Employment and Disabilit

Burt S. Barnow

Burt S. Barnow is as-
sociate director for
research and principal
research scientist,
Institute for Policy
Studies, Johns Hopkins
University, Baltimore,
Maryland. This article
was prepared for the
Interagency Commit-
tee on Disability Re-
search, 2006 National
Disability Employment
Research Summit. E-
mail: barnow@jhu.edu

The employment rate
of people with disabilities

Critical issues in evaluating employment policies
for the disabled are the measurement of employment status,

the measurement of disability status, and the question of which
subpopulations of the disabled should be included; no clear
consensus has emerged regarding the outcome of these issues,
except that surveys must provide more comprebensim coverage

romoting employment for people
with disabilities has long been an im-
portant policy objective in the United
States. Some examples of Federal policies
whose goal is to increase employment for
people with disabilities are the vocational
rehabilitation system, funded by grants from
the U.S. Rehabilitation Services Admin-
istration to the States; the Ticket to Work
program; the Work Opportunity Tax Credit;
and the Americans with Disabilities Act
(ADA). Many of these policies are relatively
new; yet analysts have noted a decline in the
employment rate of people with disabilities
in recent years,! and some evaluations of the
ADA indicate that, rather than increasing
employment, the Act may have reduced em-
ployment for those with disabilities. These
surprising findings have led some observers
to take a closer look at employment statistics
for such individuals. Perhaps, they argue, it
is not that the programs and policies have
failed to aid disabled individuals in finding
employment; rather, the statistics themselves
are misleading and inappropriate.
This article examines three issues that are
critical in assessing the success of employ-
ment policies for the disabled: the measure-
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ment of employment status, the measurement
of disability status,and the decision regarding
whom to include in the analyses. Because the
empirical studies reviewed herein made use
of three specific surveys—the 2000 Decen-
nial Census, the Current Population Survey
(CPS), and the Survey of Income and Pro-
gram Participation (SIPP)—the focus of the
article is the definitions and measurement
of employment and disability status in those
three surveys. The measurement of employ-
ment status has not been an issue of dispute
in the literature, so it is discussed first. Next,
the definitions of disability status are exam-
ined, followed by a review of the definitions
used and analyses undertaken in evaluations
of the ADA. The article concludes with sug-
gestions about future research on measuring
disability status.

Employment status

Employment status is the least controversial
of the aforementioned three issues. Defini-
tions of employment and other labor force
statuses generally follow those used for the
CPS, a monthly survey of approximately
60,000 households that is used to develop



the Nation’s official employment statistics. The CPS de-
fines employment (actually, employed persons, but the two
terms may be taken to be identical for the purposes of this
article) as follows:

Persons 16 years and over in the civilian noninstitu-
tional population who, during the reference week, (a)
did any work at all (at least 1 hour) as paid employ-
ees; worked in their own business, profession, or on
their own farm, or worked 15 hours or more as un-
paid workers in an enterprise operated by a member
of the family; and (b) all those who were not work-
ing but who had jobs or businesses from which they
were temporarily absent because of vacation, illness,
bad weather, childcare problems, maternity or pater-
nity leave, labor-management dispute, job training,
or other family or personal reasons, whether or not
they were paid for the time oft or were seeking other
jobs.?

People who are not employed are classified as being either
unemployed or not in the labor force. To be considered un-
employed, a person must not have worked during the refer-
ence week, must have been available for work except for a
temporary illness, and must have actively searched for work
during the 4-week period ending in the reference week. In-
dividuals who do not meet the criteria for being employed
or unemployed are categorized as “not in the labor force.”

The 2000 census uses the same concept of employment
as the CPS, but because the purpose of the census is broad-
er than that of the CPS, the census is structured difterently
and does not do as good a job of capturing labor force
status as does the CPS:

Census 2000 was designed to collect general in-
formation about the labor force for very small geo-
graphic areas on a one-time basis. It was primarily a
mail-out/mail-back data collection that asked fewer
and less precise questions than the CPS on employ-
ment and unemployment.?

