 
of a reexamination date is called a diary. 

With each initial determination or redetermination of 
disability, each beneficiary who appears to have rehabilita- 
tion potential ‘is referred with medical and other pertinent 
evidence to the State vocational rehabilitation agency. 



Selection of beneficiaries --- y---x. 
go receive-ZGices 

The 1965 amendments required the Secretary of HEW to 
develop oriteria for selecting individuals to receive 
rehabilitation services under the Beneficiary Rehabilitation 
Program. The criteria were to be based on the savings which 
would accrue to the trust funds as a result of rehabilitating 
the maximum number of individuals into productive activity. 
If the State rehabilitation agency certifies that a benefi- 
ciary meets these criteria, the cost of rehabilitation can 
be borne by trust funds. HEW developed the following four 
criteria for selecting beneficiaries to receive trust-fund- 
financed rehabilitation services: 

--The disabling physical or mental impairment is not so 
rapidly progressive as to outrun the effect of voca- 
tional rehabilitation services or to preclude restora- 
tion of the beneficiary to productive activity. _ 

--The disability without the services planned is ex- 
pected to remain at a level of severity resulting 
in the continuing payment of disability benefits. 

--A reasonable expectation exists that providing such 
services will result in restoring the individual to 
productive activity. 

--The predictable period of productive work is long 
enough that the benefits which would be saved and 
the contributions which would be paid to the trust 
funds from future earnings would offset the costs 
of planned service. 

Beneficiaries not meeting these criteria, including many 
in our random samples, could be considered for services under 
the basic State vocational rehabilitation program. 

Rehabilitation process 

After a beneficiary is selected for the program, the 
State rehabilitation agency develops a plan and provides for 
the appropriate services &/ necessary to attain the plan’s 
goal. The Beneficiary Rehabilitation Program’s rehabilita- 
tion goal must be competitive employment leading to the bene- 
ficiary’s removal from the disability rolls. In contrast, 
the basic State rehabilitation program’s goal can be homemak- 
ing r sheltered employment, or unpaid family work, none of 
which would be likely to result in termination of benefits. 

L/See app. III for a description of vocational rehabilitation 
services. 
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If a beneficiary reaches the goal established in the 
rehabilitation plan and maintains that status for at #least 
60 days, the State agency may classify the case “rehabili- 
tated. ” The case is then reported to SSA headquarters, which 
may initiate a continuing disability investigation to deter- 
mine whether. the beneficiary should be removed from the bene- 
fit rolls. 

Termination of social secura 
disabilitv benef,its 

Disability benefits are terminated when persons medically 
recover and can work or when they demonstrate that they can 
work despite their impairment. In the latter instance, bene- 
ficiaries are granted a 9-month trial work period during 
which they continue to receive disability benefits while 
testing their earning capacity and ability to continue work. 

When a State rehabilitation agency reports a “rehabili- 
tated” case to. SSA and the social security disability benefits 
of that person are terminated, the SSA actuary includes the 
case in periodic savings computations for the Beneficiary Re- 
habilitation Program. 

PROGRAM FUNDING 

The 1965 amendments provided for the program to be fi- 
nanced from social security trust funds based .on an amount 
necessary to pay for the cost of vocational rehabilitation 
services with a maximum’not to exceed a fixed percentage of 
the prior year’s total disab,ility payments.’ At program in- 
ception in 1966, funds annually, available could not exceed 
1 percent of the prior year’s payments. The percentage re- 
mained at 1 through’ fiscal year 1972 but increased to 1.25 in 
1973 and 1.5 in 1974 and thereafter. .Thus the Beneficiary 
Rehabilitat,ion Program’s expansion has been commensurate with 
recent increases in social security disability payments as 
shown below. 

‘1, 
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Year 
(note 2) 

Social security 
disability payments 

(000,000 omitted) 

Social security trust 
funds in the Beneficiary 

Rehabilitation Program 
Available Spent 

(000 omitted) 

1967 $ 2,113 $ 14,800 
1968 2,523 16,000 
1969 2,806 18,037 
1970 3,386 21,580 
1971 4,146 24,731 
1972 4,911 30,445 
1973 6,266 45,370 
1974 7,524 69,705 
1975 (note b) 9,107 83,000 
1979 (note b) 14,779 200,000 

$ 9,785 
15,990 
17,557 
20,984 
24,376 
30,372 
42,935 
56,464 

a/Social security disability payments are shown by calendar 
year I while funding for the Beneficiary Rehabilitation Pro- 
gram is by fiscal year. 

b/Estimated. 

SCOPE OF REVIEW 

After initiating a survey of the Beneficiary Rehabilita- 
tion Program, we received a request, dated April 25, 1974, 
from the Chairman, House Committee on Ways and Means, express- 
ing concern about several areas of the program. (See app. II.) 
The request emphasized the Committee’s interest in program ef- 
fectiveness and its concern with recent program growth and 
with savings credited to the tru-st funds as a result of the 
program. 

We reviewed selected aspects of the program to reply to 
the Chairman’s request and to determine its effectiveness 
in returning disabled beneficiaries to work. 

Our findings and conclusions are based principally on re- 
views of legislation and RSA and SSA policies and procedures 
and analyses of randomly sampled cases from California, Mary- 
land, Pennsylvania, and Texas. We also evaluated program ac- 
tivities at RSA headquarters in Washington, D.C.; SSA head- 
quarters in Baltimore, Maryland: HEW regional offices in 
Philadelphia (Region III), Dallas (Region VI), and San Fran- 
cisco (Region IX); and State agencies and disability deter- 
mination units in the four States. About 23 percent of the 
Nation’s social security disability beneficiaries reside in 
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these States. We discussed our findings with State and Fed- 
eral officials. 

We selected five samples (see app. IV), each designed to 
provide information on a particular aspect of the program. 



CHAPTER 2 -_I 

DOES THE PROGRAM SAVE --- 

SOCIAL SECURITY TRUST FUNDS? --- -- 

Although in many cases rehabilitation services led to 
the termination of benefits for persons having severe impair- 
ments, in most cases reviewed vocational rehabilitation serv- 
ices had little or no impact on disability payments. In most 
cases in which disability benefits were terminated, either 
the beneficiary’had been expected to medically recover, which 
would make him ineligible for the program, or services pro- 
vided had had little or no impact on benefits. 

Because the SSA actuary included these cases in comput- 
ing the amount of savings to the social security trust funds, 
the claimed savings have been greatly overstated. Steps 
should be taken to insure that savings are claimed only for 
those cases in which rehabilitation services were instrumental 
in terminating the beneficiaries’ benefits. 

Also, the Board of Trustees in its annual report should 
provide the Congress with more information on the progress 
and problems of the program. 

HEW CLAIMS OF PROGRAM SAVINGS 

The decision to authorize the use of social security 
trust funds to finance the cost of rehabilitating disability 
beneficiaries was based on the expectation that savings in 
avoided benefit payments and the additional social security 
contributions from earnings of rehabilitated workers would 
equal or exceed the costs of rehabilitation. Beneficiaries 
with the most potential for providing savings to the trust 
funds were to be selected for services by State rehabilita- 
tion agencies. 

Although there has been no systematic accumulation of 
data to determine program effectiveness, HEW has issued sev- 
eral reports, all of which have attributed significant trust 
fund savings to the program. The savings were calculated by 
the SSA actuary using information from State rehabilitation 
agency reports. The actuary assumed that State agaticy serv- 
ices were instrumental in terminating the benefits of all’ 
persons reported to SSA as “rehabilitated.” SSA personnel 
told us that they used the information in State reports be- 
cause it was the only data available. However, according to 
an SSA official, these reports were designed to alert SSA when 
an individual had returned to work so a continuing disability 
investigation could be made and not to serve as a basis for 
computing savings to the trust funds. 
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The actuary’s savings comp&ation was based on the 
assumption that- the beneficiary would have continued to re- 
ceive disability benefits until age 65 or death if the reha- 
bilitation agency had not provided services. This is con- 
sistent with the program criterion which states that the dis- 
ability without the services planned is expected to remain at 
a level of severity which would require continuing payment of 
disability benefits. 

The following case illustrates how savings would be 
credited to the program for a bona fide case. 

--A 28-year old accident victim was determined by SSA 
to be eligible for disability benefits of $458 per 
month. He received services from a State rehabili- 
tation agency which later classified ‘him as “reha- 
bilitated” in a report to SSA headquarters. His 
benefits were terminated at age 30. The SSA actu- 
ary credited the program with saving about $83,000, 
which represents the present value of the trust 
funds which would have been paid to the beneficiary 
until age 65, adjusted for factors such as mortal- 
ity and recovery. 

On December 31, 1970, HEW issued a report titled “Reha- 
bilitation Services Paid From Social Security Trust Funds,” 
in which the program was credited with saving $1.60 in trust 
funds for every $1 spent. This report was based on data from 
the program’s beginning through June 1969 and concluded that 
the program was meeting its expectations and should be ex- 
panded. However, the program continued to be financed at the 
rate of 1 percent of the previous year’s disability payments. 

On January 25, 1972, HEW issued a report to the Senate 
Committee on Finance which claimed the.program was saving 
$1.93 in trust funds for every $1 spent. This report was 
based on a study of cumulative data through June 1970 and 
concluded that it would be desirable to increase the amount 
of trust fund expenditures. The Congress increased the per- 
centage of trust funds available annually to 1.25 in fiscal 

9 year 1973 and 1.5 in fiscal year 1974 and thereafter. 

In June 1974 HEW reported benefit-cost information using 
cumulative data through fiscal year 1973. The report showed 
a saving of $2.50 in trust funds for every $1 spent. 
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IMPACT OF VOCATIONAL REHABILITATION SERVICES II- 
ON DISA=i??i-i%ENEFIT TERMINATION 

We reviewed the files of 350 beneficiaries who had been 
reported rehabilitated and whose social security disability 
benefits had been terminated to determine whether the reha- 
bilitation services caused the benefit termination. The 
following chart summarizes our findings. 

CES 

REHA8ILlTATlON SERVICES DID NOT CAUSE TERMlNATfON OF 
DlSABlLlTY BENEFI JS. 

Beneficiary not eligible for program 
because of expected medica recoverv 

In 178, or 51 percent, of the 350 cases in our sample, 
we concluded that the beneficiary did not meet the Bene,ficiary 
Rehabilitation Program selection criterion which states that 
the disability without the services planned is expected to re- / 
main at a level of severity resulting in the continuing pay- 
ment of disability benefits. These beneficiaries were sched- 
uled for medical,reexamination by the disability determination 
unit, indicating expected medical recovery and regained capac- 
ity to work. 



This information was available to the State rehabilita- 
tion agencies responsible for determining the eligibility of 
beneficiaries. Nevertheless, these beneficiaries were ac- 
cepted by State rehabilitation counselors who certified that 
they met the program’s selection criteria. In each case, the 
benefits were later terminated by SSA because the individuals 
medically recovered and regained the ability to work. Reha- 
bilitation services were not instrumental in these benefit 
terminations. In some cases no rehabilitation services were 
provided. SSA officials responsible for establishing the se- 
lection criteria informed us that most beneficiaries sche.duled 
for medical reexamination probably would not meet the selec- 
tion criteria and, therefore, should not have been accepted 
for rehabilitation services at social security trust fund 
expense. Several examples follow: 

--A 21-year-old motorcycle mechanic fractured his left 
leg in an October 1970 motorcycle accident. There was 
a delayed union of the fracture, and in July 1971 he 
was determined to be entitled to a disability benefit 
of $143.90 a month. Medical examinations in July and 
August 1971 indicated the disability would be removed 
in about 6 months with current treatment. The benef i- 
ciary was scheduled by the State disability determina- 
tion unit for medical reexamination in Narch 1972 and 
was referred to the rehabilitation agency for possible 
services. 

An agency counselor certified his case as eligible for 
payment from trust funds. When he was reexamined, the 
medical evidence showed that the impairment was no 
longer severe enough to prevent employment, so his dis- 
ability benefits were terminated by SSA. The rehabili- 
tation counselor, upon learning that the beneficiary 
had found himself a job as a house painter I classified 
the case as a “rehabilitation. ‘I The case was reported 
to the SSA actuary, who credited the program with sav- 
ing 42 years of benefits totaling about $32,278, which 
would have been paid until the beneficiary reached 
65 years of age. 

--In February 1970 a 43-year-old sewing machine operator 
received a broken ankle, a broken shoulder, and severe 
cuts on her forehead in an automobile accident. In 
March 1971 she was denied social security disability 
benefits because she could do light work that did not 
require the use of her ankle. After surgery on the 
ankle, she reapplied for disability benefits. In May 
1971 her application was approved because she had al- 
ready been disabled for more than 12 months. However, 
she was scheduled for medical reexamination in Septem- 
ber 1971. 
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In June 1971, a rehabilitation agency prepared a plan 
for returning the client to her former employment. 
However, no rehabilitation services were provided, and 
the beneficiary returned to her former job on August 2, 
1971. In September 1971 she was reexamined as sched- 
uled and the medical evidence showed that the impair- 
ment was no longer severe enough to rprevent employment. 
Her disability benefits were terminated in December 
1971. Four months later the rehabilitation agency 
closed the case as “rehabilitated” and reported this 
to the SSA actuary, who included $19,252 in the com- 
putation of program savings. 

