PERSPECTIVES

SocIAL SECURITY ADMINISTRATION PAYMENTS TO STATE
VOCATIONAL REHABILITATION AGENCIES FOR DISABILITY
ProGRAM BENEFICIARIES WHO WORK: EVIDENCE FROM

LINKED ADMINISTRATIVE DATA
by Jody Schimmel Hyde and Paul O’Leary*

This article links administrative data from the Social Security Administration (SSA) and the Department of
Education’s Rehabilitation Services Administration (RSA) to evaluate SSA’s investment in vocational rehabilita-
tion (VR) services for disability program beneficiaries. SSA offers payment to state VR agencies that provide
services to beneficiaries who subsequently maintain substantial work. SSA’s Disability Analysis File includes
information on the value of cash benefits forgone by beneficiaries who work and RSA case closure files include
information on VR outcomes for beneficiaries. We track outcomes for beneficiaries who applied for VR services
in 2002 and compare the amounts SSA paid to state agencies with the amounts of benefits forgone for work.

The cumulative value of cash benefits forgone for work exceeded the cumulative value of VR payments more
than tenfold, though we cannot say what portion of this difference is due specifically to VR services.

Introduction of VR applicants. Among recipients of VR services,
employment outcomes are poorer for disability pro-
gram beneficiaries than for nonbeneficiaries, in part
because work earnings might affect benefits (Stapleton
and Erickson 2004). Beneficiaries who receive VR
services are more likely to be employed than are those
who do not (Dean and others 2014), and beneficiaries’
earnings often increase after receiving VR services,
although not frequently to the level that would

The federal-state vocational rehabilitation (VR)
program is administered by the Department of Educa-
tion’s Rehabilitation Services Administration (RSA) to
offer counseling, medical and psychological services,
job training, and other individualized assistance to
people with disabilities. VR is increasingly viewed as
a widely available early-intervention program to keep
workers with disabilities from becoming dependent

on federal disability benefits (Stapleton and Martin
2012; Schimmel Hyde, Honeycutt, and Stapleton 2014; Selected Abbreviations
Dean and others 2014). Disability program benefi-
ciaries may face more obstacles to finding work than
other potential VR clients because they have impair-

BFW benefits forgone for work
DAF Disability Analysis File

ments that met the stringent evidentiary standards for bL Disability Insurance
program eligibility; nevertheless, many of them seek EN employment network
VR services to pursue employment. In fact, disability IPE individualized plan for employment

program beneficiaries represent more than one-quarter
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Selected Abbreviations—Continued

RSA Rehabilitation Services Administration
SGA substantial gainful activity

SSA Social Security Administration

SSI Supplemental Security Income

SVRA  state vocational rehabilitation agency
TTW Ticket to Work

VR vocational rehabilitation

allow them to forgo disability benefits (Government
Accountability Office 2007).

Recognizing the important role of the VR pro-
gram, the Social Security Administration (SSA)
offers compensation to state VR agencies (SVR As)
that assist beneficiaries who maintain substantial
work and thereby exit the disability rolls (SSA 2012).
SVRAs can be compensated by SSA in one of two
ways. Under the first, SSA reimburses SVRAs for the
cost of services provided when beneficiaries sustain
employment. Under the second, the Ticket to Work
(TTW) program authorizes SSA to offer specified
payment amounts to SVR As if beneficiaries achieve
certain employment-related benchmarks. We describe
the payment schemes in more detail later. During our
study period (2002-2012), SSA paid approximately
$100 million annually in SVRA cost reimbursements;
its TTW payments, much lower at the outset, increased
steadily in that span, reaching nearly $28 million
in 2012 (SSA 2016).! Compared with RSA and state
contributions to the VR program, SSA’s payments
to SVR As are modest. The majority of VR funding
comes from the Department of Education through for-
mula grants to states amounting to more than $3 bil-
lion annually; in addition, states are required to match
federal funding at a rate of 21.3 percent. Each state has
one or two SVR As; many operate with tight financial
resources and have to prioritize services based on
need when demand is particularly high (Honeycutt
and Stapleton 2013; Schimmel Hyde, Honeycutt, and
Stapleton 2014). For SVR As that are particularly
effective in assisting disability program beneficiaries
to maintain substantial work, SSA payments might
free up resources that can be used to serve additional
clients or to offer more extensive services.

In this article, we examine SSA payments to
SVR As and assess how they relate to the long-term
employment-related outcomes of beneficiaries seeking
VR services. To conduct our analysis, we use SSA

data on beneficiary status, cash benefits, personal
characteristics, and agency payments to SVRAs; we
then link that information to RSA case-closure records
known as RSA-911 files. The data from this combina-
tion of administrative sources allow us to determine
the outcomes for virtually all beneficiaries who sought
VR services during calendar year 2002, and to track
their outcomes for more than a decade after VR
application. By grouping beneficiaries based on their
demographic characteristics, impairment types, and
VR service receipt patterns, we are able to assess the
relative value of SSA’s investment, which might in
turn inform better targeting of VR services. Addition-
ally, the linkage to SSA data allows us to compare

VR payment amounts with the amounts of disability
benefits forgone for work (BFW), a particularly salient
measure with which to assess SSA’s investment in

VR services.

From SSA’s perspective, paying for VR services is
a sound investment if the payment amounts provide
a positive return on investment for the agency. Two
factors determine the return on VR payments: (1) the
value of cash benefits forgone when a beneficiary
leaves the program rolls because he or she sustains
work at a substantial level, and (2) the proportion of
those savings that are attributable to VR services.
Because it is possible that the benefits would have
been forgone without the services, VR may be respon-
sible for only some, or even none, of the change. Yet
beneficiaries seek these services believing them to
have some value, so it is reasonable to expect that
VR is responsible for at least some of the benefit
reductions we see. If 100 percent of the cash benefit
reductions of VR service recipients were directly
attributable to the services, the dollar value of those
reductions would merely have to exceed the VR
payment amounts to provide a positive net return for
SSA; thus, if VR services are responsible for only part
of the benefit reductions, a positive return on SSA’s
investment requires a greater differential between
BFW and VR payments. In other words, the more the
BFW exceed the VR payments, the more confidence
we can have that SSA realizes a positive net return.
This cost-benefit calculation need not be positive for
each beneficiary who receives VR services, yet it
should be in the aggregate. It is also important to note
that calculating the net return for SSA excludes any
consideration of the positive effects of VR services for
the client beneficiaries themselves, in terms of both
the monetary and nonmonetary rewards of meaningful
workforce engagement.
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In this analysis, we rely on advances in data rather
than improved analytic methods. From SSA’s perspec-
tive, previous analyses of the utility of VR services to
disability program beneficiaries had two major draw-
backs. First, nearly all such studies used the earnings
of the VR client to measure success (for example,
Dean, Dolan, and Schmidt 1999). Although SSA is
interested in the earnings of VR clients, the ques-
tion of more direct policy importance is whether VR
services lead to a decreased reliance on cash benefits,
and more specifically whether the reduction in benefits
linked to VR services is greater than what SSA pays
for those services. Past studies have relied on earn-
ings data by necessity, because benefit-savings data
were unavailable. Recent versions of SSA’s Disability
Analysis File (DAF), however, include an algorithm
that provides monthly estimates of BFW that can be
summed to calculate values accrued over time.? By
linking VR data from RSA with the DAF data, we are
now able to assess a cost-benefit relationship that is of
direct interest to SSA and policymakers.

The second drawback of past studies—that VR
effects cannot be assessed using experimental evalu-
ation methods because VR is a nationally available
and voluntary program—remains an obstacle. To
date, researchers have used various nonexperimental
methods to examine the effectiveness of VR services
using comparison groups of individuals who are
deemed to be similar to participants. These techniques
generally find positive returns on VR investment for
client earnings (for example, Dean and others 2001).
However, we can infer that the comparison groups in
those studies, nonparticipants, differ from those who
did receive services based on their decision to seek
VR, and as such, earlier studies are limited by inher-
ent differences between the treatment and comparison
groups. Although we do not purport to solve this
methodological dilemma in this article, we note that
advancements in data and measurement can enable
us to better understand the relationship between
services and outcomes for beneficiaries with disabili-
ties. Although it is not definitive, such information
can provide useful evidence of VR’s effectiveness. In
particular, by assessing the relationship between SSA
payments to SVRAs and the decrease in benefits paid
by SSA to beneficiary VR clients in the months and
years after receipt of services, we can determine the
extent to which the evidence supports a hypothesis
that VR services reduce benefit outlays. Benefit reduc-
tions that exceed SSA costs certainly do not prove VR
effectiveness, but they are a necessary condition of

any such effectiveness; and relatively greater reduc-
tions in the postservice benefits of VR clients at least
suggest possible positive effects.

