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The Honorable Jim Bunning

Chairman, Subcommittee on Social Security
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House of Representatives

Dear Mr. Chairman:

In recent years, the Social Security Administration (ssA) has had difficulty
ensuring that people receiving disability benefits under the Disability
Insurance (D1) program are eligible for benefits. ssA is required by law to
conduct periodic examinations, called continuing disability reviews (CDR),
to determine whether a beneficiary has medically improved to the extent
that the person is no longer considered disabled. ssA is also authorized to
conduct CDRs on individuals receiving disability benefits under the
Supplemental Security Income (SsI) program, and recent legislation
requires CDRs for some who receive ssI benefits. Together, the programs
pay about $60 billion annually to 9 million disabled beneficiaries;' an
additional 1.6 million nondisabled dependents of DI beneficiaries also
receive benefits.

Programs of this magnitude require sound management to ensure that
funds are being spent as the Congress intended and to achieve the most
effective use of resources. Such management includes (1) monitoring the
disability status of all beneficiaries to help ensure program integrity and
(2) helping as many beneficiaries as possible to become self-sufficient by
determining their vocational rehabilitation (VR) service needs and
providing them assistance to enter or reenter the workforce. The amounts
in cash and medical benefits that beneficiaries can receive by age 65
average about $113,000 for ssI beneficiaries and about $225,000 for D1
beneficiaries.?

You asked us to provide information about the backlog of cases due for
CDRs under the DI program. We were also asked by the Chairman, Senate
Special Committee on Aging, to provide information on the CDR process
and how to improve it. As agreed with your office, we are providing the
same information to you and the Chairman, Senate Special Committee on

'We use the term beneficiary to refer to any individual who receives either DI or SSI disability benefits,
or both. About 1.1 million of the 9 million beneficiaries were concurrently enrolled in both programs.

2See Supplemental Security Income: Disability Program Vulnerable to Applicant Fraud When
Middlemen Are Used (GAO/HEHS-95-116, Aug. 31, 1995) and Social Security: Federal Disability
Programs Face Major Issues (GAO/T-HEHS-95-97, Mar. 2, 1995).
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Results in Brief

Aging, in separate reports.® Both reports also include information about
cases scheduled for cDRs under the ssI program. Specifically, we are
providing information on (1) the number and characteristics of individuals
who are due for CDRs, (2) how ssa selects individuals for and conducts
CDRs, (3) whether available resources are adequate for conducting required
CDRs, and (4) what potential options exist for improving the CDR process.
In addition, in our forthcoming report on ssA’s review of ssI recipients’
disability status, we will discuss ssA’s strategy for meeting new legislative
requirements for CDRs under the Ssi program.

To develop this information, we interviewed ssA and state disability
determination services officials and members of the National Academy of
Social Insurance (NAsI) disability policy panel. We analyzed extracts from
the ssa Master Beneficiary Record (MBR) and Supplemental Security
Income Record Description (SsIrRD) databases and electronic files provided
by the Office of Disability, which contained information on beneficiaries
who were due or overdue for a cDR in fiscal year 1996. We also reviewed
applicable laws and regulations and relevant ssA documents, including
procedures, guidance, work plans, budgets, and CDR costs. We reviewed
reports and papers by others, including the NASI disability policy panel and
its members. Furthermore, we reviewed the process SSA uses in
determining which beneficiaries should receive a CDR and the composition
of the formulas that process uses to estimate the likelihood of benefit
termination for beneficiaries. We also analyzed the electronic databases as
provided to us by ssa officials but did not evaluate the validity of the
databases or the ssA formulas used to estimate the likelihood of benefit
termination. Our scope and methodology are discussed further in
appendix L.

About 4.3 million DI and ssI beneficiaries are due or overdue for CDRs in
fiscal year 1996.* Of those reviews, about 2.5 million are required by law;
SsA has the authority but is not required to review another 1.8 million
beneficiaries. The typical beneficiary awaiting a CDR is middle-aged, is
disabled by mental illness, has been receiving benefits for at least 8 years,
and is overdue for a CDR by at least 3 years.

3See Social Security Disability: Improvements Needed to Continuing Disability Review Process
(GAO/HEHS-97-1, Oct. 16, 1996).

