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Adult OASDI Beneficiaries and SSI Recipients Who Need Representative Payees:
Projections for 2025 and 2035
by Chris E. Anguelov, Gabriella Ravida, and Robert R. Weathers Il

This article examines how changing demographics might affect the number of adult OASDI
beneficiaries and SSI recipients who need a representative payee to manage their benefit
payments. The authors use administrative data and projections from the Modeling Income in
the Near Term (MINT) model to project the number of beneficiaries who will need a repre-
sentative payee, with detail by beneficiary age, program type, and type of payee. Demand for
representative payees is projected to grow over the next two decades as the retired-worker
population increases. Because retired-worker beneficiaries are less likely than disabled-
worker beneficiaries to have a family member serve as their representative payee, the Social
Security Administration will need to increase efforts to recruit and monitor nonfamily rep-
resentative payees. The authors describe ongoing agency efforts to prepare for the projected
growth in demand for representative payees.

Employment, Earnings, and Primary Impairments Among Beneficiaries of Social
Security Disability Programs
by David R. Mann, Arif Mamun, and Jeffrey Hemmeter

This article examines the employment and earnings of Disability Insurance beneficiaries and
working-age Supplemental Security Income recipients across detailed primary-impairment
categories. The authors use 2011 data from linked Social Security administrative files to
identify which beneficiaries and recipients are most likely to have earnings and to have
higher levels of earnings. They find substantial heterogeneity in these outcomes across
primary impairments.

Retirement Plan Coverage by Firm Size: An Update
by Irena Dushi, Howard M. lams, and Jules Lichtenstein

This article provides an update of the relationship between pension plan coverage and firm
size among private-sector workers, using data from the Survey of Income and Program Par-
ticipation (SIPP) for 3 years: 2006, 2009, and 2012. Following previous work, our measures
of pension coverage and participation take into account, and correct for, survey-response
errors in the SIPP by using information in the W-2 records regarding tax-deferred earnings
to defined contribution plans. The authors’ findings show that compared with 2006, the offer
and participation rates of any pension plan slightly increased in 2009 and 2012. Through-
out the 2006—2012 period, offer and participation rates differed substantially by firm size,
whereas there was little difference in the take-up rate.
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The Supplemental Poverty Measure (SPM) and Nonaged Adults: How and Why the
SPM and Official Poverty Estimates Differ
by Benjamin Bridges and Robert V. Gesumaria

In 2011, the Census Bureau released its first report on the Supplemental Poverty Measure
(SPM). The SPM addresses many criticisms of the official poverty measure, and its intent
is to provide an improved statistical picture of poverty. This article examines the extent of
poverty identified by the two measures. The authors present a detailed examination of pov-
erty among nonaged adults (those aged 18—64). For a more comprehensive view of poverty
and comparison purposes, some findings are presented for younger and older segments of
the population.



ADULT OASDI BeENEFICIARIES AND SSI REecipiENTs WHO
NEED REPRESENTATIVE PAYEES: PROJECTIONS FOR 2025

AND 2035

by Chris E. Anguelov, Gabriella Ravida, and Robert R. Weathers 11*

For Social Security beneficiaries and Supplemental Security Income recipients who are not capable of manag-
ing their own benefit payments, the Social Security Administration (SSA) pays benefits to a representative payee.
We estimate that the demand for representative payees will increase from 2.94 million beneficiaries in 2013 to
3.27 million by 2025 and to 3.56 million by 2035. Growth in the number of retired-worker beneficiaries by 2025,
and the transition of the baby boom generation into the 85-or-older age category by 2035, account for much of
the increased demand for representative payees. Although 71.1 percent of disabled-worker beneficiaries who
need a payee have a family member serving in that role, only 57.3 percent of retired-worker beneficiaries do.
SSA should be prepared to recruit payees in numbers sufficient to meet the future demand, and to devote the
resources necessary to monitor payees and prevent their misuse of benefits.

Introduction

The Social Security Administration (SSA) sends
monthly cash payments to people who qualify for
benefits under the Old-Age, Survivors, and Disabil-
ity Insurance (OASDI) program and to those who
qualify for payments under the Supplemental Security
Income (SSI) program. Some people who qualify

for monthly payments under these programs have a
health condition that prevents them from managing
their benefit payments. When a program participant
is deemed incapable of managing his or her own
monthly benefit, SSA sends the payment to a repre-
sentative payee—a person or organization designated
by SSA to act on the beneficiary’s behalf.

Over the next two decades, the number of people
receiving benefits from the OASDI and SSI programs
will increase because of demographic factors such as
the aging of the baby boom generation. The increase
in the number of program participants will most likely
lead to an increase in the need for representative

payees. Although many beneficiaries will have a
family member who can serve as a payee, others will
not, and SSA will need to find suitable representative
payees for them. Expressing concern that SSA has
not adequately planned for the increasing numbers of
program participants who will need a representative
payee, the Government Accountability Office (GAO,
2013) recommended that SSA estimate the long-term
increase in the number of individuals who will need
a payee, their demographic characteristics, and the

Selected Abbreviations

GAO Government Accountability Office

MINT Modeling Income in the Near Term

OASDI  Old-Age, Survivors, and Disability
Insurance

SSA Social Security Administration

SSI Supplemental Security Income

* Chris Anguelov is with the Division of Policy Evaluation, Olffice of Research, Evaluation, and Statistics, Office of Retirement and
Disability Policy (ORDP), Social Security Administration (SSA). Gabriella Ravida is with the Office of Income Security Programs, Office
of Payment and Claimant Representative Policy, ORDP, SSA. Robert Weathers is with the Olffice of the Chief Actuary, SSA.

Note: Contents of this publication are not copyrighted, any items may be reprinted, but citation of the Social Security Bulletin as the
source is requested. The Bulletin is available on the web at http://www.socialsecurity.gov/policy/docs/ssb/. The findings and conclusions
presented in the Bulletin are those of the authors and do not necessarily represent the views of the Social Security Administration.
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resources that will be needed to meet the increased
demand. We address that recommendation by project-
ing the number and demographic characteristics of
beneficiaries who will need a payee. These findings
provide the foundation for a strategic plan to admin-
ister the representative payee program effectively in
the future.

We use administrative data from SSA and program
participation projections from Modeling Income in
the Near Term (MINT) to estimate the increase in
the number of adult OASDI beneficiaries and SSI
recipients who will need a representative payee.

We study beneficiaries aged 18 or older who are not
receiving benefits as disabled adult children or as
students aged 18—19. We focus on this group because
minor children, disabled adult children, and students
aged 18—19 generally have a parent or other family
member serving as their payee. To develop our pro-
jections, we disaggregate program participants into
groups categorized by beneficiary type and age. For
each disaggregated group, we compute the proportion
of participants with a representative payee and the
distribution by type of payee. We then apply the group
proportions and the distributions by payee type to the
MINT program participation projections for 2025 and
2035. The disaggregated numbers allow us to account
for changing distributions by age and type of benefi-
ciary over time, and the results allow SSA to develop
plans to target outreach efforts.

We estimate that the number of adult OASDI and
SSI program participants who meet our study criteria
and need a representative payee will increase from
2,941,037 as of December 2013 to 3,265,577 in 2025
and 3,558,915 in 2035. For beneficiaries whose rep-
resentative payee is not a family member, we project
an increase from 887,086 as of December 2013 to
1,008,175 in 2025 and 1,123,394 in 2035. The model
projects that the increases between 2013 and 2025 are
due primarily to greater numbers of retired-worker
beneficiaries, and that the increases between 2025
and 2035 are due primarily to greater proportions
of retired-worker beneficiaries who will be aged 85
or older. The projected growth in payee demand is
relatively modest for disabled-worker beneficiaries. By
2035, the gap between the numbers of retired-worker
beneficiaries and disabled-worker beneficiaries who
need payees is projected to close. We conclude that
SSA may need to (1) increase the number of payees to
serve the growing demand from retired-worker ben-
eficiaries; (2) bolster monitoring efforts to ensure that

payees do not misuse benefits; and (3) provide training
to payees to reduce the incidence of elder abuse and
financial exploitation.

Our estimates are subject to uncertainty because
we assume that the December 2013 proportion of
program participants who need a payee (and the
distribution by type of payee) will remain the same in
2025 and 2035. However, competing hypotheses about
future morbidity patterns support divergent alterna-
tive predictions of demand for representative payees
(Ailshire, Beltran-Sanchez, and Crimmins 2015). One
of these, the expansion-of-morbidity hypothesis, posits
that improvements in life expectancy are associated
with more years in poor health (Olshansky and oth-
ers 1991). The logical corollary is that the need for
representative payees will increase because greater
numbers of long-term survivors are more likely to
experience health declines and lose the capacity to
manage their finances. Salomon and others (2012)
provide recent evidence supporting the expansion-of-
morbidity hypothesis. A competing hypothesis posits
a compression of morbidity and predicts that substan-
tial improvements in healthy behaviors and function-
ing will reduce years in poor health (Fries 2005), with
the corollary that a smaller proportion of beneficiaries
will need a representative payee. Recent research
provides some evidence supporting the compression-
of-morbidity hypothesis in the United States (Cutler,
Ghosh, and Landrum 2014). We acknowledge these
hypotheses, yet we believe our assumption that 2013
distributions will not change dramatically by 2035 is
reasonable for strategic planning purposes. Never-
theless, we will monitor changes in the demand for
representative payees by payee type over time and
adjust our estimates as needed.

OASDI, SSI, and Representative Payees

OASDI is a social insurance program that pays
monthly benefits to qualified retired and disabled
workers and their dependents or survivors. A worker’s
payroll tax contributions and earnings determine
eligibility and benefit amounts. Additional eligibility
factors are age (for retired-worker and dependent ben-
efits) and disability (for disabled-worker benefits). SSI
is a means-tested program that guarantees a minimum
level of income for needy aged, blind, or disabled indi-
viduals. Applicants must meet income and resource
requirements to qualify for SSI payments, and those
younger than 65 must additionally meet SSA’s defi-
nition of disability. In December 2013, 54,805,000
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people received benefits from only the OASDI pro-
gram, 5,593,000 received payments from only the SSI
program, and 2,771,000 received both OASDI benefits
and SSI payments (SSA 2014b).

In such a large and diverse population of benefi-
ciaries, not all recipients are capable of managing
their own benefits. Therefore, the 1939 Amendments
to the Social Security Act authorized SSA to appoint
individuals or organizations to serve as representative
payees on behalf of beneficiaries who cannot manage
their own finances. By 2013, SSA cooperated with
over 5.9 million payees handling $74 billion in annual
benefits for over 8 million beneficiaries (SSA 2014a).

SSA determines whether an OASDI beneficiary
or SSI recipient needs a representative payee case
by case. If SSA determines that a beneficiary is not
capable of managing his or her benefits, or of direct-
ing someone else to manage them, SSA will select a
suitable representative payee for that beneficiary. The
determination is straightforward in some instances;
for example, SSA assigns a representative payee to all
beneficiaries aged younger than 15 and to adult benefi-
ciaries declared by a court to be not legally competent.
Payees must ensure that beneficiaries have all essen-
tials of living, such as food, clothing, shelter, utilities,
dental and medical care, and personal comfort items.
Payees are also responsible for putting all unused
funds into a savings account for the beneficiary.

Either individuals or organizations can serve as
payees. Individual payees are not financially compen-
sated for their duties; however, eligible organizational
payees can charge a service fee after SSA grants
written approval.! Organizational payees can include
local or state mental institutions, nursing homes,
nonprofit community-based organizations, or fee-for-
service organizations.

Selecting Payees

SSA strives to choose payees with the utmost concern
for beneficiaries. Overall, 79 percent of payees are
members of the beneficiary’s family, most commonly
a parent or spouse. However, regardless of the rela-
tionship, all payees must apply and be approved to
represent beneficiaries.

To select payees, SSA reviews applications, inter-
views applicants, and assesses applicants’ ability to
serve as payees. If more information about applicants
is necessary, the agency looks to third-party sources
before making a selection. In 2012, in an attempt to

further assure the selection of proper payees, SSA
implemented a pilot program to bar individual payee
applicants with certain felony records.? The agency
formally adopted the criminal bar policy nationwide in
February 2014. In 2013, SSA introduced an online tool
known as “PayeeWiz,” which provides field offices
with criminal history information about applicants
through the LexisNexis Accurint database. In this way,
field offices can use third-party data to supplement
applicant self-reporting when applying the criminal
bar policy to prevent wrongful payee selection.?

Monitoring Payees

After payees are appointed, SSA monitors them to
ensure that they fulfill their responsibilities to the
beneficiary. Monitoring includes on-site reviews
conducted every 3—4 years (depending on the type of
payee), reviews of annual accounting forms that track
how payees spent benefit payments, and interviews
with both payees and beneficiaries. If monitoring
detects the misuse of funds or inadequate representa-
tion, SSA either reeducates payees on their duties and
responsibilities or removes them. Before removing a
payee, SSA thoroughly investigates the case to ascer-
tain the best option for the beneficiary.

Challenges Administering the Program

Congress and other observers have expressed concerns
that the representative payee program, as currently
structured, may be difficult for SSA to administer
effectively in the future (GAO 2013, 1). GAO recom-
mended that SSA estimate the long-term increase

in the number of individuals who will need a payee
as well as their demographic characteristics. We
develop a methodology to project the need for repre-
sentative payees in 2025 and 2035 and use data from
SSA records and projections from MINT to produce
our estimates.

Methodology and Data

Our methodology accounts for differences in the
prevalence of beneficiaries who have representative
payees by beneficiary type (OASDI retired worker,
spouse, nondisabled widow(er), disabled worker,

or disabled widow(er); and SSI) and age group. For
example, we compute the percentage of retired-worker
beneficiaries with a payee in each of four age groups:
younger than 65, 65-74, 75—-84, and 85 or older. We
apply those percentages to population projections for
each age category within each program to estimate
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the number within the category who will need a payee
in 2025 and in 2035. Finally, we compute the sum of
the age-group estimates in each program to obtain a
programwide estimate of the need for a payee, and
then compute the sum of the programwide estimates
to estimate the number of those who will need a payee
overall. The equation below provides the mathematical
representation of our estimate.

J N -
F = ZE Pin2013 'Popi,n,z >

i=1 n=l

where P, is our projection for year ¢, i represents one of
J types of beneficiaries, n represents one of N age cat-
egories, p,, ;3 1S the 2013 percentage of beneficiaries
who have a payee for age category n within program i,
and Pop; , , is the population projection for age cat-
egory n within program i in year ¢ (2025, 2035).

Accounting for differences in the percentage of
beneficiaries who need a representative payee across
programs and age categories is important. As baby
boomers reach retirement age, the projected growth in
the number of retired-worker beneficiaries is substan-
tially larger than that of disabled-worker, survivor, and
spousal beneficiaries. Because the use of representa-
tive payees is less prevalent among retired-worker
beneficiaries than it is among disabled-worker benefi-
ciaries, our approach will provide a more appropriate
estimate than simply multiplying the overall preva-
lence in 2013 by the beneficiary population projections
for 2025 and 2035 would. Similarly, although the
growth in the number of retired workers will decrease
between 2025 and 2035, the growth in the number
of beneficiaries who need a representative payee is
projected to increase, as greater numbers of baby
boomers enter the 85-or-older age category. Because
the need for a representative payee is more prevalent
among beneficiaries aged 85 or older, our method will
likewise provide a more appropriate estimate of the
need for a payee than would simply multiplying the
prevalence of payee need by the projected beneficiary
populations for each program. Regardless of how they
are calculated, the projected overall prevalences will
differ from the 2013 overall prevalence because of
changing demographic patterns.

We use administrative data from SSA’s Master
Beneficiary Record and Supplemental Security Record
to calculate 2013 program participant counts and the
proportions of participants with representative payees.
We use these data to compute p, , ;- The numbers

for the OASDI program match the numbers shown

in Table 5.L1 of the Annual Statistical Supplement to
the Social Security Bulletin, 2014. To avoid double-
counting OASDI beneficiaries who also collect SSI
payments, we restrict our SSI population to recipients
who do not concurrently collect OASDI benefits.

Administrative data from SSA are limited in that
they identify only the representative payees that the
agency formally recognizes. However, in SSA (2010),
the agency’s Office of the Inspector General (OIG)
identified some beneficiaries aged 85 or older who
received help managing their finances without having
a formally designated representative payee. In the vast
majority of those cases, the OIG determined that a
family member was providing that help to the benefi-
ciary. Therefore, holding other factors constant, our
estimates will understate the true number of beneficia-
ries who receive help managing their finances. How-
ever, because almost all of the beneficiaries identified
by the OIG received informal help from a family mem-
ber, our estimates of beneficiaries aged 85 or older
with a nonfamily representative payee should not be
affected by that limitation in the administrative data.

We generate the 2025 and 2035 estimates of OASDI
beneficiaries using Version 6 of SSA’s MINT model.
MINT®6 provides a complete set of demographic and
economic projections for all individuals born from
1926 through 2070, carried forward until death or
2099 (Smith and others 2010). MINT uses data from
the 2001 and 2004 Surveys of Income and Program
Participation (SIPP), administrative files current as of
2009,* and assumptions from The 2009 Annual Report
of the Board of Trustees of the Federal Old-Age and
Survivors Insurance and Federal Disability Insurance
Trust Funds. MINT does not provide any information
on children.

Results and Analysis

In this section, we discuss the use of representative
payees as of December 2013 and the projected demand
for payees in 2025 and 2035. For all three years, we
present data on the distribution of payee demand by
beneficiary type and age group, with detail for nonfa-
mily payees. For 2013, we also present the percentage
distributions of beneficiaries with payees, by type of
payee. Although projections by detailed type of payee
are not discussed in this section, tables showing the
projected counts (rather than the percentage distribu-
tions) by type of payee appear in the Appendix.

http://www.socialsecurity.gov/policy/docs/ssb/
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In 2013, 42.7 percent of the payees who served
retired-worker beneficiaries were nonfamily members,
compared with only 28.9 percent for disabled-worker
beneficiaries. The projected growth in the number
of retired-worker beneficiaries, combined with their
greater proportional need for nonfamily payees, indi-
cates that SSA may need to prepare to recruit, screen,
train, and monitor additional payees to serve those
beneficiaries.

Chart 1 broadly summarizes the projected demand
for representative payees among the four most popu-
lous beneficiary-type groups. Although the number
of disabled-worker beneficiaries who need a payee
will grow, it will do so much more slowly than that of
retired-worker beneficiaries; in fact, as a proportion
of all adult OASDI beneficiaries with a representative
payee, disabled workers will decline (Chart 2). Inter-
estingly, the number of nondisabled widow(er) benefi-
ciaries needing a representative payee will decline in
the future because increasing numbers of women will
have entered the workforce and attained insured sta-
tus during their working years and thus will receive
retired-worker benefits on their own employment

Chart 1.

Number of adult OASDI beneficiaries and

SSl recipients with representative payees, by
selected beneficiary type: 2013 and projected
2025 and 2035

Beneficiaries
(in thousands)

1,500 -
Ssi
1,200 -
OASDI
900 retired worker
600 -
300 -
0 r r —
2013 2025 2035

SOURCE: Authors’ calculations using SSA records and MINT
projections.

record. Chart 3 tracks the changing age distribution of
retired-worker beneficiaries who will need a represen-
tative payee. Taken together, Charts 1-3 illustrate how
the growth in the need for representative payees will
be driven primarily by the increase in the numbers of
(1) retired-worker beneficiaries as of 2025 because of
the aging of baby boomers and (2) baby boomers who
will have reached age 85 by 2035.

Use of Representative Payees in 2013

In December 2013, about 8.2 million of the 63.2 mil-
lion OASDI beneficiaries and SSI recipients had

a representative payee.® More than half of those

8.2 million individuals were younger than 18

(Chart 4). Because the representative payee was a
custodial parent, grandparent, or other relative in
over 98 percent of those cases, we exclude child
beneficiaries and recipients from our analysis. Among
the remaining 3.7 million beneficiaries with a repre-
sentative payee, 769,403 were disabled adult chil-
dren or students aged 18—19. We also exclude those
groups from our analysis, and for a similar reason:
For the vast majority, their parents served as the

Chart 2.

Retired-worker, nondisabled widow(er), and
disabled-worker beneficiaries as percentages of
all adult OASDI beneficiaries with a representative
payee: 2013 and projected 2025 and 2035

H 2035

Percent M 2025

60

Retired
workers

Nondisabled
widow(er)s

Disabled
workers

SOURCE: Authors’ calculations using SSA records and MINT
projections.
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Chart 3.

Retired-worker beneficiaries in each of four age groups as percentages of all adult OASDI beneficiaries
with a representative payee: 2013 and projected 2025 and 2035

Percent M Youngerthan 65 [l 65-74 [l 75-84 M 85 or older
181

2013 2025 2035

SOURCE: Authors’ calculations using SSA records and MINT projections.

Chart 4.

Percentage distribution of all individuals with a representative payee (comprising adult OASDI
beneficiaries, by type; adult SSI recipients; and children, regardless of program), 2013

Disabled worker
SSl-only adult

Disabled adult child
or student

Retired worker

L& Other OASDI beneficiary types?

Younger than 18

SOURCE: Authors’ calculations using SSA records.

a. Nondisabled widow(er), 1.5 percent; spouse, 0.3 percent; and disabled widow(er), 0.2 percent.
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representative payee. Thus, the group we study con-
sists of adults (aged 18 or older) other than disabled
adult children and students aged 18—19. Among the
group of adult OASDI beneficiaries and SSI recipients
we study, about 2.9 million (or 5.1 percent) had a
representative payee.

In 2013, 1,636,106 (or 3.1 percent) of adult OASDI
beneficiaries had a representative payee (Table 1).
Within that group, 957,040 beneficiaries were disabled
workers (58.5 percent), followed by 519,780 retired
workers (31.8 percent) and 120,565 nondisabled
widow(er)s (7.4 percent). The most prevalent types of
representative payees for retired-worker beneficiaries
were nonmental institutions such as nursing homes
(29.6 percent), children (27.1 percent), relatives other
than a parent or spouse or child (15.2 percent), and
spouses (14.1 percent). For nondisabled widow(er)
beneficiaries, representative payees were most often
the beneficiary’s child (44.4 percent), a nonmental
institution (33.6 percent), or a relative outside the
immediate family (12.0 percent). The most prevalent
types of representative payees for disabled work-
ers were parents (29.8 percent), relatives outside the
immediate family (19.0 percent), spouses (16.6 per-
cent), and “other” (9.9 percent). According to SSA
records, the “other” representative payee category
comprises 10 subcategories, of which the three most
common are friends of the beneficiary or of the ben-
eficiary’s family, significant others or former spouses,
and guardians.

Among adult recipients of SSI payments only,
29.9 percent had a representative payee (Table 2). The
age distribution for this population was 91.9 percent
aged 18—64, 4.0 percent aged 65—74, and 4.1 per-
cent aged 75 or older (not shown). Overall, the most
prevalent types of representative payees were parents
(47.3 percent); other relatives, which in this context
combines all relatives outside immediate family
members and grandparents (16.2 percent); and “other”
payees (8.5 percent). However, when focusing on
retirement-age recipients (65 or older), we see a shift
in the most prevalent types of payees. For recipients
aged 6574, the most prevalent types were other
relatives (25.5 percent), children (25.1 percent), and
nonmental institutions (19.5 percent). For recipients
aged 75 or older, the proportion of representative pay-
ees who were the recipient’s child spiked to 46.0 per-
cent, followed by other relatives (22.5 percent) and
nonmental institutions (16.6 percent).

2025 Projections

We project that the number of program participants
overall who need a payee will increase from 2.94 mil-
lion in 2013 to 3.27 million by 2025, and the number
who will have a nonfamily payee will increase by
114,336 to slightly more than 1 million as of 2025
(Table 3). For OASDI beneficiaries, the group with the
largest increase in the need of a representative payee
by 2025 is retired workers. We project that the number
of retired-worker beneficiaries with representative
payees will increase from 519,780 to 768,474—a
difference of 248,694 beneficiaries, or 47.8 percent.
Charts 2 and 3 highlight that rapid growth, which is
due to the projected increase in the total number of
retired-worker beneficiaries as baby boomers enter the
program. That demographic shift is illustrated by the
projected demand for payees in the 75—84 age group;
by 2025, that group will experience the greatest rate
of growth, with an increase of 107,270 beneficiaries,
or 69.2 percent (Table 3). Finally, we project that the
number of retired-worker beneficiaries who will need
a nonfamily member to serve as their payee will
increase from 221,784 in 2013 to 326,769 by 2025,
indicating that SSA may need to devote additional
resources to finding and monitoring payees for an
additional 104,985 retired-worker beneficiaries.

The number of disabled-worker beneficiaries who
need a representative payee will increase much more
slowly than that of retired-worker beneficiaries. From
2013 to 2025, we project demand to increase from
957,040 to 1,077,868 disabled-worker beneficiaries, a
difference of only 120,828, or 12.6 percent. The 35—44
age group will exhibit the greatest change, with its
need for representative payees projected to increase by
70,602 beneficiaries, or 38.8 percent. We also project
a relatively modest increase of about 28,605 disabled-
worker beneficiaries who will need a nonfamily
representative payee.

The demand for representative payees among
nondisabled widow(er) beneficiaries is projected to
decrease substantially by 2025 because of the growth
in women’s labor force participation and the corre-
sponding increase in their eligibility for retired-worker
benefits based on their own earning record rather than
that of a spouse. We project that the number of non-
disabled widow(er)s with representative payees will
decline to 52,899, a reduction of 67,666 beneficiaries,
or 56.1 percent. The 6574 age group shows the great-
est rate of projected change, with a decrease of 14,519
beneficiaries, or 79.4 percent.

Social Security Bulletin, Vol. 75, No. 2, 2015



Table 1.
Adult OASDI beneficiaries with a representative payee, by type of payee and beneficiary type and age, December 2013

With representative
payee Type of representative payee (percentage distribution)

Non- Financial

Beneficiary type Other mental Mental Social Public| organiza-
and age Totall| Number|Percent| Parent® Spouse Child?| relative| institution| institution| agency official tion Other

All adult

beneficiaries 53,565,990 1,636,106 3.1 17.9 14.6 16.1 17.2 171 25 4.8 0.9 0.5 8.4
Retired worker 37,892,659 519,780 1.4 0.9 141 271 15.2 29.6 1.5 3.3 1.2 0.4 6.7
Younger than 65 3,167,203 7,715 0.2 3.3 13.5 15.0 27.7 18.6 2.3 5.4 1.4 0.4 12.4
65-74 19,824,033 189,509 1.0 1.3 24.0 17.3 18.5 22.5 2.2 4.6 1.2 0.4 7.9
75-84 10,625,868 154,927 15 0.6 13.2 28.2 12.8 32.9 1.3 3.1 14 0.4 6.2
85 or older 4,275,555 167,629 3.9 0.7 3.7 37.6 13.2 35.2 0.8 1.8 1.1 0.4 5.5
Spouse 2,442,308 23,620 1.0 1.4 28.8 34.0 10.5 171 1.1 23 0.8 0.2 3.8
Younger than 65 311,349 2,513 0.8 5.5 48.4 20.3 121 4.9 1.1 2.6 0.6 0.3 4.1
65-74 1,251,166 9,965 0.8 0.8 29.6 31.3 11.4 16.3 1.6 3.3 1.0 0.2 4.5
75-84 714,235 7,693 1.1 0.9 251 36.8 9.3 21.4 0.9 1.5 0.7 0.2 3.2
85 or older 165,558 3,449 21 1.3 20.2 45.6 9.3 18.9 0.3 0.8 0.5 0.1 3.0
Nondisabled widow(er) 4,032,825 120,565 3.0 1.1 0.2 44 4 12.0 33.6 1.0 21 1.0 0.3 4.5
Younger than 65 584,424 2,455 0.4 10.0 0.2 41.8 243 10.1 14 3.6 0.9 0.3 7.2
65-74 1,175,655 18,282 1.6 0.9 0.3 40.5 16.0 28.1 1.7 4.4 1.3 0.3 6.5
75-84 1,198,541 36,353 3.0 0.8 0.2 43.0 10.8 35.6 1.1 24 1.2 0.3 4.6
85 or older 1,074,205 63,475 5.9 0.9 0.1 46.4 11.0 34.9 0.7 1.3 0.7 0.2 3.8
Disabled worker 8,940,950 957,040 10.7 29.8 16.6 5.7 19.0 8.3 3.3 6.0 0.8 0.5 9.9
25-34 510,785 156,864 30.7 64.6 4.4 0.1 114 3.8 25 4.8 0.5 0.4 7.6
35-44 1,030,662 181,778 17.6 47.5 11.5 1.1 13.7 5.7 3.3 6.1 0.6 0.5 10.0
45-54 2,462,661 277,363 11.3 25.2 17.2 53 20.9 8.1 3.7 6.8 0.8 0.6 114
55-FRA 4,936,842 341,035 6.9 8.1 24 .4 11.2 23.8 12.0 3.3 5.8 1.0 0.5 9.9
Disabled widow(er) 257,248 15,101 5.9 51 0.5 36.4 25.6 12.5 21 54 1.0 0.4 10.8
Younger than 55 34,444 2,180 6.3 11.0 0.4 30.4 29.5 51 2.2 5.9 0.6 0.4 14.6
55-FRA 222,804 12,921 5.8 41 0.6 37.5 25.0 13.8 21 5.3 1.0 0.4 10.2

SOURCE: Authors' calculations using SSA records.

NOTES: Rounded components of percentage distributions do not necessarily sum to 100.0.
FRA = full retirement age.

a. Natural, adoptive, or stepparent/stepchild.
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Table 2.
Adult SSl-only recipients with a representative payee, by type of payee and age of recipient, December 2013

With representative
payee Type of representative payee (percentage distribution)

Non- Financial

Grand- Other mental Mental Social Public| organiza-
Recipient age Totall| Number| Percent| Parent® Spouse Child ® parent| relative| institution| institution| agency official tion Other

All adult

recipients 4,370,138 1,304,931 29.9 47.3 3.0 5.8 2.6 16.2 7.0 3.4 5.2 0.7 0.3 8.5
18-64 3,439,117 1,198,858 34.9 51.4 2.8 3.2 2.9 15.5 6.1 3.4 5.3 0.6 0.3 8.7
65-74 414,939 52,136 12.6 1.9 6.5 251 0.0 25.5 19.5 4.5 6.5 1.8 0.3 8.4
75 or older 516,082 53,937 10.5 1.1 4.4 46.0 0.1 22.5 16.6 1.9 25 0.8 0.1 41

SOURCE: Authors' calculations using SSA records.
NOTE: Rounded components of percentage distributions do not necessarily sum to 100.0.

a. Natural, adoptive, or stepparent/stepchild.
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Table 3.

Number of adult OASDI beneficiaries and SSl-only recipients with any representative payee and with a
nonfamily representative payee, by program and beneficiary type and age: 2013 and projected 2025
and 2035

Projected change from—

Beneficiary type and age 2013 2025 2035 2013 to 2025| 2025 to 2035| 2013 to 2035
Any representative payee
Overall 2,941,037 3,265,580 3,558,921 324,543 293,341 617,884
OASDI 1,636,106 1,926,004 2,189,442 289,898 263,438 553,336
Retired worker 519,780 768,474 1,001,985 248,694 233,511 482,205
Younger than 65 7,715 11,664 10,526 3,949 -1,138 2,811
65-74 189,509 301,904 305,180 112,395 3,276 115,671
75-84 154,927 262,197 358,443 107,270 96,246 203,516
85 or older 167,629 192,709 327,836 25,080 135,127 160,207
Spouse 23,620 13,006 12,148 -10,614 -858 -11,472
Younger than 65 2,513 1,952 2,022 -561 70 -491
65-74 9,965 5,072 4,852 -4,893 -220 -5,113
75-84 7,693 5,122 4,339 -2,571 -783 -3,354
85 or older 3,449 860 935 -2,589 75 -2,514
Nondisabled widow(er) 120,565 52,899 45,090 -67,666 -7,809 -75,475
Younger than 65 2,455 2,616 2,211 161 -405 -244
65-74 18,282 3,763 3,812 -14,519 49 -14,470
75-84 36,353 16,922 12,262 -19,431 -4,660 -24,091
85 or older 63,475 29,598 26,805 -33,877 -2,793 -36,670
Disabled worker 957,040 1,077,868 1,118,278 120,828 40,410 161,238
25-34 156,864 207,385 207,274 50,521 -111 50,410
35-44 181,778 252,380 252,097 70,602 -283 70,319
45-54 277,363 245,325 268,911 -32,038 23,586 -8,452
55 or older 341,035 372,778 389,996 31,743 17,218 48,961
Disabled widow(er) 15,101 13,757 11,941 -1,344 -1,816 -3,160
Younger than 55 2,180 1,802 973 -378 -829 -1,207
55 to FRA 12,921 11,955 10,968 -966 -987 -1,953
SSi 1,304,931 1,339,576 1,369,479 34,645 29,903 64,548
18-64 1,198,858 1,197,116 1,206,320 -1,742 9,204 7,462
65-74 52,136 77,747 74,901 25,611 -2,846 22,765
75 or older 53,937 64,713 88,258 10,776 23,545 34,321
(Continued)
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Table 3.

