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Introduction

The Massachusetts Legal Aid Corporation (MLAC) was founded in 1983 in response to the Massachusetts legislature’s desire to provide legal representation to low-income individuals with civil court cases.  The MLAC’s mission as stated on its web page is to “provide leadership and support to improve civil legal services to low-income people in Massachusetts through collaboration with the legal services community, the public, the bar and the Legislature.” The Disability Benefit Project (DBP) operates under the auspices of MLAC and provides legal representation to low-income clients who are potentially eligible for federal disability benefits.  It also provides technical assistance and support to a range of advocates, organizations, and state government about benefits for people with disabilities.  In Fiscal Year 2004, DBP operated in eleven sites across Massachusetts and employed 16 full-time employees.  DBP received $1.2 million in revenue, almost entirely from the Commonwealth of Massachusetts, to provide these legal services.  
 DBP provides income security for many of its clients and also generates revenue for the Commonwealth.  It does this primarily by securing Social Security Disability Insurance (SSDI) and Supplemental Security Income (SSI) for its clients.  Both of these are federally funded programs.  For low-income individuals that DBP represents, these awards sometimes replace--almost always at a higher level--state cash assistance benefits.  These state funds are from the state portion of TAFDC (Temporary Aid to Families with Dependent Children)
, the state-funded portion of Medicaid benefit, and Emergency Aid for Elderly and Disabled Children (EAEDC), a state funded cash benefit for the elderly, children, and people with disabilities. Therefore, as a result of DBP efforts, its clients are economically better off receiving more material support through SSDI or SSI, but so is the state.  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 state is reimbursed for EAEDC payments made to successful SSI or SSDI applicants while they awaited resolution of their cases.   DBP closed just under 1,100 cases for low-income Massachusetts residents in Fiscal Year 2004, at no cost to the clients.

Little research on the economic impacts of legal services generally or legal aid programs for low-income clients exists, and we are aware of none for disability cases.  One study examines individuals in housing court in New York and finds that legal aid representation significantly affected the outcome of a case, with only 22 percent of clients with representation receiving unfavorable judgments versus 51 percent of clients without representation (Seron, Frankel et al. 2001).  Even though having legal representation increases the amount of time before a case is decided, there are fewer numbers of post-judgments in cases with representation.  As a result, representation enhances the efficiency of the court. 

For purposes of this report, we assume that clients would not have obtained disability benefits in the absence of DBP’s services.  While some of DBP’s clients may have successfully obtained SSI or SSDI without DBP’s services, these numbers are likely to be very small.
  Given the considerable financial incentive to receiving SSI or SDDI, most clients would have already pursued this path without legal aid if they could manage.  Indeed many of DBP’s clients have already been turned down for SSI or SSDI.

This report first examines MLAC’s Disability Benefits Project Fiscal Year 2004 database of 1094 closed cases.  It should be noted that DBP provided services to more clients in Fiscal Year 2004 remained open at the end of the fiscal year.  We provide a description of the clients served and outcomes of cases.  Next, we provide an estimate of the economic benefits of DBP’s services to the Commonwealth as well as describing our methodology.   This estimate represents the annual economic impact that results from bringing new federal dollars into the state in 2004.
  Finally, we present an estimate of the number of individuals who may have received health insurance as a result of DBP’s legal representation and an overview of the costs and benefits of low-income people having health care.  The report closes with recommendations for future data collection.  

Description of Cases Closed in Fiscal Year 2004

In this section we provide a descriptive analysis of the clients DBP served in Fiscal Year 2004, the state of their cases when they came to DBP, and the outcomes of those cases. DBP operates in 11 sites in four regions across the state.  In Fiscal Year 2004, DBP closed 1,094 of its cases. Figure 1 depicts the distribution of clients served across the 11 sites.  Clients are well distributed with Western Massachusetts Legal Services (WMLS) handling the largest share (18.2 percent) of all clients while Center for Public Representation (CPR) serves the smallest number (2.2 percent).

