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1.0 Introduction

The Canada Pension Plan Disability (CPPD) evaluation, conducted by Human Resources Devel opment
Canada (HRDC), dealt with awide range of key questions related to the achievement of the objectives of
the CPPD program, and its administrative and program efficiency. The evaluation also included a
requirement to provide suggestions for change, where needed, so that the Canada Pension Plan Disability
program could better serve the Canadian public. Thisis Phase Il of the CPP evaluation. A Phase |
evaluation examined the CPP retirement benefit.

This Report provides the findings and conclusions of this evaluation.

2.0 Background

The CPPD program was created in 1966 as part of the broader Canada Pension Plan (CPP) which
includes the retirement program and survivor benefits. CPPD was intended to provide protection against
loss of earnings due to disability for eligible CPP contributors. CPPD benefits are paid to claimants
whose physical or mental disability is severe and prolonged, who have made contributions to CPP for at
least two of the past three years, or five of the last ten years, and who are unable to regularly pursue
substantially gainful employment. Aswell, there is a CPP child benefit payable for the children of a
disabled beneficiary.

The eligibility for CPPD was expanded significantly by legislative changesin 1986 (Bill C-116) and
1992 (Bill C-57); aso, the dollar value of CPPD benefits was a so increased substantially relative to the
average industrial wage, after 1986. Another important program change was an administrative direction
introduced in 1989, which eased eligibility criteriafor those in the pre-retirement age group (ages 55-64),
and was generally consistent with changes enacted in legislation for QPPD in 1984 with respect to the
60-64 years of age group. Aswell, the CPPD medical adjudication guidelines were revised in September
of 1995 in order to insure the primacy of medical determination in the adjudication process.

CPPD benefits are funded through the broader pay-as-you-go CPP program which collects contributions
from employers, employees and the self-employed. A factor that distinguishes CPPD from some other
Income security programsisthat it istied to work force participation (i.e. designed only for those who
have worked) and that the benefits are paid out only when a person meeting the disability criteriais
deemed unable to pursue substantially gainful employment.

The operation of CPPD must be considered in the context of alarge number of public and private
programs which provide complementary benefits for persons with disabilities, particularly Workers
Compensation Boards (WCBSs), Provincial/Territorial Social Assistance, private long-term disability
insurance (LTDI) and auto accident insurance.

Because of the design of the CPPD program and other programs, persons with disabilities may receive
benefits from more than one provider of earnings replacement. Where multiple programs are involved,
usually one program ("second payer") reduces benefits by the amount of another's ("first payer")
benefits. This complexity of programs means that identifying who is the appropriate "first payer" and
"second payer" is an important issue, since clients, administration and program costs may be significantly
affected.

The evaluation must aso be considered in the context of numerous major changes which were occurring



at the time of writing: a broad change in the delivery of federal income security programs, including
reorgani zation of CPPD services (Redesign); changesin CPPD itself (such as new adjudication
guidelines and a new appeal s structure); and many broader changes in Canada's demography (aging
population) and economy (economic re-structuring), and the Federal-Provincial quinquennial review of
the CPP that is currently under way.

3.0 The Evaluation Process

The evaluation was carried out in a number of stages and through the application of awide range of
methodol ogies. The various components of the background research and related resources included:

« areview of theliterature relating to public disability insurance (PDI);
« review of international PDI programs, including those of many of Canada's key trading partners;

« acomparative anaysis of the experiences of CPPD/QPPD, and similar programs in other countries
that are Canada's major trading partners. Thisincluded an exploratory comparison of CPPD and
QPPD clients using the 1991 Statistics Canada's Health and Activities Limitation Survey (HALYS);

« aseries of interviews with CPPD stakeholders (representatives of Workers' Compensation Boards,
Provincial Social Assistance Departments, private sector long-term disability insurance providers
and advocacy groups);

» adtatistical analysis of CPPD caseloads to consider the potential role of program and economic
factors in the increase in caseloads; related analysis of HRDC tax file data and CPPD master
benefit computer file data;

« ananaysis of earnings replacement effects through CPPD;
« an evauation of the CPP National Vocational Rehabilitation Project (NVRP); and

« areview of a1995 Statistics Canada Survey of CPPD beneficiaries; and use of related research,
such as the HRDC Disability Incidence Sudy, completed in mid-1995.

While existing data sources placed restrictions on the types of conclusions which could be drawnin an
evaluation, the above research resources provided an extensive platform and multiple lines of evidence
for drawing strategic conclusions about the CPPD program and its future direction to meet public
concerns for efficiency and social policy.

4.0 Key Evaluation Questions and Findings

In conformance with Treasury Board standards for evaluation studies, the key evaluation questions posed
relate to: (1) the rationale for the program (What are the program objectives? I s the program still
relevant?); (2) program success (Has CPPD achieved its main objectives? What were the main impacts
and effects of CPPD? Were there any unintended effects?); and (3) program alternatives (Are there other
more cost-effective alternatives for achieving CPPD's basic objectives?) Aswell, the evaluation
examined the underlying reasons for the dramatic increase in disability caseloads since the mid-eighties.2
The Quebec Pension Plan Disability (QPPD) Program, an equivalent program to CPPD in Quebec, has
not experienced a similar escalation in caseload and costs over the same period.

4.1 Rationale



Is the rationale for the CPPD program still valid, and is the Federal government's role appropriatein its
administration?

The underlying rationale for the CPPD as a national federal-provincial/territorial program continues to be
appropriate in that: (1) CPPD provides generally universal coverage to amost all workers, protecting
those who may otherwise not be able to afford private insurance protection; (2) PDI programs are seenin
the literature as an important component for sharing risks in society, and for protecting society against
the particular burdens which result from individuals' uninsured disability; and (3) the program is seen by
stakeholders (federal and provincia officias, private-sector LTDI providers and voluntary organizations)
as representing an important part of the earnings-replacement component of the income security system,
which isideally administered by the federal government, as a national program for Canadian workersin
all participating provinces.

Also, asubstantial roleis played by the CPPD program in the income security system, with nearly
300,000 persons with disabilities receiving a portion of their income from CPPD benefits. Data examined
for this evaluation suggest that the vast majority of these persons meet the CPP eligibility criteriaand
have significant health and activity limitations.3 Current dollar benefits have more than tripled in the last
decade, from $846 million in 1986-87, to close to $3 billion in 1995-96.

Therationale for the CPPD program isasvalid in 1996 as it was when the program was first
introduced in 1966.

4.2 PROGRAM SUCCESS

The issue of whether the CPPD program has achieved its objectives, and what the main impacts and
effects of the program have been, were significant questions for the evaluation. These questions were
examined in terms of the program'’s beneficiaries, eligibility criteria, earnings replacement, and
comparison to other programs, including the QPPD and programs of major international trading partners.

4.2.1 CPPD Beneficiaries

Who are the CPPD beneficiaries? What has been the pattern of claims and grants? Why have CPPD
applications risen? What has been the role of the economy in increasing casel oads?

Characteristics of beneficiaries. CPPD beneficiaries appear to constitute a population that is severely
disabled and comprised generally of persons who are unable to undertake regularly any "substantially
gainful occupation™.4 Significantly, however, responses from the CPPD Beneficiaries Survey and other
data, indicate that a number of CPPD beneficiaries believe they may have potential for vocational
rehabilitation and return to work if appropriate help/training were available.

Findings from the Statistics Canada 1991 Health and Activities Limitation Survey (HALS) suggest that
only a percentage of persons defined by HALS as having severe activity limitations are actually in

receipt of government benefits.2

Increase in caseload: The number of CPPD beneficiaries has increased significantly over the duration of
the program, from 27,000 when the first benefits were paid in 1970, to nearly 300,000 in 1995. The most
rapid increase in CPPD applications occurred in 1991-93 so that, while about 182,000 persons with
disabilities received benefitsin 1990, this number rose to about 298,000 by 1995.5




In 1993-94, the rapid increase in CPPD casel oad experienced in the early 1990s ended and in fact CPP
casel oads are now decreasing. It is important to note, however, that the percentage of applications
granted benefits between fiscal 1992 and 1996 was significantly lower (by 7%) than over the
1987-91period. Other major OECD countries (US, United Kingdom, Germany) also experienced rapid
increases in casel oads over the same time frame. Despite the fact that CPPD has experienced arapid
increase in disability caseload over the past few years, the CPPD caseload as a percentage of individuals
ages 18 to 65 remains one of the lowest when comparisons are made to the programs of Canada's key
trading partners.

Part of the increase in CPPD applications was due to increased emphasis by the provinces on referring
Provincial Social Assistance clientsto CPPD. These changes may themselves have been triggered by the
1987 and 1992 legidative changes in CPPD program criteriaas well as by Provincia budgetary
constraints. Indeed, there was a significant surge in applications to CPPD from some provinces caused in
part by the increase in benefitsin 1987, and a 1992 change in CPPD dligibility criteria which allowed
late applications. Most important of these was Ontario, where a special operation (the "Peterborough
Project") was established to process over 16,000 applicants for CPPD, whose applications were prepared
by the Ontario Ministry of Community and Social Servicesin 1993-94. Increased referrals to CPPD from
LTDs, which were similarly experiencing an increases in applications, also occurred.

Therole of the economy: The economy has been identified as a significant influence on therisein
applications for CPPD. The evaluation examined whether "economic grants' are inherent to the program,
or were a cause of the 1991-94 caseload increases. By economic grants is meant the award of disability
pensions to mildly or moderately disabled persons for economic reasons such as increased
unemployment, or as a bridge to retirement,’ as opposed to the award of pensions because of the inability
to regularly pursue substantially gainful employment due to some health or activity limitation.

The results are unclear in spite of extensive evidence examined. For example, on the side of evidence
favouring the economic grants argument, macro-economic analysis suggests a key role for the economy
and economic cycles as drivers of CPPD caseloads: in time of economic recession and restructuring,
applications for CPPD have increased (a phenomenon found in similar programs in other industrial
countries). Aswell, an analysis of CPPD beneficiaries using the 1991 HAL S survey indicated that nearly
10% of CPPD beneficiaries who were respondents might be capable of full timework. Thereisaso
evidence that the absol ute caseload growth occurred disproportionately among those approaching the
retirement age ( 55 to 64 years). But some countervailing evidence is also significant, for example, as
regards 1991-94 trends: in that time period, the pre-retirement age group (ages 60-64), declined
dramatically as a portion of new CPPD beneficiaries, even though one might expect those nearing
retirement to be particularly vulnerable in the labour market. As well, data on the disability
characteristics of CPPD beneficiariesin 1991 and 1995 showed no evidence that grants to more mildly
disabled persons had increased.

These questions about economic grants could not be resolved with the data at hand, pointing to
perhaps one of the most important findings of the study: that improved data are required for
assessment of the fidelity of CPPD to its legisative mandate.

4.2.2 CPPD Eligibility Criteria

What are the criteria for granting benefits? Have CPPD applications been adjudicated consistently and
equitably? What has been the role of reassessment and rehabilitation activities?



Until 1986, in order to qualify for CPPD benefits, workers had to have a disability that was severe and
prolonged, had to have contributed to the planin at least 5 out of the last 10 years, and had to be unable
to regularly pursue any substantially gainful occupation. Changes to the contributory requirements have
significantly changed the eligibility criteria. The most important of these is the extent to which the
legislated eligibility for CPPD was expanded, effective in 1987 and 1992. In 1987, contributory
eligibility criteriafor CPPD were relaxed, so that an individual could be eligible for the program if
contributions had been made to the CPP for as few as 2 of the last 3 years. In 1992, the legislation was
further amended to alow individuals who had become disabled in the past, but who had not previously
applied for CPPD benefits, to apply for CPPD benefits.8 These changes have undoubtedly had an impact
on the CPPD caseload as significantly more persons with disabilities have applied for and been granted
CPPD benefits.

Research for this evaluation comparing dligibility for CPPD to QPPD, illustrates that fewer persons,
expressed as fractions of the relevant populations meeting the contributory requirements, have
historically been eligible for QPPD, particularly fewer women. These differences were, however,
reduced by 1993 changes to QPPD which brought the program more in line with CPPD's eligibility
criteria2 (current data are not available to indicate the extent to which these changes have increased
QPPD caseloads).

QPPD was found to apply stricter criteria and adjudication to applicants under age 60, although not to
older workers (60 to 64 years of age). Aswell, the diagnoses which are accepted by QPPD have tended
to be based on more verifiable (objective) medical criteria. For example, the QPPD (on arelative basis)
has a smaller client group composed of workers with mental or emotional disabilities and repetitive strain
injuries, than does the CPPD. While overall, this stricter procedure was seen as resulting in alower
QPPD caseload, the conclusion was that the lower QPPD casel oad was also associated with the role of
QPPD in the overall Quebec system. In Quebec, disability benefits tend to be paid by a single program
(QPPD, WCB, Provincial Social Assistance). Also, thereisahigher percentage of disabled persons
receiving socia assistance in Quebec than in the other provinces. This suggests that QPPD's lower

casel oad growth may in part result from more extensive use of Provincial Social Assistance.

QPPD was found to have a strong pre-retirement orientation -- mainly focused towards older workers
(ages 60-64). Thiswas reflected in less strict criteriafor older workers, which have been enshrined in
Quebec legislation since 1984.10 The average age of the CPPD caseload has been dropping, and the
average duration for drawing CPPD benefits has steadily increased. In contrast, QPPD benefits flow
primarily to older beneficiaries who receive their benefits for a shorter duration of time. Overall, QPPD
casel oad growth was 42% over the 1983-93 period compared with 129% for CPPD.

The fact that the CPPD casel oad includes many younger beneficiaries suggests that reassessment of
CPPD files should be a priority to determine continued eligibility for CPPD benefits. While CPPD's
recent reassessment initiatives have been impressive, CPPD has historically done very little in terms of
continuous file reassessment. Therefore, for most recipients, benefits continue until retirement. The onus
ison the individual to inform CPPD of any ability to return to substantially gainful employment. Aswell,
there is no timely mechanism currently in use to systematically link the receipt of CPPD benefits to
record-of-earnings files or T4 records to identify CPPD beneficiaries with any earned income.

CPPD dedicates very few resources to rehabilitation effortsll despite the decreasing average age of the



CPPD beneficiary population and strong interests in rehabilitation among some beneficiaries, as reported
in the 1995 CPPD Beneficiaries Survey. Aswell, analysis of the 1991 HAL S survey suggests that close
to 10% of respondents who were CPPD beneficiaries might be able to return to full-time employment.
This suggests great potential for awell-targeted rehabilitation program.

Historically, the CPPD program had built-in disincentives to returning to the labour force. That is, if an
individual returned to work, and became disabled again, he or she would need to re-apply for CPPD
benefits. Recent changes to CPPD, which continue benefits through a three month trial return-to-work
period, and allow for the "fast tracking" of reapplications for CPPD, have made it easier for beneficiaries
to try returning to work, without being penalized by benefit cut-offs. But other work incentives could be
provided as well. This could be done by increasing the amount of money which beneficiaries can earn
without losing their benefits (to foster attempts at employment), and by fostering more timely and
effective rehabilitation.

CPPD has exhibited the ability to change and improve its operations, as reflected by initiativesin
reassessment, rehabilitation, and other recent changes in such areas as work incentives and adjudication
guidelines. However, the results of relatively modest efforts dedicated to continuous reassessment and
rehabilitation programs suggest that there is a significant potential for the containment or reduction of
CPPD caseloads in the future.

CPPD has undertaken avariety of reviews of the program's administrative decision-making. For
example, the 1995 CPP Random Review provided a positive assessment of consistency of administrative
procedures, but no data on the role of socio-economic factorsin adjudication, the severity of disability, or
potential for rehabilitation of applicants or beneficiaries.12 Similarly, file audits over the years have
found little evidence of actual fraud in CPPD.

Another study concluded that there may have been a small proportion of inappropriate grants (3%), and
this matter should be examined.13 These and similar reviews have not provided ongoing information on
the functioning of adjudication processes, and the role of key factors in adjudication. Data of this sort
would be required to accurately measure the existence or extent of economic grants, provide an
independent view of decision-making, explicitly measure the severity of applicant disabilities,
rehabilitation potential and employability, and provide quality assurance on adjudication.

For these reasons, ongoing collection and analysis of comprehensive file review information will be
essential, for any definitive conclusions to be drawn regarding administrative practices.

But available evidence suggests that the CPPD program administration has been relatively constant in
its adjudication of applications and claims for CPPD benefits (in spite of labouring with limited
resources and an antiquated system based largely on paper files).14

However, CPPD procedures appear to have resulted in many beneficiaries who, once in receipt of
benefits, continue to collect a pension, even though their disabilities may lessen, or other factors (e.g.

new technology) make a return to substantially gainful employment possible. This evaluation has
suggested that this group may be close to 10% of all CPPD beneficiaries. As well, the decreasing average
age of the CPPD beneficiary population in recent years makes new initiatives to support rehabilitation
feasible and timely. Such initiatives are likely to find support from those concerned with program costs,
from beneficiaries, but also from social development advocates, who, in the course of the study identified
the need for CPPD to facilitate return to work as a key priority.



Thusit appears that there is considerable potential for significantly expanded reassessment and
rehabilitation efforts to ensure positive outcomes for beneficiaries, reduced program costs and more
efficient deliveryl>. For example the potential for some beneficiaries to undergo functional assessment
and rehabilitation should be considered, in order to determine whether such a person can work or not.
This suggests that new program concepts and designs may be needed to enable early intervention for
effective rehabilitation. Thiswould be facilitated by new inter-program linkages for the timely
identification of rehabilitation candidates, (e.g., the Employment Insurance sickness program).

4.2.3 CPPD Earnings Replacement Rate Effects

The evaluation considered the questions: What have been the earnings replacement effects of CPPD? Is
there duplication of coverage from public and private sources? What offsetting practices have been
used? What is the effect of the tax system on CPPD benefits?

Overdl, CPPD benefits provide a significant portion of earnings for persons with disabilities.
Respondents to a survey of CPPD beneficiaries revealed that 52% of their total annual income was
accounted for by CPPD benefits regardless of age in 1994.16 The maximum gross and net pre-disability
earnings replacement effects of CPPD benefits at the average industrial wage (the year's maximum
pensionable earnings for CPP -- Y MPE) would have been 29% and 42% respectively, in 1995 for a
single individual .17 This exceeds CPP's gross earnings replacement rate objective of 25% of the average
industrial wage.18 Moreover, the earnings replacement effect would be greater for those who earned less
than an average wage due to the flat rate portion of the benefit. There is no stated standard for income
replacement in the legislation.

Many CPPD beneficiaries receive benefits from other government programs (e.g. Unemployment
Insurance) prior to being granted CPPD benefits, with many continuing to receive benefits from other
sources, including Workers Compensation Boards, Provincial Social Assistance and private sector
long-term disability insurance programs at the same time as recelving CPPD benefits. The evaluation
noted multiple and duplicative sources of earnings replacement, and that the lack of a coordinated system
results in awide variation in the benefits provided to persons with the same or similar disabilities and
comparable work histories, but different insurance coverage. These variations result from differencesin
circumstances causing disablement, differences in coverage by different programs and differences
between provincia programs.

While private sector LTDI programs are designed to offset CPPD benefits by reducing the benefits they
pay to beneficiaries by 100% of the total provided by CPPD, this was not the case with all Workers
Compensation Boards. Rather, the research indicated that it has been possible, in some provinces, for a
beneficiary to receive both afull CPPD benefit and afull or partial WCB benefit.

In Quebec, disabled beneficiaries tend to receive their disability benefits from a single program (QPPD,
WCB, the Quebec Public Auto Insurance Plan, or Provincial Social Assistance), and specifically from
only one payer in that same integrated system. A person with disabilitiesin Quebec isthuslesslikely to
receive public benefits from more than one source, than is a person with disabilitiesin any other
province. Asaresult, the "single payer" system in Quebec seems to avoid much of the complexity that
exists for CPPD because of the overlaps and administrative duplications of a"multi-payer" system.

The costs of the CPPD program have risen from about $1.7 billion in 1990 to about $2.8 billion in 1995.



However, the interaction effects of CPPD and complementary federal programs such as the Spousal
Allowance (SPA) and Guaranteed Income Supplement (GIS), as well asincome taxes, have implications
for net costs to the government sector. Estimates for 1996 suggest that $608 million of CPPD/QPPD
benefits are returned to federal- provincial governmentsin higher tax revenues (federal: $355 million;
provincia: $253 million), lower GIS and widowed SPA expenditures ($60 million) and lower costs of
other programs ($19 million). On the other hand, CPPD/QPPD contributors would receive $439 million
in government non-refundable tax creditsin 1996. Other savings from CPPD, not measured for this
study, occur for WCBSs, Provincial Social Assistance and LTDIs.

While the CPPD program is an important source of income for persons with disabilities, and meets the
earnings replacement objectives, the duplications and overlapsin public and private programs suggest
the potential for more coordination and harmonization between CPPD and complementary programs.

4.2.4 CPPD Comparison With Other Programsin Other Countries

The evaluation considered the question: How does the CPPD program compare with similar programs of
Canada's major trading partners?

CPPD was found to be similar to programs operated by Canada's international trading partners, and
somewhat |less generous. CPPD was compared to the national PDI programs of a number of Canada's
major trading partners, including Germany, the United Kingdom, and the United States, resulting in these
conclusions: while CPPD experienced a higher increase in caseloads (relative to the population 25-64
years of age) than other countries over the past decade, the current CPPD caseload was not found to be
higher than current PDI caseloads in similar programs in these other countries.

Aswell, comparisons revealed that CPPD benefits were not more generous and, in most cases, were less
generous than those of PDI programs of major trading partners. The analysis indicated that most of the
countries examined have endeavoured to curb the expansion of their PDI programs in recent years
suggesting that, in spite of current favourable comparisons, some adjustment of CPPD may be timely, if
international comparability of CPPD isto be apriority for the future. The problems faced by CPPD were
similar to those facing comparable disability programs of Canada's major trading partners, and which
prompted extensive reforms of these programs.

The evaluation concludes that international competitiveness goals are served by the fact that CPPD
appears, in terms of benefits and incidence rates, to be generally comparable with, but somewhat less
generous than, programs of Canada’'s major trading partners.

4.3 ALTERNATIVES

The evaluation considered the question: Should the CPPD program be modified in any way to improve
its effectiveness, administrative efficiency and attainment of its objectives?

Historically, the CPPD adjudication and appeal system has been unwieldy. At the initial adjudication
stage, a high percentage of claims were denied, often because the claims were not complete. Claimants
then tended to enter the appeals system which resulted in many additional approvals. This approach was
very costly. In contrast, at QPPD, incomplete applications were not denied, but the claims were sent back
to be fully developed. Therefore, the CPPD adjudication and appeals system has been less efficient,
compared to the one which operates in Quebec. Recent changes to the CPPD adjudication/appeal system,
for example to reduce the paper flow, may have changed this picture.



CPPD medical evidenceis usually provided by claimants own physicians. This may place family
physiciansin adifficult position in that their primary responsibility isto their patients rather than the
CPPD. Quebec, in contrast, relies extensively on independent medical assessments. Aswell, CPPD
adjudication was found to be less structured than international models, which use more exact protocols
for adjudication.

CPPD recipients often draw disability benefits from a number of provincial and private-sector sources,
introducing unwarranted and costly complexities to the earnings-replacement system, and in some cases,
significant variations in equity between individuals. For example, in some provinces (but not all)
stakeholders suggested that WCB benefits can be stacked on CPPD benefits resulting in post-disability
incomes which are potentially equal to, or higher than, pre-disability incomes.

Thus, CPPD should consider undertaking to negotiate agreements with the provincial governmentsto
create " single payer" arrangements, modelled on the system which exists in Quebec. Such
arrangements might encompass all the programs which complement CPPD, e.g., Unemployment
Insurance,1® private L TD insurance, WCB and PSA benefits. CPPD legislation should be modified, if
necessary, to permit a greater sharing of information with public or private bodies. (The CPPD
administration is already working with the Provinces-Territories to harmonize program activities, for
example with agreements for more systematic information sharing).

CPPD should consider modifying its adjudication procedure and the introduction of new
guidelines/tools, including: the development of baseline occupational demands, a structured scoring
system to assess claimants' functional limitations to match their residual capacitiesto specific
occupational demands, and make greater use of independent medical examiners. The new system
should ensure that no initial adjudication decision is made until the claim is fully devel oped.

Asmany as 10% of all CPPD beneficiaries might be able to return to full-time employment, suggesting
great potential for awell-targeted rehabilitation program. Thus, CPPD should explore approaches to
enhancing its rehabilitation capability.

The evaluation of the National Vocational Rehabilitation Project (NVRP) indicates that this project was a
success in demonstrating the practicality, as well as the cost-effectiveness and societal benefits of a
rehabilitation function within CPPD. It supports the rationale for a permanent rehabilitation function as
part of the CPPD. Significant cost-savings are possible, even with the rehabilitation of a small portion of
CPPD beneficiaries. Such CPPD rehabilitation services should be provided in partnership with other
service providers where feasible. Similarly, CPPD should consider significantly expanding its
reassessment program to ensure the removal from the caseload of those who can once again
undertake gainful employment.

As noted earlier, the need for definitive data on CPPD and its continuing operations is essential for
Improved program management and accountability.

The CPPD administration should consider initiating a comprehensive (ongoing) caseffile review,
which would resolve questions about adjudication and the extent of economic grants, and which
would provide information to aid in quality assurance for administration of adjudication across
regions.

CPPD should also consider other key research initiatives, including: (1) aprogram of joint research with



QPPD, and other organizations (e.g. WCBs and others); and (2) start-up of a system of data collection
for a 1999 CPPD evaluation of the many important recent CPPD program changes. The complexity of
the CPPD program suggests that preparing the evaluation framework for such an evaluation should
begin now in order to ensure timely results for the next five-year review of CPP.

Main Findings

Continuing Validity of Program Rationale

The rationale for the CPP disability (CPPD) program continues to be appropriate. It provides virtually
universal coverage to employees and the self -employed, minimum protection for those who might not be
able to afford private coverage. Stakeholders support the program and the federal administrative role.

Reasons for Recent Caseload I ncrease

Therisein CPP disability caseloads, especially over the 1991-94 period, were primarily due to economic
fluctuations, expanded eligibility due to legidative changes, and referrals from provincial social
assistance and private disability insurance plans. But the past trend towards the rapid increase in

casel oads has recently been reversed, and casel oads are now dropping. The issue of the extent to which
disability pensions may have been awarded to mildly or moderately disabled persons for economic
reasons, and as a 'bridge’ to retirement, could not be resolved with the data at hand.

While the QPP disability (QPPD) program has a proportionately lower disability caseload, a higher
percentage of persons with disabilities are receiving social assistance in Quebec than in the other
provinces.

Adequacy of Earnings Replacement

The CPP disability program is an important source of earnings for disabled persons (meeting 52% of the
average annual income in 1994 of respondents to a CPPD beneficiary survey). Earnings replacement
levels exceed the 1964 White Paper target of 25% at the average wage.

Eligibility Criteria and Adjudication

Historically more people and in particular women (expressed as a fraction of the population) have been
eligible for CPPD than QPPD. Legidlated eligibility was expanded for CPPD when alesser number of
contributory years was required, starting in 1987, and retroactive applications for benefits permitted in
1992. Until 1993, QPPD applied stricter eligibility and adjudication criteria and exhibited a more
pre-retirement focus than did CPPD. Since 1993, QPPD €ligibility requirements can also be met through
a'recency of work' test identical to that for CPPD disability benefits.29

CPPD administration has been relatively constant in its adjudication of applications for benefits. Thereis
no evidence that more generous CPPD adjudication resulted in inappropriate increases in grants. But
CPPD adjudication islessrigid and allows more scope for discretionary judgement than some other
countries and the QPPD.

Rehabilitation
While a 1995 Statistics Canada CPP disability beneficiaries survey indicated that the client population



generally comprises people who are unable to undertake regularly "substantially gainful employment",
the same survey revealed that a significant proportion (10% of respondents) may have the potential for
vocational rehabilitation and return to the work force. CPPD dedicates few resources to rehabilitation
efforts despite the decreasing average age of the CPP disability beneficiary population. Consequently,
thereis potential for significantly expanded rehabilitation efforts. The recently completed evaluation of
the CPP National Vocational Rehabilitation Project sets out the scope for improvementsin CPP
rehabilitation activities, and recommends a permanent rehabilitation function as part of the CPPD.

Reassessment

Reassessment activity was sporadic before 1993. Since 1993, reassessments have been intensified under
aspecial project focussing on beneficiaries who have a high probabillty of being gainfully employed.
The evaluation concludes that there is considerable potential for significantly expanded reassessment
effortsto insure the removal from the casel oad of those who can once again undertake gainful
employment.

I nter national Comparison

International competitiveness goals are served insofar as the program's benefits and incidence rates are
generaly comparable with, although somewhat less generous than those of Canada's major trading
partners. Further, despite the recent increase, the CPPD casel oad as a percentage of individuals 18 to 65
years of age remains one of the lowest when compared to similar programs of some of Canada's major
trading partners.

Alternatives

CPPD beneficiaries often draw disability benefits from a number of sources, and some stakeholders
perceive unwarranted and costly program interaction complexities, and alack of inter-provincia equity
in the earnings replacement system. This suggests the potential for more coordination between the CPPD
and complementary programs, such as negotiating agreements with the provincial governments to create
"single payer" arrangements, modelled on the system which exists in Quebec.

To further improve overall quality assurance in adjudication, CPPD might:

« consider modifying its adjudication procedure and the introduction of new guidelines/tools,
including: the development of baseline occupational demands, a structured scoring system to
assess claimants functional limitations to match their residual capacities to specific occupational
demands, and making greater use of independent medical examiners;

« consider undertaking a comprehensive, ongoing case/file review to provide information to aid in
quality assurance for the administration of adjudication across regions, and to resolve questions
regarding the extent of any economic grants (including their use as a bridge to retirement); and

« consider expanding its rehabilitation capacity and its reassessment program to ensure positive
outcomes for beneficiaries, reduced program costs and more efficient delivery. An evaluation of
the CPP National Vocational Rehabilitation Project (NVRP) supports the rationale for a permanent
rehabilitation function as part of the CPPD. Significant cost-savings are possible, even with the
rehabilitation of a small portion of CPPD beneficiaries.

The complexity of the CPPD program suggests that preparing the evaluation framework for a future
evaluation of the program should begin promptly in order to ensure timely results for the next five year



review of CPP.

1.0 Introduction

1.1 Overview of the Report

Purpose: Thisisareport of Phase |1 of the evaluation of the Canada Pension Plan, namely of the Canada
Pension Plan Disability Program (CPPD). The evaluation research was carried out in conformance with
Treasury Board policy that Departments and Agencies undertake evaluations of their programs when
needed, as part of their strategic management, and to meet the priority information needs of federal
departments/agencies on the performance of their programs. A Phase | evaluation examined the CPP
retirement benefit.21

This Report provides the findings and conclusions of this evaluation.

1.2 Objectives of the Evaluation

The evaluation was commissioned in June, 1995 by Human Resources Development Canada (HRDC), to
provide a comprehensive overview of CPPD, and to examine issues of rationale, impacts and objectives
achievement, and aternatives.

The evaluation also had a specific objective: to examine the reasons for the increase in the CPPD
caseload in recent years, particularly in the period 1991-94, and concerns regarding rapidly increasing
costs of the CPPD program. Related questions posed for the evaluation involved resolving the very
different program experience for CPPD and the parallel Quebec disability plan (QPPD), especially in the
period 1991-94. The most notable of these differences was the fact that the QPPD did not experience the
same rapid increase in caseload and costs as CPPD. These differences were seen as somewhat surprising,
since the plans were intended to be similar when enacted by statutes of the Parliament of Canada and the
Legidlature of Quebec, which established public disability insurance (PDI) in Canadain 1966, in the
form of CPPD and QPPD.

This question, of why QPPD is different, was an important one for the evaluation and the assessment of
the overall efficiency of CPPD.

1.3 Background

1.3.1 History and Purpose of CPPD

The Canada Pension Plan (CPP) was established by an Act of Parliament, namely, an Act to Establish a
Comprehensive Program of Old Age Pensions and Supplementary Benefits (hereafter Act), in January,
1966. The CPP provided the only comprehensive PDI program for workers in Canada, ensuring
minimum protection against the loss of employment earnings as a consequence of retirement, disability
or death.

The operation of CPPD must be considered in the context of alarge number of public and private
programs which provide complementary benefits for persons with disabilities, particularly Workers
Compensation Boards (WCBSs), Provincial/Territorial Social Assistance, private long-term disability



insurance (LTDI) and auto accident insurance.

