Disability Insurance: Program Issues and Research

Monthly benefits to replace wncome lost because
of disabulity hare been payable under the Socwal
Security Act sinoe 1956 In recent years, the dis-
ability insurance program has Deen growing faster
than anticipated Benefit payments wm 1975 were
more than § 5 limeg hagher than they were 1n 1966
The number of persons receiving these benefits rose
from 19 million to 4 4§ mullion in the same period
Attention has thus been focused on the operairon
and admunsiration of the program This artiwcle
outhines the dimensions of work disabilty w the
Uniled Stetes and summarwzes the characteristics
of the 15 6 million adulis aged 206} in the cwilan
nomnstitnbionalized population in 1972 with some
limitatton in the amount or Rnd of work they
eould do

The DI program growilh has manifcsted itgelf
by increagses wn the number and rate of dwsabihily
apphcations, ¢ rise in the number of persong re-
questing reconsideration ond hearings, and o de-
cline tn the number and proportion of benejfits being
termanated as @ result of recovery, return to work,
or rehabilitation Research has hghlhighted several
major canses underlymg program growth Changes
in economic conditions, awareness of progrem, and
ativudes toward the program, changes in program
provigions, mceluding the broader defimtion of dis-
ability and higher benefit levels, changes . pro-
gram adminwstretion, parhicularly the applhication
of the criteria for determuning the emstence of
dusability, and changes wn the incidence of dis-
abnlity

CASII BENEFITS to replace mcome lost as a
result of disability have now been payable unde:
the social security program for 20 years Be-
ginming 1 1956, the disability insurance (DI)
program began providing benefits for disabled
workers aged 50 or over and for dependent dis-
abled children aged 18 or over who became dis-
abled before reaching age 18 In 1058, benefits
were added for dependents of disabled workers
and, 1n 1960, protection was extended to all dis-
abled workers regardless of age

To qualify for benefits, workers disabled after
age 30 must have worked in covered employment
for at least 5§ of the 10 years immediately pre-
cedmg the onset of disability Progressively fewer
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years of coverage are required for younger work-
ers, but the mmimum 15 a year and a half To
be deemed disabled under the program, workers
must be unable to engage 1n any substantial gain-
ful actavity by reason of a medically determimable
physical or mental impairment that has lasted
or can be expected to last for at least 12 months
or to result 1n death

The number of beneficiaries and total expendi-
tures under the DI program have grown signifi-
cantly since 1%66, when the last major hberal:-
zation of the disabihity definition took effect
During the period 1966-75, the number of persons
receiving DI benefits mereased more than 230
percent, rising from 19 million to 44 milhon
A decade ago, DI benefit payments of all types
amounted to $1 8 lillion By 1975, this figure had
risen more than four and a half times, to $84
billion

These mcreases have generated a number of
concerns about the DI program during recent
years This article focuses on many of the major
questions that have been raised and also describes
how the Social Security Administration’s dis-
ability research effort 1s attempting to provide
answers

The discussion 1s organized around the two
major focal points of the disability research
program (1) delineation of the dimensions of
disabihty within the total population, and (2)
analysis related to the program 1itself The major
thrust of this article 1s a discussion of the latter
topic simnce the next article in this issue deals
extensively with the former Nevertheless, it is
necessary to outlme briefly the dimensions of
disability as currently perceived, smce they affect
and 1n some nstances dictate the content of the
other area of research

DIMENSIONS OF DISABILITY

This area focuses on defining and describmng
the broad setting in which the DI program oper-
ates Its objective 1s to answer certain basic ques-
tions, such as How many disabled persons are
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there mn the United States? Who and what kind
of people are they? What happens to those who
have become disabled? What 1s the cost of dis-
ability to the individual, his family, and society ?
What mpact does disability have on work ex-
perience, labor-force participation, and 1ncome?
What are the income sources of the disabled and
how much does social security disabihty imsur-
ance contribute? The answers to these questions
can provide an msight into the magnritude of dis-
ability, its ramifications to society, and the role
of disability insurance in ameliorating the eco-
nomic effects of disability

Since much of the desired information 1s not
avallable from other sources, the Division of
Disability Studies of the Office of Research and
Statistics has been gathering detailed statistics
by means of household interviews Two major
surveys of this type have been conducted 1n the
past 10 years—one 1n 1966 ! and the most recent
m 1972

In 1969, there was a followup survey mvolving
persons who reported less than 10 years of dis-
ability when mterviewed for the 1966 survey
A year later, in the 1970 Decennial Census, a
S-percent sample of persons aged 18-64 was
asked a question on work-related health condi-
tions The Bureau of the Census approach re-
sembled the Social Security Administration sur-
veys 1 that the defimtion of disability was based
on self-perception It differed, however, m that
a mail questionnaire was used and because health
status was not a major 1ssue 1n the question-
natre *

The sample for the 1972 survey was a stratified
sample of persons who identified themselves as
disabled or not disabled n the 1970 Census In
1974, a followup survey of the respondents to
the 1972 survey was conducted

In 1972, according to the survey, a total of
166 million persons, or 146 percent of the
civilian noninstitutionalized population aged 20—
64, had some work-related disability Of these,
77 million were severely disabled, 35 mlhon
were occupationally disabled, and the remaining

! For the results of that survey, see Reports Nos 1-24
from the Social Security Survey of the Ihsabled 1966,
Office of Research and Statistics, 1967-74

*For estimates based on the Census question, see
Bureau of the Census, 1970 Cenaus of Population, Subject
Reports Persong with Work Diwsabilsty (Thunal Report
PC(2)-8C), January 1973
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4 4 mihon had secondary work limitations (they
were able to work regularly but were limited 1n
the type or amount of work they could do}

Among the severely disabled, 538 million re-
ported that they were unable to work at all and
24 milhion said that they were unable to work
regularly Since the severely disabled constitute
the pool of potential beneficiaries, this group 1s
referred to exclusively i the following discus-
sion, unless otherwise specified
+ Older people, women, persons with hmited edu-
cation, and blacks were represented among the
disabled in greater numbers than in the popu-
lation as a whole (table 1) Analysis of data
from the 1970 Decennial Census 5-percent sample
reveals that, even after standardizing for age,
educational attainment 1s associated with lower
levels of disability and 1t alse 1s an important
factor i explaining racial differences 1n the pro-
portion of the population that 1s disabled
Standardizing for age and education simultane-
ously explains 63 percent of the racial differences
for men and 28 percent of these differences for
women * Disabled workers were concentrated in
the lowest status and lowest-paying occupations,
representing a tenth of all workers but a sixth
of laborers, farm workers, and service workers
{including more than a third of all private house-
hold workers)

At the time of the survey, 74 percent of the
nondisabled population, 43 percent of all disabled
persons, and 14 percent of the severely disabled
were employed The nondisabled who were em-
ployed averaged 41 hours of work weekly, com-
pared with 26 hours for the severely disabled and
368 hours for the occupationally disabled As a
result of short workweeks and intermittent em-
ployment, the disabled had much lower earnmings
than did the nondisabled Ameong those with
earnings 1 1971, median annual earnings for
the severely disabled were approximately one-
third those of the nondisabled—$2,311 and $6,918,
respectively (table 2)

Disability reduces mncome less than it does
earnings because the former may include pay-
ments under various forms of pubhe income mam-
tenance and the earnings of other family mem-
bers The more severe the disability, of course, the

®*See Mordechai F Lando, “The Interaction Between
ITealth and KEducation,” Social Security RBulletin, De-
cember 1975, pages 16-23

SOCIAL SECURITY



TapLE 1 —S8elected demographic characteriaties of disabled and nondisabled persons aged 20-64, by disabihity status, 1972