“Beneficiaries are “due” for a CDR if they are due in the current year; they are overdue if they were due
for a CDR in a previous year.
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Although many beneficiaries have limited potential for medical
improvement because of severe disability or terminal illness, the CDR
process provides SSA a means to ensure that only eligible people receive
benefits.? SSA typically performs CDRs on only a portion of those
beneficiaries who the agency determines are cost-effective to review, as
estimated by formulas ssA developed. ssA’s process for selecting
beneficiaries to receive CDRs, however, excludes approximately one-half of
beneficiaries who are due or overdue for a cDR—those who fall in the
middle group, between beneficiaries with the greatest and least likelihood
of benefit termination—and its formulas are not useful for a majority of
these beneficiaries. Recognizing that it needs to improve its selection
process, SsA is developing plans to include more beneficiary groups and is
making other process improvements to facilitate identifying beneficiaries
who may no longer be disabled and should be removed from the disability
rolls.

With funding that could exceed $4 billion over 7 years (1996 through 2002,
inclusive), ssa is developing a plan to eliminate the backlog of cDrs for
workers under the age of 59 in the DI program and to conduct CDRs that
have recently been required in the ssi program. To avoid continuing the
backlog, from 1996 through 2002, ssA will need to conduct about twice as
many CDRSs as it has conducted over the past 20 years combined. ssA will
likely face other challenges, including expanding the plan it is developing
to accommodate the additional ssI CDRs required by recently enacted
legislation and making the improvements to the CDR process that are
necessary to fully implement the plan. ssA’s plan to conduct CDRs on
8,182,300 beneficiaries in 7 years is ambitious. Furthermore, because ssa
has not completed incorporating new CDR requirements into its plan, it is
too early to tell whether authorized funding will be sufficient to conduct
all required cDrs. However, even if ssA could meet these challenges and
conduct these CDRs, it would still have to forgo conducting cDRs that are
authorized but not required for ssi beneficiaries and cDRrs for DI
beneficiaries that ssA currently excludes from the CDR selection process.

The workload challenges that SSA may encounter between now and 2002
and limitations in the existing CDR process suggest a need to examine
alternative means of conducting cDRs more cost-effectively. SsA estimates
that only a very small percentage of beneficiaries leave the program as a

5SSA performs two types of CDRs: full medical CDRs and mailer CDRs. Full medical CDRs are
labor-intensive reviews of beneficiaries’ employment and disability status. Mailer CDRs are
questionnaires through which the beneficiary provides medical care, health, and other information to
SSA. Mailer CDRs enable SSA to do more CDRs without performing the costlier full medical CDRs on
beneficiaries who have little likelihood of leaving the beneficiary rolls through medical improvement.
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Background

result of the current CDR process. Instead of requiring periodic CDRs on all
beneficiaries, a more cost-effective approach that imposed less rigid
requirements on who must be reviewed and how often might better serve
ssA’s needs. This would give ssa greater flexibility to concentrate its CDR
efforts on beneficiaries with the greatest potential for medical
improvement and subsequent benefit termination.

While ensuring that it performs CDRs cost-effectively, SSA must also ensure
program integrity. With more flexible scheduling of cDRs, ssA would also
need a process that both ensured that all groups of beneficiaries were
subject to selection for a cDR and provided more frequent contacts with
beneficiaries who were not selected. Although ssA would incur some
administrative costs to implement an alternative process like this, the
costs would likely be offset by a one-time net savings of over $1.4 billion
that would result from identifying ineligible beneficiaries and terminating
their benefits when they failed to respond to SSA’s CDR contacts.
Furthermore, ssa might be able to use the CDR process to strengthen its
return-to-work initiatives and help more beneficiaries move off disability
by using CDR contacts to assess beneficiaries’ work potential and help
them obtain the services they need to enter or reenter the workforce.

The DI and sSI programs are the two largest federal programs providing
assistance to people with disabilities. b1 is the nation’s primary source of
income replacement for workers with disabilities who have paid Social
Security taxes and are entitled to benefits. The DI program also pays
benefits to disabled dependents of disabled, retired, or deceased
workers—disabled adult children and disabled widows and widowers. SSI
provides assistance to disabled people who have a limited or no work
history and whose income and resources are below specified amounts.”
State disability determination service (DDsS) agencies, which are funded by
ssA, decide whether individuals applying for DI or sSI benefits are disabled.

Federal laws specify those who must receive cDRs. The 1980 amendments
to the Social Security Act require that SsA review at least every 3 years the

5The Social Security Act defines disability for adults in the DI and SSI programs as the inability to
engage in any substantial gainful activity because of any medically determinable physical or mental
impairment that can be expected to result in death or that has lasted or can be expected to last 12
months or longer. Individuals under age 18 are also covered under the SSI program if their physical or
mental impairments are of comparable severity. In this report, the term disabled includes individuals
classified as either blind or disabled.

