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  There is increasing evidence that health care accounts for only a modest fraction of the variation in 

individual and population health (McGinnis et al. 2002). This begins to explain why the U.S. lags behind 

most other wealthy nations in life expectancy and infant mortality, although the U.S. spends far more on 

health care and biomedical research than any other nation (United Nations Development Programme 

2004).  At the same time, there are strong and well documented associations between health and 

socioeconomic factors. This suggests that “nonhealth” factors - i.e., social and economic determinants - 

and related policies deserve heightened attention, alongside biomedical factors, in determining individual 

and population health. Although researchers and policymakers increasingly recognize the general 

importance of social and economic factors for health, the peer-review research literature includes very 

limited research on or discussion of the health effects of public policy in these “nonhealth” domains. 

In particular, though there is a large and rapidly growing body of research that documents a strong 

and robust association of income with health (Haan, Kaplan, and Syme 1989; Lantz et al.1998; Duncan 

1994; Mare 1990; McDonough, Duncan, Williams, and House 1997; Marmot et al. 1991; Menchik 1993; 

Pappas et al. 1993), there is little research examining the effects of income support or supplementation 

policies on health.  Understanding the impact on health of major government income supplementation and 

support programs is important for understanding the role this major domain of social and economic policy 

might play in improving individual and population health.   

This paper explores both the promise and the problems associated with research on the relationship 

between government income support policies and health.    We first briefly review the extensive empirical 

research supporting claims that income affects health, and then briefly consider why this research has not 

translated more into public policy research and practice. We next consider recent work focused on the 

causal direction of  the relationship between income and health, and suggest that this and the more general 

literature on income and health both suggest the utility for both science and policy of better understanding 

how much, when, and why income support policies affect health. Then, we suggest why income support 

policies targeted at the elderly provide particularly fertile ground for studying the effects of income 
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supports on health. Last, we review prior evidence and some new data on the health effects of income 

supports targeted at the elderly, and present some new analyses regarding the Supplemental Security 

Income (SSI) program, an income support targeted at the poorest elderly Americans. 

Why Should We Study Health Effects of Income Support Polices and Why Don’t We? 

Empirical Evidence from Social Epidemiology and Sociology 

The rationale for asking whether income transfer policy causally affects health is the considerable 

evidence of a strong and predictive association between income and mortality and morbidity. Several 

decades of sociological and epidemiological research supporting the hypothesis that income affects health 

suggest that we may be able to significantly improve population health by supporting and supplementing 

incomes at the broad lower end of the income distribution and particularly among the poor.  However, 

only direct study of the extent to which income supports affect health can evaluate this policy implication.   

Why do sociologists and epidemiologists believe that income affects health? First and foremost 

people with low incomes die sooner than people with higher incomes (Duleep 1986; Haan, Kaplan, and 

Syme 1989; Menchik 1993; Duncan 1994; Fox, Goldblatt, and Jones 1985; Mare 1990; McDonough, 

Duncan, Williams, and House 1997).  Data from the American Changing Lives Study, which is a 

nationally representative 16 year longitudinal study of those aged 25 and over first interviewed in 1986, 

reflect this.   By the year 2000, among those with incomes of less than $10,000 in 1986, over 40 percent 

had died, while less than 10 percent had died of those with 1986 incomes above $30,000 (House, Lantz 

and Herd 2005).  Table 1 shows mortality analyses for those aged 45 and over using the Panel Study of 

Income Dynamics between 1972 and 1989.  While those with annual household incomes of less than 

$15,000 comprised 17 percent of the sample, they comprised 23 percent of deaths over the 17 year period.  

Contrastingly, those with annual incomes above $70,000 comprised 17 percent of the sample population 

and just 4 percent of deaths (McDonough et al. 1997).  As Table 1 also demonstrates, however, income 

has diminishing returns with increases in income having the most positive impact on health for the 

poorest individuals and still substantial but diminishing effects up to around the median income level 

(Backlund et al. 1996; House et al. 1990; Mirowsky and Hu 1996; Sorlie et al. 1995).   
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Second, lower income people’s living years are dominated by more health problems than are higher 

income people’s.  They have more chronic conditions, functional limitations, higher rates of mental health 

problems and generally report lower health status (House et al. 1994; Kington and Smith 1997; Mirowsky 

and Ross 2001; Mulatu and Schooler 2002).  Table 2 shows the proportion of individuals, by poverty 

status, reporting an array of health problems in the 2003 National Health Interview Study (National 

Center for Health Statistics 2005).   Compared to those living above 200 percent of the poverty level, 

those living below 100 percent of the poverty level, were more likely to have asthma attacks, back and 

neck pain, a disabling chronic condition, vision and hearing problems, psychological problems, 

hypertension and were more than three times as likely to report their general health as fair or poor.   

Finally, studies have also found that the duration of poverty matters for health; the longer the poverty 

spell, the worse is ones’ health (Lynch et al. 1997).  Compared to those in the 1984 Panel Study of 

Income Dynamics who reported no poverty spells over the prior 16 years, those who reported transient 

poverty had self-reported health scores (individuals report whether their health is excellent, very good, 

good, fair or poor) that were 17 percent lower and those who had reported persistent poverty had self-

reported health scores that were 32 percent lower (Mcdonough and Berglund 2003).  

But what are the mechanisms that connect this relationship?  Low incomes and the associated lack of 

health insurance adversely affect access to and quality of health care, but, health insurance and health care 

probably account for 10-20% of the relationship (McGinnis 2002).  Over two decades of epidemiological 

and sociological research has focused on how material deprivation, psychosocial factors, and work link 

income to health.  Poor people have difficulty meeting basic needs such as good nutrition and safe and 

healthy home and work environments, which are imperative to good health (Adler et al. 1993; Stokols 

1992).  For example, poor children are more likely to report food insufficiencies and are more likely to be 

iron deficient (Alaimo et al. 2001).  Further, studies find that a substantial part of the relationship between 

low incomes and health can be explained by deprivation—individuals reporting they could not afford 

basic amenities such as housing, food, and clothing (Stronks et al. 1998). 



