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Abstract

The Social Security Disability Insurance (SSDI) program is functionally and financially broken. Average wait times are close to 600 days,
almost half of all benefit awards stem from non-medical factors, the
system encourages dependence instead of recovery, and fraud and abuse
contribute to a lack of integrity and accountability. All told, SSDI fails
to meet the needs of individuals with disabilities, and it burdens workers
with excessive costs. Policymakers should transform the dysfunctional
SSDI program into one that meets the needs of individuals with disabilities in a timely and effective manner, that ensures the integrity of the
program to meet its intended purposes, and that respects taxpayers’ dollars through efficient program administration. The 16 reforms presented
in this Backgrounder would accomplish all of those goals, including
preserving the program for those who need it and cutting its costs in
half for workers.
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he Social Security Disability Insurance (SSDI) program is
functionally and financially broken. With average wait times
approaching 600 days, too many individuals die while awaiting their
benefits. As the system denies benefits for some individuals with
rather apparent disabilities, almost half of all benefit awards stem
from non-medical factors, such as age, education, and work experience. Furthermore, despite the program’s intent to provide benefits
only while workers are disabled, the SSDI program fails to conduct
sufficient continuing disability reviews (CDRs). Moreover, fraud and
abuse contribute to a lack of integrity and accountability.
All told, SSDI fails to meet the needs of individuals with disabilities
and fails to use workers’ payroll taxes efficiently. By approving exces-
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The Social Security Disability
Insurance (SSDI) program fails
to meet the needs of individuals with disabilities in a timely
and efficient way, and it costs
workers far more in taxes than
a comparable private disability
insurance policy would cost.
Policymakers should transform
the SSDI program to focus on
poverty prevention rather than
income replacement, correct
inefficiencies and inequities
in the determination process,
emphasize recovery over dependence, and improve program
integrity to preserve benefits for
those who truly need them.
Sixteen reforms provide a comprehensive solution to improving
the SSDI program for individuals
with disabilities. These reforms
would also reduce the program’s
costs by 54 percent, leaving
workers with more resources to
make decisions that better serve
them and their families.
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sive disability insurance benefits, failing to provide
any type of meaningful return-to-work assistance,
and neglecting to perform meaningful CDRs, the program costs workers far more in taxes than needed to
provide well-functioning disability insurance.
Policymakers should transform the dysfunctional
SSDI program into one that meets the needs of individuals with disabilities in a timely and effective manner, that ensures the integrity of the program to meet
its intended purposes, and that respects workers’ tax
dollars through efficient program administration.

Size and Costs

When SSDI first began 62 years ago, it cost taxpayers 0.5 percent of their paychecks. Today, that tax has
more than tripled to 1.8 percent, and even that level is
not enough to fully fund the program. Over the past
three years, Congress re-allocated about $150 billion
from Social Security’s retirement program to the disability insurance program in order to paper over program deficits, yet the disability insurance program is
still projected to run out of funds beginning in 2032.
SSDI’s excessive and unexpected cost growth stems
from multiple factors, including loosening of eligibility standards, an expansion of the eligible population,
growth in real benefit levels, inconsistent and often lax
benefit determinations, and failure to help or encourage individuals to recover and return to work.
Fixing these problems would create a better functioning and more targeted disability insurance program. Heritage Foundation analysts estimate that
an innovative transformation of the disability insurance program could reduce its costs by 54 percent in
the long term, from 2.06 percent of payroll to 0.94
percent of payroll.1 Correspondingly, the payroll tax
could eventually be lowered from 1.80 percent to 0.94
percent, and the program would still remain solvent.
These changes would protect and improve the program for individuals with disabilities and reduce the
burden of the program for taxpayers.

Recommended Reforms
for Improving SSDI

The Social Security Disability Insurance Program
provides benefits to more than 10 million individuals2
at an annual cost of $146 billion.3 Given the SSDI’s
pervasive problems, creating a better functioning system for both individuals with disabilities and taxpayers requires a comprehensive set of reforms addressing each facet of the SSDI program.
Eligibility. The biggest reason for excess growth
in the disability insurance program is that the system allows many individuals who are capable of work
to receive benefits. The program’s definition of disability is quite strict: To receive benefits, individuals
must have a physical or mental impairment that prevents them from earning substantial gainful activity
(income of $1,180 or more per month in 2018) through
any job in the national economy.
In reality, however, individuals who can earn
substantial gainful activity nonetheless qualify for,
and receive, disability insurance benefits based on
flaws in the existing system. To protect the program
for individuals who have truly work-prohibiting
disabilities, Congress should implement the following 16 reforms:
1.

Eliminate the “grid” qualifications of age,
education, and work experience. Physical
and mental capabilities should be the sole basis
for disability determinations. Instead, almost
half—48 percent—of all disability determinations
in 2016 relied on non-medical factors, such as age,
education, and work experience.4 This means that
if a 45-year-old man who can only perform sedentary work and who claims to not speak English
comes before an administrative law judge (ALJ),
that judge must grant him disability insurance
benefits based on him meeting non-medical grid
qualifications.

1.

Although the SSDI tax rate is 1.8 percent of taxable payroll, its cost is 2.06 percent of taxable payroll. Social Security Administration, “The
2018 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability Insurance Trust Funds,”
June 5, 2018, https://www.ssa.gov/oact/TR/2018/tr2018.pdf (accessed March 1, 2019).

2.

Social Security Administration, Annual Statistical Report on the Social Security Disability Insurance Program, 2017, “Beneficiaries in CurrentPayment Status,” October 2018, https://www.ssa.gov/policy/docs/statcomps/di_asr/2017/sect01.html (accessed March 1, 2019).