Disabled in 1972 Neondisablad
Selected characteristics
Total . Oceups Becondary Total 4 Never
Total evere tional limvivt(;rtli{ons ota Recovers disablsd
Total nymber . . . .. - . - . . 106,268 15,550 7,717 3 413 4,360 90 718 $,228 £1,490
Total percent fe e e - e 100 0 100 0 100 0 1009 100 0 100 0 100 0 100 0
Sex
Men.. ... . . . = s o aa - P, 47 4 45 2 386 8 3 49 2 47 8 60 0 47 8
Women. - e v memem e 4 we mem meea 62 6 548 (I 44 7 i 8 522 WO 924
Ruce
White .. = o0 - - . ¢ = o cs smame= == == ae 88 9 85 2 828 86 3 88 7 80 5 80 3 89 4
Black .. .. . - . . 2 sas o ae e mwem - o 96 1368 159 129 101 89 87 a9
Other .. . - . . - 4 & = o oo 2o s ev =n e - 11 8 10 7 4 12 8 12
Notroported . .. . - e 0 son an o o= =- . 5 4 3 1 8 5 1 5
Age
-1 T A o 292 192 12 0 19 7 319 428 333 43 8
3549 .. - _ e ma = = e ece e omea = . 318 a0 26 3 347 32 8 321 327 320
60-59 . .. . en eees h e ome eme = mmEm oaa 207 3l 2 34 2 ai 22 6 189 258 181
6064 . - frm - mm sa m At e ee = e = me wm 82 19 5 2746 139 97 63 82 61
Moeodian age e s amme cee _— = e e 40 &0 52 48 44 38 42 35
Education
Lesa than B years (including pone). . .. .. - .. . § 4 21 6 28 4 178 137 61 6 4 80
8Fears u. . .. . aew e a e me we mm ems oae - 75 12 3 155 160 88 67 100 63
Some highschool ... - . cee - o0 & ww = ea o 1h 3 21 2 22 9 2140 18 2 15 6 174 15 3
Highsehool .. ... . creceem on & o eimee = - s 3% 9 29 6 23 6 3l 3 387 417 41 5 417
College._ . e e em e ames e e wm omm e 26 ¢ 14 2 g4 13 6 197 29 1 233 298
Not reported .. . . e e e wm we me mm mmmman 9 g 10 3 11 9 14 ]

Source Soclal Becurity Administration, 1972 Survey of Disabled and Nondisabled Adults

greater the reduction 1n inmcome Median unit
mcome m 1971 for the nondisabled and the
severely disabled was $10,700 and $4,400, respec-
tively (table 3) ¢

Disability msurance benefits played a signifi-
cant role as an imncome source Severely disabled
persons who were DI beneficiaries had median
unit mcomes of $5,140, a figure 17 percent higher
than the median for all severely disabled persons
Their median benefits were approximately $1,830,
or 36 percent of their total unit income Severely
disabled men who were beneficiaries had median
unit incomes of $5,300, compared with $4,600 for
all severely disabled men Median DI benefits,
for those men receving them, amounted to $2,000,
or 38 percent of their median unit mcome

How do the numerical estimates of the severely
disabled obtamed from the surveys compare with
beneficiary counts from program records?t The
1966 survey estimated the number of severely
disabled persons at 61 rmlhon, and this figure
rose to 7 7 million m the 1972 survey—an 1mcrease
of 26 percent In 1966, an average of 11 million

4The unit is defined as the disabled or nondisabled

respondent, the respondent’s spouse, and all children
under age 18
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disabled adults * were receiving DI benefits, com-
pared with 2 million m 1972—an mcrease of 94
percent

More closely parallel growth rates can be found
by comparing the number of severely disabled
men who reported mability to work at all with
the number of adult men beneficiaries under the
DI program® For this group, the 1972 survey
data refer to persons aged 20-64 while the 1966
data are for persons aged 18-64 The 1972 pro-
gram estimates are overstated in relation to the
1966 program estimates but are better matches to
the 1972 survey data The program data for
1972 melude disabled widowers, for whom no com-
parable 1966 estimate 13 available since they were
not covered at that time More young people
are included 1n the 1972 program data since the
insured-for-disability requirement was liberalized
for persons under age 31 by the 1967 amendments
Program data for both years are understated to

5 This figure represents an average of the numbers of
disabled worker and disabled child beneficlaries at the
end of 1965 and 1966

*Women were omitted since more of them lack the
required 20 quarters of work experience during the 10
years immediately preceding the onset of disability



the extent that 1t was not possible to obtain counts
of disabled male children

This tabulation shows that, although the DI
program appears to have covered more of the

Disabled men unable to work at all
Disabled
Survey year Survey Disabled worker
population| worker |beneficiaries
(in thou |beneficlaries as &
sands) (in thon percent
sands) of survey
pepulsation
1966 - . - 1 613 m 471 8
1972 . 2,304 1237 57
Percent of disability insurance pro
gram growih. . . 42 8 60 4 .

disabled male population m 1972 than i 1966,
almost half of the men in the survey who re-
ported that they were unable to work were not
rece1ving benefits Considering the growth in the
program that has recently been demonstrated,
however, a greater proportion of the disabled
population may ultunately be receiving benefits
One mdication of this growmg coverage 1s the
fact that the proportion of severely disabled men
{(including those who could work mtermittently)
receiving disabled-worker benefits rose from 26 6
percent to 33 4 percent between 1966 and 1972

PROGRAM OPERATIONS AND ISSUES

Program Growth

The raprd growth of disability msurance dur-
Ing recent years 1s the major program issue The
number of DI benefictaries has increased dra-
matically-~from 2 5 million 1n 1969 to 4 4 million
m 1975—and the aggregate amount of these
expenditures has risen even more—from $25
billron 1n 1969 to $84 billion n 1975

Despite the magnitude of these benefits, they
account for but a small proportion of the total
payments and services recerved by the disabled
A recent study Iists more than 85 public and pri-
vate programs providing aid by means of trans-
fer payments (cash benefits and 1income support),
medical care and assistance, and services such as
vocational rehabilitation Expenditures in 1973
under the 30 programs mvolving transfer pay-

&

ments amounted to $36 billion, of which about 15
percent represented DI benefits?

The growth m the DI program has manifested
itself m a pumber of ways There have been
ncreases 1n benefit payments and the number of
beneficiaries on the rolls, a rise 11 the number
and rate of disabihity applications, a significant
Increase 1 the number of persons requestmg re-
consideration and hearings and having their dis-
ability allowed as a result, and a reduction in
the number and proportion of DI benefits being
terminated as a result of recovery, return to work,
or rehabilitation

Much of the recent growth in DI benefit pay-
ments can be traced to the statutory increases mn
benefit levels and maximum taxable earnings and
15 shared by the old-age and survivors msurance
(OAST) program® While OASI benefit pay-
ments 1ncreased by 142 percent over the period
1969-75, DI benefits rose by 236 percent The
number of disabled workers receiving benefits
went from 14 million m December 1969 to 25
million 1n December 1975 This rise of nearly
four-fifths took place during a period m which
the number of people msured for disability in-
creased by less than two-fifths—from 71 2 milhon
to 84 5 mlhion

New DI awards rose from 845,000 in 1969 to
592,000 m 1975, an ncrease of 72 percent This
upsurge 1n awards can result from three causes
(1) more applications bemng filed, (2) a higher
proportion of applications bemg allowed mitially,
and (3) more benefit allowances generated at the
reconsideration and hearing levels Studies show
that the initial allewance rate has not increased
(table 4) Available data reveal that most of
the growth has resulted from an merease 1n mitial
applications and that the remainder 1s traceable
to allowances at the secondary and tertiary levels

