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I.
INTRODUCTION

In a March 2002 speech, Justice Sandra Day O’Connor commented to members of the Corporate Counsel Institute that the Supreme Court’s 2001-2002 term may be “remembered as the disabilities act term;”
 that is, as the Americans with Disabilities Act (ADA) term.
  O’Connor’s view, as reflected in a decision she had just written in Toyota Motor Manufacturing, Kentucky, Inc. v. Williams,
 was that the ADA is “an example of what happens when . . . the sponsors are so eager to get something passed that what passes hasn’t been as carefully written as a group of law professors might put together.”
  

As it was, the “disabilities act term” produced an array of decisions reviewing the ADA’s definition of disability,
 direct threat defense provisions,
 and reasonable accommodations requirements.
  With each decision, the Court rejected what critics call “liberal readings of the law’s employment provisions.”

While the Court and legal commentators have grappled over the doctrinal scope of the ADA, there has been a parallel debate in the social sciences on how to calibrate the real-world impact of the ADA’s employment provisions.  The central question of the debate is how to assess the law’s impact on the employment prospects and economic independence of individuals with disabilities.

So far, the research attempting to determine the law’s effects has produced inconclusive results.  Some studies report that the employment levels of individuals with work disabilities, but not necessarily with conditions covered by the ADA, declined in the early 1990s.
  These studies conclude that the law has failed to achieve its goals and is, in fact, the likely cause of the employment declines.  

Other research finds improvements in employment levels since the ADA was passed, but again, this may have occurred among a select group that does not represent all those who are covered by the ADA.
  The studies in the latter group define “disability” outside the context of a self-reported work limitation, instead focusing on individuals’ reported functional limitations in daily life activities.  The findings from these studies suggest that those likely to be considered disabled under the ADA—individuals with severe functional limitations who are not prevented from working—improved their relative employment levels in the early 1990s.

A primary difference between the research streams on the ADA’s effects on labor-force participation is how the authors define and measure the concept of disability.  In fact, how researchers identify individuals with disabilities is fundamental to whether their findings are informative as to the causal impact of the ADA.
  

The answer to the question of whether the ADA has affected employment rates requires analysis of the legally defined group the ADA is meant to protect, the “ADA-qualified disabled.”  However, no research conducted to date isolates this group.  Prior studies all use measures of disability that deviate from the ADA’s definition of disability.  As is evident after the Court’s “disabilities act term,” the Court has clarified the definition of what it means to have a disability under the ADA.  Clearly, the Court’s narrow interpretation of the ADA and the shifting definition of disability make it even harder for researchers to develop reliable and valid measures of the law’s effectiveness.  

In this Article, we explore the calibration of the ADA’s impact on the employment prospects of qualified persons covered by the law.  In Part II, we describe the predominant economic models of labor market behavior and discrimination and discuss how those models have been used to develop predictions regarding the impact of the ADA’s employment provisions.  We also review studies that purport to provide support for the prediction that the ADA causes declines in employment levels.  In Part III, we discuss reasons why existing research does not allow for conclusions that the ADA has caused declines or increases in employment levels, focusing on definitions and measures of disability used in that research.  In Part IV, we identify problematic issues in the development of models that assess the ADA’s effects and caution policy makers regarding the limitations of that research.


II.
Economic Theory’s Predictions Regarding the ADA’s Effects

Without the ADA or other protective legislation, economic theory posits that the wages and employment of individuals with disabilities will depend on firms’ demand for labor and individuals’ willingness to supply their labor to firms.  Firms will hire disabled individuals, with or without accommodations, only to the extent that doing so is profitable.
  Disabled individuals will seek work for pay (i.e., enter the labor market) only when doing so yields benefits that are greater than the costs of working.  

There are a number of potential reasons why disabled individuals in a non-ADA environment will be less likely to be employed and, if employed, will receive lower wages than nondisabled workers.  First, individuals with disabilities may not be as productive as those without disabilities.  This difference may be due to premarket decisions not to invest in training and education, to workplace barriers that curtail productivity, to a lack of work experience, or to a host of other reasons tied to particular disabilities.  If disabled individuals are not equally productive, then they will receive lower wages, if they are hired at all.  Lower wages in turn will lessen the likelihood that they remain in the labor market or that they even enter that market to seek employment.
  

Second, to the extent that an individual with a disability can be equally productive once workplace barriers have been removed, the elimination of those barriers will cost the individual in the form of lower wages.  In other words, the individual, more than the employer, will pay for her own accommodation.  If the cost of the accommodation to the individual is too large, she is unlikely to enter the labor market.  

Finally, discrimination against those with disabilities can be expected to lead to lower wages.  Employer discrimination can reduce both the number of job offers and the wages of jobs that are offered, which will decrease the value of job searches and may lead to individuals deciding not to enter the labor market.

