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Key Findings and Policy Implications

This paper explores the large geographic differences in disability insurance rates across cities and states.
It uses IRS administrative data from 1996 to 2015, and allows tax records to be linked between adult
children and their parents. The paper finds that:

e Adult children from low income families display sharply varying probabilities of receiving DI
depending on the place where they grew up, while those from rich families show no similar
differences.

e Places where poor children grow up to have the highest rates of DI receipt tend to be “good”
areas based on many standard characteristics, including lower inequality, lower segregation,
higher school quality, and higher social capital. States with more generous earned income tax
credits, lower tax rates, and less progressive tax rate structures, also have higher DI rates.

e A substantial fraction of the geographic variation in DI rates can be explained by local labor
market conditions — meaning that more people apply to DI when the job prospects in their
geographic region are worse. However, the degree to which local labor market conditions affect
DI rates also varies geographically.

Analyzing the geographic differences in DI enrollment may be very important in understanding the
decision-making of people whose health is at the margins of potential eligibility, some of whom decide
to apply for benefits, and some of whom do not. Besides health, what influences those decisions? The
findings from this study highlight the role of a person’s childhood circumstances, rather than just their
current situation, and the role of local labor market opportunities. Also important was the finding that
enrollment sensitivity to local labor market conditions, itself, varies geographically.
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