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Abstract

In 2008, Great Britain overhauled its disability benefit program by introducing a new
earnings replacement program called the Employment Support Allowance. This article examines
that British reform from the perspective of the United States, which in the near future may
consider changes to its disability benefit program, the Social Security Disability Insurance
(SSDI) program. The article provides an overview of the steps leading to the reform in Britain,
details how the new program operates, and reviews research on its initial implementation and
effects. The article concludes by identifying lessons for the reform of the SSDI program in the
United States.



The Social Security Disability Insurance (SSDI) program is the largest earnings
replacement program for working age adults in the United States (US) (Autor and Duggan, 2003).
Nearly nine million people with disabilities received monthly SSDI payments in 2012, and the
percentage of the working age population receiving these benefits has more than tripled since the
1980s (Social Security Administration, 2012; Department of Labor, 2010). According to the
Chief Actuary of the Social Security Administration (SSA), the program’s growth is primarily
attributable to the baby boomer generation reaching its peak disability years at the same time that
more women are working and insured for benefits (Goss, 2014). Other factors that also likely
contributed to the program’s expansion include the increase of the earnings replacement rate
over time and the loosening of the eligibility criteria that occurred in 1984 (Autor and Duggan,
2006). As a result of this growth, the SSDI program faces a severe financial challenge as the
Disability Trust Fund that finances the program is expected to be unable to fully provide
disability benefit payments as early as 2016 (Board of Trustees, 2014). Thus, the SSDI program,
a core feature of the safety net for the American middle class, is on an unsustainable fiscal path
and requires near term reform to assure its continued viability (Burkhauser and Daly, 2012;
Congressional Budget Office, 2012; Liebman and Smalligan, 2013).

Since SSDI reform is likely on the legislative horizon, there is considerable interest in
learning from the disability benefit reforms enacted in other countries. The Netherlands is
frequently identified as a model for disability policy reform. In the 1990’s, a so-called “Dutch
Disease” (Arts, Burkhauser, and De Jong, 1995) resulted in an excessive share of the working-
age population receiving disability benefits. Reforms implemented in 2002 reduced the Dutch
caseload size by requiring employers to invest in the rehabilitation and accommodation of their

workers with disabilities. It has been posited that similar employer oriented reforms might be



successfully applied to the SSDI program (Burkhauser, Daly, and De Jong, 2008; Autor and
Duggan, 2010). However, the labor market in the US is more market oriented than in the
Netherlands and operates with less coordination between employers and employees (Hall and
Soskice, 2001), which may make such reforms difficult to administer. Moreover, adding to the
financial burden of employers may also result in increased discrimination in the hiring of
disabled people (Ruffing, 2012). In addition to the Netherlands, others looking for international
lessons for SSDI reform have noted the financial incentives created for disability benefit
recipients to return to work in Norway (Kostgl and Mogstad, 2013), as well as the liberal work
rules for disabled beneficiaries in Japan (Rajnes, 2010).

It is, however, the disability benefit program in Great Britain that, prior to reforms passed
in 2007 and implemented in 2008, had much in common with the current SSDI program. Yet the
reform of that program, called Incapacity Benefit (IB), has received little attention in disability
policy circles in the US. Burkhauser et al. (2014), for example, provide an excellent examination
of reforms in other advanced economic countries in search of lessons for the US. While they
include Britain in their analysis, they provide only a broad review of the reform of the IB
program and do not examine its early effects. A report issued by Rangarajan et al. (2008) also
compared the disability benefit program of Great Britain with that of the US but focused on
lessons drawn from US disability policy. This article, however, will specifically examine the
2008 disability benefit reform in Great Britain and its early effects in search of lessons for policy
makers in the United States.

The article will first provide a background of the disability benefit programs in the US and
Britain. Next, the research methodology is provided. This will be followed with a historical

overview of disability benefit reform in Great Britain that details the steps leading to the 2008



reform. The new disability benefit program in Britain — the Employment Support Allowance
(ESA) —is then described and a figure is provided comparing the ESA program with the 1B and
SSDI programs. The article then examines data from the implementation of the ESA program
and reviews research on its effects. The final section presents lessons for the reform of the SSDI

program based on the reform experience in Great Britain.

