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Executive Summary

The Wisconsin SSDI Employment Pilot (SSDI-EP) has been one of four small
state based projects authorized by the United States Social Security Administration
(SSA) to begin testing a proposed benefit offset feature for the Social Security Disability
Insurance (SSDI) program. The main purpose of the pilots was to inform the design of a
national demonstration of the benefit offset feature by providing SSA with information
about implementation and preliminary findings about whether a SSDI benefit offset
would result in desired increases in employment related outcomes. The SSDI-EP was
organized and operated through the Pathways Projects.

SSDI is one of the Title Il programs of the Social Security Act. The main purpose
of SSDI is to provide income support to disabled workers and, under some
circumstances, their spouses and dependents. SSDI eligibility also establishes eligibility
for Medicare after a two years waiting period. Access to SSDI requires that an individual
have a medically determinable impairment that makes that individual incapable of
performing substantial gainful work. In practical terms, this means that a claimant must
not be able to earn at or above what SSA calls the Substantial Gainful Activity (SGA)
level at any job in the national economy.®

However, Congress and SSA have increasingly encouraged those attached to
the SSDI program (“beneficiaries”) to work after entering the program. Initially, the
purpose was to encourage some to leave benefit status. More recently, greater focus
has been put on encouraging work effort without any expectation that beneficiaries
would frequently leave the program. The hope has been that SSA would still be able to
lower program outlays and that beneficiaries would reap a portion of the material and
personal rewards associated with work. Given that SSA’s disability definition would
seem to preclude work at a “substantial level,” Congress and SSA have faced the
challenge of how to encourage work without changing the very basis of program
eligibility. Moreover, even ignoring this seeming contradiction, the SSDI program
includes a powerful disincentive to SGA earnings. Under current law, the SSDI benefit
payment iszreduced to zero dollars when monthly earnings exceed SGA, the so-called
“cash cliff.”

The purpose of a benefit offset feature is to mitigate this disincentive and, as a
result, to encourage SSDI beneficiaries to become employed and, once employed, to
increase their earnings above the Substantial Gainful Activity (SGA) level. The version of
the offset tested through the SSDI-EP and the other three pilots provided for a one dollar
decline in the benefit level for each two dollars of earnings above the SGA level.

SSA specified that all of the benefit offset pilots utilize random assignment and
that participants be volunteers. The SSDI-EP enrolled 529 participants between August

! The 2009 SGA level was $980 per month, though the SGA level is always somewhat higher for
those disabled because of a visual impairment. SGA, like SSDI benefits themselves, is indexed.

% In current law there is one exception to the complete loss of cash benefits when earnings go
above SGA. SSDI benefits are unaffected by earnings during the nine month Trial Work Period
(TWP).



2005 and October 2006; 496 of these individuals proved fully eligible to participate. The
pilot continued full operations through December 2008, though follow-up activities will
continue for some time to come. For several reasons, principally SSA mandated
eligibility rules, the voluntary nature of participation, and how the pilot recruited
participants, SSDI-EP enrollees were not a representative sample of the adult SSDI
beneficiary population who, presumably, would be qualified to use a benefit offset
provision should one be added to the Social Security Act. This fact did not negatively
affect what could be learned from studying implementation. As the SSDI-EP sample
included an unusually large proportion of beneficiaries already engaged in work, the
SSDI-EP sample offered an opportunity to examine the effects of the offset and pilot
provided support services on a subgroup that might be especially motivated to use the
offset.

This report presents findings from both a process evaluation and the analysis of
participant employment related outcomes. In brief, the SSDI-EP was able to organize
and implement its activities much as had been planned, though not without some
shortcomings. However, there were far more serious implementation problems at the
Social Security Administration. These implementation problems tended to reinforce
concerns about whether treatment group participants, especially those who had used the
offset, would have a smooth transition back to regular program rules. In particular,
concern has been raised as to how work performed above the SGA level during the pilot
would affect the outcome of future continuing disability reviews.

The impact evaluation focused on whether the employment rates, average
earnings, or the proportion of those with earnings above SGA of those assigned to the
treatment group would increase relative to those assigned to the control group. In brief,
there were no significant differences in employment outcomes over the two years
following entry into the project. Nonetheless, both the treatment and control groups
achieved some gains in aggregate employment outcomes. These were strongly
associated with the amount and continuity of work incentive benefits counseling received
after entering the project.

SSDI-EP structure and operations

The SSDI-EP was operated by the Pathways Projects, a collaborative entity
housed in the Wisconsin Department of Health Services (DHS), which also includes
partners from the University of Wisconsin-Madison and the University of Wisconsin-
Stout. Pathways is best viewed as an entity with the mission of developing and then
disseminating best practice for encouraging employment and better outcomes from
employment for persons with serious disabilities. As a consequence, Pathways had a
somewhat different perspective on the project than SSA. There was a greater focus on
the offset as one tool amidst holistic efforts to achieve better employment outcomes,
irrespective of whether those efforts resulted in SGA earnings.®

SSA chose the specific features of the benefit offset, established the eligibility
rules, and determined how the offset itself would be administered. These features were
essentially the same across all four pilots. Each state, however, was given substantial

% pathways is housed in its state Medicaid agency. It has been deeply involved in the design and
evaluation of Wisconsin’s Medicaid Buy-in program. Pathways coordinates efforts under the
state’s very large Medicaid Infrastructure Grant.
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discretion to decide how the pilot would be organized and how activities such as
recruitment, enrollment, service provision, and evaluation would be carried out.

SSA restricted participation to working age SSDI beneficiaries who did not also
have SSI eligibility, who qualified for their benefit based solely on their own earnings
records, and who were not more than seventy-two months past the completion of a Trial
Work Period (TWP). Only those assigned to the treatment group would have the
opportunity to use the offset and to be exempt from medical Continuing Disability
Reviews (CDRs) for as long as they remained in the pilot.

Nonetheless, those assigned to the treatment group would not automatically get
to use the benefit offset. The TWP would need to be completed first. Also, the offset
would only be applied during those months when a beneficiary had earnings above the
SGA level. Those in the treatment group effectively had their Extended Periods of
Eligibility (when beneficiaries receive their full SSDI benefit when earnings fall under
SGA) increased from thirty-six to seventy-two months. However, the EPE extension
would be referenced to the TWP completion date, not the pilot enrollment date. Thus,
while the maximum duration of offset use was seventy-two months, a member of the
treatment group could have entered the SSDI-EP with as little as one month to use the
benefit offset. Additionally, SSA made a critical change to the rules for offset use very
late in the project. Only treatment group members who completed their TWP by the end
of December 2008 would be allowed to use the offset; everyone else in the treatment
group would be returned to regular program rules at the start of 2009. Those in the
treatment group had enrolled with the understanding that they could use the offset
whenever they completed their TWP, regardless of whether the active phase of the pilot
had ended.

For the most part, Pathways organized the SSDI-EP similarly to the pilots outside
Wisconsin. The SSDI-EP did not explicitly limit participation to participants who had
completed or entered a TWP. In common with the other pilots, the SSDI-EP would
provide access to work incentive benefits counseling and would do so irrespective of
whether the participant was assigned to treatment or control. Pathways staff viewed
benefits counseling as essential because it would provide individuals with accurate
information about both opportunities and dangers, including how opportunities might be
exploited and how dangers might be avoided or mitigated. Though Pathways staff felt
that those using the offset would generally need benefits counseling services, so too
would any SSDI beneficiary interested in becoming employed or increasing his earnings.
This principle of equal access would apply to any service provided through the SSDI-EP.
Indeed, it was thought that providing “equal access” would allow a better test of the
offset because, theoretically, that would avoid any possibility of conflating the offset’s
impact with that of benefits counseling or any other pilot provided services.

Among the four pilots, the SSDI-EP was distinctive in using a network of (largely)
non-profit entities to work directly with participants. Based on past experience, Pathways
staff thought it important to organize the pilot to enroll and serve participants on as local
a basis as practicable. Pathways staff also felt that a decentralized delivery system
would better model the context in which a statutory offset would have to be used. Given
Pathways did not have any significant local presence for identifying and serving
participants nor the resources to create one, it decided to use existing community based
capacity to conduct recruitment and enrollment, provide or arrange for services, and
collect participant information to both administer the offset and for evaluation purposes.
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Twenty-one “provider agencies” enrolled participants; twenty of these have remained
involved in the effort. Thus, Pathways was able to meet SSA’s requirement that the pilot
would be available to beneficiaries throughout the state.