We will show that among all disability program
beneficiaries who applied for VR services in 2002,
relatively few generated payments from SSA to
SVRAs; only 3.0 percent did so within 4 years of VR
case closure, and 3.6 percent did so by the end of 2012.
The average VR payment generated by these individu-
als was around $13,500. Among all applicants, the
average value of BFW after VR application was more
than 10 times the average value of SSA’s total VR pay-
ments.? This outcome suggests that if just 10 percent
of the BFW were attributable to VR, SSA’s overall
investment in these services produced net savings.

Across beneficiary subgroups, we find substantial
differences in the likelihood of generating a VR pay-
ment, the payment amount, and BFW. However, for
every subgroup of beneficiaries we consider, we find
that the ratio of total BFW to total VR payments was
greater than 1, generally ranging from 4 to 10.*

The analysis in this article highlights outcomes for
beneficiaries who sought VR services in 2002 and
our findings are similar to those for beneficiaries who
sought services in 2003 through 2007 (Schimmel
Hyde and O’Leary 2017). The relatively low share
of beneficiaries generating VR payments highlights
opportunities to better identify potential beneficiary
VR applicants who might be eligible for services that
would generate a payment. Likewise, differences in
the ratio of BFW to payments across beneficiary sub-
groups may offer avenues for considering additional
investments, as we will explore.

SSA Payments to SVRAs

SSA’s cost reimbursement system for VR services

has been in place for decades. SVR As are reimbursed
for qualifying service costs once a client beneficiary
attains earnings at or above an annually adjusted
threshold designated as substantial gainful activity
(SGA)® in 9 out of 12 consecutive months. Once the
SVRA can properly document that the beneficiary has
met these conditions, it can request reimbursement
(SSA 2012).6

SVR As can also be compensated by SSA for
providing services to beneficiaries through the
TTW program. These payments are not tied to the
cost of services provided to a beneficiary. Instead,
they are paid in predetermined amounts that accrue
in months when beneficiaries achieve specified
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earnings outcomes, and are the same whether the
services are delivered by an SVRA under TTW or

by another provider type known as an employment
network (EN). SVRAs and ENs must choose from
one of two TTW payment schemes (“milestone-
outcome” and “outcome-only”), which they must
then use for all beneficiaries they assign under TTW.
Unlike ENs, SVR As can choose whether to seek cost
reimbursement or TTW payments on a beneficiary-
by-beneficiary basis (SSA 2012). Most SVRASs serve
most or all SSA disability program beneficiaries under
the cost-reimbursement system, and those using TTW
largely do so under the milestone-outcome payment
scheme (Schimmel Hyde and Stapleton 2015).

Data Sources

To conduct our analysis, we combined administra-
tive data from SSA (the DAF) and the Department

of Education (the RSA-911 files). The DAF aggre-
gates information from multiple sources to create a
research data set with one record for each beneficiary
who is aged from 18 through SSA’s full retirement
age and who received a Disability Insurance (DI)

or Supplemental Security Income (SSI) benefit in

at least one month from 1996 onward. We used the
DAF to identify participation in DI and SSI at a
monthly level, along with beneficiary work activity
and benefit payment amounts. The DAF also con-
tains information on payments from SSA to SVRAs
for both payment systems at the beneficiary level,
using cost-reimbursement records housed in the VR
Reimbursement Management System (VRRMS)’ and
TTW records (both milestone and outcome payments)
housed in the EN Payment System.

We used RSA data to identify annual cohorts of VR
applicants who were also disability program benefi-
ciaries. The RSA-911 files contain information on all
VR cases that close in a fiscal year, regardless of the
reason for closure. We stacked data from the closure
files to allow us to observe all VR closures from fiscal
years 2002 through 2012. To track client experiences
from the time they first sought services, we reoriented
the closure records to sort by application date. From
these files, we identified individuals who first sought
VR during calendar year 2002. Approximately 92 per-
cent of VR cases close within 4 years of application
and 98 percent close within 7 years (Schimmel Hyde,
Honeycutt, and Stapleton 2014). By including case clo-
sure records through fiscal year 2012, we expect that
our RSA-911 analysis file contains data on virtually all
beneficiaries who applied for VR in 2002.

We also linked the 2002 VR applicant file based on
the RSA-911 data to the administrative information
contained in the DAF. A key advantage of using these
linked data is that we can use administrative records
to verify beneficiary status during the VR spell; using
RSA-911 data alone would provide information on
beneficiary status at application only as collected by
the agency and would be subject to errors relative to
the beneficiary’s actual status. From the universe of
first-time applicants who sought services in 2002,
we selected those who had at least 1 month during
their VR service spell (between application and case
closure) during which the SSA records identified the
person as a beneficiary of the DI program, the SSI
program, or both. By considering beneficiary status at
any point during the VR spell, we aimed to identify
all VR applicants who might have been eligible to
generate a payment from SSA to the SVRA. To focus
on first-time applicants for whom we could reasonably
assume that the receipt of VR services would be cor-
related with the observed outcomes, we excluded from
our analysis those beneficiaries who had also applied
in the 4 calendar years preceding 2002.

In light of SSA rules regarding payment to SVRAs,
we intentionally cast a broad net in identifying benefi-
ciaries to include in our analysis. We included those
in current-payment status, those suspended or termi-
nated for work, and those suspended or terminated
for any other reason in at least 1 month between VR
application and case closure, provided the beneficiary
was aged 18 or older, up to full retirement age, in the
month that he or she met this definition. Sixteen per-
cent of our study sample did not meet our definition of
beneficiary in their VR application month, but began
to receive DI or SSI benefits prior to case closure
(comparable to findings in Stapleton and Martin 2012;
and in Schimmel Hyde, Honeycutt, and Stapleton
2014). Approximately 2 percent of those identified as
beneficiaries during their VR spell had had their ben-
efits terminated prior to their application month, but of
these, 26 percent returned to current-payment status at
some point during their VR spell.

Outcomes of Interest

We used information in the DAF to measure SSA
payments to SVRAs and the cash benefits that benefi-
ciaries gave up when they found work after applying
for VR services. Here again, we capitalized on the
linkage of the administrative records; by using the
DAF in conjunction with the RSA-911 files, we were
able to follow applicant outcomes for many years,
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even after the VR case closed and the SVRA no
longer tracked the client.

VR Payments

VR payments is a measure that aggregates all pay-
ments by SSA to SVR As regardless of payment
system (traditional cost reimbursement or TTW). We
included all payments that were triggered by a client’s
work activity between the VR application month

and December 2012 (provided the payment had been
processed by mid-2013, when the data were extracted
for the DAF). We identified a single VR payment
value for each beneficiary. Cost-reimbursement
payments accounted for more than 90 percent of

the total amount SSA paid to SVR As for vocational
services, consistent with other evidence on VR pay-
ments under the two competing payment systems
(Schimmel and others 2013).

BFW

BFW is a measure available in the 2012 DAF of the
inflation-adjusted monthly dollar amount that a ben-
eficiary would have received if his or her benefits had
not been reduced, suspended, or terminated because of
work. We did not count benefits that are reduced, sus-
pended, or terminated for reasons other than work in
this measure, even if work was a contributing factor.
The DAF includes separate BEW measures for DI and
SSI benefits because of differences in each program’s
work incentives and eligibility rules, but we combined
the forgone DI and SSI benefit amounts to create a
single measure for each beneficiary.