A.
Economic Models of Employment Discrimination
A fundamental purpose of the ADA is to reduce irrational discrimination against those qualified individuals with disabilities and those perceived to have disabilities, and thereby enhance those individuals’ employment opportunities.  Whether the ADA has been successful is a question of whether discrimination has been reduced and whether the employment opportunities and wages of those it covers have improved.  To date, the focus has been on the latter question, although recent efforts have been directed to the former.

Employment discrimination may occur prior to or after an individual’s entry into the labor market.  Individuals with disabilities face premarket discrimination, or discrimination occurring before entry into the labor market, in education and training opportunities.
  Postmarket discrimination, occurring after entry into the labor market, causes qualified individuals with disabilities to receive lower wages and have fewer occupational choices.  Postmarket discrimination by employers, customers, or co-workers that significantly reduces wages received or occupational choices can be expected to influence premarket decisions.  For example, individuals with disabilities may be less likely to invest in education, as the returns to such an investment can be expected to be smaller than would exist without the effects of postmarket discrimination.

Becker has shown that one form of postmarket discrimination originates when employers display a “taste for discrimination.”
  If individuals in “majority” and “minority” groups are in fact equally productive, tastes for discrimination manifest themselves in the fact that employers perceive the cost of hiring those in the minority group to be greater than that of those in the majority group.
  To hire from the minority group, the employer must deduct from a minority individual’s wage the added cost (the “distaste”) of hiring that person.
  Wages of the minority group, therefore, are lower than those of the majority, despite comparable productivity.

Becker’s model predicts that in perfectly competitive markets, tastes for discrimination are minimized in the long run.
  As long as one firm exists with no discriminatory policy, market wages of the minority group should eventually become equal to those of the majority group.  This prediction relies on profit-maximizing behavior by some employers, which leads them to capitalize on the lower market wage of the minority group and only hire individuals in that group.  Because the nondiscriminating employers’ costs are lower, discriminatory employers are driven from the market and the wages of those in the majority and minority groups will equalize. 

The statistical model of discrimination relies on employer decisionmaking in the context of imperfect information.
  When an employer seeks to hire a worker, the employer does not have complete information regarding that individual’s future productivity.  The employer either expends resources obtaining information about the candidate prior to her hire from the pool of candidates (incurring the costs of doing so) or observes productivity thereafter.  As a result, employers tend to identify “cheap” indicators of productivity prior to hire so they can predict future performance.  These indicators can include perceptions of certain groups of employees developed through past experiences or other sources of information.  

Statistical discrimination occurs when employers use these perceptions of the average individual in a group, such as the group of disabled persons, to predict the productivity of all individuals from that group.
  If the indicator used (the presence of a disability) is an accurate predictor of performance, its use will lead to efficient decisions.  When the indicators are inaccurate, costly mistakes are made.  In this model, the differential treatment of equally productive individuals can persist because employers who act consistently with their perceptions or underlying biases can elicit responses from applicants and employees that confirm those perceptions.
  Market forces alone are unlikely to eliminate this form of discrimination.

The theories of postmarket behavior and statistical discrimination illustrate how employer tastes and perceptions cause some individuals to be treated differently than others.  Under Becker’s theory, employer tastes for discrimination lead to differential treatment;
 under theories of statistical discrimination, the perceptions regarding average group characteristics or stereotypes are applied to all individuals within the group, with the result that equally productive individuals may be treated differently.

B.
Theories of Discrimination and the ADA
Apart from the law’s requirement that a firm make accommodations for qualified disabled workers,
 the ADA tracks the economic definition of discrimination, which focuses on the differential treatment of those who are equally productive.  Under the ADA, qualified individuals with disabilities are to be treated the same as nondisabled individuals with respect to pay and employment decisions.
  The ADA defines these qualified individuals as people who are either currently disabled, have a history of disability, or are regarded as being disabled.
  Individuals within the second and third prongs of this definition are most likely to be perfect substitutes for nondisabled employees, as they have no actual impairment that would affect their productivity.  These individuals are the victims of inaccurate stereotypes (which should be diminished by the ADA’s prescribed case-by-case analysis of qualified individuals).

The requirement that employers make accommodations for qualified workers appears to be a departure from standard definitions of economic discrimination.
  In the absence of discrimination, individuals who are equally productive should receive the same compensation (wages, benefits, and other rewards).  The ADA’s definition of discrimination does not take into account employer expenditures directed at making some, but not all, workers more productive than they would be in the employer’s “pre-accommodation” work environment.
  