--A State disability determination unit decided in Decem- 
ber 1969 that a 31-year-old construction laborer was 
disabled due to problems associated with spinal fusion. 
The unit scheduled a reexamination for December 1970 
because recovery was expected. In the meantime, the 
beneficiary’s physician referred him to a rehabilita- 
tion agency which provided no immediate services. 
Based on a favorable medical reexamination, his dis- 
ability benefits were terminated in March 1971. 

In April 1971 the rehabilitation agency.found the 
client was self-employed as a truck hauler making about 
$90 a week. The next month the rehabilitation agency, 
which had still not provided services, wrote a plan 
to assist the client in his hauling business. The plan 
noted that the client’s disability benefits had been 
terminated and that the client was self-employed. The 
rehabilitation agency reported the case to SSA in Octo- 
ber 1971 as a trust fund “rehabilitation.” In cal- 
culating program savings, the SSA actuary included this 
individual on the assumption that he would have con- 
tinued to receive disability benefits without the serv- 
ices provided. Since the client was then 32 years old, 
about 33 years of benefit payments totaling about 
$48,770 were considered to have been avoided. 

Beneficiarv returned to work 
withoutrehabilitationservices -- 

In 38, or 11 percent, of the 350 cases in our sample, 
the beneficiary returned to work without rehabilitation 
agency services and therefore should not have been reported 
to SSA as “rehabilitated” under the Beneficiary Rehabilitation 
Program. An example follows: 
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--In June 1972 a 52-year-old former truck driver was 
granted disability benefits following heart surgery. 
An October 1972 cardiology examination disclosed that 
he could consider returning to work. Be was referred 
to a rehabilitation agency in October 1972 but was not 
accepted until March 1973. The agency prepared a plan 
of counseling and guidance to help him live within the 
restrictions of his disability. In the following month 
the client returned to his old job without the knowl- 
edge of the rehabilitation agency. SSA established a 
trial work period for the beneficiary which resulted 
in terminating benefits in March 1974. The rehabili- 
tation agency provided no services to the beneficiary. 
In October 1973, 6 months after the beneficiary re- 
turned to work, the rehabilitation counselor learned . 
that he was working and in December 1973 closed the 
case as “rehabilitated,” reporting that the beneficiary 
returned to work in November 1973. The case was re- 
ported to SSA, and the actuary calculated $24,099 in 
savings to the trust funds. 

This case is illustrative’ of the 38 cases in our sample 
in which the beneficiary, who was not expected to medically 
recover I returned to employment leading to benefit termina- 
tion without rehabilitation services. Several beneficiaries 
in this group were removed from the disability rolls before 
being selected for services by a rehabilitation agency. 

Benefits terminated as a result 
of rehabi%Fion serv’lzs -- 

In the remaining 134, or 38 percent, of the 350 cases 
in our sample, we concluded that rehabilitation services led 
to the termination of benefits. Many beneficiaries with 
severe impairments were assisted extensively by rehabilita- 
tion agencies and probably would never have been removed 
from the disability rolls without this assistance. Examples 
f&llow: 

h * 
--A 50-year-old male, who had been a grave digger for 

18 years, was determined to be disabled in October 
1969 due to coronary heart disease. He was not sched-’ 
uled for medical reexamination by the State disability 
determination unit, indicating that he was not expected 
to improve to the point of being able to return to 
work. In April 1970 he was referred to a rehabilita- 
tion agency which provided work evaluation resulting 
in his placement in a 6-month upholstery training 
course. He continued this work and, after a trial 
work period, his benefits were terminated in May 1972. 
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--A 25-year-old male suffered a mid-brain injury in an 
automobile accident, resulting in emotional disturb- 
ances and residual speech and voice problems. The 
rehabilitation agency provided vocational evaluation, 
physical restoration services, and 18 months of ac- 
counting training. After completing the schooling, 
he went to work as an accounting clerk earning $117 a 
week. At the end of a trial work period, his disabil- 
ity benefits were terminated. 

Most of the 134 benefit terminations were similar to the 
above cases in that they were not scheduled for medical re- 
examination. Nevertheless, the rehabilitation agency was able 
to provide services which enabled the beneficiary to return 
to work and become self-sufficient. 

In several of the cases, SSA expected the beneficiary to 
regain the capacity to work, but the rehabilitation agency 
demonstrated that the beneficiary’s status had changed and 
he would probably have continued to receive benefits unless 
rehabilitation services were provided. 

Estimated impact of rehabilitation 
services on benefit termination 

On the basis of the results of our review of 350 sample 
cases, we estimate that, of the 1,200 beneficiaries reported 
as rehabilitated by the 4 States between January 1971 and 
December 1973, 756, or 63 percent, l/ would have been removed 
from the disability rolls because of medical recovery or be- 
cause of their return to work without rehabilitation services. 
The following table shows a breakdown by State. 

Estimate of cases in 
Reported rehabilitated which rehabilitation 
and disability benefits services had no impact 

terminated on benefit termination 
Eumbe r Percent 

California 453 290 64 
Maryland 100 56 56 
Pennsylvania 397 270 68 
Texas 250 140 56 - 

Total 1,200 756 63 - 

&./Does not agree with sample percentages discussed on 
pages 9 and 11 due to rounding and differences among State 
vocational rehabilitation agency reporting systems. 
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To evaluate the impact of our findings on the SSA 
actuary’s savings computation, we removed the cases which 
should not have been included in the computation and, using 
the actuary’s formula, estimated savings for the remaining 
cases. 

Our computation showed that the program still provided 
trust fund savings of $1.15 for every $1 spent. While this is 
marginal it could be interpreted to mean that the program is 
capable of showing savings to the trust funds with a rela- 
tively small number of terminated cases. However, the $1.15 
is considerably closer to the break-even point than the 
figures reported by HEW. Should this figure drop below the 
$1 level, the program would result in a net loss to the trust 
funds. 

An important future consideration is that the number of 
recidivists--persons who returned to the benefit rolls after 
having been terminated and credited to the Beneficiary Reha- 
bilitation Program-- was greater in fiscal year 1974 (2,228) 
than the total for the first 7 years of the program (2,112). 
This may be due in part to the state of the economy; however, 
it may also indicate that many beneficiaries are marginally 
employed and more susceptible to fluctuations in the job 
market. 

If this increase in the recidivism rate continues, it 
could invalidate the- SSA actuary’s formula for computing sav- 
ings. The formula has not considered recidivism in the belief 
that it was not significant and that it would be offset by 
future social security contributions of beneficiaries removed 
from benefit rolls. Therefore, their future contributions are 
also not considered in the computation of savings. 

The limited scope of our review does not enable us to 
estimate program savings nationwide; however, we believe our 
findings are significant enough to raise questions on the 
extent and trend of national savings. 

CONCLUSIONS 

The Beneficiary Rehabilitation Program has been margin- 
ally successful in removing beneficiaries from the social 
security disability insurance rolls. Many beneficiaries who 
would have medically recovered and many who returned to work 
without the services of a rehabilitation agency were accepted 
into the program, and their cases were included in computa- 
tions of savings attributed to the program. As a result, 
savings have been significantly overstated. 
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In 216 of 350 cases reviewed, we concluded that rehabili- 
tation services had little or no impact on terminating dis- 
ability benefits. In 178 cases the SSA decision to terminate 
disability benefits was based on medical recovery which had 
been anticipated at the time benefits were awarded, and in the 
remaining 38 cases the rehabilitation services were insignifi- 
cant or unrelated to the reason for benefit termination. f 

In most of these cases, the beneficiary probably would 
net have been selected for participation in the program if B 
the rehabilitation agency had considered the available medical 
evidence and had properly applied the program’s client selec- 
tion criteria. 

RECOMMENDATIONS TO THE SECRETARY OF HEW - --- ---- 

We recommend that the Secretary insure that actuarial 
assumptions used in attributing savings to the Beneficiary 
Rehabilitation Program are consistent with the program’s 
eligibility criteria. To do this, HEW should exclude cases 
in which rehabilitation services were not instrumental in 
terminating benefits. 

We recommend that HEW accurately determine trust fund 
savings attributable to the program and report this to the 
responsible congressional committees and to the Board of 
Trustees. 

RECOMMENDATIONS TO THE BOARD OF TRUSTEES * 
-- 

Because the Beneficiary Rehabilitation Program was estab- 
lished to save trust funds and the Board of Trustees has ex- 
pressed concern about the financial situation confronting the 
social security system, we recommend that the Board include an 
evaluation of the effectiveness of the program in its annual 
report to the Congress on the operation and status of the 
trust funds. This evaluation should include an account of 
savings to the trust funds and a report on progress and prob- 
lems in meeting the program’s objective of returning the maxi- 
mum number of beneficiaries to work. 

AGENCY COMMENTS 

HEW commented on matters discussed in this report in a 
IMarch 17, 1976, letter. (See app. I.) It concurred in our 
recommendations and said it had taken or planned to take the 
following actions: 
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--SSA and RSA plan to obtain information from vocational 
rehabilitation agencies in order to assure that actu- 
arial assumptions used in attributing savings to the 
program are consistent with the program’s eligibility 
criteria. 

--SSA and RSA plan to conduct joint program administra- 
tive’ reviews in all vocational rehabilitation agencies 
during fiscal year 1976. The reviews are to show defi- 
ciencies in the agency’s application of the program’s 
special selection criteria and to indicate whether 
services provided contributed to the individual ’ s 
rehabilitation. 

--Although HEW is reluctant to prohibit State vocational 
rehabilitation agencies from using trust funds to pay 
for services of any beneficiaries scheduled for re- 
examination, it intends to require full and adequate 
justification in each instance where trust funds are 
used for this purpose. 

--SSA and’ RSA plan to provide (1) information to the SSA 
actuary for a yearly cost-benefit analysis and (2) in- 
formation to the Board of Trustees on program progress 
and problems for use’ in th’e Board’s annual report. 

/ 
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CHAPTER 3 ---- 

NEED TO IMPROVE PROGRAM IMPLEMENTATION --- -- - 

AND EVALUATION ---- 

HEW headquarters must strengthen its commitment to 
assure that the Beneficiary Rehabilitation Program returns 
the maximum number of disabled persons to work and that the 
management information system is adequate. The HEW agencies 
responsible for administering the program have not provided 
State rehabilitation agencies with the needed interpretations 
of goals and cr.iteria and have not adequately evaluated the 
progress of the program or assessed its potential. 

As a result, program eligibility criteria were misin- 
terpreted by State vocational rehabilitation agencies, in- 
formation to assess program performance has not been de- 
veloped for use by HEW and the Board of Trustees, and an 
accurate assessment of the program’s potential to return dis- 
abled beneficiaries to work has not been developed. 

This may explain why, nationally, the number of bene- 
ficiaries reported by HEW as rehabilitated has increased 
each year since the beginning of the program, while the num- 
ber of beneficiaries being removed from the benefit rolls 
has leveled off at about 2,500, having peaked at 3,078 in 
1970. 

PROGRAM ADMINISTRATION 
SHOULD BE STRENGTHENED -- 

Overall administration of the Beneficiary Rehabilita- 
tion Program needs strengthening. Adequate staff has not 
been devoted to the program, and because two separate HEW 
agencies are involved in administering the program, stronger 
oversight is needed. 

RSA staff has not been sufficient ----- 

In an August 1966 program management agreement, RSA and 
SSA agreed on their responsibilities for administering the 
program, 
evaluation 

SSA was to be responsible for program.“planning and 

jectives. 
to assure effective accomplishment of program ob- 
RSA was to provide direction, leadership, and 

guidance to State rehabilitation.agencies in operating and 
administering the program. RSA regional office personnel 
were to act as liaisons with State rehabilitation agencies, 
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RSA has been unable to effectively carry out its 
responsibility due to a lack of sufficient staff, even 
though for each fiscal year beginning July 1, 1972, social. 
security trust funds amounting to $600,000 have been trans- 
ferred for RSA’s administration of the program. 

RSA conducted a staffing study in its 10 regional of- 
fices between 1970 and 1972 and found that none had a full- 
time professional employee assigned to the program, even 
though trust funds were being provided to staff two full-time 
positions in each regional office. The study noted that 
social security trust funds had been provided to adequately 
staff Beneficiary Rehabilitation Program activities in the 
headquarters and regional offices, but that staff had not 
been fully utilized for this purpose. Regional off ice pro- 
fessional staff members were involved with the program be- 
tween 5 and 35 percent of their time. An SSA official com- 
mented on th’is study. 

“My first concern is that the RSA regional staffs 
have almost totally neglected their responsibili- 
ties in overseeing the development of the trust 
fund program in the State VR [vocational re- 
habilitation] agency. With the exception of 
about two regional offices * * * most RSA regional 
personnel who are supposed to be pushing the 
trust fund program are not eve,n intimately con- 
versant with the program principles, procedures 
and progress. This becomes patently obvious when 
we make reviews of the State VR agency activities. 
We usually learn that the State has had little or 
no visitation by the RSA regional office on the 
subject of trust fund activities. In many in- 
stances we have found that there.has never been 
such a visitation * * *.” 