Under DI, BFW do not begin to accumulate until
after a beneficiary has exhausted a 9-month trial
work period plus a 3-month grace period. Thereafter,
the beneficiary enters suspended-benefit status and
receives no cash benefit for any month in which earn-
ings exceed the SGA level. The SGA level is a value
that SSA adjusts for inflation each year and which, for
nonblind beneficiaries, ranged from $780 per month
in 2002 to $1,010 per month in 2012. SSA reduces the
amount due to SSI recipients based on their earn-
ings levels. Generally, SSA excludes the first $80 in
monthly income in this calculation and reduces the
amount due to the SSI recipient by $1 for each $2 in
earnings above $80. If earnings are high enough to
reduce the amount due to $0 through this calculation,
SSA considers the SSI recipient’s eligibility to be
suspended. Because SSI recipients in suspended status
generally remain eligible for Medicaid as long as they
meet the medical criteria for SSA disability programs,

their SSI eligibility is rarely terminated because

of work activity. The BFW calculation effectively
estimates the difference between the cash benefits DI
and SSI beneficiaries would have received had they not
worked and the benefit amount they actually received,
then sums these values across the months and years
the beneficiaries are in reduced-, suspended-, or
terminated-benefit status because of work.

We included all BFW from the date of VR applica-
tion through December 2012, the last date available
in the 2012 DAF. This reflects an assumption that VR
services might affect BFW in any month after VR
application, but there is no way of knowing whether
receipt of VR services actually affected BFW in any
or all of the months counted. In fact, as we discuss
later, many applicants do not ultimately receive
VR services, although some of those applicants
accrue BFW.

We consider BFW through December of 2012 to
provide the most complete picture of the benefits not
paid because of work after seeking VR, even though
that extends the study period to many years after the
month of application. Thus, some would argue that
we should not attribute BFW to VR services in these
later years even though SVR As may still qualify for
payments from SSA. To provide a more conservative
estimate, we also present alternative findings for a
narrower specification in which we only count BFW
accrued by the end of the 4" calendar year following
VR case closure. As we will show, that time period
accounts for most of the accrued VR payments.

We report all BFW and VR payment values in 2012
dollars using SSA’s annual cost-of-living adjustment
(SSA n.d. a). Payment values are adjusted based on
the month in which they were made, which can be
months or even years after the triggering work activ-
ity, depending on how quickly a claim is filed by the
SVRA and processed by SSA.

Comparing VR Payments to BFW

Although we expect to find a positive correlation
between VR payments and BFW following VR
participation because both outcomes are predicated
on beneficiary work activity, there are multiple rea-
sons not to expect a deterministic relationship. For
example, DI beneficiaries are allowed a 9-month trial
work period during which they can earn any amount
without losing benefits. If a VR applicant’s work
activity occurs entirely during that period, SSA could
pay the SVR A under the cost reimbursement system
without the beneficiary accruing any BFW. Similarly,
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SSA could pay SVRAs under the TTW program if
DI beneficiaries have low levels of work earnings that
generate milestone payments but do not result in cash
benefits being suspended for work. Further, SVRAs
must request payments from SSA; SVRAs that lose
track of clients may not receive payments even when
those clients meet the work requirements for VR pay-
ment and generate a string of BEW months.

The ratio of BFW to VR payments conveniently
summarizes the relative value of SSA’s investments
in VR and allows comparisons across subgroups; the
higher the ratio, the greater the indicated return on the
investment. Although the ratio offers a useful metric
to assess the relative strength of SSA’s investment for
each applicant subgroup, we must interpret the ratio
with care in some circumstances. Specifically, if the
VR payment (the denominator) is particularly small,
the ratio can be quite high even when the BFW value
is small as well. This is most pronounced in subgroups
for which relatively few beneficiaries generate any VR
reimbursement, as may occur if a substantial propor-
tion of beneficiaries who apply for VR drop out before
any services are provided. In such cases, when we
include large proportions of $0 VR payments in the
denominator, any BFW in the numerator will exag-
gerate the ratio relative to the ratios for other client
subgroups. Likewise, a lower ratio does not neces-
sarily indicate against offering services to particular
subgroups, a point we revisit in our conclusions.

Beneficiary VR Applicant Characteristics

Using the beneficiary selection criteria outlined above
and limiting the data to applications to SVRAs in

the 50 states and the District of Columbia, we identi-
fied 266,039 first-time beneficiary VR applicants in
calendar year 2002 (Table 1). For brevity, we refer to
this cohort simply as “applicants” hereafter, noting
that “application” in this context is for VR services
rather than for DI or SSI benefits. Although disability
program beneficiaries represent a meaningful share
of individuals who seek VR in a given year, VR
applicants are a small share of the overall beneficiary
population. In 2002, there were about 11.3 million
beneficiaries in current, suspended, or terminated
payment status (Schimmel and others 2013); of those,
about 2.4 percent sought VR.?

The attributes of DI and SSI beneficiaries who are
VR applicants may affect the likelihood that they
achieve the earnings levels required to trigger VR
payments. Work-related characteristics affect eligibil-
ity for SSI and DI benefits differently, so we would

expect results for these beneficiary types to differ as
well. Mamun and others (2011) estimated the distribu-
tion of disability program beneficiaries by program for
2007 as about 60 percent for DI only, 29 percent for
SSI only, and 11 percent for concurrent DI and SSI.
Relative to those estimates, our sample of VR appli-
cants has a higher proportion that receives SSI only
(40.1 percent) and a lower proportion that receives DI
benefits only (32.7 percent). The share of applicants
that received concurrent DI and SSI benefits dur-

ing the study period (27.2 percent) also exceeds that
group’s share of 2007 beneficiaries overall, although
this finding mainly reflects our inclusive definition of
concurrent receipt for this analysis. We categorize a
beneficiary as being in both programs if he or she had
at least 1 month in DI and at least 1 month in SSI over
the duration of the VR spell, even if the month(s) did
not coincide.

DI eligibility rules generally require a claimant to
have a work and earnings history that qualifies for a
cash benefit. As such, qualifying DI beneficiaries are
also more likely than SSI recipients to have other sav-
ings or pensions they can rely on to supplement their
cash benefit. Because other resources are more likely
available, and because beneficiaries exited the labor
force before seeking benefits, DI-only beneficiaries
may have weaker incentive to supplement their cash
benefit through work; further, those who want to work
are more likely to have employment skills that make
VR services less necessary. SSI-only recipients, by
comparison, tend to receive lower amounts from SSA
and have few supplemental income resources, sparse
work histories, and fewer employment skills. Together,
these circumstances make work an attractive means of
supplementing or replacing SSI, and often make VR
critical to attaining a successful work outcome. Staple-
ton and Martin (2012) also suggested that SSI recipi-
ents may apply for VR so they can work enough to
become eligible for DI and, eventually, Medicare. The
circumstances of individuals who receive concurrent
SSI and DI benefits lie between these SSI-only and
DI-only extremes: They have substantial work histo-
ries, but low benefits and resources. Such beneficiaries
are more likely to have work skills from their time in
the labor force, but those skills may not lead to earn-
ings opportunities that make employment an attractive
option. VR services could supplement those skills to
make work more remunerative for these beneficiaries.
In some cases, DI-eligible SSI recipients may apply
for VR during the 5-month DI waiting period and
convert to DI soon after their VR application, meeting
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Table 1.

