PAGE  

Year 5 Small Grant Research Report to the Disability Research Institute 

THE RELATION BETWEEN DISABILITY INSURANCE BENEFITS, THE RESERVATION WAGE AND RETURN TO WORK

Sophie Mitra
, Principal Investigator

March 2006
Table of Contents


Acknowledgements.…………………………………………………………….. 
  iii

Abstract ………………………………………………………………………….. 
   iv
Summary………………...………………………………………………………..
    v

Introduction ………………………………………………………………………
 1
1.
Background…………………….…………..……………………………………..
 4
1.1. 
SSDI and Return to Work………………………………………………………….
 4
1.2.
Continuing Disability Reviews ……………………………………………………
 6
1.3. 
Terminations due to Recovery…………………………………………………….
 7
1.4. 
Literature Review………………………………………………………………….
 9
1.5
Data………………………………………………………………………………..
11
2.
Reservation Wage and Return to Work Analysis…………………….………
12
2.1.
Background on Reservation Wages……………………………………...………..
12
2.2.
Reservation Wage Data……………………………………………………………
14
2.3.
Descriptive Statistics……………………………..………………………………..
16
2.4.
Distribution of the Reservation Wage Ratio……………………………………….
18
2.5. 
The Reservation Wage Equation…………………………………………………..
21
3.
Job Search and Return to Work Analysis………………………………………
29
3.1.
Descriptive Statistics……………………………………………………………….
29
3.2. Job Search and Return to Work………………………………………………………
32
3.2.a. Empirical Strategy…………………………………………………………………
33
3.2.b. Results……………………………………………………………………………..
35
4.
Recovery Termination and Return to Work…………………………………..
39
4.1 Job Search and Work among those who Recover and those who Do Not……………
39
4.2 Recovery Termination and Employment Outcomes………………………………….
40
4.3 Terminated Beneficiaries as a Comparison Group……………………………………
42
Conclusion ………………………………………………………………………………..
44
References………………………………………………………………………………….
50

Tables and Figures………………………………………………………………………
53

Appendixes………………………………………………………………………………..
67
List of Tables and Figures

Table 1: Distribution of Reported Reservation Wages

Table 2: Cumulative Distribution of the Reservation Wage Ratio

Table 3: Descriptive statistics and data sources

Table 4: Determinants of the reservation wage

Table 5: Determinants of the Reservation Wage on Sub-Samples
Table 6: Descriptive Statistics on Job Search

Table 7: Tobit Estimates of Job Search Efforts and Probit Estimates of Termination 

due to Medical Recovery

Table 8: Probit Estimates of Return to Work Outcomes

Table 9: Terminations due to Recovery and Return to Work 

Figure 1: Terminations per 1,000 beneficiaries by reason, 1977-2002

Figure 2: Mean Earnings and Percentage of Persons with Work Earnings by Termination 

Status

Figure 3: Start of Job Search and Work Earnings for Terminated Beneficiaries

Acknowledgments: The research reported in this paper was performed pursuant to a grant (10-P-98360-5-05) from the U.S. Social Security Administration (SSA) funded as part of the Disability Research Institute. The opinions and conclusions expressed are solely those of the author and should not be considered as representing the opinions or policy of SSA or any agency of the Federal Government.  I have benefited from discussions with Monroe Berkowitz, Debra Brucker, Mark Killingsworth, and insightful comments on an earlier version by Julie Hotchkiss, Douglas Kruse, Scott Muller, David Stapleton and participants of the 2005 annual meeting of the Labor and Employment Relations Association (LERA). All remaining errors or omissions are those of the author. 

Abstract: 
Using data from the New Beneficiary Data System, this study examines the reservation wages, job search and return to work behavior of a sample of Social Security Disability Insurance (SSDI) beneficiaries. None of the past studies on the reservation wage used data on SSDI recipients. In 1991, 13% of a cohort of beneficiaries who joined the rolls in 1981-82 and did not work since then, report being willing to work if offered a job and their reservation wages. Almost half of these SSDI recipients require a wage that is more than 80% of the last wage earned. A relatively high reservation wage compared to the last wage earned may explain the low return to work rates of SSDI beneficiaries. The report next investigates the determinants of the reservation wage in a regression framework. Non-labor income and whether the person had transitioned to the old age program are key determinants of the reservation wage.
This study also assesses the extent and the determinants of job search efforts, return to work and recoveries among SSDI beneficiaries during the 1980s. The job search and return to work analysis is conducted in two steps. First, I evaluate the effectiveness of job search methods for SSDI beneficiaries. Second, I follow a comparison group approach proposed by Bound (1989) and estimate an upper-bound of the return to work potential of SSDI beneficiaries. Results indicate that none of the search methods used, including state vocational rehabilitation and private employment agencies, has a significant positive impact on employment outcomes and that SSDI beneficiaries still on the rolls appear to under-report their job search efforts. In addition, more than 60% of terminated workers terminated due to a recovery work above the earnings limit following termination. 

Summary:

Using data from the New Beneficiary Data System, this study examines the reservation wages, job search and return to work behavior of a sample of Social Security Disability Insurance (SSDI) beneficiaries. The paper has several results of interest.

· The first result of interest is that a significant portion of beneficiaries report being likely to accept a job if offered one. Based on the NBDS, 13% of SSDI beneficiaries who did not work since joining the rolls in 1981-82 reported in 1991 that they would be willing to work if offered a job and reported their reservation wages.

· The second result of interest is that the reservation wages of SSDI beneficiaries are relatively high compared to the last wage earned before joining SSDI. Less than half of them would want a wage that is 80% or less of the last wage earned before getting onto SSDI. Because one would expect that this group on SSDI that has been out of the labor force for several years would suffer a wage cut in order to get a job, their probability to return to work and leave the rolls seems to be limited for this group.

· A third important result of this study is the heterogeneity between persons still on SSDI and those that have moved to the old age program. The sub-samples of persons who have shifted to the Old Age program and those who are still on SSDI have mean reservation wage ratios of 0.91 and 1.38 respectively and the former has a more dispersed distribution. This result was also reached in a regression framework. This heterogeneity between the two groups may result in part from the different incentives both groups face in terms of benefit receipts and work earnings. Longitudinal data is not available to investigate the impact of changes in the earnings limit and benefit offset rate on the reservation wage as persons transition to the old age program. 

· A fourth result of interest is that the non labor income beside the benefit is positively associated with the reservation wage while the benefit amount per se is not. This result suggests that reducing the benefit amount may not affect the reservation wage and possibly the return to work behavior of SSDI beneficiaries. 

· I also find that13.6% of the sample SSDI beneficiaries report that they searched for a job since joining SSDI. The data also indicate that SSDI beneficiaries may be underreporting their job search efforts.

· Another important result of the job search analysis is that none of the search methods used, including leads from state vocational rehabilitation and private employment agencies, has a significant impact on employment outcomes. 

· Finally, I find that more than 60% of beneficiaries terminated due to a recovery work above the earnings limit following termination. Using a comparison group approach, this result suggests that a maximum of 60% of SSDI beneficiaries would work if they were not on the rolls. 

THE RELATION BETWEEN DISABILITY INSURANCE BENEFITS, THE RESERVATION WAGE AND RETURN TO WORK

Sophie Mitra

Introduction

The objective of this report is to examine the reservation wages of social security disability insurance (SSDI) beneficiaries, and derive implications for return to work policy. In the labor leisure choice model, the reservation wage is a fundamental aspect of the decision to work or not to work. The reservation wage is the amount a beneficiary would need to earn at work in order to accept a job. For a beneficiary to return to work, the market wage would need to exceed the reservation wage. If return to work is rare among beneficiaries, it may be because beneficiaries are unable to work or because the wages they would earn in the labor market are well below their reservation wages. 

This report is at the crossing of two separate literatures. The first one deals with the labor market implications of disability benefit programs
. In the 1990s, interest was in part generated by the steady rise of the rolls of the disability benefit programs despite the strong labor demand in the United States (e.g., Autor and Duggan (2003), Stapleton and Burkhauser (2003)). Much of this research was focused on benefit levels, exits from the labor force and screening stringency at the entry into the program. However, growth in the SSDI rolls can also be affected by changes in exit rates, including return to work rates, which is the focus of this paper. Only a few studies have dealt with return to work and have generally focused on worker’s compensation (Butler, Johnson and Baldwin (1995), Galizzi and Boden (2003)). 
Secondly, this paper is related to the extensive literature on reservation wages and their determinants: this literature has mainly focused on the reservation wages of the short-term unemployed, on unemployment insurance recipients in particular (e.g., Feldstein and Poterba (1984), Haurin and Sridhar (2003)). Reservation wage data is typically not available for SSDI recipients. Surveys such as the Current Population Survey and the Survey of Income and Program Participation collected reservation wage data for persons who are unemployed. SSDI recipients and more generally, persons who report being unable to work due to a disability are counted as not in the labor force and therefore would not typically be asked to report their reservation wages. This paper uses a unique data set, the New Beneficiary Data System, which has reservation wage data for SSDI beneficiaries. Beside the lack of data, another reason for the lack of research on reservation wages for SSDI recipients is that these individuals have passed the disability test that demonstrates their inability to work above an earnings limit. One may therefore wonder why beneficiaries would have a reservation wage if they are considered as unable to work. SSDI benefit terminations due to return to work (RTW) are rare: in 2003, the recipients that were terminated from the rolls due to return to work stood at 0.5% of the total number of beneficiaries (SSA (2003a)).

However, reservation wages of SSDI beneficiaries are important in the context of return to work policies for the SSDI program. From the establishment of the SSDI program in 1956 until recently, modest return to work policies were implemented and their ineffectiveness was demonstrated (e.g., Hennessey and Muller (1994)). After the passage of the Ticket to Work and Work Incentives Improvement Act of 1999, several programs and experiments were launched and new initiatives to improve the return to work records appeared in the disability plan of the Social Security commissioner (Barnhart (2003)). This recent interest in return to work is not limited to the United States (e.g., Block and Prinz (2001)), nor to disability programs. Several welfare programs around the world have changed in recent years so as to encourage employment and self-reliance among recipients
. In the U.S., effective return to work policies may be a way to contain the growth of the disability rolls. The potential savings of return to work policies to the Social Security Trust Fund are large. According to GAO (1999), if an additional 1% of the SSDI and SSI (Supplementary Security Income) working age population were to leave the rolls due to return to work, lifetime disability cash benefits would be reduced by $3 billion.

For disability programs, return to work policies are based on the assumption that there is a pool of beneficiaries who have work capabilities and represent potential labor force returnees. In the SSDI program, disability is defined as follows: “the inability to engage in any substantial gainful activity by reason of any medically determinable physical or mental impairment which can be expected to result in death or which has lasted or can be expected to last, for a continuous period of not less than 12 months” (SSA (2003a)).  It is inherently difficult to determine whether or not a person is able to engage in any substantial gainful activity. Two persons may have the same impairment but end up with different work capabilities because of differences in the environments they live in and in unobservables (e.g., motivation). Classification errors are therefore made. Some studies have found that a significant portion of SSDI beneficiaries are not disabled while others who are rejected are disabled (e.g., Benitez-Silva et al (2004), Nagi (1969)).

For these reasons, an investigation of the determinants of the return to work behavior of beneficiaries is warranted, and an analysis of their reservation wages, job search behavior and return to work outcomes is part of this effort. Section 1 includes a review of the policy background and the literature on SSDI and return to work. Section 2 and 3 present the reservation wage and job search analyses respectively. Section 4 addresses the return to work outcomes of beneficiaries who have been terminated due to recovery and the last section of the report presents a summary of the results, policy recommendations and suggestions for future research. 
1. Background
1.1. SSDI and Return to Work

Why expect SSDI beneficiaries to seek employment and return to work? A job seeker needs to have work capabilities. While program eligible individuals are considered unable to work beyond an earnings limit at the time they are awarded SSDI, they may search for employment below the program’s earnings limit and stay on the rolls after finding a job. If individuals search for a job above the program’s earnings limit, then finding a job would imply being terminated from the rolls. Termination from SSDI would not take place immediately though. There is first a nine-month trial work period during which the person can earn above the earnings limit and continues to receive benefits. At the end of the trial work period, the beneficiary has a three-year extended period of eligibility during which benefits are withheld for those months when earnings are above the earnings limit. Once the extended period of eligibility is over, the person is terminated from the SSDI rolls due to return to work. 

The ability to work above the earnings limit may take place after the individual has spent some time on the disability rolls as employment opportunities in the economy may have changed, or the disability may have been a temporary one. In addition, because it is, in practice, very difficult to determine whether or not a person is able to work, it is likely that classification errors are made and that some persons who are on the rolls are not disabled, while others who are rejected are disabled. Some studies have found that a significant portion of SSDI applicants are not disabled at the time they join the rolls while others are disabled and yet are rejected (e.g., Benitez-Silva et al (2004), Nagi (1969)). With the termination of benefits once beneficiaries work above the earnings limit and generous earnings replacement ratios, there is an incentive for SSDI beneficiaries who are capable of working not to work or to work below the earnings limit.

Beyond benefit levels, there is another policy tool that may affect a beneficiary’s job search efforts and work outcomes: the supply of free vocational rehabilitation services. Vocational rehabilitation services are available to a wide range of persons with disabilities, including some SSDI recipients and denied applicants. These services have traditionally been provided by state public agencies. Not every SSDI recipient is eligible for vocational services, one needs to be selected into the services and eligibility criteria vary from state to state. Vocational rehabilitation services include physical therapy, general education, job counseling, job training and job placement. Job placement services provided by vocational rehabilitation agencies can be considered as a method used as part of a job search. 

Starting in 2002, SSA rolled out the Ticket to Work and Self-sufficiency program (Ticket to Work), which allows SSDI and SSI beneficiaries who have been given return to work ‘tickets’ to redeem their tickets with a vocational rehabilitation and other employment service provider of their choice among an array of approved public and private providers referred to as employment networks. The program is voluntary and was phased in nationally over a three-year period. Before the Ticket to Work program, SSA would reimburse state vocational rehabilitation agencies for services provided to beneficiaries if the beneficiary achieved earnings above SGA for at least nine months after the completion of services, subject to certain payment limits. Under Ticket to Work, state vocational rehabilitation agencies can continue to use this traditional payment system, but they may opt to use one of two new payment systems that have much stronger incentives tied to exit from the SSI and SSDI rolls. Further, they must now compete with private providers, which are eligible to use either of the new payment systems, but which are not eligible to use the traditional system.
1.2. Continuing Disability Reviews
A beneficiary may be terminated from the SSDI after demonstrating a recovery following the completion of a trial work period and the extended period of eligibility. In addition, a beneficiary may be terminated after being assessed as having recovered as part of a ‘continuing disability review’ (CDR). After deciding that an individual has a disability, SSA is required under the Social Security Disability Amendments of 1980 to evaluate the impairment to determine whether or not the disability continues. To fulfill this obligation, SSA conducts a CDR, which may lead to terminations from the rolls.

During a CDR, the beneficiary is asked to provide information about any medical treatment he or she has received and any work he or she might have done. A team comprising a disability examiner and a doctor will determine whether the person is still disabled and should stay on the rolls.  If they decide that the person is no longer disabled and is to be terminated, benefits stop three months after the beneficiary is notified of the termination (SSA (2003a)). 

