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I. INTRODUCTION

The social security disability insurance (DI) program is the Na-
tion’s largest disability-connected cash benefit program. Under the
. DI program and the supplemental security income program (which
’grovides means-tested benefits), the Social Security Administration

responsible for nearly half of all benefit expenditures made from

Fublicly financed disability pn:ﬁa.ms. The Committee on Finance
ast reviewed the workings of DI mﬁram in 1979, and subse-
quently acted on legislation to deal with the enormous growth that
occurred in the 1970s. Numerous measures to address excessive
benefit levels, work disincentives and apparent weaknesses in the
administrative practices of the program were enacted in the Social
Security Disability Amendments of 1980 (Public Law 96-265).

One of the administrative requirements of the 1980 legislation
has been a particular source of recent attention to the program.
This is the requirement that the eli%l:?ty of DI beneficiaries be
reviewed at least once every 3 years. This provision was adopted in
1980 as a result of congressional concern over the lack of monitor-
ing of the benefit rolls. Its implementation has resulted in the find-
ing that significant numbers of individuals should be terminated
from the social security disability rolls. This has highlighted ques-
tions concerning the adequacy of the determination process, the
proper standards to be applied in determining whether an individu-
al continues to qualify for benefits, and the appropriateness of ap-
plying what appear to be different concepts of disability at the
initial and appellate levels of decisionmaking.

)



II. GENERAL BACKGROUND ON DISABILITY INSURANCE

~—— - The Social Security Administration (SSA) administers two na-
tional disability J»rograms: the social security disability insurance
(DI) program and the supplemental security income (SSI) program.
The disability insurance program, by far the er of the two pro-
grams, provides benefits to disabled workers (and their spouses and
children) in amounts related to the disabled worker’s former wages
in covered employment. Funding is grovided through the social se-
curity payroll tax, a portion of which is allocated to a separate dis-
ability insurance trust fund. The SSI program provides cash assist-
ance to the n aged as well as to the needy blind and disabled,
many of whom do not have recent attachment to the labor force.
As a needs-based program, SSI provides payments based on the
amount of other income available to the individual. Unlike DI, SSI
is funded through appropriations from general revenues.

A. Summary of Program Characteristics

Beneficiaries: The DI program is the Nation’s primary source of
income replacement for the families of workers who are unable to
work due to a disabling condition. It has 4.4 million beneficiaries,
2.7 million of whom are disabled workers. Among workers awarded
benefits in 1975, the median age was 55.6. Approximately 44 per-
cent had been em%l:yed in blue-collar occupations requiring some
type of ghysical labor, 60 percent had less than a high school edu-
cation, 32 percent were women, and 15 percent were black. The
leading causes of disabiiity were: diseases of the circulatory system,
27 percent; diseases of the musculoskeletal system, 17 percent;
mental disorders, 10 percent; and cancér, 10 percent.

TABLE 1.—PERCENT DISTRIBUTION OF DISABLED-WORKER BENEFICIARIES BY AGE AND
SEX COMPARED WITH ADULT U.S. POPULATION, 1975

- Disabil Adult U.S.
Characteristics beaks  poions

Total percent 100.0 100.0

Age:
Under 35 11.0 43.0
35 to 44 10.0 20.0
45 to 54 26.0 21.0
55 to 59 230 9.0
B0 3N OVET ........oovvrensrvrsesrsmssnssnncsssssssmansssssssssssssssssssanns 30.0 8.0

Sex Median age (years) 55.6 38.6
Male 68.0 48.0
Female 320 520 .

;wwaWwfm 1%0 ”u’n“:.' m?:‘ e oo lwimn the jurisdiction of the Com
rce: material a on ma ams withi mittee on Wa
and Means, Conmitee Prin 97-29, Fb, 18, 1982, ' g

@
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There are 2.3 million SSI disability recipients, accounting for 59
percent of the overall SSI population. About two-thirds of new SSI
awards are for disabled recipients.

Benefits: DI benefits are on the worker’s average monthly
earnings prior to the onset of disability, indexed to reflect national
wage growth. (Up to 6 years of low earnings are excluded.) The
benefits are tax free and adjusted annually for increases in the cost
of living. Benefits are also rprovided to dependents, subject to cer-
tain maximum family benefit limits. Currently, monthly benefits to
newly disabled workers range up to $769 for the disabled worker,
and up to $1,164 for the entire family. Benefits may be offset if the
disabled-worker beneﬁciar{ is simultaneously receiving workers’
compensation or other public disability benefits.

As of June 1982, the average monthly benefit for disabled work-
ers was $443 and, for disabled workers with dependents, it was
$851. (See Table 2 below.) The DI program cost $17.3 billion in
fiscal year 1981 and, under current law, the Administration pro-
jects it will cost $18.4 billion in fiscal year 1982.?

TABLE 2.—DISABILITY INSURANCE CASH BENEFITS OVER TIME FOR DISABLED WORKERS

AND THEIR DEPENDENTS
Average monthly benefit
Calendar year 1 Disabled , Disabled-
worker Spouses Children m

Current beneficiaries:

1970..... . $131 $43 $39 212

1975 224 67 62 442

1981 414 122 111 809

1982 443 131 129 851
New awards:

1970 139 40 37 3 .

1975 . s 244 713 68 3

1981 439 117 125 3

1982 454 126 130 3

1 As of June

1 Under 1982 OASDI Trustees’ Report II-B assumptions.
% Not available.
Source: Office of the Actuary, SSA, July 1982,
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Under SSI, there is a flat Federal payment standard of $284
monthly for an individual and $426 monthly for a married couple
(which is supplemented by many States). As under the DI program,
benefits are not taxable and are increased automatically each year
toreﬂectchangeesinthecostofhvi.n(ﬁ.Theactualpaymenttoan
individual is determined by the individual's other income—the
greater his or her income, the lower the SSI payment. As of Janu-
ar{ 1982, disabled SSI recipients received an averaTe payment of
$217 a month. In fiscal year 1981, outlays for disabled SSI recipi-
ents were $4.8 billion and, under current law, the Administration
projects they will reach $5.2 billion in fiscal year 1982.

Ll 'bilig': To be eligible for DI benefits, a worker must be both
“fully” and “disability’” insured—that is, have credit for having
worked in covered employment for a certain period of time. In
1982, a4 worker receives 1 quarter’s credit for each $340 of annual
earnings (up to a maximum of 4 quarters). To be fully insured for
life, a worker must have credit for working 40 calendar quarters in
covered employment. If a person has not worked 40 quarters, he is
still fully insured if he has at least one quarter of coverage for each
year after 1950, or if later, after the year in which he reached 21,
and prior to the onset of disability. To be disability insured, the
worker must have 20 quarters of coverage in the immediately pre-
ced.inﬁ;llo quarters. (There are exceptions for younger workers and
the blind.) Currently, more than 95 million people are insured in
the event of disability.

Under the law, disability is defined as the inability to engage in
substantial gainful activity by reason of a medically determinable
physical or mental impairment expected to result in death or last
at least 12 months. Generally, the worker must be unable to do any
kind of work which exists in the national economy, taking into ac-
count age, education and work experience. Except in cases of
second or subsequent disabilities, a person must be disabled con-
tinuously for a 5 full-month waiting period before he can receive DI
benefits. (An individual whose disability begins in January would

in receiving benefits for the month of July.)

e SSI prog‘am generally uses the same criteria for determin-
ing disability. There are no prior work requirements, however, and
no waitti:e% period for benefits. Instead, the individual must meet a
- means test.

B. Financing Provisions

Like the social security retirement and survivors insurance and
hospital insurance programs, the DI program is financed by the
social security payroll tax on covered workers. Apg‘tl':ximatel 90
percent of the work force is covered by the system. The tax, which
18 ﬁ)pid equally by employees and employers, 1s levied on wages and
self-employment e up to a maximum level established each
calendar year. The total social security tax rate levied on the earn-
ings of wage earners is 6.7 percent this year. This amount is paid
Eg both the employee and empl%yer so that the total tax rate on

e earnings paid to workers is 18.4 percent. For the self-employed,
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the social security tax rate is currently 9.35 percent. The maximum
amount of earni su&:gect to the tax, referred to as the taxable
earnings base, is $32,400 in 1982. (This amount rises each year at
the same rate that average earnings in the economy rise.) When a
worker’s earnings reach this maximum level during the year, the
tax is no longer withheld. Table 8 shows the social security tax
rates and taxable earnings base under current law and how the
overall tax is distributed among the three programs.

Currently, with a tax of 0.82b percent (employee-employer, each),
the DI program receives about 11 percent of the overall social secu-
rity tax receipts. When the ultimate social security tax rate goes
into effect in 1990, the DI program, with a tax rate of 1.1 percent
(employee and employer, each) will be allocated about 14 percent of
overall receipts.

The DI program also receives income in the form of interest on
the investments of its trust fund—now representing 2.3 percent of
its total income—and small payments from the General Fund of
the Treasury to reimburse for gratuitous wage credits granted to
members of the armed services—representing less than 1 percent
of the DI program's total income this year.!

1| Based on the Intermediate II-B assumption in the 1982 OASDI Trustees’ Report.
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C. Financial Status

While current projections of the financial condition of the social
security system are adverse both in the near-term and long-term,
the latest report of the social security board of trustees projects
that the DI program, by itself, is in good financial shape and will
remain so throughout the entire 75-year valuation period. Under
all four sets of assumptions in the 1982 report, income to the DI
trust fund is estimated to exceed expenditures in every year during
the 1982-86 period.2 In contrast to the old-age and survivors’ insur-
ance (OASI) program, which is expected to deal:te available assets
by June of 1983, the assets in the DI trust d are projected to
grow continuously, even under the trustees’ pessimistic assump-
tions. The 75-year projections show sizable surpluses.

It would be shortsighted to view the DI program in isolation,
however. Under the interfund borrowing authority provided by
Congress in 1981 (Public Law 97-123), the DI trust fund must share
its assets, or the receipts arising from the payroll tax, with the two
other social security trust funds—OASI and HI (Hospital Insur-
ance). The DI program’s well-being pales in comparison to the ad-
verse financial condition of the much larger OASI program. When
these two programs are viewed jointly, the financial forecast for
the social security program is poor both in the near-term and long-
term. The growth of reserves in the DI program in the next five
years would not be sufficient to offset the projected decline in the
OASI trust fund, and the combined assets of the two trust funds
would run out in late 1983 under all four sets of trustees’ assump-
tions.

2This does not reflect the fact that under the interfund borrowing authority enacted in P.L.
97-123, the OASI program will borrow substantial sums from the DI program this year, and
thereby erode the reserve base of the DI program.



10

wopdwmse o % S

2961 'R e VS eny o o Sy) 20

; NOM /061 W pNGD G PROM QU ) K EMNONR SR MG PR /5] W Svonends Bul W eees W fed o weymee prom nEe swm
elaloyladadlebnpsiminsinionield s - e H G T T g o T
<16 W) R 4q popwod Quomme TNeLq YR O SOWR EAS IS ISV U OF SPURJ 1SRI) I DB 10 B0 Wl SPUR O JySURR B BRUN 'SRE] PR 2961 ...n?:a.l:.._l pue 2851 1o sandy swcow ayf ‘|

W 96— el1— 96 0/ |TL1— 61— Iv— SER UIET— |981— §l€— vl 181 414 1661
€2— 66— 61— 98y 99— ([(801— 1G9—  9ty— 4891 02— |Imn yel— Ul 66 1's¢— 0661
99— L= 91— 196 96— (§¥6— [9%— §L5— §8 €98l— |6T1E— 90— €1— 98 66— 6861
M= €= ¢I— 88 S— |929— 191— 6G9%— 666 Gart— 19— 6¢€l— [01— 262 56— 8861
9= 6 01— (12 6¢— |18€— 22— gse—  L¥l 9oIt— | 981— 88— 01— 612 2~ 1861
= 9 1= 8 - |¥6l— 29 96— 876 ¥l Iel— Iv— 68— 681 6L 9861
4 9 — " = 19— £01 91— 6EE Gos— 23— 0= 08— 661 6€l— G861
6 11 £ 13 | Sl WA il 98— 081 99— 891~ 12— 99— +#6 0v— ¥861
91 8¢ 01 8 I 1144 691 09 98 9¢— -9 14 Sl rel— z £861
144 £ ] 91 6l A 6'S1 81 9] 891 I6— 67— 19— 6S1— Uy~ v {861
£2 Sy 81 | t4 81 (43, L818 13 74 S 1 ¢12s I'es 0ss 618— 908— €18 1861
LM KW K S0 M 5% « 50 -y W 0sv0 0 )
i i -

oBne 10 oBnwaand ¢ se el o Suwudeg 1o Sesy 204 )0 pus 1 spuny SOUR) U STBRIN JoN

vy 8911 €286  ¥1E 600t | L0ty O6L rse g9 AT 1661
661 W01 8TIE G662 8 |10y 6L 0926 69 9967 0661
Ue8E 976 I'ee L2 yea [o1eE  TU 86 2195 G'eel 6861
GE 618 902 692 (e [6LE 089 6'662 TS 8802 8861
6e¢ TU 8067 €% Yoz [EW0E L'€Y corZ €9 €61 1861
86l €9 YieZ 6% 6802 |8182 €6 Gur 8 L081 9861
1892 966 LA ) U4 Tl {0962 61§ e £l ' G861
v €8 geer 102 [ATAGNE ) 174 19% 981 662 1661 861
e 9 66l 161 vt [ ¥60Z 2 191 192 0°Lel s £861
656t L€ €091 681 gl | 6981 92€ Il o T'LE1 1 2861
TSLIS  L0eS  wvvI$ LTS L92IS [ 28LIS  LSES  vaNIS LIS wSers 1861

L) ] 105v0 q (] mo) ] 05V (] V0 -
oty ]
(swondamese §-4 syewme ‘Swomq w Smowy)

16-T861 SHVIA ¥VONTIVD ‘190d3¥ STILSNAL 2861 IHL 40 SISVA THL NO MYY INISIUA HIONN SONN4 ISHUL 1M ONY ‘10 ‘ISVO JHL JO SNOUVHIAO GILVILISI—'y TI8VL



11

Even if interfund borrowing were to be reauthorized beyond 1982
or another tax reallocation were enacted, the combined assets of
the three trust funds are ex to be exhausted by 1984. Only
the optimistic assumptions show the assets of the combined pro-
grams remaining above the insolven? point (assets equal to one
month’s benefits) in the near-term, and only barely so.

The long-term situation is similar, with only the optimistic as-
sumptions in the trustees’ report showing the OASDI programs as
being actuarially solvent. Under the other three sets of assump-
tions, the surpluses in the DI trust fund are not nearly sufficient to
offset the projected deficits in the OASI trust fund or those that
would be projected in the HI trust fund. (75-year projections for HI
are not normally made.) The following table shows the intermedi-
ate (II-B) projections for the OASI and DI programs.

TABLE 5.—LONG-RANGE OASDI FINANCIAL STATUS PROJECTIONS: INTERMEDIATE II-B
ASSUMPTIONS

[As percent of taxable payroll]

Average tax Estimated

Calendar years average cost Difference

a rate
0ASI: 4
1982-2006 9.93 10.14 -0.21
2007-31 10.20 12.43 223
2032-56 10.20 15.20 -5.00
ol 1982-2056 10.11 12.59 —248
1982-2006....... . 2.07 1.23 85
2007-31 . 2.20 1.65 .55
2032-56 2.20 1.61 .59
1982-2056 2.16 1.50 .66
OASI AND DI:
1982-2006 12.01 11.37 .64
2007-31 12.40 14.06 —1.68
2032-56..........coooereoeen. 12.40 16.81 —44]
1982-2056 12.27 14.09 -1.82-

Source: 1982 OASDI Trustees’ Report.

NOTE: HI excluded because projections in Trustees’ Reputaremlymadefotz.‘rywrnod' . In terms of
1982 payroli, 1 percent of payroll is equivalent to an average deficit or surplus of aimost $14 billion annually.

TABLE 6.—LONG-RANGE OASDI TRUST FUND RESERVE RATIOS: INTERMEDIATE |i-B

ASSUMPTIONS
{Start-of-year assets as percent of outgo]
Calendar year 0ASI DI Total
1982ttt sanass st 15 16 15
1983 11 8 10
1984 () 43 3

96-297 0—82—2
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TABLE 6.—LONG-RANGE OASDI TRUST FUND RESERVE RATIOS: INTERMEDIATE 1I-8

ASSUMPTIONS-—Continued
[Start-of-year assets as percent of outgo]
Calendar year 0AS! D Total

1985 (1) 84 -4
1986 (1) 148 -1
1987 (1) 217 -10
1988 (‘; 266 -13
1989 ( 361 —16
1990 (1) 436 -19
1991 (1; 536 -13
1992 (1 631 -1
1993 (1) 723 (’;
1994....... (1) 812
1995 (1) 895 15
1996 (1) 959 23
1997 (1) 1,019 32
1998 (1) 1,076 42
1999 (1) 1,130 53
2000 (1) 1,178 64
2001 (v 121 76
2002 () 1,270 89
2003 (1) 1,303 102
2004 () 1,327 115
2005 (1) 1,332 128
2006 ” (1) 1,366 140
2010 (1) 1,435 177
2015 (1) 1549 177
2020 ' (1) 1,703 125
2025 _f (1) 1,938 31
2030 ' (1) 221 (1)
2035 (1) 2,504 ()
2040 (1) 2,693 (1)
2045 (1) 2,837 (%)
2050 (1) 3,061 ()
2055 (1) 3,330 (1)
2060 (1) 3,582 (*)

Trust fund is projected to be first exhausted in.......... 1983 ... 1983

1The fund is projected to be exhausted and not to recover before the end of the projection period.
2 Less than 0.5 percent.

Source: 1982 OASDI Trustees’ Report
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As shown in Table 5, the cash benefit programs have, over the
next 76 years, a deficit of 1.82 percent of payroll.? This means
that—under the actuaries’ best current estimates—social security
taxes would have to be increased by a combined 1.82 percentage
points (or $25 billion in 1982 terms) for each of the next 75 years.
This (again in 1982 terms) represents a total deficit of $1.9 trillion
over the next 75 years.

If the deficit in the OASDI program is not addressed in the near-
term, it becomes substantially larger on an annual basis in the
future. For the last one-third of the 75-year period, an average
annual deficit of 4.41 percent of taxable payroll (over $60 billion
per year in 1982 terms) is projected. Taking account of HI, the
social security system deficit’ would be substantially higher.

It should be noted that the good financial state of the DI pro-
gram, by itself, is not solely the consequence of favorable or lower
than anticipated enrollment and expenditures. In the past few
Keears overall enrollment in the program has fallen very noticeably

low the estimates made when the last major financing provisions
were enacted in 1977. However, those amendments increased over-
all payroll taxes and made a very substantial reallocation of the

overall tax to the DI program. The tax increase and reallocation:,_. i

between the trust funds were deliberately large because of the ™

rapid growth in the program and uncertainty among the social se-
curity actuaries about trends for the future. No steps were taken in
those amendments to address the unexpected and rapid growth of
the program over the 10 or more years preceding the amendments.

It is also important to view the favorable financial condition of
the DI program cautiously given that the incidence of disability
has shown volatility over the last 25-years. The rate of awards per
thousand persons insured for DI (shown in Chart 1) has varied be-
tween 3.6 and 7.1, with the lowest rates experienced recently.
Future cost projections, of course, are largely based on recent expe-
rience.

3 In 1982, total taxable payroll will ‘amount to $1.361 trillion (under Trustees’ intérmediate II-
B assumptions).

wEHT

oy~
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TABLE 7.—PERSONS INSURED FOR DI AND RATES OF DISABILITY, 196081

Persons Awards
ooty w00
millions) workers

1960 46.4 45
1961 48.5 58
1962 50.5 50
1963 515 44
1964 52.3 40
1965 533 47
1966 . 55.0 5.1
1967 55.8 54
1968 68.0 4.8
1969 70.1 49
1970 124 48
1971 A 74.5 56
1972 ' 76.1 6.0
1973 118 6.3
1974 . 80.4 6.7
1975 83.3 1.1
1976 85.3 6.5
1977 87.0 6.6
1978 88.8 5.2
1979 2 91.1 4.5
1980 2 93.1 4.2
1981 2 95.2 36

1 January 1 of each year.
2 Preliminary.

Source: Office of Actuary, SSA.



