
Income protection gaps in the United States



Situation summary
Income protection gaps (IPGs) can have damaging results for families 
and extensive social and economic impacts for employers and the 
government. Income protection gaps are defined here as the reduction 
in household income as a consequence of the death or incapacitation 
of an adult wage earner on whom the household relies, taking all 
public and private sources of replacement income into account. 

Thus, income protection gaps are concerning at the local, family level 
where they occur but depend globally on the relationship between 
governments, employers and individuals. Coupled with an ageing 
population, rising disability rates, declining state support and the 
changing labor market income protection gaps are a serious threat to 
families who may resultantly face poverty and governments working 
to grow the economy. 
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Demography
Population: 323.1 million

HDI:  Very high/ 
 GINI medium

GDP per capita (nominal,  
World Bank 2014):  USD 57,466

Percentage 65  
or older:  15.2%

Dependency ratio: 51.5

Life expectancy at birth  
Men: 76.4  
Women: 81.2

Total fertility rate: 1.8

Statutory  
pensionable age  
Men:  66 
Women: 66

Business environment 
 Market size, credit availability,  

transport infrastructure, favorable  
regulatory environment for employers 

 Ease of doing business  
(World Bank): 8/190

 Credit rating (S&P/Moody’s/Fitch):  
AA+/Aaa/AAA

National language:  English

Government:  Federal presidential  
 constitutional republic

Currency:  U.S. dollar/USD 

Population living  82% 
in urban area:   

Satisfaction with life:  6.9  
 

In the US – nearly 1 in 5 people are 
considered disabled. The total number  
has increased by 2 million over the last 
decade, although the percentage remains 
unchanged due to population growth.  
Of those with a disability, only 40% are 
employed, compared with 80% of adults 
with no disability. Hence, adults with 
severe disabilities are more likely to face 
poverty (10.8%) than those with no 
disability (3.8%). 
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Situation summary

Social security system 

A national social insurance system (Social Security Disability Insurance) covers employed 
people including self-employed with at least USD 400 in annual net income and household 
employees earning at least USD 1,900 (adjusted for past increases in average wages)  
in annual gross income. This is supplemented by means-tested social security income  
for those with insufficient contributions to SSDI. 

Permanent disability compensation

Contributors assessed as incapable of ‘substantial gainful activity’ for at least a year  
can claim the insured’s earnings (adjusted for increases in average wages) averaged  
from age 21 up to the onset of disability, excluding five years of the lowest earnings. 
Non-contributors younger than 65 who are blind or disabled with low income and  
limited resources can claim means-tested assistance capped at USD 733. Medicare  
cover is also supplied. 

Temporary/partial disability benefits

SSDI offers full benefit on a temporary basis and adjusts compensation to reflect  
working ability. 

Survivor pensions

Survivor can claim 100% of the old-age or disability pension the deceased received  
or was entitled to receive if at full retirement age; 75% if caring for one child and  
below retirement age; 71.5% to 99% between age 60 and full retirement age. 

Work-related injury/disease

Employer-liability and social insurance systems run by the states, with 66.6% of  
earnings paid for total disability in most states. Care-giver allowances and support  
for dependents are also supplied. Survivors can claim 35%-70% of the deceased  
earnings; 60%-80% with dependent children. 
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Disability 

The most prevalent disabilities are vision and hearing (3.3% and 3.1% of the 
population, respectively), and problems that restrict mobility problems (12.6%);  
8.2% have problems performing physical tasks related to upper-body mobility.  
IPGs occur as disability benefits are not comparable to previous earnings and  
claims are frequently rejected. On top of social welfare it is common for employers  
to offer health protection to permanent employees, plus 401k pension plans, which 
can be accessed in the event of disability and some offer disability insurance as well.

Social security 

SSDI is reasonably generous, but increasingly difficult to access (40% of claims 
currently admitted are accepted). IPGs affect those whose claims are rejected and 
whose earning capacity may be impaired. Furthermore, as benefits are related  
to recipients’ earnings since age 21, the average payment is not particularly high.  
The better paid need extra cover as SSDI represents a significant fall in income.

Drivers of IPGs and implications for stakeholders
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Drivers of IPGs and implications for stakeholders

2016 survey displayed for the US:
• Younger people (25-35 years old) are more 

likely to have insurance. These young 
people are also those who report to know  
a lot or a fair amount about insurance. 

• US respondents who are not the main 
wage earner in their household are less 
likely to have insurance. However, work 
status has no effect on demand for 
insurance. As social protection is frequently 
employer-provided, this is not surprising 
(The key reason cited for buying IP is that 
their employer offered it as part of their 
benefits package).

• There is a gender gap due to the higher 
percentage of women who are not the 
main wage earner in their household. 