Background

The SSDI program in the US provides earnings replacements to adults below the age of
66 who have a work history and are judged incapable of work because of a medically determined
physical or mental condition. The primary focus of the evaluative process is whether the
claimant has a long term medical condition. The guidelines for qualifying for SSDI require a
medical assessment confirming that an impairment renders the individual unable, “to engage in
any substantial gainful activity” (SSA, 2014), which is defined as earning no more than $1,070
per month for non-blind individuals in 2014. And that impairment must last more than a year or
result in death. Monthly benefit payments are made to the disabled beneficiary based on the
beneficiary’s lifetime pre-disability earnings.

Prior to the adoption in 2008 of a new disability benefit program, the program in Britain
was very similar to the current SSDI program. The IB program provided benefits to those below
age 65 for men and age 60 for women who had a work history and were unable to carry out “any”
work due to a medically diagnosed incapacity. Benefits were based on pay scales that depended
on the length of time the recipient was impaired. The average monthly benefit for IB recipients

was $695 in 2006 US dollars, less than SSDI’s $1,097, but extra cost of living benefits, not



available in the US, likely made up for this difference (Department for Work and Pensions,
2014b, SSA, 2012). In 2006, the IB and the SSDI programs provided benefits to 2.87% and
2.97% of the working age population sixteen and older, respectively (DWP, 2014b; SSA, 2012;
Department of Labor, 2010). Furthermore, in both the British and US programs, more than half
of the disability benefit caseloads were composed of those 50 years old or older, more than half
were male, and more than half were diagnosed with musculoskeletal or mental health
impairments (DWP, 2014b, SSA 2012).

In October of 2008, the disability benefit program in Britain changed dramatically. The
new reform directed that all new applicants apply to the ESA program, and that they undergo a
new disability assessment called the Work Capability Assessment (WCA). That assessment
measures capabilities to work and distinguishes between two types of eligible disability benefit
claimants: (1) those who have limited capability for work and (2) those who have both limited
capability for work and limited capability for work related activity. Those in the first category,
individuals found capable of work-related activity, are placed in a Work Related Activity Group
(WRAG) and are subject to benefit conditions and a time limit, such that they are required to
attend work-focused interviews and training programs and may collect up to a maximum of 52
weeks of benefits. Those individuals found to have limited capability for work and limited
capability for work related activity are placed in a Support Group (SG) and are exempt from the
work conditions and the time limit. The 2008 reform also required that IB recipients be

reassessed in order to continue to receive benefits under the new program.



Methodology

In examining the British disability benefit reforms and the lessons that may apply to
possible US reforms, a case study methodology is applied. The research involves a review of
British government publications and reports on the ESA program, including a country specific
report published by the Organization for Economic Co-operation and Development (OECD,
2014). Academic literature and media reports on the recent reforms in Great Britain are also
surveyed. The aggregate data that is presented in the analysis was compiled by using the publicly
available statistical dashboard prepared by the Department for Work and Pensions (DWP) in
Great Britain. Data was also retrieved from the Annual Statistical Report on the Social Security
Disability Insurance Program. An interview with a member of the policy team of the Work

Capability Assessment was also conducted at DWP headquarters in London in September 2013.

Historical Overview of Disability Benefit Reform in Great Britain

The 2008 British reform is the most recent major reform in a series of substantial changes
to its disability benefit program. Disability benefits were first provided in Great Britain in 1948
as part of the Sickness Benefits program. That program provided limited assistance and did not
differentiate between long-term and short-term impairments. It was not until the Invalidity
Benefit (1VB) program was introduced in 1971 that a long-term disability benefit program with
generous replacement rates became available. The determination process to receive VB benefits
consisted of a medical assessment administered by the claimant’s personal doctor concerning the

claimant’s ability to conduct his or her “own occupation” (Adam, Bozio, and Emmerson, 2010).



