wage and separation allowances except when such
payments are financed by SUB funds covering
temporary and permanent layoffs

The estimates of contributions and benefits
m the employee-benefit plan series are based,
for the most part, on reports by private msur-
ance companies and other nongovernment
agencles

Contributions under msured pension plans are
cn a net basis, with dividends and refunds de-
ducted Contributions under nommnsured plans are,
for the most part, on a gross basis, and refunds
appear as benefit payments Data on contribu-
tions, benefits, and reserves under insured plans
are adjusted to exclude tax-sheltered annuities
and the self-employed

The number of beneficiaries under pension
plans refers to only those persons recerving

periodic payments at the end of the year. The
retirement benefit amounts under nonmsured plans
mclude (1) refunds of employee contributions to
mdividuals withdrawing from the plans before
retirement and before accumulating vested de-
ferred rights, (2) payment of the unpaid amount
of employee contributions to survivors of pen-
sioners who the before receiving retirement bene-
fits equal to their contributions, and (3) lump-
sum payments made under deferred profit-sharing
plans Because the data for these estimates do not
permit distinction between such Iump-sum bene-
fits and monthly retirement benefits, precise data
on average monthly or annual retirement benefit
amounts cannot be derived. Estimates of per
capita contributions are derived by dividing total
annual contributions by the average number of
employees covered during the year

Notes and Brief Reports

Dual Receipt of Disabled-Worker
Benefits Under OASDHI and Workers'
Compensation*

Since a number of social msurance programs
to protect workers against income loss because of
work-related disabilities have been established
at different times, through a varety of govern-
ment and private auspices, certam overlapping
of benefits, gaps, and other problems have de-
veloped between the programs The focus of con-
siderable attention over the years has been the
simultaneous receipt of benefits under the old-age,
survivors, disability, and health insurance
(OASDHI) and workers’ compensation pro-
grams At both the Federal and State level, at-
tempts have been made to deal with the issue,
preserving the rights of the individual worker to

* Prepared by Daniel N Price, Divislon of Retirement
and Survivors Studies, Office of Research and Statistics,
Soclal Security Administration Adapted from a paper
presented before the Southern Association of Workmen's
Compensation Admirstrators in San Antonlo, Texas,
July 20, 1977
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benefits for income loss and at the same time pre-
venting unwarranted duplication of benefits This
note reviews the background and present status
of Federal and State laws and discusses some of
the recent experience under them

HISTORY AND CURRENT STATUS
OF OFFSET PROVISIONS

Federal law

The Social Security Act first dealt with the
wage losses assoclated with disability in 1954
At that time, periods of disability were excluded
from a worker’s earnings record for purposes of
computing retirement and survivor benefits In
1956, when cash disability benefits were estab-
hished under the OASDHI program for workers
aged 50 or older who were permanently and
totally disabled, they were reduced dollar for
dollar for workers’ compensation payments This
offset provision, however, was elimmated in 1958

In 1960 the disability msurance program was
broadened to include workers under age 50, and
a new offset provision was instituted m 1965
Several subsequent amendments to the Social

SOCIAL SECURITY



Security Act modified the definition of earmings
used 1n the offset provision and made other related
changes, but the basic offset provision in effect
today 1s that enacted mn 1965

The present OASDHI offset provision calls for
a reduction in disabled-worker benefits for months
after January 1965 and until the disabled worker
attams age 62 1f the combmed amounts from the
disabled-worker benefit and workers’ compensa-
tron payment exceed 80 percent of his “average
current earnings ¥ The offset provision no longer
applies to disabled workers aged 62 since at
that point, 1f they had not been receiving a dis-
abled-worker benefit, they would have been
eligible for a retired-worker benefit, which 1s not
subject to reduction for receipt of workers’ com-
pensation When the disabled worker reaches age
65, his benefits are automatically converted to
retired-worker benefits

The defimtion of a worker’s earnings for deter-
mining the appropriate offset has been hiberalized
twice A worker’s earmings are defined as the
highest of (1) the average monthly (taxable)
earnmgs used for computing his primary in-
surance amount, (2) the average monthly (total)
earnmgs from covered employment and self-
employment duoring his highest 5 consecutive
years after 1950, or (3) the average monthly
(total) earmings based on the 1 calendar year of
highest earnings during a period consisting of
the year in which the disability began and the
5 preceding years