Almost all wage earners, their employers and self-employed workersin the jurisdictions participating in
the CPP (all provinces and territories except Quebec, which has its own plan) are required to contribute
to the program. The CPPD program is an ancillary benefit of the CPP retirement pension program.
However, CPPD does not have a separate set of dedicated contributions within CPP. There are nearly
300,000 beneficiaries and benefits have more than tripled from $841 million in 1986-87 to close to $3
billion in 1995-96.

All contributors meeting a certain number of eligibility requirements -- most importantly, number of
years of contributions to the plan -- are entitled to receive a disability pension in the event of inability to
regularly pursue a substantially gainful occupation due to a disabling condition, whether or not the
disability was work-related. The program is intended to provide a minimum level of earnings
replacement for contributors who become disabled.22. The intention of the Disability Benefits portion of
CPP was to use the contributory insurance program to replace a portion of a disabled worker's earnings
until the beneficiary qualified to receive the CPP retirement pension at age 65. Aswell, thereisa CPP
child benefit payable for the children of a disabled beneficiary.

While the Quebec and the Canada disability programs were originally intended to function along similar
lines, they operate under different legislation and fall under the responsibility of different levels of
government.

Major aspects of the two programs remain similar, but several differences have emerged over theyearsin
terms of eligibility criteria, definition of disability, operational standards, etc.23

1.3.2 Recent CPPD/QPPD Program Experiences

The most noticeable difference in program experiences between CPPD and QPPD in recent years has
been the contrast in the application rates and the number of disability pensions granted. While the CPPD
program has experienced a sharp increase in the number of applications in the period covering the fiscal
years 1990-91 to 1993-94 (see Exhibit 1), the number of applications to the QPPD Program has since
then remained relatively stable24. A second key difference, and one related to caseloads, is the extent to
which QPPD, more so than CPPD, has since 1984-85, reflected a strongly pre-retirement orientation,
with this emphasis strongly enshrined in Quebec legislation. A somewhat |ess pronounced pre-retirement
orientation in CPPD was manifest in an administrative direction applied in 1989-95. In both programs,
older workers were assessed on the basis of their ability to engage in their own job, rather than in any
substantial gainful employment. However, casel oad characteristics suggest that the QPPD pre-retirement
emphasis was much greater. This provision was removed from CPPD by the introduction of new CPPD
adjudication guidelinesin 1995. Another difference is that the proportion of the working age population,
covered by and receiving CPPD is higher than for QPPD.

Specific CPPD | ssues. Some reports, particularly the Report of the Auditor General of Canada, 1993,
suggest that CPPD evidences antiquated, unresponsive and inefficient systems in such areas as program
oversight (financial accountability), case processing (backlogs), appeal reversal rates, reassessment and
client service. These very important concerns raised by the Auditor General remain concerns in 1996.
However, some of these concerns are being addressed under a mgjor HRDC initiative -- the Income
Security Programs Redesign Project (Redesign) -- which reorganizes the delivery of the Old Age
Security and CPP programs. It is currently regionalizing and re-designing CPPD operations to improve




access and service to clients, and to upgrade administrative systems, including computer systems. The
full effect of these changes will not be known until after the Redesign changes are completed in 1997.
Additionally, other valid concerns raised by the 1993 Auditor General's report have been addressed
through initiatives such as the CPPD pilot project on reassessment, changes in the structure of appeals,
and new adjudication guidelines in September, 1995.

Exhibit 1
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* Note: Based on fiscal year program statistics, e.g., 1970 represents the fiscal year ending March
31, 1970. The above graph must be interpreted with care as the scale used to represent both CPPD
and QPPD data on the same exhibit tends to minimize variations for QPPD while amplifying
variations for CPPD.

The program faces a number of other important issues, such as linkages to other programs, particularly
provincial programs such as those of workers' compensation boards (WCBSs), provincial social assistance
(PSA) and private long term disability insurance (LTDs). Some related issues include the impact on
CPPD caseloads of the referral of eligible persons from PSA and LTDsto CPPD. Thesereferrals are
thought to have had a significant impact on CPPD casel oads.

1.3.3 Linkages of CPPD to Other Programs

CPPD operates in acomplex environment, involving many other organizations, both governmental and
non-governmental. Some key features are noted below.

Referral Bodies. When an individual becomes disabled, many sources may provide information: the
employer (if theindividual is currently employed), a physician, medical institution, or a welfare or
unemployment insurance office. Whether areferral is made will depend on the circumstances which
caused the disability and which programs the individual may be eligible for. Thus, for example,
individuals may be referred to different income support or earnings replacement bodies, such as welfare,
an employer's insurance company, or aWCB. Generaly, these referrals have been found to be highly
varied.22, This may be significant to issues of rehabilitation, since a complex or drawn-out referral




process may delay access to rehabilitation at the key time for rehabilitation efforts -- that is, shortly after
the onset of disability.

Multiple Income Support/Earnings Replacement Bodies: As noted, awide range of institutions may
come into play when an individual becomes disabled. Often these have very different eigibility rules and
benefits. Program providersinclude WCB, LTDI, PSA, and avariety of other programs2€, which must
often be coordinated with CPPD. Depending on the circumstances of the disablement, and whether the
individual is employed at the time, he/she may be covered by different programs. Thus, two individuals
with the same disability, generally the same work histories, and the same needs may be treated quite
differently.

These bodies often apply different definitions of disability (WCBs compensate for all partial and total
disabilities), while CPPD provides benefits only to those who have a severe and prolonged disability)
often reduce their benefits by the amount of CPPD benefits, and may make decisions faster than CPPD.
These differences often result in duplicate applications and medical reports, overpayments, and delays in
payments. The complexity of these problems is exacerbated because of the different rules of the many
disability insurance providers.

1.4 Evaluation Issues and Criteria

1.4.1 The Evaluation Issues and Questions

The terms of reference set out a number of basic questions that this evaluation endeavors to address.
Nearly al of these questions are addressed within this report. As well, some additional questions
emerged in the course of the evaluation, as is noted within. Some questions are answered in an
exploratory manner, with the suggestion that additional research be undertaken. The evaluation questions
are organized around three key issues, in accordance with Treasury Board of Canada2’ policy on
evaluations. These key issues (and related questions) are:

« Rationale: What are the program's objectives? Are the program component benefits till relevant?
Evaluation questions include, for example, more specific questions such as: Should the Federal
government be involved in providing PDI benefits through CPPD?

« Program Success. Objectives Achievement: What has been achieved by CPPD? Was this program
component successful and efficient? Evaluation questions address more detailed issues such as:
What are the detailed characteristics of eligibility criteria, definitions of disability, suitability of
adjudication, utilization (increases in beneficiary caseload because of take-up), possibility that
legitimate applicants were denied benefits or never applied for them, linkages with other programs,
etc.? Impacts and Effects. What happened as aresult of these program benefits? Evaluation
guestions also address more specific issues such as. Were there unintended program effects (abuse,
economic grants, the need for monitoring, reassessment, rehabilitation, or assistance in return to
work; were the increases in expenditures justified? What were the impacts on other public and
private LTDI providers, etc.)?

« Alternatives. Arethere better and more cost-effective ways of achieving the objectives of CPPD,
e.g., viaaternative design and delivery approaches?

Treatment of the Detailed Questions: While the three key evaluation issues are addressed throughout,
it was difficult to organize the report around the more than 60 sub-topics for a number of reasons.




Therefore, a simple question-and-answer framework is neither feasible nor appropriate in every section
of the report. The reasons are: first, a number of the specific questions could not be fully answered in this
evaluation research. In some cases the data or information were not readily available, or aternatively,
could not be answered within the scope of our resources or methodology (these questions are identified
with an * below). Second, attention has been given to other detailed eval uation topics which only
emerged in the course of the evaluation. Overall, it is our assessment that these added investigations have
enhanced the comprehensiveness of the overall evaluation process.

The following section presents the evaluation questions, which were detailed in the Terms of Reference
for the evaluation. They are classified according to the major Treasury Board categories of evaluation
Issues (program relevance, program success and cost-effectiveness).

Program Relevance (Program Rationale): Should the federal government, be involved in providing
disability benefits through CPP?

Program Success (Objective Achievement | mpacts): Did the program accomplish its goals?
Sub-questions are:

« Arecurrent eligibility criteria appropriate for the disability benefitsin light of work force trends?
How do these benefits compare with those of Canada's key trading partners?

« What arethe claim patterns, profiles and activities of these claimants?

« Why hasthere been an increase in CPPD claims during the last 15 years, including the recent
recession? Isthe increase in CPP Disability caseload and expenditure levelsjustified or isit caused
by inappropriate factors, which, if addressed, would lower incidence levels?

« Arethe claims being assessed properly? How effective are reassessment procedures for
determining whether persons receiving disability benefits should continue to receive them?

« Isthedefinition of "disability" applied in a consistent and equitable manner by program
adjudicators? What are the differences between CPP, QPP and other countriesin defining
disability, coverage and claim rates, and their implications? Are criteria applied in a consistent and
equitable manner by medical practitioners and appeal boards?

« What proportion of income (earnings) replacement is supplied by CPP Disability benefits? What
are the impacts of the Y ear's Basic Exemption (YBE) and the Y ear's Maximum Pensionable
Earnings (Y MPE) on disability payment levels?

« Isthere any duplication of earnings replacement benefits/coverage for public (federal, provincial)
and private sources, i.e., CPP Disability, provincial Workers Compensation and private long-term
disability benefits?

« Within the Canadian income security system, what kind of offsetting practices have been adopted,
especialy in light of the interaction of CPPD/QPP Disability benefits with other government
benefit programs, other earnings, or private insurance benefits?

« What proportion of CPP Disability recipients also receive private insurance benefits or provincial
Workers Compensation Board benefits, and do these offset CPP benefits?

« What proportion of these benefits are recovered through the tax system and/or lower
complementary program costs?

« Arethere special challenges posed by special target groups (e.g., the doubly disadvantaged), and,
If so, can these be addressed?




« What arethelevels, if any, of misuse and abuse of disability benefits e.g., extent of receipt of
benefits by those who are not entitled to them (* or non-application for eligible benefits)?

« Do CPP Disahility benefits constitute economic grants (act as aform of unemployment benefit or
bridge-to-retirement benefit, where pensions are awarded to persons with mild or moderate
disabilities primarily for the above economic reasons, rather than on medical disability grounds)?

« Should the eligibility requirements of disability claimants (the extent to which applicants meet
them) be monitored more rigorously?

« What steps are needed to verify continued disability of recipients of CPP Disability pensions on a
cost-effective basis?

« Areresource constraints preventing efficient and cost-effective monitoring activities? Are
sufficient resources being allocated to reassessments, rehabilitation and fraud investigation?

« Do current provisions for disability benefits support rehabilitation and return to the labour force?
What are the rehabilitation efforts under CPP? What is the relationship between the rehabilitation
efforts under CPP and those under complementary provincial and federal programs (e.g.,
Vocational Rehabilitation of Disabled Persons Program (VRDP)?

« Why have the expenditures on disability benefits increased significantly in recent years above
those projected in the CPP Fourteenth Actuarial Report?

« What were the causes for the increase in CPP Disability benefit payments?
« Isthisrecent increase in CPP Disability payments a permanent or temporary trend?
« What arethe implications of long-term CPP Disability for private insurance coverage?

« Inthe absence of CPP Disability benefits, what would have been the likely effects on private
long-term disability insurance (LTDI) contribution rates needed to provide the same protection?

« How would an absence of CPP disability benefits have likely affected the disability coverage
through employer-sponsored RPPs or welfare payments? What are the comparative costs of CPP
Disability and private insurance coverage?

Cost-Effectiveness and need, if any, for alter native approaches. Sub-questions are:

« Should the CPP disability program be modified to improve the attainment of its objectives? Should
it be modified in any way to improve its effectiveness and administrative efficiency? Should it be
modified to improve its efficiency in delivery?

« Arethedisability benefits affordable currently and in the future? Would it be desirable, feasible
and cost-effective to develop some form of separate, individually based, experience-related CPP
Disability program? Should such afederal employment-related disability program be provided on
afully-funded basis? Would income-testing or repayment of disability benefits above certain
income levels be desirable, feasible and cost-effective?

1.4.2 Some Evaluation Criteria and Indicators

The evaluation questions require not only awide range of information, but also criteria against which the
answers can be evaluated. Some criteria against which the program was assessed include for example,
the extent to which the program is Client Responsive (responds in atimely manner to applicant and
beneficiary needs, with information, decisions, etc.); Meets Needs Efficiently (provides benefits to
eligible contributors who qualify (who have a severe and prolonged disability which prevents them from



pursuing regular substantially gainful employment); maintains Equity (treats similar individualsin
similar ways; decisions are consistent and replicable).

Aswell, the evaluation questions reflect concerns with such criteria as Societal Efficiency (the PDI
program protects members of society, reduces the societal risks of individuals being uninsured, and
supports societal needs for economic competitiveness, etc.); maintains Work Incentives, and facilitates
Client Rehabilitation.

Finally, the evaluation questions include concerns for such underlying features as System Efficiency
(duplications of services are minimized, linkages among programs and differing levels of government,
differing PDI providers, and LTDI providers are smooth, timely, and efficient; the program is consistent
with and reinforces the income security system); and Cost-effectiveness (the program minimizes costs,
particularly public costs, while maximizing other PDI objectives as noted above).

Many of the evaluation questions can be answered in a straightforward manner. Some others cannot be
directly addressed in this report. However, many other questions can be considered only by examining
proxy indicators -- often with multiple lines of evidence.

Extent of Disability: Recognizing the ultimate purpose of the evaluation in serving the Canadian public,
the treatment of some of these issues involves the application of operational indicatorsin relation to
CPPD. One indicator of this sort is the evaluation's examination of extent of disability among CPPD
beneficiaries.

While eligibility for CPPD has to do with far more than just disability per se -- contributory
requirements, expected duration of disability, and capacity to engage in substantially gainful employment
-- disability is central to public concerns about the program. Thisis particularly so because some have
suggested that the program has become an income support program for many individuals who are not
really disabled at all.

Thus the impact of the disability of CPPD beneficiaries is examined using data from Statistics Canada
surveys, the 1991 Health and Activities Limitation Survey (HALS) and the 1995 Survey of CPPD
Beneficiaries.28

QPPD as a Point of Comparison: The evaluation draws a number of comparisons with QPPD.
However, it must be emphasized that the use of QPPD as atest of the reasonableness of CPPD isan
operational convenience. It should be remembered that while the evaluation draws on considerable data
on QPPD, the evaluation addresses the CPPD, and not the QPPD, and isin no way an evaluation of
QPPD.29

1.5 Method of the Evaluation: Component Studies

The CPPD evaluation builds on the methodol ogies employed in a number of background research studies
which provide multiple lines of evidence on key evaluation issues. These evaluation component studies
include awide range of research into Canadian and international experience with PDI programs. The
research components of the evaluation are briefly described as follows.

Literature Review on PDI Programs. This background paper was conducted examining Canadian and
international research on PDI. More than 50 research sources were examined in detail in the review. The




literature review outlined a number of fundamentals, including the rationale for PDI, the role of
economic factorsin the increasing use of PDI benefitsin all countries and various administrative features

of PDI programs.39

QPPD asa Comparison Case for the CPPD Program: This background paper examined the QPPD to
identify similarities and differences between these two key programs, particularly in eligibility criteria,
definitions, adjudication and administration.31 Linkages to other programs, most importantly the Quebec
WCB (CSST) and provincial social assistance were also closely examined.

This background paper outlined a number of features of the Quebec plan which could be emulated by
CPPD (especially in linkages among different income replacement programs), and some operational
features potentially worthy of emulation (e.g. more extensive use of independent medical examinations).
Equally important, the study demonstrated the difficulties of making simple comparisons between CPPD
and QPPD because of their different contexts and levels of government administration (one Federal and
the other Provincial).

As part of the QPPD comparison, A Satistical Comparison of CPPD and QPPD using the Satistics
Canada Health and Activities Limitation Survey (HALS) of 1991 was conducted, to examine differences
in the beneficiary populations of CPPD and QPPD.32 This analysis allowed for the examination of the
extent to which objective criteria (i.e. severity of disabilities, age, sex, need for assistance, whether or not
individual wasin receipt of Federal disability tax credit), can be used to predict CPPD and QPPD
decisions to grant pensions, in order to examine the relative generosity of the two programs. This
analysis a so tested hypotheses about the level of severity of disability of CPPD beneficiaries as
compared to QPPD beneficiaries, and was used to examine other issues, such as the extent to which
CPPD or QPPD beneficiaries are persons with potential for rehabilitation or potential to return to
full-time work.

A Survey of CPPD Beneficiaries was reported on, highlighting demographic factors, nature of
disabilities, and the orientation of beneficiariesto work.23 A part of this analysis was an examination of
CPPD beneficiariesin 1991 and 1995, using identical indicators of extent of disabilities. The analysis
compares disabilities of CPPD recipients as assessed in the 1991 Health and Activities Limitation
Survey, and the 1995 CPPD Beneficiaries Survey (both studies conducted by Statistics Canada).

The evaluation used these indicators of disability for comparison purposes only, since the 1995 CPPD
Beneficiaries Survey was not specifically designed to develop an index of severity, and does not capture
all CPPD eligihility criteria. By examining the extent of disabilities of CPPD recipients at two pointsin
time, this analysis was designed to test the hypothesis that CPPD program administration has been
relaxed in recent years, thus contributing to the 1991-94 increase in CPPD applications. It is noted,
however that changesin eligibility criteria prior to 1991 may have exhibited lagged effects that
manifested themselves in the 1991-94 period.

An International Comparison of PDI Programs was conducted examining CPPD in relation to public
disability benefit programsin seven other countries including the United States, the United Kingdom,

Australia, Germany, the Netherlands, New Zealand and Sweden.34

The international comparison considered program eligibility, definitions, adjudication, appeals and
administration, reassessment, rehabilitation and work incentives, and also experiencesin PDI casel oads
since 1983. The comparisons highlighted many similarities between the experiences of CPPD and PDI



programs of many of these leading trading partners. As well, many differences and potential lessons were
identified.

An Analysis of CPPD Stakeholders Perceptions. The views of CPPD stakeholders were obtained
through interviews with awide range of parties familiar with CPPD.35 I nterviews were conducted with
such stakeholders as Provincial representatives (Workers Compensation Boards and Provincial Social
Assistance (PSA) Ministries), private LTDI companies, which provide disability insurance for employers
and workers, voluntary organizations representing disabled persons, and other groups such as employers
associations and organized labour. Interviews were also conducted with Federal officials, including staff

of the CPPD, and others such as the Chief Actuary of the Office of the Superintendent of Financial
Institutions.

Statistical Analyses of CPPD Caseloads: Exploratory analyses were conducted, examining the potential
impacts of program factors (legidation, eligibility, administrative practices, benefit rates) and economic
factors (unemployment rates, duration of unemployment) on CPPD program applications and benefits
granted in the period 1981 to 1994.36 A related background study used data from CPPD administrative
files, tax files and related sources to examine the relationship between levels of CPPD claimswith
unemployment levelsin different periods and the relationship between claims and regional employment
conditions.37

Earnings Replacement Simulations: Estimations were prepared to assess the impact of CPPD on
individuals' post-disability incomes -- the extent to which CPPD can replace gross and disposable
pre-disability earnings. The ssimulations relied on the Modular Analysis Package for Systems of Income
Transfers (MAPSIT) computer modeling package previously developed by HRDC. For this evaluation,
MAPSIT models were updated by HRDC for four provinces38 to calibrate earnings replacement impacts
of CPPD -- the extent to which CPPD replaced pre-disability earnings of individuals with disabilities
under various conditions, such as different pre-disability earnings levels.

Simulations of Net Program Costs: Simulations of net program costs were developed by HRDC, using
the Simulation-Tabulation (SIMTAB), a computer simulation estimating net recoveries of CPPD
expendituresin the form of other program offsets, income tax revenues for Federal and Provincial
governments resulting from the taxation of CPPD benefits, and other recoveries. These simulations were
based on data from the 1992 Survey of Consumer Finances projected to 1995.

Findings of an Evaluation of the CPP National Vocational Rehabilitation Project (NVRP): An
evaluation of the NVRP was conducted in Summer, 1996, to assess the extent to which this program met
the rehabilitation objectives of the Canada Pension Plan Disability (CPPD) program. The evaluation
focused on identifying the strengths and weaknesses of the current pilot project, and to ascertain the need
and rationale for a permanent longer term rehabilitation function within the CPPD.

Other Research: A variety of other analyses were undertaken. These included reviews of administrative
file data reports, audits, the 1990 Evaluation of the Canada Pension Plan and HRDC's 1995 CPP
Disabhility Incidence Sudy, which collected a wide range of information on administrative practices and a
recent CPP/QPPD comparison study, which examined how many CPPD beneficiaries would be eligible
using QPP rules and practices.39 These reports provided perspective on the administration of CPPD,
including adjudication practices and quality controls. Other data were also examined, including PSA
statistics, benefit rates, and data on the private LTDI sector.




Limitations: The evaluation did not complete afile review, as called for in the Terms of Reference. This
review was deferred, on the grounds that initial data were already available from afile review, conducted

for the HRDC CPP Disability Incidence Sudy,9 and that more useful information could be obtained
from the several analyses noted above which examine characteristics of beneficiaries, or other

administrative data.4l However, as discussed at length in the conclusion of this report, an on-going file
review, with a prospective methodol ogy,42 could provide additional data on key questions, such as those
relating to the extent of economic grants.

1.6 Previous Research

Previous research provided many useful starting points for the development of this evaluation and
facilitated the development of its methodology in arelatively short time. For example, the researchers
benefited greatly from HRDC Income Security Programs Branch's Disability Incidence Sudy, 1995,
which provided an extensive and important knowledge platform for this evaluation. Other studies of
value included the thorough historical review of CPPD developed by HRDC.43

1.7 Organization of the Report

The evaluation analysis considers the main evaluation issues and questions in three parts:
» Rationae;
« Impacts, Effects and Objective Achievement; and
« Alternatives’Ways of Improving CPPD.

In each section, evidence is drawn from the background research to describe program features, impacts
and success, aternatives, etc. In several places the analysis returns to specific issues such as the 1991-94
CPPD caseload increase and its causes, and the question as to why CPPD and QPPD casel oad/cost
experiences have been so different over the past ten years.

Section 2 examines the rationale for the CPPD Program. Section 3 provides a summary assessment of the
success of the program (objectives achievement, impacts and effects of the CPPD, including areas for
improvement). Section 4 suggests alternatives and potential changes for the CPPD Program.

Throughout, this report will rely on abbreviations to provide a brief reference to the variety of programs
involved in income security for persons with disabilities. As arule, short forms or abbreviations (e.g.
PDI, CPPD, QPPD, WCB, PSA, LTDI) are used over long forms; generic references are used over
specific references, particularly for provincial and international programs; and English abbreviations and
short forms are also used for Quebec programs.

Thus the analysis will generally speak about CPPD and QPPD, and for example, about "the American
PDI". Exceptions will be made only where necessary for clarity. Specific questions posed for the
evaluation (see Section 1.4.1) are referenced throughout the report.

2.0 Rationale for CPPD

This section summarizes the rationale for the CPP Disability Program and the need for a Federal rolein
the provision of disability insurance to Canadians. Some specific evaluation questions posed in this




section are: Are the CPPD program component benefits still relevant? Should the Federal government
through CPP be involved in providing disability benefits?

2.1 Rationale for Public Disability Insurance (PDI)

Rationale as Seen in the Literature: Therationale for PDI programs (such as CPPD/QPPD in Canada)
Is clearly outlined in awide range of writings on public welfare and social insurance. Most importantly,
economists and others have pointed to the need for society to control the spillover coststo society in
situations where members, who can no longer work because of disability, might not be able to provide
for themselves without public support.

Further, there are values encompassed within PDI, namely in collective compassion -- society knowing
that its members with disabilities are taken care of -- and in redistributive equity -- knowing that societal
income resources will be redirected to persons with disabilities, persons who are among those in society
who are least able to provide for their own income needs without assistance.44

Aarts and de Jong (1992) identify three factors which determine the need for PDI:

Risk-dependence: private insurance depends on a heterogeneous distribution of risk levels throughout
the insured population, but a national population may be broadly subject to certain risk considerationsin
common, such as an epidemic or a high unemployment rate or disability rate; Adverse selection: low-risk
people would tend not to buy insurance, driving premiums up to levels at which few can afford them,
causing participation to dwindle; and Mora hazard: the extent to which risk may be influenced by
"individual decisions based on work-leisure preferences’.42

The literature on social insurance indicates that publicly funded disability programs are widely supported
in many developed countries, and that government intervention in the field of income security and
disability benefitsis generally seen as an appropriate way to provide such programs. In countries with
comprehensive social security systems (including national social assistance programs and universal
health care), compulsory and contributory disability benefits, based on insurance principles, are used as a
way to redistribute the cost burden of this form of income security more directly to workers and
employers, in lieu of having them financed from general revenues of government.

Also, it isgenerally recognized that income security schemes based on insurance principles are better
administered by central governments, providing alarger base of contributors to spread the insured risk.
(Thisis somewhat analogous to the collective risk rationale which led employersin North Americato
form workers' compensation systems, over the past 100 years.) Economies of scale ( cost-savings) in
administration also argue in favour of programs administered by central governments.

| nter national experience indicates that disability benefits are widely implemented in almost all
countries with comprehensive social security programs, and that the need for disability benefitsis not
significantly challenged. A wide range of program designs exists, however, with all of Canada's magjor
international trading partners operating either a PDI program or a public non-contributory disability
benefits program providing universal coverage and means-tested payments.

It should be noted, however, that PDI programs, as such, are not implemented in all industrialized
countries. Some countries, such as Australiaand New Zealand, operate programs based on welfare
principles, rather than maintaining a separate PDI. These programs usually provide universal coverage,



but payments are means-tested and benefit levels are relatively low. As a genera rule, benefit levelsin
these countries are similar to those of PSA programsin Canada.

PDI programs, where they exist, are generally funded by employers and workers, rather than the general
revenues of the government. They usually provide higher earnings-replacement than welfare-type
programs. They do not replace means-tested social assistance programs for individuals with disabilities,
but they operate in parallel, providing additional earnings protection to those who are the most able to
bear the costs of insurance protection, i.e. the working population. Thus, alarge segment of the working
population provides for its own earnings-protection through compulsory insurance coverage and presents
alower burden for society in the event of disability and aloss of earning capacity.

The co-existence of PDI programs such as CPPD, and means-tested disability benefits programs raises
important issues of individual equity. Indeed, when the base guaranteed income of means-tested
programs is higher than benefit rates of PDI programs (such asisthe case for PSAsin several provinces
in Canada), some contributors may feel that they derive no additional income from years of contributions
to an insurance program, since their PDI payments will be entirely offset viareductionsin social
assistance benefits (if they are entitled to receive any).

In reality, however, most beneficiaries of PDI will derive a net benefit from their contributions to the
program, either by preserving significant assets accumulated over the years or by benefiting from the
additional income of a spouse that would have disqualified them from social assistance payments.
Nonetheless, data from the 1995 CPPD Survey of Beneficiaries indicates that up to 13%%46 of CPPD
beneficiaries who responded to the survey are in receipt of social assistance and, therefore, may have
contributed to CPP for a number of years without deriving any additional income once they became
eligible for benefits from both programs.4?

The perceived importance of PDI programs can be demonstrated by the fact that, while other countries
have faced significant pressure to reduce costs and enrolment for disability benefits, al of the
jurisdictions studied for this evaluation have favoured the implementation of reforms to existing
programs rather than government withdrawal from PDI programs.

2.2 Federal Role

The Canada Pension Plan is one of the many national social support programs that combine to provide
Canadians with asocial safety net. Many feel that this safety net is part of what defines the uniqueness of
Canada.

Therole of the Federal government in any such program is critical, for example, in the eyes of key
stakeholders (see below), asit is only the Federal government that has a mandate (with Provincial
consent) to require and provide socia programs such as CPPD that are universally available to all
Canadians. By providing alevel of income security for workers who are unable to continue their
employment because of a disability, CPPD isakey part of thisincome security system.

Stakeholders interviewed for the evaluation, from Provincia governments, WCBs, non-governmental
organizations (NGOs), employers and labour groups were supportive of this Federal involvement in the
provision of disability benefits under the CPP. LTDI providers also viewed thisrole as significant, as
LTDI premiums pay only for additional earnings replacement coverage, over and above the CPPD
benefit; and CPPD provides aimost universal coverage for all workers.



2.3 Conclusion Regarding CPPD Rationale

Economic research, international practice, and stakeholders all suggest that PDI is desirable for a
country such as Canada, and that providing a national PDI programis a reasonable role for the Federal
government with an input role for provincial and territorial governments. However, there are various
views surrounding the details of the design and administration of such a program, and the degree to
which change is required so that the program meets Canadians needs in a balanced manner. Many of
these views are influenced by the extent of program success and difficulties, as detailed in Section 3
below.

3.0 Program Success: Obj ectives Achievement and
| mpacts, Effects

This section of the evaluation deals with questions of impacts and objectives achievement, such as:
"What was achieved?"; "Was this program component successful ?"; "What has happened as a result of
CPPD benefits?"; "Were there any unintended impacts and effects?"

The relevant findings below discuss key features of CPPD, including eligibility criteria, casel oads,
characteristics and activities of beneficiaries, adjudication, appeals, treatment of abuse and
reassessments, rehabilitation and work, benefit levels, and linkages to other programs. The detailed
evaluation questions are addressed throughout the findings in sub-sections of Section 3. Of particular
interest were the causes of the recent increase (1991-94) in the utilization of the CPPD.

3.1 Profile of Beneficiaries

This section addresses the evaluation question: What are the claim patterns, profiles and activities of
these claimants?

As can be seen in Exhibit 2, the number of CPPD beneficiaries has risen steadily since the first benefits
were paid in 1970, with a greater percentage of females being eligible for benefits and being granted
them by the 1990s. The number of all CPPD beneficiaries increased by 231% between 1981 and 1995,
with femal e beneficiaries rising by 358% and males by 176%.

Exhibit 2*
Number s of Beneficiaries
(end of June of each year)

Y ear

Male

Female

Total

1981

62,995

27,185

90,180

1985

93,967

38,735

132,702

1990

124,667

57,473

182,140

1995

173,971

124,841

298,612




* See: Satistics Related to Income Security Programs (unpublished), Income Security Programs
Branch, HRDC, March 1996. These are the numbers of CPPD disabled beneficiaries and exclude
the benefits to their children, which are about one-third of the above. QPPD beneficiaries rose
from 23,271 in 1981, to 37,653 in 1985, to 45,256 in 1995 (same source).

CPPD beneficiaries generally have received earnings replacement from the federal Unemployment
Insurance program prior to being granted CPPD benefits. Thisis demonstrated in Exhibit 3 by the
average number of weeks of employment and unemployment in the year before CPPD benefits were
claimed, and further illustrated by the average number of weeks of Ul benefits and Ul sickness benefits
in the year before CPPD benefits were claimed.

Exhibit 3
CPPD Beneficiaries Average Weeks of
Employment,
Unemployment, Ul Benefitsand Ul Sickness
in the Year Prior to Receiving CPPD48

1984 | 1989 | 1993

Weeks of Employment 32 31 34
Weeks of Unemployment 11 6 7
Weeks of Ul Benefits 9 4 6

Weeks of Ul Sickness Benefits | 1.3 1.3 1.6

A profile of beneficiaries was further indicated by data collected through a survey of a sample of over
3,000 CPPD beneficiaries which was conducted by Statistics Canadain 1995. This profileis, therefore,
based on the reports of those persons with disabilities who receive earnings replacement through CPPD
benefits, with estimates subject to the usual limitations of sample surveys.49

Sour ces of Information for CPPD: Respondents to the 1995 beneficiaries survey reported that they first
heard about CPPD benefits from many sources. mainly from doctors or nurses (32%) and employers
(22%), and, in some cases, from Federal or Provincial government departments (15%) or family and
friends (11%).

About one-third of respondents reported that they requested information from Health and Welfare
Canada or Human Resources Development Canada when they first applied for CPPD, and 97% said that
they were able to get the information needed.

Age: The age of beneficiaries responding to the survey ranges from 20 to 64 years with an average age of
54 years (Exhibit 4, below). Older respondents (60 to 64 year-olds) comprise the largest single group of
those recelving benefits (34%) and the smallest group (4%) of respondents are aged 20 to 34 years. The
55 to 59 year-olds form the next largest group, after 60 to 64 year-olds.