The program coordinators in three HEW regional offices 
devoked less than full time to the program. in one region 
the coordinator had been assigned other tasks and was spend- 
ing only 5 percent of his time on the program. His other 
duties curtailed his time for doing the job, and he could 
not understand why RSA did not hire a full-time coordinator 
since trust funds were paying for the position. 

q$ 
In a memorandum dated October 16, 1974, RSA’s Assistant 

Commissioner for Financial Operations advised the RSA Com- 
missioner that 
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“In its latest internal report, SRS [Social and 
Rehabilitation Service] [ll can only account for 
$400,000 of charges related to the BRP [Benef- 
iciary Rehabilitation Program] program as 
against the $600,000 transferred.* * *Ir 

In a March 23, 1971, letter commenting on staff assigned 
to the Beneficiary Rehabilitation Program at RSA headquarters, 
the Director, Division of State Program Administration, 
advised the RSA Commissioner that: 

“* * * Of the 13 C-O [central office] staff 
positions, 5 (4 professional, 1 clerical) have 
been assigned to DSPA [Division of State Program 
Administration], 3 have been assigned to other 
Divisions. Since 1966, 5 of the 13 positions 
have been lost through attrition and reductions 
in employment ceilings. * * *‘I 

According to a May 15, 1975, letter from RSA’s Assistant 
Commissioner for Financial Operations to its Director, Office 
of Program Planning, the State directors of vocational reha- 
bilitation agencies have advised the Secretary of HEW to ad- 
dress the staffing shortage for this program. The directors 
pointed to the lack of Federal program consultation and 
technical assistance available for this program. The letter 
also stated that State directors were aware that staff for 
the program had been diverted to other Social and Rehabili- 
tation Service programs and activities. 

Data for evaluating program 
e%ctiveness not developed 

Under the 1966 program management agreement, RSA agreed 
to furnish data to SSA for evaluating program effectiveness. 
In turn, SSA intended to provide an evaluation to the Board 
of Trustees for its annual report to the Congress. However, 
REA has not furnished the necessary data and SS.A has not 
developed it independently. As a result, program planning 
and evaluation have not occurred as originally intended, 
and the Board of Trustees has not had the information 
necessary to report program effectiveness to the Congress. 
--- 

l/In February 1975 RSA was transferred from the Social - 
and Rehabilitation Service to the Office of Human Develop- 
ment, headed by the Assistant Secretary for Human Develop- 
ment. 
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Lnadequate program reviews by HEW 

Joint RSA/SSA teams made program reviews in only 24 
State rehabilitation agencies during 1971-74. Generally, the 
reviews were made under strict time constraints and dealt 
mainly with administrative matters not directly related to 
program effectiveness. No evaluation was made of rehabilita- 
tion agency effectiveness in achieving program goals. The 
information system used for reporting on the Beneficiary Re- 
habilitation Program does not yield this type of information. 
However, RSA and SSA informed us that they plan to jointly 
review all State programs in fiscal year 1976. 

Need for strong oversight 
at HEW headquarters - 

There was no discernable management overview of the pro- 
gram from HEW headquarters. Although the basic State voca- 
tional rehabilitation program is included as an objective in 
the Operational Planning System-- HEW’s approach to management 
by objectives-- specific consideration has not been provided 
for the Beneficiary Rehabilitation Program. 

The Operational Planning System translates planning 
goals into specific, measurable objectives by laying out the 
short-term steps which should lead HEW to its long-range 
goals. More specifically, the system was established to en- 
able the Secretary to 

--define explicitly the results expected from depart- 
mental actions and expenditures; 

--measure periodically the progress toward those results; 

--recognize existing or potential problems which could 
prevent the accomplishment of objectives, thereby en- 
abling management to take corrective action that in- 
sures successful accomplishment; 

--insure the implementation of decisions made in the 
processes of long-range planning, budgeting, and 
policy development: and 

--insure the timely and effective implementation of new 
legislation and initiatives. 

NEED TO EMPHASIZE LEGISLATIVE 
GOAL OF BENEFIT TERMINATION 

The Congress intended that the principles and practices 
developed over.the years in the basic State vocational 
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rehabilitation program would also serve in the Beneficiary 
Rehabilitation Program. Consequently, a number of charac- 
teristics of the two programs are similar. However, the 
overall goal of the Beneficiary Rehabilitation Program must 
be to return beneficiaries to competitive employment leading 
to the termination of disability benefits. This considera- 
tion is not present in the basic vocational rehabilitation 
program. 

The Beneficiary Rehabilitation Program was being managed 
by State agencies using the goal of the basic vocational reha- 
bilitation program. Accountability by the States, HEW reg- 
ional offices, and RSA has been in terms of “rehabilitations” 
and not “benefit terminations.” 

In two of the four States visited, counselors were rated 
and considered for promotion based on the number of “reha- 
bilitations” they effected. We were informed by one State 
official that counselors are being “pressured” to increase 
the number of rehabilitations and, as a result, are concen- 
trating on beneficiaries who can be quickly rehabilitated. 
Usually they are the less severely disabled. 

Nat ionally, the number of beneficiaries reported as 
rehabilitated by State rehabilitation agencies has increased 
each year since the beginning of the Beneficiary Rehabilita- 
tion Program. In 1967 there were 1,815 such beneficiaries, 
and in 1974 there were 13,358. However, the number of these 
beneficiaries removed from the social security disability in- 
surance rolls peaked at 3,078 in 1970 and has since leveled 
off at about 2,500 annually. Data on the number of disabled 
beneficiaries, the number of beneficiaries whose benefits 
were terminated, and the impact of the Beneficiary Rehabili- 
tation Program on benefit termination is included in appendix 
V. In terms of rehabilitations the program appears to be 
advancing, while in terms of benefit terminations the program 
has leveled off. 

State rehabilitation agency officials told us that the 
benefit termination goal is not visible to counselors who 
work with disabled beneficiaries. Counselor contact with the 
client is usually lost after the latter has been classified 
as rehabilitated and reported L/ to SSA, even though the 
benefit termination may not occur until some time later. 

------- 

k/The report to SSA contains limited information and is 
primarily used by SSA to institute continuing disability 
investigations of beneficiaries who have been classified 
as rehabilitated by a State rehabilitation agency. 
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Also, when SSA terminates disability benefits, it does not 
notify the rehabilitation counselor that the program goal of 
benefit termination has been met. Without knowledge of final 
case disposition, most counselors consider that their job is 
finished after they have classified the beneficiary as reha- 
bilitated, 

Beneficiaries rehabilitated but a-- w-B,- 
benefits not terminated 

---- 
---- -- 

To find out why many beneficiaries classified as 
rehabilitated by State vocational rehabilitation agencies 
continued to receive disability benefits, we reviewed 400 
randomly selected cases from those reported to SSA by the 
four States included in our review. 

Many rehabilitation counselors were not differentiating 
between the goals of the Beneficiary Rehabilitation Program 
and those of the basic State rehabilitation program. In 161, 
or 40 percent, of the 400 ca’ses, beneficiaries were placed 
by the rehabilitation agencies in noncompetitive positions, 
such as sheltered workshops, homemaking, or unpaid family 
work. This type of placement generally will not result in 
terminating disability benefits, We recognize that a benef- 
iciary’s disabling condition can worsen, necessitating a re- 
vised goal; however, when competitive employment is no longer 
a feasible goal, additional services should be provided 
under the basic rehabilitation program. 

In 71 of the 161 cases discussed above, the initial reha- 
bilitation goal was not competitive employment. This is con- 
trary to the Beneficiary Rehabilitation Program criterion 
which states that a reasonable expectation exists that provid- 
ing such services will result in restoring the individual to 
productive activity. It indicates a need for States to em- 
phasize to rehabilitation counselors the differences in goals 
of the Beneficiary Rehabilitation Program and the basic reha- 
biiitation program, 

For about 67, or 17 percent, of the 400 cases, benef- 
iciaries were placed in competitive employment with substan- 
t ial wages, and after a 60-day waiting period, the counselor 
closed the case as rehabilitated. The disability benefits 
were not terminated for these beneficiaries because they 
engaged in trial work and were not able to continue working. 
These individuals could possibly have benefited from addi- 
tional rehabilitation services. However, because their cases 
were closed by the State rehabilitation agency, the agency 
was unaware that additional services might help the benef- 
iciary continue working. It would be unlikely that these 
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beneficiaries would receive such services unless they 
returned to the State rehabilitation agency and had their 
cases reopened. 

CONCLUSIONS 

Inadequate staffing for the Beneficiary Rehabilitation 
Program and the lack of an adequate management information 
system resulted in inadequate HEW assessments of program 
prcgress and pctcntial and insufficient guidance to State 
vocational rehabilitation agencies in understanding the pro- 
gram’s goal and in interpreting eligibility criteria. 

This may explain why, nationally, the number of benef- 
iciaries reported by HEW as rehabilitated has increased each 
year since the beginning of the Beneficiary Rehabilitation 
Program, while the number of beneficiaries being removed from 
the benefit rolls has leveled off at about 2,500, having 
peaked at 3,078 in 1970. 

HEW and the Board of Trustees have not been able to 
provide accurate information on the program’s operation and 
potential to the Congress. 

Program administration would be improved by the periodic 
monitoring of progress and performance assessments which are 
provided for in the Secretary’s Operational Planning System. 
This would also assist the Board of Trustees in presenting 
to the Congress an evaluation of the program’s operation. 

RECOMMENDATIONS TO THE SECRETARY OF HEW 

We recommend that the Secretary exercise his oversight 
responsibility to insure that the Beneficiary Rehabilitation 
Program is implemented and administered as intended by the 
Congress. He should direct the Commissioners of SSA and RSA 
to jointly develop a plan for inclusion in the Secretary’s 
Operational Planning System. 

For the Commissioners of RSA and SSA to do this and for 
the Beneficiary Rehabilitation Program to return the maximum 
number of disabled beneficiaries to work, we recomme’nd that 
the Secretary require: 

--The Commissioners of RSA and SSA to jointly develop an 
information system to measure the effectiveness of the 
Beneficiary Rehabilitation Program. This system should 
include controls to insure that only beneficiaries who 
meet the program’s selection criteria are served by 
State rehabilitation agencies. It should also insure 
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that cases in which rehabilitation services were not 
instrumental in terminating benefits are excluded 
from program savings computations. This system 
should provide the Board of Trustees with information 
necessary for an evaluation of the program in its 
annual report to the Congress. 

--The RSA Commissioner to use trust funds which have 
been made available for program administration to 
establish a capability in HEW regional offices to 
provide adequate technical assistance to States and 
to adequately staff the program at HEW headquarters. 
This should insure that State rehabilitation agencies 
will distinguish between the goals and criteria of 
the Beneficiary Rehabilitation Program and the basic 
State vocational rehabilitation program. 

--The RSA Commissioner to provide for eligible benef- 
iciaries to receive services up to the time of benefit 
termination and to be retained in the rehabilitation 
agencies’ active caseload until then. This will also 
require closer cooperation by SSA and State vocational 
rehabilitation agencies. 

--The SSA Commissioner to insure that assumptions used 
in attributing savings to the program are consistent 
with the program’s eligibility criteria. 

AGENCY COMMENTS - 

HEW agreed that SSA’s and RSA’s joint development of 
a plan for inclusion in the Secretary’s Operational Planning 
System would do much to improve program performance at all 
administrative and operational levels.. HEW generally agreed 
with the merits of our other recommendations but made the 
following comments. 

--TG insure that only beneficiaries who meet the pro- 
gram’s special selection criteria are accepted and 
served by State rehabilitation agencies and to in- 
sure that cases in which rehabilitation services 
were not instrumental in the termination of benefits 
are excluded from program savings computations, HEW 
believes it would have to establish a monitoring 
system requiring prohibitive increases in staffing. 
HEW said it planned to comply through changes in con- 
trol, monitoring, and data collection systems. 
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--HEW has taken or plans to take action to improve the 
effectiveness of its information system by revising 
(1) certain reports which provide or will provide 
information on cases which meet and those which do 
not meet the program’s special se’lection criteria and 
(2) those reports which provide information for use 
in planning, evaluating, and monitoring the program’s 
progress. ’ 

-A full-time RSA professional position with responsi- 
bility for the Beneficiary Rehabilitation Program and 
the Supplemental Security Income vocational rehabili- 
tation program was assigned in each HEW regional of- 
fice. SSA also designated a person in each regional 
office to work with the RSA staff on the vocational 
rehabilitation aspects of these two programs. A 
training conference for these staff members was held 
in September 1975, and another was planned for the 
spring of 1976. RSA also proposes to make a manpower, 
utilization study to determine staffing needs and 
to make appropriate staff assignments at headquarters 
and in the regional offices. 