T See An Evaluation of the Structure and Funections of
Disability Programs, Year I Summary Report, Bureau
of Economic Research, Rutgers Unlversity, 1975

® Benefit levels rose by approximately 15 percent in
January 1970, 10 percent In January 1971, 20 percent in
September 1972, and 11 percent in June 1974 Beginning
in 1975, benefits have been increased automatically on
July 1 if the Consumer Price Index has risen by 3
percent or more during a base period This provision led
to an B percent Increase in Tuly 1975 and a 64-percent
rise in July 1976 Maximum taxable earnings went from
$7,800 to $9,000 in 1972, to $10,800 in 1973, and reached
$13,200 in 1974 Since then, the amount bas been subject
to automatic provisions applicable when benefits increase
The 1975 level was $14,100 and in 1976 it became $15,300
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of consideration—through reconsiderations and
hearings

Applications for disabled-worker benefits re-
cetved m district offices show a strong upward
trend for the entire period A large mcrease m
1968 (26 percent) was associated with the hiberali-
zation of the insured-status requirements for
younger persons ® The 1969-74 period was one of
rapid growth (77 percent) with the biggest yearly
gain (25 percent) 1 1974 doubtless linked to the
beginning of the supplemental security income
(SSI) program (title XVT of the Socal Security
Act) The medical requirements for participation
1n supplemental security income are the same as
those for disability income (title IT), and the
federalization of aid to the permanently and
totally disabled caused a very sharp merease in
applications 1n 1974, particularly during the first
quarter of the year The number of applcations
m 1975 was 4 percent below the 1974 level but les
on the trend Ime for the earlier years

Between 1969 and 1975, initial determinations
rose from 687,000 to 1,227,000-—an 1ncrease of 79
percent Initial allowances, however, grew at a
considerably lower rate (60 percent) since the
percent allowed dropped during the period from
44 8 percent to 40 ¢ percent The data mmdicate a
negative correlation between the number of appl-
cations or mnitial determinations and the propor-
tion of determinations that result in benefit
allowances The simple correlation of the propor-
tion allowed to applications 1s —0 87, the correla-
tion to mitial determinations 1s —089 In other
words, the proportion allowed decreases as initial
determmations ncrease It appears that as appli-
cations grow the number of technical demials—
those arising from a lack of 1nsured status—
grow more rapidly With technieal denials ex-
cluded, imitial substantive determmations rose
from 558,000 to 995,000 (78 percent) and the
percentage allowed dropped from 55 percent to
49 percent

The biggest relative merease came from allow-
ances on the secondary and tertiary stages Allow-

*In lieu of the regular requirement of 20 quarters of
covered employment during the preceding 10 years, work-
ers disabled before age 31 need coverage in only half
the quarters between attainment of age 21 and the onset
of dizability, workers disabled before age 24 need cov-
erage in half the quarters in the 8 years ending with the
quarier in which disablement occurs In both cases, a
minimum of 6 quarters of coverage is required
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ances upon reconsideration in 1975 rose to 73,000,
two and a third times the 1969 level, and those
resulting from hearings, appeals, council actions,
and court decisions rose to 38,000, or triple the
1969 rate As a result, imitial allowances repre-
sented 82 percent of all allowances i 1974, com-
pared with 87 percent m 1969

As chart 1 shows, an exchange seems to have
occurred during the past decade between rmitial

TaeLe 2 —Selected labor-force characteristics, by disability
status and sex, 1972

Disabled in 1972

Non-
Belected Bee-
characteristics Total Occu fondary a%il:i
Total [Severs| pa- | work
tional limita
tions

Total

Current labor-force atatus

Total number (in thou

sands) . . - 106 268( 15 550 7,%17] 3,473 4,360) 80,718

Total percent ! 100 0| 100 0] 100 O] 104 0| 100 O] 2000
Not in labor force . - 268 519 818 222 227 228
Inlaborteree _.. - . . 20| 476 174 778 T N2

Employsdl, ... .. .| 692 429 M40 714 1s 77
Fulltime ... . 561 203 57 450 587 808
Part time - 122 131 81 256 122 120

Unemployed . . - 37 46 34 64 5 2 35

Ocerpation
Total number (in thou
sands). . .. _ 173558 6677 1,070 2,4807 8,115] 66 BEO

Total percent L. 100 0] 100 0| 100 0| 100 ¢ 100 O] 100 C
Professionals and manager{al 271 107 W4 185 206 278
Clerical and sales .. 235 194 184 194 197 240
Craftsmen and foremen. .. 134 104 110 78 123 137
Operatives. . .. . 166 194 11y 211 208 181
Farmers . 29 71 1368 8 9 51 25
Bervice (laborers and private

household) .- 159 233 257 255 207 150

Weekly rate of pay

Total number (in thou

sands).. . . 73 558 6 677| 1,079 2,480 3 118| 66,880
Total pereant.... .-) 1000, 1000 1000¢{ 1000 1000 100 ¢
Less than $50 I T w7 8y 21 84 740
50-08 . P 1720 204 191 2086 206 169
100-199 . - - 418 357 143 839 448 419
200 or more - - 2768 178 1161 143 217 287
Not reported . . . 59 88 227 82 45 58
Median rate . . .- [ 277100 911 $06|  #106| 8182 RI47

1971 work sxperience

Total dgumber (in thou-~

san - - . [108,268| 15,550 7,717| 3,473 4 B60{ 00,718

Total percent 1 . 100 0( 100 0| 1000 1000 100 O} 1000
Not employed... . - 244 458 e9B5 211 23K 207
Employed .. - - 755 541 203 788l Y65 701

Full time, 50-52 weeka .. 46 4| 227 54 877 415 G604
Full time 26-49 weeks... 121 1189 68 47 18 121
Part time, 26 weekas or more g1 81 88 142 59 g1
Intermittent employment 87 93 100 93 81 68
Not reported . . 22 20 18 30 20 22
1971 median earnings for
those with earnings__. _ | 85 68| 84,452, 22 311 8} 74| #5,851) 8¢ 018

Bee footnotes at end of table



TapLe 2 —8elected labor-force characteristics, by dwability
status and sex, 1972—Conttnued

TasLE 2 —Belected labor-force charactensties, by disability
status and sex, 1972—Confinued