Figures 2 through 6 depict some salient demographic characteristics of DBP clients.  The average age of the population is 41 years.  Figure 2 breaks down the age distribution of DBP’s clients. The vast majority of clients ranged between ages 25 and 44, with 125 clients (11.4 percent) who are less than 19 or older than 65 years of age.   Figure 3 further breaks down the age distribution by gender.  DBP served more men, (54.5 percent) than women (45.5 percent).

Figures 4 and 5 depict the racial composition of DBP’s clients.  The majority of the clients DBP served were white (52.6 percent), followed by those who indicated they were multiracial (26.2 percent).   Latino clients comprised 11.3 percent of the caseload in Fiscal Year 2004, while 6.2 percent were black and 2.7 percent were Asian.   However, as Figure 5 indicates, there was considerable variation of the ethnic and racial composition across the 11 DBP programs.  In four programs, white clients were the minority of those served.  Greater Boston Legal Services (GBLS) served the larges percentage of black clients, Legal Assistance Corporation of Central Massachusetts (LACCM) in Worcester served the largest percentage of Asian clients, and Community Legal Services and Counseling Center (CLSACC) had the highest percentage of Latino clients.  Almost half of the caseload at the Merrimack Valley Legal Services (MVLS) and Western Massachusetts Legal Services (WMLS) included multiracial clients.   Figure 6 breaks down the primary language of clients.  English was the primary language spoken (78.5 percent) followed by Spanish (18.7 percent).  

Figures 7 through 9 summarize information about cases at the time they were opened.  Sources of clients’ income when they sought services with DBP are depicted in Figure 7. Just under one third (30.6 percent) received Emergency Aid to Elders, Disabled and Children (EAEDC), 18.4 percent received TANF, 16.5 percent received SSI, 7.6 percent received SSDI, and 6.9 percent earned wages.  One out of every six (16.9 percent) clients reported receiving no income.  Three quarters of all cases in Fiscal Year 2004 were applications (see Figure 8).  Figure 9 shows the level of case at the time it was opened.  Almost half (48.0 percent) of all cases were opened for an administrative law judge review and 29.3 percent for reconsideration.

Figures 10 through 17 describe outcomes of cases for which DBP represented clients.  Figure10 depicts the status of DBP’s cases at the time the case was closed.  Almost two thirds of all cases (63.5 percent) were adjudicated, DBP provided brief services to 12.2 percent of its clients, clients withdrew 8.1 percent of the time, 5.9 percent of cases were deemed to have no merit, and 3.6 percent ended with some other action (see Figure 10).  Of the 600 cases that were adjudicated in Fiscal Year 2004, DBP received a favorable judgment on 492 cases or 82 percent of the time.  Figure 11 depicts the percentage of cases adjudicated with a favorable ruling by DBP program.  The range was not large, with Boston College Legal Assistance Bureau (BCLAB) receiving a favorable ruling 95.7 percent of the time and Legal Services of Cape Cod and the Islands (LSCCI) doing so in 74.5 percent of adjudicated cases.  Figure 12 shows that half of the cases (50.4 percent) with a favorable ruling were awarded only SSI, 14.1 percent were awarded SSDI, and 13.5 percent were awarded both SSI and SSDI. 

Figure 13 reports the levels at which cases were decided in Fiscal Year 2004.  Over half (56.2 percent) of DBP’s cases were decided at the administrative law judge level.  Figure 14 depicts the percent of adjudicated cases with a favorable ruling by level when the case was opened.  Cases opened at the application level had the highest favorable ruling with 89.4 percent, with district office second at 85.7 percent, followed by reconsideration with 83.7 percent, administrative law judge with 79.5 percent and appeals council with 66.7 percent.  Figure 15 reports the percent of adjudicated cases with a favorable ruling by decision level.  DBP had a favorable ruling in 96.2 percent of cases decided at the application level, 94.7 percent of cases at the district office level, 89.7 percent of cases at the remanded level, 88.6 percent of cases at the reconsideration level, 83.1 percent decided at the administration law judge level, and 23.5 percent of its cases at the appeals council level.  The 600 adjudicated DBP cases were open for an average of 21.6 months and took 12.8 months on average to be decided.  Figure 16 presents the length of cases in months by decision level. The appeals council cases took the longest to be decided at slightly over two years until judgment.  Remanded cases averaged 20 months, followed by administrative law judge at 13.4 months, application at 7.7 months, reconsideration at 6.0 months, and district office at 4.3 months.  