 5

Low-incomes are also predictive of less tangible psychosocial risk factors, which, in turn, are 

predictive of health (House and Williams 2000).  Low-income people face high levels of stress, which 

play a significant role in the onset of disease (Adler et al. 1993; Byrne and Whyte 1980; Cohen, Tyrell 

and Smith 1993; Hayward, Pienta, and McLaughlin 1997).  In addition, low income individuals are more 

vulnerable to undesirable life events, such as job loss, large financial losses, separation and divorce, 

widowhood, and deaths of loved ones, and also experience more chronic stress at home and work 

(McLeod and Kessler 1990; Turner Wheaton, and Lloyd, 1995). Low income individuals are more 

socially isolated, which is predictive of poor health (House et al. 1988; Turner and Noh 1988; Turner and 

Marino 1994).  Having a limited sense of control over one’s life, and increased levels of hostility and 

hopelessness, are traits more common among poor people that are also predictive of poor health (Rodin 

1986; Rowe and Kahn 1987; House and Williams 2000).  Moreover, environmental hazards and physical 

demands at work and home, to which lower income people are also m ore exposes, may negatively affect 

health over time (Borge and Kristensen 2000; Bosma et al. 1997; Lundberg 1991; Moore and Hayward 

1990).    

One of the most cited explanations for socioeconomic differences in health centers on behavioral 

factors.  Individuals with low incomes are more likely to smoke, drink, and exercise less (Lantz et al. 

1998).  But these factors account for 10-20% of the association between socioeconomic status and 

mortality (Lantz et al. 1998).  Moreover, these behaviors are more strongly associated with educational 

attainment than they are with income (Ross and Mirowsky 2003).  Nonetheless, the association between 

poverty and risk behaviors clearly explains some of the relationship between income and health. 

Why Has This Evidence Not Been Translated Into Policy Action? 

But despite all this evidence, increasingly based on long-term prospective and even some quasi-

experimental research, and the general acceptance of a causal relationship between income and health 

among social epidemiologists and sociologists, this has not translated into policies aimed at improving 

population health.  To the extent that policymakers address population health and health disparities, it is 

almost exclusively through policies aimed at increasing access to health care and expanding biomedical 
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research.  Rarely do policymakers consider the health implications of broader social and economic 

policies and specifically income support policies.  For example, discussions around reforms to Social 

Security and Supplemental Security Income (a means tested income support for the elderly, blind, and 

disabled) never include discussion or research on the potential health impact of cuts or increases in 

benefits.  The largest income support earlier in the life course, the Earned Income Tax Credit (EITC), was 

expanded throughout the 1990s leading to large reductions in poverty among its recipients.  But 

evaluations of the EITC were largely confined to its impact on labor force participation among its 

recipients (Meyer 2002).  Neither policymakers, nor policy researchers, have considered the potential 

impact of the EITC on health.  Instead, throughout the 1990s, discussions about health among 

policymakers and researchers centered on Medicaid expansions and ways of generally expanding access 

to health insurance and thus health care.   

Social epidemiological and sociological evidence regarding the impact of income on health may not 

have translated into new policies, or even the evaluation of existing income support policies for a variety 

of reasons. First and foremost, is the widespread belief that individual and population health is solely or 

largely the result of health care and related biomedical research and policy, despite the wide range of 

research increasingly suggesting that access to and advances in medical care can explain only 10-20% of 

the massive improvements in population health of the nineteenth and twentieth centuries in developed 

countries (McKeown 1979; McKinley and McKinley  1977; Preston, 1977; Bengtsson 2001; Bunker et al. 

1994; McGinnis 2002, but see Culter 2004 for a more expansive estimate of the impact of health care on 

health).  In perhaps the most careful analysis, Bunker and colleagues (1994) estimated that only about five 

of the thirty-year increase of life expectancy in the United States in the twentieth century were due to 

preventive or therapeutic medical practice (including vaccinations), with the bulk of it attributable to a 

combination of public health and sanitation (which antedated but increasingly were informed by modern 

biomedical science) and especially broad patterns of socioeconomic development, with associated 

improvements in nutrition, clothing, housing and household sanitation, and other conditions of life and 

work. The importance of nonmedical factors in health is also suggested by the persistence and perhaps 
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even increase of socioeconomic disparities in health in countries with universal health insurance or care 

(Marmot et al. 1987) and alongside massive medical innovation (Pappas et al. 1993).   

Given the belief that population health is largely driven by access to medical care and biomedical 

research, it is unsurprising that there is institutional separation in the policy area between those who focus 

on health as an outcome versus those who focus on other economic and social outcomes.   Even within 

the Department of Health and Human Services researchers focused on income supports and those focused 

on health policy are located in separate divisions, as is also true in the Department of Labor; and health is 

hardly on the agenda of other Departments with significant economic foci (e.g., Commerce or Treasury).     

While an emphasis on biomedical explanations for poor health clearly explains some of the lack of 

interest in the effects of income on health, an equivalently important explanation is the policy context in 

the United States.  First, the U.S. is the only industrialized country that does not have universal health 

insurance.   Since the Progressive era, plan after plan for universal health insurance has failed to become 

law, despite consistent public support for such a policy, mainly because of a myriad of interest groups, 

from physicians to health insurance companies, who avidly fought its creation, at least under public 

auspices (Hacker 2002; Quadagno 2005).  Thus, almost all of the policy debate has centered on whether, 

and how, to create greater and ideally universal access to health insurance and care.  This likely has left 

little room for thinking about alternative policy approaches to improving population health.  

Furthermore, the United States has a limited welfare state relative to comparable industrialized 

countries, which makes efforts at poverty reductions or universalizing health insurance through public 

policy difficult (Esping Andersen 1990; Lipset 1996).  In this way, as in others, the U.S. is known for its 

‘exceptionalism.’  That said, the U.S. does have substantial income support as well as universal health 

insurance policies, most notably for the elderly, which could positively affect population health or may 

have already.   

A final reason why social epidemiologic evidence has not translated into policy is the belief among 

many policy researchers and economists that income does not causally affect health status. Instead, their 

theory and research focuses on the opposite relationship: how health status affects earnings, income, and 
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wealth. Health shocks lead to high out of pocket medical expenses, job loss and wage reductions, as well 

as changes in consumption behavior, all of which limit the accumulation of income and assets (Smith 

1999; Palumbo 1999; Lillard and Weiss 1996).  Alternatively, other factors may causally influence both 

income and health meaning the income-health association is simply spurious.  For example, perhaps 

genetic factors determine both health and income.  Basically, health is a human capital variable (alongside 

education and training) that determines economic well-being, not the reverse (Grossman 1972).   

