Summary of the UMass Study on the Disability Benefits Project

7/07

Donna Southwell, Director of Policy Analysis, MLAC


Following is a summary of a report done for the Massachusetts Legal Assistance Corporation by economists at the University of Massachusetts. The report, dated August 2006, is titled Assessing the Benefits of Provision of Legal Services through the Disability Benefits Project by Phillip Granberry, MS and Doctoral Candidate in Public Policy, McCormack Graduate School of Policy Studies, University of Massachusetts Boston and Randy Albelda, Ph.D., Department of Economics, University of Massachusetts Boston.

The Disability Benefits Project (DBP) was created by the Massachusetts Legislature in 1983 and funded through the Massachusetts Legal Assistance Corporation (MLAC). Operating out of 10 legal services programs across the state, DBP provides legal advice and representation to low-income Massachusetts residents who are potentially eligible for federal Social Security Disability Insurance (SSDI) and Supplemental Security Income (SSI) benefits. Successful clients receive (as a lump sum payment) SSI and/or SSDI benefits retroactive to the date of application as well as ongoing monthly payments until they are deemed ineligible. 

By securing these federal benefits, DBP improves the economic position of its clients, whose needs are great, and also generates revenue for the Commonwealth.  The federal benefits often replace ​(almost always at a higher benefit level) state benefits that the client may have been receiving, including Emergency Aid for Elderly and Disabled Children (EAEDC) and the state-funded portions of TAFDC (Temporary Aid to Families with Dependent Children) and Medicaid. Therefore, when DBP clients succeed in their applications for SSI and SSDI, not only do they benefit economically, but so does the state in several ways: the state no longer makes payments to successful SSI or SSDI applicants; new income from the federal government comes into the state; clients with awards receive higher levels of assistance; and the federal government reimburses the state for EAEDC payments made while successful applicants awaited resolution of their cases. DBP also contributes to the well-being of Massachusetts residents by obtaining health insurance for certain clients who qualify for SSDI and/or SSI.  

In Fiscal Year 2004, the year for which the study was done, DBP received $1.2 million in state funding, allowing the program to close almost 1,100 cases for low-income Massachusetts residents at no cost to the clients.

Findings

Economic Impact of DBP Representation in FY04

In FY04, with only $1.2 million in funding, DBP had the following impact on clients and the Massachusetts economy:

· The total of net retroactive SSI/SSDI payments to successful DBP clients was $4,526,392. 

· The estimated net annual income increase from SSDI and SSI payments to successful clients was $3,195,216. *
· Since these payments are new federal dollars entering the state, they can be considered a direct economic boost to the Commonwealth.  Combining the two, the report estimates the one year economic impact of DBP services for FY04 to be $7,721,608.

· The total one year economic impact to the state is larger than the direct impact because of what economists term the “multiplier effect.” This effect results from the additional economic activity stimulated by the injection of this new federal revenue.  Using a conservative multiplier effect of 2, the report estimates the total economic impact of the DBP program in FY04 to be $15,443,217.

· In addition, DBP brings money into the state coffers as reimbursement for EAEDC payments made. If a successful client has been receiving EAEDC payments while awaiting a decision on SSI or SSDI, the Social Security Administration reduces any retroactive payments due to the client by the total amount of EAEDC the client received during the retroactive period. DTA sends this amount to DTA as reimbursement for the EAEDC payments. In Fiscal Year 2004, Massachusetts was directly reimbursed a total of $747,318 for previous EAEDC payments to successful DBP clients. This effectively reduced the state’s total cost for the program from $1.2 million to about $450,000.

· The report also estimates that 85 uninsured individuals with disabilities secured health insurance (either Medicare or MassHealth) through DBP’s efforts. 

· In Fiscal Year 2004, roughly a $500,000 net investment by the state legislature to fund DBP assistance to low-income individuals yielded $7.7 to $15.4 million dollars of new revenue.

