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INTRODUCTION

This report is prepared by the Program for Disability Research in partial fulfillment of the Early Intervention Year 5 Work Plan. 

The idea of providing short-term support to prevent persons from longer-term dependency on social assistance programs is not a new idea, however, and relevant analogues to early intervention in the context of Social Security Disability exist both domestically and abroad.  We first look specifically at programs that are designed to divert persons from becoming dependent on disability benefit programs by either preventing the contingency that would make them eligible for the benefit program or by allowing or persuading them to return to work rather than access the benefit program.  Both private sector plans implemented within the United States and public sector programs in other countries are examined.

We also include, in this review, a look at existing welfare diversion programs.  Diversion as a state-specific strategy to reduce long-term dependency on public assistance has been around for almost 15 years, and there may be something to learn from this experience.  The report concludes with a suggestion of three diversion programs that could be further studied to gain a better understanding of the characteristics of successful diversion strategies with specific application to public-sector early intervention-type programs.

DISABILITY MANAGEMENT IN THE PRIVATE SECTOR


We begin our discussion of diversion programs with the recognition that receipt of Social Security Disability Insurance benefits is the end of the road for most beneficiaries. Most of them will have been involved with one or more disability benefit programs before they apply for DI benefits (Honeycutt, 2004). For the most part, these programs are private sector disability benefit programs both for on-the-job and off-the-job incidents. Thus, disability management programs are not confined to work injuries,  but include disabilities due to illness and chronic and disabling medical conditions that are not job-related. 


 For off-the-job cases, the benefit programs may be administered by the employer or an insurance carrier. However, in five states, temporary disability programs are mandated by state legislation.

For occupational injuries, state-mandated workers’ compensation programs provide medical care, cash benefits and return to work programs. Each state has its own program, and, with rare exceptions, all employers are required to insure or self-insure their liability under these programs

Figure 1 shows something of this progression. Our interest is in diversion programs that divert persons from accessing the particular benefit program. But, in one sense, the ultimate diversion program is in preventing the accident or illness that would result in absence from work and trigger a cash or medical benefit. In the private sector in the United States, firms are increasingly aware of the possibility that their costs can be reduced if they invest in programs that prevent accidents or illnesses or mitigate their consequences should they occur. 

Overview of Private Sector Disability Management

Disability management
 is the broad term used to encompass a variety of activities and programs intended to prevent disabilities from occurring, and/or to minimize their impact on employers and employees.  It should be noted that formal disability management generally is a function of the size of the organization.  For most small employers, disability management is simply a reflection of the personality of the company boss or owner.  Therefore, in the following, the programs and policies described will largely reflect those of larger employers in the US.

Currently "disability management" in the U.S. is at various stages of development.  In its most complete form, it will address disabilities incurred either on or off the job, and mental (including substance abuse) as well as physical disabilities.  The programs generally included under the mantra of disability management include:

· Safety Programs for Employees.  

· Employee Health Departments and/or Clinics,

· Wellness Programs, 

· Employee Assistance Plans, 

· Claims Coordination, Management and Return-to-Work

· Modified Return-To-Work Programs

Also included are ancillary activities that support disability management, such as the maintenance of an appropriate data system and the training and education of supervisors and other personnel in the area of disability prevention and management.


In successful disability management programs, the responsibility for disability management rests with the entire organization rather than being confined to the human resources department or any other unit of the organization.  The details of the administration will generally be the responsibility of designated departments, but all employees, supervisors, and most important, top management must support the disability management philosophy for it to be successful.  As a result, the success or failure of a disability management program is closely related to the "corporate culture" that exists. (Haback, Leahy, Chang, and Welch (1991)).  If the corporate culture is open, adaptive and inclusive, virtually any set of disability management programs will succeed, but alternatively, if the corporate culture is entrenched and hostile, even the best practices have little chance of success.

Increasingly, disabilities are less the result of traumatic incidents and more the product of conditions that develop over time.  As a result, prevention activities that involve constant attention to employee health, working conditions and ergonomics, have grown significantly in importance in the last ten years. Intervention through a wellness program, a safety/health department, or ergonomic innovation that requires intervention long before the person suffers a disability that results in absence from work, is being incorporated into disability management practices with greater regularity in the US.

To obtain a clearer picture of what these programs may entail, a brief description of each of these components of disability management in the US is provided.  While no general survey of current practices currently exists, experience gained through the Full Cost of Disability Studies
 provides an indication of the extent to which these programs are actually implemented.

Safety Programs for Employees 

Safety and accident prevention programs are generally those that have grown out of the Occupational Health and Safety regulations
 Typically, these practices will be administered by a safety department within the organization. In addition to regulatory compliance and reporting function (such as accident and injury reporting through OSHA 200 logs), the responsibility of the safety department will generally include safety training for staff and employees.  Safety training is usually comprised of orientation training for new employees, and topical training recurring (usually at least annually) in selected areas of need.  Depending on the activities of the enterprise, such training will likely include a general safety orientation on plant or office rules and how to identify, report and rectify unsafe conditions, proper use of plant/office equipment, proper use and disposal of chemicals and hazardous waste, proper body mechanics and ergonomics, and the use of required safety equipment.  

The safety department will also be responsible for determining the need for protective equipment and then following through on its provision to employees and the monitoring of its proper use.  Such equipment may include items ranging from back belts, safety shoes and protective gloves in an industrial operation to wrist pads for keyboards, ergonomically correct chairs, and glare shields in an office environment.  

Safety departments will also likely be responsible for conducting safety evaluations at regular intervals, and establishing and operating safety committees comprised of management and line employees to maintain safety awareness and collect and disseminate information throughout the organization.

Because of their roots in OSHA regulations, safety departments (or some synonym) will be found in virtually all industrial and manufacturing organizations as well as other enterprises in which workers are exposed to hazardous environments (such as warehousing), chemicals or waste (such as hospitals).  In these organizations the safety departments are likely to be well developed and comprehensive, including all of the responsibilities outlined above.  Large office environments are also likely to have relatively sophisticated safety departments, concentrating more on ergonomics, slip and fall hazards, and fire and electrical hazards.  Even relatively small industrial organizations are likely to have fairly extensive safety "departments," usually in the form of a safety manager, or a manager with a safety role, since they will likely still attract OSHA's attention.
 Smaller office and service oriented business are not likely to have an established safety program.

Employee Health Departments and/Or Clinics

On-site employee health departments/clinics are likely to be associated with fairly large scale industrial and manufacturing enterprises.  Depending on the size of the business, these medical departments may be on-site facilities staffed by a physician (usually part time) and one or more occupational health nurses (OHN’s).  They may provide services ranging from pre-employment physicals and testing to determine fitness for duty (within ADA guidelines) and ergonomic testing, to providing first aid, administrating the wellness program, and providing emergency response training.  A primary duty of the OHN is dealing with work injuries and illnesses and helping to determine whether more than first aid is needed.  They may also be the point of contact for employees in need of general counseling for both general medical problems that might be referred to the employee’s physician, and emotional/psychiatric problems that might lead to a referral to the employee assistance program (EAP).  

Often, the occupational health nurse is also a key player in disability assessment for claims management, rehabilitation, and return-to-work functions, providing a liaison with the employee's physician.  They may be called upon to validate the leave durations and obtain further information from employee physicians when necessary.  They will often be responsible for verifying the health of employees who have obtained return-to-work releases, and establishing duty modifications (if there is not an ergonomist in the safety department or elsewhere) that are consistent with physical limitations, if any, imposed by the physician.

Larger dispersed organizations may have employee health departments at each facility, or at one central facility.  For smaller organizations, the enterprise may contract with a local medical provider, who functions as the medical clinic for many different organizations.  Even if they are fairly large, organizations that are not in industrial or manufacturing areas are far less likely to have an employee health department, unless the department functions as part of enterprise's wellness program (see below).  In such cases, even in relatively "safe" office environments, an employee health department may serve to evaluate employee illness and provide routine tests such as eye exams and physicals so that employees do not need to miss work to visit a doctor.  They may also provide annual flu shots, weight loss programs, stress relief training, and other forms of wellness training to improve employee health and reduce absenteeism.  Though never a widespread practice among employers, this wellness function for employee health departments appears to be fading in popularity in recent years as it has generally become regarded as being too expensive for the return it provides. 