The Census Bureau notes, “at the national level, Census
2000 estimates of employment were considerably below,
and estimates of unemployment above, the corresponding
CPS estimates.” *

'The SIPP is a federally sponsored longitudinal data col-
lection effort whose purpose is

To collect source and amount of income, labor force
information, program participation and eligibility
data, and general demographic characteristics to
measure the effectiveness of existing Federal, State,
and local programs; to estimate future costs and

coverage for government programs, such as food
stamps; and to provide improved statistics on the
distribution of income and measures of economic
well-being in the country.®

'The SIPP operates by having national panels that include
between 14,000 and 36,700 members who are followed
for a period that varies from 2% to 4 years. Labor force
questions are included in the “core” module of the ques-
tionnaire, along with other key income and program par-
ticipation questions. Topics covered in the topical mod-
ules (though not during each interview) include personal
history, childcare, wealth, program eligibility, child sup-
port, utilization and cost of health care, disability, school
enrollment, taxes, and annual income.®

'The SIPP questions on employment are somewhat dif-
ferent from the ones asked in the CPS or the 2000 census.
To illustrate, first, the SIPP asks about employment during
a particular 7month, rather than during a particular week, as
the CPS and 2000 census do. Second, although the SIPP
asks questions dealing with unpaid work in a family busi-
ness, they are not as specific as the questions used in the
CPS. 'Third, the SIPP questions about temporary absence
from work are not the same as the questions in the CPS
and the 2000 census. Because of these significant differ-
ences, one would not expect to find consistent responses
across the surveys.

Although the three surveys produce somewhat differ-
ent results, the literature does not appear to have major
criticisms of the standard measures of employment. How-
ever, one author has written several articles on how simply
knowing the employment status of people with disabili-
ties does not tell us the complete story. Lisa Schur’s 2002
and 2003 studies’ used the CPS and SIPP to analyze the
extent to which people with disabilities are more likely
to participate in what she refers to as “nonstandard jobs™:
part-time, temporary, and independent contractor posi-
tions. It has long been established that such positions
pay lower wages and offer less generous fringe benefits
than full-time positions, so accepting a position of that
nature can be deleterious to workers with disabilities if
they do not voluntarily choose such work. Schur found
that more than 40 percent of workers with disabilities are
in some form of nonstandard work, nearly twice the rate
for their nondisabled counterparts. Schur also found that
these arrangements are likely to be voluntary and that the
primary explanation appears to be health problems. Thus,
on the one hand, increasing nonstandard work opportuni-
ties may be an appropriate way to draw more people with
disabilities into employment. On the other hand, noted
Schur, employers may be reluctant to pay for the cost of
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accommodations for workers who are on the job for a
limited time or for limited hours, and health insurance is
a higher proportion of pay for part-time workers. Schur
concluded that nonstandard work is an important option
tor people with disabilities, but further research is needed
to determine whether such jobs provide the benefits and
support that those people require and whether appropri-
ate accommodations and benefits are in fact provided.
One particular aspect of CPS labor force statistics de-
serves mention here, in that it may prove useful in the
discussion which follows on the appropriate population
to consider in determining the employment rate of people
with disabilities. In the CPS, individuals who are neither
employed nor unemployed are categorized as “not in the
labor force,” and the survey includes questions aimed at
identifying these workers’ interests and actions in seeking
employment. Individuals who are not in the labor force are
asked if they would like to work. If so, they are asked ques-
tions to determine whether they are marginally attached to
the labor force, which means that they want work, are able
to work, are available for work, and have looked for work
during the past 12 months, but not in the past 4 weeks;
or whether they are discouraged workers, which means that
they satisfy the aforementioned conditions, but, in addi-
tion, they are not currently looking for work because they
believe that there are no jobs available or there are none

tor which they would qualify.

Defining disability status

Disability is a more complex concept than employment,
and there are a number of definitions thereof. Accord-
ing to Andrew ]. Houtenville and Richard B. Burkhauser,
“Disability is a controversial concept to define and meas-
ure.” ® Michele Adler showed that Federal programs use
a wide range of definitions of disability, and Burt S. Bar-
now showed how one Federal program, the Job Training
Partnership Act, defined disabilities differently for eligi-
bility and reporting purposes.” Burkhauser, Houtenville,
and David C. Wittenburg noted that the most common
conceptualizations of disability are based on the mod-
els of Saad Nagi and the World Health Organization.'
Burkhauser, Houtenville, and Wittenburg observed that a
population may be characterized as consisting of a set of
four concentric circles, with the outermost circle consist-
ing of all working-age people, the next circle including
those with impairments, the third circle comprising those
with activity limitations, and the innermost circle consist-
ing of people with longer term activity limitations. Note,
importantly, that disability is not usually defined as being
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synonymous with activity limitations. Rather, most ana-
lysts define a disability as a combination of an impairment
and some type of activity limitation.