Exhibit 4
Distribution of CPPD Beneficiaries by Age
(based on 3622 respondents, 1995 Beneficiaries Survey)
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Sex, Marital Status. The sex of CPPD beneficiaries responding to the survey somewhat reflects the
Canadian working population with 58% males and 42 % females currently receiving benefits. Most were
married or living with a partner (71%), with only 19% being separated, divorced or widowed, and the
remaining 10%, single or never married.

Living Situation: Of all CPPD beneficiaries responding to the survey, 81% were living with family
member(s) in their household, with 18% living by themselves. Very few beneficiaries (2%) were so sick
or disabled that they had to live in a nursing home, chronic care hospital or other health care institution.
Among those who were living with other family membersin their household, only 19% had dependent
child(ren), that is, child(ren) under the age of 18. The size of beneficiaries households varied, with up to
as many as 8 members.

Beneficiaries Education: 28% of respondents reported having no education, or only elementary
education, while 30% of respondents had some secondary education. Another 20% had completed their
secondary education. The proportion of respondents having completed some post-secondary education,
including a diplomaor university degree, was 22%. Thus CPPD beneficiary education levels were
generally low compared to the general Canadian population.

DiagnosigllIness: There was awide range of diagnoses reported by survey respondents who received
CPPD benefits (Exhibit 5, below). Back/joint problems, heart/stroke/high blood pressure, and psychiatric
IlIness were the three major health problems for which CPP disability benefits were most frequently
granted, according to survey respondents.

For example, 54% of CPPD survey respondents reported that they received CPPD benefits due to their
back/joint problems; 30% due to heart/stroke/high blood pressure; and 20% due to psychiatric illness.
There was also a considerable number of people who received CPPD benefits because of other health
conditions such as spinal cord injuries (12%); nervous system (11%); and allergies (11%). Smaller
proportions (less than 10%) of other health conditions existed among respondents (note that reports of



causes of disability could be multiple, and so add to more than 100%, and were not always necessarily
the basis on which benefits were actually granted).

Exhibit 5
Beneficiaries Diagnosig/llIness*
(based on 3622 respondentsto the 1995 CPPD Beneficiaries Survey)

%

(@ Back/joint problems (e.g. Arthritis/rheumatism) 54
(b)  Heart/stroke/high blood pressure 30
(© Psychiatric illness/depression 20
(d)  Spina cordinjuries (e.g. Paralysis) 12
(e) Nervous system (e.g. Multiple sclerosis) 11
) Allergies (e.g. Asthma, environmental hypersensitivity) 11
(g0 Diabetes 8
(h)  Deafness/Blindness 7
(1) Lung disease 6
() Cancer 5
(k)  Infections/immunity disorders (e.g. AIDS, tuberculosis) 4
) Substance abuse *x
(m)  Other 25

* Respondents could indicate more than one diagnosis or illness. Diagnoses reported by
respondents to the survey are not necessarily the same as those on the basis of which disability
pensions were granted.

** Too small to estimate reliability.

Program statistics demonstrate that the percentage of benefits granted for specific diagnoses varied
significantly over the 1980-92 period. More specifically, asignificantly higher proportion of disability
pensions was granted on the basis of diseases of the muscul oskeletal system (increased from 22% to

32%) and mental disorders (increased from 8% to 12%) in 1992, as compared to 1980. The relative share
of other morbidity causes declined significantly over the same period, such as diseases of the circulatory
system (from 30% to 16%).29

Disability and Activity Limitation: The CPPD Beneficiary Survey was not designed to develop a
specific index of CPPD severity. However, an attempt was made to collect some data from respondents
on their limitations in daily activities as a proxy for disability "severity". The scope of disability was
measured based on the respondents’ reports on their daily activity limitations using some of the objective
questions which Statistics Canada had previously developed in the HAL S.21 These limitations do not
match the CPPD definition of disability, which has key components related to time (the disability is
"prolonged") and employability (theindividual is deemed incapable of regularly pursuing substantially




gainful employment).

The scope of disability among CPPD recipients was suggested by survey respondents' self-reporting on
their activity limitations. As the exhibit below indicates, CPPD beneficiaries face many activity
limitations. The most common problems for CPPD beneficiaries regarding activity limitations were their
body movement problems. Over two-thirds of beneficiaries reported difficulty walking 400 yards (about
three city blocks) without resting (74% of reporting cases), walking up and down aflight of stairs (69%),
and/or bending down and picking up an object from the floor (67%). Among those who reported body
movement limitations, a sizable proportion of them indicated total inability to undertake such activities.

Exhibit 6
Activity Limitations of CPPD Beneficiaries

Activities Incidence of* Limitations | Totally Unableto Do So

Walking 400 yards/400 metres without resting 74% 31%

Walking up and down aflight of stairs 69 14

Bending down/picking up an object from the 67 18

floor

Seeing ordinary newsprint with glasses 20 4

Hearing what is said in a group conversation 19 4

Speaking or being understood 17 2

* All percentages in the two columns were cal culated based on atotal sample of 3,622.

Problems such as seeing, hearing and speaking seemed not to be a great concern for most CPPD survey

respondents. Only about 20% or fewer of respondents reported difficulty seeing ordinary newsprint with
glasses (20% of reporting cases), hearing what was said in a group conversation (19%), and/or speaking
or being understood (17%). Very few recipients (4% or fewer) indicated that they were totally unable to
see, hear and/or speak.

Among the survey respondents in this study, a majority of them was likely to attribute their activity
limitations to their physical health condition versus their psychological or mental condition. Some 88%
of respondents reported themselves to be limited by their physical conditions in the kind and the amount
of activitiesthey could do at home and/or in some other activities such as travel, sports or leisure. On the
other hand, about 40% of CPPD beneficiaries also attributed such limitations to their psychological or
emotional condition. (Thus a substantial number reported both physical and psychological/ emotional
limitations). These data suggest that the CPPD beneficiaries population faces a variety of disabilities.

Discussion: The survey of beneficiaries points towards a population that is severely disabled. In this
respect, the results suggest that the population receiving benefits is appropriate for receipt of CPPD
benefits. Yet, like other results to be noted bel ow, these results suggest that some CPPD beneficiaries
(7%) may, in fact, have relatively modest levels of disability. This points towards the importance of
efforts to develop methods, both to monitor adjudication, and to emphasi ze ongoing reassessment of the
CPPD population, as discussed below.



3.2 Income from CPPD and Related Programs

Some guestions posed in this section include: What proportion of earnings replacement is supplied by
CPPD benefits? How do these benefits compare with those of Canada's key trading partners?

3.2.1 The CPPD Benefit

Basic CPPD Ben€fits: Benefits received by individuals from CPPD can vary substantially, depending
upon the individual's contribution history. A minimum CPPD benefit is set by the flat rate portion of the
CPPD pension, which was $319.85 per month in 1995, and which is received by all CPPD beneficiaries.
The balance of the pension, however, is contribution-based and corresponds to 75% of the retirement
pension that disabled claimants would have been entitled to receive, calculated asif they had reached
retirement age.

In turn, the retirement pension is computed on the basis of average adjusted contributions paid by
individuals during their entire contributory period. The contributory period usually starts at age 18 and
ceases When aretirement pension is paid, or when contributors reach age 65 (but it can be extended up to
age 70), or at the onset of disability. Provisions exist for dropping-out years of no or lower earnings,
years spent caring for a child under the age of seven, and yearsin receipt of a CPP disability pension.

Thus, the maximum earnings-related component of a disability pension -- set as 75% of the maximum
retirement pension -- was $534.89 in 1995. When combined with the flat-rate portion of the benefit, the
CPPD monthly pension could reach a maximum amount of $854.74. Additional benefits are provided for
dependent children, in the amount of $165.00 per child per month in 1995.

3.2.2 CPPD as a Share of Income

Overdl, CPPD benefits provided a significant portion of annual income of respondents to arecent CPPD
beneficiaries survey , regardless of age (Exhibit 7). This CPPD portion was even greater for those

beneficiaries who did not receive any WCB, auto insurance or private LTDI benefits, as shown in Exhibit
8.22

3.2.3 Composition of Gross Income of 1995 CPPD Survey Respondents

Sour ces of Income : Stakeholders who were interviewed as part of the evaluation noted that
beneficiaries had coverage from more than one program, so that in their view, many CPPD beneficiaries
derived income from more than one public source. Thisisinherent in the current system.

Exhibit 7
Per centage Shares of 1994 Income by Sour ce*
of CPPD Beneficiaries, who wer e Survey Respondents, by Age Group, 1994

Age (%)
16-49 [50-59 |60-64 | Tota
CPPD 55 51 49 | 52
Provincial Social Assistance 5 2 2 3
WCB, Auto Insurance, Private Disability Insurance | 27 29 22 25




Ul, Employment Income, Retirement |ncome* * 13 18 27 20
Total 100 | 100 | 100 | 100

* Incomes from these various sources were not necessarily always received concurrently.

** Retirement income comprised private pensions, Spousal Allowances (SPA), interest, dividends,
efc.

Exhibit 8
Per centage Shar es of 1994 I ncome by Sour ce of
CPPD Beneficiarieswho wer e Survey Respondents
by Age Group Who Do Not Receive any WCB,
Auto Insurance and Private Disability I nsurance Benefits, 1994*

Age (%)
16-49 | 50-59 |60-64 | Total
CPPD 72 | 69 | 60 | 66
Provincial Social Assistance 11 5 3 6

Ul, Employment Income, Retirement Income | 17 26 37 28
Total 100 | 100 | 100 | 100

* See Footnote, Exhibit 7.

For example, individuals with severe disabilities caused by work-related injuries or diseases are usually
entitled to benefits from both provincial WCBs and CPPD. Low-income workers who become disabled
and who are not covered under a private LTDI plan often have to rely on provincia social assistance
(PSA) to supplement their CPPD benefits. The same kind of 'double dependence’ can also apply to public
automobile accident insurance and, in some cases, Ul and sickness benefits. Of course to the extent that
these programs have different objectivesit is entirely appropriate that individuals be covered by more
than one program.

This multiple sources hypothesisis al so suggested by the number of income sources reported in the 1995
survey of CPPD beneficiaries (see Exhibit 9, below). These data suggest that many CPPD recipients who
were respondents to this survey -- more than half -- receive benefits from other sources, most
importantly, from LTDI companies and WCBs.23 Private sector LTDI providersindicated that, while
many CPPD beneficiaries may receive payments from LTDI policiesin addition to CPPD benefits,
CPPD benefits are taken into account when LTDI benefit amounts are calculated, so that LTDI benefits
are reduced by 100% of the amount of CPPD benefits.

Exhibit 9
CPPD Survey Respondents' Income Sour cesin 1994
Per centages Reporting Various Sour ces of Income
(based on 3,266 respondentsto the 1995 Beneficiaries Survey)
(Source: 1995 CPP Disahility Beneficiaries Survey)
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* CPPD participation is less than 100% because some respondents would have only begun to
receive CPPD benefitsin 1995.

** Too small to estimate reliably.

The same survey, as noted earlier, indicated that overall, 52% of the CPPD survey respondents income
support was accounted for by CPPD. This statistic does not, by itself, reveal the fact that income shares
were very different for different sub-groups of survey respondents. CPPD was a smaller share of income
for those with WCB or LTDI incomes, but for many respondents, especially those with lower incomes,
CPPD accounted for most of their income. (See Exhibits 7 and 8 on previous page.)

Where information-sharing agreements between CPPD and LTDI benefits providers are not
comprehensive due to confidentiality concerns, LTDI providers have to rely on beneficiaries to
self-report any such duplication or overlap in benefits. In other cases CPPD-LTDI agreements promote
information-sharing and direct payments by CPPD to the LTDIs. Information-sharing agreements
between CPPD and a number of WCBs are being negotiated, but these agreements are by no means
standard across the country. Some agreements have been negotiated with regards to the reimbursement of
overpayments, which occur when other disability benefits providers pay benefits to claimants who are
awaiting an adjudication decision from CPPD.

This finding suggests the need for improved information-sharing between CPPD and other benefit
providers as a means of reducing the providers' costs. However, such an initiative might also involve
greater administrative costs for CPPD.

Discussion: While payments from multiple sourcesis an inevitable outcome of an income security
system composed of avariety of programs with different objectives and rationales, many provincial
stakeholders suggested that it isimportant to develop greater co-ordination and integration of PDI
programs to avoid the problems which ensue from such duplications and overlaps.



Concern with multiple sources of earnings replacement also surfaced in the literature review conducted
for this evaluation. Several authors examined in the literature review asserted that lack of coordination
among programs produces a situation that is not only inefficient, but inequitable. They argue that "the
lack of a unified system means that there is a considerable disparity in the treatment of people with
similar disabilities'. Different programs, both public and private, have not only different benefits but also
differing eligibility criteriaand, in the case of public programs, varying jurisdictions. This overlapping
network of income and service provision may create considerable complications when programs
interface or overlap for the same beneficiaries.

3.2.4 Earnings Replacement Rates and Program Offsets

Some of the evaluation questions examined in this section include: What proportion of earnings
replacement is supplied by CPP Disability benefits? What are the impacts of the Year's Basic Exemption
(YBE) and the Year's Maximum Pensionable Earnings (YMPE) on disability payment levels? |s there any
duplication of benefits for public (federal, provincial) and private sources, i.e., CPP Disability,
provincial Workers' Compensation and private long-term disability benefits? Within the Canadian
income security system, what kind of offsetting practices have been adopted, especially in light of the
interaction of CPPD/QPP Disability benefits with other government benefit programs, other earnings, or
private insurance benefits?

Basic Offset practices. The evaluation examined the question: Within the Canadian income security
system, what kind of offsetting practices have been adopted, especially in light of the interaction of
CPPD/QPPD benefits with other government benefit programs, other earnings, or private insurance
benefits?

These practices were found to be somewhat varied according to stakeholder interviews, depending upon
the income security program involved, but basically took the following form:

« Some WCBs were found to reduce benefits they paid by 100% of the payments provided by
CPPD. In those provinces, a person would receive atotal amount no higher than the pre-offset
WCB pension (usually 70% of gross or 90% of net pre-disability earnings), which would almost
aways be higher than CPPD. However some variations were noted.

« Inparticular, at the time of the research (Summer-Fall, 1995), in some Provinces/Territories (e.g.
Alberta) beneficiaries could collect both afull CPPD pension and afull pension. The rationale for
this was that the WCB saw itself as fully responsible for compensating a worker with a disability.
At the same time CPP provides benefits to all who meet eligibility requirements, but does not take
into account benefits from other programs. This resulted in the possibility that, in those
jurisdictions, some persons might receive a post-disability income that (combining both pensions)
would be higher than the pre-disability earnings. Thus, persons with similar disabilities could
receive very different post-disability incomes depending on the offsetting practices of the
Provinces/Territories providing their WCB benefit.

« PSA wasfound to reduce payments by 100% of CPPD in every province. Single individuals with
very modest CPPD pensions (who had low incomes or made sporadic contributions), almost
always received a"top up" from PSA, because PSA benefit guarantees were regularly greater than
their CPPD pensions. This feature means that very low income individuals, who become eligible
for both CPP and PSA, are no better off, in terms of the total benefits received because of their
disability, for having contributed to CPP24,



o LTDI generaly reduced its payments by the full amount of the CPPD pension, so that, with the
exception of overpayment situations, individuals with LTDI benefits, received atotal equivalent
set by LTDI (usually about 60-70% of pre- disability gross earnings, for some number of years).

An Earnings Replacement Analysis. The Modular Analysis Package for Systems of Income Transfers
(MAPSIT) of HRDC was used to provide information on both the gross and disposable earnings
replacement impacts of CPPD. Simulations were analyzed for single individuals with disabilitiesin four
provinces (Alberta, Newfoundland, Ontario and Saskatchewan), chosen for their different provincial tax
rates and their treatment of CPPD offsets. The analysis tested the replacement effects of CPPD for single
individuals with pre-disability incomes of 50%, 100%, and 150% of Y MPE.25 Details are provided
below.

At the inception of the CPPD, it was suggested in background studies and policy papers, that the gross
earnings replacement objective should be about 25% earnings replacement at 100% Y M PE pre-disability
earnings.28 The evaluation therefore employs this objective for pre-disability gross and disposable
earnings replacement by CPPD.

Simulations of CPPD Impactsfor a Single CPPD Beneficiary: Exhibit 10 summarizes the estimated
maximum gross and disposabl e earnings replacement rates for asingle individual in 1995 for CPPD
benefits alone for pre-disability earnings levels (50%, 100% and 150% of Y MPE). For purposes of
analysis it was assumed that CPPD recipients have no income other than the CPPD benefit.

The percentage of gross income replaced by CPPD benefits alone for asingle individual, is 41% at 50%
of the average industrial wage (Y MPE), declining to 29% gross income replacement at 100% Y MPE and
20% gross income replacement at 150% Y MPE. Thisistrue for all beneficiaries, regardless of province.

Exhibit 10
Comparison of Percentage of Pre-Disability Gross and
Disposable Earnings Replaced by Maximum CPPD
for a Single Disabled CPPD
Recipient for Selected Provinces (1995)

Pre-Disability Gross | Gross Earnings o Disposable
Provinces |Earningsat YMPE2! | Replaced b Pre-Disability Earnings
amnings — D y Disposable Earnings* | Replaced by
Point CPPD CPPD
0,
Alberta $1|\;,;1%).00 (50% 41% | $14,193.00 (81%) 5206
$34,900.00 (100% ) ) )
YMPD 20% | $25,349.00 (73%) 42%
$52,350.00 (150% ) ) )
YMPE 20% | $35,669.00 (68%) 30%
0,
Newfoundland %’F‘,‘%"OO (50% 41% | $13,865.00 (79%) 53%




| | ' ' |
336’3%)'00 (100% 29% |$24,315.00 (70%) 43%
$5§’§§§"°° (150% 20% | $33,709.00 (64%) 31%
Ontario $1|\;;1§;)00 (50% 41% |$14,294.00 (82%) 54%
%,3%).00 (100% 29% | $24,967.00 (72%) 44%
%ﬁ’%""o (150% 20% | $34,949.00 (67%) 31%
Saskatchewan $1|\;,;1;;).00 (50% 41% | $13,803.00 (79%) 53%
336’3%)'00 (100% 29% | $24,342.00 (70%) 43%
$5§’§§§"°° (150% 20% | $33,711.00 (64%) 31%

* Percentages shown in parentheses are the % of pre-disability gross earnings.

However, the percentage of disposable income replaced by CPPD benefits aone, for asingle individual,
varies dightly by province, reflecting variations in provincial tax systems, with earnings replacement
rates varying from 52% to 54% at 50% Y MPE; 42% to 44% at 100% Y M PE; and 30% to 31% at 150%
Y MPE; with Ontario allowing for the highest percentage of disposable income to be replaced by CPPD,
and Alberta the lowest of the four provinces used in this analysis. The percentage of CPP earnings
replacement decreases as pre-disability earnings increase.

Notes on the CPPD/PSA Linkage: In order to understand how PSA supplements CPPD, Provincial
Social Assistance Ministries were asked to provide further information on the benefits that would be
provided to asingle disabled individual with a pre-disability income level of $12,500, and who is
assumed to have had a contribution history entitling that person to a CPPD benefit of $450 per month.
Results indicate that PSA exceeds and supplements low-end CPPD benefitsin all of the Provinces and
Territories. This analysis suggests that single CPPD beneficiaries, who must rely on PSA are (statistically
speaking) not likely to benefit as aresult of their CPPD contributions. However, their retirement benefits
will likely be higher than in the absence of CPP contributions.

Aswell, if eligibility for CPPD makes a beneficiary ineligible for PSA this may have unforeseen
negative effects by rendering beneficiariesineligible for special needs allowances given to PSA
beneficiaries.2 These results are seen as undesirable for individuals with disabilities who require
ancillary benefits for special needs such as housing, transportation, medication and assistive devices. In
this sense, CPP contributors with disabilities may be required to apply for CPPD benefits that, in the end,
|leave them worse off than they would have been if eligible for PSA only. Stakeholders noted that some
people with disabilities were reluctant to apply for CPPD benefits because they would lose these



ancillary benefits provided by the province.
3.2.5 Impactsof YBE/Y M PE on Earnings Replacement

The evaluation considered the question: What are the impacts of the Year's Basic Exemption (YBE) and
the Year's Maximum Pensionable Earnings (YMPE) on disability payment levels?

In 1995 the CPPD benefit was the flat-rate component ($3,838.12 per annum) plus 75% of the CPP
retirement benefit that would be payable if the beneficiary were age 65. In 1995 the maximum CPP
retirement benefit at age 65 was $8,558.28 per annum, so the maximum annual CPPD benefit was $10,
256.88. In addition, there may be CPPD benefits payable to the children of a CPPD beneficiary, but these
were not reflected in the following analysis.

Exhibit 11 shows the CPPD benefit payable in 1996, as a percentage of earnings in absolute amounts and
as percentages of the 1995 Y MPE, $34,900. CPPD benefits are calculated on the assumption that the
CPPD beneficiary had aways had earnings at the level indicated, and had otherwise met the eligibility
requirements for disability. The lowest percentage selected was 11% because no credits are earned if
earnings are less than the YBE, which is 10% of the Y MPE (rounded).

Exhibit 11
CPPD Earnings Replacement Ratesin Relation to YMPE
L . CPPD Full year
0
Pre-disability Farningsas % of Earningsin 1995 | Pension in 1996 as %
1995 YMPE :
of 1995 Earnings

11% $3,839 120.5%
25 8,725 63.5
50 17,450 41.1
75 26,175 33.7
100 34,900 29.9
150 52,350 20.0
200 69,800 15.0

As can be seen, the CPPD earnings replacement ratio decreases with increasing earnings. The YBE has
no effect on earnings replacement ratios, but does have the effect of eliminating eligibility for CPPD
benefits for those who always earned less than the Y BE, $3,500 in 1995, and potentially reducing CPPD
benefits for those who have sometimes earned under the Y BE. (However, the Y BE effect on those with
earnings below Y M PE reduces the effective cost of CPPD benefits to this category of beneficiaries).

The effect of the YMPE isto put aceiling on CPPD benefits, which resultsin adecline in earnings
replacement ratios for those earning above Y MPE, as earnings over this level are not taken into account
in determining benefits (or contributions).

3.2.6 Levd of Benefits



CPPD benefits were compared to disability benefits in other major trading partner jurisdictions. Exhibit
12 illustrates the different levels of benefit for each country included in the international comparison
which was conducted as part of this evaluation. There, the PDI benefit is compared to the average
industrial wage (in local currencies). This comparison relates to the minimum and maximum amount of
benefits for each national PDI program. 29

as a Per centage of Average Industrial Wage, Selected Countries, 1993

Exhibit 12
Minimum and Maximum Y early Disability Pension Amounts,

(Local Currencies)

Average Minimum | % of average | Maximum | % of average
Country industrial Yearly industrial Yearly industrial
wage Pension wage Pension wage

Canada 31,697 3,748 12% 9,754 31%
Australia* 30,924 n/a n/a 8,115 26%
Germany*” 51,257 none 0% 30,186 59%
The Netherlands 54,258 18,160 33% 52,252 96%
New Zealand* 30,772 n/a n/a 8,634 28%
Sweden 173,900 67,424 39% 166,524 96%
E?ri\tge(;jom*** 14,113 na na 3,416 24%
United States** 25,179 none 0% 14,736 59%

* Australiaand New Zealand have flat-rate pensions (means-tested).

** The United States and Germany have benefits proportional to contributions with no minimum
pension amount. Numbers for Germany do not include the former East Germany, which has
different rates.

*** |n 1995, The United Kingdom overhauled its PDI system. Three flat rate benefit rates are now
paid at different periods of the disability. The highest rate is comparable to that of the former basic
pension. The earnings-related component of the former system was eliminated. The amount shown
Isthe basic rate for 1993, without the earnings-related component, but including the highest
additional rate payable in relation to age. Before 1995, aflat rate benefit and a marginal
income-related component were paid.

N.B.: The benefits shown arein local currencies and are standard pensions only. They do not
include such features as spouse and dependents allowances, personal care supplements, housing
allowance, etc. Minimum benefits shown are for full, not partial disability.

Sources: See Technical Note #1 at the end of this report for explanation of the footnotes which are the
sources of the exhibit's data.




In the international context, these data indicate that Canada's benefit levels as a percentage of average
industrial wages, are comparable to benefit levelsin other countries. The minimum level of benefit
compares advantageously with other insurance-based programs (higher than in Germany and the United
States, and is comparable to the United Kingdom). The maximum level of benefitsis significantly lower
than other insurance-based programs, except the United Kingdom, and is very similar to the benefit
levels of Australiaand New Zealand, which have programs based on social assistance principles.

Thisresults from the particular benefit structure of Canadian PDI, with arelatively high flat-rate benefit,
but alower earnings ceiling for contribution purposes (Y MPE). Thus, the Canadian benefits structure
contains strong redistributive elements, which makes it quite different from the American and German
systems, which are solely earnings-related. Overall, however, CPPD is, by comparison to programs of
Canada's major trading partners, no less generous than the United Kingdom, Australia and New
Zealand, but is less generous than some other countries examined (U.S., Germany, the Netherlands and
Sweden).

3.2.7 Beneficiaries Satisfaction With Incomes

To further assess income adequacy, the evaluation examined the perceptions of beneficiaries responding
to Statistics Canada's 1995 CPPD Beneficiaries Survey.59 That survey provided respondent ratings of the
adequacy of beneficiaries family income and personal income in relation to meeting their needs and
those of their family.

Generally, those participating in the survey reported that the adequacy of family income decreased after
the individual became a CPPD beneficiary. For example, 44% of beneficiaries rated their family income
as adequate to more-than-adequate after their disability, as compared to 92% of beneficiaries who rated
their family income as adequate to more-than-adequate prior to their disability.

The rated adequacy of personal income decreased as well after the beneficiaries were disabled. For
example, 36% of beneficiaries rated their personal income as adequate to more-than-adequate after the
onset of their disability, as compared to 89% of beneficiaries who rated their personal income as
adequate to more-than-adequate prior to their disablement.

Considering the beneficiaries family size, living area (urban/rural), and family income, the beneficiaries
were categorized as living above or below the Statistics Canada definition of Low Income Cut-Off
Line.61 Based on respondents' self-reported data, it was estimated that slightly over half of the
beneficiaries (58%) reported living above the Low Income Cut-Off Line while 42% were living below
the Low Income Cut-Off Line.52

3.2.8 Conclusions About Incomes

The accomplishments of CPPD are extensive in extending some level of earnings protection to hundreds
of thousands of Canadians (reaching nearly 300,000 disabled persons and their households in 1996).
CPPD would thus appear to provide an important element of earnings replacement for working
Canadians who become disabled. It accounts for a significant proportion of pre-disability gross earnings
replacement, exceeding the target of 25% set out at the time of the program's conceptualization.

However, CPPD benefits are often offset by other programs, potentially leaving some beneficiaries no
better off financially during their disability than if they had received no benefit from CPPD.



3.3 Eligibility Criteria: Contributions/Defining Disability

The evaluation questions addressed in this section are: Are current definitions of disability and the
eligibility criteria appropriate? What are the differences between CPP, and similar programs of other
countries?

3.3.1 Contributory Requirements

The evaluation considered the questions: Are current eligibility criteria appropriate for the disability
benefitsin light of workforce trends in particular? What are the differences between CPP, QPP and

other countries' programsin defining disability, coverage and claim rates, and their implications?63

Historical CPPD Contributory Requirements: In order to qualify for benefits under the CPPD
program, workers originally had to have contributed to the plan for at least 5 out of the last 10 years (in
terms of contributory months), meaning that, as the program originated in 1966, no disability benefits
were actually paid out until 1971.

Extensive changes to the contributory requirements have been made over the years that have affected
eligibility to CPPD. For example, the child-rearing drop-out provision came into effect in 1984, allowing
calculations of contributory years to remove those years spent in child-rearing, when contributions might
be low or nil. Thiswould have ensured that such pensions would be more generous to this category of
applicant and encouraged such applications. The contributory rules were also changed in 1986 (Bill
C-116) to alow claims from workers who had contributed for either 2 out of the last 3 years, or 5 out of
the last 10 years. Retroactive claims were allowed after 1992 (Bill C-57) for those who were no longer
working and who would have qualified had they filed a claim for CPPD at the time of the disablement.

By these measures, contributory requirements for CPPD had become less restrictive over time. By
comparison QPPD had more stringent criteria until 1993, except for the latter's more lenient treatment of
60-64 year old applicants.

CPPD/QPPD Comparison: Until 1993, contributory requirements of the QPPD have been more
stringent than CPPD's and this has resulted in alower proportion of the population being eligible for the
disability benefits program.

Originally, QPPD eligibility rules required that claimants contributed to the program for at least five of
the past ten years and one-third of their contributory period to be eligible for disability benefits. A
somewhat relaxed provision applied after 1984 for people aged 60-64, where the "5 of 10 years' rule was
waived to require that claimants had only contributed for 10 years and one-third of their contributory
period. Also, it only required that beneficiaries in the age range, 60-64, be incapable of regularly carrying
out gainful employment at their own occupations, rather than at any occupation.

In July, 1993, eligibility requirements were significantly changed for QPPD. Under the new provisions,

contributors are covered under QPPD when: (i) they have contributed for at least 2 of the last 3 years; or
(i) they have contributed for at least 5 of the last 10 years; or (iii) they have contributed for at least half

of their contributory period. Thus, while QPPD eligibility requirements were more stringent than CPPD

until 1993, QPPD's eligibility rules became somewhat more liberal than CPPD's after July, 1993.

To summarize, differencesin the eligibility requirements under the two programs have varied in the
following ways over the past 25 years: (i) From 1970-1986: both programs required at least five of the




last ten years of contribution, and a further requirement for one-third of the contributory period, but in
1984 QPPD deemed that beneficiaries in the 60 to 64 years of age range only be unable to engagein
gainful employment at their own occupation,; (ii) From 1986-1993: unlike QPPD, CPPD allowed
eligibility to the program under the more relaxed "2 of 3 years' rule and permitted retroactive claims,
while QPPD kept the more stringent additional criterion requiring contributions for at least "one-third of
the contributory period";84 and (iii) Since July, 1993: QPPD €ligibility rules are somewhat more liberal,
since they have introduced their own "2 of 3 years' rule, and also allow people who have contributed for
half of their contributory period (with a minimum of two years of contributions) to be covered under the
program, even if they do not meet the recency-of-work test. 65 These differences have had significant
effects over the past 25 years.

As can be seen in Exhibit 13, the "one-third of the contributory period” requirement of QPPD seemsto
have had little impact on the eligibility of malesin the 1976-87 period, but a very significant impact on
the eligibility of females during the same period. While the data indicate that the percentage of the
female population aged 20-64 covered under the CPPD program has averaged 75%, the proportion of
females covered under the QPPD program was significantly lower, with an average of only 52% €ligible
for QPPD. Thus historically, eligibility for all workers, but especially females, has been significantly less
under QPPD than CPPD.

The difference is marked, but considerations of causes should be noted in interpreting these results.
These data do not take into account the child-rearing drop-out provision that has been in effect in Quebec
since 1977 and in the rest of Canada since 1983. The child-rearing drop-out provision has a significant
impact on the contributory period of females, and thus would greatly influence the eligibility under
QPPD's "one-third of the contributory period" requirement.

Exhibit 13
CPPD & QPPD Historical Eligibility by Sex
Per centage of Population, Aged 20-64, 1976-1994
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* See, Experience of the QPP Disability Program, a Comparison Case for the CPP Disability
Program, aworking paper for the CPPD evaluation, SPR Associates Inc., March 1996. Based on
program statistics obtained from CPPD and QPPD.

Some of this difference may be attributed to demographic and sociological patterns which may have
historically resulted in asmaller percentage of females in the labour force in Quebec compared to the
other provinces. Such atrend may be indicated by the fact that the proportion of females eligible for
disability benefits has increased more rapidly in Quebec between 1976-87 than in the rest of Canada (by
15% in Quebec compared to 6% in other provinces).

In the 1986-93 period, the gap in population coverage between the QPPD and the CPPD was further
accentuated by the introduction of the "2 of 3 years' rule of eligibility under the CPPD. During this
period, the difference in program coverage is significant for both males (an average gap of 13%) and, to a
greater extent, females (an average gap of 25%).66

Finally, in the 1993-94 period, with the introduction of the new contributory requirements in Quebec,
most of the program coverage differences disappeared. Program coverage among males is sightly higher
under QPPD (94%) compared to CPPD (91%), as would have been expected considering the somewhat
more "liberal" eligibility criteriafor QPPD, but dlightly higher for CPPD females (84%) as compared to
QPPD females (80%).67

This"gap" in program coverage between CPPD and QPPD has no doubt contributed to the higher
disability caseload at CPPD, since a higher proportion of the CPPD population met the insurability
requirements.