3.

Social Security Administration, “The 2018 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal
Disability Insurance Trust Funds.”

4.

Social Security Administration, Annual Statistical Report on the Social Security Disability Insurance Program, 2016, p. 159, Table 64. Number and
percentage distribution of final medical allowances, by year of application and reason for allowance, 1992 to 2015.
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Although work capacity—particularly for physically demanding jobs—may decline with age and
lack of education or experience can limit the
number of jobs that individuals can obtain, the
grid factors of age, education, and experience do
not and cannot cause workers to be disabled from
performing all work. An analysis commissioned
by the Social Security Administration (SSA) confirmed this, concluding that the study “found no
rigorous evidence of the independent effects of
age, education, and work experience on the ability
to perform new work.”5
Only physical and mental conditions can prevent individuals from performing work, and only
physical and mental conditions should qualify
individuals to receive disability insurance benefits. The Secretary of Health and Human Services6
can and should eliminate the grids through regulation and base disability determinations solely
on medical conditions. Alternatively, Congress
could eliminate the grids through statute.
Savings: This proposal saves an estimated $32 billion over the next 10 years and would reduce the
program’s 75-year shortfall by 41 percent.7
2. Update the official list of available jobs in
the national economy. Last updated in 1991,
the list of jobs that exist in the national economy
fails to recognize significant work opportunities that exist for individuals with disabilities.
While telegram messenger, mule driver, and seal
killer (a practice outlawed in 1972) are all listed
as potential jobs for workers applying for SSDI,
Internet-based and gig-economy jobs are not
included on the official jobs list.8

Many of the new jobs missing from the outdated
listing are particularly amenable to individuals
with disabilities. For example, there has been
a shift to more service-oriented and sedentary
jobs. Some of these jobs can be done remotely,
allowing individuals to work from home without
having to navigate what may be a physically or
mentally challenging commute and workplace
environment. Moreover, gig-economy platforms
such as Uber, Upwork, and Etsy allow people to
decide how much or how little they want to work,
and they typically allow workers to perform
jobs remotely, often from their own homes. If
these jobs were included in the job listing, fewer
individuals would qualify to receive disability
insurance benefits.
Either through administrative regulation or congressional statute, policymakers should require
the SSA to update the official list of jobs available
in the national economy at least every three years.
Savings: This proposal saves an estimated $6.35
billion over the next 10 years and would reduce
the program’s 75-year shortfall by 8.2 percent.9
3. Allow use of social media in eligibility determinations. Social media can provide valuable
evidence to support or deny individuals’ disability insurance applications, and courts regularly
admit social media content as evidence in nonSSDI court cases. According to a 2014 report by
the Office of the Inspector General,
social media played a critical role in the
New York disability fraud investigation, as
disability claimants were seen in photos on

5.

David R. Mann, David C. Stapleton, and Jeanette de Richemond, “Vocational Factors in the Social Security Disability Determination
Process: A Literature Review,” Mathematica Center for Studying Disability Policy Working Paper No. 2014-07, July 21, 2014, http://
www.disabilitypolicyresearch.org/~/media/publications/pdfs/disability/drc_wp_2014-07_voc_factors_determinations.pdf (accessed
March 4, 2019).

6.

The Secretary of Health and Human Services has the authority to determine what constitutes a “disability” and to promulgate regulations, and
could therefore eliminate the non-medical grid factors from the disability determination process.

7.

The range of savings depends on the extent to which elimination of the grids reduces SSDI approval rates. The authors estimate an 18 percent
reduction in approval rates, based on the fact that 48 percent of all SSDI awards in 2016 relied on the grids for approval.

8.

GovtUSA, “Dictionary of Occupational Titles (DOT) Job Descriptions,” http://www.govtusa.com/dot/ (accessed March 4, 2019).

9.

The range of savings depends on the percentage of currently approved SSDI applications that should be denied based on a more accurate
reflection of jobs available. The authors conservatively estimate that an accurate job listing would reduce the projected number of SSDI
awards by 7.2 percent each year.
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their personal accounts, riding on jet skis,
performing physical stunts in karate studios, and driving motorcycles…. SSA does
not allow its employees or DDS [Disability Determination Services] employees to
consult this information during adjudication of a claim.10

While social media should not be the primary
means of deciding a disability case, information
available on social media should not be excluded
from the SSDI determination process.
Savings: Although this proposal could generate
savings by improving the determination process
and restricting individuals who are not disabled from receiving benefits, we do not include
any estimated savings for this proposed reform
because the size of those savings is uncertain and
may be relatively small.
Application Process. The disability insurance
program’s application process is a nightmare for
most people, to put it mildly. While some individuals with unambiguous disabilities who submit the
proper evidence and paperwork may receive a favorable SSDI determination at the initial level within a
few months,11 between a quarter and a third of individuals who apply for, and end up receiving, benefits
have to go through three different levels of determinations and wait an average of 591 days before receiving a favorable determination.12 Moreover, when individuals hire representatives to help them with the

process—something that many individuals opt to do
after being denied at the initial and reconsideration
stages—the SSA improperly intervenes in the client
and representative relationship, potentially leading
to worse outcomes and excessive costs for individuals with disabilities. Congress and the SSA can make
the application process fairer and more efficient by
enacting the following reforms:
4. Eliminate the reconsideration stage. Of the
roughly 950,000 individuals who apply for disability insurance benefits, about 45 percent
receive approvals at the initial DDS stage, 25 percent drop out of the process after a denial, and
the remaining 30 percent bring their case to the
reconsideration stage.13 At the reconsideration
level, applicants wait an average of 108 days for
a decision and only 11 percent receive a favorable
decision, while 27 percent drop out of the process
and 62 percent go on to appeal their unfavorable
decisions before an ALJ.14 Approval rates are
highest at the ALJ level, with about 64 percent
of applicants receiving favorable determinations.
The reconsideration stage follows procedures
as identical to the initial DDS stage, only with a
different staff reviewing the application. While
applicants can submit new evidence, they are not
informed of any evidence lacking at the initial
stage.15 A 10-state test of removing the reconsideration stage found that doing so resulted in more
accurate decisions at the initial level and significantly shorter wait times for applicants.16