Recent Research on Causal Effects of Income on Health (and Vice Versa) 

A small but growing body of research has begun to estimate the extent to which the undisputedly 

sizable association between income and health is a product of the effect of income on health rather than 

vice versa.  Early epidemiological and sociological work relied largely on cross sectional data to show the 

relationship between income and health (House et al. 1990; Kessler and Neighbors 1986; Ross and Huber 

1985).  Thus, these data could provide support for the hypothesis that income affected health, but not 

strong causal evidence.  However, throughout the 1980s and 1990s longitudinal studies that tracked health 

and basic income, education, and occupational measures became more common (e.g., Burkhauser and 

Gertler 1995; House et al. 1994; Lynch et al 1997; Maddox and Clark 1992; McDonough et al. 1997; 

Moore and Hayward 1990). To make stronger causal claims, researchers began controlling for baseline 

health status and then examining how income levels and trajectories predicted subsequent changes in 

health over time (Fox, Goldblatt, and Jones 1985; Lantz et al. 1998; Haan Kaplan, and Syme 1989; Lynch 

et al. 1997).   

Some researchers, however, question whether even this approach could establish a true causal claim, 

arguing it could not rule out unobserved individual characteristics that determine both income and health, 

such as genetic factors, childhood health, and childhood socioeconomic factors. Thus, recent studies have 

implemented individual fixed effect models with panel data to control for time invariant individual 

characteristics (Adams et al. 2003; Frijters et al. 2005; Lindahl 2004).     

Other studies have focused on children or the elderly, as health shocks are less likely to have a direct 

causal effect on family income for children and retirees. Case and colleagues (2002) found large impacts 
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of parental income on childhood health (measured as self-reported health status, number of days spent in 

bed due to illness, number of days that health restricted normal activities, the number of hospital episodes, 

and number of schools days missed due to illness) using both cross sectional and longitudinal studies.  

They were able to rule out health at birth, genetic factors, parental health, and health insurance as 

explanations for the income effects.  Furthermore, the income disparities in health widened as children 

aged.  These findings were particularly striking given the limited variation in childhood health.   

Adams and colleagues (2003) focused on those aged 70 and over and found mixed evidence.  Linking 

individual measures of socioeconomic status to health showed that education was predictive of diabetes, 

arthritis, and cognitive impairment.  Wealth was linked to lung disease.  Income was linked to psychiatric 

problems and poor housing conditions were linked to general self-rated health.  But given the nonlinearity 

between wealth and income and health, an alternative approach that compared individuals with low and 

high SES produced more significant results.1  Low SES was predictive of cancer, lung disease, arthritis, 

hip fractures, cognitive problems, psychiatric problems, depression, and self rated health.    

The mixed findings of Adams and colleagues may be due to their study examining only the older 

population. It has been shown that the simple correlation between SES or income and health becomes 

weaker in old age (Becket 2002; Herd 2006; House et al. 1990).  One common explanation is that 

mortality selection operates differentially by income and SES, leaving an increasingly healthier (at least 

relatively) population of lower income and SES at older ages.   Another is that biological factors become 

even more powerful predictors of health than social factors in old age (Herd forthcoming; Robert and 

House 1994). Though individuals with high educational attainment and income are able to stave off health 

decline longer than their peers with limited educational attainment and low incomes, even the well off 

cannot escape ill health and mortality in old age. Further, Social Security provides substantial income for 

most older individuals.  Poverty, and especially extreme poverty, is less common among elderly 

individuals due to these supports (Mirowsky and Ross 1999).   

                                                 
1 High SES was defined as top quartile in wealth and income, college education, and good neighborhood and 
dwelling.  Low SES was defined as bottom quartile in wealth and income, less than a high school education, and 
poor neighborhood and dwelling. 
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Other researchers have exploited quasi experimental unanticipated increases in income.  Jonathon 

Meer (2003) and colleagues examined whether changes in wealth had effects on health.  They found a 

small effect of wealth on health that was rendered statistically insignificant when wealth was 

instrumented using inheritances.  There are a couple of concerns with using inheritances as an instrument.  

First, if inheritances involve the death of a parent it could reflect adverse intergenerational influences on 

health and hence not be exogenous to health.  Second, since inheritances occur mainly at the upper end of 

the income distribution, but the association between income and health is strongest at the bottom end of 

the income distribution, the study is biased against finding an effect of income on health.  Furthermore, 

the authors used only a dummy variable for self reported health status—excellent/very good/good and 

fair/poor—hence capturing limited variation in health and further biasing the effect downward.        

A study in Sweden found a strong effect of income on mortality, obesity, and mental health (Lindahl 

2005).  Around 20 percent of the survey sample had received lottery winnings and estimates of the effect 

of income on health were not altered when income was instrumented using lottery winnings.    

Finally, Frijter (2005) examined how increases in income associated with East Germany’s transition 

to a market economy, which were exogenous to individuals, affected individuals’ satisfaction with their 

health—a scale from 1-10 ranging from very satisfied to very unsatisfied. They found small but 

significant impacts.  However, given the enormity of the change associated with a transition from a 

centralized economy to a market-based economy, along with the other profound social changes associated 

with the transition from Soviet bloc to a Western European, there may have been unobserved factors for 

which the researchers could not account that may have had an opposite effect on satisfaction with health.   

In sum, findings from recent research that have attempted to address causality head-on have been 

mixed though largely consistent with an impact of income on health.  Some studies have found small 

effects for specific health measures and other studies have found large effects. And while these studies 

have better addressed selective individual characteristics and the confounding effects of employment, 

many had other limitations, including omitted variable bias.  In particular, prior research has emphasized 

the finding that it is poverty that is bad for health, but most of the prior studies test a linear relationship 



 11

between income and health.   Further, almost of all of these studies capture short term changes in health 

despite evidence that it is chronic poverty, as opposed to short term poverty, which has the largest 

association with health (McDonough and Berglund 2003). 

The Need for Research on the Effects of Incomes Support Policies on Health 

All of the above suggests the need for increased attention to the potential health impacts of income 

support policies.   Unresolved questions regarding the causal relationship between income and health 

provide one powerful rationale for pursuing this line of research.  Changes in income transfer policies 

arguably represent sizable and long-term exogenous shocks or natural experiments, providing an 

alternative way to estimate the causal impact of income on health.  Thus, evaluation of the health impacts 

of planned and unplanned exogenous (at least to health) changes in income support policy can advance 

basic scientific understanding of the extent of the impact of income on health.  

