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INTRODUCTION

This section describes the overall size and cost of the Social Security disability program
and the Supplemental Security Income (SSI) program for the disabled. The costs
considered include only the costs of the programs’ cash benefits; they do not include the
administrative costs associated with managing the programs. Except for Chart 10, all data
on SSI costs are federal payments only.

The section first examines trends in the cost of these programs and then seeks to
determine how these trends are generated, looking initially at trends in the number of
disabled beneficiaries (and dependents) and SSI recipients and then at the trends in
average cost per individual over time. It also looks at the cost and size of the Medicare
and Medicaid programs.

Costs for each of the programs have risen dramatically over time: in nominal dollars,
in real (inflation-adjusted) dollars, and as a percentage of gross domestic product. The
programs have grown in terms of numbers of beneficiaries and recipients; relative to
the eligible population, however, the programs have tended to go through periods of
contraction and expansion. Perhaps the most significant finding is that the costs of health
coverage for the disabled under Medicare and, even more dramatically, Medicaid are
rising faster than the cost of the disability programs’ cash benefits.
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Social Security Disability

TOTAL COST OF BENEFITS

The total cost of cash benefits for the Social Security disability program has increased dramatically since its
inception. Since 1990 the total cost of disability has risen 93 percent in real terms (160 percent in nominal terms).

Chart 1. Total cost of Social Security disability benefits, by type of beneficiary,
1970-2003

Billions of 2003 dollars
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SOURCE: Annual Statistical Supplement to the Social Security Bulletin, 2004, Tables 4.A6 and 5.A17 (monthly
amount multiplied by 12).

NOTES: This chart excludes a small number of young spouses of retired workers and mothers who are entitled
solely on the basis of having a disabled adult child in their care. In 2003, there were fewer than 20,000 mothers
and fewer than 12,000 young spouses, for whom the costs were $200 million and $80 million, respectively.
Those costs are less than one-quarter of 1 percent of the expenditures in 2003.

All dollar amounts are in constant (price-adjusted) 2003 dollars.

The cost of Social Security disability benefits in of applications and awards as well as the number
constant dollars has increased over time, though not of disabled-worker beneficiaries. By the late 1980s,
consistently. ' Benefit costs grew rapidly during the benefit costs had begun to increase again, and they
1970s and peaked in 1978. A decline in those costs continue to rise. The largest increase in cost is among
occurred in the early 1980s as the result of changes disabled-worker beneficiaries, who accounted for nearly
in program administration that reduced the number $65 billion of the total $77 billion in 2003.

1. Social Security disability includes benefits paid from the DI trust
fund to disabled workers and their dependents, as well as benefits
paid from the OASI trust fund to disabled widow(er)s and some
disabled adult children.
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Social Security Disability

NUMBER OF BENEFICIARIES

Much of the increase in costs for Social Security disability benefits is due to increases in the number of beneficia-
ries. Since 1990, the number of disabled-worker beneficiaries has increased 84 percent; disabled widow(er)s, 105
percent; and disabled adult children, 24 percent.

Chart 2. Number of disabled Social Security beneficiaries, by type of beneficiary,
December 1970-2003
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SOURCES: Annual Statistical Report on the Social Security Disability Insurance Program, 2004, Table 1;
Annual Statistical Supplement to the Social Security Bulletin (authors’ compilation of missing years).

The number of disabled beneficiaries in each benefi- number of disabled workers declined as the result
ciary category is shown for the period 1970-2003. of changes in the structure of benefits in the 1977

All of the categories have shown steady increases in and 1980 Amendments and increased stringency in
the number of beneficiaries, with few exceptions. One adjudicating claims and conducting continuing disability
exception is the period of the early 1980s, when the reviews.
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Social Security Disability

NUMBER OF DISABLED-WORKER BENEFICIARIES

Although the number of disabled workers has been increasing since 1983, their growth as a percentage of the
insured population has been considerably slower.

N
m Chart 3. Number of disabled-worker beneficiaries and as a percentage of the
o insured population, December 1970-2003
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SOURCES: Annual Statistical Supplement to the Social Security Bulletin, 2004, Table 4.C1; Annual Statistical
Report on the Social Security Disability Insurance Program, 2003, Table 1.
When considered relative to the number of workers the program is again growing. A number of factors are
insured in the event of disability, the growth in disabled  contributing to this increase, including the aging of the
workers has been more moderate than what is baby boomers into more disability-prone years. (The
suggested by raw numbers. After a period of stability baby-boom generation was born after World War |l,

(in terms of the number of beneficiaries relative to the between 1946 and 1964. The number of births peaked
number insured for disability) between 1982 and 1989, in 1957.)