Figures 17 and 18 examine the demographic characteristics of the clients who were represented by DBP and earned a favorable judgment.  Figure 17 depicts the percentage of clients receiving a favorable ruling by race and ethnicity.  Both of the Native American cases adjudicated received a favorable ruling, as did 88.1 percent of DBP’s black clients, 85.7 percent of Asian clients, 85.1 percent of Latino clients, and 84.3 percent of white clients.   Multiracial clients received a favorable judgment 74.3 percent of the time.  Figure 18 reveals that a slightly higher percentage of female clients (82.9 percent) received a favorable ruling than male clients (81.3 percent).  

Economic Impact of DBP Representation

Estimates of values of cash awards


To calculate the range of economic benefits to DBP’s clients and to the Commonwealth, we distinguish between net retroactive and current awards as well as direct and indirect economic impacts.  Clients with successful cases are awarded monthly amounts of SSI and/or SSDI that they will receive until they are deemed ineligible.  These are current awards, and we calculate this on an annual basis.  Clients may also receive a one-time lump-sum retroactive payment (minus EAEDC received during the period in which retroactive pay is determined).    The direct impact is the sum of the annualized SSI or SSDI payment and the net retroactive payments made to all clients.  Since these payments are new federal dollars entering the state, they can be considered a direct economic boost to the Commonwealth.  The indirect impact results from the additional economic activity stimulated by the injection of this new federal revenue.  The total economic impact to the state is larger than the direct impact because of what economists term the “multiplier effect” (described below).  The total economic impact of DBP’s activities is the sum of the direct and indirect amounts of annual SSI and SSDI payments and net retroactive payments. 

Methods used to calculate direct and indirect economic impacts

In order to calculate the total direct impact of the new levels of annual income to clients that results from DBP programs, we need to know the amounts of net retroactive payments received as well as the amount of SSI or SSDI awarded to successful cases.  We also need to determine if SSI or SSDI awards reduce other forms of income to clients, as loss of income dampens the direct and indirect impacts.  DBP currently records the amount of retroactive payments received but does not report on monthly amounts of SSI or SSDI awarded.  To estimate monthly awards we use monthly benefit levels provided to us by Barbara Siegel, Staff Attorney of the Disability Law Center.  We assign all clients receiving SSDI income the average monthly amount of $700, a monthly amount of $635 to those awarded SSI income (based on the average of standard award of $672 for those living independently and $597 for those in shared living arrangement), and a monthly amount of $655 to those who receive both SSI and SSDI.  In estimating lost income due to awards of SSI or SSDI, we note that all of DBP’s clients are low income, which assures that virtually all clients do not have access to high levels of earnings or other income sources.  This is confirmed by DBP’s data and depicted in Figure 7 with only seven percent of all clients receiving wages.  Therefore, we assume that the only sources of income that would be affected as a result of receiving SSI or SSDI are TADFC/TANF or EAEDC.  We calculate the increase in monthly income by the amount of SSI and SSDI awarded and then decrease these by any amounts of TANF or EAEDC received.  If the household were already receiving TAFDC/TANF grants and receives an SSDI and/or SSI award, we deduct $102 (the maximum monthly TANF payment for an individual) and if receiving EAEDC we deduct $303 monthly. We then sum this new net income for all cases awarded SSDI and/or SSI.  