III. GROWTH OF THE PROGRAM

A. Context for the Current Situation

The enactment of the disability amendments in 1980 marked the
culmination of congressional interest in the social security disabil-
ity programs that had been building since the mid-1970s. It was
driven, for the most part, by three concerns: rapid increases in
costs, work disincentives, and poor administration. )

Probably foremost was the concern over the rapidly rising cost of
the system, illustrated in Chart 2. Originally, the DI program was
financed with a combined tax rate on the employee and the em-
ployer of Y percent of taxable earnings. After numerous legislated
liberalizations and a period of expansive enrollment, the combined
tax rate more than doubled by 1980, reaching 1.12 percent, and is
currently scheduled to rise to an ultimate rate of 2.2 percent—
nearly 4% times the original cost of DI. When the 1980 amend-
ments were enacted, the annual cost of the system had risen from
$3.3 billion in 1970 to $15.8 billion in 1980.

With the exception of the experience of the past few ycars, the
DI program was plagued by a history of underfinancing almost
since its inception. Over the 25-year life of the program, 1957 to
1981, the trustees reported a long-term financing deficiency on 15
separate occasions. On some six occasions Congress had to take
steps to increase the amount of tax revenues going to the program.
(See Appendix A for more on this.)

The second concern was that rising benefit levels and other as-
pects of the program had created barriers and disincentives for
beneficiaries to attempt to return to work. As discussed in this sec-
tion, a series of benefit increases in the late 19608 and early 1970s
led to a marked increase in the amount of pre-disability earnings
replaced by social security benefits and, therefore, to an increase g
the number of people who could gain financially by coming ontd,
and remaining on, the DI rolls. (See Section III C for more on this.)

Finally, there was concern over repeated allegations that the
: prOfram suffered from administrative failings. It was argued (and

still is) that the decision-making process did not render uniform
and equitable decisions from one applicant or beneficiary to an-
other; that oversight of the State disability uetermination services
and Administrative Law Judges (the principal entities making deci-
sions about the existence of a disability) had not been sufficient to
avoid a loosening of the standards of eligibility; and that there was
not enough followup of the disabling conditions of beneficiaries
after they joined the benefit roster.

an
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TABLE 8.—DISABILITY INSURANCE PROGRAM COSTS, 1957-82

[In millions)
Calendar year Total costs
1957 $59
1958 261
959 sens 485
1960 600
1961 956
1962 1,183
1963 1,297
1964 1,407
1965 1,687
1966 1,947
1967 2,089
1968 2,458
1969 2,716
1970 3,259
LOTL et s et s s ssass st s R Ra s aRa e 4,000
1972 4,759
L. OO 5973
1974t 1,196
1975 8,790
JOT6 ..ot sseasms s s sssssseserssassssases 10,366
1977 11,946
1978 12,954
1979 " 14,18€
1980 15,872
1981 117,658
1982 118,508

® 1 Estimated based on the Altenative II-B assumptions contained in the 1982 OASDI Trustees’ Report
Source: Social Security Bulletin, Annual Statistical Supplement, 1980.

While these three concerns overlapped, the growth of the pro-
gram was certainly the most visible, and the one which exerted the
greatest pressure on Congress to review the workings of the DI pro-
gram. Congress addresses the unanticipated growth with the enact-
ment of the Social Security Disability Amendments of 1980 (Public
Law 96-265). This legislation was intended to constrain the growth
of the DI program, provide more control over the size of the benefi-
ciary caseload, and improve program incentives for rehabilitation and
return to work.

Of the numerous administrative measures included in the
amendments, probably the most significant were those intended to:
(1) invigorate the Social Security Administration’s oversight of the
State disability determination services, and (2) revive and revitalize
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?ﬁgduﬁes to ensure the continuing eligibility of people receiving
nefits.

Importantly, the measures now being taken by SSA to bring
greater control into its administrative processes, and consequently
over the caseload of the DI program, are not random, isolated, and
unintended steps. They are the direct result of recent legislation
and half a decade or more of congressional oversight.

B. Growth Pattern of the Benefit Rolls

For most of the history of the DI program, the growth in the
number of DI beneficiaries paralleled the growth in expenditures.
The benefit rolls showed mte dramatic growth up through the
mid-1970s. Only recently there been a reversal of trends.
Standin% at 4.9 million people in 1978, the benefit rolls are now de-

clining. is illustrated in Table 9 below.
TABLE 9.—DI BENEFICIARIES, YEAR-BY-YEAR, 1957-82

i it
1957 149,850 149,850
1958 231,719 268,057
1959 334443 460,354
1960 455371 687,451
1961 618,075 1,027,089
1962 740,867 1,275,105
1963 827014 1452472
1964 894,173 1,563,366
1965 988,074 1,739,051
1966 1,097,190 1,970,322
1967 11,193,120 2,140,214
1968 1,295300 2,335,134
1969 .. 1394291 2487548
1970 1,492,948 2,664,995
1971 1,647,684  2,930,008"
1972 1,832,916 3,271,486
1973 2,016,626 3,558,982
1974 2,236,882 3,911,334
1975 2488774 4,352,200
1976 2,670,208 4,623,757
1977 . 2837432 4,860,431
1978 2879774 4,868,490
1979 2,870,500 4,777,412
1980 2,861,253 . 4,682,172
1981 2,776,519 4,456,274
1982 est.2 2,723,000 4,374,000

* 1includes spouses and children of disabled workers.
21982 GASDI Trustees’ Report, Intermediate I1-B assumptions.
Source: Social Security Bulletin, annual statistical supplement, 1980.
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Experience through the late 1970’s.—In 1960, four years after DI
benefits first became available, 208,000 disabled workers were
awarded benefits. Fifteen years later, the number of new awards
had grown to 592,000—almost three times the number made in
1960. From the inception of the program through the end of 1981,
approximately 8,728,000 disabled workers joined the benefit rolls,
some 5,569,000 of whom came on during the 1970-81 period. In
other words, about 64 percent of those who have received benefits
from the DI program came on during a period which began 14
years after the program was introduced. The heaviest period of
growth was from 1970 to 1977, when the number of disabled work-
ers on the rolls almost doubled—from 1.5 million to 2.9 million.

More Recent Experience.—The upward spiral in the number of
people joining the DI rolls has been interrupted in recent years.
Since 1975, in fact, the number of new awards made annually to
disabled workers has dropped, after reaching an all time h.lgﬁ of
592,000 in that year. Since then, the number of new awards to dis-
abled workers has fallen to the point that the annual rate is now
running at well under 400,000, as illustrated in Table 10 below.
Similarly, the number of awards per thousand insured workers
peaked in 1975 at 7.1, falling to an estimated 3.6 in 1982.

Complementing this has been a recent increase in the number of

persons terminated from the rolls due to recovery. From 1967 to
1976 the number of beneficiaries leaving the rolls because they
were found to have recovered medically, or to have been rehabili-
tated or able to return to work fluctuated relatively little, from
37,000 to 40,000 ej)er year. In 1977, however, the number of benefici-
aries determined to have recovered jumped to 60,000, and in 1979,
the figure reached 72,325. This is illustrated in Table 11.

TABLE 10.—DI APPLICATIONS, AWARDS, AND ALLOWANCE RATES OVER TIME

Aophcatlons i
received in New disabled- Allowance Total new
Calendar year o&d;stngct‘ v?rket awa:;ls r:g“:n 8n (awatds ’)
(thousands)
1969 , 725.1 344.7 48 753.1
1970 e 868.2 350.8 40 763.2
1971 ¢ 924.4 415.9 45 901.3
1972 . 947.8 455.4 48 991.6
1973 1,066.9 491.6 46 1,033.6
1974 1,330.2 536.0 40 11119
1975 1,267.2 592.0 47 1,256.0
1976 4 1,232.2 581.5 45 1,210.7
1977 1,235.2 5 569.0 46 1,239.4

1978......... 1,184.7 464.4 39 1,045.5
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TABLE 10.—DI APPLICATIONS, AWARDS, AND ALLOWANCE RATES OVER TIME—Continued

Applications
received in New disabled- Allowance Total new
Calendar year district worker awards rate 2 (in awards 3
offices * (thousands) percent) (thousands)
(thousands)
1979 12226 4087 33 9212
1980 . 1,390.0 389.2 28 884.0
1981 1,234.8 345.3 30 1813

1 About 7 percent of the applicauons do not require a determination.

2 Allowance rate is defined here as total awards divided by total applications.

3 Awards to workers and their dependents combined. .

41971 and 1976 contained 53 report weeks; all other years contain 52 report weeks. Awards are reported
for 12 calendar months.

5 It appears that a probable shortening of processing lags between allowance and award due to improvements
in the automated claims processing system resulted in processing a substantial number of awards in 1977 that
otherwise would have been processed in 1978.

Source: SSA, ORS, July 1982.
TABLE 11.—DI WORKER TERMINATIONS FROM THE ROLLS, 1957-79

kalbl Number of terminations Gross termination rates &per thousand
or

beneficiaries,
et beneﬁ(c:'; Death R Death or
aries ecovery? 1
thousands) Death  Recovery'  ocovery
1957 o 81 8,931 52 110.1 0.6 110.7
1958......enes 201 28,099 1,397 152.2 1.6 159.8
1959 289 42,771 3,228 136.7 10.3 147.0
1960........ccoovvvvvnennee. 397 43,543 3,124 109.6 19 117.5
1961 ... 540 60,538 2,936 112.1 5.4 117.5
1962..........oeenee... 684 67,020 9,585 979 14.0 1119
1963.....ecveinnee 790 73,344 12,931 929 16.4 109.3
1964.........ooeane 867 75,812 16,487 87.5 19.0 106.5
1965........ceeeenene. 948 79,823 18,441 84.2 194 103.6
1,053 £4,399 23,111 80.1 219 102.0
1,159 92,084 37,1581 79.5 32.1 111.6
1,259 99,924 37,123 794 30.0 109.4
1,360 108,762 38,108 79.9 28.0 107.9
1,460 105,799 40,802 72.5 21.9 100.4
1,586 109,883 42,981 69.3 21.1 96.4
1,754 108,663 39,393 62.0 22.5 84.5
1,937 125,582 36,696 64.8 189 83.7
2,129 135,083 238,000 634 2178 2812
2,391 139,809 239,000 585 2163 2748
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TABLE 11.—DI WORKER TERMINATIONS FROM THE ROLLS, 1957-79—Continued

Total Di Number of terminations Gross termination rates spet thousand

worker beneficiaries
Year benefici- .
1976..ccvereerrennees 2,615 137,141 240,000 525 2153 2678
1977 o 2,781 139418 260,000 501 2216 2717
1978...ne 2,882 140620 64,144 48.8 22.3 71.1
1979, 2,893 143023 72,325 49.4 25.0 744

1 Recovery means medical improvement or return to work.
8 Numbers of recovery terminations have been estimated for years 1974 through 1977 on the basis of data
from other sources.

lgasgum: Experience of Disabled Worker Beneficiaries under OASD!, 1974-78, Actuarial Study No. 81, Apil

Note: Subsequent discussions with SSA indicate that while the general trend of the data shown in the above
table is fairy reliable, data assimilation problems have been found.

The combined effect of this lower number of awards and greater
number of terminations due to recovery has been a decline in the
number of persons on the rolls. The number of disabled workers on
the rolls hit an all-time high of 2.881 million in July 1979. As of
February 1982, the number stood at 2.745 million, indicating that
the number of disabled workers on the rolls has declined by 135,000
in the last 22 years. Similarly, the total number of beneficiaries
on the rolls (disabled workers and their dependents combined), has
fallen by almost 500,000 persons from its high of 4.872 million per-
sons in September 1978 to 4.386 million in February 1982.

Charts 3 and 4 show the historical trends in DI application rates
and allowance rates.
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Notwithstanding these changes in the DI beneficiary rolls, pro-
gram costs will continue to be a concern. They are expected to con-
tinue to rise at a rapid rate, from $18.5 billion this year to an esti-
mated $24 billion in 1986, due almost entirelJ' to the effects of the
economy on benefit levels.* Benefit costs and inflation are closely
ieg}zast)ed since automatic benefit increases are tied to the CPI (since

C. Causal Factors for Growth and Later Contraction

As highlighted in the preceding discussion, the DI program expe-
rienced rapid growth throuil;the early 1970s. There is still no con-
sensus on exactly why that happened or even whether the period of
rapid growth is over. The following factors are frequently cited for
having contributed to the growth and later contraction.

Awareness: Some have suggested that increased awareness of the
DI 6én'ogram was a contributing factor to wth. Findings from
1966 and 1972 Surveys of the Disabled, conducted by the Office of
Research and Statistics of SSA, tend to confirm that public knowl-
edge of the Erﬁram did increase during the period between the
two surveys. e introduction of the SSI program in 1974 may
have been important in this regard. There were significant out-
reach efforts initiated by SSA and egubhc interest grm&s, intended
to let the needy elderly and disabled know of the new SSI program.
Also, SSI recipients are required by law to file dual applications for
SSI and DI benefits.

It is interesting to note that more applications for DI benefits
were filed in 1974 than in any other year in the history of the pro-
gram. The number of DI apf ications increased from 1.1 million in

973 to over 1.3 million in 1974, which is about the same number
that is expected to be filed this fiscal year. The rate of a%plications
per thousand insured workers in the population grew throughout
the early 1970s and remained some 30 to 40 percent higher in the

t-SSI implementation years than the rate that existed in the

965 to 1970 period.

High benefit levels: Another factor affecting the decision to apply
for benefits was the increase which occurred in the relative size of
DI benefits. Benefits increased substantially in the early to mid
1970s not onlly; in absolute terms, but also in terms of the amount
of earnings they replaced (i.e., the ratio of the disabled worker’s
initial benefit to his ea.rnings before becoming disabled). A study by
the Office of Research and Statistics of SSA shows that the ratio of -
the average benefit awarded to the worker relative to his pre-dis-
ability earnings rose from 51 percent in 1969 to 59 percent in 1975.
Further, the study showed that ‘“‘one fourth of those entitled in
1969 had replacement rates of 80 percent of their previous earn-
ings, but in 1975 this proportion had increased to 31 percent. In
fact, one-fourth of the newly entitled received more in benefits
than they earned while working.” ¢

4 Under Trustees’ intermediate 1I-B assumptions. .. -

$U.S. Department of Health, Education, and Welfare. Social Security Administration. Office
of Research and Statistics. The Growth in the Observed Disability Incidence Rates 1967-74. Pre-
pared by Mordechai E. Lando and Aaron Krute. Presented at the Annual Meeting of the Ameri-
can Public Health Association, Oct. 19, 1976, p. 8.

¢ Lando, Mordechai E., Maicolm B, Coate, and Ruth Krans, Disability Benefit Applications
and the Economy. Social Security Bulletin, V. 42, No. 10, Oct. 1979. p. 6.
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Another study by the actuaries revealed that the average re-
placement rate for a worker (with dependents) with median earn-
ings increased from about 60 Fercent in 1967 to 90 percent in 1976
(as measured by the ratio of family benefits to the worker's after-
tax earnings in the year before the onset of disability.) 7 While dif-
ferent periods of measure and famtilg' composition were used and
different replacement values resulted, both studies point to a sig-
nificant increase in replacement rates over the period in which en-
rollment in the program grew most rapidly.

Further analysis supplied to the Finance Committee in 1979 by
the Congressional Bud%et Office tended to confirm the existence of
very high earnings replacement among families of disabled work-
ers. (These findings are presented in tabular form in Appendix D.)

The value of benefits was also increased by the introduction of
Medicare coverage for DI beneficiaries in 1972. Medicare benefits
are provided after a DI beneficiary has been on the cash benefit
rolls for 24 consecutive months. It was estimated in 1980 that the
value of Medicare protection to the DI beneficiary averaged more
than $100 per month. While a DI applicant may not place great
weight on the value of Medicare at the time he makes his decision
to apply, since he must wait 24 months to receive the protection,
the loss of Medicare coverage for someone leaving the rolls may .
pose a very serious consideration, particularly if there is any ques-
tion about obtaining private health insurance.

Termination rate: The increase in benefit levels and the introduc-
tion of Medicare coverage suggest another factor contributing to

wth, namely a decline in the termination rate. As illustrated in
able 11, a declining percentage of beneficiaries left the rolls each
year through the mid 1970s. Much of this was due to a decline in
the rate of beneficiary deaths and the rate of conversions to the re-
tirement rolls as a greater number of younger and less severely dis-
- abled Xersons joined the DI rolls.2 However, the rate of termina-
tions due to recovery, return to work, or rehabilitation also de-
clined in the late 1960s and early 1970s. In 1967, when there were
some 1.1 million disabled workers on the rolls, 37,000 beneficiaries
recovered and were terminated; yet in 1975, when there were 2
million disabled workers on the rolls only 39,000 recovered. The re-
covery rate actually declined from 32 persons per thousand
beneficiaries in 1967 to a rate of slightly more than 16 persons per
thousand beneficiaries in 1975.2 It has been suggested that these
adverse trends resulted from the fact that the incentives to leave
the benefit rolls were eroded by the rising value of cash benefits
and the concern about the loss of health insurance protection.

Lax administration in the early and mid 1970s: Still another
factor contributing to the growth may have been lax administra-
tion. Because of large new workloads, perhaps pressure was placed

7U.8. Dept. of Health, Education, and Welfare. Social Securits Administration. Office of the
lA&t_}mry Experience of Disabled Worker Benefits under OASDI, 1965-74. Washington, Jan.
* The 1960 Social Security Amendments authorized DI benefits for disabled workers under age
50. The 1966 Amendments liberalized the definition of disability to permit persons into the pro-
gram whoeeddisab_ilitil:o were expected to last as few as 12 months, uutea«' of “indefinitely” as
uired under prior law.
l'ea'l‘x«eit«el, Ralph. Reeove:{ of Disabled Beneficiaries. A Followup Study of 1972 Allowances.
Social Security in, Vol. 42, No. 4, April 1979, p. 5.
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on SSA during the early 1970s to make disability determinations as
quickly as possible. It has been suggested that this may have
ca an unintended loosening of the definition of disability; al-
lowing borderline disabled persons into the program; and permit-
ting many others who recovered to stay on. (On the other
hand, speed today is claimed, by some, to be leading to a more re-
strictive definition of disability.)

Prior to 1972, more than 70 percent of the disability determina-
tions made by the State disability determination agencies were re-
viewed by Federal examiners to verify their correctness. The other
30 percent were screened out as low-risk cases. This review process
occurred before a final decision was rendered—it was called pre-ef-
fectuation review. Yielding to budget pressures, SSA adopted a
sample review process in 1972 after which only 5 percent of allow-
ances were subjected to this review, and then only after the
beneficiaries had begun to receive benefits. Whereas in the late
1960s, approximately 10 percent of all beneficiaries were reviewed
each year to ascertain whether or not they continued to be eligible,
in the first half of the 1970s, only about 4 percent were investigat-
ed annually. This lessening of administrative efforts to assure accu-
ra?é of the rolls coincided with the period of rapid program growth.

A actuaries attempted to assess the reasons for the increase in
disability incidence rates in a report published in 1977. Their anal-
Ysis pointed to a variety of factors, including increases in benefit
evels, high unemployment rates, changes in attitudes of the popu-
lation, and administrative factors. They stated: “We feel that some
admiaistrative factors must have also fpflayed an important part in
t}f? recent increases, but we cannot offer a definite proof to that
effect.”

