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Introduction

Temporary Disability Insurance (TDI) provides work-
ers with income while they recover from a serious
medical condition. Some argue that these benefits
allow workers to adjust to health shocks and return
to the workforce, reducing reliance on Social Security
Disability Insurance (DI). Yet, TDI could also encour-
age workers to apply for DI benefits by providing a
source of income during the lengthy qualification pe-
riod, which would increase the program’s administra-
tive burden and financial costs. Either way, spillovers
from a national paid leave policy could be consequen-
tial for the DI program.

This brief, based on a recent paper, addresses two
questions: 1) How does access to TDI benefits affect
the likelihood that older workers with severe impair-
ments apply for DI and end up receiving benefits?
and 2) How does TDI affect employment for workers
whose impairments are clearly not severe enough to
qualify for DI??

The discussion proceeds as follows. The first sec-
tion provides background on the current landscape of
TDI benefits and the debate on potential spillovers to
DI. The second section describes the data and meth-
odology for the analysis. The third section presents
the results. The final section concludes that expand-
ing access to TDI would substantially decrease appli-

cations to the DI program, slightly decrease benefits
receipt, and keep workers with severe impairments in
the labor force. At the same time, TDI might create
work disincentives for less vulnerable individuals.

Background

The national TDI landscape is a patchwork of state
initiatives and employer-provided benefits. At the
federal level, the Family and Medical Leave Act of
1993 (FMLA) provides unpaid leave for a serious
medical condition, but it does not replace lost earn-
ings and, in practice, it covers less than 60 percent of
the workforce.? Workers can access paid leave only
if they reside in states with TDI mandates or if their
employer voluntarily offers these benefits. Fifteen
states — including many of the most populous — have
enacted paid family and medical leave programs that
include TDI as a component (see Table 1 on the next
page). State TDI programs typically provide workers
with around 60 percent of pre-disability earnings for
six months, although the duration of benefits varies
greatly across states.* Employer provision of TDI is
relatively rare outside of the states with mandated
benefits.*

* Siyan Liu is a research economist at the Center for Retirement Research at Boston College (CRR). Laura D. Quinby is a
senior research economist at the CRR. James Giles is a former senior research associate at the CRR.
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TABLE 1. NaTIONAL TDI LANDSCAPE, 2024

Year policy enacted States

1943-1950 CA, NJ, NY, RI

1969 HI

2017-2019 CT, DC, MA, OR, WA
2020-2024 CO, DE, MD, ME, MN

Note: Most state programs are funded by a payroll tax.
However, HI and NY require employers to purchase plans
on the private market or self-insure.

Sources: Bipartisan Policy Center (2024); National Partner-
ship for Women and Families (2022); and Quinby and
Siliciano (2021).

Support for establishing a federal paid leave pro-
gram has also gained traction, sparking discussions
of potential spillovers to Social Security’s DI pro-
gram.’ Proponents of national paid leave argue that
TDI would allow workers — particularly older workers
who are most at risk — to adjust to health shocks and
resume employment, reducing reliance on DI.°® How-
ever, others caution that TDI could instead serve as an
on-ramp to DI: since TDI benefits are not considered
earnings, they could provide needed income during
the application process, encourage workers to apply,
and ultimately increase the DI rolls.”

Complicating matters further, DI is designed for
individuals with permanent and severe conditions that
preclude them from participating in the labor market.
Many workers with less severe impairments qualify for
TDI but are unlikely to ever receive DI benefits. These
individuals would likely keep working in some capac-
ity unless TDI allowed them to take time out of the
labor force. Policymakers considering a national pro-
gram need to know how TDI impacts all workers who
use the benefits, not just those who are DI-eligible.

Despite growing interest in TDI programs — and
the clear potential for spillovers to DI — research is
quite limited.® Hence, the goal of this analysis is to
examine how TDI impacts the decisions of workers
with different levels of impairment.

Data and Methodology

The data for our analysis come from the 1992-2020
Health and Retirement Study (HRS), which collects
information on workers’ health, employment, and DI
status. Our sample is comprised of full-time work-
ers ages 50-60 who experience a new work-limiting

shock.® The analysis tracks these workers for two to
four years after disability onset, allowing them ample
time to submit a DI application.’® We consider work-
ers by their access to TDI benefits; due to limited data
on employer coverage, we compare workers residing
in states with longstanding TDI mandates — Califor-
nia, New Jersey, New York, and Rhode Island — with
similar workers in other states."

The outcomes of interest are application for DI
benefits, receipt of the benefits, and employment
status. To measure the effects of TDI access, the
analysis compares the outcomes of interest for work-
ers with and without state-mandated TDI. Categoriz-
ing workers by the persistence and severity of their
disabilities allows us to identify potential DI appli-
cants, who account for 30 percent of our sample, as
well as workers with less severe impairments who are
unlikely to qualify for DI.'2

Results

This section starts by examining how access to TDI
affects DI applications and benefit receipt, as well as
employment, for the potential DI applicant group. It
then turns to the impact of TDI for those with less
severe impairments.

Impact of TDI for Potential DI Applicants

Up to four years after disability onset, 39 percent of
potential DI applicants had submitted a claim for DI
in non-mandate states, compared to only 27 percent
in states with a mandate (see Figure 1 on the next
page). This drop in applications, however, produces
only a small decline in actual benefit receipt — sug-
gesting that most of those no longer applying would
likely not have qualified.” We also see strong im-
pacts on employment — up to four years later, only 39
percent of potential DI applicants are employed in
non-mandate states, compared to 61 percent in states
with a TDI mandate. The finding seems to confirm
that the drop in applications not only alleviates the
administrative burden for the Social Security Ad-
ministration, but also allows would-be applicants to
continue working.