But there are even more important policy related rationales for pursuing this research.  First, if there is 

evidence that income supports affect health this provides a powerful new rationale for maintaining and 

strengthening existing income support policies as well as creating new ones: enhancing the quantity and 

quality of life and health in the United States.  Currently, when policy analysts consider the ramifications 

of changes to income support policies like Social Security, Supplemental Security Income (a means tested 

income support for the elderly blind, and disabled), and the Earned Income Tax Credit (EITC), they do 

not consider the potential health implications when cutting or expanding these benefits.  This additional 

outcome could have a profound impact on cost benefit analyses of policy formulation and reform.   

Second, this evidence could fundamentally reframe how policymakers think about health policy. No 

longer would policymakers think about expanding access to health insurance and expanding funding for 

biomedical research as the only avenues for improving population health.  Income support policies could 

be among the most important nonhealth policies affecting health and consequently may help resolve 

America’s paradoxical crisis of paying more for health care than other developed countries, but getting 

less in terms of levels of population health.  We rank at the bottom of comparable countries in regards to 
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infant mortality and life expectancy (Starfield 2000).2  At the same time, the U.S. also has the highest 

poverty rates (calculated as the percentage of individuals living below half of median income) in the 

industrialized world (Smeeding, Rainwater, and Burtless 2002). These high poverty rates are largely 

attributed to limited income support policies in the U.S. compared to these other countries (Smeeding, 

Rainwater, and Burtless 2002).  Lagging population health in the U.S. may be a consequence of our high 

poverty rates. 

Clearly, further research on the effects of income supports on health could advance both policy 

science and our basic scientific understanding of the relationship between income and health.  But we also 

note that while our focus is on testing the effects of income supports on health, a greater focus is also 

needed on the effects of health policy on socioeconomic outcomes ranging from education and 

occupations to income and wealth.  A considerable body of historical economic and demographic 

research suggests that improvements in health substantially improve peoples’ educational attainment, 

employment, productivity, earnings and general economic well-being (Fogel, 2004).  

Focusing on the Health Effects of Income Supports on the Elderly 

In the U.S., a viable strategy for assessing the effect of income supports on health is to focus on the 

elderly.  While, as we pointed out above, the gap in health status between the rich and poor decreases with 

age, it is still substantial for people in their 60s and 70s (Herd 2006; House et al. 1990; House et al. 1994).  

And there is no other point in the life course when incomes are so affected by income support policies. On 

average, Social Security comprises 40 percent of annual incomes among those aged 65 and over.  

Moreover, it comprises 80 percent of incomes for one-fifth of those aged 65 and over (SSA 2004).  

Furthermore, for those that fall below eligibility guidelines for Social Security or those whose incomes 

                                                 
2 There has been some concern that measurement issues play a role in the U.S.’s relatively low world ranking on 
infant mortality (CBO 1992).  But even with alternative measures the U.S. only moves from 22nd to 19th place.  
Accounting for the greater likelihood of physicians in the U.S., compared to other countries, to resuscitate infants 
younger than 28 weeks gestational age may further shrink this gap.  In essence, limited data shows that the U.S. is 
more likely to classify those born before 28 weeks gestational age as live births.  But even if this were to entirely 
close the gap, which is very unlikely, the U.S. would still be spending twice as much on medical care and at best be 
getting the same outcomes. 



 13

fall well below the poverty threshold, Supplemental Security Income (SSI) provides an additional safety 

net to offset extreme poverty, further subsidizing incomes for about 6 percent of elderly Americans.    

Social Security and SSI have offset the most severe forms of economic deprivation among the 

elderly.  This is critical from a health perspective because almost all prior evidence shows that the largest 

reductions in health are associated with changes in income among those with the most limited incomes 

(e.g., Backlund et al. 1996).  Social Security has been remarkably effective at reducing poverty rates 

among the elderly.  Between 1960 and 2005 the elderly poverty rate dropped from almost 30 percent to 

10 percent, which is largely attributable to rising Social Security benefits (Engelhardt and Gruber 2004).  

SSI further protects the very poor.  Though eligibility criteria vary by state, almost all participants qualify 

if their incomes fall below about 75 percent of the poverty level.   

        Another reason old age provides an interesting venue for research is that income disparities in health 

widen almost from birth up to peoples’ early 60s, but diminish in old age.  That is, differences in both 

morbidity measures and mortality measures between those with low incomes and high incomes expand all 

the way across the life course until around when individuals reach the eligibility age for Social Security 

and Supplemental Security Income (SSI), but then begin to lessen. These patterns are consistent with the 

claim that the Social Security and SSI have important beneficial effects on health (Herd 2006; House et 

al. 1994).   Of course, most people become eligible for Medicare and Social Security at the same time, so 

the pattern of changes in health status may be due to Medicare as well as or even instead of Social 

Security. Although explanations for declining health disparities in old age remain largely speculative at 

this point, they do suggest interesting questions and hypotheses surrounding generous income supports in 

old age.   

The most significant and costly health transitions occur in old age. If income transfers benefit health 

at these ages, they could have large effects on population health and health care spending.  Among those 

aged 65 and over, 37 percent of men and 27 percent of women have heart disease, half of this group has 

hypertension, and 20 percent have health problems that limit their activities (Federal Interagency Forum 

on Aging-Related Statistics 2004).  These health problems are reflected in medical spending.  Mortality 
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rates rise substantially as people age and the most expensive year of life, in terms of medical 

expenditures, is the year before death (Lubitz and Riley 1993).  However, the later in old age that one 

dies, the smaller the amount of medical expenditures in that last year of life (Lubitz, Beebe and Baker 

1995).  Thus, postponement of mortality in old age, if due to better health, could lead to substantial 

savings in medical care expenditures.  And given the fact that the fastest increases in medical spending 

have occurred among the elderly over the last 40 years, any reduction in medical spending on this group 

would help reduce rapidly rising health care costs (Meara, White and Culter 2004).     

Evidence for Effects of Income Support Policy on Health among the Elderly 

There have been only a handful of studies that directly estimate the causal effects of income transfer 

policies on the health of the elderly.  These have been done both outside of and within the United States, 

and we examine both here. For the U.S., we focus on the health effects of Social Security and the 

Supplemental Security Income program (SSI), the two largest income transfers, including new findings 

from a study examining the link between within state changes in SSI benefits over time and disability 

rates among the elderly. 