Wellness Programs

Wellness programs are designed to promote wellness and healthy lifestyles among employees and their families.  And while on-site employee health departments serving wellness functions have become less common, wellness as a part of disability management has continued to grow in popularity.  Rather than providing services on-site, however, wellness departments (or specialists within the benefits department) develop the services and informational materials that reflect the needs of employees, and then contract with service providers to fulfill these needs. 

Programs often include the sponsorship of health fairs that will provide information, health tests, counseling and screening services on an annual or periodic basis.  Other common programs include smoking cessation, seat-belt and child car-seat safety, flu vaccinations, drug and alcohol abuse programs, fitness and exercise programs, stress management, cancer and AIDS awareness, weight management, and healthy eating/diet programs.  Many of these services are provided free of charge to company employees, or are provided at reduced rates through company-negotiated contracts.  So while on-site fitness facilities are becoming less common, many employers continue to provide reduced fee memberships to local health club, and sponsor fitness outings and events such as "walk-a-thons."

Again, wellness programs are fairly universal among large employers.  This is true for both industrial and service-oriented organizations.  The style of programs does, however, change according to employee populations.  High-tech companies are more likely to include stress management and fitness programs and events, while manufacturing enterprises are more likely to emphasize health education topics and disease screening.  Among small to medium sized employers wellness programs appear to be less universal.  Since services are available on a contract basis, the size of the organization is not necessarily a critical cost factor in providing such services.  Rather, smaller organizations are less likely to have a formal human resource or benefits department, with individuals who are aware of the breadth of disability management programs available. As a result, the existence of wellness style programs will be dependent on the background and interest of the owner or management leadership.  If the management leadership has a keen interest in wellness issues, then even a small enterprise may have a well conceived and comprehensive wellness program.  More likely, however, wellness related programs will be haphazard or non-existent within smaller organizations.

Employee Assistance Plans

Employee Assistance programs (EAPs) are designed to provide counseling and referral services to assist employees, and often their families, in dealing with a variety of personal problems, whether or not they affect job performance.

Confidential counseling is usually provided by independent firms, but in some cases may be provided on-site or off-campus by the employee health services department of the enterprise. Because confidentiality issues are of such importance to the success of EAPs, on-site services will often have a chilling effect on employee use of services, so off-campus facilities may also be available even if an on-site program exists. Usually, in addition to counseling facilities, an 800 (toll-free) number is provided for after hours needs, and for field employees who are unable to access the local services.  

EAPs will generally employ experienced professional mental health therapists or other professionals who are trained to help employees with a range of problems.  Such problems might include marital and family relationships, mourning and depression, anxiety, and substance abuse.  The programs are invariably confidential and voluntary, but managers and supervisors may be encouraged to assist employees in accessing the program whenever personal problems become apparent and begin affecting job performance.  

Typically, telephone "hot-line" services and a limited number of office counseling sessions are provided free of charge to employees and their families. When referrals are needed, employees may be able to receive pre-negotiated reduced fee services, or be directed to service providers that accept the company's health insurance. 

Among large employers, employee assistance programs again appear to be fairly universal.  There also appears to be little variation in the range of services provided.  Even among smaller employers, EAP services seem to be fairly common.

Claims Coordination, Management and Return-to-Work

If a disability occurs and a claim for benefits is made, then an effective disability management program must respond quickly.  Such a response involves a good bit more than the clerical processing of the claim.  The disability claim must be validated and the employee must be assured that the claim will be handled efficiently.  In addition, the disabled employee needs to know that following a proper period of recovery, that return-to-work is expected, and that the organization will do all that is necessary to return persons to work at their former job if possible, or to an alternative job for which they are suited.  If accommodations are necessary, these must be arranged and the work force prepared for the employees return.

The degree to which claims management varies among employers is tremendous.  As was described above, there are generally five types of income protection for employees who become disabled.  For occupational injuries and illnesses there is workers' compensation coverage which, though different in each state, will typically cover disability from the 14th day forward, and provide benefits at two-thirds the level of pre-disability wages. For non-occupational disability, there is sick-leave which covers day-to-day illnesses and injuries at 100 percent of pre-disability wages for anywhere from three days to several months, but more typically for 7-14 days. For longer term disabilities, including maternity, the next level of coverage is short-term disability (STD) insurance, which typically begins near the expected termination of sick-leave, and continues for 3-6 months, at 60-70 percent of pre-disability wages.  At the point at which STD ends, long-term disability income protection will generally begin, and provide coverage at about 60 percent of pre-disability wages, up to a specified monthly maximum, for the duration of the disability.  Since long-term disability benefits have conservative replacement rates, and are capped, employers with significant numbers of employees in high salary ranges may also offer optional extra protection that increases the replacement rate to 70 percent, or raises or removes the LTD cap.  Such protection if offered is invariably, at least partially, employee financed.

With the exception of workers' compensation, these programs are usually voluntary on the part of employers.  Five states do require STD coverage, (called temporary disability insurance, or TDI), but generally employers are not required to provide such protection.  As a result, the coverage for non-occupational disabilities is not universal.  Some employers provide no income protection, some provide only one form of protection, while many others provide the full spectrum of benefits.  While sick-leave is almost invariably employer financed when it is provided, STD and LTD may require employee contributions, or may be entirely employee financed.  Similarly, though sick-leave if it is provided is invariably self-insured by the enterprise, other plans may be self-insured or the protection may be purchased through private insurers.

The level of protection provided generally reflects on the degree to which disability claims are managed.  Since workers' compensation is nearly universal, requiring some degree of administration, claims management for workers' compensation will also likely exist, at least in some primitive form, in nearly all enterprises.  The same cannot be said for non-occupational disabilities.  As such, in the following, a comprehensive claims management system will be described, and then the following section will discuss the degree to which such a comprehensive system is instituted across employers.

For non-emergency cases, employees who become injured or ill on the job will generally be required to report to their supervisor for evaluation.  If an on-site occupational health clinic is present, such an employee would then be sent to the nurse at that location.  At this point an incident report would be completed, and if necessary the employee would be referred to a physician for further evaluation. Workers' compensation laws in some states allow employers to specify the initial health care provider for a workers’ compensation claim.
 Generally the employee can request a second opinion from a physician of their choice, but allowing employer first choice provides a significant level of control over the initial stages of a disability incident that are so critical to effective disability management practice.  At this point a medical information release is obtained so that the employer may obtain the information necessary to manage the claim.  

For disabilities that are not work-related, claims management will generally become involved in one of three cases:

· If an absence becomes prolonged without a definite date of expected return (such as an illness that continues for a week or more without definitive signs of improvement), 

· If the disability is expected from the outset to be of a prolonged nature (such as recovery from a car accident), or 

· If the disability is anticipated (such as a leave for scheduled surgery). 

In such cases, there is a reasonable expectation that the disability may extend beyond the sick-leave period and become a short-term disability claim. At this point, the employee would be required to begin some form of STD process.  While the administrative process and requirements differ between occupational and non-occupational disabilities, once a disability becomes a lost time claim, the management process should be essentially the same regardless of whether the disability is work-related. Though different across employers, a comprehensive claims management process would be expected to have some form of the following practices:

· A medical information release is obtained from the employee.

· A medical assessment and expected absence duration (expected return-to-work date) is obtained from the employee's physician.

· The medical assessment is reviewed by trained company medical personnel, usually a company nurse, and the proposed leave is evaluated using standardized classification codes (such as IDC 9 and ITCP surgical codes) set against established duration guidelines.  

· Consultation with a physician retained by the company may be initiated in complicated or unusual cases.  

· Further information in the form of test results and medical opinion may be requested from the employee's physician, particularly for medical prognoses that are vague or that fall outside reasonable limits.

· Early in the process, the employee should be involved, discussing their progress and maintaining contact and connection with the work environment.  It is during this dialog, or case management, that the value of the employee and the expectation of return-to-work is emphasized, and the possibility of accommodations discussed.

· Supervisors (and union representatives) should also be brought into the dialog as well. Based on the disability, a job evaluation may be needed to inform the physician of the essential functions of the job and assist them in making a return-to-work determination.

· Ideally, the supervisor will retain "ownership" of the employee by having the costs of the disability reflected in their performance evaluation.
 In this way the supervisor has a vested interest in returning the employee to work, and will tend to be more open minded, creative and flexible in determining work accommodation.