10. Social Security Administration, Office of the Inspector General, “The Social Security Administration’s Ability to Prevent and Detect Disability
Fraud,” Special Report, September 2014, https://oig.ssa.gov/sites/default/files/testimony/SSA%27s%20Ability%20to%20Prevent%20
and%20Detect%20Disability%20Fraud_0.pdf (accessed on March 1, 2019).
11.

About 45 percent of applicants receive an approval at the initial DDS level: Social Security Administration, Annual Statistical Report on the
Social Security Disability Insurance Program, 2016, pp. 153 and 154, Table 61. Medical decisions at the initial adjudicative level, by year of
application and program, 1992–2015, https://www.ssa.gov/policy/docs/statcomps/di_asr/2016/di_asr16.pdf (accessed October 16, 2018).

12.

Social Security Administration, “Hearing Office Average Processing Time Ranking Report FY 2018,” https://www.ssa.gov/appeals/
DataSets/05_Average_Processing_Time_Report.html (accessed October 17, 2018).

13.

Social Security Administration, Annual Statistical Report on the Social Security Disability Insurance Program, 2016, pp. 153–158, Tables 61–63.
Medical decisions at the initial adjudicative level/reconsideration level/hearing level or above, by year of application and program, 1992–2015.

14. Ibid. All estimates look at the most recent year of data for 2015 as well as 2013. We average numbers and rates across these two years for the
DDS and reconsideration stages and focus only on 2013 for the administrative or ALJ level because the long wait process at the ALJ level (an
average of 591 days) results in incomplete statistics for the most recent years, 2014 and 2015.
15.

Jason Dubin, “Social Security Disability Adjudicative Reform: Ending the Reconsideration Stage of SSDI Adjudication after Sixteen Years of
Testing and Enhancing Initial Stage Record Development,” Committee for a Responsible Federal Budget, http://www.crfb.org/sites/default/
files/dubin.pdf (accessed October 25, 2018).

16. Ibid., Ch. 7 in SSDI Solutions.
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As a highly duplicative process that adds time
and resource costs, the reconsideration stage
should be removed in conjunction with changes
to improve the accuracy of decisions at the initial
level. Some improvements to the initial stage are:
better development of medical and evidentiary
records, more in-person or video inquiries with
the claimant, and better guidance for and coordination with treating physicians.
Savings: Although we believe that this proposal
would lead to long-term savings by producing
more accurate and timely decisions as well as generating administrative savings, the size of those
savings is highly uncertain, so we do not include
any estimated savings here.17
5. End direct payment to SSDI representatives.
In general, when individuals contract with attorneys or representatives, the two parties agree to
the terms of representation and individuals do
not have to pay their representatives if these do
not hold up their end of the agreement. That is not
the case for individuals with disabilities who hire
representatives. Instead, the SSA dictates the fees
for the SSDI representatives and directly takes
those fees—acting as a bill collector to the tune of
more than a billion dollars per year—out of beneficiaries’ initial SSDI payments.18
This takes control away from SSDI beneficiaries,
allowing representatives to receive payment
without necessarily providing valuable services.
Moreover, the practice causes representatives
to seek out individuals to apply for SSDI benefits and it encourages representatives to delay
cases. Representatives typically receive 25 percent of a beneficiary’s back payment up to $6,000
(back payments are payments for all the months
between when the individual first filed a claim
and when they received an award determination), and the longer the case takes to process, the
17.

CHART 1

More than One in Five SSDI
Representatives Provide No
Apparent Aid to Clients
The average fee for representing an SSDI
claimant is $2,950. The SSA pays
representatives directly, using funds cut
from recipients’ benefit checks. This
encourages representatives to provide as
little assistance as possible to their clients.
PERCENTAGE OF REPRESENTATIVES’ LEVEL
OF ASSISTANCE TO SSDI CLIENTS

37%
Assisted
throughout
claim
process

41%
Assisted
with filing
claim
22%
No
apparent
assistance

SOURCE: Social Security Administration, Office of the
Inspector General, “Claimant Representatives at the Disability
Determination Services Level,” February 2014, p. 3,
https://oig.ssa.gov/sites/default/files/audit/full/pdf/A-01-13-13
097.pdf (accessed March 7, 2019).
BG3396
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higher the back payment that individuals receive
and thus the higher the payment that representatives can collect.19
An Inspector General report found that only 37
percent of representatives assisted their clients
throughout the application process, while 41
percent assisted only with the application and

Ibid. Reviews of disability determinations from the FPM by SSA’s Office of Quality Assessment indicated that the new process improved the
accuracy of initial decisions to deny claims from 92.6 percent to 94.8 percent. If implemented nationally, this would translate to approximately
34,000 fewer disabled claimants being erroneously denied benefits and facing the prospect of a lengthy appeal.