During the pilot, the SSDI-EP central office’s main role was to supply provider
agency staff with needed training and technical assistance, to monitor compliance with
pilot rules, and to serve as an intermediary between the SSA Office of Central
Operations (OCO) and the provider agencies and participants. This final role became
increasingly important over time due to the unforeseen challenges of offset
administration.

Evaluation approach

As noted, this report presents findings from both a process and outcomes
evaluation. The two are related. In the absence of evidence of adequate implementation,
it is impossible to attribute results, good or poor, to the intervention. Good information
about the intervention can also give insight into observed results and provide a firm
basis for improving policy and program in the future.

In general, process evaluation activities sought to both describe the project and
to account for change in it over time. We sought to understand how different
stakeholders viewed or experienced the pilot, giving the most attention to participants,
provider agency staff, and pilot staff housed at Pathways. We utilized multiple data
sources including written records and communications, encounter data collected through
the provider agencies, interviews, surveys, and focus groups. Additionally, as the
evaluation team was located at the pilot’s central office, these data were augmented by
our experiences as participant-observers. No single method was used to analyze data;
in general we strived to work in conformance with recognized principles of historical and
social science research.

Evaluation of participant outcomes was guided both by our understanding of an
admittedly implicit intervention theory and our interest in whether and how pilot
participation facilitated better employment outcomes, irrespective of actual use of the
offset provision. The offset was expected to work because it substantially reduced the
marginal tax rate at SGA and above from 100% to 50%.“ Beyond this, experiencing the
offset or hearing about the positive experience of others was hypothesized to reduce
beneficiaries’ fear that work activity would result in the loss of income, threaten SSDI
eligibility, or that for vital health care programs such as Medicare or Medicaid. Thus, the
offset would also motivate improvements in employment outcomes through this second
indirect path. In addition, benefits counseling was hypothesized to have a separate
impact on fear reduction that might lead to improved outcomes for those in the control
group and for treatment group members who did not use the offset as well as serve to
reinforce the offset’s positive outcomes.

The evaluation concentrated on comparing the full treatment group and control
group to each other. In a few cases, comparisons were limited to examining differences
between those who had completed their TWP. Most analyses were designed to compare
outcomes over a time period relative to each participant’s entry into the pilot. The main

* Of course, once earnings were sufficiently high to “zero out” the amount of the offset user’s full
SSDI payment, the marginal tax rate on the benefit would be 0%.
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period examined began four calendar quarters before the quarter in which the participant
enrolled and concluded with the eighth quarter following the enroliment quarter for a total
of thirteen quarters.

SSA asked for a range of subgroup analyses based largely on demographic
characteristics and pre-enrollment employment outcomes or program participation. In
addition to these, we added our own subgroup analyses, including some focused on the
effects of benefits counseling, Medicaid Buy-in use and participant attitudes.

SSA was most interested in examining three types of outcomes: employment
rates, mean earnings and the proportions earning at least SGA. The primary outcome
measures used in this paper are all constructed from Wisconsin Unemployment
Insurance system records and thus reflect the strengths and limitations of such data. As
these records are organized on a calendar quarter basis, so are most of our analyses.”
All monetary amounts are inflation adjusted using the Consumer Price Index for Urban
Consumers (CPI-U). We also examined additional outcomes including changes in
participant attitudes and a proxy for individual income. We consider this last outcome
especially important. It is our belief that from a participant’s perspective there isn't much
value in increasing earnings unless there is also an increase in income. After all, isn't
that the point of reducing a marginal tax rate?

Readers will note that two different modeling approaches are used to analyze
outcomes. One was mandated by SSA; the other approach reflects are own priorities. In
our own case and, we believe, SSA’s, the choice made reflects the relatively small
number of cases available for analyses. SSA’s approach was to specify and run
separate regression models for each of nine calendar quarters beginning with the
guarter in which the participant enrolled. Unfortunately, this approach does not support
direct analysis of trends over time and greatly limits the use of control variables. As an
alternative we used MANOVA (Mixed Model Analysis of Variance). This procedure
allowed us to examine trends and to utilize more control variables, despite our relatively
small sample size. However there is no free lunch; MANOVA has its own set of
limitations that will be identified in the report.

This evaluation was designed and conducted solely by the authors with no direct
involvement by Pathways management or the staff involved in implementing the
operational aspects of the SSDI-EP. A document they provided summarizing their
perceptions about the pilot, its accomplishments, and lessons learned can be found at
the start of Section Four of this report.

Selected process findings

e The SSDI-EP was able to mobilize a network of partners to implement a benefit
offset pilot on a statewide basis. The SSDI-EP provided the training, technical
assistance, and program monitoring capacity that allowed a highly decentralized
program to operate much as planned.

e This network, as desired, closely modeled Pathways’ goal of operating the pilot in
a context that would closely resemble that in Wisconsin should a statutory SSDI

® SGA is an inherently monthly amount. As Ul earnings are quarterly, we use three times SGA as
a proxy for having SGA earnings in a calendar quarter.
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benefit offset become available in the not distant future. Though similar to that of
other states in that service provision is decentralized and funded through multiple
public agencies, Wisconsin is distinctive in having an unusually large number of
benefits counselors and a well developed training and technical support system
to sustain benefits counseling and other employment related services.

The SSDI-EP was able to use its technical assistance structure to meet
unanticipated needs or to perform anticipated tasks at much higher levels of
demand than originally expected. In particular, central office staff members were
able to meet major challenges involved in ensuring successful completion of a
large number of work reviews and responding to problems, such as delayed or
inaccurate checks and/or resolving large overpayments.

The SSDI-EP was able to insure the delivery of benefits counseling services at
most provider agencies through most of the pilot. Still, about 22% of participants
received no benefits counseling services after enrolling in the pilot. These
individuals were disproportionately from the control group.

Though great efforts were made to insure that benefits counselors were well
trained and had access to good technical assistance, roughly a third of
participants indicated through surveys that they had not received benefits
counseling services that fit their needs. It is possible that negative assessments
were related to the quantity of services received. The average number of hours
of benefits counseling a participant received over the period starting with the
enrollment quarter and ending with the eighth quarter thereafter (Q0-Q8) totaled
less than eight hours.

Nonetheless, in both surveys and focus groups, virtually all participants
characterized benefits counseling as an important, even critical service. There
was consensus that a statutory offset should not be implemented without the
ready availability of benefits counseling services.

Both staff and participants expressed substantial concern about the ability to
obtain needed employment related services, especially given Order of Selection
closures at Wisconsin’s Vocational Rehabilitation (VR) agency.

There was close to unanimity among participants, pilot staff, key informants, and
SSA itself, that the offset was poorly administered.

Many of the problems in offset administration had roots in other processes either
set up specifically for the pilots or moved to OCO for the duration of the pilots. An
example of the first class of problems was SSA'’s choice of using annual earnings
estimates as the main source of information for determining the amount of SSDI
checks once a treatment group member entered offset status. It proved difficult
for treatment group members, even with the aid of benefits counselors, to
complete estimates accurately and to know when and how to update them.

OCO processes for performing activities normally done through SSA field offices
often led to delays and frustration beyond those normally experienced by
beneficiaries. In particular, already stressful and occasionally problematic
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activities such as reporting of earnings, associated reconciliation of SSDI
payments, and work reviews were made more difficult because they were
performed by initially inexperienced, largely inaccessible, and at times
overworked staff at OCO.

SSA letters to those in the treatment group appear to have been written to meet
the agency’s legal needs or to address fears of potential litigation. Both
participants and staff reported that the letters were difficult to understand, often
contained inaccuracies, and tended to reinforce existing fears.

Most provider agencies did a reasonably good job of maintaining contact with
participants over as much as a three and one-half year period. Severe problems
were concentrated at only a few agencies. Still, there was a tendency to remain
in better contact with participants assigned to treatment group.

Attrition from the project was relatively modest, but voluntary withdrawals were
concentrated in the control group.

Selected impact findings

Only 21% of those in the treatment group had used the offset provision through
mid-year 2009.

There were no statistically significant differences between the employment
outcomes trends for those in the treatment group compared to those for control
group members during the primary post-entry analysis period of Q0-Q8.

Participants in both study assignment groups achieved some gains in Ul
employment rates, average quarterly Ul earnings, and the proportion of those
with quarterly earnings at least three times the SGA level during the Q0-Q8
period. For example, those in the treatment group posted a three percentage
point increase in their employment rate, a 21% increase in mean earnings, and a
three percentage point increase in the proportion of those with earnings
comparable with or exceeding the SGA level. The control group results were
slightly less positive, but the differences were not statistically significant.