· As the end of approved absence approached, the return should be confirmed with participants, the employee (or union representative), supervisor, and the physician if necessary. If the absence duration is extended, supporting documentation should be obtained from the employee's physician, and the revision communicated to the supervisor/union representative. If the employee's disability extends into the long-term disability benefit period, the same claims management procedures should be continued, and the benefits transfer handled in an efficient manner.

· If the disabled employee is expected to have significant work limitations upon their return, an ergonomist, as well and other accommodation resources (such as the Job Accommodation Network), may be consulted to assist in determining proper accommodation for the returning employee.

· Once an employee is released for return-to-work, the fit between the accommodations and limitations of the returning employee should be validated so that the disability is not aggravated.  Coworkers should also be prepared for the employee's return to provide a supportive environment. 

· Employees who are released to return-to-work (are no longer disabled according to benefit plan definitions) and who cannot be reasonably accommodated, either in their former job, or in a commensurate job within the enterprise according to ADA requirements, may enter a period of assisted employment search within the company and beyond.  If a new position is not found within the enterprise, typically, the employee's employment is then terminated.  If the disability is occupational, and the individual has reach "maximum medical improvement" (MMI), the extent of "permanent partial disability" (PPD) is determined by the state workers' compensation system, and financial compensation is awarded.

While this outlines the design of a typical comprehensive claims management process, such comprehensive programs are still fairly unusual.  More common are fairly well developed programs for workers' compensation claims, but with little carry-over to non-occupational disabilities.  As a result, such disabilities often receive little or no claims management and return-to-work attention.  

Again, there is correlation between the level and financing of benefits provided, and the extent of disability management. Employers tend to see the pecuniary cost of disability only in terms of the cost of benefits.  Disability is thus seen as a minor cost whenever voluntary benefits (sick-leave, STD and LTD) are not provided, are employee financed, or are not sensitive to the employer's disability experience.  Workers' compensation is generally required, employer financed, and experience rated, so that workers' compensation claims tend to receive, at least, some level of claims management.  But unless there is a strong corporate culture that values return-to-work in its own right within the organization, claims management of non-occupational programs generally will not occur unless there are recognized pecuniary employer costs.

Modified or Transitional Return-To-Work Programs

Employees who are able to continue working or return-to-work following a disability, but who cannot return to their regular job due to activity restrictions may enter a light or modified return-to-work (MRTW) program.  In most cases the employee will simply return to their former department in a reduced or limited capacity.  Such light duty programs often have problems, however, since the employees are often resented by their supervisors and coworkers since they end up doing busy-work, or the easiest parts of the department's work, leaving the most difficult aspect of the department's work concentrated on the remaining full capacity workers.  Particularly in unionized facilities, this often presents difficult problems since the jobs with the lightest duty are often the "plum jobs," those requiring the most seniority.

In some companies the MRTW program will work quite differently.  Rather than requiring that the employee's former department develop a light duty position, the disability manager will first attempt to return the individual to light duty in their former position.  If the supervisor is unwilling or unable to accommodate the disabled employee, the disability manager will offer the "use" of the employee to other areas and departments, usually as some reduced cost to that department.  For example, the disability management department, or human resources, may agree to pay all or part of the employee's wages out of the HR budget.  Since the MRTW employee will provide productivity in excess of their cost to the accepting department, there is often a waiting list for the use of such workers, particularly in clerical and general administrative areas where training investments are small.  

The most successful of these programs are those that not only offer incentives to those departments who provide MRTW jobs, but also provide incentives to the originating departments to retain the employee. This is generally done by charging some portion of the employees cost to the originating department if the employee ends up accommodated in an alternative department. Such incentives tend to unleash creative problem solving in the originating department so that the frequency of accommodation failures drops dramatically. 

The program may have a pool of light duty temporary positions, often in the company's office or clerical entry-level positions that may be appropriate for workers with limitations.  A manager will review the employee's restrictions and determines whether one of MRTW positions is appropriate. Each MRTW jobs will often have had a full work-site evaluation by either an ergonomist or occupational therapist so that the essential functions are well documented. In other circumstances, such positions may be more ad hoc, so that an evaluation must be done when the job is selected.  A copy of the selected job's evaluation is sent to the employee's physician for approval.  If the physician notes additional restrictions based on the specific position identified, additional accommodations may be made.

Generally, the employee will either receive their normal rate of pay while working in the MRTW position, or they may receive the standard pay for the MRTW job, if lower, and receive benefits at the appropriate benefit replacement rate for the remaining earnings shortfall as compared to their previous earnings.

Typically, there is a maximum duration for participation in the MRTW program.  This may be set by policy, or by consultation between the employee, their physician, and the program manager.  The program manager will monitor the progress of the employee's restrictions and as the employee's condition improves, work with the employee, the employee's manager and their physician to return the employee to their regular position, possibly with restrictions, at the earliest feasible time.  If necessary, an ergonomist may be consulted to conduct a job analysis and settle restriction issues when return to the employee's regular job becomes feasible. 

Once employees return to their former position they may go through a process of work hardening in which their daily hours of work or duties at that position are gradually increased over time. Through this process an ergonomist or other occupational health professional may be consulted to determine if the employee is progressing satisfactorily, and eventually will determine whether the employee can return to the former job full time.

While modified/transitional return-to-work programs appear to be increasingly utilized by large employers, it is still not a common practice.  The practice tends to be tied primarily to occupational disability programs, but is being extended to non-occupational disabilities are part of the trend toward integrating the disability management practices for the two types of disability.  Among smaller employers, such programs would appear to be fairly rare.

Diversion and Disability Management:  Lessons Learned

It is not usual to think of disability management as a diversion program. Yet, if we think about diversion as one method of seeing to it that employees are diverted away from disability benefit programs to alternatives such as work in the open competitive labor market, then disability management is the acme of diversion programs.  All of the elements of disability management are designed to prevent accidents or illnesses so that an employee need not access a disability benefit program in the first place. If these events do happen, then disability management, as its name implies, is meant to manage disability so as to minimize its impact. The several programs that come under this rubric are designed to prevent sick leave recipients from graduating to the short-term disability programs, those on the short-term programs from moving on to the long-term programs and those on the long-term programs from the Social Security Disability Insurance programs. 

 If we are interested in diversion, it is increasingly obvious that the place to begin is where the process starts and that is at the workplace. Employers have learned how to manage disability and to employ the full range of programs designed to minimize its impact. These include safety programs, wellness programs and programs designed to monitor and police claims that are made. Observers of these programs come away with the impression that more attention is paid to work injuries than to illnesses and injuries that occur off the job.  Firms invest in duration controls and other work injury programs to manage disabilities that occur at work. Perhaps this is due to the way the workers’ compensation program is financed with employers recognizing that the premiums they pay for workers’ compensation insurance are sensitive to the number of accidents that occur at the plant.

There is not much that SSA can do about disability management at the work place but they might concern themselves with investigation of the current tax incentives for DI. At present, employers have every incentive to move persons from their long-term disability rolls to DI since that will result in a net savings. Perhaps the time is ripe for SSA to investigate the feasibility and the social desirability of a differential taxing system whereby the premiums employers pay for DI move from uniform premiums for all employers to ones that are experience rated. 

If SSA can do little to affect matters at the beginning of the chain of events that end in a DI allowance, then perhaps they could do more at the end of the chain as workers apply for DI benefits. That brings up the familiar notion of Early Intervention.  Applicants to the SSDI rolls could be provided with short-term cash stipends, employment services, and other supports to facilitate their return to the workplace. The effectiveness of this concept has yet to be tested.  However, if a pilot test of the EI concept showed encouraging results, then SSA might move one step back in the chain of events and examine the feasibility of intervening at the stage of long-term disability in non-work cases, or permanent total disability in workers’ compensation. The problems that might be encountered in this type of  ”Early-Early” intervention are similar to those that would be encountered in the Early Intervention programs. How does one identify persons who would go on to become DI beneficiaries? How can one assure that the extra costs of processing such cases would be compensated for by reduced trust fund expenditures as these persons do not access the rolls? Can a benefit-cost analysis be done that would convince legislators to appropriate the moneys to cover the costs of such experiments?