18. Social Security Administration, “Attorney and Representative Fee Amounts by Month and Year,” https://www.ssa.gov/representation/
statistics.htm#2015 (accessed August 31, 2018).
19. Rachel Greszler, “Time to Cut Out the SSA as Middleman in SSDI Representation,” Heritage Foundation Issue Brief No. 4489, November 24,
2015, https://www.heritage.org/budget-and-spending/report/time-cut-out-the-ssa-middleman-ssdi-representation.
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22 percent provided no assistance at all; yet all
received the same full payment.20 Without direct,
guaranteed payment from the SSA, individuals
with disabilities would likely receive better representation at potentially lower cost than what the
SSA currently takes out of their benefit checks.
The SSA should stop interfering in the private
transactions of individuals with disabilities and
provide them the full benefits they are due.
Savings: This proposal would save an estimated
$9.6 billion over the next 10 years and would reduce
the program’s 75-year shortfall by 13 percent.21
Administrative Integrity. Administrative law
judges who decide disability cases at the third administrative appeal stage play a critical role in the SSDI
program. ALJs typically receive cases with hundreds—if not more than a thousand—pages of documentation and they must play multiple roles, representing both the applicant as well as the SSA. Certain
features of the administrative rules and process create perverse incentives and adverse realities for ALJs,
often resulting in excessive SSDI benefit awards. The
following reforms could improve the integrity, effectiveness, and fairness of the application process:
6. Apply judicial code of conduct to ALJs.
All judges—including ALJs who decide SSDI
cases—should have a clear code of conduct, with
well-defined and consistently enforced consequences for violating that code. However, ALJs
currently operate under a separate, less stringent
code of conduct than the judicial code of conduct
that applies to all other judges. For example, the

ALJ code of conduct allows ALJs to make certain
political contributions otherwise prohibited by
the judicial code of conduct.
Recent exposure of corruption and collusion
among ALJs within the SSDI system underscores
the need to enforce greater judicial accountability.
Applying the judicial code of conduct to ALJs has
widespread support, including from the American Bar Association, which said that making ALJs
subject to and accountable under standards set
forth in the judicial code of conduct would “promote fairness and public trust in administrative
adjudication.”22
Savings: Applying the judicial code of conduct
to ALJs is an integrity-enhancing measure that
could also lead to positive changes, such as more
accurate decisions that reduce the total number
of SSDI awards. However, due to the high level of
uncertainty in potential financial impacts, we do
not include any estimated savings for this reform.
7. Conduct reviews of outlier judges. Up until
2009, almost a third of all ALJs approved applications in more than 80 percent of cases, while
less than 1 percent approved 20 percent or fewer
of their cases.23 Most of the cases decided by ALJs
have already been denied twice, so it seems logical that approval rates at the ALJ stage should
be lower. An analysis by Mark Warshawsky of
the Mercatus Center estimated the net cost of
mistaken approvals and denials by high-approvalrate and low-approval-rate judges to be almost
$72 billion in wrongful SSDI payments between
2005 and 2014.24

20. Office of the Inspector General, Social Security Administration, Audit Report: Claimant Representatives at the Disability Determination Services
Level, February 2014.
21.

In 2013 (the most recent year for which full data on administrative level decisions are available), 69 percent (195,966) of individuals who
were denied benefits at the reconsideration stage went on to appeal at the administrative level, which is typically where representatives
assist applicants. Based on an anticipated reduction in representatives seeking out applicants to help with their cases because of the lack of
guaranteed payment, we reduce the number of applicants at the ALJ stage by 1 percent each year (1,960 fewer administrative appeals) and
then apply the same percent approval rating (roughly 60 percent to 65 percent) to those figures, resulting in about 1,200 fewer applicants
receiving new benefit awards each year.

22. Thomas M. Susman, letter to the Honorable Senators James Lankford and Heidi Heitkamp on behalf of the American Bar Association,
June 1, 2016.
23. Mark J. Warshawsky and Ross A. Marchand, “Reforming the System of Review by Administrative Law Judges in Disability Insurance,”
Mercatus Center Working Paper, September 2015, https://www.mercatus.org/system/files/Warshawsky-Reforming-DI-Review.pdf (accessed
on March 1, 2019).
24. Ibid.
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The SSA has the authority to conduct preeffectuation reviews, which are reviews of ALJ
decisions before they are finalized and the claimant receives notice of the decision. These reviews
allow the Office of Disability Adjudication and
Review’s Division of Quality (DQ) to identify
potential errors in ALJ decisions. However,
pre-effectuation reviews are conducted at the
agency’s discretion and they must be randomly
assigned. To improve the effectiveness of quality
reviews, the DQ should be required to perform a
certain percentage of pre-effectuation reviews
(as is required by statute at the DDS level), and
some of those reviews should have to be targeted
to cases handled by high-approval-rate and lowapproval-rate judges.
Savings: This proposal would save an estimated $3.2 billion over the next 10 years, and
would reduce the program’s 75-year shortfall
by 4 percent. 25
8. Reduce target caseloads for ALJs. The SSA
sets a benchmark for ALJs to preside over 500
to 700 case dispositions (including decisions
and dismissals). This leaves very little time, on
average, for ALJs to review and issue decisions.
After factoring out vacation, holidays, and other
required ALJ activities, the 500-to-700-cases
target leaves ALJs with between 2.6 hours and
3.6 hours per case. Yet, a work analysis study
commissioned by the Association of Administrative Law Judges (AALJ) concluded that the
average SSDI case (655 pages in length) requires
7.1 hours of an ALJ’s time. 26 While about 18
percent of cases are dismissed and a small percentage can be handled “on the record” without
an actual hearing, the current caseload target
nevertheless leaves very little time for judges
to review cases, hold hearings, and issue wellinformed decisions.