Because SSDI and SSI awards pump “new money” (i.e. money that would not be spent in the state otherwise) into the Massachusetts economy they create a direct impact equal to the value of the new money plus an indirect impact of the “multiplier effect.”  This happens because this new money increases the demand for goods and services in the state, which results in changes in production in industries that produce these goods and services.  As production increases, employers generate more income (wages and/or profits) that begets more demand for new goods and services, which is the essence of the multiplier effect.   Each time the money circulates within a regional economy a portion leaks out of the regional economy to another region, is taxed, or saved so that after several transactions, the money no longer increases demand in the regional economy.  The total impact of new spending, including the resulting “spillover” demand from the original insertion of the money in the regional economy is equal to the amount of new direct spending times the multiplier.   A multiplier must be at least one--the amount of the direct spending.  If there is any spillover, the multiplier will be greater than one.  In order to estimate the full economic impact of the new revenue generated through DBP’s activities, we need to know what the appropriate state multiplier is for this type of new spending.  State and regional multipliers are often calculated by organizations like Regional Economic Models, Inc. but the expense of calculating a model to predict a multiplier applicable to increased SSI or SSDI income is cost prohibited for this report. Generally, a multiplier of two is applied to money injected into a regional economy (Giuliani et al. 2004).  We present a range of estimates on the economic impact of DBP’s services. The lower part of the range uses a multiplier of one (i.e. only a direct impact with no indirect stimulatory impact) and the upper portion of the range assumes a multiplier of two (there is an indirect impact that exactly equals the direct impact).

One distinction between money to the state and money to the clients needs to be recognized.  In successfully adjudicated cases, clients are often awarded retroactive payments.  However, if a successful client has been receiving EAEDC payments while awaiting a decision, the retroactive payment is reduced by the total amount of EAEDC received by the client during that time.  DTA is reimbursed for the EAEDC payment, and the balance is then paid to the client.  In Fiscal Year 2004, DTA was reimbursed a total of $747,318 for previous EAEDC payments to successful DBP clients.  Because this in not new money to clients, we will not include it in the economic impact of DBP to Massachusetts’ economy.    

Direct and indirect impact of DBP

Table 1 summarizes the total economic effect as a result of SSI and SSDI awards to DBP clients who won their cases in Fiscal Year 2004. The total direct impact of the net retroactive payments to clients in Fiscal Year 2004 was $4,526,392 with an indirect impact of up to $4,526,392.   We estimate the sum of total monthly amount awarded to DBP clients as $266,268 and arrive at an annual direct impact estimate of $3,195,216 by multiplying the new net monthly amount by 12.  Using a multiplier of two, we estimate the annual indirect effect of SSI and SSDI receipt is $3,195,216.  Overall, DBP’s legal services contribute between $7.7 million and $15.4 million annually depending on the strength of the multiplier effect.  Individual clients whose needs are high saw their income increase substantially and the state also experienced economic benefits from the injection of this new money.  In Fiscal Year 2004, the state appropriated $1.2 million for DBP, of which the state received back $747,318 in retroactive EAEDC payments. Therefore the net cost to the state for DBP is $452,682.   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.   This amounts to a return of between $15 and $30 on every net dollar the state spent on this program.

