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Abstract
This paper investigates the effects of stricter screening of disability insurance applications. A large-
scale experiment was set up wherein two of the 26 Dutch regions caseworkers of the disability
insurance administration were instructed to screen applications more stringently. The empirical
results show that stricter screening reduces long-term sickness absenteeism and disability insurance
applications. We find evidence for direct effects of stricter screening on work resumption during
the period of sickness absence and for self-screening by potential disability insurance applicants.
Furthermore, stricter screening improves targeting efficiency without inducing negative spillover
effects on the inflow into unemployment insurance. (JEL: C93, H53, I18)

1. Introduction

Social insurance programs covering for example sickness absenteeism, unemployment,
or disability are always and everywhere subject to moral hazard. The degree of moral
hazard depends on the accessibility and generosity of the program. Various policy
measures are in place to reduce the attractiveness of social insurance programs.
Examples are imposing punitive monetary sanctions on unemployment benefit
recipients for voluntary job loss, and reduced or no sick pay during the first few days
of absenteeism. An alternative to such financial instruments is to increase the level of

This paper was edited by Orazio Attanasio
Acknowledgments: The authors thank Jonneke Bolhaar for excellent research assistance. We furthermore
would like to thank Orazio Attanasio, John Bound, Norma Coe, Pilar Garcia Gomez, Laura Hartman, three
anonymous referees, seminar participants at Uppsala University, Utrecht University, Wuerzburg University,
Nuremberg University, CREST-Paris, and Universidade Técnica de Lisboa, and participants of the 15th
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screening. Active screening policies can be useful in reducing information asymmetries
and hence improve the eligibility determination process in social insurance programs.
Screening of claims is common in many insurance markets, such as indemnity
insurance and fire insurance. Furthermore, screening of applications is an important
aspect of the provision of social care and long-term health care for the elderly. In this
paper we investigate to what extent the level of screening can be used to control the
inflow into disability insurance (DI).

In most OECD countries DI programs are substantial in size and have experienced
strong growth in recent decades (OECD 2003). With little screening of DI applications
the program may be used by workers to leave the labor force, and by employers to lay
off redundant workers. Screening of DI applications therefore plays an important role
in the application procedure of DI programs around the world.1 We focus on the effects
of stricter screening on the incidence of long-term sickness absence and DI benefit
applications in the Netherlands. The Dutch DI program was notorious for its excessive
growth in the 1970s and 1980s (see Bound and Burkhauser 1999; Burkhauser, Daly,
and De Jong 2008). Since then, a series of reforms have been implemented to reduce the
fiscal burden of the DI program. One of the most recent reforms was the introduction
of a different screening procedure in the application process.

Stricter screening of benefit claims may overcome moral hazard problems. It
forces employers to devote serious effort to getting sick workers back to work before
they enter the DI program. If reintegration activities are effective, increased effort
positively affects work resumption during sickness absenteeism. Furthermore, stricter
screening of reintegration effort reduces the attractiveness of the DI program to
potential applicants. This may trigger a mechanism of self-selection or self-screening
(Halpern and Hausman 1986; Parsons 1991).

Previous research in this area mostly relied on state level variation in the
implementation of DI rules (e.g. Autor and Duggan 2003; Gruber 2000; Gruber and
Kubik 1997; Parsons 1991). Often, denial rates for DI applications are used as a proxy
for screening stringency. A potential danger of using observed denial rates as a measure
for screening stringency is that, besides the screening policy, they also depend on the
composition of the inflow. The composition of the inflow may in turn depend on earlier
screening policies. Therefore a high denial rate might reflect a strict screening policy
as well as a relatively large fraction of non-eligible workers claiming DI benefits. If
the latter is the case, high denial rates may merely reflect loose screening practices in
the past, rather than a strict screening policy.

The data used in this paper are from a controlled experiment in which regional
variation in screening intensity is determined exogenously. Caseworkers at local offices
of the National Social Insurance Institute (NSII) in two out of 26 regions in the
Netherlands were instructed to screen reintegration reports considerably more strictly

1. See Bound and Burkhauser (1999) also for a review of studies on the disincentive effects of DI
programs. See Chen and Van der Klaauw (2008) for a recent study on the disincentive effects of the DI
program in the Unites States and see Johansson and Palme (2002) for a recent contribution on the effect of
the level of sick pay on long-term absence in Sweden.
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than elsewhere. The behavior of caseworkers was monitored and the screening practice
in treatment regions was indeed found to be stricter than in other regions. In treatment
regions time spent on screening reintegration reports by caseworkers was 40% higher
than in control regions. The difference in screening practice between treatment and
control regions was not announced beforehand. In the empirical analyses we use data
from administrative records of the NSII; we use both difference-in-difference analyses
at the level of regions and estimate more parameterized Logit models at the individual
level. We find that stricter screening decreases long-term sickness absenteeism (defined
as spells lasting at least 13 weeks) and DI applications equally. We argue that the
reduction in long-term sickness absenteeism is due to self-screening by potential DI
applicants and that for DI applications the decline is due to a direct effect on work
resumption during sickness absence.

An important issue in this literature is targeting efficiency (Gruber and Kubik 1997;
Parsons 1991). Parsons shows that under certain conditions increases in the DI benefit
denial rate can lead to perverse effects, leading disabled workers to reduce applications
more than able workers. From the institutional background in the Netherlands and some
sensitivity analyses, we argue that targeting of the Dutch DI system is likely to have
improved and that there are no perverse effects of stricter screening.

The outline of this paper is as follows. In Section 2 we provide some institutional
background concerning the Dutch DI system. Section 3 discusses the setup of the
experiment. Section 4 gives some theory. In Section 5 we discuss the administrative
database that will be used in the empirical analyses. In Section 6 we present our
estimation results. Section 7 concludes.

2. Institutional Background

In this section we describe the Dutch DI system as it was in 2003, the year the
experiment took place. Furthermore, we discuss the reintegration activities to which
sick workers and their employers have to comply. We only discuss aspects that are
relevant for this study.

2.1. Sickness and DI Benefits

The Dutch DI program covers all employees. Any illness or injury triggers entitlement
within the DI program after a mandatory waiting period of one year. The legitimacy
of sickness absenteeism during the waiting period is checked by a doctor from an
occupational health service contracted by the employer. During the one year waiting
period employers are responsible for financing sick pay.2 The employers should
furthermore contract an occupational health service to prevent and manage sickness
absenteeism.