By 1995, nearly 4% of the working age population received VB benefits in Britain, having
grown from 1.5% in 1980 (see figure 1). Claimants from areas of industrial decline fueled the
program’s growth. The rapid dismantling of the coal industry, for instance, during the late 1980s
and early 1990s led to an increase in the number of unemployed male claimants turning to
disability benefits for financial support. These claimants have been referred to as the “hidden
unemployed” (Beatty and Fothergill, 1996). Additionally, employment service providers in the
late 1980’s and early 1990’s may have had a financial incentive to encourage workers to apply to
the disability rolls instead of for unemployment benefits (Evans and Williams, 2009).

The Conservative government of Prime Minister John Major replaced the 1VB program
with the new Incapacity Benefit program in April of 1995. The IB program included a stricter
assessment of incapacity that was based on the inability of the claimant to perform “any” work
regardless of employment history. Responsibility for medical determination was shifted from the
claimant’s personal doctor to a government commissioned regional medical doctor. As figure 1
makes clear, the 1995 reform reduced the caseload size. A further change was added to IB in
1999 with the adoption of the “New Deal for Disabled People”, which was created by the Blair
government in an effort to improve the return to work rates of beneficiaries. This initiative
offered voluntary support for IB recipients to return to work through incentive measures and

personal advisor services.



Figure 1. Disability Benefit Recipients as a % of the Working Age Population (16 and older)
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Source: Authors calculations from DWP (2014b); SSA (2012); Evans and Williams (2009); Department of Labor
(2010).

Note: The data for the years 2008-2012 represent the combined caseload size for those remaining on the 1B program
and those who enrolled onto the Employment Support Allowance-Contributory (ESA-C) program. GB IB figures do
not include those claiming IB credits or those claiming IB short-term. There was missing data from 1981 and 1991
for Britain so an average from the year before and after the missing year is provided. The ESA data is taken as the
caseload figures for those receiving ESA-C, as well as those receiving both Contributory and Income Based ESA.

In 2003, the Labour government of Tony Blair also introduced a pilot program designed
to further support IB recipients in their return to work. The major features of the Pathways to
Work (PtW) program included mandatory work focused interviews with job specialists, the
providing of financial incentives to return to employment, and an array of voluntary services to
boost employment readiness and rehabilitation. Evaluations of the PtW program were generally
positive (See, Clayton, Bambra, and Gosling (2011) for a systematic review). Adam, Bozio, and
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Emmerson (2010), for example, evaluated the program by using a difference-in-difference
research design that compared employment outcomes for IB recipients in similar regions of the
country that either did or did not have the pilot PtW program. They found a statistically
significant positive effect on re-employment rates (5.8% increase) in regions that had the PtW
program but also found little employment effect on male recipients, those below age 40, and
those with mental illness. Nonetheless, the Labour government in 2006 announced its intention
to expand the PtW program nationally for all disability benefit recipients beginning in 2008 with

the establishment of the ESA program (DWP, 2006)

The Employment Support Allowance (ESA) Program

As of October 27, 2008, all new disability benefit claimants in Britain were required to
apply to the ESA program. The intention of the reform was to reduce the caseload size by
tightening the disability assessment for incoming claimants and by improving the return to work
rates of beneficiaries. Figure 2 describes the major characteristics of the IB and ESA programs
and compares them with the SSDI program. The major change that came with the ESA program
is the introduction of the Work Capability Assessment and the placement of claimants in either
the WRAG (for those capable of work-related activity) or the Support Group (for those found to
have limited capability for both work and work-related activity). Those who are denied access
into either group are referred to as “Fit for Work” (FFW). Those in the WRAG group may also
have non-functional impairments, such as suffering from a life threatening disease that is seen as
controllable. Placement into the Support Group, however, depends on the existence of a severe

condition (e.g. chemotherapy, terminal illness, pregnancy risks, and those who meet functional



criteria for severe physical or mental health risks.) Although in the ESA program the claimant’s
medical condition is relevant, the primary focus of the evaluative process is on the claimant’s
capability to work.