CDRs can be triggered in two different ways, and reference is made below to ‘medical’ and ‘work’ CDRs to differentiate the two. A medical CDR takes place from time to time depending on the severity of the impairment and the likelihood of improvement (SSA (2003a)): (i) if improvement is expected, then a first review will take place six to 18 months later; (ii) if improvement is possible, the review will take place about every three years; (iii) if improvement is not expected, the case will be reviewed only five to seven years later. 

Work CDRs are triggered by different types of events, which are described in detail in GAO (2004). Most work reviews are generated by Social Security’s review enforcement operation, which involves periodic computer matches between Social Security’s administrative data and Internal Revenue Service wage data. When earnings exceed a specified threshold, then a work review takes place. Work reviews can be triggered by other events such as reports from state vocational rehabilitation agencies or anonymous tips. It is also possible that as part of the medical review, evidence is found that the person may be working, thus prompting Social Security to conduct a work review. 

1.3. Terminations due to Recovery
Until 2002, SSDI benefit terminations following work and medical CDRs were recorded together in SSA administrative data system. In this paper, I refer to terminations following work and medical CDRs under the umbrella term of ‘termination due to recovery’. 

Terminations due to recovery typically account for less than 10% of all terminations (SSA (2003b)), most terminations in fact result from death or transitions to the Old Age program. However, as shown in Figure 1, the percentage of all terminations that are due to recoveries has greatly changed over the years. During the 1980-1983 period, between 35 to 60% of all terminations resulted from recoveries. This was an unusual period, after which most terminated workers were reinstated. Typically, due to limited resources dedicated to CDRs, not all CDRs are carried out and terminations due to recoveries are a small portion of all terminations.
Evaluating the incentive effect of benefit termination is complicated given the likely endogeneity of, on the one hand, the job search and return to work decision, and on the other, the benefit termination process. In other words, the benefit termination process could be internal to the return to work process. Because an individual has searched and found a job and worked, he or she may end up being terminated following a ‘work’ CDR or the completion of the extended period of eligibility. At the same time, because an individual is terminated following a ‘medical’ CDR and stops receiving benefits, he or she has different costs of search compared to a person still on SSDI, which influences the decision to search for a job and return to work.

Work CDRs, by giving the clear signal that work activity can trigger a review and thereafter a termination, may work as an incentive not to work. In fact, CDRs have been perceived as providing work disincentives and the Ticket to Work and Work Incentives Improvement Act of 1999 (section 111) has provided that effective January 1, 2002, a return to work alone cannot trigger a review of the beneficiary’s disability for DI beneficiaries who have received benefits for at least two years. In other words, CDRs are limited to medical CDRs from 2002. 

1.4. Literature Review

In the return to work literature on SSDI beneficiaries, some results can serve as a rationale and as a point of reference for this study. The literature has first of all shown that a significant portion of beneficiaries work: more than one in four beneficiaries work after benefit entitlement albeit only 10% of all beneficiaries are considered as substantial workers (Ycas (1996), Muller (1992)). Worker characteristics have been found to influence return to work propensity. Several studies have shown that as workers age, they are less likely to return to work, and that workers with more education are more likely to go back to work (Muller (1992), Hennessey (1997), Schechter (1997)). On the labor demand side, differences in employers’accommodation policies across industries and accommodations were shown to influence the return to work propensity of SSDI recipients (Schechter (1999)). Regarding programmatic factors, beneficiaries are in large majority unaware of work incentives such as the trial work period (Hennessey and Muller (1994)). The use of vocational services was shown to have a positive small impact on return to work propensity in Hennessey (1997), although Hennessey and Muller (1994) found that SSDI beneficiaries who went back to work reported that vocational rehabilitation did not help. As for job search, Hennessey and Muller (1994) found that beneficiaries report that they search for a job primarily due to financial need and Schechter (1997) showed that they typically use three main job search methods: asking a friend, checking ads and contacting employers.

The above studies on SSDI and return to work conducted by SSA researchers did not address three issues of interest. Firstly, they did not assess the magnitude of the reservation wages of SSDI beneficiaries, perhaps in part due to the lack of reservation wage data for persons with work disabilities. 
Secondly, the studies did not attempt to evaluate the effectiveness of different job search methods. They ignore that the access to different job search methods may be unevenly distributed and that the relative effectiveness of alternative search methods may differ. There is a large literature in economics on job search methods among the short term unemployed. It has long been recognized that the informal channel of friends and relatives is the most effective to find jobs (Holtzer (1988)). The ineffectiveness of other routes such as public employment services has been demonstrated (e.g., Addison and Portugal (2002)). These results are for the short-term unemployed in general, and Hotchkiss (2003; p. 119) showed that they also applied to all persons with disabilities. It is important to determine whether certain job search strategies are more effective in leading to employment for SSDI beneficiaries. The recent Ticket to Work program has recently given priority to encourage return to work by offering beneficiaries the choice to use a variety of employment service providers where they can redeem a so-called ‘Ticket’. Employment service providers can be the traditional state vocational rehabilitation or other public employment agencies, private employment agencies or community rehabilitation agencies. It is essential to find out if beneficiaries and employment service providers rely on the most effective job search strategies. 
Finally, the above studies on SSDI and return to work have given little attention to the relation between terminations due to recovery and return to work. Only Muller (1992) analyzes the propensity to return to work and to have benefits terminated due to sustained earnings above the earnings limit. In particular, little is known on the impact of the incentives of SSDI receipt on return to work. This study attempts to contribute to fill these gaps in the literature on SSDI and return to work and uses the same data set as many of the studies referred above on SSDI and return to work (e.g., Henessey and Muller (1994)), the New Beneficiary Data System. 

1.5. Data

The data source is a panel survey of the Social Security Administration, the New Beneficiary Data System (NBDS). The NBDS is a unique data set with a wealth of information on the post entitlement work efforts of SSDI beneficiaries. It is based initially on a nationally representative cohort of new beneficiaries who joined SSDI in 1980 and 1981, and were interviewed in 1982 as part of the New Beneficiary Survey (NBS). NBS respondents were re-interviewed as part of the National Beneficiary Follow-up (NBF) survey in 1991. I focus below on beneficiaries who responded to the NBS in 1982 and to the NBF in 1991 and I use data from the three different parts of the data system: the NBS, the NBF and administrative records. Administrative records include Social Security earnings and benefits records and records from the then Health Care Finance Administration. Some of the characteristics of the data set, including its limitations, are reviewed in detail in sections 2 and 3 below with specific references to reservation wage and job search data.

2. Reservation Wages and Return to Work Analysis

2.1 Background on Reservation Wages

In the literature, the term “reservation wage” has been used with two different meanings. In the labor supply literature (Killingsworth (1983)), it has been used as the lowest wage at which a person will work, which has also been referred to as the “asking wage”. It is the slope of the person’s indifference curve at zero hours of work. In the job search literature, the term refers to the lowest wage a person would accept if the person has to pay a positive sum to gain another job offer from a wage distribution (e.g., Mortensen (1986)). In this paper, the reservation wage is used in the sense of the labor supply literature.

I assume that there is a pool of beneficiaries who have work capabilities and represent potential labor force returnees. If a person has a disability, there is no finite wage rate that would make a person take up a job. If the person has work capabilities, there exists a finite wage rate (w*) for which the person would go back to work. That is, the person would accept jobs paying w* or more. Based on Burdett and Mortensen (1978), I formulate the return to work probability for a given beneficiary i as follows:


[image: image71.wmf]All Terminated Workers

Terminated in 1981-1983

Terminated in 1984-1991

N

312

199

113

Year prior to termination

% Positive earnings 

58.63

48.24

76.11

% Earnings above SSDI earnings limit

38.46

27.64

57.52

Year prior after termination

% Positive earnings 

74.11

68.84

83.64

% Earnings above SSDI earnings limit

58.97

51.26

72.57

Two years after termination

% Positive earnings 

73.9

67.84

86.46

% Earnings above SSDI earnings limit

59.62

56.28

65.49

Three years after termination

% Positive earnings 

75.95

72.36

83.7

% Earnings above SSDI earnings limit

62.98

62.31

61.95

Four years after termination

% Positive earnings 

75

72.86

80.25

% Earnings above SSDI earnings limit

60.9

64.32

54.87




(1)

where 
[image: image2.wmf]i

a

 is the offer arrival rate,  and 
[image: image3.wmf]i

s

  the time allocated to job search 
[image: image4.wmf]1

0

£

£

i

s

. A job is characterized by a wage 
[image: image5.wmf]w

~

, which is a random draw from the wage distribution F.

If person i has a disability and is unable to work, then 
[image: image6.wmf]i

F

 is null for an infinite 
[image: image7.wmf]*

i

w

 and the return to work probability is null. If person i is able to work for a finite wage 
[image: image8.wmf]*

i

w

, then 
[image: image9.wmf]0

*)

(

>

i

i

w

F

. In this case, 
[image: image10.wmf]1

,

i

p

 may be null if the labor market is such that she has little chance to find a job at a wage rate equal or beyond the reservation wage (
[image: image11.wmf]0

*)

(

=

i

i

i

w

F

a

) or if the person does not search for a job (
[image: image12.wmf]i

s

=0). The time dedicated to job search si is expected to be determined by the time constraint placed by the disability. For some disabilities, the time that has to be dedicated to self-care may be substantial. In addition, the individual’s preferences with regard to work and leisure and budget constraint (nonlabor income and earnings of the individual and other members of the household) would also influence the amount of time dedicated to job search. Finally, the time dedicated to job search is determined by the individual’s expectations with regard to the offer arrival rate and the offer wage distribution.
The person may return to work but stay on the rolls if his or her work earnings are below the earnings limit (g). The reservation wage can be below g, in which case the person could accept a job below g and stay on the roll, or above g and leave the rolls. A reservation wage above g would indicate that the person would only accept a job that would ultimately make her ineligible for SSDI. The probability that person i exits the rolls is as follows:
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In addition, policies that encourage beneficiaries to participate in return to work services
, as in the recently implemented Ticket to Work program, can have an impact on 
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A return to work policy will aim to increase the reemployment probability and the SSDI roll exit probability of every person who is on the roll and has some work capabilities. The above formulation illustrates how the reservation wage is a determinant of the return to work and exit probabilities of a beneficiary and how it therefore is an important variable in the context of return to work policies. It is therefore of interest to examine the reservation wages of SSDI beneficiaries. 

2.2. Reservation Wage Data

All NBF respondents were asked if they “worked for pay either part time or full time” after the month they started receiving Social Security Disability benefits. Those beneficiaries who reported that they never worked since joining the rolls were asked the following: ‘If you were offered a job by some employer in this area, how likely would you be to take it?’. Individuals had to answer by yes or no to the following: ‘yes, definitely’, ‘yes, if it were something you could do’, ‘yes, if the wages were satisfactory’, ‘yes, if the location was satisfactory’, ‘yes, if the hours were satisfactory’, and finally ‘yes, for some other conditions’. 

Individuals who gave at least one yes answer to the above conditions were then asked to provide their reservation wages as follows: “What would the smallest wage or salary have to be for you to take a job offered by some employer?” Respondents had to give a dollar amount and specify the time unit the amount referred to (year, month, week, day, or hour). 
In this report, subjective reservation wage information is thus used, as has been done in several instances in the literature (e.g., Bloemen (1996)). A lot of caution is needed while using such data. Indeed, while the reservation wage is a simple concept, measuring it is difficult. One way wonder if individuals really have reservation wages and if the reservation wages they report are reliable. 

One caveat of the dataset is that respondents were not asked to report the desired number of hours or days worked. One possibility would be to use observed working hours in the last job or in the longest employment before getting onto SSDI: however, this number of hours worked is likely to have been affected by the onset of a disability. One implication of this caveat is that the interaction between the reservation wage and the number of hours worked, i.e. the potential endogeneity of hours, cannot be accounted for as has been done elsewhere (Bloemen (1996)). Another caveat is that reservation wages are not strictly comparable across respondents who used different time units.
Another important caveat of the data set is that it suffered from a significant attrition between 1982 and 1991. Antonovics, Haveman, Holden and Wolfe (2000) showed that at the 1991 re-interview, 39% of the SSDI beneficiaries had been reduced from the sample due to attrition, of which 30.8% can be attributed to death. Antonovics, Haveman, Holden and Wolfe (2000) found that gender, age, marital status, education and specific health conditions are significantly associated with the likelihood of attriting due to death and due to other reasons. The sample of workers who may have answered the reservation wage question in 1991 is therefore no longer representative of the initial cohort of new beneficiaries and the results of the analysis below may be affected by a nonrandom attrition bias. Because of the possible attrition bias, results from the analysis in this paper are applicable to beneficiaries who have been on the rolls for several years more than newly enrolled ones.
Another limitation of the data is that the reservation wage question was not asked among persons who worked at some point since joining the rolls. These beneficiaries might have had work capabilities at the time of the survey in 1991 and it would have been of interest to know their reservation wages
. At the same time, it could be argued that the sample of reservation wage respondents is the group of beneficiaries who are of much interest from a return to work policy perspective: these beneficiaries have stayed for a long time on the rolls, have work capabilities and yet have not worked since becoming beneficiaries. If the return to work rate of SSDI beneficiaries is to increase, this group is certainly where there is potential for improvement in return to work outcomes. 

Out of the 3,161 SSDI beneficiaries who joined the rolls in 1980 and 1981 and responded to the NBF in 1991, 529 reported that they worked for pay either full time or part time since joining the rolls
. The remaining 2,632 did not work for pay, and 345 (13%) of them reported that they would be likely to accept a job if they were offered one and reported their reservation wages. 

2.3 Descriptive Statistics

Table 1 shows the distribution of the reservation wage in 1991 dollars for the 345 reservation wage respondents on an hourly, weekly, monthly and annual bases. Seventy four percent of respondents provided a reservation wage on an hourly basis and 10%, 8% and 8% on a weekly, monthly and annual basis respectively. Only two respondents provided a daily reservation wage, $10 and $20 respectively, which is not given in Table 1. The last row of table 1 gives the number of persons whose last job before receiving SSDI was a full time job: the large majority of reservation wage respondents were full time workers before getting onto SSDI, which will be useful to know while calculating the reservation wage relative to the last wage earned ratio.

The population under study includes unemployed individuals who were determined to be disabled when they applied for SSDI and who have not worked since joining the rolls 10 years earlier, in 1980 and 1981. Most investigations on the reservation wage have used reported reservation wages for the short-term unemployed, typically recipients of unemployment insurance (e.g., Jones (1988)). Before proceeding with the analysis of the determinants of the reservation wage, it is important to check the consistency of the data of these persons not in the labor force. I first compare the reservation wage to the minimum federal wage in 1991, i.e. $4.25 per hour (I use $180, $774 and $9,288 for the equivalent weekly, monthly and annual minimum wages). A large portion of the respondents who reported a reservation wage on an hourly basis had a reservation wage close to the minimum wage: 31% has a reservation wage at $4, 25% at $5 and 11% at $6. This was not the case for respondents who used other time units: the large majority of respondents had reservation wages largely above the federal minimum wage. Overall, only 8.6% of all reservation wage respondents had a reservation wage that was 90% or less of the federal minimum wage.

I also compare reported reservation wages with benefit amounts. For that purpose, the reservation wage amounts were transformed into monthly wages on the basis of 40 hours of work per week, 4.3 weeks per month, and 20.5 working days per month. I compared the means of the reservation wage and of the monthly family benefit amount. The mean reservation wage is $1,209 per month and the mean family benefit amount is $822 per month. Because an individual would typically expect to have a higher income when he/she works than when he/she does not, the reported reservation wages seem to be reasonable. Overall, despite the caveat of not having expected working hours or days, I conclude that the subjective reservation wage data reported in the NBDS is of reasonable quality and I proceed with its analysis.