"People over age 65 who are not disabled also receive SSI if their income and resources fall below
specified amounts. However, the nondisabled elderly receiving SSI are not included in this report.
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status of DI beneficiaries whose disabilities are not permanent to
determine their continuing eligibility for benefits. The law does not specify
the frequency of the required reviews for beneficiaries with permanent
disabilities. The Social Security Independence and Program Improvements
Act of 1994 requires that ssa conduct cDRs on one-third of the ss1
beneficiaries who reach age 18 and a minimum of 100,000 additional sst
beneficiaries annually in fiscal years 1996 through 1998. The 1996
amendments to the Social Security Act require that ssA conduct cDrs (1) at
least every 3 years for children under age 18 who are likely to improve or,
at the option of the Commissioner, who are unlikely to improve and (2) on
low-birth-weight babies within their first year of life. The 1996 legislation
also requires disability eligibility redeterminations, instead of CDRs, for all
18-year-olds beginning on their 18th birthdays, using adult criteria for
disability.®

State DDs agencies set the frequency of cDRs for each beneficiary according
to his or her outlook for medical improvement, which is determined on the
basis of impairment and age. Beneficiaries expected to improve medically,
classified as “medical improvement expected” (MIE), are scheduled for
review at 6- to 18-month intervals; beneficiaries classified as medical
improvement possible (MiP) are scheduled for review at least once every 3
years; and those classified as medical improvement not expected (MINE)
are scheduled for review once every 5 to 7 years.

For almost a decade, because of budget and staffing reductions and
competing priorities, SsA has been unable to conduct all the DI CDRs
required by the Social Security Act. Moreover, the agency has conducted
relatively few elective ss1 CDRs. (See tables III.1 and III.2 for numbers of
previous CDRs conducted and cDR funding.) In 1996, the Congress
authorized about $3 billion for cprs for fiscal years 1996 through 2002. In
addition, ssA plans to earmark over $1 billion in its administrative budget
for cDRs during that same time period.

DI and SSI
Beneficiaries Due for
CDRs Have Similar
Characteristics

The b1 and ss1 programs have about 4.3 million beneficiaries due or
overdue for a CDR in fiscal year 1996. About 2.5 million of these reviews are
required by law, including about 2.4 million DI cDRs and 118,000 SsI CDRs.
SsA is authorized, but not required by law, to conduct the remaining CDRs.

8The 1996 legislation also repeals the provision on CDRs for 18-year-olds in the 1994 legislation and
allows the disability eligibility redeterminations of 18-year-olds to count as required SSI CDRs.
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As shown in table 1, about half of all beneficiaries are awaiting cDrs, the
largest category of which is disabled workers receiving b1 benefits.’

Table 1: Beneficiaries Due or Overdue
for CDRs in 1996 Compared With Total
Disability Beneficiaries, by Program

|
Number of  Total disability

beneficiaries beneficiaries
due for CDRs as of January
Beneficiary description in FY 1996 1996

Disability Insurance program (includes beneficiaries receiving DI and SSI benefits
concurrently)

Disabled workers 1,991,529 4,300,720
Disabled widows and widowers of workers 69,105 177,820
Disabled adult children of workers 292,715 847,320
Subtotal 2,353,349 5,325,860
Supplemental Security Income program

Disabled adults 1,393,693 2,617,920
Disabled children 515,7392 1,081,420
Subtotal 1,909,4322 3,699,340
Total, DI and SSI programs 4,262,781 9,025,200

aEstimates are based on a 15-percent sample.

Sources: GAO analysis of MBR and SSIRD extracts, records supplied by SSA’s Office of
Disability, and data supplied by SSA’s Office of Systems Requirements.

SsA calculated a smaller number of cDRs due or overdue of about

1.4 million DI beneficiaries and 1.6 million ssi beneficiaries. It excluded
from its calculation b1 worker beneficiaries aged 59 and older, disabled
widows and widowers and disabled adult children of b1 worker
beneficiaries, and ssi beneficiaries aged 59 and older. ssa officials
acknowledged that CDRs are required for all of the DI beneficiaries it has
excluded, but stated that, because of the backlog, the agency is focusing
its attention on the portions of the CDR population that it estimates are
more cost-effective to review.

In general, D1 worker beneficiaries'” and adult ssi beneficiaries in the
backlog have similar characteristics, and ssA estimates a low likelihood of
benefit termination as a result of medical improvement. On average,
workers receiving DI and adult ssI beneficiaries have been receiving

0f those receiving DI benefits, about 20 percent have a benefit amount sufficiently low that they also
receive some SSI benefits. These individuals are referred to as concurrent beneficiaries.