Participants achieved much larger percentage gains in employment outcomes in
the year prior to entering the pilot than in the two years following entry.

There were decreases in the mean value of the income proxy variable (quarterly
earnings plus the sum of SSDI payments in that quarter) over the Q0-Q8 period
(2.5% for treatment and 4% for control). This is a highly undesirable result, given
the substantial increases in average earnings (roughly 20% for both groups) over
the same period. A main purpose of the offset feature and, for that matter, pilot
services was to make it easier to convert earnings gains into higher incomes.

Receipt of benefits counseling is strongly associated with increases in
employment outcomes, especially earnings, in even relatively small dosages.
Earnings growth in the Q0-Q8 period for those getting four to eight hours of
benefits counseling was 37%; those getting more than eight hours witnessed a
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30% increase. By contrast, Q0-Q8 earnings increased 7% for those who received
less than four hours of benefits counseling and declined 7% for participants who
received no benefits counseling following SSDI-EP enrollment.

There is also evidence that receiving benefits counseling in multiple time periods
rather than in a single time period was associated with stronger employment
outcomes. Participants getting benefits counseling during four or more quarters
during the Q0-Q8 period had Q8 earnings at least $700 more than participants in
groups that received benefits counseling in three or fewer quarters or did not
receive any benefits counseling.

Those in the treatment group were significantly more likely to complete a trial
work period after entering the pilot than those in the control group (27% versus
19%). This difference is especially noteworthy given the relatively small
proportions of participants (3%) in TWP when they entered the pilot. It also
suggests the possibility that the offset feature provides an incentive for TWP
completion, an incentive likely to be stronger if the offset were not time limited.

Earnings and income gains were strongly associated with completing a TWP,
irrespective of study group assignment. However, gains in the treatment group
were concentrated among those TWP completers who went on to make some
use of the offset.

Participation in the Wisconsin Medicaid Buy-in was associated with lower
earnings and a reduction in the proportion of those earning three times SGA over
the Q0-Q8 period. This finding appears related to the Wisconsin Buy-in premium
structure.

Nonetheless, those participating in the Medicaid Buy-in tended to suffer smaller
reductions in income as their earnings increased. Treatment group members
using the Buy-in actually posted increased income over the Q0-Q8 period.
However, even in this case only a small proportion of increased earnings were
converted into income.

Survey results showed high levels of concern that work activity would either
reduce SSDI benefits or threaten eligibility for SSDI, Medicare and/or Medicaid.
Over the following two years fear levels for control group members increased.
Meanwhile, response distributions for treatment group members tended to
remain about the same.

The interactions between benefits counseling, attitudinal change, and achieving
better employment outcomes appear complex and, for those in the treatment
group, counterintuitive. Those in the treatment group with higher levels of fear
entering the pilot or who had increased fear over time had better outcome
trajectories than those with the lowest levels of fear or who appeared to have
become less fearful over time. These findings suggest the possibility that
benefits counseling may not always need to reduce fears in order to be effective
in supporting better employment outcomes.
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The MANOVA results were congruent with findings from previous studies that
those who work and have relatively high employment outcomes after entering a
disability program are likely to continue doing so. Covariates such as Ul earnings
in the year prior to entering the SSDI-EP explained far more of the variance in
the models (sometimes as much as half) then the statistically significant
indicators of benefits counseling, fear of benefit loss, or self-efficacy.
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Project Timeline

June 2000 — Wisconsin submits SSDI
offset proposal to SSA for SPI project.
Request never approved.

1998

A

November 2003 — SSA declines
subsequent unsolicited proposal but
indicates that SSDI offset will be piloted.

A 4

A 4

June 1998 — Wisconsin includes SSDI
benefit offset feature in its State
Partnership Initiative (SPI) proposal.

July 2002 — Wisconsin and other states
submit initial unsolicited proposal for SSDI
offset pilot

March through June 2005 — Wisconsin
identifies provider agencies for the SSDI-
EP.

A

August 2005 — First participant enrolls.

A

A 4

March 2005 — Wisconsin, along with Utah,
Connecticut, and Vermont, is awarded
contract to conduct SSDI offset pilot.

October 2006 — SSDI-EP enrollment
period ends.

A

A 4

July 2005 — SSDI-EP “kick-off,” training
and recruitment activities begin in earnest.

A

January through April 2009 — Intensive
phase-out activities at provider agencies

A 4

May through July 2006 - DHS sends
outreach mailings to Wisconsin MAPP and
VR consumers.

A 4

December 2008 — Active phase of SSDI-
EP ends. Treatment group members who
did not complete TWP are returned to
regular program rules

December 2014 — Last month any SSDI-
EP participant might use the offset

A

A

2015

A 4

Winter 2011 — Start of enrollment in
Benefit Offset National Demonstration




SECTION ONE: INTRODUCTION AND PROJECT DESIGN

Most public policies seek to achieve multiple goals. In virtually all cases there will
be tradeoffs, some diminishment in the ability to maximize the attainment of every goal.
Sometimes these tradeoffs are modest, sometimes severe. These tradeoffs are most
likely to be severe when policy seeks to achieve contradictory purposes.

In the United States, such is the case for national programs providing income
support and/or health care for persons having severe disabilities. Eligibility for such
programs was and largely remains based on the premise that program beneficiaries are
unable to work, at least to an extent that would permit full or nearly full economic self-
sufficiency. As a consequence, most efforts to encourage persons using such programs
to work have been set up largely to encourage eventual separation from the benefit
programs.

Over the last decade, federal policy makers have become progressively more
interested in encouraging program beneficiaries to reduce their reliance on disability
benefit programs without necessarily expecting them to leave the programs. This shift in
emphasis coincided with changes in societal needs and attitudes, but also with
intensified efforts by people with disabilities and their allies to push for policy changes
more consistent with fuller social, economic and political inclusion. Not coincidentally,
there have been ongoing changes in technology and medical care that have greatly
increased the practicality of fuller inclusion, including labor force participation.

Thus, federal policies that provide income support and health care for persons
with severe disabilities now incorporate contradictory principles. Increasing emphasis is
placed on encouraging a level of work activity consistent with at least partial self-
sufficiency. Nonetheless, initial program eligibility and, for the most part, continued
attachment still depends on the incapacity to work. The rules governing eligibility are
deeply embedded in statute, program regulations, and agency practice. These can be
viewed as an essential structural feature of each of the disability benefit programs. By
contrast, the rules and supports intended to encourage gainful work are better viewed as
epiphenomena. Though not without importance, they are largely attempts to lessen the
negative impact of the programs’ structural features on work activity. Consequentially,
program beneficiaries who make significant progress toward achieving economic self-
sufficiency often feel they risk separation from needed benefits, either in the present or
the future. Their concerns are justified.

Though there are tensions between eligibility rules and work incentives across all
the federal income support and health care programs targeted to those with disabilities,
the tradeoffs associated with the Social Security Disability Insurance (SSDI) program are
extreme.® These will be described in greater detail later in this report. However the
central contradiction is as follows: SSDI beneficiaries who earn above a certain amount
immediately lose their entire cash benefit. Work activity, including activity that produced

® For adults who have not reached the full Social Security retirement age, eligibility for Social
Security disability benefits are directly tied to inability to engage in what is called substantial
gainful work activity because of a medically determinable physical or mental impairment. SSDI
benefits result from having earnings above a certain threshold for a minimum amount of time (the
amount is age dependant). However, in some cases, benefits may go to a person with a disability
based on the earnings record of a parent or a spouse.



earnings below the amount that terminates the cash benefit, may be used as evidence to
sever eligibility for SSDI and eventually to end access to health care through the
Medicare program.

Federal policy makers have been seeking ways to ameliorate the tradeoffs found
in the SSDI program. In particular, Congress has directed the Social Security
Administration (SSA) to test a cash benefit offset for the SSDI program. As
conceptualized by SSA, the offset involves a gradual reduction in the SSDI benefit level
as earnings increase and protection from losing SSDI eligibility because of a relatively
“high” level of work activity. Prior to designing and implementing a congressionally
mandated test of a cash benefit offset, SSA decided to pilot the effort in four states.
SSA's purpose was to gain information that could inform the design of a larger national
demonstration. Wisconsin was chosen as one of the pilot states. This report describes
the Wisconsin pilot and its outcomes. It seeks to explain why those outcomes occurred
and to explore what implications the pilot has for improving the national demonstration
and public benefit programs such as SSDI.