One administrative factor mentioned by the actuaries is the mul-
tistep appeals process, which enables the claimant to pursue his
case to what the actuaries term the “weak link” in the hierarchy
of disability determinations. Under the multistep appeals process, a
claimant who has been denied benefits may request first a recon-
sideration, then a hearing before an administrative law judge, then
an appeal of his hearing denial before the Appeals Council, and, if
- his case is still denied, he may take his claim to the U.S. district
court. The actuaries claim that by the very nature of the claims

rocess, the cases which progress through the appeals process are
ikely to be borderline cases where vocational factors play an im-
portant role in the determination of disability.

The definition of disability—“inability to engage in any
substantial gainful activity by reason of a medically determinable
impairment”—involves two variables: (1) impairment and (2) voca-
tional factors. An emphasis on vocational factors, say the actuaries,
citing William Roemmich, former Chief Medical Director of the
Bureau of Disability Insurance, can change the definition to “in-
ability to engage in usual work by reason of age, education, and
work experience providing any impairment is present.” To the
extent that vocational factors are given higher weight as a claim
?rogresses through the appeals process, the chances of reversal of a
ormer denial are increased.

Also cited by the actuaries as one of the administrative factors
which may have been responsible for the growth in the rolls was

96-297 0—82—38
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the “massive nature” of the disability determination process. In_
ﬁsce:)logear 1969, the Social Security Administration took in over
700,000 claims for DI benefits. By 1974 the number of DI claims per
year had grown to 1.3 million. The number of SSI disability claims
approached another million. In addition, there were over 500,000
disability claims under the black lung aﬁrogram, which started
during 1970. As the actuaries point out, of this was happening
at a time the Administration was making a determined effort to
hold down administrative costs. The actuaries stated:

All of this put tremendous pressure on the disability ad-
judicators to move claims quickly. As a result the adminis-
tration reduced their review procedures to a small sample,
limited the continuing disability investigations on cases
which were judged less likely to be terminated, and adopt-
ed certain expedients in the development and documenta-
tion in the claims process. Although all of these moves
may have been necessary in order to avoid an unduly
large backlog of disability claims, it is our opinion that
they had an unfortunate effect on the cost of the program.

A final factor given for the increase in the disability incidence
rates was “the difficulty of maintaining a proper balance between
sympathy for the claimant and respect for the trust funds in a
large public system.” The actuaries maintain that they do not
mean that disability adjudicators consciousiy circumvent the law in
order to benefit an unfortunate claimant. Rather they mean that
in a program desjgned specifically to help people, whose operations
are an open concern to millions of individuals, and where any one
decision has an insignificant effect on the overall cost of the pro-
gram, there is a natural tendency to find in favor of the claimant
in close decisions. “This tendency is likely to result in a small
amount of growth in disability incidence rates each year, such as
that experienced under the DI program prior to 1970, but it can
become highly significant during long periods of difficult national
economic conditions.”

More recent contraction in the DI rolls

Ingecent years, an increase in the denial rate for new applicants
and in the number of persons terminated has brought about a de-
cline in the number of persons on the rolls.

Tighter administration.—This shift has been attributed by some
program analysts to SSA’s subtle but distinct emphasis since 1976
on 1mproving the quality of disability decisions. In this regard, it is
worth noting a subseﬁuent actuarial study (“Experience of Disabled
Worker Benefits Under OASDI, 1974-1978,” Actuarial Study No.
81, April 1980) in which the author states:

The nature and extent of SSA central office review of
State agency initial disability determinations has been
subject to frequent change in the past. Prior to 1972, 100
percent of initial determinations were reviewed before ad-
judication.* In 1972 the rate of review was limited to 5 per-

*In practice, a number of screening devices had permitted SSA to reduce the percent of cases
reqlmmnngz review—program officials believe that about 70 percent of cases were being reviewed
in
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cent of initial determinations. Subsequently, in order to
reduce delays in processing time, review was made after
adjudication. The author believes that these changes in
review procedures have contributed to higher incidence
rates since 1972. In 1977, however, the criteria upon which
initial determinations are returned to State agencies were
expanded. While the review is still postadjudicative and is
only based on a small sample of initial determinations, the
number of cases returned to State agencies has increased
significantly. Presumably this increased feedback has con-
tributed significantly to the decrease in incidence rates ex-
perienced since 1976. This trend toward more uniform
standards and closer central office review is expected to
result in a lower level of variation in the quality of disabil-
ity determinations among the various State agencies, thus
leading to smaller fluctuations in the DI program experi-
ence.

In 1979, the Ways and Means Committee Report on H.R. 3236,
the Disability Amendments of 1980, referred to new assumptions of
reduced disability incidence rates being used for actuarial esti-
mates of DI costs, stating that the Subcommittee on Social Security
had “received considerable testimony that this may be the result of
tighter administration and a growing reliance on the medical fac-
tors in the determination of disability.”

In the same year, the Social Security Subcommittee staff request-
ed administrators of the State agencies to give their “opinion as to
the reasons for these recent trends. . . . and deal with any other
aspect of the ‘climate of adjudication’ which seems relevant to our
inquiry.” According to the staff analysis, administrators generally
pointed to the promulgation of more specific Federal guidelines and
better documentation of cases (as the result of quality assurance re-
quirements and procedures) as being responsible for increased de-
nials. Nearly all the administrators pointed to the elimination in
July 1976 of the requirement that “medical improvement” had to
_ be shown before the State agency could terminate a case. The need
~ to show medical improvement had long been cited as a problem be-

cause some administrators felt that they were being forced by that
requirement to cortinue people on the rolls who should not have
been awarded benefits in the first place. Finally, some administra-
tors suggested that criticism of the DI program had altered the
“a(?udicative climate.”

If, indeed, tighter administration of the DI program is responsi-
ble for much of the recent slow-down in the growth of the benefit
rolls, it may yet be too soon to conclude that the program’s growth
is under control. Administrative factors are highly volatile over
time, as the experience of the 1970s would indicate.



IV. THE DISABILITY AMENDMTENTS OF 1980

In 1980, Congress responded to the rapid growth of the DI pro-
gram, the apparent work disincentives that had evolved, and allega-
tions of %:'owing weaknesses in the administration of the program,

assing the most significant disability leiislation since 1967—Public

aw 96-265, the Social Security Disability Amendments of 1980.
While the changes made in the benefit 1grovisions were significant
(such as the limitation on DI family benefits and the liberalization of
Medicare for DI beneficiaries returning to work), the provisions hav-
ing the greatest impact on the Social Securit Administration were
those that directly affected the operations of the program. The provi-
sions required a dramatic increase in the amount of management re-
view and oversight of the program. The major provisions in the Disa-
bility Amendments of 1980 intended to limit benefits and tighten ad-
ministration are briefly described below.

A. Program Accountability Provisions

FEDERAL REVIEW OF STATE AGENCY DECISIONS

While the State agencies have always had th. primary role in
making findings of disability, the actual disposition of the case—
the allowance or denial of benefits—has always resided with the
Secretary of Health and Human Services. Thus, while the State
agencies make the initial findings, the Federal Government—
through its administering agency, the Social Security Administra-
tion—has to certify the decisions that are made.

Until the 1972-74 period, this oversight function was carried out
by Federal disability examiners, located in what was then the

Bureau of Disability Insurance of the Social Security Administra- = __

tion, who reviewed the findings of the State agencies. Although
firm data is lacking, program officials believe that about 70 percent
of State agency decisions were reviewed by Federal examiners.
These reviews generally were conducted before the applicant or
beneficiary was notified of the final disposition of his case; they
were referred to as pre-adjudicative or pre-effectuation reviews.
Yielding to budget reduction initiatives, particularly tight man-
power ceilings, the Social Security Administration moved rapidly
away from this review function, beginning in 1972, toward a new
review system under which only 5 percent of all State agency deci-
sions would be reviewed, and then only after the claimant or bene-
ficiary was notified of the State agency’s determination (i.e., post-
adjudicative review). Supposedly to back up this new “quality con-
trol” system, there would be enhanced quality control units in each

of the State agencies. | e
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The State agencies were confronted with heavy workload in-
creases in the first half of the 1970s following the implementation
of the Black Lung and SSI programs. Significant backlogs were ac-
cumulating at various stages of the claims process, and it was con-
sidered important to expedite the process. Many felt that the result
was a decline in the quality of decisions which were being made.

One of the major criticisms made about the determination
process was that uniformity of decisions was lacking and that
different State agencies had been making decisions using different
criteria. The report to the Senate by the Committee on Finance on
the proposed amendments showed allowance rates for States agen-
sies ranging from 22 percent in Alabama to 53 percent in New

ersey.

Furthermore, it was believed by many experts that numerous in-
accurate decisions, particularly those allowing individuals into the
program, were going undetected because the Federal review proc-
ess only covered 5 percent of the cases. Later data showed that, for
some period cf time, even this 5-percent level was not achieved.
The social security actuaries produced estimates showing that rein-
stitution of the old review process on allowances would reduce
long-run costs by .05 percent of taxable payroll (700 million per
year in 1982 dollars).

Reacting to these concerns, both the House and Senate social se-
curity disability bills included provisions reinstituting the old proc-
ess of pre-effectuation review. The new law called for pre-effectu-
ation Federal review of at least 15 percent of allowances in fiscal
year 1981, 35 percent in 1982, and 65 percent in years thereafter.
The Finance Committee report elaborated on the provision by stat-
ing:

The committee believes that while the Federal-State de-
termination system generally works reasonably well (many
State agencies do an excellent job), significant improve-
ments in Federal management and control over State per-
formance are necessary to ensure uniform treatment of all
claimants and to improve the quality of decisionmaking
under the Nation's largest Federal disability programs.

The requirement of reviewing at least a fixed percentage
overall does not mean that this same percentage would
apply in every State, nor every stage of adjudication; the
committee would expect that the Social Security Adminis-
tration will review a relatively higher or lower percentage
of determinations where this is merited. The requirement
that this percentage of reviews be made prior to effectu-
ation of the decision is not intended to preclude other re-
views the Secretary may find appropriate either before or
after effectuation nor actions he may take as a result of
such other reviews.

Although the language of the bill pertains only to the DI
program, the committee expects that the review proce-
dures implemented by SSA will be applied equally to both
the DI and SSI programs, since the disability determina-
tion is, for the most part, the same for both programs.

-
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However, the specific percentage goals would have to be
met only for the title II program.

PERIODIC REVIEW OF DISABILITY DETERMINATIONS

Another area of concern regarding SSA’s review functions was in
the area of monitoring the continued eligibility of DI beneficiaries.
Up until the 1980 amendments, there were no requirements for pe-
riodic redetermination of disability for all or even a sizable propor-
tion of persons who were receicvit:g disability benefits. The social se-
curity claims manual instru the State agencies on certain
kinds of cases that were to be selected for investigation by means
of a medical diary procedure. The agencies were cautioned that
most allowed cases involved chronic, static, or progressive impair-
ments subject to little or no medical improvement. In others, the
manual further stated that even though some improvement might
be expected, “the likelihood of finding objective medical evidence of
‘recovery’ has been shown by case experience to be so remote as
not to justify establishing a medical reexamination diary.” In gen-
eral, according to the claims manual, cases were to be ‘diaried” for
medical reexamination only if the impairment was one of 13 spe-
cifically listed impairments.?

Many experts believed that this review process was not workineg
effectively, permitting many recovered and incorrectly award
beneficiaries to remain on the benefit rolls. The Finance Commit-
tee report stated: »

The high degree of selectivity used in designating cases
for medical reexamination is illustrated by the following
statistics for title II. In 1977, there were about 2.7 million
disabled workers in current pay status. The number of
continuing disability investigations (CDIs) in that year for
disabled workers was only about 165,000. Numerous crit-
ics, including many within the Social Security Administra-
tion, believe that the highly selective diary criteria and
other continuing review procedures are inadequate and
result in the continued payment of benefits to many per-
sons who have medically or otherwise recovered from their
disability.
Responding to this concern, the Congress adopted a provision re-
uiring that DI beneficiaries be re-examined at least once every
three years, unless their conditions were expected to be permanent.
The Finance Committee report elaborated on this provision in the
following way:

This review is not intended to supplant the existing re-
views of eligibility that are already ing conducted such
as those under the current ‘diary” procedures. Moreover,
the committee ex that even cases where the initial
prognosis shows the probability that the condition will be
permanent will be subject to periodic review, although not
necessarily every three years in selective circumstances.

1 These diary criteria have been increased to 17 categories.
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The committee believes that such procedures should be ap-
plied on the same basis to the DI and SSI programs.

(Greater detail on the evolution of this provision is provided in Sec-
tions V and VI of this print.)

OWN MOTION REVIEW OF ALJ DECISIONS

In addition to the concern that had been building about the oper-
ations of the State disability agencies, there were many concerns
raised in the late 1970s about the operation of the appellate es,
especially the hearing stage. The SSA administrative law judges
(Aﬁ:’s) requently were criticized not only for the variation in their
productivity, but also for the variation in their reversal rates. It
was pointed out that a person who requested a hearinq could be
assigned to what were referred to as either ‘“‘easy” or “hanging”
judges. In the period January-March 1979, 33 percent of ‘s
awarded claims to from zero to 46 percent of the disabled workers
whose cases they decided, < percent of AlJ’s awarded claims to
from 46 to 65 percent, and 21 percent of ALJ’s awarded claims to
from 65 to 100 percent. Overall, the percentage of hearings that re-
sulted in a reversal (an allowance of benefits) was increasing. In
fiscal year 1969 the title II disability reversal rate was 39 percent.
It increased to 46 ggrcent in 1973, and by 1978 the reversal rate
actually exceeded 50 percent. The SSI hearing reversal rate in-
cre from 42 percent in fiscal year 1975 to 47 percent in 1978.

The report of the Finance Committee made the following state-
ment on the situation:

The committee is concerned about these State-to-State,
ALJ-to-ALJ variations and about the high rate of reversal
of denials which occurs at verious stages of adjudication,
for it indicates that pcesibly different standards and rules
for disability determinations are being used at the differ-
ent locations and stages of adjudication.

As pointed out in Section VII of this print, from 1975 to 1981,
there were few procedures in place to provide a quality control
- check on the ALJ’s. While a claimant or terminated beneficiary
could make a further appeal of an ALJ denial to SSA’s Appeal
Council, there was no mechanism for the government (the ial
Security Administration) to contest an ALJ allowance. Such a pro-
cedure, often referred to as “own-motion” review, had been in ;l) ace
g:ior to 1975, when inadequate resources were made available to

th meet the heavy hearings workload brought on by the imple-
mentation of SSI and to continue a program of own motion review.

Originating as a floor amendment by Senator Bellmon, the provi-
sion in the 1980 amendments required that “own motion” review
be reinstated, and that a report be given to Con on the initial
progress in reinstituting the pr ures as well as the causes for
the variances in ALJ decision-making.

OTHER ADMINISTRATIVE PROVISIONS AFFECTING THE DI PROGRAM

Although the new review procedures required by the 1980
amendments are probably creating the greatest impact on SSA and
the DI program, numerous other administrative measures were in-
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cluded in the 1980 amendments. A listing and briet.‘ description of
the major ones follow:

ADMINISTRATION BY STATE AGENCIES

Prior law provided for disability determinations to be performed
by State agencies under an agreement negotiated by the State and
the Secretary of Health and Human Services. The relationship was
contractual and State laws and practices were controlling with
regard to many administrative aspects. State agencies made the de-
terminations based on guidelines provided by the Department and
the costs of making the determinations were paid from the disabil-
ity trust fund in the case of DI claimants, or from general revenues
in the case of SSI claimants. The eements allowed both the
State and the Secretary to terminate the agreement.

The 1980 amendments required that disability determinations be
made by State agencies according to regulations or other written
guidelines of the Secretary. It muired the Secretary to issue regu-
lations specifying, in such detail as he deemed appropriate, per-
formance standards and administrative requirements and proce-
dures to be followed in performing the disability determination
function “in order to assure effective and uniform administration
of the disability insurance program through the United States.”
Certain operational areas were cited as “examples” of what the
regulations may specify. These include such items as the nature of
the administrative structure, the physical location of and relation-
shir among agency staff units, performance criteria and fiscal con-
trol procedures. The provision also provided that this shall not be
“construed to authorize the Secretary to take any action except
pursuant to law or to regulations pursuant to law.”

The provision further provided that if the Secretary found that a
State agency was substantially failing to make disability determi-
nations consistent with regulations, the Secretary would, not earli-
er than 180 days following his findings, terminate State adminis-
tration and make the determinations himself. The provision also
allowed for termination by the State. The State would be required
to continue to make disability determinations for not less than 180
days after notifying the Secretary of its intent to terminate. There-
after, the Secretary would be required to make the determinations.

CLOSING THE RECORD—LIMIT ON PROSPECTIVE EFFECT OF APPLICATION

Prior law provided that if an applicant satisfied the require-
ments for benefits at any time before a final decision of the e-
tary was made, the application was deemed to have been filed in
the first month for which the requirements were met. One conse-
quence of this provision was that the claimant was afforded a con-
tinuing opportunity to establish (:Ligibility until all levels of admin-
istrative review had been exhausted, i.e., until there was a final de-
cision. Thus, a claimant could continue to introduce new evidence
at each step of the appeals process, even if it referred to the wors-
ening of a condition or to a new condition that did not exist at the-
time of the initial application. This is frequently referred to as the -
“floating application’ process. e T
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The 1980 amendments provided for foreclosing the introduction
of new evidence with respect to a previously filed application after
the decision was made at the administrative law judge (ALJ) hear-
ing. The amerndments permitted a remand of the case to the ALJ
level to remedy an insufficiently documented case or other defect
at the Appeals Council level.

INFORMATION TO ACCOMPANY SECRETARY'S DECISION

Under the old law there was no statutory provision setting a spe-
cific amount of information required to be provided to explain the
decision made on a claim for benefits.

The 1980 amendments required that notices of disability denial
to DI and SSI claimants would use a statement of the case in un-
derstandable languaﬁe and include: “A discussion of the evidence,
and the §ecretary’s etermination and the reason(s) upon which it
is based. ‘

PAYMENT FOR EXISTING MEDICAL EVIDENCE

Under the old law, authority did not exist for ?aying hysicians
and other potential sources of medical evidence for medical infor-
mation already in existence when a claimant filed an application
for DI benefits.

The 1980 amendments provided that :;1‘1;{l non-Federal hospital,
clinic, laboratory, or other provider of medical services, or Ehysi-
cian not in the employment of the Federal Government, which sup-
plied medical evidence requested and required by the Secretary for
making determinations of disability, would be entitled to payment
grom the Secretary for the reasonable cost of providing such evi-

ence.

LIMITATION ON COURT REMAND

Under old law, prior to filing an answer in a court appeal of the
final administrative decision, the Secretary of Health and Human -
Services could, on his own motion, remand the case back to an
ALJ. Similarly, under prior law the court itself, on its own motion
or on motion of the claimant, had discretionary authority “for good
cause” to remand the case back to the ALJ.

The 1980 amendments limited the absolute authority of the Sec-
retary to remand court cases. It required that such remands would
be discretionary with the court upon a showing by the Secretary of
%%od cause. A second provision related to remands by the court.

' e provision provided that a remand would be authorized only on
a showing that there is new evidence which is material, and that
there is good cause for having failed to incorporate it into the
record in a prior proceeding.

B. DI Work Incentive and Related Measures

The major DI benefit provisions contained in the 1980 amend-
ments were responses to concerns that part of the growth of the
program was resulting from a lack of work incentives. Two provi-
sions affecting the level of benefits, as well as changes in the Medi-
care program and modifications in the so-called “trial work

"_M' — |
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period”’, were enacted to make return to work more attractive to
beneficiaries. A brief listing of these provisions follows:

LIMIT ON FAMILY DISABILITY INSURANCE BENEFITS

Under the old law, the combined benefit for the worker and all
dependents was limited to no more than 150 to 188 percent of the
worker’s benefit.