16 ¢ Trends in the Social Security and SSI Disability Programs




Social Security Disability

AVERAGE COST PER BENEFICIARY

In real terms, the average cost per beneficiary of all Social Security disability cash benefits has increased
33 percent since 1970. Yet the average costs for disabled workers and disabled widow(er)s were relatively stable
from the mid-1980s until recently. Thus, increased benefit costs are not strictly due to increasing numbers of

beneficiaries.

Chart 4. Average annual cost per beneficiary of Social Security disability benefits,

1970-2003
Thousands of 2003 dollars
12
10
Disabled workers
8
----_‘—-----.-——-.
Disabled widow(er)s " = e =———"
6 - an = = -
- ey - 7
'A - - - - : : = -
” Sy o=
P Disabled adult children
4
2
0IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
1970 1974 1978 1982 1986 1990 1994 1998 2002

SOURCES: Annual Statistical Supplement to the Social Security Bulletin, 2004, Tables 4.A6 and 5.A17; Annual
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Statistical Report on the Social Security Disability Insurance Program, 2003, Table 1.

NOTE: All dollar amounts are in constant (price-adjusted) 2003 dollars. Costs have been annualized for dis-
abled widow(er)s and disabled adult children paid from the Old-Age and Survivors Insurance Trust Fund.

a. Includes all types of disability beneficiaries (disabled workers, disabled adult children, and disabled
widow(er)s), with any benefits paid to dependents (for example, spouses or minor children) included in the

average.

The average cash benefit cost per disabled beneficiary
has generally risen during the period 1970-2003,
although the cost declined slightly in the early 1980s.
The increase in average benefits in the early to
mid-1970s was probably related to ad hoc benefit
increases of 15 percent, 10 percent, and 20 percent
that became effective in January 1970, January 1971,
and September 1972, respectively. An additional ad hoc
benefit increase of 11 percent occurred in two steps in
March and June 1974. Legislation in 1972 resulted in

an automatic benefit adjustment for annual increases
in the consumer price index beginning in June 1975.
Although this adjustment was intended to stabilize
benefits, the way the adjustment was made resulted in
overcompensation for inflation, because it did not factor
in inflation-related wage increases.

In the late 1970s and early 1980s, there were small

reductions in average benefit costs, probably because
of changes in the benefit computation that applied to

Trends in the Social Security and SSI Disability Programs ¢ 17
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Social Security Disability

AVERAGE COST PER BENEFICIARY (CONT.)

future beneficiaries. These changes, enacted in 1977,
1980, and 1981, “decoupled” the benefit formula from
wages to end the “double indexing” from the 1972
legislation, capped family benefits and reduced dropout
years, and eliminated the minimum benefit, respec-
tively. Delaying scheduled cost-of-living adjustments in
1983 may have also contributed to this result. From the
late 1980s to the late 1990s, the average cost was fairly
stable for disabled workers and disabled widow(er)s,
while benefits for disabled adult children rose. The
stability of the average cost over 20 years is surpris-
ing, since benefit calculations are wage indexed and
would tend to increase benefits over time. It has been
suggested that lower-wage workers have been increas-
ingly attracted to the disability rolls because of implicit
increases in replacement rates for low earners resulting
from increasing disparity in the wage distribution. This
could help explain the stability of costs per beneficiary
during this period. Similarly, increases in the number

18 ¢ Trends in the Social Security and SSI Disability Programs

of women insured for disability, whose numbers are a
growing portion of the total number of disabled, could
also account for this result, since women, on average,
have lower earnings than do men. Further research

is required to fully understand the underlying patterns
affecting average benefit costs.

The cost per beneficiary for disabled adult children,
on the other hand, has increased the most (67 percent)
during this period. Since 2000, the average benefit cost
for workers and widow(er)s has begun to increase.
One possible reason for the increase in the cost per
beneficiary is that wage increases exceeded price
increases in the mid- to late 1990s, yielding higher
real benefits. The average expenditure on all disability
benefits, including benefits to dependents, increased by
a third from 1970 to 2003, but more slowly (10 percent)
between 1990 and 2003.



Social Security Disability

BENEFICIARIES ALSO RECEIVING SUPPLEMENTAL SECURITY INCOME

The rates of concurrency reached a peak for disabled workers and disabled adult children in the mid-1990s and
have decreased slightly since then. The rate of concurrency for disabled widow(er)s declined abruptly in 1983
because of a change in the benefit calculation and generally has continued to decline.

Chart 5. Percentage of Social Security disability beneficiaries also receiving SSI
benefits, by type of beneficiary, December 1981-2003
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SOURCE: Annual Statistical Supplement to the Social Security Bulletin (authors’ compilation of data).