CHAPTER I: INTRODUCTION

The Wisconsin SSDI Employment Pilot (SSDI-EP) was one of four pilot projects
that the Social Security Administration authorized and funded to do preliminary testing of
a benefit offset provision for the Social Security Disability Income (SSDI) program. In
brief, the benefit offset provision involved a 50% reduction in the size of a beneficiary’s
monthly SSDI payment for every dollar of earnings above the Substantial Gainful Activity
(SGA) level.” The offset was intended to provide a financial incentive to encourage
better employment outcomes.

The SSDI-EP was operated through the Pathways Projects (Pathways for short).
Pathways can be viewed as a collaborative involving three entities: the Office of
Independence and Employment (OIE) in the Wisconsin Department of Health Services
(DHS), the Stout Vocational Rehabilitation Institute (SVRI) at the University of Wisconsin
— Stout and the Waisman Center at the University of Wisconsin — Madison.® OIE has
been the dominant partner in Pathways. OIE/DHS was the party that entered into
contracts with SSA to operate the pilot. OIE/DHS also holds the state’s Medicaid
Infrastructure Grant (MIG) which has been the principal source of Pathways funding in
recent years. MIG funding, staff, and activities provided substantial support for the pilot.®

Pathways itself could be viewed as part of a broader network that had been
concerned with issues of disability and work for more than a decade prior to the start of
the SSDI-EP. Without attempting an exhaustive listing, network participants included
various offices within DHS, the Division of Vocational Rehabilitation, other state and
local government agencies, local SSA staff, a range of private community service and
rehabilitation agencies, advocacy groups, consumers, and their families, and friends.
Like many networks, the strength of both bilateral and group relationships has varied
across issues and over time.

While SSA directed that the basic intervention approach and eligibility rules were
essentially common across the four pilots, the SSDI-EP was different from the other

" The SGA level is the method SSA uses to effect the statutory requirement that disability benefits
be restricted to persons (of working age) not able to engage in substantial gainful work activity.
Persons who apply for Social Security disability benefits but have monthly earnings at the SGA
level will not be granted eligibility, irrespective of the severity of their medically determinable
impairment. This standard is also applied in Wisconsin to Medicaid eligibility for reason of
disability with the exception of the state’s Medicaid Buy-in for disabled workers. In the case of the
SSDI program, earnings above SGA are (after the Trial Work Period) incompatible with receiving
a cash benefit. Earnings above SGA after the Trial Work Period may also result in removal from
the program, depending on whether the work performed to obtain the earnings is viewed as
evidence of medical improvement, that is, of the beneficiary’s capacity to engage in substantial
gainful work activity.

8 Prior to July 1, 2008, the Wisconsin Department of Health Services (DHS) was called the
Department of Health and Family Services (DHFS).

® The Medicaid Infrastructure Grant (MIG) is authorized by the Ticket to Work and Work
Incentives Improvement Act of 1999. Administered by the Centers for Medicare and Medicaid
Services (CMS), the main purpose of the MIG is to support state efforts to improve the overall
system that can help Medicaid recipients by reason of disability, especially those who participate
or may some day participate in Medicaid Buy-ins, return to work and, when possible, improve
their employment related outcomes.



three pilots in having substantially more decentralized enrollment, service provision, and
data collection processes. SSA also required that the pilots produce or arrange for both
process and outcome evaluations, with the outcome evaluations utilizing experimental
designs. Consequently, participants were randomly assigned to either a treatment group
or a control group.

The SSDI-EP began enrolling participants in August 2005, about the same time
as the other three pilots. We view the SSDI-EP’s nominal end date as December 31,
2008. Though various phase out activities continued after that date and may do so for
several years to come, SSA, in effect, ended the “active phase” of the pilots by requiring
that all treatment group members who had not completed their Trial Work Period (TWP)
be returned to standard program rules.'® Those treatment group members who had
completed their TWP would still be allowed to utilize the offset until their completion of
an extended seventy-two month Extended Period of Eligibility.

A. Statement of Problem

In a narrow sense, the problem that a SSDI cash benefit offset is expected to
address is straightforward. Current program rules, especially those pertaining to the
thirty-six month Extended Period of Eligibility (EPE) produce a strong disincentive to
work, especially to have monthly earnings above the SGA level.** Following the Trial
Work Period (TWP), monthly earnings above the Substantial Gainful Activity (SGA) level
result in the complete loss of the SSDI cash benefit, produce evidence that can lead to
the loss of program eligibility, and, over a longer period, the loss of Medicare eligibility.
The disincentive effects of SSDI rules would be troublesome irrespective of whether the
primary goal of having work incentives is to encourage beneficiaries to attempt work in
expectation of leaving SSDI permanently or simply to reduce dependence on and thus
the cost of benefits. In either case, the potential reductions in program size and cost
would not be realized nor would the economic benefits to beneficiaries, whether
continuing or former.

To provide a concrete example, let us consider the situation of a beneficiary
named “Joe.” To keep the example simple, we’'ll assume that Joe has completed his
Trial Work Period, does not participate in any benefit programs other than SSDI and

1% The Trial Work Period (TWP) is a standard SSDI provision that allows beneficiaries to earn
above SGA for up to nine months over a five year period without losing any of their cash benefit.
Although beneficiaries cannot lose their eligibility due to above SGA earnings during the TWP, it
is possible that the work activity that generated those earnings can be used to assess medical
improvement and thus continued eligibility. We do not have credible information about how
frequently SSDI eligibility is lost due to work activity performed during TWP. We do know that it
has been a concern for both pilot program staff and pilot participants and have seen some
evidence that SSDI beneficiaries deliberately limit their earnings to levels well below SGA or even
the substantially lower amount (approximately 70% of SGA) that signifies use of a TWP month.
We would also note that uncertainty about the impact of “protected” SGA work activity is part of
the environment of other “return to work” programs, for example Medicaid Buy-ins.

" The Extended Period of Eligibility (EPE) follows the successful conclusion of the Trial Work
Period. During EPE the beneficiary retains SSDI eligibility, but receives no cash benefit if the
beneficiary’s earnings exceed SGA. If earnings are under SGA, the beneficiary receives the full
cash benefit.



Medicare, does not have “special circumstances” such as Impairment Related Work
Expenses (IRWE) or subsidies, and is subject to the standard SGA level.*? We’'ll also
assume the year is 2009 and thus the SGA level for non-blind individuals is $980 per
month. In this example, Joe receives a monthly SSDI check of (coincidentally) $980, a
figure close to the national median for disabled workers.*® Joe has no source of income
aside from his SSDI benefit and any earnings.

In this example, Joe started the year working fifteen hours per week at a rate of
$13 per hour. Using the convention of 4.3 work weeks in a month, this generates $838
in gross earnings. With Joe's SSDI benefit, his total monthly earnings were $1,818. On
an annual basis, Joe would have approximately $21,800 in earnings, roughly twice the
2009 poverty guideline ($10,830) for a single individual.

In the following month Joe increased his work effort to twenty hours a week. His
monthly earnings were now $1,118. As this was above the $980 SGA level, Joe no
longer received any SSDI cash benefit. His monthly income was solely his earnings.
Despite increasing his earnings by approximately a third, Joe’s total income decreased
by $700 (39%). His annualized earnings were now $13,416. Though this income is still
approximately 125% of poverty level, it must be remembered that having a severe
disability often entails substantial additional expenses. To achieve his previous monthly
income level, Joe would now have to work nearly thirty-three hours per week. It is
possible that Joe is not capable of doing so on a sustained basis. It is also possible that
if he were, Joe would risk losing his SSDI eligibility and eventually his Medicare.*

Even without factoring in the risk to his continued attachment to SSDI and
Medicare, the relatively modest difference ($138) between Joe’s monthly SSDI benefit
and his higher earnings raises the issue of whether Joe should choose marginally higher
earnings in preference to the twenty hours of what economists call “leisure” should he
decide not to work at all. Alternatively, he could erase this income gap by working less
than three hours per week at his current wage rate. To surpass the maximum income
compatible with his benefit and the SGA level ($1,960), Joe would have to work thirty-

2 An IRWE (Impairment Related Work Expense) refers to the cost of items or services that
enables someone on Social Security disability benefits to work. The IRWE is deducted from gross
earnings before they are appraised for SGA. Subsidies refer to employer provided support that
result in the employee receiving higher compensation than justified by the real value of the work.
Special conditions refer to similar support from third parties. The value of both subsidies and
special conditions are also deducted from gross earnings before any determination that earnings
exceed SGA.

* The December 2008 median was $982.50. See Social Security Administration. 2009. Annual
Statistical Report on the Social Security Disability Insurance Program, 2008. Baltimore, MD: SSA
Publication 13-11826, p. 48.