--HEW does not believe that it is necessary to maintain 
a beneficiary’s case in an “active” status in order 
to adequately provide postemployment services up to 
benefit termination or beyond. HEW believes that the 
present RSA system for providing postemployment serv- 
ices and RSA and SSA procedures to exchange informa- 
tion on (1) the status of a beneficiary’s disability 
benefits before RSA closes a case, (2) recidivism 
among previously served beneficiaries, and (3) the 
termination of benefits of persons served under the 
Beneficiary Rehabilitation Program will ‘be adequate 
to assure that postemployment services are provided 
to those beneficiaries who could benefit from such 
services. 

--SSA and RSA plan to devise a sampling system for as- 
suring that only those cases that meet the special 
selection criteria and that have benefit terminations 
directly related to services provided under the Benef- 
iciary Rehabiliation Program are included in savings 
computations. 
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CHAPTER 4 

‘PROGRAM FDNDING INCREASED ALTHOUGH ----- -- 

MANY INELIGIBLE BENEFICIARIES SERVED 

State rehabilitation agencies have accepted many 
temporarily disabled persons for vocational rehabilitation 
services under the Beneficiary Rehabilitation Program while 
other more severely disabled persons might not have received 
such services. Neither RSA nor SSA has developed data on 
this program’s potential for returning disabled beneficiaries 
to work. Many persons served did not meet the program’s 
criteria. 

Nevertheless, trust funds available for the program have 
increased greatly because the amounts available are based on 
a fixed percentage of the prior year’s disability payments, 
which in recent years have been rising rapidly. This method 
of funding is not related to the program’s success. 

WHOM HAS THE PROGRAM SERVED? - 

The eligibility criteria for the Beneficiary Rehabilita- 
tion Program did not intend that those beneficiaries who were 
expected to medically recover and regain the ability to return 
to work would be selected for services, Our review of 750 
beneficiaries who had been reported rehabilitated showed that 
55 percent would probably have regained’the ability to work 
without the rehabilitation services. 

This is borne out by our review of a sample of 350 cases 
in which the beneficiaries were reported as rehabilitated and 
their disability benefits were terminated. In this sample, 
the incidence of both fractures and tuberculosis was two to 
three times greater than in any other sample. Such disabili- 
ties are included on an SSA list of disabilities from which 
medical recovery is expected. SSA establishes a reexamina- 
tion diary date for persons having such disabilities to”deter- 
mine if continued payment of benefits is warranted. A corn- 
parison of the number of cases scheduled for medical reex- 
amination included in our samples of rehabilitated and term- 
inated, rehabilitated but not terminated, and not rehabili- 
tated cases is shown in appendix VI. 

In many of these temporarily disabled cases, the reha- 
bilitation services were probably of value, but we believe 
the basic State rehabilitation program, private health in- 
surance (where available), or other resources should have 
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been used to provide the necessary services. The resources 
of the Beneficiary Rehabilitation Program were intended 
to be directed to those beneficiaries who cannot be expected 
to regain the ability to work without such services. 

ARE THERE ELIGIBLE BENEFICIARIES -- ----- 
NOT SERVED BY THE PROGRAM? ------.e 

The Beneficiary Rehabilitation Program, by serving many 
temporarily disabled persons, may not be returning the 
maximum number of disabled beneficiaries to competitive em- 
ployment. 

The State disability determination unit is the primary 
referral source for the program, although referrals also may 
come from private physicians, hospitals, associates, and 
beneficiaries themselves. Whenever a disability unit makes 
either an initial determination or a redetermination of dis- 
ability, the case is considered for referral to a State 
rehabilitation agency. Nationally, about 20 percent of all 
disabled beneficiaries are referred to a State rehabilita- 
tion agency by disability units. Many of those referred 
are not accepted for services under either the Beneficiary 
Rehabilitation Program or the basic State rehabilitation 
program. Reasons cited by State rehabilitation counselors 
for not accepting referred beneficiaries included: 

--Client was too severely disabled. 

--Client could not be located. 

--Client was uncooperative. 

The other 80 percent of disabled beneficiaries are un- : 
likely to be considered for referral unless their cases come 
before a disability determination unit because of a medical 
reexamination or one of the other referral sources becomes 
involved. Consequently, there is little likelihood that 
disabled beneficiaries who are not referred to a State reha- 
bilitation agency by a disability determination unit will 
come to the attention of a State agency. At the time of our 
fieldwork, SSA did not have a routine procedure for period- 
ically notifying disabled beneficiaries of the Beneficiary 
Rehabilitation Program or the basic State rehabilitation 
program. Therefore, most persons receiving disability ben- 
efits might never be given an opportunity to participate 
in either program. 

If additional beneficiaries are to be served, they will 
have to be those persons not accepted for services initially, 
those not referred to State rehabilitation agencies by 

27 



disability determination units, or new disability beneficiaries 
entering the rolls. Because of the high incidence in our 
sample of beneficiaries who did not meet the program’s eligi- 
bility criteria, we believe that there may be some beneficiar- 
ies who might meet the eligibility criteria but have not been 
considered for the program. Appendix V shows the trend in 
benefit terminations resulting from services received under 
the Beneficiary Rehabilitation Program. 

FUNDING NOT RELATED TO -I_ 
PROGRAM ACCOMPLISHMENTS 

Between 1970 and 1975 the number of disabled beneficiar- 
ies increased from 2.6 million to 4.2 million, while their 
benefit payments increased from $3.4 billion to $7.6 billion 
annually. 

Funding for the’Beneficiary Rehabilitation Program has 
been based by law on a fixed percentage (currently 1.5) of 
the prior year’s total disability payments. Under this 
method of funding, the amount available to the program is 
directly related to total payments made. As a result, in- 
creases in the numbers of persons receiving disability pay- 
ments, as well as legislated social security benefit increases, 
while unrelated to program effectiveness, have automatically 
provided additional trust funds to the program. The table 
on page 5 shows the increases in Beneficiary Rehabilitation 
Program funding for several years. 
” 

The savings attributed to the program by HEW increased 
from $1.60 for every $1 spent through 1969 to $1.93 for every 
$1 spent through 1970 to $2.50 for every $1 spent through 
1973. We questioned the savings computations reported by 
HEW (see pp* 13 and 14) and believe that the ,program has been 
marginally successful in returning beneficiaries to work. 
Although we did not develop a trend, our savings calculation 
of $1;15 for every $1 spent for the cases reviewed suggests 
the need to accurately determine how successful the program 
has been in returning disabled beneficiaries to work. 

In view of the wide disparity between the latest savings 
figure reported by HEW and that which we computed, it is im- 
portant to determine whether the trend of savings computation 
is up or down. Savings to the trust fund was the primary 
purpose for establishing the program. 

CONCLUSIONS 

The current fixed percentage method of funding the Benef- 
iciary Rehabilitation Program has allowed the program to grow 
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significantly despite the lack of a substantial increase 
in benefit terminations. Under the present funding method, 
this trend will continue whether the program is successful 
or not. 

The program has served many temporarily disabled benefi- 
ciaries who did not meet the program’s eligibility criteria, 
and some eligible beneficiaries may not have been given an 
adequate opportunity to receive the program’s rehabilitation 
services. We believe that those who were not initially 
accepted for rehabilitation services and those who were not 
referred to rehabilitation agencies could be notified period- 
ically of the availability and purposes of the program. 

If even a small number of these beneficiaries could be 
rehabilitated and subsequently have their benefits terminated, 
savings could be significant. It is also possible that few, 
if any, additional beneficiaries would meet the eligibility 
criteria for the program. 

RECOMMENDATIONS TO THE SECRETARY OF HEW ----I WI WC-- 

The Secretary should direct the Commissioner of SSA to 
institute an outreach effort to notify periodically all dis- 
ability beneficiaries of the availability of vocational reha- 
bil itat ion services. This could generate voluntary inquiries 
from beneficiaries who are genuinely interested in rehabili- 
tation. This recommendation should also be considered by 
the Commissioners of RSA and SSA in developing a plan for 
inclusion in the Secretary’s Operational Planning System. 
(See p. 23.) 

RECOMMENDATIONS TO THE CONGRESS ------------- 

The Congress should temporarily freeze the funding level 
for the Beneficiary Rehabilitation Program at the fiscal 
year 1976 level, providing a factor for inflation. This 
should (1) provide sufficient funds for program operation 
until HEW can assist the States in properly administering 
the day-to-day operations of the program using the proper 
goal and (2) provide HEW with sufficient time to advise the 
Congress on the program’s resource needs and progress. 

We recommend that, after receiving this information, the 
Congress consider financing the program based on an annual 
determination by the Board of Trustees of demonstrated program 
success in providing savings to the trust funds through reha- 
bilitating the maximum number of beneficiaries into productive 
activity. This would eliminate the present fixed-percentage 
method of financing the program, which does not relate program 
funding to its demonstrated success. 
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Proposed statutory amendment _I- -* 

Sec. 222(d)(l) of the Social Security Act (42 U.S.C. 
422(d)(l)) is amended to read as follows: 

“For the purpose of making vocational rehabili- 
tation services more readily available to dis- 
abled individuals who are 

(A) entitled to disability insurance benefits 
under section 223, or 

(B) entitled to child’s insurance benefits under 
section 202(d) after having attained age 18 (and 
are under a disability), or 

(C) entitled to widow’s insurance benefits under 
section 202(e) prior to attaining age 60, or 

(D) entitled to widower’s insurance benefits under 
section 202(f) prior to attaining age 60, 

to the end that savings will result to the Trust 
Funds as a result of rehabilitating the maximum 
number of such individuals into productive act- 
ivity, there are authorized to be transferred 
from the Trust Funds such sums as may be necessary 
to enable the Secretary to pay the costs of voca- 
tional rehabilitation services for such individuals 
(including (i) services during their waiting periods, 
and (ii) so much.of the expenditures for the admin- 
istration of any State plan as is attributable to 
carrying out this subsection); except that the 
total amount so made available pursuant to this 
subsection may not for any fiscal year after 
September 30, 1976, exceed twelve-fifteenths of 
the total amount available for (1) the fiscal 
year ending June 30, 1976, plus (2’) the total 
amount available for the budgetary transition 
quarter ending September 30, 1976. An appropriate 
factor for inflqtion., taking into consideration 
the rate of inflation for the preceding 12-month 
period as determined by the Bureau of Labor Sta- 
tistics, should also be provided. The selection 
of individuals (including the order in which 
they shall be selected) to receive such services 
shall be made in accordance with criteria formula- 
ted by the Secretary which are based upon the ef- 
fect the provision of such services would have 
upon the Trust Funds. ‘I 
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AGENCY COMMENTS 

HEW agreed that greater effort is needed to advise 
beneficiaries of the availability of vocational rehabilita- 
tion services, and it plans to review its outreach system 
to see if improvements can be effected. HEW believes that 
certain discretionary controls or screening criteria will 
have to be used to eliminate from notification those bene- 
ficiaries who obviously could not benefit from vocational 
rehabilitation services. 

HEW said that all State rehabilitation agencies have 
been instructed to screen their active cases to assure that 
they continue to meet the program’s special selection cri- 
teria. HEW believes that this screening procedure will 
have the effect of reducing the amount of trust funds that 
will be required in fiscal year 1977. 
in funding, 

Despite the reduction 
HEW believes the budget will be sufficient to 

serve beneficiaries who are eligible for the program. 

HEW also agreed that the present fixed-percentage method 
of funding the program was no longer appropriate. HEW said 
that the formula method of funding the program provided 
advantages during the program’s early years but that the 
formula had outlived its usefulness and was currently pro- 
viding more funds than could prudently be expended by voca- 
tional rehabilitation agencies. 

HEW plans to investigate alternate approaches to link- 
ing program funding to State agency performance and cost 
savings to the trust funds. It will coordinate an investiga- 
tion of the total program and financing with evaluation of 
alternative means for correcting identifiable deficiencies. 
A report of the findings will be made to the Board of Trustees 
and the Congress. 
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CHAPTER 5 

BARRIERS INHIBITING PROGRAM EFFECTIVENESS ---- --II_ --- 

Social Security Disability Insurance beneficiaries are 
often eligible for other social and economic benefits, which, 
when considered in total, may be more than they can expect 
to earn if they return to work. The possibility of losing 
these benefits may cause beneficiaries to refuse vocational 
rehabilitation services which could facilitate their return 
to work. To the extent that these other benefits influ- 
ence beneficiaries not to return to work they inhibit the 
effectiveness of the Beneficiary Rehabilitation Program. 
Also, many beneficiaries whose disability benefits are termi- . 
nated because of medical recovery may elect to remain unem- 
ployed or may not be able to find employment, thus they 
become dependent upon other so.cial programs. 

POTENTIAL DISINCENTIVES - 

Among the potential disincentives to a beneficiary’s 
accepting vocational rehabilitation services are the in- 
creases in disability benefit payments; eligibility for 
Medicare, public assistance, food stamps, and Medicaid; 
and Workmen’s Compensation benefits. 

Increases in disability 
benefit paymen?!Z 

Disability payments to beneficiaries have increased 
significantly in recent years. For example, between July 
1972 and June 1974, the maximum monthly benefit payable 
to a disabled worker increased from $331 to $412, while 
the maximum family benefit went from $579 to $722. These 
benefits are nontaxable. 