Savings: Reducing the number of cases ALJs
hear each year would require additional spending to increase the number of ALJs who oversee
cases, but it would likely lead to more accurate
decisions, which could lead to significant savings. While we believe improved decisions would
lead to fewer erroneous approvals, we do not
include any estimated savings for this proposal
because of uncertainty over the size of those
potential savings.
Benefits. The government’s role in disability
insurance is intended to prevent workers who become
disabled from falling into poverty while also minimizing program costs to prevent workers from having to sacrifice an undue portion of their paychecks
for mandatory disability insurance. The current program does a poor job meeting these objectives in part
because of its benefit structure. To better meet the
needs of individuals with disabilities and to prevent
extraneous and unintended use of benefits, policymakers should adopt the following recommendations:
9. Establish a flat anti-poverty benefit. The disability insurance program began over six decades
ago as a small-scale, anti-poverty program—not
an income-replacement program. Despite its
explosion in size and costs since then, the program fails to keep a significant percentage of
its recipients out of poverty. Yet, it provides the
highest benefits to those with the least need.
Replacing the progressive benefit formula with
a flat, anti-poverty benefit could lift more than a
million individuals with disabilities out of poverty while also making the program financially
sound over the long term, ensuring that it is there
for individuals who truly need it.27
Shifting to a flat, anti-poverty benefit would
increase benefits for more than a third of new
SSDI beneficiaries.28 Those who could be subject

25. Ibid.
26. While the study estimated that the average case takes 7.1 hours, it estimated that short cases (206 pages) take 5.7 hours, and long cases
(1,065 pages) take 8.6 hours: Cheryl Paullin, Leaetta M. Hough, and Joseph Caramagno, “Administrative Law Judge Work Analysis Study,”
HumRRO, November 12, 2015, https://aalj.org/wp-content/uploads/bsk-pdf-manager/2017/07/HumRRO-Report-2015_052-AALJ-WorkAnalysis-Study_Nov-12_Single-Sided-Printing.pdf (accessed October 22, 2018).
27. Rachel Greszler, “Improving Social Security Disability Insurance with a Flat Benefit,” Heritage Foundation Backgrounder No. 3068, October 23,
2015, http://thf-reports.s3.amazonaws.com/2015/BG3068.pdf.
28. Ibid.
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CHART 2

A Flat Benefit Would Boost Benefits for Low-Income Workers
Under the current SSDI structure, individuals with the lowest incomes also receive the smallest
benefit checks. Based on current beneficiaries, an anti-poverty benefit would increase benefits for
38.5 percent of future beneficiaries while decreasing benefits for the other 61.5 percent.
Benefit
Groups
(502,958 people)

Flat
Current
Benefit
Benefit
Average Average*

$0–387

$194

$897

$388–430

$408

$897

$431–644

$537

$897

$645–728

$686

$897

$729–790

$759

$897

$791–842

$816

$897

$843–892

$867

$897

$893–945

$919

$897

$946–998

$971

$897

$999–1,056

$1,027

$897

$1,057–1,115

$1,085

$897

$1,116–1,183

$1,149

$897

$1,184–1,256

$1,219

$897

$1,257–1,338

$1,297

$897

$1,339–1,433

$1,386

$897

$1,434–1,550

$1,492

$897

$1,551–1,696

$1,623

$897

$1,697–1,895

$1,795

$897

$1,896–2,164

$2,029

$897

$2,165–2,322

$2,243

$897

DIFFERENCE

Benefits Cut ■

■ Benefits Added
+$703
+$489
+$360
+$211
+$138
+$81
+$30

–$22
–$74
–$130
–$188
–$252
–$322
–$400
–$489
–$595
–$726
–$898
–$1,132
–$1,346

* Under this flat benefit plan, all workers would receive an anti-poverty benefit equal to $1,026 in 2019, but across all beneficiaries (including
children and spouses), the average benefit would be $897.
NOTES: Data based on the total number of beneficiaries within each $100 range of benefits was converted into groups with equal numbers of
beneficiaries by altering the benefit ranges. Benefits were assumed to be equally distributed across each benefit range, meaning that the same
number of people receive $1,000 checks as receive $1,001 checks up through $1,099. The current benefit levels stated under the ranges represent
the median value.
SOURCE: Social Security Administration, “The Social Security Administration’s Progress in Reducing the Initial Disability Claims Backlog,” April
28, 2014, https://oig.ssa.gov/sites/default/files/audit/full/pdf/A-07-13-13073_0.pdf (accessed March 7, 2019,) and author’s calculations based on
analysis using the Heritage Foundation Social Security Model.
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to lower SSDI benefits if they were to become disabled could purchase private disability insurance
to add to the federal program’s benefits. Private
disability insurance typically provides more
generous coverage, higher benefits, and a more
efficient determination process that takes about
one-tenth of the time as SSDI.29
Savings: This proposal would save an estimated $188 billion over the next 10 years and
would reduce the program’s 75-year shortfall
by 220 percent.30
10. End double-dipping. Currently, some individuals receive both SSDI benefits as well as
Unemployment Insurance (UI) benefits. Yet,
by definition, an individual cannot be disabled
(meaning they are unable to work) and also
unemployed (meaning they are ready, able, and
willing to work). Congress should stipulate that
individuals should be disqualified from receiving SSDI benefits in any month in which they
receive UI benefits.
Savings: This proposal would save an estimated $6.4 billion over the next 10 years and
would reduce the program’s 75-year shortfall
by 8.3 percent.31
11. Limit retroactive benefits to six months,
instead of 12 months. When individuals apply
for and eventually receive SSDI benefits, they
receive two levels of back pay. First, they receive
payments for all the months between when
they first filed for SSDI benefits and when their
claim was eventually approved. Additionally,