If Early-Early Intervention proves to be feasible, then one could always entertain the notion that it may be possible to move one step further back in the disability chain of events until one finally comes to the beginning and that brings us back to Disability Management at the work place where we began this discussion of diversions.

DIVERSION AND THE INTERNATIONAL EXPERIENCE

As we examine disability benefit programs in other developed nations, we cannot point to any country and cite it as the exemplar, the model that the United States ought to follow.
 The issues that the United States faces--separation of programs covering work and non-work injuries, separate programs for civil and military injuries, difficulties in coordinating rehabilitation and benefit programs and the subjectivity and uncertainties in the test for disability benefits--are problems in these other nations as well.  Also, there are significant differences between the United States and most other developed nations in terms of the structure of social welfare programs in general, as well as differences in the provision of health care and health coverage, that should also be factored into any conclusions regarding which model works best in diverting individuals from long-term dependence on disability benefits.  

As in the United States, there are innovative approaches to disability issues that we will discuss. We begin with activities in other countries along the lines of what we have described as disability management. Novo Nordisk a major pharmaceutical company in Denmark, has a rehabilitation program that has successfully diverted employees from disability rolls and succeeded in having them return to work, What is different about this program is that it is run and maintained by the employer but  it may involve placing the employee with another employer if the employee cannot return to his or her old job. (Wynne and McAnaney, 2004).

Volkswagen in Germany has adopted a joint labor management approach  to promote healthy living and work behaviors in the work place. The strategy aims to prevent employees from developing or acquiring disabling conditions through effective risk management and health and safety measures with targeted responses to workers who are at risk (Wynne and McAnaney, 2004).  In several other countries in Europe, there has been an increasing awareness of the benefits of an active disability management plan.  

Several European countries have been experimenting with different styles of diversion programs designed to keep individuals from entering long-term disability pension programs.
  Sweden, for example, has had some form of time limited disability benefits designed to keep people off of the long-term pension rolls since the early 1960’s.  Today, Sweden’s long-term disability pension system is only open to those above age 30; younger adults are diverted into a special youth program that provides them with benefits for a specific period of time and requires them to engage in activities, such as education, training, or even sports, that are likely to improve their physical condition and readiness for full time employment. (Kruse, 2003; Swedish Social Insurance Agency, 2004).  A similar means-tested program in Australia provides a special set of benefits to persons with disabilities under the age of 25 with the intention of rehabilitating them so that they will not enter the permanent disability rolls (Hancock, 2001).

In Germany, first time disability pension applicants are automatically diverted into a time limited benefit program.  This program has a duration of three years, after which a person must reapply in order to receive benefits.  Only after a person has received benefits from this program three times are they placed into the permanent disability pension program. (Viebrock, 2003).

In Norway, potential long-term disability pension recipients can be diverted from permanent benefits twice.  All those seeking disability benefits are first placed in a short-term sickness benefit program and are eligible for the disability pension system only after receiving sickness benefits for one year.  At that time, applicants for the long-term pension program are evaluated and those with at least a 50 percent disability who are deemed good return to work candidates are diverted into a short-term benefits program with duration of between one and four years.  While in this short-term program, beneficiaries can receive a package of rehabilitation and return to work services with the hope that they will return to full-time employment never having entered the long-term disability rolls.

At the national level, the Netherlands poses an interesting case. Prompted by a significant increase in the numbers of long-term disability benefits and the consequent increasing cost, with nearly 12% of GDP going for disability expenditures in 2000, the Dutch system changed radically. The most prominent change was the shift of responsibility to the employer. 

Employers are now responsible for paying benefits during the first two years of absence due to disability. All Dutch companies must have a prevention contract with occupational health services. These are independent companies that advise on sickness absence. In essence, they serve the diversion function since they determine at six weeks whether the employee is fit for work or needs long-term absence assistance. They are also charged with providing advice on preventing such absences. 

Diversion seems very much a part of the Dutch system.  Wynne and McAaney (2004), after a review of the Dutch system conclude: “An overview of disability legislation and sectoral agreements indicates that there are few obvious gaps in legislation or services, and it appears that the system caters relatively well for people with chronic illness.” 

Diversion and Programs in Great Britain

A number of factors increase the possibilities of diversion under the British system. Traditionally, there has been an emphasis on safety and health at the work place. The Health and Safety at Work Act (1974) provides the basis for post-injury or illness intervention and for activities that we have classified under Disability Management. In addition, unlike the situation in the United States, there are government mandated sick leave and short-term disability programs increasing the possibilities of intervention at earlier stages. 

Another factor that aids diversion efforts is the merger of the governmental agencies that deal with pensions and what we would call our Department of Labor into the Department of Work and Pensions. 

The statutory sick leave plan (SSP) covering up to 28 weeks of absence is paid by the employer and those workers still unable to return to work after that period of time become eligible for incapacity benefits (IB). Opportunities exist for diverting workers at the statutory sick leave stage and these involve not only the Department of Work and Pensions but also the health authorities.

Several initiatives are in play to encourage those on incapacity benefit and those at risk of going on the program to try to return to work. As summarized in Honeycutt and Mitra (2005), there are changes in the rules that permit work for IB recipients under certain circumstances.

“First of all, there is now no limit on the amount of voluntary work that may be done, as a recognition that voluntary work is a form of vocational rehabilitation and may result in paid work.  Other permitted work (which must in all cases be notified to DWP) is work done:

· As part of a treatment program done under medical supervision while in hospital or attending hospital as an out-patient.  Earnings must not exceed £67.50 per week (the equivalent of less than 16 hours work at minimum wage rates) and do not affect IB entitlement, or
· For an unlimited period, as long as earnings do not exceed £20 per week.  This is called permitted work lower limit and earnings do not affect IB entitlement.  In practice, there is an expectation by the DWP that at minimum wage rates this will be less than five hours work per week, or
· For an unlimited period, as long as earnings do not exceed £67.50 per week and people are in ‘supported work’.  This is called supported permitted work and earnings do not affect IB entitlement. Supported work means work supervised by someone employed by a public or local authority, or voluntary organization whose job it is to find work for disabled people.  This could include work in a sheltered workshop or with help from local authority social services, or supported work in open employment.  The “support” must be ongoing and regular, or

· For up to 26 weeks, as long as the work is done on average for less than 16 hours per week and earnings do not exceed £67.50 per week.  This is called permitted work higher limited and earnings do not affect IB entitlement.  A 26-week extension to this work may be given if there is evidence that such extension will improve capacity to undertake full-time paid work.  In practice, DWP expects such evidence to come from a professional adviser within the various services available in government programs that help disabled people who want to try work.

Finally, return to work efforts of IB recipients are also indirectly encouraged through the Working Tax Credit program, which supports them once they work more than 16 hours and exit the rolls.” (Honeycutt and Mitra, 2005,  p. 76).

The rules and regulations governing the Working Tax Credit program are covered in Honeycutt and Mitra (2005). The program is closely akin to our Earned Income Tax Credit program except that it covers persons with disabilities whereas ours is not specifically targeted to such persons. 

Any discussion of diversion measures should cover the fact that any disability benefits programs that depends on a work test invariably poses severe disincentive issues. The OECD report, (Prinz, 2003) strongly recommends that the work test be dropped, a recommendation that begs the question of what its replacement ought to be. Among the possible candidates are benefits that are paid to cover the extra costs of disability and the earned income tax credit.

Great Britain has types of both of these programs although they do not replace the basic IB program that still retains the work test, although the recent rules changes detailed above do liberalize the amounts that one can earn and still be eligible for these benefits.

Alarmed at the high rate of transfers from SSP to IB which averaged 3,000 per week, British officials recently implemented a series of pilot programs designed to divert SSP beneficiaries away from the IB program (Zeitzer, 2002).  SSP beneficiaries who volunteer for this program are randomly placed in one of three treatment groups, or a control group.  Members of each of the treatment groups receive a package of either intensive medical rehabilitation services, return to work services, or a combination of both with the hope that by receiving these services before entering the IB program persons with disabilities will be able to improve medically or get the assistance they need to return to full time employment.

Lessons to be Learned


Both the public and private sectors in Western Europe have clearly taken a more activist approach towards both managing disability in the workplace and in attempts to divert workers with disabilities from the long-term disability benefit rolls.  It is unfortunate that complete evaluation findings from the British pilot programs that are specifically intended to divert short-term disability beneficiaries from long-term benefits are not yet available.  