In order to allow the worker’s benefit to bear
some contmued relationship to earnings m an
economy where wage levels have been rising, the
amount of the reduction 1s adjusted every 8 years
to account for mcreases n natronal earnings
levels In addition, cost-of-living increases are
provided that are not subject to the offset

The offset agaimnst disabled-worker benefits 1s
to be apphed—

(1) regardless of whether the benefits under work-
ers’ compensation and QASDHI are based on the
same impairment,

(2) to payments under Part C of the “black lung”
program established by the Federal Coal Mine
Health and Bafety Act of 1969 {payments financed
by employers) , most “black lung” benefits, however,
are under Part B and are financed from general
revenues and thus are exempt from the offset pro-
visions, and

(3} with respect to any kind of cash payment under
workers’ compensafion that the indlvidual is eligible
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for—that is, temporary total or partial disability,
permanent total or partial disability, or any pay-
ments under “subsequent Injury” funds (funds es-
tablished for paying compensation te an already
disabled worker for a subsequent injury that may
occur on the joh

The OASDHI offset does not apply to the
following two cases

1 If the workers’ compensation payment is under a
State law that provides an offset against the dis-
ability benefit

2 In some limited circumstances, If the workers’
compensation payment 18 in the form of a lump sum
instead of a periodic payment

Note that the exception for lump-sum payments
under workers’ compensation does not hold 1f the
lump sum was provided to avoid possible future
proceedmgs under the workers’ compensation law
“Compromise and release” settlements (final
settlements m lieu of future periodic cash pay-
ments and/or medical care benefits) are thus
subject to the offset The offset prowision also
applies, 1if a lump sum 1s paid 1 a case where
periodic payments could have been made Thus,
any lump-sum payments made after perlodic
payments are terminated are considered to be 1n
Lieu of periodic payments In these cases the Social
Security Adminmstration will prorate the lump
sum' to reflect as accurately as possible the
monthly rate that would have been paid had the
lump-sum award not been made '

State laws

A few States have offset provisions under their
workers’ compensation programs that provide
for a reduction 1n specified types of workers’
compensation payments because of concurrent
receipt of disabled-worker benefits Colorado, the
first State with such a provision, adjusts all types
of workers’ compensation payments by an amount
equal to one-half the disabled-worker benefit In
1967 the Colorado offset was interpreted by
judicial decision? to be not a reduction mn the
workers’ compensation payment but a mechanism
that paid smaller installments over a longer

*The lump sum 1s prorated after deducting excludable
expenses guch as lawyers’ fees and medical expenses

* Industrial Commasgion v Rowe, 425 P 2d 274 (Colo
1967}
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period of time—that 1s, the weekly amount was
reduced but the aggregate maximum payable
under the Colorado law remained the same Fol-
lowing the mterpretation, the Social Security Ad-
ministration was required to apply the Federal
offset to the disabled-worker benefit even though
the workers’ compensation payment was being
reduced by the State Subsequent to that court
case, the State law was amended, effective July
1971, to reduce the aggregate as well as the
periodic payments, so that currently the State
off set 15 applicable and not the Federal

Brief descriptions of State offset provisions n
the order that the laws were passed follow 2

—California reduces only workers’ compensation
payments from the second-injury fund, on a dollar-
for dollar basis

—Minnesota reduces payments to beneficlaries with
permanent total disabilities under its werkers’ com-
pensation program, based on the same impairment
as the dwisabled-worker benefit The reduction is
made after an Individual has been paid a total of
$25,000 in weekly workers’' compensation payments,
on a dollar-for-dollar basig

—Montana adjusts the amount of workers' com-
pensation for temperary and permanent total awards
if the disabled-worker benefit is based on the same
impairment The offset Is an amount equal tc one-
half the disabled-worker benefit for the same period

-—Florida adjusts all types of workers’ compensation
payments in a way similar to that used for the Fed-
eral oifset but computes the average wage in a dif-
ferent way to establhish the amount to be offset

—Washington reduces workers’ compensation pay-
ments for permanent and temporary total disability
awards, by the same amount and in the same way
as that used i{n applying the Federal offset to the
disabled-worker benefit Benefits for permanent par-
tial disability, however, are not offset either by the
State or by the Soecial Security Administration
Permanent puartial disability awards are in lump
sums and are not considered substitutes for periodie
pay

