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The NBER Retirement and Disability Research Center (RDRC)
conducts research on issues relevant to Social Security policy. It is
part of a national consortium of competitively selected research cen-
ters supported by the Social Security Administration (SSA) under
five-year cooperative agreements. In addition to the NBER center, the
consortium includes research centers at the University of Michigan,
Boston College, and the University of Wisconsin. The consortium
helps inform the national debate on retirement and disability policy
by providing rigorous evidence relevant to Social Security programs
and their effects in the population. Consortium research is regularly
used by the SSA and Congress to inform policy decisions.

The current RDRC was created in 2018 from the merger of
NBER’s Retirement Research Center (2003-18) and Disability
Research Center (2012-18). It receives funding for between 15 and
20 new research projects each year. Projects last one year, with mul-
tiyear agendas proceeding as a sequence of one-year projects. More
than 80 researchers are currently involved in RDRC projects. In
addition, the RDRC has a training program that supports two grad-
uate student fellows and two postdoctoral fellows each year, orga-
nizes workshops and conferences, and disseminates research findings
through the NBER Bulletin on Retirement and Disability.

The center’s research agenda addresses five broad research
themes as well as special topics that reflect current SSA priori-
ties. They are 1) enrollment trends and determinants, 2) measuring
sources of income and adequacy, 3) labor force participation, 4) pro-
gram operations, and 5) related programs and program interactions.

* Nicole Maestas, an associate professor of health care policy at Harvard
Medical School, is the director of the NBER Retivement and Disability
Research Center and a research associate.
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Special topics include the opioid epidemic
and, most recently, the COVID-19 pan-
demic. This report highlights some recent
research projects that have been carried out
under the auspices of the RDRC. They rep-
resent only a small fraction of the large body
of work by RDRC researchers.

Enrollment Trends and
Determinants

One of the most hotly debated issues
in disability policy has been the sources of
Social Security Disability Insurance (SSDI)
caseload growth over the last several decades.
Has growth been a consequence of popu-
lation health, economic factors, or demo-
graphics? Jeffrey Liebman sheds light on this
debate by showing that the sources of pro-
gram growth differed over time. From 1985
to 1993, the period immediately following
the 1984 Social Security amendments, non-
health factors such as economic incentives
were the primary drivers of growth, with
demographic factors playing little role. But
from 1993 to 2007, demographic factors,
such as population aging and women attain-
ing insured status, accounted for two-thirds
of the growth, while nonhealth factors such
as economic incentives accounted for just
one-third.!

Education is an important mediating
factor for SSDI enrollment. James Poterba,
Steven Venti, and David Wise estimate a dis-
ability insurance (DI) participation rate of
12.3 percent for women aged 50-61 with
less than a high school diploma, but only
2.4 percent for women with a college degree
for the period 1992-2012.2 The gap is even
larger among men, with a DI participation
rate of 16.9 percent among those without
a high school diploma compared to just
2.6 percent among college graduates. About
three-quarters of the education-participa-
tion gap among women is explained by dif-
ferences in health, while health differences
explain only 38 percent of the gap among
men.

One highly relevant measure of popula-
tion health for Social Security’s programs is
life expectancy. Raj Chetty, Michael Stepner,
Sarah Abraham, Shelby Lin, Benjamin
Scuderi, Nicolas Turner, Augustin Bergeron,
and David Cutler analyze 1.4 billion de-
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identified tax records for the US pop-
ulation to investigate the association
between income and life expectancy.?
The researchers document wide vari-
ation in life expectancy by income
and geography, finding that the gap
in life expectancy between the rich-
est and poorest 1 percent is 14.6 years
for men and 10.1 years for women.
Moreover, between 2001 and 2014,
life expectancy among those in the
top 5 percent of the income distribu-

Great Recession led 1.4 million for-
mer workers to apply for DI benefits
during 2008-2012; nearly 1 million
(72 percent) were induced in the sense
that they otherwise would not have
applied, while the rest (28 percent)
would have applied anyway, and the
timing of their application was accel-
erated.> These induced enrollments
amount to more than 400,000 incre-
mental beneficiaries with estimated