WWe excluded disabled widows and widowers and disabled adult children of DI worker beneficiaries

from our analysis because SSA could not supply us with reliable data that would allow us to locate
needed MBR files for individuals in these groups.
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benefits for over 9 years and their predominant disability is mental
disorders. While both are middle-aged, the average ssi adult beneficiary is
about 9 years younger than the average DI worker beneficiary. In addition,
the average estimated likelihood of benefit termination for b1 and SSI MIE
and MIP beneficiaries under age 60 is less than 5 percent.!! More data on DI
and ssI characteristics are provided in tables IV.1 through IV.12.

Table 2: Selected Characteristics of DI
and SSI Populations Due for a CDR

|
SSI beneficiary

DI worker

Characteristic beneficiary Adult Child
Average age in years 51 42 11
Predominant disability Mental Mental Mental

disorder disorder retardation
Average number of years receiving
benefits 10 9 6
Average number of years CDR is
overdue 3 3 2
Average (mean) estimated
likelihood of benefit termination of Not
MIEs and MIPs under age 60 4% 5% applicable
Average (median) estimated
likelihood of benefit termination of Not
MIEs and MIPs under age 60 2% 2% applicable

Sources: GAO analysis of MBR and SSIRD extracts, and records supplied by SSA’s Office of
Disability.

SSA Only Conducts
CDRs on Beneficiaries
It Considers
Cost-Effective to
Review

SSA uses two types of CDRs, a full medical cDR and a mailer CDR, to review
beneficiaries’ status. The full medical CDR process is labor-intensive and
generally involves (1) one of 1,300 ssA field offices to determine whether
the beneficiary is engaged in any substantial gainful activity (sGA)!'? and
(2) one of 54 state DDS agencies to determine whether the beneficiary
continues to be disabled, a step that frequently involves examination of
the beneficiary by at least one medical doctor. Beginning in 1993,
questionnaires—called mailer cbrRs—replaced full medical cDrs for some
beneficiaries to increase the cost-effectiveness of the CDR process.

HSSA estimates the likelihood of benefit termination only for MIE and MIP beneficiaries under age 59.
It does not estimate the likelihood of benefit termination for MINEs, beneficiaries aged 59 and older,
SSI child beneficiaries, or adult disabled children or disabled widows and widowers of DI worker
beneficiaries. However, when SSA provided data to us on workers receiving DI, it used a cutoff of
under age 60 rather than under age 59 to define younger and older workers. Our analyses reflect that
same definition for both DI and SSI data. SSA’s more recent work has used age 59 as the cutoff
between younger and older beneficiaries.

12GSA currently defines SGA as employment that produces eligible earnings of more than $960 a month
for blind individuals and $500 a month for other disabled individuals.
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ssA also developed statistical formulas for estimating the likelihood of
medical improvement and subsequent benefit termination based on
computerized beneficiary information such as age, impairment, length of
time on the disability rolls, and date of last cDR.'® For beneficiaries for
whom application of the formulas indicates a relatively low likelihood of
benefit termination, SSA uses a mailer cDR; when the formula application
indicates a relatively high likelihood of benefit termination, SsA uses a full
medical cDR. For those who receive mailer CDRs, SsA takes an additional
step to determine whether responses to a mailer cDR, when combined with
data used in the formulas, indicate that medical improvement may have
occurred; in this small number of cases, the beneficiary is also given a full
medical cDRr. Individuals who have responded to a mailer cDR and are
found to be still disabled are not referred for full medical CDRs, and ssa
sets a future CDR date. Currently, ssA estimates that the average cost of a
full medical cDR is about $1,000, while the average cost of a mailer CDR is
between about $25 and $50. (See app. II for more details on the steps in
the CDR process.)

SSA Primarily Selects
Beneficiaries for CDRs on
the Basis of the Likelihood
Their Benefits Will Be
Terminated

ssA does not include in its selection process all DI and sSI beneficiaries. SSA
limits its selection process to those beneficiary categories it considers
cost-effective to review on the basis of their potential for medical
improvement. Approximately one-half of the pI and ssi beneficiaries
currently due for cpRrs are included in ssa’s process for estimating the
likelihood of benefit termination through the use of statistical formulas;
these estimates are the basis of selection for cDRrs. Adult beneficiaries that
ssA includes in its selection process are DI worker and ssI beneficiaries
under age 59 who have been classified as MIEs or MIPs. SSA currently
excludes MINE beneficiaries, beneficiaries aged 59 and older, and disabled
adult children and disabled widows and widowers of DI worker
beneficiaries from its estimation process because it considers these
categories not cost-effective to review. While ssA considers some ssI child
beneficiaries cost-effective to review, children are currently selected for
CDRs without the use of formulas to estimate the likelihood of benefit
termination. (See fig. 1 and table II1.4.)