—Nevada, by administrative procedures, prolongs
payments for permanent partial awards, thereby
reducing the weekly or monthly amount so that the
combined workers' compensation and disabled-worker
benefits do not exceed 80 percent of the bene-
ficlary's avernge current earnings

Even m these States, the Federal offset 13
applied m areas not covered by the State law
Minnesota beneficiaries, for example, are sub-

3 As of July 1977, offset provisions were also enacted
in Alaska and Oregon When this note was written it had
alrendy been determined that Oregon met the require-
ments of the Social Security Act for BState offset pro-
visions, thereby exempting the disabled-worker benefit
from the Federal offset
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ject to the Federal offset, except for those with
permanent total disabilities

EXPERIENCE UNDER CURRENT PROVISIONS

Under the disability msurance (DI} program,
relatively few individuals receive benefits that
are subject to offset because of workers’ com-
pensation payments More than 27 million work-
ers and 19 million dependents were receiving
benefits under the DI program at the end of
1976 Benefits were m offset status because of
workers’ compensation payments for only 57,000
or 2 percent of all disabled-worker beneficiaries
on the rolls (3 percent of all DI beneficiaries
when dependents are inecluded)

The small proportion of DI beneficiaries with
benefits offset results from three factors First,
the large majority of disabilities are not work-
related and are not covered by workers’ compen-
sation Second, even among those with concurrent
receipt of disabled-worker and workers’ compen-
sation benefits, only those whose combined bene-
fits exceed 80 percent of the worker’s average
current earmings are subject to offset The effects
of statutory maximums, partial disability benefit
formulas, and “compromise and release” settle-
ments tend to restrict benefits attained under
workers’ compensation Furthermore, except for
workers with dependents eligible for benefits,
the disabled-worker benefit 1n many cases repre-
sents a modest proportion of the worker’s earn-
ings, particularly mn terms of total covered earn-
ings Thus, as discussed below, relatively few
workers’ compensation cases are for very severe
and permanent disabilities ke those for which
disabled-worker benefits are generally awarded

National Experience

As of December 1976, information 1s available
from QASDIII records on a few personal charac-
teristics of DI beneficiames by offset status, ad-
ditional data on characteristics were published 1n
1972 ¢ These data can be compared with charac-

‘See Ralph Treitel, ‘‘Characteristics of Disabled-
Worker Beneflclaries With Workmen's Compensation
Offset,” Soctal Security Bullelin, February 1972
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teristics data on all workers’ compensation bene-
ficiaries and all workers as of March 1973 ¢

Caution must be exercised in making such com-
parisons because of the different time periods m-
volved, the different sources of data, and the dif-
ference m reference points for the data (The
March 1973 information on workers’ compensa-
tion beneficiaries relates to those who had re-
cerved & workers’ compensation payment some-
time durmmg 1972, the information on DI bene-
fictaries with benefits subject to offset are for
those on the rolls as of a given month } On the
other hand, the nature of the workers’ compensa-
tion program has been stable over the years, and
no recent major shifts i the mcidence of m-
dustrial accidents have been apparent The char-
acteristics of workers’ compensation beneficiaries
can thus be expected to be reasonably stable and
lend themselves to comparison among different
data collections over a relatively short period of
time

Most (more than 9 out of 10) DI beneficraries
with benefits offset are men In contrast, only 2
out of 3 of all DI beneficiaries are men The dis-
tribution by race 1s about the same for both
groups, with 84 percent white Beneficiaries with
offset benefits are younger than other DI bene-
ficlaries Forty-four percent of the disabled-
worker beneficlaries with benefits offset are at
least aged 50, but 67 percent of all DI bene-
ficiaries are that old (excluding those aged 62
and over, whose benefits are not subject to offset)

The larger proportion of men beneficiaries
with benefits offset, compared with the propor-
tien for all DI beneficiaries, can be associated
with the greater exposure of men to mdustrial
hazards and their higher earnings and hence
higher benefits