Potential DI applicants with access to TDI may
work longer for a couple of reasons: 1) they may use
their time on TDI to find a new job that matches their
current capabilities; or 2) TDI may provide time to
rest, recuperate, and allow them to return to their pre-
vious (or a similar) job. The evidence suggests that
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F1GURE 1. SHARE OF WORKERS AGES 50-60 WITH
SEVERE IMPAIRMENTS BY DI AND EMPLOYMENT
OutcoME UP TO FOUR YEARS AFTER ONSET, 1992-2020
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50%
39% 39%
27%
25% | 275% 23%
0%
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Source: Authors’ estimates from the University of Michigan,
Health and Retirement Study (HRS) (1992-2020).

access to TDI increases the share of people receiving
employer accommodations by 11 percentage points,
but has virtually no impact on self-reported health

in the short run (see Figure 2). The improvement in
accommodations could come from either potential DI
applicants using their time on TDI to find a job with
such supports or employers being more accommodat-
ing of existing workers."* The sample is too small to
differentiate between these two mechanisms.

F1GURE 2. SHARE OF WORKERS AGES 50-60 WITH SEVERE
IMPAIRMENTS WHO HAVE EMPLOYER ACCOMMODATIONS
AND IMPROVED HEALTH AFTER ONSET, 1992-2020
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Note: Accommodations measured at time of disability onset.

Source: Authors’ estimates from the HRS (1992-2020).

Impact of TDI for Workers with Less
Severe Impairments

As expected, access to TDI has no impact on the share
of workers with less severe impairments who apply
for or receive DI (see Figure 3). However, TDI does
seem to reduce employment. Whereas the employ-
ment rate was 65 percent in non-mandate states — up
to four years after disability onset — it was only 50
percent in states with a TDI mandate.

FIGURE 3. SHARE OF WORKERS AGES 50-60 WITH
LEss SEVERE IMPAIRMENTS BY DI AND EMPLOYMENT
OutcoME UP TO FOUR YEARS AFTER ONSET, 1992-2020
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Source: Authors’ estimates from the HRS (1992-2020).

Conclusion

Policymakers at the state and federal levels are in-
creasingly focused on expanding access to paid leave.
Advocates argue that providing medical leave to

older workers (TDI) may reduce their reliance on the
federal DI program and keep them in the labor force.
This brief finds that access to TDI does both: reducing
the DI application rate and increasing employment
up to four years after a health shock for workers with
severe disabilities. These responses also result in

a small decline in the disability rolls. On the other
hand, for those with less severe conditions, who are
unlikely to qualify for DI, TDI seems to lead to earlier
retirement.
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Endnotes
1 Liu, Quinby, and Giles (2023).

2 Rossin-Slater and Stearns (2020). The FMLA re-
quires employers with at least 50 employees to grant
12 weeks of unpaid leave to full-time workers with at
least one year of tenure.

3 Bipartisan Policy Center (2024).

4 For example, 43 percent of the workforce had
access to employer-sponsored TDI in 2022, but the
share is only 34 percent in the South, where no state
mandates TDI (U.S. Bureau of Labor Statistics, 2022).

5 Most recently, the Biden Administration included
paid leave in its Build Back Better plan of 2021. See
Boyens, Smalligan, and Shabo (2022) for a discussion.

6 Autor and Duggan (2010). This mechanism is
most salient when workers also have job protection,
which reduces re-entry costs. Proponents also argue
that experience-rating TDI premiums — as is done

in some states and all employer plans — incentivizes
employers to accommodate workers (Burkhauser and
Daly 2011). However, some argue that experience-
rating a mandated TDI benefit could discourage em-
ployers from hiring high-risk workers to begin with
(Maestas 2019).

7 Autor et al. (2013, 2015).

8 Autor et al. (2013) links state and industry-level
variation in TDI access to DI caseloads at the state
level. Autor, Duggan, and Gruber (2014) and Maestas,
Mullen, and Strand (2013) provide more indirect evi-
dence. See Quinby and Siliciano (2021) for a compre-
hensive literature review of the impact of paid leave
on workers’ labor supply.

9 Our final sample includes 1,238 individuals with
non-zero weights and non-missing information on
job characteristics before disability onset.

10 Messel and Strand (2019) find that the median
period from onset to application is 7.6 months using
Social Security administrative data. However, final
award decisions may require a longer processing time
and applicants may wait up to five years (Autor et al.
2015).

11 For this analysis, states must have enacted their
TDI policies before 2018, as we cannot yet track work-
ers in states with more recent policies. Workers in
states with mandated TDI and the other states have
similar characteristics prior to disability onset (see
Liu, Quinby, and Giles 2023).

12 Specifically, we define potential DI applicants as
those who expect their condition to persist beyond
one year, and who either: 1) self-report being in poor
health; 2) are newly diagnosed with a major health
condition defined by Smith (2005); or 3) experience
new difficulties with Activities of Daily Living or In-
strumental Activities of Daily Living. See Liu, Quinby,
and Giles (2023) for details.

13 The result on DI receipt is consistent with Maes-
tas, Mullen, and Strand (2013), who find that mar-
ginal DI applicants are less likely to ultimately qualify,
and their cases take longer as they go through appeal.

14 Employers have a financial incentive to be more
accommodating if they are in a state that requires
experience-rating of TDI premiums.
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