Characteristics of disability program beneficiaries who first applied for VR services in 2002

With an individualized plan for

All employment (IPE) ®
Percentage Percentage Percentage
Characteristic Number distribution Number distribution with an IPE
Total 266,039 100.0 159,126 100.0 59.8
Program
DI only 87,117 32.7 53,157 334 61.0
SSl only 106,646 401 60,609 38.1 56.8
Concurrent DI and SSI 72,276 27.2 45,360 28.5 62.8
Sex
Men 143,449 53.9 85,712 53.9 59.8
Women 122,590 46.1 73,414 46.1 59.9
Race
White 182,370 68.6 111,845 70.3 61.3
African American 66,481 25.0 38,799 24.4 58.4
Other 17,188 6.5 8,482 5.3 49.3
Ethnicity
Hispanic 19,715 7.4 11,558 7.3 58.6
Non-Hispanic 245,421 92.3 147,448 92.7 60.1
Educational attainment
Less than high school diploma 71,895 27.0 41,149 25.9 57.2
High school diploma or equivalent 122,006 45.9 74,493 46.8 61.1
Some postsecondary education,
no degree 37,852 14.2 22,712 14.3 60.0
Postsecondary degree 32,685 12.3 20,772 13.1 63.6
Age
17 or younger 10,761 4.0 8,415 5.3 78.2
18-25 53,318 20.0 33,290 20.9 62.4
26-29 18,520 7.0 11,070 7.0 59.8
30-39 61,045 22.9 35,875 22.5 58.8
40-49 76,473 28.7 43,699 27.5 57.1
50-59 40,533 15.2 23,447 14.7 57.8
60 to full retirement age 5,389 2.0 3,330 2.1 61.8
Years as a beneficiary at time of VR
application
0 (became a beneficiary after VR
application) 28,011 10.5 20,370 12.8 72.7
2 or fewer 56,046 211 29,906 18.8 53.4
3-5 32,838 12.3 18,729 11.8 57.0
6-10 54,610 20.5 32,025 201 58.6
More than 10 94,534 35.5 58,096 36.5 61.5
SSA impairment group b
Sensory/communication 17,807 6.7 13,430 8.4 75.4
Musculoskeletal 18,392 6.9 9,233 5.8 50.2
Nervous system 12,290 4.6 7,507 4.7 61.1
Psychiatric 80,455 30.2 44,525 28.0 55.3
Intellectual 37,687 14.2 25,550 16.1 67.8
Other ° 99,408 37.4 58,881 37.0 59.2
(Continued)
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Table 1.

Characteristics of disability program beneficiaries who first applied for VR services in 2002—Continued

With an individualized plan for
All employment (IPE) ®

Percentage Percentage Percentage

Characteristic Number distribution Number distribution with an IPE
Employment status at time of VR

application

Not employed 232,530 87.4 136,576 85.8 58.7

Employed 30,425 11.4 22,537 14.2 74.1

Less than 20 hours per week 9,104 34 6,622 4.2 72.7

20-34 hours per week 10,731 4.0 7,922 5.0 73.8

35 hours or more per week 8,689 3.3 6,562 41 75.5

SOURCE: Authors’ calculations using the 2012 DAF linked to RSA-911 closure files.

NOTE: Percentage distributions may not sum to 100.0 because of rounding or because data coded as "missing" or "unknown" (comprising
less than 1 percent of total observations for any subgroup) are omitted.

a. Signing an IPE indicates agreement between the applicant and the VR counselor on services to be provided. It typically represents the

formal beginning of VR service receipt.

b. As of the first month during the VR spell in which the individual met the definition of "beneficiary."

c. Including "missing" or "unknown."

our definition for concurrent benefits although the two
benefits never actually overlap.

Beneficiaries in our applicant cohort are concen-
trated in younger age groups with lower education
levels (Table 1), groups in which beneficiaries typi-
cally are less likely to earn at high levels. Reflecting
the relative distribution of applicants across SSI
and DI, it is not surprising that applicants tend to be
younger. One-quarter of 2002 applicants were aged 25
or younger, in contrast with 2.0 percent who were
aged 60 or older. Younger applicants may be more
likely to work, but may also do so at lower wages.
This may be especially likely given that the major-
ity of applicants in 2002 had low education levels:
27.0 percent had not finished high school, while
another 45.9 percent had no more than a high school
diploma or its equivalent.

Among impairment categories, psychiatric condi-
tions accounted for the largest share of beneficiary
VR applicants (30.2 percent), followed by intellectual
disabilities (14.2 percent). Applicants with a mus-
culoskeletal condition represented 6.9 percent of all
applicants, lower than that category’s share among all
beneficiaries.” A small minority of applicants were
already working when seeking VR services (11.4 per-
cent), and about one-quarter of those reported working
full-time at application.

Share of Applicants Who
Received VR Services

In most instances, VR service delivery formally begins
when an applicant signs an individualized plan for
employment (IPE), which is recorded in the RSA-911
file and indicates that the applicant and VR counselor
have agreed to a set of services to be provided. Not
every applicant receives services before his or her case
is closed. There are a variety of reasons why an [PE
may not be signed. For instance, applicants may choose
not to follow through once seeing their service plan; or,
they cannot be located once the SVRA has space for
them. Many SVR As have limited resources. They may
not have the capacity to offer an IPE to all clients, and
must prioritize services based on applicant need.

About 60 percent of applicants in our analysis sam-
ple received an IPE, which is consistent with statistics
for both nonbeneficiaries and beneficiaries in other
years (Schimmel and others 2013; Schimmel Hyde and
O’Leary 2017). Signed IPEs were notably more likely
among the youngest applicants (78.2 percent of those
aged 17 or younger at VR application), those who were
not yet beneficiaries when they applied for services
(72.7 percent), those who had sensory or communica-
tion impairments (75.4 percent), and those who were
already working when they applied for VR services
(74.1 percent).
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Cumulative VR Payments and BFW

By year-end 2012, beneficiaries who applied for VR
during 2002 had accounted for $1.48 billion in BFW
and generated $128 million in VR payments (Chart 1).
From the outset, BFW increased much more rapidly
than VR payments, reflecting the lag effect of the
cost-reimbursement model, which requires a client to
attain 9 months of earnings at or above the SGA level
before the SVRA can submit a claim. This lag effect
may also reflect cases in which clients have either
short-term success that generates BFW but not a VR
payment, or longer-term success for which the SVRA
never requested payment. Further, SSA processes
some claims quickly; these may reflect milestone pay-
ments under TTW, which can occur even if earnings
do not reach SGA level. Because TTW was not fully
rolled out in the first years of the study period, early
payments may have been less common than they were
in later years.

Few clients who applied in 2002 generated VR
payments (Table 2). Among the 266,039 members of
the 2002 applicant cohort, 9,510 (3.6 percent) gener-
ated any payment by the end of 2012. Among that
group, the average VR payment amount was $13,517

Chart 1.

Cumulative BFW and VR payment amounts for
disability program beneficiaries who first applied
for services in 2002

2012 $ (billions)

1.61
BFW
1.2
0.8
0.4
VR payments
o.o_ /

T T T T T T T T T T T
0 12 24 36 48 60 72 84 96 108 120 132
Months since application

SOURCE: Authors’ calculations using the 2012 DAF linked to
RSA-911 closure files.

(roughly consistent with statistics published in SSA
n.d. b). Median values (not shown) were lower than the
mean values, in part reflecting much higher payments
to SVR As serving blind individuals, who constitute a
small share of total VR clients.

BFW were many times higher than VR payments
for 2002 applicants. For the entire cohort, BFW
accumulated through year-end 2012 were 11.5 times
the cumulative amount of VR payments. By the end
of 2012, virtually all VR payments that would ever
be generated had been paid, yet BFW can continue to
accrue until beneficiaries return to the disability rolls,
reach retirement, die, or have their benefits terminated
for another reason. Between the end of the 4™ calendar
year after case closure and year-end 2012, VR clients
generated an additional 10 percent of VR payments,
but they accounted for an additional 40 percent of
BFW. When limiting follow-up to the end of the 4
calendar year after VR case closure, the ratio of BFW
to payments was 7.8.

Differences in BFW and Payments
Based on the Receipt of VR Services

Although 40.2 percent of 2002 VR applicants did not
sign an IPE, that group accrued about 21 percent of
the total BFW through the 4™ calendar year after case
closure and about 28 percent of the total BFW through
2012. The group’s disproportionately low share of
BFW may indicate that a lack of VR services left them
underprepared for a successful job search relative

to those who received services. Conversely, failure

to sign an IPE could also signal that this group was
less likely to work. However, the group accrued more
than one-quarter of the total BFW by year-end 2012,
suggesting that many of the applicants who did not
receive VR services were nevertheless interested in
and able to work at a significant level.