The difference 1n age patterns of beneficiaries
with benefits offset and all DI beneficiaries prob-
ably reflects the fact that higher proportions of
all DT beneficraries than of those receiving work-
ers’ compensation payments have degenerative
diseases such as arteriosclerosis and arthritis that
cripple older persons Those receiving workers’
compensation payments as well as disabled-
worker benefits are much more hkely to have had
musculoskeletal disorders and other accident-
caused conditions

®Daniel N Price, “A Look at Workers’ Compensation
Beneflclarles,” Socfal Security Bulletin, October 1976
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Examimation of available information on work-
ers’ compensation offset cases i relation to char-
acteristics data for all workers’ compensation
beneficiaries reveals that those with benefits offset
are more likely to be men, older, of sumilar racial
composition, less well-educated, from manual
sktlled jobs, and from nonmanufacturing mdus-
try The significance of the industry data are
less clearcut than for some of the other charac-
teristics since the offset-case information relates
to predisability employment and the data for all
workers’ compensation beneficiaries are from the
survey—that 1s, after onset of disability As the
following tabulation shows, the differences be-
tween beneficiaries with benefits offset and all
workers are even greater, except for the propor-
tions from the manufacturing industry The dis-
tributron of offset cases by industry 15 much more
hike that of all workers than that of all workers’
compensation beneficiaries

{Percent]
‘Workers compensation
beneficiares
Characteristic ANl workers
Total With offset
Men . 73 93 81
Aged 4> and over 44 58 36
White _ - - . 89 84 129
High school graduate . . . 50 24 a7
In blue-collar oceupation 66 81 a1
In manufacturing _ .- 46 17 25

State Experience

Just as workers with offsets account for a small
proportion of all DI beneficraries, their number
18 small m relation to all workers’ compensation
beneficiaries This relationship 1s to be expected
from exammation of the type of indemnity bene-
fits payable under workers’ compensation Unpub-
hshed data from the National Counerl on Com-
pensation Insurance show that most workers’
compensation beneficiaries have temporary total
or minor permanent partial disabilities Per-
manent total disability closed cases represent only
about 1 percent of all mnsured workers’ compensa-
tion mmdemmity awards in a year In addition,
some persons receiving workers’ compensation for
permanent partial disabilities 1dentified as
“major” (4 percent of the total) no doubt also
recerve disabled-worker benefits The 57,012 bene-
fictaries with benefits offset at the end of 1976 are



estimated to represent 6 percent of all workers’
compensation beneficiaries on the rolls at that
time

According to the accompanying table, which
shows State data on beneficiaries with benefits
offset and the amount of the famuly benefit
affected by the offset, the number of workers
1 December 1976 ranged from 37 mn Alaska to
6,450 1n California The average reduction 1n the
monthly disabled-worker benefit for those subject
to the workers’ compensation offset was $161 89
Cases 1mvolving beneficiaries with combined
workers’ compensation and disabled-worker bene-
fits that were lugh enough to result in total offset
were rare Nationally, only 760 workers had =
workers’ compensation payment that was high
enough to result m complete ehmination of their
disabled-worker benefit.

FUTURE DIRECTIONS

The present Federal and State provisions relat-
mg to the dual receipt of workers’ compensation
and disability benefits have been useful from
several pomts of view They have provided an
crderly, systematic means of preventing excessive
earmings replacement from these two programs
when 1t occurs In addition, provisions under the
OASDHI program have allowed flexibihty in
the Federal and State roles when dealing with
the overlapping of benefits The present offset
provisions also provide workable operating pro-
cedures that may serve as a guide to legislators
concerned with coordmating other income-
maintenance programs

Nevertheless, much iterest has been expressed
1n recent years in reforming the workers’ com-
pensation program, mcluding recommendations
concerning the offset of payments when benefits
are also payable under the OASDHI program
The National Commission on State Workmen’s
Compensation Laws m 1972 recommended con-
tinuation of the offset for permanent total dis-
ability, contimgent upon implementation of other
recommendations for improving benefit levels
under workers’ compensation The January 1977
Report of the Interdepartmental Workers’ Com-
pensation Task Force recommended a different
way of integrating the two programs—by paymg
only the higher benefit

Furthermore, both the Commission and the

a

Digabled-worker beneficiaries with offset for workers'
compensation benefits Number and average family bene-
fit, by State, December 1978