L

Disabled in 1972 Disabled in 1972
Selected gec | Non Belected gee | Non
characteristios Total Ocen [ondary] a%%id ¢eharacteristics Total Ocen [ondary dis-d
Total [Severe| pa | work Totsl [Severe] pa- | work | 3P1®
tional |limita tional (limita-
tions tions
Men ‘Women
Current lnbor foree statur Current lebor force stalus
Total number (in thou Total number (in thou
sands) _ . 50 414 7 030 2,972 1919 2 145] 43 377 sands) 65 854 8 514 4 745| 1,554 2,215] 47 M1
Total percent ! ., 1000 1000 100 0] 1000/ 100 0| 1000 Total percent ! .- 1000 1000 1000 1004 1000 1000
Not in labor force . . 69 350 752 52 58 23 Not in labor force . 449 650, B59[ 430 800 a1
In laber force - - 929 645 238 947 940 975 In labor fores 64 8 324 134 569 oG00O 587
Employed? . 90 598 21 89 1 86 4 950 Employed ! - 50 4 29 2 95 498 571 5 2
Fulltime ... . WY 471 17 638 T59 8486 Fuli time._ - 3B 14T 20| 145 420 387
Parttims._. . . 92 117 92 183 43 89 Part time . 149 142 74 343 149 151
Unemployed ... 28 5 0 2 8 5 6 75 25 Unemployed 4 4 42 38 73 29 45
Occupalion Gecupation
Total number {in thou- Total number (In thou
sands) __ . 45,306] 4 190 826 1 710] 1 854 41 205 sands) . 28 162| 2,487 453 70| 1,264| 25,675
Total percent ! 100 0] 100 0] 100 0] 1000 100 O 100 Total percant? . .| 1000] 1000 100 0| 100 O| 100 @] 100 O
Professional and managerial 313 220 259 209 216 322 Professional and managerial 206 157 104 134 1921 211
Clerical and sales .- 120 146 10 6 163 145 ni Clerleal and sales 422 279 220 264| 273 436
Craftsmen and foremen_ 209 163 189 111 202 2t4 Craftsmen and foremen ... 14 5 5 8 15
Operatives .. . 176 198 116 247 179 17 4 Operatives 45 189 118 131 250 1490
Farmers - e ea 39 03 187 75 78 33 Farmers . . 13 a3 42 56 9 11
Bervice (laborers and private Bervice (laborers and private
honsehold) cee - . 134} 175 40 191 171 130 household) 196( 3830 423 306 259 183
Weekly rate of pay Weekly rate of pay
Total number {in thou Total number (In thou-
sandsy .. . .. . 45 305 4,190] 626 1 710 1 BS4| 41 205 sands) 28,162 2,487 453 770 1,264] 25 675
Total percent ! _ | . 100 6f 1000 100 0] W0 0F 100 O 1000 Total percent ! 1000 1000] 1000/ 1000( 1000 2000
Less than $50 P, 235 868 178 120 22 19 Less than $50 . . 169 330 523 476 172 153
50-99 - - - - 81 143 156 176 108 78 B50-09 - 318 307 240 274 351 319
100-199 . - e e oee 420 417 182 438 476/ 420 100-199 W04 261 88 118 411 418
200 ormnore . . .- 410/ 259 180 202 335 424 200 or more . 61 2 9 13 12 44 a4
Not reported . A 6 5 07 203 8 5 a0 62 Not reported .- 4 8 74 134 120 2 4 46
Medlan rate, . . 3186 8148 ar06) #1835 &I¥I| 8189 Median rate .. 298 $63) 30 846 LTI H
1871 work experience 1871 work experience
Totsl number {in then- Total number (In thou-
sands) __. . 60 414| 7,036 2 972 1 910p 2 145 43 377 sands} .. - 553,854/ 8 6I4{ 4 745 1,554 2,215 47 341
Total percent 1 .-} 1000 1000 100 0] 100 0 100 O] 1000 Total percent! . . 100 0 1000 100 O 1000 1000 1000
Not employed . - .- 68 277 561 72 &5 28 Not employed . . 411 608 7791 as1l a0l 3rs
Employed...._ ee - 940 722 437 928 935 97 Employed_ - 6B8l B29% 220 619 600 623
Full time, 50-52 weeks __.,| 677 856 00 540 &6 20 Full time, 650-52 woeks _ 21y 121 25 176 289 209
Full time, 26-49 weeks... 145 102 138 220 243 137 Fulltime 26-49 weeks 88 519 2 4 58 135 1086
Part time 26 weeks or more 42 57 55 8 0 a7 40 Part time, 26 weeks or more 116 1w01 T2 218 B0 119
Intermittent employment 48 91 120 54 8 4 4] Intermittent employment 8 5 95 88 122 78 83
Not reported .. 28 26 23 3 4 24 28 Not reported _ 186 16 1 2| 25 17 17
1971 median earnings for 1971 median earnings for
those with earnings ... | &9 088 #6,2380| $2,607| #6 390| #7,802| 89 879 those with earnings.... | 4,061 #2 397( $1,206| &1 540) 83 B45| #; 245

8es footnotes at end of table

allowances and allowances at varicus levels of
further consideration The growth i the propor-
tion of persons denied at the mitial level appar-
“ently was accompanied by an increase 1n awards
at the secondary and tertiary levels Nearly one-
fifth of all allowances result from these proce-

dures

The number of people leaving the DI benefit
rolls has decreased both absolutely and relatively

¥ Includes those not reporting on employment or cccupation

Bource See table 1

The major reasons for leaving the rolls are attamn-
ment of age 65 (44 percent of the total in calendar
year 1974) and death (42 percent) Only a small
proportion (11 percent) report recovery Even in
absolute terms, fewer people left the rolls as a
result of recovery mn 1974 (36,000) than m 1969
(88,000) The termimation rate, crudely calcu-
lIated as the number of beneficiaries leaving the
rolls m a given calendar yeir as a proportion

SOCIAL SECURITY
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TastE 3 —Unit income characteristics, by disability status,
1972

Disabled in 1072
Non
Marital status and Bec .
source of ncome Total Oceu- [ondary 8%1;‘1
Total [Severe] pa- | work
tional [imita-
tions
Total number (in
thousanda) 100 268; 15 550 7,717| & 473] 4 300/ 90,718
Y Median unit income
Total_ .. ..|810,160| $6,420] $4 880 57.688| $0,045/$10 878
Married men . - L 11,768 8 235 6 OB4| 9,054[ 10,840 12,157
Married women _. . 11 256| 8 869 7,144 9,351] 10,611| 11,573
Nonmarried men - . 5567 2,880 1032 4590 4039 6201
Nonmarried wemen . 3 9350 2178 1,666) 3,205 3,041 4,452
Pereent with unit Income below poverty level
Total ... .. .. . :llsl 258[ 874 149 W47 o3
Married men . .- 638 17 262 134 T7 48
Married women .- 71 1486 210 79 77 59
Nonmarried men., _ . .. . 245 437 625 181 337 204
Nonmatried womnen - 834 G50/ 668 378 9 281
come from source
Earnlngs, . .. c.e- - pogl o288 933
Public income maintenane
PrOgrams . .. . .- - 354 207 189
Bocelal seenrity ... .. . 113 @3 49
Veterans’ payments _ _ _ 81 77 48
Government pensions . . 27 18 13
Public assistance . . . 81 T 23
Private pensions...... - 32 2 o 16

Bource Beetable1

of those on the rolls during the previous Decem-
ber, fell from 19 percent in 1969 to 16 percent
m 1974

Program Administration

One possible cause of the growth m awards
15 that some disabled persons currently receiving
allowances would have been denied them 1n earher
years The apparent liberalization may result
from changes 1n program administration, but it
18 dafficult to measure subtle changes i the appli-
cation of program defimitions

A major change 1 program administration
occurred m 1972 when the procedure used by the
Social Security Administration to check the
disability determmations of State agencies was
revised from a review of all determinations to
a S-percent “quality assurance” stratified sample
In addition, the Social Security Admimistration
smce then has no longer returned questionable
allowances to the State agencies
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Variations 1in program administration by the
more than 50 State agencles making disability
determinations have been a source of concern
over the years A recent staff survey by the House
Ways and Means Committee focused on this
1ssue ® This study was based on responses from
all the State agencies to more than 30 questions
covering almost all phases of agency operations
Among the variations discussed were “{a) number
of cases processed per exammer, (b) overhead
cost, (¢) purchase of medical examinations, (d)
demal rates, (e) processing time, (f) cases ques-
tioned by BDI, and (g) presumptive disability ”

Of the sample review system, the report stated
“A majority of the Staie agencies do not feel
that the sample review for social securnty and
SST cases is giving them adequate guidelines as
to national policy” Twenty-four States com-
plamed that there was no feedback or feedback
of little value from the quality-assurance reports
sent to the Bureau of Disability Insurance Only
nine States reported that they received feedback
regarded as valuable

