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In 2003, GAO designated federal
disability programs as a high-risk
area because federal disability
programs remained grounded in
outmoded concepts that have not
been updated to reflect the current
state of science, medicine,
technology, and labor market
conditions. In addition, the Social
Security Administration (SSA) and
the Department of Veterans Affairs
(VA) faced management
challenges, especially with their
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what steps SSA and VA have taken
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programs and (2) to what extent
SSA and VA coordinate with other
federal agencies that provide
services to individuals with
disabilities. To do this, GAO
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consultation with key agencies and
other stakeholders, consider
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leaders from appropriate federal
agencies to develop a cost-effective
federal strategy that would
integrate services and support to
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provided technical comments.
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FEDERAL DISABILITY PROGRAMS

More Strategic Coordination Could Help Overcome
Challenges to Needed Transformation

What GAO Found

SSA and VA have taken some initial steps to recognize a more modern
concept of disability, but both agencies still encounter challenges in fully
assessing an individual’s capacity to work and in addressing claims processing
problems. SSA and VA have revised some eligibility criteria to reflect medical
advances and to support beneficiaries’ efforts to return to work and achieve
self-sufficiency. However, their revisions to eligibility criteria fall short of
fully incorporating a modern understanding of how technology and labor
market changes should impact eligibility for disability benefits and return-to-
work rates remain low. The low return-to-work rates may be due, in part, to
the timing in which certain supports are offered to beneficiaries. However,
the timing of services are constrained by several factors, including program
design, laws, and the agencies’ limited span of authority over benefits and
services offered by other agencies. Finally, although SSA and VA are taking
steps to address management challenges, both agencies continue to
experience delays in processing disability claims and persistent backlogs.

Agencies Working Together to Integrate Services for Individuals with Disabilities

——  Agenda:

Develop federal strategy
to integrate services

for individuals with
disabilities

Source: GAO analysis; Art Explosion (images)

SSA and VA disability programs partner with other federal agencies that
provide services to individuals with disabilities on specific initiatives, but
governmentwide coordination of cross-cutting programs is lacking. For
example, SSA and VA have partnered with specific agencies to support
employment-related services, conduct research, and improve the integrity and
operation of their disability programs, among other things. While interagency
partnerships may help to improve some programs, individuals with disabilities
and the programs serving them continue to operate without a centralized
federal strategy or a coordinating entity to ensure federal policies, services,
and supports are aligned.
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The Honorable George V. Voinovich

Ranking Member

Subcommittee on Oversight of Government Management,
the Federal Workforce, and the District of Columbia

Committee on Homeland Security and Governmental Affairs

United States Senate

Dear Senator Voinovich:

In 2005, the Social Security Administration (SSA) and the Department of
Veterans Affairs (VA) collectively provided over $150 billion in cash
benefits to individuals with disabilities and their families. During this
timeframe, these agencies provided cash assistance to approximately 12.8
million SSA beneficiaries and 2.6 million VA beneficiaries. SSA and VA
disability programs are expected to grow as baby boomers enter their
disability-prone years and service members injured in the line of duty,
including those returning from conflicts such as Operation Iraqi Freedom
and Operation Enduring Freedom, apply for benefits. Both SSA and VA
have experienced difficulty processing their disability claims workload,
resulting in large backlogs and long waits for claimants seeking benefits.

GAO designated federal disability programs as a high-risk area in 2003. In
particular, our prior work found that three of the largest disability
programs in SSA and VA relied on outmoded criteria for determining
program eligibility that did not fully reflect advances in medicine and
technology or changes in the labor market. As a result, SSA’s and VA’s
disability programs may not recognize an individual’s full potential to
work. While SSA and VA disability programs differ in the purpose and
populations they serve, they face similar challenges in making complex
determinations about individuals with impairments and their capacity to
work in today’s labor market.

Although SSA and VA are the largest providers of disability benefits, over
20 agencies and almost 200 federal programs provide benefits and services
to individuals with disabilities. The Department of Education (Education),
the Department of Labor (Labor), the Department of Health and Human
Services (HHS), and the Centers for Medicare and Medicaid Services
(CMS), an agency within HHS, are among the agencies that provide
assistance for those with disabilities. Historically, these agencies have
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overseen a multitude of stand-alone services, including vocational
rehabilitation, employment assistance, and health care. However,
disability experts and advocates have expressed concerns about the level
of coordination among the many federal agencies that provide benefits
and services to individuals with disabilities and the effect this may have.
Additionally, disability experts have noted that there is no agreement on
the desired outcomes that these agencies together should achieve. With
increasing expenditures, a growing beneficiary population, and the
number of programs involved with providing assistance to individuals with
disabilities, the importance of modernizing and effectively coordinating
federal disability programs is greater than ever.