Number of adult OASDI beneficiaries and SSl-only recipients with any representative payee and with a
nonfamily representative payee, by program and beneficiary type and age: 2013 and projected 2025

and 2035—Continued

Projected change from—

Beneficiary type and age 2013 2025 2035 2013 to 2025| 2025 to 2035| 2013 to 2035
Nonfamily representative payee
Overall 886,217 1,000,553 1,121,201 114,336 120,648 234,984
OASDI 559,907 661,376 774,855 101,469 113,479 214,948
Retired worker 221,784 326,769 431,498 104,985 104,729 209,714
Younger than 65 3,124 4,723 4,262 1,599 -461 1,138
65-74 73,699 117,409 118,683 43,710 1,274 44,984
75-84 69,989 118,449 161,928 48,460 43,479 91,939
85 or older 74,972 86,188 146,625 11,216 60,437 71,653
Spouse 5,977 3,258 3,011 -2,719 -247 -2,966
Younger than 65 343 266 277 =77 11 -66
65-74 2,674 1,361 1,303 -1,313 -58 -1,371
75-84 2,145 1,428 1,210 =717 -218 -935
85 or older 815 203 221 -612 18 -594
Nondisabled widow(er) 51,147 22,170 18,827 -28,977 -3,343 -32,320
Younger than 65 580 619 522 39 -97 -58
65-74 7,735 1,592 1,613 -6,143 21 -6,122
75-84 16,413 7,640 5,536 -8,773 -2,104 -10,877
85 or older 26,419 12,319 11,156 -14,100 -1,163 -15,263
Disabled worker 276,127 304,732 317,635 28,605 12,903 41,508
25-34 30,599 40,454 40,432 9,855 -22 9,833
35-44 47,561 66,034 65,958 18,473 -76 18,397
45-54 87,012 76,961 84,361 -10,051 7,400 -2,651
55 or older 110,955 121,283 126,884 10,328 5,601 15,929
Disabled widow(er) 4,872 4,447 3,884 -425 -563 -988
Younger than 55 626 518 279 -108 -239 -347
55 to FRA 4,246 3,929 3,605 -317 -324 -641
SSI 326,310 339,177 346,346 12,867 7,169 20,036
18-64 290,963 290,540 292,774 -423 2,234 1,811
65-74 21,369 31,866 30,700 10,497 -1,166 9,331
75 or older 13,978 16,771 22,872 2,793 6,101 8,894

SOURCE: Authors' calculations using SSA records and MINT projections.
NOTES: Data for 2013 are as of December.

FRA = full retirement age.

Social Security Bulletin, Vol. 75, No. 2, 2015

11



For recipients of only SSI payments, we project
modest increases in the need for representative pay-
ees overall, with more substantial increases among
recipients aged 65 or older. We project that by 2025,
the number of recipients aged 65-74 with representa-
tive payees will increase by 25,611 (or 49.1 percent),
and those aged 75 or older will increase by 10,776
(or 20.0 percent). However, the number of recipients
aged 18—64 with a representative payee will stay
relatively stable, declining slightly from 1,198,858 in
2013 to 1,197,116 in 2025. As with the 2025 OASDI
projections, the rapid increase in the elderly population
drives the overall SSI increase.

2035 Projections

We project that the number of program participants
overall who need a representative payee will increase
from 3.27 million in 2025 to 3.56 million by 2035 and
that the number of participants who need a nonfamily
payee will increase by 120,648 between 2025 and 2035
to 1.12 million. Demographic changes will continue

to shift a greater share of program participants toward
retired-worker beneficiary status, especially those
aged 85 or older, who accounted for 10.2 percent of all
beneficiaries with a payee in 2013 and will account for
15.0 percent of them in 2035 (Chart 3).

For 2035, we project that the number of retired-
worker beneficiaries with representative payees
will grow to 1,001,985—an increase of 233,511 (or
30.4 percent) from 2025 and of 482,205 (or 92.8 per-
cent) from 2013 (Table 3). Among retired workers, the
age group with the greatest change between 2025 and
2035 is 85 or older, which will increase by 135,127
beneficiaries (or 70.1 percent). The number of retired-
worker beneficiaries with a nonfamily representative
payee is projected to increase from 326,769 in 2025 to
431,498 by 2035, nearly doubling the 2013 count.

The number of disabled-worker beneficiaries who
need representative payees will also continue to
increase between 2025 and 2035, but more slowly.
We project a population of 1,118,278 disabled work-
ers with a representative payee by 2035, an increase
of 40,410 beneficiaries (3.7 percent) from 2025 and of
161,238 beneficiaries (16.8 percent) from 2013. The
age group with the greatest change between 2025 and
2035 (ages 45—-54) will increase by 23,586 benefi-
ciaries (9.6 percent). The number of disabled-worker
beneficiaries with a nonfamily representative payee is
projected to increase from 304,732 in 2025 to 317,635

by 2035, or 41,508 more beneficiaries than there were
in 2013.

The demand for representative payees among
nondisabled widow(er) beneficiaries will decline less
dramatically between 2025 and 2035 than it will have
between 2013 and 2025. We project that the number
of nondisabled widow(er)s with payees will decline
to 45,090 in 2035, a decrease of 7,809 beneficiaries
(14.8 percent) from 2025 but of 75,475 beneficiaries
(62.6 percent) from 2013. Among the age groups, the
greatest change between 2025 and 2035 will occur
for the group aged 75—84; its numbers will decline by
4,660 beneficiaries (27.5 percent). Yet the greatest pro-
portional change between 2013 and 2035 will occur in
the group aged 6574, which will decrease by 14,470
beneficiaries, or 79.1 percent.

For recipients of only SSI payments, we project the
greatest increase in demand for representative payees
between 2025 and 2035 among recipients aged 75 or
older. The model suggests that this population will
reach 88,258 in 2035, an increase of 23,545 recipients
(or 36.4 percent) from 2025 and of 34,321 recipients
(or 63.6 percent) from 2013. We expect that the num-
ber of recipients aged 18—64 will also increase, but by
less than 1 percent of the 2013 level. Specifically, this
population is projected to increase by 9,204 recipients
(or 0.8 percent) after 2025 and by 7,462 recipients (or
0.6 percent) after 2013. Conversely, we anticipate that
the growth in the number of recipients aged 65-74
who need representative payees will stabilize by 2035,
having decreased slightly (by 2,846 recipients, or
3.7 percent) after 2025.

Discussion and Conclusions

We estimate that the number of adult OASDI benefi-
ciaries and SSI recipients who meet our study criteria
and who need a representative payee will increase
from 2.94 million in 2013 to 3.27 million by 2025 and
to 3.56 million by 2035. The growth in the number of
representative payees is driven primarily by growth
in the retired-worker beneficiary population between
2013 and 2025 and by the 85-or-older age group’s
increasing share of that population as the baby boom
generation ages between 2025 and 2035. As baby
boomers become retired-worker beneficiaries in the
coming years, the number who are estimated to need
a representative payee will grow from about 520,000
in 2013 to about 768,000 by 2025. As they enter the
85-or-older age category in increasing numbers by

12

http://www.socialsecurity.gov/policy/docs/ssb/


http://www.socialsecurity.gov/policy/docs/ssb/

2035, the number of retired-worker beneficiaries

who need a payee will continue to increase to about

1 million. In fact, the gap between retired-worker and
disabled-worker beneficiaries who need payees will
shrink considerably, from about 437,000 in 2013 to
only about 116,000 by 2035.

The growth in demand for representative payees
poses management challenges for SSA. Among
disabled-worker beneficiaries who needed a payee
in 2013, 71.1 percent had a family member serving
in that role, but only 57.3 percent of retired-worker
beneficiaries with a payee had a family member
performing that service. Thus, SSA may not only need
to find payees for an increasing retired-worker benefi-
ciary population, it may also need to devote additional
resources for monitoring far greater numbers of
nonfamily payees to ensure that those payees do not
misuse benefits.

SSA is planning for these challenges through
several initiatives. First, the agency is conducting
pilot projects to recruit more representative payees.
One example, the Pro Bono Pilot, is designed to
recruit lawyers in good standing to serve as repre-
sentative payees as part of their required pro bono
work. This project will begin in Maryland, and if it
proves successful there, SSA plans to expand the pilot
to other states. In collaboration with other federal
agencies and organizations, SSA will also initi-
ate two other pilot projects to recruit a new pool of
payees, to provide them with interdisciplinary training
designed to heighten awareness of elder abuse and
exploitation, and to develop effective strategies for
working with the banking community to help protect
beneficiary assets.

Second, SSA is reexamining its methods of moni-
toring representative payees to protect beneficiaries
from payee misuse of their benefits. Those methods
will include the following:

* using public records to check the financial back-
ground (and any criminal history) of payees;

 sharing data with federal, state, and local organiza-
tions responsible for assigning guardians or payees;

+ using predictive models to identify benefit-misuse
risk factors and to target monitoring activities;

» providing interdisciplinary training on identifying
and reporting elder abuse; and

* identifying best practices for monitoring payees.

Third, SSA is reaching out to other public and
private organizations that serve the elderly popula-
tion. By coordinating efforts with those organizations,
the agency may be able to find ways to administer its
representative payee program more efficiently. These
efforts are in their early stages and will need to be
sustained in order to address the needs of the growing
retired-worker population.

Although our projections are subject to uncertainty,
they indicate the scope of the challenges SSA will face
in administering the representative payee program.

As the agency gains more information on the need

for representative payees, researchers will be able to
reexamine our estimates and provide additional insight
into the strategies that could help SSA manage the
representative payee program most effectively.

Social Security Bulletin, Vol. 75, No. 2, 2015
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Appendix

Table A-1.
Number of adult OASDI beneficiaries with a representative payee, by type of payee and beneficiary type and age, projected 2025 and 2035
Beneficiaries Type of representative payee
With Non- Financial
Beneficiary type representative Other mental Mental Social Public| organiza-
and age Total payee| Parent®l Spouse Child ® relative| institution| institution agency official tion Other
2025
All adult
beneficiaries 72,502,321 1,926,004 355,121 290,764 291,087 327,656 332,827 47,474 91,989 18,640 8,725 161,721

Retired worker 59,267,974 768,474 7,320 115,678 200,656 118,051 224,299 11,729 26,090 9,660 3,061 51,930
Younger than 65 4,788,198 11,664 381 1,577 1,748 3,235 2,166 271 635 165 42 1,444
65-74 31,581,319 301,904 3,866 72,412 52,349 55,868 68,068 6,654 13,845 3,763 1,345 23,734
75-84 17,983,200 262,197 1,670 34,591 74,010 33,477 86,255 3,320 8,076 3,610 987 16,201
85 or older 4,915,257 192,709 1,403 7,098 72,549 25,471 67,810 1,484 3,534 2,122 687 10,551

Spouse 1,395,508 13,006 207 3,905 4,262 1,374 2,180 151 301 102 26 498
Younger than 65 241,898 1,952 108 946 395 237 96 22 51 12 5 80
65-74 636,860 5,072 43 1,500 1,589 579 825 82 167 51 9 227
75-84 475,415 5,122 45 1,285 1,886 478 1,096 45 76 35 11 165
85 or older 41,335 860 11 174 392 80 163 2 7 4 1 26

Nondisabled widow(er) 1,923,427 52,899 702 85 23,614 6,328 17,677 480 1,042 502 140 2,329
Younger than 65 622,692 2,616 262 6 1,094 635 265 36 95 25 9 189
65-74 241,962 3,763 35 12 1,523 601 1,057 63 165 49 12 246
75-84 557,881 16,922 138 38 7,278 1,828 6,029 179 404 210 46 772
85 or older 500,892 29,598 267 29 13,719 3,264 10,326 202 378 218 73 1,122

Disabled worker 9,680,807 1,077,868 346,200 171,021 57,5631 198,384 86,932 34,821 63,812 8,244 5,439 105,484
25-34 675,291 207,385 133,989 9,027 201 23,714 7,876 5,148 10,008 1,007 742 15,673
35-44 1,430,963 252,380 119,971 29,102 2,748 34,525 14,313 8,335 15,368 1,638 1,215 25,165
45-54 2,178,205 245,325 61,907 42,113 12,975 51,369 19,891 9,093 16,714 1,975 1,438 27,850
55-FRA 5,396,348 372,778 30,333 90,779 41,607 88,776 44,852 12,245 21,722 3,624 2,044 36,796

Disabled widow(er) 234,605 13,757 692 75 5,024 3,519 1,739 293 744 132 59 1,480
Younger than 55 28,449 1,802 198 7 547 532 92 40 106 10 7 263
55-FRA 206,156 11,955 494 68 4,477 2,987 1,647 253 638 122 52 1,217

(Continued)
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Table A-1.

Number of adult OASDI beneficiaries with a representative payee, by type of payee and beneficiary type and age, projected 2025 and

2035—Continued

Beneficiaries Type of representative payee
With Non- Financial
Beneficiary type representative Other mental Mental Social Public| organiza-
and age Total payee| Parent® Spouse Child ® relative| institution| institution agency official tion Other
2035
All adult
beneficiaries 82,470,374 2,189,442 363,633 317,037 368,309 365,608 413,502 51,086 99,831 21,730 9,779 178,927
Retired worker 69,191,670 1,001,985 8,922 133,984 279,090 148,491 304,035 14,035 31,622 12,498 3,916 65,392
Younger than 65 4,321,689 10,526 344 1,423 1,577 2,920 1,955 244 573 149 38 1,303
65-74 31,924,106 305,180 3,908 73,198 52,917 56,474 68,806 6,727 13,996 3,804 1,359 23,991
75-84 24,584,132 358,443 2,284 47,288 101,177 45,766 117,916 4,539 11,041 4,935 1,349 22,148
85 or older 8,361,743 327,836 2,386 12,075 123,419 43,331 115,358 2,525 6,012 3,610 1,170 17,950
Spouse 1,307,016 12,148 203 3,690 3,953 1,291 1,994 143 285 96 25 468
Younger than 65 250,393 2,022 112 979 409 245 100 23 53 12 6 83
65-74 609,025 4,852 41 1,434 1,520 554 789 79 160 49 9 217
75-84 402,774 4,339 38 1,088 1,598 405 929 38 64 30 9 140
85 or older 44,824 935 12 189 426 87 176 3 8 5 1 28
Nondisabled widow(er) 1,629,688 45,090 600 70 20,166 5,427 15,016 408 881 420 118 1,984
Younger than 65 526,623 2,211 222 5 925 537 224 31 80 21 7 159
65-74 245,106 3,812 36 12 1,542 609 1,071 64 167 50 12 249
75-84 404,317 12,262 100 27 5,274 1,325 4,369 130 292 152 33 560
85 or older 453,642 26,805 242 26 12,425 2,956 9,352 183 342 197 66 1,016
Disabled worker 10,137,515 1,118,278 353,348 179,226 60,697 207,372 90,896 36,247 66,400 8,599 5,668 109,825
25-34 674,935 207,274 133,918 9,022 201 23,701 7,871 5,145 10,003 1,007 741 15,665
35-44 1,429,362 252,097 119,837 29,070 2,745 34,487 14,297 8,325 15,351 1,636 1,213 25,136
45-54 2,387,625 268,911 67,859 46,162 14,222 56,307 21,804 9,967 18,321 2,165 1,576 30,528
55-FRA 5,645,593 389,996 31,734 94,972 43,529 92,877 46,924 12,810 22,725 3,791 2,138 38,496
Disabled widow(er) 204,485 11,941 560 67 4,403 3,027 1,561 253 643 117 52 1,258
Younger than 55 15,375 973 107 4 296 287 50 21 57 5 4 142
55-FRA 189,110 10,968 453 63 4,107 2,740 1,511 232 586 112 48 1,116
SOURCE: Authors' calculations using SSA records and MINT projections.
NOTE: FRA = full retirement age.
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Table A-2.

Number of adult SSI-only recipients with a representative payee, by type of payee and age of recipient, projected 2025 and 2035

Recipients Type of representative payee
With Non- Financial
representative Grand- Other mental Mental Social Public| organiza-
Recipient age Total payee| Parent® Spouse Child ® parent| relative| institution| institution] agency official tion Other
2025
All adult
recipients 4,672,084 1,339,576 617,570 41,003 87,636 34,345 219,845 98,516 45,178 69,521 9,318 3,446 113,198
18-64 3,434,122 1,197,116 615,401 33,111 38,343 34,268 185,453 72,622 40,442 62,878 7,431 3,145 104,022
65-74 618,769 77,747 1,449 5,028 19,550 6 19,847 15,163 3,521 5,057 1,399 228 6,499
75 or older 619,193 64,713 720 2,864 29,743 71 14,545 10,731 1,215 1,586 488 73 2,677
2035
All adult
recipients 4,901,093 1,369,479 622,510 42,115 98,035 34,635 225836 102,424 45,803 70,396 9,502 3,490 114,733
18-64 3,460,522 1,206,320 620,132 33,365 38,638 34,532 186,879 73,181 40,753 63,361 7,488 3,170 104,821
65-74 596,121 74,901 1,396 4,844 18,834 6 19,120 14,608 3,392 4,872 1,348 220 6,261
75 or older 844,450 88,258 982 3,906 40,563 97 19,837 14,635 1,658 2,163 666 100 3,651

SOURCE: Authors' calculations using SSA records and MINT projections.

a. Natural, adoptive, or stepparent/stepchild.

16

http://www.socialsecurity.gov/policy/docs/ssb/


http://www.socialsecurity.gov/policy/docs/ssb/

Notes

Acknowledgments: We thank Tiffany Bosley, Irena Dushi,
Bert Kestenbaum, and Mark Sarney for their thoughtful
comments on an earlier version of this article; we are also
grateful to Angela Harper, Chris Motsiopoulos, Clark Pick-
ett, and Mark Sarney for providing the data we used.

! For more information on fee-for-service payees, see
sections 205(j)(4), 205(j)(6)(A)(ii), 1631(a)(2)(D), and
1631(a)(2)(G)(1)(IT) of the Social Security Act.

2 Although SSA always considered an individual’s crimi-
nal history when determining suitability as a payee, the
pilot program identified the specific felonies for which an
applicant would be barred. A criminal record that included
human trafficking, false imprisonment, kidnapping, rape/
sexual offense, first degree homicide, robbery, fraud, fraud
by scheme, theft of government funds/property, abuse/
neglect, forgery, or identity theft would automatically bar
an applicant from consideration.

’ For more information on the payee selection process,
see section 205(j)(1) of the Social Security Act.

4 The administrative files used in MINT include the
Detailed Earnings Record, the Summary Earnings Record,
the Supplemental Security Record, the Master Beneficiary
Record, and the Numerical Identifier (or Numident) file.

5 Our estimate of 8.2 million differs from the 8.6 mil-
lion reported in GAO (2013) because GAO double-counted
beneficiaries who were dually entitled for OASDI and SSI.
GAO also included some beneficiaries who were coded as
having a representative payee of “self.”
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EMPLOYMENT, EARNINGS, AND PRIMARY IMPAIRMENTS
AMONG BENEFICIARIES OF SOCIAL SECURITY DISABILITY

PROGRAMS

by David R. Mann, Arif Mamun, and Jeffrey Hemmeter*

Empirical evidence on the relationship between the primary impairments of Social Security disability program
beneficiaries and the employment and earnings experiences of those beneficiaries is limited. To provide such
evidence, we classify recent Disability Insurance beneficiaries and working-age Supplemental Security Income
recipients according to 25 detailed primary-impairment categories and examine their employment and earnings
patterns using 2011 data from linked Social Security administrative files. We find substantial heterogeneity in
employment and earnings across primary impairments. We also find that if we restrict our sample to beneficiaries
with earnings (and then further restrict it to those with earnings above the substantial gainful activity level), some
impairment categories that are strongly associated with employment status are not as strongly associated with
higher earnings. These findings can inform new initiatives designed to help beneficiaries return to work or suc-

cessfully transition into the adult workforce.

Introduction

The two major disability programs administered by
the Social Security Administration (SSA)—Disability
Insurance (DI) and Supplemental Security Income
(SSI)—have experienced substantial growth in recent
decades. The number of DI disabled-worker benefi-
ciaries grew from 2.9 million in December 1980 to
8.8 million in December 2012, and the number of
working-age SSI recipients increased from 1.5 million
at the start of the program in January 1974 to about
4.9 million in December 2012 (Stapleton and Wit-
tenburg 2011; SSA 2013a, Table 3; 2013b, Table 4).
This growth in program participation has spurred
strong policy interest in understanding beneficiary
employment patterns and, ultimately, helping some
beneficiaries to find work and earn enough to become

as self-sufficient as possible (Rupp and Stapleton 1998;
Stapleton and Burkhauser 2003).

As these programs have grown, the distribution of
disabling conditions among Social Security disability
program beneficiaries has also changed.' For example,
mental impairments accounted for 10.3 percent of
DI disabled-worker awards in 1981; that share more

Selected Abbreviations

AIDS acquired immune deficiency syndrome
DAF Disability Analysis File

DI Disability Insurance

HIV human immunodeficiency virus

MEF Master Earnings File
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Selected Abbreviations—Continued

SGA substantial gainful activity
SSA Social Security Administration
SSI Supplemental Security Income

than doubled over most of the ensuing years, peak-
ing at almost 30 percent in 1986, before declining to
18.0 percent in 2012 (SSA 2013a, Table 40). In addi-
tion, significant changes in the nature of work over
time, such as technological innovations and improved
workplace accommodations, have likely affected
whether certain specific impairments prohibit indi-
viduals from engaging in substantial gainful activity
(SGA)—a key factor in the disability determination
process.? Furthermore, an individual’s vocational
factors—age, education and training, work history,
and job skills—have increasingly become important
determinants of initial DI awards (Burkhauser and
Daly 2011).

Despite these trends, little is known about the rela-
tionship between the specific primary impairment of
Social Security disability program beneficiaries and
their employment and earnings experiences (although
some research has documented different employment
rates across broad disability categories—for example,
Mamun and others 2011 and Weathers and Witten-
burg 2009). Livermore and Goodman (2009) identify
several barriers to employment for individuals with
disabilities, such as varying degrees of workplace
accommodations, variation in occupational needs,
and discrimination or stigmatization. Although we
concur that those factors (along with others such
as differential responses to medical technology
and access to necessary health care) may explain
observed differences in employment and earnings,
in this article we focus on demonstrating the scope
of employment and earnings differences, not on
examining their potential causes. In doing so, we
address a gap in the literature as we define detailed
primary-impairment types of recent DI beneficiaries
and working-age SSI recipients, and examine their
employment and earnings distributions using linked
2011 administrative data from two SSA files—the
Disability Analysis File (DAF) and the Master
Earnings File (MEF). We identify 25 categories of
primary impairment at the time of benefit award,
which provides sufficient detail to examine how
employment and earnings vary across a wide range
of disabling conditions.

Our analysis has two components. First, we provide
descriptive population-level statistics on beneficiary
employment and earning characteristics by primary
impairment. Then, we estimate a series of regression
models to examine how primary impairments are
associated with employment and earnings. All results
are presented separately for three disability program
participation categories: DI only, SSI only, and concur-
rent DI and SSI.

The findings reveal much heterogeneity in employ-
ment and earnings across primary-impairment groups:

* Beneficiaries with seemingly similar primary
impairments sometimes had divergent employment
and earnings outcomes; for example, beneficiaries
with anxiety disorders and intellectual disability—
both of which are mental impairments—had very
different employment and earnings outcomes.

» After controlling for other observed factors,
beneficiaries with intellectual disability, visual
impairments, hearing impairments, neoplasms,
and human immunodeficiency virus/acquired
immune deficiency syndrome (HIV/AIDS) were
among those most likely to be employed across
disability programs.

» Beneficiaries with schizoaffective disorders,
anxiety disorders, back disorders, and endocrine/
nutritional/metabolic diseases were among the least
likely to work.

* Although overall employment patterns by impair-
ment type were similar across programs, employ-
ment and earnings among SSI-only recipients were
not strongly correlated with primary-impairment
type, relative to those of DI-only beneficiaries.

* A few impairment categories strongly associated
with employment were not as strongly associated
with higher earnings (after controlling for employ-
ment status) or with earnings above the SGA level.

This study provides policymakers with additional
information about the variation in employment
experiences along with new data on the variation in
earnings among Social Security disability program
beneficiaries. This information can inform new initia-
tives designed to help beneficiaries return to work or
successfully transition into the adult workforce. For
instance, it may enable future return-to-work initia-
tives to better target or tailor interventions based on
the likelihood of return to work among beneficiaries
with certain primary impairments. Nevertheless,
the generally low employment rates and earnings of
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SSI and DI beneficiaries documented in this study
highlight the challenge of reducing disability pro-
gram growth by helping current beneficiaries work at
substantive levels.

Program Descriptions

DI and SSI, both administered by SSA, are the pri-
mary income-support programs for persons with
disabilities in the United States. For a person to be
eligible for benefits, both programs require him or
her to be unable to “engage in any substantial gain-
ful activity by reason of any medically determinable
physical or mental impairment which...has lasted or
can be expected to last for a continuous period of not
less than 12 months” (Section 223(d) of the Social
Security Act, 42 U.S.C. § 423(d)). Despite using the
same definition of disability, the programs differ in
terms of additional eligibility criteria, benefit levels,
funding sources, and associated benefits such as public
health insurance coverage.

DI, as an income-replacement program, is social
insurance. For workers with disabilities and sufficient
work histories (and their dependents), it provides
income if they have impairments that prevent work
at or above the SGA level. DI benefits are paid from
the DI Trust Fund, into which workers pay via payroll
taxes. After 24 months on the DI rolls, all disabled
beneficiaries qualify for Medicare benefits.* About
8.2 million disabled workers received DI benefits in
2010, with an average monthly benefit of $1,068 (SSA
2013a, Table 3). Upon reaching full retirement age,
DI beneficiaries stop receiving payments from the DI
Trust Fund and transfer automatically to the Old-Age
and Survivors Insurance program.

Unlike DI, SSI is a means-tested program in which
beneficiaries qualify for cash assistance based on
financial need and other criteria. Individuals with
disabilities and older persons with limited incomes
and resources are eligible for SSI. Our analysis focuses
exclusively on working-age (18—64) recipients of
SSI disability payments, who comprised 60 percent
of SSI recipients in 2010. SSI payments are drawn
from the general fund of the Treasury. Children
with disabilities who live in households with limited
incomes and resources can be eligible for SSI. Some
states supplement SSI payments to their residents, and
SSI recipients generally are categorically eligible for
Medicaid benefits.* SSI recipients often also qualify
for other need-based supports, such as food assistance
(via the Supplemental Nutrition Assistance Program)
and housing assistance. Social Security disability

program beneficiaries can receive DI and SSI benefits
concurrently if they satisfy eligibility criteria for both
programs. About 4.6 million working-age individuals
received federal SSI disability payments in Decem-
ber 2010, with an average monthly payment of $497
(SSA 2011, Table 5).

Given the large and growing size of these two
programs, policy interest has increasingly focused
on preventing initial entry into the program while
simultaneously helping some beneficiaries leave the
program rolls by returning to substantive work or, in
the case of many SSI recipients, by entering the labor
force for the first time. Consequently, Congress has
built work supports into the DI and SSI programs,
and SSA has championed a series of initiatives that
test or enact employment interventions for disability
program beneficiaries. For example, for SSI recipients
who work, payments are reduced only $1 for every
$2 in earnings, after an initial $65 earnings disregard
(or $85 if there is no unearned income). DI earnings
rules and work incentives are quite complex, but they
essentially provide DI beneficiaries with opportunities
to test their ability to engage in SGA without risk of
losing benefits.

Several past, ongoing, and planned SSA initia-
tives and demonstrations have been designed to assist
the efforts of SSI and DI beneficiaries to become
employed and to allow them to maintain their earn-
ings. For example, the Ticket to Work program,
enacted in 1999 and implemented in 2002, encourages
disability program beneficiaries to seek employment
services from state vocational rehabilitation agencies
and other prequalified local rehabilitation service
providers (termed employment networks) and offers
payments to service providers that succeed in helping
beneficiaries achieve specific employment milestones
(Thornton and others 2004; Livermore and others
2013). Both the completed Benefit Offset Pilot Dem-
onstration and the ongoing Benefit Offset National
Demonstration test an intervention that reduces DI
benefits by $1 for every $2 of earnings above annual-
ized SGA, instead of suspending or terminating all
benefits (Weathers and Hemmeter 2011; Wittenburg
and others 2012; Stapleton and others 2010). Some
demonstrations target subgroups of disability program
beneficiaries for return-to-work supports. The Mental
Health Treatment Study, for example, used a supported
employment model to provide medical and return-to-
work assistance to DI beneficiaries with psychiatric
disorders (Frey and others 2011). Some more recent
demonstrations have targeted child SSI recipients,
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encouraging and assisting them in finding employ-
ment as they transition to adulthood. For example, the
recently completed Youth Transition Demonstration
tested intensive and comprehensive transition sup-
ports for child SSI recipients at six locations across

the nation, and the current Promoting Readiness of
Minors in Supplemental Security Income project is
among the first interagency efforts to test interventions
designed to assist child SSI recipients (Fraker 2013;
Fraker and others 2014; Fraker and Honeycutt 2012).

Recent Analyses of Employment
by Impairment Type

Our analysis builds on that of Mamun and others
(2011), who also used SSA data to examine the earn-
ings of Social Security disability program beneficia-
ries. Specifically, they examined how the beneficiary
employment rate varies over time and across states.
Our study builds on their analysis in multiple ways.
In addition to examining beneficiaries’ employment
status, we consider their earnings to provide a more
complete picture of their level of work engagement.
Moreover, we use a finer measure of primary impair-
ment (25 categories, compared with 7 categories used
in Mamun and others 2011). As our analysis shows,
the greater disaggregation of impairment categories
captures the heterogeneity in employment and earn-
ings that exists even among beneficiaries with similar
impairment classifications. We also use regression
models to estimate the prevalence of employment at
an annualized SGA level of earnings, which is the
earnings level of interest to policymakers seeking to
reduce DI program growth.

Relatively few studies have used administrative or
survey data to examine the employment or earnings
of Social Security disability program beneficiaries by
impairment type. Von Wachter, Song, and Manchester
(2011) investigated the employment and earnings of
both allowed and rejected DI applicants, examining
employment among applicants by impairment. How-
ever, similar to Mamun and others (2011), they aggre-
gated impairments into a small number of categories
(eight) in their analysis. Ben-Shalom and Mamun
(2013) also used aggregated impairment groups in
their analysis of the return-to-work behavior of DI
beneficiaries. Jung and Bellini (2011) used data on
closed vocational rehabilitation cases from the Depart-
ment of Education’s Rehabilitation Services Admin-
istration to explore which factors, such as SSI and DI
receipt status, are correlated with employment among
people with HIV/AIDS. Weathers and Wittenburg

(2009) used data from four major surveys (the
American Community Survey, the Current Population
Survey, the National Health Interview Survey, and the
Survey of Income and Program Participation) to show
that employment rates for persons with disabilities

in the general population vary widely depending on
impairment type. However, with the survey data, they
were able to provide employment statistics using con-
cepts that classify disability into only three broad cat-
egories of impairment—sensory, physical, and mental.
Our analysis adds to the relatively limited research on
employment and earnings among disability program
beneficiaries by providing more quantitative informa-
tion for detailed categories of primary impairments.

Data

This study uses linked administrative data for 2011
from two SSA sources: the DAF and the MEF. The
DAF is an annually updated data set that contains
selected information extracted from a variety of SSA
source files on all SSI and DI beneficiaries from 1996
to the recent past. The 2011 DAF contains beneficiary
data from January 1996 through December 2011
(Hildebrand, Kosar, Fischer, Page, and others 2013;
Hildebrand, Kosar, Fischer, Phelps, and others 2013).
The data contained in the DAF include details of
benefit award, benefit receipt, and impairment status,
as well as beneficiary demographic information. The
MEF contains annual earnings data for SSA program
beneficiaries compiled from Internal Revenue Service
(IRS) data drawn from Forms W-2 and 1040, self-
employment tax schedules, and quarterly earnings
records. We use data in the MEF to construct our
employment-status indicators and earnings measures.
Annual earnings are defined as the maximum of
Social Security—taxable wages and self-employment
earnings (wages and earnings covered by the Federal
Insurance Contributions Act [FICA] and the Self-
Employment Contributions Act [SECA]), or Medicare-
taxable wages and self-employment earnings, minus
payments from known third-party sources—such

as insurance companies—where payments involve
the earnings and tax records described above.® Thus,
the employment and earnings statistics presented in
this article do not reflect the employment and earn-
ings of those whose earnings are not reported to the
IRS. MEF records are accessible by authorized SSA
staff only.