The rate of concurrency, that is, the percentage of
Social Security disability beneficiaries who also receive
SSiI for the blind and disabled, increased for disabled
workers and disabled adult children until the mid-1990s
and has decreased slightly since then. The change was
particularly large for disabled workers, with an increase
from 10 percent receiving SSI payments in 1981 to 17
percent in 1993. Since then, the rate has fallen to 14
percent.

A policy change in 1983, which changed the actu-
arial reduction for disabled widow(er)s under the age
of 60, resulted in an abrupt decline in the percentage
receiving SSI. That change capped the actuarial reduc-
tion for disabled widow(er)s aged 50-59 at the level of
reduction effective for widow(er)s at age 60, resulting
in increased benefits for disabled widow(er)s younger
than 60. The percentage of disabled widow(er)s receiv-
ing SSI payments has generally continued to decline
since that time.
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Medicare for the Disabled

TOTAL COST OF BENEFITS

The cost of Medicare benefits, which are provided to disabled Social Security beneficiaries (but not to depen-
dents) after a 24-month waiting period, has been rising dramatically, with costs increasing 90 percent in real terms
between 1990 and 2001.

Chart 6. Total cost of Medicare for the disabled, 1973-2001

Billions of 2003 dollars
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SOURCE: Centers for Medicare & Medicaid Services, Medicare & Medicaid Statistical Supplement, Table 12,
available at http://www.cms.hhs.gov/MedicareMedicaidStatSupp/LT/list.asp.

NOTES: Medicare uses a different definition of disability, and not all disabled Medicare beneficiaries receive
cash disability benefits from Social Security.

All dollar amounts are in constant (price-adjusted) 2003 dollars.

Medicare is provided to Social Security disabled in real terms between 1990 and 2001. Supplementary
beneficiaries (but not to dependents) after a 24-month Medical Insurance has been increasing as a share of
waiting period. Medicare Hospital Insurance (Part A) is  all Medicare costs, rising from 34 percent of total cost
provided for free, but Supplementary Medical Insurance in 1975, to 39 percent in 1990, and to 46 percent in
(Part B), which covers doctor bills, requires a monthly 2001. Much of the increase in the cost of Medicare
premium paid by the beneficiary or on the beneficiary’s  is due to an increase in the number of Medicare
behalf. beneficiaries. However, the increasing cost in medical
services has also contributed to the overall increase in
Medicare benefit costs for the disabled have been benefit costs.
rising dramatically, with costs increasing by 90 percent

20 ¢ Trends in the Social Security and SSI Disability Programs




Medicare for the Disabled

NUMBER OF BENEFICIARIES

The number of disabled Medicare beneficiaries has increased in conjunction with the increase in disabled Social
Security beneficiaries, up nearly 70 percent since 1990 (see Chart 2). The proportion of Medicare beneficiaries
with Supplementary Medical Insurance has declined since the mid-1980s.

Chart 7. Number of disabled Medicare beneficiaries with Hospital Insurance and
Supplementary Medical Insurance as of July 1, 1973-2001
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SOURCE: Centers for Medicare & Medicaid Services, Medicare & Medicaid Statistical Supplement, Table 5,
available at http://www.cms.hhs.gov/MedicareMedicaidStatSupp/LT/list.asp.

NOTE: Medicare uses a different definition of disability, and not all disabled Medicare beneficiaries receive cash

The number of disabled Medicare beneficiaries has
increased in near lockstep with the increase in disabled
Social Security beneficiaries, and it is up nearly

70 percent since 1990 (Chart 7). The proportion of
disabled Medicare beneficiaries with Supplementary

Medical Insurance (SMI) has varied over time (Chart 8).

SMI coverage increased from 90.4 percent in 1975 to
a peak of more than 92 percent in the mid- and late
1980s and dropped fairly consistently to a historical low
of 88.6 percent in 2001.

It is unclear why fewer persons are electing SMI
coverage, although the cost of premiums for individu-
als has been rising. For some low-income Medicare
beneficiaries, special state programs funded through
Medicaid pay all or part of the premium for SMI, making
the decline in SMI coverage even more surprising.

In 1988, the Qualified Medicare Beneficiary program
mandated that states use Medicaid to pay all Medicare
cost sharing (including Part B premiums) for Medicare
beneficiaries with income less than 100 percent of

Trends in the Social Security and SSI Disability Programs ¢ 21
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Medicare for the Disabled

NuUMBER OF BENEFICIARIES (CONT.)