In light of these challenges, you asked us to determine (1) what steps SSA
and VA have taken to modernize their disability programs and (2) the
extent to which SSA and VA have coordinated with other federal agencies
that provide services to individuals with disabilities.

To identify the steps that SSA and VA have taken to modernize their
disability programs, we conducted a literature review using prior GAO
reports, studies conducted by SSA’s and VA’s Inspectors General, and
position papers and testimonies from various agencies, groups, and
commissions (including the National Council on Disability (NCD), the
Social Security Advisory Board, the Institute of Medicine, and the
Veterans’ Disability Benefits Commission). In addition, we reviewed SSA
and VA internal documents and interviewed knowledgeable SSA and VA
officials to obtain information on the current process and status of
incorporating present-day medical advances and labor market conditions
into their disability eligibility criteria. We also interviewed agency officials
and reviewed agency documents to learn about the range of SSA’s and
VA’s planned and ongoing return-to-work initiatives. To determine the
extent to which SSA and VA coordinate with Education, Labor, HHS, and
CMS, within HHS, on programs that serve individuals with disabilities, we
analyzed SSA’s and VA’s performance plans and memorandums of
understanding and interviewed officials from each of these agencies to
ascertain the nature and extent of their collaboration. The details of our
scope and methodology are in appendix 1.

We conducted this performance audit from May 2007 to May 2008 in
accordance with generally accepted government auditing standards. Those
standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the evidence
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Results in Brief

obtained provides a reasonable basis for our findings and conclusions
based on our audit objectives.

SSA and VA have taken some initial steps to revise eligibility criteria to
reflect medical advances and to support beneficiaries’ efforts to return to
work and achieve self-sufficiency, but challenges remain with adequately
identifying an individual’s capacity to work. SSA and VA also continue to
face challenges with providing timely interventions to support return to
work and addressing claims processing challenges, such as large backlogs.
In 2002, we reported that SSA’s and VA’s eligibility criteria were outdated.
Since then, SSA has implemented a new process for updating its eligibility
criteria and has made changes to one-half of its 14 body systems—criteria
based on each of the major body systems, such as respiratory and
neurological—to reflect medical advances. In that same time period, VA
has made changes to 1 of its 16 body systems. While both agencies are
updating their eligibility criteria to stay current with medical advances, the
updating of criteria fall short of fully incorporating a modern
understanding of how technology and labor market changes should impact
the agencies’ determination of individuals’ eligibility for disability benefits.
Moreover, although SSA and VA have been modifying their programs to
better support beneficiaries’ efforts to return to work, both agencies
continue to have low return-to-work rates, perhaps due, in part, to the
timing in which certain supports are offered to beneficiaries. Some experts
have suggested that earlier access to vocational rehabilitation and health
care might improve return-to-work rates. However, constraints, including
the program design, laws, and the agencies’ limited span of authority over
benefits and services offered by other agencies, may hinder SSA and VA
from providing this earlier access. Finally, although SSA and VA are taking
steps to address claims processing challenges, both agencies continue to
experience delays in processing disability claims and have persistent
backlogs.

SSA and VA disability programs partner with other federal agencies that
provide services to individuals with disabilities on specific initiatives, but
governmentwide coordination of cross-cutting programs, which experts and
agency officials believe could improve program efficiency and effectiveness,
is lacking. SSA and VA have partnered with specific agencies to support
employment-related services, conduct research, and improve the integrity and
operation of their disability programs, among other things. For example, VA
established an interagency agreement with Labor to facilitate employment
supports for their beneficiaries. However, in establishing such partnerships,
both SSA and VA have encountered challenges, such as restrictions on data
sharing. Additionally, policies and programs serving individuals with
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Background

disabilities were developed over many years, with differing missions and
eligibility criteria, creating a patchwork of federal policy and program
initiatives without a unified set of national goals. Previous congressional and
executive initiatives to address these issues have had limited success. As a
result, individuals with disabilities and the programs serving them are
operating without a centralized federal strategy or a coordinating entity to
ensure policies, services, and supports are aligned.