130n the basis of the beneficiary’s impairment type and recent work activity, if any, SSA decides which
of 23 formulas to use. Also, when SSA uses the formulas on SSI beneficiaries, it does not use the
variables on length of time since the last CDR and number of previous CDRs because relatively few SSI
beneficiaries have undergone a CDR.
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Figure 1: Distribution of DI and SSI
Beneficiaries Due for CDRs in SSA’s
Selection Process for Estimating the
Likelihood of Benefit Termination

|
SSI Children
8.5%

DI Disabled Adult Children and
Disabled Widows and Widowers

12.1%

DI and SSI MIEs and MIPs Under
Age 60

9.7%
DI and SSI MIEs and MIPs Aged
60 and Over

DI and SSI MINEs

I:I Excluded Beneficiaries
I:I Included Beneficiaries

Sources: GAO analysis of MBR and SSIRD extracts, and reports supplied by SSA’s Office of
Disability.

The development and use of formulas reflect ssaA’s effort to make the cDRr
process more cost-effective by using the estimates to identify beneficiaries
who should receive a mailer cDR and those who should receive a full
medical cDR. However, ssa acknowledges that the formulas are not useful
for estimating the likelihood of benefit termination for most beneficiaries
in this process. The formulas are primarily useful for identifying
beneficiaries who SsA estimates are most or least likely to have their
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benefits terminated from a cDR. For individuals who fall in the middle
category—which constitutes the majority of beneficiaries included in the
estimation process—the formulas provide less accurate estimates,
according to ssA. At this time, SsA does not select for CDRs any beneficiaries
from this middle group because it is unable to determine whether a mailer
or a full medical cDRr is most appropriate for these beneficiaries. According
to ssa, if it conducted mailer cDRs on the middle group, this would likely
result in more beneficiaries being subsequently referred for full medical
CDRs than the agency can accommodate in its budget. Similarly, if it
conducted full medical cprs on the middle group, it would be using a
higher-cost process than ssA believes is necessary for some in this group.
(See fig. 2 and table II1.5.) Consequently, ssA selects a portion of the
beneficiaries with the highest and lowest estimated likelihood of benefit
termination for full medical and mailer CDRs, respectively.
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Figure 2: Estimated Likelihood of
Benefit Termination for DI and SSI
Beneficiaries Included in SSA’s
Estimation Process for CDR Selection

100.0  Percentage of Beneficiaries

90.0
78.2

80.0 74.9

70.0

60.0

50.0

40.0

30.0

20.0 197 21.8
10.0

2.

Under 5% 5-24% 25 - 49% 50 - 74% Over 75%
Estimated Likelihood of Benefit Termination

SSI

1o
—

Note: SSA estimates the likelihood of benefit termination for DI MIE and MIP worker beneficiaries
under age 60 and SSI MIE and MIP adult beneficiaries under age 60 as part of its CDR selection
process.

Sources: GAO analysis of MBR and SSIRD extracts, and records supplied by SSA’s Office of
Disability.

ssA has not developed statistical formulas to use in selecting ssI child and
18-year-old beneficiaries for CDRs. According to ssa, it selected
low-birth-weight babies for cDRs of children for fiscal year 1996 because
historically about 40 percent of this category have benefits terminated as a
result of a CDR. Selecting low-birth-weight babies for CDRs is also
consistent with CDR requirements that take effect in fiscal year 1997.

For 18-year-old ssi beneficiaries in fiscal year 1996, ssa selected a

judgmental sample classified as either MIE or MiP who had characteristics
associated with a high likelihood of benefit termination. For fiscal year
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1996, all reviews of child and 18-year-old ssi beneficiaries are to be full
medical cDRs.!

SSA Plans to Include More
Beneficiary Categories and
Make Other Selection
Process Improvements to
Better Identify the
Nondisabled

Recognizing the need to improve the current process, ssa plans to expand
and enhance its procedures for selecting beneficiaries for cbrs and
conducting the reviews. Furthermore, ssa told us that these planned
process improvements will limit the extent to which ssa can conduct the
planned number of cDRrs and reduce the cDr backlog.