2.4. Distribution of the Reservation Wage Ratio

Of particular interest in the analysis below is the ratio of the reservation wage and the last wage earned before getting onto SSDI. It ranges from 0.03 to 21.27. After removing individuals for whom the last wage earned is missing, I end up with a sample of 313 SSDI beneficiaries. The data for the last wage earned before tax prior to getting on SSDI was collected in 1981 as part of the NBS and was converted into 1991 dollars. The analysis below builds upon past analysis of this ratio developed by Feldstein and Poterba (1984) and used by Jones (1989, 2000) and Ryscavage (2002).

Table 2 gives the mean and distribution of the reservation wage ratio for the whole sample and for several sub-samples. For the whole sample, the mean ratio is 1.17 with some strong variations by sub-sample. Females and persons who are still on SSDI have the highest mean ratios, 1.38 and 1.91 respectively. The sub-sample with the lowest mean ratio is that of individuals who have shifted to the old age program. The median reservation wage represents 84% of the last wage earned.

Turning now to the distribution of the ratio, almost two thirds of the whole sample are ready to accept a wage reduction. This is shown as the cumulative portion of 60% who are ready to work at a wage equal to or less than their last wage earned before getting on SSDI. Among the sub-samples, the distributions that are the most dispersed are those of persons who have transitioned to the old age program, those of females and of persons who have had an accident on the job. 

The sub-samples of persons who have shifted to the Old Age program and those who are still on SSDI show strong differences, with median ratios of 0.72 and 0.99 respectively and a more dispersed distribution for the former. Indeed, 40% of individuals now on the old age program are ready to work for 60% or less of the last wage earned compared to 24% of the persons who are still on SSDI. Such differences between these two sub-samples may result in part from the different earnings disregards and implicit tax rates these two sub-samples have. SSDI beneficiaries whose work earnings are above the earnings limit of $500 per month in 1991 have their benefits terminated
. In the old age group, persons aged 65 to 70 have their benefits reduced by $1 for every $3 earned above $9,720/year and persons aged 70 or older are not subject to any earnings limit (SSA (2003a)). In addition, these two groups face different conditions regarding their Medicare coverage. Persons on the old age program are entitled to Medicare irrespective of their work status, whereas persons who are still on SSDI would lose Medicare after going back to work above the earnings limit
.

It is of interest to compare the above results with those of studies on unemployment insurance recipients. First, the distribution of the reservation wage ratio overall is close to those of these studies. Feldstein and Poterba (1984) and Jones (1989) found that 62% and 56.5% of the unemployed have reservation wages that are lower or equal to their last wages earned in the U.S. and in the U.K. respectively, compared to 60% for SSDI beneficiaries. In addition, an interesting finding is that the mean of the reservation wage ratio is equal or higher for SSDI recipients (1.17) than for unemployment insurance recipients: 1.07 (Feldstein and Poterba (1984)), 1.045 (Jones (1989)), 0.85 in Jones (2000), and 0.83 (Ryscavage (2002)). This may be explained by the fact that persons on SSDI receive a permanent benefit, whereas persons on unemployment insurance receive a temporary one. Also, persons on SSDI have physical or mental impairments that may affect the way they value leisure versus work, which may have a positive impact on the reservation wage. 

One can gauge the return to work probability of a beneficiary only by comparing the reservation wage to the person’s wage offer distribution, which is unknown here. If the last wage earned before getting onto DI is used as a proxy for the mean of the current wage offer distribution, then the reservation wage ratio distribution given in Table 2 provides estimates of the wage offer distribution 
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One may expect that SSDI beneficiaries would have to suffer a wage reduction if they go back to work. The impairment itself can be the cause of a wage reduction. Past research has shown that wage reductions following the onset of a disability can be substantial. Burkhauser and Daly (1996) showed that the median drop in earnings between one year before the onset of a disability to two years afterward was 31% for men and 61.7% for women. Baldwin, Zeager and Flacco (1994) showed that wage losses following a disability onset vary substantially by type of impairment and by gender. In addition, persons on SSDI have been out of the labor force for some time, the beneficiary’s skills and productivity may have deteriorated, and there may have been a change in production methods that makes remaining skills less valuable. Together with the possible perception of reduced productivity and discrimination among potential employers with respect to persons with disabilities, this would suggest that the mean wage offer would lie below the last wage earned. If it stands at 80% of the last wage earned then, based on Table 2, only 39% of the sub-sample of beneficiaries who are still on SSDI would have a reservation wage above the mean wage offer, and 55% of those who have transitioned to the old age program.

All in all, results of the reservation wage ratio analysis and the likely wage reduction that SSDI beneficiaries would point toward a limited probability of return to work for SSDI beneficiaries with work capabilities and may explain why return to work rates are low for SSDI beneficiaries. Recent and ongoing return to work programs typically have attempted to increase the job offer arrival rate, the time spent on job search and the wage offer distribution through the provision of reemployment services (counseling, job search coaching, vocational training). It is for instance the case of the Ticket to Work program, currently under way. Policies may also affect the reservation wage itself, e.g. via benefit levels. To investigate this issue, I now turn to an analysis of the reservation wage in a regression framework.

2.5. The Reservation Wage Equation

This section deals with the determinants of the reservation wage. Of particular importance is the amount of SSDI benefits and the amount of other non-labor income received. A well-known prediction of the labor-leisure choice model is that the reservation wage increases with non-labor income. Higher SSDI benefits should therefore increase the reservation wage. The dependent variable is the log of the reservation wage.


[image: image30.wmf]i

i

i

X

RW

,

1

,

1

1

1

log

e

d

a

+

+

=



(3)

Only beneficiaries with work capabilities have finite reservation wages. However, reservation wages are available only for a selective sub-sample of the cohort of beneficiaries with work capabilities, which can lead to the biased estimation of coefficients. It is not available among beneficiaries who worked since joining the rolls. The data are “selected” by a systematic process, that is accounted for through the well-known technique developed by Heckman (1979). For inferences from estimating equation (3) on a sub-sample of persons reporting their reservation wages to be generalizable to the entire cohort of beneficiaries with work capabilities, the estimation needs to take into account a beneficiary’s propensity to report their reservation wages. This propensity can be represented as an indicator function:
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I first estimate a probit model that explains the response or absence of response to the reservation wage question.
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A sample correction variable (the inverse Mills ratio) is created to account for the fact that the sample of respondents is not random. This variable is then included as an explanatory variable in the reservation wage equation (3) to correct for sample selection bias. The two vectors 
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 may be different but need not be. In this application, they include the same variables except the number of limitations in activities of daily living that is in the former but not the latter.

Table 3 gives the descriptive statistics for the variables used for the whole sample, and for the sub-samples of persons who are still on SSDI and those who have transitioned to the old age program. All variables were collected in 1991 as part of the NBF and administrative data except for race and information on the last job held (lost job, accident on the job, the last wage and occupation) which were collected in 1982 as part of the NBS. The log of the benefit is the log of the family benefit amount, which includes payment to the beneficiary and dependents. A variable is used for self-reported non-labor income other than the SSDI benefit. Beneficiaries in the NBF are eligible for Medicare, since they have been on SSDI for more than two years. A dummy indicates whether the person reports having a health insurance coverage in addition to Medicare
 in order to assess the potential impact that health insurance coverage may have on return to work. Other health insurance may include Medicaid, Champus, a military coverage or any other health insurance coverage. Relevant demographic variables include the individual’s age, race, gender, marital status and education. Education is measured by the number of years of schooling. Dummy variables indicate whether the person used vocational rehabilitation, has one or more limitation in activities of daily living, has lost the last job or has had an accident on the job, has specific health conditions and what type of occupation the person had in the last job before getting onto SSDI. This data set does not include information on the states or the regions where respondents live
.

Results for the sample selection bias on reservation wage response are available in the appendix. Sample size for the probit estimation is 454 of which 323 individuals have responded to the reservation wage question. Gender, age, the use of vocational rehabilitation services, health insurance coverage, whether the person lost the last job held before joining SSDI and the number of activities of daily living were found to be significant determinants of responses to the reservation wage question.

Results for five specifications of the reservation wage are presented in Table 4. In all specifications, the coefficient of the log of the monthly other income is positive and significantly different from zero: the coefficient of 0.299 in (a) indicates that an increase in the log of the benefit by 10% would increase the log of the reservation wage by 2.99%. This result gives support to the prediction of the labor-leisure choice model that there is a positive relationship between non-labor income and the reservation wage. However, the log of the benefit amount has a coefficient that is close to zero in all specifications. In this case, the impact of the SSDI benefit amount on the reservation wage is found to be less important than that of other non-labor income, which includes the spouse’s earnings and other benefits received. This result adds to the reservation wage literature. Earlier studies (Feldstein and Poterba (1984), Jones (2000), Sandell (1980), and Gorter and Gorter (1993), Bloemen and Stancanelli (2001)) found a positive relationship between reservation wages and unemployment insurance benefits. One exception is Jones (1989), who found a negative relation. An advantage of this study is the use of administrative data for the benefit amount and while earlier studies on the reservation wage relied on self-reported benefit data.

In all specifications, the accident on the job dummy has a coefficient that is positive and significantly different from zero indicating that persons who have had an accident on the job would require a higher wage.  In addition, the sample selection bias variable (Rho) has a coefficient that is not significantly different from zero, which indicates that the model does not suffer from selection bias. Other results vary across specifications.

In specification (a), the age variable has a negative coefficient close to zero. This result appears counter-intuitive as one expects persons to value leisure versus work increasingly as they age and is at odds with results of other studies showing a positive association between the reservation wage and age (Jones (1989), Bloemen and Stancanelli (2001)). Being married is associated with lower reservation wages. Other variables have coefficients that are close to zero: these include race, other health insurance coverage, education, and having lost  the last job. 

In specification (b), the age variable is replaced by a dummy that indicates if a person has transitioned to the Old Age program, the coefficient is negative as previously for age but its absolute value is higher at 0.113  ( vs. 0.004 for age in (a)) and is significantly different from zero. This result may indicate that it may not be age per se that influences the reservation wage but the different sets of incentives that persons who are still on SSDI and persons who have transitioned to the old age program face in terms of benefit offset rates and earnings disregards. 

The log of the past wage is introduced in specification (c): it has a positive coefficient of 0.090 that is significantly different from zero. However, this result does not hold consistently across specifications. Occupations in the last job are introduced in specification (d). Having a last job in clerical or construction work significantly increases the log of the reservation wage. Specification (e) includes dummies for specific health conditions instead of the number of health conditions. Having a bone or a muscle condition reduces the log of the reservation wage by a coefficient of 0.135 while having a heart condition increases it by 0.126. 
Specification (a) of the regression was run on sub-samples of persons still on SSDI and persons now on the Old Age program. Results are in Table 5. It is interesting to note that the log of other non-labor income has a larger coefficient for persons on SSDI (0.309) than for persons on the old age program (-0.015). The age dummy is close to zero in both sub-samples. The number of health conditions has a small coefficient in both sub-samples, but is positive for persons still on SSDI and negative for those now on the old age program. The coefficient of the sample selection variable (Rho) is significantly different in the Old Age sub-sample, which indicates that results from this specification need to be used with caution.

3. Job Search and Return to Work Analysis
3.1. Descriptive Statistics

Table 6 gives summary statistics on the individual characteristics, search choices and work outcomes of the whole sample, and for three subgroups of the sample that had different beneficiary status in 1991: persons who have been terminated from SSDI due to recovery, persons who are still on SSDI and those who have shifted to the old age program. 

First, Table 6 provides information on the number and percentage of the cohort of new beneficiaries who search for a job and who had positive work earnings between 1981 and 1991. I find that overall, 13.6% of respondents have searched for a job since they became SSDI beneficiaries in 1981 or 1982: 65.1% of persons who have been terminated from SSDI due to recovery, 16.2% of persons still on SSDI and 9.8% of beneficiaries who have shifted to the old age program reported that they did search for a job since becoming a beneficiary. 

In addition, 21.1% of the cohort had some work activity while on the rolls, and only 13.6% reported that they searched for a job. It may be that some beneficiaries received unsolicited offers and returned to work. At the same time, it may indicate that SSDI beneficiaries under-report their job search activities. This makes sense given that any work related activity may be the trigger of a ‘work’ CDR and lead eventually to benefit termination. The likely under-reporting of job search efforts stands in contrast to those on Unemployment Insurance recipients who have been shown to over-report their job search efforts (St Louis, Burgess and Kingston (1986)). This issue of job search underreporting deserves further research.

Thus overall, work and job search are important activities for SSDI beneficiaries and a significant portion of SSDI recipients are in the labor force at some point after joining the rolls. This is an important finding given the large size of the SSDI program with 8.49 million beneficiaries in 2003.
Relevant demographic variables include the individual’s age, race, gender, marital status and education. Education is measured by the number of years of schooling.The log of the benefit is the log of the family benefit amount, which includes payment to the beneficiary and dependents. The log of pre-disability earnings is the log of annual individual earnings in 1977 from NBDS administrative earnings records in divided by 12. SSDI beneficiaries are eligible for Medicare two years after joining the rolls. Given that the cohort of beneficiaries joined SSDI between mid-1980 and mid 1981, most would become eligible to Medicare by the time the NBS survey was done from October 1 982 through April 1983, unless otherwise terminated from the rolls due to recovery. A dummy variable indicates whether the person was covered by Medicare as per NBDS administrative records during the month of the NBS interview. Another dummy indicates whether the person reports having a health insurance coverage other than Medicare in order to assess the potential impact that health insurance coverage may have on return to work. Other health insurance may include Medicaid, Champus, a military coverage or any other health insurance coverage Respondents were also asked if they had specific health conditions/disabilities .

The three sub-samples presented in Table 6 have noteworthy differences. Persons who have been terminated due to recovery are younger, had lower benefits and were in better health as per the number of health conditions and self-reports of work limitations in 1982 compared to persons who were not terminated. Persons who have transitioned to the old age program are of course older, have more health conditions than those who are still on SSDI and are less likely to have searched for a job since joining SSDI.

The different methods of search used are also given in Table 6. With an average number of job search methods used slightly over two, results regarding the number of job search methods used is consistent with results on the short term unemployed (e.g., Kuhn and Skuterud (2004)). The number of methods used is higher for persons who have been terminated. The next rows show the percentages of job seekers using each method. The three most frequently used methods are asking friends, contacting employers directly and contacting the former employer. Persons who have been terminated are more likely to contact their former employer as part of their job search. I also find that about 17.7% and 17.2% of beneficiaries used leads from state vocational rehabilitation and state employment agencies respectively in their job search. Only 8% followed a lead from a private employment agency. 
A job seeker on SSDI uses methods that are quite similar to those used by the short-term unemployed but tends to rely more on services provided by the state. Among unemployed youth, Holtzer (1987, 1988) found that contacting friends and relatives is the most frequently used method. For the short term unemployed of all ages, Bortnick and Ports (1992) found that checking with employers and answering or placing ads are the most common methods and recently, Kuhn and Skuterud (2004) found that one in five job seekers contacted public employment agencies and only 7% contacted private agencies. Overall, what is special about SSDI beneficiaries compared to the short term unemployed is that they are more likely to use services provided by the state. In total, close to 35% of SSDI job seekers used state employment services, half of them used state vocational rehabilitation agency services and the other half used services from state employment agencies.
Persons who have been terminated were more likely to reach a work outcome: for instance, 19% of the persons still on benefits or now on the Old Age program had individual work earnings one year following the start of their job search compared to 33.5% for persons who have been terminated.
3.2 Job Search and Return to Work 

The theoretical framework of the empirical analysis below is search theory. Since part of the focus below is on job search methods, the version of the model developed by Holzer (1988) can be used as the theoretical model that motivates the empirical analysis below. 