Applicants who signed an IPE accounted for
60 percent of the applicants overall but they accounted
for 86 percent of the clients who generated VR pay-
ments by year-end 2012. This finding is predictable
because the SVRA must document the provision
of services to claim reimbursement. However, it
also implies that 14 percent of the beneficiaries who
generated payments did not receive an IPE prior to
closure of their 2002 application. Because receipt of
services is required for a payment to be generated,
these applicants therefore must have later reapplied for
VR, received services, and worked at a level sufficient
to generate a payment. For those who did not sign an
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Table 2.

VR payments and BFW generated by disability program beneficiaries who first applied for VR services

in 2002
All With an IPE With no IPE
Through 4th Through 4th Through 4th
calendar calendar calendar
year after VR Through|year after VR Through|year after VR Through
Measure case closure 2012]| case closure 2012]| case closure 2012
Sample size 266,039 159,126 106,913
Cases that generated a VR payment
Number 8,000 9,510 7,277 8,167 723 1,343
As a percentage of full sample 3.0 3.6 4.6 51 0.7 1.3
VR payment amounts (2012 $)
Total (millions) 109.7 128.5 103.6 115.2 6.1 13.4
Average—
Per case generating a payment 13,712 13,517 14,234 14,104 8,455 9,947
Per sample member 412 483 651 724 57 125
BFW among full sample (2012 $)
Total (millions) 860.6 1,481.2 676.0 1,071.8 184.6 409.4
Average 3,235 5,568 4,248 6,735 1,727 3,829
Ratio of BFW to VR payment amount 7.8 115 6.5 9.3 30.2 30.6

SOURCE: Authors' calculations using the 2012 DAF linked to RSA-911 closure files.
NOTE: All dollar values are adjusted using SSA cost-of-living adjustments through 2012.

IPE, the ratio of BFW to VR payments as of year-end
2012 is substantially higher (30.6) than the ratio for
those who did sign an IPE (9.3). This last finding is
driven, at least in part, by the relatively small number
of non-IPE cases with a VR payment, which tends to
exaggerate the BFW-to-VR payment ratio.

VR Payments and BFW
by Applicant Subgroup

The likelihood that beneficiaries will work at a level
that generates VR payments and accrues BFW varies
depending on their individual characteristics. Table 3
presents statistics on VR payments, BFW, and the
ratio of BFW to payments through the 4" calendar
year after case closure for each applicant subgroup.
Although only 3.0 percent of applicants overall gener-
ated a VR payment, some subgroups were much more
likely to do so; for example, 7.0 percent of those cate-
gorized by SSA as having a sensory or communication
impairment and 6.5 percent of those whose VR case
was not closed in less than 4 years. Payments were
relatively less likely for VR cases that were closed
quickly (a maximum of 1.8 percent of applicants with
closure in less than a year) and for older applicants (no
more than 1.7 percent of those who applied at age 50
or older).

Relative to the other subgroups within each cat-
egory, the ratio of BFW to VR payment amounts was
higher for DI-only and SSI-only applicants, men,
African Americans, older applicants, applicants with
longer periods as beneficiaries or with intellectual
impairments, applicants who were already working
when they sought VR, and those whose cases were
closed relatively quickly. The reasons for these dif-
ferences may vary across groups. Older applicants,
for example, may have a higher ratio than younger
applicants because they generally have higher monthly
benefit amounts to forgo; but they are also less likely
to generate a VR payment than younger applicants are.
This type of difference also explains the relatively high
ratio for applicants with intellectual impairments—
many of those individuals likely receive only SSI and
forgo a relatively small amount over many months as
they sustain work, but do not accrue work earnings
sufficient to generate VR payments.

To better understand the differences in the ratios
across subgroups, Table 3 also shows the percent-
age distributions of all applicants, of applicants who
generated a VR payment, of VR payment amounts,
and of BFW, by subgroup for each characteristic
category. For example, DI-only beneficiaries repre-
sented 32.7 percent of all applicants, 42.1 percent of
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Table 3.

Selected VR outcomes by characteristics of disability program beneficiaries who first applied for VR services in 2002, through the 4th calendar

year after VR case closure

Cases that generated

Among all applicants,

a VR payment average— Percentage distribution of—
VR Ratio of Cases that VR
payment BFW| BFW to VR| Applicants| generated a| payment BFW
Characteristic Alll  Number| Percent| (2012%)] (20129%)| payments overall| VR payment] amounts| amounts
Total 266,039 8,000 3.0 412 3,235 7.8 100.0 100.0 100.0 100.0
Program
DI only 87,117 3,364 3.9 510 4,141 8.1 32.7 421 40.5 41.9
SSl only 106,646 2,181 2.0 277 2,245 8.1 401 27.3 26.9 27.8
Concurrent DI and SSI 72,276 2,455 3.4 494 3,604 7.3 27.2 30.7 32.5 30.3
Sex
Men 143,449 4,489 3.1 420 3,455 8.2 53.9 56.1 54.9 57.6
Women 122,590 3,511 29 404 2,977 7.4 46.1 43.9 451 42.4
Race
White 182,370 5,695 3.1 446 3,275 7.3 68.6 71.2 74.1 69.4
African American 66,481 1,826 2.7 335 3,165 9.5 25.0 22.8 20.3 24 .4
Other race 17,188 479 2.8 287 308 1.1 6.5 6.0 4.5 0.6
Ethnicity
Hispanic 19,715 690 3.5 466 3,394 7.3 7.4 8.6 8.4 7.8
Non-Hispanic 245,421 7,302 3.0 409 3,227 7.9 92.3 91.3 91.6 92.0
Educational attainment
Less than high school diploma 71,895 1,555 2.2 305 2,144 7.0 27.0 194 20.0 17.9
High school diploma or equivalent 122,006 3,350 2.7 347 2,948 8.5 45.9 41.9 38.6 41.8
Some postsecondary education, no degree 37,852 1,534 41 627 4,022 6.4 14.2 19.2 21.6 17.7
Postsecondary degree 32,685 1,523 4.7 655 5,765 8.8 12.3 19.0 19.5 21.9
Age
17 or younger 10,761 511 4.7 945 3,211 3.4 4.0 6.4 9.3 4.0
18-25 53,318 1,926 3.6 561 3,496 6.2 20.0 241 27.3 21.7
26-29 18,520 703 3.8 541 4,297 7.9 7.0 8.8 9.1 9.2
30-39 61,045 2,057 3.4 454 4,036 8.9 229 25.7 25.2 28.6
40-49 76,473 2,040 2.7 323 2,981 9.2 28.7 25.5 22.5 26.5
50-59 40,533 690 1.7 167 2,007 12.0 15.2 8.6 6.2 9.5
60 to full retirement age 5,389 73 1.4 80 819 10.2 2.0 0.9 0.4 0.5
(Continued)
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Table 3.
Selected VR outcomes by characteristics of disability program beneficiaries who first applied for VR services in 2002, through the 4th calendar
year after VR case closure—Continued