A claimant’s journey through the ESA process begins with answering a questionnaire as
to the individual’s specific capabilities for work-related activity. Once the questionnaire is
completed, the claimant is invited to a face-to-face assessment by a trained healthcare
professional working for a private health contractor, currently Atos Healthcare. The assessment
takes place three months into the claim. Decisions makers at the DWP base their determinations
on the assessment provided by the health contractor, as well as other available evidence, such as
medical records from the claimant’s general practitioner. Following a FFW decision, the claim is
closed and the individual may be referred to the unemployment benefit program (Jobseekers
Allowance). An individual may also appeal to a tribunal if placed in the WRAG group or, as

occurs more often, if found FFW.
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Figure 2. Characteristics of the Disability Benefit Programs in the United States and Great

Britain
SSDI IB (phased out in 2014) ESA (introduced in 2008)
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Contributory amount for ESA-
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Up to age 64
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Based on insured's
average covered
earnings since 1950
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Source: DWP (2014a); SSA (2012). The framework is adapted from Rajnes (2010)
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The Implementation of the Reform

Figure 3 presents the latest available information on the outcomes of the WCA. The data
is from October 2008 to June 2013 and is adjusted to the outcomes of appellate decisions. Since
the ESA program’s adoption, 36% of all FFW decisions were appealed (DWP, 2014b). The rate
of initial decisions being overturned on appeal has improved, however, from 40% in 2008 to
19% in 2013 (DWP, 2014a). This drop is likely related to the decline in the percentage of
claimants found FFW. At the beginning of the ESA program, for example, twice as many
claimants were placed in the WRAG than in the Support Group and a little over 50% of all
claimants were found FFW (DWP, 2014a). This trend noticeably began to shift in 2010 with
many more claimants found eligible for the Support Group and, by June 2013, less than 30% of
the claimants were found FFW (DWP, 2014a). This change is explained by two primary factors:
the reassessment of 1B claimants, which began in 2010, brought forth more claimants with severe
health impairments, and changes to the decision making and assessment process loosened the

criteria for placement into the Support Group.
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Figure 3. Outcomes of initial functional assessment onto ESA adjusted to outcome of appeal by
month of claim start, Great Britain. October 2008 - June 2013
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Beginning in October 2010, claimants who were receiving benefits under the Incapacity
Benefit program were reassessed under the Work Capability Assessment. As of June 2013,
1,224,520 IB claimants had been referred for reassessment (DWP, 2014a). Since the
reassessments began, about 22% of all IB recipients have been found FFW when accounting for
appellate decisions (DWP, 2014a). This is a much lower number found FFW than for new
claimants, which has averaged about 46%, though still suggests a considerable amount of work-
ability identified among IB recipients (DWP, 2014a). In total, on average about 40% of all
reassessed IB claimants have been placed into the WRAG, 39% into the Support Group, and the
other 21% found FFW (DWP, 2014a).

The reassessment process for IB claimants has proved the most politically controversial
part of the ESA reform. Disability rights groups have protested that the reassessment process is

inhumane, and accused Atos Healthcare of implementing an overly harsh assessment process.
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Moreover, a former Atos doctor has suggested publicly that he was forced to amend his medical
reports by Atos executives so as to make fewer claimants eligible for ESA (Gentleman, 2013).
The political pressure on Atos and the DWP has mounted as a result of the IB reassessments with
media accounts of IB claimants committing suicide upon finding they were not entitled to ESA
(Traynor, 2013). The public scrutiny and general dissatisfaction with the performance of Atos
has led to the recent decision to not renew Atos’s contract in 2015 (Morse, 2014).

The reform of 2008 also included a requirement that the new assessment process be
reviewed independently on an annual basis for the first five years. This feature has proved useful
as a number of changes have been implemented as a result of these reviews. These changes have
included enhancing communication with claimants and ensuring decisions are made with high
quality up to date information (Harrington, 2012). The reviews also investigated whether current
medical and functional criteria are adequate and suggested changes to these criteria. Indeed, one
review resulted in a change which widened the eligibility criteria for the Support Group for
people with physical or mental health risks. In late 2008, for example, just 17% of claimants in
the Support Group had a physical or mental health risk. But by June of 2013, nearly 40% of all

claimants in the Support Group had a physical or mental health risk (OECD, 2014).