3.2.a. Empirical Strategy

The estimation below proceeds in two stages. In the first stage of the analysis, I estimate a tobit model of the job search efforts of the two sub-samples, those who have been terminated due to recovery and those who are still on the rolls. Job search efforts are estimated via the number of job search methods used 
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In the second stage of the analysis, I estimate the effects of job search efforts on a return to work outcome 
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Alternatively, an equation can be estimated to measure the effect of each job search method on the work outcome: 
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(7a) and (7b) can be estimated consistently through a probit analysis if shocks to search efforts 
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3.2.b. Results
Table 7 reports results of the tobit analysis of job search efforts. Regressors include some demographic, human capital and health characteristics of the individual and health insurance status in 1982. Column (a) of Table 7 presents results for a first specification of (1). Being older and married are associated with higher search efforts while being educated is associated with higher efforts. Having Medicare and another health insurance coverage and specific health conditions
 (having a disease of the nervous system, a heart condition and an emotional or mental illness) are associated with lower search efforts. The log of the benefit amount in 1982 has a negative coefficient of 0.327. Other characteristics of the beneficiaries did not have any significant effect on job search efforts. 
In column (b), I add a binary variable indicating whether the person was terminated due to medical recovery between 1982 and 1991 is included. Results on demographic, health conditions and education are close to those reached in the first specification. Of interest is the high coefficient of the dummy indicated benefit termination (4.504). Following the introduction of this variable, the coefficients of the log of the benefit amount and of the Medicare coverage variable become close to zero. Persons who are terminated due to recovery lose their Medicare coverage .In this specification, being terminated due to recovery is the single most important factor that influences job search efforts. Across the two specifications, an interesting consistent result is that having a health insurance coverage beside Medicare is negatively associated with job search efforts. This result suggests that having a health insurance beside Medicare may act as a job search disincentive by reducing the expected benefits of returning to work. Overall, these results are plausible and indicate that job search efforts are primarily associated with termination from the rolls

Among the 280 persons who searched for a job, I assess the effectiveness of different job search methods through a probit analysis. Two outcomes are used: work one year and  two years following the beginning of job search. A person is considered as working in a given year when he or she has positive earnings in the administrative earnings records of the NBDS. Given the small sample size, the 13 health condition variables used in the estimation of (2) are replaced by a single variable for the number of health conditions. Results of the analysis of the work outcomes of job search methods are presented in Table 8. The number of years of schooling and being married are the two characteristics that are positively associated with return to work. In the first specification (columns (i) and (iii)), the log of the benefit amount has a significant and negative impact on the probability of having work earnings one and two years following the start of job search, in consistency with the prediction of the labor leisure choice model. However, the result is not robust and does not hold in the second specification (columns (ii) and (iv)), where a dummy for termination due to recovery is introduced.

As for job search methods
, asking relatives and using leads from a private employment agency are positively associated with return to work outcomes, however, the coefficients of these two variables are small. Three methods (contacting the former employer, using a state agency, and other search method) are ineffective with negative coefficients mostly close to zero. The remaining two methods (asking friends, using leads from a vocational rehabilitation agency) have coefficients that are also close to zero with different signs across specifications. 
These results on the effectiveness of job search methods can be placed in the context of recent policy initiatives and the literature on job search. Of particular interest is the use of private employment agencies, with a coefficient consistently positive but close to zero. Providing beneficiaries a choice among a variety of employment service providers in addition to the traditional state vocational rehabilitation is the major component of the ongoing Ticket To Work program. Private employment service providers that register for the program are included as possible service providers. 
There is no evidence in the analysis above, nor in the literature on the short-term unemployed that the use of employment service providers is an effective job search method for SSDI beneficiaries. In the literature on the short-term unemployed, few studies have addressed this issue. Most early studies do not include private employment service provision as a separate job search method (Holtzer (1987, 1988)), perhaps because private employment agencies played a less important role at the time. Bortnick and Ports (1992) found that contacting a private employment service provider has a positive impact on women’s job search effectiveness but a negative one on men’s. Recently, Kuhn and Skuterud (2004) have shown that contacting private employment agencies does not have a statistically significant impact on job search effectiveness. It will be important as part of the evaluation of the Ticket to Work program to assess whether using private employment service providers is an effective strategy for SSDI workers.

As in the analysis of the determinants of job search efforts, in the second specification ((ii) and (iv)), the variable indicating termination due to recovery has a high coefficient, 0.673 and 1.023 for the two employment outcomes. Even after accounting for the observable differences between beneficiaries who have been terminated and those who have not, termination seems to be a key determinant of job search efforts and employment outcomes. This result needs to be interpreted with caution. Indeed, one important limitation of the analysis is the likely endogeneity of the variable indicating termination due to recovery. In assessing the determinants of job search efforts and employment outcomes, one way to address the endogeneity of termination would require a variable that influences a person's termination status but does not influence job search efforts or return to work. There is no credible candidate for such instrument in the NBDS. I attempt below to gauge the potential endogeneity of terminations due to recovery by assessing return to work outcomes separating persons who have been terminated due to recovery and those who have not.

4. Recovery Termination and Return to Work
4.1 Job Search and Work among those who Recover and those who Do Not

The NBDS offers some information that may help gauge the extent of the endogeneity bias. Figure 2 suggests that after joining the SSDI rolls in 1980-81, terminated beneficiaries consistently had high mean work earnings compared to the program’s earnings limit and to those of beneficiaries who were not terminated. Also, the percentage of persons with work earnings is consistently much higher for beneficiaries who were not terminated. During the year following the beginning of benefit receipt, 40.7% of beneficiaries who were going to be terminated had work earnings compared to 12.4% for beneficiaries who were not terminated. 

Figure 3 is also useful toward understanding how termination may influence the job search and work decisions. It shows the distribution of the timing of job search with respect to benefit termination for individuals in the sample who were terminated. The year of termination is from administrative records while the year the person started to search for a job is self reported in the NBF. Figure 3 indicates that three quarters of the individuals who were terminated started their job search during or after the year of termination, suggesting that termination may have prompted job search. Figure 3 also gives the mean work earnings of the beneficiaries who were terminated before and after termination. Mean work earnings do not follow any trend before termination but clearly start an upward trend during the year of termination. It suggests that termination may not respond to increasing work earnings prior to the year of termination, but instead may lead to increased work earnings. 

Information presented in Figure 3 may seem inconsistent with those in Figure 2. Overall, the data suggests that most terminated beneficiaries were employed while on the rolls, but started to search for another job leading to higher earnings during or after the year of termination. The data shows that termination is endogenous to the job search and employment process. The employment outcomes of beneficiaries terminated due to recovery is further analyzed below.
4.2 Recovery Termination and Employment Outcomes
Table 9 presents information on medical recovery terminations and on the return to work outcomes of terminated workers. In our sample of 312 terminated disabled workers, 64% of medical recovery terminations took place between 1981 and 1983
, and the rest between 1984 and 1991. This data seems to reflect changes in the prevalence of CDR terminations over time. In the late 1970s, due to concerns over the growth of the SSDI rolls, initial medical eligibility criteria were tightened and in 1980, Congress passed a legislation mandating that SSA conducts more CDRs. During the 1981-83 period, CDR terminations were frequent in the SSDI program.
CDR terminations during 1981-1983 faced intense public criticism in the popular press: they were perceived as a “crackdown on ineligibility” (New York Times, May 22, 1982) and have later been referred to as being “ error-prone” (NASI (1996; p. 62)). In 1984, changes were made to the way CDRs could lead to terminations. A “medical improvement” standard was established whereby SSA would have to prove that the beneficiary has medically recovered before terminating benefits (GAO (1988)), while previously, the individual had to show that he or she had a disability.  CDRs almost came to a halt in 1984 and gained attention as a useful administrative tool to control the growth of the SSDI rolls only in the late 1990s.

Table 9 gives the employment outcomes of terminated workers one, two, three and four years following termination. I find that more than 70% of all terminated workers had positive earnings in the four years after termination, and that close to 60% had earnings above the earnings limit
. The next two columns of the table give a breakdown for two periods, 1981-1983 and 1984-1991. Workers who were terminated during the 1981-83 period appear to be less likely to have positive earnings and to have earnings above the earnings limit one or two years after termination than workers terminated during 1984-91. This difference could be the result of the legislative changes in 1984 making it more difficult for SSA to terminate following a CDR.

Due to the inability in the administrative data in the NBDS to differentiate persons with a CDR termination and persons with a return to work termination following an extended period of eligibility, the analysis in table 9 cannot be considered as a rigorous measure of the targeting effectiveness of CDR terminations in the 1980s. For instance, Table 9 shows that close to 28% of beneficiaries who were terminated in 1981-83 had earnings above the earnings limit in the year prior to termination and may thus not have been subject to a CDR and instead have gone through a termination due to return to work.

In addition, the estimates in Table 9 may underestimate the ability to work of terminated workers as earnings from jobs that are not covered by SSA payroll taxes are not captured. Despite the data limitations, the results do overall indicate that a large portion of persons who leave the rolls due to a recovery, whether after a CDR or a return to work, work above the earnings limit following termination. 

A minority of terminated workers, close to three in 10, do not work after termination. Among the workers not working above the earnings limit four years after termination, of course it is not possible to distinguish between those who may not be able to work, and others who may be able to work but not willing to work. Further research is needed to find out more about the work ability and sources of income of terminated workers who do not work or who have limited earnings to better gauge the targeting effectiveness of CDR terminations.

4.3 Terminated Beneficiaries as a Comparison Group

Concerned about estimating the labor disincentive impact of the SSDI program, Bound (1989) showed that 50% of rejected male SSDI applicants work. Using this group as a control group for SSDI beneficiaries, Bound found, based on 1970s data on rejected applicants, that less than 50% of those on SSDI would work if they were not receiving benefits and concluded that the disincentive effects of the SSDI program are unlikely to be substantial. 

Following Bound’s methodology, one can use terminated beneficiaries as a control group for non-terminated beneficiaries. Given the nature of the recovery termination process, it is obvious that terminated workers will be in better health than those who stay on the rolls. Given that vocational factors are also taken into account to assess whether a person has recovered and is able to work above the earnings limit, terminated workers may differ is ways other than health. Terminated beneficiaries are younger than those who are not terminated. This was shown in Table 6. Age and selected conditions (stiffness, disease of the nervous system, mental illness) are predictors of whether a person is terminated.

As these characteristics, age in particular, are expected to be associated with a better ability to work (all else equal), the return to work behavior of terminated beneficiaries will be an upper bound for that of beneficiaries. As shown in Table 9, in the four years following termination, close to 60% of terminated beneficiaries return to work above the SSDI program’s earnings limit. This result suggests that less than 60% of the persons on SSDI would work if they were not receiving benefits. 

It is surprising that the portion of terminated workers going back to work following termination is significantly higher than that found by Bound on rejected applicants (less than 50%). Terminated beneficiaries are likely to have spent a longer period out of the labor force while applying for benefits and then probably while on the rolls. One likely source of difference in the results is that Bound’s sample only included males aged 45-64, while the sample of terminated beneficiaries includes working age males and females. Among 312 terminated beneficiaries, 80% were less than 45 when they joined the rolls.

Conclusion

Based on a unique data set, the primary objective of this report is to examine the reservation wages, job search and return to work behavior of SSDI beneficiaries and derive implications for return to work policy. Section 1 assesses the magnitude and determinants of the reservation wages of SSDI beneficiaries while Sections 2 and 3 provide an empirical analysis of the determinants of job search efforts and return to work among SSDI beneficiaries. 
Main Results

The paper has several results of interest, which are summarized below.

· The first result of interest is that, based on the NBDS, 13% of SSDI beneficiaries who did not work since joining the rolls in 1981-82 reported in 1991 that they would be willing to work if offered a job and reported their reservation wages.

· The second result of interest is that the reservation wages of SSDI beneficiaries are relatively high compared to the last wage earned before joining SSDI. Less than half of them would want a wage that is 80% or less of the last wage earned before getting onto SSDI. Because one would expect that this group on SSDI that has been out of the labor force for several years would suffer a wage cut in order to get a job, their probability to return to work and leave the rolls seems to be limited for this group.

· A third important result of this study is the heterogeneity between persons still on SSDI and those that have moved to the old age program. The sub-samples of persons who have shifted to the Old Age program and those who are still on SSDI have mean reservation wage ratios of 0.91 and 1.38 respectively and the former has a more dispersed distribution. This result was also reached in a regression framework. This heterogeneity between the two groups may result in part from the different incentives both groups face in terms of benefit receipts and work earnings. Longitudinal data is not available to investigate the impact of changes in the earnings limit and benefit offset rate on the reservation wage as persons transition to the old age program. 

· A fourth result of interest is that the non labor income beside the benefit is positively associated with the reservation wage while the benefit amount per se is not. This result suggests that reducing the benefit amount may not affect the reservation wage and possibly the return to work behavior of SSDI beneficiaries. 

· I also find that 13.6% of the sample of SSDI beneficiaries report that they searched for a job since joining SSDI. The data also indicate that SSDI beneficiaries may be underreporting their job search efforts.

· Another important result of the job search analysis is that none of the search methods used, including leads from state vocational rehabilitation and private employment agencies, has a significant impact on employment outcomes. 

· Finally, I find that more than 60% of beneficiaries terminated due to a recovery work above the earnings limit following termination. Using a comparison group approach, this result suggests that a maximum of 60% of SSDI beneficiaries would work if they were not on the rolls. 

Policy Implication

Overall, this paper points out the difficulty of designing an effective return to work policy for beneficiaries of SSDI and disability programs in general. Relatively high reservation wages appear to contribute to the low return to work rates of SSDI recipients and may explain in part why past return to work programs have failed. In addition, none of the job search methods under review appears to be effective at returning beneficiaries to work. 