Cases that generated | Among all applicants,
a VR payment average— Percentage distribution of—
VR Ratio of Cases that VR
payment BFW| BFW to VR| Applicants| generated a| payment BFW
Characteristic Alll  Number| Percent] (20128)] (2012 $)] payments overall| VR payment| amounts| amounts
Years as a beneficiary at time of VR application
0 (became a beneficiary after VR application) 28,011 764 2.7 491 2,331 4.7 10.5 9.6 12.5 7.6
2 or fewer 56,046 1,633 29 437 2,967 6.8 211 20.4 22.3 19.3
3-5 32,838 1,202 3.7 461 3,714 8.1 12.3 15.0 13.8 14.2
6-10 54,610 1,774 3.2 405 3,518 8.7 20.5 222 20.2 22.3
More than 10 94,534 2,627 2.8 361 3,331 9.2 35.5 32.8 31.2 36.6
SSA impairment group ?
Sensory/communication 17,807 1,250 7.0 1,363 6,958 5.1 6.7 15.6 221 14.4
Musculoskeletal 18,392 610 3.3 405 3,744 9.2 6.9 7.6 6.8 8.0
Nervous system 12,290 497 4.0 653 4,021 6.2 4.6 6.2 7.3 5.7
Psychiatric 80,455 2,476 3.1 337 3,068 9.1 30.2 31.0 247 28.7
Intellectual 37,687 841 2.2 235 2,910 12.4 14.2 10.5 8.1 12.7
Other ° 99,408 2,326 23 342 2,635 7.7 37.4 291 31.0 30.4
Employment status at time of VR application
Not employed 232,530 6,765 29 397 2,868 7.2 87.4 84.6 84.2 77.5
Employed 30,425 1,212 4.0 565 6,154 10.9 1.4 15.2 15.7 21.8
Less than 20 hours per week 9,104 366 4.0 549 4115 7.5 34 4.6 4.6 4.4
20-34 hours per week 10,731 448 4.2 506 5,541 11.0 4.0 5.6 4.9 6.9
35 hours or more per week 8,689 368 4.2 678 10,108 14.9 3.3 4.6 54 10.2
Months from application to case closure
0-2 21,708 150 0.7 61 1,650 27.2 8.2 1.9 1.2 4.2
3-5 34,153 403 1.2 85 2,125 251 12.8 5.0 2.6 8.4
6-11 60,436 1,082 1.8 131 2,824 21.6 22.7 13.5 7.2 19.8
12-17 41,231 1,111 2.7 219 3,168 14.4 15.5 13.9 8.2 15.2
18-23 27,845 978 3.5 342 3,363 9.8 10.5 12.2 8.7 10.9
24-35 34,425 1,516 4.4 526 3,815 7.2 12.9 19.0 16.5 15.3
36-47 18,679 979 5.2 760 4,235 5.6 7.0 12.2 12.9 9.2
48 or more 27,562 1,781 6.5 1,695 5,324 3.1 10.4 22.3 42.6 171

SOURCE: Authors’ calculations using the 2012 DAF linked to RSA-911 closure files.

NOTE: Percentage distributions may not sum to 100.0 because of rounding or because data coded as "missing" or "unknown" (comprising less than 1 percent of total observations for any
subgroup) are omitted.

a. As of the first month during the VR spell in which the individual met the definition of "beneficiary."

b. Including "missing" or "unknown."
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applicants generating a VR payment, 40.5 percent of
VR payment dollars, and 41.9 percent of BFW. When
a subgroup’s share of applicants with a given outcome
is greater than that subgroup’s share of all applicants,
the members of that subgroup had a disproportionately
strong outcome. Therefore, DI-only beneficiaries
generated disproportionate shares of payments and
BFW relative to their share of the applicant pool.
Conversely, when a subgroup’s share of all applicants
is greater than its share of applicants with a given out-
come, members of that subgroup had a weaker result
for that outcome.

Although the ratio of BFW to VR payments was
the same among SSI-only and DI-only applicants (8.1),
SSI-only applicants accounted for disproportionately
low shares of VR payments and BFW, in contrast with
DI-only beneficiaries. Although BFW can accrue for
each month in which an SSI-only recipient works,
the SSI monthly amount received tends to be low and
work often does not result in full loss of cash benefits
in the month. Moreover, SSI recipients generally
lack significant work experience, reducing the likeli-
hood of working at the level required to generate a
VR payment.

The ratio of BFW to VR payments is significantly
lower among applicants younger than 18 (3.4) than
that of applicants aged 5059 (12.0). The difference is
driven largely by the lower share of applicants generat-
ing a VR payment for the older group (8.6 percent,
versus that group’s 15.2 percent share of applicants
overall) in contrast with the higher share for the
younger group (6.4 percent, versus their 4.0 percent
share of applicants overall). For the younger group,
the share of VR payment dollars (9.3 percent) is even
higher than the share of applicants generating pay-
ments; this might reflect expenditures for more exten-
sive vocational, training, or postsecondary education
programs for this group. Because these beneficiaries
could accrue BFW for many years, successful returns
to work are particularly important for this group and
we would likely find that their BFW dwarfs the pay-
ments they generate to SVRAs if we followed them for
longer periods.

Beneficiaries who had been on the disability rolls
for longer periods when seeking VR had a higher ratio
of BFW to VR payments than did those who were
recent awardees (9.2 for those who had been benefi-
ciaries for more than 10 years and 6.8 for those who
had been receiving benefits for 2 years or less). A more
recent onset of beneficiary status may indicate rela-
tively less stable health and disability status, leading to

less stable employment as well, which could underlie
the reduced BFW we see for this group. Individuals
who received SSI as children but sought VR after
completing school as young adults would have been
on the rolls for many years and could begin accruing
BFW soon after applying for VR. Some applicants
may have already begun accruing BFW when seek-
ing VR, looking for additional assistance to maintain
employment. These possibilities also explain why, in
this category, the subgroup with the lowest ratio of
BFW to VR payments is the individuals who were not
receiving benefits at the time of VR application; they
had fewer potential months of observation as current-
pay beneficiaries and therefore had fewer opportuni-
ties to accrue BFW during the study period.

Among SSA impairment categories, applicants
with sensory and communication disorders had the
lowest ratio of BFW to VR payments while those
with intellectual impairments had the highest ratio."
Applicants with sensory impairments accrued a
disproportionately large share of VR payment dol-
lars, perhaps reflecting the cost of funding workplace
accommodations such as screen readers for those with
visual impairments; Schimmel Hyde and O’Leary
(2017) showed that the average payment amounts for
SVR As that serve blind clients are much higher than
those for SVR As serving nonblind clients. Applicants
with intellectual impairments had a low share of VR
payment dollars but a relatively higher share of BFW.
Individuals with intellectual impairments often receive
SSI and may work at modest wage levels for sustained
periods, which could result in BFW for each month
worked at a level that does not generate a VR payment
under the cost-reimbursement system.

Applicants whose cases remained open for longer
periods had lower ratios of BEW to VR payments than
did those whose cases closed relatively quickly. Very
short spells are likely to be concentrated among those
who applied but did not receive an IPE for reasons
related to the limited availability of services or lack of
client interest in continuing with services. It could also
be that those with short spells found jobs on their own
before VR services became available. If so, those jobs
were not particularly successful, given the subgroup’s
relatively low average BFW values relative to those
for other groups. Strikingly, the subgroup with a
VR spell lasting at least 48 months represents about
10 percent of all applicants but more than 40 percent
of VR payment dollars. Longer spells could indicate
that the SVRA had a long-term service relationship
with the client resulting in a successful work outcome
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(because the client was receiving education or training
or because the case was left open until the beneficiary
had earnings high enough to generate a payment)

or because the accrued cost of providing long-term
services eventually led the SVRA to seek payment.

Interestingly, we did not find large variations in
outcomes based on the time spent waiting for services
(not shown; those results are presented in Schimmel
Hyde and O’Leary 2017). Honeycutt and Stapleton
(2013) found that the more an SVRA had to resort to
placing DI-beneficiary VR applicants on wait lists in
a given month, the poorer the clients’ employment
outcomes 48 months later. Our findings may at first
seem inconsistent with theirs, in part reflecting that
their waiting-time measure was defined from the
perspective of the agency and not the applicant. Addi-
tionally, the discrepancy may highlight the importance
of length of follow-up for beneficiaries who applied
for services. Individuals who face a long delay in
receiving services may be slower to attain positive
employment outcomes, such that they are not realized
until after the end of a 48-month observation period.
Moreover, although the length of the wait for services
did not seem to affect the /ikelihood that those services

would lead to BFW and VR payments, waiting for
services would certainly have delayed when BFW and
VR payments occurred, which has meaningful impli-
cations for beneficiaries, SVR As, and SSA.

Subgroup Differences in BFW and VR
Payments Conditioned on the Receipt
of VR Services

As described above, the likelihood of signing an

IPE and receiving services varies across subgroups.
Because receiving services is requisite for generating
a payment (at least for the current VR spell), Table 4
shows VR payments, BFW, and ratio of BFW to
payments through the 4™ year after case closure for
applicants who signed an IPE, by subgroup. For every
subgroup of applicants with an IPE, the ratio of BFW
to VR payments is considerably lower than the overall
ratio for applicants without an IPE. Beneficiaries who
signed an IPE generated 94 percent of total VR pay-
ments but accounted for only 79 percent of the BFW,
as we can calculate from Table 2. Because the BFW-
to-VR payment ratios of IPE signers reflect the com-
paratively high VR payments in the denominator, their
ratios are lower than those of applicants without an

Table 4.