	Table 1

Estimate Of One Year’s Economic Impact of DBP Services for Cases Closed in FY 2004



	
	Direct Impact
	Indirect Impact
	  Total Impact

	Net Retroactive Payments
	$4,526,392
	$4,526,392
	$9,052,785

	Net Annual Increase in Income from SSDI and SSI Payments
	$3,195,216
	$3,195,216
	$6,390,432

	Total
	$7,721,608
	$7,721,608
	$15,443,217

	
	
	
	



Economic Impact of DBP Representation Udated to 2007*

In FY07, with only $1.2 million in funding, DBP had the following impact on clients and the Massachusetts economy:

· The total of net retroactive SSI/SSDI payments to successful DBP clients was $4,960,929, up $434,537 or 9.6% since FY04. 

· The estimated net annual income increase from SSDI and SSI payments to successful clients was $2,734,740, down $460,476 or 14.4% from FY04. Since these payments are new federal dollars entering the state, they can be considered a direct economic boost to the Commonwealth.  Combining the two, the one year economic impact of DBP services for FY07 comes to $7,695,669. 
· Using a conservative multiplier effect of 2, the total economic impact of the DBP program in FY07 would be $15,391,338.

· In Fiscal Year 2007, Massachusetts was directly reimbursed a total of $598,600 for previous EAEDC payments to successful DBP clients. This effectively reduced the state’s total cost for the program from $1.2 million to about $600,000.

· In Fiscal Year 2007, roughly a $600,000 net investment by the state legislature to fund DBP assistance to low-income individuals yielded $7.7 in new federal revenue for the Commonwealth with an effect on the economy of $7.7 to $15.4 million.
· The Social Security Administration estimated in 1996 that SSI recipients receive benefits for an average of 9.7 years while SSDI recipients receive benefits for an average of 10.5 years.  SSA also suggested that these averages would increase in future years. Using the SSA averages, we find that DBP services provided in FY07, at a net cost of only $600,000 to the Commonwealth, will result in disabled Massachusetts residents receiving $31,552,264 in additional federal benefits over their lifetimes.

*Note: 2007 figures compiled by MLAC.

	Table II

Federal dollars brought into Massachusetts by Disability Benefits Project representation in FY07

	
	
	
	
	
	
	
	
	

	
	Cases Won 07
	Average Time on Benefits
	Total Years on Benefits
	Average Benefit per Year 
	Lifetime Federal  Benefits Won
	# on TAFDC
	TAFDC reduction
	Lifetime New Federal Dollars

	SSDI
	124
	10.5
	1302
	9600
	$12,499,200
	7
	$89,964
	$12,409,236 

	SSI
	194
	9.7
	1881.8
	8340
	$15,694,212
	48
	$569,894
	$15,124,318 

	Both
	49
	9.7
	475.3
	8580
	$4,078,074
	5
	$59,364
	$4,018,710 

	Total
	
	
	
	
	$32,271,486
	
	
	$31,552,264 

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Average time on benefits is based on a 1996 report from the Social Security Administration (9.7 years for SSI, 10.5 years for SSDI). Because the report does not include an average for people who receive both SSI and SSDI, I have used the more conservative SSI average of 9.7 years for this group. According to SSA, it is likely that the average time on benefits has increased since 1996.

	
	
	
	
	
	
	
	
	

	Note: No EAEDC reduction because we're evaluating new federal dollars and EAEDC is state funded.



	Table II

Estimate Of Economic Impact of DBP Services for Cases Closed in FY 2007



	
	Direct Impact
	Indirect Impact
	  Total Impact

	Net Retroactive Payments
	$4,960,929
	$4,960,929
	$9,921,858

	Net Annual Increase in Income from SSDI and SSI Payments
	$2,734,740
	$2,734,740
	$5,469,480

	1st Year Total New Federal Dollars
	$7,695,669
	$7,695,669
	$15,391,338

	Lifetime Expected SSI/SSDI Benefits Won
	$31,552,264
	$31,552,264
	$63,104,528




























































* In determining the annual benefit to the Commonwealth from “new” federal dollars brought into the state, the report considers only the amount of payments collected over twelve months by clients who won benefits in FY04. However, the average amount of time an SSI/SSDI recipients receives benefits is several years, so the impact is very understated.
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