2. Collective bargaining agreements ensure that sick workers receive 90–100% of their net salary. Most
small- and medium-sized employers insure themselves against financing sick pay.
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FIGURE 1. DI benefit recipients: stock and inflow 1970–2003.
Source: OECD (2004)

While other OECD countries make a distinction according to whether the
impairment occurred on the job or elsewhere, only the consequence of the impairment
is relevant for the Dutch DI program. The degree of disability is assessed by considering
a worker’s residual earning capacity, defined by potential earnings with the worker’s
functional limitations as a fraction of pre-disability earnings. The degree of disability
is the complement of the residual earning capacity, and is measured in seven classes,
ranging from a 15% to a 100% loss. Both disability and unemployment insurance
(UI) schemes are administered by the NSII. When considered fully disabled by the
NSII, 70% of pre-disability earnings are replaced. If assessed as partially (15%–80%)
disabled the replacement rate is correspondingly lower. Benefits are capped at about
€ 32,000. The size of DI benefits and its unlimited duration (until pension age 65) make
DI a more attractive option than UI. UI benefits have a limited entitlement period, after
which the unemployed can apply for means-tested welfare benefits.3

Figure 1 shows the number of individuals collecting DI benefits as percentage of
the working age population and the number of inflows into DI. The figure shows a
sharp increase in the percentage of individuals collecting DI benefits in the 1970s and
1980s. The number of beneficiaries increased from 475,000 in 1976 to 921,000 in 1993.
During the 1990s the disability definition was narrowed and benefit generosity was
reduced. This lowered the inflow into DI. Furthermore, between 1994 and 1996 part

3. The DI benefit period is cut into two chronologically linked parts. The first is a short-term wage-
related benefit replacing 70% of before-tax earnings, when assessed as fully disabled. The duration of this
wage-related benefit depends on age at the onset of disability. It varies from zero for those under age 33 to
six years for those whose disability started at age 58 or beyond. The second part is a so-called follow-up
benefit with a lower income base. This earnings base is the minimum wage plus a supplement depending
on age at onset according to the formula: 0.02 × [age at onset − 15] × [wage − minimum wage]. Most
collective bargaining agreements covered the gap between the lower benefits in the follow-up period and
the wage-related benefits in the initial period of disability.
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of the stock of beneficiaries was re-examined using the new, more stringent, eligibility
rules. As a result, the number of benefit terminations grew sharply and, on balance,
led to a 7% drop in the number of beneficiaries to 855,000 in 1996. From then on, the
numbers started growing again and reached 979,000 in November 2002.

2.2. The Gatekeeper Protocol and the Role of Reintegration Reports

Until April 2002 the NSII had during the one year waiting period of sickness
absenteeism a joint responsibility with the sick worker and the employer to get
the sick worker back to work. As of April 2002, the so-called gatekeeper protocol
was introduced, which implies that the NSII is no longer involved in the process of
reintegrating sick workers during the waiting period, but purely acts as a gatekeeper.
This protocol stipulates the responsibilities of the worker and the employer for sick
spells lasting six weeks or longer. Figure 2 gives a schematic representation of the
different steps taken in this protocol. After a maximum of six weeks of absence the
doctor from the occupational health service has to make a first assessment of medical
cause and functional limitations, and gives a prognosis regarding work resumption. On
the basis of these data the employer and employee together draft an accommodation
and rehabilitation (“reintegration”) plan in which they specify an aim (resumption of
current/other job under current/accommodated conditions) and the steps needed to
reach that aim. They appoint a case manager, and fix dates at which the plan should
be evaluated and modified if necessary. The reintegration plan should be ready by the
eighth week of sickness. It is binding for both parties, and one party may summon
the other when considered negligent. After 13 weeks of absence the employer should

FIGURE 2. Schematic representation of the process toward entering DI.
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report the sick employee to the NSII, which is only a paper obligation. From this
moment on the worker is added to the administrative database of the NSII.

If the worker has not fully returned to work before 39 weeks of sickness, he
or she files a DI benefit claim and starts collecting benefits after twelve months, if
the application is approved. Benefit claims are only considered admissible if they
are accompanied by a reintegration report, containing the original reintegration plan,
and an assessment as to why the plan has not (yet) resulted in work resumption. A
caseworker of the NSII screens the reintegration report. The claim is not processed
if the report is delayed, incomplete, or if it is clear that reintegration efforts were
insufficient. Depending on the seriousness of the negligence the caseworker can return
the reintegration report and give the employer the opportunity to complete it or the
caseworker can start a sanction procedure against the employer. A sanction usually
implies that the employer is obliged to continue providing sick pay for some additional
months.

The employer and the sick employee are jointly responsible for reintegrating the
sick worker back into his or her old job or into a new job commensurate with the
worker’s limitations. However, if the employee consistently rejects reasonable offers
and accommodations, the employer may stop paying sickness benefit and, eventually,
may fire the employee. Part of the employer’s responsibility, therefore, is to penalize
an unwilling employee. All workers becoming sick after April 1, 2002 were treated
according to the gatekeeper protocol. Since DI applications are made in the 39th week
of sickness absence the gatekeeper protocol started to affect DI claims as of January
2003. Note that reintegration reports and the screening of these were a new element in
the DI application procedure. Hence, NSII caseworkers, employers, workers, and the
occupational health services had no experience with the screening of reports prior to
January 2003.

3. The Experiment

Our experiment started January 1, 2003, when the first DI applications under the new
gatekeeper protocol arrived at the regional offices of the NSII. As already mentioned,
these were the first DI applications that were accompanied by reintegration reports.
The standard (national) procedure was to screen reintegration reports “on paper” and to
only contact the employer and/or the sick worker directly if there was some suspicion
of negligence and/or fraud. In two out of the 26 regions we instructed the caseworkers
to implement a screening policy that was stricter than elsewhere.

In the treatment regions caseworkers were instructed to always contact or visit
the employer and/or the sick employee, unless it was absolutely clear that, given the
medical condition, sufficient efforts were already being undertaken.4 Stricter screening

4. The main reason to screen a reintegration report only “on paper” in treatment regions is that the
caseworker already handled multiple applicants from an employer and that therefore the caseworker is
familiar with the reintegration protocol of this employer.
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TABLE 1. Difference in screening stringency between treatment and control regions.