individuals can receive up to 12 months’ worth of
“retroactive” payments dating back to their first
month of disability onset. The SSDI program only
requires that individuals wait five months, however, to apply for benefits after a disability onset.
Thus, retroactive payments should be limited to
six months to bring them in line with the program’s waiting period.
Savings: This proposal would save an estimated $19 billion over the next 10 years and
would reduce the program’s 75-year shortfall
by 23.1 percent.32
12. Offer an optional, private disability insurance (DI) alternative. Private DI has the
financial incentive to provide efficient and
accurate disability determinations and to help
workers remain in their jobs through accommodations or to assist them in rehabilitating into
new ones. While SSDI wait times often exceed
600 days, private DI determinations almost never
exceed 90 days. Private DI also offers greater
coverage and lower costs. Although it is not an
apples-to-apples comparison, a typical private
DI policy costs 0.5 percent of earnings or $250
per year while SSDI costs workers 1.8 percent of
earnings or $900 per year.33 If individuals did not
have to pay so much toward the federal SSDI program, they would have more money available to
purchase a superior product for a lower cost from
the private sector.
SSDI, on the other hand, is not only financially
insolvent, but it fails to help individuals who
are able, to recover and return to work. Losing

29. Rachel Greszler, “Private Disability Insurance Option Could Help Save SSDI and Improve Individual Well-Being,” Heritage Foundation
Backgrounder No. 3037, July 20, 2015, http://www.heritage.org/research/reports/2015/07/private-disability-insurance-option-couldhelpsave-ssdi-and-improve-individual-well-being.
30. Estimated savings are based on replacing the current SSDI benefit formula with a flat, anti-poverty benefit for all new SSDI applicants.
Workers would receive a benefit equal to the poverty level ($1,026 in 2019), while other SSDI beneficiaries (dependent children, spouses)
would receive a portion of that benefit, in line with the current portion they receive.
31. Estimated savings come from eliminating SSDI benefits in any month in which an individual also receives UI benefits.
32. Estimated savings are the result of providing six months instead of 12 months of back payments to new SSDI applicants.
33. Greszler, “Private Disability Insurance Option Could Help Save SSDI and Improve Individual Well-Being.” The two products—SSDI and private
DI—are not directly comparable. For starters, private DI provides broader, “own occupation,” as opposed to “any occupation” coverage and
it also replaces about 60 percent of earnings compared to about 45 percent for SSDI. Both SSDI and private DI costs are understated for
comparison purposes: first, private DI costs are lower than they would be absent the SSDI program because some individuals can also qualify
for SSDI benefits that directly offset private DI payouts. For SSDI, the program’s actual costs of about 2.1 percent exceed the 1.8 percent
payroll tax that it charges.
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CHART 3

A Flat Benefit Would Repair SSDI Insolvency
and Significantly Reduce Program Costs
Implementing a flat
anti-poverty benefit for all new
SSDI beneficiaries would more
than solve SSDI’s projected
shortfalls. It would generate
$233 billion in savings between
2020 and 2029, compared to a
$64.2 billion shortfall projected
for the SSDI program over that
same period. These savings
would grow over time and
allow a significant reduction in
the SSDI payroll tax rate.

IN BILLIONS

■ Flat benefit savings

■ SSDI shortfall
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SOURCE: Social Security Trustees 2018 Annual Report and author’s calculations using the Heritage Foundation Social Security Model to estimate
implementation of a flat anti-poverty benefit to all DI beneficiaries with awards beginning in 2020.
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the ability to work is a traumatic experience for
most individuals, as work brings dignity and satisfaction. Most individuals who face disabling
conditions would rather regain some work capacity and at least partially provide for themselves
than become dependent on the government or
others. Yet, the SSDI program does almost nothing to help individuals gain the capacity to work
and it can even hinder their potential recovery
by making individuals wait two years before they
qualify for Medicare benefits.
If more workers had private DI, they would likely
benefit from a more efficient disability determination process and significantly improved
rates of returning to work. These benefits for

heritage.org

individuals with disabilities would lead to lower
SSDI costs. To improve both the well-being of
individuals with disabilities and the efficiency
and solvency of the SSDI program, Congress
should allow employers and self-employed individuals to receive a payroll tax credit against
their required disability insurance tax if they
choose to provide their employees with qualified
private DI (covering at least the first two years
of disability benefits).34
Savings: This proposal would save an estimated $14 billion over the next 10 years and
would reduce the program’s 75-year shortfall
by 19 percent.35

34. The authors estimate that a payroll tax credit of roughly 0.35 percentage points out of the employer’s current 0.9 percentage point tax would
be an appropriate level to cover employers’ costs of providing private DI while also reducing costs for the SSDI program.
35. Estimated savings are the result of lower disability incidence rates stemming from a more efficient and accommodative private DI system. We
estimate that 2.1 percent fewer individuals would qualify each year for SSDI benefits as a result of some employers opting to provide private
DI for the first few years of coverage.
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CHART 4

Shorter Wait Times with Private
Disability Insurance Providers
The average private disability insurance
application process, from filing a claim
through receiving an appeal
determination, is faster than the SSDI’s
claim process alone.
556
WAIT TIME, IN DAYS