The March CPS Supplement includes a question on
characteristics that limit work activities, namely, “(Do
you/Does anyone in this household) have a health prob-
lem or disability which prevents (you/them) from work-
ing or which limits the kind or amount of work (you/they)
can do?” the responses to which many economists and
other social scientists have used to analyze disabilities.'!
In addition, the Census Bureau has developed an algo-
rithm that classifies a person as being disabled or having
a “work disability” in response to a series of questions in
the basic CPS monthly instrument, as well as the March
Supplement; these other responses used to classify some-
one as having a disability include “retired or left a job for
health reasons,” “not in the labor force because of a health
reason,” “currently not in the labor force because of a dis-
ability,” “did not work in the previous year because of ill-
ness or a disability,” “under age 65 and received Medicare
or Supplemental Security Income in the previous year,”
and “received Veterans’ Administration disability income
in the previous year.” > The Census Bureau warns that the
CPS questions are not designed to capture any particular
concept of disability and that the questions on disability
may or may not be appropriate for any particular research
issue.”

The long form of the 2000 census included six ques-
tions on disability that were developed by a Federal inter-
agency workgroup.!* The first two questions asked about
impairments in vision or hearing and limitations in basic
activities such as walking, climbing stairs, reaching, lift-
ing, and carrying. The next four questions asked whether
the person had a physical, mental, or emotional condi-
tion lasting 6 months or longer that resulted in difficulty
in doing any of the following: learning, remembering, or
concentrating; dressing, bathing, or getting around the
house; going outside the home alone to shop or visit a
doctor’s office; and working at a job or business.” The
Census Bureau notes that the 2000 census captures only
a few dimensions of disability. Concern has been raised
by some Census Bureau staft that there was a problem in
the length and complexity of some of the disability ques-
tions, likely leading to undercounts of the population with
employment disabilities and the population with stay-at-
home disabilities (which may overlap).*®

Of the three surveys discussed in this article, the SIPP
has the most complete set of questions on disability. The
SIPP questions capture limits in functional activities (for
example, seeing, hearing, and speaking); activities of daily



living (such as getting around the home, getting in and
out of bed, and eating); instrumental activities of daily
living (for instance, going outside of the home, keeping
track of money, and preparing meals); the use of assist-
ive devices; the presence of conditions related to mental
functioning; and the presence of a work disability."” In
addition to collecting comprehensive information on dis-
abilities, the SIPP asks some of the questions more than
once over the period that panel members are interviewed
(generally, 2Y5 years), thereby offering the opportunity to
look for changes in disability status and consistency of re-
sponses over time.

The ADA and employment trends

In recent years, two series of studies have focused respec-
tively on employment trends of people with disabilities
and evaluations of the ADA. In both cases, the studies con-
cluded that a downward trend in employment for people
with disabilities began in the 1990s and has continued
on to the present, with some researchers attributing at
least part of the trend to the ADA. Critics of these studies
generally have argued that the findings are spurious and
are due to the researchers using the wrong definition of
disability or the wrong subset of the disabled population
in their analysis.

Although the ADA was intended to increase employ-
ment opportunities for people with disabilities by pro-
hibiting discrimination in the workplace and by requiring
employers to accommodate the needs of workers with
disabilities, economic theory is more ambiguous. The ma-
jor argument economists have made is that if employers
perceive the costs of accommodation to be high, they will
refrain from hiring workers with disabilities. A more gen-
eral point is one that has been made in studying age dis-
crimination: workers who lose their jobs are more likely
to bring a discrimination suit than an applicant is, because
the worker who is laid off knows the relevant pool of la-
bor, whereas the applicant often has no idea whom the
employer hires or what the qualifications of those who are
hired are. Thus, employers must weigh the costs of pos-
sibly violating the discrimination law against the costs of
providing accommodations to workers with disabilities.
In the latter regard, note that because the ADA uses the
vague term “reasonable accommodation,” employers face
uncertainty as to what level of accommodation would be
considered reasonable. Of course, as case law develops, it
may be that the term “reasonable accommodation” will be
fleshed out, thereby alleviating or even eliminating em-
ployers’ concerns.