	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

	Annual SSDI and SSI Payments
	$3,195,216
	$3,195,216
	$6,390,432

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


Estimate of Number Receiving Health Insurance Coverage

Indirectly, DBP also contributed to the well-being of Massachusetts residents by obtaining health insurance for clients who qualified for SSDI and/or SSI.  Individuals with SSDI are eligible for Medicare after 24 months; individuals eligible for SSI qualify for MassHealth.  Approximately half of MassHealth’s expenses are covered by Massachusetts state revenue and the other half by the federal government, and all of Medicare’s payments are covered by the federal government.  DBP did not ask if individuals had health insurance or what type if a person did in its intake questionnaire in 2004.  As a result, we can only provide a very rough estimation of new health insurance coverage.  Those individuals who seek DBP’s services and are already receiving TANF, SSDI, and SSI are almost certainly already covered by MassHealth and/or Medicare.  In addition, some individuals could also be covered by MassHealth through EAEDC, or by Veterans Administration (VA) health benefits if they are a veteran.   Of the cases for which DBP received a favorable judgment and clients were awarded SSI, SSDI or both, 170 individuals (15.5 percent of all cases and 34.6% of favorable rulings) indicated they did not receive VA benefits or any public assistance that would categorically provide access to MassHealth or Medicare.  It is certainly possible but not likely that most of these individuals would have health insurance.  DBP serves only low-income clients, which makes them the least likely to have private health insurance.  Still, being low income, some might be income eligible for and receiving some type of MassHealth services.  Sixty-two of those individuals without categorical eligibility for public health insurance indicated they earned wages and could possibly have employer-sponsored health insurance.  Without more information, we “guestimate” that one half of 170 individuals with favorable rulings but without income that would make them categorically eligible for MassHealth either already get MassHealth or private health insurance.
  

As a result, we estimate 85 individuals secured health insurance that did not already have it by DBP’s efforts.  Based on the distribution of those receiving either SSI or SSDI benefits, we estimate 30 individuals received Medicare via their SSDI award and 55 individuals received MassHealth via their SSI award.   The state incurs a new cost because it now provides half of the cost of Medicaid to 55 individuals who were previously not covered.  However, the state was spared the total cost of those clients with disabilities but no previous health insurance who were most likely to rely on the Uncompensated Free Care Pool to cover medial expenses.   Access to health care directly helps those enrolled, but also indirectly helps the Massachusetts economy and the health of others when health care is seen as a public health concern.

Impact of Low-Income Individuals Having Health Insurance

We were unable to locate research that estimates the total costs of not having health insurance.  However, there is research to indicate that part of this cost is incurred by employers and employees who pay for private health insurance and by state and federal government.  There were an estimated 48 million uninsured Americans in 2005.  The total cost of the non-payment of medical care by the uninsured in 2005 was estimated to be $43 billion nationally (Stoll 2005).  Families USA estimates that covering the cost of the uninsured annually increases average family premiums by $922 and individual premiums by $341.  Part of this cost is paid by the state and federal government.  In Massachusetts, the Uncompensated Free Care Pool for fiscal year 2002 totaled $472 million (Seifert 2002).  Finally, individuals without health insurance often bear a cost monetarily by incurring large bills when they do receive health care and/or are likely to have negative health outcomes by postponing care because they cannot afford it. 

The Kaiser Family Foundation estimates in 2003-2004 that 13.4 percent of Massachusetts residents were covered by MassHealth, 11.6 percent by Medicare, 59.5 percent by employer insurance, 4.3 percent by individual coverage, and 11.2 percent were uninsured.  In 2004, Massachusetts spent $8.9 billion on Medicaid, of which $4.5 billion was Massachusetts tax revenue (Kaiser Family Foundation 2006).  The number of individuals enrolled in MassHealth in Massachusetts in 2004 was 929,297, which includes the elderly (Seifert 2004).  The total cost of MassHealth spending per enrollee in fiscal year 2004 was $5,240 (Kaiser Family Foundation 2006).  MassHealth provides health insurance coverage for close to one million Massachusetts residents and is an important economic stimulus.  It provides a variety of benefits meeting the needs of the poor and low-income workers whose employers cannot or do not provide health insurance, reducing demand on the Uncompensated Care Pool, bringing in substantial federal matching funds, and sustaining jobs in the health care sector (Turnbull 2003). 

Recommendations for Future Data Collection

As this report reveals, the current information DBP collects provides enough information to make some fairly accurate estimates of the monetary benefits to clients and the states.  To better estimate the costs and benefits to its clients and to the state in the future, DBP might want to consider the following in collecting data from clients.     

· Better data collection and/or coding of current information obtained.  We found many coding errors in the data which impeded our research and estimations.
    Perhaps use a simpler or clearer form or stress on the form that accuracy would further DBP’s efforts.  