■ Appeal to
Determination
■ Claim to Initial
Determination

86
45*
41
Private

449

107
SSDI

* Data was not available on the average wait time for private
appeals decisions, but federal law (ERISA) requires private DI
to make both initial and appeal determinations within 45 days
of claims receipt.
SOURCES: Social Security Administration Office of the
Inspector General, “Evaluation Report: The Social Security
Administration’s Progress in Reducing the Initial Disability
Claims Backlog,” April 2014, http://oig.ssa.gov/sites/default/
files/audit/full/pdf/A-07-13-13073_0.pdf (accessed July 15,
2015); Administrative Law Judge Case Statistics, “All States,”
http://www.disabilityjudges.com/state (accessed July 15,
2015); and Gen Re, Disability Fact Book, 7th ed.,
2013–2014, p. 7.
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13. Include unearned income in the measure of
substantial gainful activity (SGA). Currently,
only income earned through work counts toward
SGA, but this allows individuals with significant
unearned income from investments and other
sources to receive disability insurance benefits

that are intended to be for workers who do not
have enough income to provide for themselves.
It should not matter whether individuals receive
income from work or from investment earnings.
Although individuals can choose when to realize
certain unearned income, this provision would
at least help prevent benefits from going to those
who have significant other means of income to
provide for themselves.
Savings: Although this proposal would generate
some savings by limiting SSDI resources to individuals with incomes below the SSDI earnings
limits, the savings would be minimal because
most people on SSDI do not have substantial nonearnings incomes. Thus, we do not include any
estimated savings for this proposal.
Ongoing Eligibility. In addition to too many people entering the SSDI rolls, too few people ever leave
the program to return to work. To better ensure that
SSDI resources only go to the program’s intended
population, policymakers should:
14. Establish time-limited, needs-based benefits. Disabilities vary significantly from person
to person, and yet, the current system prescribes
a one-size-fits-all benefit structure that fosters
government dependence instead of personal
autonomy and independence. The SSDI program
does this by failing to set expectations that individuals will return to work upon recovery, and
failing to end benefits if individuals become capable of working. Even with a significant uptick in
return-to-work rates in 2016, less than 1 percent
of beneficiaries exited the rolls due to medical
improvement or earning above the SGA level,36
and less than 3 percent of SSDI beneficiaries ever
exit the program in order to return to work.37
Most individuals with disabilities would far
rather work and support themselves, and many
individuals with disabilities are capable of working in some capacity. However, the SSDI program

36. Social Security Administration, Annual Statistical Report on the Social Security Disability Insurance Program, 2016, “Benefits Terminated for All
Disabled Beneficiaries,” p. 131, Table 49. Number and Rate, 1960–2016.
37. Larry J. Butler, testimony before the Subcommittee on Energy Policy, Health Care, and Entitlements, Committee on Oversight and Government
Reform, U.S. Congress, June 27, 2013, https://oversight.house.gov/wp-content/uploads/2013/06/Butler_Statement_2013_06_271.pdf
(accessed August 31, 2018).
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has become an effective benefits-for-life model
that does little or nothing to help and encourage
individuals to get back to work if they are able.
Congress could better meet the needs of individuals with disabilities and more appropriately
target program resources by implementing a
needs-based benefit structure.38 Individuals who
qualify for SSDI with temporary conditions that
are expected to improve with time and treatment
would receive a needs-based benefit for a limited
time of two years, coupled with incentives to help
them transition back to the labor force.39 Individuals with temporary benefits whose conditions
failed to improve would be eligible to reapply for
benefits via an expedited review process, within
six months of their benefits expiring. Individuals
with terminal or deteriorating conditions would
continue to receive benefits without a time limit,
as is the case today.
Savings: This proposal would save an estimated
$4 billion over the next 10 years and would reduce
the program’s 75-year shortfall by 7 percent.40
15. Strengthen continuing-disability reviews
(CDRs). Individuals who recover from a disability and regain the capacity to work are
supposed to leave the program and return to
work. Yet, virtually everyone who enters the
program—about 97 percent—stays in the program. Part of this is due to the fact that SSDI
does almost nothing to help individuals return
to work, but a lack of sufficient enforcement by
the SSA is also to blame. The SSA is supposed to
conduct CDRs either every three years or when
the commissioner determines them appropriate,
depending on disabled workers’ initial disability
determinations.

Yet, often CDRs are not conducted as scheduled,
and in many instances, CDRs consist of nothing
more than mailing beneficiaries check-the-box
postcards to ask if they are still disabled. Comprehensive CDRs are an important component
to maintaining program integrity and preventing individuals who are no longer unable to work
from continuing to receive benefits. Congress
should require the SSA to conduct a CDR every
two years for individuals with disabilities for
whom improvement is expected, and every five
years to seven years for all others.
Savings: This proposal would save an estimated $12 billion over the next 10 years and
would reduce the program’s 75-year shortfall
by 15.8 percent.41
16. Eliminate the Medical Improvement Review
Standard (MIRS) in the CDR process. When
the SSA performs CDRs to determine if individuals are still unable to work, it uses an MIRS. This
standard dictates that an individual remains disabled if his condition has not improved since the
initial determination. Initial determinations are
sometimes inaccurate, however (whether due to
rubber-stamping judges or false reports), or individuals could have multiple disabling conditions
and recover from some but not all. The MIRS
can allow individuals who would not otherwise
qualify to receive benefits to continue doing so.
Congress should eliminate the MIRS and mandate that CDRs rely instead on the same disability
determination standards as the original determination process.
Savings: This proposal would save $2 billion over
the next 10 years and would reduce the program’s
75-year shortfall by 3.4 percent.42

38. See the Social Security Disability Insurance Return to Work Act of 2017, H.R. 1540 and S. 654.
39. Romina Boccia, “A Pathway to Work for Social Security Disability Beneficiaries,” The Daily Signal, March 17, 2017, https://www.dailysignal.
com/2017/03/27/a-pathway-to-work-for-social-security-disability-beneficiaries/.
40. Estimated savings are the result of more individuals returning to work after a period of receiving disability insurance benefits. We estimate
that the percent of individuals leaving the SSDI roles would increase by 0.74 percent per year.
41.