International Evidence 

There have been a few promising studies in developing countries, though the extent of their 

applicability to the developed world is arguable. Under an income support experiment, titled 

PROGRESSA, the Mexican government has been providing since 1997 about $800 million in aid to 2.6 

million rural families, almost one-third of all rural families.  The program has certain conditions that 

families must meet to obtain aid.  Families must seek preventative health care, children up to age five 

must have their growth monitored in clinic visits, and mothers must receive prenatal care and receive 

health education counseling. Additional income supplements were also available if school age children 

attend school. And finally, the income was distributed directly to mothers, an important distinction in a 

patriarchal culture (Gertler 2000). 

The results showed striking improvements in health for children, adults, and those over age 50.  

Those over age 50, whose only requirement for participation was a yearly preventative check up, had 
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significant reductions in activity limitations due to illness, fewer days bedridden due to sickness, and 

more generally an increase in energy levels as measured by their ability to walk distances without 

significant fatigue. Children and adults also showed improved outcomes.   But it could not be proven than 

income had an independent effect on the children’s health, due to the medical care requirements linked to 

the receipt of income benefits.  Because of its success the program is now being generalized to urban 

Mexico and adopted by Argentina, Columbia, Honduras, and Nicaragua.   

Another study, though not an experimental one, looked at the expansion of pension income to black 

South Africans leaving them with comparable pension levels to whites. Thus, recipients had more than 

twice the median per capita income of black South Africans.   Case (2004) found that in households that 

pooled income into a common household fund, the receipt of pension income was positively connected to 

the self reported health status of all household members and height for children.  In households that did 

not pool income, however, the relationship between receipt of pension and health status was only 

correlated for the pensioner.  The health improvements seemed to be a product of better nutrition, better 

living environments and less stress, all of which resulted from higher incomes. 

United States:  Social Security and Supplemental Security Income 

Social Security 

The most obvious income support to examine in old age is Social Security, given the magnitude of 

the program’s effect on incomes, especially on poverty among elderly Americans.  But it is also quite 

difficult to estimate whether Social Security affects health. Simply examining whether those with higher 

Social Security benefits have better health will not indicate whether Social Security benefits improve 

health because Social Security benefits are based on individuals’ prior earnings, which may have been 

negatively effected by prior health.  Thus, lower Social benefits may have been determined by prior 

health status.   

One approach to examining the effects of Social Security on health is to focus on the impact of Social 

Security on population health over time. Ongoing work by Peter Arno, Clyde Schecter, and House has 

sought to detect a health impact of Social Security by examining the mortality experience of different 
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adult age groups over the twentieth century. An advantage of this approach is that it takes into account the 

nonlinearity in the relationship between income and health.  Changes to Social Security over this period 

led to massive poverty reduction among the elderly.  The hypothesis is that two large positive exogenous 

shocks from Social Security to the income of the elderly occurred over this period, first following its 

inception in the late 1930s and early 1940s and secondly after it was de facto and then de jure indexed to 

inflation during the 1960s and early 1970s. These changes should have produced discontinuous 

acceleration of rates of mortality decline in the health of the elderly (aged 65-74 and 75-84), but not adult 

age groups below age 65, in the 10-15 years following these changes.  

Visual inspection of mortality trend lines in Figure 1 show the basic pattern after the implementation 

of Social Security.  There is a dramatic fall in mortality for those aged 75 to 84 compared to basically no 

change for those aged 55 to 64.    This pattern is confirmed by statistical tests for the change in slopes for 

the 15 years before and after 1940 and then again before and after 1970.  However, these differences are 

not so clear or significant if mortality is logged to adjust for the very different average rates of mortality 

across age groups. And even if the differences are clearly sustained by more refined analysis, the greater 

improvement in older age mortality may also be due to the introduction of antibiotics in the 1935-55 

period and of Medicare in the 1965-85 period.  Still, these aggregate data are consistent with a potential 

positive impact on health of the poverty reduction and income expansion produced by Social Security for 

the older population.  Moreover, it suggests the utility of further research which can yield clearer causal 

inferences.  

Snyder and Evan (2002) take a different approach to examine whether higher Social Security benefits 

affect health.  This study was based on a quasi experimental design, which compared individuals born 

within the same 12 months, but who had differing Social Security benefits due to the ‘notch.’  Errant 

Social Security legislation led to individuals with the exact same work histories born just before January 

1, 1917 to receive higher Social Security benefits in old age than those born just after this date.   Thus, the 

study compared mortality rates between those born in the last 3 months of 1916 (the experimental group) 

and those born in the first 3 months of 1917 (the control group).  They found that the experimental group, 
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who had higher benefits despite similar working histories to the control group, also had higher mortality 

rates after age 65 than the control group who had lower benefits.   To explain this finding, which 

contradicts almost all current evidence that having more income is good for your health, the authors 

concluded that the group that had lower benefits had to work more, which lead to more social interaction 

and thus lower mortality rates despite their lower Social Security benefits.     

While the use of the notch to help identify the effects of Social Security on health is novel, some 

features of this approach are problematic.  Most importantly, the study looked at how minimally to 

modestly higher Social Security benefits affected the health of wealthier and healthier individuals.  

Previous research, however, has shown that the relationship between income and health is predominantly 

present at the bottom, as opposed to the top, of the income distribution. A notch beneficiary retiring at age 

62 without a high school degree had just a 1% higher benefit or a $5 higher monthly benefit than they 

otherwise would have.  Healthier beneficiaries received larger benefit increases because those retiring at 

age 65 received larger benefit increases than those retiring at age 62, who tend to be much sicker than 

later retirees (Haveman et al. 2003).  Those who retired around age 62 had a very limited benefit increase, 

$7 a month, whereas those retiring at 65 had an average $110 increase.  Consequently, this study largely 

measured the effect of increases for those who are wealthier and healthier on average.   

