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chronic health condition must 
not only seek out wage replace-
ment but also pursue alternative 
sources of health insurance. 
Health insurance is often more 
valuable than cash benefits to 
disabled workers who have high 
levels of medical needs. Howev-
er, purchasing private insurance 
is rarely an option, owing to 
high costs and structural barri-
ers such as lifetime spending 
caps, waiting periods, and exclu-
sions of preexisting conditions 
from coverage. Disabled workers 
often apply for public financial 
disability benefits in part to ob-
tain public health insurance — a 
uniquely American phenomenon 

that we call health insurance–
motivated disability enrollment 
(HIMDE).

We believe that HIMDE is an 
important driver of the unsus-
tainable growth in enrollment 
in public assistance programs 
for people with disabilities. The 
Social Security Administration 
currently has programs — such 
as the Ticket to Work and Med-
icaid Buy-In programs — that 
address this problem by preserv-
ing health insurance benefits for 
disability-program enrollees who 
return to work. These programs 
cannot address the systemwide 
cost and structural factors con-
tributing to HIMDE, but certain 

reforms included in the Affordable 
Care Act (ACA) do address such 
factors — meaning that stabili-
zation of federal disability pro-
grams through a reduction in 
HIMDE is an unacknowledged 
but important benefit of the ACA.

The Social Security Adminis-
tration operates two large dis-
ability programs: Social Security 
Disability Insurance (SSDI) and 
Supplemental Security Income 
(SSI). Both define disability as the 
inability to engage in substantial 
gainful activity due to a medically 
determinable physical or mental 
impairment. SSDI eligibility and 
benefit levels are determined by 
work history and funded by pay-
roll taxes, whereas SSI eligibility 
and minimum benefit levels are 
based on low income and fund-
ed by general tax revenues. Some 
7.8 million working-age adults re-
ceive SSDI benefits, 4.5 million 
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receive SSI benefits, and 1.6 
million receive both. Enrollment 
in both programs has grown sub-
stantially in the past two decades 
(see graph). SSDI’s current benefit 
payments exceed program reve-
nues, and the disability portion 
of the Social Security Trust Fund 
may be exhausted within the next 
4 years.1

Although Medicare and Med-
icaid funds are not as immedi-
ately vulnerable as SSDI, the cost 
of these programs is a perennial 
concern. Unsustainable enrollment 
growth in disability programs 
contributes to this cost because 
Medicare and Medicaid coverage 
are closely linked to receipt of 
SSDI and SSI: SSDI beneficiaries 
receive Medicare 24 months after 
their financial benefits start, and 
most new SSI beneficiaries are 
simultaneously deemed eligible for 
Medicaid coverage.

Because of these eligibility 
linkages, SSDI and SSI enrollees 
historically lost their public health 
insurance, as well as their trans-
fer income, when they returned to 
work. Since the mid-1980s, the 

U.S. Congress and the Social Se-
curity Administration have exper-
imented with program changes to 
encourage people to return to 
work. Among these changes are 
programs that allow former en-
rollees whose earnings exceed the 
income threshold to keep their 
public health insurance. The Tick-
et to Work and Work Incentives 
Improvement Act allows SSDI 
beneficiaries who are reentering 
the workforce to keep their Medi-
care coverage for as long as 8.5 
years while their income support 
is gradually withdrawn. This law 
also authorizes optional Medicaid 
Buy-In programs for disabled 
workers, which are currently avail-
able in 32 states. Despite these 
programs, returning to work is 
the exception rather than the rule: 
in 2009, only 1% of SSDI benefi-
ciaries left the program’s rolls.2

The ACA contains multiple 
major reforms that should affect 
HIMDE more than previous ef-
forts have done. Most important, 
it will increase insurance-cover-
age options for disabled workers, 
which could both reduce new 

health insurance–motivated appli-
cations for disability benefits and 
increase the percentage of enroll-
ees who return to work. The law 
contains several policy changes 
that benefit various subgroups 
of people with disabilities. Ex-
tending parents’ health insurance 
coverage for children to the age of 
26 may encourage young adults 
with developmental disabilities to 
enter the workforce. Prohibiting 
insurance rescission and eliminat-
ing lifetime caps on insurance 
payouts may make private insur-
ance more attractive for adults 
with progressive chronic condi-
tions. Eliminating preexisting-
condition exclusions will open 
the private insurance market for 
the first time to many adults 
with chronic illness and disabil-
ity. Offering premium credits 
and cost-sharing credits will im-
prove coverage and affordability 
for all workers, including those 
with disabilities. Capping annu-
al deductibles at $2,000 for indi-
viduals and $4,000 for families 
should help to reduce out-of-
pocket costs. Consequently, fewer 
disabled workers will need to rely 
on public insurance obtained 
through disability benefits.

Although nearly all employers 
with 50 or more workers offer 
health insurance, only 42.1% of 
firms with fewer than 50 work-
ers offered insurance in 2008 
and 2009.3 As the private insur-
ance market becomes more ac-
cessible and affordable for people 
with disabilities, they will be 
able to afford to work for these 
smaller firms that do not current-
ly offer insurance. As a result, dis-
abled workers who are younger 
or healthier or have higher levels 
of education will be more likely to 
enter or remain in the labor mar-
ket instead of applying for dis-
ability benefits.
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SSDI denotes Social Security Disability Insurance, and SSI Supplemental Security 
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In addition to making the pri-
vate insurance market more ac-
cessible, the ACA will also change 
the public insurance landscape for 
disabled workers. The law origi-
nally required all 50 states to pro-
vide Medicaid coverage for per-
sons with incomes below 138% 
of the federal poverty level, but 
the Supreme Court has ruled that 
such an expansion is not manda-
tory.4 The effect of Medicaid ex-
pansion on HIMDE will therefore 
vary by state. States that currently 
have very low income-eligibility 
thresholds or do not cover child-
less adults will dramatically in-
crease the number of adults eli-
gible for Medicaid if they opt to 
expand their programs. Adults 
with potentially work-limiting 
disabilities residing in these states 
will be able to obtain Medicaid 
without first obtaining SSI through 
disability eligibility.

Despite these changes, there is 
unlikely to be an immediate large 
and sustained drop in enrollment 
in disability programs, owing to 
various economic and demographic 
factors. The aging of the U.S. pop-
ulation, tight economic conditions 
driving disabled workers out of 
the job market, and the raising 
of the retirement age will all in-
crease pressure on disability pro-
grams even as HIMDE decreases 
after the ACA’s implementation. 
Through its influence on the pub-
lic and private insurance markets, 
the ACA will reduce HIMDE, ad-
dressing one major source of 
disability-program growth. As the 
ACA is implemented and evaluat-
ed, we urge health services and 
disability researchers to consid-
er a reduction in HIMDE as an 
important measure of the success 
of health care reform for Ameri-
cans with disabilities.
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