A person who is able to engage in “substantial gainful 
aci--vFty” is no lcnger ccnsidered to be =;cqklnA and entitled UIUUUlru 
to benefits. The monthly income level considered by HEW re- 
gulations to constitute substantial gainful activity was 
$140 until September 1974, when it was raised to $200. There- 
fore, if a beneficiary receiving family benefits of $500 a 
month earns $200 a month, he will lose his monthly disability 
benefits of $500. Those working in the rehabilitation field 
generally believe that setting substantial gainful activity 
at such a low level results in a disincentive to rehabilita- 
tion. 
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Coupled with the comparatively high benefit payment level 
is the fact that benefit termination is absolute. If after 
engaging in an allowed trial work period, a beneficiary demon- 
strates the ability to earn $200 or more a month, the bene- 
ficiary’s benefits are terminated; there is no gradual reduc- 
tion in benefits. The transition is from depending on the 
disability payments plus other benefits to depending on earned 
income. 

The “Vocational Rehabilitation Counselors Handbook for 
SSA Disability Applicants” states that the g-month trial 
work period plus 3 additional months of benefits and the 
waiver of the 5-month waiting period for benefit payments 
if disability recurs are major incentives for participating 
in the vocational rehabilitation program. 

When disabled beneficiaries attempt to work but are un- 
able to earn the substantial gainful activity wage, they may 
continue to receive benefits for themselves and their famil- 
ies for 9 months while testing their earning capacity and 
ability to sustain work. If it is determined after the trial 
work period that they can continue working, they will be paid 
benefits for an additional 3 months. 

However, because any month in which a beneficiary earns 
over $50 is counted as 1 month of the g-month period, it is 
possible to use up the entire 9 months before truly demon- 
strating the capacity to engage in substantial gainful act- 
ivity. Many persons working in the field of rehabilitation 
believe that the $50 limit is unrealistically low, and there- 
fore the trial work period might not be providing as much of 
an inducement to accepting rehabilitation services as was 
intended. 

Medicare enrollment for 
disabil?ty beneficiaries 

The 1972 amendments to the Social Security Act provide 
Medicare (hospital and medical insurance for the aged and 
disabled) entitlement to disability beneficiaries, regard- 
less of age, after 24 months on the disability roils. The 
potential loss of this benefit may also be a disincentive 
to beneficiaries who may be unable to obtain other health 
insurance if their disability benefits are terminated. 

Further, if a beneficiary is terminated through employ- 
ment but later regresses and returns to the disability rolls, 
he must again wait 24 months for Medicare entitlement. This 
may also be a disincentive to rehabilitation of beneficiaries 
who are doubtful of their ability to maintain competitive 
employment. 
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As mentioned on page 22, about 17 percent of our sample 
of 400 beneficiaries who did not have their benefits term- 
inated after acceptance in the rehabilitation program did 
engage in competitive employment but were unable to continue. 

Public assistance, 
food stam s, - pand-Medicaid - 

Depending on various individual situations, many bene- 
ficiaries are eligible for other types of economic assist- 
ante, such as public assistance, food stamps, and Medicaid. 
The availability of these benefits to the unemployed can make 
it difficult to rehabilitate and return beneficiaries to com- 
petitive employment. 

Workmen’s Comnensation 

Workmen’s Compensation benefits might also result in 
potential disincentives: however, Workmen’s Compensation pay- 
ments generally reduce disability benefit payments according 
to a formula that takes into consideration the composition of 
the family unit. A subtle disincentive toward rehabilitation 
of beneficiaries who are also receiving Workmen’s Compensation 
benefits is that, before receiving a lump-sum award under the 
Workmen’s Compensation laws, they may be reluctant to demon- 
strate an ability to return to work because it could adversely 
affect the amount of. their final award. 

A sizable lump-sum award might also cause disability 
insurance beneficiaries to be reluctant to accept the serv- 
ices of a rehabilitation agency as long as they can continue 
receiving disability benefits. RSA has stated that there is 
a better chance for a successful rehabilitation if a client 
is provided with early attention and treatment. Delays such 
as those described could adversely affect the chances of 
success. 

CASES INVOLVING POTENTIAL DISINCENTIVES 
TO ACCEPTING REHABILITATION SERVICES 

The following examples demonstrate that the benefits 
for which disability beneficiaries might become eligible 
can provide them with significant income and security which 
might not be available if they returned to competitive 
employment. 

--The beneficiary was a 49-year-old male with chronic 
back strain, due in part to his occupation of hod 
carrier for 22 years. After he was judged disabled 
by SSA, he received $237 a month in social security 
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disability benefits plus $500 a month in disability 
benefits from his union. His wife earned $414 monthly. 
The total monthly family income was $1,151. The reha- 
bilitation counselor closed the case as not rehabili- 
tated and stated that any type of employment he could 
contemplate for the beneficiary would not provide him 
with income near the level provided by the social 
security disability and union benefits. 

--A 30-year-old farm laborer was involved in a tractor 
accident which injured his right foot. His third toe 
was amputated, bone fragments removed, and skin 
grafted to the top of his foot. He received disa- 
bility benefits of $311 a month, Medicaid, and food 
stamps for which he paid $41 and which were redeemable 
for foodstuff valued at $112. He later received a 
Workmen’s Compensation award of $26,000. The benef- 
iciary received hotel management training from a re- 
habilitation agency and was offered employment in the 
field. The pay was $200 plus other benefits valued 
at $250 per month. The beneficiary turned it down 
saying it was not enough money. Eventually, the re- 
habilitation counselor closed the case as not reha- 
bilitated and noted that the beneficiary would not 
attempt work. 

DEPENDENCY ON OTHER ASSISTANCE PROGRAMS 

Of the 350 rehabilitated and terminated cases reviewed, 
about 50 percent were removed from the disability rolls be- 
cause they had returned to competitive employment. The re- 
mainder were terminated by SSA because the medical evidence 
showed the impairment was no longer severe enough to prevent 
employment. In these cases, the termination of disability 
benefits could lead to increased dependency on other social 
programs. For example: 

--A 38-year-old beneficiary -dith low back pain was term- 
inated from the disability rolls in December 1970 
because medical evidence indicated that his impairment 
would not prevent employment. However , the client 
was assisted by a social worker in arranging for other 
support--public assistance including medical assist- 
ante. 
fits. 

The client also received monthly veterans bene- 
The client was reported to SSA as a rehabili- 

tated homemaker in December 1973. 
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REFUSAL OF SERVICES PROVISION NOT ENFORCED 

Section 222(b)(l) of the Social Security Act provides 
that beneficiaries who refuse rehabilitation services with- 
out good cause shall have their benefits withheld. 

The,intent is to promote acceptance of rehabilitation 
services by disability beneficiaries and, for that reason, 
is considered by HEW to be an incentive for rehabilitation. 
The rehabilitation agency should report a beneficiary’s 
refusal of services to the appropriate SSA district office 
for followup. If the refusal persists, the case should 
be referred to SSA headquarters for determining whether 
benefits should be withheld. SSA officials told us that 
nationally only one beneficiary’s benefits are being with- 
held. 

Rehabilitation counselors were reluctant to report bene- 
ficiaries who refused to accept services to proper SSA of- 
ficials. A recent HEW Audit Agency review in one State showed 
that, of 278 cases closed by the rehabilitation agency because 
of refusal to accept services, only 1 case was referred to an 
SSA district office. According to the Audit Agency’s report, 
the reasons given by rehabilitation counselors for not re- 
ferring cases to SSA include an unawareness of the provision 
or procedure for processing refusals and a reluctance to 
establish communications with SSA district offices. 

We analyzed 305 cases in which the refusal issue had 
possible application. These were disability beneficiaries 
who were included, in samples we selected from a universe 
of beneficiaries who were not rehabilitated and not terminated 
and those who were not accepted for rehabilitation services. 
In 117, case’s (38 percent) the rehabilitation counselor’s 
reason for closing the case was that the beneficiary refused 
services or failed to cooperate. 

We analyzed the appropriateness of each case rlosure, 
and in.our opinion, there was a possible refusal of services 
issue in 72, or 23 percent, of the 117 cases. We believe the 
remaining 45 cases (15 percent) were miscoded by the voca- 
tional rehabilitation counselors. We found no documentary 
evidence that any of these cases had been referred to an 
SSA district, office by a rehabilitation counselor. 

For example, we believe the following case should have 
been pursued as a refusal of service case. 
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--In November 1971 a 31-year-old male was referred to 
the rehabilitation agency. His impairment was re- 
siduals of a spinal fusion which prevented him from 
returning to his former employment as a furnace 
operator. 

The beneficiary had been receiving disability benefits 
since July 1970. At his scheduled medical reexamina- 
tion in April 1972, it was determined that the fusion 
was not completely successful, and his doctor concluded 
that he could not carry on his usual occupation but 
that he possibly could do desk work. 

As a furnace operator the beneficiary’s gross earn- 
ings were about $560 a month. His disability bene- 
fits, which were tax free, were $428 a month. 

The beneficiary was reluctant to accept rehabilita- 
tion services. He regularly missed counseling ses- 
sions and vocational evaluation appointments. In 
view of the beneficiary’s lack of cooperation, the 
counselor closed the case as not rehabilitated be- 
cause of refusal of service. 

CONCLUSIONS 

The economic status of disability beneficiaries can im- 
prove after onset of disability. If the proposed rehabilita- 
tion plan does not maintain or improve their economic status, 
beneficiaries may not be receptive to the services of a reha- 
bilitation agency. This situation inhibits the effectiveness 
of the Beneficiary Rehabilitation Program and can lead to a 
refusal of vocational rehabilitation services. Social security 
legislation provides for withholding payments to beneficiaries 
who refuse such services; however, this provision has not been 
aggressively enforced. 

RECOMMENDATIONS TO THE SECRETARY OF HEW - 

We recommend that the Secretary direct the Commissioner 
of RSA to insure that the necessary information regarding 
beneficiaries who refuse rehabilitation services is sent to 
SSA district offices by vocational rehabilitation counselors. 
The Secretary should also direct the Commissioner of SSA to 
initiate action to require SSA district office personnel to 
investigate each case referred by RSA to determine whether 
benefits should be withheld. This recommendation should 
also be considered by the Commissioners of RSA and SSA in 
jointly developing a plan for inclusion in the Secretary’s 
Operational Planning System. (See p. 23.) 
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MATTERS FOR CONSIDERATION BY TiiE CONGRESS -- - 

The Congress may wish to consider the feasibility of 
establishing a formula method to reduce disabled benefici- 
aries’ monthly benefits according to their demonstrated earn- 
ings capacity. This would not apply to beneficiaries who 
have been determined by SSA to have medically recovered, but 
to those who attempt work and are unable for a period of time 
longer than the g-month trial work period to earn the equival- 
ent of their entitled benefits. Beneficiaries who have been 
determined by SSA to have medically recovered or who could 
engage in work equal to their benefit payments would not be 
eligible for this provision. 

Periodic medical reexaminations of those on trial work 
periods who are still receiving partial disability payments 
would enable SSA to determine whether benefits should be term- 
inated for medical reasons. This would enable the beneficiary 
to gradually assume a full-time occupation and would, for 
those who are able to work part time, partially relieve the 
Federal Government of the support of the individual while 
providing the individual the self-satisfaction associated with 
engaging in the part-time occupation. It would also reduce 
the impact of the $200 limit for substantial gainful activity 
which many believe to be unrealistically low. 

Consideration should also be given to rescinding the re- 
quirement that disabled beneficiaries wait another 24 months 
for Medicare eligibility if after benefits are terminated 
they return to the disability rolls because they are unable 
to continue to work. It is possible that a trial period’ 
during which the beneficiary would retain Medicare eligi- 
bility similar to the g-month trial work period would provide 
added incentive for the beneficiary to accept rehabilitation 
services. 

AGENCY COMMENTS AND OUR EVALUATION - 

HEW agreed on the need for followup in cases involving 
the possible refusal of vocational rehabilitation services. 
HEW plans to institute a computer monitoring system to insure’ 
that each issue of possible refusal is investigated and that, 
if necessary, action to withhold disability benefits will be 
taken. 

HEW believes that establishing a formula method to re- 
duce disabled beneficiaries’ monthly benefits according to 
their demonstrated earnings capacity presents a number of 
problems I HEW was concerned that under such a formula even 
if it reduced benefits by $1 for each $1 of earnings begin- 
ning with the first $1 earned, persons able to earn 
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substantial amounts would be entitled to some benefits. 
HEW cited an example of a disabled worker, with dependents, 
who was entitled to the maximum 1976 disability benefit of 
$901.60 per month and would be able to earn up to $10,000 
per year and still receive over $800 in yearly disability 
benefits. 

At the other extreme, HEW believes that such a formula 
would, for those beneficiaries who supplement their benefits 
with relatively low earnings, be iess liberal than the pre- 
sent law since a disabled beneficiary can currently earn up 
to $200 per month and not lose any benefits. 