Treatment regions Control

Apeldoorn Hengelo Regions

Only on paper 4% 14% 25%
Telephonic contact with employer 33% 34% 52%
Telephonic contact with worker 14% 14% 23%
Telephonic contact occupational health agency 3% 12% 32%
Visit to employer 9% 41% 7%
Face to face contact with worker 77% 41% 18%
Unknown 4% 2%

Caseworkers can use multiple screening methods on one application, so columns add up to more than 100%.

was only applied to individuals who had not resumed work for more than 50% of
their contractual working hours and were not severely and permanently disabled. The
experiment period finished at the end of October 2003. We set up the experiment
together with the NSII, which made additional resources available for the treatment
regions to intensify the screening. The experiment was not announced beforehand to
any of the parties involved (the worker, the employer, and the occupational health
services). We designed the experiment, but the treatment regions were assigned to us
by the NSII. In Section 5, we use pre-experiment outcomes on sickness absenteeism
(more precisely, 13-week sickness reports to the NSII), DI applications at week 39,
and UI inflows to investigate if treatment assignment was actually independent of these
outcomes.

Because the start of the experiment coincided with the moment the gatekeeper
protocol became effective, none of the caseworkers at the NSII, independent of their
location, had any experience in screening reintegration reports. For the success of the
experiment it was crucial that in the treatment regions the new screening regime was
conducted more strictly than in the rest of the Netherlands. To monitor the screening
regimes in all regions we sent out questionnaires to the 24 control regions. In the
treatment regions we required caseworkers to fill out a questionnaire for each DI
application. In the control regions we asked the local managers to regularly report
summaries of the screening regime at their offices. Table 1 summarizes the difference
in screening intensity in the treatment and the control regions. The table shows that
in the treatment regions caseworkers visited sick workers (Apeldoorn region) or their
employers (Hengelo region) more often than elsewhere. We return to the difference in
effectiveness of both screening methods. In the control regions reintegration reports
were checked more often only on paper or by phone. Since face-to-face confrontations
can be considered as the strictest form of screening, these data confirm that screening
was indeed stricter in the treatment regions.

4. Potential Effects of Screening

Employers are financially responsible for sick pay during the first 12 months of absence.
The employer drafts together with the sick worker a reintegration plan, but usually it is
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the employer who decides on reintegration activities and workplace accommodations
needed to affect work resumption. Recall from Section 2.2 that the NSII holds the
employer responsible in case of negligence. We therefore take the employer as the
relevant decision-making agent.

The introduction of the gatekeeper protocol imposes minimum requirements on
reintegration efforts that the employer should offer, and the employer is at risk of getting
a sanction if the actual reintegration efforts do not meet these minimum requirements.
The probability of getting a sanction and the size of the sanction increase with the extent
of noncompliance. Reintegration efforts are costly to employers, at a minimum because
they are mandated to contract an occupational health agency to manage absenteeism.
The occupational health agencies usually work for many different employers and thus
collect and transmit information about the screening policy at the local offices of the
NSII. We return to this issue in what follows.

Employers choose their reintegration activities such that marginal costs equal
marginal returns. The returns to reintegration activities are not only reduced threats of
getting a sanction, but if reintegration activities are effective, also a higher probability
of earlier work resumption and hence reduced sick pay outlays. If optimal reintegration
effort already exceeds the minimum requirements imposed by the NSII, introducing
stricter screening does not change the employer’s behavior. However, if optimal effort
is below the minimum requirements, stricter screening induces employers to increase
reintegration activities. Stricter screening then leads to more reintegration activities
and if these activities are effective, work resumption rates during sickness absenteeism
should increase and DI application rates decrease. This is the direct effect of stricter
screening.

Stricter screening also reduces the attractiveness of the DI program to potential
applicants and may trigger a mechanism of self-selection or self-screening (Parsons
1991). The decision to start a DI application process involves a comparison of expected
utilities of alternatives, such as unemployment, early retirement and continuing work.
Stricter screening increases the costs of applying for a DI benefit. Self-screening
means that potential applicants who think that their DI application might not meet the
eligibility requirements choose not to apply for the program. Indeed, Parsons finds
that self-screening is important in explaining fluctuations in the inflow into DI in the
United States.

If self-screening is important, we should observe fewer 13-week sickness reports in
regions where a stricter screening policy is implemented. If direct effects of screening
are important, we should observe more workers who report sick at week 13 to resume
work before they file a DI claim (week 39). Recall that reintegration plans are drafted
after eight weeks of sickness absence. Therefore, the impact of the reintegration
activities on work resumption will mainly be concentrated after 13 weeks. A possible
consequence of self-screening is that workers who without stricter screening would
have applied for the DI program will apply instead for other programs, such as UI.
Riphahn (1997) finds evidence for substitution between UI and DI schemes in Germany.
If this is also relevant here, we should expect to find higher UI inflow rates in the
treatment regions.
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The effect of stricter screening on the sanction rate is ambiguous. In the treatment
regions noncompliance with the minimum requirements is more likely to be detected.
This implies more sanctions due to stricter screening. However, self-screening and
increased reintegration activities due to the stricter screening are expected to reduce
noncompliance in the treatment regions. It is unclear which of these effects dominates.

The start of the experiment in January 2003 coincides with the start of screening
DI applications according to the new gatekeeper protocol. Therefore, at that time
employers, employees, and occupational health agencies in both the treatment and the
control regions did not have any experience with the way in which reintegration
activities would be judged. Therefore, at the start of the experiment, employers
in the treatment and in the control regions were expected to display the same
behavior. However, sanction probabilities in the treatment regions were higher and
therefore employers were notified faster about noncompliance. Employers in the
treatment regions should thus learn sooner about the minimum reintegration activities
requirements. The occupational health agencies serve many different employers and
collect and transmit information about changes in scrutiny at the regional offices of
the NSII. Therefore, employers not only learn through their own experience, but also
through information disseminated by the occupational health agencies.

The experiment was not continued after 2003 and we do not have data later than
2003. As will be discussed in the next section, we observe per year how many workers
of a specific type apply for DI benefits (or are reported 13-week sick at the NSII), but
not the exact date. The larger part of the DI applications that are observed in our data
are from workers who reported sick in 2002 or at the start of 2003 when employers and
workers had not yet experienced the details of the new screening policy. This implies
that self-screening at the start of the DI application process (if present) is most likely not
yet reflected in the DI application rates of 2003. Reductions in the 2003 DI application
rates due to stricter screening should therefore be interpreted as direct effects of the
increased reintegration activities on work resumption. The 13-week absence reports
are much less affected by the direct effects of increased reintegration activities and
therefore the effect of the stricter screening on these reports should be interpreted as the
consequence of self-screening. However, also the 2003 reports on 13-week sickness
absenteeism include reports from workers who became sick at the end of 2002 or the
very beginning of 2003 when information about the scrutiny of the screening process
was not available. Therefore, the estimated self-screening effect as measured by the
reduction in 13-week sickness reports will most likely be an underestimate of the
long-run effect of stricter screening.