Chart 8. Percentage of disabled Medicare beneficiaries with Supplementary
Medical Insurance coverage and the SMI premium level as of July 1, 1973-2001

Table IV.C2.

cash disability benefits from Social Security.
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SOURCES: Centers for Medicare & Medicaid Services, Medicare & Medicaid Statistical Supplement, Table 5,
available at http://www.cms.hhs.gov/MedicareMedicaidStatSupp/LT/list.asp; 2004 Annual Report of the Board of
Trustees of the Federal Hospital Insurance and Federal Supplementary Medical Insurance Trust Funds,

NOTES: Medicare uses a different definition of disability, and not all disabled Medicare beneficiaries receive

All dollar amounts are in constant (price-adjusted) 2003 dollars.

poverty and resources less than twice the SSI resource
limit. Beginning in 1990, the Specified Low-income
Medicare Beneficiary program mandated that states
pay the Part B premium for Medicare beneficiaries

who are between 100 percent and 120 percent of
poverty and whose resources are less than twice the

22 ¢ Trends in the Social Security and SSI Disability Programs

SSI resource limit. In recent years, the proportion of
disabled SMI enrollees who received this state SMI
buy-in has risen slightly, from 39.7 percent in 1998
to 41.2 percent in 2001, yet overall SMI enroliment
continues to decline.




Medicare for the Disabled

AVERAGE COST PER BENEFICIARY

The average cost of Medicare benefits for disabled Medicare beneficiaries has generally increased over time;
however, in the late 1990s, reductions in hospital payments helped reduce average Medicare costs, although
costs are once again rising. Average Supplementary Medical Insurance benefits have increased consistently

3
o
during this period. O
Chart 9. Average annual cost per disabled beneficiary of Medicare benefits, o
1973-2001 »
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SOURCE: Centers for Medicare & Medicaid Services, Medicare & Medicaid Statistical Supplement, Tables 5
and 12, available at http://www.cms.hhs.gov/MedicareMedicaidStatSupp/LT/list.asp.
NOTES: Medicare uses a different definition of disability, and not all disabled Medicare beneficiaries receive
cash disability benefits from Social Security.
All dollar amounts are in constant (price-adjusted) 2003 dollars.

The average cost of Medicare per beneficiary rose
from 1973, when disabled Social Security beneficiaries
were first eligible for Medicare, until the mid-1990s.

In the late 1990s, the average cost of Medicare per
beneficiary declined as the cost of Hospital Insurance
declined. Cost containment in hospital reimbursements
has probably contributed to the reductions in this

component of Medicare costs. Hospital Insurance costs
began to increase again in 2000, and overall Medicare
costs are again rising in real terms. The average cost
per beneficiary of Supplementary Medical Insurance
has continued to rise through the 1990s, and the
increase accelerated between 2000 and 2001.
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SSiI for the Blind and Disabled

TOTAL COST OF PAYMENTS

The cost to the federal government of the Supplemental Security Income (SSI) disability program has increased
nearly 90 percent in real terms (150 percent in nominal terms) since 1990. At the same time, the states’ share of

SSI has decreased.

1974-2003

Billions of 2003 dollars

Chart 10. Total cost of SSI payments to all blind and disabled recipients, by source,
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SOURCES: SSI Annual Statistical Report, 2003, Table 2; Annual Statistical Supplement to the Social Security

NOTE: All dollar amounts are in constant (price-adjusted) 2003 dollars.
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The cost to the federal government of SSI disability
payments has increased nearly 90 percent in real terms
(150 percent in nominal terms) since 1990. The states’
share of SSI payments has decreased over time, with
federal payments now making up nearly 89 percent of
the total, up from 75 percent at the program’s inception.
The federal share peaked in 1997 at slightly more

than 90 percent of the cost and has declined slightly
since then. The reason for the diminishing role of

the state dates back to the birth of the SSI program,
when Congress mandated that states maintain, at a
minimum, payment expenditures equal to the 1974
level: Congress did not require increases in state

24 ¢ Trends in the Social Security and SSI Disability Programs

funding to make up for changes in the cost of living

or in the number of persons participating in the SSI
program.2 Although states’ expenditures have increased
over time, they have not kept pace with increases in the
cost of living and the number of recipients.

2. For a description and history of the SSI program, see the section
on Program Descriptions and Legislative History of the Annual
Statistical Supplement to the Social Security Bulletin. A specific
discussion of state supplementation of SSI payments can be found
under the heading “SSI: History of Provisions.”



SSiI for the Blind and Disabled

NUMBER OF RECIPIENTS

Increasing numbers of blind and disabled SSI recipients contribute to the higher cost of the SSI program; however,
since the mid-1990s the number of SSI recipients has been relatively constant as a percentage of the population

in each age group.