SsA plans to include more beneficiary categories in its selection process by
expanding the use of the statistical formulas for certain MINE-classified
beneficiaries and children and enhancing the formulas. Beginning in fiscal
year 1997, according to ssA, formulas will be used for those beneficiaries
who are classified as MINEs because they are older rather than because of
their impairment. ssaA also plans to develop formulas to use for children
receiving ssi beginning in about fiscal year 1998. According to Ssa,
postponing the development of formulas for ssi child beneficiaries will
allow the agency to integrate this process improvement with the
knowledge it will gain about impairments that afflict children as a result of
the new requirement to conduct cDRs for children in the sSI program
beginning in fiscal year 1997.

ssA also plans to pursue two approaches for the collection of medical
treatment information about beneficiaries. First, SSA plans to obtain
Medicare and Medicaid data and integrate the data into the statistical
formulas to increase the validity of the estimated likelihood of benefit
termination. ssA expects that the additional information will allow it to
better determine the appropriateness of either mailer or full medical cDR
for beneficiaries with estimates of benefit termination in the middle range.
Second, ssa plans to develop a new type of cDR that would be conducted
by mail to obtain current information about a beneficiary’s disability and
treatment. Unlike the current mailer CDR, the new type of cDR would
collect information directly from beneficiaries’ physicians and other
medical treating sources. This information will be combined with
computerized beneficiary data to help identify the beneficiaries in the
middle range who are most likely to be no longer disabled and therefore
warrant full medical CDRs.

1Beginning in fiscal year 1997, as a result of the 1996 amendments to the Social Security Act, the
disability eligibility status of all 18-years-olds will be redetermined on the basis of adult criteria.
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Incorporating
Additional Required
CDRs Into Its Plan
and Implementing
Process
Improvements Are
Among the Challenges
SSA Must Address

In the past year, new legislation has increased authorized funding for CDRs
to about $3 billion by 2002, but has also required cDRs for some SsI
beneficiaries for whom the reviews were previously elective. Because ssA
has not finished incorporating the new CDR requirements into its plans, it is
too early to determine whether the authorized funding will be adequate for
all required cbrs. However, exclusions from the estimates ssA used
regarding the size of the backlog in fiscal year 1996, ssA’s need to complete
process improvements in order to conduct a greater number of CDRs, and
other challenges all contribute to the uncertainty that ssa will be able to be
current with required cbDRrs within 7 years.

CDR Funding Authorized
in Two Laws and
Earmarked in SSA Budget

Funding for cDrs from all sources could exceed $4 billion by 2002. The
bulk of the funding for cDRrs is authorized by the Contract With America
Advancement Act of 1996, which authorized about $2.7 billion between
1996 and 2002. While the funding is primarily for DI CDRs, a portion can be
used for ss1 cDRs. Most recently, the 1996 amendments to the Social
Security Act authorized a total of about $250 million for ss1 CDRs and
medical eligibility redeterminations in fiscal years 1997 and 1998. For the
first time in 1996, ssa designated $200 million of its administrative budget
to be used solely to conduct cDRs. By comparison, SSA spent almost

$69 million to conduct cDRs in fiscal year 1995. SsA expects to continue to
earmark moneys in future budgets at the same level as fiscal year 1996.
(See table IIL.2 for ssA’s CDR spending in past years.)

SSA’s Plan in Progress,
Contains Weaknesses

SsA’s plan to conduct CDRs on 8,182,300 beneficiaries between 1996 and
2002 is ambitious. The plan, as of August 1, 1996, called for ssa to conduct
nearly twice as many CDRs as it has conducted over the past 20 years
combined. If the plan is fully implemented, ssA will conduct the cDRs for DI
worker beneficiaries under age 59, the beneficiary category the plan
defines as constituting the b1 backlog. In addition, it will conduct about
350,000 ss1 cDRs required under the Social Security Independence and
Program Improvements Act of 1994 and about 2 million additional elective
SsI CDRS. (See table II1.6 for the number of full medical and mailer CDRsS ssA
plans to conduct.) ssA’s plan reflects increased authorizations from the
Contract With America Advancement Act but does not yet account for the
increased authorizations or increased cDRs and related work required by
the 1996 amendments to the Social Security Act.

ssA’s estimate of the size of the DI CDR backlog in fiscal year 1996 excludes
about 848,000 beneficiaries, composed of disabled widows and widowers,

Page 13 GAO/HEHS-97-2 Continuing Disability Reviews



B-270339

disabled adult children, and workers aged 59 and older. ssA officials
acknowledge that cDRs are required for these beneficiaries, but SsA has
excluded them from the plan because it focuses on those categories SSA
considers more cost-effective to review. In addition, an ssA official said
that a large number of beneficiaries in the excluded categories are
expected to leave the program because either they will die or convert to
retirement benefits before ssA can conduct their cbrs. However, ssA has
not estimated the proportion of excluded categories who may leave the
program, nor does it include in its plan beneficiaries in these categories
who will come due for cDRs in fiscal years 1997 through 2002.

