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Just the Facts on Social Security’s Disability Programs

Our Social Security system provides peace of mind for all Americans. Not only does it provide the
foundation for a secure retirement -- it also protects nearly all American workers and their families
against the eventuality of a severe disability or illness that prevents substantial work. This peace of mind
is all the more important because the alternatives are limited: only about 1 in 3 private sector workers
has long term disability insurance through their employer, and plans are often less adequate than under
Social Security.! Social Security’s disability programs serve as a core component of the Social Security
system, offering critical protection in our time of need.

Social Security Disability Programs Provide Modest but Vital Support

* About 57 million Americans, or 1 in 5, live with disabilities. About 38 million, or 1 in 10, have a
severe disability.” Only those with the most significant disabilities or illnesses—about 13 million
working age individuals—receive vital support from our nation's Social Security system.>

* Social Security Disability Insurance, or SSDI, is funded through payroll tax contributions. It
provides benefits to workers who have contributed enough via payroll taxes to be insured and
who become disabled before reaching full retirement age.

¢ Supplemental Security Income, or SSI, provides support to low-income children and adults with
severe disabilities, as well as low-income seniors.

¢ The average SSDI benefit for a disabled worker is about $1,130, just over the federal poverty
line, and the average SSI benefit is just $509 per month as of August 2013 —about half the
federal poverty level for a single person, and less than $17 per day.*

*  For most adult disability beneficiaries, SSI and SSDI make up all or most of their income.”

* SSDI and SSI benefits keep millions of people with disabilities from deep poverty and
homelessness. Poverty rates are substantially higher for people who report significant
disabilities but are not receiving SSDI benefits than for people who have been receiving SSDI
benefits for at least five years.® Even with benefits, a full quarter of SSDI beneficiaries live in
poverty, and the majority are low-income.’

Social Security Disability Standard is Strict, and Most Applications Are Denied

* The Social Security Act’s disability standard is one of the strictest in the developed world.
According to the Organisation for Economic Co-operation and Development (OECD), the U.S. has
the most restrictive and least generous disability benefit system of all OECD member countries,
except Korea.?

* Most applicants for Social Security disability benefits are denied. Fewer than four in ten are
approved, even after all stages of appeal.’

* Beneficiaries have severe impairments and conditions such as cancers, kidney failure, congestive
heart failure, emphysema, and multiple sclerosis.
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* Many are terminally ill: 1 in 5 male SSDI beneficiaries and nearly 1 in 6 female SSDI beneficiaries
die within 5 years of receiving benefits.'® SSDI beneficiaries are also three times as likely to die
as other people their age."

* Despite their impairments, many beneficiaries report eagerness to do some work, and some do
work part-time. But research indicates that the average earning potential of beneficiaries with
"work capacity" is a few thousand dollars per year—clearly insufficient to support oneself.*

Demographics Explain Nearly All Growth in Social Security Disability Insurance

* The Social Security disability programs have grown significantly since they were signed into law,
as well as in recent years. This growth was expected and projected as far back as 1994.

* According to Social Security's Chief Actuary, the growth in SSDI (from 1980 to 2010) is mostly
the result of several factors: substantial growth in the U.S. population; the baby boomers aging
into their high-disability years; women entering the workforce in large numbers in the 1970s
and 1980s so that more are now "insured" for SSDI based on their own prior contributions; and
the increase in the Social Security retirement age so that disabled workers continue to receive
SSDI benefits for longer before converting to retirement benefits.™

* Many experts including Social Security’s Chief Actuary caution against overstating the role that
the recent economic downturn has played in contributing to the growth in SSDI. The Chief
Actuary estimates that the recession accounts for just five percent of the program’s growth.™

* Demographic factors — such as a disproportionately older population — also largely explain
geographic variation in rates of receipt of Social Security disability benefits."

Awards Rates Have Fallen During the Recent Economic Downturn

* While economic downturns tend to boost applications for benefits, research finds that they
have a much smaller effect on awards.™ This recent economic downturn was no exception on
either front.

* |n fact, the percentage of applicants awarded benefits has declined significantly during the
recent economic recession, from 39 percent in FY 2007 to just 33 percent in FY 2011, suggesting
that applicants for benefits who did not meet Social Security’s strict disability standard were
screened out.”’

* The drop in the percentage of applicants found eligible at the Administrative Law Judge (ALJ)
hearing level has been even more dramatic, falling by more than ten percentage points between
FY 2007 and 2012."

Social Security Disability Programs Reflect Broader Trends Toward “Invisible” Disabilities

* According to the World Health Organization (WHO), in rich nations like the U.S. many people are
living longer—but with more disability. *°

* The WHO also reports that today, the leading causes of disability both in the U.S. and abroad are
largely invisible—mental illness and musculoskeletal disorders — a trend reflected in the Social
Security disability programs.”

* Nonetheless, denial of such "invisible" disabilities remains sadly common. Misconceptions
persist that individuals who "look healthy" ought not to be receiving disability benefits, and that
disabilities visible to the naked eye are “unambiguous”, whereas impairments less readily
observable to an onlooker are "squishy”.



* Examples of often-hidden yet significant disabilities include cancers, Traumatic Brain Injury (TBI),
intellectual disability, Autism, and serious mental illness such as Post-Traumatic Stress Disorder
(PTSD) and schizophrenia (among many others).

The Future of the Social Security Disability Programs

* Asthe baby boomers age into retirement, growth in SSDI has already begun to level off and is
projected to decline further in the coming years.”*

* The Dl trust fund’s projected 2016 shortfall is not a new development, or an unprecedented
one. Since Social Security was enacted, Congress has "reallocated" payroll tax revenues
between the OASI (retirement) and DI (disability) trust funds — about equally in both directions —
some 11 times to account for demographic shifts. In 1994, the last time such reallocation
occurred, SSA actuaries accurately projected that similar action would next be required in 2016.

* Asit hasin the past, Congress could enact a modest reallocation of the 6.2% tax rate between
OASI and DI. Under one such plan, both funds would be fully solvent until 2033, and new
revenue after that would cover about 75% of Social Security benefits due thereafter.’> Experts
at the Center on Budget and Policy Priorities and SSA's Chief Actuary have urged Congress to
take action to ensure long-term solvency of both trust funds.?

SSA Needs Sufficient Administrative Funding to Ensure High-Quality Service and Program Integrity

* SSA must have sufficient resources to meet the service needs of the public, including people
with disabilities. With the baby boomers entering retirement and their disability prone years,
SSA is experiencing dramatic workload increases at a time of diminished funding and staff.

e SSA’s administrative budget is equal to just about 1.4 percent of benefits paid out each year.
Over the last three years, SSA has received nearly $1 billion less for its Limitation on
Administrative Expenses (LAE) than the President’s request. The agency projects that by the end
of FY 2013, it will have lost over 11,000 employees since FY 2011 — a 13 percent drop in its
workforce — at a time of increasing demand.

* Adequate resources are critical for SSA to perform its program integrity workload. SSA is
required by law to conduct continuing disability reviews to ensure that benefits are paid only as
long as beneficiaries remain eligible. SSA estimates that every S1 spent on a CDR saves the
federal government $9 — but reports a current backlog of 1.3 million CDRs due to many years of
insufficient administrative funding.

Prepared by the Consortium for Citizens with Disabilities’ Social Security Task Force, Oct. 2013.
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