In conclusion, it appears that program coverage by QPPD has been historically lower than that of
CPPD. This difference may explain a noteworthy portion of the differences in the number of grants and
total caseloads under these two programs.



| nter national Comparison: While detailed data were not available for all countries with respect to
specific insurance requirements, the available evidence suggests that the Canadian programs provide
broader coverage of the working population compared to those countries where coverage is conditional
on labour force participation. For example, at least two countries which have been studied for this
evaluation (Germany and the United States) have more stringent requirements for coverage under their
PDI programs.

In Germany, a claimant must have contributed for at least 36 months over the last five years and at |east
60 months overall to be covered under the disability program. In the United States, while eligibility
requirements vary according to the age of claimants, eligibility requirements are more stringent than
Canada's for people aged 31 and over.

To be covered under the U.S. PDI program, claimants aged 31 and over must have contributed for at
least one-quarter of coverage for each year that has elapsed since age 21 and at least 20 of the 40 quarters

immediately preceding the onset of disability.8

But coverage of the working population is higher in a number of other countries, such as Sweden, which
offersauniversal basic pension to disabled recipients and work-rel ated benefits, and the Netherlands,
which provides both earnings-related benefits for disabled workers and basic benefits for all residents.
Such countries with disability benefit programs based on welfare principles offer universal coverage, but
these programs are not directly comparable to PDI programs, such as the CPPD.

3.3.2 Definition of Disability

General Definitional | ssues. An extensive literature indicates that what at first glance seemsasimple
matter -- deciding who is and who is not disabled, for example, on the basis of a medical definition -- is
not simple at all. Thisissue, of defining disability, has been a problem for PDI systems throughout the
world. Indeed, a considerable amount of the relevant literature portrays disability as a complex
phenomenon that results both from the presence of medical impairments and from the demands imposed
on workers by the structure of work itself (physical barriers, pace of work, etc.).69

This complexity is further accentuated by a worker's personal vocational characteristics, since different
types of workplaces make different demands of workers (e.g. the office vs. the assembly line) and
therefore workers with the same severity of disability may face dramatically different opportunities for
employment, e.g., job mobility.

Finally, socio-economic considerations may greatly affect the employability of persons with disabilities,
as the particular jobs which lie within their capacities are reduced or eliminated by industrial
restructuring./9

This perspective is supported by findings which suggest that only a percentage of persons defined by
HALS as having disabilities (using a different measure of disability from CPPD, as was noted earlier) are
actually in receipt of government benefits, whether PDI or public assistance.’L These findings emphasize
the important distinction between having functional limitations and being unemployable.

These considerations point to the need for definitions to reflect additional criteria. For example, the
potential for the disabled person to undergo occupational therapy and rehabilitation can be considered, in
order to determine whether a person can work or not. Thisis generally seen as a task which medical
assessments alone cannot judge.



CPPD/QPPD Definition of Disability: CPPD Benefits are available to persons who have "a severe and
prolonged mental or physical disability [..]. A disability is severe only if by reason thereof the person in
respect of whom the determination is made is incapable regularly of pursuing any substantially gainful

occupation’2; and a disability is prolonged only if it is determined in a prescribed manner that the
disability islikely to be long continued and of indefinite duration, or is likely to result in death."73

This official definition is supplemented by a number of adjudication guidelines which define, in
operational terms, how disabilities are to be recognized for the purpose of granting CPPD pensions.
These guidelines were revised in September 1995,74 in order to ensure greater uniformity in the
adjudication process. They provide information on the interpretation of the official definition in light of
the jurisprudence of the CPP Pension Appeals Board and past practices of CPPD. For instance, a
"prolonged” disability has been defined in operational terms as a disability "likely to last for at |east one
year". On the other hand, the QPPD definition of "prolonged"” is that the disability will last indefinitely.

The QPPD treatment is somewhat different, even though the statutory definition of disability isvery
similar under both CPPD and QPPD. Both programs compensate contributors who are subjected to a
"severe" and "prolonged” disability. The QPPD has been more rigorousin that it has established detailed
standards on how medical conditions affect work capacities and at what stage they should be considered
disabling. Thisis offset, however, by other aspects of adjudication which make the program more lenient
for the pre-retirement group (ages 60-64) only.

QPPD's Emphasis as a Pre-Retirement Program: While the overall approach of QPPD to the
definition of disability is strict, its approach to older workers produces a significant counter-effect. This
approach was enshrined in Quebec legidation in 1984, making the criteria for workers aged 60-64 much
less onerous than for other applicants. Workers in this older age group are tested much less stringently by
atest of "ability to do one'sown job" (emphasis added), rather than ability to engage in any substantially
gainful employment. Similarly, CPPD evidenced a priority for pre-retirement applicants, (55 to 64 years
of age) as outlined in administrative directives in 1989-95, but this directive was eliminated as part of the
September 1995 revisions to the guidelines. However, CPPD's pre-retirement emphasis was | ess than that
found for QPPD, as suggested by caseload statistics, and was removed from new CPPD policy guidelines
in 1995,

The pre-retirement emphasis of QPPD is suggested in Exhibit 14 (next page), which shows that nearly
half of new QPPD pre-retirement beneficiaries (48%) in 1993 were in the 60-64 age group. In contrast,
fewer than one-quarter of CPPD's new 1993 beneficiaries were in this age group.

Exhibit 14*
Per centage of New QPPD and CPPD
Beneficiaries by Age Groupsin 1993

Age |QPPD Count |Percentage | CPPD Count | Percentage

20-54 2,761 33% 30,274 92%
55-59 1,544 19% 14,990 26%
60-64 4,031 48% 12,707 22%

Total 8,336 100% 57,971 100%




* Experience of the QPP Disability Program, a Comparison Case for the CPP Disability
Program, aworking paper for the CPPD evaluation, SPR Associates Inc., March 1996.

The pre-retirement orientation of QPPD has two important effects. First, this policy may have
encouraged proportionately more applications by 60-64 year olds.”2 Second, because QPPD applies more
stringent criteriato younger persons with disabilities, the evidence suggests that those rejected by QPPD
seek other PDI supports or PSA. Aswill be noted later, many of these individuals ultimately become
beneficiaries of provincial social assistance.

Findings of a QPPD Study on the Eligibility for QPPD of a Random Set of CPPD Applicantsin
1993-94: Physicians with the Quebec Pension Plan Disability (QPPD) program recently carried out a
random file review of 477 CPPD adjudication decisions made in fiscal 1993-94, comprising 340 grants
and 137 denials. Thiswasto ascertain what proportion of these past CPPD applications would have met
the QPPD adjudication criteria’b.

The conclusions of this QPPD study on the applications declined by CPPD generaly confirmed the
original CPPD decision to deny these applications. On the other hand, QPPD would have granted only
27% (92 cases) of the 340 CPPD grants on the basis of the evidence at hand. A further 44% (149) of
these CPPD grants were identified as requiring more information, before a decision to grant or deny
could have been made. About 14% (47 cases) of the CPPD grants would have been denied by the
QPPDZZ, Of the 47 cases denied by the QPPD (74% did not meet the "severity of disability" criteria of
QPPD. Particularly noteworthy were the differencesin QPPD decisions regarding muscul oskeletal and
mental disorders accounting for about 40% (135) of the CPPD grants examined by the CPPD physicians.
The QPPD would have denied 30% of the muscul oskeletal cases, and requested additional information
for 33% of these cases before making a decision. In the case of mental disorders, the QPPD would have
denied 9%, and requested additional information in 60% of these cases. The usefulness of this QPPD
study is somewhat limited since the CPPD grants examined were not made on the basis of the more strict
current CPPD adijudication guidelinesintroduced in September 199578,

In afurther analysis, Income Security Programs (ISP) Branch, HRDC reviewed arandomly selected
sub-set (119) of the 1993-94 grants which would have been denied by the QPPD physicians against the
CPPD September 1995 Guidelines, and found that it would now deny about 11% of these grants and
require more information for 21% of them?®. ISP Branch also reviewed 25 CPPD decisions (24 grants
and one denial), where the QPPD decision would have been different from that of the CPPD, against the
September 1995 guidelines; one application would have been denied, seven (28%) granted and more
information requested in the case of 12 applications (48%).

Conclusion: CPPD and QPPD differ somewhat in terms of operational definitions of disability, but
especially in terms of how this affects access to the program. Key differences are the extent to which
QPPD operate more as a pre-retirement program, and its more stringent medical criteria, with the result
being somewhat lower casel oads.

QPPD generally requires more documentation before making initial grants; it does not recognize certain
conditions as severe enough to prevent one from working (certain kinds of musculoskeletal conditions
and some mental disorders). Determining the eligibility for both CPPD and QPPD disahility isvery
complex and requires expert medical judgement.



3.4 Incidence: Economic Grants and Other Explanations

3.4.1 Background on Incidence

Some specific evaluation questions posed in this section are: Why has there been an increase in CPPD
Disability claims during the last 15 years, including the recent recession? Is the increase in CPPD
Disability levelsjustified or isit caused by other factors, which, if addressed, would lower incidence
levels?

Exhibit 15
Number of CPPD Applications
Number of New Pensions Put in Pay, Grantsasa % of Applications
Fiscal Years 1969-70 to 1995-9680
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CPPD Claim Patterns and Profiles: The pattern of CPPD claims has shown an almost steady increase
in applications over the past twenty years (Exhibit 15). Thisincrease was from an annual number of
27,966 applicationsin 1975-76 to a high of 109,000 in 1993-94, then a decline to 90,449 applicationsin
1995-96. It has also been marked by several years when numbers of grants to new beneficiaries have
jumped significantly. The most noticeable peaks for new applications occurred in 1985-86 and again in
1992-93, while the years with the highest percentage of applications which were granted CPPD benefits
were 1980-81, 1985-86, and 1988-89.81

It isimportant to note, however, that the percentage of CPPD applications granted benefits between 1991
and 1995, 58%, was significantly lower than the 65% over the 1986-90 period.82 In comparison, the
growth in the number of applications at QPPD has been generally slower than at CPPD. While QPPD
has, like CPPD, experienced surges of applications in periods of economic recession and high
unemployment, applications have, unlike CPPD, tended to level off and decrease more rapidly in periods
of stronger economic activity.



This seems to indicate that differences in program casel oads and incidence rates are, to alarge extent,
driven by applications, especially since grant rates have not varied significantly between the two
programs.

Reasonsfor QPPD's L ower Incidence Rate: The causes of lower incidence of QPPD paymentsin
Quebec are complex and no single factor islikely to provide a satisfactory explanation as to why the
casel oads and costs of the QPPD program have been kept at a much lower level than its counterpart in
other provinces. Severa of these explanations will be discussed.

Generally, it appears that QPPD is situated differently within the broader system of income security for
individuals with disabilities in Quebec. Thisis exemplified by the clear delineation between work-related
disabilities (which are, asarule, solely compensated through the Quebec-WCB), and other disabilities
which can give rise to QPPD pensions. The separation of most WCB cases out of QPPD means that
QPPD caseloads are reduced by this rationalization of the two programs.83 Another example of the
particular emphasis of the QPPD program is the fact that more rigorous criteria seem to be applied to the
population of younger persons with disabilities (aged under 60), while older workers (aged 60-64) are
much more readily admitted on the disability rolls. Thus, demographics and work force participation
would explain a substantial part of the QPPD caseload's difference from CPPD's.

The nature of QPPD as more of a pre-retirement program, and its concentration on older workers, means
that its caseload turns over at arapid rate, particularly by beneficiaries reaching age 65 and transferring
to the QPP retirement program.

Certain data also indicate that some of the difference between CPPD and QPPD caseloads may be related
to adifference in disability incidence rates in Quebec versus other provinces. According to the 1991
HALS, disability incidence rates, measured with objective questions on physical ability and limitations,
(although not by the "severe" and "prolonged” definitions used by CPP and QPP) indicated that the
incidence of disability (any limitation) is higher outside Quebec by 3.3%. Whereas disability incidence
was 13% for Quebec, incidence was 16.3% in the rest of Canada. Similar results are reported in the 1991
Census. Thisfinding islittle understood, however, as there is no obvious reasons why disability should
be less in Quebec, and should probably be the topic of further research.84

Use of Other Disability |ncome Programsin Quebec: One element that is often overlooked in
comparisons of CPPD and QPPD isthat lower incidence of disability payments at QPPD does not
necessarily mean that Quebec faces lower public costs for disability in general. Overall, while the
Quebec income security system appears to achieve considerable efficienciesin caseload and cost controls
resulting from the unique orientations of QPPD (retirement orientation, tighter adjudication including
detailed standards on medical conditions and more use of independent medical assessments), it appears
that it ssmultaneously incurs increased cost in other public programs, since more persons with disabilities
appear to be channeled to PSA for income support.

Thisisillustrated in Exhibit 16 (next page), where it can be seen that in fact a higher proportion of
Quebec's persons with disabilities are in receipt of public assistance of some type than in the other
provinces (HALS, 1991).85 Indeed, the overall total reliance of persons with disabilitiesin Quebec on
public funds as a source of income (23.9%) is not less than that of people with disabilitiesin other
provinces (18.1%), but apparently somewhat greater.



Exhibit 16
Income Support Programs Used by Persons With Disabilities, Canada,
1991*
(Per centage of all Persons Reporting Disabilities Obtaining I ncome
From Any of these Sources, HAL S, 1991)

Program Quebec Other Provinces
CPPD/QPPD 9.6% 11.9%
WCB 5.5 7.1
Social Assistance 16.4 9.0
LTD 4.1 5.2
Any public program** 23.9 18.1

* May overlap (e.g. some persons receive CPPD/QPPD and two or more of LTDI, WCB, socidl
assistance, etc.).

** Any of CPPD/QPPD, WCB or social assistance.

While these data are only indicative, they highlight the importance of looking at the phenomenon of
disability and income replacement from a broader system perspective (including WCB, PSA86), rather
than judging the efficacy of a system from the point of view of only one type of program such as CPPD
or QPPD.

The Single Payer Approach in Quebec: In Quebec, persons with disabilities tend to receive their
disability benefits from a single program (QPPD, WCB, the Quebec Public Auto Insurance Plan, or
Provincial Social Assistance), and specifically from only one payer in that same integrated system. A
person with disabilitiesin Quebec isthus less likely to receive public benefits from more than one
source, than is a person with disabilities in any other province. As aresult, the "single payer" system in
Quebec seems to avoid much of the complexity that exists for CPPD because of the overlaps and
administrative duplications of a"multi-payer" system.

In conclusion, these findings suggest that while some lessons from the QPPD program are potentially
relevant to CPPD (more rational program linkages, tighter adjudication including greater use of
independent medical examinations, etc.), other features (pre-retirement emphasis, lower coverage of the
female population, shift of costs to social assistance) imply a program model which may not be totally
desirable for emulation by CPPD.

Y et QPPD has moved closer to CPPD in eligibility criteriain recent years, and harmony between these
two programs may be desirable from a national perspective, as will be discussed further in the conclusion
to this report.

I nter national Trends: International comparison demonstrates that increasing PDI claims are acommon
phenomenon (see Exhibit 17, next page). Indeed, the comparative review conducted for this evaluation
indicates that problems faced by the CPPD program are very much like those facing the PDI programs of
all modern industrial nations today. This has raised a number of concerns and has prompted extensive




reforms of disability benefits programsin several countries.

Most countries examined, except Germany, have experienced rapidly rising PDI casel oads and report
substantial struggles with the challenges of definition, adjudication and program administration. These
trends also appear to have been affected by long-term unemployment patterns found in these countriesin
the 1980s and 1990s. The specifics of individual countries' PDI program criteria, partial disability
benefits, and the age distribution of the population are also factors.

Disability Caseloads as a Per centage of the Population: The evolution of PDI caseloadsis only one
indication of international trends in disability benefit programs. A somewhat better guide for assessing
PDI caseloads is the incidence of disability paymentsto the overall population covered by the program.
However, as al programs have different eligibility requirements, it is very difficult to obtain reliable
denominators which would represent the number of people covered by the program.

In the number of people aged 20-64 was used as a proxy for the denominator in such an analysis. These
data must be interpreted cautiously, as programs vary considerably in terms of population coverage
(eligibility), coverage of partial disability, provision of partial disability benefits, and linkages with other
disability benefit programs (see detailed exhibit notes). Nonetheless, the data are indicative of the relative
size of different countries disability programs.

Exhibit 17
| nter national Caseload Growth,
CPPD/QPPD, and Other National Disability Benefit Programs,
Selected Countries, 1983-1993

Caseload

(Program) Country (tonearest 1,000) Per centage I ncrease o Ca_seload

1983 1996 As% of Populaltlon Aged 20-64
(CPPD") 102,000 | 234,000 129% 1.8
(QPPD) 30,000 | 43,000 42% 1.0
Audtralia 220,000 | 407,000 85% 3.9%
Germany™** 1,724,000 | 1,405,000 (-19%) 3.4f
United Kingdom 700,000 | 1,580,000 126% 4.6
Netherlands 728,000 | 921,000 27% 9.7t
New Zealand 19,000 | 35,000 84% 1.8+
Sweden 308,000 | 402,000 31% 8.0+
United States 2,569,000 | 3,726,000 45% 2.5

* Fiscal year ending, from Annual Satistics, December, 1994, HRDC.

** |t should be noted that the 1993 figure for CPPD does not capture the full impact of the recent




surge in CPPD incidence to 1994.

*** Caseload growth figures for West Germany are from 1985 to 1994 and the ratio is pro-rated.
Ratios were estimated based on partial time-series.

T Programs include provisions for partial disability.
tUniversal coverage.

N.B.: It isimportant to note that these figures show only the CPPD and equivalent programs, i.e.
nationally mandated PDI programs, without regard to the greater context of work injury
compensation, public socia security, private LTD insurance, etc. Employment injury in these
countries is covered by the programs; the exceptions are Canada where thisis done by the WCBs
and LTDIs, Germany by trade and professional associationsand inthe US by LTDIs.

1. Note that these figures do not control for age distributions within the 20-64 group. Thisvaries
from country to country, with some countries having "older" population distributions within the
20-64 group.

The two countries with the highest percentage of beneficiaries -- the Netherlands and Sweden -- are a'so
the two countries offering the highest levels of benefits, very broad coverage and partial disability
benefits. Germany, following an increase in the required contribution period in 1984, which initialy
reduced the benefits paid to women by one-half, still maintains arelatively high percentage of

beneficiaries considering the stringency of its contributory requirements.8”

The United Kingdom, the United States and Canada share many characteristics, being the only countries
whose programs are based primarily on insurance principles and not covering partial disability. Their
respective casel oads, however, are somewhat different. The United Kingdom has arelatively high

casel oad (4.6%), considering that coverage is not universal and that benefit levels are similar to those of
Canada.88

With respect to the United Kingdom, it should be noted that high disability caseloads have been seen asa
serious problem; consequently eligibility was sharply curtailed in 1995 by the development of strict
guidelines for determining disability.

The Canadian and American systems have very similar definitions of disability and thus present the best
comparison. Both programs require a disability that prevents claimants from pursuing any "substantially
gainful occupation," and one that islikely to last for at least one year. The two programs also consider a
number of vocational criteria (such as the age, education and work experience of claimants) in the
adjudication of benefits, but exclude socio-economic factors. Finally, they have broadly similar program
coverage, although contributory requirements are generally somewhat less stringent in Canada. Yet,
CPPD was seen to compare favourably, with a difference in the 1993 disability casel oads between the
two programs (1.8% of the population aged 20-64 in Canada, compared to 2.5% of the population aged
20-64 in the United States).89

Despite the fact that Canada has experienced the most rapid increase in disability caseloads over the
period 1983-93, the percentage of disability recipients in the population aged 20-64 still remains one of
the lowest at the international level. Thisis not an indication that there is no "increasing incidence"
problem in Canada.29 However, these data suggest that, from the point of view of international



comparisons, Canadais not dissimilar from its major trading partners. In fact, since CPPD is younger
than most similar programs in other countries, it is possible to argue that Canadais only starting to
experience the same kind of problems that other countries have encountered in the early 1980s, and again
in the 1990s. Thisis no consolation for CPPD, since the international comparison has demonstrated that
while PDI caseloads tend to expand rapidly in periods of weak economic activity and high
unemployment, disability caseloads do not automatically decrease when the economy has recovered.

Economic/l nter gover nmental Factors and Caseloads: Comparisons with other countries suggest that
the use of vocational criteria (socio-economic factors, personal characteristics) has often been identified
as one of the causes of increasing disability rolls. Disability benefit programs that apply a broad
definition of disability have been particularly vulnerable to variations in economic activities and have
often had to deal with larger disability caseloads in recent economic downturns.

Higher benefit levels (amount of the CPPD pension relative to average industrial wage) and more
generous eligibility criteria, which were introduced in various changes to the CPPD program effective in
1983-84, 1986, and 1992-93, also have apparently had significant effectsin increasing casel oads.f1

These effects are often difficult to distinguish, when multiple impacts occur over the same time periods.
For example, 1987 saw two important program changes for CPPD: (1) expanded eligibility; and (2) a
significant increase in the dollar value of CPPD pensions. Similarly, the 1992 changes were complex in
allowing retroactive eligibility, opening the door for a significant movement of cases from PSA to CPPD.

As aresult of the 1992 program changes, and a special Federa-Provincial agreement with Ontario, a
special project was established in Peterborough to process applications for CPPD which were brought
forward by the Ontario Ministry of Community and Social Services. In 1993-94 this project, associated
with a special CPPD project office located in Peterborough, processed over 16,000 CPPD Ontario
applications from PSA recipients. This Federal-Provincial project resulted in over 6,000 new CPPD
pensions, a significant part of the accelerated caseload increase for CPPD in 1993-94,

The role of the economy has also been identified as a significant influence on the rise in applications for
CPPD. Thisisdiscussed in the next section.

Demographic Effects: Demographic changes also played arole in the uptake of CPPD. The aging of the
"baby boom" generation®2, those born between 1946-64 (which augmented the number of peoplein the
middle-age category in the late 1980's-early 1990's), the increasing labour force participation of women
and the credit-splitting provision (which increased the number of women covered by CPPD3), were
associated with increased CPPD applications and grants.

These demographic effects wereillustrated in a statistical analysis of CPPD casel oads (see Lazar paper,
footnote 64). In thisanaysisit was estimated that, controlling for economic and other factors, CPPD
casel oads over the period 1986-94 would have been 14% lower for males and 12% lower for females, if
population and its age/sex characteristics had remained constant at their 1986 characteristics.

3.4.2 Economic Grants

The evaluation considered the question: Do CPPD disability benefits constitute economic grants (do they
act as a form of unemployment benefit or bridge-to-retirement benefit)?

A specific question for the evaluation centered around the issue of "economic grants' or the extent to



which CPPD acts as aform of unemployment benefit or bridge to retirement (because of pensions being
awarded for these reasons, rather than on medical disability grounds). Thisissue has come to the fore
since a 1989 policy guideline suggested that CPPD claimants over the age of 55 should have their claims
adjudicated on the basis of their ability to perform (own occupation) employment as well as on the basis
of the strict program criteria. This issue has gained wide attention since research in the early 1990s
(particularly in the U.S) pointed out that a very high percentage of males aged 55-64 are not in the labour
force and are receiving disability pensions.

" Economic Grants' As Seen in theLiterature: Theliterature review for this evaluation addressed the
issue of possible economic causes behind increasing beneficiary caseloads and found an extensive body
of research.24 Maki, Leonard, and other econometricians argue that the provision of PDI benefits has
caused a decline in labour-force participation, particularly among males over the age of 55. The
labour-force effects of PDI depend on the extent to which workers who are capable of working, choose to
become PDI beneficiaries instead. Leonard, for example, quotes Parsons's 1980 observation of a
correlation between the growth of PDI beneficiary rolls (in the U.S.), and the growth of |abour force
non-participation among males in the same age range, and assertsthat it is difficult to "explain away" this
correlation without reference to labour-supply effects of PDI.95

However, thereis an alternative view among researchers 26 (mostly in the U.S.) which asserts that the
labour-supply effects of disability insurance are minimal, that health considerations are salient, and that
labour force withdrawal is affected by avariety of other factors, which are socio-economic rather than
medical, but which cannot be affected by manipulating benefit rates or eligibility criteria. Haveman and
Wolfe, for example, employ econometric analyses similar to those of Leonard and Maki, but describe
much smaller labour-supply effects.?

The term "economic grant” is often used loosely and it isimportant to distinguish between avariety of
economic factors that may be considered. First, disability rolls are affected by economic behaviours of
people with some disabilities who must determine whether or not to apply for disability pensions.
Economic factors such as benefit levels, high unemployment, accessibility of other programs, and
contributory requirements, play an important role in these economic decisions, creating incentives or
disincentives to apply for benefits. Secondly, adjudication criteria must serve as atest to prevent people
with mild disabilities from entering the PDI program. A relaxation of these criteria over time will result
in agreater number of people being admitted to the rolls, regardless of employment potential.

These two factors, individually or combined, can have a marked effect on the number of disability
benefits which are granted. They are often discussed in the context of "economic grants', but one factor
Is primarily external to the CPPD, while the other relates directly to the administration of the program.
For this reason, the two factors have been separated out in this report. This section addresses the issue of
economic behaviours affecting disability grants, while the next section will focus on the adjudication of
benefits and the uniformity of criteria used over time.

Economic Analyses. For many people, over the last few years, a number of factors may have "tilted" the
balance of economic considerationsin favour of applying for CPPD benefits. These factors have
included a significant increase in benefit levelsin 1987, broadening of the eligibility criteria, changes to
the rule for retroactive eligibility, tightening of eligibility for other disability programs and alternative
sources of income, and cost-containment pressures from other social security programs that encouraged
contributors to apply for CPPD benefits. While some of these factors preceded the sudden increase in




disability grants at CPPD by several years, their effects, combined with the recent economic recession
and higher unemployment, may have encouraged more people with disabilities to apply for CPPD
benefits. However, generally speaking, the decisions to apply for benefits did lag these factors and
events.

To assess the role of economics versus other factorsin the granting of benefits, econometric analyses
were conducted, examining the role of benefits rates, unemployment rates, and other factors, in the flow
of applications to CPPD.28 The results provide mixed evidence, but generally seem to support the claim
that broad economic factors have constituted a major factor in casel oad increases. Evidence in favour of
the conclusion that there have been economic grants, is seemingly provided by the econometric analysis
of impacts of unemployment and economic fluctuations, and benefit rates. Particularly, the results
suggest that in times of recession and economic restructuring, applications to CPPD have increased
dramatically.

Indeed, regression simulations conducted for the evaluation suggest that, had economic conditions
remained at 1989 levelsto 1994, CPPD casel oads would have been significantly lower, at 199,000 to
215,000 cases as compared to the actual 295,000 cases.29 Aswell, the results indicate that when pension
benefits (cash amount of the pension) have increased, applications have also increased.

A separate study conducted for the evaluation examined the labour supply response to the 1987 rise in
the flat rate portion of CPP disability benefits. The regression analysis focused on malesin the 45 to 59
age group, and found a significant labour supply response. The study concluded that the number of males
45 to 59 droppping out of the labour force in response to the 1987 increase in benefits was in the range of
24,030 to 30,700 (which corresponds to between 1.8 and 2.3 percent of malesin this age group in the
provinces receiving CPP). The study also suggested that large increases in benefits may have an
‘announcement effect’. This means that introducing alarge increase in benefits may result in larger 1abour
supply responses than introducing the same increase as a series of smaller benefit adjustments over
time.100

It should be emphasized, however, that these results do not provide evidence to support the view that
individuals who have, in some cases, applied for CPPD when unemployed or when benefit rates were
higher, should not have qualified10l, In fact, a number of other factors can explain these findings with
egual force, such as:

 people with disabilities may be disproportionately affected by economic downturns, especially
where economic restructuring aims at a “lean, mean" corporate profile. Under this argument, many
less productive individuals may have lost "sheltered” employment in the 1990 recession; and

« generaly (and particularly in light of CPPD rate increases which occurred in 1987, and easier
eligibility after 1992) CPPD may have led PSA administrations to encourage individuals to apply
for CPPD. Thisargument is supported by evidence of referrals of PSA recipientsto CPPD,
particularly in Ontario in 1993-94. Some LTD administrators likely also did the same. Of course,
many other disabled persons normally apply for PSA because they are not eligible for CPPD or
WCB benefits.

Equally important, a number of the studies examined in the literature review have emphasized that
applicants who apply for and are rejected by PDI programs are unlikely to re-enter the workforce. Rather,
they are far more likely to receive income support from welfare. Thus most PDI applicants whose
applications were rejected appear to wind up in poverty. Thisfinding -- based on the premise that



employable individuals would return to the workforce to obtain an adequate income -- suggests that most
people denied PDI have reduced opportunities to attain for substantial employment.102

This general evidence against the occurrence of economic grants is complemented by indications that
new CPPD beneficiaries report a slightly higher number of disabilities over the period 1991-94. (This
issue is examined further in Section 3.5.2. below). Thisindicates that, whatever the actual incidence of
economic grants, these have likely not been more common in recent years, and are not correlated with
the 1991-94 increase in CPPD casel oads. Before returning to thisissue, however, we examine the issue
as to whether CPPD has been used extensively as a bridge-to-retirement.

To What Extent |s CPPD a Pre-Retirement Bridge?: A review of CPPD benefits granted, by age and
gender, over the past 15 years (calendar 1981-95), shows a steady increase in the distribution of new
benefits to both females and to younger workers. Males' share of the total number of new CPPD benefits
has declined steadily from a peak in 1983 of 71.3% to 55.5% by 1995 (Exhibit 18, next page).193

New benefits for females over the same period showed an increase, with the highest rate of percentage
point increase of 17% (from 13.6% in 1981 to 30.6% in 1995) for the youngest age group (20 to 44
year-olds), followed by 11.8% percentage point increase (from 23.5% in 1981 to 35.3% in 1995) for 45
to 54 year-olds. These changes relate at least in part to the increasing eligibility of women for CPPD, asa
result of their increasing labour force participation, and their accumulation of more years of CPP
contributions. Among males the rate of increase in new benefits for 20 to 44 year-olds has also risen
steadily, from 13% in 1981 to 25.6% in 1995. The new benefit rate increase for 45 to 54 year-old males
has aso shown atrend upwards from 22.8% in 1981 to 30.5% in 1995. In contrast, the high percentage
of new benefits for 55 to 64 year-old males peaked in 1986 and fell sharply starting in 1987, when early
retirement provisions were implemented, with the rate continuing to fall to the present. Those aged 60-64
have declined most substantially as a percentage of new beneficiaries, in spite of the aging population.

These findings suggest that the effect of "older workers" using CPPD as an early retirement program
may have been overstated as a major factor in the increasing CPPD caseload, although the actual
number s of 55 to 64 year-old males granted CPPD benefits have indeed increased, as have benefits
granted to all other age categories, and the incidence of benefits for this age group has continued to rise.

Exhibit 18
Per centage Distribution of New CPP Disability Benefits
by Age Category and Gender, 1981-1995
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The CPP Disability Incidence Study notes that the largest absolute increases in the CPP disability

casel oad are occurring among those men and women approaching retirement age 194, From an incidence
perspective it revealed that one in six men in the age group 60-64 in 1994 were current CPP disability
beneficiaries. The corresponding incidence rates were substantially lower for women in the same 60-64
age bracket (one out of twelve). However, the incidence proportions for both men and women, aged
60-64, were much higher proportions than for the other age groups for men and women (18-34, 35-44,
45-54, 55-59, age categories), and have been growing over time.



The study concludes that some CPP disability benefits might have been awarded on some basis other
than disability per sel05, At the same time, although the absolute caseload growth over the 1990-94
period occurred disproportionately among those approaching retirement, the relative growth in the CPPD
casel oad was concentrated in the 35 to 49 years of age group, peaking in the 45 to 49 years of age range.