Disability Appeals

Relatively speaking, the biggest increase m
allowances resulted from the reconsideration and
appeals process In 1974, over 90,000 such awards
were made, more than double the number in 1969

In 1974, approximately 200,000 disability appli-
cants who were denied benefits at the imtial level
filed an application for reconsideration These
applicants represented about 52 percent of the
383,000 denials for that year Of those requestmg
reconsideration, 64,000, or 32 percent, were
allowed DI benefits

This experience reflects some change from pre-
ceding years In 1969, for example, 30 percent
of the demied apphicants filed for reconsideration
and 34 percent had their claims allowed Although
the proportion receiving allowances has fluctu-
ated—ncreasing from 34 percent m 1969 to 40
percent m 1972 and then decreasing mn 1973 and
1974—the larger number of apphcations denied
1§ the factor primarily responsible for the larger

¥ Subeommittee on Social Security, Committee on ‘Ways
and Meang, U 8 Iouse of Representatives, Sfaff Survey
of Sitate Msabihiy Agencres Under Social Security and
88I Programs (Committee Print, 84th Congress, 1st
Session), August 1, 1975



TasLe 4 —Disabled-worker applications, determinations, and awards, 1965-75

Applications Initial allowances Total awards
Number of Number of
insured imtial

Year workers Number Rate per | determina Rate per Asa Asa Rate per
(in received 100,000 tions (In |Number (fn| 100 000 [ percent of | percent of [Nummber (in| 100,000
millions}* | (in thow ingured [thousands} thousands) | insured determin- total thousands) ¥ insured
sands)? # workers workers ations awards workets

54 16 547 7 1,011 3 247 7 457 53 8 o7 253 5 468

56 36 535 8 968 457 5 254 5 450 55 6 91 4 278 5 503

56 28 573 2 1,018 556 7 282 1 501 50 7 93 8 301 4 536

67 90 719 8 1,060 853 2 249 1 440 45 8 92 5 323 2 476

71 24 7% 2 1018 687 5§ 300 6 430 48 83 9 34 7 484

73 43 856 3 1,166 620 315 2 429 41 4 81 0 350 4 477

75 32 936 3 1,243 929 4 380 1 805 40 8 91 4 415 9 552

76 98 947 & 1231 875 8 377 4 490 431 82 9 455 ¢ 592

79 10 1067 6 1,350 067 8 412 1 521 42 8 838 491 6 622

T81 88 13312 1 426 1,156 9 453 8 558 39 2 848 536 2 650

T84 54 1,284 6 1,520 1,227 2 400 3 591 400 828 502 3 714

1 Based on average number of workers insured for disability at beginning
and end of ealendar year

1 About 7 percent of the applications do not require 8 detormination

2 1965 and 1971 contain 53 report weeks, all other years, 52 report weeks
Awards reported for 12 calendar months

¢ Includes all denials (Including denisls for lack of insured status and other

number of reconsideration allowances i 1971-74
The 1nereased rate of reconsideration filings may
also suggest that the disabled have become more
famihar with government programs and are
exercising their right of appeal more frequently
than 1 the past Another factor may be the
mmprovement in the relative value of benefits m
the Light of deteriorating economic conditions and
inecreases 1n the benefit level

CHARr 1 —Initial denial rates and Inmitial allowances as
a percent of total awards under the disability insurance
program, 1965-75

100% |-
Initial allowances as a percent
of tofal awards
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nondisability reasons)

§ Includes awards on appellate cases ss well a8 Initial allowances

# The 1967 amendments lberalized the insured status requirements in
case of disability onset before age 31
* 1 Prellininary estimate

Among those requesting a hearing, the propor-
tion of allowances at the hearing level mnecreased
slightly, from an average of 38 percent for
1966-69 to 43 percent m 1972-73 Thus, m the
1970%s, relatively more determinations were re-
versed at the hearing level than was the case m
the late 1960°’s The number of claimants filing
for a hearing after a denial for reconsideration
also rose during the 1970’s along with the increase
in the number of reconsideration requests Con-
gsistently, about half of the claimants dented DI
benefits at the reconsideration level have appealed
their c¢laims to the hearing examiners Thus, the
growth m the number of hearing allowances has
been due both to the increase in the number of
hearmgs requests and to the proportion of hear-
mgs allowed

The large number of appeals and the rise 1n
rates of allowance followmmg appeal have led
many persons to speak of an “appeals crisis”
There are no mdications that the number of
appeals will decrease substantially About 200,000
cases were reconsidered 1n 1974 and 54,000 hear-
mgs were decided m 1973

One observer has concluded that the subjective
nature of the disability definition in the law 1s
the major cause of the appeals crisis™ He rec-
ommends a revision of the statutory definition
to enable borderline disability cases to be decided

4 pdwin Yourman, “Report on a Study of Social Secu
rity Benefleiary Hearings, Appeals and Judicial Review,”
In Subcommittee on Bocial Security, Commitiee on Ways
and Means, US Ilouse of Representatives, FRecenf
Studies Relevant to the Dwsability Hearings and Appeals
Crisis, 1975
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with less difficulty and with more uniformity If
the law cannot be amended mn this respect, the
development of more specific criteria 1 the regu-
lations 18 suggested

Rehabilitation and Recovery

A very small proportion of workers receiving
DI benefits leave the rolls because they have
recovered In 1974, only 36,000, or 2 percent of
the 2 million disabled workers with benefits
current-payment status at the end of 1973, had
their payments terminated as a result of recovery
Recovery means either medical recovery—ceasing
to meet the medical standards for disability—
or contimnuing to meet the medrcal standards but
engaging 1n substantial ganful activity (SGA)
The SGA level 1s presently defined as earnmgs
of $230 per month

To further encourage self-rehabilitation, a dis-
abled person who returns to work 1s allowed a
“trial work period” during which benefits con-
tmnue as work capacity 1s tested At the end of
9 months (not necessarnly consecutive) his case
18 reviewed to see whether he 1s able to engage
m substantial gainful activity If such 1s the case,
benefits are contimued for 3 months longer, glving
him a total of 12 benefit payments for months
m which he works

If, at the end of the trial period, 1t 15 deter-
mined that the individual cannot engage 1n sub-
stantial gainful activity (and provided that he
has not 1mproved from the medical standpoint),
his benefits are continued When a disabled person
is participating m a trial work period, generally
only months m which he 1s employed and earns
more than $50 are counted as part of the period
The trial work provisions do not apply to dis-
abled widows and widowers, nor to mdividuals
who become entitled to a second or subsequent
period of disability Those who recover from their
disabilities before they have worked for 9 months,
as well as beneficiaries who recover before they
have tested their abihity to work, may get their
benefits for 3 months longer, icluding the manth
i which they recover

Simnce the beginning of the DI program, appli-
cants have also been referred to State vocational
rehabilitation agencies for restorative services
To help enlarge the proportion of beneficiaries
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participating 1n this effort, the social security
trust funds have been used since 1966 to rexmburse
State vocational rehabilitation agencies for the
costs of services * Under this program, the Social
Security Administration 1s currently spending
more than $80 million annually for vocational
rehabilitation services These payments cannot
exceed 15 percent of the total benefits certified
for payment to disabled benefieiaries during the
preceding fiscal year

In the 9-year period covering fiscal years 1966—
74, more than 140,000 disabled beneficiaries were
reported as having been rehabilitated Currently,
more than 20,000 beneficiaries are being rehabih-
tated each year, about half of them as a result
of the trust fund reimbursement program