Supplemental Security Income Program (SSI) 

While Social Security may have had an important impact on health, it is very difficult to design a 

study that can lead to unbiased estimates of Social Security’s effect today, if ever, because of its 

universality and the way an individual’s health affects their choice to go on Social Security.  SSI, though 

more limited in the population affected, and its total effects on income, has some advantages for testing 

the effects of income supports on health. A key advantage is that SSI is targeted at the poorest elderly 

Americans (though the blind and disabled under age 65 are also eligible), and past research suggests that 

income supports that raise the incomes of the very poorest should have the largest health effects 

(Backlund et al. 1996).   SSI was implemented in 1974, though it actually evolved out of the 1935 Social 

Security Act.  In its original form it was called Old Age Assistance (OAA).  From the late 1930s up 
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through the mid 1950s OAA was a much larger income support than was Social Security, at points in time 

providing income for upwards to 30 percent of elderly Americans.  But OAA benefits varied across states, 

with some states providing very generous benefits and others providing few, if any, benefits.  Thus, 

Congress stepped in and established SSI, which has a federal minimum income guarantee.   

The first study that examined the health effects of SSI looked at whether the implementation of the 

program had any affect on health.  Taubman and Sickles (1983) used the Retirement History Survey to 

examine how the health of elderly recipients changed after they started receiving SSI.   Individuals 

reported how their health compared to those of similar age—better, the same or worse. They found that 

SSI had a positive impact on the health of elderly beneficiaries.  The health of individuals eligible for SSI 

previous to implementation was statistically significantly worse than the health of those not eligible.  In 

both 1975 and 1977 – after SSI was implemented -- the difference in heath was no longer significantly 

different between these two groups.  There are a few problems with this study, however.  First, declining 

differences in health may have been due to mortality selection—SSI recipients may have reflected a more 

robust group of survivors.  Finally, SSI eligibility also guaranteed access to Medicaid as a supplement to 

Medicare.  Thus, improved health may have been due to Medicaid, not SSI.   

Given both the promise and problems associated with the Taubman and Sickles’ (1983) study, we 

have pursued an alternative empirical design to test whether SSI impacts health.  Instead of testing 

whether the implementation of SSI has an effect on health, we tested whether variation in SSI benefits 

over time within states predicts changes in health.  Numerous studies have exploited state variation in 

maximum state SSI benefits to examine its effects on trends in retirement, savings, and living 

arrangements among the elderly (Costa 1999; McGarry and Schoeni 2000; Neumark and Powers 1998; 

2000; 2003). Our research extended these analyses to look at health. The basic assumption behind the 

design was that changes in state SSI benefits are exogenous to changes in old-age disability rates.   

Thus, though there is a federal minimum, SSI maximum benefits vary between states at a point in 

time and within states over time.  The federal minimum is set around three-quarters of the poverty line. 

As with Social Security benefits, the federal SSI minimum is adjusted to account for inflation. In 2000, 
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the federal monthly income minimum was $532 for single individuals and $789 for married couples.3  

Some states supplement that benefit. In 1990 and 2000, 25 and 27 states, respectively, supplemented the 

federal benefit. Table 3 shows the federal benefit levels and supplements (for singles) in each state, the 

percentage change in benefits between 1990 and 2000, the annual dollar benefit change between 1990 and 

2000, and the maximum annual SSI benefit in each state in 2000.   

While many of the percentage changes in monthly benefits appear small, they need to be considered 

on an annual basis and relative to the baseline income levels without supplementation.  Column 4 shows 

the annual difference in benefits in dollar terms and column 5 shows the maximum annual benefit in 

2000.  For example, in Michigan, the benefit change was a 3.9 percent reduction between 1990 and 2000, 

which seems small.  But that totaled $258 when the maximum annual income an SSI recipient could have 

in Michigan in 2000 was just $6312. So it is important to keep two things in mind.  First, even a small 

change in income for individuals living well below the poverty level can, for example, be the difference 

between having and not having enough to eat.  Second, because studies of income and health show that 

small differences in income at the bottom end of the income distribution are correlated with large 

differences in health, it is possible that the differences in income displayed in Table 3 which could be 

proportionately more consequential for those with lower incomes, could lead to meaningful changes in 

disability. Of course, there are also some states with very large overall changes in benefits.  Connecticut’s 

benefit between 1990 and 2000 dropped by 25 percent and California’s dropped by 17 percent. 

Using U.S. census data in 1990 and 2000, we examined the association between state variation in the 

change in SSI benefit policy and the change in elderly health. Health was defined as whether or not an 

individual has mobility limitations, a standard measure in gerontology. The respondent indicated whether 

he/she had any physical or mental health condition that had lasted 6 or more months and which made it 

                                                 
3 Some income can be disregarded to obtain eligibility for SSI An individual is allowed a disregard of $20 for any 
income and $65 for income obtained through employment.  Asset levels also determine eligibility. The maximum 
allowed asset levels are $2,000 for individuals and $3,000 for couples. Currently, a house of any value and a car 
worth of maximum of $4,000 can be excluded from these limits. About 6 percent of the elderly receive SSI benefits. 
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difficult or impossible to go outside the home alone. Its validity as a health measure is evidenced by the 

fact that it is highly predictive of Medicare expenditures.  

The maximum state SSI benefit (adjusted for inflation) was merged to the 1990 and 2000 census 

microdata. Using the individual SSI benefit received by each individual, or even the average of such 

benefits for a state, would have produced endogeneity problems because SSI benefits are inversely related 

to labor force participation and earnings, which are correlated with health. Other covariates included age, 

race, sex, ethnicity, immigrant status, education, and state of residence. The model included both state and 

year fixed effects.  Reported results are based on OLS models, but probit models produced nearly 

identical findings. We report standard errors for all models that allow for an arbitrary correlation matrix 

within states (the so-called Huber-White sandwich estimator) because of the possibility of serially 

correlated errors within states. See Herd, House and Schoeni (2006) for more detail.   

The results provide support for the hypothesis that more generous SSI benefit levels lead to 

improvements in mobility limitations. Table 4 shows the results for single individuals aged 65 and over. 

The key variable of interest, the maximum state SSI benefit, was a significant and negative predictor of 

mobility limitations: the higher the SSI maximum benefit, the lower the rate of mobility limitations.  For 

single individuals, every $100 increase in maximum benefits led to a .46 percentage point reduction in the 

probability of mobility limitation across all individuals. Since 30 percent of the elderly single population 

had a mobility limitation, this translates into roughly a 1.5 percent decline in disability.  

Columns 2 and 3 of table 4 show subgroup analyses.  The first is limited to those in the bottom 

quarter of the income distribution.  These are the individuals most likely to be receiving SSI and for 

whom a given change in the state level benefits would be proportionately greater, and hence for whom the 

effects should be bigger, which they are.  A $100 increase in the maximum SSI benefit led to a 1.8 

percentage point reduction in the probability of mobility limitations among the poorest 25% of the SSI 

population, thus lowering disability rates among the poorest elderly from roughly 38.0 percent to 36.2 

percent.  The last column in table 4 shows the effect for those in the top quarter of income distribution.  