· We recommend for future evaluations of DBP programs, DBP gather the following new information. 

· Client’s living situation.   For the SSI benefit level determination, it would be useful to know if a person is living independently or sharing a household. 

· Type of insurance a person has at intake.  Both SSDI and SSI recipients receive Medicare and Medicaid coverage.  Because insurance coverage was not recorded for DBP intake files, this report is unable to make valid estimates regarding the economic impact of increased medical coverage because individuals could have had other types of health insurance prior to obtaining these public health insurances. 

· Actual monthly amount of SSI or SSDI awarded in successful cases.  This would allow for a more reliable estimate of annual benefits. 

·  Street address in addition to zip code. Because state legislative district boundaries and zip code boundaries do not match, we are not currently able to determine the number of clients served in each Massachusetts legislative district.  However, if street addresses are reported, this estimate would be possible.   This would allow DBP to report to state senators and representatives the number of people in their districts that receive its services.
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[image: image2.emf]Figure 2:  Age Distribution of Closed Cases
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[image: image3.emf]Figure 3: Age Distribution of Closed Cases by Gender 
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[image: image4.emf]Figure 4: Race and Ethnicity of Closed Cases
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[image: image5.emf]Figure 5: Race and Ethnicity of Closed Cases by DBP Program 
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[image: image6.emf]Figure 6: Client's Language of Closed Cases 
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[image: image7.emf]Figure 7: Type of DBPClient Income
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[image: image8.emf]Figure 8: Case Type When Opened

0%

10%

20%

30%

40%

50%

60%

70%

80%

Application Over Payment Termination Other Representative

Payee

Payment Level Other Work Case


[image: image9.emf]Figure 9:  Case Level at Opening
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[image: image10.emf]Figure 10: Case Status at Closing
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[image: image11.emf]Figure 11: Percent of Adjudicated Cases with Favorable Ruling by DBP Program
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[image: image12.emf]Figure 12: Type of Award for Cases with a Favorable Ruling
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[image: image13.emf]Figure 13: Decision Level of Adjudicated Cases
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[image: image14.emf]Figure 14: Percent of Adjudicated Cases with Favorable Ruling by Open Level
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[image: image15.emf]Figure 15: Percent of Adjudicated Cases with Favorable Ruling by Decision Level 
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[image: image16.emf]Figure 16: Length of Cases in Months by Decision Level
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[image: image17.emf]Figure 17: Success Rates by Race and Ethnicity  
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[image: image18.emf]Figure 18: Success Rates by Gender
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� Some of TAFDC funding comes from the federal TANF (Temporary Assistance to Needy Families) block grant.


� DBP is recognized for taking on difficult disability cases.  As a result, these cases take longer to adjudicate, and without DBP’s services individuals might not take advantage of all the appeals and drop out before receiving a favorable ruling.


� Continued SSI and SSDI payments from cases with favorable judgments will provide future benefits to clients and continued savings to the state.





� Families USA uses a larger multiplier of 2.21 for the economic impact of Medicaid spending in Massachusetts (Klein, Stoll et al. 2004).


� The U.S. Census Bureau data indicate that 43 percent of all poor adults ages 25-64 had no health insurance in 2004 (U.S. Census Bureau 2004 Health Insurance Coverage 2004:  Detailed Tables, Table HI03 � HYPERLINK "http://pubdb3.census.gov/macro/032005/health/h03_000.htm" ��http://pubdb3.census.gov/macro/032005/health/h03_000.htm�, retrieved March 22, 2006)


� For example we found: 18 cases that reported brief services and a favorable judgment, which could possibly occur, but seems unlikely; two cases that reported being lost but report both SSDI and SSI being obtained; nine cases where the client withdrew and SSI was awarded; 20 cases in which the benefit obtained was recorded as SSI and an amount for SSDI retro payment awarded; and 14 cases in which SSDI was listed as the benefit obtain but a SSI retro payment was recorded.
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