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encourag e disabled beneficiaries to return to work and save trust fund monies. A research plan has been developed which would oDer
alternative prog ram provisions, experimentally, to diDerent samples of beneficiaries. An observation period of three to four years will be
possible before a report to Cong ress must be written. However, a period of this leng th is not suDicient to observe, fully, the postentitlement
experience of disabled beneficiaries. In order to estimate the long  run eDects of the experiments, a method is needed which can project
postentitlement behavior beyond the observation period. This paper tests the ability of proportional hazards semi-Markov model to make
accurate predictions in this type of setting . The data are divided into two seg ments: the first 14 calendar quarters and the last 16 quarters.
Various types of rate functions including  proportional hazards rate functions are estimated on the first seg ment, then projected over the entire
30 quarters and compared to the actual data. The proportional hazards rate functions are then used in a simulation to estimate monthly
benefit cost to the social security disability trust fund over the last 16 quarters, using  an ag e-dependent, absorbing , semi-Markov model. The
model does a very g ood job of capturing  the dynamics of the process and should prove quite useful as one of the major components in an
analysis of the Work Incentive Experiments.
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