Only about 4 out of 10 beneficiaries reported
as rehabilitated under the trust fund program
actually Jeave the disability benefit rolls for
reason of recovery Those who do not leave the
rolls may have been rehabilitated only to the
extent that they become capable of caring for
themselves or participatmg 1n sheltered work
The net effect 13 that, out of the approximately
40,000 benefit terminations because of recovery
within the year, only 8,000 (20 percent) have
been rehabilitated Among those who leave the
benefit rolls because of recovery after rehabilita-
tion m the trust fund program (and who do not
die or reach age 65), about 1 1n 4 return to the
rolls within a few years of benefit termimation

The provisions in the law for finaneing the
trust fund program stipulate that 2 sum not to
exceed 15 percent of the previous year’s dis-
ability benefits can be allocated for this program,
but only as long as the funding results m a
savings or a break even over costs Savings result
primarily from benefit termmations caused by
recovery Social Security Administration actu-
arial projections made in June 1974, covermng
experience through fiscal year 1973, indicate that
savings due to benefit termination have exceeded
costs by about 25 to 1

The General Accounting Office recently chal-
lenged the figures on the results of rehabilitation
services following a review of a 350-file sample
of reportedly rehabilitated beneficiaries whose

¥ Hee Ralph Treitel, “Effect of Financing Ihsabled
Beneficiary Rehabilitation,” 8ertal Security Bullelin,
November 1975, and Ralph Treitel, "“Recovery of Ths-
abled After Trust Fund Financing of Rehabilitation,”
Social Security Bulletin, February 1973
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benefits had been terminated ** For more than
half the cases (178), 1t was concluded that the
beneficiaries had been improperly selected for
services since they probably could have left the
rolls even without rehabilitation services An
additional 11 percent (38) of the beneficiaries
were found to have returned to work without
rece1ving such services The GAO report contends
therefore that rehabilitation led to the termima-
tion of services 1n only 38 percent of the cases

Recomputing the cost-benefit ratio by applymng
the Social Security Admimstration actuarial
formula to the 38 percent of cases where reha-
bilitation was effective reduces savings to only
$115 for every $1 spent—a figcure perilously
close to the break-even point Moreover, the ac-
tuarial computations fail to account for persons
who leave the beneficiary rolls after rehabilitation
but then return at some later date

PROGRAM RESEARCH

Program Growth

Research conducted by the Social Security
Admimstration has brought to light what appear
to be several major causes for the growth m
the DI program Included among these factors
are

—Changes in economic conditions, particularly those
affecting the labor market, have resulted in increases
in the number and rate of disability applications
and in the number and rate of reconsideration or
hearing requests and may have also served to dis-
courage people from leaving the benefit rolls

—Changes in public awareness of the DI program, in
attitndes toward the program, and In concern fo
individyal rights have probably affected program
growth In much the same way

—Some program provisions—increases in benefits
and changes in the SGA level, for example—may
operate as Incentives toward application and as
disincentives toward benefit termination resulting
from a return to work or rehahilitation

—Changes In program admimstration, particularly
in the application of criteria for determining the
existence of disability, may have occurred and re-
sulted in allowances for the less severely disabled

Changes . economic condetions —Fmdings
from two recent Social Security Administration

B General Accounting Office, Improvements Meeded wn

Bfforts to Rehabilitate Social Security Disability Insur-
ence Beneficieries, May 1976
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studies explore the relationship between unem-
ployment and program variables One discovered
a significant relationship between the unemploy-
ment rate and the number of persons applying
for disability benefits—both as an absolute num-
ber and as a proportion of the population 1nsured
for disability—for the period 1962-73 ** The other
specified and estimated an eight-equation recursive
model of the DI program for 1964-71 and found
the unemployment rate to be significant n
explaimming both mmtial applieations and the pro-
portion of applications that result in awards®

Such studies currently are being expanded and
updated The origmmal regression fit in the Lando
study for 1962-73, used to predict 1974 and 1975,
underestimated 1974 DI appheations by more
than 200,000, or 15 percent, as a result of the
upsurge 1n applications generated by the start-up
of SSI In 1975, however, the erior was only
2,000, or 02 percent

The average disabled-worker benefit rose from
$113 1n December 1969 to $216 1n December 1975
—a ri1se of more than nine-tenths The mcreasing
proportion of earnings replaced by benefits may
constitute a disincentive for disabled persons to
continue m employment and encourage applica-
tions for DI benefits A study to examine benefit-
replacement ratios by age-sex-race over time and
to determme their effect on the “demand” for dis-
ahility benefits 1s now underway

The relationship between average benefits paid
to new beneficiaries and the spendable wages of
a production worker with three dependents 1s a
crude proxy for the replacement ratio Chart 2
shows that this ratio has fluctuated over time,
rising from approximately 30 percent in the first
quarter of 1964 to more than 40 percent 1n the
last quarter of 1975 The big increase In the
relative value of the benefit came at the end of
1972, after the initial upsurge in applcations

High levels of unemployment and high benefit
levels 1n relation to earnings both tend to depress
the number of persons who leave the rolls recov-
ered from therr disabilit.>= Another economic
factor that could have had the same result 1s the

#Mordechal E Lando, “The Effect of Unemployment
on Applications for Disability Insurance,” 197} Busi-
negs and Economics Section Proceedings of the Ameri-
can Statistroal Association

¥ John C Hambor, Unemployment and Disabihity An
Econometric Analysie Wiuth Tune Series Data (Staff
Paper No 20), Office of Research and Statistles, 1975
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CHarT 2 —Ratio of disabled worker average monthly award to average spendable earnings, quarterly, 1964-75?
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1 Numerator 18 average monthly amount for disabled workers
newly awarded benefits, denomlnator 1s spendable average
earnings In current dollars for worker with three dependents,

merease 1 the monetary definition of substantial
gamful activity from $140 a month to $230 a
month durmg recent years A recent study of the
labor supply of disabled workers reveals little
response to changes i the SGA level *¢ Perhaps
this lack of reaction may reflect the very low
amount of permitted earnings mn relation to bene-
fits and previous earnings levels

Changes wn public awareness and attitudes —
During the 1960’ and early 1970’s the DI pro-
gram underwent several important changes The
disability defimition was broadened to mean an

* Paula Franklin, “Impact of Substantial Gainful Ac-
tivity Level on Ihsabled Beneficiary Work Patterns,”
Social Security Bulletwn, August 1976

BULLETIN, OCTOBER 1976

] 1
1070 | 1971 | 1972 | 1973 | 1974 | 1975 |

from uni‘)ubllshed tables provided by the Bureau of Labor Sta
tistics Estimated KFederal soclal pecurity and Income taxes are
deducted from gross earnings to arrive at spendabie earnings

1mpairment expected to last for at least 12 months
rather than one expected to continue 1ndefinitely
or result 1n death, the insured-status requirements
were liberalized 1n 1967 for persons under age
31, and 1n 1973 beneficiaries who had been on the
rolls for at least 2 years became eligible for
Medicare benefits It takes time for the public
to become aware of their entitlement to such
benefits Though responses to the disability sur-
veys of 1966 and 1972 reveal that public awareness
has 1ncreased, in the latter year only about half
of all Americans aged 20-64 were aware of the
DI program

In other areas, mathematical growth models
have been adapted to explain, for example, the
spread of rumors and epidemics, and the diffu-



sion of new technology ' A Social Security Ad-
muinistration experimental study has been started
to determme whether such a model can explan
the growth in the public’s awareness of thewr
rights under the DI program and their exercise
of those rights