Number with offset Average famlly beneflt
Btate Al
‘Workers heneficiaries 1| Defore offset | After offset
Totalt, . .. 57,012 159 011 $409 53 $247 84
Alabama._ . - 846 2,414 412 79 255 07
Alaska . .. . 37 73 401 47 247 77
Arizona. ... . 836 2,549 423 08 236 78
Arkansas . . 866 2 505 400 84 255 57
California. . ... 6,450 16 261 412 90 250 18
Colorado . ___ B9 250 426 07 255 44
Connecticut. ... 514 1,309 435 19 212 99
Delaware -. _.. 113 296 300 50 245 57
Digt ef Col.__. 78 195 357 ¢4 177 48
Florida.. .. ... 2,002 5,005 372 95 246 B4
Georgia.. - .. 1,412 8,857 403 43 242 28
Hawail . . .. 282 424 5O 219 51
Idaho - .. ... A7 837 411 97 21379
Nlineis ... - 914 2,507 440 28 259 00
Indiana.. ..... 612 1,527 460 86 204 42
Towa ... _. 292 778 429 15 248 41
Kansas _ - 303 803 423 07 279 51
Kentueky - 1824 6,932 419 88 281 17
Louisiana. . 1,010 6,498 444 61 277 36
Maine __ __ __ 328 o1) 400 &4 201 26
Maryland...... 562 1 357 410 92 236 25
Massachusetts.. 1,624 4,241 418 T4 238 80
Michigan .. .. 3,527 #,308 431 07 248 64
Minnesots . . 817 2,132 397 94 235 54
Mississippl . 660 2067 415 07 266
Missouri .....- &1l 1 412 428 33 275 34
Montans ... ... 119 831 410 48 275 17
Nebraska . ... 164 80T 451 05 280 54
Nevada..an -. 301 646 369 34 197 72
New Hampshire 306 753 396 94 163 07
New Jersey . . 1,082 2 840 436 32 259 61
New Mexico _ . 448 1 535 457 39
New York .. _. 4 272 12,181 443 26 202 75
North Carolina.. 652 1,640 378 33 221 09
North Dakots 99 280 386 69 217 24
Ohio ... oo -- 4,140 11 495 398 59 M3
Oklghoma.,_. . 687 1,003 414 29 270 49
Oregon ... . . 1 816 4,265 400 19 188 82
Pennsylvania .. 2,628 6,725 422 04 234 08
Rhode Island __ 425 1,142 418 02 241 55
Bouth Carolina 371 694 381 19 232 18
South Dakota_ 97 308 448 33 292 95
Tennesses. ... 1,137 3 039 389 34 238 29
Texas . ... 2,289 10 135 408 75 260 33
Utah . . - 173 466 444 28 240 42
Vermont. - 82 226 420 93 211 69
Virginia 70 2,178 425 60 250 73
Washington _. 678 1,875 400 77 235 41
West Virginia. .. 1,176 3,372 456 05 64 23
Wisconsin _. _. 568 1,547 451 59 271 65
Wyoming___.. 54 174 463 27 298 79

1 Inchides dependents
1 Inctuden those in outlying areas and abroaed, not shown separately

Task Force recommended that the offset concept
be broadened to apply to survivor benefits under
the two programs The Commission recommended
a dollar-for-dollar offset, to be applied by States
agamst the workers’ compensation payment In-
terestingly, 1n some States, activity has already
begun along these lines Colorado and Minnesota
have had survivor benefit offsets for receipt of
OASDHI survavor benefits, and Alaska and New
York passed such legislation i 1977

The amount of reduction m the workers’ com-
pensation benefit for survivors 1s computed dif-

(Contwmued on page 3})
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TasrLe M-2 -=Public iIncome-maintenance programs Hospital and medical care payments, 1940-77