Chart 11. Number of SSI blind and disabled recipients and as a percentage of the
population in each age group, December 1974-2003

Income Program, Table IV.A1.
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SOURCES: SSI Annual Statistical Report, 2003, Table 3; 2004 Annual Report of the Supplemental Security

NOTE: The reference population is the “Selected Social Security Area Population” of the appropriate age group
and includes the population of the United States and several additional areas. See the glossary for a complete

The number of blind and disabled SSI recipients has
been increasing since the program began, with a few
exceptions. The number of SSI disabled children grew
dramatically after the Zebley decision in 1990. As the
result of this growth, Congress enacted welfare reform
legislation in 1996 (Public Law [P.L.] 104-193) that
revamped the SSI definition of disability for children,
and the program witnessed a small contraction
thereafter. Currently, the SSI children’s category is
growing again, and in 2003 the number of recipients
surpassed the 1996 peak. The SSI blind and disabled
adult category was affected by legislation in 1996 (P.L.
104-121), which eliminated drug addiction and alcohol-
ism as a basis for receiving benefits. As a result of this
legislation, the number of SSI adults aged 18—64 in

1997 decreased slightly. Several pieces of legislation
have also limited the access of noncitizens to SSI,
which has, for the most part, limited the number of new
awards to noncitizens.

Asset limits, which have not changed in two
decades, combined with disregards of earned and
unearned income that have been unchanged since
the program started, may have served to tighten the
program’s financial eligibility criteria over time. As a
percentage of the general population, SSI has been
growing very slowly since the mid-1990s, much more
slowly than was the case in the 1980s and early 1990s.
The slow growth is particularly evident in the 18—64 age
group.
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SSI for the Blind and Disabled

AVERAGE COST PER RECIPIENT

Although there were some increases in the average cost per SSI recipient in the early to mid-1990s and some
reductions thereafter, the average cost has been fairly stable since 1980.

Chart 12. Average annual cost per blind and disabled recipient of SSI payments,
by age, 1980-2003
Thousands of 2003 dollars
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SOURCES: SSI Annual Statistical Report, 2003, Table 3; 2004 Annual Report of the Supplemental Security
Income Program, Table I1V.C1.
NOTE: All dollar amounts are in constant (price-adjusted) 2003 dollars.

The average cost per SSI recipient has remained fairly
stable since 1980. It increased slightly in the early to
mid-1990s and declined slightly thereafter. This result
is not unexpected for a program with a fixed benefit
rate that is indexed to inflation. Changes over time are
possible because of changes in countable income,
backlogs, and retroactive payments, as well as other
factors. The large increase in the average annual cost
for SSI children in 1992 is probably an anomaly caused
by the Zebley court decision. That decision produced a
large increase of 40 percent in the number of disabled
child recipients in a single year. Retroactive payments
for new awards based on the Zebley decision probably

26 ¢ Trends in the Social Security and SSI Disability Programs

resulted in the increased average expenditure that year,
which exceeded the full means-tested payment.?

3. A large influx of awards (without retroactive payments) could be
expected to reduce average cost because, on average, the new
awards will collect only 6 months of benefits rather than 12 months
for other beneficiaries, thus increasing the denominator (beneficia-
ries) more than the numerator (total payments). An influx of persons
with large retroactive payments could alter this expectation and serve
to increase the average annual cost.



SSI for the Blind and Disabled

DisABLED SSI RECIPIENTS ALSO RECEIVING SOCIAL SECURITY
DISABILITY BENEFITS

The proportion of SSI recipients aged 18—64 receiving a Social Security disability benefit has remained fairly
constant at around 30 percent since 1981. The proportion of SSI recipients receiving disability benefits as a
disabled worker increased from 16 percent in 1981 to 21.8 percent in 2003, while the proportion receiving disabil-
ity benefits as a disabled adult child has declined since the late 1980s.

Chart 13. Percentage of SSI blind and disabled adults also receiving
Social Security disability benefits, by type of benefit, December 1981-2003
Percent
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SOURCE: SSI Annual Statistical Report, 2003, Tables 3 and 16.

SSiI recipients aged 18-64 who are blind or disabled
were much more likely to receive disabled-worker
benefits under the Disability Insurance program in 2003
(21.8 percent) than they were in 1981 (16 percent). A
number of factors may play a role in this increase. It has
been suggested that the incentives may have increased
for low earners to apply for disability benefits. Changes
to SSI work incentives in 1980, most notably sections
1619a and 1619b, may have led to more SSI recipients
working and thus earning insured status, which would
make them eligible for a worker benefit. The Social
Security Administration has been processing a special
disability workload in recent years to determine whether

SSI recipients might be eligible for a Social Security DI
benefit on the basis of their own earnings record.

The proportion of SSI recipients aged
18-64 receiving any Social Security disability
benefit—disabled worker, disabled adult child, disabled
widow(er)—has remained fairly constant at around 30
percent since 1981. The percentage collecting Social
Security DI benefits as disabled adult children has been
declining since the late 1980s, and the percentage
receiving disabled-widow(er) benefits declined slightly
in the early 1980s and has remained at about 1 percent
of SSI recipients since then.
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Medicaid for the Disabled

TOTAL COST OF PAYMENTS

Medicaid payments for the disabled have increased greatly in real terms since fiscal year 1975. Between 1990
and 2001, Medicaid payments for the disabled grew nearly 150 percent in real terms, the highest growth rate in
costs among the programs under study.