The Effects of the 2008 British Reform

Though the ESA reform of 2008 is still recent, early research is available examining its
effects. The reform had two primary objectives: to reduce the inflow of claimants by creating a
tighter assessment process, and to increase the outflow rates by increasing the number of

beneficiaries returning to work. In terms of inflow, the data suggests a slight uptick in new
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claims from 2008 to 2009 that appears related to the economic recession (OECD, 2014). Since
2009, however, the number of new disability benefit claims has declined in small increments
(OECD, 2014). Notably, this does not take into account whether claimants denied ESA moved
onto other government programs, such as Jobseekers Allowance, and thus it is unclear whether
this decline has induced a net fiscal savings. Despite the reforms, Britain continues to have the
highest incoming claimant rate in the OECD with about 10 new claims for every 1,000 workers
in the year 2012 (down from 12 in the year 2000) compared to about 8 for the United States and
an average of 5 across the advanced economic countries in the OECD (OECD, 2014).

Outflow rates appear to have increased, at least temporarily, as a result of the large-scale
reassessment of 1B claimants but have flattened over time (OECD, 2014). The total outflow rate
as a share of all ESA recipients was 3% in 2012, which is higher than the 1% for the United
States (OECD, 2014). The outflow rates, however, do not appear to be driven by recipients
returning to work and are more likely the result of recipients moving to Jobseekers Allowance or
Old Age Pensions. This is illustrated by the results of a new “Work Programme”, which was
introduced in Britain in 2011. The program follows a "black box™ approach that allows private
employment service providers freedom in their choice of intervention, as they are judged solely
on employment outcomes. In its first year of operation, the Work Programme saw only .6% of
WRAG claimants achieve a positive job outcome, with not a single job outcome for an ex-1B
claimant (OECD, 2014). In its second and third years of operation, however, there are signs of
improvement with about 8% of ESA claimants in the Work Programme showing three months of
work after twelve months of support (DWP, 2014c). While encouraging, this sign of progress
may also be misleading as more claimants are now being placed in the Support Group than

previously and the more difficult cases are no longer being referred to the Work Programme.
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Even among referred cases, however, there is evidence that the private employment service
providers are targeting the most job-ready, while devoting less attention to those in greater need
of support (Newton et al., 2012). A nationally representative survey of ESA claimants found that
the Work Programme is least effective at helping the most challenging cases return to
employment, particularly those who were previously inactive before their claim (Sissons and
Barnes, 2013). Thus, while it is too early to suggest that the ESA program will not ultimately
yield improved return to work rates, early results are sobering and suggest the need for fresh
thinking.

The introduction of benefit conditionality for WRAG claimants represents a
distinguishing feature of the ESA program that makes it qualitatively different from the SSDI
program in the United States. Current rules require claimants in the WRAG to have mandatory
work focused interviews with personal advisers and to carry out work-related activity deemed
appropriate to their circumstances. Under SSDI, there is only one category of disability and that
is for individuals unable to engage in substantial gainful activity and a qualifying individual is
entitled to unconditional benefits. Although WRAG claimants are not required to look for work,
they are required to attend interview, training, and rehabilitation sessions, which may be
enforced by sanctions. There is concern, however, that these sanctions may be overly severe.
From 2011-12, just 2.7% of ESA claimants were sanctioned (OECD, 2014). Yet, a failure to
attend a work-focused interview can lead to a 100% reduction in benefits. The OECD (2014) has
suggested that Britain reduce the severity of the penalties, which the OECD insists can be
particularly harsh for those with mental disorders. Ultimately, the combination of an overly
severe sanction regime combined with the time limit of twelve months for WRAG claimants

invites concern that some deserving individuals may go without needed benefits.
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In sum, early research on the ESA reform does not suggest a policy panacea or an
outright failure. Strong conclusions cannot yet be drawn, for example, as to the effectiveness of
the reform at improving return to work rates. Just as the new assessment process — the WCA —
improved over time with a decline in the number of decisions overturned on appeal, it is likely
that the Work Programme will also perform better with experience. The selection of a new health
contractor to administer the WCA, though, is likely to create turbulence for an assessment
process that had just found smooth air. Not having to do the difficult work of IB reassessments
will likely help the new provider avoid the political pitfalls of providing disability determinations,
but one might also expect an increase in appeals, as the new provider will need to gain

proficiency with the assessment process.