DI benefit obligations of $55 billion

well approximated by a system like
that in the US, where there are three
accounts: a completely liquid savings
account, a completely illiquid account
like Social Security, and a partially lig-
uid account, such as a 401(k) account
with an carly withdrawal penalty.
Chetty, Friedman, Seren Leth-
Petersen, Torben Heien Nielsen, and
Tore Olsen investigate active versus
passive savings behavior using fea-
tures of the retirement savings sys-
tem in Denmark and

tion grew by approx-
imately 2.5 years,
while life expectancy
at the bottom of the
income distribution
grew very little.
Many RDRC g
studies have sought
to understand enroll-
ment trends by inves- 7
tigating geographic
variations in
application and par-
ticipation. Research
by John Friedman, a
Ithai Lurie, and
Magne Mogstad
finds that adult chil-
dren from lower-
income families have
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detailed administra-
tive data.” They find
that 85 percent of
individuals are pas-
sive savers who do
not respond to sav-
ings incentives. As a
result, policies such
as automatic contri-
butions to retirement
accounts, which
require no action on
s | the part of individu-
0 als, result in greater
wealth  accumula-
tion than do policies
such as tax subsidies,
which require indi-
viduals to take action
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widely varying prob-
abilities of DI enroll-
ment depending on where they grew
up.* For example, the largest concen-
tration of highest-DI enrollment areas
is in New England, while the lowest-
DI areas are in California, in or bor-
dering Texas, and in New York City.
In striking contrast, adult children
from higher-income families show lit-
tle geographic variation in their DI
enrollment rate. Studying the effect of
moving across places as a way of learn-
ing how place affects DI application,
the researchers find that about 30 per-
cent of the place-based differences are
causal.

A substantial fraction of the geo-
graphic variation in DI rates can be
explained by local labor market condi-
tions. For example, Kathleen Mullen,
Alexander Strand, and I find that the

Figure 1

in present value. Including the value
of Medicare benefits for which these
DI beneficiaries are eligible, the cost
is nearly $100 billion.

Measuring Sources of
Income and Adequacy

RDRC research projects have
examined income adequacy for ben-
eficiaries of Social Security programs.
As just one recent example, John
Beshears, James Choi, Christopher
Clayton, Christopher Harris, David
Laibson, and Brigitte Madrian calcu-
late the socially optimal level of illi-
quidity in a retirement savings system
in which households have heteroge-
neous present bias.® Remarkably,
they find that the social optimum is

to take advantage of
the subsidy.

Income adequacy for disability
beneficiaries has also been a focus of
attention, in particular families who
receive SSI payments for children with
disabilities. Manasi Deshpande finds
evidence that SSI payments have a sta-
bilizing effect on household incomes,
among other benefits; when children
are removed from the program, par-
ents fully replace lost benefits with
carnings.®

Labor Force Participation

Labor force participation is
another major area of RDRC research.
Researchers have investigated popu-
lation trends in labor force partici-
pation, which affect the financing of
SSA programs, as well as the disincen-
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tive effects of Social
Security policies on
labor supply. Axel
Borsch-Supan  and 55%
Courtney Coile are
leading a long-run-
ning cross-national
project investigat-
ing the relationship
between social secu-
rity policies and labor
force participation at 40
older ages. They find
that Social Security
reforms in the US 2
and 11 other high- 10%
income countries
during the last three
decades reduced the

effective tax on work
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tion for US work-
ers with disabilities
are understood to be
quite low, despite the
legal requirement of
the Americans with
Disabilities Act.
Mullen, Stephanie
Rennane, and I find
that measurement
issues in survey data
are partly to blame.
We estimate that
the rate of accom-
| modation availabil-
ity among individu-
als who are employed
and for whom accom-
modation does or
would increase the

at older ages, which
provides a partial explanation for the
rise in labor force participation at older
ages that has occurred in these coun-
tries since 1990.7

Contract work is increasingly com-
mon at older ages, and is often under-
counted in traditional surveys. Katharine
Abraham, Brad Hershbein, and Susan
Houseman find that self-employment is
more prevalent at older ages than sug-
gested by traditional surveys when con-
tract work is accounted

Figure 2

changes in the nature of work have
impacted the employment rate of peo-
ple with mental illnesses. They find
that over the past 20 years, people with
serious mental health conditions have
been less likely to work in part because
the jobs they have traditionally held
have been most at risk of being elimi-
nated by mechanization and artificial
intelligence.!!

Rates of workplace accommoda-

ability to work is 56
percent to 65 percent — two to three
times higher than rates estimated in
the existing literature.!? Although this
estimated unmet need for accommoda-
tion is lower than previous estimates, it
is still economically large.

David Autor, Mogstad, Andreas
Ravndal Kostel, and Bradley Setzler
estimate the causal effects of DI receipt
in Norway on earnings, household
income, consumption, and fiscal costs.

for. The share of
employed work-
ers whose main job is
self-employment rises
monotonically with
age, from 20 percent

at ages 18-49 to 68

+10%

S~

Closing of SSA Field Offices and Number of Disability Applications

Number of applicants relative to before office closure

~<— Field office closure

Among other find-
ings, DI benefits raise
average  houschold
income and consump-
tion expenditures by
16 and 18 percent,
respectively, providing
new evidence of the

percent for those ages 0
75-79.10 The self-
employed are most
commonly indepen- .
dent contractors, with
one-quarter of inde-
pendent  contrac-
tors age 50 and older e
working for a former
employer.