The most often cited study of the ADA was conduct-
ed by Daren Acemoglu and Joshua D. Angrist."® Using
March CPS data, they estimated employment trends from
1988 through 1996 for workers with disabilities. Acemo-
glu and Angrist used regression analysis to statistically
control for other factors that might have influenced em-
ployment rates for workers with disabilities, such as re-
ceipt of income transfer payments through Social Security
Disability Insurance and Supplemental Security Income.
After controlling for other relevant factors, the authors
concluded that the ADA led to declines in employment for
workers aged 21 to 39 years with disabilities, but they did
not find evidence of any employment impact for similar
workers between the ages of 40 and 58 years. Acemoglu
and Angrist tested a variety of specifications for their
empirical work, and they consistently found a decline in
the number of weeks of employment for younger workers
with disabilities after the ADA became effective.

In a series of articles, Thomas DelLeire used the SIPP
to estimate the employment effects of the ADA."” With
data from 1986 through 1995, DeLeire performed a pro-
bit analysis to estimate how the enactment of the ADA
affected the probability of employment and wage rates for
men aged 18 to 64 years with disabilities. In his simplest
model, in which he controlled only for the presence of the
ADA, DeLeire found that the Act reduced employment
by a statistically significant 7.2 percentage points. When
demographic characteristics, industry, and occupation
were held constant, the impact declined to 4.1 percent-
age points, again statistically significant. Next, DeLeire
allowed the impact of the ADA to vary by year, and he
found that employment effects began in 1990, when the
ADA was passed, and increased in magnitude every year
thereafter. He then found that the effects were greater for
workers in manufacturing, blue-collar, and managerial oc-
cupations; workers with physical and mental disabilities;
and workers whose disabilities were not due to work-re-
lated injuries. He found no evidence that the ADA affected
the wage rates of disabled workers.

Kathleen Beegle and Wendy A. Stock analyzed the im-
pact of State disability discrimination laws on the employ-
ment and wage rates of people with disabilities.”® They
noted that, prior to the enactment of the ADA, most States
already had laws prohibiting employment discrimination
against people with disabilities. Using decennial census
data from 1970, 1980, and 1990, they performed a series
of ordinary least squares regressions to determine the im-
pacts of discrimination laws on the earnings, labor force
participation rates, and employment of disabled individu-
als. In contrast to DeLeire (who considered the effects of
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the ADA rather than State laws), Beegle and Stock found
that the discrimination laws were associated with lower
relative earnings for the disabled and slightly lower labor
force participation rates, but that they had no effect on
employment rates.

A number of articles have been critical of the literature
on the impact of the ADA; the major arguments relating
to the definition of disability and the relevant population
to analyze are discussed next. Because the ADA was not
implemented as a classical experiment with random as-
signment of employers and disabled people to treatment
status, the evaluations are subject to the usual challenges to
nonexperimental evaluations; these issues are not covered
in detail here, because the main purpose of this article is
to explore definitions of employment and disability status
and not to discuss the impact of the ADA.*

An important issue raised by all the critics is the defini-
tion of people with disabilities. The critics argue that the
article by Acemoglu and Angrist and the articles by De-
Leire suffer from two problems in their definitions of the
disabled population of interest. First, they argue that, be-
cause the questions in the CPS and SIPP which are used to
identify people with disabilities do not correspond well to
the population covered by the ADA, those authors’analyses
cannot be used to determine the impact of the ADA on the
covered population.”? Second, the critics argue that, by us-
ing a definition of disability based on the ability to work,
the ADA can be a victim of its own success: to the extent
that employers make appropriate accommodations, some
people with impairments will no longer consider them-
selves as having a disability, and those people, who were
helped by the ADA, will no longer be counted as disabled.

The first argument—that evaluations should examine
the impact of the ADA only on the population covered
by the Act—appears to be misguided. As all researchers
on people with disabilities stress, the population with
disabilities is not homogeneous. It is possible that the
ADA might help one subgroup while hurting another. For
example, much of the research on raising the minimum
wage looks beyond the impact on those making less than
the new minimum wage: there could be ripple effects that
lead to wage increases for workers earning more than the
new minimum, and if there is a sector that is not covered
by the Act, workers in that sector may suffer a decrease
in their wages while those in the covered sector gain.”
If one believes that the only problem with the article by
Acemoglu and Angrist and the articles by DeLeire is that
they look at the “wrong” population of people with dis-
abilities, one should still be very concerned with the find-
ings, which imply that some individuals with disabilities
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are made worse off because of the ADA. Alternatively, the
findings that some groups are helped and some are hurt
might be due to specification errors in the analyses: meas-
urement error and omitted variables can lead to biased
estimates of the impact of the Act.