Conclusion: Lessons for the Reform of the SSDI Program

This article thus far has reviewed the new disability benefit program in Britain and
examined the early research on its effects. Although the implementation of the ESA program is
still in its infancy, there are lessons that can be drawn, both positive and negative, from the
British reform of its disability benefit program. These lessons may prove helpful to US

policymakers as they begin to wrestle with the potential reform of the SSDI program

Lesson #1: Experimentation can drive reform

The 2008 reform to the disability benefit program in Great Britain was invigorated by and

modeled after the Pathways to Work pilot initiative. A similar road to reform is certainly possible
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for the SSDI program. Indeed, it would mirror the path to welfare reform in the US in 1996,
which was itself preceded by widespread experimentation (Weaver, 2000). In this vein, Liebman
and Smalligan (2012) have proposed that Congress should fund three additional return to work
demonstration projects. One project would encourage states to reorganize existing funding
streams so they can target populations that are at risk of applying for disability benefits and
provide them early rehabilitative and training services. Another project would target employers
by creating incentives for firms to keep their workers, much like the Dutch reforms. A third
project, “would screen disability applicants and target those who appear likely to be determined
eligible for benefit but who also have the potential for significant work activity if provided with
the proper range of services,” (Liebman and Smalligan, 2012:2).

This third proposed project corresponds with the research finding that a sizeable minority
of SSDI recipients possesses work-abilities (Maestas, Mullen, and Strand, 2013), and thus could
potentially be diverted from depending on disability benefits if given the right support and
incentives. It is also conceptually similar to the ESA reform in Britain, where from the outset
individuals are identified with limited capability for work and immediately provided services.
Given the challenges with administering the Work Capability Assessment in Britain, a variety of
ways should be explored for assessing the work-capacity of SSDI applicants. One approach may
be to use computer assisted technology to identify high-functioning applicants. A team of
researchers at the National Institute of Health has already developed and validated such a tool for
assessing the work-capacity of SSDI applicants (Goldman, 2013). The strength of this approach
is that it could very quickly identify suitable applicants for targeted intervention, as the data
could be obtained online or at the initial field office visit (Liebman and Smalligan, 2012).

Another option would be to leverage existing institutional experience at conducting the
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residual functional capacity (RFC) assessment. The RFC is currently administered in the final
stages of the SSDI application process, often many months after the initial application, to
determine whether those SSDI applicants that do not immediately meet medical eligibility
criteria can do their past work or other work in the national economy. If the RFC was completed
at the point of initial application for all SSDI applicants and submitted along with medical
evidence, administrators would likely possess sufficient information early in the process to
identify applicants with remaining work abilities but with medical impairments that make them
likely to receive SSDI. The weakness of this approach is the increased time it would take to
identify the targeted population from the RFC when compared to using computer assisted
technology. The RFC would also need to be tested and validated as an early assessment
instrument.

Once a targeted population of SSDI applicants with work capabilities can be identified,
pilot programs could be instigated that would assess the interventions most likely to be
successful at returning those individuals to work. Smalligan and Liebman (2012) propose
providing a package of benefits, including targeted vocational and health services, wage
subsidies, and emergency cash grants. Benefit conditionality, in which cash grants are provided
to a targeted SSDI applicant pool for creating a return to work plan or upon demonstrating
progress, could also be tested. This strategy would thus be similar to the Pathways to Work
program in Britain, which showed promise (Clayton et al., 2011).

An additional lesson from the British reforms concerns the benefit of incorporating a
legislative provision that requires continuous evaluation and monitoring once a reform is adopted.
The annual independent reviews of the ESA program proved constructive in Britain. Those

reviews helped to ensure that the subsequent evaluative research identified practical
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recommendations to improve service delivery and enhance the claimant experience and did not
focus solely on identifying treatment effects. Future legislative reforms to the SSDI program

should consider a similar provision.

Lesson #2: Reforms should focus on prevention and not reassessments

The 1B reassessments have been the least successful part of the ESA reforms. A historical
perspective of the SSDI program suggests that the process of reassessments is also not likely to
go well in the US. One recalls, for example, how early in the administration of President Ronald
Reagan there was a concerted effort to increase the termination rates of SSDI beneficiaries by
subjecting millions of SSDI recipients, particularly those with mental and musculoskeletal
impairments, to a Continuing Disability Review (CDR) process. The hundreds of thousands of
terminations that transpired lead to a major public pushback that ultimately forced President
Reagan to reverse his position by limiting the ability of the CDR to terminate beneficiaries
(Berkowitz, 1987).