The 1980 amendments limited total DI family benefits to the
smaller of 85 percent of the worker’s average indexed monthly
earnings (AIME) or 150 percent of the worker’s primary insurance
amount (PTA). Under the provision, no family benefit would be re-
duced below 100 percent of the worker’s primary benefit.

REDUCTION IN DROPOUT YEARS

Under the old law, disabled workers were allowed to exclude up
to 5 years of low earnings in averaging their earnings. However, at
least 2 years of earnings had to be used in the benefit computation.

The 1980 amendments called for the exclusion of low earnings in
th}e‘ e:;c‘plxlnputation of disability benefits according to the following
8C e:

Worker’s age at disablement: N of yean“
Under 217....... 0
27 through 31 1
32 through 36 2
37 through 41 3
42 through 46 4
47 and over... 5

The provision also allowed a disabled worker to drop out addi-
tional low years of earnings, if in those years there was a child (of
such individual or his or her spouse) under age 3 living in the same
household and the disabled worker did not engage in any employ-
ment in each such year. In no case would the number of such drop-
out years exceed 3. Further, dropout years for periods of childcare
were provided only to the extent that the combined number of
childcare dropout years and dropout years provided under the reg-
ular schedule did not exceed 3.

ELIMINATION OF SECOND MEDICARE WAITING PERIOD

Under the old law, DI beneficiaries had to wait 24 consecutive
months after becoming entitled to benefits before becoming eligible
for Medicare. If a beneficiary lost his eligibility and then became
disabled again, another 24 consecutive month waiting period was
required before Medicare coverage was resumed.

The 1980 amendments eliminated the requirement that a person
who becomes disabled a second time must undergo another 24 con-
secutive month waiting period after becoming reentitled before
Medicare coverage is available to him. The amendment applied to
workers becoming disabled again within 60 months, and to disabled
widows or widowers and adults disabled since childhood becoming
disabled again within 84 months.
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EXTENSION OF MEDICARE FOR AN ADDITIONAL 36 MONTHS

Under the old law, Medicare coverage ended when disability in-
surance benefits ceased.

The 1980 amendnients extended Medicare coverage for an addi-
tional 36 months after cash benefits cease for a worker who en-
gages in substantial gainful activity but has not medically recov-
ered. (The first 12 months of the 36 month period is part of the new
24 month trial work period described below.)

EXTENSION OF THE TRIAL WORK PERIOD

In the DI and SSI programs under old law, when an individual
completed a 9 month trial work period, and then in a subsequent
month performed work constituting substantial gainful activity
(SGA), his benefits were terminated. He obtained benefits for the
first month in which he performed SGA (after the trial work period
ended) and for the 2 months immediately following. Under the DI
program, widows and widowers were not entitled to a trial work

period.

The 1980 amendments, in effect, extended the trial work period
to 24 months. In the last 12 months of the 24-month period the in-
dividual does not receive cash benefits while engaging in substan-
tial work activity, but is automatically reinstated to active benefit
status if earnings fall below the SGA level.

The provision also provided that the same trial work period
would be applicable to disabled widows and widowers (who were
not permitted a trial work period at all under old law).

TREATMENT OF EXTRAORDINARY WORK EXPENSES IN DETERMINING SGA

Regulations issued under prior law provided that in determining
whether an individual was performing substantial gainful activity
(SGA), extraordinary expenses incurred by the individual in con-
nection with his employment and because of his impairment were
to be deducted to the extent that such expenses exceeded what his
expenses would have been if he were not impaired. Regulations
specified that expenses for medication or equipment which the in-
dividual required to enable him to carry out his normal daily func-
tions could not be considered work related, and could not be de-
ducted even if they were also essential to the individual's employ-
ment.

The 1980 amendments provided for a deduction from earnings of
costs to the individual of extraordinary impairment-related work
expenses, attendant care costs, and the cost of medical devices,
equipment, and drugs and services (necessary to control an impair-
ment) for purposes of determining whether an individual is engag-
ing in substantial gainful activity, regardless of whether these
items are also needed to enable him to carry out his normal daily
functions. The Secretary was given the authority to specify in regu-
lations the type of care, services and items that may be deducted,
and the amounts to be deducted would be subject to reasonable
limits to be prescribed by the Secretary.
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TERMINATION OF BENEFITS FOR PERSONS IN VOCATIONAL
REHABILITATION PROGRAMS

Under the prior law, an individual was not entitled to DI and
SSI benefits after he had medically recovered, regardless of wheth-
er he had completed the program of vocational rehabilitation in
which he had been enrollecf

The 1980 amendments provided that DI benefits would continue
after medical recovery for persons in approved vocational rehabili-
tation plans or programs, if the Commissioner of Social Security
determined that continuing in those plans or programs would ir.
creasle the probability of beneficiaries going off the rolls perma-
nently.

WORK INCENTIVE AND OTHER DEMONSTRATION PROJECTS UNDER THE
DISABILITY INSURANCE PROGRAM

Under the prior law, the Secretary of Health and Human Serv-
ices had no authority to waive requirements under titles II, XVI, or
XVIII of the Social Security Act to conduct experimental or demon-
stration projects.

The 1980 amendments .uthorized the waiver of benefit require-
ments to allow demonstration projects by the Social Security Ad-
ministration to test ways in which to stimulate a return to work by
disability beneficiaries. It also authorized waivers in the case of
other DI demonstration projects which SSA wished to undertake,
such as studies of the effects of lengthening the trial work period,
altering the 24 month waiting period for Medicare benefits, alter-
ing the way the disability program is administered, earlier referral
of beneficiaries for rehabilitation, and greater use of private con-
tractors, employers and others to develop, perform or otherwise
stimulate new forms of rehabilitation.



V. RECENT REPORTS ON Tlltl(])‘:LthURACY OF THE BENEFIT

When the 1980 amendments were enacted requiring the periodic
review of the eligibility of DI beneficiaries, they were not based on
specific evidence that a large number of ineligible recipients were
on the rolls. Rather, they were based on concern over the rapid

"growth which had occurred in the program during a period when
administrative actions to ensure accuracy had been sharply re-
duced. Little statistical data was available on the overall accuracy
of the DI benefit rolls.

For years there had been sample-oriented systems within SSA
designed to measure how well decision-makers at SSA and the
State agencies were adhering to operating policies and procedures.
These reviews, however, were largely “paper reviews” of the files
and concentrated primarily on a limited number of cases moving
throuih the process. The reviews did not involve random, periodic
spot-checks on the entire benefit rolls. When called upon to pro-
duce national accuracy statistics, these systems rarely showed
more than a two or three percent case-error rate, although it was
generally recognized that these systems were not designed to pro-
vide a reliable overall accuracy rate. '

In 1976 and 1977, due to concern about the lack of data on qual-
ity, SSA planned a major new system to measure the overall accu-
racy of the OASI and DI benefit rolls. The new ‘“‘quality assurance”
system was to parallel the systems of periodic cross-section sam-
pling of the rolls that was in use for the SSI and AFDC programs.
By 1979, the OASDI quality assurance system took shape as pilot
studies were undertaken. Last year, data was released on the find-
ings for the DI program.

The findings of the first pilot study were formally described in a
General Accounting Office report issued early in 1981. The central
finding of the report was that the data in the first SSA pilot study
indicated that the overall payment inaccuracy rate in the DI pro-
gram could be as high as 20 percent, with more than 90 percent of
these cases involving people who were completely ineligible. The
second pilot study suggested the payment inaccuracy rate could be
as high as 30 percent.

A. The GAO Report, March 1981

In December 1980 GAO circulated a draft report suggesting that
as many as 584,000 peo%lee, or about 20 percent of those on the DI
benefit rolls, might not be disabled within the meaning of the law,
but were still receiving benefits. Based on this report, SSA an-
nounced that as part of the President’s fiscal year 1982 budget, the
periodic review of the continuing eligibility of beneficiaries, man-
dated by the 1980 amendments, would begin immediately rather

41) :
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than await the January 1982 date at which time the procedure
became mandatory under the 1980 law. SSA thus accelerated the
periodic review, beginning it in March 1981.

The formal GAO report, entitled “More Diligent Followup
Needed to Weed Out Ineligible SSA Disability Beneficiaries,” was
released in March 1981. (See Appendix B for text of report.) It was
based primarily on early findings of the SSA quality assurance
pilot study which, according to GAO, was a “good indicator—prob-
ably the best one available—that ineligibility in the DI program is
a costly problem that must be corrected.” According to the report,
as much as $2 billion annually in social security benefits might be
going to 584,000 individuals who were no longer disabled. “Al-
though it may not be realistic to expect that all ineligible benefici-
aries could be removed from the rolls, substantial savings would be
achieved if Social Security stepped up its investigative efforts.”

The re?ort described certain of the causal factors that SSA be-
lieved led to the high error rate. First, because of the heavy work-
load with the introduction of SSI in the early 1970s and limited
%uality assurance in the mid-1970s, people who simpl%did not meet
the eligibility requirements were allowed onto the DI rolls. Also,
because of inadequate administration of the review of continuing
disability, many beneficiaries who should have been scheduled for
reexamination (because of a disability that was expected to im-
prove) were not, and many scheduled medical reexaminations were
never done. Based on a 14 percent sample of 1975 DI awards, GAO-
found that 52 percent (15,746) of the cases scheduled for a medical
reexamination under SSA’s continuing disability investigation pro-
cedures were never performed. It was estimated that from 5,800 to
12,600 people awarded benefits in 1975 were not, in fact, disabled
under the meaning of the law but were continuing to receive bene-
fits. As stated in the report, “These problems exist because of a
lack of effective internal controls over the process.”

GAO pointed to other problems that went well beyond adminis-
trative inefficiency or lack of quality control. Most notably, the
report stressed the fact that there were policies and practices being

ursued in the early to mid 1970s that made individuals who no
onger met DI eligibility criteria difficult to remove from the rolls.
The State disability examiners and the social security administra-
tive law judges—the individuals involved in making the decision as
to the continued eligibility of DI beneficiaries at the stage of the
initial determination and at the stage of appeal—had been operat-
ing under a policy which precluded disability examiners from ter-
minating beneficiaries who were erroneously allowed onto the rolls
in the first place. In effect, the termination decision had to be
based on evidence of medical improvement, not simply evidence
that the individual failed to meet eligibility requirements. Accord-
ing to GAO: :

SSA had a policy in effect from 1969 until 1976 called
the LaBonte principle (named after an administrative law
judge’s hearing decision) which stated that terminations

to be based on documentation which supported medi-
cal improvement. Under this principle, all initial disability
decisions were presumed to be correct—even though this
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was not always true. As a result, when SSA discovered
through medical reexamination that a person had been er-
roneously awarded DI benefits and was never disabled, the
individual was allowed to remain on the rolls because
there was no evidence of medical improvement.

Finally, of significance, was GAO’s finding that “annual wage re-
porting’’ adversely affected SSA’s ability to monitor the work activ-
ity of DI beneficiaries. Legislation enacted in the mid-1970s permit-
ted employers to drop the a}n'ocedure of reporting employee wages
to the Government each calendar quarter. Instead, beginning with
calendar year 1978, wage reports would only have to be filed annu-
ally. The lag time and procedural problems associated with annual
wage reporting have made the performance of work-related con-
tinuing disability investigations much more difficult than they
were prior to 1978.

B. Internal SSA Payment Accuracy Samples

To date, the new payment accuracy measurement system created
by SSA, still in its early stages, has only produced data from pilot
studies. (Data from the first ongoing review sample, covering the
period October 1981 to March 1982, is currently being analyzed.)
The pilot studies, such as the one used by GAO in preparing its
March 1981 report, were intended primarily to work out the proce-
dures under which an ‘“ongoing” payment accuracy measurement
system would operate.

DI Pilot Study—Phase I—The first pilot study was conducted
during 1979 and 1980 and consisted of a review of 3,154 cases ran-
domly selected from all of the cases receiving benefits in April
1979. The findings from this study showed that, based on quality
review procedures, over 20 percent of the cases reviewed either
were ineligible or received a higher payment than they were enti-
tled to. Of these cases, over 90 percent should not have been enti-
tled to any benefits in that month. ~his translated into over $185
million in benefits in April 1979 (projected to the entire population)
that should not have been paid. Annually, it projected to over $2
billion being misspent in monies from the DI trust fund.

Not only did the findings from the first pilot study indicate that
a major problem existed in the DI program, but also the findings
~ were key in setting up “profiles” of highly error-prone cases to be
" examined under the new periodic review process. The basic prem-
ise for using this technique for selecting cases for review is that
tarieting in-depth reviews to cases with the characteristics of a
high error profile will result in a higher payoff than reviewing
random groups of cases. SSA has had considerable experience wit
the use of the profiligg technique to select and develop redetermi-
nation cases in the SSI program and found it to be effective in
terms of increased accuracy and more efficient use of staff re-
sources.

Using the results of the first DI payment accuracy study, 20 pro-
file grou?s were identified with the average dollar error per case
ranging from $26 to $311. Cases were selected for continuing dis-
ability investigation review in 1981 based on characteristics of the
high error prone profile groups.

96-297 0—82—+4
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DI Pilot Study—Phase II.—The second of the DI pilot studies was
conducted in 1980 and 1981 and involved the review of 2,817 cases
randomly selected from all of the cases receiving benefits in July,
A t or September 1980.

sing the experience from Phase I, several changes in the study
procedures were made for Phase II. These changes included:

(1) Full medical development, including one or more consul-
tative examinations, was required in all but a few cases. This
was to assure complete and adequate medical evidence.

(2) A second review of all cases was completed in the central
office with priority given to medical discrepancy cases. These
reviews were performed by a selected group of medical consul-
tant staff physicians. Cases where medical disagreements were
evident between the first and second reviews were subjected to
a third panel review.

The findings from the second aYiIOt study were consistent with
the findings from the first study although the observed discrepancy
rates were higher than those observed in the first study. Over 30
percent of the cases reviewed received a larger benefit than the re-
viewers determined should have been paid (compared to 20.3 per-
cent in Phase I). Based on quality review findings, in over 85 per-
cent of these excess payment cases, the beneficiaries should not
have been entitl=d to any benefits. These findings equated to a pro-
jected $1 billion paid in error during the 3-month period July-Sep-
tember 1980.

Excess payments of a medical nature accounted for over 98 per-
cent of all excess payments. Cases involving the musculoskeletal
system, the cardiovascular system or mental disorders comprised
over 72 percent of the medical discrepancies. Cases where the indi-
vidual became entitled during 1974-1977 were more error prone
than cases where entitlement began in subsequent years.

The Office of Assessment of SSA evaluated the circumstances
surroundini the medical discrepancies and attributed over half of
them to lack of meaningful contact with the beneficiary subsequent
to the latest determination. That is, SSA failed to initiate or follow
through on a continuing disability investigation, and the benefici-
ary failed to contact SSA to report improvements in his/her condi-
tion or return to work. .

Even the non-medical errors, both for excess payments and un-
derpayments, were greatly influenced by factors uni?‘ue to the DI
program. Deficiencies relating to the reporting of worker’s compen-
sation were responsible for over 18 percent of the non-medical
excess payments and 19 percent of the underpayments. (There is a
limit to the amount of DI benefits an individual can draw if he also
receives worker’s compensation benefits.) In total, however, non-
medical discrepancies accounted for only 1.4 percent of the excess
payments which projected to about $15 million misspent for the 3-
month period being studied.

Information was also gathered on the level at which claims were
allowed (initial determination at the State agency level, reconsider-
ation, hearing before an administrative law judge, etc.). Over 73
percent of the sample cases were allowed at the initial level. Al-
though 24 percent of these cases were determined to contain medi-
cal discrepancies, this was the lowest observed discrepancy rate of
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the major levels of allowance. Cases allowed by administrative law
judges had an observed case discrepancy rate of 57.3 percent.

Finally, underpayment information was also gathered. The stud
indicated that beneficiaries were underpaid a projected $13.6 mil-
lion for the 3-month sample period. This is equivalent to 0.4 per-
cent of spending on DI beneficiaries.

It should be pointed out that because these findings were ob-
tained through a pilot study, there are limitations on the reliability
of the data. The sample of cases selected was from all DI cases re-
ceiving payments in any of the 3 months, so the data may not re-
flect the results over a longer period of time. Also, the pilot study
represented only the second time the forms and procedures for this
new quality review process were used, and there were some modifi-
cations in the forms and procedures. In spite of these constraints,
the data is considered useful management information for pointing
out problem areas associated with the DI program and for planning
corrective action.



V1. CONTINUING DISABILITY INVESTIGATIONS:
DEVELOPMENT AND CURRENT STATUS

A. What Are Continuing Disability Investigations (CDI's)?

The administering agency for any Government entitlement pro-
gram has an ongoing responsibility to assure that the people who
receive benefits continue to meet eligibility requirements. Such is
the nature of SSA’s responsibility with reg to the continuing
disability investigations (CDI's) conducted under the DI program.
“CDI” simply refers to the periodic review of the medical condition
and employabilit‘y of people receiving disability benefits.

The conduct of continuing disability investigations is an integral
part of the DI program, as much so as the process of taking initial
claims. This is due to the nature of the social security disability
program, which is quite unlike that of an automatic annuity or dis-
ability indemnity prc:g;zm. Social security is an earnings replace-
ment program, with disability insurance benefits providing partial
replacement of earnings to insured workers who are no longer able
to engage in substantial gainful activity. Benefits are payable only
so long as the impairment continues. Unlike certain other public or
private disability programs, benefits are not paid automatically in
the event of an injury or accident, nor are they payable perma-
nentk, absent continued impairment.

SSA monitors the eligibility of DI beneficiaries in three ways.
One method is the “diary” a:ﬁproach. Typicallly, if an initial entrant
into the program has a condition that is likely to improve, the dis-
ability examiner who makes the decision will schedule (or diary) a
later re-examination, i.e., a CDL. Typically, this re-examination will
occur at yearly intervals. Also included in this category are cases
where vo untaﬁ reports of medical improvement are submitted b
beneficiaries. The second method of monitoring is when an individ-
ual engages in a “trial work period” during which he is monitored
to determine if he is able to sustain work activity sufficient to be
considered “substantial gainful activity.” Also in this category are
“work activity” cases that the agency identifies from earnings re-
ports from either the beneficiary or from employers. These basic
i:)altegﬁx;ies of CDI's are the traditional methods of monitoring the

rolls.

The third and newest method is the periodic review procedure
mandated by the Disability Amendments of 1980. As previously de-
scribed, this method calls for a review of the eligibility of each dis-
abled worker beneficiary at least once every three years, unless his
condition is believed to be of a permanent nature (in which case

riodict)reviews of eligibility are still mandated, but need not be as

uent).

In fiscal year 1982, SSA expects to conduct about 500,000 DI and
SSI CDI's. Almost one-third of the costs of the State disability de-

4n
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termination services will be incurred to carry out these re-exami-
nations. Funding for the State agencies has increased 64 percent
from fiscal year 1980 to fiscal year 1982, with the number of staff-
years of work performed by the State agencies having g:wn by
more than 3,000 (from about 10,000 to well over 13,000 this year).
%(‘3})1 procedures are described in more detail in sections VIII C and

B. Historical Development

SSA has always had the responsibility to terminate disability
benefits if evidence shows the beneficiary is not disabled within the
meaning of the law. The original definition of disability in the 1956
Act required that in order to qualify for benefits, the worker had to
be unable to “engage in any substantiaclafainful activity by reason
of any medically determinable physi or mental impairment
which can be expected to result in death or be of long-continued
and indefinite duration.” In its report on the 1956 Social Security
Amendments, the Committee on Ways and Means of the House of
Representatives stressed the conservative design of the disability
program. The report stated “an individual who is able to engage in
any substantial gainful activity will not be entitled to disabilitf' in-
surance benefits even though he is in fact severely disabled.”
During the House floor debate on the disability provisions in the
1956 amendments, Representative Wilbur Mills said “This means
that we intend that the program be strictly and conservatively ad-
ministered.”