The analysis sample includes all working-age
beneficiaries (ages 18 through 64) who received a
DI benefit and/or SSI payment in December 2010.
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Thus, our sample excludes new awardees in 2011, but
includes beneficiaries who were not necessarily in
current-pay status in every month of 2011 (that is, their
benefits could have been suspended or terminated for

1 or more months in 2011). Although this sample could
include some beneficiaries whose employment and
earnings occurred after their benefits were suspended
or terminated, it allows us to avoid counting earnings
that predate the disability benefit award. By includ-
ing beneficiaries who may not have been in current-
pay status in each month in 2011, we avoid severely
underestimating the incidence of paid employment
among disability program beneficiaries at any given
time. Using December 2010 pay status, we separate
beneficiaries into three program participation groups:
DI only, SSI disability only, and concurrent DI and
SSI disability. Across these three program groups, the
analysis sample covers 65.9 percent of persons who
received benefits during at least 1 month in 2011.

Except for annual employment and earnings,
all variables are constructed using data from the
December 2011 records in the DAF. We construct 25
primary-impairment categories by mapping primary-
impairment codes available in the DAF for each pro-
gram participation group (see Appendix Table A-1 for
the primary-impairment categorization scheme we use).

Our analysis also controls for county-level
population density and unemployment because local
employment opportunities are likely to be correlated
with those factors. We use the county-level annual
unemployment rates for 2011 from the Bureau of
Labor Statistics (2013). County population densities
are computed as the ratio of population to land area.
We use 1990 county land area data and 2010 county
population data from Census Bureau (2000, 2013) to
calculate the ratios. For both county population density
and county annual unemployment rate, we use the
mean-centered values.

Methods

We use two analytical models to investigate employ-
ment and earnings of Social Security disability pro-
gram beneficiaries. We estimate a logistic regression
model of the following form to analyze the probability
of employment, given the primary impairment and
other characteristics:

1
1+e®
g =By + Bx; + pyimp, +v,

Pr(EMP, =1)=

where EMP, is an employment indicator variable for
individual 7, x is a vector of individual characteristics,
and imp is a vector of primary impairment indicator
variables (Appendix Table A-2 lists all the individual
characteristics used as covariates in the regression
models). Note that no more than one of the elements
in imp can have a nonzero value. We use two defini-
tional thresholds for beneficiary employment status.
The first includes only those beneficiaries with annual
earnings exceeding $1,000;° the second includes only
those with annual earnings exceeding the annual
equivalent of the 2011 SGA level ($12,000 for nonblind
beneficiaries and $19,680 for blind beneficiaries). The
first definition aims to distinguish significant work
effort from small ad hoc earnings over the course

of a year; that definition is also used in other recent
analyses of employment and earnings among Social
Security disability program beneficiaries (for example,
Ben-Shalom and Stapleton 2013; Maestas, Mullen, and
Strand 2013; Autor and others 2011; Liu and Stapleton
2011; Mamun and others 2011). The second definition
captures a key earnings level of much policy interest,
as earnings at the SGA level are the precursor to ben-
efit suspension or termination for most beneficiaries;

a similar definition of employment was also used in
other recent research (for example, Maestas, Mullen,
and Strand 2013; Wittenburg and others 2012; Autor
and others 2011).

We also construct a multinomial categorical mea-
sure of earnings for five earnings levels and then
model the measure as an ordinal logistic regression of
the following form:

J
C,, =Pr(EARN, < j)=Y Pr(EARN, =k)

LJ
k=1
1 ( Cl/ ] '
njf——— :a4+7/1xi+;/21mpi+8i ,
J
1-C,

where j denotes an earnings category and EARN, is the
earnings for individual i. The five earnings categories
are as follows: less than $1,000; $1,000 to $4,999;
$5,000 to $9,999; $10,000 to $19,999; and $20,000

or more.” We conduct the earnings analysis using
categories rather than a continuous measure because
doing so allows us to demonstrate how the beneficia-
ries are distributed across the earnings spectrum and
to examine the relationship between earnings and
primary impairment at different levels rather than at
the mean only.
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Beneficiaries by Primary Impairment

The distribution of beneficiaries by primary impair-
ment varies across programs (Table 1). Of the 25
impairment categories we define, affective disorders
(15.4 percent), back disorders (13.0 percent), and
intellectual disability (11.8 percent) are the most
prevalent primary impairments overall. In total,
mental impairments account for 43.7 percent of
primary impairments among Social Security dis-
ability program beneficiaries, and back disorders
and musculoskeletal diseases together account for
more than one-fifth (22.4 percent). No other primary-
impairment category represents more than 6.4 per-
cent of disability program beneficiaries, with the

majority of the remaining categories representing less
than 2 percent of them.

As might be expected for programs with different
purposes, the distribution of primary impairments
within each program differs somewhat from the
aggregate distribution. DI-only beneficiaries are more
likely than persons who receive only SSI payments to
have a back disorder (18.8 percent versus 5.9 percent)
or a musculoskeletal disease (12.7 percent versus
5.5 percent) as their primary impairment. DI-only
beneficiaries also report a higher prevalence of other
primary impairments often associated with aging,
such as circulatory system diseases (7.9 percent versus
4.3 percent) and nervous system diseases (7.7 percent

Table 1.
Disability program beneficiaries, by primary impairment and program participation, 2011
Concurrent
Total Dl only SSlI only Dl and SSI
Impairment Numberl Percent Numberl Percent Numberl Percent]  Number| Percent
Total 9,583,864 100.0 4,973,277 100.0 3,168,413 100 1,442,174 100.0
Mental impairments
Affective disorders 1,476,274 154 687,142 13.8 539,262 17.0 249,870 17.3
Schizoaffective disorders 632,242 6.6 208,858 4.2 285,521 9.0 137,863 9.6
Anxiety disorders 347,747 3.6 158,930 3.2 133,876 4.2 54,941 3.8
Intellectual disability 1,126,163 11.8 215,642 43 632,336 20.0 278,185 19.3
Other mental impairments 607,739 6.3 201,759 41 313,230 9.9 92,750 6.4

Nonmental impairments

Back disorders 1,246,008 13.0
HIV/AIDS 96,002 1.0
Neoplasms 187,952 2.0
Congenital anomalies 44,467 0.5
Visual impairments 184,155 1.9
Hearing impairments 72,278 0.8
Speech impairments 9,009 0.1
Infectious and parasitic diseases 30,968 0.3

Endocrine, nutritional, and

metabolic diseases 289,968 3.0

Diseases of the—
Musculoskeletal system
Blood and blood-forming

organs
Nervous system
Circulatory system
Respiratory system
Digestive system
Genitourinary system
Skin and subcutaneous tissue

902,036 9.4

28,746 0.3
609,924 6.4
588,768 6.1
217,670 23
124,993 1.3
119,833 1.3

19,508 0.2

Injuries 346,339 3.6
Other nonmental impairments 255,677 2.7
Unknown 19,398 0.2

935,688 18.8 186,866 59 123,454 8.6
43,911 0.9 36,265 1.1 15,826 1.1
139,243 2.8 32,258 1.0 16,451 1.1
9,988 0.2 26,306 0.8 8,173 0.6
98,266 2.0 56,810 1.8 29,079 2.0
31,656 0.6 27,7113 0.9 12,909 0.9
3,016 0.1 4,803 0.2 1,190 0.1
19,393 0.4 7,897 0.3 3,678 0.3
157,667 3.2 88,239 2.8 44,062 3.1
632,886 127 175,119 5.5 94,031 6.5
10,437 0.2 12,949 0.4 5,360 0.4
380,709 7.7 158,711 5.0 70,504 4.9
393,732 7.9 134,641 4.3 60,395 4.2
125,619 2.5 64,165 2.0 27,886 1.9
78,478 1.6 31,003 1.0 15,512 1.1
76,236 1.5 29,287 0.9 14,310 1.0
11,725 0.2 5,074 0.2 2,709 0.2
223,393 4.5 82,403 2.6 40,543 2.8
115,062 23 101,596 3.2 39,019 2.7
13,841 0.3 2,083 0.1 3,474 0.2

SOURCE: Authors' calculations using DAF and MEF.

24

http://www.socialsecurity.gov/policy/docs/ssb/


http://www.socialsecurity.gov/policy/docs/ssb/

versus 5.0 percent), which is to be expected because
DI-only beneficiaries are typically older than persons
who receive SSI payments.® SSI-only and concur-
rent beneficiaries are much more likely to have an
intellectual disability (20.0 percent and 19.3 percent,
respectively) than are DI-only beneficiaries (4.3 per-
cent). In addition, relative to DI-only beneficiaries,
SSI-only recipients are more likely to have affective
disorders, schizoaffective disorders, and other mental
impairments as their primary impairment. These dif-
ferent impairment distributions are broadly consistent
with the design of the respective programs, wherein
DI benefits support individuals who are more likely
to suffer negative health shocks, and SSI payments
support those who are more likely to have life-long
impairments that impede work.

Employment and Earnings

In Table 2, we present the shares of beneficiaries

who were employed and whose earnings fell within
the earnings categories we define, all by primary
impairment. A relatively low percentage of disability
program beneficiaries in current-pay status in Decem-
ber 2010 worked in calendar year 2011: 11.4 percent
of DI-only beneficiaries, 5.4 percent of SSI-only
recipients, and 6.9 percent of concurrent beneficiaries
were employed (that is, earned $1,000 or more). The
employment rate is substantially lower for SSI-only
recipients than for DI-only beneficiaries. That result
is not surprising because SSI recipients do not need

a work history to establish program eligibility, as is
required to qualify for DI. These estimates are also
consistent with findings in previous studies, such as
Mamun and others (2011).

Across primary-impairment categories, the share of
beneficiaries who were employed in 2011 ranged from
6.0 percent to 27.4 percent. In the following impair-
ment categories, less than 10 percent of beneficiaries
were employed in 2011: affective disorders, schizoaf-
fective disorders, anxiety disorders, musculoskeletal
diseases, back disorders, infectious/parasitic diseases,
endocrine/nutritional/metabolic diseases, nervous
system diseases, circulatory system diseases, respi-
ratory system diseases, digestive system diseases,
diseases of the skin and subcutaneous tissue, injuries,
and nonmental impairments categorized as “other.”
For the remaining 11 impairment categories (excluding
“unknown”), however, between 10 and 20 percent of
beneficiaries were employed in 2011.

Among beneficiaries who were employed in
2011, about three-quarters of DI-only and SSI-only

beneficiaries and about eight-in-nine concurrent bene-
ficiaries earned less than $10,000 (the relative numbers
are not shown in the table). Across impairment catego-
ries, the shares of beneficiaries who were employed
and earned between $1,000 and $4,999 ranged from
2.7 percent (endocrine/nutritional/metabolic diseases)
to 7.8 percent (congenital anomalies). Only in the fol-
lowing eight impairment categories do we find more
than 5 percent of the beneficiaries earning between
$1,000 and $4,999 in 2011: congenital anomalies

(7.8 percent), hearing impairments (7.1 percent), intel-
lectual disability (6.5 percent), unknown impairment
(6.0 percent), blood and blood-forming organ diseases
(5.7 percent), other mental impairments (5.7 percent),
neoplasms (5.5 percent), and speech impairments

(5.2 percent). Across impairment categories, the share
of beneficiaries who earned between $5,000 and
$9,999 ranged from 1.6 percent (other impairments) to
5.8 percent (impairment unknown). Besides unknown
impairment, the only category in which we find more
than 5 percent of the beneficiaries earning between
$5,000 and $9,999 in 2011 is hearing impairments.

Table 2 also shows that only a small fraction of
beneficiaries in any impairment category earned
more than the annualized SGA level in 2011, but this
is not surprising. Only 2.2 percent of the DI-only
beneficiaries had earnings above that level in 2011, as
did 0.8 percent of SSI-only recipients and 0.5 percent
of concurrent beneficiaries. The share of beneficia-
ries who earned above the SGA level in 2011 is less
than 5 percent for all impairment categories except
unknown impairments, in which 13.2 percent of the
beneficiaries earned above the SGA level. The fact that
only a small fraction of beneficiaries earned more than
the SGA level is unsurprising for two reasons. First,
to establish initial eligibility for disability program
benefits, all beneficiaries demonstrated that they could
not earn above the SGA level at that time. Second,
beneficiaries who earn above the SGA level are
potentially at risk of benefit suspension or termination,
which may create a disincentive for some beneficiaries
to earn more. In fact, there is limited evidence that
some DI beneficiaries restrain their earnings to below
the SGA level to maintain their cash benefits (Schim-
mel, Stapleton, and Song 2011), although other studies
have found opposing evidence (General Accounting
Office 2002).

We use a multivariate approach to assess whether
differences observed in the descriptive statistics
change when controlling for multiple factors. Results
from the descriptive analysis provide a snapshot of the
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Table 2.
Distribution of disability program beneficiaries among earnings categories, by program and primary
impairment, 2011

Mean earnings ($) Percentage with earnings—
Percent- Among| Between| Between| Between Above
age those| $1,000{ $5,000[ $10,000 of| annual-
emp- with and and and| $20,000 ized
Program and impairment Number loyed| Overall| earnings| $4,999( $9,999| $19,999| or more SGA?
Total 9,583,864 8.7 773 8,694 4.1 25 1.5 0.6 1.5
Program
DI only 4,973,277 114 1,149 9,939 4.7 3.5 2.1 1.1 2.2
SSl only 3,168,413 54 368 6,605 2.9 1.4 1.0 0.2 0.8
Concurrent DI and SSI 1,442,174 6.9 368 5,119 4.4 1.7 0.7 0.1 0.5
Primary impairment
Mental impairments
Affective disorders 1,476,274 7.8 655 8,308 3.4 24 14 0.5 1.3
Schizoaffective disorders 632,242 6.0 403 6,552 3.0 1.8 0.9 0.2 0.7
Anxiety disorders 347,747 7.0 666 9,315 3.2 2.0 1.2 0.7 14
Intellectual disability 1,126,163 10.3 557 5,113 6.5 2.6 1.2 0.1 0.8
Other mental impairments 607,739 10.7 800 7,291 5.7 2.9 1.6 0.5 1.4
Nonmental impairments
Back disorders 1,246,008 7.4 703 9,414 3.2 2.3 1.3 0.7 14
HIV/AIDS 96,002 11.4 1,205 10,429 4.1 3.6 2.5 1.2 2.6
Neoplasms 187,952 15.5 2,363 15,118 5.5 4.0 3.0 3.0 4.9
Congenital anomalies 44 467 111 569 4,784 7.8 2.2 0.9 0.2 0.7
Visual impairments 184,155 12.5 1,388 10,993 4.3 3.0 4.0 1.2 1.3
Hearing impairments 72,278 17.0 1,373 7,988 71 5.6 3.5 0.9 2.6
Speech impairments 9,009 10.7 927 8,466 5.2 3.0 1.8 0.7 1.8
Infectious and parasitic
diseases 30,968 9.9 936 9,407 3.8 3.0 2.2 0.9 2.0
Endocrine, nutritional, and
metabolic diseases 289,968 6.3 515 8,128 2.7 2.0 1.1 0.4 1.0
Diseases of the—
Musculoskeletal system 902,036 8.7 789 9,002 3.7 2.7 1.6 0.7 1.6
Blood and blood-forming
organs 28,746 13.5 1,225 8,973 5.7 4.3 2.6 1.0 2.5
Nervous system 609,924 9.8 997 10,018 4.2 2.8 1.8 1.0 2.0
Circulatory system 588,768 8.2 844 10,242 3.5 2.4 1.5 0.8 1.6
Respiratory system 217,670 7.2 618 8,490 3.2 2.3 1.3 0.5 1.2
Digestive system 124,993 9.1 940 10,271 3.6 2.7 1.7 1.0 2.1
Genitourinary system 119,833 12.7 1,354 10,602 4.9 3.8 2.6 1.4 2.9
Skin and subcutaneous
tissue 19,508 8.3 735 8,769 3.4 2.8 1.5 0.6 1.5
Injuries 346,339 8.9 1,012 11,293 3.6 2.6 1.7 1.0 2.0
Other nonmental
impairments 255,677 6.1 477 7,640 3.2 1.6 1.0 0.3 0.9
Unknown 19,398 27.4 4,535 16,473 6.0 5.8 9.1 6.6 13.2

SOURCE: Authors' calculations using DAF and MEF.
a. $12,000 for nonblind beneficiaries and $19,680 for blind beneficiaries in 2011.
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employment rates and earnings among beneficiaries
with different impairments. However, the observed
variation in employment and earnings across primary
impairments might be confounded by other individual
characteristics and local socioeconomic factors. For
instance, the pattern of employment and earnings for
a particular impairment group could be influenced by
the age distribution or educational attainment of ben-
eficiaries in that group, or by the strength of the local
economy where those beneficiaries reside. We conduct
multivariate regression analyses of employment and
earnings to account for such possibilities, and we pres-
ent the results in the next section.

Regression Results

Employment and earnings regression models are
estimated separately for recipients of DI-only, SSI-
only, and concurrent DI-SSI benefits. Tables 3—5
present the odds ratios and marginal-effect estimates
for those regressions.” The estimated odds ratios reveal
how likely an individual with a certain impairment
was, with all else equal, to be employed (that is, to
earn at least $1,000) in 2011 relative to a beneficiary
with the reference-category impairment (diseases of
the respiratory system). The marginal-effect estimates
reveal how a certain impairment is correlated, with

all else equal, with the probability of employment.'
The estimates for all covariates included in the models
are available from the authors upon request. Because
each regression is calculated using at least 1 million
observations, the estimates are very precise. However,
the parameter estimates’ standard errors are of limited
relevance because the regressions are estimated using
the entire population and therefore provide the popula-
tion parameter values.

In the following subsections, we first discuss the
regression estimates showing how the beneficiaries’
primary impairments are associated with employment
and earnings (conditional on being employed). We then
discuss the estimates for employment at the annualized
SGA level across primary-impairment categories.

Employment and Conditional Earnings by
Primary Impairment

Table 3 presents results for DI-only beneficiaries. The
results suggest that beneficiaries with several seem-
ingly dissimilar primary impairments were relatively
more likely to be employed in 2011. In fact, relative to
persons with respiratory system diseases (the refer-
ence category), DI-only beneficiaries in most primary-
impairment categories had a greater likelihood of

being employed during 2011, after controlling for
other factors. The six categories whose members were
most likely to be employed are unknown impairments,
hearing impairments, intellectual disability, visual
impairments, HIV/AIDS, and neoplasms. Conversely,
DI-only beneficiaries with the following impairments
were less likely to be employed than were those with
respiratory diseases: anxiety disorders, schizoaf-
fective disorders, endocrine/nutritional/metabolic
diseases, back disorders, and affective disorders.!! The
marginal-effect estimates help quantify how these
differences affect the absolute probability of employ-
ment. For instance, having a primary impairment that
is positively correlated with employment is associ-
ated with a percentage point increase in employment
probability (relative to having a respiratory disease)
ranging from 0.5 for musculoskeletal diseases to 25.6
for unknown impairment. The impairments with
lower odds of employment are associated with no
more than a 1.9 percentage point decline in employ-
ment probability (for anxiety disorders) relative to
respiratory disease.

One might hypothesize that the impairments
associated with higher employment rates are also
associated with higher conditional earnings. For most
primary-impairment categories, employment and
conditional earnings in 2011 were either both higher or
both lower than those for the reference group (as one
can see when comparing the odds ratios for a single
impairment across models in Table 3). However, this
is not always the case. For example, although DI-only
beneficiaries with intellectual disability were relatively
more likely to work than were those with a respiratory
disease, they were also likely to earn less than those
with a respiratory disease, all else being equal.'?

The impairment categories that include benefi-
ciaries who were relatively more or relatively less
likely to work are similar for SSI-only and DI-only
beneficiaries, but the likelihood of employment was
much weaker among SSI-only recipients (Table 4) than
it was among their DI-only counterparts. Similar to
DI-only beneficiaries, SSI-only recipients with hearing
impairments, neoplasms, HIV/AIDS, and intellectual
disability were among the six primary-impairment
types most likely to work. However, unlike DI-only
beneficiaries, SSI-only recipients with unknown
impairments and visual impairments were no more
likely to work than were those in the reference cat-
egory with respiratory disease. Instead, for SSI-only
recipients, the two other categories among the six
whose members were most likely to be employed were
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Table 3.
Regression analysis of employment and earnings among DI-only beneficiaries: Estimated odds ratios and marginal effects, 2011

Conditional earnings: Earnings at annualized SGA level: ®
Employment status: Logit model Ordered logit model Logit model
Primary impairment Odds ratiol Standard errorl Marginal effectl Standard error Odds ratiol Standard error| Odds ratiol Standard errorl Marginal effect| Standard error
Mental impairments
Affective disorders 0.974** 0.010 -0.002** 0.001 0.988 0.018 0.936*** 0.022 -0.001*** b
Schizoaffective disorders 0.838*** 0.011 -0.015*** 0.001 0.768*** 0.017 0.459*** 0.015 -0.009*** b
Anxiety disorders 0.799*** 0.010 -0.019*** 0.001 1.160*** 0.026 1.038 0.029 0.001 0.001
Intellectual disability 2.236*** 0.027 0.087*** 0.002 0.686*** 0.014 0.826*** 0.028 -0.002*** b
Other mental impairments 1.243** 0.015 0.022*** 0.001 1.048** 0.021 1.254*** 0.032 0.005*** 0.001
Nonmental impairments
Back disorders 0.907*** 0.009 -0.008*** 0.001 1.057*** 0.019 0.998 0.023 b b
HIV/AIDS 1.840*** 0.030 0.068*** 0.002 1.226*** 0.033 1.903*** 0.062 0.017*** 0.001
Neoplasms 1.703*** 0.020 0.062*** 0.002 1.668*** 0.034 2.456*** 0.060 0.030*** 0.001
Congenital anomalies 1.556*** 0.047 0.046*** 0.004 0.783*** 0.041 1.037 0.085 0.001 0.001
Visual impairments 1.880*** 0.024 0.072*** 0.002 1.936*** 0.042 1.045 0.033 0.001 0.001
Hearing impairments 2.299*** 0.039 0.100*** 0.003 1.253*** 0.034 1.689*** 0.067 0.012*** 0.001
Speech impairments 1.431%* 0.077 0.036*** 0.006 1.183* 0.106 1.445%* 0.162 0.008*** 0.003
Infectious and parasitic diseases 1.337** 0.031 0.028*** 0.003 1.196*** 0.047 1.450*** 0.072 0.008*** 0.001
Endocrine, nutritional, and metabolic diseases 0.856*** 0.011 -0.013*** 0.001 0.968 0.022 0.805*** 0.024 -0.003*** b
Diseases of the—
Musculoskeletal system 1.056*** 0.011 0.005*** 0.001 1.039** 0.019 1.062*** 0.025 0.001** b
Blood and blood-forming organs 1.439*** 0.041 0.037*** 0.003 1.280*** 0.060 1.734** 0.097 0.013*** 0.002
Nervous system 1.152%** 0.012 0.014*** 0.001 1.127+* 0.021 1.309*** 0.031 0.006*** 0.001
Circulatory system 1.118** 0.012 0.010*** 0.001 1.047** 0.020 1.149*** 0.028 0.003*** 0.001
Respiratory system (reference category) L. S L. S L. S L. S L. S
Digestive system 1.120%** 0.016 0.011*** 0.001 1.188*** 0.030 1.376*** 0.042 0.007*** 0.001
Genitourinary system 1.531*** 0.021 0.046*** 0.002 1.137* 0.027 1.600*** 0.046 0.012*** 0.001
Skin and subcutaneous tissue 0.971 0.031 -0.003 0.003 1.101* 0.060 1.040 0.072 0.001 0.001
Injuries 1.121%* 0.013 0.011*** 0.001 1.217* 0.025 1.406*** 0.036 0.007*** 0.001
Other nonmental impairments 1.074*** 0.016 0.006*** 0.001 1.016 0.026 1.149*** 0.039 0.002*** 0.001
Unknown 5.319*** 0.112 0.256*** 0.005 3.987*** 0.125 14176 0.467 0.171*** 0.005
Number ©4,973,277 568,724 ©4,973,223

SOURCE: Authors' calculations using DAF and MEF.

NOTES: Covariates include sex, age, race/ethnicity, educational attainment, number of dependents, age at disability onset, years since initial eligibility for benefits, status as disabled adult child or disabled widow(er)
beneficiary, adjudication level, Medicare enrollment status, county population density and unemployment rate (mean-centered), and state of residence. See Appendix Table A-2.

. = not applicable.
* = statistically significant at the 0.10 level using a two-tailed ¢-test.
** = statistically significant at the 0.05 level using a two-tailed t-test.
*** = statistically significant at the 0.01 level using a two-tailed ¢-test.
a. $12,000 for nonblind beneficiaries and $19,680 for blind beneficiaries in 2011.
b. Between zero and 0.0005.

c. Sample sizes do not match because some combinations of characteristics perfectly predicted earnings above the SGA level. We removed the 54 individuals with those characteristics from the regression models for
earnings above annualized SGA.
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Table 4.
Regression analysis of employment and earnings among SSl-only recipients: Estimated odds ratios and marginal effects, 2011

Primary impairment

Employment status: Logit model

Conditional earnings:
Ordered logit model

Earnings at annualized SGA level: ®
Logit model

Odds ratiol Standard errorl Marginal effectl Standard error

Odds ratiol Standard error

Odds ratiol Standard errorl Marginal effect| Standard error

Mental impairments

Affective disorders
Schizoaffective disorders
Anxiety disorders
Intellectual disability
Other mental impairments

Nonmental impairments

Back disorders

HIV/AIDS

Neoplasms

Congenital anomalies

Visual impairments

Hearing impairments

Speech impairments

Infectious and parasitic diseases

Endocrine, nutritional, and metabolic diseases

Diseases of the—
Musculoskeletal system
Blood and blood-forming organs
Nervous system
Circulatory system
Respiratory system (reference category)
Digestive system
Genitourinary system
Skin and subcutaneous tissue
Injuries
Other nonmental impairments

Unknown

Number

1.006

0.758***
0.890***
1.080***
1.198***

0.815***
1.273**
1.308***
1.021
0.995
1.925%*
1.006
1.007
0.795***

0.947**
1.362***
0.633***
0.768***
0.866™**
0.906™**
0.910
0.727***
0.895***
1.001

0.024 b 0.001
0.019 -0.011*** 0.001
0.024 -0.005*** 0.001
0.025 0.005*** 0.002
0.029 0.012** 0.002
0.023 -0.005*** 0.001
0.041 0.009*** 0.001
0.045 0.010*** 0.001
0.033 0.001 0.001
0.029 c 0.001
0.057 0.036*** 0.002
0.058 b 0.002
0.064 b 0.002
0.025 -0.007*** 0.001
0.025 -0.002** 0.001
0.049 0.014** 0.002
0.017 -0.019*** 0.001
0.022 -0.007*** 0.001
0.035 -0.004*** 0.001
0.033 -0.003*** 0.001
0.066 -0.003 0.002
0.022 -0.010*** 0.001
0.025 -0.004*** 0.001
0.117 b 0.004
43,168,413

1.023 0.043
0.854*** 0.038
1.025 0.049
0.723*** 0.031
0.766*** 0.033
1.014 0.051
0.913 0.053
1.153** 0.071
0.397*** 0.026
1.400*** 0.074
1.251* 0.066
0.969 0.103
1.472 0.168
1.090 0.060
1.078 0.052
1.053 0.067
0.952 0.045
0.993 0.053
1.164** 0.085
1.208*** 0.078
1.078 0.138
1.270** 0.069
1.005 0.052
1.350 0.285
169,828

1.110* 0.064 0.001* b
0.741** 0.044 -0.002*** b
1.001 0.064 b b
0.855*** 0.049 -0.002*** 0.001
0.894* 0.053 -0.001** 0.001
0.895* 0.060 c* b
1.285%** 0.095 0.002*** 0.001
1.510%** 0.120 0.003*** 0.001
0.461** 0.048 -0.004*** b
0.588*** 0.047 -0.003*** b
2.384** 0.163 0.009*** 0.001
1.101 0.154 0.001 0.001
1.355%* 0.181 0.002** 0.001
0.836** 0.062 -0.001*** b
1.068 0.068 b b
1.325%** 0.113 0.002*** 0.001
0.732** 0.047 -0.002*** b
0.844** 0.059 -0.001*** b
1.046 0.097 b 0.001
1.072 0.086 b 0.001
0.890 0.154 -0.001 0.001
0.961 0.066 c b
1.167* 0.079 0.001** b
1.110 0.287 0.001 0.001
43,167,720

SOURCE: Authors' calculations using DAF and MEF.

NOTES: Covariates include sex, age, race/ethnicity, educational attainment, number of dependents, age at disability onset, years since initial eligibility for benefits, adjudication level, Medicaid enroliment status, county
population density and unemployment rate (mean-centered), and state of residence. See Appendix Table A-2.

. = not applicable.

* = statistically significant at the 0.10 level using a two-tailed ¢-test.

** = statistically significant at the 0.05 level using a two-tailed t-test.

*** = statistically significant at the 0.01 level using a two-tailed ¢-test.
$12,000 for nonblind beneficiaries and $19,680 for blind beneficiaries in 2011.

a
b.
c
d

Between zero and 0.0005.

Between -0.0005 and zero.

Sample sizes do not match because some combinations of characteristics perfectly predicted earnings above the SGA level. We removed the 693 individuals from the regression models for earnings above annualized
SGA either because they exhibited those characteristics or because their data for county population density, county unemployment rate, and Medicaid status were missing.
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other mental impairments and diseases of the blood
and blood-forming organs. The four impairment cat-
egories whose members among DI-only beneficiaries
were least likely to be employed—anxiety disorders,
schizoaffective disorders, endocrine/nutritional/meta-
bolic diseases, and back disorders—were also among
the SSI-only groups that were relatively less likely to
work. However, the marginal-effect estimates show
that having a particular impairment does not have a
large effect on employment probability for SSI-only
recipients. For instance, having a primary impairment
that is positively correlated with employment was
associated with no more than a 3.6 percentage point
increase in employment probability (hearing impair-
ments) relative to having a respiratory disease. The
impairments with lower odds of employment were
associated with no more than a 1.9 percentage point
reduction in employment probability (nervous system
diseases). The magnitude of the positively correlated
marginal effects was larger for DI-only beneficiaries
than for SSI-only recipients, but the magnitude of
negatively correlated marginal effects was about the
same across the programs.

Among SSI-only recipients who were employed, we
find relatively weak relationships between impairment
category and earnings. Point estimates for 13 of the 24
nonreference impairment categories are not statisti-
cally significant. Among the significant point esti-
mates, we observe again that the primary-impairment
categories positively correlated with higher conditional
earnings are not necessarily the categories that are
more strongly associated with employment. For exam-
ple, SSI-only recipients with other mental impairments
were more likely to be employed; but, once employed,
they were less likely to be in a higher earnings cat-
egory than were recipients in the reference group.