The 1995 CPP Disability Incidence Study also conducted a comparison of the age-specific fractions of
the 1991 census population that were CPPD beneficiaries and the corresponding proportions of the 1991
Health and Activities Limitations Survey (HALS) survey frame classed as HALS 'severe limitations’. It
found that the CPPD incidence rate for those in the 55 to 64 years of age bracket was significantly higher
than the corresponding HAL S severe limitation incidence for this same age group, whereas for younger
age groups the HAL S severe limitation incidence was substantially higher than the corresponding CPPD
incidencel%,

This evidence indicates that, with respect to these HAL S self-identified activity limitations, CPP
disability benefits are being awarded in a substantially greater proportion to those approaching retirement
relative to this group's population, than for younger groups. It thus suggests the possible existence of
economic grants that are providing bridging benefits to retirement, as noted in another recent study107,

The CPP Disability Incidence Sudy concludes that the casel oad increase arose from a variety of causes,
including increased public knowledge of CPPD, legidlative changes providing enhanced benefits and
permitting for application for past benefits, and encouragement to apply for CPPD by Provincial Social
Assistance (PSA) and private LTD insurance providers.

| nter national Experience: "Economic grants' have been a concern in other countries besides Canada,
especially those countries which had a broad definition of disability, including a wide range of vocational
criteria.

The Netherlands has been historically one of the jurisdictions with the broadest definition of disability
(i.e. benefits are related to percentage loss of earnings capacity). In the Netherlands PDI program, this
was reflected not only by considering a wide range of personal characteristics in the adjudication of
claims, but also by factoring into the decision-making process such aspects as labour market
characteristics and the state of the economy. In this sense, Dutch disability benefits were often used as a
form of unemployment insurance for people with mild disability who still retained good employment
capacities. The same problem has also been noted in other countries such as Australia and the United
Kingdom.

The international experience indicates that such an approach to disability benefitsis not fiscally viable
in the long-run. Such practices, for example, resulted in aremarkably rapid expansion of caseloads for
the Dutch program. As aresult, extensive reforms of the Dutch PDI system were introduced in 1987 and
1993 which considerably curtailed eligibility to the program, and especially the use of vocational and
socio-economic factors in the adjudication of claims for disability pensions.

Similarly, the United Kingdom and Australia have also positioned their PDI programs to use a more
medically oriented definition of disability over the last few years, as part of ageneral program
retrenchment. These trends suggest that, to whatever extent CPPD allows or encourages economic or
pre-retirement grantsio8, it would be appropriate to review this aspect of the program based on future
experience with the newly adopted 1995 Adjudication Guidelines.



The data at hand was not available to quantify the significance of the role of economic grants on therise
in demand for CPPD benefits.

3.5 Adjudication of Claims

Some specific evaluation questions posed in this section are: Are criteria applied in a consistent and
eguitable manner by medical practitioners and appeal boards? Are the claims being assessed properly?

There have been suggestions that more generous adjudication of claims at CPPD has been one of the
primary factorsin the increase in disability benefits. For example, HRDC's internal Disability Incidence
Sudy suggested that some 3% of disability grants made in 1994 were not consistent with adjudication
guidelines.102 Moreover, the historically high incidence of reversals of first-level decisions regarding
CPPD claimsfor benefits seemsto indicate that the interpretation of the definition of disability has, in the
past, varied between the different levels of adjudication, with theinitial level providing a stricter
interpretation of eligibility and disability. On the other hand, a 1995 CPP Random Review, provided a
positive assessment of consistency of administrative procedures, but no data on the role of
socio-economic factors in adjudication, or the extent of disability, or any indicators of employability of
applicants.110 Similarly, file audits over the years have found little evidence of actual fraud in CPPD. As
well, athough the CPP Disability Incidence Study indicated that while some part of the CPPD caseload
in 1994 may have been made up of persons who did not meet the then current CPPD definition of
disability (i.e., were not regularly incapable of pursuing substantial gainful employment), it concluded
that at most this would account for avery small portion of the overall caseload growth experienced.

3.5.1 A QPPD/CPPD Comparison

Data were analyzed from the 1991 HALS, which provides a picture of Canadians in Quebec and in the
rest of Canada as regards their activity limitations, some of which may be associated with disability. The
premise of this exploratory research was that by understanding the characteristics of those granted
benefits under CPPD and QPPD, the similarities or differences of program criteria could be determined.
One might view the analysis as providing a"window" on the administration of CPPD. This was done
using the multi-variate technique of discriminant analysis.111 Key results were:

« Objectivecriteria: the analysis suggests that objective factors (measured by the 1991 HALS, via
self-reported activity limitations) could be used with about 80% accuracy to predict which
activity-limited people would qualify for CPPD and QPPD, with the same general factors being
prominent for both programs (such factors as age, number and types of activity limitations, need
for assistance with activities of daily living, etc.).112

« Margin of CPPD/QPPD consistency: the analysis further suggests that CPPD and QPPD apply
similar criteriaoverall. Thus, most persons (about 80%) who would have been eligible for CPPD,
possess characteristics predicting eigibility for QPPD and vice versa. (The 20% difference was
seen by the evaluators as relating to the QPPD priority for older workers, as opposed to CPPD's
relatively higher incidence of grants to younger workers.)

« Program generosity: the analysis suggested that overall, CPPD was only slightly more generous
than QPPD. The analysis suggested that more CPPD beneficiaries are similar to persons with
disabilities who work full-time than are QPPD beneficiaries. Overall, about 10% of CPPD
beneficiaries were thus identified as likely being able to work full-time as compared to about 7%
of QPPD beneficiaries. CPPD beneficiaries were, however, in general, more likely to be severely




disabled than QPPD beneficiaries.
3.5.2 Economic Grants, A Temporal Comparison

One additional test was conducted to consider the extent to which administration, or lenient adjudication,
appears to be afactor resulting in "economic grants' and thus a factor in the 1991-94 incidence run-up.

Although recognizing that CPPD eligibility involves a complex of considerations regarding disability,
duration and capacity to work, this analysis focused on the single indicator available at the time of the
evaluation, namely a measure of the extent of disability. Thisanalysis, while indicative only, addresses
somewhat the important public perceptions of how CPPD operates.

To conduct this analysis, the 1995 Survey of CPPD Beneficiaries was examined as regards the number of
activity limitation responses given by CPPD beneficiaries, and compared (using the same indicators) to
CPPD beneficiaries who responded to the 1991 HALS. The analysis compared the exact same survey
indicators, combined into one indicator -- mean number of disability responsest1s -- given by CPPD
respondents to the 1991 HAL S and 1995 CPPD Beneficiaries surveys.114

The 1995 CPPD beneficiaries survey indicated a higher level of activity limitations for survey
respondents, with a higher mean number of disability responses, as compared to 1991 respondents.115

Discussion: There is no conclusive evidence that economic grants are a substantial factor for CPPD's
caseload increase in the period 1991-94. The HAL S analysis, however, suggests that both of these
programs (CPPD and QPPD) provide pensions to a noticeable minority of individuals who could
potentially work (see Section 3.8.2) -- judging from the behaviour of their employed peers with generally
similar characteristics and comparable levels of activity limitations, 116

This finding and previous ones point to the need for a fundamental determination on the extent to which
and how, the CPPD process may or may not in fact encourage economic grants. The suggested remedy
for thisneed isa major, ongoing caseffile review, as discussed in Section 4.9 below.

3.5.3 Some Inter national Comparisons

Itislikely that CPPD adjudication system could benefit from the experience of QPPD and of other
countriesin terms of devel oping adjudication tools and standards to assist decision-makers. Serious
efforts have been made in the United Kingdom, the Netherlands, the United States, and Quebec to
develop very detailed adjudication guidelines. The CPPD, on the other hand, has been criticized on

grounds that it needs clearer, more objective adjudication standards and guidelines.11?

Recently, new adjudication guidelines, dated September 1995, were introduced at CPPD in order to
address these concerns. The new guidelines clarify the interpretation of the legidlation, the jurisprudence
of appeals tribunals and adjudication policies. These new guidelines are expected to ensure a more
uniform application of adjudication policies and to provide better guidelines with respect to important
elements of the adjudication process such as the primacy of medical criteria

The new CPPD guidelines appear to be less comprehensive, however, than adjudication tools devel oped
in other countries, such as: the Dutch computerized system for matching functional capacities with job
demands; the new British "all work test" which assesses the functional limitations of claimantsin 15
work-related activities; the detailed adjudication guide currently being developed for QPPD adjudication



officers; or the Baseline of Occupational Demands currently being developed by the American Social
Security Administration.

The historically lower incidence of reversals of initial decisions at QPPD (especially at the second level
of appeals) seems to suggest a better application of adjudication norms and guidelines and a more
consistent decision-making process. At QPPD, extensive use is made of internationally recognized
standards to assess disabling conditions, and the exclusion of vocational criteria from the adjudication
process makes it easier to achieve consistent decision-making.

Some stakehol ders suggested that too much weight was placed on beneficiaries own doctor's reports.
That is, many physicians, it was felt, tended to respond to CPPD evaluations to satisfy their patients
rather than present the medical evidencein afully unbiased way. This concern of stakeholders was not an
objection to medical evidence per se, but rather an objection to the adjudication of claimsrelying solely
on the report of the patient's physician, rather than an independent medical assessment, even though the
instructions to the physicians focussed on objective medical standards as opposed to physicians opinions
regarding disability.

At another level, a particularly important difference in adjudication procedures at QPPD appears to be
the more frequent use of independent medical examinations at the administrative review level to gather
evidence on the medical condition of claimants. This aspect has been suggested as one of the major
causes of a lower reversalsrate of initial level decisions at QPPD. This practice appears to be equitable
and to contribute to a more consistent adjudication process.

Administrative practices related to the adjudication of CPPD applications have lagged and cumulative
effects. CPPD applications and decisions on CPPD applications only occur some time after legidative,
economic and other causes of the changes in demand for these benefits. The evaluation was not able to
fully explore these lag effects.

3.5.4 Discussion of Adjudication

Overadl, these indicative findings comparing CPPD and QPPD clients, and 1991 and 1995 CPPD
beneficiary data, suggest that the adjudication process is generally objective and predictable, and that the

process for CPPD is generally comparable to that for QPPD.118

Areas for improvements to CPPD, with regard to claim adjudication and the appeal structure, have been
addressed to some extent through the Income Security Programs Redesign Project (Redesign). The
Redesign project will provide a much needed introduction of new computerized resources (for a program
which has operated for many years with amix of 1960s "paper file" systems, and 1970s vintage
computer systems), and reorganization to improve access for clients. The Redesign project isin
mid-course, and scheduled for completion in 1997. 119

Other steps have been taken to improve adjudication, such as the September, 1995 implementation of
new adjudication guidelines clarifying the primacy of medical determination criteriain adjudication.
Thereis aneed to develop a framework in which the new adjudication guidelines will be fully
articulated, with benchmark parameters for determining disability to support adjudicators decisions.
Better processes have been implemented to ensure complete case development at the initial level or,
aternatively, at the administrative review (first level of appeal) level. Case development and the
collection of evidenceis primary in reducing the number of reversals of initial decisions at the appeal



level.

Need for Better Program Information: Thisresearch isonly indicative, however, because of the
limited HAL S sample and the preliminary nature of the 1995 Beneficiaries Survey data and other
differences between the two surveys, and many questions remain to be clarified. Thisinability to draw
strong conclusions stemsin great part from the lack of certain types of information about the ongoing
adjudication process, which is needed for purposes of quality assurance, and for the strategic
management of CPPD.

CPPD has, historically, maintained a variety of reviews of the program's administrative decision-making,
I.e., on process and results, but these have not provided ongoing information on the quality of the
adjudication processes, and the role of key factors in adjudication. For example, the recent random
review, while no doubt extremely useful to managersin its treatment of operational aspects of
adjudication (treatment of eligibility decisions, filing of permissions, completion of forms etc.), did not
(and no doubt was not intended to) provide information which would be useful to the strategic and policy
management of the program120 (data of the sort which would be required to measure the extent of
economic grants, provide an independent view of decision-making, explicitly measure extent of applicant
disability and employability, and provide quality assurance on adjudication).

Such aflow of strategic information is much needed by the program, to allow policy makersto deal with
guestions of program appropriateness and cost. Aswell, it is exactly thistype of data which is needed for
ongoing evaluation of the program (for example, to start developing the background operational data for

the next round evaluation, which should be conducted about four years from now).

Thus, to examine thisissue in more detail, considering the full range of CPPD adjudication criteria, a
specific, ongoing case-file monitoring program may be desirable and useful in light of the recent
introduction of more rigorous adjudication standards (see Section 4.9). Such an exercise would also shed
light on the role of economic grantsin increasing casel oads, specifically for the pre-retirement age

group.

The available evidence suggests that the CPPD program administration has been relatively constant in
recent yearsin its adjudication of applications and claims for CPPD benefits (in spite of labouring with
limited resources and an antiquated system based largely on paper files). The background research for the
evaluation has pointed to economic fluctuations, legisative changes and popul ation demographics as
being the true drivers of CPPD casel oads.

3.6 Appeals

Some specific evaluation questions posed in this section are: Are criteria applied in a consistent and
equitable manner by medical practitioners and appeal boards?

Claimants whose applications for CPPD benefits have been denied can appeal the decision. Until
recently, there were four avenues of appeal: appeal to the minister (the "81" level of appeal); to the
Review Tribunal ("82"); the Pension Appeals Board (*83"); and to the Federal Court of Canada. For the
last two stages, the claimant has to request and receive leave to appeal.

Recently, the "81" level of appeal has been streamlined into an administrative review whereby claimants
provide additional information to support their claims for benefits.



This change is based on the fact that, in the past, appeals frequently involved the submission of new or
updated evidence by the applicant. In the first level of appeal, this new evidence often prompted a
decision to award benefits before a further review process got underway. In genera, "it is safe to say that
many, and perhaps most, of these appeals-stage grants [...] are the result of additional information being
submitted by the applicant [...]."121

The appeal stages are progressively more formal, and it has been suggested that they tended to involve a
shift in the burden of proof from the claimant to the bureaucracy which is maintaining the denial. At the
"81" level of appeal, or reconsideration, the decision is made again by a single adjudicator, asis the case
with the initial claims adjudication.

At higher levels, progressively more individuals become involved in evaluating an appeal. At the Review
Tribunal and Pension Appeals Board (PAB) levels, a medical adjudicator prepares a case for submission
to the Tribunal or Board. Tribunals consist of three paid professionals trained for this job, including one
gualified medical practitioner. Pension Appeal Boards (PABS) consist of three judges or retired judges; at
thislevel, the applicant is permitted legal representation. Very few cases are appealed to the court
system. In addition, a decision to award benefits made by the Review Tribunal can be appealed to the
Pension Appeals Board by the Minister, although thisis very rare.122

Compared to most other countries examined, CPPD seems to be a program with a historically very high
rate of appeals (although Canadian and American experiences are somewhat similar). Thereisa
perception, particularly among stakeholders, that CPPD has a"loose" appeal structure, where persistence
through several appeal levels usually pays off in the granting of benefits. A high proportion of appealsis
not only costly for the system, but also suggests that shortcomings exist in the overall adjudication
system. Also, the possibility of subjecting claimants to long and complicated appeal procedures to obtain
benefits to which they are entitled is a serious concern.

This situation with CPPD appeals may stem partly from the fact that the responsibility for case
development lies primarily with the claimant, who may fail initially to gather al the evidence necessary
to produce a fair adjudication and thus, case development is minimal. When compared with the practice
of other programs described in the international comparison, the CPPD procedure has a number of
potential pitfalls, with decisions being based primarily on a medical assessment which the applicant has
to arrange for him/herself, and on any other information that the applicant seesfit to include in the
application.

In contrast, the more common practice internationally is to assign case decisions to adjudication officers
or teams of experts, who are responsible for ensuring that cases are fully developed before being
submitted as claims and before adjudication decisions are made. This results in a more thorough and
complete initial adjudication process, whereby decisions are based on afully developed case, which
consequently reduces the number of appeals and their associated costs. Aswith initial adjudication, it
also appears that the appeal s process might be made more rigorous by the greater use of independent
medical examiners. These represent areas for potential improvement of CPPD.



3.7 Program Abuse and Reassessments

The evaluation considered the question: What are the levels, if any, of misuse and abuse of disability
benefits (e.g. extent of receipt of benefits by those who are not entitled to them)?

3.7.1 Program Abuse

I ssues of system and program abuse have been prominent in discussions of CPPD, particularly in light of
the rapidly increasing claim rate for CPPD benefits. While afew stakeholders who were interviewed for
this evaluation suggested that there was both some over-use and abuse of CPPD, the majority indicated
that there was little concrete evidence to suggest widespread abuse. This view is consistent with past
administrative audits which have, as arule, found that CPPD fraud israre.

Where abuse was suggested by these audits, it was generally indicated to be unintentional misuse or
guestionable legal practices. Such reasons as acceptance of overpayments, or lack of awareness of the
responsibility to report payment of duplicate benefits, or failure to report areturn to work, were
suggested as the principal reasons for most such problems.

Some LTDI providers, however, alleged that there are abuses of CPPD in that inappropriate claims are
being accepted, which coupled with alack of reassessments, resultsin a number of inappropriate
claimants continuing to draw benefits. A requirement for regular reassessments, in combination with a
well-developed system of information-sharing and co-ordination would, according to LTDI key
informants, provide a solution to this problem.

Given the perception that some abuse of the CPPD system does exist, coupled with the desire of
governments to administer programs in a cost effective and efficient manner, and given the recent
suggestion that as many as 3% of cases may have been granted unwarranted benefits, 123 it would be
appropriate for systematic reassessments to become an integral and well-established part of the CPPD
program. Recent initiatives in reassessment provide useful directions as noted below.

3.7.2 Reassessments

The evaluation considered the questions: How effective are reassessment procedures for determining
whether persons receiving disability benefits should continue to receive them? Should the eligibility
requirements of disability claimants be monitored more rigorously? What steps are needed to verify
continued disability of recipients of CPP Disability pensions on a cost-effective basis? Are resource
constraints preventing efficient and cost-effective monitoring activities? Are sufficient resources being
allocated to re-assessments, rehabilitation and fraud investigation?

CPPD beneficiaries files were not reassessed in a systematic manner in the period leading up to 1993,
the assumption being that, according to the CPP legidlation, beneficiaries have disabilities which were
severe and prolonged and would not be able to return to the workforce. There was also a re-assignment
of resources to adjudication to reduce inventories of applications awaiting processing. Only occasional
audits were conducted, which revealed various administrative errors and, very rarely, instances of fraud.
Since 1993, however, reassessments have been intensified under a special project, which has focused on
beneficiaries who have a high probability of being gainfully employed. Under this innovative and
aggressive project, reassessments have been specifically targeted at those beneficiaries most likely to
have regained capacity, which has resulted in arelatively high level of benefit terminations.



Between May 1993 and November 1995, 12,055 cases were reviewed, of which 4,911 resulted in the
termination of benefits with an estimated annual saving of $45.2 million in benefits and the identification

of afurther $14.7 million in overpayments to be recovered.124

Concerns have been voiced that alack of resources has limited the reassessment component of CPPD
administration. A report prepared by the CPPD reassessment staff has argued for a more comprehensive
and extensive program of reassessments, projecting a potential for 4,000 terminations and savings of $40
million annually, and even higher cumulative impacts in the future.

p>3.7.3 Conclusions on Abuse and Reassessments

While abuse per se and error appears to be modest, the reassessment feature of the CPPD program
seems to be an important one, worthy of significant expansion, aswill be noted in Section 4.

3.8 REHABILITATION AND WORK

3.8.1 CPPD and Rehabilitation

Some specific evaluation questions addressed in this section are: Do current provisions for disability
benefits support rehabilitation and return to the labour force? What are the rehabilitation efforts under
CPP? What is the relationship between the rehabilitation efforts under CPP and those under
complementary Provincial and Federal programs (e.g. VRDP)?

Just as CPPD has not traditionally focused on reassessment, neither has rehabilitation been a focus of
CPPD. Rehabilitation efforts have historically been lower at CPPD than in most other countries, partly
because of the assumption that CPPD beneficiaries may well be permanently disabled. Rehabilitation isa
primary concern for other disability insurance providers such as WCBs and LTDIs. However, some
innovative effortsin this area have begun within CPPD in the past few years. Also, there would be a need
to harmonize any enhanced CPP efforts in the area of rehabilitation with complementary provincial
programs. Of interest also would be the question of an equitable sharing of the rehabilitation costs for
beneficiaries of the CPPD and other programs.

The National Vocational Rehabilitation Project: In response to the need for a rehabilitation
component of CPPD, the CPP National Vocational Rehabilitation Project (NVRP) was initiated in 1993.

Its objectives were; 125
« toreturn CPPD clients who successfully complete vocational rehabilitation to substantially gainful
employment;
« toreturn these clientsto their pre-disability job with their pre-disability employer; modified work

with their previous employer; a comparable position with adifferent employer; or other
appropriate work with any employer; and

« to promote independent living that: improves quality of life and self-esteem; allows for a
contribution to the economy; and alleviates the need for CPPD benefits.

Participation in the NVRP is voluntary126, and CPPD pension beneficiaries are not currently compelled
to participate, even if identified as clients with significant potential for returning to work following
rehabilitation. Clients continue to receive CPPD benefits while they are participating in the project.

The current selection criteriafor participation in the NVRP are as follows:



« the beneficiary must be under the age of 50;

« the beneficiary must not have been granted benefits under the provision of Bill C-57 permitting
retractive claims,

« there must be areasonable level of education and transferable skills;127 and
« the beneficiary must be medically stable and not be terminally ill.

The NVRP's services are provided through a network of 11 rehabilitation contractors (consultants)
located in most provinces. The private rehabilitation consultants are responsible for case managing the
rehabilitation process, including the assessment of the potential for rehabilitation, the development of a
rehabilitation plan in collaboration with the client; and supporting clients through their rehabilitation
plan. NV RP managers (CPPD staff) are responsible for client selection, the approval of rehabilitation
plans, and the supervision of the work of rehabilitation contractors. The rehabilitation services are paid
for by NVRP. Among other things these services may include high school upgrading, short-term on the
job training, formal education programs, physical conditioning and the provision of assistive devices.
The NVRP undertook some communication efforts such as the publication of a project brochure, and
liaison with non-government organizations to publicize its services.

The NVRP, with abudget of $6 million, has provided rehabilitation services to about 623 CPPD
beneficiaries who were identified as having a good potential for return to work. The NVRP was
originally athree year project (1994-96), but was extended through to the end of fiscal 1996-97.

The Results of the NVRP Evaluation128: The findings of an evaluation of the NVRP conducted in the
summer of 1996 were as follows:

« NVRP was a success in demonstrating the practicality, as well as the cost-effectiveness and
societal benefits of arehabilitation function within CPPD;

o Asshown in Exhibit 19, NVRP has resulted in arelatively high success rate of 41%, 160 of 391
candidates who have completed the project or have since withdrawn from the project. With most
of the remaining 227 participants still participating in the project, the overall successrateis till to
be determined.

« Therehabilitation of these 160 clientsis expected to yield cost-savings of $4.6 million after three
years, $15 million after ten years, and about $30 million by the time the rehabilitated CPPD clients
reach the age of retirement, assuming they do not return to the CPPD disability rollst29; and

« A client survey in support of the NVRP evaluation revealed that about 60% of project participants
who successfully completed their rehabilitation found employment, with about two-thirds of those
employed full-time at the time of the survey (May 1996)130,

Exhibit 19
CPPD National Vocational Rehabilitation Project
Numbersand Proportions of Successful,
Unsuccessful and In-Progress Cases

Status 1993/94 | 1994/95 | 1995/96* | Total
Completed (Successful) 16 41 103 160
File Closed (Unsuccessful) | 41 70 120 231




In-Progress 122 128 227 227
Under Appeal 0 3 2 5
Tota 179 242 452 623

*Asof March 31, 1996.

« The evauation supports the rationale for a permanent rehabilitation function as part of the CPPD.
Significant cost-savings are possible, even with the rehabilitation of a small portion of CPPD
beneficiaries. Rehabilitation is also an effective casel oad management mechanism used by most
other providers of disability insurance.

The existence of certain services from the Employment Insurance program, specifically Human
Resources Investment Fund (HRIF) re-employment assistance, would not eliminate the need for a
rehabilitation function as part of the CPPD. However, linkages between the two would enhance the
opportunities for CPPD rehabilitation clients who are attempting to return to work once they have
completed their rehabilitation program. In addition to the HRIF services, El services available to
all Canadians could assist CPPD beneficiaries to overcome employment barriers, through job
counselling, placement services and access to labour market information. Whether the federal
government continues to deliver these services, or they are transferred to the provinces, these
services could provide a bridge to employment for CPPD rehabilitation clients, as well as others.

« Inspite of substantial project success, less than one-third of clients reported having been
successful in achieving their personal rehabilitation goals. This suggests that many participants
viewed the NV RP as an opportunity to pursue career goals (an occupation of their choice), and did
not fully understand that the goal of the NV RP was the provision of labour market entry-level
skillsto NV RP participants at reasonable cost ;

« The NVRP evauation also found systemic barriersto the effective and efficient delivery of NVRP
services:

0 the perception that rehabilitation is not clearly presented to beneficiaries as an option at the
time of initial contact with program;

o significant variationsin the quality of services, and average costs per client;

0 concerns by some rehabilitation consultants of alack of clear policies regarding the types of
services covered, and delays in approving rehabilitation plans;

o rehabilitation-related information is not collected in a systematic manner by the program to
facilitate the selection of candidates; and

0 datalimitations prevent an adequate estimate of the optimal size of arehabilitation function
as part of the CPPD.

« The NVRP evauation could not provide a clear answer to the question as to whether rehabilitation
should be mandatory or voluntary; enforcing the regulation would contribute to equitable
treatment of beneficiaries, but might have significant program cost implications, while the threat of
non-compliance would be inconsistent with sound vocational principles to encourage the most
highly motivated to participate;

« Any permanent rehabilitation function as part of the CPPD should be accompanied by a number of



changes designed to enshrine a"rehabilitation mission” as part of CPPD operations. This could
include better communication to facilitate the rehabilitation processes and inform beneficiaries of
the rehabilitation goals of the CPPD, beginning at the time of theinitial application for the
program. Aswell, significant improvements could be made in the area of client selection
including:

0 more and better rehabilitation-related data collection, from the time of the initial application
for CPPD benefits ( e.g., the use of aVocational Profile Questionnaire), and better
follow-up processes to identify rehabilitation opportunities once the medical condition of
beneficiaries have stabilized;

0 more cost-effective screening mechanism with basic criteria, which would rely on an
improved information base for on-going reviews of rehabilitation potential of CPPD
beneficiariest3l;

o stronger work incentives within the CPPD, and policies to encourage work-place
experimentation (part-time work, longer job search periodsi32);

0 cost-sharing agreements with other service providers (private insurance carriers, Workers
Compensation Boards) are implemented for only a small portion of clients. Thereisaneed
for increased communication efforts to explain the NV RP to other service providers, and to
negotiate more partnership agreements with them.

3.8.2 Rehabilitation "Market" in CPPD

A significant market exists for rehabilitation in CPPD. Thisis revealed by both stakeholders' opinions
and by respondents to the 1995 Statistics Canada Survey of CPPD Beneficiaries. Such a"market” exists
partly because of the age structure of the CPPD beneficiaries. CPPD benefits have been granted to an
Increasing number of younger claimants over the past few years (currently about 50% of CPPD
beneficiaries are under the age of 55 and about half of these are under the age of 45). The potential for
major cost savings cannot be underestimated, particularly as younger beneficiaries constitute a
significant on-going financia obligation for CPPD, for benefits payable until normal retirement age.

Beneficiaries Experiences and Perceptions. As expected, CPPD beneficiaries’ experience with
vocational rehabilitation has been limited, as evidenced in the 1995 Survey of CPPD Beneficiaries.
Indeed, vocational rehabilitation is extremely uncommon for CPPD beneficiaries. Only 7.3% of CPPD
beneficiaries surveyed in 1995 had ever participated in work-related training (vocational rehabilitation)
since they started receiving CPPD benefits, afinding consistent with the historical absence of
rehabilitation programs for CPPD.

According to respondents to the 1995 Survey of CPPD Beneficiaries, 69.3% reported being completely
unable to do any work now or in the future. However, 30.7% reported that they were either unable to do
any type of work now, but may potentially be able to work in the future, or were able to do some work,
but may be limited in the kind or amount of work they can perform. This significant minority of CPPD
beneficiaries -- three in ten -- felt that they had some potential for return to work and regular
employment.133

Most of those who wanted to work indicated that they required vocational training to return to work
(76.3%), while 23.7% of them did not believe that they required any training. Part-time work and
full-time work were equally preferred. Among the sub-group of those CPPD beneficiaries who may be



able to return to work, but who are not currently working, 88.2% said that they would like to work,
provided that the work could accommodate their disability needs.

Overall, a surprisingly large percentage of CPPD beneficiaries expressed a desire to work, and a
matching readiness to undertake rehabilitation and training to be able to do so. Aswell, related findings
noted earlier suggest that there is an extensive potential for rehabilitation and return to work among
CPPD beneficiaries. For example, as was indicated using the 1991 HALS data, many people with
disabilities and activity limitations comparable to those reported by CPPD beneficiaries survey, support
themselves and their families through employment (36% of persons with any activity limitationsin
Quebec, and 45.6% of persons with activity limitations in other provinces reported that they worked
full-timein 1991). And about 10% of CPPD beneficiaries were estimated to be capable of full-time work
overal.

Vocational rehabilitation was of interest to a substantial minority of CPPD beneficiaries who responded
to the 1995 Satistics Canada Survey of Beneficiaries. About 25% of CPPD beneficiaries indicated an
interest in having vocational rehabilitation, 38.7% indicated no interest at al and 36.3% reported being
completely unable to take training.

These results may be explained by the fact that the historic CPPD model appears to have captured many
beneficiaries who, once in receipt of benefits continue to collect a pension, even though their capacity
may improve, or other factors (e.g. new technology) make a return to substantial gainful employment
possible. Improving this aspect of the program, so that beneficiaries would not be "locked into" CPPD
would appeal to many. Those favouring such changes would include those concerned with program
costs, and also socia advocates who argue that CPPD should facilitate the independence and
development of individuals with disabilities. Thus, the considerable potential for significantly expanding
rehabilitation efforts may provide important opportunities for CPPD program refinements and more
efficient program delivery.

3.8.3 Issueof Timing in Rehabilitation

Unlike QPPD, the definition of disability under CPPD does not require that the impairment or disability
be permanent. Rather, a"one year" test is applied to determine whether a claimant is entitled to receive
disability pensions. Thus, claimants with a potential for recovery are not systematically excluded from
the program, as seems to be the case under QPPD. Moreover, the fact that consideration has been given
to factors such as the age, experience and education of claimants in the adjudication process suggests that
many beneficiaries should have potential for rehabilitation, if properly re-trained.

The current CPPD rehabilitation process starts if at all, well after benefits have been granted rather than
being part of an "up-front" decision-making process. This timing results in two inter-related problems:
(2) the client will not likely demonstrate any rehabilitation potential if he thinks to do so might adversely
affect his eligibility for a benefit; and (2) according to rehabilitation specialists, the optimum time to start
vocational rehabilitation isimmediately after the onset of disability. Thereistypicaly aconsiderable
administrative lag between the date of onset of a disability and the receipt of CPPD benefits. With
respect to this second point, these concerns were noted widely by stakeholders interviewed in the course
of the evaluation.134

Given the somewhat lengthy application, appeal and approval process associated with the granting of
CPPD benefits, rehabilitation efforts are almost never started within the optimum time for the most



successful outcomes for clients. However, it iswell recognized that rehabilitation is most effective when
it is started directly after the onset of disability. Thus, given the CPPD process, rehabilitation efforts,
beginning after CPPD benefits have been granted, are often too late to provide the maximum benefit for
disabled people.

This suggests that new program concepts and designs are needed to identify opportunities for early
interventions for effective rehabilitation. This would also require new kinds of inter-program linkages to
allow for the timely identification of candidates for rehabilitation; for example, with Ul sickness benefits.
But there is a need to determine what should be CPPD's responsibility in the area of rehabilitation, in
light of provincial jurisdiction in thisfield as well as employers responsibilitiesin the case of "on the
job"-induced disabilities.

3.8.4 International Comparisonsin Rehabilitation

Other countries offer rehabilitation programs in conjunction with their PDI programs, and broader
Income security programs for people with disabilities. These programs often have extensive sickness
benefits which alow for up to one year of benefits before recipients are transferred to disability pensions.
They also usually provide benefits for partial disability, either as part of the main disability benefits
program or under a separate program. Thus, rehabilitation is often more closely linked to sickness
benefits (such asin Sweden) or partial disability (such as the Netherlands) rather than the main disability
benefits system.

CPPD also has less effective linkages with short-term sickness benefits than are found among other
major trading partners. In Canada, up to 15 weeks of unemployment insurance (Ul) benefits are available
to a person who leaves ajob because of illness or injury. Although the technical waiting period before
eligibility for CPPD corresponds to this period so that, theoretically, Ul sickness benefits could serve as a
bridge to CPPD benefits, this period is quite short, especially given the stipulation that disability must be
expected to last at |east one year, and given the length of time that can be taken for CPPD adjudication
and appeadls.