 This example was taken from Smith, James, Porter, Amy, Chambless, Cathy, and Reiser,
John. March 2009. “The Social Security Disability Insurance (SSDI) Program: A Proposed Policy
Change to Make Work “Worth It” and Save the Social Security Trust Fund.” p. 3. The authors are
the program directors for the benefit offset pilots in their respective states; the report would be
available by contacting the lead author through the Vermont Division of Vocational Rehabilitation.
The example was modified by increasing the SSDI benefit level from $900 dollars per month to
$980 to more closely reflect the national median for disabled workers.



five hours per week at his current wage rate, a number of hours many would consider
full time.

Leaving aside the issue of the objective impact of work activity on the probability
of continued program eligibility, it should be clear that the 100% loss of SSDI cash
benefits (aka the “cash cliff”) that results from having earnings above SGA is a powerful
work disincentive. By penalizing work effort at barely the poverty level, current policy
reduces beneficiaries’ economic welfare, decreases government tax revenue, and
increases Social Security expenditures, as beneficiaries are less likely to seriously test
their ability to leave benefits and/or risk behavior that may be interpreted as suggesting
such capacity. Over time, it increases pressure on the Social Security Trust Fund and is
also likely to contribute to the expected long term labor shortage. To the extent that the
recent trends of increased morbidity within the large cohort of aging “baby boomers” and
of the increasing average duration beneficiaries are in the SSDI program continue, most
of these impacts will be exacerbated.™ It would seem that, from admittedly different
perspectives, these issues would constitute problems enough for beneficiaries, the
Social Security Administration, and, more generally, society. One recent study of the
employment rates of working age SSDI beneficiaries estimated that it was 9% for those
in SSDI but not SSI, 11% for those with concurrent benefits. Though no one really knows
what proportion of beneficiaries could perform compensated work at any time, these
employment rates are approximately one quarter of the proportions of those who
indicated interest in working.*®

However for Pathways and the network of actors and stakeholders associated
with it, the problems arising from the structure of SSDI program rules was part of a
broader concern with the status of persons with disabilities, particularly those served by
public benefit programs. In addition to the SSA administered SSDI and Supplemental
Security Income (SSI) programs, these programs included state administered, funded, or
regulated income and/or in kind transfer programs, health care programs, rehabilitation
and training programs, and long term support programs. It was in this context that
Pathways chose to become involved in implementing a benefit offset pilot. In point of
fact, it was in this more holistic context that Pathways had lobbied for a test of a SSDI
benefit offset since 1998.

Housed in the state agency that administered both Medicaid and the provision of
long term support services, Pathways’ managers and those whom they reported to came
from the perspective that many, perhaps most, SSDI beneficiaries would either continue
to use or ultimately enter one or more of these DHS administered programs, irrespective
of whether SSDI beneficiaries worked their way off benefits. Nonetheless, it is important
to acknowledge that the increase in DHS’ interest in facilitating the employment goals of
its consumers was gradual. Though perhaps DHS moved more rapidly than some other
federal and state agencies to realizing that most consumers would need to make some

'* There are multiple factors involved in the increasing size and cost of SSA disability programs,
including SSDI. See Wunderlich, Gooloo S., Rice, Dorothy P., and Amado, Nicole L, eds. 2002.
The Dynamics of Disability: Measuring and Monitoring Disability for Social Security Programs.
Washington, DC: National Academy Press. pp. 42-52.

18 Livermore, Gina A. 2008, “Disability Policy Research Brief Number 08-01: Earnings and Work
Expectations of Social Security Disability Beneficiaries.” Washington, DC: Center for Studying
Disability Policy, Mathematica Policy Research, Inc. pp. 2-3. Estimates for having employment in
the previous year were a little higher; at 13% for both the SSDI only and the concurrent groups.



permanent use of public benefits in order to work, this realization was not unique to DHS
nor is it to this day complete. A similar evolution can be seen at federal agencies that
serve persons with disabilities, including SSA.

We would argue that prior to the late 1990s SSA’s concept of “return to work”
strongly emphasized leaving benefit status permanently.*’ Nothing typifies this mind set
more than the repeated use of a particular factoid in discussions of the issue: not more
than one of every five hundred SSDI beneficiaries has left the rolls by returning to
work.'® Two events in this period both marked and facilitated a gradual shift in emphasis
toward supporting increased employment outcomes for people with severe disabilities
even if those outcomes were not often associated with an end to benefit status. One was
the State Partnership Initiative (SPI). The other was the Ticket to Work and Work
Incentives Improvement Act of 1999, including the Act’'s emphasis on Medicaid Buy-in
options for working people with disabilities.

SSA, as co-sponsor of SPI, funded demonstration programs in twelve states to
test innovative approaches for helping persons with severe disabilities enter or return to
the workforce. At the start of SPI, the federal sponsors emphasized the potential of new
work incentives and support programs to reduce the numbers of people who would
maintain long term attachment to federal disability programs. Other stakeholders,
including the state agencies operating SPI projects, tended to frame their arguments in
this language to make it more likely that federal actors would take their interests, claims,
and programmatic ideas more seriously. During SPI, SSA and other agencies gradually
moved to the position that while relatively few persons who qualify for a Social Security
program or Medicaid because of serious disabilities would ever be able to live without
some form of public assistance, it would be in the public interest to assist them in
achieving whatever level of self-sufficiency they might be capable of achieving. One
factor in this process was the generally modest results produced through the SPI efforts,
including Wisconsin’s Pathways to Independence.™®

The signature feature of Ticket to Work and Work Incentives Improvement Act
was a voucher program that awarded vendors who were able to provide training and

" The concept of “return to work” also includes initial efforts to work by those on Social Security
disability benefits with no prior work history. The concept is also broad enough to subsume
increased work effort and/or improved employment outcomes for SSDI beneficiaries and SSI
recipients who are already working.

'8 Though still occasionally used, this statement or similar ones are used far less often today than
a decade ago. This change does not so much reflect a positive empirical trend as how issues of
return to work are thought about and debated. If anything, there is evidence that employment
outcomes for persons with severe disabilities have decreased since the early 1990s. For
example, see Stapleton, David C., and Burkhauser, Richard V. eds. 2003. The Decline in
Employment of People with Disabilities: A Policy Puzzle. Kalamazoo, MI: W.E. Upjohn Institute.

19 Pathways to Independence was the name of the Wisconsin SPI project. The name was later
applied to the collaborative formed by DHS and the two University of Wisconsin units and was
ultimately used to identify, in aggregate, Wisconsin’s activities conducted under the Medicaid
Infrastructure Grant.



other services that helped those on SSDI and SSI return to work. ?° Payouts were
structured to reward work effort over SGA, that is, earnings that would lead to ending
attachment to the SSA income support programs. In turn, two features of the Ticket to
Work and Work Incentives Improvement Act, the authorization of a new, more flexible
type of Medicaid Buy-in and an extension of the period of Medicare eligibility for former
SSDI beneficiaries, were intended to address SSDI beneficiaries’ fear of losing access to
needed health care. Like SPI, the “Ticket,” at least over its first decade, did not result in
many people leaving benefit status. Ultimately the program was altered to give
somewhat greater reward for helping those on Social Security disability benefits achieve
more modest employment outcomes. Concurrently, the Centers for Medicare and
Medicaid Services (CMS) gave greater attention to the use of Medicaid Buy-ins to
support work efforts of persons who would retain long term attachment to income
support programs, including through the use of Medicaid Infrastructure Grant (MIG)
resources to support programmatic innovation and expanded work incentive benefits
counseling services.*

B. Wisconsin's Efforts to Address the Problem

As noted, the problem that SSDI-EP addressed could be conceptualized in either
the narrow sense of reducing the negative impact of the SSDI program rules on
employment outcomes or the broader one of improving outcomes for persons with
severe disabilities more generally, including SSDI beneficiaries. This account focuses on
how Wisconsin addressed both characterizations, with the caveat that only the federal
government could authorize efforts to change or test changes to SSDI program rules
such as the cash cliff.

Additionally, this account concentrates on efforts associated with DHS, especially
those that were designed, funded, or implemented through Pathways or linked to the
entity’s initial development. Little is said about efforts by other state agencies, most
notably the Wisconsin Division of Vocational Rehabilitation (DVR), or of private entities
or groups in the state. This concentration on DHS activities reflects the agency’s primary
mission in reference to working age adults with severe disabilities: providing health care
and/or long term support services. Eligibility for such services has generally required that
consumers meet the Social Security medical definition of disability. As most relevant
DHS programs have been Medicaid related, SSDI beneficiaries were not automatically
eligible for participation. Nonetheless, a substantial proportion of Wisconsin’s adult SSDI

% Though one goal of the Ticket was to elicit a greater supply and variety of service vendors
(called “employment networks”), over 90% of vouchers have been deposited with state Vocational
Rehabilitation agencies. Historically, less than 5% of those have received vouchers have used
them. Thus the demand for employment network creation or expansion has been less than
overwhelming. See http://www.socialsecurity.gov/work/tickettracker.html for the most recently
updated information. (last accessed in August 2009).