Most primary-impairment groups that tended to
have relatively greater likelihood of employment
among DI-only beneficiaries also tended to have
greater odds of employment for concurrent benefi-
ciaries (Table 5). The marginal-effect estimates show
that, relative to concurrent beneficiaries with respira-
tory diseases, the magnitude of the effect of having
a particular impairment on employment probability
ranged from negative 0.4 percentage points (schizoaf-
fective disorders) to 5.8 percentage points (intellectual
disability) and was not always statistically significant.
The relationship between impairments and conditional
earnings is weaker than that between impairments
and employment for concurrent beneficiaries; for
nine impairments, the estimated odds ratio from the

ordered logit regression of conditional earnings was
not statistically significant, even though six of those
impairments had a statistically significant relation-
ship with employment. Within impairment categories,
the estimated relationships between employment and
conditional earnings appear to be most consistent for
DI-only beneficiaries, to be least consistent for SSI-
only recipients, and to lie somewhere in the middle
for concurrent beneficiaries. This finding, which we
observe throughout our analysis, is consistent with that
of previous studies (for example, Mamun and others
2011; Ben-Shalom and Mamun 2013)

Earnings Above the Annualized SGA Level

For each impairment group, we also use a logistic
regression model to estimate the probability that a
beneficiary earned an annualized SGA amount (that
is, 12 times the monthly SGA amount) or more in
2011. Policymakers may wish to know the extent to
which beneficiaries engage in SGA—the key earnings
level that, if surpassed, can lead to benefit suspen-
sion or termination under certain circumstances. In
estimating the SGA earnings indicator, we account
for whether a beneficiary is blind or not in order to
apply the appropriate annualized SGA threshold for
2011 ($19,680 and $12,000, respectively). As shown
in the results from the ordered logistic regressions of
earnings categories, we find that a positive correla-
tion between a primary impairment and employment
often—but not always—implies a positive correla-
tion between that impairment and earnings above the
SGA level. DI-only beneficiaries with intellectual
disability again provide an example of the excep-
tion: Although estimates of the employment indicator
show a strong positive relationship between having
an intellectual disability and employment, a nega-
tive marginal effect (of about 0.2 percentage points)
exists between having that impairment and earning
above the annualized SGA level (Table 3). For both
DI-only and SSI-only beneficiaries (Tables 3 and 4),
estimates from the regressions for employment status
and for earnings above annualized SGA level have
the same direction for most primary impairments.
Likewise, the magnitude of the estimated relationship
between a given impairment and a given outcome is
often consistent between the two models. However,
the shares of beneficiaries in the reference category
(respiratory system diseases) with earnings of at

least the SGA level are quite small—only 1.8 percent
among DI-only beneficiaries, 0.5 percent among
SSI-only recipients, and 0.4 percent among concurrent
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Table 5.
Regression analysis of employment and earnings among recipients of concurrent DI and SSI benefits: Estimated odds ratios and marginal
effects, 2011

Primary impairment

Employment status: Logit model

Conditional earnings:
Ordered logit model

Earnings at annualized SGA level: ®
Logit model

Odds ratio| Standard error| Marginal effect| Standard error|

Odds ratio| Standard error

Odds ratio| Standard error] Marginal effect| Standard error

Mental impairments

Affective disorders
Schizoaffective disorders
Anxiety disorders
Intellectual disability
Other mental impairments

Nonmental impairments

Back disorders

HIV/AIDS

Neoplasms

Congenital anomalies

Visual impairments

Hearing impairments

Speech impairments

Infectious and parasitic diseases

Endocrine, nutritional, and metabolic diseases

Diseases of the—
Musculoskeletal system
Blood and blood-forming organs
Nervous system
Circulatory system
Respiratory system (reference category)
Digestive system
Genitourinary system
Skin and subcutaneous tissue
Injuries
Other nonmental impairments

Unknown

Number

1.142%*
0.920**
1.077*
2.393**
1.820***

0.964
1.504***
1.535%**
2.219**
1.319=*
2.152**
1.736***
1.134
0.972

1.145%*
1.414
1.059
1.025
0.998
1.274*
0.911
0.953
1.567***
2.371*

0.038 0.007** 0.002
0.032 -0.004** 0.002
0.040 0.004* 0.002
0.079 0.058*** 0.003
0.062 0.040*** 0.003
0.034 -0.001 0.001
0.068 0.019** 0.002
0.068 0.020*** 0.002
0.105 0.046*** 0.004
0.053 0.013** 0.002
0.091 0.047** 0.003
0.181 0.026*** 0.006
0.096 0.005 0.003
0.039 -0.001 0.001
0.041 0.005*** 0.001
0.077 0.017** 0.003
0.038 0.003 0.002
0.039 0.001 0.001
0.050 b 0.002
0.060 0.011** 0.002
0.086 -0.003 0.003
0.038 -0.002 0.002
0.065 0.017** 0.002
0.170 0.047** 0.005
© 1,442,174

0.827*** 0.050
0.593*** 0.038
0.845** 0.058
0.474** 0.029
0.725*** 0.046
0.870** 0.057
0.855* 0.071
1.078 0.088
0.376*** 0.036
0.988 0.073
1.065 0.081
0.799 0.153
0.964 0.154
0.926 0.068
0.880* 0.058
0.835* 0.081
0.715*** 0.048
0.838** 0.059
0.881 0.082
0.914 0.078
0.691** 0.122
0.881* 0.065
0.528*** 0.044
1.122 0.148
98,869

1.160 0.120 0.001 0.001
0.648** 0.072 -0.002+** b
1.106 0.129 b 0.001
0.859 0.092 -0.001 b
1.101 0.121 0.001 0.001
0.904 0.101 b b
1.532%+ 0.200 0.002*** 0.001
1.720%* 0.225 0.003** 0.001
0.436*** 0.108 -0.002+* b
0.289*** 0.052 -0.003** b
2.362+* 0.296 0.006*** 0.001
1.174 0.413 0.001 0.002
1.264 0.295 0.001 0.001
0.955 0.119 b b
1.035 0.116 b b
1.157 0.181 0.001 0.001
0.811* 0.094 -0.001** b
0.860 0.104 -0.001 b
1.062 0.162 b 0.001
1.219 0.167 0.001 0.001
0.789 0.227 -0.001 0.001
1.039 0.126 b 0.001
0.756* 0.119 -0.001** b
3.005*** 0.592 0.007** 0.002
© 1,442,044

SOURCE: Authors' calculations using DAF and MEF.

NOTES: Covariates include sex, age, race/ethnicity, educational attainment, number of dependents, age at disability onset, years since initial eligibility for benefits, status as disabled adult child or disabled widow(er)
beneficiary, adjudication level, Medicare and Medicaid enroliment statuses, county population density and unemployment rate (mean-centered), and state of residence. See Appendix Table A-2.

. = not applicable.

* = statistically significant at the 0.10 level using a two-tailed ¢-test.

** = statistically significant at the 0.05 level using a two-tailed t-test.

*** = statistically significant at the 0.01 level using a two-tailed ¢-test.
$12,000 for nonblind beneficiaries and $19,680 for blind beneficiaries in 2011.

a.

Between zero and 0.0005.

Sample sizes do not match because some combinations of characteristics perfectly predicted earnings above the SGA level. We removed the 130 individuals from the regression models for earnings above annualized
SGA either because they exhibited those characteristics or because their data for county population density, county unemployment, and Medicaid status were missing.
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beneficiaries (Appendix Tables A-3, A-4, and A-5,
respectively). As a result, the relative change in the
likelihood of earning above SGA level for a specific
impairment category is larger than the change esti-
mated in the employment-status model. For concur-
rent beneficiaries (Table 5), few primary-impairment
categories were strong predictors of annual earnings
above the annualized SGA level. Specifically, concur-
rent beneficiaries with unknown impairments, hearing
impairments, and neoplasms were most likely to have
earnings above the annualized SGA level, whereas
those with visual impairments, congenital anomalies,
and schizoaffective disorders were least likely to have
such earnings.

Conclusions

Our results provide a variety of new and updated
information about Social Security disability program
beneficiaries. Our tabulations reveal the distributions
of beneficiaries across program types and primary-
impairment categories. In addition, they provide a
basic picture of beneficiary employment and earn-
ings across program and impairment types. Similar

to employment tabulations in previous studies, our
findings indicate that a large majority of individuals
who were Social Security disability program benefi-
ciaries in December 2010 did not engage in substantial
employment in 2011 and, on average, their annual
earnings were relatively low even when they did work.
Our earnings-category tabulations show that SSI-only
recipients were relatively less likely to be in higher
earnings categories than were DI-only or concurrent
beneficiaries, both overall and across most primary-
impairment categories. This is not surprising, given
the differences in the eligibility rules for the two
programs: Beneficiaries must have a history of earn-
ings to qualify for DI, whereas SSI recipients must not
exceed income and asset limits.

Our multivariate regression models, estimated sepa-
rately for each program, reveal noticeable variations in
the relationship between primary-impairment category
and both employment and earnings. Impairments that
are often lumped together, such as the various mental
disorders, exhibit widely varying correlations with
employment. Beneficiaries with schizoaffective disor-
ders, for example, were among the least likely to work,
whereas those with intellectual disability were among
the most likely to work. Thus, the more narrowly
defined impairment categories we have constructed
for this analysis can provide valuable information
for policymakers.

In contrast with the substantial variation in employ-
ment and earnings experiences across primary-impair-
ment categories, there is noticeably less variation in
the relationships between specific impairment types
and employment and earnings across program types.
However, for most primary impairments, employment
status and impairment category are more strongly cor-
related for DI-only beneficiaries than they are for SSI-
only recipients. Again, we speculate that differences in
beneficiary characteristics generated by differences in
the programs’ respective eligibility criteria explain a
substantial portion of this result.

After controlling for observed factors in our
analysis, we find that beneficiaries with certain
primary impairments are consistently associated with
relatively higher or lower employment across program
types. Beneficiaries with intellectual disability, visual
impairments, hearing impairments, neoplasms, and
HIV/AIDS were most likely to be employed. Con-
versely, beneficiaries with schizoaffective disorders,
anxiety disorders, back disorders, and endocrine/
nutritional/metabolic diseases were least likely to earn
at least $1,000 in 2011.

When compared with employment experiences by
primary impairment, the pattern of earnings among
beneficiaries who were employed paints a somewhat
unexpected picture. The primary impairments that are
positively correlated with employment are not always
positively correlated with being in a higher earnings
category or with having earnings above the annualized
SGA level. This result suggests heterogeneity across
primary-impairment types in the ability to work a
certain number of hours at a given wage level or the
ability to obtain a higher wage level.

Policymakers may want to better understand the
earnings patterns among Social Security disability
program beneficiaries who work because those ben-
eficiaries are presumably the most likely to leave the
rolls through work. Similarly, proposals to intervene
prior to disability program participation (Liebman and
Smalligan 2013) may be more effective if targeted to
potential beneficiaries in groups with disabilities that
have historically shown relatively greater earnings
once they are in the program. Mann and Stapleton
(2011) explicitly discuss customizing intervention
services by impairment type. Although we are not
advocating for any particular proposal, it is clear that
identifying the underlying causes of different earnings
patterns across impairment types is one important
area for future research.
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Appendix

Table A-1.

Primary-impairment categorization scheme

Primary-impairment category

SSA impairment codes

Mental impairments
Affective disorders
Schizoaffective disorders
Anxiety disorders
Intellectual disability

Other mental impairments

Nonmental impairments
Back disorders
HIV/AIDS
Neoplasms
Congenital anomalies
Visual impairments
Hearing impairments
Speech impairments

Infectious and parasitic diseases
Endocrine, nutritional, and metabolic diseases

Diseases of the—

Musculoskeletal system

Blood and blood—forming organs

Nervous system

Circulatory system

Respiratory system

Digestive system

Genitourinary system

Skin and subcutaneous tissue
Injuries

Other nonmental impairments

Unknown

2960-2969, 3110-3119
2950-2959, 2980-2989
3000-3019, 3080-3099
3170-3194, 3196-3199

2900-2949, 2990-2999, 3030-3079, 3100-3109, 3120-3129,

3138-3169, 3195

7221-7249

0070-0079, 0201-0449, 0540—-0559, 0780—-0789, 1360-1369

1400-2399
7400-7599

3610-3699, 3780-3789

3890-3899
7840-7849

0110-0119, 0450—-0459, 0930-1359, 1380-1389
2400-2479, 2500-2559, 2630-2799

7100-7200, 7250-7399

2800-2899

3200-3419, 3430-3599, 38603889
3420-3429, 3750-3759, 39004599
46004869, 4910-5199, 7690-7699

5200-5799
5800-6299
6900-7099
8000-9599

0000-0069, 0680—-0689, 2480-2499, 2580-2589, 3130, 4880-4889,
6300-6889, 7600-7689, 7740-7839, 7850-7959, 9840-9849

Any other code

SOURCE: DAF.

NOTE: The specific impairments that correspond with the impairment codes are listed in SSA's Program Operations Manual System

(http://policy.ssa.gov/poms.nsf/inx/0426510015).
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Table A-2.

Regression covariates: Characteristics controlled for in the estimation models

Characteristic

| Values

Sex

Race/ethnicity

Age group

Education (in years)

Level of award adjudication

Age at disability onset

Number of dependents

Years since first eligibility

Disabled widow(er) beneficiary status (DI only)

Disabled adult child beneficiary status (DI only)

Medicare enroliment status (DI beneficiaries only)

Medicaid enroliment status (SSI recipients only)

County characteristics (mean-centered)

State of residence

Men (reference category)
Women

Non-Hispanic white (reference category)
Non-Hispanic black

Hispanic

Missing data or other

18-39
40-49
50-59 (reference category)
60-64

Less than 12 (reference category)
12

13-15

16 or more

Missing data

Disability Determination Service (reference category)

Administrative law judge or higher
Missing data

Onset age (in years)
Missing data

Zero (reference category)

One

Two or more

Missing

2 or fewer

3-5

6 or more (reference category)

Yes
No (reference category)
Missing data

Yes
No (reference category)
Missing data

Yes (reference category)
No
Missing data

Yes (reference category)
No
Missing data

Population per square mile
Unemployment rate
County of residence data missing

Includes the District or Columbia and Puerto Rico

SOURCE: Authors' determinations.
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Table A-3.

Distribution of DI-only beneficiaries among earnings categories, by primary impairment, 2011

Mean earnings ($) Percentage with earnings—
Percent- Among| Between| Between| Between Above
age those| $1,000[ $5,000{ $10,000 Of[ annual-
emp- with and and and| $20,000 ized
Primary impairment Number| loyed| Overall| earnings| $4,999| $9,999| $19,999| or more| SGA°*®
Total 4,973,277 114 1,149 9,939 4.7 3.5 2.1 1.1 2.2
Mental impairments
Affective disorders 687,142 10.5 974 9,151 4.3 3.5 1.9 0.9 1.8
Schizoaffective disorders 208,858 9.0 629 6,836 41 3.3 1.4 0.3 0.8
Anxiety disorders 158,930 9.5 1,059 11,076 3.8 2.7 1.6 1.3 2.2
Intellectual disability 215,642 16.8 911 5,216 9.7 54 1.6 0.1 0.8
Other mental impairments 201,759 13.4 1,340 9,897 55 4.3 2.4 1.3 2.6
Nonmental impairments
Back disorders 935,688 8.9 872 9,698 3.7 2.7 1.6 0.8 1.8
HIV/AIDS 43,911 17.8 2,047 11,438 5.8 5.7 4.1 2.2 4.5
Neoplasms 139,243 18.9 3,034 15,939 6.5 4.8 3.7 4.0 6.3
Congenital anomalies 9,988 15.4 1,058 6,720 8.0 4.6 2.1 0.7 1.7
Visual impairments 98,266 18.1 2,172 11,955 5.3 4.4 6.5 1.9 21
Hearing impairments 31,656 21.8 1,936 8,826 7.4 8.4 4.7 1.3 3.1
Speech impairments 3,016 14.3 1,653 11,499 54 4.8 2.4 1.7 2.9
Infectious and parasitic
diseases 19,393 13.3 1,291 9,648 5.0 4.1 2.8 1.3 2.8
Endocrine, nutritional, and
metabolic diseases 157,667 8.8 757 8,467 3.8 2.9 1.6 0.6 1.4
Diseases of the —
Musculoskeletal system 632,886 10.8 1,017 9,295 4.6 34 2.0 0.9 2.0
Blood and blood-forming
organs 10,437 16.5 1,896 11,414 6.0 5.3 3.3 2.0 3.9
Nervous system 380,709 12.9 1,414 10,859 5.1 3.9 2.5 1.4 2.8
Circulatory system 393,732 10.8 1,165 10,659 4.6 3.2 2.0 1.1 2.2
Respiratory system 125,619 9.9 897 8,921 4.4 3.1 1.7 0.8 1.8
Digestive system 78,478 12.3 1,341 10,852 4.7 3.7 24 1.5 3.0
Genitourinary system 76,236 16.8 1,884 11,135 6.3 5.0 34 2.1 4.0
Skin and subcutaneous
tissue 11,725 10.6 1,003 9,352 4.2 3.5 2.0 0.9 2.0
Injuries 223,393 11.6 1,404 12,007 4.5 3.4 2.2 1.5 2.7
Other nonmental
impairments 115,062 8.6 729 8,276 4.2 2.4 1.4 0.6 1.4
Unknown 13,841 35.7 6,167 17,210 6.9 7.4 12.3 9.1 18.1
SOURCE: Authors' calculations using DAF and MEF.
a. $12,000 for nonblind beneficiaries and $19,680 for blind beneficiaries in 2011.
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Table A-4.
Distribution of SSl-only disability payment recipients among earnings categories, by primary impairment,

2011
Mean earnings ($) Percentage with earnings—
Percent- Among| Between| Between| Between Above
age those| $1,000[ $5,000| $10,000 of| annual-
emp- with and and and| $20,000 ized
Primary impairment Number| loyed| Overall| earnings| $4,999| $9,999( $19,999| ormore| SGA?
Total 3,168,413 54 368 6,605 2.9 1.4 1.0 0.2 0.8
Mental impairments
Affective disorders 539,262 5.0 381 7,467 2.3 1.4 1.1 0.2 0.9
Schizoaffective disorders 285,521 41 302 7,045 2.1 . 0.8 0.2 0.7
Anxiety disorders 133,876 4.6 333 7,053 2.3 1.2 0.9 0.2 0.8
Intellectual disability 632,336 7.7 465 5,691 4.6 1.8 1.2 0.1 1.0
Other mental impairments 313,230 8.9 526 5,605 54 2.1 1.3 0.2 1.0
Nonmental impairments
Back disorders 186,866 2.3 174 7,565 1.0 0.7 0.4 0.1 0.4
HIV/AIDS 36,265 57 504 8,755 2.4 1.7 1.2 0.4 1.2
Neoplasms 32,258 5.2 417 7,938 2.3 1.6 1.0 0.3 1.0
Congenital anomalies 26,306 8.8 396 4,008 6.9 1.2 0.6 0.1 0.5
Visual impairments 56,810 5.8 516 8,641 2.7 1.4 1.2 0.5 0.5
Hearing impairments 27,713 13.0 967 7,277 6.6 3.1 2.7 0.6 2.6
Speech impairments 4,803 8.5 558 6,232 4.8 1.9 1.5 0.3 1.3
Infectious and parasitic
diseases 7,897 3.8 348 9,000 1.4 1.1 1.1 0.2 0.9
Endocrine, nutritional, and
metabolic diseases 88,239 2.7 211 7,632 1.1 0.9 0.6 0.1 0.5
Diseases of the —
Musculoskeletal system 175,119 3.1 237 7,602 1.3 1.0 0.7 0.1 0.6
Blood and blood-forming
organs 12,949 11.6 857 7,193 55 3.6 2.1 0.5 1.9
Nervous system 158,711 4.2 297 6,752 24 1.0 0.7 0.2 0.7
Circulatory system 134,641 2.3 180 7,724 1.0 0.7 0.5 0.1 0.4
Respiratory system 64,165 3.3 236 7,114 1.4 1.1 0.6 0.1 0.5
Digestive system 31,003 3.1 244 7,669 1.4 0.9 0.7 0.1 0.6
Genitourinary system 29,287 4.8 410 8,420 1.9 1.4 1.2 0.3 1.0
Skin and subcutaneous
tissue 5,074 4.5 339 7,298 1.9 1.5 1.0 0.1 0.8
Injuries 82,403 3.5 296 8,385 1.5 1.0 0.8 0.2 0.7
Other nonmental
impairments 101,596 3.8 299 7,640 1.9 1.0 0.7 0.2 0.7
Unknown 2,083 3.9 364 9,239 1.5 1.1 1.1 0.2 0.8

SOURCE: Authors' calculations using DAF and MEF.
a. $12,000 for nonblind beneficiaries and $19,680 for blind beneficiaries in 2011.
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Table A-5.

Distribution of disability program beneficiaries receiving concurrent DI and SSI benefits among earnings
categories, by primary impairment, 2011

Mean earnings ($)

Percentage with earnings—

Percent- Among| Between| Between| Between Above
age those| $1,000[ $5,000| $10,000 of| annual-
emp- with and and and| $20,000 ized
Primary impairment Number| loyed| Overall| earnings| $4,999| $9,999( $19,999| ormore| SGA?
Total 1,442,174 6.9 368 5,119 4.4 1.7 0.7 0.1 0.5
Mental impairments
Affective disorders 249,870 6.2 371 5,808 3.5 1.7 0.9 0.1 0.6
Schizoaffective disorders 137,863 5.1 270 4,968 34 1.2 0.5 0.1 0.4
Anxiety disorders 54,941 6.0 342 5,486 3.6 1.6 0.8 0.1 0.5
Intellectual disability 92,750 10.7 551 4,937 6.8 2.9 1.0 0.1 0.6
Other mental impairments 278,185 1.2 490 4,088 8.3 2.2 0.7 0.0 0.4
Nonmental impairments
Back disorders 123,454 3.7 224 5,923 2.0 1.2 0.5 0.1 0.3
HIV/AIDS 15,826 71 474 6,473 3.6 2.1 1.2 0.2 0.9
Neoplasms 16,451 71 496 6,810 3.5 2.1 1.3 0.2 0.9
Congenital anomalies 8,173 13.4 530 3,712 10.5 2.5 0.3 0.1 0.2
Visual impairments 29,079 6.8 443 6,310 3.8 1.8 1.2 0.2 0.2
Hearing impairments 12,909 13.7 865 6,167 7.4 3.9 2.0 0.4 1.6
Speech impairments 1,190 10.3 570 5,291 6.1 2.9 1.2 0.1 0.8
Infectious and parasitic
diseases 3,678 4.8 329 6,611 2.6 1.3 0.8 0.2 0.6
Endocrine, nutritional, and
metabolic diseases 44,062 41 259 6,168 2.1 1.4 0.6 0.1 0.4
Diseases of the —
Musculoskeletal system 94,031 4.6 285 6,078 2.4 1.5 0.6 0.1 0.4
Blood and blood-forming
organs 5,360 11.9 804 6,585 5.7 3.9 2.0 0.3 1.4
Nervous system 70,504 5.8 318 5,244 3.6 1.5 0.6 0.1 0.4
Circulatory system 60,395 3.9 238 5,959 2.1 1.2 0.5 0.1 0.4
Respiratory system 27,886 3.8 242 6,127 1.9 1.3 0.6 0.0 0.4
Digestive system 15,512 4.8 303 6,121 2.6 1.4 0.6 0.1 0.5
Genitourinary system 14,310 6.7 463 6,708 3.4 2.2 0.9 0.3 0.8
Skin and subcutaneous
tissue 2,709 5.2 321 6,009 2.9 1.7 0.4 0.2 0.5
Injuries 40,543 4.8 303 6,086 2.7 1.3 0.7 0.1 0.5
Other nonmental
impairments 39,019 4.4 199 4,012 3.4 0.8 0.3 0.0 0.2
Unknown 3,474 8.4 532 6,032 4.7 2.3 1.2 0.2 1.1
SOURCE: Authors' calculations using DAF and MEF.
a. $12,000 for nonblind beneficiaries and $19,680 for blind beneficiaries in 2011.
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Notes
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" Because DI and SSI are programmatically distinct,
individuals who receive SSI payments are often referred to
as “SSI recipients” to distinguish them from “Social Secu-
rity beneficiaries” or the more specific “DI beneficiaries.”
However, for the sake of simplicity, in this article we some-
times use the word “beneficiaries” to indicate awardees of
either SSI or DI, including those who receive concurrent
benefits from both programs.

21In 2011, engaging in SGA meant earning at least $1,000
per month for a nonblind individual or $1,640 per month
for a blind individual (SSA n.d.). SGA amounts have been
adjusted annually based on the national average wage index
since 1978 (for blind individuals) and since July 1999 (for
all others).

* DI beneficiaries who have amyotrophic lateral sclerosis
or end-stage renal disease qualify for Medicare benefits
immediately, as do new DI beneficiaries whose entitlement
is retroactive to at least 24 months prior to DI award.

4 To determine Medicaid eligibility, 39 states and the
District of Columbia use SSI criteria, and 11 states use
more restrictive eligibility criteria.

5 Individuals with FICA- or SECA-covered earnings that
are not also Medicare taxable have their earnings capped
at the FICA/SECA maximum ($106,800 in 2011). Earnings
not taxable by either the IRS or Medicare are not included
in the underlying data and are thus not included in the
analysis.

% In our population, 3.7 percent of DI-only beneficia-
ries, 3.8 percent of SSI-only recipients, and 4.5 percent of
concurrent-benefit recipients have earnings greater than $0
but less than $1,000.

" Because we define employment as having earnings of at
least $1,000, our statistical tables omit data for beneficiaries
earning less than $1,000.

8 Statistics on beneficiary age and other characteristics
are available from the authors upon request.

° The estimated coefficients from the regressions are
available from the authors upon request.

10 Essentially, these estimates correspond with the
average change in the outcome variables for all individuals
when the variable of interest is changed from 0 to 1, with all
other variables set to their actual values. For more informa-
tion, see Bartus (2005).

' The odds ratio for diseases of the skin and subcutane-
ous tissue is also less than 1, but that result is not statisti-
cally significant.

12 Although the odds ratio calculations depend on the
choice of reference category, the fact that we have found
one instance of deviation between employment and condi-
tional earnings using any reference group is sufficient to
support our claim that impairment groups whose members
are more likely to work are not necessarily those groups
whose members have higher earnings.
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RETIREMENT PLAN CoVERAGE BY FIRM SizE: AN UPDATE

by Irena Dushi, Howard M. lams, and Jules Lichtenstein*

Previous research indicates that small businesses tend to be less likely than larger ones to offer retirement ben-
efits to their employees. This means that resolving issues of adequate retirement savings requires an understand-
ing of the role businesses play in retirement policy and how a business’s decision on offering retirement benefits
determines workers’ choices regarding retirement savings. The relationship between firm size and retirement
plan sponsorship is particularly important given the Obama administration’s retirement proposals to create
automatic individual retirement accounts. Obviously, accurate information is important for policymakers not
only in formulating retirement income-security policies that would better target workers not covered by a retire-
ment plan, but also to assess more fully the impact of policy alternatives on workers’ retirement plan behavior.

In this article, we build on our previous work and provide an update of the relationship between pension plan
coverage and firm size among private-sector workers, using data from the Survey of Income and Program Partici-
pation (SIPP) for 3 years: 2006, 2009, and 2012. More specifically, we report on three important measures. the pro-
portions of employers who offered a retirement plan, the proportions of employees who participated in a retirement
plan, and the proportions of employees who took up a retirement plan conditional on their employers having offered
one. Following previous work, our measures of pension coverage and participation take into account, and correct
for, survey-response errors in the SIPP by using information in the W-2 records regarding tax-deferred earnings
to defined contribution plans. Our findings show that compared with 2006, the offer and participation rates of any
pension plan increased in 2009 and 2012, the differences were relatively small, but statistically significant. Although
offer and participation rates differed substantially by firm size throughout the period, take-up rates (conditional on
plans being offered) differed little among workers in firms with 10 or more employees.

Introduction Employees (SIMPLE)—to help small businesses over-
come some of the obstacles of sponsoring retirement
plans. More recently, the current administration has
proposed new policies to expand retirement savings.
Under the Obama administration’s automatic individ-
ual retirement account (IRA) proposal, employers in

Previous research has shown that a substantial
proportion of workers in the private sector have no
access to a pension plan,' and that workers in large
firms are more likely to have access to pensions than
those in small firms. Hence, the primary challenge
for both researchers and policymakers interested in
retirement security has been how to expand pension Selected Abbreviations
coverage and participation, as a means of saving

for retirement, so that workers have enough income DI defined benefit

in retirement to avoid sharp drops in their living DC defined contribution

standards. Policymakers have implemented many IRA individual retirement account
options—such as Simplified Employee Pension SIPP Survey of Income and Program Participation

(SEP) plans and Savings Incentive Match Plans for
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Office of Retirement and Disability Policy (ORDP), Social Security Administration (SSA). Howard lams is a social science research
analyst with ORES, ORDP, SSA. Jules Lichtenstein is a senior economist with the Small Business Administration’s Office of Advocacy.
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business for at least 2 years and who have more than
10 employees would be required to offer an automatic
IR A option to employees, under which regular con-
tributions would be made to that IRA through payroll
deductions. However, employers who sponsor a quali-
fied retirement plan (for example, SEP or SIMPLE)
for their employees would not have to provide an
automatic IR A for those employees. According to

the administration’s proposal, employers would not
have to match employee contributions nor choose or
arrange default investments options. Instead, a low-
cost, standard type of investment alternative would be
prescribed by statute or regulation (Department of the
Treasury 2014, 141-144). It is estimated that through
this automatic IRA program, approximately 75 mil-
lion employees working in private-sector firms with
more than 10 employees who are not currently offered
any pension plan would be able to save for retirement
(Iwry and John 2007).

From a research and policymaking point of view,
it is very important to have accurate estimates of
pension coverage, participation, and take up to
estimate the impact of new proposals. In general, in
estimating pension coverage, researchers rely heavily
on survey reports; however, the estimates of access
or plan offering vary widely. Iwry and John (2007),
using information from the 2004 Survey of Consumer
Finances, estimated that half of the workforce had no
employer-provided plan. Our estimates from Current
Population Survey (CPS) data for 2012 indicate that
51 percent of private-sector employees aged 21-64
were offered a pension plan from their employer, and
42 percent reported inclusion in the plan. Using data
from the 2006 Survey of Income and Program Par-
ticipation (SIPP), Dushi, lams, and Lichtenstein (2011,
Table 1) estimated that 65 percent of private-sector
employees aged 21-64 self-reported being offered a
retirement plan; that proportion increases to 72 per-
cent when self-reported data are augmented with
information from the matched W-2 payroll records.
Consistent with those authors’ findings, the Employ-
ment Benefit Research Institute, based on their
2014 Retirement Confidence Survey, reported that
70 percent of workers were offered a retirement plan
(Helman and others 2014, 18). Wu and Rutledge (2014,
Table 2), using data from the Health and Retirement
Study (HRYS) for older workers (aged 50—58) over the
1992-2010 period, estimated that about 76 percent
of workers were offered a retirement plan by their
employer. Among workers in low-income households
(with income of less than 300 percent of the federal

poverty level), 59 percent were offered a plan com-
pared with 82 percent of workers in households that
were not low income.?

A recent analysis by Munnell and Bleckman (2014)
suggests that estimates of plan coverage depend on
the sector of employment (public or private); hours
of work (any, part time, or full time); definition used
(employer offering, employee inclusion, or participa-
tion); and the source of assessment (employers or
employees). The authors compared estimates from
employers’ reports in the Bureau of Labor Statistics’
National Compensation Survey (NCS) with estimates
from respondents’ reports in the CPS. Their findings
showed that in the NCS, pension coverage of workers
aged 25—-64 varied from 64 percent to 79 percent. In
the CPS, 52 percent to 63 percent of workers reported
being covered by a pension plan depending on hours
of work and sector of employment (Munnell and
Bleckman 2014, Table 2).> Furthermore, the authors
observed that estimates of participation in retirement
plans were more similar in the NCS and CPS than
estimates regarding plan access and offering.* Plausi-
bly, this may suggest that the concepts of access and
offer are more abstract for survey respondents than the
concept of pension plan participation.

One reason for the variation across population sur-
veys is that survey respondents may incorrectly report
their pension plan information. Previous research has
documented the widespread inconsistencies between
survey-reported characteristics of defined benefit
(DB) pensions and the plan characteristics detailed
in the employer Summary Plan Description (Mitchell
1988; Gustman and Steinmeier 2004, 2005; Gust-
man, Steinmeier, and Tabatabai 2009). Respondent-
reporting error is also found when survey respondents
answered questions about defined contribution (DC)
plans (Dushi and Iams 2010; Dushi, lams, and Lich-
tenstein 2011; Dushi and Honig 2014). Using SIPP
data matched to Social Security W-2 tax records,
Dushi and Iams (2010) found that the participation
rate in DC plans based on respondents’ self-reports
was lower than the rate when using W-2 records (by
11 percentage points), suggesting that respondents
either do not understand the survey questions about
participation or they do not recall making a decision
to participate in a DC plan. The authors also found
inconsistencies between the survey report and the
W-2 records regarding contribution amounts to DC
plans. Dushi and Honig (2014), using data for older
workers in the HRS, found that although respondents
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interviewed in 1998 and 2004 were more likely to cor-
rectly report whether they were included in DC plans,
they were no more accurate in reporting whether

they contributed to their plans than were respondents
interviewed in 1992. The authors also found that
respondents in the three cohorts (1992, 1998, and
2004) significantly overstated their annual contribu-
tions. Given the presence of respondent-reporting
errors, researchers have used different approaches to
correct for them, such as examining information from
employers’ Summary Plan Descriptions,’ examining
respondents’ pension reports when those individuals
are near retirement or newly retired,® or by supple-
menting survey reports of participation in DC plans
with data from W-2 tax records.’