As should be expected, there is no effect.   
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The following sensitivity analyses further supported the finding. First and foremost, maximum state 

SSI benefits were a strong predictor of actual SSI benefits.  Thus, individuals living in states that had 

generous SSI benefit schemes on paper did, in fact, have higher SSI benefits reflecting that generosity.  

Second, an alternative health measure that captured whether individuals had difficulty with activities of 

daily living, such as toileting alone, produced similar results.  Third, because SSI and Medicaid are linked 

in some cases, improvements in health may have been due to increases in receipt of Medicaid as opposed 

to larger SSI benefits. But further analyses showed that within state changes in the state SSI maximum 

did not predict within state changes in Medicaid receipt. It is important to keep in mind that just 20 

percent of the elderly in states with supplements would have their Medicaid eligibility affected by 

changes in the state supplement---this is the percentage of individuals with incomes in these states above 

the federal eligibility standard.  Moreover, many of these states have more generous Medicaid eligibility 

standards then the federal minimum, which is the federal SSI eligibility standard (falling below the 75 

percent of the poverty level).  Finally, the results remained consistent when excluding Connecticut and 

California, which had the largest change in benefits over the 1990 to 2000 period. 

Conclusions 

Studying the effects of income support policies on health, instead of the effects of income per se, 

holds both promise and problems.  From a scientific perspective, studying the effects of income support 

policies on health can help sort out an increasingly heated debate over the potential protective effects of 

income on health.   All non-experimental study designs make assumptions on the data to infer causality 

between variables. In the case of our SSI analyses the key assumption is that changes to state SSI policies 

are exogenous to changes in state old-age disability rates, conditional on changes in sociodemographic 

and other factors in the state accounted for in the regression, as described above. While not innocuous, 

this assumption is very plausible and has been asserted in papers evaluating the effects of SSI on 

retirement, savings, and living arrangements.  An added benefit of this approach is that from a policy 

perspective it answers the question facing policy makers: how will population health be affected if we 

modify the generosity of the program. 
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Our conclusion is that the current evidence tends to support the claim that expansions of income 

support, particularly for lower income elderly, have had beneficial affects on old-age disability, and 

perhaps health more broadly, with results of quasi-experimental designs generally consistent with those 

based on non-experimental research designs that require stronger assumptions to infer causality.  

If income support policies do influence health, the implications are enormous.  Billions of dollars are 

spent on income transfers each year, and assessments of the efficacy of these programs should include the 

beneficial effects on health. Moreover, health policy and income policy should not be made 

independently. Health policy makers must realize that one of the central goals they are trying to achieve, 

i.e., a longer and healthier life, can be affected by policies outside of their control. Further, to the extent 

that such policies improve health and hence reduce utilization of and spending on health care, they 

become more cost effective and contribute to resolving America’s paradoxical crisis of spending more on 

health care yet getting relatively less in terms of population health. 

Yet, while there is promising work to be done on the effects of income supports on health, there are 

also considerable challenges in this line of research and policy.  First and foremost, until recently there 

has been limited data available to do these analyses.  Few data sources include extensive information on 

both income and health, particularly in a longitudinal framework.  And longitudinal surveys that track pre 

and post outcomes from a new policy change or are experimental in nature often fail to collect extensive 

information on health.  For example, while some surveys were created as part of evaluations of negative 

income tax policies in the 1970s and welfare reform in the mid to late 1990s, these studies largely focused 

on economic well being and labor force participation.  An exception is the work by Bitler and Hoynes 

(2006) in this volume who use the available measures collected in these evaluations to examine the effects 

of welfare reforms on health. 

That said, simply having good data may not always be enough to test the health effects of income 

supports.  Income supports are generally linked to other factors that may confound their effects.  Most 

income supports do more than just increase income.  For example, Social Security and the negative 

income tax are linked to labor force participation.  Though these links make it more difficult to sort out 
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how these policies affect health, we can still be clear about whether they affect health.  If researchers want 

to provide useful information for policymakers, they must be willing and able to deal with the messiness 

associated with real policies and their multiple goals.  

Better research on the health effects of income support policies will require new studies that include 

very careful measures of both income and health.  Certainly, many surveys intended to focus on income, 

employment and family dynamics, particularly those longitudinal in nature, are starting to incorporate 

more health measures.  For example, the Panel Study of Income Dynamics has, in recent years, added 

health measures to its core samples.  Alternately, studies focused largely on health should incorporate 

more careful measures of employment and economic resources.  For example, the National Health 

Interview Survey (NHIS) and the National Health and Nutrition Examination Study (NHANES) have the 

most comprehensive measure of health of almost any nationally representative study, but they contain 

limited measures of income, employment, and economic resources.  Though it is a move in the right 

direction to add measures to already existing surveys, ideally, they would be a part of survey designs from 

the start.   

Moreover, the development of experimental designs that include both sets of measures is perhaps 

even more important. Imagine if many of the experimental demonstrations surrounding welfare reform 

had included measures of health that matched the breadth and depth of the income and employment 

measures?  Further, a wider range of outcomes should be considered in both survey and experimental 

studies.  The proposed causal pathways between income and health, which are based on considerable 

empirical work, include basic resources (housing, food insecurity), psychosocial resources (stress, social 

supports, self-efficacy), and risky behaviors (smoking, drinking, exercise and obesity).  Measures of these 

intervening mechanisms should be included. Ultimately, including measures of these intervening 

mechanisms can provide a greater awareness of the links between income and health.   

While increased research and attention on the health impacts of income supports is critical, U.S. 

research and policy on the relationship between income, income supports and health should also be placed 

in an international perspective. While the U.S. outspends, by two times, other comparable countries on 
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health care, we are at best breaking even in terms of health outcomes, and at worse lagging well behind.  

And though we devote enormous resources to health care, we devote relatively few resources, compared 

to other industrialized countries, towards policies that buffer peoples’ economic security.  Consequently, 

the U.S. has the highest poverty rates in the western world (Smeeding, Rainwater, and Burtless 2002).   