The distinction between direct effects and self-screening may not be as clear as
mentioned above. First, reintegration activities may already be effective before the 13th
week of sickness absence and differences in 13-week sickness reports may therefore
also partly be due to direct effects. Recall that reintegration activities are only drafted
in a report after eight weeks of sickness. We therefore expect this direct effect to be
modest. Second, and perhaps more important is that also after week 13 sick workers
may self-screen, for example because they realize that reintegration activities are more
intense than expected. On the other hand, sickness absence induces considerable costs
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to the employer. Employers may not only suffer productivity losses and pay for sickness
benefits, they should also pay for the services of occupational health agencies. Workers
too may suffer from prolonged sickness absences beyond week 13 because they may
jeopardize their future prospects at the firm. Most self-screening is therefore likely to
take place before or early in the period of sickness absence.

5. Data

Our data are from the administrative records of the NSII and describe the period
2001–2003. For each year, the data contain all insured individuals in 45 sectors of
industry, which cover about 50% of the Dutch work force.5 Not included are branches
like construction, retail, health care, and civil service. Stratified by age, gender, sector
of industry, and region, we observe for 2001, 2002 and 2003 (i) the number of insured
individuals on January 1, (ii) the number of 13-week sickness reports during the year,
(iii) the number of DI applications at week 39 during the year, and (iv) the number
of individuals flowing into UI during the year. For instance, the first row of our data
shows that in 2001 in the first region there were 104 males below 25 working in sector
5 of which four reported sick, no one applied for DI, and six entered UI in 2001. This
setup of the data does not allow us to identify specific individuals, but only groups of
individuals sharing the same observed characteristics. Therefore we do not have a true
panel data structure at the individual level. Also we do not know if the same individuals
who reported sick later entered DI or UI and we do not know the exact date at which
an event happened.

In total our data contain about 3.3 million insured individuals for each year.
On average each region thus contains about 125,000 insured workers. However, the
smallest region has about 50,000 insured individuals, while the largest region includes
almost 200,000 insured individuals. Table 2 shows that on average the treatment
regions have the same size as the control regions. Except for one (control) region, in
all regions the number of insured individuals decreased between 2001 and 2003 (by
at most 4.4% in a control region). The two treatment regions experienced a reduction
of 2.0% and 2.7%, respectively, in insured workers. The reduction in insured workers
is the consequence of low GDP growth prevailing in our observation period. The 13-
week sickness absence rate and DI applications rate decreased, while the inflow into
UI increased over time. The treatment regions do not differ much from the control
regions in terms of sickness absenteeism, DI applications and UI inflow rates. The
sanction rate is only observed in 2003, since sanctions were only introduced when the
gatekeeper protocol became effective. The data on sanctions describe the total number
of sanctions given in each region. Therefore, we cannot link sanctions to specific

5. Traditionally, the NSII consisted of five different organizations each handling a number of sectors
of industry. In 2002 these organizations were officially integrated, but in 2003 caseworkers were still
connected to one of the original organizations and databases of the different organizations were not yet
merged. In the experiment, we only instructed the caseworkers of the largest original organization handling
45 industries.
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TABLE 2. Some descriptive statistics of the data.

2001 2002 2003

Treatment Control Treatment Control Treatment Control

Number of insured
individuals

131,560 128,725 131,330 128,494 128,388 125,880

Sickness absenteeism
rate (13 weeks)

0.0504 0.0477 0.0482 0.0448 0.0415 0.0403

DI application rate 0.0140 0.0153 0.0138 0.0139 0.0101 0.0107
UI inflow rate 0.0256 0.0318 0.0423 0.0444 0.0574 0.0601
Sanction rate 0.0408 0.0528
Fraction female 0.286 0.312 0.290 0.315 0.289 0.315
Age <35 0.177 0.165 0.176 0.164 0.170 0.158
Age 35–44 0.292 0.299 0.280 0.288 0.268 0.277
Age 45–54 0.262 0.268 0.267 0.272 0.273 0.277
Age ≥55 0.192 0.195 0.192 0.195 0.195 0.198

The sickness absenteeism rate, DI application rate and UI inflow rate are fractions of the number of insured
individuals. The sanction rate is a fraction of the number of DI applications.

individuals. The sanction rate is the number of sanctions as a fraction of the number
of DI applications. Sanction rates are on average higher in control regions than in
treatment regions. The fraction of females remained constant over time, but over the
years the insured population aged. The latter may be a combination of an ageing work
force, reduced early retirement options (see OECD 2004, for trends on early retirement
in the Netherlands) and fewer job opportunities for school leavers and young workers.
Treatment and control regions are also very similar in terms of the share of females
and age structure of the insured population.

As mentioned in Section 3, treatment regions were not randomly selected, but
assigned by the NSII. The NSII tried to choose two treatment regions, which were
representative for all regions in terms of DI inflow rates, size of insured population, and
sectors of industry. It is however important to check if the choice of treatment regions is
unrelated to relevant outcome measures. Recall that stricter screening of reintegration
reports started in January 2003. Therefore, we can use the pre-experiment years 2001
and 2002 to investigate random assignment. In Table 3 we show for 2002 sample
means and standard errors of the outcome variables in treatment and control regions.

TABLE 3. Pre-experiment outcomes in treatment and control regions (year 2002).

Treatment Regions Control Regions

Sickness absenteeism (13 weeks) 0.04823 0.04483
(0.00079) (0.00433)

DI applications 0.01376 0.01392
(0.00011) (0.00300)

UI inflow 0.04228 0.04436
(0.00542) (0.09167)

Standard errors in parentheses.
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TABLE 4. Test for (conditional) random selection of treatment regions: difference-in-difference
estimates (2002 compared to 2001).

Sickness absenteeism DI applications UI inflow

Trend −0.00291 −0.00142 0.01257
(0.00018) (0.00023) (0.00106)

Treatment region 0.00072 0.00113 0.00041
(0.00063) (0.00082) (0.00380)

Observations 26 regions

Standard errors in parentheses.

Treatment regions do not differ substantially with respect to the outcome variables
from control regions, although 13-week sickness is somewhat higher and UI inflow is
slightly lower. The main goal of stricter screening is to reduce the DI application rate.
Since the table shows that DI application rates were virtually identical, we conclude
that the treatment regions were not selected on their DI application rates (or any other
relevant outcome) in 2002.