According to our recent analysis of the 2006 SIPP
data matched to respondents’ W-2 records, overall,
about 28 percent of private-sector workers aged 21-64
did not have access to any type of retirement plan
through their workplace (Dushi, lams, and Lichten-
stein 2011, Table 1). Moreover, 50 percent of private-
sector workers in small firms (with fewer than 100
employees) had no retirement plans available, com-
pared with about 16 percent of workers in large firms
(with 100 or more employees). By contrast, conditional
on the employer offering a retirement plan, the take-
up rate among workers in small and large firms was
essentially the same—about 80 percent, suggesting
that employees in small firms are as likely to take
up the plan once they are offered. These substantial
differences in offer rate by firm size suggest that it is
important to make it easier for small firms to provide
some sort of retirement plan to their employees.

The purpose of this analysis is to update our previ-
ous estimates based on data from early 2006 (Dushi,
lams, and Lichtenstein 2011) with data from the
summer of 2009 and early 2012. Two major influences
are reflected in the findings using the 2009 and 2012
data. First, the 2006 Pension Protection Act, among
other legislative changes, allowed employers to enroll
their employees automatically in DC-type plans. As
a result, enrollment in retirement plans is quite likely
to have increased because default enrollment leads to
higher participation rates.® Second, evidence indicates
that the Great Recession of 2007-2009 had an impact
on employers’ matching contributions to DC plans
(Towers Watson 2010), and that it also led to a reduc-
tion in employees’ participation and contributions to
such plans (Dushi, lams, and Tamborini 2013; Dushi
and lams 2015). Hence, it is plausible to expect that

these changes have influenced the overall offer, par-
ticipation, and take-up rates of retirement plans after
2006, and it is likely that the impact of those changes
differ by firm size. Thus, our estimates of offer, par-
ticipation (inclusion), and take-up rates of retirement
plans for 2006, 2009, and 2012 may, to some extent,
provide evidence of the impact of the 2006 Pension
Protection Act and the Great Recession of 2007-2009.
In addition, using the responses of the same individual
in 2009 and 2012, we assess changes in pension cover-
age over the 2009-2012 period among private-sector
workers by firm size.

Our findings show that offer and participation rates
of any retirement plan in 2009 and 2012 were signifi-
cantly higher than the offer and participation rates
in 2006.° The participation rate in any pension plan
among all private-sector employees increased from
58 percent in 2006 to around 62 percent in 2012 (the
difference is statistically significant at the 5 percent
level). The take-up rate also significantly increased,
from 80 percent in 2006 to around 83 percent in 2009
and 2012. While throughout the period, offer and
participation rates differed substantially by firm size,
there was little difference in the take-up rate of any
retirement plan (conditional on being offered) among
workers in firms with 10 or more employees.

The following four sections of the article provide a
discussion of the data and methodology, describe the
findings of our analysis, address policy changes, and
present overall conclusions.

Data and Methodology

The data for this study come from the SIPP, which

is conducted by the Census Bureau. The SIPP is the
principal, nationally representative household survey
for the entire labor force, monitoring pension type,
coverage and participation, and the shift from DB

to DC plans. More specifically, we use data from

the Topical Module on Retirement and Pension Plan
Coverage of the 2004 SIPP Panel; respondent inter-
views were conducted over the 4-month period from
February to May 2006. In addition, we also use data
from topical modules 3 and 11 of the 2008 SIPP Panel,
pension information was reported in the summer of
2009 and again in early 2012. The sample for this
analysis consists of private-sector wage and salary
workers aged 21-64."° Our measurement of firm size is
based on employee self-reported responses.'!

In the topical module, SIPP respondents are asked
if the employer offered a pension or retirement
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plan and whether they were included in the plan."?

If respondents were included in a plan, they are
asked about the type of plan. Then, the SIPP collects
information about whether the respondents have
contributed to an individual account or retirement
plan during the survey year, whether the contribu-
tions were tax-deferred, the amount and frequency
of contributions, and whether their employers con-
tributed to the plan and the amount of the employer
contributions.”

Dushi, Iams, and Lichtenstein (2011) documented
the presence of reporting errors in the SIPP that were
either because of the respondent misunderstanding the
survey questions or other reporting procedures, such
as Census imputation of missing data'*—regarding
offer, participation, and take-up rates. In this analysis,
we supplement SIPP data with information from the
respondent’s W-2 payroll tax records."” Similar to the
method used in our previous article, we adjust the
survey reports with information from W-2 tax records
regarding tax-deferred contributions to DC plans,
to correct for the presence of measurement error in
self-reports of DC plans and to obtain a more accurate
picture of the pension offer, participation, and take-up
rates.'® The main field of interest from the W-2 record
is whether in a given year there were tax-deferred
contributions to a retirement plan.'” The presence of
positive tax-deferred contributions in the W-2 record is
an indication that the respondent not only was offered,
but also participated in a DC plan. Thus, we define a
respondent as being offered any pension plan if he or
she reported that the employer offered a pension plan,
an investment account plan, a tax-deferred retirement
savings plan, or if his or her W-2 tax record indicated
tax-deferred earnings to a retirement account; offer
of a DC plan is defined similarly.'”® We define partici-
pation in a pension plan if the respondent reported
inclusion in a plan, or if the W-2 record indicated
the presence of tax-deferred earnings to a retirement
account, whereas we define participation in a DC plan
only according to information in the W-2 record."”

We define take up as a respondent participating in a
pension plan, conditional on being offered a plan; take
up of a DC plan is defined similarly.? In this analysis,
we use information in the W-2 record that corresponds
to the year of the survey (that is, tax-deferred contribu-
tions in 2006 for the early 2006 survey data, the 2009
records for the summer of 2009 survey data, and the
2011 records for early 2012 survey data).?!

We first present the offer, participation, and take-up
rates of any type of pension plan (DC, DB, or cash
balance)? and then separately present the rates for
DC plans, by firm size. Next, we estimate the change
in offer, participation, and take up between 2009 and
2012 among respondents interviewed in both topical
modules.

Results

Our findings cover the following three focal areas:
(1) offer, participation, and take-up rates of any
type of retirement plan; (2) offer, participation, and
take-up rates of DC plans; and (3) changes in offer,
participation, and take-up rates over time among
respondents who stayed in the same job and those
who changed jobs.

Offer, Participation, and Take-Up Rates
of Any Type of Retirement Plan

Offer, participation, and take-up rates of any retire-
ment plan by firm-size categories among private-
sector workers for each of the 3 years under study

are shown in Table 1. Overall, the offer rate seems to
have increased only slightly (by 3 percentage points)
between 2006 and 2009, and from there it remained
the same in 2012 (columns 1-3). A similar pattern is
observed among employees working in firms with 100
or more employees. By contrast, offer rates decreased
among workers in firms with fewer than 10 employ-
ees, from 34 percent in 2006 to 28 percent in 2012,
suggesting that the Great Recession of 20072009
may have played a role. Interestingly, in firms with
1024 and 25—-49 employees, the offer rates were
almost the same in 2006 and 2009, but increased in
2012 (by 4-5 percentage points). Among workers in
firms with 50-99 employees, the offer rate decreased
from 70 percent in 2006 to 67 percent in 2009, and
then increased again to 73 percent in 2012. It is

worth noting here that the offer rates among firms
with fewer than 100 employees were much lower
(around 50 percent) than those in firms with 100 or
more employees (around 87 percent), suggesting that
a policy such as the proposed automatic IRA, which
targets smaller firms, is likely to have an important
impact on access to retirement plans. Not surprisingly,
the offer rates increased with firm size, and firms with
fewer than 10 employees had the lowest offer rate

(28 percent in 2012).
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Table 1.
Offer, participation, and take-up rates of any retirement plan among private-sector workers in 2006, 2009,
and 2012, by firm-size categories (in percent)

Offer of Participation in Take up of
any retirement plan any retirement plan any retirement plan
Firm size 2006 2009 2012 2006 2009 2012 2006 2009 2012
(number of employees) (1) (2) (3) (4) (5) (6) (7) (8) (9)
All 72 75 75 58 63 * 61~ 80 83~ 82~
100 or more 84 1 87 *t 87 *t 68 T 73 *t 71*t 81+t 84 *t 82 *t
Fewer than 100 50 50 52~ 39 40 42+ 79 79 80 *
Fewer than 10 34 33 28 * 28 27 23~ 83 82 82
10-24 46 46 51~ 36 35 42* 77 78 82~
25-49 60 59 63 * 46 47 51~ 77 81 80 *
50-99 70 67 * 73* 54 52~ 57 * 78 78 78
10 or more 77t 81*t 80 *t 62 t 67 *t 65 *t 80t 83~ 82~

Number of observations 23,753 20,499 14,464 23,753 20,499 14,464 15,631 15,525 10,873

SOURCE: Data are from the 2006 topical module 7 of the 2004 Survey of Income and Program Participation (SIPP) Panel and the 2009 and
2012 topical modules 3 and 11, respectively, of the 2008 SIPP Panel. Samples from both panels are matched to Social Security W-2
records.

NOTES: The samples consist of private-sector wage and salary workers aged 21-64 at the interview year. Estimates are weighted using
survey weights. Offer is defined as equal to 1 if the employer offers any retirement plan (either a defined benefit (DB), defined contribution
(DC), or cash balance plan) and 0 otherwise. Participation is defined as equal to 1 if the respondent reports either inclusion in a DB plan or
active participation (that is, making tax-deferred contributions) in a DC plan and 0 otherwise. Conditional on being offered any retirement
plan, take up is defined as equal to 1 if the respondent participates in a plan and 0 otherwise. The three definitions adjust the respondent's
report in the SIPP with information in the W-2 record (that is, if the W-2 record indicates a positive tax-deferred contribution). In other words,
if a SIPP respondent reports not being offered (or participating in) a pension plan and the W-2 record indicates that he or she made a tax-
deferred contribution to a DC account in the survey year, then the respondent is classified as being offered and participating in a retirement
plan.

* denotes that the difference in the rates in each row between 2006 and 2009 (and/or between 2006 and 2012) is statistically significant at
the 5 percent or better level.

1 denotes that the difference in the rates within each column between firms with 100 or more employees and firms with fewer than 100
employees and between firms with 10 or more employees and firms with fewer than 10 employees is statistically significant at the 5 percent
or better level.

Columns 4-6 reveal that overall participation of workers in firms with fewer than 100 employees
rates in a pension plan (that is, inclusion) signifi- was much lower (a difference of about 30 percentage
cantly increased from 58 percent in 2006 to around points) than the rate of their counterparts in firms
61 percent in 2012, suggesting that changes in offer with 100 or more employees. Although the participa-
rates quite likely have contributed to the increase tion rates increased with firm size, in 2012, the rate
in participation. This pattern also suggests that the remained below 25 percent for firms with fewer than
larger increase from 2006 to 2009 could be because 10 employees and below or near 50 percent for firms
of the 2006 Pension Protection Act, whereas the with 10-24 and 25-49 employees, respectively.

decrease from 2009 to 2012 could be because of the Conditional on being offered a pension plan, the
Great Recession of 2007-2009. The same pattern is overall take-up rate increased from 80 percent in

evident among firms with 100 or more employees. 2006 to 83 percent and 82 percent in 2009 and 2012,
By contrast, the participation rate in smaller firms respectively (columns 7-9); the increase was small,
(those with 10-24 and 50-99 employees) slightly but statistically significant at the 5 percent level. Thus,
decreased in 2009, but it increased in 2012. Among the slight increase in offer rates (by about 3 percent-
firms with fewer than 10 employees, the participation age points) quite likely led to a proportional increase

rate decreased from 28 percent in 2006 to 23 percent in take-up rates (by about 2-3 percentage points).
in 2012. Similar to the offer rate, the participation rate
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Interestingly, the take-up rates in firms with 10 or
more employees follow the same pattern, whereas in
firms with fewer than 10 employees, the take-up rates
were almost unchanged over the period. Furthermore,
the take-up rates in firms with fewer than 10 employ-
ees were as high as the take-up rates in firms with 100
or more employees and, in general, they were higher
(by 4—6 percentage points in 2006 and 2009) than the
rates in firms with 10-24 employees. This finding sug-
gests that workers in small firms are not much differ-
ent in their decision to take up retirement plans when
offered; therefore, increasing the offer rate among
workers in small firms would plausibly increase their
participation in such plans and help bolster their
retirement security.

Offer, Participation, and Take-Up
Rates of DC Plans

As DB plans are being “frozen” or eliminated, DC
plans are becoming the dominant type of retire-

ment plan available to employees (Bureau of Labor
Statistics 2010, Table 2). Overall, we find that among
private-sector workers, the offer rate of DC plans
increased from 60 percent in 2006 to 63 percent in
2009, and then declined to 61 percent in 2012; those
changes while small in magnitude, are statistically
significant at the 5 percent level (Table 2, columns
1-3). As expected, the offer rate in 2012 was substan-
tially higher among workers in firms with 100 or more
employees than in firms with fewer than 100 employ-
ees (72 percent versus 40 percent). Among firms with

Table 2.

Offer, participation, and take-up rates of DC plans among private-sector workers in 2006, 2009, and 2012,

by firm-size categories (in percent)

Offer of a DC plan

Participation in a DC plan Take up of a DC plan

Firm size 2006 2009 2012 2006 2009 2012 2006 2009 2012
(number of employees) (1) (2) (3) (4) (5) (6) (7) (8) (9)
All 60 63 * 61* 44 46 * 45 * 73 74 * 73
100 or more 71t 73 *t 72 *t 53¢t 55 *t 53¢t 74 75 *t 74
Fewer than 100 39 38 40* 27 26 28 70 67 * 70
Fewer than 10 24 23 20~ 17 16 14 * 71 69 * 72*
10-24 36 34 * 38* 24 22* 26 * 68 65* 69
25-49 48 45 * 48 34 31* 34 70 68 * 70
50-99 59 53* 59 41 35* 40 70 66 * 68 *
10 or more 65t 67 *t 65t 48 50 *t 48 t 73 t 74 *t 73
Number of observations 23,753 20,499 14,464 23,753 20,499 14,464 14,403 12,872 8,867

SOURCE: Data are from the 2006 topical module 7 of the 2004 Survey of Income and Program Participation (SIPP) Panel and the 2009 and
2012 topical modules 3 and 11, respectively, of the 2008 SIPP Panel. Samples from both panels are matched to Social Security W-2

records.

NOTES: The samples consist of private-sector wage and salary workers aged 21-64 at the interview year. Estimates are weighted using
survey weights. The three definitions adjust the respondent's report in the SIPP with information in the W-2 record (that is, if the W-2 record
indicates a positive tax-deferred contribution). More specifically, offer is defined as equal to 1 if the employer offers a defined contribution
(DC) retirement plan and 0 otherwise. If a SIPP respondent reports not being offered a DC plan and the W-2 record indicates that he or she
made a tax-deferred contribution to a DC plan in the survey year, then the respondent is classified as being offered a DC plan. By contrast, if
the SIPP respondent reported being offered a DC plan, but the W-2 record indicates that no contributions were made, we consider the
respondent as being offered because there is no way we can tell from the W-2 record whether the offer was made or not. The definitions of
participation in and take up of a DC plan take into account only information in the W-2 record, if the respondent made a tax-deferred
contribution in the survey year. Thus, participation is defined as equal to 1 if the respondent, according to the W-2 record, made tax-deferred
contributions in a DC plan and 0 otherwise. Conditional on being offered a DC plan, take up is defined as equal to 1 if the respondent
participates in a DC plan and 0 otherwise.

* denotes that the difference in the rates in each row between 2006 and 2009 (and/or between 2006 and 2012) is statistically significant at
the 5 percent or better level.

1 denotes that the difference in the rates within each column between firms with 100 or more employees and firms with fewer than 100
employees and between firms with 10 or more employees and firms with fewer than 10 employees is statistically significant at the 5 percent
or better level.
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fewer than 100 employees, the proportion offered a
plan increased with firm size, from about 20 percent
in firms with fewer than 10 employees to 59 percent in
firms with 50-99 employees. Over the period, among
firms with fewer than 100 employees, the offer rate
slightly decreased in 2009 compared with 2006, but
then increased again in 2012. An exception is firms
with fewer than 10 employees, where the offer rate
decreased throughout the period.

Among all private-sector workers, over the period
under study, around 45 percent had made tax-deferred
contributions to DC plans as indicated by their W-2
tax records (columns 4—6); the increase in the par-
ticipation rate between 2006 and 2009 and between
2006 and 2012 was small (by 1-2 percentage points),
but statistically significant. Similar to previous pat-
terns, in 2012, workers in large firms with 100 or more
employees were more likely to participate in DC plans
than were their counterparts in small firms with fewer
than 100 employees (53 percent versus 28 percent,
respectively. Participation rates in small firms range
from 14 percent in firms with fewer than 10 employees
to 40 percent in those with 50-99 employees. Except
in the smallest firm (with fewer than 10 employees),
where the rates decreased monotonically over the
study period, participation rates in the firms with
1024, 25-49, and 50-99 employees dipped in 2009,
but bounced back to previous levels in 2012.

Overall, about three-quarters of employees who were
offered a DC plan took it up (columns 7-9). The take-
up rates remained almost unchanged over the period in
firms with 100 or more employees, and they decreased
only slightly in 2009 in firms with fewer than 100
employees. Interestingly, in 2012, there was no substan-
tial difference in the take-up rates by firm size, ranging
from 72 percent in firms with fewer than 10 employees
to 68 percent in firms with 50-99 employees and up to
74 percent in firms with 100 or more employees. These
findings suggest that the main factor in lower participa-
tion rates among workers in smaller firms may be the
lack of an offer of a DC plan. Hence, if all uncovered
workers were offered a DC plan or an IRA plan in
2012, all else being equal, one would expect that about
three-quarters of them may have participated.

Changes in Offer, Participation, and
Take-Up Rates Over Time

In Tables 1 and 2, we treat the samples in 2009 and
2012 as two separate cross sections; in fact, both sam-
ples are from the 2008 Panel of the SIPP. Hence, the
cross-section estimates allow for the possibility that

over the period, survey respondents may have gained
or lost pension coverage for different reasons, or they
may have even opted out of the survey. Next, we take
advantage of the panel aspect of the 2008 SIPP and
examine changes in individuals’ offer, participation,
and take-up rates over the period, from the first pen-
sion module conducted in the summer of 2009 to the
second pension module conducted in early 2012. To
the best of our knowledge, no one has used this panel
aspect to examine changes over time, particularly by
firm size. We restrict the sample to respondents who
were interviewed and had a wage and salary job in
both 2009 and 2012.%

Because changes in offer, participation, and take-
up rates are affected by whether respondents changed
jobs over the period, we present estimates separately
for workers who were in the same job in both years
(that is, “job stayers”) and those who were in a dif-
ferent job in both years (that is, “job changers™).?* For
2009 and 2012, the percentage distribution of offer,
participation, and take-up rates by firm-size categories
is given in Tables 3a, 3b, and 3c, respectively, for the
overall sample and separately for job stayers and job
changers. Among all workers who stayed in the same
job over the period, 68 percent were offered a plan in
both years, and 56 percent participated in a plan in
both years (Tables 3a and 3b, respectively, panel A,
column 4). An additional 16 percent of respondents
were not offered a plan in both years, and 27 percent
did not participate (Tables 3a and 3b, respectively,
panel A, column 1); the 11 percentage point difference
between those two rates suggests that a nontrivial
proportion elected not to participate in a plan even
when offered. Table 3a also shows that among job
stayers, 9 percent of respondents who were not offered
a plan in 2009 were offered a plan in 2012 (panel A,
column 2), whereas 7 percent of respondents who were
offered a plan in 2009 were not offered a plan in 2012
(column 3); the latter figure reflects either respondents’
misreport of plan offers in one of the two interviews,
Census imputation error, or changes in plan offering
by employers (although less likely).

We derive the take-up rates only for workers who
were offered a plan in both years. Thus, among job
stayers, 82 percent of employees continued to take
up a plan in both 2009 and 2012 (Table 3c, panel A,
column 4), whereas the 5 percent who took up the plan
in 2009 seemed to have decided not to take it up in
2012 (column 3). An additional 7 percent decided to
take up the offered plan in 2012, although they were
also offered one in 2009 (column 2); however, another
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Table 3a.

Percentage distribution of offer rates of any retirement plan among private-sector workers, by whether
those workers were in the same or a different job in 2009 and 2012 and by broad firm-size categories (in

percent)
Not offered Offered in
Not offered in in 2009, but 2009, but not Offered in 2009
Firm size 2009 or 2012 offered in 2012 offered in 2012 and in 2012
(number of employees) (1) (2) (3) (4) Total number
Panel A: Job stayers (in the same job)

All 16 9 7 68 10,850
Fewer than 100 32 9 11 48 3,577
100 or more 6 9 5 80 7,073
Fewer than 10 55 6 13 26 986
10 or more 10 10 6 74 9,664

Panel B: Job changers (in a different job)

All 31 29 8 32 4,201
Fewer than 100 52 21 8 19 1,473
100 or more 16 38 4 42 2,341
Fewer than 10 71 10 9 10 459
10 or more 24 34 5 37 3,355

SOURCE: Data are from the 2009 and 2012 topical modules 3 and 11, respectively, of the 2008 Survey of Income and Program

Participation (SIPP) Panel matched to Social Security W-2 records.

NOTES: The sample consists of private-sector wage and salary workers aged 21-64 at the 2009 survey interview. The sample of
respondents is divided into two subsamples: (1) workers who were in the same job in both 2009 and 2012 and (2) those who were in

different jobs in 2009 and 2012.

Estimates are weighted using survey weights. Offer is defined as equal to 1 if the employer offers any retirement plan (either a defined
benefit (DB), defined contribution (DC), or cash balance plan) and 0 otherwise. This definition adjusts the respondent's report in the SIPP
with information in the W-2 record (that is, if the W-2 record indicates a positive tax-deferred contribution). In other words, if a SIPP
respondent reports not being offered a pension plan and the W-2 record indicates that he or she made a tax-deferred contribution to a DC
account in the survey year, then the respondent is classified as being offered a retirement plan.

The authors performed the Chi? test of the difference in percentage distribution between job stayers (Panel A) and job changers (Panel B)
for each firm-size category and found that the differences are statistically significant at the 5 percent level.

7 percent did not take up the offer in either year
(column 1). These findings suggest that the majority of
respondents who stayed in the same job did not change
their take-up decision over this 3-year period.

As expected, job stayers in large firms (with 100 or
more employees) were more likely than their counter-
parts in small firms (with fewer than 100 employees)
to have been offered a plan and to have participated in
that plan in both years (Tables 3a and 3b, panel A, col-
umn 4). A substantially larger proportion of job stayers
in small firms (32 percent) were not offered a plan in
both years, compared with only 6 percent of workers
in large firms (Table 3a, column 1). Interestingly, simi-
lar proportions (9 percent) of job stayers in large and
small firms who were not offered a plan in 2009 were

newly offered one in 2012. Table 3b (column 2) shows
that the proportion of workers who started participat-
ing in 2012 was only slightly higher in large firms than
it was in small firms (11 percent versus 9 percent).

In addition, compared with large firms, a slightly
higher proportion of job stayers in small firms who
participated in a plan in 2009 stopped participating in
2012 (9 percent versus 6 percent, column 3). Workers’
decisions to take up a plan varied very little by firm
size (Table 3c). Although the proportions of job stayers
who were not offered or did not participate in a plan in
both years were substantially higher among those in
firms with fewer than 10 employees (Tables 3a and 3b,
column 1), the take-up rate was similar to the overall
rate (Table 3c, column 1).
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Table 3b.

Percentage distribution of participation rates of any retirement plan among private-sector workers, by
whether those workers were in the same or a different job in 2009 and 2012 and by broad firm-size

categories (in percent)

Did not participate
Did not in 2009, but Participated in Participated
participate in participated in 2009, but did not in 2009 and
Firm size 2009 or 2012 2012 participate in 2012 in 2012
(number of employees) (1) (2) (3) (4) Total number
Panel A: Job stayers (in the same job)

All 27 10 7 56 10,850
Fewer than 100 44 9 9 39 3,577
100 or more 18 11 6 65 7,073
Fewer than 10 64 5 10 21 986
10 or more 22 11 7 60 9,664

Panel B: Job changers (in a different job)

All 49 19 7 25 4,201
Fewer than 100 64 14 7 15 1,473
100 or more 38 25 4 33 2,341
Fewer than 10 78 8 6 8 459
10 or more 44 22 5 28 3,355

SOURCE: Data are from the 2009 and 2012 topical modules 3 and 11, respectively, of the 2008 Survey of Income and Program

Participation (SIPP) Panel matched to Social Security W-2 records.

NOTES: The sample consists of private-sector wage and salary workers aged 21-64 at the 2009 survey interview. The sample of
respondents is divided into two subsamples: (1) workers who were in the same job in both 2009 and 2012 and (2) those who were in

different jobs in 2009 and 2012.

Estimates are weighted using survey weights. Participation is defined as equal to 1 if the respondent reports either inclusion in a defined
benefit (DB) or active participation (that is, making tax-deferred contributions) in a defined contribution (DC) plan and 0 otherwise. These
definitions adjust the respondent's report in the SIPP with information in the W-2 record (that is, if the W-2 record indicates a positive tax-
deferred contribution). In other words, if a SIPP respondent reports not participating in a pension plan and the W-2 record indicates that he
or she made a tax-deferred contribution to a DC account in the survey year, then the respondent is classified as participating in a retirement

plan.

The authors performed the Chi? test of the difference in percentage distribution between job stayers (Panel A) and job changers (Panel B)
for each firm-size category and found that the differences are statistically significant at the 5 percent level.

The percentage distributions may not sum to 100 because of rounding.

Not surprisingly, offer, participation, and take-up
rates were much lower among workers who changed
jobs between 2009 and 2012 than among those who
remained in the same job during the period (Tables 3a,
3b, and 3c, panel B compared with panel A). Thus,
while only 16 percent of job stayers were not offered
a plan in both years, a significantly higher proportion
of job changers (31 percent) were not offered a plan
in both years (Table 3a, panels A/B, column 1). By
contrast, about two-thirds of job stayers were offered
a pension plan in both years, compared with a third of
job changers (column 4). It is interesting to note that a
higher proportion of job changers than of job stayers

(29 versus 9 percent) who did not have a pension offer
in 2009, had an offer in 2012 (column 2). This suggests
that there was some decision among job changers to
move from jobs that did not offer a retirement plan

to jobs that did offer a plan. Furthermore, 49 percent
of job changers did not participate in a plan in both
years, compared with 27 percent of their job stayer
counterparts (Table 3b, panels A/B, column 1); the
difference is significant at the 5 percent level. Work-
ers who remained in the same job over the 2009-2012
period were significantly more likely to participate in
a plan in both years than were those who changed jobs
(column 4).
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Table 3c.
Percentage distribution of take-up rates of any retirement plan among private-sector workers, by whether
those workers were in the same or a different job in 2009 and 2012 and by broad firm-size categories (in

percent)

Did not Did not take up | Took up in 2009, Took up in
take up in in 2009, but but did not take 2009 and
Firm size 2009 or 2012 took up in 2012 up in 2012 in 2012
(number of employees) (1) (2) (3) (4) Total number
Panel A: Job stayers (in the same job)

All 7 7 5 82 7,408
Fewer than 100 7 7 5 81 1,692
100 or more 7 7 4 82 5,707
Fewer than 10 9 6 5 80 250
10 or more 7 7 4 82 7,149

Panel B: Job changers (in a different job)

All 8 9 5 78 1,388
Fewer than 100 8 9 7 77 290
100 or more 8 9 6 77 1,017
Fewer than 10 4 9 7 80 46
10 or more 8 9 6 77 1,261

SOURCE: Data are from the 2009 and 2012 topical modules 3 and 11, respectively, of the 2008 Survey of Income and Program

Participation (SIPP) Panel matched to Social Security W-2 records.

NOTES: The sample consists of private-sector wage and salary workers aged 21-64 at the 2009 survey interview. The sample of
respondents is divided into two subsamples: (1) workers who were in the same job in both 2009 and 2012 and (2) those who were in

different jobs in 2009 and 2012.

Estimates are weighted using survey weights. Conditional on being offered any retirement plan, take up is defined as equal to 1 if the
respondent participates in a plan and 0 otherwise. This definition adjusts the respondent's report in the SIPP with information in the W-2
record (that is, if the W-2 record indicates a positive tax-deferred contribution). In other words, if a SIPP respondent reports not taking up the
offered pension plan and the W-2 record indicates that he or she made a tax-deferred contribution to a defined contribution (DC) account in
the survey year, then the respondent is classified as taking up the plan. Take-up rates are calculated conditional on the respondent being
interviewed in both years and of being offered a pension plan in both years.

The authors performed the Chi? test of the difference in percentage distribution between job stayers (Panel A) and job changers (Panel B)
for each firm-size category and found that the differences are statistically significant at the 5 percent level.

The percentage distributions may not sum to 100 because of rounding.

Policy Changes

To increase retirement plan participation, the current
administration’s focus is on increasing plan offerings.
According to Iwry and Johns (2007), the automatic
IRA plan would apply to employers with 10 or more
employees, who do not sponsor a pension plan of

any type and who have been in business for at least

2 years. Disregarding the 2-year requirement in the
proposal, our data suggest that about three-quarters of
private-sector workers were in firms that offered any
type of pension plan (Table 1, columns 1-3). Under
the automatic IRA, employees without a pension plan
offer would automatically be enrolled in an IRA plan,
although they have the choice of opting out of the

plan. Our estimates indicate that take-up rates of those
employees would be around 80 percent (columns 7-9).
Hence, if the automatic IRAs were introduced to all
private-sector employees not offered any pension plan
by their employer, we would expect the overall partici-
pation rate to increase by about 21 percentage points.?
If the automatic IRAs were introduced to only work-
ers in firms with 10 or more employees who were not
offered a DC plan, then the overall participation rate
would increase by about 25 percentage points.?® Note
that our estimates assume the same take-up rate as that
in the case of plans without automatic enrollment, sug-
gesting that the take-up rate may be even higher under
automatic enrollment, all else being equal.
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Conclusion

It is well documented that the self-reported rates of
offer, participation, and take up identified by workers
are prone to reporting error either because of misun-
derstanding of survey questions or reporting proce-
dures, such as Census imputation of missing data.
However, accurate information regarding whether
employers offer a retirement plan to their employees
and whether workers participate in the plan is impor-
tant for both researchers and policymakers.

In this analysis, we update our previous estimates
for 2006 with estimates from more recent years
(2009 and 2012) and provide more accurate rates by
supplementing SIPP survey reports with information
on tax-deferred contributions in W-2 records. We find
that the percentage of employees who were offered a
retirement plan increased from 72 percent in 2006 to
75 percent in 2012, whereas the participation rate in
any retirement plan among all private-sector work-
ers increased from 58 percent to 61 percent over this
period (while the magnitude of the increase is rela-
tively small, the difference is statistically significant
at the 5 percent level). However, conditional on being
offered a pension plan, about four-fifths of employ-
ees took up a plan, and the take-up rate increased
between 2006 and 2012 (a small but statistically
significant change).

Regarding the relationship between firm size
and the employer’s decision to offer a plan and the
worker’s decision to participate in a plan, we find that,
in general, offer and participation rates were higher
among firms with 100 or more employees than they
were among firms with fewer than 100 employees.
While the offer rate of the latter group increases with
firm size, overall it was still at 52 percent among small
firms in 2012. Interestingly, despite differences in
offer rates by firm size, the take-up rates—conditional
on being offered—were similar across firm sizes and
across years.

Findings based on the longitudinal panel of respon-
dents working in both 2009 and 2012 reveal that
offer, participation, and take-up rates were higher
among workers who remained in the same job over
the period than among workers who had a different
job in 2012 than the one they held in 2009. Among
job stayers, about 56 percent participated in a plan in
both years, whereas about 27 percent did not partici-
pate in either year. By contrast, only 25 percent of job

changers participated in a plan in both years, while
49 percent did not participate in either year. The
proportions of job stayers who did not participate in
both years were substantially higher among work-
ers in firms with fewer than 10 employees than they
were for those in firms with 10 or more employees
(22 percent versus 64 percent); respective proportions
were even higher among job changers (44 percent
versus 78 percent). It is worth noting that job chang-
ers in firms with 10 or more employees were about
two times more likely than job stayers to participate
in a plan in 2012, but not in 2009 (22 percent versus
11 percent), suggesting that about a third of workers
who changed jobs over the period moved into jobs
that offered retirement plans.

Overall, the main implication of our findings is that,
contrary to widely accepted beliefs, the proportion of
private-sector workers with pension offers and partici-
pation is higher than previous research has found, sug-
gesting that future retirees may have wider access to
retirement funds because of higher participation. Yet,
workers in small firms (with fewer than 100 employ-
ees) are less likely to have an offer of or to participate
in any pension plan than are workers in large firms
(with 100 or more employees).