Richard Frank,
Sherry Glied, Keith
Marple, and Morgan

[ [ [ [
B -4 0 4

Quarters relative to first full month of office closure

Shaded region represents 95% confidence interval
Source: Deshpande M and Li Y, NBER Working Paper 23472

consumption smooth-
ing benefits of disabil-
ity payments.!3 Most
interesting, however,
are sharp variations by
marital status: income
and consumption rise
! by 40 percent among
unmarried applicants,
but not at all among
married applicants
because of offsetting
spousal labor supply

Shields examine how
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adjustments.




Program Operations

Deshpande and Yue Li investigate
application costs and target efficiency in
the context of the SSDI program. They find
that closing a Social Security field office
leads to a persistent 16 percent decline in
the number of SSDI beneficiaries in the
surrounding communities. However, dis-
ability applications fall by only 10 percent,
and congestion increases at neighboring
offices. !4

been of considerable interest. Focusing
on the Great Recession, Andreas
Mueller, Jesse Rothstein, and Till von
Wachter explore whether individuals
are more likely to apply for SSDI ben-
efits once their eligibility for unem-
ployment benefits is exhausted. They
find no indication that the expiration
of unemployment benefits causes SSDI
applications to rise.!8

RDRC projects have also inves-

Special Topics

Public health crises have wide
ramifications for Social Security pro-
grams. The coming year will see new
RDRC research on the impacts of the
COVID-19 pandemic. In recent years,
however, researchers have focused on
the opioid epidemic. Cutler, Ellen
Meara, and Susan Stewart investigate
whether expanded use of opioid ther-

apy to treat pain led

Several RDRC ) L to reduced participa-
projects have examined Average Monthly Earnings Four Years After Disability Insurance Allowance tion in the SSDI pro-
the labor supply effects gram. They find lit-
of Social Security pro- i tle variation over time
gram parameters and 300 o o”%e in the proportion
rules, such as the SSDI e .,.(./.' ° of those diagnosed
benefit amount or rules > with back pain who
that impose an implicit 24t o % enroll in DI, despite
tax on earnings in dis- . el the dramatic rise in
ability and retirement P4 use of opioids.?? In
programs. For instance, w o_goe—"% c other words, if opi-
Alex Gelber, Timothy s o i oids made back pain
Moore, and Alexander P . —J less debilitating, their
Strand find that as R increasing use did not
SSDI benefits rise by N | | ; | | | translate into reduc-
one dollar, earnings fall -1500 -1000 500 0 500 1000 1500 tions in DI partici-
by Only three CCHtS.lS Distance (in dollars) from bend point in benefit formula Pation_ Rather, a
Gelber, Damon Jones, closely related paper
Daniel Sacks, and Jae Source: Gelber A, Moore T, Strand A, NBER Working Paper 21851 by thCSC researchers
Song use administrative finds that a 30 per-

data to revisit the effect

of the Social Security annual earnings test
on labor supply. They find that the earn-
ings test reduces the employment rate of
workers ages 63—-64 by at least 1.2 percent-
age points.'® Kostel and Mogstad analyze
a benefit offset program introduced in
Norway in 2005 that allowed beneficiaries
to keep more of their earnings by reducing
their benefits by approximately $0.60 for
every $1 earned above an exempt thresh-
old. They find the benefit offset increased
the labor force participation of beneficia-
ries by 8.5 percentage points and reduced
program costs.!”

Related Programs and
Program Interactions

Potential interactions between the
SSDI program and other programs,

such as unemployment insurance, have

Figure 4

tigated retirement and disability pro-
grams that have different program rules
than Social Security programs. One such
program is Disability Compensation
(DC) from the Department of Veterans
Affairs, where, in sharp contrast to the
SSDI program, DC benefits are paid
regardless of other earnings. Focusing
on a reform that raised DC benefits for
some veterans and not others, Coile,
Mark Duggan, and Audrey Guo find
that veterans who were eligible for
higher DC benefits reduced their labor
force participation, hours of work,
and ecarned income relative to those
who were not.!? But self-employment
among those with a benefit increase
rose by 4.1 percentage points relative
to those without an increase, offsetting
a decline of 6.5 percentage points in
wage and salary work.

cent rise in opioid
shipments to a state is associated with
a 5 percent increase in DI applica-
tions.?!’ The percentage of DI bene-
ficiaries receiving high-dosage opioid
drugs varies dramatically across states,
from 1.6 percent to 11.5 percent. Amy
Finkelstein, Matthew Gentzkow, and
Heidi Williams estimate that a quar-
ter of the variation in opioid abuse
among SSDI beneficiaries is explained
by place-specific factors such as local
supply and behavior of physicians.??
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