L MIG funds cannot be used for direct service provision except benefits counseling. Up to 10% of
a state’'s MIG award can be used for that purpose. Work incentive benefits counseling is intended
to help consumers understand the potential impact of work activity on benefit programs eligibility
and levels so they can make informed decisions.

In Wisconsin, as elsewhere, the term “consumer” has gradually replaced the term “client” as a
descriptor of a participant in public benefit programs.



beneficiaries have participated in DHS administered programs and this proportion has
expanded over the years with the creation of a Medicaid Buy-in and changes to
Medicaid waiver programs.

We view 1981 as a useful starting point for reviewing the sequence of state
based efforts that would result in Wisconsin hosting one of the four cash benefit offset
pilots. At the federal level, Congress authorized the Medicaid 1915(c) Home and
Community Based Services Waiver program. In Wisconsin, the legislature created the
Community Options Program (COP). Both programs allowed funding of a much broader
range of services for the purpose of helping persons with disabilities to remain in their
communities than had been previously allowed. Both programs permitted services that
were not “medical” in any immediate sense, including services that could support
employment. The 1915(c) waivers, as part of the state’s Medicaid program, included
limits on income and assets that could exclude many SSDI beneficiaries. This was not
the case with the fully state funded COP, though as with many Medicaid waivers there
were limits on the number of consumers who could be served and, as a consequence,
long waiting lists.

Starting in the mid 1990s, DHS staff began to systematically explore whether
consumers in COP and other long term support programs desired employment and,
when so, what conditions facilitated or discouraged work activity. This exploration began
with consumer interviews and surveys. The basic findings were that a majority of
consumers wanted to at least test employment, but in most cases there were multiple
factors that had a bearing on whether employment was a practical option and, more
often than not, the barriers to work were more formidable than the incentives and
supports. Disincentives stemming from program rules (including the SSDI cash cliff) or
from undesirable interactions between the eligibility rules of different programs were
identified as an important barrier to employment. For many consumers, the impacts of
policy based disincentives interacted with and typically reinforced the effects of other
types of barriers. While some of these combinations appeared more frequently than
others, it became apparent that intervention strategies would need to address a wide
range of needs and circumstances.

This period of needs assessment was soon followed by efforts to develop policy
approaches that would address barriers and opportunities in a holistic and individualized
manner. These efforts involved multiple actors, but the key entities were DHS and a non-
profit entity, Employment Resources, Incorporated (ERI). Program development
centered on two issues: developing ways to provide consumers better information about
their situations and options and increasing consumers’ abilities to define and pursue
their employment goals. Two primary techniques for responding to these issues soon
emerged. The main strategy for improving both the availability of information and
improving consumers’ ability to use it was what would become known as work incentive
benefits counseling. The main approach for helping consumers identify and pursue goals
was the approach now referred to as person centered planning (PCP). These two
interventions were unified into a team based process which ERI coined the “Vocational
Futures Planning Model” (VFP). The Robert Wood Johnson Foundation funded a
feasibility study of the approach that was operated by ERI, but limited to one area of the
state. Additionally, the feasibility study was restricted to persons with physical
disabilities. The Wisconsin SPI project was based on the same general intervention
approach, though the effort to take the approach statewide and to serve consumers with
a wider range of disabilities resulted in the development of multiple variants of the “pure”
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VFP. What was to become the Pathways entity had principal responsibility for managing
the project and providing training and technical assistance to the approximately twenty
organizations chosen to enroll participants and implement the intervention model. In
short, much of the Wisconsin cash benefit offset’s framework originated in SPI and the
activities that preceded it. The SPI project enrolled its first participant in summer 1999
and continued serving participants through 2004.

These developments occurred within the context of a larger DHS effort to
develop a capitated managed care system for providing long term support services for
the frail elderly and those with severe disabilities. This effort resulted in what is now
known as Family Care. The effort was intended to fulfill multiple purposes including
containing costs, ending waiting lists, and, to the fullest practicable extent, allowing
consumers access to those services most consistent with their preferences and goals.
This final purpose was understood to include access to employment related services and
supports. DHS created a specific entity, the Center for Delivery Systems Development
(CDSD) to plan and test the managed care initiative. What was to become Pathways
was also housed in CDSD.

In preparation for the Wisconsin SPI project, staff at CDSD began work on two
fronts to ameliorate the policy barriers that project participants would face. The first of
these was to fashion a proposal for a Medicaid Buy-in based on the provisions of the
1997 Balanced Budget Act. The Medicaid Buy-in, as a statutory change to the state’s
Medicaid Plan, would be available to anyone who met the eligibility requirements, not
merely SPI participants. SSDI beneficiaries were viewed as the key constituency for the
Buy-in, as it would provide a means to obtain affordable public health care coverage that
would be independent of any termination of Medicare eligibility that might ultimately
follow completion of EPE.* Those who designed the Wisconsin Buy-in were aware of
empirical work documenting that many beneficiaries claimed they remained attached to
SSDI primarily to protect access to health care, rather than to keep income support. The
Buy-in also provided the additional benefit of services not covered under Medicare and
potential eligibility for Medicaid funded long term care supports. The Wisconsin Medicaid
Buy-in went into effect in March 2000, six months after the start of the SPI
demonstration.

The second front was that of seeking temporary program rule waivers specifically
for SPI participants. Though CDSD/Pathways explored the possibility of waivers to
multiple federal and state programs, most effort focused on obtaining temporary
changes to Social Security disability program rules. These included both a cash benefit
offset for those in SSDI and an enhanced offset for those in SSI. Of these, Pathways

2 Historically, over 80% of those in the Wisconsin Medicaid Buy-in are thought to be SSDI
beneficiaries. Estimates have been based largely on information about age and Medicare
eligibility. One feature of Medicaid Buy-ins is that SGA earnings do not result in loss of eligibility.
Thus, in theory, a SSDI beneficiary could engage in work effort that would result in leaving that
program but retain access to Medicaid indefinitely. However, remaining in the Buy-in still requires
that the consumer have a disability determination for Medicaid, which involves the same medical
standard as the Social Security disability programs. Thus, those participating in the Buy-ins face
the same issue of whether work activity (which is generally an eligibility requirement for Buy-in
participation) might be used as evidence that the consumer is no longer disabled. In Wisconsin,
any review of a Buy-in participant’s disability status is made by the same agency that conducts
reviews for SSI and SSDI eligibility.
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staff viewed the proposed SSDI waiver as the far more important change, as the SSDI
program had no feature equivalent to the existing 1619 provision of SSI.?* Moreover,
there was something of a consensus that SSDI beneficiaries, because of their previous
labor market experience, would, in the absence of the “cash cliff,” be in a generally
better position to increase their work effort and earnings than SSI recipients.

The SSI waiver was implemented in May 2001, almost two years after project
start-up. The SSDI waiver was never granted. Though the delay in obtaining the SSI
waiver negatively affected the central Pathways office’s relationships with its cooperating
partners and other stakeholders, the failure to obtain the SSDI waiver had stronger and
more persistent consequences. Pathways staff, especially its original Director, stressed
the significance of the waivers in recruiting partners, especially the community agencies
that would recruit and work directly with participants.?® Partners generally believed that
even if the waivers were not in place when SPI started enroliment in summer 1999, they
soon would be. Little was done to temper this impression, though experienced DHS staff
knew that obtaining such waivers is hardly quick work even when an agency, such as
CMS, has standard procedures for processing waiver requests. SSA, by contrast, did
not.

Staff at many of the SPI sites reported they had concentrated on recruiting and
enrolling SSDI beneficiaries over the first year or so of the project in expectation of the
waiver, a claim supported by an examination of actual enrollment patterns. Further, they
conveyed their expectations about waiver availability to consumers. As the program
progressed, staff members at the community agencies were increasingly disappointed.
Some reported that they felt misled by Pathways. More importantly, by trusting that
Pathways would obtain the proposed waivers, they had conveyed inaccurate information
about the project to participants. They argued that this made SPI objectively less useful
to many participants and, more importantly, negatively affected participant trust and
motivation. There were also indications that other partners including staff at DVR and at
least one DHS bureau, felt that Pathways had exaggerated its ability to obtain the
waivers and, as a result, became more skeptical of SPI and other Pathways efforts.?