Does this explain mediocre health outcomes in the United States?   While by no means an easy question 

to answer, these are the kinds of questions that need to be asked and explored to gain a better 

understanding about the relationship between income and health and the best policy approaches to 

improving population health.  
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Figure 1.  Mortality Trends and the Implementation of Social Security 
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Table 1.  Proportionate Mortality, by Age and Income, Panel Study of Income Dynamics, 1972-1989  
         
    Aged 45 and Older  Aged 45 through 64 Years 
    Sample Proportion   Sample Proportion  
    Proportion of Deaths  Proportion of Deaths 
5-Year average annual household 
income, 1993      
Less than $15,000  0.17 0.23  0.07 0.11 
$15,000-20,000   0.08 0.18  0.06 0.09 
$20,001-30,000   0.15 0.14  0.06 0.06 
$30,001-50,000   0.25 0.07  0.3 0.04 
$50,001-70,000   0.17 0.06  0.24 0.04 
Greater than $70,000  0.17 0.04  0.23 0.03 

Source:  McDonough et al. 1997 
 
 

Table 2.   Reported Health Problems in 2003 among Adults 18 Years and Over,  

              by Poverty Level1, National Health Interview Survey   
    
 Poor  Near Poor Nonpoor 
Health Problem    

Asthma Attack 5.3 4.1 2.9 
Severe Headache or Migraine 21 18.7 13.3 
Low Back Pain 33.2 30.6 25.8 
Neck Pain 17.9 16.3 13.8 

Disabling Chronic Condition2 23.1 17 9.2 
Vision Problems 13.7 11.6 7.3 
Hearing Problems 3.9 3.6 2.8 

Fair or Poor Health2 20.4 14.4 6.1 
Psychological Distress 8.7 5.4 1.8 

Hypertension3 23.3 23 18 
1.  Poor is defined as below 100% of the poverty level, near poor is between 100% and 200% of poverty, 
and nonpoor is above 200% of poverty.  Rates take account of family size.  For example, in 2003,  
100% of the poverty level for a family of four was $18,660    
2.  Measured for all ages.    
3.  Measured for those 20 years and over.    

Source:  National Center for Health Statistics (2005) 
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% Change Maximum 
in Maximum Annual Dollar Annual Income

Monthly Benefit: Benefit Change: SSI Receipts
1990 2000 1990 to 2000 1990 to 2000 can have: 2000

Alaska 944 874 -7.4% -841 10488
California 829 692 -16.6% -1650 8304
Colorado 579 548 -5.4% -374 6576
Connecticut 990 747 -24.6% -2919 8964
DC 528 512 -3.0% -189 6144
Hawaii 515 517 0.5% 29 6204
Iowa 508 534 5.1% 312 6408
Idaho 604 565 -6.5% -470 6780
Maine 521 522 0.2% 10 6264
Massachusetts 678 641 -5.5% -444 7692
Michigan 548 526 -3.9% -258 6312
Minnesota 607 593 -2.3% -166 7116
Nebraska 558 519 -7.0% -469 6228
Nevada 555 548 -1.3% -89 6576
New Hampshire 544 539 -0.8% -55 6468
New Jersey 549 543 -1.1% -70 6516
New York 621 599 -3.6% -268 7188
Oklahoma 592 565 -4.6% -328 6780
Oregon 511 514 0.7% 40 6168
Pennsylvania 550 539 -2.0% -134 6468
Rhode Island 592 576 -2.8% -196 6912
South Dakota 528 527 -0.1% -9 6324
Utah 516 512 -0.8% -47 6144
Vermont 591 570 -3.6% -252 6840
Washington 545 539 -1.1% -71 6468
Wisconsin 644 596 -7.4% -572 7152
Wyoming 534 522 -2.3% -148 6264
Federal maximum (i.e., remaining states)** 508 512 0.8% 48 6144
Average across all states 558 544 -2.5% -166 6533
*These figures are rounded to the dollar, but annual benefit change reflects changes in monthly benefits to the cent.
**SSI benefits are automatically adjusted each year to account for inflation.  The difference in the federal minimum benefit between 
 1990 and 2000 is because the CPI adjuster used for automatic cost of living increases (for both Social Security and SSI)
is different than the CPI adjuster used in most studies to account for inflation.

Maximum
Monthly Benefit*

Table 3.  State Variation in Maximum SSI Benefit for Single Persons: 1990 and 2000 (in 2000 dollars)

 



 
Table 4.  Mobility Limitation Regressed on Maximum State SSI Benefit   
              among Single Individuals    

 All 
<=25th 
Income 

>=75th 
Income 

   Percentile Percentile 

Maximum monthly  state SSI benefit -0.0046* -0.01836* 0.00112 
   (parameter estimates multiplied by 100) (.0019) (.0075) (.0023) 
Female 0.0392** 0.0460*** 0.0440*** 
 (.0010) (.0024) (.0016) 
Age (Reference= 85+)    

65-74 -0.3061*** -0.2233*** -0.3795*** 
 (.0028) (.0043) (.0044) 
75-84 -0.1982*** -0.1328*** -0.2564*** 
 (.0019) (.0033) (.0031) 

Marital Status    
Divorced -0.0030** -0.0049* -0.0088*** 
 (.0012) (.0022) (.0021) 
Never Married -0.0020 0.0121*** -0.0255*** 
 (.0019) (.0031) (.0020) 

Race/Ethnicity (reference=white)    
    Black 0.0505*** 0.0349*** 0.0540*** 
 (.0053) (.0060) (.0042) 
    Hispanic 0.0382*** 0.0275*** 0.0298*** 
 (.0081) (.0074) (.0081) 
Immigrant 0.0217*** 0.0141** 0.0264*** 
 (.0044) (.0045) (.0049) 
Years of education    
     Less than High School 0.1074*** 0.0682*** 0.1370*** 
 (.0022) (.0029) (.0027) 
     College Degree 0.0409*** 0.0187*** 0.0526*** 
 (.0017) (.0031) (.0018) 
State unemployment rate 0.0044** 0.0068* 0.0012*** 
 (.0017) (.0031) (.0013) 
Institutionalized 0.5002*** 0.5136*** 0.4213*** 
 (.0060) (.0054) (.0120) 
Year 2000 0.0434*** 0.0226*** 0.0437*** 
  (.0013) (.0026) (.0017) 
Mean of dependent variable 0.30 0.39 0.23 
Number of observations 1563910 376616 413015 
All models include state fixed effects;     
Standard errors in parentheses; p^ <.10, *p<.05   **p<.01  ***p<.001.   
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