Chart 14. Total cost of Medicaid for the disabled, fiscal years 1975-2001
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SOURCE: Centers for Medicare & Medicaid Services, Medicare & Medicaid Statistical Supplement, 2003, Table
94 (fiscal year data), available at http://www.cms.hhs.gov/MedicareMedicaidStatSupp/LT/list.asp.

NOTES: Medicaid uses a different definition of disability, and not all disabled Medicaid recipients receive pay-
ments from the SSI program. Also, not all SSI recipients are categorically eligible for Medicaid.

All dollar amounts are in constant (price-adjusted) 2003 dollars.

Medicaid benefits are available to the vast majority Medicaid payments for the disabled have increased
of disabled SSI recipients, supplementing Medicare greatly in real terms since 1975. Between 1990 and
benefits for SSI recipients who also receive Social 2001, they rose nearly 150 percent in real terms, the
Security disability benefits and have been through the highest growth rate in costs among the programs
24-month waiting period. Medicaid is also available to under study. Costs associated with covering Qualified
other categories of disabled persons, in some cases Medicare Beneficiaries (under a program established
with a buy-in for coverage. in 1988) and Specified Low-income Medicare

Beneficiaries (a program that dates to 1990) contribute
to the overall rise in payments.
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Medicaid for the Disabled

NUMBER OF RECIPIENTS

The number of disabled Medicaid recipients nearly tripled between fiscal years 1975 and 2001 and increased 90
percent between 1990 and 2001. Part of the increase is due to new Medicaid programs for the disabled, such as

3
o
buy-ins. 3
Chart 15. Number of disabled Medicaid recipients, fiscal years 1975-2001 o
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SOURCE: Centers for Medicare & Medicaid Services, Medicare & Medicaid Statistical Supplement, 2003,
Table 88, available at http://www.cms.hhs.gov/MedicareMedicaidStatSupp/LT/list.asp.
NOTE: Medicaid uses a different definition of disability, and not all disabled Medicaid recipients receive pay-
ments from the SSI program. Also, not all SSI recipients are categorically eligible for Medicaid.

The number of disabled Medicaid recipients nearly
tripled between 1975 and 2001 and increased 90
percent between 1990 and 2001. This number includes
not only most SSI recipients but also other qualified
disabled persons. Although some of this increase is
due to growth in the number of disabled individuals

in the general population and the number of SSI
recipients, some of the increase is due to expan-

sions in the Medicaid program since the late 1980s.
Congress enacted several changes to the Medicaid
program that increased the number of disabled persons
eligible for the program. The numbers above include
disabled Medicare beneficiaries who are Qualified
Medicare Beneficiaries (covered under a program

established in 1988) and Specified Low-income
Medicare Beneficiaries (since 1990). Another legislated
expansion for the disabled involved provisions for
states to establish buy-in programs, through which a
disabled individual who was working or had relatively
high income or resources, and who would not normally
qualify for Medicaid, could pay a premium to buy
Medicaid coverage. States may subsidize the buy-in
premium for persons with low income. These optional
buy-in programs were permitted by Congress in 1997
and expanded in 1999. Many states do not have buy-in
programs, and the number of participants is small in
states with programs.
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Medicaid for the Disabled

AVERAGE COST PER RECIPIENT

Average cost of Medicaid payments for the disabled nearly tripled (an increase of 177 percent) between 1975 and
2001 and increased 30 percent in real terms from 1990 to 2001. Costs per disabled recipient exceeded $11,000 in

2001.

fiscal years 1975-2001

Thousands of 2003 dollars

Chart 16. Average annual cost per disabled recipient of Medicaid payments,
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SOURCE: Centers for Medicare & Medicaid Services, Medicare & Medicaid Statistical Supplement, 2003,
Tables 88 and 94 (fiscal year data), available at http://www.cms.hhs.gov/MedicareMedicaidStatSupp/LT/list.asp.

NOTES: Medicaid uses a different definition of disability, and not all disabled Medicaid recipients receive pay-
ments from the SSI program. Also, not all SSI recipients are categorically eligible for Medicaid.

All dollar amounts are in constant (price-adjusted) 2003 dollars.