Process improvements are critical to ssA’s ability to implement the portion
of the plan that relies on the mailer CDR, a component whose use is
planned to triple in fiscal year 1998. ssA’s success with the mailer cDR will
rely on yet-to-be-tried improvements. Although plans to expand the
formulas to more beneficiary categories and collect medical treatment
information appear promising, some improvements are in the earliest
stages of development with only about 1 year available for completion.
Thus, ssa will need to develop these initiatives more quickly than it did
previous improvements. The integration of Medicare and Medicaid data
into the formulas used to estimate the likelihood of benefit termination,
and the development of a new type of CDR that collects information from
physicians and other medical treating sources, are expected to allow sSA to
begin conducting cDRs on beneficiaries with an estimated benefit
termination in the middle range. ssA said that it currently is unable to
determine whether the beneficiaries with estimates in the middle range
should have a full medical cDR or a mailer cpr. Without that ability, SsA
cannot determine the most cost-effective type of CDR to use, and its
planned expansion of the use of the mailer cDr will be in jeopardy.

ssA faces a variety of other challenges to the implementation of its plan
and the elimination of the backlog of required CDRs:

First, ssA must incorporate into its workload ssI cDRs and disability
eligibility redeterminations required by the 1996 amendments to the Social
Security Act. These requirements include performing CDRs once every 3
years for children under 18 years old who are likely to medically improve
and for all low-birth-weight babies by their first birthday. This law also
requires SsA to conduct disability eligibility redeterminations on all child
beneficiaries who turn 18 years old, within 1 year of their birthday, and for
between 300,000 and 400,000 children who qualified for sst under
individualized functional assessments (IFA). These reviews of children
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would take precedence over required CDRs and may shift resources away
from other cprs.'® The law also changes ssI eligibility for legal aliens who
have not resided in this country for 5 years before receiving benefits,
necessitating CDRs of the beneficiaries to determine continuing eligibility.
Second, other recent legislation poses a competing priority. The law
eliminates drug and alcohol abuse as a basis for receiving disability
benefits; as a result, benefits will terminate for many of an estimated
196,000 p1 and ssI beneficiaries whose primary impairments are drug abuse
and/or alcoholism. ssA expects many of those terminated to reapply on the
basis of other impairments, thus increasing ssa’s workload of initial claims
for benefits. Previous increases in initial claims adversely affected the
number of cDRs conducted as resources were shifted away from that
activity to process initial applications.

Third, ssA’s plan includes doing cDRs for many of the estimated 3.7 million
ssI beneficiaries whose CDRs may be conducted at ssA’s discretion. While
conducting these discretionary ssI reviews may be warranted largely
because relatively few ssI cDRs have been conducted in the past, it shifts
resources away from conducting required DI reviews.

Fourth, the daunting effort to gear up for the unprecedented cbr workload
will include negotiations between ssA and 50 state DDS agencies to increase
cDR workloads and pDs efforts to hire, train, and supervise additional staff.

Alternate Approaches
Focus on CDRs’
Cost-Effectiveness
and Their Use in
Helping Beneficiaries
Move Off Disability

In the Contract With America Advancement Act, the Congress emphasized
maximizing the combined savings from CDRs under the DI and SSI programs.
ssA has been working to improve its ability to identify beneficiaries for
whom conducting cbRs would be most cost-effective. Other alternatives
exist, however, that would likely make cDRs more cost-effective and
improve program integrity.

Revising Requirements
Could Improve CDRS’
Cost-Effectiveness

The current system of periodic cDRs for all beneficiaries, including those
with virtually no potential for medical improvement, is a costly approach
for identifying the approximately 5 percent of beneficiaries who medically
improve to the point of being found ineligible for benefits. Furthermore,
the frequency of CDRs is currently based on medical improvement
classifications that do not clearly differentiate between those most and
least likely to have their benefits terminated as a result of a CDR. Our
analysis found that the estimated likelihood of benefit termination, as

5The IFA reviews would, however, be counted toward the total number of SSI CDRs required under
the Contract With America Advancement Act.
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determined by ssA’s formulas, was very similar for beneficiaries classified
as MIEs and mips. Although millions of dollars are spent annually to
conduct periodic CDRs, some beneficiaries, especially those in the DI
program, have received benefits for years without having any contact with
ssA regarding their disability or their ability to return to work despite
continuing disability. An alternate approach could build on ssA’s efforts to
identify those beneficiaries whose CDRs are likely to be cost-effective and
also increase contact with beneficiaries who remain in the program. Such
an approach involves requiring (1) cprs of beneficiaries with the greatest
potential for medical improvement, (2) cDRs of a random sample from all
other beneficiaries, and (3) regular contact with the remainder of the
beneficiaries to increase program integrity.