STATE WELFARE DIVERSION PROGRAMS


With the passage of the Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA) in 1996, Congress replaced Aid to Families with Dependent Children (AFDC) with a new public assistance program for low-income families, Temporary Assistance for Needy Families (TANF).   With its requirements that public assistance recipients work or actively seek employment as a condition for receipt of cash benefits, and the imposition of strict time limits (60 months lifetime maximum) for receipt of these benefits, TANF represented a radical change in welfare policy in the United States.


While PRWORA/TANF imposed maximum time limits and minimum work requirements, among other conditions, on federally-funded welfare programs operated by individual states, states were given considerable leeway in determining benefits eligibility criteria and other benefits rules.  PRWORA itself did not include any mention of welfare diversion programs.  However, to better manage their caseloads and to assist households facing short-run financial crises, a number of states used the latitude afforded them under PRWORA to introduce formal diversion programs to channel some potential TANF recipients away from TANF and potential welfare dependency. 


Below, we provide an overview of these diversion programs, their design, and their characteristics.  We also review a limited number of studies which have evaluated the impact of diversion strategies on employment outcomes and longer-term welfare dependency.   We note that this review will focus only on formal TANF diversion programs and documented outcomes.  Studies that address issues related to informal diversion, where households may begin, but not complete the TANF application, who cannot provide the required documentation, or whose TANF application is denied on eligibility grounds, are not included here. 


It is also important to remember that there are significant differences between those households that are eligible cash assistance under TANF, and the eligible population for the Early Intervention Program.  Eligible TANF applicants are typically younger women who are caring for young children, have less than a high school education, few job skills and little or no work history, but who are typically (but not always) free from any health conditions or impairments which might limit their ability to work. Those eligible for services through the Early Intervention program will be older than the typical TANF applicant, more likely to be male, will probably be better-educated, and will certainly have a substantial work history.  They will also be presumptively eligible for cash benefits under Social Security Disability Insurance, which means that they are unable to engage in any substantial gainful activity (currently defined as employment with earnings exceeding $830 per month) due to a significant health condition or impairment that is expected to last at least 12 months or to result in death.

Formal Diversion Programs:  Description and Characteristics

As of mid-2003, thirty-six states and the District of Columbia currently had some type of formal diversion program designed to divert TANF applicants from accessing the public welfare rolls (Rowe and Versteeg, 2005; ACF, 2004).  These diversion programs can be broken down into three general categories as follows:

· Lump Sum Cash Assistance:  Provide a one-time cash benefit to TANF applicants. These benefits are intended to ameliorate short-term economic crises. 

· Job Search:  Require that TANF applicants search for employment before receiving benefits.  

· Linking Applicants with Alternative Resources: A diversion strategy that directs TANF applicants towards other public or private sector benefits before enrolling them in TANF.  

More detail on each of these approaches is provided below.

Lump Sum Cash Assistance

This type of diversion program is the most popular approach, and was utilized by 28 states and the District of Columbia as of the end of 2003.  Another state, Iowa. had implemented a cash diversion program on a demonstration basis in selected areas. Most of these diversion programs were relatively new, having been implemented after 1999.  However, a handful of states (Utah, Montana, North Carolina, and Virginia) had diversion programs in place prior to 2000.
  Utah, Montana and Virginia began experimenting with diversion strategies within their AFDC programs back in the early and mid 1990’s, under Section 1150 waiver authority.


With the considerable latitude granted to individual states under PRWORA, a wide variation in these lump-sum diversion strategies and program attributes has emerged.  We provide a broad description of some of these features below; a more detailed state-by-state comparison is provided in Figure 2.  This discussion draws from a range of sources that provide both general discussions of diversion programs (Maloy, Pavetti, Schin, Darnell, and Scarpulla-Nolan, 1998) and state-specific details (Rowe and Versteeg, 2005; Administration for Children and Families, 2004).

Within these programs, case workers or intake workers will screen TANF applicants to determine if a one-time lump payment would meet their assistance needs. Eligibility for these payments is typically restricted to household which are determined to be either eligible or presumptively eligible for TANF.  A few states, however, place further eligibility requirements, such as employment (New Mexico, Oklahoma, or Maine) or the presence of specific types of financial crises (Texas).  Other states (such as New York) target this short-term cash assistance towards specific needs, such as transportation 
for employment, or to meet a housing rental payment.  Wisconsin’s short-term diversion payments are limited to employment-related needs only.

Lump-sum diversion payment may be a cash payment to the recipient, a voucher, or a payment to a service provider.  The maximum payment amount is typically determined as a multiple (usually 3 months) of the state’s monthly benefit amount for the applicant household, based on household size (number of TANF-eligible household members).  Hawaii is exceptionally generous, setting its maximum diversion payment at 8 months times the applicable monthly benefit amount.  In a few states (Wisconsin and Arkansas), these diversion payments are treated as a loan which must be repaid.

Individual state diversion programs also vary in the frequency with which TANF applicants can receive diversion payments.  These limits vary from only once or twice in a lifetime to once every five years to once every year.  A handful of states place no limits on the frequency of these diversion pay.


 Participation in a diversion program is typically voluntary; the household may elect to accept a lump sum payment or may continue the TANF application process.  However, at least one state (New Jersey) requires TANF applicants to participate in its diversion program if they have a substantive employment history or meet other requirements.  

FIGURE 2

SUMMARY OF FORMAL DIVERSION PAYMENTS

As of July 2003

	State
	Maximum Diversion Payment
	Form of Payment
	How often payment can be received
	Period of TANF ineligibility without penalty.
	Notes

	Alaska
	3 months
	Vendor or cash payment
	Four times in total; no more than once every 12 months.
	3 months
	

	Arizona
	3 months
	Cash payment
	Once every 12 months
	3 months
	

	Arkansas
	3 months
	Cash loan
	Once in a lifetime
	100 days
	Diversion payments are treated as loans and must be repaid.  Amounts paid back do not count towards the time limit for TANF eligibility.

	California
	Varies by county
	Varies by county
	Varies by county.
	Varies by county.
	Diversion payments may count towards TANF time limit, depending on the county.

	Colorado
	Varies by county
	Varies by county
	Varies by county.
	Varies by county.
	

	Connecticut
	3 months
	Cash payment
	Three times in a lifetime; no more than once every 12 months
	3 months
	Diversion payments count towards TANF time limit.

	Delaware
	$1,500
	Vendor Payment
	Once every 12 months
	Varies with payment amount
	Only parents living with natural or adopted children are eligible.

	D.C.
	3 months
	Vendor or cash payment
	Once every 12 months
	Diversion payment divided monthly maximum benefit.
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SUMMARY OF FORMAL DIVERSION PAYMENTS

As of July 2003
	State
	Maximum Diversion Payment
	Form of Payment
	How often payment can be received
	Period of TANF ineligibility without penalty.
	Notes

	Florida
	Varies
	Cash payment
	Varies
	Varies
	Three separate diversion programs in Florida.  Diversion payments may count towards TANF time limit, depending on the program

	Hawaii
	8 months
	Cash payment
	Once in 60 months
	Varies with payment amount 
	

	Idaho
	3 months
	Cash payment
	Once in a lifetime
	Twice the number of months included in the payment
	Diversion payments count towards TANF time limit.

	Kentucky
	$1,300
	Vendor or cash payment
	Twice in a lifetime
	12 months
	Diversion payments cannot be received more than once in a 24-month period.

	Louisiana
	4 months
	Cash payment
	Twice in a lifetime; no more than once every 12 months
	4 months
	Law exists, program not funded since 2002.

	Maine
	3 months
	Vendor payment
	Once in a lifetime
	No limit
	Diversion payments made to caretaker relatives or parents who are working or looking for work.

	Maryland
	3 months
	Cash payment
	As often as needed
	Number of months included in payment
	

	Minnesota
	4 months
	Vendor or cash payment
	Once every 12 months
	Diversion payment divided by transition std X 30.
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SUMMARY OF FORMAL DIVERSION PAYMENTS

As of July 2003
	State
	Maximum Diversion Payment
	Form of Payment
	How often payment can be received
	Period of TANF ineligibility without penalty.
	Notes

	New Jersey
	Varies with household size
	Cash payment
	No limit
	No limit
	TANF applicants required to participate in diversion program if they meet certain work history requirements, are not in immediate need, and do not meet criteria for deferral from work requirements, among other criteria. Job search  required for receipt of cash payment.