The Congress provided for a strict definition of disability because
it was fearful of runaway costs. In this regard, the committee
report emphasized the purpose of paying benefits only when the
disabling condition exists. The report stated:

The benefits would terminate with the month before the
month in which the individual died or reached retirement
age or his disability ceased.

The report went on to emphasize the role of the Secretary in
monitoring continued eligibility with the following statement:

The new section 225 of the act authorizes the Secretary
to make current suspensions from benefits . . . when there
is reason to believe that such individual’s disability may
have ceased to exist. The suspensions so made would be in
the nature of temporary withholding until there is a deter-
mination whether the disability has ceased or until the
Secretary believes the disability has not ceased . . . the
Secretary shall promptly notify the State of the suspension
and shall request a prompt determination of whether such
individual’s disability has ceased.

In 1965, when the “long-continued and indefinite duration”
aspect of the definition was changed to the present 12 months’ du-
ration requirement, Congress once again indicated that it expected
SSA to review condition of beneficiaries periodically to assure
prompt termination of benefits when a beneficiary ceased to be dis-
abled. The report of the Ways and Means Committee stated:

-

M—-—-—-———'—— ‘
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Your committee expects that, as now, procedures will be
utilized to assure that the worker’s condition will be re-
viewed e&aeriodically and reports of medical reexaminations
obtained where appropriate so that benefits may be termi-
nated promptly where the worker ceases to be disabled.

While SSA diligently adhered to the thrust of this language in
the years immediately following the 1965 amendments, by the mid-
1970s its monitoring activities had dropped off significantly. This is
clearly revealed in the table below which shows the number of con-
tinuing disability investigations processed act:ua.llge fell between
1970 and 1978, by about 50 percent, while the number of disabled-
worker beneficiaries near'y doubled. The number of continuing dis-
ability investigations per 1000 beneficiaries thus fell from 111.8 in
1970 to a low of 29 in 1978. This occurred in spite of the fact that
the program was liberalized in the mid-1960s (1965 and 1967
amendments) to allow younger and less-permanently disabled indi-
viduals onto the rolls.

TABLE 12.—COMPARISON OF CONTINUING DISABILITY INVESTIGATIONS (CDI'S)
PROCESSED TO TOTAL DISABLED-WORKER BENEFICIARIES OVER THE YEARS

CDI's processed Dl-worker Number of
Fiscal year (Diad — penefciaries  COIS per 100D
& concurent iy miions)  Di-worker
cases only) beneficiaries

T 1167,000 1.493 111.8
1973 oo tmtssisssmsssssssessssessssssenenssssssessens 1142,000 2.017 704
1974 : 1120,000 2.231 53.6
1975 esecensssssssscssesssnsenssesnen 1116,000 2.489 46.6
1976 1129,000 2.670 483
1977......nu..... 107,220 2.834 378
1978 83,651 2.8 29.0
1979 94,084 2.81v 32.8
1980 94,550 2.861 33.0
. 168,922 2 2.835 39.6
Oct. 1, 1981 to June 28, 1982........................ 243,785 22723 89.5

1 Figures provided by SSA in 1977, but not currently verifiable.
2 Estimates based on intermediate II-B assumptions in the 1982 Trustees’ Report.

Source: SSA and Social Security Bulletin, Annual Statistical Supplement, 1980.

A number of factors have been pinpointed by analysts for having
contributed to lax administration of the DI program in the early to
mid-1970s. For instance, a severe economic downturn and rising un-
employment may have prompted a larger than usual number of
ambiguous claims. Under those conditions, time consuming cases
would increase and the normal claims determination process may
have become overloaded. Others have pointed to the strain placed
on the administrative system by having SSA process black lung
claims in the early 1970s and, shortly thereafter, having it take
cver the State disability welfare rolls upon implementation of the
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SSI program. Under the conditions imposed by these heavy work-
loads, many. claims may not have been well enough developed to
assure that the individuals involved were, in fact, eligible for DI
benefits. Further, the necessity of continuously monitoring DI took
second place to concerns over the time it took to process initial
claims. Adequate administrative resources to manage the initial
claims caseload and properly monitor eligibility were not obtained
for the agency.

SSA was criticized in 1976 by the Ways and Means Committee
staff for not adequately managing the CDI process. In a report to
the committee, the staff cited criticisms levied by the State agen-
cies and by the General Accounting Office, and presented statistics
showing that there was little change in the number of CDI termi-
nations between 1973 and 1975. They noted the peculiar situation
where more beneficiaries were terminated because of recovery in
1967, with only 1.5 million persons on the rolls, than in 1974, when
there were 2.5 million persons on the rolls.

The following table shows the relatively static level of total DI
igx%lélinations due to recovery during the 10-year period 1967 to

TABLE 13.—DISABLED WORKER RECOVERIES,* 1960-81

Recovery
DI-Worker terminations

Calendar year terminations per 1,000 DI-
due to recovery worker
beneficiaries
1960 ...t s s s ssessssssss s sesssesnase 3,124 19
L9BL..coeeeeeeeeeeseereresassrssssessassasaessasnesr s raees 2,936 5.4
19B02.......eve ettt ssressnsssessssssessssssessssssssssasssssssssnssmsesaens 9,555 14.0
1963 ...t saneesene 12,931 16.4
1964 16,487 19.0
1965 18,441 194
1966 ceverrssaensens 23,111 219
1967 ... 37,151 32.1
1968................... 37,123 30.0
1969 . . 38,108 28.0
JT0 ettt ssssssssssssssssssmsssssessssesssssssssase 40,802 21.9
1971. 42,981 21.1
1972 39,393 22.5
1973 - 36,696 18.9
1974 238,000 17.8
1975 239,000 16.3
1976 240,000 153
1977 60,000 21.6
JGTB...ooeeeeeeeerssensssssssesssassssssssssssasssssssmssssnssssssssssasessasssssens 64,144 223
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TABLE 13.—DISABLED WORKER RECOVERIES,* 1960-81—Continued

) Recovery
Di-Worker terminations
Calendar year terminations per 1,000 Di-

o onery - wir
1979 12,325 25.0
1980 ......ceeeeererriseessesssrsensssasssssessssssssssssasssssssssssansessassane (3) (3)
1981 . (3) (3)
1 Recoveries are due fo return to work and medical improvements.
2 Estimates.
3 Not yet available.

Source: Experience of Disabled Worker Benefits under OASDI, 1974-78, Actuarial Study No. 81, April 1980.

These circumstances raised concern in Congress that SSA may
have been failing to place enough effort into assuring that people
remained eligible for DI once they were awarded benefits. This sub-
sequently led to the provision in the 1980 amendments, which, as
mentioned earlier, required that unless a DI benefimary has been
diagnosed as permanently disabled, he has to be reexamined at
least every 3 years. This change did not glve SSA new admxmstra-
tive authority, but merely established a ‘“minimum review” re-
quirement. The Report to the Senate from the Committee on Fi-
nance emphasized this point:

The State agency not only has the function of deciding
who comes on the disability rolls, it must also make deter-
minations as to whether individuals stay on the rolls.’ :

There is, however, no requirement for periodic redeter- e —
mination of disability for all or even a sizable preportiogs#
of persons who are receiving disability benefits. In general,
according to the claims manual, cases are to be “diaried”
for medical reexamination only if the impairment is one of
13 specifically listed impairments.!9

~" Numerous critics, including many within the Social Se-
curity Administration, believe that the highly selective
diary criteria and other continuing review procedures are
inadequate and result in the continued pa:—ent of bene-
fits to many persons who have medically or otherwise re-
covered from their disability.

Committee bill. —The committee provision provides that
there will be a review of the status of disabled benefici-
aries whose disability has not been determined to be per-
manent at least once every three years. This review is not
intended to supplant the existing reviews of eligibility that
are already being conducted such as those under the cur-
rent “diary”’ procedures. Moreover, the committee expects
that even cases where the initial prognosis shows the prob-
ability that the condition will be permanent will be subject
to periodic review, although not necessarily every three
years in selective circumstances. The committee believes

10 Note that there are now 17 diary categories.
v
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that such procedures should be applied on the same basis
to the DI and SSI programs.

Although the number of disabled-worker beneficiaries judged to
have permanent disabilities has not yet been determined, this man-
date will likely require SSA to review, between 1982 and 1984, the
continuing eligibility of most of the 2.8 million disabled workers
now on the benefit rolls.

C.¢fCurrent CDI Activity and Concern

An internal SSA quality assurance study conducted in 1979 (dis-
cussed in Section V of this print) indicated that as many as 18 to
20 percent of the people on the benefit rolls did not meet the re-
quirements for disability benefits. As a result, SSA decided to accel-
erate the required review of disabled-worker beneficiaries. Subse-
quent to SSA's decision, the General Accounting Office issued a
report (also discussed in Section V) making SSA'’s finding public
and estimating that ineligible disability beneficiaries were receiv-
ing about $2 billion annually in benefits. They recommended that
SSA expedite efforts to reevaluate the status of people on the dis-
ability rolls. ‘

SSA began the accelerated review in March 1981, reviewing
about 30,000 additional DI cases per month beyond the then
“normal”’ review workload. (The SSI disabled were not subjected to
the new review effort, except for those who were simultaneously
entitled to DI benefits. Their exclusion was due primarily to re-
source limitations.) Table 14 shows the change in the State agen-
cies’ DI review workload that has since occurred.

TABLE 14.—CONTINUING DISABILITY INVESTIGATION ACTIVITY AND STATE AGENCY
WORKLOAD UNDER THE DI PROGRAM, FISCAL YEARS 1981-82 *

Total Di cases
Fiscal year Sent fo State  Reviewed by
agencies agencies *
1980. 123,310 94,550
1st quarter 1981 34,911 29,763
2nd quarter 1981 33,887 28,029
3rd quarter 1981 99,330 41,813
4th quarter 1981 ..........ooooeeeeeeeeeeeereesereesrsneeseneeseseseeseaans 141,992 69,317
Total 1981 310,120 168,922
1st quarter 1982 82,133 86,026
2nd quarter 1982 149,824 87,669
Total, first-half 1982..........cooeveereeeerecerenrenneesenenee 231,957 173,695
! Includes i and concurrent DI/SSI cases. Excludes purely SSI disability cases.
% These figures do not include CDI's where the State agency has not had to make a new medical
determination of disability.
Source: SSA, July 1982.
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As shown, the number of DI CDI's sent to State disability deter-
mination services for processing nearly tripled in the third quarter
of fiscal year 1981 (April-June), and increased by another 43 per-
cent in the fourth quarter. The total number of CDI's sent in fiscal
year 1981 accounted for roughly 11 percent of the disabled-worker
beneficiary popuiation. In the 2nd quarter of fiscal year 1982 more
CDI's were sent to the States to process than in all of fiscal 1?l"oe:zau'
1980. (The number of SSI cases sent to States has ranged from
18,000 to 29,000 per quarter since the first quarter of fiscal year
1981. The total number was 70,198 cases in fiscal year 1980 and
95,814 in fiscal year 1981.)

Responding to the increased workload, State agencies have
stepped up their review. Three times as many continuing disability
investigations in the DI program were processed in the second
quarter of fiscal year 1982 as in the second quarter of fiscal year
1981. Between January and March of this year, State agencies com-
pleted 87,669 continuing disability investigations.

Early this year when the President’s fiscal year 1983 budget was
issued, information about SSA’s CDI workplan for fiscal years 1982
and 1983 was reflected in Appropriation justifications. These plans
showed the following increases in total CDI's for both the DI and
SSI programs for fiscal years 1982 and 1983:

TABLE 15.—PLANNED CONTINUING DISABILITY INVESTIGATIONS (CDI) ACTIVITY
REFLECTED IN PRESIDENT'S FISCAL YEAR 1983 BUDGET, DI AND SSI PROGRAMS COMBINED

) Fiscal year—
Processed CDI's
1980 1981 1982 1983
Regularly scheduled CDI's................ 152,000 152,000
Additional CDI's 415,000 654,000
Total 159,600 257,100 567,000 806,000

SSks‘m& Fiscal year 1983 SSA justifications to appropriations committees, supplemented by data supplied by

Note: These figures inciude CDI's where the State agency does not have to make a new medical
determination of disability. These include cases where, for instance, the individual returned to work, as
determined by SSA's district office staff.

Since that time, the Committee staff has been informed that SSA
has scaled back its CDI estimate for fiscal year 1982 from 567,000
to 506,000, and that it is currently re-examining its estimate for
fiscal year 1983.

The new review efforts of the Administration are well within the
bounds of existing law. Concern has nevertheless been raised by
the terminations that are now taking place at the State agency
level. Initially, according to SSA, about 50 percent of the cases re-
viewed were being terminated for failing to meet eligibility require-
ments. Currently, some 45 percent of the DI cases reviewed are
being terminated. (See Tables 16-18.)
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As shown in the tables, this rate of “cessation” or benefit termi-
nation—in the range of 45-50 percent—is comparable to the rate
over the period fiscal year 1978-1980, prior to the implementation
of the accelerated review. Further, a relatively high rate of cessa-
tion should be expected between 1982-84, as the first of the re-
quired 3-year reviews are undertaken. Not only will this be the
first time that many DI beneficiaries have been reexamined, but
also (as discussed in Section V B) SSA is using procedures to select
candidates for review that are targeted toward those with the
greatest probability of ineligibility.

TABLE 16.—CONTINUING DISABILITY INVESTIGATION (CDI) CONTINUANCES AND
CESSATIONS BY STATE AGENCIES, DI AND SSI COMBINED, FISCAL YEARS 1977-821

Total Continuance  Cessation

Fiscal year number of  Continuances  Cessations rate (in rate (in

CDI reviews percent) percent)
1977 150,305 92,529 57,776 62 38
1978..... 118,819 64,097 54,722 94 46
1979 .ceereereersee 134,462 72,353 62,109 54 46
1980 129,084 69,505 59,579 54 46
1981 208,934 110,134 98,800 53 47
10/1/81-5/28/82................ 266,725 145321 121,404 54 41

! Reflect continuance and cessation rates only at the State agency level—not at the district office or at the
hearing or appeal levels of adjudication. These figures differ from the previous table in that they exciude CDi's
where no new medical determination of disability by the State agency was required. Other factots have affected
the individual's entitiement, such as his return to work.

Source: SSA, July 1982.
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TABLE 18.—RECENT ALLOWANCE RATES FOR INITIAL CLAIMS AND CDI DECISIONS, STATE

BY STATE, DI AND SSI COMBINED
[in percent]
Initial claims * Initial CDI decisions 2
State Allowance rate State Allowance rate
Rhode Island............................ 415  South Dakota.......oooeooen. 79.6
south Dtakota ........................... ﬁg Alausl(a 72.8
ermon . New Hampshire ................... 69.8
Nebraska 402  Hawaii 69.6
Nebraska 69.3
Alaska - 39.5  Minnesota..........coocorrernnenne 68.3
Delaware 389  Vermont 67.6
Wisconsin 386  Wyoming 67.6
District of Columbia................. 38.5  Washington..................... 67.0
Minnesota... 37.2  Delaware........................... 66.1
117 36.6  Maryland 64.5
ANZON ... 36.5  North Dakota................... 63.5
lowa 36.1 Utah . 62.6
Hawaii ...... 356 lowa 62.6
Indiana 34.7  Colorado 62.2
Kansas 346  Montana 61.3
Maine 343  Arizona 60.8
Connecticut 339  Missouri... 60.4
North Carolina 339  North Carolina...................... 60.2
New Jersey 33.7  MisSiSSIpPi ...veeeeenrrenereennens 60.1
Missouri ' 33.0  Massachusetts............. 59.9
Ohio 328  Oregon...eeeeeeceecresevssnns §9.7
North Dakota........................... 328  Virginia 594
lllinois 32.6  Connecticut.................ce....... 59.3
Montana 32.5  Kentucky 58.3
Pennsylvania...............cn..... 319  South Carolina................ 58.0
New Hampshire....................... ‘ 316  Ohio 51.9
Colorado 31.6  Maine 518
Nevada 31.5  Nevada 51.1
Wyoming 31.1  District of Columbia............. 51.4
Virginia 310  Kansas 56.6
South Carolina ........................ 309  Alabama 56.2
Oregon 309  West Virginia....................... 55.9
Washington 30.8  Rhode Island..................... 55.7
Florida 30.7 Indiana 55.4
Texas 303  Pemnsylvania.................. 55.3
Tennessee 30.2 . Tennessee 54.8
Idaho 296  Michigan 54.5
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TABLE 18.—RECENT ALLOWANCE RATES FOR INITIAL CLAIMS AND CDI DECISIONS, STATE
BY STATE, DI AND SSI COMBINED—Continued

[In percent]
Initial claims Initial CDA decisions *
State Allowance rate State Allowance rate

California 289  Florida.........coocoererrrerernenns 5.1
Okiahoma 28.7  Georgia 53.5
Kentucky 28.5  llingis.........c...cerrnee. 524
Maryland 28.2  (California 52.1
Massachusetts..............ccc........ 28.0  Idaho 51.5
[T R —— 218  Oklahoma 9L5
Alabama................ccoooeerrvennene 2].6  Wisconsin 49.8
Mississippi - 21.5  Texas 49.0
Georgia 25.7  New Jersey......cccoourerrnnec. 48.7
New York 254  Arkansas 48.2
West Virginia........................... 253 New York 41.5
Louisiana 25.2  Louisiana 46.8
New Mexico..........o.ococererrenenee 25.1  New Mexico.........cc.ccoerruennee 38.8
Arkansas 24.3  Puerto Rico..........ccoourrrrennee 29.0
Puerto Rico 193

1 For fiscal year 1981.

2 For pefioJeTO/sl to 5/82. Does not take appellate actions into account and excludes non-medical
determinations.

Source: SSA, July 1982.

Also of recent concern is the apparently high rate of reversal of
termination decisions upon appeal. The proportion of terminated
beneficiaries who have had their denials reversed on appeal to an
administrative law judge (ALJ), and thereby have had benefits re-
instated, was 61 Bercent during the months February to May 1982.
(Of the 16,797 CDI cases disposed of by ALJ’s, 10,250 were rever-
sals.) Historical data is illustrative in this regard. As shown in the
table below, in recent years, ALJ’s have tended to reverse about 55
to 65 percent of State agency denials, including initial denials and
denials at the CDI stage.

TABLE 19.—ADMINISTRATIVE LAW JUDGE REVERSAL RATES—DISABILITY INSURANCE
INITIAL DENIALS AND TERMINATIONS, FISCAL YEARS 1979-82

Percent of cases reversed
Fiscal year
Initial denials Terminations
1979 56.4 59.5
1980 59.4 63.8
1981 59.0 61.5
1st quarter 1982 51.3 65.4

Source: SSA, July 1982.

W |
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TABLE 20.—ALLOWANCE RATES FOR VARIQUS TYPES OF DI DETERMINATIONS, 1970-81

[In percent]

Initial claims CDi's

Calendar year - o ' niial
dele'f'lll'lti':lation Reconsideration AL hearings det(m;.;‘n.
1974 40 3 47 2
1378 4 19 51 54
1979 39 17 55 52
1980...... 33 15 58 54
1381 29 12 57 52

! Fiscal year data. Includes only determinations made by State agencies involving medical reexaminations.
2 Not available.

Source: Bellmon Report, and SSA, July, 1982.

The fact that, say, 45 percent of cases reviewed by State agencies
are terminated and that ALJ’s then reverse at a rate of 55 to 65
percent must be interpreted with caution. This reversal rate, of
course, only pertains to cases that have requested a reconsider-
ation, have had their denial upheld, and then have requested a
hearing. For example, almost 70 percent of DI claims denied at the
State agency level do not go on to request a hearing. As a result,
ALJ’s actually reverse one in six of the cases initially denied by
State agencies.