Since our data describe multiple years, we only need random selection of treatment
regions conditional on regional fixed effects. A simple test for conditional random
assignment is to check whether in treatment regions outcome variables changed
differently between the pre-experiment years 2001 and 2002 than in control regions.
More specifically, we take the panel data model at the level of the region for the years
2001 and 2002:

Yr,t = α + βYeart + γ Treatmentr,t + δr + ur,t , (1)

where β describes the nationwide time trend, Treatmentr,t is an indicator that only
equals 1 in the treatment regions in the year 2002 and δr is the region-specific effect.
We estimated this equation in first differences:

Yr,2002 − Yr,2001 = β + γ Treatmentr + er . (2)

The estimation results in Table 4 show that the outcomes in the treatment regions do
not significantly differ from those in the control regions. We therefore conclude that the
selection of treatment regions is exogenous with respect to pre-experiment outcomes.
But as we do not have any information prior to 2001, we cannot rule out that regions
differed prior to 2001.

6. Results

In this section we first discuss the effects of stricter screening on 13-week sickness
reports and DI applications. Next, we investigate how the sanction rate is affected by
stricter screening. We then report on some additional analyses and discuss the issue of
targeting efficiency. We finally report on results of a simple cost–benefit analysis.
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6.1. Effects on Sickness Absence and DI Applications

Our main parameters of interest are the effects of stricter screening on 13-week sickness
absenteeism reports and DI applications. Recall from Section 4 that our data only allow
us to measure this effect during the first year after stricter screening was introduced.
Therefore, we can only focus on short-run effects of stricter screening.

In Table 5 we present the results from difference-in-difference analyses. For each
region we use as outcomes the number of 13-week sickness absenteeism reports and the
number of DI applications as a fraction of the insured population in the pre-experiment
year 2002 and the experiment year 2003. Effectively we estimate a regression equation
similar to equation (2), but for the years 2002 and 2003. The trend effects show that
both the probability that a worker reports sick and the probability that a worker applies
for DI benefits decrease significantly between 2002 and 2003. This may be the result
of the nationwide regime shift that occurred in April 2002 and became effective in
January 2003. But it might as well be the result of adverse macroeconomic conditions.
Absence rates are found to be pro-cyclical (e.g. Johansson and Palme 1996) and the
Dutch economy was in a recession during our observation period. From the table we
see that stricter screening causes a decrease in sickness absenteeism reports and in DI
applications. However, only the effect on 13-week sickness reports is significant.

The key assumption of the difference-in-difference analysis is that the time trend
is the same in all regions. Because our data also contain information on the year 2001,
we can relax this assumption. In particular, we can allow for region-specific time trends
by extending our model specification to

Yr,t = α + βr Yeart + γ Treatmentr,t + δr + ur,t . (3)

The parameters βr describe regional time trends. We can eliminate both the regional
time trends and the region-specific effects δr by taking the differences twice:

(Yr,2003 − Yr,2002) − (Yr,2002 − Yr,2001) = γ Treatmentr + er . (4)

We estimate this model using OLS (omitting the intercept). We find that the effect
of stricter screening on 13-week sickness reports is −0.00449 with a standard error
of 0.00156. The estimated treatment effect on DI applications is −0.00339 with a

TABLE 5. The effect of stricter screening: regional difference-in-difference estimates (2003
compared to 2002).

Sickness absenteeism DI applications

Trend −0.00455 −0.00320
(0.00028) (0.00021)

Treatment (stricter screening) −0.00213 −0.00048
(0.00103) (0.00076)

Observations 26 regions

Standard errors in parentheses.
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standard error of 0.00145. Both estimated effects are thus significant and larger than
in a model that does not allow for regional differences in time trends.

The analyses at the regional level above are similar to between-group estimates.
The estimator for γ is most efficient if the errors er are homoskedastic, which is
according to Donald and Lang (2007) a natural assumption given the very large
number of insured workers in each region.6 The regional level analyses do not exploit
individual characteristics which are available in the data. Taking account of individual
heterogeneity is attractive for two reasons. First, it explains some of the variance in the
error terms at the regional level, which improves the precision of estimates. Second,
we can investigate whether effects of stricter screening differ between individuals with
different characteristics. We specify Logit models for the individual probability of
13-week sickness and the probability to apply for DI benefits after 39 weeks:

Pr(Yi,r,t = 1) = �(δr + β1Agei,t × Genderi + β2Yeart + β3Sectori,t

+ β4Yeart × Sectori,t + γ Treatmentr,t ). (5)

�(.) stands for the Logit function. Other than the indicator for stricter screening, we
include as regressors regional indicators, gender of the individual interacted with age
dummies, a nationwide time trend, sector dummies, and sector dummies interacted
with time trends. The latter set of variables allows for different sector trends between
2002 and 2003. Recall that our data only reveal that there are Ni,r,t individuals who live
in region r in year t and have characteristics Agei,t, Genderi, and Sectori,t. Out of these
Ni,r,t individuals ni,r,t are observed to make a 13-week sickness report (or similarly
apply for DI benefits), which yields the loglikelihood function

Log� =
∑

i,r,t

ni,r,t × log(�(·)) + (Ni,r,t − ni,r,t ) × log(1 − �(·)). (6)

To estimate this model we use only data for 2002 and 2003. The estimated effect of
stricter screening on 13-week sickness reports is −0.05622 with the clustered standard
error 0.02689 and the estimated effect on DI applications is −0.04899 with a clustered
standard error 0.01970.

Donald and Lang (2007) show that clustered standard errors can be unreliable if
the number of groups is small. Their Monte Carlo simulations show that clustered
standard errors are much too small in the 2×2 case. Donald and Lang propose a two-
step estimator with better small-sample properties. Our data contain 26 regions, which
is small but much more than the two for which Donald and Lang show simulation
results. It is therefore interesting to also consider the two-step estimator of Donald
and Lang.7 With this estimator we find that the effect of stricter screening on sickness
absenteeism is −0.06339 (with a standard error of 0.00716) and on DI applications

6. Weighting regional observations by the number of insured individuals in the region does not affect the
results.
7. We implemented the two-step estimator by first estimating the Logit model with fixed effects for each
region in each year. Next, we decompose the estimated region–year fixed effects into a time trend, regional
fixed effects, and a treatment effect.
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TABLE 6. The effect of stricter screening: marginal effects from individual Logit estimates.