Less rigid requirements regarding the frequency of CDRs are necessary if
reviews are to be conducted primarily on those beneficiaries whose cases
are cost-effective to review—that is, those beneficiaries with the greatest
potential for medical improvement—and for SsA to still be in compliance
with laws governing cDRs. According to ssA, one of the best indicators of
whether beneficiaries will remain on disability rolls is whether they have
previously undergone a CDR. If an initial cDR finds that the beneficiary
continues to be medically eligible for disability benefits, subsequent CDRs
may not be cost-effective or appropriate. Because few CDRs actually result
in benefit terminations, periodic reviews, even at the maximum 3- and
7-year intervals currently used, may not be appropriate for certain
beneficiaries if further reviews are not warranted after the initial cDrR and
at least several years on the disability rolls.

Conducting cDRrs on a random sample of beneficiaries from among those
whose cases are believed by ssA to be less cost-effective to review is
consistent with a more cost-effective and flexible approach to scheduling
CDRs. It also addresses a weakness in sSA’s current process by ensuring
overall program integrity. SSA’s current process excludes some categories
of beneficiaries from portions of the selection process. As a result, about
one-half of all beneficiaries due for a cDr will go without oversight unless
ssA changes its selection process. If periodic CDRs are not conducted for all
beneficiaries, it is increasingly important to develop a strategy to ensure
overall program integrity.

Contact with beneficiaries, in addition to the contact that occurs in the CDR
process, can improve program integrity by reminding beneficiaries that
their medical conditions are being monitored and serving as a deterrent to
abuse by those no longer medically eligible for benefits. It could also
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support SsA’s process improvement efforts, particularly within the next
year. We believe that a new type of brief mailed contact would, at a
minimum, in the year it is implemented, allow SSA to contact a majority of
beneficiaries with overdue cDRs to remind them of their responsibility to
report medical improvements and to inquire about their interest in
returning to work.!® By collecting cpr-related information as part of this
new contact, it could also speed the development of ssA’s planned
improvements to the CDR process. For example, SsA could gather
information on physicians and other treating sources seen by beneficiaries
since their last cDR. Such information is needed to implement ssA’s new
medical treating source CDR.

SsA has not evaluated this three-pronged proposal for improving the CDR
process, but in our discussions with agency officials, some provided
comments on one aspect of it. In discussing additional, more frequent
contact with beneficiaries in addition to that which occurs during a CDR,
several officials raised the issue of the cost of such an initiative. Although
some administrative funds would be used for this contact, it should result
in significant savings because a considerable number of beneficiaries, on
the basis of ssA’s experience, can be expected to refuse repeatedly to
provide requested information and, as a result, will have their benefits
terminated after a prescribed due-process procedure is followed.!”
According to ssa, those who fail to cooperate generally do so because they
believe that they are no longer eligible for benefits. On the basis of ssA’s
experience with cDRs and financial eligibility redeterminations, we
assumed that .71 percent of the DI beneficiaries and 1 percent of the ssI
beneficiaries who were contacted would have their benefits terminated for
noncooperation after all due-process procedures were followed. These
termination rates represent an estimated one-time net federal savings of
over $1.4 billion from contacting beneficiaries in the cbr backlog, with DI
savings accounting for about $1.2 billion and ssI savings accounting for
about $230 million. If extended to all beneficiaries not receiving CDRs or
financial eligibility redeterminations, the costs and subsequent savings

1In order to minimize the burden placed on beneficiaries to provide SSA with information, those who
would be receiving financial eligibility redeterminations or who are selected for a CDR are excluded
from the proposed contact. Currently, SSA does not have a system for coordinating the collection of
CDR and financial eligibility redetermination information. If a system for providing coordination is
developed, SSA may want to consider collecting the CDR-related information contained in the
proposed mail contact at the same time that it collects information for financial eligibility
redeterminations. SSA is currently exploring the potential for better coordinating CDRs and financial
eligibility redeterminations. We discuss SSA’s efforts to coordinate CDRs and financial eligibility
redeterminations in our forthcoming report on SSA’s review of SSI recipients’ dis