Importantly, the concerns raised by the current CDI situation re-
flect long-standing issues in the administration of the DI program.
They are issues that raise questions about the entire process in
which disability determinations are made. Frequently, the concerns
stem from over-expectations about the nature of determining dis-
ability—that it is or should be a completely objective process with
cut and dried decisions. The decisions often involve complex medi-
cal %uestions about evaluation and diagnostic techniques about
which even the medical community itself cannot reach a consensus.
Moreover, the magnitude of the workloads—for both the initial
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claims and continuing disability investigations—are staggering
when one considers that individualized determinations make up a
large portion of the decisions rendered. A high degree of uniformity
may not be achievable.

owever, a major issue that the CDI situation raises is the ap-
parent lack of uniformity in the basic standard of disability from
one stage of adjudication to the next—particularly between the de-
terminations rendered by the State agencies and those by ALJ’s at
the hearing level. The fact that the ALJ’s are reversing a high
number of the State agency CDI decisions does not necessarily (nor
does it likely) reflect inaccuracies in the decisions rendered at the
State agency level. As pointed out in a later section, the situation
may be one in which both the ALJ’s and the State agencies are
mal‘;ing basically correct decisions based upon the evidence availa-
ble to them. The ALJ may be reviewing the case after the individ-
ual’s condition has significantly deteriorated (i.e. since the State
agency saw the case), and/or he may be basing the decision on new
or additional evidence that became available after the State agency
reached its decision. It must be noted, however, that under the new
‘“own motion review” procedures, under which a number of ALJ
decisions are being reviewed by SSA’s Appeals Council, a signifi-
cant number of decisions are being questioned. Furthermore,
the discrepancies between State agency and ALJ decisions may
arise from differing views of the meaning of the definition of dis-
ability in the law, as it pertains to individual cases, and how these
two entities develop and weigh the evidence. The findings of the
recent “Bellmon Report”’, discussed in the next section, tend to sup-
port the conclusion that “‘disability”’, for the purposes of the social
security program, is a significantly different concept when applied
at the State agency level than when applied in the agpeals process.

The current situation also raises questions about the role of SSA
and the Federal Government vis-a-vis the State agencies. Is there
sufficient concern for the operational ramifications of major new
policy initiatives? Is there enough appreciation for the limitations
of the State agencies? Does SSA have an adequate system for as-
sessing the quality of decisions rendered and also for effectively
helping State agencies to improve their capabilities? In short, does
the li e between SSA and the State agencies have adequate ad-
ministrative controls to assure that the disability determination
process is being conducted with the greatest feasible degree of ac-
curacy and uniformity?

More germane to the CDI situation, however, is the question of
whether the actual results of the new periodic review process man-
dated bg Congress were anticipated. Little attention was given in
the 1980 amendments as to what the concept of “permanently im-
ired”’ was to mean in assessing whether or not an individual
would be subject to the 3-year review cycle. (However, the legisla-
tive history clearly indicates that even “permanent” disabilities,
however defined, were to be reexamined occasionally.)

Also, the 1980 amendments did not provide a distinction for the
treatment of cases in which enrollment in the DI program began
well before the enactment of the amendments, and in which no

rior review of continuing eligibility had ever been conducted.
y of the current CDI cases fall into this category, involving

9%6-297 0—82—35
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older workers on the rolls for many years, who have never been re-
examined. The extent to which such individuals would be found in-
eligible could not have been accurately predicted in 1980.

other key issue is the appropriateness of current law and
practice concerning the termination of benefits when the agency is
unable to show that the disabling condition has improved, but nev-
ertheless finds the individual ineligible for disability benefits. This
involves ‘*he question of whether the agency (and therefore the DI
trust rfund), because it made borderline or erroneous decisions in
the past, should be required to continue to support the individual.
In particular, should an individual be terminated only if his situa-
tion has changed relative to the standard of disability or “adjudica-
tive climate” existing when he first joined the benefit rolls, or
should he also be terminated if the standard of disability or “adju-
dicative climate” has changed relative to his condition. Under cur-
rent law and procedure, the latter is the case. Any individual who
applies for disability benefits or who is reviewed for continuing eli-
gibility is judged by the standards—the laws, regulations, rulings,
and state of medical art—in effect at the time of determination.
The State agency need not show evidence of medical improvement
in order to find the individual ineligible for DI benefits.

There are several practical motivations for this practice ~First,
only by applying current standards and procedures can identically
situated people (i.e., people with identical disabilities) be treated
comparably as between those who are already on the rolls and
those who are newly disabled and aﬂ)lying for benefits. Second, a
medical improvement standard could, as it is said to have done
prior to 1976, prevent the termination of benefits for cases that
never met the eligibility requirements (see Section V A above). Fi-
nally, administratively, it is considerably more difficult to show im-
provement than to show failure to meet stated eligibility criteria.
As discussed in Section IX C below, medical criteria are changed
only infrequently to reflect advances in medicine, technology, and
diagnostic techniques. Reversion to a prior standard would, in some
cases, merely mean ignoring the current state of medical science.

Other questions raised about the CDI process involve: (1) The
ade(}‘uacy of SSA’s evidence development procedures, particularly
in the solicitation of evidence from treating physicians and voca-
tional advice in cases where vocational factors need to be taken
into account; (2) the amount of advance notice received by benefici-
-aries both prior to review and prior to termination; and (3) the
length of time prior to appeal, during which benefits are not pay-
able. Finally, there are practical concerns about whether or not the
State agencies can handle the increased workload and whether or
not SSA is headed for another “appeals crisis” that could dwarf the
one that arose after the implementation of the SSI program. Will
the agency be able to handle the enormous hearings and appeals
workloads anticipated in the next few years as beneficiaries are
terminated by the State agencies?

D. Recent GAO Findings

In recent testimony before the Subcommittee on Oversight on
Government Management of the Committee on Governmental Af-




61

fairs, the General Accounting Office presented their findings from
an ongoing study of the CDI process. According to the testimony,
GAO began to review SSA’s policies and practices for conducting
- continuing disability investigations in January 1982 because of con-
cerns expressed over the medical condition of the beneficiaries
being terminated. GAO representatives met with ALJ’s and State
officials and examiners in 4 States (California, New York, Pennsyl-
vania, and Ohio) and examined 98 cases folders. Forty-two of the 98
cases reviewed, or about 43 percent, had resulted in cessations. Be-
cause of the small size of the sample, and the timing of the selec-
tion, GAO has not projected the results of the sample to the overall
CDI process. Though preliminary, the findings are nevertheless il-
lustrative.

The table below presents basic statistical information about the
cases reviewed.

TABLE 21.—BASIC DATA ON CASES REVIEWED BY GAO

Total Cessations Continuances

Number of cases. 98 42 56
Average age of beneficiary 44 43 45
Average years on disability 8 ) 9
Average case processing time * (in days)........ 102 127 83
Percent of cases where claimants’ physicians

contacted 71 69 14
Percent of contacts responding to DDS............... 85 90 81
Percent of cases with consultative exam or-

dered 67 86 54

t Counted from the date the beneficiary was ﬁrstcontactedoomm'i‘léfmereview {either by mail or phone)
to the date the DDS physician signed the notice of decision. This includes the 10 or more days allowed a
beneficiary after being notified of the decision to submit any additional evidence.

GAQ'’s findings from this preliminary study are briefly summa-
rized below:

1. Processing time.—The amount of time required to process a
CDI—from the date the individual is first contacted about a review
to the date the determination of continuing eligibility is made—
varied considerably. The shortest processing time found for a ter-
minated case was 34 days, the longest was 368. GAO found no in-
stances where beneficiaries were terminated without being given
time to develop and present their medical evidence.

2. Medical evidence development.—Attending physician data is
usually requested unless it is not relevant to the impairment, too
old, or from a source known to be uncooperative. Only a few in-
stances were found where examiners did not request evidence from
what was felt to be a relevant source. While most sources did re-
spond, there was significant variation in quality, quantity, and ob-
jectivity in their responses. Some portion of attending physicians’
reports were not fully considered; however, GAO could not deter-
mine the extent of this or what impact this had on the final deci-
sion.
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One astﬁect of State agency medical development highlighted by
GAO is the practice of developing CDI cases as if they were new
claims. GAO found that SSA has issued no specific development
guidance for these cases, but rather has instructed the State agen-
cies to adjudicate these claims in generally the same manner as
initial claims. As a result, State agencies are gathering only cur-
rent evidence—generally no more than 2 or 3 months old—and
using this evidence to determine if the beneficiary currently meets
SSA’s criteria for disability. According to GAO, this practice can
result in incomplete information and is one of the major reasons
treating sources are not contacted or their information is not con-
sidered in the decision. It also helps explain the presence of a high
consultative examination purchase rate.

3. Consultative exams.—The consultative examination purchase
rate for continuing disabilitg investigations cases in 1981 varied
considerably (62 percent in Pennsylvania, 50 percent in Ohio, 58

rcent in California, and 39 percent in New York). According to

tate examiners, these cases generally require consultative exami-
nations more often than other claims because many people receiv-
ing disability benefits for a long period have not been to physicians
recently. GAO did not attempt to evaluate the appropriateness of
the c}:lonsultative exam purchase rate or the quality of the exams
purchased.

4. Evaluation of medical evidence.—In the late 1970s SSA made
significant changes in the criteria and guidance used in the disabil-
ity determination process. After considerable prompting by GAO
and others, the vocational grid became a:afart of regulations in
1978, and in 1979, SSA revised the medical listings. The criteria
became more explicit.

The changes in the medical listings have affected some benefici-
aries who previously qualified under the old listings, but do not
meet the criteria of the revised listings. In one case, for example,
an individual was awarded disability benefits in 1975 following a
heart attack. At that time, the medical listings only required evi-
dence showing that the heart attack occurred, and that the claim-
ant had chest discomfort. The revised medical listings for heart im-
pairments now require specific exercise test results or specific read-
ings from a resting electrocardiogram (EKG). While the benefici-
ary’s resting EKG readings in both 1974 and 1982 show similar ab-
normalities and he continues to suffer from angina (chest pain), his
benefits were terminated because the EKG readings do not meet
the requirements of the new listinilss.a

Similarly, beneficiaries put on disability because their condition
“equaled” the listings are now being terminated because of a more
narrow application of this concept.

The formalized vocational grid is also a factor in terminations. In
the mid-1970s, many individuals whose impairments did not meet
or equal the listings were allowed benefits because of vocational
factors (age, education, prior work experience), even though there
was little or no guidance available at that time on how to evaluate
those factors. en reevaluating such beneficiaries, State agencies
now terminate benefits in many of these cases because of the voca-
tional grid. (For example, beneficiar’ 8 under age 50 with severe
impairments that do not meet or equai the listings cannot be found
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to be disabled unless they are illiterate or unable to communicate
e maary, GAO found instances of poor devel t of
summary, ound some instances of poor development o
medical records as well as some determinations that were not ade-
quately supported. (GAO also questioned the State agencies’ usual
practice of gathering and evaluating only evidence that was from
the most recent 3 months). According to GAO, however, the medi-
cal development issues are not unique to the CDI effort and are not
the primary cause of the high number of cases being terminated.
GAO testified that the way medical evidence is evaluated is a more
significant factor in explaining the number of CDI terminations.
GAO testified that:

‘s * * SSA is reviewing a group of beneficiaries who were
awarded benefits several years ago under a more liberal, less
objective evaluation process. These are generally people who
were led to believe that they were being granted a lifetime dis-
ability pension. Now, with no advanced explanation from SSA
about the purpose, process, or possible outcome of the Periodic
Review—they are subjected to a new decision, much the same
as if ‘th‘ey' were applying for disability benefits for the first
time

“By getting a new decision, these beneficiaries have several
disadvantages. The decision is made using a newer, more objec-
tive, more stringently interpreted set of evaluation guidelines;
and is made in a tougher ‘adjudicative climate.’ At the same
time, these decisions are subject to the same inherent weak-
nesses that have always plagued the SSA disability determina-
tion Erocess—subjectivity, and medical development of ques-
tionable quality and completeness.”

In a letter to the Secretary of HHS, dated July 14, 1982, GAO
recommended that the Secretary require the Commissioner of
Social Security to take the following actions:

1. Notity all disability beneficiaries and explain to them the
purpose of the periodic review, and the importance of their
providing complete and current medical evidence. If these re-
views are to remain.“new determinations” with little consider-
ation given to the prior determination, this aspect should be
fully explained to the beneficiaries.

2. Issue policy guidance to the State agencies emphasizing
the uniqueness of the periodic_review cases and the need for a
full medical history in all cases. Specifically, SSA should estab-
lish a policy that can be uniformly applied bg State agencies to
ensure that a complete medical history is obtained and evalu-
ated in all cases before benefits can be terminated for medical
reasons. The medical history should cover the period from the
initial disability determination and include medical informa-
tion used in the initial determination.

3. Establish a processing time goal for managing the periodic
review caseload that is commensurate with thorough develop-
ment of medical evidence.

Workload

Recently, the GAO made data available to the Committee which
sheds light on another concern—the ability of State agencies to
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handle the increase in the CDI workload during 1981. As shown
below, the monthly case workload for all types of disability cases
(DI and SSI initial claims and continuing disability investigations)
increased by six-tenths of one percent between 1980 and 1981,
while the number of full-time case examiners increased by more
than 29 percent. The relatively small increase in workload resulted
from a shift in composition—there were fewer initial claims and
more CDI's to process in 1981. Workload will increase more sub-
stantially as the CDI process is stepped up in 1982 and 1983.

TABLE 22.—DISABILITY DETERMINATION SERVICE WORKLOAD COMPARISON, DISABILITY
CASES RECEIVED: 1980-81

1980 1981 Percent change
Total workload * (monthly average) .................. 247,512 249,006 +0.6
Full-time examiners (as of Dec. 31).................. 3,130 4,057 +29.6

1 Includes DI and SS! initial claims and continuing disability investigations.
Source: State Agency Operation Report (SAOR).



VII. GENERAL DISABILITY DETERMINATION ISSUES—
BELLMON REPORT FINDINGS

As suggested in the previous section, a number of the concerns
about the periodic eligibility reviews mandated in the 1980 amend-
ments reflect long-standing issues in the administration of the DI
program. One of the more significant of these is the lack of uni-
formity among the different levels of adjudication—the State agen-
cies, the administrative law judges ( ’s) and the Federal courts-
As illustrated in table 23 below, State agencies, on reconsideration,
are allowing cases at a rate of 13 percent—affirming the initial dis-
ability determination in 87 percent of the cases; ALJ’s are revers-
ing 58 percent of the cases appealed. In 1 out of the 6 cases in
which benefits are denied or terminated at the initial State agency
level, the decision is reversed (and benefits are granted) at the ALJ
level. An even higher percentage of CDI terminations are being re-
versed at the ALJ level.

TABLE 23.—RECENT DI ALLOWANCE RATES, INITIAL CLAIMS AND CDI'S SEPARATELY

Percent of cases allowed

Level of adjudication . 4 _
T e cose
EEAL............. st ssnsaes s ssasnasens - 30 »
RECONSIRIALION ....v.oovovceecevnvec s cresesensmsssaanans 13 12
HBAMNG ....eeeeeeere ettt aseeseses st s s saens 58 61

1 Fiscal year 1981.
2()ctober 1981 to July 1982 for initial and reconsideration decisions; February 1982 te May 1982 for

hearings.
Source: SSA, July 1982.

An understanding of this phenomenon is essential for evaluating
the continuing disability investigation review process—its problems
and prospects. Frequently, A reversal rates are misunder-
stood in that they are seen as indications of the degree of error at
the State agency level. In fact, however, the reversal rate at the
ALJ level may be the consequence of new or additional evidence
submitted after the State agencies have made their decisions. Re-
versals are also the consequence of a worsening of the claimant’s
condition between the State agency and ALJ decisions. Further-
more, recently released data on the new “own motion” review of
ALJ decisions indicates that defects are appearing in 43 percent of
the decisions reviewed, with 17 to 18 percent of the cases involving
deficiencies so significant that they are being reversed by SSA’s
Appeal Council or remanded back to tne for reexamination.

(65)
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The “Bellmon Report,” required by the Disability Amendments
of 1980 (Sec. 304(g)), constitutes the first comprehensive study of
ALJ decisions. It provides important data and information on
whether ALJ decisions are in line with the law, regulations, and
uther policies they are supposed to adhere to. It also is the first at-
tempt to lay out how the decisions reached by the ALJ’s are made,
and why they often diverge so significantly from decisions made at
other stages in the disability determination process. The legislative-
ly mandated report was prompted by a lack of agency review of
ALJ allowances.

A. Background

Under Federal regulations, the Appeals Council in SSA’s Office
of Hearings and Appeals has always had the authority “on its own
motion or on request for review”’, to review ALJ hearing decisions.
Traditionally, this was a major function of the Appeals Council. In
1975, however, because of the pressure of a mounting caseload
within what was at that time the Bureau of Hearings and Appeals,
the ‘own motion’ review process was for the most part abandoned.

In the next 5 years, there was effectively no Federal review of
ALJ allowances (reversal decisions). Over the same period, the
number of cases appealed to ALJ’s and the proportion of those
cases that were reversed rose appreciably. (See Tables 20 and 24.)
Concern over the quality—the accuracy and the consistency—of the
increasing number of ALJ decisions led the Senate to adopt the
Bellinon Amendment, which was incorporated in the 1980 disabil-
ity amendments.

As enacted, the provision requires SSA to institute a program of
ongoing review of ALJ decisions.!! Decisions which do not meet
the criteria of having conformed to statute, regulation, and binding
policy are to be administratively reversed. The provision also re-
quired the Secretary of Health and Human Services to submit to
the Congress by January 1982 a report on progress toward imple-
menting the ongoing review.

The conference report on the disability legislation specified that
information in the Secretary’s report should identify and help to
quantify the factors leading to the high reversal rate by ALJ’s of
disability determinations. In particular, information was sought on
the effects of five specific factors on ALJ decisions:

@ Claimants’ first appearance in person before a decision-maker;

@ Additional evidence submitted at the hearing level;

@ Significant changes in State agency denial rates;

@ Differences between State agency (DDS) and ALJ policy guide-
lines; and

@ Differences in standards applied by Al.J’s.

11 SSA began an own motion review program on Oct. 1, 1981, under which 7% percent of all
social security and concurrent social security-SS] disability allowances made by ALJs were re-
viewed; in April 1982, SSA increased its review to 15 percent of those decisions.
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B. Findings of the Bellmon Report!2

Responding to this Congressional mandate, SSA conducted a
study in which two groups reviewed 3,600 disability decisions made
by ALJ’s: the Office of Assessment within SSA, using the standards
and procedures governing the State disability agencies (DDS’s), and
the Appeals Council, using the standards and procedures governing
ALJ decisions. The major finding, according to the report, was that
“significant differences in decision results were produced when dif-
ferent decision-makers were presented with the same evidence on
the same case.” While the ALJ’s originally allowed 64 percent of
the sample cases, the Office of Assessment allowed only 13 percent
and the Appeals Council allowed 48 percent. The study found that
a primary reason for the variation in allowance rates was the dif-
ference in decision-making criteria used at various stages of the de-
termination process—even with regard to fundamental interpreta-
tions of what the law means.

In adjudicating disability claims, the State agencies are required
to use a detailed set of administrative instructions known as the
POMS (Program Operating Manual System). These instructions
amplify and interpret the social security law and regulations and
the social security rulinis. The POMS contain specific standards
and procedures with which the State agency must comply in
making disability determinations; they are intended to ensure uni-
formity of State agency and SSA operations.

The ALJ’s, by contrast, are not bound by the POMS and do not
use them in making disability decisions. Instead, ALJ’s rely on
their own interpretations of the social security law and regulations,
the social security rulings and the Office of Hearings and Appeals
Handbook to adjudicate disability claims.

Key areas were identified where standards and procedures dif-
fered between State agencies and ALJ’s. According to the report:

In certain instances, as for example the definition of
“impairment not severe,” the actual definition contained
in the standards governing the ALJ’s and the DDS’s is not
precisely the same. In other instances, ALJ practices
result in findings that are not possible under the DDS
standards. Finally, in some areas the definitions contained
in the standards may be the same—the Medical Listin
are the primary case in point—but the procedures actually
used for evaluating evidence to determine whether or not
an individual’s impairment meets the definitions are often
quite different.