Whether a program eligible person has work capabilities or not depends on the effectiveness of the disability tagging process in place, in other words on how frequent classification errors are. If the government’s objective is to maximize the welfare of persons who are truly disabled, then it may attempts to curb the number of program eligible persons with work capabilities through two types of policies: (i) policies that attempt to improve the disability tagging process at the entry of the program and as part of continuing disability reviews that assess if a person has medically recovered; and/or (ii) policies that provide return to work incentives and services to beneficiaries who can work, or both. The recent disability plan of the Social Security Administration (Barnhart (2003)) has elements on these two policy fronts.
Parsons (1996) theoretically demonstrated that, if one accounts for imperfect tagging, it is optimal to include work incentives in the SSDI program for able individuals to return to work and recommended that bold moves be made to increase work incentives. This report suggests that because SSDI recipients with work capabilities have relatively high reservation wages, exits from the rolls due to return to work may be difficult to achieve. Parsons’ model could be extended to design the optimal SSDI program when the marginal benefits and costs of tagging improvements and return to work programs are accounted for.  If one accounts for the relative cost effectiveness of changes on these two policy fronts, there is likely to be a switch point at which the disability tagging process is effective enough that return to work programs are no longer cost effective. Several return to work programs (e.g., the Ticket to Work program) and experiments (e.g., the benefit offset experiment) have recently been implemented or initiated. The success of these programs and experiments needs to be demonstrated before more resources may be devoted to return to work for the SSDI program.
Further Research

The results above point toward two important avenues for future research. As part of the ongoing Ticket to Work program, it will be important to assess the effectiveness of methods that have been typically underused by beneficiaries, i.e. private employment agencies. In addition, the use of computers and internet in particular as part of a disabled worker’s job search deserves attention. Recent work on the short term unemployed has not shown that job seekers find jobs faster through the internet (Khun and Skuterud 

(2004)). However, the internet may present advantages for persons with mobility impairments compared to other methods.
Finally, an essential challenge of future research is to better understand the return to work outcomes of beneficiaries who are terminated following CDRs. This study used data from the 1980s, and a lot of changes have taken place since then. For instance, statistical profiling is now used to screen persons who are likely to recover and need to have a CDR. Generally, the implementation of CDRs has posed several major challenges over the last 25 years. Due to limited resources dedicated to CDRs, not all CDRs are carried out. Recently, GAO (2004) estimated that SSA faced a backlog of approximately 200,000 CDRs at the end of 2003. If CDRs are to be used as a tool to control the growth of the SSDI program, it is essential to assess the targeting effectiveness of terminations following CDRs through a careful analysis of the employment outcomes of terminated beneficiaries.
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Tables and Graphs

Table 1: Distribution of Reported Reservation Wages

	Hourly Reservation Wages
	Weekly Reservation Wages

	Range
	Number
	Range
	Number

	[$1,$4[
	12
	Less than $100
	1

	[$4,$6[
	142
	[$100,$200[
	7

	[$6,$8[
	43
	[$200,$300[
	12

	[$8, $10[
	12
	[$300,$400[
	10

	[$10,$12[
	24
	[$400,$500[
	2

	[$12,$25]
	23
	$500 and more
	2

	
	
	 
	

	N
	256
	N
	34

	Mean
	6.43
	Mean
	272.77

	
	
	 
	

	N full time
	244
	N full time
	31

	Monthly Reservation Wages
	Annual Reservation Wages

	Range
	Number
	Range
	Number

	Less than $400
	3
	Less than $10,000
	3

	[$400,$800[
	2
	[$10,000, $20,000[
	8

	[$800,$1,200[
	10
	[$20,000, $30,000[
	12

	[$1,200,$1,600[
	8
	[$30,000, $40,000[
	2

	[$1,600,$2,000[
	0
	[$40,000, $50,000[
	2

	$2,000 and more
	4
	$50,000 and more
	1

	
	
	 
	

	N
	27
	N
	28

	Mean
	1,161.30
	Mean
	21,910.71

	
	
	 
	

	N full time
	25
	N full time
	26


Note: Reservation wages are reported in 1991 dollars.

Table 2: Cumulative Distribution of the Reservation Wage Ratio
	 
	 
	 
	 
	Share with reservation wage ratio less than or equal to 

	Group
	N
	Mean 
	Median
	0.6
	0.8
	1
	1.2
	1.4
	1.6

	
	
	
	
	
	
	
	
	
	

	Whole Sample
	313
	1.17
	0.84
	0.31
	0.46
	0.6
	0.7
	0.77
	0.85

	
	
	
	
	
	
	
	
	
	

	Still on SSDI
	180
	1.38
	0.99
	0.24
	0.39
	0.49
	0.64
	0.72
	0.81

	
	
	
	
	
	
	
	
	
	

	Shifted to the old age program
	139
	0.91
	0.72
	0.4
	0.55
	0.72
	0.78
	0.84
	0.9

	
	
	
	
	
	
	
	
	
	

	No work limitation
	39
	1.07
	0.86
	0.28
	0.38
	0.54
	0.64
	0.74
	0.9

	
	
	
	
	
	
	
	
	
	

	Work limitation
	292
	1.2
	0.84
	0.31
	0.47
	0.62
	0.69
	0.76
	0.88

	
	
	
	
	
	
	
	
	
	

	Job losers
	40
	1.13
	0.96
	0.2
	0.35
	0.53
	0.65
	0.75
	0.8

	
	
	
	
	
	
	
	
	
	

	Job leavers
	279
	1.18
	0.81
	0.32
	0.48
	0.61
	0.71
	0.78
	0.86

	
	
	
	
	
	
	
	
	
	

	Accident on job
	73
	1.16
	0.82
	0.36
	0.48
	0.6
	0.73
	0.81
	0.84

	
	
	
	
	
	
	
	
	
	

	Females
	102
	1.33
	0.94
	0.22
	0.39
	0.55
	0.6
	0.67
	0.77

	
	
	
	
	
	
	
	
	
	

	Males
	217
	1.1
	0.78
	0.35
	0.5
	0.62
	0.75
	0.82
	0.89

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


Table 3: Descriptive Statistics and Data Sources

[image: image59.png]Variable Whol Sample Still on SSDI Now on Old Age NEDS
Mean SD Mean _SD Mean _SD NBS NBF _Admin
Log monthly reservation wage 6905 0552 69% 0598 6878  0.48d] -
White 0774 0419 0751 042 0791 0408 -
Male 0690 0483 0BBS 0473 0723 0449] -
Married 0528 0500|0505 0501 050 0.49%) -
Age 58466 11.911| 50649 9765 69.220  2.426) -
Log SSDI benefit amount 6608 0443 6503 0.443) 6751 0.404 -
Log Monthly Other Income 6922 0674 6861 0745 7006 0554 -
Health insurance beside Medicare 0704 0457 0686 0485 0730  0.445) -
Lost job 0125 0332 0150 035 0094 0292 -
Accident on the job 0229 0421) 0183 0388 0288 0454 -
Education 11424 8690 12044 9897 10433 6.589 -
Vocational Rehabilitation 0316 0486 0387 0488 0220  0.416) -
Limitation(s) in actities of daily liing 0579 0494 0619 0487 055 0501 -
Nurber of health conditions 4124 21| 3985 2145 4281 2047 -
Log of the Last wage 6736 0680| 6541 075| 6859 0545 -
Occupation
Executive, administrative, managerial 0041 049 0033 0480 000 0219 -
Professional 002 0447|0028 0465 0014 0120) -
Teachers 0m3 0411 0011 0dos| 0014 04200 -
Technicians and related support 0005 0097 0000 0000[ 002 0148 -
Sales 0094 0292 0089 0285 0101 0302 -
Clerical 0097 0297 0400 0301 0094 0292 -
Senice and private househald 0125 0332 0144 0383 0101 0302 -
Farming, Forestry and Fishing 0034 0483 0033 0480 00%  0487| -
Production, craft and repair 0163 0.370| 015 0363 0173 0379] -
Health condition:
Blindness or serious problem seeing 0343 0476 0345 0477|0340 0.478) -
Conditions affecting eyes 0241 0429 0180 0386 036 0471 -
Hearing conditions 0245 0431 0185 0372 035 0.480 -
Missing hand, am, foot or leg 0030 0470 0026 0.5 0035 0.186) -
Bone or muscle conditions 0713 0453 0665 0473 0780 0.416) -
Stifiness or deformity, limbs 0481 0500 0454 0500 0504 0502 -
Nervous system conditions 0110 0314) 0155 0362 0050 0218 -
Other paralysis 009 0294 0144 0352 0028 0.67] -
Respiratory system canditions 0251 0434 0237 042 0270 0.445) -
Urinary system condtions 0200 0401 0206 0408 0491 0.3%] -
Cancer 0057 0232 0062 0242 0050 0218 -
Mental conditions 0376 0485 0454 0499 0270 0.445] -
Heart conditions 0579 0494 0500 0501 0688 0.465) -
N 359 206 153,





Source: Author’s calculations based on NBDS.

Table 4: Determinants of the Reservation Wage.
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Table 4: Determinants of the Reservation Wage (Cont.)

[image: image61.png]Variable (a) ] () () (2)
Health condition

Blindness or serious problem seeing 0053
0.059)
Conditions affecting eyes 0.050
0.064)
Hearing conditions -0.045
0.062)
Missing hand, arm, foot or leg -0.060
0.152)

Bone or muscle conditions 0136~
0.067)
Stiffness or deformity, limbs 0017
0057)
Nervous system conditions 0.081
0.085)
Other paralysis -0.053
0.097)
Respiratory system conditions -0.073
0.062)
Urinary system condtions -0.048
0.065)
Cancer 0,085
0.112)
Mental conditions 0051
©0.058)

Heart conditions 012 =
0.056).





Note: Standard errors are in parentheses; ***, ** and * indicate significance at the 1%, 5% and 10% levels respectively.

Source: Author’s calculations based on NBDS.

Table 5: Determinants of the Reservation Wage on Sub-Samples
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Still on | Now on
5501 Old Age

Intercept 1504~ 4600~
0677) (1.447)
White 0025 -0.084
©0.09) 0.117)

Male 0,143 025~
0.087) ©.109)
Martied 0143 -0.054
©.101) 0125
Age -0.005 0015
©0.005) 0019)
Log SSDI benefit amount -0.061 0.105
0.09) 0.151)
Log other nonlabor income 0308 0015
0072) ©131)
Health insurance beside Medicare 0,088 0033)
0.088) 0.113)
Lost job -0.008 -0.054
©.104) 0.147)
Accident on the job 0,199 0,077,
0.09%) ©.100)
Education 0,008 0011
0012) ©.016)
Vocational Rehabiltation -0.086 0,039
0.085) 0.116)
Nurnber of health conditions 0,02 i
0018) 0022)

Rho 008 0922
0318) 0.065)
N 153, 206





Note: Standard errors are in parentheses; ***, ** and * indicate significance at the 1%, 5% and 10% levels respectively.

Table 6: Descriptive Statistics on Job Search
[image: image63.png]Terminated Still an Nowon | Whole NEDS
from 5SSOI SSD1__|0ld Age Prograr] Sarmple [NBS  NBF____ Admin
W 235 1238 1505 2579
Reported that they searched for a job 0651 0.162] 00%| 013 -
Had positive work eamings while on SSDI 0871 0.215) 0175 021 -
Reported that they worked since Decernber 1952 0519) 0.107] 0076| 0.0985 -
Sarmpie Means
White 0841 0731 osis| o7l -
Male 0,634 0.655| 0653|0666 -
Age in 1982 36.510) 36.715) 60078| 43617) -
Married in 1962 0537] 0.500) [ T
Years of Schooling in 1962 11938 11766 w087 118 -
Log Monthly benefit amount 3739) 5729) 5784|5198 -
Log of predisailty earnings 6.160) 6.239) 6.483) 6366 -
Eligible to Medicare at the time of the NBS 0.000) 0.415] 0485 0312 - -
Other health insurance coverage in 1962 0731 0.545) [ ] -
Health condition
Blindness 0.134] 0.269) 027|028 -
Eye of retina condition 0,061 0.215] oz oaa| -
Deafness or trouble hearing with aid 0.073) 0.077] o8 0| -
Missing arm, le, hand 0.024] 0.023) ool om7| -
Bone or muscle condition 0451 0.455| 079| ossl -
Stiffness o deformity of foot, leg, fingers, arm or back 0.549) 0.454] 0519 o4g7| -
Condition affecting the nervous system 0.085] 0.185] oos2[ oaz| -
Other paralysis 0.134] 0.100) oos2| o0 -
Lung or respiratory condition 0.145) 0.100) 01es  01m| -
Digestive system condition 0.232) 0.345) 037 | 038 -
Cancer or a malignant tumor or growth 0.037] 0031 ooss| o004 -
Any heart problem 0.305] 0.400) 0pwm|  043| -
Nervous or Emotional Problerns or Mental illness 0.195] 0.392] 03 03| -
Nurnber of health conditions 2657 3.583) 3854 3 -
Sarmple means for job seekers only
Contacted former employer 0451 0.3 034 0372 -
Asked relatives 0.099) 012 0075 0.106 -
Asked friends 0322 039 0313 037 -
Answered ad 0.309) 03 0293 0321 -
Followed lead from -
state emplayment agency 0171 0.145] 0123 0166 -
private employment agency 0.072) 009 0054|0073 -
vocational rehabilitation agency 0.175] 022 0143 0177 -
Contacted emplayers directly 0.401 044 0293 0391 -
Used other job search method 0.144] 013 0143 0143 -
Nurnber of search methods used 2.145) 2.184] 1777] 2119
Had work earmings in the year following start of job search 0.335) 0.195] 0197|0332 -
Had work earmings two years following start of job search 0.453) 0.275] 0285|0454 -

Source: Author's Calculations based on the New Beneficiary Data System.
Note: The variable indicating whether the person was eligible to Medicare at the time of the NBS survey was constructed based on administrative data
(Medicare date of eligibility) and on the NBS guestionnaire (date of interview).





Table 7: Tobit Estimates of Job Search Efforts
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Missing arm, leg, hand 0673 06824
0.967) 0524)
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Condition affecting the nervous system 0673 -0.458
0.39%) 0370)
Other paralysis 0711 0627
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Source: Author's Calculations based on administrative data in the NBDS

Notes Standard errors are in parenthesis

- == indicate statistical significance at 10, 5 and 1

% levels






Table 8: Probit Estimates of Return to Work Outcomes
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Source: Author's Calculations based on administrative data in the NBDS,

Notes Standard errors are in parenthesis

= == indicate statistical significance at 10, 5 and 1% levels






Table 9: Terminations due to Recovery and Return to Work 
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Figure 1: Terminations per 1,000 beneficiaries by reason, 1977-2002
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Sources: SSA, Annual Statistical Report on the Social Security Disability Insurance Program, various years.

Figure 2: Mean Earnings and Percentage of Persons with Work Earnings by Termination Status
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Source: Author’s Calculations based on the New Beneficiary Data System (administrative data).


Notes:  Persons not terminated are persons who were still alive and on SSDI in 1991. The SSDI earnings limit is calculated as 12 times the monthly substantial gainful activity level. 

Figure 3: Start of Job Search and Work Earnings for Terminated Beneficiaries
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Source: Author’s Calculations based on the New Beneficiary Data System (administrative data and NBF). 
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Note: Standard errors are in parentheses; ***, ** and * indicate significance at the 1%, 5% and 10% levels respectively.
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� A review of this literature can be found in Bound and Burkhauser (1999).


� For instance, Gilbert and Parent (2003) provide an analysis of French and U.S. experiences.


� Disability tagging system is meant in a broad sense and includes both the disability test at entry and CDRs. 





� They are also referred to as vocational rehabilitation services.


� There is data on the wages of persons who worked since joining the rolls. It would be of interest to compare these wages to the reservation wages of persons who have not worked since becoming beneficiaries. However, this wage data is not used in this paper due to a lot of missing values.


� The characteristics of this group and the determinants of whether a beneficiary worked or not was analyzed in detail in Muller (1992).


� To be more precise, if work earnings are above the earnings limit, beneficiaries are not immediately terminated from SSDI, beneficiaries would have to meet certain conditions. First, beneficiaries can test their ability to work above the earnings limit without affecting their eligibility for benefits during a nine month long trial work period. After the trial work period ends, there is a three year period, the so-called extended period of eligibility (EPE), during which benefits are withheld for those months in which earnings exceed the earnings limit (SSA (2003a)). Once the EPE is over, the person’s SSDI benefit is terminated.