Sickness absenteeism DI applications

Trend −0.00421 −0.00074
(0.00212) (0.00088)

Treatment (stricter screening) −0.00223 −0.00058
(0.00107) (0.00023)

Male <35 – –
Female <35 0.02286 0.01028

(0.00047) (0.00026)
Male 35–44 0.02383 0.00792

(0.00032) (0.00023)
Female 35–44 0.04072 0.01594

(0.00041) (0.00023)
Male 45–54 0.03467 0.01286

(0.00031) (0.00028)
Female 45–54 years 0.04680 0.01926

(0.00049) (0.00031)
Male ≥55 0.04403 0.01436

(0.00046) (0.00026)
Female ≥55 0.04835 0.01861

(0.00061) (0.00036)

Observations 6,624,402 individuals

In this regression is also controlled for region, sector and interactions between the sector and the time trend (in
total 114 additional parameters). Standard errors (corrected for clustering at the regional level) in parentheses.

−0.04756 (standard error 0.01746). The estimated effects are thus similar to the effects
directly estimated in the Logit specification.

Estimated coefficients from Logit models are not easy to interpret. Therefore, we
focus on marginal effects of stricter screening:

1∑
i,r,t

Ni,r,t

∑

i,r,t

Ni,r,t × �̂(·) × (1 − �̂(·)) × γ̂ . (7)

The marginal effects we report are thus the average over all individual marginal
effects. Standard errors of the marginal effects are computed using the Delta method
and corrected for clustering within regions. Table 6 shows the marginal effects from
the estimated Logit models. We see little changes in the effect of stricter screening
when we compare the difference-in-difference estimates with the estimates of the Logit
model. This confirms that selection of treatment regions was not correlated to changes
in the composition of the insured population over time. The standard errors for DI
applications in the Logit model are smaller than those in the difference-in-difference
model. The effect of stricter screening is significant at the 5% level, both for 13-week
sickness reports and DI applications. We also find significant age and gender effects.
According to Table 6, the reference group has the lowest absence and DI application
rates. Sickness absence and DI application are higher for females and increase with
age. We return to these age and gender effects in Section 6.3 when we present some
sensitivity analyses.
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TABLE 7. Simulations for sickness absence and DI applications under different screening scenarios
applying to 2003 using the estimates from the Logit model.

Sickness absenteeism DI applications

Predicted in current situation 130,425 34,065
Without nationwide stricter screening 131,006 34,192
With nationwide stricter screening 124,164 32,564

Recall from Section 4 that we can distinguish two effects of stricter screening.
As a direct effect, stricter screening may increase reintegration efforts and work
resumption rates among sick-listed workers. And, indirectly, reduced prospects may
induce workers and employers not to start a DI application process. We argued in
Section 4 that the effect of stricter screening on DI applications reflects direct
effects, while the effect on 13-week sickness reports reflects self-screening effects.
The empirical results show that stricter screening reduces both the incidence of 13-
week sickness absenteeism and the number of DI benefit applications, which implies
that both effects are important. To provide some more information on the quantitative
importance of both effects, we provide in Table 7 the predicted number of sickness
absenteeism reports and DI applications in 2003. Furthermore, Table 7 includes what
the number of 13-week sickness reports and DI applications would have been if
stricter screening would have been implemented either nationwide, or nowhere in the
Netherlands. From the table we can see that nationwide implementation of stricter
screening would reduce the number of sickness absenteeism reports by 5.2% and the
number of DI applications by 4.8%. To the extent that our interpretation of both effects
is valid, this implies that indirect self-screening effects and direct effects of increased
reintegration efforts are quantitatively equally important.

6.2. Effects on Sanctions

The gatekeeper protocol provides the NSII with the possibility of sanctioning
employers. Since these sanctions did not exist prior to 2003, we cannot control for
region-specific unobserved effects. This reduces the reliability of the estimated effects
of stricter screening on sanctions. The data on sanctions are also less informative than
data on other outcome variables; we only observe the total number of sanctions applied
in each region and we cannot connect these sanctions to specific DI applications.
Therefore, we should interpret the empirical results with care and we should not draw
too strong conclusions about how stricter screening affects the sanction rate.

Table 8 provides the results from an OLS regression on the sanction rate in
each region. We control for regional differences by including lagged (2002) 13-week
sickness report rates, lagged DI benefit application rates, and lagged UI inflow rates.
The estimation results show that the sanction rate is slightly lower in the treatment
regions but this effect is not significant. However, sanction rates are lower in regions
with a high DI application rate and a high UI inflow rate. A propensity score weighting
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TABLE 8. The effect of stricter screening on sanctions: results from an OLS regression on the
sanction probability in 2003.

Sanctions

Intercept 0.0648 (0.0483)
Treatment (stricter screening) −0.0064 (0.0175)
Sickness absenteeism reports in 2002 −0.7398 (1.4198)
DI applications in 2002 −4.1712 (1.8475)
UI inflow in 2002 1.7875 (0.6013)

R2 0.383
Observations 26 regions

Standard errors in parentheses.

estimator shows the same result. Using the estimator presented in Hirano, Imbens,
and Ridder (2003) we find an effect of stricter screening on the sanction rate of
−0.0298 with a standard error of 0.4864.8 The insignificant effect does not contradict
our previous finding. Recall that stricter screening causes two mechanisms affecting
the sanction rate in opposite directions. First, stricter screening has the direct effect
that more cases of noncompliance will be detected. And second, if stricter screening
is anticipated, then there will be an indirect effect in that the composition of the DI
applicants shifts towards applicants who undertake more reintegration activities and
are thus less likely to be sanctioned.

6.3. Sensitivity Analyses

The Logit estimates of Section 6.1 show that sickness risks and DI application
probabilities vary with individual characteristics. Recall from Section 2.1 that
incentives to apply for DI vary with age. Therefore, also the effect of stricter screening
may vary with age of the applicant. We extend the Logit model in equation (5)
such that the effect of stricter screening γ can depend on age and gender. Again we
compute marginal effects of stricter screening for individuals with different observed
characteristics. The marginal effects reported in Table 9 indeed show that there are
differential age and gender effects. Stricter screening affects the 13-week sickness
report rates of males older that 35. However, for males above age 55 the effect is only
significant at the 10% level. For females we find that until age 55 the effects of stricter
screening on 13-week sickness reports are larger than for males, but the effect is only
significant for the group aged 35–44. For the DI applications, stricter screening only
affects female DI application rates and the effects increase with age.

To understand these results one should consider the composition of the DI inflow.
Compared with other OECD countries, the inflow into the Dutch DI program is
characterized by relatively high fractions of women and young workers (OECD 2003).

8. When applying this method the propensity score was specified as a Logit model and included the same
regressors as the OLS regression of Table 8.
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TABLE 9. Effects of stricter screening by age and gender: marginal effects from individual Logit
estimates.