The ADA’s accommodation requirement mandates that an employer provide benefits to, or take steps in response to, the needs of particular individuals so they are able to perform essential job functions.
  During the “disabilities act term,” in US Airways v. Barnett, the Court delineated the mandate of the ADA’s accommodation requirement:

[The ADA] seeks to diminish or to eliminate the stereotypical thought processes, the thoughtless actions, and the hostile reactions that far too often bar those with disabilities from participating fully in the Nation’s life, including the workplace.  These objectives demand unprejudiced thought and reasonable responsive reaction on the part of employers and fellow workers alike.  They will sometimes require affirmative conduct to promote entry of disabled people into the workforce.  They do not, however, demand action beyond the realm of the reasonable.

The Court concludes that “[t]he simple fact that an accommodation would provide a ‘preference’—in the sense that it would permit the worker with a disability to violate a rule that others must obey—cannot, in and of itself, automatically show that the accommodation is not ‘reasonable.’”

Thus, the ADA imposes on employers a potential additional cost of hiring or retaining a disabled individual.  The ADA’s definition of discrimination, which identifies a failure to pay the same wage and a failure to make reasonable accommodations, therefore seems to depart from the standard economic models of discrimination.
  Not only are individuals with disabilities entitled to the same compensation as others who are equally qualified, they have, by virtue of the ADA, a claim to resources that others are perceived not to have.  That employers incur expenses to allow qualified individuals to be productive on the job represents a focal point of economists’ criticisms of the ADA
 and is a central element of public policy debates about the law’s employment protections.

C.
Predictions of the ADA’s Effects
Standard economic models predict that without the ADA, employers will hire disabled individuals to the extent that the costs of doing so are smaller than the benefits, that is, when the individual’s productivity yields benefits to the employer that are greater than the costs of hiring and retaining that individual.  Accommodations will be provided if the same rule applies—the cost of the accommodation to the employer must be less than the benefit of providing it, and therefore accommodation will be provided when it is profitable to do so.  This is more likely to occur where the individual pays for at least part of the accommodation in the form of a lower wage.
  

One key to assessing the predicted effects of the ADA is to understand that, unless discrimination is at work, employers will always seek to hire the most productive and “cheapest” disabled individuals (i.e., those requiring the fewest or the least costly accommodations).  Thus, all else being equal, those who remain unemployed are predicted to be individuals who are less productive, or more costly to employ.
  This prediction relies on the assumption that employers have reasonably accurate information about potential worker productivity and the costs and benefits of accommodations.

As the pre-ADA environment is viewed as efficient (or moving toward efficiency as market competition eliminates discriminatory employers), the ADA’s “equal pay” and reasonable accommodation requirements are predicted to lead to inefficiencies and to the imposition of costs on all affected.  Each requirement is predicted to have deleterious effects on disabled and nondisabled individuals, on firms, and on the economy.

The ADA’s equal-pay requirement is predicted to force employers to pay individuals with disabilities more than they otherwise would.  Under the ADA, those who would be hired at a lower wage, whether due to accommodation costs or discrimination, must be paid what the employer pays nondisabled individuals.  The resultant payment increase leads to the loss of employment for some disabled individuals, as fewer such persons are demanded at the higher wage.
  Although higher wages would attract more disabled individuals to the labor market, many new entrants will remain unemployed because fewer persons are demanded.

Furthermore, because the ADA does not allow firms to pick and choose to whom accommodations will be provided, the law’s accommodation mandate is predicted to force firms to pay more than what an individual is “worth” to the firm.
  In short, the ADA’s accommodation requirement is expected to force employers to provide accommodations they otherwise would not have provided—those that are not profitable—and the ADA’s equal-pay requirement prevents the added expense from being transferred to the employee through a lower wage.

Jolls departs from the standard models in examining the effects of accommodation mandates under different enforcement scenarios.
  Using a model that builds on the work of Summers,
 Jolls demonstrates that whether qualified ADA-disabled individuals realize employment losses depends on whether restrictions on wage and employment differentials are binding on employers.

Where only the ADA’s equal-pay requirement is binding, disabled individuals are predicted to suffer relative employment losses and flat or increased relative wages.  Where neither restriction is binding, relative wages are predicted to fall, and relative employment will rise, fall, or remain unchanged if the value of the accommodations exceeds, is less than, or is equal to their cost, respectively.  Where both restrictions are binding, Jolls predicts that the relative wage of qualified disabled individuals will rise or stay the same and that the relative employment of those individuals will rise, in part because nondisabled individuals shoulder some of the costs of the accommodation mandate.

D.
Empirical Tests
DeLeire
 and Acemoglu and Angrist
 are among researchers using economic theory to derive and test empirically predictions regarding the ADA’s effects on the employment of individuals with disabilities.  DeLeire employs the Survey of Income and Program Participation (SIPP) data from 1986 to 1993 for men aged eighteen to sixty-four to examine whether the ADA has affected the likelihood of employment and wages of disabled individuals.
  Acemoglu and Angrist use Current Population Survey (CPS) data from 1988 to 1997 for men and women aged twenty-one to fifty-eight to test a model that extends the standard economic model by incorporating concepts of hiring and firing costs.