� As of October 2000, SSDI beneficiaries who work above the earnings limit could receive Medicare Part A premium-free coverage for 93 months after the trial work period (SSA (2003a)).


� Beneficiaries become eligible to Medicare two years after joining the SSDI rolls and coverage continues after they transition to the Old Age program.


� If disability is understood as resulting from environmental factors, among others, then changes in the environment such as the passage of anti-discrimination laws, the availability of accessible transport system and physical environment could affect the reservation wages of persons with disabilities.   This cannot be captured with the data set at hand.


� Having a condition of the digestive system is used as a reference.


� Contacting employers directly is used as a reference. 


� In the sample of terminated workers, there were 40, 91 and 68 medical recovery terminations in 1981, 1982 and 1983 respectively, and 21, 17, 19, 24, 11, 4, 14, and 3 for years 1984 through 1991 respectively.


� The earnings limit is the annualized substantial gainful activity, i.e. $3,600 for years 1980 through 1989 and $6,000 for years 1990 and 1999.
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Table1

		Table 1: Descriptive Statistics

				2,979

				Terminated		Still on		Now on		Whole				NBDS

				from SSDI		SSDI		Old Age Program		Sample		NBS		NBF		Admin.

		N		235		1,239		1,505		2,979

		Percentage who searched for a job		0.651		0.162		0.098		0.136				-

		Had positive work earnings while on SSDI		0.871		0.218		0.18		0.211						-

		Sample means for job seekers only:

		White		0.841		0.731		0.818		0.782		-

		Male		0.684		0.655		0.653		0.666				-

		Age in 1982		36.610		38.715		60.078		43.617		-

		Married in 1982		0.537		0.500		0.675		0.547		-

		Years of Schooling in 1982		11.938		11.766		10.870		11.6		-

		Log Monthly benefit amount		3.738		5.729		5.784		5.199						-

		log of predisability earnings		6.160		6.239		6.483		6.366						-

		Eligible to Medicare at the time of the NBS		0.000		0.415		0.455		0.312		-				-

		Other health insurance coverage in 1982		0.731		0.546		0.675		0.631		-

		Type of impairment:

		Blindness		0.134		0.269		0.247		0.225		-

		Eye or retina condition		0.061		0.215		0.117		0.141		-

		Deafness or trouble hearing with aid		0.073		0.077		0.208		0.111		-

		Missing arm, leg, hand		0.024		0.023		0.000		0.017		-

		Bone or muscle condition		0.451		0.485		0.792		0.554		-

		Stiffness or deformity of foot, leg, fingers, arm or back		0.549		0.454		0.519		0.497		-

		Condition affecting the nervous system		0.085		0.185		0.052		0.121		-

		Other paralysis		0.134		0.100		0.052		0.094		-

		Lung or respiratory condition		0.146		0.100		0.195		0.138		-

		Digestive system condition		0.232		0.346		0.377		0.326		-

		Cancer  or a malignant tumor or growth		0.037		0.031		0.065		0.04		-

		Any heart problem		0.305		0.400		0.636		0.433		-

		Nervous or Emotional Problems or Mental illness		0.195		0.392		0.273		0.305		-

		Contacted former employer		0.461		0.36		0.34		0.372				-

		Asked relatives		0.099		0.12		0.075		0.106				-

		Asked friends		0.322		0.39		0.313		0.37				-

		Answered ad		0.309		0.3		0.293		0.321				-

		Followed lead from:												-

		. state employment agency		0.171		0.145		0.129		0.166				-

		. private employment agency		0.072		0.09		0.054		0.073				-

		. vocational rehabilitation agency		0.178		0.22		0.143		0.177				-

		Contacted employers directly		0.401		0.44		0.299		0.391				-

		Used other job search method		0.144		0.13		0.143		0.149				-

		Inverse Mills Ratio		0.776		0.761		0.791		0.773

		Improvement expected as of 1982		0.152		0.043		0.020		0.035		-

		Had work earnings in the year following start of job search		0.335		0.195		0.197		0.332						-

		Had work earnings two years following start of job search		0.453		0.275		0.265		0.454						-

		Note: The variable indicating whether the person was eligible to Medicare at the time of the NBS survey was constructed based on administrative data (Medicare date

		of eligibility) and on the NBS questionnaire (date of interview).





Table2

		Table 2: Tobit Estimates of Job Search Efforts and probit Esimates of Termination Status

				Job Search Efforts				Job Search Efforts				Termination

				(1)				(2)				(3)

		White		-0.387				-0.334				-0.112

		Male		0.478		*		0.494		*		-0.21

		Age in 1982		-0.113		***		-0.077		***		-0.056		***

		Married in 1982		-0.695		**		-0.655		*		-0.061

		Years of Schooling in 1982		0.232		***		0.197		***		0.045		*

		Log Monthly benefit amount		-0.363		***		-0.077				-0.223		***

		Log of predisability earnings		-0.205				0.149				-0.078

		Eligible to Medicare at the time of the NBS		-0.775		**		-0.210				-1.4		***

		Other health insurance coverage in 1982		-0.507		*		-0.645		*		0.254		*

		Type of impairment:

		Blindness		-0.383				-0.285				-0.09

		Eye or retina condition		0.676		*		0.760		**		-0.272

		Deafness or trouble hearing with aid		-0.534				-0.568				0.052

		Missing arm, leg, hand		-0.585				-0.831				0.258

		Bone or muscle condition		0.062				0.141				0.025

		Stiffness or deformity of foot, leg, fingers, arm or back		0.056				-0.038				0.088

		Condition affecting the nervous system		-0.987		*		-0.629		*		-0.498		*

		Other paralysis		-0.599				-0.575				-0.179

		Lung or respiratory condition		-0.487				-0.668		*		0.316

		Digestive system condition		0.502		*		0.411				0.152

		Cancer  or a malignant tumor or growth		0.490				-0.033				0.758		*

		Any heart problem		-0.695		*		-0.622		**		-0.201

		Nervous or Emotional Problems or Mental illness		-0.416				-0.143				-0.301		*

		Inverse Mills Ratio		-2.528				-0.210				-2.591

		Terminated from SSDI		-				4.490				-

		Intercept		3.487				-1.399				3.921		*

		Scale		3.532				3.260				-

		Log-Likelihood		-1179.735				-1,123.872				-235.743

		N		2,707				2,707				2,707

		*, **, *** indicate statistical significance at 10, 5 and 1% levels





Table3

		Table 3: Probit Estimates of Employment Outcomes

						Work Earnings one								Work Earnings two

						year after								years after

						search started								search started

				(1)				(2)				(3)				(4)

		White		-0.007				-0.048				0.147				0.124

		Male		-0.284				-0.315		*		0.236				-0.247

		Age in 1982		-0.005				0.002				0.012				-0.004

		Married in 1982		0.404		*		0.365		*		0.418		*		0.306		*

		Years of Schooling in 1982		0.090		*		0.092		*		0.062				0.062		*

		Log Monthly benefit amount		-0.086		**		-0.051				-0.11		*		-0.054

		Log of predisability earnings		-0.115				-0.089				-0.129				-0.103

		Eligible to Medicare at the time of the NBS		-0.437		**		-0.241				-0.388		*		-0.156

						*

		Other health insurance coverage in 1982		0.309				0.262				0.245				0.187

		Number of health conditions		0.006				0.008				0				0.006

		Contacted former employer		-0.411		**		-0.553		*		-0.142				-0.292

		Asked relatives		0.339				0.461				0.153				0.256

		Asked friends		0.042				0.02				-0.063				-0.068

		Answered ad		-0.105				-0.154				-0.097				-0.171

		Followed lead from:

		. state employment agency		-0.091				-0.127				-0.185				-0.25

		. private employment agency		0.054				0.123				0.171				0.274

		. vocational rehabilitation agency		-0.146				-0.075				-0.296				-0.176

		Contacted employers directly		-0.111				-0.098				-0.277				-0.27

		Used other job search method		-0.167				-0.162				-0.391		*		-0.393		*

		Inverse Mills Ratio		-1.29				-1.2				0.555				0.954

		Terminated from SSDI		-				0.709		***		-				0.971		***

		Constant		1.234				0.386				1.167				-0.213

		Log-Likelihood		-167.805				-162.425				-166.302				-157.387

		N		277				277				277				277

		*, **, *** indicate statistical significance at 10, 5 and 1% levels





Table4

		Table 4: Termination and Work Earnings

				All Terminated Workers		Terminated in 1981-1983		Terminated in 1984-1991

		N		312		199		113

		Year prior to termination

		% Positive earnings		58.63		48.24		76.11

		% Earnings above SSDI earnings limit		38.46		27.64		57.52

		Year prior after termination

		% Positive earnings		74.11		68.84		83.64

		% Earnings above SSDI earnings limit		58.97		51.26		72.57

		Two years after termination

		% Positive earnings		73.9		67.84		86.46

		% Earnings above SSDI earnings limit		59.62		56.28		65.49

		Three years after termination

		% Positive earnings		75.95		72.36		83.7

		% Earnings above SSDI earnings limit		62.98		62.31		61.95

		Four years after termination

		% Positive earnings		75		72.86		80.25

		% Earnings above SSDI earnings limit		60.9		64.32		54.87





Figures

				Mean Work Earnings		Number of beneficiaries starting to seek for a job				Median Work earnings for those >o earnings				av. Work earnings				defl. av. Work earnings						% working

		-5		5633.15		1				Not Term.		Term.		Not Term.		Term.		Mean Work Earnings, Not Terminated		Mean Work Earnings, Terminated		SSDI Earnings Limit		Not terminated		% with Work Earnings, Terminated

		-4		6076.95		3		1971		$6,077		$3,759

		-3		5819.77		6		1972		$6,392		$4,525		5586.95		3269.25								0.9167		0.6955

		-2		4970.86		6		1973		$7,155		$4,600		6462.11		3681.58								0.9343		0.7211

		-1		5001.03		18		1974		$7,492		$4,393		7232.96		4181.2								0.9471		0.7564

		Year of Termination		7116.94		35		1975		$7,629		$5,110		7435.85		4582.25								0.94		0.7692

		1		9293.51		24		1976		$8,085		$5,408		7977.78		5577.05								0.9418		0.8686

		2		10590.47		27		1977		$8,724		$5,765		8488.42		6278.58								0.9349		0.8974

		3		12107.52		7		1978		$9,427		$6,327		8980.41		7377.11								0.9167		0.9583

		4		12519.98		4		1979		$9,821		$8,103		9686.24		8460.63								0.90257		0.9327

		5		13559.46		4		1980		$5,000		$4,075		5589.87		4870.87								0.8209		0.8429

		6				4		1981		$1,164		$2,211		622.647		1756.08						3600		0.2568		0.3653

		7				2		1982		$1,502		$7,541		337.476		3700.28		454.164		3700.28		3600		0.08616		0.407

		8				3		1983		$2,265		$6,721		370.982		5454.47		359.1421489362		5280.3911702128		3600		0.0677		0.5897

						144		1984		$1,714		$9,125		343.117		7926.59		317.5657340426		7336.3120212766		3600		0.0671		0.6474

		10				1		1985		$1,736		$11,240		338.977		9668.59		302.9156170213		8640.0165957447		3600		0.0663		0.7019

		11				1		1986		$2,354		$12,520		347.599		10272.37		306.9225212766		9070.2841489362		3600		0.06303		0.7147

								1987		$2,362		$13,430		344.319		11681.21		293.0374468085		9941.4553191489		3600		0.05935		0.7435

								1988		$2,380		$14,510		322.358		12984.98		264.059212766		10636.6325531915		3600		0.0589		0.7564

								1989		$3,015		$16,190		335.111		13653.27		260.2457765957		10603.0713829787		3600		0.05669		0.7404

								1990		$2,639		$17,230		311.5525		14215.67		232.0071808511		10586.1372340426		6000		0.0559		0.7435

								1991		$2,454		$18,130		269.919		13905.32		192.3890744681		9911.2387234043		6000		0.05		0.7115

																								0.6756

								Table 5: Work before, during and after year of termination

								Year of						N		% with earnings before		% with earnings during		% with earnings after

								Termination								year of termination		year of termination		year of termination

								1981						40		82.50		52.27		84.09

								1982						91		82.41		50.00		86.96

								1983						68		91.18		69.01		87.32

								1984						21		100.00		80.95		90.48

								1985						17		100.00		100.00		100.00

								1986						19		100.00		78.95		94.74

								1987						24		95.83		87.50		91.67

								1988						11		100.00		81.82		100.00

								1989						4		100.00		75.00		75.00

								1990						14		92.86		85.71		95.71

								1991						3		100.00		100.00		100.00

								Total/Mean						312		94.98		78.29		91.45

						year		1993						1994		1995		1996		1997		1998		1999		2000		2001		2002		2003

						number of terminations		12923						32309		79230		143235		263221		392562		332713		453485		432205		357436		215314

						number of beneficiaries

						terminations per 1,000 beneficiaries
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				Total

				number of		Terminated		Terminated		Terminated		Cessations		RTW		Rate		Rate		Rate		Rate		Rate

				disabled		due death		due retirement		not meet medical		of benefits				death		retirement		not meet		cessation		RTW

				workers						requirements										medical req.