We are submitting a matter for congressional consideration. In order to
ensure that federal disability policy is clearly stated, programs and policies
are better coordinated, and to reduce the possibility of inefficiencies and
duplication of programs, we are offering options for Congress, in
consultation with key stakeholders, to consider authorizing a coordinating
entity consisting of leadership from appropriate federal agencies to
develop a cost-effective federal strategy to integrate services and support
for individuals with disabilities. A successful coordinated federal effort
should include defining and articulating common outcomes and
establishing mutually reinforcing joint strategies among federal agencies
to achieve identified goals. Further, clear agreement on agency roles and
responsibilities and agency accountability for collaborative efforts will be
critical to success. SSA, VA, HHS, Education, and Labor reviewed draft
copies of this report and provided us with technical comments that we
have incorporated as appropriate.

SSA and VA administer the largest federal disability programs, which have
grown in size, cost, and complexity. SSA and VA provide cash assistance
to individuals with a reduced capacity to work due to impairment;
however, the programs differ in their intent and eligibility criteria.

SSA administers two disability programs: the Disability Insurance (DI)
program, enacted in 1956, and the Supplemental Security Income (SSI)
program, enacted in 1972. The DI program provides income for persons
who have a Social Security work record. The amount of benefits is related
to prior earnings levels. The SSI program provides monthly benefits to
people with limited income and resources, who are disabled, blind, or age
65 or older. Blind or disabled children, as well as adults, can receive SSI.
Initial determinations for disability benefits are made at state agencies
called Disability Determination Services (DDS). If an applicant is initially
denied benefits, he or she generally has three levels of appeal available
within SSA: reconsideration (also administered at DDS), hearing (overseen
by an administrative law judge), and Appeals Council. In order to be
eligible for DI or SSI disability benefits, an individual must have a
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medically determinable physical or mental impairment that (1) has lasted
or is expected to last at least 1 year or to result in death and (2) prevents
the individual from engaging in substantial gainful activity (SGA).' SSA
uses a five-step process to evaluate an adult applicant’s eligibility for
disability benefits (see fig. 1).” Once an applicant meets the first two
criteria outlined above, SSA looks to the Listings of Impairments (also
known as the medical listings), which describes medical conditions that
are determined by the agency to be severe enough to qualify an applicant
as disabled as defined by law and eligible for benefits. At the end of
October 2007, nearly 8.9 million disabled workers and their dependents
were receiving DI benefits, and nearly 6.2 million individuals with
disabilities received federally administered SSI payments.

'A person who is earning more than a certain monthly amount is ordinarily considered to
be engaging in substantial gainful activity. In 2008, SGA is $940 per month for individuals
with disabilities, not including blindness. For blind individuals, the SGA in 2008 is $1,570.

®SSA uses a different three-step process for children who apply for payments based on
disability under SSI. For individuals who are already receiving benefits, SSA also uses a
different process when it decides whether the individual’s disability continues to meet the
eligibility requirements for disability benefits. However, all of these processes include
steps at which SSA considers whether an impairment meets or equals the medical listings.
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Figure 1: SSA’s Five-Step Process for Determining Disability
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Source: GAO analysis of SSA data.

VA'’s disability program compensates veterans for the average loss in earning
capacity in civilian occupations that result from injuries or conditions
incurred or aggravated during military service.” VA uses a Schedule for Rating
Disabilities (ratings schedule) as its set of criteria for determining if a veteran
is eligible for disability benefits. VA determines the disability benefit level
using a “percentage evaluation,” commonly called the disability rating, which
represents the average loss of earning capacity associated with the severity of
physical or mental conditions, regardless of current employment status or
income. In addition to cash assistance, VA provides disabled veterans with
health care, vocational rehabilitation, and other employment-related services.

VA also has a pension program that compensates certain veterans with low incomes who
are permanently and totally disabled, or are age 65 and older.
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As of 2006, 2.7 million veterans were receiving VA disability compensation,
totaling $26.6 billion.