The findings of the Bellmon study tend to substantiate the con-
tention that part of the reason for reversals at higher levels of
appeal is that the cases are changing in nature and development.
In effect, “floating applications” are moving through the stages of
appeal. Reversals thereby lose meaning as an indicator of the cor-
rectness of lower level decisions. The study shows, for example,
that additional medical evidence, submitted after the stage of the

12 The full text of the report is reprinted in Appendix B.




68

State agency reconsideration decision, significantly affects ALJ al-
lowance rates. The ALJ allowance rate dropped from 46 percent to
31 percent when all evidence added after tf:e reconsideration deci-
sion was deleted. Of the sample cases with additional medical evi-

. dence (74 percent), in almost all cases the evidence pertained to a
previously alleged medical condition rather than to a new medical
condition. Such additional evidence concerning prior conditions
may have shown a change in the prior condition since the time of
the earlier decision or provided more extensive documentation of
the condition as it existed at the reconsideration level.

Concerning the evaluation of medical evidence, the report re-
veals that the physician involved in the State disability determina-
tions and the ALJ involved in the appeal evaluate medical evi-
dence in a qualitatively different way. The State DDS physician
must make an independent judgment of the evidence provided as to
whether the findings indicate the claimant is or is not severely im-
paired. ALJ’s, on the other hand, do not tend to make independent
evaluations of medical evidence, but rely more heavily on the con-
clusions reached by the treating physician or consulting physician
that a claimant is “disabled” or ‘“unable to work."”

The findings of the Bellmon Report also suggest that the in-
person appearance of claimants and terminated beneficiaries at
ALJ hearings may contribute to the high reversal rate. The ALJ
hearing is the first time that the claimant appears before a deci-
sion-maker. As part of the study, all information related to the ap-
pellant’s face-to-face contact was removed from a sample of case
folders and these folders were then distributed to other ALJ’s for
readjudication based on the case record. The original ALJ allow-
ance rate of more than 60 percent dropped to 46 percent when the
in-person information was removed from the case.

That in-person appearances make a difference in ALJ decisions
should not be surprising. On a number of occasions, SSA has ex-
perimented with in-person appearance at the reconsideration level.
While the results of these studies vary, they generally show that
the allowance rate increases when the decision process includes a
face-to-face appearance by the claimant. There could be a variety of
reasons for this effect. For one, the decision-maker can see fiist-
hand the claimant’s appearance and functional limitations. A more
subjective emotional effect—sympathy for an individual who ap-
pears to be severely impaired—may also be present.

Still another factor which may be of importance at the ALJ
hearing stage is the representation of some claimants by lawyers or
other advocates. In fiscal year 1981, 71 percent of claimants were
represented at the ALJ hearing. In those cases where representa-
tives were present, the ALJ allowance rate was 61 percent, as com-
pared to an allowance rate of 48 percent when representatives
were absent. A higher rate of allowance on the part of ALJ’s may,
in part, simply reflect the higher level of representation at that
stage of the appeals process and the consequently greater develop-
ment of cases. (To some extent, the higher rate of allowance for
claimants represented by lawyers may reflect some degree of selec-
tivity on the part of the lawyers in accepting claims which are
more likely to be successful.)

|5 A
—_—
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On the whole, the Bellmon Report presents strong evidence that
there is a significant lack of uniformitg in the disability determina-
tion process—both between stages of decision-making and between
ALJ’s. The fact that large numbers of beneficiaries terminated
under the CDI review process are having their decisions reversed
on appeal may simply be further evidence to this effect—rather
than an indictment of State agency decisions.

C. Other Problems in the Hearings Process

Other problems in the hearings process that have been noted
over the years (and that may become matters of more significant
concern under the ongoing review of continuing eligibility) are the
slowness of decision-making at the ALJ stage and the inconsisten-
cies that arise amox’llg ALJ decisions. ,

As illustrated in Tables 24 and 25, the hearings workload has in-
creased considerably since 1970. In that year, there were only
14,000 requests for hearings. Black Lung cases, as well as the
growing number of social security DI cases, swelled this to 104,000
requests by 1972. There were 282,000 requests in 1981. OHA esti-
" mates that the number of requests for ALJ hearings will rise to
326,300 and 415,700 in fiscal years 1982 and 1983, respectively. Part
of this projected increase will be due to the implementation of the
periodic review mandated in the 1980 disability amendments.
Charts 5 and 6 illustrate the steady increase in the number of ap-
peals requested and processed per ALJ.

The number of cases pending at the end of the year has generally
remained relatively constant, at least until fiscal year 1975, as shown
in Chart 7. Recent data indicate that the backlog of cases may be re-
suming its upward climb, reflecting the upsurge in the number of
hearing requests. The result is that the number of cases pending per
ALJ has reached an all time high—188 cases at the end of fiscal year
1981. The average time requiring until the ALJ decision is reached—
after the hearing is requested—is 165 days.

TABLE 24.—REQUESTS FOR ALJ HEARINGS—RECEIVED, PROCESSED, AND PENDING TOTAL

CASES!
R n
Fiscal years rmg Processed Pefo\?:yg“()end
1960 ... oot eeeees e s 13,778 20,262 5,959
1965 ....omerrreeeeereeeisessssssesssse e sssse s 23,323 23,393 6,454
1966.......ceeeree e ssenenae 22,634 23,434 5,654
1967 .ot es e ee s eas e 20,742 20,081 6,315
1968 ..o sereeese s eeesenne 26,946 25,939 1,322
1969....... e 34,244 31,912 9,654
1970 e eeseee e eesemsseseenes 42,573 38,480 13,747
) K. 1 2RSSO 103,691 61,030 63,534
1974 ... eeeeseesasseseees 121,504 80,783 77,233
L L SO 154,962 121,026 111,169
1976 (15 MO ceorveeneeeceeseeseeeseee 203,106 229,359 84,916
) L ) TN 193,657 186,822 91,751
BO78 ..ot eeeenenene 196,428 215,445 14,747
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TABLE 24.—REQUESTS FOR ALJ HEARINGS—RECEIVED, PROCESSED, AND PENDING TOTAL

CASES—Continued
Fscal years o Poossad PR
L1 7 OO 226,200 210,775 90,212
1980.......ooeerceeertcrrerces s raseens 252,000 232,590 109,636
L9 ...t esans 281,700 262,609 128,164
L 2 326,300 300,000 2155064

Yincludes DI, 0ASI, SSI, and Black Lung cases.
Source: Estimate provided by SSA, OHA, July 1982.

TABLE 25.—HEARINGS AND APPEALS STATISTICS, FISCAL YEARS 1973-81

Average
Average  porage  Average number of
Fiscal year number o support iz reo“g{:{;gﬂ;e, dspastons | cases

duty 1 fatio # AU per AL penting per
1973 s 420 2.2 172 163 117
1974 478 2.7 254 169 122
1975 oo 391 29 262 205 173
1976 ..o 647 36 244 217 153
1977 e 629 38 308 297 136
1978 ..., 657 39 299 328 128
1979 e, 695 43 345 322 141
1980.......oeoee, 669 44 3n 333 169
1981 ..., 699 44 403 376 188

1 Beginning m hscal year 1978 includes regional chef ALJ's. Begining March 1981 inciudes ALJs on detail
trom XC. AU average dispesitions are calculated to include the 9-month learning curve for new ALs.
‘Permanent staft fiscal year 1973-78. beginning fiscal year 1979 includes ALJ temporary positions.

Source: SSA, Office of Hearings and Appeals. 1982.
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CHART 7
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According to the Director of the Office of Hearings and Appeals,
SSA intends to approach the problem of the rising caseload in two
ways: Increasing the productivity of the staff carrying out the hear-
ing process, while increasing the size of the hearing office staff. In
testimony submitted before the House Social Security Subcommit-
tee in October 1981 SSA stated:

Large numbers of both ALJs and support personnel are
needed for the hearing offices. We will hire more than 100
additional ALJs this year, expanding and maintaining the
size of the corps to 800 members. Under current practices,
of course, we only use OPM<ertified ALJs for hearing and
deciding cases. . . .

We will also hire additional employees to fill support po-
sitions to raise the national level of support staff to ALJs
from its present level of 4.5:1 to 5:1. These additional em-
ployees will further permit ALJs to devote their time
almost exclusively to hearing and deciding cases.

In the last six years, the number of AlJs has increased
by approximately 17 percent. During the same period of
time, the number of dispositions per ALJ has doubled. In
fiscal year 1975, the average disposition rate was 16
cases per month. During the first eleven months of fiscal
year 1981, it was 32 per month. Even with an additional
100 ALJ’s we estimate that caseload increases will require
gnAUaverage disposition rate of about 45 cases a month per
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Prior efforts of the Office of Hearings and Appeals to “increase
ALJ productht have often proved to be highly controversial
with the ALJ’s. tabhshmg case processing goals and trying to in-
fluence staffing patterns in individual ALJ operations have
prompted charges by judges that their independence was being un-
dermined and that such moves would or could affect adversely the
quality of their decisions.

The ALJ decxsxon-makmg process still remains highly individual-
ized. The ALJ’s develop and decide cases in very different ways.
They differ markedly in the way they use support staff. Some
ALJ’s write their own decisions, while some delegate this function
to a hearing assistant, or others to a staff attorney. Some ALJ’s
play a major role in developing cases while others rely on support
staff to do this. Some rely heavily on the use of medical consulta-
tive examinations, while some make less use of this possible source
of additional evidence. ALJ’s also vary in the use they make of the
expertise of vocational specialists.

Production rates for ALJ’s also vary considerably as illustrated
in the following table. About 16 percent of ALJ’'s processed fewer
than 300 cases a year in fiscal year 1981; 39 percent processed more
than 400.

TABLE 26.—AU PRODUCTION RATES—FISCAL YEAR 1981 !

Total cases processed Nugube; of Pexﬁqg of

020 300 CASES....... e ee et se e 95 16
301 10 350 CASES..........oeoeee e eer e 115 19
350 10 400 CASES.........voeeeeeeeee e 159 26
Q01 10 450 CASLS.......o..eeeeeeeeeeeeeeeeee e ee e 116 19
451 10 500 CASES..........eoeeeeeeeeeee e ee s araeenn 64 10
501 Cases and QDOVE ............cv.veeeeeeeeeeeeeeeeeeee s 63 10

| (1171 SO SOV 612 100

! Includes only those ALJ's who were fully trained and on duty the entire fiscal year.
Source: Social Secunty Administration.

ALJ’s have also been subject to criticism for the relatively wide
variation in their reversal rates. As shown in Table 27, during
fiscal year 1980, 34 percent of ALJ’s awarded claims to 49.9 percent
or less of the disabled workers whose cases they decided, 51 percent
of ALJ’s awarded claims to from 50 to 69.9 percent, and 15 percent
of ALJ’s awarded claims to 70 percent or more. As noted earlier,
the percentage of hearings that result in a reversal (an allowance
of benefits) has been increasing. In 1970 the DI reversal rate was
42 percent. The ALJ reversal rate increased to 49 percent in 1975
and by 1978, it increased to more than half, or 51 percent of all
cases (see Table 20). In 1980 the ALJ allowance rate reached an all
time high of 58 percent. The most recent data from the Office of
Hearings and Appeals indicates that it may now be declining.

e e et e ot i PSRN
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TABLE 27.—REVERSAL RATES OF ADMINISTRATIVE LAW JUDGES, FISCAL YEAR 1980

Reversal rate in percent N‘m’:’,“ Per %"‘ al
080 9.9 oottt s tases | S
J0 20 1.9 oot rass s senenae 3 1
2010 29.9 ...ttt et rans 17 3
3010399 ... esa e ne et aes s ees 50 8
B0 80 49.9 ..ot sase 129 22

9010 539 ..ot rensea e 157 26
B0 10 639 ...cooee ettt 150 25
020 79.9 oot ssssesesessie s ssssnima s 69 12
B0 10 89.9 ...t 18 3
90 10 100 ..........coooeeeeeeeer e Do

1 Based on the 595 ALJ's on duty for the full year.

| Scurce: Ways and Means Committee Print 97-3, “Status of the Disability Insurance Program,” March 16,
981.



VII1. GENERAL DESCRIPTION OF THE DISABILITY
DETERMINATION PROCESS AND PROCEDURES

A. The Definition of Disability

The Social Security Act contains a strict definition of disability
that is based on not only the severity of the disabling condition,
but also its impact on the individual’s ability to work. “Disability”
is defined in the Act as the inability to engage in any substantial
gainful activity by reason of a medically determinable physical or
mental impairment that has lasted, or is expected to last, at least
12 months, or is expected to result in death. The determination
must be made on the basis of medically acceptable clinical and lab-
oratory diagnostic techniques.

The 1972 amendments, which established the SSI program, pro-
vided for the use of this same definition. (Some small changes were
made for SSI by the 1980 amendments as to what constitutes ‘‘sub-
stantial gainful activity”.) Thus, persons applying for disability
benefits must generally meet the same definition of disability
under both the social security DI program and the SSI program.

The definition of disability, in title II of the Social Security Act,
reads as follows:

Sec. 223 * * *
(dX1) The term ‘“‘disability”’ means—

(A) inability to engage in any substantial gainful activity
by reason of any medically determinable physical or
mental impairment which can be expected to result in
death or which has lasted or can be expected to last for a
continuous period of not less than 12 months; or

(B) in the case of an individual who has attained the age
of 55 and is blind (within the meaning of “blindness”’ as
defined in section 216(iX1)), inability by reason of such
blindness to engage in substantial gainful activity requir-
ing skills or abilities comparable to those of any gainful ac-
tivity in which he has previously engaged with some regu-
larity and over a substantial period of time.

(2) For purposes of paragraph (1XA)—

(A) an individual (except a widow, surviving divorced
wife, or widower for purposes of section 202 (e) or (f)) shall
be determined to be under a disability only if his physical
or mental impairment or impairments are of Such severity
that he is not only unable to do his previous work but
cannot, considering his aiel, education, and work experi-
ence, engage in any other kind of substantial gainful work
which exists in the national economy, regardless of wheth-
er such work exists in the immediate area in which he

(15)

9%6-297 0—82—6
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lives, or whether a specific job vacancy exists for him, or
whether he would be hired if he applied for work. For pur-
poses of the preceding sentence (with respect to any indi-
vidual), “work which exists in the national economy”’
means work which exists in significant numbers either in
the region where such individual lives or in several re-
gions of the country.

(B) a widow, surviving divorced wife, or widower shall
not be determined to be under a disability (for purposes of
section 202(e) or (f), unless his or her physical or mental
impairment or impairments are of a level of severity
which under regulations prescribed by" the Secretary is
deemed to be sufficient to preclude an individual from en-
gaging in any gainful activity.

(3) For purposes of this subsection, a “‘physical or mental impair-
ment” is an impairment that results from anatomical, physiologi-
cal, or psychological abnormalities which are demonstrable by
medically acceptable clinical and laboratory diagnostic techniques.

(4) The Secretary shall by regulations prescribe the criteria for
determining when services performed or earnings derived from
services demonstrate an individual’s ability to engage in substan-
tial gainful activity. No individual who is blind shall be regarded
as having demonstrated an ability to engage in substantial gainful
activity on the basis of earnings that do not exceed the exempt
amount under section 203(fX8) which is applicable to individuals de-
scribed in subparagraph (D) thereof. Notwithstanding the provi-
sions of paragraph (2), an individual whose services or earnings
meet such criteria shall, except for purposes of section 222(c), be
found not to be disabled.

(5) An individual shall not be considered to be under a disability
unless he furnishes such medical and other evidence of the exist-
ence thereof as the Secretary may require.

The State agencies, administrative law judges, and others in-
volved in disability decision-making are directed how to apply the
definition of disability by detailed Federal regulations, rulings, and
administrative policy guidelines.

B. The Sequential Steps Taken in Determining Disability

In making the disability determination, the adjudicator is re-
quired to look at all the pertinent facts of a particular case. Cur-
rent work activity, severity of impairment, and vocational factors
are assessed in that order. (See chart 8.) Detailed regulations set
forth the medical and vocational factors that must be considered,
and state that when a determination can be made at any step, eval-
uation under a subsequent step is unnecessary. As a result, a dis-
ability determination may be based on medical considerations
alone, or on medical considerations and vocational factors.
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Step 1: The first step is to determine whether the individual is
currently engaging in substantial gainful activity (SGA). Under
present administrative practice, if an individual is actually earning
more than $300 per month he is considered to be engaging in sub-
stantial gainful activity. Earnings below $190 a month are general-
ly regarded as not constituting SGA. Earnings between these two
amounts must be evaluated further. If it is determined that the in-
dividual is engaging in substantial gainful activity, a finding is
made that the individual is not disabled (and benefits are either
denied or terminated) without consideration of medical or vocation-
al factors.

Step 2: If an individual is not engaging in substantial gainful ac-
tivity, the second step is to assess whether the individual has a
severe impairment. Under the regulations, if an individual is found
not to have an impairment which significantly limits his physical
or mental capacity to perform basic work-related functions, a find-
ing must be made that there is not a severe impairment and that
the individual is not disabled. Vocational factors are not to be con-
sidered in such cases.

Step 3: If the individual is found to have a severe impairment,
the next step is to determine whether the impairment meets or
equals the medical listings which have been developed by the
Social Security Administration for use in determining whether a
condition constitutes a disability. If the impairment meets the 12.
month duration requirement and is included in the medical list-
ings—in which case it “meets” the listings—or if the impairment is
determined to be medically the equivalent of a listed impairment—
it “equals the listings’’—a finding of disability must be made with-
out consideration of vocational factors.

Step 4: In cases where a finding of “disability” or “no disability”
cannot be made based on the substantial gainful activity test or on
medical considerations alone, but the individual does have a severe
impairment, the individual's residual functional capacity and the
physical and mental demands of his past relevant work must be
evaluated. If the impairment does not prevent the individual from
meeting the demands of past relevant work, there must be a find-
ing that the individual is not disabled.

Step 5: The final step is consideration of whether the individ-
ual’s impairment prevents other work. If the individual cannot per-
form any past relevant work because of a severe impairment, but
he is able to meet the physical and mental demands of a significant
number of jobs (in one or more occupations) in the national econo-
my, and the individual has the vocational capabilities (considering
age, education and prior work experience) to make an adjustment
to work different from that which he has performed in the past, it
must be determined that the individual is not disabled. If these
conditions are not met, there must be a determination of disability.
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C. Case Development

1. INITIAL CLAIMS DEVELOPMENT

The development of evidence to support or refute a claimant’s al-
legation of disability begins with the initial interview conducted at
the time the application for DI benefits is filed. (See Chart 9.) In
the Social Security Administration district office the claims repre-
sentative records information pertaining to the claimant’s work
history in order to establish whether or not the claimant has suffi-
cient quarters of coverage to be insured for DI benefits. At the
same time, the SSA staff person either completes or assists the
claimant in completing a ‘“Disability Report” form (reprinted in
Appendix C). This form has the following parts:

@ Claimant’s statements with regard to the nature of his or her
illness or injury, and the limitations imposed by iilness or injury,
including limitations on work activity.

® Information about medical treatment and possible sources of
medical records.

@ Information about daily activities (e.g., shopping, visiting, driv-
ing a car).

@ Information about education and training.

® Work history for the past 15 years.

® Any additiona: information the claimant believes may be
useful in evaluating the existence of a disabling condition.

@ SSA claims representative's observations as to apparent physi-
cal or mental impairments including possible need for some other
person to assist claimant in pursuing his or her claim.

Unless there 18 serious doubt about the claimant's insured status
or ability to meet other nondisability eligitility requirements, the
disability report form 18 forwarded immediately to the State dis-
abiiity determination service so that development of medical evi-
dence can begin. In the rneantime, the social security district office
vbtains the worker's earnings record in order to document insured
slatus.