HEW added that our proposal could greatly increase the 
number of people who enter the disability benefit rolls. 
They cited those medically disabled persons earning sub- 
stantial amounts in competitive employment who might be en- 
couraged to apply for benefits. HEW said that it would be 
difficult to justify limiting the recommendations to bene- 
ficiaries already on the benefit rolls and having different, 
less liberal criteria for initial entitlement. 

In regard to our proposal that the Congress may wish to 
consider rescinding the requirement that disabled beneficiar- 
ies wait an additional 24 months for Medicare eligibility 
if after their benefits are terminated they return to the 
disability rolls because they are unable to continue to work, 
HEW said that it has not recommended eliminating the 24-month 
waiting period for Medicare in reentitlement cases. HEW 
advised that it is studying our proposal as part of its con- 
tinuing reevaluation of the Medicare program to make it more 
responsive to the health-care needs of the Medicare popula- 
tion. 

We recognize that a formula method for reducing disabled 
beneficiaries’ monthly benefits could present certain prob- 
lems in implementation and that it could affect several 
other programs. However, in view of the potential disincen- 
tives to a beneficiaries’ accepting vocational rehabilitation 
services and remaining employed after engaging in trial workp 
we believe that HEW may wish to use such a formula on a trial 
basis to study its effects on encouraging beneficiaries to 
accept services and become competitively employed and thereby 
result in savings to the trust funds. Also, we do not believe 
that the examples cited by HEW would create great problems,, 

In the first example, HEW is concerned about paying $800 
in disability benefits to a person able to earn up to $10,000 
per year. We believe that, if a formula method for adjusting 
the amount of benefits paid to beneficiaries encourages them 
to seek employment paying $10,000 per year, the savings to 
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the trust funds --the $10,000 per year disability benefits 
th..;t would not be paid-- justifies the payment of $800 in 
benefits. 

We do not believe that this situation would long con- 
tinue because, if a subsequent medical reexamination deter- 
mined that a beneficiary had medically recovered, disability 
benefits would be terminated. Also, if the beneficiary were 
competitively employed, one cost-of-living increase of 9 per- 
cent in the above case would result in termination of.ail 
benefits (.09 x $10,000 = $900). We believe that it would 
be feasible to limit the time beneficiaries can receive bene- 
fits if they are able to engage in competitive employment 
after the trial work period. It also appears to us that, the 
higher the entitled benefits disabled workers are receiving, 
and the higher their earnings after employment, the higher 
would be the benefit to the trust funds in terms of savings 
in benefits not paid. 

Regarding a beneficiary who supplements his benefits 
with relatively low earnings, we do not believe that a 
formula method would adversely affect him. Our proposal, as 
stated, refers to beneficiaries who are unable for a period . . 
of time longer than the g-month trial work period to earn 
the equivalent of their entitled benefits. Durina the trial 
work period, beneficiaries would be entitled to sipplement 
their benefits with the relatively low earnings referred to 
by HEW. Once the trial work period had ended, we believe 
that the formula method might encourage these beneficiaries 
to continue to work rather than stop working just before 
the end of the trial period. 

Regarding the potential for increasing the disability 
benefit rolls substantially, we believe that, if the SSA 
disability determination process is functioning properly, 
there would not be significant additions to the rolls. Our 
recommendation refers to persons who have been judged to 
be disabled under SSA criteria and who have been referred 
to vocational rehabilitation agencies for services. Until 
persons have been judged to be disabled and have met the 
special selection criteria of the Beneficiary Rehabilitation 
Program, the formula would not be applicable. If the other 
recommendations in this report are adequately implemented, 
we do not believe that benefit rolls would increase substan- 
tially because persons already competitively employed are 
granted disability benefits. 
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APPENDIX I APPENDIX I 

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
OFFICEOFTHESECRETARY 

WASHINGTON. D.C. 20201 

March 17, 1976 

Mr. Gregory J. Ahart 
Director, Manpower and 

Welfare Division 
United States General 

Accounting Office 
Washington', D.C. 20548 

Dear Mr. Ahart: 

The Secretary asked that I respond to your request for our 
comments on your draft report entitled, "Improvements 
Needed in Efforts to Rehabilitate,Social Security Disability 
Insurance Beneficiaries." The enclosed comments -represent 
the tentative position of the-Department and are subject to 
reevaluation when the final version of this report is 
received. 

We appreciate the opportunity to comment on this draft 
report before its publication. 

Sincerely yours, 

Comptroller 

Enclosure 
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COMk!ENTS OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE OE THE GE2IlBAL 
ACCOUNTING OFFICE DRAFT REPORT ENTITLED “IMPROVEMENTS NEEDED IN EFFORTS TO 
REHABILITATE SOCIAL SECURITY DISABILITY INSURANCE BENEFICIARIES” 

We are in basic agreement with the report’s major recommendations and 
have taken, or are taking, steps to implement them. Our comments on the 
individual recommendations are set forth below. 

GAO RECOMMENDATION 

That HEW: 

-- Assure that actuarial assumptions used in attributing savings to 
the Beneficiary Rehabilitation Program are consistent with the 
program’s eligibility criteria. In arder to accurately attribute 
savings to the program, cases should be excluded from savings 
computations if rehabilitation services were not instrumental in 
the termination of benefits. 

-- Accurately determine trust fund savings attributable to the 
Beneficiary Rehabilitation Program, and report this to the cogni- 
zant Congressional Committees and to the Board of Trustees for 
their consideration. 

DEPARTMENT COMMENT 

We concur with the recommendations. The Social Security Administration 
and the Rehabilitation Service Administration will work together to 
obtain the necessary data and to assure that all the information received 
from vocational rehabilitation agencies is accurate and timely. Several 
steps have already been taken, as detailed later, and others are planned. 
In the meantime, RSA and SSA are jointly conducting Program Administrative 
Reviews (PAR) of the program in all vocational rehabilitation agencies 
during this fiscal year. The case review schedule developed for use in 
the PAR’s is designed to show agency deficiencies in the special selection 
criteria area as well as to indicate wbzthm the servir,ea prpyided 
contributed to the individual’s rehabilitation. 

_ However, it must be recognized that there are individual cases that-may 
meet the criteria in accordance with the counselor’s judgment at the 
time of selection, but which may eventually fall short of meeting program 
objectives because of unforeseeable or unpredictable circumstances. 

The problem which counselors appear to be experiencing the most diffi- 
culty with is selection criteria No. 2 -- “The disabling effect of the +, ~*.q+ti*f~&$@ -+$#*~*~~ @&. piiritikd .gbfq*coP, fs expected to iema*n at a 

level of severity which would result in the continued payment of bene- 
fits.” It is important to note that although there are many cases which 
are diaried by DDS for re-examination and expected to recover medically 
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within a short time (12 months) there are other cases similarly diaried 
for re-examination that will in fact not recover within the expected 
time. Still others may not be expected to recover without the pl 
intervention by State vocational rehabilitation agencies. For this 
reason, REW is reluctant to require arbitrarily that all such cases be 
excluded for assignment to the Trust Fund account. We intend, however, 
to require full and adequate justification in each instance where Trust 
Fund expenditures are made. 

GAO RECOMKENDATION 

That the Board of Trustees include an evaluation of the effectiveness of 
the Beneficiary Rehabilitation Program in its annual report to the 
Congress on the operation and status of the trust funds. 

DEPARTMENT COMMENT 

SSA and RSA will work to provide necessary data to the Office of the 
Actuary for a yearly cost benefit analysis and, as requested, will 
provide the Board of Trustees whatever information and data is needed to 
compile an annual report on program progress and problems. 

GAO RECOMMENDATION 
. 

That the Secretary ensure that the Beneficiary Rehabilitation Program is 
implemented and administered as intended by the Congress by directing 
the Commissioners of SSA and RSA to jointly develop a plan for inclusion 
in the Secretary’s Operational Planning System. 

DEPARTMENT COMMENT 

We believe that such focus at the Department level will do much to 
improve program performance at all administrative and operational levels. 

GAO RECOMMENDATION 

In order for the Commiskioners of RSA and SSA to jointly develop a plan 
for inclusion in the Secretary’s Operational Planning System, and for 
the Beneficiary Rehabilitation Program to realize its full potential of 
returning the maximum number of disabled beneficiaries to substantial 
gainful activity, GAO recommends the following: 

The Secretary, HEW, should require 

-- the Commissioners of RSA and SSA to jointly develop an infor- 
mation system to measure the effectiveness of the Beneficiary 
Rehabilitation Program. This system should include controls to 
assure that only beneficiaries who meet the program’s selection 
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criteria are accepted and served by State rehabilitation agencies. 
e system should also ensure that cases in which rehabilitation 

services were not ustrumental in the termination of benefits are 
excluded from program savings computations. This system should be 
adequate to provide the Board of Trustees with information neces- 
sary to include an evaluation of the program in its annual report 
to the Congress, 

-- the Commissioner, RSA, to use trust funds which have been made 
available for program administration to establish a capability in 
HRW regional offices to provide adequate technical assistance to 
States and to adequately staff the program at HEW headquarters, 
This should assure that State rehabilitation agencies will dis- 
tinguish between the goals and criteria of the Beneficiary Reha- 
bilitation Program and the basic State vocational rehabilitation 
program. 

-- the Commissioner, RSA, to provide for eligible beneficiaries to 
receive services up to the time of benefit termination and to be 
retained in the rehabilitation agencies’ active caseload until 
then. This will also require closer cooperation by SSA and State 
vocational rehabilitation agencies. 

- the Commissioner, SSA, to assure that actuarial assumptions used 
in attributing savings to the program are consistent with the 
program’s eligibility criteria. 

DEPARTMENT COMMENT 

As to the first item, we concur in principle. However, to comply to the 
letter of this recommendation would require a review of each VR folder 
at the time of case assignment to the trust fund program, constant moni- 
toring to ensure that the special selection ‘criteria continue to be met, 
and a review at the time of closure. As indicated, such a monitoring 
program would require an increase in manpower requirements to the point 
where administrative costs may well exceed expenditures fgr case se.rvices. 
We expect to comply through changes in control, monitoring, and data 
collection systems. 

We have taken measures to improve the effectiveness 
system by revising some reports, for example: 

of the information 

RSA-200 - Quarterly Status Report: Disability Insurance Program 
and Supplemental Security Income Program 

This report was revised to include a clear distinction between reporting 
of cases which do and do not meet the special selection criteria. 
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RSA-300 - Federal State Program of Vocational Rehabilitation 

This report, used to describe the characteristics of clients closed from 
the SSDI Program to provide for planning and evaluation purposes, was 
revised to clarify the case service report related to SSpf benefici- 
aries. Further revision of this report is planned to provide data to 
serve as the basis for an information system to measure the effective- 
ness of the beneficiary rehabilitation system, 

VR Monitoring System 

A system for monitoring various aspects of the program is expected to be 
put in place in the near future. Initially, the system will assure that 
VR agencies report instances of beneficiary noncooperation and will pro- 
vide gross and demographic data on the DDS-referred beneficiaries ac- 
cepted for VR services. Once in place, the system is also expected to 
establish a control to assure VR Submission of VR ch8ufe information 
(now Form SSA-853). The format for reporting this VR closure infor- 
mation is being redesigned to provide SSA with the necessary data for 
performing more sophisticated cost/benefit analysis. 

Among the other reports that make up the management information system8 
are : 

\ 
RSA-1 - Program and Financial Plan 

The Program and Financial Plan is a management tool developed to assist 
the States and RS Regional and Central Offices in systematically developing 
short and long range goals, with resource requirements and narrative 
justification. Information from the PFP is used by RSA and the Depart- 
ment for short and long range planning, and for the preparation of the 
budget. 

RSA-2 - Annual Report on Vocational Rehabilitation 

This report provides a detailed breakdown of fiscal and program statistical 
data on the Basic Support, Beneficiary _ ?&abilitation and Supplemental 
Security Income Programs. It provides total accountability, for the 
fund8 allocated and utilized under each of these programs. 

RSA-13 - Quarterly Progress Report 

This report provides the State VR agencies and the RS Regional and 
Central Offices with broad program goals, program accomplishments, and 
cumulative expenditures. It is an essential management tool and needed 
to monitor program progress. 
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Fiscal reports JUJAw1, 2 and 13 are management tools designed for complete, 
incisive reporting and overall accountability. These reports are continu- 
ously updated based on managementss need. 

With respect to the second item of GAO’s recommendation, early in 1975 
RSA Regional Gffices assigned a full-time professional position with 
responsibility for the Social Security Disability Insurance (SSDI) and 
Supplemental Secyrity Income (SSI)-VR programs. The Social Security 
Administration @$A) has also designated one staff person in each of 
their Regional Offices to work with RS regional staff on these programs. 
A joint training conference was held for the RSA and SSA regional staff 
in September 1975 and another is planned for the spring of 1976. Current 
RSA regional activities related to the Beneficiary Rehabilitation Program 
include : 

- conducting a Program Administration Review in nine State agencies 
during Py $973, and completing PARS in all remaining States during 
FY 1974; 

- monitoring and assisting the State agencies on the current review of 
all active SSDX and SSI cases assigned to special funds; 

.- conducting two training sessions in each region for State program 
coordinators during PY 1976; and 

- monitoring and analyzing program reports submitted by the States and 
providing teohnical assistance on a State-by-State basis. 