Most other countries studied (with the exception of the U.S.) provide sickness benefits for one year and
have established mechanisms to provide a smooth transition from sickness to disability benefits. Some
countries (for example, Germany and Sweden) make use of the sickness benefits system to identify
potential candidates for rehabilitation before they enter the disability rolls, something that is not currently
done under CPPD.

3.8.5 Conclusions Regar ding Rehabilitation

The potential gains from rehabilitation programs in Canada are unknown. They may be lower than in
countries offering benefits for short-term or partial disability, but could be substantial, especially
considering the low and declining average age of CPPD beneficiaries.

Nonetheless, CPPD may benefit from the experience of other countries such as Germany and Australia,
particularly where rehabilitation efforts can result in outreach to individuals soon after the onset of
disability. Aswill be noted below, this objective of appropriate timing for rehabilitation requires
additional consideration of the way in which CPPD islinked to other programs such as WCBs and Ul
sickness, which are more likely to deal with individuals with disabilities shortly after the onset of
disability.



3.9 PROGRAM COSTS AND FUNDING

Some specific evaluation questions addressed in this section are: What are the compar ative costs of
CPPD and LTDI coverage? Why have the expenditures on disability benefits increased significantly in
recent years above those projected in the CPP Fourteenth Actuarial Report? What wer e the causes for
the increase in CPPD benefit payments? Is this recent increase in CPP Disability payments a permanent
or temporary trend?

3.9.1 Costsand Cost I ncreases, 1991-94

As noted earlier, amajor concern with CPPD in the period 1991-94 was its rapidly increasing casel oad,
and its overall costs. Thus, nominal program costs rose from about $1.7 billion in 1990 to about $2.8
billion in 1995. Elsewhere it has been noted that these cost increases impact on the fiscal stability of the

CPP fund, adding to the call for an increase in contribution rates to stabilize the funding of the plan.132

These costs are typical of adisability cost spiral that has affected most devel oped nations. For example,
nominal PDI costs for the United Kingdom increased by 279% from 1984 to 1994; Australian nominal
costs increased by 246% in the same period; Swedish PDI costs increased 139% in 1983-92; New
Zealand PDI costs were estimated to be up approximately 154% in the same time frame. In contrast
modest increases were reported only for Germany (35% increase, 1985-94) and the Netherlands, which

also reported small increases. 136

Indeed, even the LTDI sector, with its strong profit-orientation, and powerful tools of reassessment and
rehabilitation, has faced significant cost increases in recent years. For example, between 1990 and 1993,
LTDI group policiesin Canada increased their coverage of the workforce (persons) by 3.4%, but the total
dollar value of claims paid by LTDI companies increased by 33.9%, far in excess of the inflation rate
over this period.137

3.9.2 CPPD Cost Comparisons With LTDI

Some evaluation questions considered included: What are the compar ative costs of CPPD and private
insurance coverage? What are the implications of long-term CPPD for private insurance coverage? In
the absence of CPPD, what would have been the likely effects on private long-term (LTD) insurance
contribution rates needed to provide the same protection?

There are significant differences between CPPD and L TDI which make comparisons difficult. Some of
these differences, which must be kept in mind, are:

« LTDI provides coverage only for those who are employed, while coverage under CPPD begins
only after contributions have been made for at least 2 years and continues up to the age of 65 after
leaving the labour force;

o LTDI usually provides benefits for two years, on an own occupation basis, and on "any occupation
basis' after that, while CPPD provides benefits on an any occupation basis;

o LTDI hasawaiting period of from 1 to 12 months, usually 4-6 months, during which benefits are
not paid, even though the beneficiary has been deemed to be eligible, while CPPD pays benefits
after a four-month waiting period from the date of disability. With LTDI, benefits in the waiting
period are usually paid by an uninsured or insured sick leave, short-term disability, or salary
continuation scheme, or by Ul Sickness;



o LTDI usually provides benefits in the range of 40% to 80% of earnings, usually around 70%,
depending upon whether the scheme is structured to provide income on a taxable or non-taxable
basis, rather than on the CPPD flat-rate-plus-earnings related formula;

o LTDI benefits are usualy reduced by the amount of CPPD benefits. Consequently, the actual
LTDI benefit may be below the percentage indicated, because that percentage is inclusive of
CPPD;

o LTDI amost never provides benefits for the children of beneficiaries, as CPPD does; and,

o aswell, LTDI isvery rarely indexed, unlike CPPD.

Because CPPD does not provide substantial income replacement for those with high pre-disability
earnings, there will always be a significant market for LTDI. The market for LTDI will be further
strengthened by its provision of coverage on an own occupation basis, and its ability to integrate with
other short-term earnings replacement plans such as Unemployment Insurance sickness.

Because of the great variation from one LTDI plan to another in the level of coverage and the waiting
period, aswell as other provisions, it is not possible to give one figure to indicate the effect on LTDI
rates of CPPD. LTDI premiums in the aggregate are undoubtedly much lower than they would otherwise
be because CPPD is the first payer.138 CPPD's full inflation indexing accentuates the difference because
each year the increasing indexed CPPD benefit is subtracted from atypically fixed LTDI guarantee.

3.9.3 CPPD and RPPs

Disability coverage under Registered Pension Plans (RPPS) is not a significant source of disability
income. Some defined benefit plans provide that, in the event of disability, the accrued pension benefits
will be paid as a disability pension. They relate the amount of benefit to the length of service, and so
usualy provide very small pensions. (Whileit istheoretically possible to relate benefits to the total years
of actual service, plus potential service to retirement, few plans do so.)

The usual disability benefit now provided in defined benefit plansis the continued accrual of pension
benefits while disabled without the necessity of the employee making contributions. Thisis considered to
have avery low cost because of the expected impaired life expectancy of the disabled beneficiary. In
defined contribution plans such a benefit is usually provided by the purchase of LTDI in an amount
sufficient to cover the employer and employee contributions to the RPP in addition to the LTDI income
paid to the beneficiary. Thus, CPPD has had ailmost no effect on the disability benefits provided by RPPs.

3.9.4 Net Costsof CPPD inthe Tax Transfer System

What proportion of these benefits is recovered through the tax system and/or lower complementary
pprogram costs?

The interaction effects of the CPPD and QPPD and complementary federal programs like Guaranteed
Income Supplement (GIS), Spousal Allowance (SPA), and with the Federal-Provincial income tax
system, have implications for the net cost to Federal-Provincial governments of the CPPD/QPPD. Some
of these more important interaction effects are as follows:

« CPPD/QPPD benefit payments could reduce the Guaranteed Income Supplement (GIS), Spousal
Allowance (SPA) and widowed SPAL39, and the potential benefits from the Child Tax Credit



(CTC), the GST credit and Provincial tax credits;

« CPPD/QPPD benefits reduce the cost of provincial programs such as WCBSs (in some provinces)
and PSA payments,

« aproportion of CPPD/QPPD benefits is recovered through Federa-Provincial income taxes; and

« employee CPP/QPP contributions (part of which go to pay for CPPD/QPPD benefits) are eligible
for the 17% Federal non-refundable marginal tax credit and corresponding Provincial tax credit in
Quebec; employer contributions are generally treated as deductions for corporate tax calculations.

The net cost of the CPPD/QPPD is therefore the gross benefit minus all induced increases in income
taxes and induced reductionsin the cost of other programs.

The Simulation-Tabulation (SIMTAB) model 140 of Strategic Policy, HRDC, was used to estimate
recoveries through higher federal-provincial income taxes and lower costs of other federal government
programs, from the provision CPPD/QPPD benefits, as well as the impact on net government revenues.
These simulations for the 1996 calendar year are based on current Federal and Provincial tax rates
(Exhibit 20).

Exhibit 20
Effects of the CPPD/QPPD on Gover nment
General Revenues, 1996
(Millions of Dollars)

Programs Returnsto Returnsto Provincial | Returnsto Fed./Prov.
Federal Govt. Govt. Govts.

SPA/GIS 60 - 60

Income Taxes 355 253 608

Other Program 19 - 19

Total 434 253 687

o[ s E

General Revenues 186 62 248

The estimates show $434 million of CPPD/QPPD benefits were returned to the federal government in
higher tax revenues ($355 million), lower SPA/GIS expenditures ($60 million) and lower costs of other
programs ($19 million). Thiswould represent about 14% of the CPPD/QPPD expendituresin the fiscal
year 1996 of a projected $2.7 billion for CPPD and $415 million for QPPD. Another $253 million was
returned to provinces in higher income tax revenues, for a federal-provincial total of $687 million of
lower federal program costs or federal-provincial tax recoveries (about 22% of CPPD/QPPD
expenditures). On the other hand, CPPD/QPPD contributors would receive $439 million in government
non-refundable tax credits!4l in 1996 in respect of CPPD/QPPD portion of contributions. SIMTAB does
not estimate the impacts relating to the employer portion of these contributions.

It should be noted that, in a number of ways noted below, these cal culations under estimate net savings to




governments and the private sector from the existence of CPPD/QPPD benefits.

Other Savings. These cost estimates do not take into account the induced reductions (savings) in PSA
payments through benefit programs like Ontario's GAINS-D, and (where offsets are applicable) WCB
disability benefit programs which would further increase the benefits to employers of CPPD/QPPD.
Similarly, these calculations do not take into account the business tax costs attributable to CPPD/QPPD
which would have to be deducted from these recoveries.

Asweéll, the possibility that without the CPPD/QPPD, more would be spent through other vehicles
(private LTDI benefits) for protection against disability, was not taken into account. Neither was the
lower cost of private disability insurance settlements considered because of CPPD/QPPD offsetting
practices of private insurance (the reduction in LTDI benefitsin proportion to CPPD/QPPD benefits).

Notwithstanding these omissions in the calculation of the estimates, these findings nevertheless indicate
that the contributory CPPD/QPPD provides a significant return to government general revenues through
either higher tax revenues or lower complementary program costs. The gross cost of the program (here
estimated at $2.8 billion for CPPD and $415 million for QPPD in 1996) must take into account what is
eventually recovered or saved by the governments, $687 million in 1996.

An approximation of the net effect on government net general revenuesis $248 million after the
CPPD/QPPD tax credit is taken into account. Therefore, induced government tax recoveries and the
reduced costs of other programs are estimated at 8% of CPPD/QPPD gross program expenditures in
1996.

3.9.5 Containment of Costs

Funding of CPP (and thus CPPD) has been a matter of controversy in recent years, but beyond the
specific mandate of this evaluation.142 Containment of costs, through various approaches, should be a
concern for CPPD, within the framework of social goals for the program. And indeed, contribution rates
are expected to increase significantly in Canada over the next few years, as the Canada Pension Plan fund
currently operates with avery low level of capitalization and liabilities are expected to rise considerably.

Some administrative measures for cost containment and better outcomes for clients, as outlined below,
focus on the refinement of internal operations (improved adjudication), and particularly on the
strengthening of some initiatives such as those in reassessment and rehabilitation.

Other potential measures for cost containment have to do with more fundamental aspects of program
design. Also, the interpretation of the appropriate role of CPPD by some provincia partnersin income
security, and the overall structure of program linkages, are key elementsin any overall restructuring of
the CPPD program.

3.9.6 Discussion

As s noted below, the accomplishments of CPPD are extensive in extending income protection to
hundreds of thousands of Canadians (reaching close to 300,000 disabled persons and their households
in 1996). This makes CPPD an important program in Canada's overall income security system.

Y et the program also appears to require significant improvements in such areas as inter-program
linkages, adjudication practices, reassessment and rehabilitation. All of these improvements have
potential to reduce costs, and thus improve the funding picture for CPPD and the CPP as awhole. These



concerns are addressed in detail in Section 4 below.

4.0 Future Alternativesfor the CPPD

Some general evaluation questions posed in this section are: Are there better and more cost-effective
ways of achieving the objectives of these program benefits, as regards alternative design and delivery
approaches? Should the CPP disability program be modified in any way to improve its effectiveness and
administrative efficiency? Should it be modified to improve the attainment of its objectives? Should it be
modified to improve its efficiency in delivery? This section summarizes aternatives and suggested
changes to the CPPD program to better meet the needs of persons with disabilities while maximizing
program effectiveness.

4.1 SIGNIFICANT CHANGES SEEM DESIRABLE FOR CPPD

CPPD appears to generally meet its objectives of providing some measure of earnings replacement for
disabled Canadian workers. Important needs are met, with nearly 300,000 beneficiaries helped by the
program in 1995. The vast majority of these beneficiaries of CPPD appear to have disabilities, and to be
entitled to their CPPD coverage based on their contributions to the plan, and the CPP's definition of
disability.

Aswell, the administration of the program appears to have been resilient, dealing with a massive influx
of applicationsin the 1991-94 period, and initiating a variety of program responses (e.g. pilot projectsin
reassessment, rehabilitation, etc.) athough somewhat hampered by alack of resources and a primarily
paper-file-based, 1960s-style "information system". Yet it is also apparent that CPPD might benefit from
changesin key areas. These may include not only changes to some basic CPPD program features, but
may also focus on providing better program linkages with other disability benefit providersin order to
ensure that a better-integrated and more harmonized system is established.

A substantial portion of the need for change, and recent challenges faced by this program (growth in
casel oads) appear to have originated because of legidlative changes that extended eligibility of the
program. Similarly, the evolution of the QPPD seemsto haveitsoriginsin avariety of legislated
directions. Correspondingly, as will be emphasized below, any significant changes for CPPD may need
to involve legiglative changes.

4.2 Legislation and Control of Caseloads

L egislative changes which broadened eligibility criteria and increased the flat rate component of the
benefit appear to have contributed to a more costly program than previous governments had anticipated.
Also, some of the increase in applications, grants and benefit costs can be attributed to poor economic
times. Such changes in eligibility criteriaand related practices have contributed to an even sharper
increase in CPPD costs than might otherwise have been expected.

The CPPD program administration has been relatively constant in recent years in its adjudication of
applications and claims for CPPD benefits, as evidenced by the findings of selected random reviews,
internal audits, overpayment studies, and the 1995 Disability Incidence Sudy43, and research in support
of this evaluation. However, significant administrative adjustments appear to be warranted in order to



ensure more efficient and cost-effective program administration, in a continuous quality control
framework. Ideally, as suggested by the CPP Fifteenth Actuarial Report144, steps should be taken to
match eligibility and administrative procedures to the resources available to CPPD, either by controlling
costs (restricting eligibility), or by increasing contribution rates where needed. If program costs of CPPD
are to be substantially controlled, or even reduced -- as has been suggested in some public discussions, or
by differences from the QPPD experiencel42 -- modification of basic program features would be
essential. Thisis considered necessary even though the number of CPPD applications declined in
1994-95 and has since stabilized, and the proportion of applications granted has also declined.

Restricting eligibility could be achieved in one of two ways. First, it could be done by applying stricter
adjudication criteria and re-orienting the definition of disability in a more tighter and more medically
oriented way. Thisisthe approach followed in a number of countries (with varying levels of success)
such as the Netherlands, the United Kingdom and Australia. This seems aso to be the approach
followed, to a certain extent, in Quebec. The revised CPPD adjudication guidelines of September 1995
were an important step in this direction.

The second way to achieve arestriction of eligibility would be to modify the contributory requirements
to the program. Germany opted for this solution in the early 1980s after having experienced a dramatic
surge in the number of grants, mainly attributed to arelaxation of its adjudication criteria. Judging from
the German claims experience in the 1983-93 period, this direction has been particularly effective.
Indeed, Germany is the only country included in the international comparison, which experienced a
decline in the number of beneficiaries over this period.

Restricting contributory requirements or otherwise tightening up CPPD €ligibility criteria may not be
desirable, if these steps are contrary to the current government's social goals.246 From the point of view
of equity, it may be more appropriate (if program retrenchment is considered necessary) to further
modify adjudication processes or the legislative definition of disability if needed, rather than contributory
requirements, to target the program at the most severely disabled individuals. Other means of controlling
caseload growth might be through enhanced efforts in the areas of rehabilitation and re-assessments, and
joint activities with complementary program deliverers (Ul, WCBs, LTDs). These are discussed later in
this report.

But any significant readjustments of key program elements, and perhaps also some aspects of
adjudication procedures, would almost certainly require legislative amendments and efficiencies to
administrative practices. Thiswill be desirable if CPPD isto avoid conflicts with appeals tribunals which
are not bound by administrative practices and which may counter any attempts to re-orient the definition
of disability under the Act. Thisisacrucia element, as the credibility of the CPPD adjudication process
depends on its ability to defend its decisions before appeal s tribunals.

An element of concern in this area would be the issue of maintaining program continuity and
comparability with the Quebec program. This may especially apply to contribution requirements, as the
Quebec program has recently moved to match the CPPD contribution requirement of 2 of 3 years.

Asweéll, any consequent reduction in CPPD costs might result in increased costs of other complementary
programs, such as PSA costs.



4.3 Program Linkages Between CPPD and Complementary Earnings
Replacement Programs

The evaluation analysis suggests that current linkages of CPPD to other disability benefits providers are
programmatically and administratively confusing and weak. Therefore, the development of clear linkages
would improve efficiency and cost-effectiveness for the system of complementary programs as a
whole.247 Our primary evidence for these conclusions comes from consideration of the following:

« Potential |mprovementsin Administration: Our interviews with provincial and LTDI
stakeholders highlighted the ways that the CPPD program is made to appear inefficient, because of
the absence of adequate harmonization and linkages with other programs, particularly with
Provincial/Territorial programs, such as the WCBs.

These inefficiencies are apparent in both adjudication practices, where multiple claims, each with
requirements for individual medical assessments and reports, are submitted by claimants, and also
in such areas as partia disability, offsets, overpayments, and multiple payments. This suggests
that, as a whole, a fundamental reform appears to be desirable through an overall benefit linkage
and information-sharing strategy. Stakeholders in particular noted that the integration,
collaboration, information-sharing, harmonization, and co-operation in the whole disability
support system could be vastly improved.

Thiswould result in cost-savings to the system as a whole by ensuring that people with disabilities
receive the appropriate benefits and support they need. The evaluation cannot determine what
proportion of these benefits, if any, would eventually accrue to the CPPD. However, some of these
savings might be at the expense of beneficiaries considered to be clients by amost all parties, and
these efforts would imply some increased administrative costs to CPP.

« Between Province/Territory Inequities: The differencesin combined benefit levels available to
individuals through CPPD and PSA/ WCB/LTDI vary extensively between Provinces and
Territories, because of offsetting practices with CPPD. The net effect of the very different program
offset policies of the Provinces/ Territoriesisthat total benefits for persons with disabilities can
vary substantially between provinces.

« Inter-Program Referrals. Movement of cases between programs create administrative and
casel oad stresses. This was evidenced, for example, by the " Peterborough Project”, which was
undertaken in Ontario to handle the large number of claims resulting from the change in CPPD
eligibility criteria

A clear remedy of thissituation would be to emulate the better-defined QPPD model -- with a
primarily " single payer” system in relation to WCBSs. In such a system, workers with permanent
disabilities who were injured through work would, as arule, 148 be compensated only by WCBs, and
CPPD would compensate permanently disabled workers whose disability was not caused by work.

Developing such models would also allow CPPD to better deal with the issue of potential cross-subsidies
from CPPD to higher-risk industries, as noted in our earlier discussion of the large number of CPPD
beneficiaries who report disability caused by work, but who are not receiving WCB benefits. Such
linkages would call for new kinds of Federal-Provincial agreements regarding the linking of CPPD and
WCB programs. Current legisation does not prevent CPPD from covering any of the cost of
work-related disability.



Administrative Arrangements. Administrative arrangements and special agreements with single-payer
linkages to most beneficiaries of WCB, LTDI, and possibly PSA aswell, may well be desirable. Some
administrative relationships have been initiated by CPPD, with the WCBsin particular, but more
linkages are possible.

While such models would be new (they do not exist in Quebec in relation to LTDI and PSA), they could
be modeled on the current administrative agreements between QPPD and SAAQ (the public automobile
accident insurance board). Under the current system in Quebec, beneficiaries eligible for both the QPPD
and SAAQ receive only one payment from the SAAQ, while QPPD transfers a sum equivalent to the
benefitsit would have paid to claimants directly to the SAAQ. While dligibility for each programis
based on different criteria, SAAQ beneficiaries are systematically asked to apply for QPPD benefits
when they are thought to be potentially eligible.

Linkages between CPPD and LTDI/PSA would seek to facilitate referral practices, to minimize the paper
burden for applicants, and to avoid the duplications of medical and administrative costs arising from
multiple adjudications of disability claims through common application forms, definitions, joint
investments in rehabilitation for suitable clients, and to reassess jointly, or at the sametime. To aid these
goals, it would be desirable to modify legislation to enable greater sharing of information between
programs.

4.4 CPPD Administration

4.4.1 Overall Administration

The available evidence suggests that the CPPD program administration has been relatively constant in
recent yearsin its adjudication of applications and claims for CPPD benefits (in spite of labouring with
limited resources and an antiquated system based largely on paper files). The background research for the
evaluation has pointed to economic fluctuations, |egislative changes and population demographics as
being the true drivers of CPPD casel oads.

However, various estimates have suggested that a significant minority of CPPD beneficiaries may be
capable of substantially gainful employment (close to 10% by the 1991 HALS estimate prepared for this
evaluation). Further, many changes are occurring (e.g. new guidelines, September 1995) and the current
adjudication process has not been rigorously assessed, even though a CPPD file review had originally
been part of the CPPD evaluation study. These considerations point to one of the most important
conclusions of the study -- that improved data is required for ongoing assessment of the fidelity of
CPPD to its legidation.

CPPD adjudication practices should therefore be "benchmarked" (a current description of key factors
documented!49) in order to be fully understood. This might well be addressed in a comprehensive,
ongoing caseffile review, which would be an extremely important part of addressing questions of
administrative practices related to approvals, within a continuous quality assurance context. Such an
ongoing monitoring system is particularly desirable in light of the decision to regionalize the adjudication
function, since maintaining adjudication standards across regions will be a particular challenge for the
new system. The proposed case/file review study is further elaborated on in alater section of this report.

Program Resour ces. Operating mainly with an antiquated paper administrative system, CPPD




administration was not sufficiently equipped to accommodate the significant increase in applications of
the past five years and the particular strains caused by Bill C-57, with its resulting complexitiesin
adjudication.120 However, the data through 1995 suggest that claims adjudication has remained rel atively
consistent over the past 5 years, and that any shortcomings of CPPD administration may have been
caused primarily by the lack of resources provided for adjudication systems. The most recent data shows
significant reductions in new grants at both the initial application and appeals levels. Nonetheless, a
number of improvements in adjudication are desirable.

CPPD's administrative resources and systems should, therefore, be reviewed in relation to the Redesign
project, to ensure that appropriate and sufficient resources are available to support changes in CPPD
adjudication. Expanding CPPD administrative resources, particularly at theinitials level, may be an
important part of improving adjudication and controlling overall program costs. Thisis particularly
important in terms of upgraded technologica and computer resources which appear to be more
developed at QPPD than at CPPD.

After the CPPD administration came under severe criticismsin the late 1980s, it must be noted that many
corrective measures were adopted.151 The most significant of these changesis reflected in the current
Redesign Project, which will decentralize the administration of CPPD (along with other HRDC income
support programs) to aregional level.

The new adjudication guidelines, which have recently been implemented, are expected to produce a more
consistent adjudication process between the initial decisions and appeals tribunals. Finally, recent
changes to integrate the adjudication process for theinitial claim and the first level of appealswill likely
make for more efficient procedures by ensuring the collection of adequate information at the initial
claims level. These changes are seen as positive, but further steps may be desirable as detailed below.

4.4.2 Adjudication

The evaluation data suggest that a number of substantial reforms may be desirable to address
adjudication shortcomings such as unwarranted grants (estimated at 3% in 1994 according to the CPP
Disability Incidence Sudy), and slow response times (application and appeal s inventories). For example,
issues of backlogs and response times point to the need for improved resources for administration. But
above all, changes are suggested so that the CPPD adjudication process is seen asamaximally
predictable, replicable and objective administrative process that is set within a continuous improvement
context. Other jurisdictions have faced similar problems (the United Kingdom, United States, Australia)
and have responded by reforming adjudication structures and guidelines.

Therefore, consideration of additional changes to adjudication practices is suggested, for example:

« Initial Claims: The approval of some applications that are of marginal merit (about 3%
unwarranted, by estimate of the Disability Incidence Study) might be remedied. Aswell, the
incidence of inappropriate rejection of applications might be investigated. These issues are not
resolved by recent administrative activities such as the CPP Random Review, which addresses
mainly issues of eligibility and administrative procedures. Therefore, a detailed ongoing
prospective case/file review of the adjudication procedures and results should be considered, with
a particular emphasis on identifying factors in decision-making, applicant disability levels and
employability which are essential for strategic monitoring of CPPD.

Aswell, only aframework for an ongoing review of CPPD cases might be able to provide



sufficient evidence to provide definitive findings regarding level of service, the effectiveness of
new procedures that have been or may be adopted, and to provide necessary quality assurance
needed to deal with the expected issue of intra-regional and inter-regional consistency in
adjudication.

« Independent Medical and Professional Expertise: A key change that could improve the
reliability of the CPPD adjudication process, and reduce the incidence of unwarranted grants,
might be to develop a process of using independent medical examiners and other professionals
such as vocational specialists, to provide supporting evidence for adjudication decisions. Related
expertise, such as professional opinions from occupational therapists, could also be used more
readily in CPPD adjudication.

« Improved Adjudication Tools and Guidelines: CPPD might benefit from the experience of
QPPD and other countries by developing more objective, comprehensive and consistent
adjudication support tools and guidelines to assist disability officersin adjudicating claims. This
might be considered in conjunction with any future revisions to the adjudication guidelines,

QPPD, for example, is currently in the process of developing a detailed adjudication guide to
assist physicians and to define what medical conditions (or combination of medical conditions) is
considered sufficiently severe to grant disability benefits.

At the international level, the Netherlands uses a computerized system to match the residual
capacity of claimants with specific job demands in arange of occupations. This provides an
objective tool for determining whether a claimant can pursue substantially gainful employment.

The United Kingdom has introduced a scoring system to assess a claimant's functional limitations,
while the United States is devel oping a Baseline of Occupational Demands to assist adjudicatorsin
determining whether a claimant can pursue substantially gainful employment.

In comparison, CPPD adjudication support tools appear rather modest and too much reliance may
have been put on the individual judgement of claim adjudicators. CPPD should consider
examining the international experience with respect to adjudication tools and guidelines and
should seek to develop its own instruments appropriate to CPPD's definition of disability, perhaps
in conjunction with the rules base component of the Redesign Project.

Development of more detailed tools and guidelines will become an increasing concern as project
Redesign isimplemented and aregional system isin place for adjudicating claims. Concerns for
uniformity/objectivity will be greater as regionalization is established, so that timely quality
control framework plans are needed to address this issue. The development of a more streamlined
application/ adjudication process that requires lower overall resource expenditures would reduce
the administrative costs. The proposed ongoing case/file review could contribute to this process by
improving understanding of the ways in which adjudicators assess case information.

4.4.3 Appeals Process

Given the recent change in the appeal system, with Level 81 appeals now incorporated with initials, some
of the apparent inefficiencies in the appeal system, with multiple levels of appeals, etc., will likely be
improved. The "new" appeal system should therefore be evaluated in the near future to determine,
measure and understand the effect of these recent changes.



Initial Adjudication of Claims: It is difficult to separate out a discussion of the appeal process from a
broader discussion of initial adjudication, since the two aspects are so interdependent. For example,
many of the problems experienced at the appeals level in recent years may originate from practices for
theinitial adjudication of claims. For this reason, modifications should be made to confirm and ensure
the credibility of the first-level adjudication process in relation to appeals tribunals. The recent
implementation of new adjudication guidelines that are more in line with decisions of appeals tribunals,
Isan important initial step, but other modifications noted in the previous section should be considered as
well, especially more efficient and objective adjudication support tools and expert assessment to support
adjudicators. This might also ensure that more | egitimate applicants who do not understand the program
criteriawould not be unintentionally discouraged from applying for benefits.

Collection of Evidence: A new philosophy at the initial adjudication of claims (and reconsideration
level) might centre around allocating more resources to the collection of objective and independent
medical evidence to support CPPD administration decisions before appeal s tribunals. International
comparisons have shown that most countries devote more resources to the collection of evidence at the
initial stage than is common practicein CPPD.

In contrast, CPPD's general practiceisfor the claimant to bear most of the burden of providing sufficient
information to support disability claims. When insufficient evidence is provided, the claim is often
rejected and will be further developed only if an appeal is pursued. While this practice may be justified
on the basis of program-specific cost control, the CPPD experience with respect to extensive reversals of
initial decisions up until recently at the appeal level, raises doubts as to whether real savings are achieved
at all 132 Given the recent changes in CPPD administrative practices, it will be important to evaluate their
effectiveness over the 1996-1999 period.

There may be a need in the context of the Redesign Project to examine the possibility of a greater role for
adjudication officers in case development, and of ensuring that a claim has been entirely examined before
rendering a decision. Thefirst step would be to ensure that claimants and physicians (perhaps
independent physicians) understand exactly what kind of supporting evidence or documents they are
expected to provide.

The approach should be, not only to acquire a sufficient understanding of aclient'sfile in order to render
the appropriate decision, but also to collect sufficient objective evidence (results of medical
tests/analysis, residual capacities, etc.) to support the adjudicator's decision, if an appeal is sought on the
part of the claimant upon a denial of aclaim. This seems to have been akey to QPPD's successin
maintaining low levels of reversals of decisions on appeal.

L egidative Changes. Whenever significant changes are made to CPPD administrative practices, it
should be borne in mind that appeal s tribunals are not bound by administrative guidelines and rely
primarily on the legislation to develop jurisprudence rules.

Considerable anecdotal evidence suggests that appeal s tribunals have applied a"reversed burden of
proof", forcing CPPD to justify why a claimant should not be granted benefits, rather than assigning the
claimant the burden of demonstrating his/her disability. While it isvery difficult to obtain independent
data on thistopic, thisissue should be closely assessed and monitored as it could represent a marked
departure from the intent of the legislation.

All the above elements seem to suggest that modifications to the legislation could be an important aspect



in reforming the appeals structure and clarifying the definition of disability under the Act. Thus, if
significant changes are to be made to adjudication practices in the future, these modifications should be
clearly tied to existing legidlation, or to amended |egislation.

4.5 Reassessment

The CPPD Initiatives: The encouraging initial results of the recent CPPD reassessment initiatives
suggest that consideration should be given to a substantial expansion of these reassessment initiatives.
The current priority for reassessments has been to focus on CPPD files that have the highest potential to
become "ceased" files, either because of inappropriate grants or because of CPPD abuse or fraud.

While this priority may be appropriate given the limited resources for reassessments, expansion of
reassessments should be considered to allow for other types of CPPD files to be reviewed.153 For
example, reassessments could also be undertaken for CPPD beneficiaries with a high potential for
rehabilitation once their medical condition stabilizes, with the aim of providing the support needed to
overcome the disability and allow for re-integration into the workforce.

Reassessment might particularly be targeted at those recipients who have been identified at the initial
adjudication of claims as having the greatest possibility of recovery from their condition. QPPD, which
has more stringent criteria with respect to the duration of the disability, has established a system whereby
disability claimants whose medical conditions can potentially improve are immediately scheduled for
subsequent reassessment (usually after two years). Thus, the beneficiaries file is automatically
transferred to the medical unit and reassessed after this period of time and a new medical report is
produced.

CPPD beneficiaries with a potential for recovery should, therefore, be included in the reassessment
procedure. Also, regular reassessments, possibly annually, asis common practice for both WCBs and
LTDI providers, should be undertaken for CPPD beneficiariesif the disability is not because of terminal
ilIness, or due to irreversible degenerative causes.

Such regular reassessment procedure, properly resourced, would allow for the identification of CPPD
beneficiaries who are no longer unable to work, either because of improved medical condition, new
technologies, or changes in employment opportunities. It would also fundamentally change the
perception of CPPD from being a"pension for life" to a program that required "re-establishment of
gualification for benefits' on aregular basis. Any enhanced reassessment activities would of course have
resource implications that would need to be balanced against anticipated program savings.