Sickness absenteeism DI applications

Stricter screening interacted with:
Male <35 −0.00077 0.00103

(0.00162) (0.00055)
Female <35 −0.00254 −0.00127

(0.00141) (0.00079)
Male 35–44 −0.00282 0.00009

(0.00075) (0.00031)
Female 35–44 −0.00302 −0.00147
Female 35–44 (0.00191) (0.00080)
Male 45–54 −0.00186 −0.00023

(0.00093) (0.00057)
Female 45–54 −0.00362 −0.00173

(0.00257) (0.00073)
Male ≥55 −0.00241 −0.00059

(0.00131) (0.00099)
Female ≥55 −0.00030 −0.00458

(0.00429) (0.00101)

Observations 6,624,402 individuals

In this regression is also controlled for a time trend, gender interacted with age, region, sector and interactions
between the sector and the time trend (in total 122 additional parameters). Standard errors (corrected for clustering
at the regional level) in parentheses.

Until the mid-1980s, women had lower DI inflow rates than men, but since 1985 female
inflow rates exceed those for men. At the end of the 1990s, female inflow rates were
almost twice the male inflow rates. Between 1991 and 2001 the number of male DI
recipients decreased by 13%, while the number of female beneficiaries increased by
43%. The sharp increase in female disability benefit recipiency was accompanied by
a strong growth of labor force participation of mothers, which was traditionally low.
Whereas three out of four women stopped working after the birth of their first child in
the 1970s, only one third stopped 20 years later. Part of this shift was accommodated
by DI benefits which allow market production to be replaced by home production
without a sharp drop in household income (De Jong 2004).9 Bratberg, Dahl, and Risa
(2002) examine whether career and family obligations increase sickness absence and
DI inflow rates among mothers and conclude that it does. Among the OECD countries,
only in the Scandinavian countries is the fraction of female workers in the inflow in
DI as high as in the Netherlands.10 However, Dutch female labor force participation
rates are much lower than in the Scandinavian countries.

9. One could see if the pattern differs between married and unmarried women and between women with
and without children. In our data we do not observe the marital status, nor do we have information on the
presence of children.
10. Like in the Netherlands, the Scandinavian DI schemes are also characterized by relatively lenient
eligibility conditions and high replacement rates.
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TABLE 10. The effect of stricter screening for both treatment regions: marginal effects from
individual Logit estimates.

Sickness absenteeism DI applications

Apeldoorn 0.00001 −0.00056
(0.00022) (0.00023)

Hengelo −0.00414 −0.00059
(0.00043) (0.00029)

Observations 6,624,402 individuals

In this regression is also controlled for a time trend, gender interacted with age, region, sector and interactions
between the sector and the time trend (in total 122 additional parameters). Standard errors (corrected for clustering
at the regional level) in parentheses.

Recall from Table 1 that the caseworkers in both experiment regions used different
methods to increase screening intensity. In the Apeldoorn region caseworkers arranged
more face-to-face contacts with workers, while in the Hengelo region the caseworkers
visited employers more often. The effect of stricter screening may vary depending
on whether an employer or worker is checked. We therefore estimated the previous
Logit model but now allowing for different effects for Apeldoorn and Hengelo. These
coefficients, with standard errors adjusted for clustering at the regional level, are
reported in Table 10. We find strong and significant effects on 13-week sickness
reports for Hengelo, but not for Apeldoorn. The effect is equivalent to a reduction of
about 10% in 13-week sickness reports in Hengelo. This might suggest that employer
visits are the most effective screening method. However, the effects on DI applications
do not differ between both regions and are in size similar to the results in Table 6.

6.4. Targeting Efficiency

Stricter screening leads to a fall in DI applications due to direct effects and indirect
(self-screening) effects. Parsons (1991) argues that increases in the screening policy
parameters, such as the waiting time before applying for DI and the denial rate, can lead
to greater reductions in DI applications among disabled than among able workers. This
reduced targeting efficiency may be due to differences in credit market constraints,
mortality expectations, and risk aversion between disabled and able workers. Parsons
(1991) concludes for the United States that the change in the denial rate due to the
1977 disability funding crises did not lead to perverse self-screening effects.

Testing targeting efficiency requires health information on workers in different
regions in different years. Unfortunately, our data do not contain such information.
Therefore, we have to rely on other information to assess targeting efficiency. In
the Dutch context it is not directly clear that stricter screening may lead to perverse
effects. Unlike the United States where individuals have no income during the DI
waiting period, Dutch workers get sick pay up to 100% of their net earnings during the
entire one year waiting period. Stricter screening of reintegration reports as such can
lead to an extension of the waiting period if a sanction is applied, but it is primarily the
employer who is held responsible (see Section 2). So, stricter screening does not have
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direct negative financial consequences for workers, unless employers penalize sick
employees who are unwilling to collaborate with a reasonable reintegration plan. This
should affect the less disabled more than those with severe disabilities. For workers
there may also be indirect financial consequences of reporting sick and trying to get into
a DI program. For instance, workers with a history of long-term sickness absenteeism
may have lower promotion rates and higher firing rates. These costs may in fact be
higher for able workers than for truly disabled workers.

It is mainly the employer who suffers financially from stricter screening. To avoid
a punitive extension of the waiting period, the employer must convincingly argue why
reintegration activities did not lead to work resumption during the waiting period. It
is much more difficult to argue that reintegration activities are ineffective when the
worker is not truly disabled. So the employer faces a higher sanction risk when using
DI to lay off able workers.

Older workers’ labor force participation rates are much lower in the Netherlands
than for example in the United States. Burkhauser et al. (1999) compare health, work
and economic well-being of older men and women in the United States and the
Netherlands and conclude that differences between Dutch and U.S. institutions, rather
than differences in health explain the differences in labor force participation rates.
If we combine these institutional facts with the results from the sensitivity analyses
discussed in the previous section, where we saw that the impact of stricter screening is
stronger for workers aged 45 years and older, we conclude that stricter screening most
likely reduces moral hazard among older workers.

If stricter screening would scare truly disabled workers away from applying for DI
benefits, we would expect these workers to leave the firm through some other channel.
Able workers who do not apply for DI benefits can continue working in the firm, while
this is much more difficult for disabled workers. Therefore, if stricter screening would
have perverse effects in the sense that truly disabled workers would not apply for DI,
we should expect to see an increase in the UI inflow rate. It is not uncommon that
there are interactions between UI and sickness and DI programs (e.g. Riphahn 1997;
Larsson 2006).