RSA proposes to make a manpower utilization study in the near future to 
determine stqffing needs and for making appropriate staff assignments at 
headquarters and In the regional offices. 

With regard to the third item of the recommendation, XRW agrees that 
eligible benaf#iarles should be provided services up to the time of 
benefit terminstion or beyond, if necessary, but does not feel that the 
individual needs ta be carried in “active” status in order to provide 
such services, RSA already has a system in place pursuant to the 
Rehabilitatxan Act of 19i3 for providing post-employment services subse- 
quent to rehabilitation closure. RSA will work with SSA and the State 
VR agencies to assure that every case is provided post-employment 
services as needed, but only if the client is engaging in what would 
usually be cona$dered a substantial gainful activity (SGA). We do not 
believe i.t feasible to track individuals rehabilitated into employment 
at less than SGA levels, unless there is a strong likelihood (documented 
by VR), that, with the passage of time and provision of any necessary 
post-employment services, such work will increase to SGA levels. This 
latter exception is predicated upon our knowledge that, despite the best 
intentions and counseling practices of VR personnel, there will always 
be those clients who, because of severity of impairment, lack of initi- 
ative, etc., will never engage in employment at the SGA level. 
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Rehabilitation Services manual instructions were issued on May 9, 1975, 
to the States to more adequately assure the success of the rehabilitation 
process and result in termination from the benefit rolls. These in- 
structions require casework procedures to be established for furnishing 
necessary post-employment services for at least a minimum period to 
coincide with the g-month trial work period. In addition, contact with 
the client’s local Social Security district office to determine benefit 
status before the case is closed from consideration for post-employment 
services will enable the State agency to provide any necessary services 
if benefits have not been terminated. . 

The States are currently being provided data on total benefit termi- 
nations and recidivism on the group of individuals they have rehabili- 
tated under the program. Plans are also being made whereby the Social 
Security Administration will notify the State agency of the benefit 
termination of each client served under the Beneficiary Rehabilitation 
Program. Thbs will enable the States to more efficiently assure that 
post-employment services are provided up to the time of benefit termi- 
nation and beyond, if necessary. 

GAO has pointed out that rehabilitations are advancing while the number 
of benefit terminations have leveled off. Some of the reasons for thjts 
are the poor state of the national economy, high tunemployment rate and 
inflation in recent years. Another major factor is that disincentives 
to rehabilitation have gradually and inadvertently become a part of the 
Social Security Act. These include higher benefit levels; health bene- 
fits; termination of all benefits, even though demonstrating an ability 
to work at a level only slightly above substantial gainful activity; 
counter productive aspects of the trial work provision and the vocational 
rehabilitation refusal provision. While certain provisions, such as 
higher benefit payments and health benefits, are beneficial to the 
individual, other modifications have not been made to promote rehabili- 
tation incentives for the individual who is more self-sufficient. An ad 
hoc committee appointed by the Council of State Administrators of 
Vocational Rehabilitation, Committee on Social Security Relationships, 
has studied this problem and addresses it at length in their report on 
ways to improve the trust fund and SSI programs, doted September 1975. 

With respect to the last item of the recommendation, we agree that 
actuarial assumptions used in attributing savings to the program should 
be consistent wfth the program’s eligibility criteria. As we have 
previously stated, much has already been done to improve reporting by 
the State VR agencies. SSA and RSA will work together to devise some 
type of sampling system for assuring that only those cases meeting the 
special selection criteria and whose benefit terminations are directly 
related to the VR services provided are included in savings computations. 
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GAO RECOMMENDATION 

That SSA institute an outreach effort to notify periodically all disability 
beneficiaries of the availability of vocational rehabilitation services. 
This could generate voluntary inquiries from beneficiaries who are 
genuinely interested in rehabilitation services. If it is determined 
after a trial period that additional beneficiaries do not meet the 
eligibility criteria for the program, this should be reported to the 
Congress so that proper adjustments in the funding level can be made. 

DEPARTMENT COMMENT 

We agree that greater outreach effort is needed. Accordingly, we will 
undertake a review and modification of existing outreach efforts to see 
wherein improvements can be effected. Although GAO suggests that all 
beneficiaries be periodically notified, we believe that certain dis- 
cretionary controls (or screening guidelines) will be mandatory, e.g., 
age of the claimant, degree of impairment, prognosis, etc., to eliminate 
from notification those beneficiaries for whom VR services would obviously 
be contraindicated. 

We should also point out that at present the SSA district offices are 
currently instructed to provide applicants with informational material 
on VR services. Allowed beneficiaries receive further information on 
the availability of VR services in a booklet, “Your Social Security 
Rights and Responsibilities” which is enclosed with the award notice. 
In addition, the disability adjudicator and medical consultant screens 
each case to identify whether or not a referral should be made for VR 
services. National screening and referral criteria guidelines have been 
developed to assure that all disability insurance applicants who may 
benefit from VR services have the opportunity to receive them. We plan 
to re-evaluate this procedure to assure that more of the severely 
disabled are included in the rehabilitation process. 

We agree that funding should be tied to program performance. 

[See GAO note, p. 52.1 

GAO RECOMMENDATION 

That Congress should temporarily freeze the funding level for the Bene- 
ficiary Rehabilitation Program at the fiscal year 1976 level plus pro-’ 
viding a factor for inflation. This should provide sufficient funds for 

48 



APPENDIX I APPENDIX I 

program operation until such time as HEW can assist the States in 
properly administering the day-to-day operations of the program using 
the proper goal and provide HEW with sufficient time to advise the 
Congress on the resource needs and progress of the Beneficiary Rehablli- 
tation Program. 

DEPARTMENT COMMENT 

All State VR agencies have been instructed to screen their active case- 
loads during PY 1976 to assure that those cases assigned to the Bene- 
ficiary Rehabilitation Program continue to meet the special selection 
criteria. This screening is expected to reduce the number of individuals 
whose services are being financed with trust funds. We anticipate that 
this caseload reduction will be of such significance so as to require 
less funds during PY 1977. In fact, the Department estimates that ten 
percent less funds are required during F’Y 1977 as a result of this 
expected caseload reduction. Despite this reduction in funding, we 
believe the budget will be sufficient to serve those beneficiaries truly 
eligible during this period of reassessment and readjustment. However, 
it is important to indicate that we are not yet able to calculate the 
cost impact of serving only those truly eligible for the program, i.e., 
the more severely disabled who will require multiple services over an 
extended period of time. 

GAO RECOMMENDATION 

That after the Congress has been provided with this information, the 
Congress consider financing the Beneficiary Rehabilitation Program based 
on an annual determination by the Board of Trustees of the demonstrated 
success of the program in providing savings to the trust funds through 
rehabilitating the maximum number of beneficiaries into productive 
activity. This would eliminate the present fixed percentage method of 
financing the program which does not relate program funding to its 
demonstrated success. 

DEPARTMRNT COMMENT 

In the beginning of the Beneficiary Rehabilitation Program, the formula 
method for determining the total funds which could be made available 
provided the VR agencies with the necessary funds for starting up this 
new program and made a slight increase in monies available each year as 
beneficiary caseloads grew. In recent years, however, a number of 
circumstances resulted in dramatic increases in the total funds avail- 
able--the increase in the formula percentage, the burgeoning disability 
rolls, and the periodic Increase in benefit levels. We think the 
original formula basis for financing the BRP has now outlived its 
usefulness and is currently providing more funds than may prudently be 
expended by the VR agencies. The Department will investigate alternate 
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approaches to linking Beneficiary Rehabilitation Program funding to 
State agency perfo rice and cost savings to the Trust Fund. The 
Department will coo inate an investigation of the total program and 
financing with eval tion of alternative means for correcting identifi- 
able deficiencies. A report of the findings will be rendered to the 

ard of Trustees and the Congress. 

GAO RWXQ¶ENDATION 

The Secretary, HEW, should direct the Commissioner, RSA, to ensure that 
the necessary information regarding the referral of information on 
beneficiaries who refuse rehabilitation services is sent to SSA district 
offices by vocational rehabilitation counselors. The Secretary, HEW, 
should also direct the Commissioner, SSA, to initiate action to require 
SSA district office personnel to investigate each case referred by BSA 
to determine whether benefits should be withheld. 

DEPARTMENT CO?+QiENT 

We concuf. Joint efforts by BSA and SSA are underway. To ensure that 
each issue of possible refusal is investigated, we plan to institute a 
computer monitoring system. All DDS referrals to VR agencies will be 
controlled and followed-up. When a refusal issue is reported, another 
control will be established, and the case will be forwarded to the SSA 
district office for full development. If the individual, following 
contact by the district office, agrees to accept proffered VR services, 
the DC will forward the claim to the DDS for re-referral. If the indi- 
vidual persists in refusing, the DC will forward the claim to the 
Regional Office where a determination will be made as to “good cause”‘, 
and, if necessary, suspension action taken. 

CA0 RECOMMENDATIONI 

The Congress may wish to consider the feasibility of establishing a 
formula method to reduce disabled beneficiaries’ monthly benefits ac- 
cording to his demonstrated earnings capacity. This would not apply to 
beneficiaries who have been determined by SSA to have medically recovered, 
but to those who attempt work, but are unable for a period of time 
longer than the $-month trial work period to earn the equivalent of 
their entitled benefits. Beneficiaries who have been determined by SSA 
to have medically recovered or who could engage in work equal to their 
benefit payments would not be eligible for this provision. 

Consideration should also be given by the Congress to rescinding the 
requirement that a disabled beneficiary wait 24 months for Medicare 
eligibility if he engages in competitive employment but is unable to 
continue to work. It is possible that a trial period during which the 
beneficiary would retain Medicare eligibility similar to the g-month 
trial work period would provide added incentive for the beneficiary to 
accept rehabilitation services. 
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DEPARTMENT COMMENT 

While we can appreciate GAO’s concern that disability beneficiaries 
should not be discouraged from returning to work, the legislative 
recommendation which they make presents a number of problems. First, 
under the GAO recommendation, partial benefits would be paid to people 
who, despite their impairments, were able to engage in substantial 
gainful activity and earn very substantial amounts. For example, even 
under a formula which would reduce disability benefits by $1 for each $1 
of earnings beginning with the first $1 earned, it would be possible for 
a disabled worker (with dependents) who was receiving the maximum family 
benefit (in 1976) of $901.60 a month to earn as much as $10,000 in a 
year and still receive more than $800 in disability benefits for the 
year. And for the beneficiary who supplements his benefits with rela- 
tively low earnings, this approach would be less liberal than present 
law since a disabled beneficiary can earn up to $2,400 ($200 a month) 
under present SGA regulations and not lose any benefits. A more liberal 
provision would, of course, permit people to have even more substantial 
earnings and still get some benefits, and, depending on how liberal it 
was, could substantially increase the cost of the program. 

Second, a proposal along these lines could greatly increase the number 
of people who come on the disability benefit rolls. Conceivably, all of 
the people who are medically disabled but who would have applied for 
benefits except for the fact that they were earning substantial amounts 
would come in and file for benefits even if they would be potentially 
entitled to as little as $1 in benefits. (It would be difficult to 
justify limiting the recommendations to those beneficiaries who are 
already,on the benefit rolls and having different, less liberal sub- 
stantial gainful activity criteria applicable for initial entitlement.) 

In its report on the Social Security Amendments of 1967, the House 
Committee on Ways and Means, with concurrence by the Senate Finance 
Committee stated: 

“The committee also believes it is necessary to reaffirm that an 
individual who does substantial gainful work despite an impairment 
or impairments that otherwise might be considered disabling is not 
disabled for purposes of establishing a period of disability or for 
social security benefits based on disability during any period in 
which such work is performed. The language in the committee’s 
bill, therefore, specifically provides that where the work or 
earnings of an impaired individual demonstrates ability to engage 
in substantial gainful activity under criteria prescribed by the 
Secretary, the individual is not disabled within the meaning of 
title II of the Social Security Act." 
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With respect to the second of GAO’s recommendations, we would point out 
that the Social Setiurity Amendments of 1972 extended Medicare coverage 
to people receiving social security or railroad retirement benefits 
based on their disability, beginning with the 25th consecutive month of 
entitlement,to disability benefits. Where there is an interruption in 
entitlement to disability benefits after the 24-month requirement has 
been completed, a new 24-month waiting period must be served before 
entitlement to Medicare can be resumed. 