In addition to the service and policy initiatives already noted, the Wisconsin SPI
project could be said to have created or increased institutional capacity to address
issues of disability and employment, capacity that would be available for the benefit

% The SSI 1619 provision trades one dollar in benefits for each two dollars of additional earnings.
1619 is implemented above $85 per month, rather than at SGA. Though SSDI allows
beneficiaries to earn above SGA and keep their full SSDI benefit during a nine month Trial Work
Period, the SSI 1619 provision remains in force as long as the recipient retains her/his disability
status.

! The original Director was also the head of the Center for Delivery Systems Development
(CDSD) which then housed both Pathways and the effort to develop Family Care. This individual
left CDSD well before the conclusion of the SPI project.

% Material about the development and implementation of the Wisconsin SPI project, including the
unsuccessful effort to obtain a SSDI waiver, was largely taken from See Delin, Barry S., Reither,
Anne E., Drew, Julia A., and Hanes, Pamela P. 2004. Final Project Report: Wisconsin Pathways
to Independence. Menomonie, WI: University of Wisconsin — Stout Vocational Rehabilitation
Institute.
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offset pilot. First and foremost, a substantial cadre of benefits counselors were trained
and gained practical experience. SPI also resulted in the generation of some level of
permanent demand for work incentive benefits counseling from consumers, community
agencies and DVR.?® In tandem, these conditions supported having an ongoing capacity
to provide work incentive benefits counseling beyond the level SSA would support
nationally through the Ticket to Work. The establishment of a permanent technical
assistance and training center, the Wisconsin Disability Benefits Network (WDBN),
would prove to be an important development, both for supporting a high level of benefits
counseling capacity (relative to other states) and for providing an organizational model
that could be utilized for developing and sustaining capacity in multiple areas.?’

Though SPI did not lead to establishing VFP (or any of its variants) as a major
component of the service delivery system, it contributed to the development of
experience with person-centered employment approaches that would be available for
Pathways, DVR, and others to exploit.?® Roughly contemporary with the end of SPI,
Pathways staff began to provide training and technical assistance for the community
based entities that would be contracted through the managed long term care system
(Family Care) to respond to the employment service needs of members. Gradually
Pathways staff began to work directly with staff at the Family Care Managed Care
Organizations (MCOs). More so than in SPI, this effort was interactive. In addition to
having a stronger focus on responding to needs defined by community service providers
and MCOs, Pathways sought to identify and expand good practice based, in part, on the
reflections of front line staff about their use of person centered approaches.

Increasingly, this and other Pathways work was supported through the Medicaid
Infrastructure Grant. As grant levels increased, Pathways designed or supported an ever
greater number and range of efforts to address issues of disability and employment.
Though, in our opinion, of varying quality, Pathways’ activities resulted in a range of
practices, tools, informational products, and studies that could be and to a substantial
degree were used to address issues of disability and employment.

C. How Benefit Offset Plays a Role Addressing the Problem

Wisconsin continued to seek authority from SSA to test a SSDI waiver even after
the SPI project ended. It was never the only state involved in these efforts. Pathways, as
Wisconsin's primary agent, and the other petitioners repeatedly pressed the argument
that a SSDI benefit offset would likely have beneficial effects on employment and
earnings and thus merited testing. For Pathways and its in state allies, a SSDI offset was

% DVR has tended to favor limiting intensive benefits counseling to when a consumer has
indicated a clear commitment to work above the SGA level and to achieve that in a limited time
period. Other organizations are more sympathetic to providing intensive benefits counseling as a
way for consumers to frame goals, identify barriers, and then make informed choices.

%" According to WDBN staff, it provides technical assistance to a cadre of about fifty active work
incentive benefits counselors at any time. The number of trained benefits counselors is
appreciably higher.

% The VFP approach has become permanent insofar as it is specifically listed among those
services that can be authorized through DHS long term support programs. However, it is also
clear that VFP as defined in DHS rules does not require the same levels of team based activity or
process intensity that were required, at least theoretically, during SPI.
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desired for other reasons than its hopefully positive impacts on beneficiaries. In
particular, Pathways had growing interest in promoting an environment where persons
with serious disabilities could define and make progress toward their employment goals,
irrespective of their current program attachment. This tendency was strengthened as the
Centers for Medicare and Medicaid Services (CMS) became Pathways most important
federal partner. The Medicaid Infrastructure Grant was intended to build capacity that
might serve people other than current Medicaid Buy-in participants. CMS signaled
interest in potential Buy-in users, even to the point of supporting capacity building with
the object of reducing the probability that some might need to enter a Medicaid Buy-in.

While it is arguable that Pathways never fully elaborated an intervention model, it
appears that there was an expectation that an offset’s beneficial effects would arise
through two processes and the interactions between them. The first process would be
that of a direct economic incentive, including the expectation that individual’'s behavior
would strongly reflect the assumptions of economic rationality. The second process
would be that of changing beneficiaries’ perceptions and understandings of their
situations and possibilities, especially in ways that reduced fears that employment would
threaten access to essential public benefits. Though this second process does not
preclude beneficiaries from acting in ways consistent with economic rationality, it does
not require that economic rationality be the sole or even the predominant motivator of
human action. Furthermore, perceptions, understandings, and, for that matter,
behavioral orientations occur in a social context. It matters what other people say or do.
Sometimes that may be one’s immediate social contacts, sometimes what one learns
through impersonal media sources.

If the problem a benefit offset is meant to address is conceptualized narrowly,
that is dealing with the disincentive effects of the immediate loss of SSDI cash benefits
when earnings go above SGA, then it is not difficult to identify one cause of potentially
positive outcomes. To assert the obvious, reducing the 100% marginal tax rate on one
income source as earnings increase above a threshold amount to a 50% rate should
increase at least some beneficiaries’ work effort and earnings. Having more income
because of work is almost without exception considered better than having less income
because of work. Still it is not obvious how big this incentive effect should be. In the
American context, a 50% marginal tax rate is associated with the last dollars of income
for the very affluent, not earnings levels that are roughly at the poverty level. Also, as
previously noted, SSDI beneficiaries face other challenges to increasing their work effort
than SSDI program rules, including the effects of their disabling conditions.

Moreover, the incentive effects of a cash benefit offset will likely be mediated by
subjective factors such as beneficiaries’ perceptions and concerns of how work activity
will affect their ability to either retain or regain SSDI and other public program benefits.
While we term these perceptions and concerns subjective, it is important to note that in
most cases there is little reason to think these are arbitrary. They reflect beneficiaries’
interpretations of their lived experience or of what they have learned about what
happened to others. Of course in some cases these interpretations may be objectively
false. However, interpretation may often be a matter of perspective. As we shall see
later, an action that from SSA’s perspective may be viewed as consistent with the
principle of not harming a beneficiary may from the beneficiary’s perspective be as
reasonably viewed as an action that has caused harm or has the potential to do so in the
future. Additionally, other subjective factors, including basic values or priorities, may well
influence whether and how an economic incentive is used.
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Despite these cautions about the factors that might reduce the effectiveness of
an offset, Pathways and its partners generally expected the offset would have some
beneficial effect. Many of those involved in the “network” expressed the view that the
disappointedly modest gains in employment outcomes by SPI participants resulted, in
large part, from the failure to address the cash cliff. Beyond this it also appears that
many believed that obtaining the offset might provide strong signals that the system was
moving in a desirable direction. Consumers, whether SSDI beneficiaries or not, would be
encouraged. Of equal importance, the organizations, both public and private, that had
been involved with SPI or had carefully observed it, would be encouraged to either
participate in new efforts or to do so with more commitment. This was especially
important at the front line. If a benefits counselor’s expert opinion were that increased
work effort would be more likely to harm than to help a consumer, it would be far less
likely that the consumer would undertake such effort.

Finally, few among the Pathways staff or its partners expected the offset to work
as a proverbial silver bullet, even for beneficiaries who had some history of relatively
high earnings following their initial entitlement for SSDI benefits. Too many persons with
serious disabilities faced multiple barriers, including the possibility that their health might
deteriorate either cyclically or permanently. Stakeholders repeatedly used the metaphor
that overcoming any particular barrier to work resembled peeling an onion. It followed,
then, that for most beneficiaries, an offset would have to be used as part of a broader
and generally individualized strategy. So there was always a concern about what other
conditions, including services and supports, would need to be in place for consumers to
effectively use policy changes such as a SSDI offset. For Pathways, one consistent
answer would be the availability of work incentive benefits counseling.