It 1s quite possible that the work ethos m
the U'S has weakened and that more people than
previously are now willing to withdraw from the
labor force and accept DI payments Some ob-
servers have noted this possibility, especially on
the part of older men The labor-force partici-
pation rates for men aged 55-64, for example,
declined from 83 4 percent in 1969 to 758 per-
ment 1 1975 This change resulted not only
from more men accepting DI benefits, but also
from more men electing reduced old-age benefits
at ages 62-64 From December 1969 to December
1975, the number of retired-worker beneficiaries
aged 62-64 mcreased by one-half—rising from 11
milhon to 17 milhon The inereasing number
of DI appheants who refuse to take “no” for an
answer and pursue their applications through
several levels of adjudication 18 another reflection
of a change 1n attitude

Changes wm wncidence of disabdity —A recent
study on “observed ncidence rates”—that 1s,
new disability benefit awards per 100,000 popula-
tion at risk—exammed the period 1967-T4, with
particular emphasis on 1970-74 ** It analyzed the
growth m mcidence from hoth the longitudinal
and cross-sectional perspectives The study find-
mgs mdicate that the mecidence rose from 482
per 100,000 at risk in 1970 to 670 per 100,000 m
1974, or 39 percent The growth was more rapid
for women, particularly black women, whose rate
mereased 61 percent

Wdee NT T Baley, The Mathematical Theory of Epi-
demics, Haffner, 1957, ID 8§ Ironmonger, New Commodi-
twes and Consumer Behavior (Department of Applied
Economics Monograph No 20), Cambridge University
Press, 1972

® 1976 Employment and Trawmwmg Report of the Presi
dent (Department of Labor in cooperation with the De-
partment of Health, Education, and Welfare), Statistical
Appendix, table A-2, 1076

® Mordechai B Lando and Aaron Krute, The Growth
in Observed Disability Incilence Rates 196774, paper
prepared for presentation at the Annual Meeting of the
American I'ublic Health Asgsociation, October 19, 1576
The rate was obtained by dividing the number of new
awards by the difference between the insured population
and the number with benefits in current-payment status
at the end of the preceding vear

14

The study found that, among men, rates grew
most rapidly for middle-aged groups—whites
aged 50-54 and blacks aged 55-59—and the slow-
est growth in ncidence was found for those
under age 25 Among women, the youngest age
group had the most rapid rate of growth The
mereased meidence did not result from changes
in the population at risk “Standardizing” the
population by usmg the same relative distribu-
tion 1 1970 and 1974 indicated that there would
have been a decrease In meidence rates rather
than the observed 39-percent increase

Some prelimmary work by the Urban Institute
attempts to apportion growth m the number of
disabled beneficraries 1 OQASDI caseloads for
the period 1969-74 to growth i (a) population,
(b) the prevalence of disability, (¢} eligibility—
that 1s, msured status, and (d) participation—
that 15, eligible disabled persons opting to claim
benefits # The analysis was done separately for
men and women aged 17-44 and 45-64 Greater
participation was the major cause of growth for
men, accounting for three-fourths of the imcrease
and probably reflecting the changes 1 economie
conditions discussed earlier For younger men,
population growth was also significant but preva-
lence showed a decline For older men, 20 percent
of the growth was due to 1ncreased prevalence

For older women, about half the growth re-
sulted from mereased participation but preva-
lence and ehgihlity also made significant con-
tributions For women aged 17-44, growth n
prevalence and eligibility together accounted for
80 percent of total growth with most of the
remainder due to growth 1n population For this
age-sex group, unhke the other three, participa-
tion made no contribution at all

Program Administration

A current cross-sectional study of 1971 dis-
ability determunations attempts to define a set
of variables that explains the allowance process
Testing the parameters for earlier and later
years will help determme whether there have
been changes 1n the determination process Three

# Alan E Fechter and Charles O Thorpe Jr, Estimates
of Disabled OASDI Beneficierics (working paper 977-04),
Urban Institute, April 1976 Ten percent of those studied
were OASI beneficiaries
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sets of variables are used (1) program variables,
(2) demographic variables, and (3) some meas-
ures of the demand for benefits by the applicant

Program variables are those that should deter-
mine the applicant’s eligibiity In addition to
medical severity of disability, these variables
mclude age, education, and occupational charac-
teristics In fact, 1t has been estimated that as
many as 45 percent of all disability determina-
tions are decided on the basis of vocational fac-
tors Despite the fact that Congress, 1n enacting
the 1967 amendments, attempted to “reemphasize
the predominant importance of medical factors
m the disability determination,” the proportion
of sllowances based on vocational factors rose
from 10 percent i 1960 to 16 percent m 1975 *

Demographic variables, which should not enter
into the disability decision, include such factors
as sex, race, and region (State) of residence
Measures of the demand for benefits by the
appheant that are used in the study nclude
such things as predisability earmings, predis-
ability labor-force attachment, and the proportion
of those 1 the particular age-sex-race group that
apply for benefits

A recent BurrLeTin article explored the rela-
tionship of allowances to the demographic charac-
teristics of the disabled m an attempt to find
some of the causes underlying differences n
disability allowances by sex and race* Among
the causes found were Differences i labor-force
patterns (especially important for women and n
explaiming racial differences among women), edu-
cational background, and the age distributions of
the insured and applicant populations More than
half the differences between the black and white
apphicants mn the proportton allowed 1s explammed
by differences m their age distributions

The Jower proportion of claims allowed for
black applicants probably reflects the greater
tendency of the black msured population to apply
for DI benefits The number of applications per
100,000 persons mmsured for disability was 1,015
for white men, 1,760 for black men, 903 for white
women, and 1,352 for black women

& Subcommittee on Boclal Security, Committee on Ways
and Means, U8 House of Representatives, Disabilily
Insurence—Legislatwe Issue Paper, May 17, 1976, pages
16-17

= Mordechal E Lando, “Demographic Characteristics
of Disability Applicants Relationship to Allowances,”
Roctal Security Bulletin, May 1976
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One suspicion frequently voiced 1s that increas-
mg leniency m recent years in applying program
definitions permits allowances to persons who
would have been denied previously In a 1973
study of impairment severity by the medical
consultant staff of the Bureau of Disability
Insurance, a sample of cases allowed durmng 1968
73 was reviewed to see whether there was some
“deterioration” i the average medical severity
of the impairment mnvolved Severity of impaii-
ment was determined by means of a five-point
scale, and the ratmgs ranged from “no mmpair-
ment” (a rating of 1) to “severe impairment meet-
mg or equaling the medical histings” (a rating of
5) Cases in which the degree of 1mpairment was
determined to be less than the medical severity
required for an allowance per se were further
exammed on the basis of additional vocational
factors The study found sigmficant statistical
variations between years but no consistent trend
toward erosion of medical adjudicative standards
during the period studied

Ongomg research 1n the Social Security Ad-
mimstration points to differences among geo-
graphic areas m the proportion of eligibles who
apply, the proportion of demied applicants re-
questing reconsideration, and the reconsideration
reversal rates It 1s, however, virtually impossible
to determine whether these differences arise from
State and regional variations i age, sex, race,
and health status of the msured population or
from differences in program administration by
the State agencies

In 1970, there were 129 disabled-worker bene-
ficlaries per 1,000 persons aged 18-64 1n the
Nation as a whole, but by geographic division
this figure varied from a high of 182 m the
East South Central States to a low of 108 n
New England (except that Puerto Rico was still
lower at 59) The State ratios varred from a
high of 26 9 per 1,000 in West Virgmia to a low
of 3 6 m Alaska (within the contiguous States, the
low was 84 m Utah) ?* The low rate m Alaska
undoubtedly can be traced to the self-selection
process Maimly healthy young people choose to
gettle there, and many of those who become dis-
abled probably move to a lower-cost area