'The second argument is more problematic. On the one
hand, studies that use work limitations to define the pop-
ulation of interest are likely to develop biased estimates
to the extent that employers implement accommodations
which remove workers from the ranks of the disabled. On
the other hand, to the extent that researchers use a more
general activity limitation measure, individuals who have
employers accommodate their work limitations are still
likely to have limitations on other activities.

Research by Kruse and Schur and by Houtenville and
Burkhauser show how important the definition of the pool
of those with disabilities is in estimating the impact of the
ADA?* Kruse and Schur developed 14 disability measures
based on activity limitation, receipt of disability income,
and ability to work. They found that the employment of
people with disabilities after the ADA was passed diftered
by disability measure: employment declined for those
reporting work disabilities, but improved among those
reporting any or severe functional limitations or limita-
tions associated with activities of daily living who do not
report a work disability* Houtenville and Burkhauser
found that, by considering only individuals with a dis-
ability lasting for 2 consecutive years instead of a single
year, the employment decline estimated by Acemoglu and
Angrist to have resulted from the passage of the ADA did
not in fact exist. What are we to make of the findings by
these two studies? Either (1) the ADA has affected differ-
ent subpopulations of people with disabilities differently
or (2) the results vary because of specification errors—for
example, omitted explanatory variables or measurement
error. The sensitivity of the findings with regard to the
population analyzed should give pause to the notion of
declaring the ADA ineffective, at least until these matters
are resolved.

Similar issues arise in research on recent employment
trends of people with disabilities. A series of articles by
Burkhauser and his colleagues points to a steady decline
in the employment rate for people with disabilities, begin-
ning prior to the enactment of the ADA.? Some observers,
such as Thomas W. Hale, argue that the data on the popu-
lation is so poor in capturing the magnitude of the dis-
abled population that we should refrain from asking even
simple trend questions until we obtain improved data.?’
Stapleton, Burkhauser, and Houtenville concur that there
are problems with the data sources now available on the



employment of people with disabilities, but they argue
that the major data sources (from the CPS, the SIPP, and
the National Health Insurance Survey) all produce highly
correlated employment series, so we can in fact identify
trends in the overall employment level of people with dis-
abilities.”® Although their reasoning is quite convincing,
sometimes specific numbers, rather than trends, are need-
ed, and sometimes also specific subgroups of the disabled
population need to be identified.

Implications for research and policy

All the studies reviewed in this article expressed some
concern with the data that are available to analyze em-
ployment status for people with disabilities. The primary
issue is measuring disability status appropriately, rather
than measuring employment status. However, additional
insights might be gained by paying more attention to what
Schur refers to as “nonstandard jobs” (part-time jobs, tem-
porary situations, and independent-contractor work), as
well as by focusing more on the situation of people who are
not in the labor force (for example, whether such people
want to work, whether they are available to work, whether
they have searched for work in the past 12 months, and
the reasons they have not searched for work).

The data that are available appear to be adequate for
identifying trends in employment patterns for people
with disabilities, but they are clearly inadequate for as-
sessing the impact of acts such as the ADA. Because the
consensus definitions of disability go beyond impairments
and include activity limitations, such as work limitations,
research is needed to better show how various impair-

Notes

ments limit major activities and how the trends have
changed over time. Because the ADA is intended to affect
the target population’s work limitations through employer
accommodations, it is inappropriate to assess the impact
of that Act by analyzing only the work-disabled popula-
tion; the fact that studies using alternative definitions of
disability in assessing the impact of the ADA reach quite
different conclusions means that further work is needed
to discover the impact of the ADA on various subpopu-
lations. Research that explores the use of the impaired
population and various definitions of activity limitations,
including the ability to work at all, also must be pursued.
In addition, studies indicate that the length and degree of
impairment can affect estimates of the impact of the Act,
so further exploration of how and why that occurs would
be valuable.

Clearly, to truly understand the relationships that exist
among impairments, disability, and work, major surveys
must provide more comprehensive coverage of these is-
sues. Unfortunately, space on the periodic surveys is ex-
pensive and scarce, so it would be naive simply to call for
more and better data. What may be more feasible is to
periodically expand the samples of disabled individuals in
some of these surveys and to ask more detailed questions
about impairment, activity limitations, and disability.

Finally, we should not be surprised that researchers
cannot yet agree on the impact of the ADA or even how to
measure the impact. The United States has had minimum-
wage legislation since 1938, and economists still disagree
on whether such legislation helps or hurts workers. It
would truly be surprising if a consensus on the impact of
the ADA could be reached in less than 20 years. ]
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