RESEARCH
Brief

Michigan
Retirement
Research
Center

University of

Health Insurance, Health care and
Labor Supply by Older Adults
Lauren Hersch Nicholas*

September 2011

Early workforce exits are publicly costly due to foregone payroll taxes and disability benefit payments, but also costly to
workers, whose SSDI benefits are typically lower than their earnings, and who lose the additional contributions to retirement
benefits and Social Security earnings credits associated with paid work. Despite a large literature that has shown the
importance of health status and disability on work and retirement decisions of older workers, relatively little is known about
the role of health care utilization in preventing or delaying workforce exit.
In this paper, I consider the role of commonly performed elective surgical treatments for chronic illness in older adults’
decisions to apply for SSDI or claim Social Security Old Age (retirement) benefits prior to full retirement age. I focus on
elective joint repair for arthritis patients and angioplasty for heart disease patients. The medical literature suggests that these
treatments target patient quality of life rather than length of life. Thus, by improving patients’ pain and mobility, elective
surgical procedures may facilitate increases in recipients’ functional status and ability to participate in paid and unpaid work.
I use panel data from the Health and Retirement Study to follow older adults with work-limiting disabilities who develop new
chronic conditions between 1996–2008. Comparisons of patients who do and do not receive elective surgery suggest that both
angioplasty and joint replacement surgery reduce the probability of applying for Social Security Disability Insurance by up to
22 percentage points for arthritis patients and 19 percentage points for heart disease patients. These surgeries also appear
to delay the age at which a respondent first claims Social Security benefits including SSDI or early retirement benefits by 1.3
years for those with arthritis and 4.5 years for heart disease patients.
Patients who experience spells of uninsurance between condition onset and Medicare eligibility are 13 percentage points less
likely to receive angioplasty than other patients with heart disease. There was no difference in the probability of receiving joint
replacement for those with and without uninsurance spells.
Findings from this study have important implications for beneficiary well-being, Social Security financing, and expansion of
comparative effectiveness research. Expansion of workplace policies to promote use of surgical procedures that would allow
employees to return to their jobs could help to extend work lives. While the current SSDI program does not provide access to
medical care for the first 27 months, alternative programs could be created to provide temporary benefits to workers using
unpaid leave for surgery and rehabilitation under the Family and Medical Leave Act, for example. Alternatively, the program
could provide targeted health care benefits for uninsured or underinsured workers to reduce or eliminate their share of outof-pocket spending on surgery.
Findings also suggest that changes to the Medicare program may have important consequences for OASI outlays. Although
this paper demonstrates a link between medical care utilization and economic outcomes, comparative effectiveness analyses
often fail to consider these endpoints. Provisions in the Affordable Care Act aim to reduce variation in rates of elective
procedure utilization in Medicare. This may have adverse effects on work and Social Security claiming behavior amongst
younger beneficiaries, including those qualifying though SSDI. Further research on these program interactions can help to
inform policymakers about the consequences of changes to Medicare policy for OASDI financing. Reductions in availability of
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discretionary treatments designed to save money in the Medicare program may be costly in the long-term if they reduce labor
supply from older adults who would otherwise keep working. Policy changes or demonstration programs targeted at specific
subgroups of workers with chronic health conditions may be one way for the SSDI program to help enable them to remain in
the workforce rather than claiming benefits long-term.
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