As noted earlier, the Obama administration’s pro-
posal for an automatic IRA is aimed at the workforce
employed by companies with 10 or more employees
that do not offer any type of pension plan. According
to our estimates, if automatic IRAs were introduced
to all private sector-workers not offered any pension
plan, then the participation rate in 2012 would have
been higher by about 21 percentage points. If auto-
matic IRAs were instead introduced to private-sector
workers in firms with 10 or more employees who
were not offered a DC plan, then their participation
rate in 2012 would have been about 25 percent-
age points higher. It is also worth noting that while
such policy is likely to increase participation among
employees who are not offered a pension plan, more
work needs to be done to promote financial literacy,
to provide education, and/or to implement automatic
enrollment to increase participation among workers
who have a plan offer, but choose not to participate.
This would raise those workers’ awareness of the
importance of saving in tax-deferred plans for their
retirement preparedness.
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Appendix

Table A-1.

Pension plan offer, participation, and take-up rates, by private- and public-sector status, full- and part-

time status, and data source (in percent)

Sector, job status, and data source | Offerl Participation Take up
Private sector
Full time
NCS @ 70 60 85
SIPP or W-2 reports ° 75 63 84
Part time
NCS @ 31 23 73
SIPP or W-2 reports ° 49 27 55
State and local public sector
Full time
NCS °© 99 95 97
SIPP or W-2 reports ° 92 85 92
Part time
NCS °© 39 37 93
SIPP or W-2 reports ° 75 41 55

SOURCES: Data are from the 2004 Survey of Income and Program Participation (SIPP) Panel, wave 7 topical module conducted in 2006,

Social Security W-2 tax records, and National Compensation Survey data.

a. Department of Labor, National Compensation Survey: Employee benefits in private industry in the United States, March 2007, Table 1.

b. Authors' calculations using data from the 2004 SIPP Panel, wave 7 topical module conducted in 2006 matched to W-2 tax records
(Social Security Administration's Detailed Earnings Records). The definition of offer, participation, and take-up rates takes into account a
respondent's report in the SIPP and/or if the W-2 tax record indicates a positive tax-deferred contribution amount. If the respondent in
the SIPP reports not being offered or participating in a pension plan and the W-2 record indicates a positive tax-deferred contribution
amount, then he or she is classified as being offered a plan and participating in a pension plan.

c. Department of Labor, National Compensation Survey: Employee benefits in state and local governments in the United States,

September 2007, Table 1.
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Notes
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' Throughout the article, we use “pension plan” and
“retirement plan” interchangeably.

2Tt is worth noting that in the overall population, offer
rates are quite likely to vary by age and income level. Given
that the HRS sample is comprised of people aged 51 or
older, the offer rates are likely to be higher than they are for
people at younger ages.

3 The NCS estimates reveal that pension access among
private-sector workers was 65 percent in 2012 and 64 per-
cent in 2013 (Table 2 in Bureau of Labor Statistics 2012 and
2013). These estimates appear to be for all workers with any
hours of work.

4 We compared offer, participation, and take-up rates
from 2007 NCS data with 2006 SIPP data separately for
public and private-sector workers and by whether they
were full- or part-time workers. The estimates provided in
the Appendix (Table A-1) show that among private-sector
full-time workers, offer and participation rates are slightly
higher in the SIPP (after adjustment with W-2 record data)
than in the NCS, whereas there are no differences in the
take-up rates.

5 See Mitchell (1988); Gustman and Steinmeier (2004,
2005); and Gustman, Steinmeier, and Tabatabai (2009).

¢ See Chan and Huff Stevens (2004) and Hurd and
Rohwedder (2007).

7 See Turner, Muller, and Verma (2003); Dushi and Iams
(2010); Dushi, Iams, and Lichtenstein (2011); and Dushi and
Honig (2014).

8 See Madrian (2012) for a summary of previous litera-
ture on the impact of automatic enrollment on participation
rates.

? Moving forward, we use the term “significant” to mean
statistically significant, even if the magnitude of the change
is not substantial.

10 The reported estimates are weighted using person-
sample weights and also account for the SIPP’s complex
sampling procedures.

' The automatic IRA proposal’s focus is on firms with
more than 10 employees. However, in our tabulation, we
refer to firms with 10 or more employees. It is worth noting
that in 2012, the Census Bureau changed the firm-size
category ranges. In 2012, the firm sizes were categorized
as follows: fewer than 10, 10-25, 2650, 51-99, and 100 or
more. In 2006 and 2009, the firm sizes were categorized as
follows: fewer than 10, 10-24, 25-49, 50-99, and 100 or
more. In this analysis, we describe the data using firm-size

categories from 2006 and 2009. We have no way of know-
ing the impact on our estimates of such change in firm-size
categories.

12 The Employee Retirement Income Security Act
(ERISA) permits certain restrictions regarding employees
who are eligible to participate in a retirement plan when an
employer offers one. The SIPP question assumes that the
employer offers a retirement plan to the respondent and the
respondent is eligible to participate in the plan. However,
it may be the case where an employee works in a firm that
offers a plan, but he or she is not yet eligible to participate in
that plan. Thus, to the extent that such an employee reports
that his or her employer offered a plan, but he or she was
not eligible to participate in it, the offer rate will be biased
upward. In addition, when asked whether the respondent is
included in the plan, the wording of “being included” might
be interpreted differently by different workers.

13 See Dushi and Iams (2010) for a more detailed discus-
sion of the SIPP questionnaire structure regarding pensions.

' Dushi and Iams (2010) discuss these types of errors
and the follow-up question regarding DC plans that lead to
higher offer and participation rates. Other researchers who
produced lower rates using the same 2004 SIPP data seem
to have not used this follow-up question.

15 'We find that when tax records are used, both pension
offer and participation rates are higher than those estimated
when using only the worker’s self-reported information.

1 About 85 percent of respondents in the 2004 SIPP
Panel and 94 percent in the 2008 Panel have had their sur-
vey reports matched to their Social Security W-2 records.

7 Starting in 1990, the W-2 tax record contains a sepa-
rate field for the amounts of tax-deferred contributions to
retirement accounts. Starting in 2005, for each job a worker
holds in a given year, the W-2 record contains information
(in addition to total compensation, taxable earnings, and so
forth) on the amount of earnings that were tax deferred to
a retirement plan and the type of plan (401(k), 403(b), 408,
457, and 501 accounts).

'8 Note that the lack of a tax-deferred contribution in the
W-2 record does not necessarily indicate that the employee
was not offered a DC plan or any other pension plan. We
have no way of knowing from the W-2 records whether the
self-reported information regarding the plan offer was valid
or not because the employee may have been offered a plan,
but chose not to participate in it.

1 We do not classify as DC plan participants those
respondents who according to self-reports were in plans
that did not require them to contribute to the plan and for
whom only the employer was making contributions to
the account. For that group, the W-2 record indicates no
tax-deferred contributions. Dushi and lams (2010) indicated
that less than 3 percent of respondents in the SIPP were in
this group.
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2" For more detailed definitions of offer, participation,
and take up, see Dushi, lams, and Lichtenstein (2011).

21'W-2 records for 2012 were not available at the time this
work was completed.

22 Technically, a cash balance plan is considered a
DB plan.

2 We focus on wage and salary workers in both years
because pensions are offered only to those who are
employed. According to our estimates, about 72 percent of
wage and salary workers in our sample were in the same
job in both 2009 and 2012, while 28 percent changed jobs
in that period. It is plausible that workers in the latter group
were at risk of not being offered a plan in the new job or of
changing their pension participation and take-up decision in
the new job when a plan was offered.

24 Note that the sample of workers who changed jobs
between 2009 and 2012 excludes those who lost their jobs
by 2012 and those who reported self-employment in 2012.

2 We estimate the percentage as the proportion of
employees not offered a pension plan multiplied by the
take-up rate of those who were offered a plan (see Table 1,
columns 1-3 and 7-9). For any pension, about 22 percent in
2006 (0.28 x 0.80), about 21 percent in 2009 (0.25 x 0.83),
and about 21 percent in 2012 (0.25 x 0.82) would be expected
to participate if the take-up rates of offered employees were
applied. Corresponding proportions for DC retirement plans
(Table 2, columns 1-3 and 7-9) would be about 26 percent
in 2006 (0.35 x 0.73), about 24 percent in 2009 (0.33 x 0.74),
and about 26 percent in 2012 (0.35 x 0.73).

%6 According to Karamcheva and Sanzenbacher (2010),
the characteristics of workers choosing jobs that offer
pensions may differ from those of workers choosing jobs
without pension offers, which in turn is quite likely to have
an effect on participation rates. The authors estimated that
the participation rate observed among workers who were
in jobs that offered pensions would decrease by 23 percent
when applied to workers in jobs without pension offers.
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THE SUPPLEMENTAL POVERTY MEASURE (SPM) AND
NoNAGED ADuULTS: How AND WHY THE SPM AND
OFFICIAL PoVERTY ESTIMATES DIFFER

by Benjamin Bridges and Robert V. Gesumaria*

In November 2011, the Census Bureau released its first report on the Supplemental Poverty Measure (SPM). The
SPM addresses many criticisms of the official poverty measure, and its intent is to provide an improved statisti-
cal picture of poverty. This article examines the extent of poverty identified by the two measures. We present a
detailed examination of poverty among nonaged adults (those aged 18—64). For a more comprehensive view of
poverty and comparison purposes, some findings are presented for younger and older segments of the popula-
tion. We compare and contrast poverty estimates produced under the official and new measures and investigate

why the official and SPM estimates differ.

Introduction

The Census Bureau has recently begun the annual
publication of alternative estimates of poverty for

the U.S. population based on new methods intended

to address shortcomings in the official measure of
poverty. The new Supplemental Poverty Measure
(SPM) produces a somewhat higher overall estimate
of the number of poor and substantially alters the
composition of the poverty population—much less
child poverty, much more aged poverty, and more poor
nonaged adults.

In this article, we present a detailed examination
of poverty among nonaged adults (those aged 18—64).
This age group accounts for 60 percent of persons who
are poor under the SPM. Our analysis employs public-
use microdata files recently released by the Census
Bureau. For a more comprehensive view of poverty
and comparison purposes, we present some findings
for younger and older segments of the population.! We
compare and contrast the poverty estimates produced
under the official and new measures for 2011. We
also attempt to discern why the SPM and official
estimates differ.

The choice of poverty measure affects the poverty
status of participants in the Social Security Admin-
istration’s (SSA’s) Old-Age, Survivors, and Disability
Insurance (OASDI) program and the Supplemental
Security Income (SSI) program administered by SSA.
Moreover, these programs have substantial effects on
the poverty status of nonaged adults. About 90 percent
of SPM-poor nonaged adults are in family units that
pay payroll taxes. About a fifth of nonaged adults are
in units receiving Social Security (OASDI) benefits or
SSI payments.

The official poverty measure consists of a set
of thresholds for families of different sizes and

Selected Abbreviations

CPS/ASEC Current Population Survey’s Annual
Social and Economic Supplement

FCSU food, clothing, shelter, and utilities

LIHEAP  Low-Income Home Energy Assistance
Program

MOOP medical out-of-pocket [expenses]
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Selected Abbreviations—Continued

MSA metropolitan statistical area

NSLP National School Lunch Program

SNAP Supplemental Nutrition Assistance
Program

SPM Supplemental Poverty Measure

SSA Social Security Administration

SSI Supplemental Security Income

WIC Special Supplementary Nutrition Program
for Women, Infants, and Children

compositions that are compared with before-tax cash
income to determine a family’s poverty status.? That
measure was developed in the early 1960s by SSA’s
Mollie Orshansky. The poverty thresholds associated
with the official measure are the minimum amounts
of such income that families of particular sizes and
compositions need in order to be considered not poor.?
When they were developed, the official thresholds rep-
resented the cost of a minimum food diet multiplied
by 3 (to allow for expenditures on other goods and
services). The thresholds have been kept constant in
purchasing power over time by increasing their money
values to keep pace with increases in the general

price level.

Critics of the official measure point out that the offi-
cial income or resource measure fails to account for
noncash government benefits, taxes, medical out-of-
pocket (MOOP) expenses, and work expenses. Those
critics also argue that the official thresholds are a very
narrow measure of necessary expenditures—that is,
food—and are based on very old data. The official
thresholds also fail to adjust for geographic differences
in the cost of living.*

In November 2011, the Census Bureau released its
first report on the new SPM (Short 2011).° The SPM
addresses numerous concerns of official measure crit-
ics, and its intent is to provide an improved statistical
picture of poverty. The SPM income or resource mea-
sure is cash income plus in-kind government benefits
(such as food stamps and housing subsidies) minus
nondiscretionary expenses (taxes, MOOP expenses,
and work expenses). The SPM thresholds are based
on a broad measure of necessary expenditures—food,
clothing, shelter, and utilities (FCSU)—and are based
on recent, annually updated expenditure data. The
SPM thresholds are adjusted for geographic differ-
ences in the cost of living.®

The official poverty measure and the SPM produce
rather different estimates of the composition of pov-
erty among demographic and socioeconomic groups
(by race, Social Security beneficiary status, and so
forth). Moreover, the impact of taxes (payroll taxes,
refundable tax credits, and income taxes) and in-kind
government benefits (food stamps, housing subsidies,
and so forth) are directly reflected in SPM estimates,
but not in the official poverty estimates.

In the next section, we describe in more detail the
various features of the SPM (unit definition, resource
measure, and threshold measure) and contrast them
with the corresponding features of the official poverty
measure. In the following two sections, we present
for 2011 an empirical examination of the two poverty
measures. First, for various groups, we compare the
SPM poverty estimates with official estimates. We
present some estimates for all age groups, but focus
on persons aged 18—64. Then, for nonaged adults, we
estimate the effects of various features of the SPM
on poverty levels. In effect, we attempt to discern
why SPM estimates for nonaged adults differ from
official estimates.

We find that for the total population, the SPM
poverty rate (16.1 percent) exceeds the official rate
(15.1 percent).” For broad age groups, the SPM and
official measures give quite different results. For
persons aged 18—64, the SPM poverty rate (15.6 per-
cent) exceeds the official rate (13.7 percent). Compared
with the official measure, the SPM shows much more
poverty for persons aged 65 or older (an increase in
the poverty rate from 8.7 percent to 15.1 percent) and
much less poverty for persons younger than age 18 (a
decrease from 22.3 percent to 18.2 percent). Higher
SPM poverty rates are found for nearly all of the age
subgroups in the 18—64 range.

Many people are classified as poor by only one of
the two measures. Five percent of the nonaged adults
in our sample are counted as nonpoor by the official
measure, but as poor by the SPM. On the other hand,
3.1 percent of nonaged adults are counted as poor by
the official measure, but as nonpoor by the SPM.

We examine poverty of nonaged adults for vari-
ous demographic and socioeconomic groups. Among
the groups with the largest percentage increases in
poverty when shifting from the official measure to the
SPM are persons with private health insurance, per-
sons in units that have an owner with a mortgage, and
those of Asian descent.® Among the groups with little
to no change in poverty are blacks, persons in units
that have a homeowner with no mortgage, persons
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residing in the Midwest, women, and persons who did
not work during the year. Two groups have substan-
tial decreases in poverty: persons with public health
insurance only and those residing outside metropolitan
statistical areas (MSAs).

As we show later, the combined effect of all changes
(from the official poverty measure to the SPM) in the
resource measure increases the poverty rate of non-
aged adults by 1.7 percentage points. The combined
effect of all the changes in the threshold measure
increases the poverty rate by 2.8 percentage points.

Key Features of the Official Poverty
Measure and the SPM

Measurement of poverty within the population has
three critical elements:

1. Unit measures. Which individuals in a household
can reasonably be expected to share resources?

2. Resource measures. What should be counted as
resources?

3. Threshold measures. What minimum resources are
required to be considered nonpoor?

In this section, we consider each of those elements

in turn.” The SPM and official poverty estimates
examined in this article use the public-use version of
the 2012 Current Population Survey’s Annual Social
and Economic Supplement (CPS/ASEC), which gives
income amounts for calendar year 2011.° In the fol-
lowing three subsections, we describe the official and
SPM elements as they were implemented for the 2012
CPS/ASEC. Box 1 summarizes the conceptual differ-
ences between the two poverty measures.

Unit Measures

The official measure uses as its unit of analysis the Cen-
sus-defined family, which includes all persons residing
together who are related by birth, marriage, or adop-
tion; it treats all unrelated individuals aged 15 or older
independently. Proponents of the SPM unit criticize the
failure of the official unit to include all persons at an
address who are likely to share resources. In particular,
those proponents believe that the official-unit concept
does not treat cohabiters and their relatives properly.

Proponents of the SPM believe that the SPM
unit better represents the unit that shares economic

Box 1.
Poverty measure concepts: Official and SPM

Concept |

Official poverty measure

Supplemental Poverty Measure (SPM)

Unit definition Conventional definition:

Resource measure Before-tax cash income

Threshold level for base
two-adult/two-child unit

Consumer Price Index
Threshold adjustments

of the family head

Families and unrelated individuals

Three times the cost of a minimum
food diet (from the Department of
Agriculture), updated by the U.S.

Implicit equivalence scale that varies

by family size, composition, and age

SOURCES: Short (2012), http://www.census.gov/hhes/povmeas/methodology/supplemental/research/Short_ResearchSPM2011.pdf; and
DeNavas-Walt, Proctor, and Smith (2012), http://www.census.gov/newsroom/releases/archives/income_wealth/cb12-172.html.

Broadened definition:

All related individuals who live at the same
address, including any cohabiters and their
relatives and foster children

Cash income
plus noncash transfers (such as food
stamps and housing subsidies)
and refundable tax credits
minus income and payroll taxes,
medical out-of-pocket expenses,
and work expenses (includes
childcare expenses)

33" percentile of expenditures on food, clothing,
shelter, and utilities (from recent Bureau of Labor
Statistics surveys) multiplied by 1.2

Explicit equivalence scale that varies by unit size
and composition, but not by age of unit head;
also, adjustments for differences in housing costs
by (1) housing status (owner with a mortgage and
so forth) and (2) geographic area
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resources. The SPM unit includes all related persons
at the same address, any cohabiters and their relatives,
and any coresident unrelated children who are cared
for by the family (such as foster children)."! Most non-
aged adults in SPM units that differ from their official
units are in SPM units that contain cohabiters.

Resource Measures

The official resource measure is family before-tax
money income."? Persons in families whose before-tax
money income is less than the family’s threshold are
classified as poor. Proponents of the SPM believe that
the official resource measure has the following major
weaknesses:"?

1. The official resource measure does not reflect the
effects of a number of government benefit and
tax programs that alter the resources available
to families and, thus, their poverty status. Those
programs are in-kind public benefits, refundable
tax credits, and various taxes—some of which
are large. For example, in fiscal year 2011, federal
outlays for the Supplemental Nutrition Assistance
Program or SNAP (formerly known as the Food
Stamp Program) amounted to about $80 billion or
2.1 percent of all federal outlays. Federal expen-
ditures for refundable tax credits and for housing
subsidies were about $80 billion and $40 billion,
respectively (Falk 2012). All three of these in-kind
benefit programs are designed to assist the low-
income population."

2. The official resource measure does not account for
expenses that are necessary to hold a job and to
earn income. These expenses include transportation
costs for getting to and from work and the costs of
childcare for working families. More than 80 per-
cent of the population under study are members
of SPM units with work expenses.!® For those
units, such expenses can be substantial; unit work
expenses on average amount to 12 percent of SPM
poverty thresholds.

3. The official resource measure does not consider
MOOP expenses, which include expenditures for
health insurance premiums, a person’s own medical
care (hospital visits, medical providers, dental ser-
vices, prescription medicine, vision aids, and medi-
cal supplies), and over-the-counter health-related
products. More than 95 percent of our sample
universe are members of SPM units with MOOP
expenses. For those units, MOOP expenses can be
large; unit MOOP expenses on average amount to
22 percent of SPM poverty thresholds. In addition,

there is great dispersion around this average; a
minority of units have very high MOOP expenses
relative to their poverty thresholds.

The SPM resource measure attempts to overcome

these weaknesses of the official resource measure. The
SPM resource measure is the sum of cash income plus
refundable tax credits and any in-kind government
benefits that units can use to meet their basic needs,
which are represented in the thresholds, minus taxes
and other nondiscretionary expenses for critical goods
not included in the thresholds. The SPM thresholds
represent the amount needed for a basic set of goods—
FCSU—and an additional amount allowed for other
basic needs (for example, household supplies, personal
care, nonwork-related transportation). The importance
of these various additions to and subtractions from
cash income varies greatly across age groups.

Box 2 summarizes the derivation of the SPM

resource concept. The SPM resource measure includes
the following government in-kind benefit programs:
(1) Housing subsidies, (2) the Low-Income Home
Energy Assistance Program (LIHEAP), (3) the
National School Lunch Program (NSLP), (4) the Sup-
plemental Nutrition Assistance Program (SNAP), and
(5) the Special Supplemental Nutrition Program for
Women, Infants, and Children (WIC). For programs 1,

Box 2.
Deriving SPM unit resources

Plus: Minus:

SOURCE: Short (2012), http://www.census.gov/hhes
/povmeas/methodology/supplemental/research/Short
_ResearchSPM2011.pdf.

NOTE: SPM = Supplemental Poverty Measure.

SPM resources = money income from all sources—

Housing subsidies * Federal individual

Low-Income Home Energy income taxes

Assistance (LIHEAP)  State individual

National School Lunch income taxes

Program (NSLP) » Payroll taxes

Supplemental Nutrition » Child support paid
Assistance Program » Medical out-of-pocket

(SNAP) (MOOP) expenses
Special Supplemental
Nutrition Program for
Women, Infants, and

Children (WIC)

Refundable tax credits
(such as earned income
tax credits (EITC))

* Work expenses
(includes childcare
expenses)
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3, and 5, the CPS/ASEC collects information only on
recipiency, but not on amounts received. In estimating
the amounts of those benefits, the Census Bureau uses
information from other government agencies.!®

Housing subsidies, LIHEAP benefits, and SNAP
benefits are intended to help both nonaged and aged
persons. On the other hand, NSLP and WIC benefits
are intended to help nonaged persons. All of these
programs are targeted to low-income individuals.

The SPM resource measure also includes the fol-
lowing refundable tax credits: (1) the earned income
tax credit (EITC) and (2) the additional federal child-
care tax credit. These credits are intended to help low-
income working units, especially those with children.

The following expenses are deducted in deriving
SPM unit resources: (1) federal individual income
tax (after nonrefundable credits), (2) state indi-
vidual income tax, (3) Social Security tax payments
by employees and the self-employed plus federal
employee retirement payroll deductions, (4) child sup-
port paid, (5) MOOP expenses, and (6) work expenses
(including childcare expenses). The CPS/ASEC does
not collect information on taxes, refundable tax
credits, or work expenses. The Census Bureau applies
a tax-calculating computer program to the CPS/ASEC
to simulate taxes and tax credits and uses informa-
tion from another household survey to estimate
work expenses."”

It should be clear that the relative impact of vari-
ous types of expenses on household resources tends
to vary by age. For instance, low-income aged units
typically have no or low income tax liabilities.
Payroll taxes and work expenses affect working
families. Child support payments come mostly from
nonaged persons.

MOOP expenses are very important for aged
persons, but are also important for nonaged persons.
As stated earlier, MOOP expenses include the pay-
ment of health insurance premiums p/us other medi-
cally necessary items, such as prescription drugs and
doctor copayments that are not covered by insurance.'®
Subtracting MOOP expenses from income, in addi-
tion to subtracting taxes and work expenses, leaves
the amount of income that the SPM unit has available
to purchase the basic bundle of goods included in
the threshold.

Threshold Measures

The official measure uses a set of thresholds for fami-
lies of different sizes and compositions. The threshold

values depend on family size, number of children,

and age of the family head (younger than age 65 or
aged 65 or older). At the time they were developed, the
official thresholds represented the cost of a minimum
food diet multiplied by 3 (to allow for expenditures

on other goods and services).!” The thresholds are
indexed annually by the U.S. Consumer Price Index
for all items.

Proponents of the SPM believe that the offi-
cial threshold measure has the following major
weaknesses:

1. Official thresholds are based on only one category
of necessary expenditures; that is, food. (For 2011,
food expenditures accounted for only 36 percent of
the bundle of necessary expenditures or FCSU that
form the basis of the SPM thresholds.)*® The expen-
diture information used is more than 50 years old.
The share of food in expenditures is much lower
now than it was 50 years ago. The threshold levels
are fixed in real or inflation-adjusted dollars and do
not reflect real increases over time in spending on
basic needs.

2. The official threshold measure does not adjust for
differences in FCSU-expenditure needs resulting
from differences in unit housing-tenure status. For
example, homeowners with mortgages on aver-
age need to make sizable mortgage payments. (In
determining SPM thresholds for 2011, the FCSU
needs of units that have owners with mortgages are
estimated by the Bureau of Labor Statistics (2012)
to have been 21 percent larger than those of units
that have owners with no mortgages.)

3. The official threshold measure does not adjust
for geographic differences in the cost of living,
which are often large. (For 2011, the geographic-
adjustment factors used in the SPM ranged from
.80 for the lowest-cost area to 1.48 for the highest-
cost area.)

4. Official thresholds use family size and composi-
tion adjustments that in some cases produce
questionable results. For example, in some cases,
single-parent families have higher thresholds than
married-couple families of the same size, imply-
ing that children cost more than adults in certain
size families. Proponents of the SPM believe
that the evidence used in setting thresholds for
aged units and for one-person nonaged units is
quite weak. In addition, the fact that the equiva-
lence scales are implicit and not transparent is a
substantial weakness.
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The SPM threshold measure attempts to overcome
the weaknesses of the official threshold measure and
has the following properties:

1. As stated earlier, SPM thresholds represent the
amount needed for a basic set of goods that consists
of FCSU and an additional amount allowed for other
basic needs (household supplies, personal care, non-
work-related transportation). The basic FCSU needs
reflect expenditures on this basic bundle of goods
around the 33" percentile of the expenditure distri-
bution, as reported in the Bureau of Labor Statistics’
Consumer Expenditure Survey (CE).?! The SPM
thresholds for 2011 are based on 2007-2011 data
from the CE. To include other basic needs in the
threshold, the basic FCSU needs are multiplied by
1.2. Over time, the thresholds are not fixed in real or
inflation-adjusted dollars. Each year, the thresholds
are updated using the most recent CE data.

2. The SPM thresholds are adjusted for differences
in shelter and utility expenditure needs. The
thresholds depend on unit housing-tenure status.
The groups within that category consist of units
that have owners with mortgages, owners with no
mortgages, and renters. The adjustments are based
on CE data.

3. The thresholds are adjusted for geographic differ-
ences in housing costs. The adjustment factors are
for more than 300 areas and are based on American
Community Survey estimates of apartment rents.

4. The threshold for units with two children (the base
threshold) is derived from CE data as described in
item 1 above. The thresholds for other unit types
(differing in size and number of children) are then
derived by applying an explicit equivalence scale
to this base threshold.?? Equivalence scales are
measures of the relative cost of living for units of
different sizes and compositions that are otherwise
similar. For example, if a unit of two adults can
live as well as a unit of two adults and two chil-
dren while spending only three-fourths as much,
then relative to the reference unit of two adults
and two children, the equivalence-scale value for
a two-adult unit is three-fourths. For the purpose
of poverty measurement, an equivalence scale is
used to adjust the threshold value for the reference
unit to provide corresponding thresholds for other
unit types. The three-parameter SPM equivalence
scale used has the following four properties: (1) a
child always costs less than an adult; (2) the scale
always exhibits economies of scale in consump-
tion; (3) the scale does not depend on the age of the

unit head; and (4) for one-person nonaged units,
the SPM-scale value is rather different from the
official-scale value.??

Official and SPM Estimates: A Comparison

In this section, we begin our empirical examination of
the two poverty measures. For the various age groups,
we compare the SPM poverty estimates with official
estimates. Then in the following section, for our focus
group (persons aged 18—64), we estimate the effects
of various features of the SPM on poverty levels. In
effect, we look at why SPM estimates for our nonaged
adult sample differ from the official estimates.

We begin this section by looking at poverty for the
total population and for various groups of nonaged and
aged persons. Next, we examine deep poverty and the
distribution of our sample by welfare-ratio intervals.
Then, we examine movements into and out of poverty.
Finally, we look at poverty of nonaged adults for vari-
ous demographic and socioeconomic groups.

Poverty by Age Groups

Table 1 gives the numbers and percentages of people
in poverty for the total population under study and for
various age groups and detailed age subgroups. For the
total population, the SPM poverty rate (16.1 percent)
exceeds the official rate (15.1 percent) by 1.0 percent-
age point.** The number of people poor under the

SPM (49.8 million) exceeds the number of people poor
under the official measure (46.6 million) by 3.2 million
or 7 percent.?

Both Table 1 and the accompanying chart show
that for broad age groups, the SPM and official
measures give quite different results. For adults
aged 18—64, the SPM poverty rate (15.6 percent)
exceeds the official rate (13.7 percent) by 1.8 per-
centage points or by 13 percent. Compared with the
official measure, the SPM shows much more poverty
for aged adults (those aged 65 or older) and much
less poverty for children (those younger than age 18).
For the group aged 65 or older, the SPM poverty rate
(15.1 percent) exceeds the official rate (8.7 percent)
by 6.4 percentage points.2® On the other hand, for
children, the SPM rate (18.2 percent) is lower than
the official rate (22.3 percent) by 4.1 points.?” Com-
pared with the official measure, the SPM shows much
smaller age-group differences in poverty rates. As
the chart shows, the official poverty rate for nonaged
adults is much lower than that for children and much
higher than that for aged adults; however, the SPM
poverty rate for nonaged adults is only modestly
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Table 1.

Number and percentage of people in poverty under the two poverty measures, by selected age groups,

2011
Percentage point
difference between
Official poverty SPM poverty SPM and official
Age group Total number Number Percent Number Percent poverty rates
Total population 308,827 46,618 15.1 49,797 16.1 1.0

Broad age groups
Younger than 18 74,108 16,506 22.3 13,484 18.2 -4.1
18-64 193,213 26,492 13.7 30,052 15.6 1.8
65 or older 41,507 3,620 8.7 6,260 15.1 6.4
Narrow age subgroups

18-24 30,140 6,209 20.6 6,968 23.1 25
25-34 41,219 6,537 15.9 6,633 16.1 0.2
25-29 20,893 3,513 16.8 3,605 17.3 0.4
30-34 20,326 3,024 14.9 3,028 14.9 0.0
35-44 39,927 4,873 12.2 5,396 13.5 1.3
35-39 19,140 2,583 13.5 2,756 14.4 0.9
40-44 20,787 2,290 11.0 2,640 12.7 1.7
45-54 43,955 4,795 10.9 5,888 13.4 25
45-49 21,583 2,417 11.2 2,906 13.5 23
50-54 22,372 2,378 10.6 2,982 13.3 27
55-64 37,971 4,080 10.7 5,167 13.6 2.9
55-61 27,814 2,983 10.7 3,798 13.7 29
62-64 10,157 1,097 10.8 1,369 13.5 2.7

SOURCE: The public-use version of the 2012 Current Population Survey's Annual Social and Economic Supplement.

NOTES: Numbers are in thousands.

SPM = Supplemental Poverty Measure.

Chart.

Official and SPM poverty rates, by broad age group, 2011

Percent in poverty
25 4

Younger than 18

SOURCE: The public-use version of the 2012 Current Population Survey’s Annual Social and Economic Supplement.

NOTE: SPM = Supplemental Poverty Measure.
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lower than that for children and is very similar to that
for aged adults.

For nonaged adults, we also look at poverty rates
for detailed age subgroups (Table 1). For the great
majority of the detailed age subgroups, the SPM rates
exceed the official poverty rates. For the subgroups
ranging from ages 30—34 to 5054, this excess
increases with age—from 0 percentage points to 2.7
points. The excesses for the subgroups aged 55-61 and
62—64 are 2.9 and 2.7 percentage points, respectively.

Deep Poverty by Age Groups

Persons in units with resources that amount to less
than 50 percent of the unit threshold are said to be in
deep poverty. Table 2 gives the numbers and percent-
ages of persons in deep poverty for most of the same
age groups shown in Table 1.

For the total population, the SPM deep poverty rate
(5.2 percent) is 1.5 percentage points lower than the
official measure deep poverty rate (6.7 percent). By
contrast, the SPM poverty rate (16.1 percent) exceeds
the official poverty rate (15.1 percent) by 1.0 percent-
age point or by 7 percent. Although the SPM counts
4.6 million fewer people in deep poverty, the number

of SPM nondeep poor exceeds the official poverty
count of nondeep poor by 7.8 million people.