[In millions]
OABDII (health Insurance)t Other programs
Ferlod Total Hospital | Medieal T Work Publl
ospita edioa) emporary orkmen s ublle
Total insurancs? | insurance Veterans | qicability compensationt| assistatice’
8185 |o e L1 {+ N [ — L3 PO
222 R P L7 o R 125 |, aeevmmmnnn
832 573 v 200 52
1,285 o 888 20 325 232
1,846 | ____ - 848 41 435 522
2003 ) L oemes fammccccces me|ee cccccicema 894 44 480 838
2,406 |.. ——— 940 46 495 925
2 411 - RN PR 871 .11] 525 1,085
2,890 - - 1,019 51 585 1,255
3,204 |- ... [ _ 1,072 52 600 1,480
4 808 31 019 $801 $128 1137 &4 680 2 008
9,654 4,449 3,353 1167 1,328 53 750 2 873
12 107 5 697 4179 1,518 1 429 55 830 4,008
13 837 6,603 4,739 1,865 1,573 58 920 4,681
15,614 7,006 5124 1 976 1,793 ] 1,050 5,806
18 108 7 BOS 5,751 2,117 2,087 .0 1,130 053
21,162 8,843 6 319 2 828 2409 85 1 240 8 BOS
23,722 9 584 T 067 2 520 2 881 [ait] 1 470 9 914
29 098 12 419 9,101 3 318 3078 7l 1 750 11,782
35 803 15 691 11,318 4,273 3,551 76 2 030 14 555
197Boccce = oo o o o e e ee e 41,303 18,423 13,343 4,422 77 2 440 15,941
1974
51 1,477 1076 401 Mol .o v e e o 1 330
August ... . il ee ah Caem i e | e m o am el 1,545 1 108 4371 ML ol o PO 1,340
September. . - I & PR 1 562 1132 431 348 - PO - 1,378
Qectober .. .. T O 1,543 1,117 426 683 |-oo I . 1313
November. ... _. oo cov & ece cmmem | == ceem - - 1,612 1160 452 364 e - = e m mm om 1,332
December. _. .. .. . - . - . R 1,762 1,248 B04 I ... . - . 1,422
1977

January ..... e e o e em o omm e oa| - PR 1,686 1120 485 s l. ... . |- . . - 1 307
Febraly¥ .. vv = ac cv wr = cn mo|e em e -e 1,500 1 134 455 326 |- - - - W e e e 1,360
Marchee & o0 - & oman e s mea = e sm ma - 1,625 1,400 525 381 |.n . .. .. - e ,523
April __ ... e em 4 mmmee mem = = e e - 1,726 1 244 482 355 R, - —— 1,532
BY ce = cee e e eem mee el ee . 1797 1,316 481 363 - - R, 1,519
Juhe... .. en mmmem mmemm— - .- - 1,855 1 326 529 8n2{. - U, 1 511

July . . e e - e . _ - 1,655 1,198 457 352 e . —_— = (€)

1 Benefit expenditures from the Federal hospltal fnsurance and supple
mentary medical insurance trust funds as reported by the U 8§ Treastury

1 Excludes payments by Railroad Retirement Beard for beneficlarles
in Canadisn hospitals

t Benefits in Callfornis and New York {from 1950), Including payments
under private plang Monthly data not svallable

+ Benefits under Federal workmen 8 compensation laws and under State

laws pald by private insurance earriers, Btate funds and self Insurers De-
gmnins 1054, includes data for Alaska and Hawali Monthly data not avall
able

* Federal matching for medical vendor payments under public assistance
began October 1950

¥ Data not available

Boures U B Treasury and unpublished data from administrative agencles

OASDHI AND WORKERS’
COMPENSATION

{Continued from page 32)

ferently in each of the four States Alaska reduces
the benefit by an amount, as nearly as practicable,
equal to one-half the periodic benefit under
OASDHI Colorado reduces the benefit on a
dollar-for-dollar basis Minnesota reduces the
benefit on a dollar-for-dollar basis for any com-
bined workers’ compensation and OASDHI sur-
vivor benefit that exceeds 100 percent of the de-
ceased worker’s earnings at the time of death
New York reduces the benefit, by a graduated
formula, up to 50 percent of the surviving spouse’s

-

34

share of survivor benefits under the OASDHI
program

It 1s clear from the actions of recent national
review groups and from new legislation m the
States that a continming drive exists to umprove
the interface between the benefit systems under
the workers’ compensation and OASDHI pro-
grams Experience under the current Federal
offset for disability benefits has shown that the
magnitude of overlap between the two programs
has not been great But as benefit levels increase
and concern 15 shown for relating the two pro-
grams more broadly—with respect to survivor
benefits, for example—the overlapping of benefits
will become an even more Important 1ssue
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