The average cost of Medicaid per recipient has been
increasing over time, indicating that the increase in the
number of Medicaid recipients does not fully account
for the increased cost of the Medicaid program. From
1975 to 2001, the cost per disabled recipient increased
177 percent in real terms, compared with a rise of 143
percent in Medicare over the same period. The cost

of Medicaid per recipient in real terms increased at

a slower rate over the period 1990 to 2001, increas-
ing only 30 percent, while the total cost of Medicaid
increased 150 percent during the same period. The 90
percent increase in the number of Medicaid recipients
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between 1990 and 2001 was the greater contributor to
the increase in Medicaid cost over that period. In the
most recent years, the increase in average Medicaid
costs has accelerated. The impact of the Qualified
Medicare Beneficiary and Specified Low-income
Medicare Beneficiary programs on average costs

is unclear, although one might expect the expense
associated with cost sharing and Part B premiums,
respectively, to be less than the cost of providing full
Medicaid coverage for the disabled, thus holding down
the increase in average costs.




Benefit Costs as a Percentage of GDP

The cost of benefits for the disability programs as a portion of gross domestic product (GDP) rose dramatically
during the 1990s, increasing from 1.26 percent of GDP in 1990 to nearly 2 percent in 2001.

by type of benefit, 1970-2001

Chart 17. Cost of disability benefits as a percentage of gross domestic product,
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SOURCES: Centers for Medicare & Medicaid Services, Medicare & Medicaid Statistical Supplement, 2003,
Tables 12 and 94 (fiscal year data), available at http://www.cms.hhs.gov/MedicareMedicaidStatSupp/LT/list.asp;
2004 Annual Report of the Supplemental Security Income Program, Table IV.C1; Annual Statistical Supplement
to the Social Security Bulletin, 2004, Tables 4.A6 and 5.A17; Bureau of Economic Analysis, gross domestic

product, available at http://www.bea.gov/bea/dn/home/gdp.htm.
NOTE: Medicaid data are for the fiscal year. All other data are for the calendar year.

a. Medicaid is for disabled persons, including those aged 65 or older.
b. Before 1980, SSI children were counted in the category “SSI adults 18-64.”

Although earlier charts showed that benefit costs

have increased dramatically, nearly doubling in real
terms since 1990, it is important to view these benefits
relative to the size of the economy. Chart 17 presents
the major disability programs as a percentage of
gross domestic product. Expenditures on cash and
medical benefits for the disabled, as a percentage of
GDP, increased 57 percent between 1990 and 2001,
consuming 1.98 percent of GDP in 2001, up from 1.26
percent in 1990.

Although many of the expenditures have increased
over time, the most dramatic growth is seen in Medicaid
expenditures for the disabled. As shown earlier,
Medicaid costs have increased because of a tripling of

the number of disabled individuals receiving Medicaid
since 1975 and a 175 percent increase in the average
cost of Medicaid benefits during the same period.

Before implementation of SSI in 1974, the Aid to
the Permanently and Totally Disabled and Aid to the
Blind programs addressed the needs of the low-income
population. These state-administered programs are not
included in the chart for the period 1970-1974, so costs
during that period are understated. Both programs
were considerably smaller and less expensive than is
SSI. In 1972, the two programs paid $1.4 billion in cash
payments to 1.2 million recipients. After SSI was fully
implemented in 1975, 1.9 million disabled recipients
were receiving $3.3 billion in SSI payments.
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International Expenditures on Disability Programs

As a percentage of gross domestic product (GDP), the costs of disability programs in the United States are

considerably smaller than those of most other countries.

Chart 18. Cost of disability programs as a percentage of GDP

Country
Norway
Sweden
Netherlands
Poland
Denmark
Germany
Austria
Switzerland
Spain
Italy 1.83
Belgium 1.72
France 1.67
United Kingdom 1.54
Portugal 1.53
Australia 1.44
United States 1.40
Canada 1.28
Korea 0.29
Mexico 0.29

Other
EU
OECD members

Non-EU 2.07

2.40
2.28

5.58
4.66
4.64
4.51
3.78
3.08
2.92

2.70
2.42

2000, depending on the country.

they do not include health coverage.
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Percent

SOURCE: Bernd Marin and Christopher Prinz, Facts and Figures on Disability Welfare: A Pictorial Portrait of an
OECD Report (Vienna: European Centre for Social Welfare Policy and Research, 2003, 36).
NOTES: Source and year of data from the report vary by country; data are from a year between 1996 and

These figures include benefit costs for disability programs and employment-related programs for the disabled;

EU = European Union; OECD = Organisation for Economic Co-operation and Development.

It is interesting to compare the level of benefit costs

for disability programs in the United States with those
in other countries. The Organisation for Economic
Co-operation and Development (OECD) recently
released a report comparing the costs of disability
programs across countries, from which international
data in this book are drawn. The data show the percent-
age of GDP that is expended on all disability-related
programs in each of the countries. Analyzing the OECD
figures shows that the United States spent a lower
percentage of its GDP on disability programs than did
all other countries under study except Canada, Korea,
and Mexico.* Norway, Sweden, and the Netherlands

4. OECD figures differ somewhat from those generated from SSA
administrative data; however, the OECD approach is consistent
across countries, and relative magnitudes should be correct.