Applicants who signed an IPE: Number, and average VR payment and BFW through the 4th calendar year
after VR case closure, by characteristics of disability program beneficiaries who first applied for services

in 2002
Average VR
Share of all VR payment| Average BFW| Ratio of BFW to
Characteristic Number| applicants (%) (2012 §) (2012 $)] VR payments
Total 159,126 59.8 651 4,248 6.5
Program
DI only 53,157 61.0 788 5,275 6.7
SSl only 60,609 56.8 456 3,064 6.7
Concurrent DI and SSI 45,360 62.8 751 4,628 6.2
Sex
Men 85,712 59.8 664 4,548 6.9
Women 73,414 59.9 635 3,899 6.1
Race
White 111,845 61.3 688 4,249 6.2
African American 38,799 58.4 543 4,188 7.7
Other race 8,482 49.3 657 4,519 6.9
Ethnicity
Hispanic 11,558 58.6 751 4,555 6.1
Non-Hispanic 147,448 60.1 643 4,224 6.6
Educational attainment
Less than high school diploma 41,149 57.2 511 2,941 5.8
High school diploma or equivalent 74,493 61.1 536 3,771 7.0
Some postsecondary education,
no degree 22,712 60.0 993 5,328 5.4
Postsecondary degree 20,772 63.6 966 7,367 7.6
(Continued)
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Table 4.

Applicants who signed an IPE: Number, and average VR payment and BFW through the 4th calendar year
after VR case closure, by characteristics of disability program beneficiaries who first applied for services

in 2002—Continued

Average VR
Share of all VR payment| Average BFW| Ratio of BFW to
Characteristic Number| applicants (%) (2012 §) (2012 $)] VR payments
Age
17 or younger 8,415 78.2 1,184 3,699 3.1
18-25 33,290 62.4 847 4,519 5.3
26-29 11,070 59.8 833 5,640 6.8
30-39 35,875 58.8 730 5,339 7.3
40-49 43,699 57.1 531 4,013 7.6
50-59 23,447 57.8 271 2,645 9.8
60 to full retirement age 3,330 61.8 126 924 7.3
Years as a beneficiary at time of VR
application
0 (became a beneficiary after VR
application) 20,370 72.7 642 2,836 4.4
2 or fewer 29,906 53.4 784 4,341 5.5
3-5 18,729 57.0 751 4,944 6.6
6-10 32,025 58.6 647 4,525 7.0
More than 10 58,096 61.5 556 4,319 7.8
SSA impairment group ?
Sensory/communication 13,430 75.4 1,713 7,949 4.6
Musculoskeletal 9,233 50.2 758 5,562 7.3
Nervous system 7,507 61.1 1,012 5,381 5.3
Psychiatric 44,525 55.3 566 4,120 7.3
Intellectual 25,550 67.8 329 3,494 10.6
Other ® 58,881 59.2 549 3,478 6.3
Employment status at time of VR
application
Not employed 136,576 58.7 639 3,832 6.0
Employed 22,537 74.1 726 6,773 9.3
Less than 20 hours per week 6,622 72.7 725 4,554 6.3
20-34 hours per week 7,922 73.8 657 6,068 9.2
35 hours or more per week 6,562 75.5 852 11,184 13.1
Months from application to case
closure
0-2 660 3.0 124 3,208 25.9
3-5 7,486 21.9 180 4,226 23.5
6-11 29,265 48.4 202 4,059 201
12-17 27,876 67.6 303 3,790 12.5
18-23 21,833 78.4 421 3,775 9.0
24-35 29,329 85.2 606 4,052 6.7
36-47 16,692 89.4 848 4,441 5.2
48 or more 25,985 94.3 1,797 5,482 3.1

SOURCE: Authors’ calculations using the 2012 DAF linked to RSA-911 closure files.

NOTE: Signing an IPE indicates agreement between the applicant and the VR counselor on services to be provided. It typically represents

the formal beginning of VR service receipt.

a. As of the first month during the VR spell in which the individual met the definition of "beneficiary."

b. Including "missing" or "unknown."
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IPE. Table 4 shows little variation in the ratios across
the subgroups of applicants with an IPE, with most
ranging between 6 and 7. Overall, though, the cross-
subgroup patterns of the ratios shown in Table 3 for all
applicants are not substantively different from those
seen in Table 4 for applicants who signed an [PE.

Discussion and Conclusions

We find that relatively few of the beneficiaries who
sought VR services generated a payment from SSA to
an SVRA. This may reflect two factors. First, benefi-
ciaries face substantial barriers to entering the labor
force, and even if they succeed, they may not sustain
work at a level that triggers VR payment. This may

be especially relevant under the cost-reimbursement
system that SVR As use for most beneficiary appli-
cants, which requires earnings at or above SGA level
to be sustained for 9 out of 12 consecutive months.
This means that beneficiaries who work at SGA level
but only for a few months, or those who work for
many months but at a lower level, would not generate a
payment. Under the TTW milestone-outcome payment
system, payments may be generated for lower levels
of work earnings, but relatively few SVR A applicants
have been assigned to that system, even in recent years
(Schimmel Hyde and Stapleton 2015).

The relative rarity of applicants who generate a VR
payment may also reflect instances of SVR As failing
or opting not to request payment, even for beneficia-
ries who work at the level that would warrant one.
Schimmel Hyde and O’Leary (2017) identify differ-
ences across SVR As in the share of applicants who
generate a payment, even in cases with comparable
BFW amounts. SVR As differ in how well they follow
clients who have found work, how well they document
costs for which they request reimbursement, and how
difficult they find the process for requesting reim-
bursement. SVR As that are relatively less financially
constrained by the funding they receive from RSA
may see less value in seeking reimbursement from
SSA. The Government Accountability Office (2009)
reported that SVR A staff members often thought the
costs of tracking beneficiaries outweighed the benefit
of reimbursement. Similarly, ENs participating in the
TTW program noted difficulty in tracking applicants;
once clients are stabilized in work, they often lose
interest in providing current earnings information.
When that occurs, ENs can find it challenging and
time-consuming to track client earnings, ask SSA for
payment, and follow up accordingly (Altshuler and
others 2011). Even agencies that can effectively track

clients over time may perceive or observe that the
costs and paperwork involved in doing so outweigh
the value of the reimbursement.

After our analysis period ended, SSA instituted
changes that may have increased the likelihood that
SVRAs receive payments for which they are eligible.
Specifically, starting in 2013, the agency offered to
alert SVR As when their beneficiary clients attained
earnings above SGA level, if so requested. Since
then, the number and value of payments made by
SSA to SVRASs have been markedly higher; in fiscal
year 2015, SSA paid more than 12,000 claims—more
than double the number paid in fiscal year 2012
(SSA n.d. b). We do not know the extent to which this
increase was because of the new SGA-alert program
versus other influences such as an improved economy.
Additionally, even with the number of payments
doubling, the share of applicants who generate one for
their SVRA is still low. Revisiting this analysis using
data for 2013 and later might indicate whether addi-
tional improvements are possible.

Even if the share of applicants who generated a VR
payment were to increase significantly, the return on
SSA’s investment may still be good if payments are
judged relative to BFW. We find that BFW for 2002
applicants amounted to about 10 times the value of
VR payments; even under our more conservative
accounting using a shorter follow-up period, the ratio
is about 8. As such, payments would have to rise
substantially to equal the BFW amount that accrues
after application for VR services. Most VR payments
are made through the cost-reimbursement system, so
SVRAs already recoup all or most of their client reha-
bilitation costs when SSA pays them. Total VR pay-
ment amounts could feasibly increase only if SVRAs:

1. Increase the share of SSA program beneficiaries
served,

2. Provide more expensive/intensive services per
beneficiary than they do now,

3. Extend employment services for clients approach-
ing the threshold that generates a VR payment (for
example, by providing additional support to clients
who work at or above the SGA level for 8 months and
are served under the cost-reimbursement system), or

4. Improve the monitoring of employed clients so that
the SVRA can claim and receive payments for a
higher proportion of clients with long-term success.