I nter national L essons. Other countries, such as the Netherlands, have implemented reforms aimed at
removing from disability benefits any recipients who have recovered from their disability. The Dutch
system now allows for temporary benefits to be paid and, after expiry of these benefits, a claimant must
present a new claim which will be reassessed de novo. This approach is aimed at removing the hurdle of
a"reversed burden of proof" when the disability administration has to demonstrate that a claimant's
medical condition has improved before terminating benefits. Such a system might be applied by the
CPPD for beneficiaries whose condition is not expected to be terminal, or does not reflect a degenerative
condition from which recovery is unlikely. However, having to re-establish eligibility for benefits might
be a disincentive to successful rehabilitation and return to work.




4.6 Work Incentives and Rehabilitation

Significant changes in a number of aspects of the CPPD rehabilitation and return-to-work initiatives
might improve the effectiveness of CPPD. In part, changes could build on the improvements to work
Incentives which have been recently devel oped within CPPD under the National V ocational
Rehabilitation Project, but further changes also seem desirable.

4.6.1 Work Incentives

There is aneed to improve the incentives for CPPD recipients to return to work both in terms of
administrative provisions and beneficiaries understanding of the provisions. This would have positive
impacts in two areas. On the one hand, CPPD beneficiaries would have more motivation to return to
work, and on the other hand, CPPD program costs would be reduced. Changes in this direction, of work
incentives, already begun in CPPD in 1995, might include:

« work incentivesin benefits: a specific tax-back procedure or income exemption might be
institutionalized, so that CPPD beneficiaries know they can initiate work without risk of undue
penalty, and so increase the probability that work is reported (e.g. calculating the substantially
gainful income exemption net of disability-related expenses, lengthening the trial work period). It
must be noted that creating a tax-back option would, in effect, be allowing for a definition of
partial disability. This might not be a problem for the fundamental design of CPPD (inability to
regularly pursue a substantially gainful occupation), if the assumption is that entry into the
program because of a disabling condition can be followed by gradual withdrawal from the program
by those who recover in full or part. Such aprovision might aid in rationalizing the link to
rehabilitation; and

» easere-accessfor eigibility: similarly, the ability of CPPD recipients to easily re-access benefits if
they fail in their return-to-work efforts might be institutionalized, with quick re-entry procedures
available, and with thisinformation clearly communicated to beneficiaries.124 The program
administration has already taken some steps to facilitate such program-re-entry on failure to return
to work.

Stakeholders of all types, including LTDI representatives, and representatives of advocacy groups,
agreed that CPPD might adopt a more pro-active "return-to-work" philosophy which could include
return-to-work incentives. These should (they argued) include partial benefits for those able to work
part-time; "ease back-to-work" programs; longer trial work periods; guaranteed benefits during
rehabilitation, re-training and trial work periods; and easy re-entry to CPPD for people with disabilities
who failed to return to work.

4.6.2 Rehabilitation

Thereisaneed for extensive program development in the area of rehabilitation and CPPD. Thisis highly
desirable because of findings from the 1995 survey of CPPD beneficiaries, which indicate that significant
number of respondents (31%), might be candidates for some kind of work now or in the future, and even
areturn to full-time work, and that many respondents (26%) express a desire to do so.

To the extent that HRDC's agents of rehabilitation (e.g., private rehabilitation professionals) would play a
key role in the success of rehabilitation efforts, financial incentives conditioned on results, might enhance
the success of these efforts.



Thisisachallenge, as many observers have pointed out that rehabilitation is most effective when
introduced shortly after onset of the disability -- a situation that can only infrequently occur in CPPD.
Rehabilitation that begins after the start of CPPD benefits would occur too late to be maximally effective
in the case of many CPPD beneficiaries, meaning that new program concepts and designs are needed to
enable early interventions. Furthermore, new kinds of program linkages between CPPD, the new
Employment Insurance program, LTDI, WCB and PSA programs would be needed to allow for the
timely identification of rehabilitation candidates.

A significant expansion of rehabilitation efforts, possibly building on the National Vocational
Rehabilitation Pilot Project, appears to be highly desirable to aid these goals.

An effective extension of rehabilitation efforts would likely need to go beyond the CPPD program, to
facilitate and improve rehabilitation of potential CPPD recipients even before the granting of CPPD
benefits. Related initiatives should include an examination of the role of unemployment sickness
insurance in the early onset of disability, and the potential for that program to identify and stream cases
for rehabilitation prior to application for CPPD.

Such changes would satisfy not only concerns of other government programs (WCBs and PSA) and
LTDIs, to return these beneficiaries to work, but would also meet important social development concerns
of voluntary organizations representing the concerns of persons with disabilities and the interests of
many CPPD beneficiaries themselves. Some of these changes reflect recent redirection of priorities
within CPPD.155

4.6.3 Broader |ssuesof Work and Disability in theWork World

One of the evaluation sub-studies, the HAL S analysis, suggested that a substantial number of people with
disabilities who might receive CPPD benefits if they were to apply, nonethel ess, manage to support
themsel ves independently, often in the workforce.

There is a need to examine the ways in which current initiatives can contribute to persons with
disabilities maintaining their independence in the workforce, as opposed to relying on the disability
income support system, including CPPD. Thisis afocus for programs such as the National Strategy for
the Integration of Persons with Disabilities.

Work-Related and Other Causes of Disability: Thereisan important case to be made for improving
our understanding of the causes of disability for CPPD beneficiaries. This should include, in particular,
examining new diseases which present challenges for assessment (muscul oskeletal, psychological,
environmental), which need to be better understood. More generally, however, such understanding may
contribute to improved Federal and Provincial initiatives and private sector contributionsin the
prevention of disability -- attacking the problem of disability incidence at source.

Also, there is a need to examine how comprehensive is the coverage provided by WCBs and work as a
cause of disability. Research for this evaluation, examining HALS, has suggested that work-related
conditions may be a significant cause of disability for CPPD beneficiaries, and that many persons
disabled through work may be receiving CPPD, but no related WCB benefits.156 Understanding this
relationship would be an important part of forming new Federal-Provincial agreements as abasis for
improving the linkages between CPPD and WCB benefits, as well as determining the legitimate
responsibility of employersin this regard.



4.7 Program Benefits and Offsets

Appropriate benefit levels are extremely important in preserving the rationale of PDI programs, as they
must be properly harmonized with other income security programs and meet some minimum earnings
replacement goals for contributors who become disabled. If benefit rates are kept below social assistance
scales of needs, the earnings replacement rationale of the program is weakened in the sense that many
contributors (particularly those with few assets and no other income) may fedl that they derive no
additional benefits from having contributed to the CPP program for several years. On the other hand, if
benefit rates were too high, this might have a significant negative impact on private insurers and be
perceived as an encroachment on their market prospects. It might be seen as undesirable government
intervention in the private sector, especially since it would accentuate moral hazard concerns. CPPD
benefit payments currently reduce the level of LTDI payments under the typical integration of the two
benefit plans. However, it is assumed that LTDI providers would not benefit through further reduced
LTDI settlements if CPPD benefits were enhanced. Thisis because of the likely reaction this would
provoke among employee groups, who believed employees were not getting afair return on their LTDI
coverage.

When compared to programs of other countries, CPPD benefits are generally less generous than
comparable PDI programs, especially with respect to maximum rates. This would suggest that benefit
rates need not be reduced as part of cost-containment measures. Not only would reduced benefits
undermine the minimum earnings replacement objective of the program for disabled individuals, but they
would force CPPD beneficiaries to rely more on socia assistance.

But minimum CPPD benefit rates are often below the scale of needs for social assistance programsin
most provinces, suggesting that adequacy of benefits would be an appropriate research topic. However,
the CPPD program under its current rationale, is intended to provide a basic level of earnings
replacement on the onset of disability to workers, to be supplemented by income from private sources
(LTDI's, etc.). It was not to take over the role of provincial social assistance.

A particular concern is the existence of different offsetting practices between CPP and WCBs in different
provinces. Any standardized approach, in this regard would require the cooperation of federal and
provincial/territorial governments.

4.8 CPPD and Funding Issues

Some evaluation questions posed include: Are the disability benefits affordable currently and in the
future? Should a Federal employment-related disability program be provided on a fully-funded basis?
Would income-testing or repayment of disability Exhibit 21

Exhibit 21
CPP Disability and Total CPP Contributory Expenditures as a Percentage of Contributory
(Pensionable) Earnings
Selected Years (pay-as-you-go rates)



RUAPAYGO | CPP RATETEN | e ove | PP O ity Over
1995 1995
1995 | 7.80% 4.90 — 1.53 |—
2000 8.25 5.05 3.06 1.84 20.26
2005 8.92 5.44 11.02 2.07 35.29
2010 9.89 6.17 25.92 2.27 48.37
2015 11.03 7.21 47.14 2.34 52.94
2020 12.29 8.40 71.43 2.35 53.59
2025 13.49 9.65 96.94 2.23 45.75
2050 14.11 10.35 111.22 1.92 25.49
2100 14.76 11.51 134.90 1.62 5.88
Source: CPP Fifteenth Actuarial Report, Main Table 3, p. 9.

and QPPD (questions on dligibility, work history, etc.). Thus plans could be initiated now for a 2001
HALS survey, which would support future evaluations.

Specific issues: A number of specific issues could be promoted as research topics. These could include:

relation to retirement, the trade-off between seeking disability benefits and early retirement and
remaining in the work force is an important issue, and one with substantial cost impacts. Research
Is needed to examine how and to what extent pre-retirement individuals address these trade-off
Issues, and how programs should be designed to best meet the needs of older workers.

causes of disability are of interest in two ways: (1) improving our understanding of the relative
causes of disability may allow interdepartmental or intergovernmental initiatives to reduce
disability, thus attacking "PDI incidence" at source; and (2) important questions exist as to
whether the current practice of streaming disabled personsto PDI programs such asWCB is
appropriate in relation to the likely cause of the disability.

In particular, some researchl6’ has suggested that disability from work may be under-recognized
by WCBs, with the result that costs of disability for many individuals are transferred from
high-risk industries to CPPD and its general-population funding base, rather than to employers
who might be able to mitigate these risks.

the relationship between disability and work needs to be better understood, to ensure that, to the
greatest extent possible, persons with disabilities are able to retain or regain the dignity and
rewar ds of employment. Therefore, studies of persons with disabilities in the workplace, including
a determination of what factors support their continued employment, is of great importance.

rehabilitation, because more under standing is needed regarding the potential for rehabilitation of
PDI beneficiaries, and the successful factors in this respect, more researchisrequired in this
area.




« program take-up, sincethereis a potential for inappropriate denials, the subsequent work
experience of any such denied applicants could also be examined.

e communication, because there is a need to examine the effectiveness of HRDC efforts to inform
potential beneficiaries about CPPD.

Potential Demand for CPPD: An analysis of the 1991 HAL S data examined the potential "market" for
CPPD and QPPD as of 1991, by considering the question: how many persons with disabilities are there
who work, or otherwise obtain economic self-sufficiency, without recourse to CPPD or QPPD?

To consider this question, a discriminant analysis168 was run to estimate the proportion of
non-participants in the program, who had the same characteristics (disabilities, age, education, etc.), as
those already in the two programs.

The result suggests that (as of 1991), a substantial "market" for CPPD/QPPD existed outside of those
actually receiving benefits from the two programs. In Quebec, the analysis indicates that while only 9.6%
of persons with health and activities limitations were actually in receipt of benefits, another 21.6% of
persons with health and activities limitations might be eligible for the QPPD program, if unemployed,
and able to apply. Some of these may currently be receiving benefits from WCB or social assistance.

In the other provinces, 11.9% werein receipt of CPPD benefits, and another 14.4% were estimated to be
potentially eligible for CPPD, if their characteristics reflected application of ssimilar criteria.

This potential market estimatel®® reminds us that the maintenance of employment opportunities through
employment equity, modified work provisions and other measures becomes an extremely important
concern to policy-makers, if disabled individuals are to be facilitated in their work efforts, and thus avoid
dependence on CPPD. It isimportant to gain an under standing of what distinguishes activity limited
persons who continue to work from their counter parts who leave the labour force.

A social justice focus asserts that full participation in the life of society, including the working world, is
the right of all persons with disabilities, and that gover nments are duty-bound to pursue feasible
measures which eliminate socially constructed barriersto such participation.

This perspective is not prominent in the Canadian literature, but is present in American writing and has
been accepted into mainstream disability philosophy in Europe. Measures to maintain the employability
of persons with disabilities may serve not only to contain program growth, but also to increase the
satisfaction of persons with disabilities in Canada with the government's efforts on their behalf.170
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6.0 Technical Notes

Note #1: Sourcesfor | nternational Data:

1. The Tax/Benefit Position of Production Workers 1991-1994, Organization for Economic
Co-operation and Development (OECD).

2. Social Security Programs Throughout the World - 1993, U.S. Department of Health and Human
Services, Social Security Administration, Office of Research and Statistics, May 1994,

3. International Benefits Information Service, Reference Manual - Germany, Section I11: Social
Security, (Chicago: Charles D. Spencer & Associates, Inc.), 1995.

Note #2. Questions Used in the 1991-95 Comparison: In order to compare extent of disability between
CPPD beneficiaries surveyed in HALS and those surveyed in the 1995 Beneficiaries Survey (BS), a new
variable indicating extent of disability was created for each survey by identifying exactly matched
guestions in both surveys. Sxteen matched questions wer e selected. Each question was assigned a code
of 1 and thus, total score was 16. These 16 questions were as follows:

Have any difficulty in hearing what is said in a group conversation (Q18 in BS, A2 in HALS);
Completely unable to do this (Q18ain BS, A2b in HALS),

Have any difficulty in seeing newsprint (Q19 in BS A4 in HALS);

Completely unable to do this (Q19a in BS, Adb in HALS);

Have any difficulty in speaking or being understood (Q20 in BS A7 in HALS);

Completely unable to do this (Q20a in BS, A7b, combined, in HALS);

Have any difficulty walking 400 yards/400 meters (Q21 in BS, A8 in HALYS);

Completely unable to do this (Q21ain BS, A8b in HALS),

Have any difficulty walking down/up a flight of stairs (Q22 in BS A9 in HALS);

Completely unable to do this (Q22a in BS, ASb in HALS);

. Have any difficulty bending down and picking up an object (Q23in BS A13in HALS);

. Completely unable to do this (Q23ain BS Al3bin HALS);

. Limited in kind or amount of activity due to physical health problem: at home (Q24a in BS, A20I
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in HALS);
14. Limited in kind or amount of activity due to physical health problem: other activities (Q24b in BS
A201Vin HALS);

15. Limited in kind or amount of activity due to mental health problem: at home (Q25ain BS A25I in
HALS); and

16. Limited in kind or amount of activity due to mental health problem: other activities (Q25b in BS
A251Vin HALS).

It is noted that some categories of information overlap, e.g., such questions as 3- 4, 5-6, 13-16,
and that some health and other limitations are more severe than others depending on the different
occupations of the disabled. Therefore this global indicator is an imperfect proxy for the degree of
disability experienced. The sixteen question are an expansion of the 10 HALS questions, e.g., such
guestionsas 3 and 4, 5 and 6, etc., in this survey were combined in HALS,

Note #3: Eligibility of the Female Population:

The fact that historical differencesin contributory requirements at QPPD have resulted in a lower
coverage of the female population in Quebec is also evidenced by other data. Thisis suggested by 1993
statistics on new beneficiaries, where a far larger proportion of new QPPD beneficiaries are males (see
exhibit below), as compared to CPPD. Most of this difference can certainly be attributed to the specific
contributory requirements of each program noted above, which have had a particularly adver se effect on
the eligibility of women in Quebec with shorter or irregular employment history.

Male/Female Distribution of
New CPPD/QPPD Pension
Beneficiariesin 1993*

Males | Females

QPPD | 71.3% | 28.7%

CPPD | 56.8% | 43.2%

* Experience of the QPP Disability Program, a Comparison Case for the CPP Disability
Program, a working paper for the CPPD evaluation, SPR Associates Inc., January 1996. Based on
program statistics obtained from CPPD and QPPD.

Note #4: HALS Analysis: Limitations: While far from a "perfect” data source for examining these
complex issues, particularly because of the limited QPPD sample, the HALS nonetheless provides a
useful laboratory for examining QPPD/CPPD differences as they existed in 1991. Thisis done by
simulating certain experimental "program” situations that help to understand the programs --
"quasi-experimental " 171 assessments of key issues.

It must be noted that the HALS sample isimperfect for this purpose in several ways. while the CPPD
sample in HALS s very large (over 3,000 beneficiaries), the QPPD sampleis extremely small (just under
200 cases receiving QPPD only, and only just under 300, when Quebec Workers Compensation is
included). Yet no other data base appears to exist to allow such a direct comparison of persons who
receive both types of pension benefits, and indeed, the numbers of cases examined generally exceed what



might be practical with a"live" joint file review. Other limitations also affect the analysis. For example,
incidence per se cannot be studied, because HALS did not include a complete work history and related
indicators of potential eligibility for CPPD or QPPD (years of contributions). As well, self-reporting of
key data such as limitations (disabilities) or causes of disability provides potential for bias (but that is
probably ssimilar between the two programs). Aswell, it must be emphasized that the HALS data allow
broad tests of disability hypotheses, but not a direct ssmulation of the specific adjudication criteria
applied by the two programs.

Reliability: Atest of thereliability of discriminant classifications was conducted using a split sample for
the CPPD sub-populations. The analysis indicated that good predictions could be made between split
half samples, with 80% accuracy in predictions.

Note #5:

The 1991 and 1995 surveys were compared to determine if CPPD recipients were more or lesslikely to
receive disability benefits from other income replacement programs such as WCB, PSA or LTDI. It was
anticipated that a higher incidence of simultaneous benefits (from other agencies) would tend to be
inconsistent with the hypothesis that CPPD administration of benefits became more generous, on
grounds that CPPD's award of benefits would be "validated" if other agencies viewed the same
individuals as disabled. (Thisis, of course, unless other agencies also relaxed their criteria for
eligibility, e.g., perhaps so as not to have to justify why they were withholding benefits to persons the
CPPD had "certified" as disabled.)

The results indicate that CPPD beneficiaries were more likely to be receiving other disability benefitsin
1995 (55%) than in 1991 (49.9%) -- possible evidence against the hypotheses of generous administration
or extensive "economic grants'. (Note, however, that an alter native explanation of these findings could
be that other disability agencies such as WCBs, PSA or LTDI have simply improved the efforts of their
clients to claim CPPD, to offset their own costs, but this explanation would also be consistent with the
generous administration hypothesis).

Note #6:

According to the 1995 CPPD Beneficiaries Survey, seven percent of the respondents had a mild
disability, 35.9% had a moderate disability and 57.1% had a severe disability.172 Severity of disability
was defined as follows: (1) a beneficiary's disability severity was not measurable if he/she did not have
any reported difficulty or limitation in the activities listed in the questions; (2) a beneficiary's disability
severity was mild if he/she had hearing difficulty (Q.18) and/or seeing difficulty (Q.19), but not
completely unable to do these; (3) a beneficiary's disability severity was moderate if he/she had hearing
(Q.18), seeing (Q.19) difficulty(ies), speaking (Q.20), walking 400 yards (Q.21), and/or walking up and
down stairs (Q.22), but not completely unable to do these; (4) a beneficiary's disability severity was
severe if he/she had all aforementioned difficulties and was completely unable to do those, plus having
difficulty in bending down (Q.23) (whether completely unable to do this or not), and/or activity
limitations at home and outside (Q.24 and Q.25).

Severity level data contained in the 1991 HALS (the 1991 Health and Activities Limitations Survey) has a
different distribution of levels of severity: 19.2%, mild, 41.3%, moderate, and 39.5% severe.173
According to HALS 1991, therefore the respondents (all CPPD beneficiaries) were more likely to have
mild disabilities and much less likely to have severe disabilities than was the case in the 1995 CPPD
beneficiaries survey.




Gail Fawcett of the Centre for International Satistics of the Canadian Centre For Social Devel opment
compared the 1995 CPPD Beneficiary Survey severity index with that of HALS 1991 and found that the
match between the two surveys was good.174 Fawcett constructed a severity index with HALS data using
only the screening questions available to the 1995 CPPD Beneficiaries Survey (10 of the 32 questions
used in HALS, and following the methodol ogy used to construct the severity index which appearsin the
CPPD Survey. The severity index obtained in this manner was then compared with that contained in
HALS 1991.

Of those cases that were identified as having a disability under the screening questions common to both
surveys, 80% had an exact match between the severity level using the 1991 HALSindex and the severity
index using the CPPD Beneficiaries Survey. The remaining 20% were only one level off. Fawcett's
conclusion was that the severity index contained in HALS 1991 and the 1995 CPPD Survey provide
equivalent measures of severity level for the vast majority of cases (80%) and therefore comparisons
based on the two data sets are reasonable, other things being equal.

However, Fawcett, in a separate study, found the low response rate (54%) for the 1995 CPPD Survey,
and the much greater potential for 'selection bias, compared to much higher response rates for other
surveys ( e.g., 86% for the 1991 HALS Survey) to be a source of concern.17> This study indicated that
while it is impossible with absolute certainty to ascertain which survey (the HALS, 1991 or the CPPD
Beneficiaries Survey, 1995) is most likely to be representative of the actual CPPD population, it is most
probable that those who did not respond to the 1995 CPPD Beneficiaries Survey (46%) were more likely
to have milder disabilities than those who did respond (54%). Thus the "greater severity” finding for the
1995 survey may be at least in part an artifact of the survey's response rate bias.

The 1995 CPPD Beneficiaries Survey targeted respondents who had been made awar e that they had
been chosen for the survey because they were CPPD recipients. Therefore, it was suggested that some of
those who did not respond, or who provided information that indicated that they were more severely
disabled and less capabl e of work than they actually were, or refused to allow their information to be
used for research purposes, did so out of fear that they would be judged ineligible for future benefits.

The particular concerns noted regarding the 1995 CPPD Beneficiaries Survey are a low survey sample
Size, possible strong selection bias (that some sub-groups constituted a larger proportion of all
respondents than others) coupled with a high non-response rate, (54% compared to 86% for HALS
1991), and a prospect that some variables for the 1995 CPPD survey are not adequate for analysis.

Note #/:

A related study 176 used taxation data to identify recipients of CPPD benefits based on whether the
Disability Tax Credit (DTC) was claimed. The incidence of CPPD benefits was compared to DTC for a
three-year period. The compar ative data, in the table below, shows the extent to which nearly every
person claiming a DTC,177 also received CPPD benefits, while the reverseis not true.

1990 | 1991 | 1993

% of CPPD beneficiariesclaiming DTC 37.6 | 395 | 39.8

% of DTC claimantsreceiving CPPD benefits | 90.2 | 91.7 | 93.7




* Source: ABT, 1996.

Note #8. Review of Sample of QPPD Decisions Against QPPD Eligibility Criteria:
A sample of 477 CPPD decisions made in fiscal 1993-94 were reviewed by a team of two QPPD
physicians using QPPD adjudication guidelinesl’s,

Number of CPPD Grants (340 | 71 %

Number of CPPD Denials | 137 | 29

Total Files Reviewed 477 | 100
CPP Grants:

QPPD Decision
QPPD Grants 92 | 27%
QPPD Grants 60+179 52 |15
QPPD Denials 47 |14

QPPD More Research 180 | 149 | 44

Total 340 | 100
CPP Denials:

QPPD Decision
QPPD Grants 4 3%
QPPD Grants 60+ 7 5
QPPD Denids 124 | 91
QPPD More Research 2 1
Totd 137 | 100

CPP Denials (musculoskeletal)

Decision

QPPD Grants 6 7%

QPPD Grants 60+ 25 |30

QPPD Denials 25 |30
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QPPD More Research 27 |30
Total 83 | 100
CPP Denials (mental)
Decision

QPPD Grants 13 | 25%
QPPD Grants 60+ 3 6
QPPD Denids ) 9
QPPD More Research 31 |60
Total 52 100

Footnotes

Usually, for example, some WCBs or LTDIs reduce the amount of their payments by 100% of the
amount of the CPPD benefit.

However, these increases levelled off in 1995, and were flat over the first half of 1996. See: CPPD
Benefits. Caseload Growth Analysis, Income Security Programs Directorate, Planning and Strategic
Studies, Forecasting and Trend Analysis, HRDC, June 1996.

See: Statistics Canada, Survey of CPPD Beneficiaries, 1995.

'‘Beneficiaries refer to the disabled contributors themselves, and do not include the children of
suchcontrs, although eligible claimants dependent children are also entitled to benefits.

The HALS survey analysis estimates that only 11.9% of respondents with activity limitations were
actually in receipt of CPPD benefits. It should be noted that that unlike the CPPD population, many
of these respondents would not have had severe activity limitations. Of those that did, many would
not have met the contributory requirements of CPPD.

The pattern of CPPD claims has shown an ailmost steady increase in applications over the past
twenty years. Thisincrease was from an annual number of 27,966 applicationsin 1975-76 to a high
of 109,000 in 1993-94, then a decline to 90,449 applications in 1995-96. See: Satistics Related to
Income Security Programs, Income Security Programs Branch, HRDC, (unpublished statistics),
March, 1996. These were the estimates at the end of June of each year.

This pre-retirement feature of CPPD was reflected as noted earlier, in an administrative direction
applied in 1989-95, in which older workers were assessed on the basis of their ability to engagein
their own job, rather than in any substantially gainful employment. This provision, which was similar
to the QPPD policy which was set by legidlation in 1984, was superseded by the introduction of
more rigorous CPP adjudication guidelinesin 1995.

The dligibility of such applicants had |apsed due to missing application deadlines.
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QPPD €dligibility requirements are now met through a 'recency of work' test identical to the CPPD's,
namely two of the last three, or five of the last ten years. QPPD also confers benefits on applicants
who have contributed for half their contributory period, even if they do not meet the recency of work
test.

CPPD also evidenced a priority for pre-retirement applicantsin its administrative directivesin
1984-95, but this directive was eliminated as part of the September 1995 revisions to the guidelines.

Initial results of the three year CPP National Vocational Rehabilitation Pilot Project begun in 1993
have led to its continuation though the current fiscal year.

12 See: CPP Random Review, Disability Operations Division, HRDC, January 5, 1996.
13 Disability Incidence Sudy: Main Report, HRD Canada, 1995.
14 Most importantly, the background research for the evaluation has pointed to economic fluctuations,

legidlative changes and population demographics as being the primary drivers of CPPD casel oads.
Any such expanded effort should complement provincial activitiesin this area of provincial
jurisdiction.

See: Statistics Canada, Survey of CPPD Beneficiaries, 1995.

Thisis assuming the disabled person has made the required contributions to entitle him/her to the
maximum earnings replacement rate.

18 Thistarget was proposed in the 1964 White Paper on the Canada Pension Plan, pp. 15-16.
19 This program is being renamed Employment Insurance under amended legislation.

QPPD aso confers benefits on applicants who have contributed for half their contributory period,
even if they do not meet the recency of work test.

* See, CPP Phase | Retirement Benefit, Evaluation Report, Evaluation and Data Devel opment,
Strategic Policy, Human Resources Development Canada, July, 1995.

There is no requirement that the contributor must be working at the date the disability begins.
Report of the Auditor General of Canada, 1993. Also, see Experience of the QPP Disability
Program, A Comparison Case for the CPP Disability Program, aworking paper for the CPPD
Evauation, SPR Associates Inc., March 1996.

While the number of applicationsto CPPD declined from about 109,000 in 1993-94 to about 93,000
in 1994-95, it dightly surpassed 90,000 in 1995-96. The grant rate has significantly declined and
caseload numbers were flat in 1996. The most recent data also shows significant reductionsin new
grants at both the initial application and appeals levels. Canada Pension Plan Disability Benefits
Caseload Growth Analysis Report (draft), June 1996.

25 See: Canada Pension Plan Evaluation, Communications Sudy, SPR Associates Inc., 1989. There

were no discernable trends in these referrals. The individual (or agent) must submit the application to
the CPP ; the WCB or other external bodies can't do it for them.

CPPD claimants may also have been supported through such programs as Unemployment Insurance
Sickness Benefits, or Automobile Insurance.

Treasury Board of Canada Policy (1977-47) on Evaluation of Programs by Departments and
Agencies. Thiswas reconfirmed in 1992 in Treasury Board Manual, Evaluation and Audit.
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When these data are examined within this report, it should be remembered that these surveys were
not designed specifically to generate an indicator of CPPD's definition of disability, but rather more
genera indications of activity limitations. Further, these survey measures of disabilities are based on
self-reporting. It should also be noted that the sample of QPPD beneficiariesin HALS was
proportionately low vis-a-visthat for CPPD beneficiaries.

In addition to sub-studies of this evaluation, areport on QPPD has recently been prepared by the
QPPD administration. See: Rapport sur I'invalidité : Comparaison et orientations, Direction de
I'évaluation, Régie des rentes du Québec, September, 1995.

See: A Literature Review on Public Disability Insurance Programs, aworking paper for the CPPD
Evaluation, SPR Associates Inc., March 1996.

31 See: Experience of the QPP Disability Program, A Comparison Case for the CPP Disability

Program, aworking paper for the CPPD Evaluation, SPR Associates Inc., March 1996. The
examination involved in-depth interviews with representatives of the Régie des rentes du Québec,
the agency responsible for administration of the QPPD. Note, asarule, English
tranglations/acronyms are used in this report.

See: Experience of the QPP Disability Program, A Comparison Case for the CPP Disability
Program, aworking paper for the CPPD Evaluation, Technical Analysis#1, SPR Associates Inc.,
March 1996. The limitations of this analysis were previously detailed in footnote 7, page 11.

See: An Examination of the 1995 Statistics Canada Survey of Beneficiaries, aworking paper for the
CPPD Evaluation, SPR Associates Inc., March 1996.

See: International Comparison of Public Disability Insurance Programs, a working paper for the
CPPD evaluation, SPR Associates Inc., March, 1996.

See: Overview of Stakeholder Interviews, aworking paper for the CPPD evaluation, SPR Associates
Inc., January 1996.

36 The analysis also examined factors affecting QPPD over approximately the same time period,

although the same type of data was not always available for the same time period for both programs.
See: Experience of the QPP Disability Program, A Comparison Case for the CPP Disability
Program, aworking paper for the CPPD Evaluation, Technical Analysis#1, SPR Associates Inc.,
March 1996.

See: A Labour Market Analysis of CPP Disability Claimants, Abt Associates, January 1996.
Alberta, Newfoundland, Ontario and Saskatchewan .

Commentaires et observations (Etude compar ative des dossiers RPC/RRQ du 27 mai au 7 juin 1996)
par Roger Dorion et Claude Sarra-Bournet du Régime des rentes du Québec.

That file review examined some 523 CPPD cases, and estimated that about 3% of grants were not
fully consistent with prevailing adjudication guidelines, while another 4% would have required
further development to make a proper determination. The review involved a reconstruction of
adjudication decisions for a sample of cases granted benefits in 1994, and examined only one side of
the error equation -- inappropriate grants. No assessment was made of inappropriate denials. See:
CPP Disability Incidence Sudy, Main Report, HRDC, 1995. As well, the evaluation examined
HRDC overpayment studies, program integrity assessments including the recently completed 1995
assessment, and program internal audit reports.
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41 Specificaly, the HALS analysis allowed examination of disability characteristics of a sample of

CPPD beneficiaries and a smaller sample of QPPD beneficiaries; an anticipated CPPD/QPPD
cross-adjudication study by QPPD adjudicators; and a statistical/economic analysis of program data
to examine the factors affecting participation and the effectiveness of program administration.

By thisis meant a methodology that would collect the file-process data in course of adjudication,
rather than as a historical reconstruction. It was judged that a historical reconstruction would have
led to incomplete or missing information on which to base a re-creation of the adjudication decision.
The notion of a prospective file review is discussed in Section 4 of this report.

Historical Development of the Canada Pension Plan, 1966-1991: Twenty-Five Years of Serviceto
Canadians (draft, no date), and the several previous evaluations of CPPD. Aswell, avariety of other
studies have provided important data, such as the 1991 Health and Activities Limitation Survey
(HALS), conducted by Statistics Canada.

Redistributive equity is sometimes contrasted with individual equity (sometimes called "actuarial
fairness" in this context), against which redistributive goals must be weighed in considering how
much of a program's cost people can be legitimately asked to bear, either through taxation or through
payroll deductions, to achieve social security ends. For adiscussion of thisissue, see Meyer and
Wolff (1993). Also see: A Literature Review on Public Disability Insurance Programs, aworking
paper for the CPPD Evaluation, SPR Associates Inc., January 1996.

Aarts and de Jong (1992), p.5. Aarts and de Jong provide an extensive overview of the various
economic arguments in favour of PDI; the discussion in Burkhauser and Haveman (1982) isalso
pertinent.

See: An Examination of the 1995 Satistics Canada Survey of Beneficiaries, SPR Associates, March
1996, and Exhibit 9, p. 34.