	New Mexico
	$1,500
	Cash payment
	Twice in a lifetime
	12 months
	Diversion payment only available to assist applicant in keeping a job or accepting bona fide job offer.

	New York
	Varies
	Vendor or cash payment
	Once in a lifetime
	Data not available
	Three types of diversion payments: for crisis needs, for employment-related transportation expenses, and for rental housing.  Type and amount of payment determined on case-by-case basis, based on needs of applicant.

	North Carolina
	3 months
	Cash payment
	Once every 12 months
	No limit
	

	Ohio
	Varies by county
	Varies by county 
	Varies by county 
	Varies by county
	

	Oklahoma
	3 months
	Vendor payment
	Once in a lifetime
	12 months
	Must be employed or have bona fide job offer to qualify for assistance.
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SUMMARY OF FORMAL DIVERSION PAYMENTS

As of July 2003
	State
	Maximum Diversion Payment
	Form of Payment
	How often payment can be received
	Period of TANF ineligibility without penalty.
	Notes

	South Dakota
	2 months
	Vendor or cash payment
	No limit
	3 months
	

	Texas
	$1,000
	Cash payment
	Once every 12 months
	12 months
	Applicant must meet certain “crisis criteria” to be eligible for assistance.

	Utah
	3 months
	Cash payment
	No limit
	3 months
	First diversion payment in a 12-month period does not count against TANF time limit;  subsequent payments within 12 month period count against time limit.

	Virginia
	4 months
	Vendor or cash payment
	Once every 60 months
	Diversion payment divided by daily benefit the unit would receive
	

	Washington
	$1,500
	Cash payment
	Once every 12 months
	12 months
	

	West Virginia
	3 months
	Cash payment
	Once in a lifetime
	3 months
	

	Wisconsin
	$1,600
	Cash loan
	No limit
	No limit
	Diversion payment is a loan made to assist with employment-related expenses, and must be repaid within 12 to 24 months.  Repayment either in cash or via volunteer community service.


Source:  Rowe and Versteeg, 2005; Administration for Children and Families, 2004.

Many cash-based diversion programs also stipulate a period of ineligibility for TANF following receipt of a diversion payment.  This period may be as short as 2 or 3 months, or it may be as long as a year.  Some states place no such restriction on diversion payment recipients ments.

While this diversion strategy is most widespread among individual states/jurisdictions, receipt of lump-sum payments is very rare among TANF applicants.  It may be that relatively few TANF applicants from the entire applicant pool are identified by caseworkers as good candidates for this diversion.  We also do not know how many TANF applicants who are offered this option choose to accept a lump-sum payment in lieu of TANF enrollment.

Job Search Requirement

Another set of programs designed to divert TANF applicants away from the public assistance rolls is a requirement that TANF applicants participate in job search or related activities as a condition for their eligibility for cash assistance under TANF.  In some states, these requirements are voluntary; for our purposes, we will focus on those states and programs that mandate job search or a similar activity as a condition for eligibility for TANF. 


In 2003, a total of 16 states and the District of Columbia had established mandatory job search as a prerequisite for receipt of TANF benefits.
  Some of these states (including Arkansas, District of Columbia, Idaho, Maryland, New Jersey, North Carolina, Ohio, Texas, and Wisconsin) also offered lump-sum cash assistance or (in the case of Wisconsin and Ohio) cash loans within their TANF diversion strategy.  These job search requirements generally apply to all adult applicants, although mothers with very young children, adults who have a health condition or disability, or adults who are caring for ill or disabled family members may be exempt from this requirement, depending on the state where they live.  Other criteria designed to narrow the target population to those applicants who are truly “job-ready” may also be utilized.


What constitutes a “job search” will also vary by state.  The requirement may be expressed in terms of a specified time period (that is, the applicant must spend 2 weeks looking for a job), a specified number of employer contacts, or some combination of time spent/number of employer contacts.  The specified time period for this job search generally coincides with the TANF application processing period.  Documentation of job search efforts may be required prior to completion of the TANF application.


States vary in the amount of support or assistance that they provide for this job search effort.  At one end of the spectrum, there may be very little support, if any; perhaps the provision of a few job leads or access to a resource room.  More intensive services, including training in job search skills such as resume-writing, completing employment applications, and interview preparation, may be available in some states.  Other resources available to mandatory job search participants in some states may include transportation supports, case management services, and child care assistance. 


Job search as a diversion tactic has grown increasingly more popular over time.  However, an early implementation study of alternative diversion strategies implemented over 5 sites distributed over various states (Maloy, Pavetti, Darnell, and Shin etc. 1999) indicates that, while job search strategies held great promise for reducing the welfare rolls, questions remained regarding the optimal configuration of job search diversion strategies to produce the best short and long-run employment outcomes.

Exploration of Alternative Resources


A third diversion strategy involves referrals of TANF applicants to alternative community-based resources that may meet their immediate assistance needs.   Few states have implemented this approach into their TANF application process.  According to data compiled by U.S. DHHS-Administration for Children and Families (ACF 2004), a total of eight states had implemented this option by the end of 2003, always in conjunction with lump-sum cash assistance and/or referrals to job search or job placement, as a diversion strategy.   There is little documentation on the operational aspects of this approach, aside from some case studies (Maloy, et al., 1999) indicating that this approach may be more effective than simple lump-sum programs, but that demands on caseworker time (due to heavier caseloads) may limit their ability to pursue this approach with assistance applicants.

Formal Diversion Programs: Evidence on Outcomes


There is little published information available on the impacts and outcomes associated with formal programs to divert prospective TANF recipients from the TANF rolls.  Much of the published data that purports to look at welfare diversion comes from applicant studies that do not distinguish between diversion attributable to formal diversion strategies and the “informal” diversion that occurs in any public assistance program where applicants may be deemed ineligible for assistance.
  Applicants who voluntarily withdraw their applications or who otherwise fail to complete their TANF application may also be counted as informally diverted.   In what follows, we review available evaluations and analyses that may shed some light on the effectiveness of formal diversion programs as a strategy for preventing longer-term TANF dependency.

Early (Pre-TANF) Diversion Programs


Montana, Utah, and Virginia were the first states to develop and implement formal welfare diversion programs; these experimental welfare reforms were enacted in the early and mid-1990’s using Section 1115 waivers.
  Utah’s set of welfare reforms, the Utah Single Parent Employment Demonstration Program (SPED), were implemented in 1993 and included a diversion component aimed at single parents or two-parent households where one of the parents was incapacitated.  An eligible household received a lump-sum payment of up to three times the monthly TANF grant amount for that household; the actual payment was determined by the household’s immediate need.  Diversion cases also received other supports, including Medicaid coverage during the diversion period and eligibility for 24-month transitional Medicaid if the head of household became employed.  During the three years of this demonstration, 17 percent of eligible welfare applicants were diverted from the AFDC rolls (Janzen, Taylor, and Weathers, 1997).  Of those diverted, only 10 percent returned to the welfare program during the study period.  Between 1993 and 1998, 3,000 persons were diverted from Utah’s public assistance rolls, representing between 15 and 40 percent of all applicants (depending on location); roughly 85 percent of these cases had not reapplied for TANF (Maloy et al, 1998). 

Maloy et al. (1998) further note that, in the first two years of Virginia’s diversion program, 1,004 families received a lump-sum payment;  81 percent of these had not re-applied for TANF.  No final evaluation or outcome findings are available for Montana’s  diversion program, as this program evaluation was terminated with the introduction of TANF under PWRORA.

TANF Diversion Programs


As noted above, the implementation of TANF gave individual states significant latitude in setting and changing key welfare program characteristics and criteria, including eligibility criteria and length of eligibility for TANF benefits.
   However, states were also released from Section 1115 mandates to evaluate changes to their welfare programs.  There are few post-TANF evaluation or outcome studies that document the impacts of formal diversion strategies implemented after 1996, and little information on the characteristics of households diverted from TANF using these strategies.  We review a handful of evaluation findings from individual states below.