For broad age groups of the aged and nonaged
populations, the SPM and official measures give
quite different results for deep poverty. For persons
aged 18—64, the SPM deep poverty rate (5.5 percent)
is lower than the official deep poverty rate (6.3 per-
cent) by some 13 percent. Compared with the official
measure, for deep poverty (and for overall poverty),
the SPM shows a much higher rate for the aged (65
or older) and a much lower rate for children (younger
than age 18). For the aged, the SPM deep poverty rate
(4.3 percent) is nearly double the official deep poverty
rate (2.3 percent). On the other hand, for children, the
SPM rate (5.1 percent) is nearly half the official rate
(10.3 percent). Note that under the official measure,
the deep poverty rate for nonaged adults (6.3 percent)
is much lower than that for children (10.3 percent)
and much higher than that for the aged (2.3 percent);
however, under the SPM, the deep poverty rate for
nonaged adults (5.5 percent) is slightly higher than that
for children (5.1 percent) and only modestly higher
than that for the aged (4.3 percent). Compared with the
official measure, the SPM shows much smaller age-
group differences in deep poverty rates.

Table 2.

Number and percentage of people in deep poverty® under the two poverty measures, by selected age

groups, 2011

Official deep poverty

Percentage point
difference between

SPM deep poverty SPM and official

Age group Total number Numberl Percent Number Percent| deep poverty rates
Total population 308,827 20,727 6.7 16,141 5.2 -1.5
Younger than 18 74,108 7,624 10.3 3,789 5.1 -5.2
18-64 193,213 12,164 6.3 10,578 5.5 -0.8
18-24 30,140 3,187 10.6 2,520 8.4 2.2
25-29 20,893 1,823 8.7 1,255 6.0 -2.7
30-34 20,326 1,351 6.6 990 49 -1.8
35-39 19,140 1,149 6.0 850 4.4 -1.6
40-44 20,787 960 46 849 4.1 -0.5
45-49 21,583 1,064 4.9 1,010 4.7 -0.3
50-54 22,372 952 43 1,061 47 0.5
55-61 27,814 1,239 4.5 1,463 5.3 0.8
62—64 10,157 439 43 579 5.7 14

65 or older 41,507 940 23 1,773 4.3 2.0

SOURCE: The public-use version of the 2012 Current Population Survey's Annual Social and Economic Supplement.

NOTES: Numbers are in thousands.
SPM = Supplemental Poverty Measure.

a. People in units with resources that amount to less than 50 percent of the poverty threshold.
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For nonaged adults, we also look at deep poverty Distribution of Persons by Welfare-Ratio
rates for detailed age subgroups (Table 2). For each Intervals and Age Groups
of the subgroups in the age 25—49 range, the SPM
rate is lower than the official deep poverty rate, but
the difference between the two rates decreases as
age increases. By contrast, for each of the subgroups
in the age 50—64 range, the SPM rate exceeds the
official deep poverty rate and the difference increases
with age.

We next compare distributions of economic welfare
measured using SPM concepts with those measured
using official poverty measure concepts. Table 3 shows
the percentage distributions of people in the various
age groups by welfare-ratio intervals. The welfare
ratio is defined as the ratio of a unit’s resources to its
unit poverty threshold. People in poverty and in deep

Table 3.

Percentage distribution of people under the two poverty measures, by welfare-ratio® intervals and
selected age groups, 2011

Welfare-ratio intervals

Less than 4.00
Age group 0.50| 0.50-0.99°[ 1.00-1.24° 1.25-1.49°] 1.50-1.99°| 2.00-3.99° or more
Official
Total population 6.7 8.4 4.8 51 9.5 30.5 35.1
Younger than 18 10.3 12.0 6.0 6.0 10.3 29.1 26.3
18-64 6.3 7.4 4.0 4.4 8.5 30.2 39.1
18-24 10.6 10.0 5.6 5.9 10.9 30.4 26.7
25-29 8.7 8.1 4.4 5.1 10.0 33.2 30.4
30-34 6.6 8.2 4.7 4.8 9.1 31.7 34.8
35-39 6.0 75 4.6 4.6 9.1 31.5 36.7
40-44 4.6 6.4 35 4.5 7.9 32.3 40.8
45-49 4.9 6.3 3.2 3.8 7.7 31.1 43.0
50-54 4.3 6.4 3.0 3.6 6.9 27.5 48.3
55-61 45 6.3 3.3 3.2 6.8 26.0 49.9
62-64 4.3 6.5 3.3 4.3 7.7 29.0 44.9
65 or older 23 6.5 5.8 6.5 12.6 34.2 32.2
SPM
Total population 5.2 10.9 8.6 8.4 15.0 34.2 17.7
Younger than 18 5.1 13.1 10.4 10.9 17.5 31.6 11.4
18-64 55 10.1 76 75 14.2 35.3 19.9
18-24 8.4 14.8 10.2 9.7 16.5 30.6 9.9
25-29 6.0 11.2 8.5 8.8 16.2 35.7 13.6
30-34 4.9 10.0 8.1 8.7 15.7 36.6 16.0
35-39 4.4 10.0 7.8 8.5 14.9 36.9 17.4
40-44 4.1 8.6 7.1 7.2 14.9 38.7 19.4
45-49 4.7 8.8 7.0 6.6 14.1 36.6 223
50-54 47 8.6 6.3 5.6 12.3 35.8 26.6
55-61 5.3 8.4 6.1 55 10.8 34.0 30.0
62-64 5.7 7.8 6.2 55 11.9 35.1 27.7
65 or older 4.3 10.8 9.7 8.4 14.3 33.6 18.9

SOURCE: The public-use version of the 2012 Current Population Survey's Annual Social and Economic Supplement.
NOTES: Row percentages sum to approximately 100.0.

SPM = Supplemental Poverty Measure.

a. The ratio of unit resources to the unit poverty threshold.

b. Less than the lower bound of the next interval.
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poverty are those in units with welfare ratios less than
1.0 and less than 0.5, respectively.

Compared with the official measure, for the total
population, the SPM shows a higher share of people
in each of the four middle welfare-ratio intervals
(with ratios equal to or greater than 1.00 and less than
4.00) and a much lower share in the top welfare-ratio
interval (with ratios of 4.00 or more). This pattern also
holds for almost all the nonaged subgroups (rang-
ing from the subgroup aged 18-24 to the subgroup
aged 62—64), shown in Table 3. For the broad 18—64
age group, the official poverty measure assigns
47.1 percent of people to the four middle welfare-ratio
intervals compared with 64.6 percent under the SPM.
The lower shares in the top welfare-ratio interval
result in large part from the subtraction of tax pay-
ments in computing the SPM resource measure.

“Movements” Into and Out of Poverty
by Age Groups

When the basis for poverty measurement changes,
the composition of the population designated as poor
also changes. We refer to such redesignations in
poverty status as movements into and out of poverty
that are solely attributable to the switch to a different

method for determining who is poor.”® We now discuss
the effects on poverty status (movements into and

out of poverty) of changing the way that poverty is
measured—from the official measure to the SPM.

Table 4 gives percentages of people exiting poverty,
staying in poverty, and entering poverty for the various
age groups and subgroups. We have seen that for the
total population, the SPM poverty rate (16.1 percent)
exceeds the official rate (15.1 percent). Switching to the
SPM moves some persons into poverty (official non-
poor who become SPM poor) and others out of poverty
(official poor who become SPM nonpoor). Switching to
the SPM moves about 5.0 percent of the population into
poverty and about 3.9 percent out of poverty, which
accounts for the 1.0 percentage point net increase in the
measured poverty rate. Some 11.2 percent of the popu-
lation is considered poor under both poverty measures.

For nonaged adults, the SPM poverty rate (15.6 per-
cent) exceeds the official rate (13.7 percent). Switching
to the SPM moves about 5.0 percent of the population
aged 18—64 into poverty and about 3.1 percent out of
poverty. Some 10.6 percent of nonaged adults are con-
sidered poor under both poverty measures. For most of
the narrow age subgroups of nonaged adults, the ratio
of the percentage entering poverty to the percentage

Table 4.

Percentage of people defined as poor under the official poverty measure and poverty-status effects of a

shift to the SPM, by selected age groups, 2011

Age group Official poor ? Exit poverty °|  Stay in poverty © Enter poverty © SPM poor °
Total population 15.1 3.9 11.2 5.0 16.1
Younger than 18 22.3 7.4 14.9 3.4 18.2
18-64 13.7 3.1 10.6 5.0 15.6
18-24 20.6 4.4 16.2 7.0 23.1
25-29 16.8 4.7 12.1 51 17.3
30-34 14.9 4.4 10.5 4.4 14.9
35-39 135 3.5 10.0 4.4 14.4
40-44 11.0 2.4 8.6 4.1 12.7
45-49 11.2 24 8.8 4.6 13.5
50-54 10.6 1.9 8.7 4.6 13.3
55-61 10.7 2.1 8.6 5.0 13.7
62—-64 10.8 1.8 9.0 4.4 13.5

65 or older 8.7 1.4 7.3 7.7 151

SOURCE: The public-use version of the 2012 Current Population Survey's Annual Social and Economic Supplement.

NOTE: SPM = Supplemental Poverty Measure.

a. "Exit poverty" column plus "Stay in poverty" column.
b. Official poor, but SPM nonpoor.

c. Official poor and SPM poor.

d. Official nonpoor, but SPM poor.

e

. "Stay in poverty" column plus "Enter poverty" column.
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exiting poverty exceeds 1.5. Over the 30—64 age range,
that ratio increases with age, from about 1 to about 2.5.

For aged adults (65 or older), the SPM poverty rate
(15.1 percent) exceeds the official rate (8.7 percent).
Switching to the SPM moves about 7.7 percent of the
aged population into poverty and only about 1.4 per-
cent out of poverty, which accounts for the large
increase in that group’s poverty rate. Some 7.3 per-
cent of aged adults are considered poor under both
poverty measures.

For children (younger than age 18), the SPM
poverty rate (18.2 percent) is lower than the official
rate (22.3 percent). Switching to the SPM moves about
3.4 percent of children into poverty and about 7.4 per-
cent out of poverty. A very sizable percentage of
children (14.9 percent) are considered poor under both
poverty measures.

Table 5 gives joint percentage distributions of non-
aged adults (18—64), by their official measure and SPM
welfare-ratio intervals and change categories: exiting
poverty, entering poverty, poor under both measures,
and not poor under both measures. For nonaged
adults, much of the movement into and out of poverty
occurs near the poverty line, as one might expect.
Thus, of the 9.6 million people entering poverty, some
57 percent move from the 1.00—1.49 official measure
welfare-ratio interval to the 0.50—0.99 SPM interval.?’
Similarly, of the 6.1 million people exiting poverty,

62 percent move from the 0.50—0.99 welfare-ratio
interval under the official measure to the 1.00—-1.49
interval under the SPM. Of those who are poor under
both poverty measures, approximately 9 percent move
into deep poverty and nearly 15 percent move out of
deep poverty.

Table 5.

Changes in poverty status of adults aged 18-64, by welfare-ratio® interval, 2011: Joint percentage

distributions by change category

Official measure

SPM welfare-ratio interval

welfare-ratio interval | Less than 0.50 0.50-0.99 ° 1.00-1.49° 1.50-1.99 ° 2.00-3.99°|  4.00 or more
Exiting poverty ©

Less than 0.50 0.0 0.0 14.3 5.0 4.8 1.4

0.50-0.99° 0.0 0.0 61.7 8.1 4.1 0.6
Entering poverty °

1.00-1.49 ° 6.0 56.4 0.0 0.0 0.0 0.0

1.50-1.99 ° 2.1 221 0.0 0.0 0.0 0.0

2.00-3.99 ° 2.2 10.7 0.0 0.0 0.0 0.0

4.00 or more 0.3 0.3 0.0 0.0 0.0 0.0

Poor under both measures
Less than 0.50 375 14.5 0.0 0.0 0.0 0.0
0.50-0.99 ° 9.3 38.7 0.0 0.0 0.0 0.0
Not poor under both measures

1.00-1.49 ° 0.0 0.0 5.1 1.1 0.3 0.0

1.50-1.99 ° 0.0 0.0 5.3 3.0 0.7 0.1

2.00-3.99 ° 0.0 0.0 5.1 12.3 18.5 0.5

4.00 or more 0.0 0.0 0.1 0.6 23.5 23.8

SOURCE: The public-use version of the 2012 Current Population Survey's Annual Social and Economic Supplement.

NOTES: For each change category (nonaged adults who exit poverty, those who enter poverty, those poor under both poverty measures,
and those not poor under both poverty measures), the percentages sum to approximately 100.0.

SPM = Supplemental Poverty Measure.

a. The ratio of unit resources to the unit poverty threshold.
b. Less than the lower bound of the next higher interval.
c. Official poor, but SPM nonpoor.

d. Official nonpoor, but SPM poor.
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Poverty of Nonaged Adults by Various
Demographic and Socioeconomic
Characteristics

We now turn to more detailed comparisons of SPM and
official poverty for nonaged adults and examine results
for various demographic and socioeconomic groups.

Table 6 shows poverty numbers, poverty rates,
and differences in poverty by sex, race and Hispanic
origin, nativity, unit housing-tenure status, residence,
region, health insurance coverage, Social Security
beneficiary status, marital status, work experience,
payroll tax status, and disability status. Among the
demographic and socioeconomic groups we discuss,
the largest percentage increases in poverty (column
5) are for persons with private health insurance,
persons in units that have an owner with a mortgage,
and Asians.’® Correspondingly, the largest percent-
age point increases in poverty (column 4) are for
the foreign born, Hispanics, Asians, and for persons
residing in the West. The groups with very little to
no change in poverty are blacks, persons in units that
have an owner with no mortgage, those residing in
the Midwest, women, and nonworkers. The groups
with substantial decreases in poverty are persons
with public health insurance only and those residing
outside MSAs.

Usually, within a category, the group that has the
larger percentage increase in poverty also has the
larger percentage point increase in its poverty rate.
For example, in the region category, the percentage
increases in poverty for the West, Northeast, South,
and Midwest are 34, 18, 7, and -3, respectively. The
corresponding percentage point increases in poverty
rates are 5.0, 2.2, 0.9, and -0.4.

Among housing-tenure status groups, persons
in units that have an owner with no mortgage show
very little change in poverty. On the other hand, two
groups—persons in units that have an owner with a
mortgage and persons in units that have a renter—
show increases in poverty of 51 percent and § percent,
respectively; that is, their SPM poverty exceeds their
official poverty. This pattern of percentage differ-
ences reflects in considerable part the fact that the
SPM thresholds take unit housing-tenure status into
account. In addition, MOOP expenses and taxes are
more important in increasing poverty for owners
with mortgages than for renters.’! SNAP and housing
subsidies are more important in reducing poverty for
nonaged adults in units that have renters than for those
in units that have owners with mortgages.

For the residence category, nonaged adults residing
inside MSAs have an increase in poverty of 20 per-
cent. On the contrary, those residing outside MSAs
have a very sizable decrease in poverty (-17 percent).
This pattern of percentage differences reflects the fact
that the SPM threshold incorporates adjustments for
geographic differences in housing costs.

Among regions, nonaged adults residing in the West
and Northeast have the largest percentage increases
in poverty (34 percent and 18 percent, respectively).
On the other hand, persons residing in the Midwest
and South have percentage changes of -3 and 7 per-
cent, respectively. Again, these patterns of percentage
differences reflect the fact that the SPM threshold
incorporates adjustments for geographic differences in
housing costs.*

Nonaged adult Hispanics have a larger rela-
tive increase in poverty (27 percent) than do
non-Hispanic whites (10 percent).* Foreign-born
individuals have a much larger relative increase in
poverty (37 percent) than do their native-born coun-
terparts (6 percent).>* These patterns of percentage
differences in large part reflect the fact that the SPM
threshold incorporates adjustments for geographic
differences in housing costs.

For each of the previous five categories (unit hous-
ing-tenure status, residence, region, Hispanic origin,
and nativity), differences between the SPM and official
thresholds play a key role in shaping the patterns of
percentage differences in poverty changes. For other
demographic and socioeconomic categories, differ-
ences in unit definition and resource measure between
the official poverty measure and the SPM drive the
differences in poverty rates under the two measures.

The relative increase in poverty is considerably
larger for married nonaged adults (35 percent) than for
those not married (6 percent). This difference in part
reflects the fact that the SPM and official units differ.*
The percentage increase in poverty is markedly larger
for men (26 percent) than for women (4 percent). This
difference in part also reflects the fact that the SPM
and official units differ.

Nonaged adults with work experience during the
year have a considerably larger relative increase in
poverty (32 percent) than do those with no work expe-
rience during the year (2 percent). This difference in
part reflects the fact that payroll taxes, income taxes,
work expenses, and MOOP expenses are more impor-
tant through their effects (in reducing SPM resources)
in increasing poverty for workers than for nonworkers.
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Table 6.

Percentage of adults aged 18-64 in poverty under the two poverty measures, by selected characteristics,

2011
Difference between SPM and
Percent official poverty rates
Percentage
Characteristic Number Official poor SPM poor point Percent
Total population 193,213 13.7 15.6 1.8 13
Sex
Men 94,947 11.8 14.9 3.0 26
Women 98,266 15.5 16.2 0.7 4
Race® and Hispanic origin
White 151,416 11.9 13.8 1.9 16
White, not Hispanic 123,101 9.8 10.8 1.0 10
Black 24,831 241 24.4 0.3 1
Asian 10,873 11.9 17.2 5.2 44
Hispanic (any race) 31,643 211 26.7 5.6 27
Nativity
Native born 160,814 12.8 13.6 0.8 6
Foreign born 32,399 18.4 25.3 6.9 37
Naturalized citizen 13,683 1.4 16.9 54 47
Not a citizen 18,716 23.5 314 7.9 34
Unit housing-tenure status
Owner with a mortgage 89,922 51 7.8 2.6 51
Owner without a mortgage/rent free® 39,040 13.2 13.0 -0.2 -2
Renter 64,250 26.0 28.0 2.0 8
Residence®
Inside MSAs 164,053 13.3 16.0 2.6 20
Outside MSAs 27,817 15.8 13.2 -2.6 -17
Region
Northeast 34,943 12.1 14.3 2.2 18
Midwest 40,958 12.9 12.4 -04 -3
South 71,663 14.4 15.3 0.9 7
West 45,649 14.7 19.7 5.0 34
Health insurance coverage
Private insurance 129,178 4.6 7.2 2.6 57
Public insurance only 23,076 40.3 354 -4.9 -12
No insurance 40,959 27.5 30.7 3.2 12
SPM unit's beneficiary status
With Social Security and/or SSI 11,296 18.6 18.6 0.0 0
Without Social Security nor SSI 181,917 134 15.4 2.0 15
Marital status
Married ¢ 98,537 6.9 9.3 2.4 35
Not married © 94,675 20.8 221 1.2 6
Widowed 3,400 22.2 24.5 2.3 10
Divorced 20,390 19.0 18.6 -0.4 -2
Never married 62,784 20.6 22.1 1.5 7
Work experience
All workers 144,163 7.2 9.4 2.3 32
Worked full time, year round 97,443 2.8 5.1 2.3 82
Worked less than full time, year 46,720 16.3 18.5 2.2 13
Did not work during year 49,049 32.9 33.5 0.6 2
Continued
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Table 6.

Percentage of adults aged 18-64 in poverty under the two poverty measures, by selected characteristics,

2011—Continued

Difference between SPM and
Percent official poverty rates
Percentage
Characteristic Number Official poor SPM poor point Percent
Disability status’
With a disability 14,968 28.8 27.6 -1.2 -4
Without a disability 177,309 12.5 14.6 2.1 17

SOURCE: The public-use version of the 2012 Current Population Survey's Annual Social and Economic Supplement.

NOTES: Numbers are in thousands.

MSA = metropolitan statistical area; SPM = Supplemental Poverty Measure; SSI = Supplemental Security Income.

a. Excludes people who report more than one race.

b. Includes nonowners who live rent free.

c. Excludes a small number of persons where confidentiality rules prevent identification of MSA status on the public-use data file. Such

identification is available on the Census Bureau's internal data file.

d. Married, spouse present in the household.

e. In addition to the widowed, divorced, or never married, this category also includes those who are married with the spouse absent from

the household.

f. Disability status is not defined for persons in the armed forces.

For SPM units with payroll tax liability, nonaged
adults have a sizable relative increase in poverty
(24 percent). Those in units with no payroll taxes have
very high poverty rates, but the shift from the official
measure to the SPM produces little relative change in
their poverty. This pattern of percentage differences in
part reflects the fact that payroll taxes, work expenses,
and MOOP expenses are more important through their
effects (in reducing resources) in raising the poverty
levels for persons in units with payroll tax liability.

There is a 4 percent decrease in poverty for non-
aged adults with a disability.***” On the other hand,
those without a disability have an increase in poverty
of 17 percent. This difference reflects in part the fact
that payroll taxes and work expenses are more impor-
tant in increasing poverty for persons with no dis-
abilities and the fact that SNAP and housing subsidies
are more important through their effects (in increas-
ing SPM resources) in reducing poverty for persons
with disabilities.

Nonaged adults in units with no Social Security
beneficiaries nor SSI recipients have a larger relative
increase in poverty (16 percent) than do those in units
with Social Security and/or SSI benefit receipt (6 per-
cent).? This pattern of percentage increases reflects in
part the fact that payroll taxes and work expenses are
more important in increasing poverty for persons in

units with no Social Security benefits nor SSI pay-
ments and the fact that SNAP benefits and housing
subsidies are more important in reducing poverty for
persons in units with Social Security and/or SSI ben-
efit receipt.®* In addition, the percentage differences
between beneficiaries and nonbeneficiaries reflect the
differing effects of adjustments for geographic differ-
ences in living costs and housing status.

Nonaged adults with only public health insurance
have a sizable decrease in poverty (-12 percent).” On
the other hand, those with private health insurance
and those with no health insurance have increases in
poverty (57 and 12 percent, respectively).** This pat-
tern of percentage differences in part reflects the fact
that SNAP and housing subsidies are more important
in reducing poverty among persons with only public
insurance than for those with private insurance or no
insurance. In addition, MOOP expenses and taxes
are more important in increasing poverty among
persons with private insurance than for those with
no insurance.

Blacks aged 18—64 have a smaller poverty increase
(1 percent) than do whites (16 percent). SNAP and
housing subsidies are more important in reducing
poverty for blacks than for whites. Asians, on the other
hand, have a larger poverty increase (44 percent) than
do whites (16 percent). These percentage differences
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between Asians and whites reflect the differing effects
of adjustments for geographic differences in housing
costs, differences in unit definitions, and differences
in the role of MOOP expenses.

For six of the previously discussed categories (work
experience, payroll tax status, disability status, Social
Security and/or SSI benefit receipt status, health
insurance coverage, and race), differences between the
SPM and official resource measures play a key role in
determining the patterns of percentage differences in
poverty changes.

Effects of Various Features of the SPM on
Poverty Rates Among Nonaged Adults

The 1.8 percentage point increase in measured poverty
among the nonaged adult population can be attributed
to specific features of the SPM. A number of those
features increase poverty, but others reduce it. We now
consider the effects of the SPM’s resource, threshold,
and unit measures.

Effects of Elements of the Resource Measure

In this subsection, we discuss the effects of noncash
transfers and refundable tax credits. Then, we address
taxes and other nondiscretionary expenses. We then
examine the cumulative effect of the resource measure.

Noncash transfers and refundable tax credits. For
each of these programs, we compare SPM poverty
with the poverty that results when the benefits of the
program are subtracted from the resource measure, but
the SPM thresholds and SPM units are unchanged.*
We view the change in poverty as the result of a speci-
fied change in the way poverty is measured.

There is another way to interpret the change in
poverty. We could view the change in poverty as the
effect of a change in program policy for a given mea-
sure of poverty, namely, the effect on SPM poverty of
introducing the program. Our estimate of the increase
in resources that is the result of the introduction of the
program equals the amount of program benefits.** Tt
does not include any changes in other resource com-
ponents that are due to the program’s behavioral (work
effort and so forth) and interprogram effects.*

The six benefit and tax credit programs considered
here are refundable tax credits,* housing subsidies,
LIHEAP, NSLP, SNAP, and WIC. Table 7 gives the
percentage point decreases in the SPM poverty rate
for adults aged 18—64 attributed to each of these
six programs. Three of these governmental pro-
grams—refundable tax credits, SNAP, and housing

subsidies—have quite discernible effects on SPM pov-
erty of nonaged adults. Refundable tax credits have
the largest impact. Including tax credits, SNAP, and
housing subsidies in the resource measure reduces the
measured poverty rate by 2.1, 1.2, and 0.7 percentage
points, respectively. Refundable tax credits are pri-
marily intended to help low-income working families
with children.*” SNAP and housing subsidies target the
nonaged and aged low-income populations. The other
three programs are not large enough to have sizable
effects on poverty rates. The sum of the six individual
effects is 4.4 percentage points.

Government cash transfers such as Social Security
benefits and SSI payments are included as resources
by both the SPM and the official poverty measure.*®
Including Social Security and SSI benefit amounts in
SPM resources reduces the SPM poverty rate of non-
aged adults by 4.1 and 1.2 percentage points, respec-
tively (not shown). Including Social Security and SSI
in the official resource measure reduces the official
poverty rate by smaller numbers of percentage points
(3.0 and 0.7, also not shown).

Table 7 (columns 2—-6) gives the percentage point
decreases in the SPM poverty rates of nonaged adults
in five narrow age subgroups (1824, 25-34, 35-44,
45-54, and 55-64) attributed to refundable tax credits
and to each of the five noncash transfer programs. As
we might expect, the poverty-rate effect of tax credits
decreases sharply as age increases beyond the 35—44
range because older individuals are less likely to be
in units with children that would qualify for those tax
credits. Moreover, the effect of SNAP decreases as age
increases beyond the 25-34 range. By contrast, the
effect of housing subsidies does not vary much by age.

Taxes and other nondiscretionary expenses. For
each expense element, we compare SPM poverty with
the poverty that results when we use SPM resources
plus the expense-element amount as our resource
measure, but continue to use the SPM thresholds and
SPM units. The six expense items considered here are
federal income taxes,* payroll taxes,* state income
taxes,”! child support paid, MOOP expenses, and work
expenses. Table 7 (bottom panel, column 1) gives

the percentage point increases in the SPM poverty
rate of the total nonaged adult population, attributed
to each of these six expense items—four of which
have substantial effects on the SPM poverty rate of
nonaged adults. MOOP expenses have the largest
effect; subtracting those expenses in calculating the
resource measure increases the measured poverty rate
by 2.8 percentage points.”? The poverty-rate increases
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Table 7.

Percentage point changes in the SPM poverty rate attributed to individual additions to and subtractions
from SPM resources for adults aged 18-64, by selected age groups, 2011

Total
SPM resource additions and subtractions (18—64) 18-24 25-34 35-44 45-54 55-64
Poverty-reducing components

Additions (refundable tax credits and noncash transfers)
Refundable tax credits -2.1 -2.9 -3.2 -3.0 -1.3 -0.4
Housing subsidies -0.7 -0.8 -0.8 -0.6 -0.7 -0.8
LIHEAP (energy assistance) -0.1 -0.1 -0.1 a-0.0 -0.1 -0.1
School lunches -0.2 -0.2 -0.3 -0.4 -0.1 -0.1
SNAP (formerly the Food Stamp Program) -1.2 -1.7 -1.6 -1.2 -0.9 -0.8
wiC -0.1 -0.2 -0.2 -0.1 @-0.0 @-0.0

Poverty-increasing components

Subtractions (taxes and other nondiscretionary expenses)
Federal income taxes 0.6 0.8 0.6 0.4 0.5 0.6
Payroll taxes 14 1.8 1.6 1.4 1.1 1.0
State income taxes 0.2 0.4 0.2 0.2 0.2 0.2
Child support paid 0.2 0.1 0.2 0.3 0.2 0.1
MOOP expenses 2.8 3.1 24 25 2.7 3.5
Work expenses 1.7 25 2.2 1.7 1.3 11

Combined effect of all SPM additions and subtractions ° 1.7 24 0.4 0.7 21 3.0

SOURCE: The public-use version of the 2012 Current Population Survey's Annual Social and Economic Supplement.

NOTES: LIHEAP = Low-Income Home and Energy Assistance Program; MOOP = medical out-of-pocket; SNAP = Supplemental Nutrition
Assistance Program; SPM = Supplemental Poverty Measure; WIC = Special Supplemental Nutrition Program for Women, Infants, and

Children.
a. Negative, but greater than -0.05.

b. Because of the interaction effect and rounding, the combined effect does not equal the sum of the individual changes.

attributed to work expenses, payroll taxes, and federal
income taxes are 1.7, 1.4, and 0.6 percentage points,
respectively.*

Almost 90 percent of SPM-poor nonaged adults
are members of SPM units with MOOP expenses.
For those units, MOOP expenses can be quite high;
for nonaged adults in those units, their unit’s MOOP
expenses on average amount to 20 percent of their
unit’s SPM poverty threshold. About 65 percent of
SPM-poor nonaged adults are members of SPM units
with work expenses and about 65 percent are members
of units with payroll tax payments. The comparable
figure for federal income taxes is about 25 percent.
Recall that work expenses include those for childcare.
The sum of these six individual expense effects is a
6.9 percentage point increase in the SPM poverty rate.

Table 7 (bottom panel, columns 2—6) also gives the
percentage point increases in the SPM poverty rates
of persons in five age subgroups of nonaged adults,
attributed to each of the nondiscretionary expense
items. We find that the poverty-rate effect of MOOP

expenses is largest for the 55-64 subgroup. For both
work expenses and payroll taxes, poverty-rate effects
decrease steadily as age increases.

All resource elements. Here we compare SPM
poverty with the poverty that results when we replace
the SPM resource measure with the official resource
measure, but use the SPM thresholds and units. We
find that the SPM poverty rate (15.6 percent) exceeds
the modified poverty rate by 1.7 percentage points
(Table 7). In other words, using the SPM resource
measure increases the poverty rate by 1.7 points.

The combined effect on poverty of all the differ-
ences between the SPM resource measure and the
official resource measure need not equal the sum of
the effects of the 12 individual differences. There
can be substantial interaction effects. For example,
although including either SNAP benefits or a housing
subsidy in the resource measure may not move a unit
out of poverty, including both benefits may do so.>*

The sum of the six poverty-increasing resource
measure elements (6.9 percentage points) exceeds the
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sum of the six poverty-reducing resource measure
elements (4.4 percentage points) by 2.5 percentage
points. Thus, the net interaction effect is -0.8 percent-
age points (1.7 — 2.5).

The combined effect of resource-measure differ-
ences on poverty rises steadily with age, from an
increase of 0.4 percentage points for the 25-34 sub-
group to an increase of 3.0 percentage points for the
55—64 subgroup.

Effects of Elements of the Threshold Measure

We now examine the effects of various elements of the
SPM threshold measure; that is, housing status, geo-
graphic area, threshold level, and equivalence scale.

In addition, we consider the combined effect of the
various elements of the SPM threshold measure. These
effects on the SPM poverty rate for nonaged adults are
given in Table 8.

Housing-status adjustments. The SPM thresholds
depend on a unit’s housing-tenure status group. The
groups are units that have owners with mortgages,
owners without mortgages, and renters. All thresholds
for units that have owners without mortgages are

15 percent lower than they would be if the thresholds
did not depend on housing status. Correspondingly,
thresholds for units that have owners with mortgages
and renters are respectively 3 percent and 1 percent
higher than they would be if the thresholds did not
depend on housing status.*

To estimate the effect of housing-status adjust-
ments, we remove them from the SPM thresholds and
compare SPM poverty with the poverty that results
when we use these modified thresholds. We find that
the housing-status adjustment decreases the poverty

rate of the nonaged adult population by 0.4 percentage
points.> About 20 percent of that population who are
poor in the absence of this adjustment reside in units
that have owners with no mortgages; the adjustment
markedly lowers their thresholds and moves many of
these people out of poverty. The adjustment decreases
the poverty rate for people in units that have owners
with no mortgages by 3.7 percentage points.’” For peo-
ple in units that have owners with mortgages and those
in units that have renters, there are small increases in
their poverty rates (0.5 percentage points each).

Among the age subgroups of nonaged adults, the
decreases in poverty rates that are due to the housing-
status adjustments are largest for the 45-54 and 55—-64
subgroups at 0.5 and 0.7 percentage points, respec-
tively. These are the age subgroups with the highest
percentages of poor people in units that have owners
with no mortgages.

Geographic adjustments. The SPM thresholds are
adjusted to reflect geographic differences in living
costs. The adjustment factors depend on housing-
status group and area rent levels. Rent data for more
than 300 areas are from the American Community
Survey. For a given housing-status group, the geo-
graphic-adjustment factor is derived by multiplying an
area’s rent-index value by the group’s share of housing
expenditures (shelter plus utilities) in its threshold and
adding this product to the group’s nonhousing share.
The rent index is the ratio of the area’s rent to the
national average rent.*®

The rent-index values range from about 0.60 to 1.90.
For units that have owners with mortgages, owners
without mortgages, and renters, the shares of expenses
for housing in the thresholds are .507, .401, and .497,

Table 8.