State agency personnel in the disabiiity determiration service
then make every effort 10 vbtain 'medical evidence uf record” from
ihe Liaunant 3 own atiending physician, from hospitals, laborato-
7.8, clincs. vocational rehabiitation agencles, or from the records
hept by sther Federal or State prugrams. In addition, information
Tay De suught ‘rom heasth practitiovners cther than physicians—
JEYUNUIUEISIE. plomelrisis, audiviogisis, churopractors, ete. In com-
Tanilies anere 2 Jusified psychologist or psychiatrist is not readi-
V alanabie. an nle  Jence lest admirustered by a vocational reha-
Dolleion cuLanseror. edutational psycholugist, ewc. may be accept-
2016 as wvraerne of wevere mentat reficrency
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. The claimant’s own attending or treating physician is usually the
primary source of medical evidence. The disability determination
service contacts physicians and hospitals either by mail or by tele-
phone and explains the need for the claimant’s medical records and
the availability of reimbursement from the Government for the
costs of photooopf'ing and postage. If for some reason beyond the
claimant’s control, such as the death or noncooperation of his phy-
sician, he is unable to obtain medical evidence, SSA may purchase
an examination for him—but only if there is no other evidence of a
severe impairment in the file.

If the disability determination service finds the medical evidence
obtained from the claimant’'s physician and other sources to be in-
sufficient or inconclusive, given the specific kinds of information
needed with respect to the alleged impairments, then the State can
hire a physician to conduct an additional medical examination,
called a ‘“‘consuitative examination.” This may be only a limited
supplemental medical test or a full-scale examination, depending
on the completeness of the material already in the claimant’s file.
According to the operating instructions issued by SSA, the claim-
ant’s doctor ‘‘is ordinarily the preferred source” of consultative ex-
aminations, although he is not used if: (1) he prefers not to do the
examination; (2) the claimant prefers another doctor; (3) the physi-
cian’s reliability or competence is in doubt; (4) evidence from the
attending physician will not help to resolve discrepancies in the
file; or in certain other circumstances.

State agency personnel contact both the physician and the claim-
ant in order to arrange for the examination, explaining to each
what is expected of him. If the claimant refuses to report for the
examination, his claim is not automatically denied, but is decided
based on the other evidence in the file. Claimants who are too ill to
travel may be examined in their homes or in institutions. In prac-
tice, States purchased consultative examinations in 39.5 percent of
initial determinations (DI, SSI, and concurrent) conducted from Oc-
tober 1, 1981 through May 28, 1982 and this rate has been increas-

ing.

%n addition to the medical evidence of record obtained by the
State agency (sometimes with the help of the social security district
office or the claimant himself), any additional evidence submitted
on the initiative of the claimant is included in the file. It is taken
into consideration in the determination of disability, although the
cost of providing such evidence is reimbursable only if the State
agency finds the unsolicited evidence ‘‘useful in adjudication” of
the claim.

At the same time that medical evidence is being sought, the dis-
ability determination service will decide, based on the circum-
stances of the case, whether detailed information about vocational
factors—age, education, and work experience—is likely to be
needed in order to reach a final decision. If so, the claimant is con-
tacted, usually by telephone, and asked to provide answers to ques-
tions listed on a “Vocational ge;rort" form (reprinted in the Appen-
dix C). This form contains detailed questions about the specific jobs
held by the claimant (in most cases during the prior 15 years) and
the physical and mental demands of those jobs. The claimant is
also given.the opportunity to make any additional remarks he or
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she may want to about his work history or other circumstances re-
lating to his disability claim. If judged necessary in order to com-
plete the picture of the claimant’s work history and capacity to
work, evidence can be sought from vocational rehabilitation coun-
selors or independent vocational consultants.

If the State disability determination service denies the claim,
either at the initial level or upon reconsideration, additional medi-
cal and/or vocational evidence may be sought by officials reviewing
the case or provided by the applicant as it moves through the
appeal process.

The procedures used in title XVI SSI disability cases or in con-
current cases are very similar. In SSI, claimants may be able to re-
ceive benefits based on a finding of “presumptive disability’” if
their impairments, as reported by the applicant or as observed by
the social security district office personnel, are so severe that a
finding of disability seems almost certain. Benefits based on pre-
sumptive disability can only be paid if all nondisability eligibility
requirements have been met and must end as soon as the State
agency makes its disability determination or after three months,
whichever comes first. Presumptive disability payments allow cer-
tain severely disabled needy individuals to receive assistance while
the normal medical evidence gathering and evaluation procedures
described above are under way in the State disability determina-
tion service. They are not subject to repayment, even if the claim-
ant is ultimately found not to be disabled.

2. CONTINUING DISABILITY CASE DEVELOFMENT

According to SSA guidelines, “the development process and evi-
dentiary requirements that apply in determining initial disability
also apply in determining whether disability continues, however,
the development of medical evidence is basically an updating proc-
ess.” When a beneficiary has been selected for a continuing disabil-
ity investigation, he is usually contacted first either by telephone
or by mail. (See Chart 10.) If the contact is made by telephone, a
State agency staff person explains the reason for the review and
the possibility that benefits may be terminated if the individual's
condition is no longer disabling and asks a series of questions the
answers to which are recorded on a ‘‘Report of Continuing Disabil-
ity Interview” form (reprinted in Appendix C). This form contains
questions pertaining to:

® Medical care and treatment, periods of home confinement, and
school attendance (for disabled children).

® Daily activities, such as walking, household chores, etc.

® Changes in condition, including ability to return to work.

@ Efforts to work, if any.

@ Participation in vocational rehabilitation.
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@ Any additional comments the beneficiary would like to make
with respect to his continuing disability.

@ In the relatively rare case in which the SSA district office as-
sists the beneficiary in completing the form, the SSA staff person’s
observations about the appearance and behavior of the beneficiary
that may bear on his continuing disability.
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When the form has been completed, a copy is forwarded to the
individual for him to make any needed revisions, sign, and return.
If the information is obtained by mail, a similar form called a
“Social Security Disabled Person Report” is used. If the form is not
returned promptly (within about 10 days), the State agency follows
up by calling or writing the claimant. If their follow-up etforts are
unsuccessful, the social security district office is asked to help. SSA
guidelines require that “attention be given to the possibility that
the very nature of the beneficiary’s impairment may be a valid
reason?:)r preventing cooperation.” In such cases if evidence in the
file supports that fact, benefits may be continued. However, failure
of the beneficiary to cooperate in obtaining current medical evi-
dence usually results in a cessation of benefits.

In continuing disability reviews, the State agency seeks medical
evidence from all sources which have treated the individual during
the past year, before soliciting or purchasing other medical evi-
dence. If additional medical evidence is needed, the State agency
next seeks out and purchases medical evidence of record—a report
of a recent examination conducted by the beneficiary’s physician,
or by a hospital, clinic, etc. In addition, the beneficiary may submit
unsolicited medical evidence. Such evidence is considered, insofar
as it does not simply duplicate other evidence in the file, but the
costs of providing it are only reimbursable if the unsolicited evi-
dence is useful in adjudicating the claim.

When there is a conflict between the medical evidence of record
and the individual’s statements, or if the available evidence is not
sufficiently detailed, a consultative examination is obtained. As in
initial determinations of disability, the beneficiary’s own attending
physician can be given preferred consideration in the selection of a
physician to conduct a new medical examination as of a con-
tinuing disability review. The State agency is required to explain to
the Physician that his report could be the basis for a decision that
would result in the termination of his patient’s disability benefits.
When the attending physician objects to performing the examina-
tion, other examination sources are sought. According to the Social
Security Administration, State agencies purchased consultative ex-
aminations for 55.5 percent of the continuing disability investiga-
tions conducted from October 1, 1981 through May 28, 1982 (includ-
ing D}, SSI, and concurrent cases). (In practice, program officials
feel that consultative examinations are most often purchased from
sources other than the treating physician.)

Development of vocational information may be very important in
a continuing disability investigation, even if vocational factors were
not involved in the original determination of disability. In order to
complete the vocational development, the State agency must obtain
a complete history of the beneficiary’s work activity for the 15

ears prior to the time of the continuing disability investiiation:
i{‘hls' may require only an updating of material already in the file
or completely new information. This information may be obtained
from the beneficiary, from a vocational rehabilitation agency, or
occasionally from other sources. In addition, the State agency must
investigate whether the beneficiary is participating in vocational
rehabilitation, since under the 1980 amendments there are circum-
stances under which benefits may continue after the impairment
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ceases, if the beneficiary is participating in an approved VR pro-

am.

The development of medical and vocational evidence in SSI and
concurrent DI/SSI continuing disability reviews is very similar to
the process described above for DI cases. Information from the cur-
rent treatment facility is to be obtained when drug addicts and al-
coholics on SSI are subject to a continuing disability review. Par-
ticipation in a treatment program does not necessarily mean that
the recipient is either disabled or not disabled under the law.

Under SSA’s due process procedures, beneficiaries are given an
additional opportunity to submit evidence of their continuing dis-
ability if the decision has been made that they are no longer eligi-
ble to receive DI benefits. Notices of SSA’s intent to terminate
benefits are also sent to beneficiaries who have failed to cooperate
in the investigation and to beneficiaries whose allegations about
their condition conflict with the medical and vocational evidence.
SSA gives fifteen days after mailing a written notice for the benefi-
ciary to respond in writing; if he or she indicates a desire to obtain
and submit additional evidence, he or she may be granted an addi-
tional 10 days to do so. After this evidence has been evaluated, a
formal determination is sent to the beneficiary stating whether
benefits will cease or continue.

If benefite are terminated, both the beneficiary and the officials
receiving the case on appeal may obtain additional medical and vo-
cational evidence at any stage of the appeal process—prior to
reaching the Appeals Council.

Due process procedures are somewhat different for SSI and con-
current cases. The most important difference is that in SSI cases,
because of the Supreme Court decision in Goldberg v. Kelly, bene-
fits may not be terminated for medical reasons until the benefici-
ary has been given an opportunity for an oral evidentiary hearing.
In such cases, there is no formal reconsideration, but the case may
proceed directly to an ALJ, where the beneficiary has the opportu-
nity to submit additional evidence. This continuation of benefits is
required because SSI payments are based on need.

D. Initial and Appellate Stages of Decision-Making

The disability claims process is identical for applicants of both DI
and SSI. Briefly, an applicant files his claim at a local social secu-
rity office. The information taken at the social security office is
sent on to a State disability agency, which determines on the basis
of this and any additional evidence it may require whether the
person meets the definition of disability. If the claim is denied, it is
reconsidered by the State agency, upon request of the claimant. A
claim which is denied at the reconsideration level may, upon
appeal, receive a hearing by an administrative law judge (ALJ). If
the ALJ denies the claim, an additional level of appeal can be
made to the Social Security Administration’s Appeals Council.
And, finally, if still dissatisfied, a claimant may appeal the decision
in a Federal district court. Thus, the determination of whether an
individual meets the definition of disability may involve five differ-
ent steps, including four levels of appeal. (See Chart 11.)
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Other DI and SSI claims (old age and survivors insurance and
SSI claims on the basis of age) follow the same steps, excluding, of
course, the State agency determination of disability. However,
more than 95 percent of the claims that proceed through the ap-
peals system involve the issue of disability. Therefore, whenever
the claims and appeals process ‘is criticized on the basis of quality
of decisions, complexity of system, and length of process, it is ordi-
narily a disability case that is involved.
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CHART 11

STAGES OF Di>ABILITY DECISION-MAKING

Time allowed

Average time

Administered to request from request ) ,
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INITIAL CLAIM OR SSA District Office
CONTINUING DISABILITY or State Agency (DDS)* 60 days 46 days
INVESTIGATION
4
RECONSIDERATION State Agency (DDS)* 60 days 39 days
y
HEARING SSA's Administra- 60 days 165 days
tive Law Judges
y
APPEAL SSA's Appeals 60 days 66 davs2/
Council
4
FEDERAL COURT Federai Court -- Not
REVIEW System Available

*Disability Determination Service.

Y ror DI cases including the DI portion of & concurrent case.

2/ Includes DI, OA3I, SSI and Black Lung cases.
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In recent years, the system has had to handle a vastly larger ca-
seload than was the case in the early years of the program. In
1962, for example, there were about 440,000 disabled worker appli-
cations received in social security district offices. In fiscal year
1982, there will be about 1.3 million DI cases, and more than 1.1
million SSI disability and blindness applications of which 30 per-
cent are expected to be appealed. The structure and procedures of
each decision level are discussed briefly in this section.

1. INITIAL DETERMINATION BY SSA DISTRICT OFFICES AND STATE
AGENCIES

Applications for DI and SSI disability benefits are filed by claim-
ants in one of SSA's district offices. The district offices accept ap-
plications, obtain the names of the physicians, hospitals or clinics
that have treated the claimants, and make all the nonmedical eligi-
bility determinations based on such factors as insured status, work
activity, and for SSI claims, income and resources. If the claim is
denied because the applicant does not meet these nonmedical eligi-
bility requirements, a formal notice is sent.

A claimant’s application, any medical records he or she may
have provided, lists of sources of medical evidence, and other back-
ground information obtained during the district office interview
are forwarded to the disability determination service (DDS) in the
individual’s home state. The DDS’s are State agencies and are usu-
ally components of State vocational rehabilitation agencies. Their
total operating costs are paid by SSA.

As previously explained, the DDS requests detailed medical re-
ports from physicians who have treated the claimant/beneficiary.
These reports largely consist of clinical and laboratory findings in
the files of treating physicians. However, if sufficient medical infor-
mation cannot be obtained in this manner, the DDS may purchase
a consultative examination—that is, ask the claimant to be seen b
a private physician selected by the DDS. The DDS may also see
more information pertaining to the claimant’s education and work
experience from the claimant.

After the required evidence has been obtained, a two-person DDS
team consisting of a physician and a lay disability examiner makes
a decision on the claim. The DDS physician determines from the
medical evidence the extent to which physical or mental limita-
tions exist and whether the impairment meets or equals the medi-
cal listings published in regulations. (The medical listings and voca- .
tional factors are disc in Section IX of this print.) The medical
listings describe specific diagnostic signs, symptoms, and clinical
laboratory findings for various common impairments which are
considered severe enough to prevent a person from doing any gain-
ful activity on an ongoing basis. If the claimant is not found to be
disabled on the basis of the medical criteria in the listings, a deter-
mingtion is made of the claimant’s physical and mental ability to
perform various types of work-relatecf functions.

The DDS lay examiner determines whether, with those limita-
tions, the claimant can or cannos perform substantial gainful activ-
ity in jobs that exist in the national economy, based on the claim-
ant’s age, education, and work experience. DDS determinations are




91

then issued as Federal decisions and the claimant is notified of the
decision. The average time for processing a DI claim—from receipt
of application through the initial determination—is 46 days. If the
claim is denied, the formal notice indicates why and advises the ap-
plicant of his or her appeal rights.

If the decision is to terminate benefits of an existing beneficiary,
benefits are payable for the month in which the disability ceased or
was found not to exist, and for 2 additional months. Under a proce-
dure recently adopted by the Administration, which applies in
cases of medical determinations, benefits are now being paid for
the month in which the reviewed beneficiary receives notification
that he no longer meets the eligibility requirements (the month of
cessation) and for 2 additional months. He or she is not held ac-
countable for overpayments prior to the time of review and notifi-
cation.

2. RECONSIDERATION BY STATE AGENCIES

Claimants whose applications are denied, as well as beneficiaries
who have been terminated, have a right to have their claims recon-
sidered. They must file for reconsideration within 60 days after re-
ceiving notice of the denial. The reconsideration decision is also
made by the DDS. The reconsideration decision process is similar
to the initial disability decision process except that, after the dis-
trict office updates the claimant’s file, a different DDS team from
that which made the original denial reviews the claim. New evi- -
dence is admissible, as it is at any stage of appeals prior to the Ap-
peals Council. If denied again, the claimant is given notice and ad-
vised of further appeal rights. The average time for processing a DI
reconsideration request is 39 days.

Amendments in 1976 reduced the period for requesting reconsid-
eration from 6 months to 60 days. Since then, the number of deci-
sions reversed on reconsideration has declined sharply, although
many other factors could have contributed to this decline.

3. HEARING BEFORE AN ADMINISTRATIVE LAW JUDGE

If the DDS reconsideration team upholds the initial denial or ter-
mination, the claimant may request a formal hearing before an ad-
ministrative law judge in the SSA Office of Hearings and Appeals
(OHA). A request for the hearing must be filed within 60 days after
receiving notice of the reconsideration determination. These re-
quests are forwarded to one of SSA’s hearing offices located across
the Nation and are assigned to individual ALJ’s.

The ALJ is responsible for perfecting the evidentiary record,
holding face-to-face nonadversary hearings and issuing decisions.
At the hearing, the claimant appears for the first time before a de-
cision-maker. The ALJ may request the appearance of medical and
vocational experts at the hearing and can require claimants to un-
dergo consultative medical @xaminations. Claimants may submit
additional evidence, produce witnesses, and be represente! by legal
counsel or lay persons. There is no charge for requesting a hearing.
The average time for processing a hearing request for a DI case is
currently 165 days.

9%-297 0—82—1
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4. APPEALS COUNCIL REVIEW

Following an ALJ decision to deny a claim, the claimant may,
within 60 days after receiving notice, request the Appzals Council
to review the decision. The Appeals Council is a 15-member body
located in the Office of Hearings and Appeals. The Appeals Council
may deny or grant a request for review of an ALJ action. If the
Council agrees to review, it may uphold or change the ALJ action
or it may remand the case back to an ALJ for further considera-
tion. It may also review any ALJ action on its own initiative (com-
monly referred to as “own motion review”’) within 60 days after the
date of the ALJ action. The Appeals Council review represents the
Secretary'’s final decision and is the claimant’s last administrative
remedy. The average time for an appeal decision is 66 days.

5. FEDERAL DISTRICT COURT

If the Appeals Council affirms the denial of benefits or refuses to
review the case, further appeal may only be made through the Fed-
eral district courts.

Increasingly, reversal of the Agency'’s final decision is being pur-
sued in a U.S. district court. Between 1955 and 1970, the total
number of disability appeals filed with Federal district courts was
slightly under 10,000 cases. In 1981 alone, approximately 9,000 dis-
ability cases were appealed to the district court level. As of June
30, 1982, there were 20,000 disability (DI and SSI) cases pending in
the Federal court system.

Caseload and actions at various stages of decisionmaking

As illustrated in Chart 12, there were 985,801 initial DI determi-
nations in fiscal year 1981. Of these, 30 percent were allowed and
70 percent were denied. Approximately 49 percent of those denied
asked for a reconsideration by the State agency; 29 percent request-
ed a reconsideration and then a hearing before an ALJ; 1 percent
appealed their denial all the way to the U.S. district courts. .

Of the 453,961 allowances in fiscal year 1981, 64.7 percent wer
allowed at the time of the initial determination; 9.4 percent were
allowed upon reconsideration by the State agency; 25.3 percent of
all allowances were made by the administrative law judges and the
remaining small percent of allowances were made by the Appeals
Council and the U.S. district courts.

The average processing time for initial DI determinations was
46.3 days in June, 1982. For the same month, DI reconsideration
cases were. on average, processed in 38.9 days. During May, 1982
the average processing times at the hearing level for DI, SSI and
concurrent cases were 165, 176, and 180 days respectively.

Comparable data is not available for CDI cases alone.
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CHART 12
TITLE Il

DISABILITY DETERMINATIONS AND APP )
FOR_INI APPLICATIONS +

985,801
Initial Disability
Detarminations, 336,358
State Agency Reconsiderations,
District Office State Agency
Allowed 13
308 Allowed 498 of denials
appealed
708 Denied Denied 87%
68%
of
denials
appealed
199,151
‘1'“: Mmini;tutivo
Appeals Law Judge
Council Decisions
Decisions ‘
a4 7 58% Allowed
Ramand to ALJ 7% <508 of denials
Allowed " appealed 420 Denied
Denied 89%
308 of
denials
appealed
Total Allowance 453,961
Percent of Total Allowa