Estimated savings are the result of more individuals returning to work due to more accurate and more frequent CDRs. We estimate that the
percent of individuals leaving the SSDI roles would increase by 1.9 percent per year.

42. Estimated savings are the result of more individuals returning to work due to more accurate CDRs. We estimate that the percent of individuals
leaving the SSDI roles would increase by 0.3 percent per year.
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TABLE 1

Recommended Reforms to Improve the SSDI Program
The following recommended reforms to SSDI would collectively save $291 billion (317 percent) over a
10-year period as calculated by a dynamic model. Figures listed below represent the savings for each
reform as a stand-alone proposal.
Years 1–10
Savings
(billions $)

% Reduction in
75-Year Actuarial
Deficit (“Shortfall”)

$32.0

41.0%

$6.4

8.2%

—

—

—

—

$9.6

13.0%

—

—

$3.2

4.0%

—

—

$188.0

220.0%

$6.4

8.3%

Limit retroactive benefits to six months, instead of 12 months

$19.0

23.1%

Offer an optional, private disability insurance (DI) alternative

$14.0

19.0%

—

—

$4.0

7.0%

$12.0

15.8%

$2.0

3.4%

Eligibility
Eliminate the “grid” qualifications of age, education, and work experience
Update the official list of jobs available in the national economy
Allow use of social media in eligibility determinations*
Application Process
Eliminate the reconsideration stage*
End direct payment to SSDI representatives
Administrative Integrity
Apply judicial code of conduct to ALJs*
Conduct reviews of outlier judges
Reduce target caseloads for ALJs*
Benefits
Establish a flat anti-poverty benefit
End double-dipping

Include unearned income in the measure of substantial gainful activity (SGA)*
Ongoing Eligibility
Establish time-limited, needs-based benefits
Strengthen continuing-disability reviews (CDRs)
Eliminate the Medical Improvement Review Standard in the CDR process
* Although these proposals could result in significant savings to the SSDI program, we do not include
estimated savings because the impacts of the policies on outcomes and SSDI costs are highly uncertain.
SOURCE: Author’s calculations based on data in the 2018 Social Security Trustees Report and using the
Heritage Foundation Social Security Model.

Conclusion

Following alongside strong economic growth over the
past few years, fewer people are using SSDI as a long-term
unemployment program. Although this has partially
alleviated SSDI’s projected deficits, the program is still
insolvent (it is projected to run out of money around
2032) and still in need of substantial reform. Regardless of its finances, the SSDI program suffers massive

BG3396
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inefficiencies, it does not serve individuals with disabilities well, and it is plagued with misuse and abuse.
Comprehensive SSDI reform should emphasize
recovery over dependence, focus benefits on preventing poverty rather than replacing income, correct inefficiencies and inequities in the determination
process, and improve the integrity of the program to
preserve benefits for those who truly need them.
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Following those criteria, Congress and the SSA
should: (1) eliminate the qualification “grids”; (2)
update the official list of available jobs in the national economy; (3) allow use of social media in eligibility determinations; (4) eliminate the reconsideration
stage; (5) end direct payment to SSDI representatives;
(6) apply judicial code of conduct to ALJs; (7) conduct
reviews of outlier judges; (8) reduce target caseloads
for ALJs; (9) enact a flat, anti-poverty benefit; (10) end
double-dipping; (11) limit retroactive benefits to six
months, instead of 12 months; (12) offer an optional,
private DI alternative; (13) include unearned income
in the measure of SGA; (14) establish time-limited,
needs-based benefits; (15) strengthen continuing
disability reviews; and (16) eliminate the MIRS in
the CDR process.


Each of these changes would improve the SSDI
program, and together they would transform it into
a vastly more effective, compassionate, and responsible program that meets the needs of individuals with disabilities at less than half the cost of the
current program.
—Rachel Greszler is Research Fellow in Economics,
Budget, and Entitlements in the Grover M. Hermann
Center for the Federal Budget, of the Institute for
Economic Freedom, at The Heritage Foundation. Drew
Gonshorowski is Senior Policy Analyst for Simulations
in the Center for Data Analysis, of the Institute for
Economic Freedom. Romina Boccia is Director of the
Hermann Center.
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Appendix: About The Heritage Foundation Social Security Model
The Heritage Foundation Social Security Model
includes a dynamic microsimulation model that
allows for analysis of policy changes in the Social
Security Disability Insurance program. This model
is based on current-law policy and can simulate the
individual effects of many types of reforms, ranging
from small changes in eligibility to big changes in
payroll taxes and benefit levels.
This model simulates the lifetime social security experience of birth cohorts based on scenarios
defined by assumptions in the most recent Social
Security Trustee’s report. Alternatively, the model
can simulate uncertain scenarios using a Monte Carlo
method. Such a method essentially runs the model
hundreds, or even thousands, of times while allowing
standard assumptions, such as labor force participa-

tion, birth rates, or economic growth to vary across
each run. Monte Carlo simulations provide a range of
outcomes as opposed to a single point estimate.
A score represents model runs that change these
scenarios according to the new policy and compare it
to a simulation that represents current law, or a baseline scenario. The Heritage model provides effects
over the short term (annual levels) and long term
(stretching up to 75 years in the future).
Policies scored in this Backgrounder tend to
include changes to take-up rates, or disability incidence rates, depending on the different scenarios.
Where possible, we incorporate independent and
outside research to inform expectations, or assumptions, for model runs.
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