Options 1 and 2 seem reasonable in that they
would likely increase BFW amounts as well as VR
payment costs and could thereby represent improved
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outcomes for beneficiaries, SVR As, and SSA. Still,
even with the possibility of additional VR payments,
SVR As are likely to be constrained by other factors
that will hinder or prevent their expansion of services.
Since 2008, SSA has encouraged option 3 through

an initiative called Partnership Plus, which enables a
client whose SVRA services conclude to continue to
receive services from an EN. Additionally, as men-
tioned above, SVR As can request an SSA alert when
a client beneficiary has earnings above SGA level,
and this initiative may bear additional fruit in the near
future. Increased VR payments from SSA, even if
they equaled BFW, would still be small relative to the
total funding provided to SVR As by RSA and state
matching funds, and could free SVRA resources to
provide additional services. In this way, additional
payments made possible through option 4 could make
more services available through options 1 and 2, and
could improve service outcomes under option 3. This
is particularly important in light of our finding that a
significant number of beneficiaries who are not served
on their initial VR spell reapply, generate BFW, and go
on to generate a VR payment after reapplying. Letting
these beneficiaries fall through the cracks—even if
temporarily—seems like a lost opportunity in terms of
their work activity, well-being, and potential BFW.

Although our work identified the subgroups that are
most likely to receive services, generate a payment,
and accrue BFW, we did not delve into cross-group
differences. A multivariate consideration of character-
istics might identify the factors most likely to predict
employment success and thus could allow SSA to
identify target groups, inform them of employment
opportunities, and encourage them to consider and
pursue their employment options.

More study is also needed to identify whether VR
services cause beneficiaries to find work—and if so,
the types of services that might be most beneficial.
Our analysis was designed to document an association
between VR payments and BFW and was not meant
to capture the extent to which VR services resulted
in either outcome. In fact, our work suggests that the
relationship is not strictly causal, given the finding that
many applicants who never signed an IPE had BFW.
For that group, VR services seemed not to be neces-
sary to lead to employment. However, our results also
showed that some beneficiaries in that group reapplied
for VR services—indicating that they saw value in
assistance—and we do not know if outcomes may
have been better, had services been received, among
those who did find work.

Designing a study that identifies a causal mecha-
nism between certain VR services and employment
outcomes will continue to be a challenge because those
services are available to all SSA disability program
beneficiaries and application is voluntary. The dif-
ficulty of identifying causation underlies past stud-
ies that consider the effect of VR services on client
outcomes and, as such, no nonexperimental study of
VR has provided definitive answers. The inherent
weakness of nonexperimental analysis of employment
programs has been quantified by reanalyzing experi-
mental findings using nonexperimental methods (see,
for example, Bloom and others 2002; and Glazerman,
Levy, and Meyers 2003). Beyond this general problem,
there is evidence that nonexperimental methods may
be less accurate for persons with disabilities because
there tends to be a poor correlation between avail-
able observable characteristics and the likelihood of
successful employment for those populations. Peikes,
Moreno, and Orzol (2008) compared experimental and
nonexperimental outcomes specifically for employment
supports for SSA program beneficiaries with disabili-
ties. They found the two methods gave results that dif-
fered in both magnitude and direction, likely because
unobservable characteristics, such as motivation, locus
of control, and health status were more important than
the extensive observable characteristics that were avail-
able for the treatment and comparison groups. O’Neill
and others (2015) similarly found that matching on
observable characteristics might not fully account for
differences between SSA disability program beneficia-
ries in treatment and comparison groups. More recent
examinations have used improved nonexperimental
methods to examine the marginal effect of VR (Dean
and others 2014), but whether these methods provide
true estimates of VR effects remains unresolved.

Although the causal relationship is important, data-
driven approaches can also shed light on the likely
effectiveness of the VR program. In the absence of
reliable nonexperimental methods, it is useful to know
that BFW after VR application not only exceed the
VR payment amounts but, in general, are 8 to 10 times
their size. This is not conclusive proof, but it is at least
consistent with the notion that VR services are effec-
tive. It will remain important to develop and weigh
the other available evidence to determine whether it
too indicates a positive return on VR investment. To
borrow from legal jargon, in the absence of evidence
beyond a reasonable doubt, a preponderance of the
evidence provides the best available guidance to poli-
cymakers on these important services.
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"' Our study period encompasses calendar years; the SSA
payment amounts are reported for fiscal years.

2 During the period of our analysis, the DAF was a
restricted-use data file. It is compiled annually from various
administrative files and is available to SSA employees,
contractors, and other agencies and organizations that
have formal agreements with SSA. Information and
documentation on the DAF are available at https:/www
.ssa.gov/disabilityresearch/daf.html. Within that resource,
information specifically about BFW is in “Volume 3:
Tips for Conducting Analysis with the DAF14.” SSA
recently released selected variables from the DAF for a
sample of beneficiaries contained in that file at https:/
www.ssa.gov/disabilityresearch/documents/daf puf
/DAFPublicUseFileDocumentation.pdf.

3 A study based on VR cases closed in 1975 made a
similar comparison based on the Beneficiary Rehabilitation
program, an earlier version of the SVRA cost reimburse-
ment system we consider here. That study found that every
dollar spent on services resulted in cost savings to the DI
Trust Fund ranging from $1.39 to $2.72 (McManus 1981).

*In this article, all ratios are expressed with the numera-
tor only; the denominator in all instances is 1.

5 In 2018, SGA for nonblind beneficiaries is defined as
earnings of at least $1,180 per month.

8 SSA’s Vocational Rehabilitation Providers Handbook
describes the conditions for SVR A reimbursement, includ-
ing (1) the individual must be a Disability Insurance (DI)
or Supplemental Security Income (SSI) beneficiary at the
time the services are provided; (2) the services must have
contributed to the person’s going to work and reaching
earnings at or above the SGA amount; (3) the services must
be determined to be reasonable and necessary; and (4) sav-
ings to the trust fund (for DI) or general fund (for SSI) must
be achieved as a result of the individual going to work and
reducing or eliminating benefit dependency. Our discus-
sions with SSA staff revealed that the fourth condition is an
objective rather than a requirement, in that SSA does not
formally calculate whether savings accrued. For example,
it is unlikely that SSA would reimburse $50,000 for VR
services provided to a beneficiary 1 year from retirement.
There are reimbursable circumstances in which program
savings will not yet have been realized, as we will discuss.

7 The DAF-linkable VRRMS contains data for only three
VR spells that generated a claim for reimbursement—the

first and the two most recent. Although the inclusion of only
three claims may at first seem like a significant limitation

of the DAF-linkable VRRMS, practically speaking, it is
not. Claims within a single spell are generally aggregated
into a single record, even if payments were made to more
than one provider or service. Approximately 95 percent of
the beneficiary applicants in our subpopulation filed only
one claim. Of the 5 percent who had two or three claims
recorded in the DAF-linkable VRRMS during our study
period (January 2002 through June 2013), 93 percent had
only two claims. Thus, the inability to measure more than
three claims leads to very little bias relative to using the
full VRRMS, although to the extent that beneficiaries

had more than three claims, we would underestimate total
VR payments. For spells earlier than the most recent, the
DAF-linkable VRRMS does not specify when the payment
was made, which complicates efforts to adjust for inflation.
Based on statistics from the most recent spell, we assumed
that all earlier payments were made 18 months after clo-
sure. This assumption affected relatively few payments and
should not substantively affect our findings.

§ We provide this comparison for context, but note that
it is not representative of the share of all beneficiaries
who seek VR services. First, our definition of beneficiary
includes those who receive benefits at some point during
their VR spell, not only those receiving benefits in 2002.
Second, we are considering only first-time applicants
during 2002 and therefore do not count those applying for
VR in other years or applying for a second (or subsequent)
time during the year.

?In 2016, 29.0 percent of DI beneficiaries and 11.6 per-
cent of disabled SSI recipients were diagnosed with a
musculoskeletal system impairment (SSA 2017a, Table 11;
2017b, Table 38).

12 Substituting the RSA impairment classifications for the
SSA categories produced the same results.
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