Most SSDI beneficiaries now have a scheduled CDR every seven years, though it can be
every three years if medical improvement is expected. However, in 2012 there were 1.5 million
SSDI recipients awaiting their planned reviews, as the Social Security Administration lacks
funding to keep up with scheduled CDRs (CBO, 2012). Thus, some have suggested as a strategy
to reduce expenditures prior to the potential default of the Disability Trust Fund in 2016 that
funding for CDRs be increased (Liebman and Smalligan, 2012). The British experience with 1B
reassessments, however, shows that reassessments can be a recipe for political controversy.

Expecting an increase in the reassessments to lead to an increase in employment also appears to
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defy a basic principle of labor economics. That is, that the longer one spends away from the
labor market the harder it is to re-enter (see, for example, Nichols, Mitchell, and Lindner, 2013).
Longitudinal employment statistics for SSDI recipients, for example, show that more recently
awarded beneficiaries are far more likely to return to employment than those on the program
rolls for an extended period of time (Liu and Stapleton, 2011).

Very little is also known about what happens to recipients when terminated following a
CDR. A recent study estimated that about 20% returned to the SSDI rolls within eight years
(Hemmeter and Stegman, 2013). That study also suggests, however, that this is likely a lower
bound estimate of program return since the current CDR process is underfunded and focuses on
those with the least severe impairments. If the CDR process were to increase the number of
reviews above current levels, it would likely lead to greater program return rates as broader
terminations would capture individuals with more severe disabilities. Moreover, outside of
returning to the SSDI rolls, research has yet to longitudinally examine the economic and social
welfare outcomes of those terminated from the rolls following a CDR. Many of these individuals,
in some cases removed from the labor market for years, would not easily find their way back to
work. Early intervention approaches, therefore, are preferable to increased reassessments and
resources should be allocated to diverting applicants from long-term benefit receipt rather than to
reassessing current claimants. While focusing on reducing the flow of claimants onto SSDI may
not provide the immediate fiscal relief that is necessary to avoid the looming financial crisis, in

the long run this approach should lay a path toward a more sustainable SSDI program.
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Lesson #3: Changing the definition of disability deserves consideration

The SSDI definition of disability that focuses on a requirement of a long-term medical
condition, instead of looking primarily at an individual’s capability to work, is bound to include
as disabled many that are capable of work. This is evident from the major return to work
initiative for SSDI beneficiaries, the Ticket to Work program, which provides recipients access
to employment and rehabilitation services. The very fact that such a program exists serves to
recognize that some SSDI recipients are expected to have work abilities, and its modest success
highlights that a claimant’s long-term medical impairment does not necessarily indicate a work
incapacity (O’Leary, Livermore, and Stapleton, 2011). In fact, in a nationally representative
survey in 2004, 40% of disabled beneficiaries in the US stated that they had either personal goals
that included working or that they expected to be working in one to five years (Livermore, 2011).
This notion of a work-oriented SSDI population is further supported by econometric research
that finds that some SSDI recipients would likely be in work had they initially been found
ineligible for the program (Bound, 1989; von Wachter, Song, and Manchester, 2011; Maestas,
Mullen, and Strand, 2011).

The success rate on appeal in the US further reflects the difficulties inherent in a
determination process that relies on the subjective identification of a long-term medical condition.
In 2011, 26% of all SSDI applicants were awarded benefits at the initial point of application but
an additional 15% were awarded benefits following a lengthy appeals process (SSA, 2012).
While this is less than the current rate of 19% of decisions overturned in Britain, that rate is
likely to decline now that the 1B reassessment process has been completed. Consideration of a

new definition of disability in the US, similar to the one adopted in Britain that allows for certain
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disability benefit recipients to maintain some capability for work, could help reduce the number
of appeals. This definitional change would allow claimants who are on the margins of program
entry immediate access to a work-oriented SSDI group. These individuals, having been screened
early, would also more likely respond well to interventions that assist them in the process of

returning to work.
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