SSA and VA disability beneficiaries may obtain assistance from other
federal agencies for services, such as vocational rehabilitation, health care,
and employment-related assistance. These agencies include Education,
Labor, HHS, and CMS, an agency within HHS. All of these programs can
differ in the populations they intend to serve and in the specific
approaches they use to assess program eligibility. SSA and VA
beneficiaries may receive the following benefits and services, among
others:

Vocational rehabilitation and employment-related assistance.
Individuals with disabilities, including SSA and VA beneficiaries, can
obtain vocational rehabilitation services from providers, such as state
vocational rehabilitation agencies, funded by Education’s Rehabilitation
Services Administration. Labor also provides employment-related services
to individuals with disabilities through its workforce investment system,
such as employment and training services to eligible veterans through its
Veterans’ Employment and Training Service (VETS). VA’s Vocational
Rehabilitation and Employment Program (VR&E) provides a variety of
employment-related services exclusively for veterans.

Medical care. CMS, as part of HHS, provides medical benefits to
individuals with disabilities primarily through two programs: Medicare and
Medicaid. Medicare provides health coverage to almost all Americans aged
65 or older, as well as people with disabilities who qualify for assistance.
Medicaid provides access to health care services for certain individuals
and families with low incomes and resources, including SSI beneficiaries.
VA provides health care to its veterans through the Veterans Health
Administration, which is a part of the VA.

Congress has taken actions to encourage federal efforts to promote
employment and self-sufficiency for individuals with disabilities by
creating new programs and expanding existing programs that often span
multiple federal agencies. For example, in 1999, Congress passed the
Ticket to Work and Work Incentives Improvement Act' to support
individuals with disabilities’ efforts to work by increasing beneficiaries’
choices for rehabilitation and vocational services, reducing disincentives
to work, and providing options for continuing health care coverage. The

*Pub. L. No. 106-170 (1999).
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Act established the Ticket to Work Program, a voluntary program that
provides eligible SSA beneficiaries with a “ticket” voucher that can be
used to access employment services and supports. The Act also
established certain programs to provide work incentives for SSA
beneficiaries. For example, in recognition of health care being an
important factor for many SSA disability beneficiaries, the Act allowed DI
beneficiaries who earn above SGA levels to maintain Medicare coverage
for up to 93 months following the end of a trial work period. The Act also
established a state option to offer a Medicaid buy-in program for workers
with disabilities.

Our prior work has examined SSA and VA modernization efforts, including
exploring the extent to which these agencies are using updated medical,
workforce, and economic information to inform their program eligibility
criteria and steps the agencies were taking to improve the timeliness and
accuracy of their claims evaluation process. We determined that SSA’s and
VA’s disability programs were grounded in outmoded concepts of
disability and that both agencies had difficulty managing their programs,
including addressing a growing backlog of pending claims. We found that
SSA’s and VA’s disability criteria had not been updated to reflect the
current state of science, medicine, technology, and labor market
conditions. In addition, we found both SSA and VA have lengthy disability
claims processing times and limited assurance of the accuracy and
consistency of disability decisions. As such, in 2003 GAO designated
federal disability programs as a high-risk area.’

Concerns about SSA’s and VA’s disability programs have generated
reviews by multiple other entities. These entities have provided various
recommendations on how SSA and VA can incorporate present-day
concepts into their programs, increase coordination with other programs,
and improve service. Such entities include NCD, an independent federal
agency that provides recommendations to the President and Congress to
promote policies, programs, practices, and procedures that guarantee
equal opportunity for individuals with disabilities.® Other

*GAO, High-Risk Series: An Update, GAO-03-119 (Washington, D.C.: January 2003).

’NCD is composed of 15 members appointed by the President and confirmed by the U.S.
Senate. In compliance with NCD’s authorizing statute, the President selects members of
NCD after soliciting recommendations from representatives of organizations representing a
broad range of individuals with disabilities and organizations interested in individuals with
disabilities.
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SSA and VA Have
Taken Steps to
Modernize Their
Disability Programes,
but Fully Recognizing
Capacity to Work,
Providing Timely
Return-to-Work
Initiatives, and
Addressing Claims
Processing Issues
Remain Challenging

recommendations have been formulated by the Institute of Medicine of the
National Academies, the Social Security Advisory Board, the Ticket to
Work and Work Incentives Advisory Panel, the Veterans’ Disability
Benefits Commission, and the Commission on Care for America’s
Returning Wounded Warriors. (See app. II for more information about
these entities.) Each of these groups was formed by executive or
congressional recommendation to review VA’s and SSA’s disability
programs. Some of these groups, such as the Commission on Care for
America’s Returning Wounded Warriors, were formed to review a program
for a limited period of time, while others, such as the Social Security
Advisory Board, were formed without a sunset date, allowing them to
provide ongoing guidance on specific disability programs.