The General Accountmg Office recently resub-

* Phoebe H Goff, “Disabled-Worker Beneficlaries Under
OASDHI Regional and State Patterns,” Social Security
Bulletin, September 1973



mitted a sample of 221 previously adjudicated
DI and SSI disability claims to 10 State agencies
to determme “(1) 1f objective, uniform, equal
treatment was bemng provided to all applicants
and (2) that State agencies were operating
the most efficient manner”* A lack of um-
formity was found in the adjudication of these
claims In only 23 percent of the cases was there
complete agreement among the 10 States as to
disposition Three weaknesses in the administra-
tion of disability determinations having imphica-
tions for the uriformity of decisions were iden-
tified According to the study, the Social Security
Adminstration has not (1) provided the State
agencies with clear, concise guidelines, and er1-
teria, (2) assured that umiform traming was
provided to all State agency employees; and (3)
assured that 1ts three-tier quahty assurance review
was adequately mmplemented

In commenting on the report, the Social Secu-
rity Administration agreed that the recommen-
dations were basically sound and useful but
questioned whether mmproved administration
alone would sigmificantly improve the equity and
uniformity of decisions made from State to State

The GAO study focused on some problems of
significant concern to the DI program Unfor-
tunately, the study does not provide any defimitive
data on the real magnitude of interstate differ-
ences 1 disability-claim processmg Obviously,
more research involving an appropriate definition
of umiformity and a better study design are
needed

Disability Appeals

The Soctal Security Administration recently
completed a study of the demographic and health
characteristics of persons whose applications were
mitially denied and who subsequently appealed
that decision—at any level of consideration be-
yond the imitial application *® The study was
based on a cohort of disabled-worker apphcants
whose claims were mitially decided 1 1967
Analysis of the earmings and benefit experience

* Statement of Gregory J Ahart, director of the Man-
power and Welfare Division, General Accounting Office,
before the Subcommittee on Soclal Security, House Ways
and Means Committee, February 3, 1976

= Ralph Treitel, Appeal by Denied Disability Clawm-
ents (Staff Paper No 23), Office of Research and Sta-
tistics, 1976
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of this group through 1973 resulted in the fol-
lowing general conclusions

A somewhat greater rate of appeal was found
for workers who were In their fifties, had dependent
children, had mmusculoskeletal or resplratory dis-
orders, and who resided in the East South Central
Stotes A grg.‘ater rate of reversal upon appeal and
entitlement o benefits was found for men, older
workers, those with eirculatory disorders, and those
with greater mobility limitations

Based on reports of death within the 5 years fol-
lowing initial denial, those claimants who were
allowed initially or who won reversal to an allow-
ance through appeal were more severely disabled
than those who did not contest denials

Few of the denled returned to work Four-fifths of
the claimants who were initially denled in 1967 did
not return to sustained competitive employment in
the next 5 years About half of all the denied became
entitled to disability benefits, or died within the next
5 years™

Rehabilitation and Recovery

To evaluate the long-term effects of rehabili-
tation 1n general, the Social Security Admimistra-
tion and the Rehabihitation Services Administra-
tion (RSA) recently have tested the feasibihty
of linking rehabilitation case data with infor-
mation from social security earnings and bene-
ficlary records® Analyses are now bemng made
on the subsequent employment, earnings, and
benefit status through calendar year 1972 of all
cases closed 1n fiscal year 1971 by the State voca-
tional rehabilitation agencies

Evaluations of the ympact of social and health
programs often end prematurely when selection
factors associated with a favorable outcome are
1dentified but not controlled to determine whether
they account for program effects A study em-
ploymg the SSA-RSA data link finds that re-
habilitants were more often gamfully employed
and had higher 1972 earnings than unrehabili-
tated clients and persons referred but not accepted
for services?® Preliminary results of further
analysis indicate that these differences in earn-

® Ibid

* Joseph Greenblum, “Evaluating Vocational Rehabili-
tation Programs for the Disabled National Long-Term
Followup Study,” Soctal Security Bulletin, October 1975

* Joseph Greenblum, The Impact of Vocatwnal Reha-
bilitation on the Disabled, paper prepared for presenta-
tion at the annual meeting of the American Public Health
Association, October 20, 1976
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mgs reflect the mmpact of rehabilitation services
and experiences and are not merely the result of
selection and self-selection factors mvolved m
rehabilitation

Future Research Goals

Basically, the 1ssues and research discussed
earlier can be restructured into a trichotomy
The demand for disability insurance benefits (the
reaction of the consumer—the disabled person—
to changes 1 income, benefits, relative prices, and
tastes) ; the supply of disability msurance bene-
fits (how the program 1s administered by the
Social Security Admimistration and the State
agencies) and legislative changes, and the cost
to society of disability (considered either from
the “tax and transfer” approach as the amount
of disability-associated benefits pard out and the
loss of payroll and income taxes or from a na-
tional ncome viewpomnt as a measure of the
decrease in output resultmg from disability)

Demand for dwsability insurance —The focus
here 18 on the idividual’s decision to apply for
disability benefits, that 1s, to choose between
labor-force participation, perhaps on a reduced
basis, and withdrawal from the labor force This
deciston 15 mfluenced by a great many factors of
a demographic, socioeconomie, medical, and other
nature Insight 1nto this microdecision process
can best be obtamned from the series of surveys
of the disabled that the Office of Research and
Statistics has planned and published

A major study of the decision to apply, draw-
mg on the 1970 Decenmal Census, the 1972 and
1974 Surveys of Disabled Adults, and relevant
program data, should supply answers to many
of the questions bemng asked in this area

Supply of disability msurance —Once a per-
son has decided to withdraw from the labor force
and apply for DI benefits, then, m all likelihood,
he has to be approved either for such benefits or
for some form of pubhe assistance The second
major focus of the research program 1s to analyze
the factors that result in acceptance or demal
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of a given applicant One primary study 1s a
multivariate analysis of a stratified sample of
all 1971 disability determmations to explam the
probability of an allowance Among the important
independent variables are health status, health
and physical requirements of the occupation, edu-
cation, previous work history, and the standard
demographic characteristics

If this project finds a set of variables that
explain the allowance process, the parameters of
the model can then be tested for stability Given
stability of the cross-sectional parameters over
time, they can be used in a predictrve model to
project the future growth of the DI program

Social cost of dwabidity —The series of dis-
ability surveys provide much data on the costs
of disablement to individuals and family units
These costs mclude not only direct expenditures
for health services, but also indirect costs result-
g from reduced labor-force participation, n-
creased unemployment (due m part, perhaps, to
diserimination against the disabled), and lower
earnings (traceable to forced job changes made
necessary by deteriorating health)

A study based on the 1967 Survey of Economic
Opportunity concludes that disability reduced
earnings mn 1966 by $23 billion, or approximately
6 percent of total earnmgs for that year*® The
loss per sick adult was approximately $1,500,
more than one-third of earnings A new estimate
using more recent survey data 1s now needed,
especially 1n hight of the significant growth i
the DI program over the past decade

More mmportant, a simultaneous econometric
time series model of DI program costs 18 to be
constructed using both program and survey data
This model will involve specifying and estimating
a model for the purpose of simulating and pro-
jecting all variables affecting the financing of
the DI program It will require estimates of the
number of workers msured for disability, benefit
amounts for the population categories of interest,
termination rates, and the volume of applications,
awards, demals, and reversals

® See Harold 8 TLuft, “The Impact of Poor Health on
Barnings,” Revieww of FEconomics and Statistics, Feb-
ruary 1073, pages 43-57
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