Colorado

Early evidence on the effectiveness of lump-sum cash assistance in diverting TANF applicants away from TANF enrollment is provided by evaluation findings from Colorado’s welfare program, Colorado Works.  Implemented in 1997, Colorado Works includes two separate lump-sum diversion programs, State Diversion and County Diversion, with different eligibility requirements and target populations.  Applicants for State Diversion option must be eligible for the basic cash assistance grant, while the County Diversion option is based on somewhat higher income levels as set by individual counties.  Both programs are administered at the county level in Colorado and provide short-term cash assistance for specific needs, such as car repairs or rent payments.  County Diversion payments can also be used to provide post-TANF support to households exiting the public assistance rolls for employment-related expenses.

  Based on an analysis of two years (1999 and 2000) of administrative data, evaluators calculated that cash assistance provided under the State Diversion option produced a net savings in benefit payments to public assistance recipients, and was effective in diverting public assistance applicants from enrolling in Colorado’s TANF program (Valvano, Goldsmith, Abe, Fischer, and Tseng, 2001).  Diversion had saved the State of Colorado $5.4 million in benefits that did not have to be paid to applicants diverted from the TANF rolls.  Individual counties were very effective in identifying applicants who could best benefit from short-term assistance (those who were employed or job-ready) and targeting them for State Diversion, as a majority of these diverted cases (86 percent) did not return for additional assistance in the year following their diversion.  Less than 1 percent of those households receiving up-front cash assistance through a County Diversion program returned to the public assistance rolls within the first post-diversion year.  However, a significant number of both up-front and post-TANF County Diversion assistance recipients exhibited instability in their post-assistance employment situations, leading to a recommendation that both State Diversion and County Diversion recipients receive job retention services to improve post-diversion earnings and job stability.

North Carolina

A review of administrative records from North Carolina’s Work First program, supplemented with qualitative analysis of intensive interview data, shows that 1.8 percent of the existing WorkFirst caseload over a four-month period (May 1999 through August 1999) were successfully diverted from ongoing receipt of cash benefits through the use of a lump-sum cash payment (Richardson, Schoenfeld, and Swati, 2001). Diversion rates varied on a county-by-county basis.

Among the diverted cases, 38 percent had a history of prior welfare recipiency (going back to 1995), and 16 percent had not been employed for six months prior to their application and diversion.  According to unemployment insurance (UI) data, 82 percent had earnings in the first post-diversion quarter;  this percentage dropped to 74 percent by the fourth post-diversion quarter.  The likelihood of post-diversion employment was enhanced by prior work experience.  Within 18 months post-diversion, 21 percent of these diverted cases were receiving TANF/WorkFirst cash assistance.  The evaluators noted that higher levels of post-diversion welfare recidivism may indicate that caseworkers were not effectively identifying job-ready candidates for diversion.

Texas

An evaluation of the impact of a lump-sum cash assistance diversion program was undertaken in Texas (Schexnayder, Schroeder, Lien, Dominguez, Douglas, and Richards, 2002).  A lump-sum cash assistance payment of $1000 was made available to meet short-term critical financial needs of TANF-eligible families; if they accepted this payment, these families would not again be eligible for TANF for another 12 months.  An examination of administrative records on TANF applications from April 1998 through June 1999 indicate that only 1,791 households received lump-sum diversion payments; this out of total of 131,121 families in total who were diverted from TANF.
  Compared to the TANF caseload, TANF applicants who opted for lump-sum cash assistance payments were more likely to be two-parent households with more children, with slightly more education and somewhat less prior work history.  Hispanics were more heavily represented in this group, as well.

An analysis of administrative data records, based on two years of pre-program data and 18 months of post-program data, indicates that, by 18 months post-diversion, 10 percent of lump-sum payment recipients were on the TANF rolls.  Lump-sum assistance recipients were also less likely to be employed and had lower earnings than other TANF applicants/divertees.  Intensive follow-up interviews with a sample of divertees indicated that lump-sum cash assistance recipients were more likely to work in seasonal occupations, experiencing recurrent financial crises.

Maryland


A comparison of lump-sum cash assistance and mandatory job search diversion strategies is found in a study of TANF applicants diverted from the welfare program in Maryland from April 1998 to March 2000 (Lacey, Hetling-Wernyj, and Born, 2002).  During this study period, diversion was rarely used in Maryland; while 4,219 applicants were diverted, 77,139 applicants went on to enroll in TANF benefits.  Among those who were diverted, 52 percent were referred to Rapid Employment Services, a form of mandatory job search, while 48 percent were given lump sum payments under the Welfare Avoidance Grants (WAGS) program.  TANF applicants diverted through these programs generally averaged 30 years in age, with one or two children over the age of 3 years. 


This study found that 41 percent of diverted adults in Maryland had not received any welfare benefits in the five years preceding their TANF application.  Those participating in the job search diversion were more likely than those receiving lump sum benefits to have worked in the time preceding application and had higher pre-application earnings than lump sum beneficiaries.  After diversion, there were no significant differences between the two diverted groups in employment and earnings.  Overall, 84 percent of those diverted did not receive TANF benefits during the year after application.  Of the 16 percent that did receive TANF, 43 percent received benefits in the first three months after application.

Minnesota

Minnesota replaced its original lump-sum Diversionary Assistance (DA) program early in 2004 with an expanded diversion program.  Citing the lack of a work component in the DA program and its low take-up rate among TANF applicants, Minnesota introduced the Temporary Assistance for Families (TAF) Pilot Project, which it implemented in a single county (Dakota County) between October 2001 and December 2002. Through this program, families eligible for cash assistance under Minnesota’s TANF program (Minnesota Family Investment Program, or MFIP) received need-based cash grants (up to 133 percent of the MFIP grant standard) and immediate assistance and supports needed to obtain employment.
 Cash benefits were not distributed until the applicant had worked with an employment counselor to develop an employment plan.  These cash payments were made on a quarterly, rather than a lump-sum, basis.

Participation in TAF was mandatory; MFIP households could not apply for MFIP benefits until they had exhausted four months of TAF benefits.  However, households/families who were unlikely to benefit from TAF were exempt from this requirement;  these included child-only cases, cases with caregivers age 60 or older, and caregivers with infants under 12 weeks of age.  Unlike MFIP, where illness or incapacity (or caring for an ill/incapacitated family member) would be reason for exemption from work requirements, TAF served these populations as well (although a general policy of excluding hard to serve cases may have eliminated some persons with health conditions or disabilities from TAF).   While imposing a stronger “work first” message, the program was designed to ensure economic security for MFIP applicants while they focused their energies on getting a job.

An analysis of administrative data on TAF program participants (385 cases), using a matched sample of 323 MFIP cases from the previous year, was analyzed to document program outcomes (Anderson, 2004).  At follow-up periods of five, nine, and 15 months after enrollment, 70 percent or more of the 385 TAF cases were diverted from enrolling in MFIP.  Overall, 58 percent of these TAF cases were never enrolled in MFIP at any of these observation points.  Among the matched sample of MFIP cases, only 21 percent of these cases were never enrolled in MFIP at any of the specified follow-up times.  The net savings in cash benefit outlays over time was estimated to be $458,000, which represents savings from TANF case benefits (which were not paid out to diverted cases) less costs of cash payments and incremental services provided to TAF enrollees. 


Based on the success of this pilot project, Minnesota implemented the Diversionary Work Program in 2004.  This diversion strategy embodied many of the TAF elements, but capped cash assistance grants at 100 percent of the MFIP standard, limited the items to be included in the basic needs calculations to determine the size of these grants, and provided for specific exemption from mandatory participation in TAF for health/disability reasons.


The TANF evaluation also yielded several specific program implementation recommendations.  These included:

· The assignment of specific staff to work with diversion cases in order to maintain a consistent message to these cases.

· An organization of financial assistance, employment services, and support services that is immediately responsive to client needs.

· Placing an emphasis on ensuring that the client feels supported throughout the process of seeking employment.  

· Maintaining low caseload sizes for employment counselors to ensure individual and intensive attention to the clients and their needs. An emphasis on employment and the development of an employment plan should begin immediately upon enrollment TAF.