SSA and VA have taken some initial steps to revise eligibility criteria in
their disability programs, but three key challenges remain: incorporating a
modern understanding of an individual’s capacity to work, providing
timely interventions to support return to work, and addressing growing
claims processing challenges. SSA and VA have made some revisions to
their eligibility criteria, but both agencies are, to some extent, still relying
on outdated concepts. These outdated concepts continue to equate
medical severity with an inability to work and may not adequately take
into account technological advances that provide a wider range of
employment options for individuals with disabilities in today’s labor
market. While SSA and VA have been modifying their programs to better
support beneficiaries’ efforts to return to work, both agencies continue to
have low return-to-work rates, perhaps due, in part, to the timing in which
supports and interventions are given to their beneficiaries. Both agencies
also continue to face challenges with processing their disability claims in a
timely manner and reducing growing backlogs.
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SSA and VA Face
Challenges with Fully
Incorporating Medical,
Technological, and Labor
Market Changes into Their
Eligibility Criteria

SSA and VA have revised some of their eligibility criteria to reflect medical
advances but continue to face challenges with fully incorporating all of the
factors that should play a critical role in eligibility criteria—medical,
technological, and labor market changes. In 2002, we reported that both
SSA and VA were slow to incorporate medical advances into their criteria
and did not have specific time frames for making their updates.” Since
then, SSA began using an outreach-based model to update its medical
listings. As shown in figure 2, under this model, SSA incorporates
feedback from multiple parties, including medical experts and disability
examiners, to update their medical criteria. As of January 2008, SSA
officials told us they had completed updating an additional seven body
systems and expect to finish the remaining seven body system updates by
mid-2010.° However, SSA officials told us that their release dates on the
updates could change based on the review process. With regard to VA’s
eligibility criteria, in 2002 we reported that VA had completed 11 of 16
body systems updates. Since then, VA has completed updating 1 additional
body system.” VA officials did not have specific timelines for updating the
remaining body systems, in part, because VA is awaiting results from an
ongoing external study being conducted by Economic Systems, Inc. The
study, which is expected to be completed in August 2008, is assessing VA’s
entire disability system, which could impact how they revise their
eligibility criteria. Additionally, VA officials cited other reasons for the
uncertainty surrounding the estimated completion of the remaining
updates, including the lack of staff available to make updates and a
lengthy internal and external review process.

"GAO, SSA and VA Disability Programs: Re-Examination of Disability Criteria Needed
to Help Ensure Program Integrity, GAO-02-597 (Washington, D.C.: Aug. 9, 2002).

’SSA and VA categorize their medical criteria based on each of the major body functions.
SSA’s has 14 adult and 15 child body systems, and VA’s has 16.

’Since 2002, VA completed partial updates of the musculoskeletal, respiratory, and
neurological body systems.
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Figure 2: SSA’s Medical Listings Feedback Loop
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Source: GAO analysis of SSA data.

Although SSA and VA continue to update their medical eligibility criteria, the
updates do not always account for technological advances or labor market
changes that affect an individual’s potential to work. Historically, severe
medical conditions were often considered to be reliable indicators of one’s
ability to function in the workplace. However, in the years since SSA’s and
VA'’s disability programs were created, jobs in our workforce and the
availability of technological assistance have changed. These technological
advances and labor market changes provide more opportunities for some
individuals with disabilities to participate in the workforce. For example, the
Social Security Advisory Board reported that jobs in the manufacturing sector
accounted for over 40 percent of the jobs in the U.S. economy in the mid-
1950s, as compared to 18 percent in 2002. In an economy that relied so heavily
on physical labor, the severity of one’s medical condition, in many instances,
may have been an appropriate indicator of one’s capacity to work. Because
the U.S. economy has shifted from a manufacturing-based economy to a
service- and knowledge-based economy, assessing the degree to which a

Page 11 GAO-08-635 Federal Disability Programs



medical condition limits an individual’s ability to participate in the workforce
becomes more complex. Additionally, as technology advances, people with
medical impairments may be able to use technology to help them perform job
functions. For example, voice recognition could make it easier to work in the
current economy if an individual had an impairment that limited their ability
to use a computer keyboard. Medical severity as measured by clinical findings
alone may not reflect one’s ability to function in the workplace, considering
the availability 