Furthermore, men are more likely to have 
insurance than women when they are not 
the main wage earner in the household. 
SSDI (the federal social insurance scheme 
offering disability benefits) does offer 
dependents’ allowances – meaning support 
for wives who do not work.

• Education (number of years studying)  
does not have a significant effect on the 
probability of having insurance. Meanwhile 
financial literacy has a negative effect  
on demand. 

• US respondents who have experienced  
a personal loss of income due to a serious 
physical cause (heart attack, cancer, stroke) 
are more likely to have insurance. 

Figure 1:  Top-3 reasons to purchase insurance (illness/disability)  
Base: Illness/disability insurance owners n=414

Figure 2:  Top-3 reasons to purchase insurance (premature death) 
Base: Premature death insurance owners n=343

Figure 3:  Insurance ownership to protect income against illness/disability

Figure 4:  Insurance ownership to protect income against premature death
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Employers
• Design effective financial education programs 

with employees to offer ongoing financial 
advice that combines instruction with practice 
and engagement. 

• Design methods to better inform employees 
about what benefits are available to them and 
how income protection insurance fits into the 
package (whether from the state, employer  
or otherwise). 

• As official pensionable age is postponed, create 
flexible retirement options for older workers 
with impaired lives that involve part-time work 
and an alternative income. 

• Create contributory employee assistance plans 
for employee support when confronting  
family, legal or financial crisis outside work 
(prevent presenteeism) – or as a source of 
benefit corresponding to predefined 
health-related need. 

• Consider auto-enrollment of employees into  
an IPG protection plan. 

Below are recommended solution-based approaches in which key 
stakeholder groups can work together to close income protection gaps

Recommendations for key stakeholders

• Develop a default fund with flat-rate 
contributions for other employees, with 
the opportunity to ‘opt out’ if so desired. 

• Create and maintain a core set of 
benefits for all employees, promoting 
equity and preventing social dumping, 
based on salary scales in each country. 
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Insurer
• Target messaging and engagement with appropriate framing: 

e.g., link consequences of people’s financial decisions to others  
in their household. 

• Support experimentation with scenario-building apps and other 
as-yet-unproven digital methods. 

• Develop programs that insure pension income against the 
long-term risk of contributions lost due to disability, premature 
death and progressive retirement. 

• Include mental health cover in group insurance policies. 

• Develop group insurance packages that create insurance 
protection insurance as an ‘add-on’ to private pension schemes. 

 • Encourage employers to auto-enroll (with opt-out option) 
workers into IPG insurance. 

• Develop common insurance platforms for use by small employers. 

Insurance ownership to 
protect income against 
illness/disability

Insurance ownership to 
protect income against 
premature death
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This publication has been prepared by Zurich Insurance Company Ltd and The Chancellor Masters 
and Scholars of the University of Oxford (University of Oxford) and the opinions expressed therein 
are those of Zurich Insurance Company Ltd and the University of Oxford as of the date of writing 
and are subject to change without notice.

This publication has been produced solely for informational purposes. The analysis contained and 
opinions expressed herein are based on numerous assumptions. Different assumptions could result 
in materially different conclusions. All information contained in this publication has been compiled 
and obtained from sources believed to be reliable and credible but no representation or warranty, 
express or implied, is made by Zurich Insurance Company Ltd or any of its subsidiaries (the ‘Zurich 
Group’) or the University of Oxford as to their accuracy or completeness.

This publication is not intended to be legal, underwriting, financial, investment or any other type 
of professional advice. Persons requiring advice should consult an independent adviser. The Zurich 
Group and the University of Oxford disclaim any and all liability whatsoever resulting from the use 
of or reliance upon this publication. Certain statements in this publication are forward-looking 
statements, including, but not limited to, statements that are predictions of or indicate future 
events, trends, plans, developments or objectives. Undue reliance should not be placed on such 
statements because, by their nature, they are subject to known and unknown risks and 
uncertainties and can be affected by other factors that could cause actual results, developments 
and plans and objectives to differ materially from those expressed or implied in the 
forward-looking statements.

The subject matter of this publication is also not tied to any specific insurance product nor will  
it ensure coverage under any insurance policy. This publication may not be reproduced either in 
whole, or in part, without prior written permission of Zurich Insurance Company Ltd, Mythenquai 2, 
8002 Zurich, Switzerland and University of Oxford, Wellington Square, Oxford, Oxfordshire,  
UK, OX1 2JD. Zurich Insurance Company Ltd and the University of Oxford expressly prohibit  
the distribution of this publication by or to third parties for any reason. Neither the Zurich Group  
nor the University of Oxford accept liability for any loss arising from the use or distribution of this 
presentation. This publication is for distribution only under such circumstances as may be permitted 
by applicable law and regulations. This publication does not constitute an offer or an invitation for 
the sale or purchase of securities in any jurisdiction.