The Committee on Ways and Means of the House of Representatives dis- 
cussed the basis for the decision to include the 24-month waiting period 
in its report on the Social Security Amendments of 1972. In its report . 
the Committee gave the following explanation: 

While your committee has concluded that considerations of public 
policy dictate the extension of medicare protection to the dis- 
abled, your committee also believes, given the cost and financing 
considerations involved in such coverage, that it is imperative to 
proceed on a conservative basis. Consequently, your committee’s 
bill would provide health insurance protection only after the 
disabled beneficiary has been entitled to social security disa- 
bility benefits for not less than 24 consecutive months. Such an 
approach would help to keep program costs within reasonable bounds, 
avoid overlapping private health insurance protection, particularly 
in those cases where a disabled worker may continue his membership 
in a group insurance plan for a period.of time following the onset 
of his disability, and minimize certain administrative problems 
that might otherwise arise in cases in which entitlement to disa- 
bility benefits is not determined until some time after application 
is made because of delays due to the appellate process. 

Moreover, this approach would provide assurance that the protection 
will be available to those whose disabilities have proven to be 
severe and long lasting. 

The Administration has not recommended elimination of the 24-month 
waiti\ng period for Medicare in reentitlement cases. Nevertheless, we 
are studying this proposal as part of our continuing reevaluation of the 
Medicare program to determine what changes might be undertaken, within 
limitations of available funds, to make the program more responsive to 
the health-care needs of the Medicare population. 

GAO note: Deleted comments pertain to matters 
presented in the draft report but revised 
in this final report. 
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NINETY-THIRD CONGRESS 
WILmJR 0. MILLS. LRK.. CHAIRMAN 

CHIRLES E. CHIMBUUIN. MIOI. COMMITTEE ON WAYS AND MEANS 
,CRRl I.. Prn18. ULLLF, JOHN J. 0”Ncm. TErm. MluLD 0. mROlzMAN. cao. U.S. HOUSE OF REPRESENTATIVES 

nu. *RcHER. WASHINGTON, D.C. 20515 

B-164031(4) 

The Honorable Elmer B. Staats 
Comptroller General of the 

United States 
Washington, D. C. 

Dear Mr. Staats: 

The staff of the Committee on Ways and Means is 
presently conducting a thorough review of the social 
security disability insurance program. One of the issues 
it is looking into is the effectiveness of the Beneficiary 
Rehabilitation Program , which is intended to enable social 
security disability insurance beneficiaries to return to 
employment and consequently reduce substantial future payments 
of trust funds. This program, as you know, is financed 
with social security trust funds and is administered by the 
Rehabilitation Services Administration, Social and Rehabilitation 
Service. The program has grown rather dramatically in recent 
years and significant savings to the trust funds have been 
claimed for the program. 

It is my understanding that the General Accounting 
Office (GAO) is conducting a survey of this program with 
particular emphasis on expenditures, savings, and criteria 
for client processing. While GAO may already be addressing 
itself to areas in which the Committee is interested, I would 
like GAO to consider the following questions: 

(1) How do the Social Security Administration 
and the Rehabilitation Services Administration 
coordinate the operation and management of 
the Beneficiary Rehabilitation Program? 

(21 Are the criteria used to select clients for 
referral under the basic vocational rehabilitation 
program and the criteria used in selecting clients 
for Social Security Trust Fund financed services 
reasonable and consistent? Are Beneficiary 
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(31 

(4) 

(5) 

APPENDIX II 

Rehabilitation program savings computations 
based on current and accurate data? How is this 
data used and are the actuarial assumptions consistent 
with the manner in which the program is administered? 

Rehabilitation Services Administration emphasizes 
Rrehabilitation" in its statistical reporting 
whereas the Beneficiary Rehabilitation program 
has a primary goal the “recovery” of individuals 
in order that they caureturn to competitive 
@Ittp%syinen%. Are these program goals Consistent 
and does the vocational rehabilitation program, 
as administered by Rehabilitation Services 
Administration assist the clients to and through 
the recovery stage? 

Are clients who are accepted for vocational 
rehabilitation services, which are financed with 
trust funds, those clients who would probably 
have recovered within a short time without these 
services? 

Do State vocational rehabilitation agencies 
adequately distinguish between the Beneficiary 
Rehabilitation and the basic vocational rehabili- 
tation programs? Should there be a distinction? 

I would be particularly interested in an overall 
determination of the impact of the vocational rehabilitation 
services on termination of social security benefits. 

Since the Committee will be considering these matters 
in the near futurep I would appredtate your giving the highest 
priority to furnishing info tion on the questions I have 
asked. 

S 

Wilbur D. Mills 
Chairman 

WDM/kf 
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REHABILITATION SERVICES --- ------ 

--Evaluation, including diagnostic and related services. 

--Counseling and guidance. 

--Physical restoration services. 

--Training, including personal and vocational adjustment, 
maintenance, books and training materials (including 
tools), transportation. 

--Placement. 

--Tools; equipment; initial stocks and supplies, includ- 
ing equipment, and initial stocks and supplies for 
vending stands: occupational licenses. 

--Management services provided by the State agency and 
acquisition of vending stands for small business enter- 
prises operated under the supervision of the State 
agency by the severely handicapped. 

--Interpreter services for the deaf. 

--Services to members of a handicapped individual’s 
family when such services will contribute substantially 
to the rehabilitation of the handicapped individual. 

--Such other goods and services as are necessary to 
render a handicapped individual fit to engage in a 
gainful occupation. 
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DESCRIPTION OF SAMPLES OF DISABILITY INSURANCE ----- ----- ------- 

BENEFICIARIES REVIEWED ~- ----- 

We made five samplings, each designed to provide 
information on a particular aspect of the program. 

SAMPLE 1 

A random sample of 350 beneficiaries who were reported 
to SSA from January 1, 1971, to December 31, 1973, as 
rehabilitated by the 4 State rehabilitation agencies 
and whose disability benefits were terminated. This 
sample was selected from SSA’s “Master Vocational 
Rehabilitation Record. ” i/ 

Our sample provided a statistical reliability of 95 per- 
cent. These cases were included in the SSA actuarial 
computation of trust fund savings attributed to the 
Beneficiary Rehabilitation Program. (See ch. 2.) We 
assessed the attributes of these cases and the extent 
to which the services provided by the State rehabilita- 
tion agencies contributed to the termination of disa- 
bility benefits. Information on the universe of cases 
in the four States and on our projection of cases in 
which rehabilitation services had little impact on 
benefit termination is shown on page 13. 

SAMPLE 2 

A’random sample of 400 beneficiaries who were reported 
to SSA from January 1, 1971, to June 30, 1973, as reha- 
bilitated by the 4 State rehabilitation agencies and 
whose disability benefits were not. terminated. A small -- 

l/This record - is a cumulative listing of those beneficiaries 
reported to SSA as rehabilitated. SSA officials believe 
that all rehabilitants are not included in this data source 
because about 30,000 more trust fund rehabilitations were 
reported by State agencies to RSA over the period. How- 
ever, SSA officials agree that this is the best source 
for a selection of rehabilitation cases. What probably 
accounts for most of the variance is that, before late 
1972, trust fund rehabilitants classed as homemakers, 
sheltered workshop employees, and unpaid family workers 
were not included in this file because there was little 
chance of benefit termination. They are now being entered 
in the file. 
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number of clients from this sample later had their bene- 
fits terminated after undergoing a trial work period. 
This sample was also selected from the SSA “Master 
Vocational Rehabilitation Record.” Our sample provided 
a statistical reliability of 95 percent. We reviewed 
these cases to determine why the services provided 
by the rehabilitation agencies did not result in the 
termination of disability benefits. 

SAMPLE 3 --- 

A random sample of 192 beneficiaries who received 
rehabilitation services but were classified as not 
rehabilitated by the 4 State agencies. This sample 
was selected from records at the State agencies re- 
viewed. We were interested in why beneficiaries 
could not be classified as rehabilitated by the State 
rehabilitation agencies. 

SAMPLE 4 -- 

We selected 68 cases in a service status at the time 
of our review from records maintained in the 4 State 
rehabilitation agencies. Our selection was based 
on each State’s determination of cases which could 
be considered long term and/or which had significant 
amounts spent on them. We reviewed selected case 
characteristics and the extent to which the States 
had controls to assure continuing eligibility for 
the Beneficiary Rehabilitation Program. 

SAMPLE 5 --- 

We selected 119 disability beneficiary cases which 
were not accepted into the program by the 4 State 
rehabilitation agencies. We reviewed characteristics 
of these cases and the State agencies’ reasons for 
not accepting them. 

Our review approach was identical for each sample. For 
each beneficiary, we obtained extensive information from the 
files of the State rehabilitation agency. Available comple- 
mentary information was extracted from beneficiaries’ dis- 
ability files at SSA in Baltimore, Maryland. This independ- 
ently developed information was then merged and formed the 
basis for our determinations and evaluations. 
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DISABLED WORKER BENEFICIARY TRENDS 

Disabled 
Year beneficiaries 

(note a) on roll -.-- 

1957 178,802 
1960 544,838 
1965 1,150,699 
1966 1,272,396 
1967 1,405,125 
1968 1,521,580 
1969 1,644,124 
1970 1,761,138 
1971 1,926,359 
1972 2,105,422 
1973 2,335,756 

Total 
terminated 
from rolls 

for recovery 
(note b) 

3,s: 
18,441 
23,111 
37,151 
37,723 
38,108 
40,802 
42,981 
39,393 
36,696 

Credit for 
benefits 

terminated 
claimed by 

Beneficiary 
Rehabilita- 

tion Program 
(note c) -- 

170 .4 
1,068 2.8 
2,799 7.3 
3,078 7.5 
2,335 5.4 
2,408 6.1 
2,597 7.0 

Percent 
terminations 

claimed by 
Beneficiary 

Rehabilitation 
Program 

a/Monthly cash benefits were first paid to disabled workers aged SO-64 - 
in July 1957,. 

b/Includes persons removed from the benefit rolls for reasons other than 
death.or attainment of age 65 (when disability benefits are automatically 
converted to old age benefits). tYi 

IT 
c/Program began about March 1966. - 
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ASES SCHEDULED 
FQR MEDICAL REEXAMINATEON 

Percent 
101 

.9 

8 

7 

6 

5 

4 

3 

2 

1 

I 

. 

-_ ,-,. ..,- 
SAMPLE 1 SAMPL .E 2 SAMPL SE 3 

REHABILITATED REHABIL!TATED NOT REHABILITATED 
AND AND AND 

TERMINATED NOT TERMINATED NOT TERMINATED 

CASES SCHEDULED FOR MEDICAL REEXAMINATION 

CASES NOT SCHEDULED FOR MEDICAL REEXAMlNATlON 
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PRINCIPAL HEW OFFICIALS RESPONSIBLE FOR -- 

ADMINISTERING ACTIVITIES DISCUSSED IN THIS REPORT -_I - 

Tenure of office 
From To 

SECRETARY OF HEALTH, EDUCATION, 
AND WELFARE: 

David Mathews 
Caspar W. Weinberger 
Frank C. Carlucci (acting) 
Elliot L. Richardson 
Robert H. Finch 
Wilbur J. Cohen 
John W. Gardner 

ADMINISTRATOR, SOCIAL AND 
REHABILITATION SERVICE 
(note a): 

John A. Svahn (acting) 
James S. Dwight, Jr. 
Francis D. DeGeorge (acting) 
Philip J. Rutledge (acting) 
John D. Twiname 
Mary E. Switzer 

COMMISSIONER, SOCIAL.SECURITY 
ADMINISTRATION: 

James B. Cardwell 
Arthur E. Hess (acting) 
Robert M. Ball 

ASSISTANT SECRETARY FOR HUMAN 
DEVELOPMENT: 

Stanley B. Thomas, Jr. 
Stanley B. Thomas, Jr. 
(acting) 

COMMISSIONER, REHABILITATION 
SERVICES ADMINISTRATION 
(note b): 
Andrew S. Adams 
James R. Burress (acting) 
Corbett Reedy (acting) 
Edward Newman 
Joseph V. Hunt 
Joseph V. Hunt (acting) 
Mary E. Switzer 

Aug. 1975 
Feb. 1973 
Jan. 1973 
June 1970 
Jan. 1969 
Mar. 1968 
Aug. 1965 

June 1975 
June 1973 
May 1973 
Feb., 1973 
Mar. 1970 
Aug. 1967 

Aug. 1973 
Mar. 1973 
Apr. 1962 

Aug. 1973 

Apr. 19?3 

Apr. 1974 
Jan. 1974 
Jan. 1973 
Oct. 1969 
Apr. 1968 
Oct. 1967 
Dec. 1950 

Present 
Aug. 1975 
Feb. 1973 
Jan. 1973 
June 1970 
Jan. 1969 
Mar. 1968 

Present 
May 1975 
June 1973 
May 1973 
Feb. 1973 
Mar. 1970 

Present 
Aug. 1973 
Mar. 1973 

Present 

Aug. 1973 

Present 
Apr. 1974 
Jan. 1974 
Jan. 1973 
Oct. 1969 
Apr. 1968 
Aug. 1967 
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APPENDIX VII APPENDIX VII 

a/In February 1975 the Rehabilitation Services Administra- 
tion was transferred from the Social and Rehabilitation 
Service to the Office of Human Development, headed by 
the Assistant Secretary for Human Development. 

&/In August 1967 the Vocational Rehabilitation Adminis- 
tration became the Rehabilitation Services Administration. 
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