Percentage point changes in the SPM poverty rate attributed to individual features of the SPM threshold
for adults aged 18-64, by selected age groups, 2011

Total
Threshold feature (18-64) 18-24 25-34 35-44 45-54 55-64
Housing-status adjustment -0.4 -0.4 0.0 -0.2 -0.5 -0.7
Geographic adjustment 0.6 0.8 0.8 0.9 0.3 0.3
Threshold level 25 3.2 2.7 24 2.0 21
Equivalence scale 0.4 1.3 0.4 0.3 0.4 0.0
Combined effect of all SPM threshold features ° 2.8 4.8 3.4 29 21 1.4
SOURCE: The public-use version of the 2012 Current Population Survey's Annual Social and Economic Supplement.
NOTE: SPM = Supplemental Poverty Measure.
a. Positive, but less than 0.05.
b. Because of the interaction effect and rounding, the combined effect does not equal the sum of the individual changes.
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respectively (Bureau of Labor Statistics 2012). For
nonaged adults, the geographic-adjustment factors
average about 1.02 and range from 0.80 to 1.48.

We remove the geographic adjustments from the
SPM thresholds and compare SPM poverty with
the poverty that results when we use those modified
thresholds.” The geographic adjustment increases the
overall poverty rate of nonaged adults by 0.6 percent-
age points (Table 8). The adjustment raises thresh-
olds for people in higher-cost areas and thus moves
3.7 million of them into poverty; on the other hand,
the adjustment lowers thresholds for people in lower-
cost areas and thus moves 2.6 million of them out of
poverty. It markedly increases poverty in two regions
(the Northeast and West) and decreases poverty in
the other two regions (the Midwest and South).*° The
adjustment decreases poverty substantially for people
living outside of MSAs and increases it for those liv-
ing inside MSAs.

Among the age subgroups of nonaged adults, the
increases in poverty rates that are due to the geo-
graphic adjustments are smallest for the 45-54 and
55—-64 subgroups at 0.3 percentage points each.*!

Threshold level. With no housing-status adjustment
and no geographic adjustment, the SPM threshold
for the two-adult/two-child unit for 2011 would have
been $25,000.> The two-adult/two-child official
threshold for 2011 was $22,811. Thus, for this base
unit, the official threshold is only 91.24 percent of the
SPM threshold.

To estimate the effect of the threshold-level dif-
ference, we remove that difference by multiplying
each unit’s SPM threshold by .9124. We then compare
SPM poverty with the poverty that results when we
use these modified thresholds. This change increases
the poverty rate for nonaged adults by 2.5 percentage
points (Table 8).

Equivalence scales. There are important differ-
ences between the official and SPM equivalence
scales. Both scales depend on unit size and number
of unit children, but they depend on these two factors
in somewhat different ways, as we will show. The
official scale also depends on the age of the unit head;
one-person and two-person units with aged heads
have lower scale values than corresponding units with
nonaged heads.

In estimating the total effect of using the SPM
equivalence scale on poverty of nonaged adults, we
incorporate the official equivalence scale into the

SPM thresholds as follows. For each poverty measure,
the equivalence-scale value is set equal to 1.00 for a
nonaged two-adult/two-child unit. For each unit type,
we compute the ratio of the official-scale value to the
SPM-scale value, where unit type is defined by unit
size, number of children, and whether the unit head

is at least age 65. We next multiply each unit’s SPM
threshold by the ratio of scale values to obtain modi-
fied thresholds. We find that using the SPM equiva-
lence scale increases the poverty rate for nonaged
adults by 0.4 percentage points, an increase of 0.8 mil-
lion persons (Table 8).

Using the SPM scale increases poverty for units
for which the SPM-scale value is greater than the
official-scale value and decreases poverty for units
for which the SPM-scale value is less than the
official-scale value. Table 9 shows the ratios of the
SPM equivalence-scale value to the official measure
equivalence-scale value for the various unit types.
The ratio of the SPM-scale value to the official-scale
value exceeds 1.00 for all units with three to eight
persons and zero to two children, excluding units
with four persons and two children; for those units,
using the SPM scale increases the number of non-
aged adults in poverty by 2.3 million. On the other
hand, the ratio of these scale values is less than 1.00
for all units with three to eight persons and three to
seven children; for those units, using the SPM scale
reduces the number of nonaged adults in poverty by
0.3 million. Correspondingly, using the SPM scale
for one-person nonaged units reduces the poverty of
nonaged adults by 1.0 million.

Among the narrow age subgroups of nonaged
adults, there are increases in poverty rates resulting
from using the SPM equivalence scale for four of the
five subgroups (Table 8). For the 55—64 subgroup,
there is no change in poverty.*

All threshold elements. We now examine the com-
bined effect of adjustments for housing and geographic
area, threshold level, and equivalence scale on poverty
of nonaged adults. For each SPM unit, we replace the
SPM threshold with the official threshold. The official
thresholds depend on SPM unit size, number of unit
children, and whether the unit head is at least age 65.
We then compare SPM poverty with the poverty

that results when we use these modified thresholds,
but continue to use the SPM resource measure and
SPM units.

We find that using the SPM thresholds increases
the poverty rate of nonaged adults by 2.8 percentage
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Table 9.

Ratio of the SPM equivalence-scale value to the official poverty measure equivalence-scale value, by

unit size, age of unit head, and number of children

Number of children

Unit size and age of unit head * 0| 1| 2| 3| 4| 5 6 7
One person
Younger than age 65 0.90
Aged 65 or older 0.98
Two people
Unit head younger than age 65 0.99 1.03
Unit head aged 65 or older 1.10 1.03
Three people 1.30 1.1 1.05 c
Four people 1.20 1.08 1.00 0.95 C
Five people 1.17 1.07 1.01 0.95 0.92 S
Six people 1.15 1.08 1.03 0.98 0.93 0.91 S
Seven people 1.1 1.05 1.02 0.97 0.94 0.90 0.91 .
Eight people 1.09 1.04 1.01 0.97 0.94 0.91 0.88 0.86
SOURCE: Authors' calculations.
NOTES: SPM = Supplemental Poverty Measure; . . . = not applicable.

a. Ratios for units with three or more persons do not depend on the age of the unit head.

points (Table 8). The sum of the four individual
threshold-element effects—housing adjustment
(decreases the poverty rate by 0.4 percentage points),
geographic adjustment (increases the rate by 0.6
points), threshold level (increases the rate by 2.5
points), and equivalence scale (increases the rate by
0.4 points)—yields a poverty-rate increase of 3.1 per-
centage points. Thus, the interaction effect is a pov-
erty-rate decrease of 0.3 percentage points (2.8 — 3.1).

Among the narrow age subgroups of nonaged
adults, the increases in the poverty rate that result
from the combination of all the threshold changes is
smallest for the 55—64 subgroup, at 1.4 percentage
points (Table 8).

Effects of Unit Definition

We now compare the official poverty of nonaged
adults (18—64) with the poverty that results when
we use the SPM unit, but use the official resource
and threshold concepts.®® We find that replacing the
official unit with the SPM unit reduces the poverty
rate for nonaged adults by 1.4 percentage points
(Table 10).

The majority of nonaged adults stay in the same
unit; that is, their SPM unit is the same as their official
unit. However, about 10 percent of them end up in
a new unit; that is, in a SPM unit that differs from
their official unit. Some 97 percent of these new-unit

persons end up in larger SPM units.®® Replacing the
official unit with the SPM unit moves about a sixth of
these new-unit persons out of poverty; a very small
proportion moves into poverty. In larger units, there
is more resource sharing and more economies of scale
that tend to reduce the number of people in poverty.

Among the age subgroups of nonaged adults, the
decrease in poverty rates because of the change in unit
declines with age, from 2.8 percentage points for the
18—24 subgroup to 0.7 percentage points for the 55-64
subgroup (Table 10). The percentage of nonaged adults
ending up in new units decreases with age, from
15 percent for the 25-34 subgroup to 5 percent for the
55—-64 subgroup (not shown).

Effect of All Elements of the SPM

For nonaged adults, the SPM poverty rate exceeds the
official rate by 1.8 percentage points. The combined
effect of all changes (from the official measure to
SPM) in the resource measure increases the poverty
rate by 1.7 percentage points. The combined effect
of all changes in the threshold measure increases the
poverty rate by 2.8 points. On the other hand, replac-
ing the official unit with the SPM unit reduces the
poverty rate by 1.4 points. The sum of the resource,
threshold, and unit effects (1.7 + 2.8 — 1.4) is 3.1
points. Thus, the interaction effect in this case is a
substantial -1.3 percentage points (1.8 — 3.1).
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Table 10.
Percentage point change in the SPM poverty rate attributed to features of the SPM for adults aged 18-64,
by selected age groups, 2011

SPM element | Total (18-64)| 18-24| 25-34| 35-44| 45-54| 55-64
All resource features 1.7 2.4 0.4 0.7 2.1 3.0
All threshold features 2.8 4.8 34 2.9 2.1 1.4
Unit -1.4 -2.8 -2.0 -1.0 -0.9 -0.7
Combined effect of all features ? 1.8 2.5 0.2 1.3 2.5 2.9

SOURCE: The public-use version of the 2012 Current Population Survey's Annual Social and Economic Supplement.

NOTE: SPM = Supplemental Poverty Measure.

a. Because of the interaction effect and rounding, the combined effect does not equal the sum of individual changes.

Summary of Empirical Findings

First, we provide an overview of our comparisons
of official measure and SPM estimates. Then, we
summarize our analysis of the effects of the vari-
ous features of the SPM on poverty of the nonaged
adult population.

Comparison of Official and SPM Estimates

For the total population under study, the SPM poverty
rate (16.1 percent) exceeds the official rate (15.1 per-
cent). For broad age groups, the SPM and official mea-
sures give quite different results. For nonaged adults
(18—64), the SPM poverty rate (15.6 percent) exceeds
the official rate (13.7 percent) by 13 percent. Larger
discrepancies are observed for the younger and older
segments of the population. Compared with the official
measure, the SPM shows much more poverty for
adults aged 65 or older (an increase in the poverty rate,
from 8.7 percent to 15.1 percent) and substantially less
poverty for children younger than age 18 (a decrease
in the poverty rate, from 22.3 percent to 18.2 percent).
Compared with the official measure, the SPM shows
much smaller age-group differences in poverty rates.
Among nonaged adults, we also observe that for the
majority of narrow age subgroups, the SPM poverty
rates exceed the official rates.

For the total population under study, the SPM deep
poverty rate (5.2 percent) is lower than the official
deep poverty rate (6.7 percent). For broad age groups,
the SPM and official measure give quite different
results for deep poverty. For nonaged adults (18—64),
the SPM deep poverty rate (5.5 percent) also is lower
than the official deep poverty rate (6.3 percent).
Compared with the official measure, the SPM shows a
much higher rate for deep poverty among aged adults
and a much lower rate for children.

Switching to the SPM moves about 5.0 percent of
nonaged adults into poverty and about 3.1 percent out
of poverty. Much of this movement into and out of
poverty occurs near the poverty line.

We examine poverty of nonaged adults (18—64)
for various demographic and socioeconomic groups
(Table 6). Among the groups with the largest percent-
age increases in poverty are people with private health
insurance, those in units that have an owner with a
mortgage, and Asians. Some groups (blacks, persons
in units that have an owner with no mortgage, those
residing in the Midwest, women, and nonworkers)
have very small changes in poverty. Several groups
(persons with only public health insurance and those
residing outside MSAs) have substantial decreases in
poverty. Workers have a large percentage increase in
poverty, but nonworkers have little change in poverty.

Effects of SPM Features on the Poverty Rates
of Nonaged Adults

For nonaged adults, the SPM poverty rate (15.6 per-
cent) exceeds the official rate (13.7 percent) by 1.9 per-
centage points.

The combined effect of all changes (from the offi-
cial measure to the SPM) in the resource measure is
to increase the poverty rate by 1.7 percentage points.
Among the six poverty-increasing resource elements
(that is, taxes and other nondiscretionary expenses),
MOOP expenses, work expenses, and payroll taxes
produce the largest increases in the poverty rate—2.8,
1.7, and 1.4 percentage points, respectively. Among
the six poverty-reducing resource elements (that
is, refundable tax credits and noncash transfers),
refundable tax credits and SNAP produce the largest
decreases in the poverty rate—2.1 and 1.2 percentage
points, respectively.
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The combined effect of all the changes in the thresh-
old measure is to increase the poverty rate by 2.8 per-
centage points. Raising the threshold level increases
the poverty rate by 2.5 percentage points and is by far
the largest of the individual threshold-element effects.

Replacing the official unit with the SPM unit
reduces the poverty rate by 1.4 percentage points.®’

Concluding Comments

The impact of taxes (payroll taxes, refundable tax
credits, and income taxes) and government noncash
benefit programs (food stamps, housing subsidies, and
so forth) are directly reflected in SPM estimates, but
not in official poverty estimates.

Additional research on the SPM should prove very
fruitful. We could benefit from research evaluating the
SPM and testing alternative methods of improving it.
Additional research is needed on elements of both the
resource and threshold measures. Further investiga-
tion of the valuation of work expenses, adjustments
for underreporting of income and expenses, and
geographic adjustments of thresholds should be of
high priority. Finally, more research on how and why
the SPM and official poverty estimates differ would be
worthwhile, particularly regarding population sub-
groups such as children.

Appendix A: Evolution of the SPM

What ultimately became the official poverty measure
was developed by Mollie Orshansky of SSA, from
1963 through 1964 (Orshansky 1963, 1965a, 1965b).
In May 1965, the Office of Economic Opportunity,
newly established as part of the Johnson administra-
tion’s War on Poverty, adopted the Orshansky measure
as a working or quasi-official definition of poverty.®®
In August 1969, the Orshansky measure was desig-
nated as the federal government’s official statistical
definition of poverty (Fisher 1992). Only a few minor
changes in the measure have been made since 1969.

Over time, concerns about the adequacy of the
official measure increased. As a result, in the early
1990s at the request of Congress, the National Acad-
emy of Sciences (NAS) undertook an independent
scientific study of the concepts, measurement meth-
ods, and information needs for a poverty measure. For
that purpose, NAS established the Panel on Poverty
and Family Assistance, which released its 1995
report, Measuring Poverty: A New Approach (Citro
and Michael 1995). Based on its assessment of the
weaknesses of the official poverty measure, the NAS

panel recommended a considerably different poverty
measure that it believed would much better reflect
contemporary government policy and economic and
social realities.

Over the next 15 years or so, numerous government
and nongovernment studies examined alternative
poverty measures. For example, the Census Bureau
released studies that presented a set of experimental
poverty measures based on the recommendations of
the NAS panel (Short and others 1999; Short 2001).
Those studies suggested that the new measures would
identify as poor a rather different population than that
identified by the official poverty measure.

In 2009, the Office of Management and Budget
formed a working group of representatives from a
number of government agencies to consider improv-
ing the measurement of poverty. This working group
was asked to develop a set of initial starting points to
permit the Census Bureau, in cooperation with the
Bureau of Labor Statistics, to produce a supplemental
poverty measure. The Interagency Technical Working
Group on Developing a Supplemental Poverty Mea-
sure (ITWG) issued its report in 2010.

In 2011, the Census Bureau released its first report
on the SPM (Short 2011). That report described the
new measure in some detail and presented estimates of
SPM-based poverty for both 2009 and 2010. The sec-
ond, third, and fourth annual SPM reports presented
estimates for 2011, 2012, and 2013, respectively (Short
2012, 2013, 2014). The recently released SPM is largely
based on the recommendations of the NAS panel;
deviations from the panel’s recommendations reflect
suggestions from the ITWG and more current research.

Appendix B: CPS Data for Components of
the SPM Resource Measure

The sources of the dollar values for the various in-kind
benefits, refundable tax credits, tax liabilities, and
other nondiscretionary expense items given in the
CPS/ASEC data file are discussed in this Appendix.
We begin by discussing (1) in-kind benefits, and

(2) taxes and refundable tax credits.

* Housing subsidies. The CPS/ASEC collects infor-
mation on recipiency, but not on amounts received.
To estimate amounts of such assistance, the Depart-
ment of Housing and Urban Development program
rules are applied to CPS households.

* Low-Income Home Energy Assistance Program
(LIHEAP). The CPS/ASEC collects information on
amounts received.
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* National School Lunch Program (NSLP). The
CPS/ASEC collects information on recipiency, but
not on amounts received. To value benefits, the
Census Bureau uses the amount of the cost per
lunch from the Department of Agriculture’s Food
and Nutrition Service.

* Supplemental Nutrition Assistance Program
(SNAP). The CPS/ASEC collects information on
amounts received.

* Special Supplemental Nutrition Program for
Women, Infants, and Children (WIC). The CPS/
ASEC collects information on recipiency, but not on
amounts received. To value the benefits, the Census
Bureau uses program information from the Depart-
ment of Agriculture.

¢ Taxes and refundable tax credits. The CPS/ASEC
does not collect information on taxes and refund-
able tax credits, but relies on a tax calculator to
simulate them. The calculator is a computer pro-
gram that incorporates the main features of federal
and state tax laws. These simulations also use a
statistical match of the CPS/ASEC to the Internal
Revenue Service’s Statistics of Income microdata
file of tax returns.

We conclude by discussing other necessary
expenses that are subtracted from resources.

* Child support paid. The CPS/ASEC collects infor-
mation on amounts paid.

* Medical out-of-pocket (MOOP) expenses. The
CPS/ASEC collects information on amounts paid
for (1) health insurance premiums; (2) over-the-
counter health-related products; and (3) medical
care (hospital visits, medical providers, dental ser-
vices, prescription medicine, vision aids, and medi-
cal supplies). Caswell and O’Hara (2010) conclude
that CPS/ASEC estimates of MOOP expenditures
compare favorably to estimates from the Medical
Expenditure Panel Survey (MEPS) and the Survey
of Income and Program Participation (SIPP). The
MEPS, in particular, devotes considerably more
effort to collecting MOOP expenditures than does
the CPS/ASEC.

* Work-related expenses (excludes childcare
expenses). The CPS/ASEC does not collect infor-
mation on work-related expenses (travel to work,
tools, uniforms, and so forth). Information on
amounts of work expenses from the most recent
SIPP is used to estimate those expenses for workers
in the CPS/ASEC.

* Childcare expenses. The CPS/ASEC collects
information on amounts of such expenses (any type
of childcare while parents are at work).

Notes
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!'In an earlier article (Bridges and Gesumaria 2013),
we focused on the measurement of poverty among adults
aged 65 or older.

2 There are two slightly different versions of the official
poverty measure: (1) poverty thresholds, which are more
detailed and primarily used for statistical purposes; and
(2) poverty guidelines, which are a simplified version of
the thresholds, primarily used for administrative purposes.
In this article, we use the term “official poverty measure”
to denote the poverty threshold measure. For a discussion
of the two measures, see the Institute for Research on
Poverty (2013).

3 All members of a family unit are assigned the same
poverty status; that is, poor or not poor.

* An extensive discussion of such criticisms appears in
Citro and Michael (1995).

5 Subsequently, the Census Bureau released SPM reports
in 2012, 2013, and 2014 (Short 2012, 2013, 2014).

¢ For a discussion of the evolution of the SPM, see
Appendix A.

7 The poverty rate is the percentage of people in a group
who are classified as poor.

8 Throughout the article, changes in poverty that are due
to changes in the poverty measure used are the changes in
poverty that result from switching from the official measure
to the SPM.

° This section draws heavily on Short (2012). Refer to
that report for further details.

1" The 2012 CPS/ASEC is a household survey of the U.S.
civilian noninstitutionalized population; it also includes
military personnel who live in a household with at least one
civilian adult. The number of households interviewed was
about 74,000. Some 7,000 households were not interviewed
because there was no available participant.

! For a detailed discussion of the SPM and official unit
measures, see Provencher (2011).

12 Money income in the CPS/ASEC consists of (1) earn-
ings; (2) unemployment compensation; (3) workers’
compensation; (4) Social Security; (5) Supplemental
Security Income (SSI); (6) public assistance (Temporary
Assistance for Needy Families (TANF) and general
assistance); (7) veterans’ payments; (8) survivor benefits;
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(9) disability benefits; (10) pension or retirement income;
(11) interest; (12) dividends; (13) rents, royalties, and estates
and trusts; (14) educational assistance; (15) alimony; (16)
child support; (17) financial assistance from outside of the
household; and (18) other income.

13 For a critique of the resource-based SPM, see Meyer
and Sullivan (2012). Those authors favor a consumption-
based poverty measure.

14 Federal outlays for Supplemental Security Income
(SSI) and Temporary Assistance for Needy Families
(TANF) were about $56 billion and $17 billion. Both of
these cash benefit programs are also designed to assist the
low-income population.

15 This estimate is from the authors’ tabulation of the
2012 CPS/ASEC public-use file.

16 The sources of the dollar values for the various in-kind
benefits, taxes, and other nondiscretionary expense items
given on the CPS/ASEC public-use data file are discussed
in Appendix B. For more details, see Short (2012) and refer-
ences cited therein.

17 See note 16.

'8 Respondents reported amounts of premium and non-
premium MOOP expenses in the 2012 CPS/ASEC.

¥ For families of three or more persons, the multiplier
is 3. However, for families of two persons, the multiplier is
3.7. Without using a food plan and a multiplier, the thresh-
olds for unrelated individuals were set at 80 percent of the
corresponding thresholds for two-person families.

20 Bureau of Labor Statistics (2012).

2! To be more precise, “expenditures around the 33™
percentile” is the average of expenditures within the 30" to
36™ percentile portion of the expenditure distribution.

22 1n this article, the terms adults and children are used in
two slightly different ways.

In calculating equivalence-scale values and thresholds
values, all persons younger than age 15 and dependent
persons aged 15—17 are counted as children; all persons
aged 18 or older and nondependent persons aged 15—17 are
counted as adults.

In all other parts of the article, the term “children”
signifies persons younger than age 18 and the term “adults”
means persons aged 18 or older. The term “nonaged adults”
denotes persons aged 18—64.

2 The three-parameter scale values are calculated as
follows:

1. SPM unit with one or two adults and no children—
unadjusted-scale value = [number of adults]®>

2. SPM unit with one adult and one or more children
(mostly single-parent units)—
unadjusted-scale value = [1 + 0.8 + 0.5(number of
children — 1)]°7

3. All other SPM units—
unadjusted-scale value = [number of adults +
0.5(number of children)]*’

In equation (2), the first child is treated as 80 percent of
an adult; each additional child is treated as 50 percent of an
adult. In equation (3), each child is treated as 50 percent of
an adult. The numbers of adult equivalents are given by the
expressions inside the brackets. For example, for a two-
adult/two-child unit, equation (3) shows that the number of
adult equivalents is three.

Economies of scale require that whenever an addi-
tional equivalent adult is added to an SPM unit, the unit’s
equivalence-scale value divided by the number of adult
equivalents decreases. The exponents outside the brackets
are the economy-of-scale factors. The smaller exponent
(0.5) exhibits greater economies of scale than does the
larger exponent (0.7).

The Census Bureau then adjusts all unadjusted-scale
values proportionally so that the adjusted-scale value for
the two-adult/two-child unit equals 1. The base threshold
level for the two-adult/two-child unit is then multiplied by
the adjusted-scale values to derive threshold values for the
other unit types.

24 The Census Bureau’s report on official poverty shows
a poverty rate of 15.0 percent for 2011 (DeNavas-Walt,
Proctor, and Smith 2012). That report excludes all unre-
lated individuals younger than age 15 from the universe of
official poverty calculations.

In the Census Bureau’s report on SPM poverty (Short
2012) and in this article, these unrelated individuals are
included in the universe for official and SPM poverty
calculations. In the official poverty calculations, all of these
unrelated individuals are counted as poor. In the SPM pov-
erty calculations, they are assumed to share the resources of
their SPM unit.

% The SPM thresholds incorporate adjustments for
geographic differences in housing costs. Because of confi-
dentiality restrictions, the geographic information available
for use in calculating the SPM thresholds on the public-use
data file is slightly more limited than that available for use
in calculating the SPM thresholds on the Census Bureau’s
internal data file. Thus, this article’s SPM poverty estimates
differ slightly from those in Short (2012).

26 The subtraction of MOOP expenses is the major cause
of the increase in the measured poverty rate of the aged
population.

27 Refundable tax credits are very important for units
with children.

28 This terminology is somewhat different from that
ordinarily used in the poverty literature, in which move-
ments into and out of poverty are attributable to changes in
a unit’s financial resources.

2 To be more precise, “1.00—1.49” means equal to or
greater than 1.00, but less than 1.50. Correspondingly,

Social Security Bulletin, Vol. 75, No. 2, 2015

79



“0.50—0.99” means equal to or greater than 0.50, but less
than 1.00.

3% For full-time, year-round workers (a subgroup of our
sample population not discussed), there is an 82 percent
increase in poverty,

31 The mean age of poor nonaged adults in units with
mortgages is about 5 years greater than that of poor non-
aged adults in units with renters.

32 The percentages of poor nonaged adults living inside
MSAs is highest for those living in the West and Northeast
(about 90 percent) and lowest for those in the Midwest and
South (about 80 percent).

33 About 60 percent of poor nonaged (18—64) Hispanic
adults are foreign born. The percentages of poor nonaged
adults who are Hispanic are highest in the West and North-
east and lowest in the Midwest and South.

3 About 60 percent of poor nonaged (18—64) foreign-
born adults are Hispanic. The percentages of poor nonaged
adults who are foreign born are highest in the West and
Northeast and lowest in the Midwest and South.

5 A substantial minority of nonmarried individuals ends
up in a new unit, that is, in a SPM unit that differs from
their official unit; the vast majority of those new units are
larger than the official units. With larger units, there is
more resource sharing and more economies of scale that
tend to reduce the number of people in poverty. By contrast,
relatively few married persons end up in new units.

3¢ To identify persons with a disability, we use the vari-
able “prdisflg.” A person with a disability must have one
or more of the following conditions: (1) deafness or serious
difficulty hearing; (2) blindness or serious difficulty see-
ing; (3) serious difficulty concentrating, remembering, or
making decisions; (4) serious difficulty walking or climbing
stairs; (5) difficulty dressing or bathing; (6) difficulty doing
errands, such as visiting a doctor’s office or shopping. This
definition of disability differs from the statutory definition
of disability used by SSA to administer the Social Security
Disability Insurance and SSI programs. In addition, the
definition of disability used in this article does not indicate
whether the disability limits or prevents work.

37 About a fourth of poor nonaged adults with a disability
are Social Security beneficiaries.

% Almost half of poor nonaged adults with no disability
are workers. By contrast, only about a sixth of that popula-
tion with a disability are workers.

% Almost half of poor nonaged adult Social Security
beneficiaries have a disability.

40 Almost half of poor nonaged adult Social Security
nonbeneficiaries are workers. By contrast, less than a tenth
of poor beneficiaries are workers.

4 Among poor nonaged adults with only public health
insurance coverage, Medicaid coverage is considerably
more common than Medicare coverage.

2 Some 15 percent of poor nonaged adults with private
health insurance coverage also have public health insurance
coverage.

“ For example, we compute the effect on the SPM
poverty rate of adding refundable tax credits to the SPM
resource measure using the following steps:

1. We subtract the value of each SPM unit’s refundable
tax credits from its SPM resource measure.

2. For each unit, we then compare that modified resource
measure to the unit’s SPM threshold to determine the
modified poverty status of its members.

3. We then calculate the percentage of nonaged adults
whose modified poverty status is poor; that is, we
calculate the modified poverty rate. For this case, the
modified poverty rate is 17.7 percent.

4. Finally, we compare the modified poverty rate with
the SPM poverty rate. For nonaged adults, the SPM
poverty rate is 15.6 percent.

The inclusion of refundable tax credits in the resource
measure thus reduces the poverty rate by 2.1 percentage
points (15.6 — 17.7).

4 These program benefit amounts usually incorporate
behavioral and interprogram effects.

4 An interprogram effect exists when program rules
specify that the benefit amount of one program affects the
benefit amount of another program.

46 The federal earned income tax credit p/us the refund-
able portion of the federal child tax credit p/us other
refundable federal credits.

47 About 45 percent of SPM poor nonaged adults are in
SPM units that receive refundable federal tax credits.

48 Other government cash transfers included as resources
by both the SPM and official poverty measures are
(1) unemployment insurance, (2) workers’ compensation,
and (3) Temporary Assistance for Needy Families (TANF)
and general assistance.

# Federal individual income tax after subtracting nonre-
fundable tax credits.

50 Contributions by employees and the self-employed
to the Old-Age, Survivors, Disability, and Health Insur-
ance program plus retirement contributions by federal
employees.

51 State income tax after credits. Some amounts are
negative.

32 For persons with only public insurance, this MOOP
subtraction increases the poverty rate by 4.3 percentage
points. For persons with private health insurance and those
with no health insurance, the corresponding figures are 2.5
and 3.0 percentage points.

53 Subtracting payroll taxes from the official resource
measure increases the official measure poverty rate by
0.8 percentage points.
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** The interaction effect is not the same as the interpro-
gram effect discussed earlier (note 45).

3 With no geographic adjustment and no housing-status
adjustment, the threshold for the two-adult/two-child unit
would be 1.2(820,833) or $25,000. The base FCSU expendi-
ture is $20,833, and 20 percent is added to the base expen-
diture to allow for other basic needs (household supplies,
personal care, and nonwork-related transportation). With
no geographic adjustment, basic thresholds for two-adult/
two-child units would be $25,703 for owners with mort-
gages; $21,175 for owners without mortgages; and $25,222
for renters. Those three amounts are 103 percent, 85 per-
cent, and 101 percent of $25,000. (See the Bureau of Labor
Statistics 2012).

3¢ Preliminary thresholds are multiplied by geographic-
adjustment factors to obtain final thresholds. Those factors
depend on the housing-status group and on area rent. The
inclusion of housing-status group in the calculation of
geographic-adjustment factors reduces the poverty rate for
nonaged adults by 0.1 percentage points. We include this
effect as part of the effects of the geographic-adjustment
factors and not as part of the effects of the housing-status
adjustment.

37 Not shown in the article’s tables.

58 The adjustment factors are calculated using the follow-
ing formula:

Factor,, = HousingShare, x (Rent, / Rent,) + (1 —
HousingShare,), where a denotes geographic area, /
denotes housing-status group, and n denotes national. See
Renwick (2011).

¥ Renwick (2011) made such estimates for an earlier
year.

% Not shown in the article’s tables.

" These are the two age subgroups with lower percent-
ages of poor people living in the West, slightly higher
percentages in the South, and slightly higher percentages
outside of MSAs.

2 Derived from the Bureau of Labor Statistics (2012).

63 We estimate the role of the official threshold’s differen-
tial treatment of one-person and two-person units with aged
heads. We find that this differential treatment has very little
effect on the poverty of nonaged adults.

% This subgroup has the lowest proportion of poor
individuals in units with three to eight persons and zero to
two children and the highest proportion of poor individuals
in one-person units.

% Note that here we compare official poverty with the
poverty that results when we change a specified feature of
the official measure. In all of our previous estimates of pov-
erty effects, we compare SPM poverty with the poverty that
results when we change a specified feature of the SPM. For
the case of unit definition, the approach that we use here is
considerably easier to implement than our usual approach.

5 For the remaining people whose SPM unit changes,

their SPM unit and their official unit are of the same size,
but differ in membership.

87 For aged adults (65 or older), Bridges and Gesumaria
(2013) report the following results:

The combined effect of all the changes in the resource
measure is an increase in the poverty rate of 5.5 percentage
points. Of the subtractions of taxes and other nondiscre-
tionary expenses, only the subtraction of MOOP expenses
results in a large increase in the measured poverty rate
(7.1 percentage points). This effect is substantially larger
than that of any other change in resource measure, thresh-
old measure, or unit definition. Of the additions of noncash
transfers and refundable tax credits, the addition of housing
subsidies produces the largest decrease in the poverty rate
(1.2 percentage points).

The combined effect of all the changes in the threshold
measure increases the poverty rate by 1.6 percentage points.
Raising the threshold level and using the SPM equivalence
scale increases the poverty rate by 2.8 percentage points
and 1.3 percentage points, respectively. On the other hand,
the housing-status adjustment decreases the poverty rate by
2.8 percentage points.

Replacing the official unit with the SPM unit reduces the
poverty rate slightly, by 0.3 percentage points.

% In its 1964 report, the President’s Council of Economic
Advisors (CEA) set forth a poverty threshold of $3,000 (in
1962 dollars) for all families of two or more persons and a
threshold of $1,500 for unrelated individuals. The Orshan-
sky set of thresholds, in which the thresholds increase with
family size, was clearly superior to the CEA alternative.

% See ITWG (2010).
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