Our data are informative on UI inflow. Table 11 presents estimates for the marginal
effects of the Logit model for the effect of stricter screening on the UI inflow. We do
not find an increase in UI inflow in the treatment regions; the estimates of the stricter
screening are even negative. This result remains if we allow for different effects for
different age and gender groups (see Table 12). The lack of spillovers between DI and
UI suggests that the workers who did not apply for DI benefits did not flow into UI
and most likely remained at work. This again should be taken as evidence that stricter
screening did not harm the disabled workers, but rather reduced the attractiveness of
the DI program for those able to work.11

11. Individuals insured for DI are almost always also insured for UI (both are compulsory insurances
in the Netherlands). It should be noted, however, that the youngest workers may not qualify for UI when
they have worked less than 39 weeks. This is a very small group of the total group of young workers.
Furthermore, a share of the oldest workers (55+) may have access to alternative labor force exit routes
such as early retirement.
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TABLE 11. The effect of stricter screening: marginal effects from individual Logit estimates.

UI inflow

Trend 0.02354
(0.00327)

Treatment (stricter screening) −0.00043
(0.00121)

Male <35 –

Female <35 0.01547
(0.00091)

Male 35–44 0.00366
(0.00095)

Female 35–44 0.02418
(0.00088)

Male 45–54 0.00470
(0.00144)

Female 45–54 0.02240
(0.00152)

Male ≥55 0.01614
(0.00187)

Female ≥55 0.02801
(0.00220)

Observations 6,624,402 individuals

In this regression is also controlled for region, sector and interactions between the sector and the time trend (in
total 114 additional parameters). Standard errors (corrected for clustering at the regional level) in parentheses.

TABLE 12. The effects of stricter screening by age and gender on UI inflow: marginal effects from
Logit estimates.

UI inflow

Stricter screening interacted with:
Male <35 years 0.00001

(0.00128)
Female <35 years −0.00015

(0.00196)
Male 35–44 years −0.00063

(0.00148)
Female 35–44 years −0.00066

(0.00142)
Male 45–54 years −0.00053

(0.00309)
Female 45–54 years −0.00044

(0.00259)
Male ≥55 years −0.00141

(0.00223)
Female ≥55 years −0.00118

(0.00247)

Observations 6,624,402 individuals

In this regression is also controlled for a time trend, gender interacted with age, region, sector and interactions
between the sector and the time trend (in total 122 additional parameters). Standard errors (corrected for clustering
at the regional level) in parentheses.
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6.5. Back-of-the-envelope Calculation of Monetary Costs–Benefits

We can use our estimation results to perform some back-of-the-envelope calculations
of stricter screening. It should be stressed that we only look at the direct monetary
costs and benefits and ignore wider social costs and benefits. We do this in order
to provide some more insight into the quantitative importance of screening on DI
benefit payments. We use the results of Table 7 to compare a situation where stricter
screening is applied nationwide to a situation where the standard screening procedure
is applied across the country. The results in Table 7 apply to the year 2003. Without
stricter screening each caseworker handles on average 110 DI applications per year.
For all 34,196 applications about 311 caseworkers were needed. Stricter screening
requires an additional time investment per caseworker of 9.4% of the total time spent
on a DI application. But given the reduction in the annual number of applications
due to stricter screening only 13 additional caseworkers are required, which costs
approximately €1,320,000 per year.

Stricter screening induces a reduction of 1,633 DI applications per year. Recall
that an application is made after 39 weeks of sickness absenteeism, while DI benefit
entitlement starts after 52 weeks of sickness absenteeism. Due to both benefit denials
and recoveries between 39 and 52 weeks, only 47% of the applications lead to actual
enrollment into the DI program. The average DI benefit is €11,745 per year and average
benefit duration is 12.9 years.12 If we use a discount rate of 5% per year, the expected
present value of future DI benefit payments is slightly less than €85,000. Hence, the total
amount of averted DI benefit payments by stricter screening are around €64,800,000.

This monetary cost–benefit analysis assumes that a nationwide introduction of
stricter screening would not affect the composition of the inflow into DI. In particular,
annual exit probabilities are assumed to remain unchanged and the average benefit
level is assumed not to change. It is, however, likely that stricter screening shifts
the population flowing into DI towards individuals who have worse health and labor
market prospects and thus on average longer DI spells. This reduces the expected
monetary benefits of stricter screening. On the other hand, the cost–benefit analysis
does not take into account that stricter screening also significantly reduces the 13-week
sickness report rate, which reduces administrative costs. The main conclusion of these
rough calculations is that the monetary costs of implementing the procedure of stricter
screening are only a small fraction of the monetary benefits.

7. Conclusions

This paper looks at effects of stricter screening of applications for DI in the Netherlands.
In particular, we examine whether stricter screening affects the prevalence of

12. The gross annual exit probabilities from DI are in the first year 0.16, in the second year 0.17, in the
third year 0.10, in the fourth year 0.07, and around 0.06 afterwards.
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long-term sickness absence and DI benefit applications. With little screening, workers
and employers can decide to devote none or only minimal effort to try and get the
worker back to work. Stricter screening is a policy measure to reduce such moral
hazard as it forces employers and workers to increase reintegration effort. This reduces
the attractiveness of the DI program and therefore stricter screening may also trigger
a mechanism of self-selection by potential applicants. Our empirical strategy was to
exploit exogenous regional variation in the intensity of the screening of DI applications.
In particular, we designed an experiment in which we instructed caseworkers at two
local DI offices to implement a regime of stricter screening of applications than in the
rest of the country.

We use data from the administrative records of the NSII and find that stricter
screening causes both self-selection and increased work resumption rates during
sickness absenteeism and that both effects are quantitatively equally important. We
argue that stricter screening mainly reduces the DI application rate of able workers and
thereby reduces moral hazard and improves targeting efficiency. A crude cost–benefit
analysis shows that the monetary costs of stricter screening are only a small fraction
of the monetary benefits.

This study shows that variations in the screening procedure can have an important
impact on the inflow into targeted transfer programs. Since the monetary costs of
screening are relatively low, stricter screening may be an attractive policy instrument
to reduce moral hazard. An important condition for stricter screening is that the social
program should have well-defined eligibility criteria. Furthermore, stricter screening
should be accompanied by a sanction scheme which contains substantial financial
penalties for noncompliance. Programs covering wage loss due to unemployment also
screen applications and sanction for unnecessary job loss. Our findings may therefore
not only have implications for DI programs around the world but also for other targeted
transfer programs.
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