See Section 3.2.3 of thisreport. See aso: An Examination of the 1995 Statistics Canada Survey of
Beneficiaries, SPR Associates, January 1996.

See: A Labour Market Analysis of CPP Disability Claimants, Abt Associates, January 1996.

Galil Fawcett of the Centre for International Statistics of the Canadian Centre For Social
Development examined the overall data quality of the 1995 CPP Disability (CPPD) Beneficiaries
survey, and the comparability of the severity index constructed for this survey with that of the 1991
Health and Activities Limitations Survey (HALS). The particular concerns noted regarding the 1995
CPPD Beneficiaries Survey are alow survey sample size, possible strong selection bias (that some
sub-groups constituted a disproportionately large sub-set of all respondents as compared to the
beneficiary population) coupled with a high non-response rate, (54% compared to 86% for HALS
1991), and that some variables for the 1995 CPPD survey are not adequate for analysis. Only those
indicators are reported in this report which are deemed appropriate for analysis. See Gail Fawcett,
Report #1, Evaluation of the Severity Index Constructed for the CPP Disability Beneficiaries Survey,
1995 Report #2, Overall Analysis of Data Quality of the CPP Disability Beneficiaries Survey, 1995,
May 1996 (unpublished), and technical note #6 at the end of this report. Similar considerations are
noted regarding the HAL S data, and discussed later in this report. The sample of QPPD beneficiaries
in HAL S was proportionately low vis-&vis that for CPPD Beneficiaries Survey. This should be kept
in mind where these data are examined.

CPP Advisory Board, Report of the Committee on Disability Issues, December, 1994, p. 4 & 7.
See: Q.18 - Q.25 in CPPD Beneficiaries Survey, 1995 and Technical Note #6.
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52 See: Hatistics Canada Survey of CPPD Beneficiaries, 1995. However, these are indicative findings

asto the income shares of CPPD beneficiaries because of the limitations of this survey (fee footnote
28).

53 |t should be emphasized that exact overlap cannot be estimated from the survey data, asit reports

income for the entire 1994 calendar year: e.g. a particular beneficiary may have received two or
more income sources at different times, e.g. one for the first 6 months of 1994 and the other for the
second 6 months, etc. Data from the 1995 CPP Disability Beneficiaries Survey, Canada Pension Plan
Advisory Board, 1994 Report of the Committee on Disability Issues, HRDC, 1994, p.20.

But these individuals will receive CPP retirement pensions, which they would not if no CPP
contributions had been made , although there may be a partial 50% Guaranteed Income Supplement
(GIS) offset and some provincial benefit offsets (e.g. the GAINS-A, a program in Ontario at that
time).

The Y ear's Maximum Pensionable Earnings is the ceiling for earnings replacement under the CPP. It
is historically an amount equal to the average industrial wage.

1964 White Paper on the Canada Pension Plan, pp. 15-16.

The Y ear's Maximum Pensionable Earnings (Y MPE) is historically an amount approximately equal
to the average industrial wage.

See Torjman (1988); CPP Advisory Board (1994), p .20-22.

It does not include any ancillary benefits such as dependants’ extra costs or severe disablement
allowances. Where a combination of means-tested and insurance-based programs exist, only the
program based on insurance principles was included.

CPPD beneficiaries opinions about aspects of the CPPD program other than earnings replacement
were mixed: about half of the beneficiaries (49.3%) indicated that the program should be changed to
serve better the needs of those who received benefits, and half of the beneficiaries (50.7%) suggested
no changes were needed. All things considered, beneficiaries were most likely to suggest
improvements to CPPD benefits by raising levels of payments (55.7%) and by covering costs of
disability-related supports and services (16.7%). A smaller proportion of beneficiaries suggested
other changes.

The Low Income Cut-Off Lineis determined by Statistics Canada on a periodic basis.

In contrast, for Canada a whole, the incidence of households living below the Low Income Cut-off
Linewas 14.5% in 1993, Statistics Canada Cat. No. 13-207, Table 66.

Eligibility for PDI programsis based on a set of medical and non-medical criteria These are
described in detail in Section 3.3.2.

The"A one-third of the contributory period” rule also meant that before 1993, younger workers with
disabilities needed fewer years of contributions to qualify for QPPD benefits than older workers
under 60 years of age.

The "2 of 3years' rule and the"5 of 10 years' rule are often termed the "recency-of-work" tests, as
they seek to ensure the recent labour force attachment of disability claimants.

66 See Technical Note #3.



However, the persisting gap in program coverage among femal es between the CPPD (84%) and the
QPPD (80%) ismore difficult to explain. This difference could be attributed to either demographic
and sociological differences (including labour-force participation), or to a slight over-estimation of
program coverage by CPPD among females. It should be noted that estimations of the eligible
population for QPPD are "actuals" obtained from a data base which included the complete earning
history of contributors, while CPPD's are simulations from the Office of the Superintendent of
Financial Institutions.

In the American system, up to four quarters of coverage can be accumulated every year depending
on the level of earnings. Less stringent eligibility criteria apply for people under the age of 31.

See: A Literature Review on Public Disability Insurance Programs, aworking paper for the CPPD
Evaluation, SPR Associates Inc., March 1996.

Yelin, (1986) and (1989) provides a particularly lucid discussion of this perspective; see aso
Berkowitz (1987), and the econometrically based debate around definition as represented in Leonard
(1986), Parsons (1980a), Haveman and Wolfe (1984), Maki (1993), etc.

71 See: "A Statistical Comparison of the CPPD and QPPD Programs Using the Health and Activities

Limitation Survey of 1991", Technical Analysis#1. Experience of the QPP Disability Program, A
Comparison Case for the CPP Disability Program, aworking paper for the CPPD Evaluation, SPR
Associates Inc., March 1996

72 \Where a CPPD recipient's earnings level exceeds 25% of the average industrial wage ($8,850 in

1996), very strong medical evidence must be present to support a determination that this individual
continues to be eligible for CPPD (See Section 4.6.1, Policy Directive 04/95-CPP-03: Medical
determination of Disability Under CPP, Income Security Programs, HRDC, September, 1995.)

Canada Pension Plan Act, Revised Statutes of Canada, paragraph 42(2)(a). It should be noted, that
the CPPD/QPPD definition of disability differsin one extremely important way from definitions
applied by the WCBs. The WCBs generally allow for partial disability -- for example to provide a
70% pension on the grounds that an individual is 70% disabled. This difference represents an
important issue for improved integration of CPPD with WCB programs.

See: Policy Directive 04/95-CPP-03, Income Security Programs, HRDC, September 30, 1995.

It is estimated that the demographic effect of this pre-retirement emphasisis such that QPPD

casel oads would be about 25% higher if QPPD grants were proportionately awarded to the same age
groups as CPPD. This estimate is based on an analysis substituting CPPD termination rates for
recovery, death and retirement, to simulate growth in QPPD caseloads for 1984-93.

Commentaires et observations ( Etude comparative des dossiers RPC/RRQ du 27 mai au 7 juin
1996) par Roger Dorion et Claude Sarra-Bournet du Régime des rentes du Québec., and Report on
the CPP-RRQ Compar ative Study of Disability Files, and appendices) | SP Branch, HRDC, prepared
by Moyra Lauziere, September 6, 1996 (draft).

The detailed results of this comparative analysisis set out in Technical Note #8, and Report on the
CPP-RRQ Comparative Sudy of the Disability Files, and appendices, September 6, 1996 (draft).
Policy Directive 04/95-CPP-03: Medical Determination of Disability under CPP, Income Security
Programs, HRDC, September, 1995. These emphasise the primacy of medical criteria.

HRDC, Income Security Programs Branch, CPP Disability, Compar ative Results from a Study of
CPP and QPP Decisions, August 1996, (draft), Appendix to the Report on the CPP/RRQ
Comparative Sudy of the Disability Files study.
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See Canada Pension Plan Disability Benefits Caseload Growth Analysis Report (draft), June, 1996
and Canada Pension Plan Advisory Board (1994) Report. The grants and applications are set out on
the left hand scale of Exhibit 15, while grants as a percentage of applications are illustrated on the
right hand scale. Grants also follow applications with alag (footnote 53).

But it is noted that aratio of grantsto applicationsis only a proxy indicator, because processing isn't
instantaneous. Depending on backlog sizes and appeals, an application submitted in one year might
not be processed until the next year, and could even be processed in the year after that because of
administrative lags. Further, adenial at one level may turn into a grant further downstream.

Income Security Programs Branch, HRDC, unpublished statistics, 1996.

This effect may be greater than the amount of program overlap alone would suggest, since
individuals being case-managed by a WCB are more likely to be provided with rehabilitation
opportunities -- a feature which should result in ahigher incidence of recovery and return-to-work.
QPPD is'second payer' to the WCB in Quebec.

The proposition that disability rates are lower in Quebec is aso supported by the fact that fewer
people claim the federal Disability Tax Credit in Quebec, proportionate to the tax filing population.
See: HRDC Inventory of Income Security Programs in Canada, January 1993, p.269.

Comparisons between Quebec and other provinces are based on different size samplesin the 1991
Statistics Canada Health and Activities Limitation Survey. See Technical Note #4.

Social Assistance recipients would tend to have lower average income from employment and thus
would be entitled to much lower CPPD/QPPD benefits.

See: International Comparison of Public Disability Benefit Programs, SPR Associates, Section 2.

Some of the difference may be attributable to the relatively relaxed adjudication processin place in
Great Britain, prior to the introduction of a new system in April 1995, but other factors may aso be

at play.

89 |n 1995, this rate was about 2.3% for CPPD, but the rate of increase has been projected to fall in

1996. See: CPPD Benefits: Caseload Growth Analysis, Income Security Programs Directorate,
Planning and Strategic Studies, Forecasting and Trend Analysis, HRDC, June 1996.

Because characteristics of programs vary to agreat extent from one country to another, Canadian
programs are less comprehensive than other programs in such aspects as benefit level, compensation
of partial disability, etc.

See: A Satistical Empirical Analysis of CPP Disability Benefits, Dr. Fred Lazar, SPR Associates,
March, 1996; Canada Pension Plan Disability Insurance Benefits and Labour Supply and Well
Being of Older Workers, Jonathan Gruber, M assachussets I nstitute of Technology and the National
Bureau of Economic Research, August, 1996.

The impact of the aging 'baby boomers' as they enter a period of life more vulnerable to becoming
disabled was also identified in arecent US study, Report on Rising Cost of Social Security Disability
Insurance Benefits, Social Security Administration, February, 1996. In Canada, most of this effect
which has been anticipated since the inception of the program is yet to come, according to the Chief
Actuary, Office of the Superintendent of Financial Institutions.

The proportion of CPPD female beneficiaries rose from 30% in 1981 to 42% in 1995, Satistics
Related to Income Security Program, HRDC, March 1996, unpublished.



Numerous authors have attempted econometric analysis of the economic aspects of disability
Insurance, giving rise to some controversy in the literature on disability. This debate is summarized
in: Literature Review on Public Disability Insurance Programs, SPR Associates, March 1996,
Section 5: "PDI and Labour Supply".

Leonard (1986), pp. 66-67. This article provides a good summary of the evidence and arguments
which support the existing argument on labour supply effects of disability insurance.

96 See especially: Bound (1989); Breslaw and Stelcner (1987); Haveman (1985); Haveman, de Jong,

and Wolfe (1991), Haveman and Wolfe (1984a, 1984b), Stern (1989), and Y elin (1986, 1989).
Haveman and Wolfe (1984b), p .64.

See: A Literature Review on Public Disability Insurance Programs, aworking paper for the CPPD
Evaluation, SPR Associates Inc., January 1996.

See, A Statistical Analysis of CPP Disability Benefits, Dr. Fred Lazar, SPR Associates, March 1996.
These results should be considered as indicative; more extensive econometric analyses would be
required to confirm these findings. However, the results are also consistent with those of the related
analysis provided by Abt Associates which demonstrates that individuals with poorer employment
prospects are more likely than those with better employment prospects to make the transition from
the labour market to CPPD. Any further econometric analysis should investigate the 'lag effects in
administrative decision-making, e.g., thetime it takes to reach decisions once applications are
received, as well as the administrative cumulative 'lags following other potential causes of a change
in demand for CPPD, e.g., legidlative changes, effects of economic cycles, etc..

100 Canada Pension Plan Disability Insurance Benefits and Labour Supply and Well-Being of Older

Workers, Jonathan Gruber, MIT and NBER, August, 1996. Treating the 1987 rise in the flat rate
portion of CPP disability (from $91.06 to $242.95) as a natural experiment, this study examined the
labour supply response using a difference-in-difference framework. Personsliving in the CPP
provinces were considered to be the treatment group, while persons living in Quebec were
considered to be the control group because QPP disability benefits were unchanged in 1987. The
difference-in-difference analysis was incorporated into regression equations to control for factors
such as age, education, marital status, spouse's age and number of children. The analysis also
controlled for the potential replacement rate by calculating potential CPP disability benefits based on
imputed earnings histories for malesin the 45 to 59 age group.

101 The study by Gruber, 1996, planned to examine whether the health status of persons responding to

the 1987 rise in CPP disability benefits was significantly different from the health status of CPP
disability recipients before 1987. However, the available sample size was insufficient to undertake
thisanaysis.

102 See, for example: Bound, 1989.
103 See: A Statistical Empirical Analysis of CPP Disability Benefits, Dr. Fred Lazar, SPR Associates,

March 1996.

104 CPP Disability Incidence Study: Main Report, HRDC, 1995, pp. 73-97.



105 See CPP Disabhility Incidence Sudy; the study identifies qualitatively a number of causes which
might account for some unjustified awards in the past (before the revision of the medical
adjudication standards in 1995) among them: (i) use of non-medical criteria, e.g., education levels
attained; (ii) need to reduce a growing inventory of unprocessed applications, (iii) a 1988
administrative decision to recommend benefits to persons 55 years of age and over, if they were not
able to carry on their usual occupation or some closely related work; (iv) the right of applicants to
decline rehabilitation which might have enabled them to undertake gainful employment.

106 1bid, the CPP Disability Incidence Study is careful to note a number of limitations relative to this
comparison, among these: (i) the HALS activity limitations are not the basis for awarding CPPD
benefits and the CPPD definition of disability is more stringent than the HAL S 'severe limitation'
definition according to subject matter experts, (ii) it isapoint in time analysis and is not longitudinal,
-- hence it cannot provide an explanation of the caseload growth over time. The HALS, CPP and
Census data are for only 1991 and reflects only part of the most recent growth trend to 1994, which
this study examines.

107 See Grant Schellenberg, The Road To Retirement, Centre for International Statistics, Canadian
Council on Social Development, Ottawa, 1995, pp. 89-91. While the author indicates that it remains
to be seen whether CPPD is being used as financial bridge to retirement, the dramatic risein
recipients (and applicants) in the just before retirement age category (ages 54-65) for such pensions,
suggest that this may be the case. This study also notes that there is possibly a similar use of
provincial socia assistance (PSA) and Unemployment Insurance benefits for the same reason, given
the high rates and long duration of unemployment among older workers.

108 By economic grants is meant the award of disability pensionsto mildly or moderately disabled
persons for economic reasons such as increased unemployment. Pre-retirement grants would refer to
that category of economic grants directed to those mildly disabled personsin the 60-64 years of age
bracket approaching retirement.

109 This conclusion was based on areview of arandom sample of 523 recent grants which found that
about 3% of grants might have been prevented through a more careful application of the adjudication
guidelines. See CPP Disability Incidence Study: Main Report, p.106.

110 See: CPP Random Review, Disability Operations Division, HRDC, January 5, 1996.

111 Discriminant analysis is a multi-variate technique for the classification of qualitative data or
prediction of membership in aclass or group. The underlying mathematical model is similar to
multiple regression. See: Statistical Package for the Social Sciences Professional Statistics, Release
6.0, 1993.

112 1t should be noted, of course, that actual igibility for CPPD and QPPD is not based on the same
factors as those used to predict eligibility in the above statistical analysis. See: "A Statistical
Comparison of the CPP and QPP Disability Programs Using the 1991 Statistics Canada, Health and
Activities Limitation Survey," Technical Analysis#1 in Experience of the QPP Disability Program,
a Comparison Case for the CPP Disability Program, A Working Paper for the CPPD Evaluation,
March 1996. Also see technical note #4 regarding limitations and reliability.

113 Where adisability response is an indication of adisability for the individual, or having a greater
degree of impairing effect. See Technical Note #2 for details.



114 However, no attempt was made to weight the individual limitations as regards their relevance to
employability, or to gauge the severity of the limitations. Nor was any adjustment made for the
possibility that the 1995 CPPD beneficiaries might feel motivated to report limitations to support
their receipt of benefits, while HALS respondents, not being involved in a program-oriented survey,
would not be subject to the same degree of 'motivation’. Thisis further discussed in Technical Note
#2 and #6 at the end of this report.

115 While CPPD recipients evidenced a mean number of 4.87 disability responsesin 1991, disability
responses increased to 5.97 in 1995. This analysis suggests that the extent of disabilities reported for
CPPD beneficiaries was not lower, but higher in 1995 than in 1991. The two surveys, conducted
somewhat differently, experienced somewhat different types of selection bias among those agreeing
to be surveyed, and an over-representation of those with more severe disabilities for the 1995 survey
than for the 1991 survey (See Technical Note #6). Neither of the samples has been demonstrated to
be an adequately representative sample of CPPD beneficiaries, especially with respect to sub-group
coverage by degree of disability (mild, moderate, severe).

116 It is possible that those persons with similar disabilities to CPPD/QPPD recipients have higher levels
of education and experience than CPPD/QPPD recipients. The reader is also reminded that the
survey definitions of disability differ from those for program eligibility .

117 See administrative audits conducted by the Internal Audit Bureau: Disability Assessment Division
and Appeal Operations (October, 1987); CPP Disability Program: Follow-up Audit (November,
1989); Income Security Audit (draft, February, 1995) and the 1993 Report of the Auditor General.

118 As noted in a companion report to this evaluation, however, important differences exist in
adjudication criteria between the two programs, especially in the areas of the use of vocational
criteriaand the definition of "A prolonged" disability. See: Experience of the QPP Disability
Program, a Comparison Case for the CPP Disability Program, SPR Associates Inc., March 1996.

119 Not al Redesign changes are necessarily positive. The move to regional services, for example, while
positive for client access, is expected to produce challenges for the program in the area of
maintaining equivalent standards of adjudication between regions. In particular, there is concern that
inconsistent standards of adjudication may evolve across regions.

120 The 1995 CPP Random Review, for example, provided a positive assessment of consistency of
administrative procedures for 316 benefits paid out in 1994, but no data on the role of
socio-economic factors in adjudication, or the extent of disability, or any indicators of employability
of applicants. See CPP Random Review, Disability Operations Division, HRDC, January 5, 1996.
Previous random reviews were also carried out in past years (1986, 1989, 1992).

121 CPP Disability Incidence Sudy, Main Report, HRDC, 1995, p.47.

122 CPP Disability Incidence Study Main Report, HRDC, 1995, pp. 14-19.

123 See, CPP Disability Incidence Study, HRDC, 1995. The issue of potential non-applicants who might
prove to be eligible for benefits, were they to apply, was not examined.

124 No information was provided on appeal s that might have been successful against such terminations.

125 See: Presentation of the Canada Pension Plan, National VVocational Rehabilitation Project, Income
Security Programs Branch, HRDC, 1993 and program literature.

126 Although participation in the NVRP is voluntary, vocational rehabilitation is supported by CPPD
regul ations which authorize the program to require beneficiaries to make reasonable efforts to return
to the work force. See Part V Regulations, Sections 69(2) and 70(1).



127 Defined as (i) literacy in one of English, French, or another language provided there is a nearby
ethnic community providing employment opportunitiesin that language; (ii) cognitive ability to
learn new materials. See CPPD Rehabilitation Project, definitions p.5.

128 The detailed findings of this evaluation are set out in An Evaluation of the National VVocational
Rehabilitation Project (Draft Preliminary Report), SPR Associates Inc., August 15, 1996.

129 These number represent estimates of the dollar value of the benefits saved and should very quickly
exceed the $6 million cost of the project. Moreover, these estimates do not include other forms of
savings, such as increased CPP contributions, other revenues such as federal/provincial tax receipts,
or reduced dependence on other income support programs.

130 However, the NVRP has not established any system to measure longer-term employment outcomes
of the project.

131 Such an expert system has already been tested and is operational within the CPPD administration,
but it could use better information about the rehabilitation potential of CPPD beneficiaries.

132 At the present time CPPD benefits are only extended for ajob search period of three months after
completion of the NVRP, compared to nine months in the US system. Also, no partial benefits are
granted for aminimal period to assure some minimal level of earnings, which the US system also
provides. See Socia Security Administration, Report on Rising Cost of Social Security Disability
Insurance Benefits, February, 1996.

133 See: An Examination of the 1995 Statistics Canada Survey of Beneficiaries, aworking paper for the
CPPD evaluation, SPR Associates Inc., March 1996.

134 See: Report on Stakeholders' Views, aworking paper for the CPPD evaluation, SPR Associates Inc.,
January 1996.

135 Fifteenth Actuarial Report on the CPP, Office of the Superintendent of Financial Institutions of
Canada, 1995 (page 3, main findings).

136 These differ from the caseload growth trends in Exhibit 17 because of different cost effectsin
different countries, and the different time periods involved. The Netherlands reported no change in
PDI costs as a percentage of GNP in the period 1980-90.

137 Based on data from Survey of Health Insurance Benefits in Canada, 1990-93; figures were: persons
covered in 1990, 5,080,900, in 1993, 5,253,549; claims paid, $905 million in 1990; $1,212 millionin
1993.

138 |t must be remembered that, in the absence of CPPD, the increase in premiums would be much
greater for LTDI plans providing alow level of benefits (e.g. 40%), than it would be for those
providing a higher level such as 75%, always assuming that CPPD isthe first payer. Thisis because
the CPPD benefits reduce LTDI coststo a proportionately greater extent for those who would receive
lower LTDI benefits.

139 There would also be aminimal GIS effect for senior couples with ayounger disabled spouse in the
60-64 age range, and an even smaller OAS effect for high income disabled persons turning 65 during
the year and subject to the OAS clawback.



140 SIMTAB is amicro-simulation package for analyzing the effects of tax-transfer programs in terms of
the program costs, program interaction effects (at the federal level) and their distributional impacts.
It is a static model and only takes into account the effects of CPPD on provincial and federal income
taxes (and credits), and the costs of other federal programs. It does not take into account the
provincial social benefit programs targeted to the disabled. The Federal disability tax credit was
imputed but not explicitly taken into account. The CPPD/ QPPD benefit was examined for only
1996. The CPPD child benefit was not included in these simulations because of limited datain the
1992 Survey of Consumer Finances (SCF) data base employed for these estimations. This SCF data
base was supplemented by other data bases, e.g. Statistics Canada 1991 Census, Consumer
Expenditure, Revenue Canada " Green Book" and program data. SPA showed the greatest federal
program savings; the GIS savings arise via family income effects from filing of joint returns when
one of the spouse is over 64.
The number of CPPD/QPPD recipients reflects a 1992 usage rate of disability benefits, since the data
for these simulations were based on the 1992 Consumer Finance Survey. Consequently the aggregate
number of 1996 recipients generated by the SIMTAB model only reflect population growth from
1992 onwards, and are somewhat under-estimated. The 1996 pay-as-you-go (PAY GO) rate as set out
in the Canada Pension Plant Fifteenth Actuarial Report (February, 1995), page 9 was 7.85%, of
which the disability-related expense accounts for 1.46%. This proportion (1.46/7.85 = .186) was
applied to the 1996 actual contribution rate in order to reduce the rate for the purposes of estimating
the credit in the income tax system related to contributions for CPP disability benefits only. Thus the
estimated contribution rate relating to the disability benefit was 1.04% out of the total 5.6% rate for
1996, and equal to the disability-related expense component of the PAY GO rate in 1996.

141 A credit on the disability portion of the non-refundable credit for CPP/QPP contributions.

142 See: Slater, David, Reforming Canada's Retirement |ncome System, Canadian Business Economics,
Fall 1995, pp. 47-58.

143 See footnote 102.

144 Canada Pension Plan Fifteenth Annual Report, Office of the Superintendent of Financial
Institutions, February 1995.

145 The QPPD has been apparently effective in maintaining the modest scope of the QPPD program (e.g.
as reflected in the historically stricter contribution requirements) and in the enshrinement of the
pre-retirement focus of the program in legislation following its 1984 |egidlative amendment.

146 For example, emulating some historical aspects of the Quebec program model might be regarded as
undesirable from the point of view of socia equity.

147 1t might not necessarily be more cost-effective for CPPD in isolation , if itsrole was "A first payer"
in such a system.

148 While the objective would be to have each disabled person dealing with one income replacement
body, it should be noted that even areformed system of program linkages may result in some cases,
where for various administrative reasons, beneficiaries would receive benefits from more than one
program. These could result where different program criteria cannot be harmonized, for example, if
the difference were to persist between WCBs and CPPD, as regards recognition of partial disability.
Even Quebec has afair proportion of multi-benefit beneficiaries (See Exhibit 16).

149 For example, identifying the relative contribution of different factors (quality of information
available, use of criteria, etc.) to any erroneous decisions to either approve or deny applications for
benefits.




150 Adjudicating retroactive applications from individuals previously disabled, requiring assessment of
historical facts of cases.

151 See, for example, administrative audits conducted by the Internal Audit Bureau, HRDC: Disability
Assessment Division and Appeal Operations (October, 1987); CPP Disability Program: Follow-up
Audit (November, 1989); Income Security Audit (draft, February, 1995); and the 1993 Report by the
Auditor General.

152 However, since April 1993, there has been an increase in the proportion of first level ('level 81')
appeal s being denied, hence a decrease in the proportion of reversals of first level adjudication
decisions (‘Initials). See, Canada Pension Plan Disability Benefits Caseload Analysis (draft), June,
1996.

153 The current priority strategy, for example, focusing on those who are working, may simply be
accel erating overpayments recoveries, if those persons would, for the most part “go off* CPPD
eventualy in any case.

154 Such changes might be documented and codified as, for example, has been done by the Office of
Disability, U.S. Social Security Administration in its Red Book on Work Incentives. A Summary
Guide to Social Security and Supplemental Security Income Work Incentives for People with
Disabilities, August, 1994.

155 To the extent that recent changes in CPPD incorporate these types of initiatives, they should be made
permanent in CPPD.

156 See: "A Statistical Comparison of the CPP and QPP Disability Programs Using the 1991 Statistics
Canada, Health and Activities Limitation Survey," Technical Analysis #1 in Experience of the QPP
Disability Program, a Comparison Case for the CPP Disability Program, A Working Paper for the
CPPD Evaluation, March 1996.

157 As outlined by Slater, it would be desirable to move towards fuller funding of the CPP to provide for
necessary costs of CPPD and more particularly, the CPP retirement program. See: Slater, David,
Reforming Canada's Retirement |ncome System, Canadian Business Economics, Fall 1995, pp.
47-58.

158 The disability component of the Entry-Age Normal (EAN) cost of 10.50% of pensionable earnings
quoted in the Fifteenth Actuarial Report on the CPP is 1.65% of pensionable earnings. J. Bruce
MacDonald, An Actuarial Monograph on the Canada Pension Plan, p.35. The EAN rateisthe
lifetime contribution rate paid by a generation (cohort) which, together with the accrued interest,
would generate revenues just sufficient to fund that generation's benefits.

159 The CPPD cost experience for 1995 and 1996 is estimated to be well under these corresponding cost
projections in the CPP Fifteenth Actuarial Report.

160 There have been no proposals to modify the disability costing component of CPP (see An
Information Paper for Consultations on the CPP released by Federal/Provincia/Territorial
governments of Canada, February, 1996).

161 Earnings in excess of $8,850 (about 25% of the average industrial wage) in 1996 would require
strong medical evidence that such a CPPD recipient continuesto be eligible for CPPD. Earningsin
excess of $17,700 (50% o the average industrial wage) in 1996 would suggest that such a CPPD
recipient has the capacity to work at a 'substantially gainful employment’, and would disqualify such
a beneficiary for CPPD. See Section 4.6.1, Policy Directive 04\95-CPP-03, Income Security
programs, HRDC, September 30, 1995.




162 Under the current plan there are combination disability/survivor benefits.
163 Thisinformation is already regularly available to QPPD, through Revenue Quebec.

164 Any further research into the role of different causesin the change in CPPD caseload growth (e.g.,
legidlative, economic cycle, demographic) should also incorporate the cumulative and lagged effects
of such changes).

165 Draft Terms of Reference, Monitoring the Consistent Application of the Canada Pension Plan(CPP)
Disability (DSB) Guidelines, Income Security Programs, HRDC, June 1993.

166 1bid, p.4.

167 See: "A Statistical Comparison of the CPP and QPP Disability Programs Using the 1991 Statistics
Canada, Health and Activities Limitation Survey," Technical Analysis #1 in Experience of the QPP
Disability Program, a Comparison Case for the CPP Disability Program, A Working Paper for the
CPPD Evaluation, March, 1996.

168 This simulation is based on the assumption that, if those individuals were unemployed or in need of
income support, and applied to CPPD or QPPD, and if their disability status and related factors were
similar to others granted CPPD or QPPD benefits, they would be granted benefits. See: A Statistical
Comparison of the CPP and QPP Disability Programs Using the 1991 Statistics Canada Health and
Activities Limitation Survey, SPR Associates, March, 1996. Technical Analysis#1 in Experience of
the QPP Disability Program, a Comparison Case for the CPP Disability Program, A Working Paper
for the CPPD Evaluation

169 Interestingly, these numbers suggest an upper limit on CPPD enrollment, which in this 1991 analysis
would have been estimated at about 416,000. If thisis areasonable estimate, and if disability rates
have only increased dlightly in the period 1991-95 (see below), then this may mean that the 1991-94
run-up in incidence (now at a caseload of about 300,000) has penetrated the potentially eligible
population in a substantial way, such that the rate of increase in CPPD caseload may be far lessin
1995 onwards, than in 1991-94. This would be consistent with the lower rates of CPPD casel oad
increases seen in 1995 and 1996. From a cautious point of view, however, it seems safer to assume
that increasing caseload trends at CPPD may continue, unless measures are taken to control program
enrollments and costs.

170 See, for example, Coudroglou and Poole (1984), Percy (1989), Pinet (1990).

171 By a"quasi-experiment” is meant a mathematical or computer simulation of a situation which cannot
readily exist in the real world, or in a specific time frame. For example, CPPD applicants cannot be
adjudicated by QPPD criteriain the rea world, but a simulation or "quasi-experiment” may tell us
what the result would look like if they were. Various types of simulations are possible, of which this
HALS analysisis one. Another type of simulation would be a"live" file cross-adjudication, with
QPPD and CPPD criteria applied by QPPD and CPPD adjudicators each to applicants of the other
program.

172 These figures exclude those for which there was not enough information to measure severity level. If
these 'missing cases' are included, 6.8 % have amild disability, 34.8% have a moderate disability,
55.6% have a severe disability, and 2.8 % are missing cases.

173 HAL S respondents were asked if they received either CPPD or QPPD benefits. There was no way to
separate out CPPD from QPPD directly in this survey. But it is reasonable to assume that the vast
majority of those collecting either CPPD or QPPD outside Quebec, were actually collecting CPPD,
and the vast mgjority collecting such benefits in Quebec were actually collecting QPPD.



174 See Gail Fawcett, Report #1, Evaluation of the Severity Index Constructed for the CPP Disability
Beneficiaries Survey, 1995, May 1996 (unpublished).

175 See Gail Fawcett, Report #2, Overall Analysis of Data Quality of the CPP Disability Beneficiaries
Survey, 1995, May 1996 (unpublished).

176 See: A Labour Market Analysis of CPP Disability Claimants, aworking paper for the CPPD
Evaluation, Abt Associates, January 1996.

177 The Disability Tax Credit is claimed by those "with a severe mental or physical impairment which
markedly restricts basic activities of daily living and which is prolonged, that is, has lasted or is
expected to last for a continuous period of at least 12 months'. See, Special Income Tax Guide,
Revenue Canada, 1995.

178 Commentaires et observations (Etude comparative des dossiers RPC/RRQ du 27 mai au 7 juin 1996)
par Roger Dorion et Claude Sarra-Bournet, Régime de rentes du Québec.

179" Grants 60+": grants to persons 60 years and over; the QPPD physicians used the QPP criteria
related to whether the individual could do hisjob rather than any job.

180" A More research” : these were files where the QPPD physicians could not make a decision without
obtaining additional information.