		1977		2837432		140340		190512		68313		41475		26838		49.4602161391		67.1424020029		24.0756430462				0.0146170904

		1978		2879774		144884		198360		93666		38847		54819		50.310892452		68.8804051985		32.5254690125				0.0134896002

		1979		2870590		141923		211035		99110		45216		53894		49.4403589506		73.5162457892		34.5260033652				0.0157514657

		1980		2858680		142797		203472		85128		44273		40855		49.9520757832		71.1769068241		29.7787790169				0.0154872179

		1981		2776519		135924		200081		120831		80956		39875		48.9548243682		72.0618155323		43.5188810161				0.029157373

		1982		2603599		129291		200669		169204		179857		-10653		49.6585687735		77.0736968327		64.9885024537				0.0690801464

		1983		2569029		134275		195513		129784		182074		-52290		52.2668292184		76.1038509102		50.5186979205				0.0708726916

		1984		2596516		133861		186957		57551		31927		25624		51.5540824705		72.0030225117		22.1647006989				0.0122960921

		1985		2656638		136706		189315		23452		475		22977		51.4582716953		71.261120258		8.8276987681				0.0001787974

		1986		2728463		134775		189326		23875		2554		21321		49.3959419644		69.3892495519		8.7503477232				0.0009360581

		1987		2785859		136060		179821		37825		20343		17482		48.8395141319		64.547775031		13.5774997945				0.007302236

		1988		2830284		141383		176570		38001		33565		4436		49.9536442279		62.3859655073		13.4265677932				0.0118592339

		1989		2895364		138873		180898		31402		24102		7300		47.9639174902		62.4785001126		10.8456138848				0.0083243419

		1990		3011294		141414		177325		30442		15154		15288		46.9612067105		58.8866447448		10.1092752817				0.0050323881

		1991		3194938		148685		174973		26706		5697		21009		46.5376792914		54.7656949838		8.3588476521				0.0017831332

		1992		3467783		154396		178452		29854		6923		22931		44.5229704396		51.4599673624		8.608958519				0.0019963764

		1993		3725966		163840		177622		29667		4886		24781		43.972489282		47.6713958206		7.9622304659				0.0013113378

		1994		3962954		169674		176425		35915		13940		21975		42.8150314134		44.5185586308		9.0626840483				0.003517578

		1995		4185263		171871		185639		47282		31694		15588		41.0657585915		44.3553965426		11.2972589775				0.0075727619

		1996		4385623		167145		186427		50572		35452		15120		38.1120310615		42.5086698059		11.5313149352				0.0080836862

		1997		4508134		157954		194159		105956		48562		57394		35.0375565589		43.0685955653		23.5032942677				0.0107720844

		1998		4698319		160815		191730		51531		52698		-1167		34.2281994901		40.8082124692		10.967965351				0.0112163521

		1999		4879455		165427		203616		56786		40465		16321		33.9027616814		41.7292505003		11.6377751204				0.0082929344

		2000		5042333		168996		212948		68226		44577		23649		33.515438191		42.2320382252		13.5306414709				0.0088405506

		2001		5268039		175700		223000		55600		40282		29000		33.3520689577		42.3307420465		10.5542119183				0.0076464886

		2002		5539597		180602		225672		62788				29165		32.6020105795		40.7379814813		11.3343985131

		Source: for cessation of benefits is Green Book 2000, 2004
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Table1

		Table 1: Descriptive Statistics

				Terminated from SSDI				Total

				Yes		No

		N		182		2,600		2,782

		Percentage who searched for a job		0.902		0.105		15.090

		Number of Individuals who searched for a job		148		274		428

		Had work earnings during 1981-91		0.902		0.370		0.40		***

		Sample Means for Job Seekers:

		Monthly benefit amount		249.554		413.911		357.077		***

		Accident on the job		0.112		0.248		0.207		*

		Lost last job prior to SSDI		0.173		0.195		0.188

		Years of Schooling in 1982		11.825		11.411		11.535

		Age in 1982		34.520		44.254		40.888		***

		White		0.827		0.761		0.781

		Male		0.669		0.664		0.534

		Married in 1982		0.490		0.553		0.296

		Spouse employed in 1982		0.357		0.270		0.062

		Children under age 18 in 1982		0.102		0.044		0.623		*

		Health insurance coverage in 1982		0.714		0.584		0.914		**

		Work limitation in 1982		0.878		0.929		0.914		**

		Improvement expected as of 1982		0.153		0.075		0.099		***

		Type of impairment:

		Blindness or eye trouble		0.173		0.279		0.247		**

		Eye or retina condition		0.061		0.186		0.148

		Trouble hearing with aid		0.081		0.124		0.111

		Missing arm, leg, hand		0.020		0.013		0.015

		Bone or muscle condition		0.439		0.611		0.558		**

		Stiffness or deformity		0.520		0.491		0.500

		Nervous system condition		0.082		0.142		0.123

		Other paralysis		0.112		0.080		0.090

		Lung or respiratory condition		0.143		0.142		0.142

		Digestive system condition		0.255		0.376		0.340		**

		Cancer (malignant tumor)		0.020		0.040		0.034

		Any heart problem		0.306		0.465		0.417		*

		Number of job search methods used		2.219		2.078		2.126

		Contacted former employer		0.519		0.298		0.375		***

		Asked relatives		0.204		0.216		0.212

		Asked friends		0.367		0.437		0.413

		Answered ad		0.354		0.343		0.347

		Followed lead from state employment agency		0.197		0.159		0.172

		Followed lead from private employment agency		0.061		0.090		0.080

		Followed a lead from vocational rehabilitation agency		0.136		0.199		0.177

		Contacted employers directly		0.374		0.413		0.400

		Used other job search method		0.139		0.162		0.154

		Received a job offer		0.878		0.650		0.729		***

		Had work earnings in the year following start of job search		0.574		0.332		0.416		***

		Had work earnings two years following start of job search		0.824		0.471		0.593		***

		Had work earnings any year after start of job search		0.966		0.736		0.815		***





Table2

		Table 2: Probit Esimates of Termination Status and Tobit Estimates of Job Search Efforts

				Terminated from				Job Search Efforts

				SSDI				Coefficients

		Terminated from SSDI		-				2.906		***

								(0.504)

		Log Monthly benefit amount		0.144				0.543

				(0.196)				(0.415)

		Accident on the job		-0.517		*		0.128

				(0.212)				(0.334)

		Lost last job prior to SSDI		-0.283				0.450

				(0.226)				(0.373)

		Years of Schooling in 1982		0.025				0.215		***

				(0.029)				(0.054)

		Had Work Earnings while on rolls		1.862		***		3.595		***

				(0.221)				(0.332)

		Age in 1982		-0.049		***		-0.048

				(0.008)				(0.015)

		White		0.199				-0.314

				(0.193)				(0.371)

		Male		-0.112				0.491

				(0.178)				(0.333)

		Married in 1982		-0.212				-0.941

				(0.217)				(0.361)

		Spouse employed in 1982		-0.152				-0.138

				(0.217)				(0.348)

		Children under age 18 in 1982		0.448				-0.302

				(0.304)				(0.711)

		Health insurance coverage in 1982		0.245				-0.562

				(0.177)				(0.672)

		Work limitation in 1982		0.656				-0.526

				(0.484)				(0.672)

		Improvement expected as of 1982		0.352				0.020

				(0.250)				(0.562)

		Type of impairment:

		Blindness or eye trouble		0.065				0.186

				(0.192)				(0.338)

		Eye or retina condition		0.155				1.087		*

				(0.281)				(0.398)

		Trouble hearing with aid		0.036				-0.704

				(0.218)				(0.399)

		Missing arm, leg, hand		-0.213				-0.769

				(0.572)				(1.005)

		Bone or muscle condition		0.192				0.554		*

				(0.186)				(0.313)

		Stiffness or deformity		0.330		*		0.178

				(0.171)				(0.292)

		Nervous system condition		-0.648		*		-0.271

				(0.265)				(0.412)

		Other paralysis		0.227				0.379

				(0.263)				(0.470)

		Lung or respiratory condition		0.110				-0.286

				(0.210)				(0.353)

		Digestive system condition		-0.093				-0.401

				(0.169)				(0.288)

		Cancer (malignant tumor)		0.378				0.117

				(0.356)				(0.656)

		Any heart problem		-0.068				-0.350

				(0.168)				(0.294)

		Inverse Mills Ratio		-				-26.371		***

								(11.025)

		Intercept		1.073				12.671

				-1.231				(7.505)

		Scale						3.191

								(0.175)

		Log-Likelihood		-170.978				-889.445

		N		2,326				2249

		*, **, *** indicate statistical significance at 10, 5 and 1% levels





Table3

		Table 3: Probit Estimates of Employment Outcomes

						Work Earnings one								Work Earnings two								Work Earnings any						Work Earnings any

						year after								years after								year after						year after

						search started								search started								search started						benefits started

				(1)				(2)				(3)				(4)				(5)				(6)				(7)

		Terminated																										1.83

																												-2.322

		Log Monthly benefit amount																										0.437

																												-0.09

		Accident on the job																										0.132

																												-0.069

		Lost last job prior to SSDI																										0.007

																												-0.086

		Years of Schooling in 1982																										0.029

																												-0.009

		Age in 1982																										-0.01

		White

		Male

		Married in 1982

		Spouse employed in 1982

		Children under age 18 in 1982

		Health insurance coverage in 1982

		Work limitation in 1982

		Improvement expected in 1982

		Number of health conditions

		Type of impairment:

		Blindness or eye trouble

		Eye or retina condition

		Trouble hearing with aid

		Missing arm, leg, hand

		Bone or muscle condition

		Stiffness or deformity

		Nervous system condition

		Other paralysis

		Lung or respiratory condition

		Digestive system condition

		Cancer (malignant tumor)

		Any heart problem

		Number search methods used

		Contacted former employer

		Asked relatives

		Asked friends

		Answered ad

		Followed lead from:

		. state employment agency

		. private employment agency

		. vocational rehabilitation agency

		Contacted employers directly

		Used other job search method

		Inverse Mills Ratio

		Constant

		Log-Likelihood

		N

		*, **, *** indicate statistical significance at 10, 5 and 1% levels





Table4

		Table 4: Termination and Work Earnings

				All Terminated Workers		Terminated in 1981-1983		Terminated in 1984-1991

		N		312		199		113

		Year prior to termination

		% Positive earnings		58.63		48.24		76.11

		% Earnings above SSDI earnings limit		38.46		27.64		57.52

		Year prior after termination

		% Positive earnings		74.11		68.84		83.64

		% Earnings above SSDI earnings limit		58.97		51.26		72.57

		Two years after termination

		% Positive earnings		73.9		67.84		86.46

		% Earnings above SSDI earnings limit		59.62		56.28		65.49

		Three years after termination

		% Positive earnings		75.95		72.36		83.7

		% Earnings above SSDI earnings limit		62.98		62.31		61.95

		Four years after termination

		% Positive earnings		75		72.86		80.25

		% Earnings above SSDI earnings limit		60.9		64.32		54.87





Figures

				Mean Work Earnings		Number of beneficiaries starting to seek for a job				Median Work earnings for those >o earnings				av. Work earnings				defl. av. Work earnings						% working

		-5		5633.15		1				Not Term.		Term.		Not Term.		Term.		Mean Work Earnings, Not Terminated		Mean Work Earnings, Terminated		SSDI Earnings Limit		Not terminated		% with Work Earnings, Terminated

		-4		6076.95		3		1971		$6,077		$3,759

		-3		5819.77		6		1972		$6,392		$4,525		5586.95		3269.25								0.9167		0.6955

		-2		4970.86		6		1973		$7,155		$4,600		6462.11		3681.58								0.9343		0.7211

		-1		5001.03		18		1974		$7,492		$4,393		7232.96		4181.2								0.9471		0.7564

		Year of Termination		7116.94		35		1975		$7,629		$5,110		7435.85		4582.25								0.94		0.7692

		1		9293.51		24		1976		$8,085		$5,408		7977.78		5577.05								0.9418		0.8686

		2		10590.47		27		1977		$8,724		$5,765		8488.42		6278.58								0.9349		0.8974

		3		12107.52		7		1978		$9,427		$6,327		8980.41		7377.11								0.9167		0.9583

		4		12519.98		4		1979		$9,821		$8,103		9686.24		8460.63								0.90257		0.9327

		5		13559.46		4		1980		$5,000		$4,075		5589.87		4870.87								0.8209		0.8429

		6				4		1981		$1,164		$2,211		622.647		1756.08						3600		0.2568		0.3653

		7				2		1982		$1,502		$7,541		337.476		3700.28		454.164		3700.28		3600		0.08616		0.407

		8				3		1983		$2,265		$6,721		370.982		5454.47		359.1421489362		5280.3911702128		3600		0.0677		0.5897

						144		1984		$1,714		$9,125		343.117		7926.59		317.5657340426		7336.3120212766		3600		0.0671		0.6474

		10				1		1985		$1,736		$11,240		338.977		9668.59		302.9156170213		8640.0165957447		3600		0.0663		0.7019

		11				1		1986		$2,354		$12,520		347.599		10272.37		306.9225212766		9070.2841489362		3600		0.06303		0.7147

								1987		$2,362		$13,430		344.319		11681.21		293.0374468085		9941.4553191489		3600		0.05935		0.7435

								1988		$2,380		$14,510		322.358		12984.98		264.059212766		10636.6325531915		3600		0.0589		0.7564

								1989		$3,015		$16,190		335.111		13653.27		260.2457765957		10603.0713829787		3600		0.05669		0.7404

								1990		$2,639		$17,230		311.5525		14215.67		232.0071808511		10586.1372340426		6000		0.0559		0.7435

								1991		$2,454		$18,130		269.919		13905.32		192.3890744681		9911.2387234043		6000		0.05		0.7115

																								0.6756

								Table 5: Work before, during and after year of termination

								Year of						N		% with earnings before		% with earnings during		% with earnings after

								Termination								year of termination		year of termination		year of termination

								1981						40		82.50		52.27		84.09

								1982						91		82.41		50.00		86.96

								1983						68		91.18		69.01		87.32

								1984						21		100.00		80.95		90.48

								1985						17		100.00		100.00		100.00

								1986						19		100.00		78.95		94.74

								1987						24		95.83		87.50		91.67

								1988						11		100.00		81.82		100.00

								1989						4		100.00		75.00		75.00

								1990						14		92.86		85.71		95.71

								1991						3		100.00		100.00		100.00

								Total/Mean						312		94.98		78.29		91.45

						year		1993						1994		1995		1996		1997		1998		1999		2000		2001		2002		2003

						number of terminations		12923						32309		79230		143235		263221		392562		332713		453485		432205		357436		215314

						number of beneficiaries

						terminations per 1,000 beneficiaries
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				Total

				number of		Terminated		Terminated		Terminated		Cessations		RTW		Rate		Rate		Rate		Rate		Rate

				disabled		due death		due retirement		not meet medical		of benefits				death		retirement		not meet		cessation		RTW

				workers						requirements										medical req.

		1977		2837432		140340		190512		68313		41475		26838		49.4602161391		67.1424020029		24.0756430462				0.0146170904

		1978		2879774		144884		198360		93666		38847		54819		50.310892452		68.8804051985		32.5254690125				0.0134896002

		1979		2870590		141923		211035		99110		45216		53894		49.4403589506		73.5162457892		34.5260033652				0.0157514657

		1980		2858680		142797		203472		85128		44273		40855		49.9520757832		71.1769068241		29.7787790169				0.0154872179

		1981		2776519		135924		200081		120831		80956		39875		48.9548243682		72.0618155323		43.5188810161				0.029157373

		1982		2603599		129291		200669		169204		179857		-10653		49.6585687735		77.0736968327		64.9885024537				0.0690801464

		1983		2569029		134275		195513		129784		182074		-52290		52.2668292184		76.1038509102		50.5186979205				0.0708726916

		1984		2596516		133861		186957		57551		31927		25624		51.5540824705		72.0030225117		22.1647006989				0.0122960921

		1985		2656638		136706		189315		23452		475		22977		51.4582716953		71.261120258		8.8276987681				0.0001787974

		1986		2728463		134775		189326		23875		2554		21321		49.3959419644		69.3892495519		8.7503477232				0.0009360581

		1987		2785859		136060		179821		37825		20343		17482		48.8395141319		64.547775031		13.5774997945				0.007302236

		1988		2830284		141383		176570		38001		33565		4436		49.9536442279		62.3859655073		13.4265677932				0.0118592339

		1989		2895364		138873		180898		31402		24102		7300		47.9639174902		62.4785001126		10.8456138848				0.0083243419

		1990		3011294		141414		177325		30442		15154		15288		46.9612067105		58.8866447448		10.1092752817				0.0050323881

		1991		3194938		148685		174973		26706		5697		21009		46.5376792914		54.7656949838		8.3588476521				0.0017831332

		1992		3467783		154396		178452		29854		6923		22931		44.5229704396		51.4599673624		8.608958519				0.0019963764

		1993		3725966		163840		177622		29667		4886		24781		43.972489282		47.6713958206		7.9622304659				0.0013113378

		1994		3962954		169674		176425		35915		13940		21975		42.8150314134		44.5185586308		9.0626840483				0.003517578

		1995		4185263		171871		185639		47282		31694		15588		41.0657585915		44.3553965426		11.2972589775				0.0075727619

