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Effects of Employer
Health Insurance
on Disability Insurance
Claiming
Health insurance and employment decisions often go hand in hand in the United
States because most health insurance is provided by employers. The Affordable Care
Act (ACA), however, will change the way some workers think about their health
care because they will now be able to find guaranteed coverage through insurance
exchanges regardless of health or employment status.

C

ommentators are already concerned that health
care reform could influence large numbers of people to leave the workforce under certain circumstances. A
related concern is that more workers with disabling health
conditions could turn to disability insurance for their medical needs. Because the Social Security Disability Insurance
(SSDI) program has a 29-month waiting period from the
onset of the disability to the determination of eligibility
for benefits, workers who become disabled have faced a
difficult dilemma (often called “employment lock”): They

can attempt to keep working in spite of their impairment
to maintain health insurance from their employer or they
can stop working in order to apply for SSDI and risk an
extended period of time without insurance. The ACA
changes that calculation by making health insurance available to the unemployed at a reasonable cost.
Is this change likely to lead to sharp increases in SSDI
applications? If so, it could hobble a system that is already
oversubscribed. Indeed, according to the Social Security
Trustees, the SSDI system will begin paying out more in
benefits than it receives in payroll contributions as as
soon as 2016.
A new RAND study offers rigorous analysis of the
effect of employer-provided health insurance on workers’ decisions to leave the workplace and apply for disability insurance when they become disabled. Specifically,
it tests whether individuals who rely on their employers
for health insurance are more likely to continue working
after the onset of a disabling health condition than are
those with other health insurance options, such as coverage from a spouse’s employer.
The study finds that employer-provided insurance has
a strong influence on a certain type of newly disabled
worker—those who largely retain their physical functional
capacity and whose disability is expected to have high medical costs, such as cancer. These workers are 23 percent more
likely to continue to work in the years immediately following
disability onset (see the figure) if they rely on their employer
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Workers with low-severity,
high-cost conditions
are 23 percent more
likely to continue to work
if they rely on their
employer for insurance
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for health insurance than are those with the option of
obtaining health insurance through a spouse. Workers
with these types of health problems represent 20 percent
of newly disabled workers aged 51 or older.
By contrast, there is little evidence of employment lock
for other types of workers with disabilities, such as those
with more severe disabilities or lower expected medical
costs. The researchers hypothesize that the reason most
workers do not continue to work to retain their employerbased insurance is that they may be physically or mentally
unable to work: i.e., the effort cost of work is so large that
it outweighs the influence of other factors, such as retaining health insurance. Another reason could be that the
value of health insurance may be low for some conditions.
At the same time, researchers do not find evidence
of an effect on disability claiming, even among workers with low-severity and high-cost conditions: i.e., they
do not find that workers who decide to stay employed
would have applied for disability insurance benefits if
they had other options for their health insurance.
In sum, the study suggests that having an alternative to
employer-based health insurance does alter the decision
of some workers with disabilities: Those with low-severity,
high-cost conditions are more likely to leave their jobs if
they are covered by another health insurance option, such
as their spouse’s insurance. However, researchers find no
evidence that this reduction in continuing employment
leads to a corresponding increase in SSDI claiming. This
suggests that the ACA may substantially alter the employment—but not necessarily the SSDI claiming—decisions of
some newly disabled workers.
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