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Workers injured on the job in the United States are 
potentially eligible for indemnity benefits from workers’ 
compensation (WC). Around 17% of WC claims 
involve permanent disabilities that lead to longer-term 
(“permanent”) benefits or a lump-sum settlement. Disabled 
workers — whether or not the disabilities result from one’s 
job — are also potentially eligible for disability benefits 
from Social Security Disability Insurance (SSDI). 

We study whether workers injured in the workplace, 
who get permanent partial disability (PPD) or permanent 
total disability (PTD) benefits under WC, go onto SSDI 
and receive SSDI benefits as well. We also explore 
whether, when workers are eligible for benefits under 
both programs, SSDI benefits appear to be appropriately 
reduced (“offset”), based on programmatically built-in 
offsets designed to prevent beneficiaries of both programs 
from receiving more than a given benefit threshold relative 

to prior earnings. These offsets are difficult to implement, 
and recipients are incentivized to try to preserve eligibility 
for benefits from both programs. We use data from the 
Health and Retirement Study (HRS), and linked restricted 
data from the Social Security Administration (SSA). 

This research has import for SSDI and WC policy. 
For SSDI, in most states benefits are, in many cases, 
supposed to be reduced to offset WC benefits. If this is not 
occurring, then a better system to track SSDI enrollees 
compensated by WC and to apply the appropriate offsets 
could reduce SSDI expenditures without depriving 
disabled workers of their entitled compensation. Moreover, 
if workers are experiencing permanently disabling injuries 
that should be fully compensated by WC but instead go on 
to SSDI, then WC experience ratings (basing insurance 
premiums in part on historical claims) may not be creating 
incentives to promote workplace safety, leading to more 



disabling workplace injuries, imposing costs on both 
systems, and reducing worker well-being.

Workers’ compensation and Social 
Security disability insurance offsets

In most states, SSDI benefits are supposed to be 
reduced when combined SSDI and WC benefits exceed 
80% of prior earnings. In some states, the offsets are 
instead supposed to reduce WC benefits (“reverse 
offsets”). In principle, there is coordination between the 
two programs to avoid paying benefits that are too high 
relative to lost earnings. However, it can be difficult for 
SSA to obtain WC payment information and complicated 
to use this information to calculate offsets. This can be 
especially problematic with lump-sum WC settlements, 
which make applying the 80% rule challenging. Perhaps 
because of these complications and the financial stakes, 
attorneys help workers avoid or reduce offsets by 
suggesting specific ways to specify lump-sum settlements 
(making monthly benefits seem smaller) and/or specifying 
some benefits as medical, which are not used in the offset 
calculation.

Our approach

Most past work on this topic is based solely on SSA 
data and does not account for the potential difficulty SSA 
has in determining WC receipt. The HRS provides an 
independent measure of WC receipt. The HRS also asks 
respondents whether the workplace injury was permanent 
or temporary and the permanent disability rating 
(essentially, the percent of work capacity lost). Thus, we 
can characterize SSDI receipt for those HRS respondents 
who report getting WC benefits and tie SSDI receipt to 
details on their WC-compensable injuries. We also look in 
detail at the SSDI-offset information in the matched SSA 
data. We are able to document differences by whether a 
state has a reverse offset or not.  

The matched data let us identify SSDI recipients 

who, based on the HRS, are getting WC benefits for 
permanently disabling injuries. Information in the SSA data 
points to a few important case types, including: whether 
SSA offsets WC benefits; whether SSA has knowledge 
of WC receipt; and, for the unknown cases, whether an 
individual who is in a reverse offset state or not. In the 
latter cases, SSA should have knowledge of WC benefits 
whereas, for reverse offset states, there might be no 
reason for SSA to have or record this information. 

Results

Our analysis leads to the following key findings: 

 �A large share of workers who suffer permanently 
disabling, WC-covered injuries end up on SSDI: 31% 
based on self-reported data in the HRS and 50% 
based on combined HRS and SSA administrative 
data.

 �SSA appears to be missing information on a sizable 
share of WC-benefit recipients for which SSDI offsets 
could potentially be applied (31% to 35%, depending 
on the precise data used). Moreover, based on SSA 
data, the frequency with which SSDI benefits are 
reduced due to a WC offset seems surprisingly low 
(33%) — at least based on the information we have. 

Discussion

In future work, we will do more to try to determine 
whether offsets occur when lawfully required by expanding 
our use of the data sources. It would be useful to combine 
Social Security earnings records and WC and SSDI benefit 
formulas to try to assess where the SSDI offset rule is 
more likely to apply. 

A larger challenge is studying reverse offset states 
and whether, in these states, WC benefits are reduced 
when workers receive SSDI benefits for WC-compensable 
injuries. This will require different data — most likely WC 
insurance claims matched to SSA administrative data. The 



ability to merge data on SSDI benefits and WC insurance 
claims would provide the most definitive evidence on all 
of the questions we consider, given the small number of 

observations we can glean from the HRS data and from 
the matched HRS and SSA data on permanently disabled, 
WC-compensated workers.v
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