		1996		4385623		167145		186427		50572		35452		15120		38.1120310615		42.5086698059		11.5313149352				0.0080836862

		1997		4508134		157954		194159		105956		48562		57394		35.0375565589		43.0685955653		23.5032942677				0.0107720844

		1998		4698319		160815		191730		51531		52698		-1167		34.2281994901		40.8082124692		10.967965351				0.0112163521

		1999		4879455		165427		203616		56786		40465		16321		33.9027616814		41.7292505003		11.6377751204				0.0082929344

		2000		5042333		168996		212948		68226		44577		23649		33.515438191		42.2320382252		13.5306414709				0.0088405506

		2001		5268039		175700		223000		55600		40282		29000		33.3520689577		42.3307420465		10.5542119183				0.0076464886

		2002		5539597		180602		225672		62788				29165		32.6020105795		40.7379814813		11.3343985131

		Source: for cessation of benefits is Green Book 2000, 2004
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Table1

		Table 1: Descriptive Statistics

				Terminated from SSDI				Total

				Yes		No

		Percentage who searched for a job		90.240		10.480		15.09

		Number of Individuals who searched for a job		148		280		428

		Sample Means for Job Seekers:

		Monthly benefit amount		249.554		413.911		357.077		***

		Accident on the job		0.112		0.248		0.207		*

		Lost last job prior to SSDI		0.173		0.195		0.188

		Years of Schooling in 1982		11.825		11.411		11.535

		Age in 1982		34.520		44.254		40.888		***

		White		0.827		0.761		0.781

		Male		0.669		0.664		0.534

		Married in 1982		0.490		0.553		0.296

		Spouse employed in 1982		0.357		0.270		0.062

		Children under age 18 in 1982		0.102		0.044		0.623		*

		Health insurance coverage in 1982		0.714		0.584		0.914		**

		Work limitation in 1982		0.878		0.929		0.914		**

		Improvement expected as of 1982		0.153		0.075		0.099		***

		Number of health conditions		2.541		3.504		3.213		**

		Type of impairment:

		Blindness or eye trouble		0.173		0.279		0.247		**

		Eye or retina condition		0.061		0.186		0.148

		Trouble hearing with aid		0.081		0.124		0.111

		Missing arm, leg, hand		0.020		0.013		0.015

		Bone or muscle condition		0.439		0.611		0.558		**

		Stiffness or deformity		0.520		0.491		0.500

		Nervous system condition		0.082		0.142		0.123

		Other paralysis		0.112		0.080		0.090

		Lung or respiratory condition		0.143		0.142		0.142

		Digestive system condition		0.255		0.376		0.340		**

		Cancer (malignant tumor)		0.020		0.040		0.034

		Any heart problem		0.306		0.465		0.417		*

		Number of job search methods used		2.219		2.078		2.126

		Contacted former employer		0.519		0.298		0.375		***

		Asked relatives		0.204		0.216		0.212

		Asked friends		0.367		0.437		0.413

		Answered ad		0.354		0.343		0.347

		Followed lead from state employment agency		0.197		0.159		0.172

		Followed lead from private employment agency		0.061		0.090		0.080

		Followed a lead from vocational rehabilitation agency		0.136		0.199		0.177

		Contacted employers directly		0.374		0.413		0.400

		Used other job search method		0.139		0.162		0.154

		Received a job offer		0.878		0.650		0.729		***

		Had work earnings in the year following start of job search		0.574		0.332		0.416		***

		Had work earnings two years following start of job search		0.824		0.471		0.593		***

		Had work earnings any year after start of job search		0.966		0.736		0.815		***

		Note: *, **, *** indicates if means are statistically significant at 10, 5 and 1% levels.





Table2

		Table 2: Probit Esimates of Termination Status and Tobit Estimates of the Determinants of Job Search Efforts

				Terminated from				Job Search Efforts

				SSDI				Coefficients				Slope

		Terminated from SSDI

		Log Monthly benefit amount

		Accident on the job

		Lost last job prior to SSDI

		Years of Schooling in 1982

		Age in 1982

		White

		Male

		Married in 1982

		Spouse employed in 1982

		Children under age 18 in 1982

		Health insurance coverage in 1982

		Work limitation in 1982

		Improvement expected as of 1982

		Type of impairment:

		Blindness or eye trouble

		Eye or retina condition

		Trouble hearing with aid

		Missing arm, leg, hand

		Bone or muscle condition

		Stiffness or deformity

		Nervous system condition

		Other paralysis

		Lung or respiratory condition

		Digestive system condition

		Cancer (malignant tumor)

		Any heart problem

		Inverse Mills Ratio

		Scale

		Log-Likelihood

		N





Table3

		Table 3: Probit Estimates of Job Search Outcomes

				Received				Work Earnings one				Work Earnings two				Work Earnings any

				Job Offer				year after				years after				year after

								search started				search started				search started

		Log Monthly benefit amount

		Accident on the job

		Lost last job prior to SSDI

		Years of Schooling in 1982

		Age in 1982

		White

		Male

		Married in 1982

		Spouse employed in 1982

		Children under age 18 in 1982

		Health insurance coverage in 1982

		Work limitation in 1982

		Improvement expected as of 1982

		Number of health conditions

		Type of impairment:

		Blindness or eye trouble

		Eye or retina condition

		Trouble hearing with aid

		Missing arm, leg, hand

		Bone or muscle condition

		Stiffness or deformity

		Nervous system condition

		Other paralysis

		Lung or respiratory condition

		Digestive system condition

		Cancer (malignant tumor)

		Any heart problem

		Number of job search methods used

		Contacted former employer

		Asked relatives

		Asked friends

		Answered ad

		Followed lead from:

		. state employment agency

		. private employment agency

		. vocational rehabilitation agency

		Contacted employers directly

		Used other job search method

		Inverse Mills Ratio

		Constant

		Log-Likelihood

		N





Figures

				Mean Work Earnings		Number of beneficiaries starting to seek for a job				av. Work earnings				defl. av. Work earnings						% working

		-5		5633.15		1				Not Term.		Term.		Mean Earnings, Not Terminated		Mean Earnings, Terminated		SSDI Earnings Limit		% with Earnings, Not Terminated		% with Earnings, Terminated

		-4		6076.95		3		1982		454.164		3700.28		454.164		3700.28		3600		0.124		0.407

		-3		5819.77		6		1983		542.183		5454.47		524.879287234		5280.3911702128		3600		0.106		0.59

		-2		4970.86		6		1984		582.503		7926.59		539.1251170213		7336.3120212766		3600		0.111		0.647

		-1		5001.03		18		1985		608.578		9668.59		543.8356595745		8640.0165957447		3600		0.111		0.702

		Year of Termination		7116.94		35		1986		605.075		10272.37		534.2683510638		9070.2841489362		3600		0.102		0.715

		1		9293.51		24		1987		513.606		11681.21		437.1114893617		9941.4553191489		3600		0.097		0.744

		2		10590.47		27		1988		533.534		12984.98		437.0438085106		10636.6325531915		3600		0.106		0.756

		3		12107.52		7		1989		526.555		13653.27		408.9203723404		10603.0713829787		3600		0.097		0.74

		4		12519.98		4		1990		490.85		14215.67		365.5265957447		10586.1372340426		6000		0.09		0.744

		5		13559.46		4		1991		459.956		13905.32		327.8409787234		9911.2387234043		6000		0.088		0.712

		6				4

		7				2

		8				3

		10				1

		11				1

								Work before, during and after year of termination

										N		% working before year of termination		% working during year of termination		% working after year of termination

								1981		40		82.5		52.27		84.09

								1982		91		82.41		50		86.96

								1983		68		91.18		69.01		87.32

								1984		21		100		80.95		90.48

								1985		17		100		100		100

								1986		19		100		78.95		94.74

								1987		24		95.83		87.5		91.67

								1988		11		100		81.82		100

								1989		4		100		75		75

								1990		14		92.86		85.71		95.71

								1991		3		100		100		100

								SUM/AVE		312		94.98		78.2918181818		91.4518181818
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		454.164		3700.28		3600		0.124		0.407

		1982		1982		1982		0.106		0.59

		1983		1983		1983		0.111		0.647

		1984		1984		1984		0.111		0.702

		1985		1985		1985		0.102		0.715

		1986		1986		1986		0.097		0.744

		1987		1987		1987		0.106		0.756

		1988		1988		1988		0.097		0.74

		1989		1989		1989		0.09		0.744

		1990		1990		1990		0.088		0.712



Mean Earnings, Not Terminated

Mean Earnings, Terminated

SSDI Earnings Limit

% with Earnings, Not Terminated

% with Earnings, Terminated

Mean Work Earnings in 1982 dollars

% with Work Earnings

524.879287234

5280.3911702128

3600

539.1251170213

7336.3120212766

3600

543.8356595745

8640.0165957447

3600

534.2683510638

9070.2841489362

3600

437.1114893617

9941.4553191489

3600

437.0438085106

10636.6325531915

3600

408.9203723404

10603.0713829787

3600

365.5265957447

10586.1372340426

6000

327.8409787234

9911.2387234043

6000



Table1

		Table 1: Descriptive Statistics

				Terminated from SSDI				Total

				Yes		No

		Percentage who searched for a job		90.240		10.480		15.09

		Number of Individuals who searched for a job		148		280		428

		Sample Means for Job Seekers:

		Monthly benefit amount		249.554		413.911		357.077		***

		Accident on the job		0.112		0.248		0.207		*

		Lost last job prior to SSDI		0.173		0.195		0.188

		Years of Schooling in 1982		11.825		11.411		11.535

		Age in 1982		34.520		44.254		40.888		***

		White		0.827		0.761		0.781

		Male		0.669		0.664		0.534

		Married in 1982		0.490		0.553		0.296

		Spouse employed in 1982		0.357		0.270		0.062

		Children under age 18 in 1982		0.102		0.044		0.623		*

		Health insurance coverage in 1982		0.714		0.584		0.914		**

		Work limitation in 1982		0.878		0.929		0.914		**

		Improvement expected as of 1982		0.153		0.075		0.099		***

		Number of health conditions		2.541		3.504		3.213		**

		Type of impairment:

		Blindness or eye trouble		0.173		0.279		0.247		**

		Eye or retina condition		0.061		0.186		0.148

		Trouble hearing with aid		0.081		0.124		0.111

		Missing arm, leg, hand		0.020		0.013		0.015

		Bone or muscle condition		0.439		0.611		0.558		**

		Stiffness or deformity		0.520		0.491		0.500

		Nervous system condition		0.082		0.142		0.123

		Other paralysis		0.112		0.080		0.090

		Lung or respiratory condition		0.143		0.142		0.142

		Digestive system condition		0.255		0.376		0.340		**

		Cancer (malignant tumor)		0.020		0.040		0.034

		Any heart problem		0.306		0.465		0.417		*

		Number of job search methods used		2.219		2.078		2.126

		Contacted former employer		0.519		0.298		0.375		***

		Asked relatives		0.204		0.216		0.212

		Asked friends		0.367		0.437		0.413

		Answered ad		0.354		0.343		0.347

		Followed lead from state employment agency		0.197		0.159		0.172

		Followed lead from private employment agency		0.061		0.090		0.080

		Followed a lead from vocational rehabilitation agency		0.136		0.199		0.177

		Contacted employers directly		0.374		0.413		0.400

		Used other job search method		0.139		0.162		0.154

		Received a job offer		0.878		0.650		0.729		***

		Had work earnings in the year following start of job search		0.574		0.332		0.416		***

		Had work earnings two years following start of job search		0.824		0.471		0.593		***

		Had work earnings any year after start of job search		0.966		0.736		0.815		***

		Note: *, **, *** indicates if means are statistically significant at 10, 5 and 1% levels.





Table2

		Table 2: Probit Esimates of Termination Status and Tobit Estimates of the Determinants of Job Search Efforts

				Terminated from				Job Search Efforts

				SSDI				Coefficients				Slope

		Terminated from SSDI

		Log Monthly benefit amount

		Accident on the job

		Lost last job prior to SSDI

		Years of Schooling in 1982

		Age in 1982

		White

		Male

		Married in 1982

		Spouse employed in 1982

		Children under age 18 in 1982

		Health insurance coverage in 1982

		Work limitation in 1982

		Improvement expected as of 1982

		Type of impairment:

		Blindness or eye trouble

		Eye or retina condition

		Trouble hearing with aid

		Missing arm, leg, hand

		Bone or muscle condition

		Stiffness or deformity

		Nervous system condition

		Other paralysis

		Lung or respiratory condition

		Digestive system condition

		Cancer (malignant tumor)

		Any heart problem

		Inverse Mills Ratio

		Scale

		Log-Likelihood

		N





Table3

		Table 3: Probit Estimates of Job Search Outcomes

				Received				Work Earnings one				Work Earnings two				Work Earnings any

				Job Offer				year after				years after				year after

								search started				search started				search started

		Log Monthly benefit amount

		Accident on the job

		Lost last job prior to SSDI

		Years of Schooling in 1982

		Age in 1982

		White

		Male

		Married in 1982

		Spouse employed in 1982

		Children under age 18 in 1982

		Health insurance coverage in 1982

		Work limitation in 1982

		Improvement expected as of 1982

		Number of health conditions

		Type of impairment:

		Blindness or eye trouble

		Eye or retina condition

		Trouble hearing with aid

		Missing arm, leg, hand

		Bone or muscle condition

		Stiffness or deformity

		Nervous system condition

		Other paralysis

		Lung or respiratory condition

		Digestive system condition

		Cancer (malignant tumor)

		Any heart problem

		Number of job search methods used

		Contacted former employer

		Asked relatives

		Asked friends

		Answered ad

		Followed lead from:

		. state employment agency

		. private employment agency

		. vocational rehabilitation agency

		Contacted employers directly

		Used other job search method

		Inverse Mills Ratio

		Constant

		Log-Likelihood

		N





Figures

				Mean Work Earnings		Number of beneficiaries starting to seek for a job				av. Work earnings				defl. av. Work earnings						% working

		-5		5633.15		1				Not Term.		Term.		Mean Earnings, Not Terminated		Mean Earnings, Terminated		SSDI Earnings Limit		% with Earnings, Not Terminated		% with Earnings, Terminated

		-4		6076.95		3		1982		454.164		3700.28		454.164		3700.28		3600		0.124		0.407

		-3		5819.77		6		1983		542.183		5454.47		524.879287234		5280.3911702128		3600		0.106		0.59

		-2		4970.86		6		1984		582.503		7926.59		539.1251170213		7336.3120212766		3600		0.111		0.647

		-1		5001.03		18		1985		608.578		9668.59		543.8356595745		8640.0165957447		3600		0.111		0.702

		Year of Termination		7116.94		35		1986		605.075		10272.37		534.2683510638		9070.2841489362		3600		0.102		0.715

		1		9293.51		24		1987		513.606		11681.21		437.1114893617		9941.4553191489		3600		0.097		0.744

		2		10590.47		27		1988		533.534		12984.98		437.0438085106		10636.6325531915		3600		0.106		0.756

		3		12107.52		7		1989		526.555		13653.27		408.9203723404		10603.0713829787		3600		0.097		0.74

		4		12519.98		4		1990		490.85		14215.67		365.5265957447		10586.1372340426		6000		0.09		0.744

		5		13559.46		4		1991		459.956		13905.32		327.8409787234		9911.2387234043		6000		0.088		0.712

		6				4

		7				2

		8				3

		10				1

		11				1
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