Lessons Learned

It is difficult to draw hard conclusions about specific programs and strategies that are most effective in reducing welfare dependency and which can provide important lessons to inform Early Intervention and other disability benefits interventions.  There is little uniformity in the welfare diversion programs and strategies implemented throughout the United States and we find great diversity in welfare applicants across the states served by these programs.  In addition, it appears that, even within those states that implemented diversion strategies, very few TANF applicants elected to participate in these programs.  As evidenced above, there are very few evaluation findings for these programs and efforts to compare findings across the few existing studies is compromised by the lack of a uniform methodology for defining and analyzing TANF divertees. However, there are some broad lessons that may be transferable from the welfare world to the disability world.


First, it is clear that simple lump-sum cash assistance strategies used to divert TANF applicants from the longer-term receipt of public assistance will not meet the needs of DI applicants.  This approach is more appropriate to assist households in overcoming the short-run financial crises that can trigger TANF applications, and not for the longer-term support needs of DI applicants who likely require more substantive supports and services to overcome barriers to employment that arise with their disability.  Even among welfare recipients who are judged to be job-ready, there is evidence from a few states (Minnesota, Colorado) that training and employment services, or some support services in addition to cash assistance, are also needed to enhance prospects for self-sufficiency in this population.


Welfare applicants are responding to a clear and consistent message that employment is the first and preferred option as the primary means of financial support, whether that message is communicated as a diversion tactic in the programs studied above, or embodied in the work requirements and time limits that now form the basis of welfare policy in the United States.  Programs like Early Intervention need to ensure that this same message reaches its constituency; this may require a dedicated program staff skilled in consistently conveying this message to Early Intervention program participants.


TANF applicants who participate in diversion programs, either by choice or by mandate, are typically able-bodied individuals who are presumptively able to work; in this, they have an advantage over DI applicants who participate in Early Intervention or other disability diversion programs.  Like many TANF applicants, DI applicants will need an array of services to support their efforts to obtain and sustain employment; depending on the extent and severity of their disability, these supports may be required for a significant length of time. As with TANF diversion programs, specific aspects of program implementation, including accurate identification and tiering of applicants by their job readiness (within the context of their disability),  low caseload sizes to ensure high levels of individual attention,  a program organization that supports rapid response to client needs, and appropriate levels of financial, health coverage, and other supports to maintain some sense of economic security may all be important to determining the success of Early Intervention and similar disability diversion programs.

SUGGESTIONS FOR CASE STUDIES

To further explore the lessons that can be derived from the experience of other programs, domestic and international, we suggest that one or more of the following programs be the subject of a more intensive case study:

 

From U.S. private sector disability management programs:

As we understand the systems, private insurers who provide/manage corporate disability management programs establish reserves in each case and apparently are willing to spend a portion of that reserved amount for return to work  efforts. A case study would allow us to closely examine these practices and look at how these companies choose and compensate providers. Anything we learn about such practices would provide invaluable guidance to the EI project that will depend on an assortment of private providers.

 

We have had some experience with Prudential and have had the opportunity at Rutgers to conduct classes for their insurance administrators in the disability area. We have not inquired as to their willingness to participate and cooperate in such a case study but are confident that they or one of the other prominent insurers in the field would do so.
From international disability diversion programs:

Specific aspects of disability diversion in Great Britain are worth a more in-depth look.

Although we would examine the system as a whole, our concentration would be on the diversion pilot program and the Working Tax Credit  The latter is particularly important if we should wish to consider alternatives to the current work test in DI. While we have examined this system in the Learning from Others project (Honeycutt and Mitra, 2005), we necessarily had to be content with examining the broad outlines of the British system.  This would be accomplished via telephone interviews and the published literature.

From the U.S. welfare diversion programs:

Minnesota’s  Diversionary Work Program represents a consolidated approach to diverting TANF applicants away from longer-term dependency, combining cash support with the provision of intensive services and health care coverage.  As such, it is most closely akin to the structure and intent of the EI program concept.  Minnesota has had more than 18 months of experience with this program (more if you include the pilot study which preceded it) which should allow us to observe some of the longer-term (in the welfare world) outcomes of this program as well as specific aspects in its implementation which may be relevant to EI-type interventions.
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� For an overview of disability management, see Akabas, Gates, and Galvin (1992).


� Three Full Cost Of Disability Studies (Phases I-III), have been conducted.  Each Phase examines disability management practices and resulting disability costs at a handful of selected firms.  The firms were not chosen to provide a representative sample.  Rather, the goal was to cover a broad scope of disability experience by including firms of differing sizes, regions of the country, and kinds of business activity.  Given the intensiveness of each case study, and the limited number of firms that could be included, this development of a cross-section of organizations was determined to be a more feasible strategy.  See  Berkowitz and O’Leary (1997), Bekowitz, Chelius and O’Leary (1994), and Berkowitz, Chelius, and O’Leary (1992).





� Employee health and safety programs, as currently implemented, would not fall within the purview of the Social Security Administration.


� OSHA decidedly targets industries where safety concerns are considered greatest. According to the regulations, (1970 (OSH Act, 29 U.S.C. 651 et. seq. ), "Every employer covered by OSHA who has more than 10 employees, except for certain low-hazard industries such as retail, finance, insurance, real estate, and some service industries, must maintain OSHA-specified records of job-related injuries and illnesses." There are two such records, the OSHA 200 injury/illness log and the OSHA 101 incident report. 





� State Workers’ Compensation Administration Profiles, US Department of Labor, Employment Standards Administration, Office of Workers’ Compensation Programs, October, 1996;  State Workers’ Compensation Laws, US Department of Labor, Employment Standards Administration, Office of Workers’ Compensation Programs, January, 1997


� The most direct means of accomplishing this is to have the costs of the disability benefits charged back to the employee's former department.  This may not always be the best solution.  If, for example the department is so small that the disability cost places an undue burden on the department, the charge back may unfairly penalize the department for circumstances beyond its control.  Depending on the organizational structure, such cost charge backs in other enterprises may have little or no influence on supervisor incentives.  The key is simply to be sure that the supervisors incentive structure is consistent with that of the enterprise in dealing with the disability, and that the responsibility of the disabled employee does not simply become "somebody else’s problem." If responsibility for the disability is not retained with the supervisor involved, supervisors may not be willing to accept the inconvenience of accommodating a disabled employee, and disability runs the risk of becoming a means by which supervisors eliminate troublesome employees.





� This runs counter to research findings from the Full Cost Studies, that hidden disability costs, in the form of disruption, dislocation, lost productivity, replacement and retraining costs are nearly as expensive to employers as benefits that are entirely employer financed.








� Information about disability programs in other nations is derived principally from Wynne and  McAnaney (2004);  Hoeglund, (2004) and Prinz (2003).


� For a thorough report on these types of programs, see Honeycutt and Mitra (2005)


� See for example: Dahl and Hansen (2003). 


� Full results of these pilot projects are not yet available.  For more information on these pilots see: Sainsbury, Corden, and Finch (2003).


� Montana’s lump-sum diversion program was repealed in 2001 (Administration for Children and Families, 2004).


� Section 1115 of the Social Security Act allowed the U.S. Secretary of Health and Human Services to waive specific provisions of the Social Security Act within individual states  to allow them to implement experiments or demonstration projects to reduce dependence on Aid to Families with Dependent Children (AFDC), ease transitions into the labor market for AFDC clients, or otherwise advance the objectives othe AFDC program.


� These are:  Alabama, Arkansas, District of Columbia, Georgia, Idaho, Indiana, Kansas, Maryland, Missouri, Nevada, New Jersey, North Carolina, North Dakota, Ohio, South Carolina, Vermont, and Wisconsin. (Rowe and Versteeg, 2005).


� For failing to produce required documentation or for not meeting financial eligibility requirements.


�  States which received Section 1115 waivers were obligated to implement a formal and rigorous evaluation of the impacts, costs and benefits of the waivered program elements.


� States can impose shorter term limits than the federally-funded limit of 60 months; they may also extend assistance beyond 60 months at their own expense.  See Wiseman (1997) for a more complete description of the elements of the Personal Responsibility and Work Opportunities Reconciliation Act of 1996 and TANF.


� Informal diversion methods, specifically redirection to other programs prior to filing a TANF application and denial of benefits for non-financial reasons, accounted for most applicant diversions.


� These supports included child care assistance, training, health care through Medical Assistance or MinnesotaCare, emergency assistance, and child support enforcement, with transitional services (child care and medical coverage) upon leaving TAF.
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