There was also concern about the provisions of the benefit offset provision itself.
It was felt that the potential impact might reflect the slope of the offset. In general,
Pathways staff favored a more gradual reduction of the SSDI benefit than 50%,
especially given the likelihood that an offset incorporated into the Social Security Act
would apply to concurrent beneficiaries who could already use the SSI 1619 option.
Similar issues arose over whether the offset should be applied at SGA or at some level
well below it. Most of all, there was an abiding concern about whether beneficiaries
could be reasonably protected from having their work efforts used as evidence of
medical improvement, especially in the case of cyclical disabilities, those where primary
symptoms had strong subjective components, or those where medications might not be
permanently effective. In the context of the benefit offset pilots, most of these issues
were determined by SSA. As such, Pathways’ or its partners’ preferences on these
issues have no further bearing on this narrative.

D. State Level Context/Environment in which Wisconsin Implemented the Pilot

The SSDI benefit offset pilots, as any policy initiative, were implemented in a
wider social context. Given the complexity and variability of both individual and collective
behavior, any test of a benefit offset would inevitably be a test within a limited set of
contexts. Moreover, contexts change over time. As the benefit offset pilots were
intended to inform both the design of a larger demonstration and of possible changes to
the SSDI program, it is reasonable to ask whether what is learned in Wisconsin or any of



15

the other pilot states is more broadly applicable.?® We will not seek to analyze that issue
directly. We only wish to note that Wisconsin (and for that matter the other pilot states)
are part of a reasonably coherent national community and this, in our view, is sufficient
basis for taking the pilots’ results seriously.

Nonetheless, state level variations can have a significant impact on policy
implementation and outcomes. Indeed, environmental characteristics must be taken into
account in policy design if for no other reason to identify the boundaries of the practical.
Though we can only assess contextual impacts on the SSDI-EP to a limited and often
indirect extent, it is important to identify local conditions that we think had a large
potential to affect either program implementation or outcomes. We think that three kinds
of state level contextual factors are especially important: economic conditions, the policy
environment, and the organizational infrastructure that was available or could be built to
deliver or support the pilot. It is important to note that state level context is to some
degree, shaped by external trends or events. External factors can even dominate. For
example, short term economic conditions in Wisconsin are driven more by national and
international trends than by anything that happens in the state. Yet this dominance is
rarely, if ever, complete. Public and private choices within the state, for example about
education and capital investment, will have a long term influence on Wisconsin’s relative
position in the national and world economies irrespective of the business cycle.

To use a benefit offset a beneficiary would need to participate in the labor
market. It is reasonable to hypothesize that outcomes would be better in good economic
times than in poor ones. It is also reasonable to think that it would be easier to assess
the offset impacts over periods when economic conditions are relatively stable.

In some respects, economic conditions in Wisconsin can be characterized as
benign and stable over the August 2005 through December 2008 period on which this
evaluation concentrates. Annual inflation rates, as captured by the consumer price index
for urban consumers (CPI-U) were modest, typically around 3%. More importantly
Wisconsin seasonally adjusted unemployment rates were generally low, varying over a
fairly narrow range of 4.4% to 5.9%. The maximum was reached in December 2008,
heralding the rapid increase in unemployment rates that would occur in 2009.%
However, this deterioration occurred after most enrollees had completed the nine quarter
participation period analyzed in this report.!

2 We will delay consideration of an important type of contextual issue that affects any judgment
of how well the Wisconsin pilot can inform policy development and implementation of an offset.
Pilot eligibility rules and, secondarily, recruitment strategies meant that participant characteristics
would not closely match those of the population of SSDI beneficiaries who would be eligible to
use an offset provision if one were added to the Social Security Act.

%9 Wisconsin unemployment rates were generally equal to or slightly lower than national rates
over most of the 2005-08. In the second half of 2008, national rates rose appreciably sooner and
higher than Wisconsin's. Data are from the Economagic website: http://www.economagic.com.
(accessed In August 2009).

%! Enroliment in the SSDI-EP ended on October 31, 2006; only those enrolled in that month would
have generated outcome data that included the fourth calendar quarter of 2008. For comparison,
the analysis period for a participant who enrolled in the July-September period of 2006 would
have ended with the third quarter of 2008. The September 2008 unemployment rate of 4.7% was
typical of monthly values through the pilot.
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As it is not inevitable that employment conditions for the general population
correlate strongly with those faced by persons with disabilities, it may be helpful to
review some information about employment rates for disability populations. While
available data demonstrate that persons with disabilities are far less likely to be
employed than the non-disabled population and to have less earnings when they are,
persons with disabilities in Wisconsin appear to have better outcomes relative to national
averages. For one indicator, the difference is impressive. Roughly twice the proportion of
Wisconsin’s blind and disabled SSI recipients report earnings than the proportion for the
United States as a whole. This difference has been persistent; for example, in December
2005 the proportion was 12.1% in Wisconsin, 5.6% nationally.*?

Looking at data from the American Community Survey (ACS), Wisconsin’s
advantage remains, but the differences from national figures are less pronounced.
Though the ACS data does not identify SSDI or SSI, based on respondent answers it
identifies a category of working age persons with an “employment disability.”
Respondents in this category have much lower employment rates and are far less likely
to report having full time employment than the larger sample of working age persons
who are identified as “disabled.” For example, in 2005 21.7% of those in Wisconsin with
an employment disability reported employment compared to 17.7% nationally. However,
Wisconsin's seemingly better labor market for persons with disabilities must be
assessed in context. Wisconsin’s labor participation rates for the non-disabled
population have remained a bit higher than for the United States as a whole.?*

Yet, economic conditions in Wisconsin were less favorable than might be inferred
from employment and inflation statistics. Economic growth is a primary driver of job
creation. This is especially important for populations, such as those with severe
disabilities, who are not strongly incorporated into the labor force. Wisconsin’s growth,
relative to both the nation as a whole and to a rate likely to generate job growth, was
low. For 2005, 2006, and 2007, Wisconsin’s annual rate of increase in its Gross
Domestic Product (GDP) was roughly 1% less than for the United States (e.g., 1.9%
versus 3.1% in 2007). Admittedly the estimated rates for 2008 converged at .07% as the

% Office of Research, Statistics, and Policy Analysis, Social Security Administration. 2007. “SSI
Annual Statistical Report, 2005.” Baltimore MD: Social Security Administration.
http://www.ssa.gov/policy/docs. (accessed in August 2009). Data was drawn or calculated from
Tables 9, 28, and 30.

% The ACS classifies persons as having an “employment disability” who report that because of a
physical, mental, or emotional condition lasting six months or more they had difficulty in working
at a job or business. See Rehabilitation Research and Training Center on Disability
Demographics and Statistics. 2007. “2005 Disability Status Reports: United States.” Ithaca NY:
Cornell University Rehabilitation Research and Training Center on Disability Demographics and
Statistics. p. “P.”

% ACS data were obtained from the Disability Status Reports prepared by the Rehabilitation
Research and Training Center on Disability Demographics and Statistics (StatsRRTC) at Cornell
University. For each of the annual American Community Surveys since 2004, StatsRRTC has
prepared reports for each state as well as the United States. The 2005 data come from
StatsRRTC. 2007. “2005 Disability Status Reports (Wisconsin & United States).” Ithaca NY:
Cornell University Rehabilitation Research and Training Center on Disability Demographics and
Statistics. The reports are available online at http://www.DisabilityStatistics.org.




17

nation endured a financial crisis that induced an unusually severe recession in its
wake.* While there is uncertainty about the relationship between GDP growth and job
creation, a 3% growth rate is often viewed as the threshold for when net job growth will
clearly exceed the number of jobs needed because of population increase. >

The second contextual factor we identified as potentially important to how
effectively someone might use a benefit offset was the state’s policy environment. By
this we mean the programs, rules, and the grants of public authority that establish them
that might either support or impede progress toward improved employment outcomes.
Though analytically distinct from implementation, these constitute a framework through
which the purposes and opportunities for program or service delivery are constrained.
This is most immediately true for public entities, but also for private actors to the extent
that their activities are publicly funded or regulated. In describing Wisconsin’s policy
context, the focus will naturally be on policies that directly impact persons with
disabilities. Nonetheless, some consideration need be given to the wider circle of public
commitments and limits that can touch on those.

We have previously identified much of the relevant policy framework. Wisconsin
through Medicaid waivers and the Community Options Program had the programmatic
authority to provide a broad range of services and supports for 