32 ¢ Trends in the Social Security and SSI Disability Programs

spent three times as much on their disability programs
as did the United States.

There are many reasons why the cost of the
disability programs is lower in the United States. The
definition of disability is very strict in the United States,
which includes only persons who are unable to work
for extended periods, whereas many countries offer
temporary and partial disability benefits. Moreover,
many European countries have more generous
disability benefits than does the United States, and
some countries have used the disability programs as
early retirement programs, particularly when economic
conditions are poor.




Disability Programs and Self-Reported Disability

The disability programs serve only a portion of the population self-reporting a disability. Although fewer than
9 million disabled persons received benefits from Social Security disability, SSI disability, or both in 2000, esti-
mates of the disabled population vary between 11 million and 33 million, depending on the definition of disability.

of the disability programs, 2000

Chart 19. Disability as self-reported by persons aged 16—-64 compared with the size

Census
Any disability

Work disability
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Work disability
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DI, SSI, or both

11.3

Disabled beneficiaries @

Self-reported disability

33.2

a. Data are for December 2000.

SOURCES: Census Bureau data available at http://www.census.gov/hhes/www/disability.html; Current Popula-
tion Survey (CPS) data available at http://www.bls.census.gov/cps/cpsmain.htm; Annual Statistical Supplement
to the Social Security Bulletin, 2001, Tables 5.A1, 7.A1, and 7.D1.
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The disability programs served 8.7 million disabled
persons aged 16—64 in 2000. The population self-
reporting a disability ranged between 11 million and
33 million persons, depending on the definition and
the survey.® Using the definition yielding the smallest
estimate of the disabled population—the definition of
severe work disability in the Current Population Survey

5. The variability from one source to another in estimates of the
percentage of the general population that reports being disabled is
evident in the chart above. The Decennial Census of 2000 and the
Current Population Survey collected data using a definition of work
disability in 2000, yet one estimate was 25 percent higher than the
other: 21.3 million vs. 17.1 million, respectively.

(CPS)—nearly a quarter of these persons were not

on the disability rolls.® This suggests that there may

be additional potential for increases in the number of
disability beneficiaries in the future. Estimates based
on other, less stringent definitions of disability suggest
that programs directed at temporary or partial disability
could attract a large number of potential beneficiaries.

6. The Current Population Survey is a monthly survey conducted
by the Census Bureau for the Bureau of Labor Statistics in the
Department of Labor. The survey has been conducted for more
than 50 years. Data on disability in the CPS come from the March
Supplement to the survey. Additional CPS data on disability are
provided in Chart 46.
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International Prevalence of Disability

The overall prevalence of disability in the United States is relatively low compared with prevalence in other
countries. The prevalence of severe disability is also lower in the United States than it is in many other countries,
although the differences in rates of severe disability across countries do not seem as large as the differences in
overall prevalence rates.

Chart 20. Prevalence of moderate and severe disability as a percentage of the
population aged 20-64

Country
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Non-EU

0 5 10 15 20 25
Percent

SOURCE: Bernd Marin and Christopher Prinz, Facts and Figures on Disability Welfare: A Pictorial Portrait of an
OECD Report (Vienna: European Centre for Social Welfare Policy and Research, 2003, 31).

NOTES: Source and year of data from the OECD report vary by country; data are from a year between 1996
and 2000, depending on the country. The U.S. data reported by OECD are from wave 4 of the 1996 Survey of
Income and Program Participation.

Several countries (Canada, Switzerland, Poland, and Mexico) did not report data separately for severe and
moderate disability, only the total.

EU = European Union; OECD = Organisation for Economic Co-operation and Development.

The overall prevalence of disability in the United the lower rates of disability in the United States could
States is relatively low compared with that in other suggest that the U.S. disability programs may be less
countries, exceeding the prevalence in only ltaly, at risk than are programs in other countries. On the
Mexico, and Korea. The prevalence of severe disability ~ other hand, if the prevalence of disability in the U.S.
is also lower in the United States than it is in many population were to begin to mirror that of other coun-
other countries, although the differences in rates of tries, U.S. disability programs could experience more

severe disability across countries do not seem as large  growth in the future. The attractiveness of disability
as the differences in overall prevalence rates. Persons programs in some countries (for example, those in
with a severe disability make up a greater portion of the  northern Europe) may actually influence the percep-
disabled in the United States than they do in some of tion of disability and increase the number of people
the countries with high disability prevalence rates (for reporting disabilities or severe disabilities.

example, Denmark and Germany). On the one hand,
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