Both sets of studies report findings that the authors contend support their predictions.  DeLeire summarizes his findings as indicating that the ADA has led to a 7.2% decrease in the probability of employment of disabled individuals, but no change in relative wages.
  He attributes this result to the costs to employers of complying with the ADA’s accommodation requirement.  Acemoglu and Angrist conclude that the ADA has had substantial disemployment effects on disabled men in the twenty-one to fifty-eight age cohort and on disabled women under the age of forty.
  They too attribute these findings to the accommodation costs of the ADA.  

Although both sets of studies show decreases in the employment of disabled people, they differ in the timing of when these decreases occurred.  DeLeire finds a significant drop in 1990, which he attributes to the passage of the ADA.
  Acemoglu and Angrist find no significant drops in 1990.  Instead, they discover such a drop in 1992, which they attribute to the ADA because its Title I employment provisions were implemented that year.
  While it is debatable whether the relevant date for any changes in employer behavior should be the date of the ADA’s passage or the Title I implementation date two years later, the disparate findings between the studies raise the question of whether the ADA is playing a role in these results or whether other idiosyncrasies of the models and datasets are at work.
 

Both sets of studies include consideration of the effects of federal disability receipts.  DeLeire assesses changes in the level of benefits available, in eligibility, and in denial rates.
  Reviewing data on these variables, he concludes that federal benefits are not likely to explain his results.  DeLeire also considers the possible effects of the 1990–1991 recession.  Using Panel Study of Income Dynamics (PSID) data, he investigates whether pre-1990 recessions led to widening gaps between employment rates of individuals with and without disabilities.  Because those rates did not significantly widen in prior recessions, DeLeire concludes that the widening rates he finds after January 1991 are not due to the downturn in the economy in late 1990 and early 1991.
  

Acemoglu and Angrist include variables capturing receipt of federal disability benefits and find that their basic results are not greatly changed, so they conclude that receipt of federal benefits does not provide an explanation.
  Having eliminated this alternative, Acemoglu and Angrist, like DeLeire, conclude that the ADA has negatively affected the employment of disabled individuals.

In sum, while Title I of the ADA, like previous antidiscrimination legislation, seeks to eliminate differential treatment of those who are equally productive, the ADA’s requirement that employers make reasonable accommodations for employees with disabilities is a departure from prior legislation (although in more limited ways section 504 of the Rehabilitation Act of 1973 had a similar mandate).  Standard economic models predict that the costs of accommodation will decrease the hiring and wages of people with disabilities.  Seemingly bearing this out, two studies have reported evidence that the employment of people reporting work disabilities has decreased following passage of the ADA.  We turn to a number of problems in researching the employment of people with disabilities, and describe other studies with more favorable results.
III.
The Impact of the ADA on Employment

Can the results of the prior empirical tests be taken as proof that the ADA has failed to accomplish its goals?  Based on the research to date, we conclude that the answer to that question is no.  One major reason for our conclusion is related to the definition and measure of disability employed in prior studies.  We will review a number of thorny problems in measuring disability, along with results based on alternative measures that reach different conclusions than the studies discussed above. 

A.
Disabled Individuals Versus Disabled Individuals Protected by the ADA 

The definition of disability and the identification of those in that protected category are critical to research addressing the labor market behavior of disabled individuals.  If the purpose of the research is to examine the labor demand and supply of those with disabilities relative to those without disabilities, use of a measure that asks individuals whether they are “disabled” or whether they have a disability that prevents or limits the work they can perform may be sufficient.  However, this approach, taken without regard to the ADA’s language, will not yield valid conclusions if the goal is to assess the effects of the law.
  

Thus, even if researchers are correct in concluding that the relative employment of people with work disabilities fell dramatically in the 1990s, this finding has little relevance to the question of whether the ADA has been effective since it was enacted.
  This is because only modest consideration has been given to whether the individuals captured by the selected measure of disability are in fact ADA-qualified individuals.  The greater the discrepancy between the group that the ADA protects and the group that researchers identify as disabled (and that researchers compare to the group identified as nondisabled), the less that can be said about the ADA’s causal effects. 

As previously mentioned, those covered by ADA Title I are people who have an impairment that substantially limits a major daily life activity and who are “qualified” (i.e., they can perform essential job functions with or without accommodation).
  As such, the ADA does not provide employment protections to all persons with physical or mental limitations.  The law divides individuals with impairments into three groups: individuals with substantial limitations who are qualified, individuals with substantial limitations who are not qualified, and individuals with impairments that do not substantially limit a major life activity.
  The law provides protection only to those in the first group.

Researchers often do not distinguish between these groups.  Instead, most divide samples into “disabled” and “nondisabled” categories.  If the SIPP is used, the division is accomplished through the use of a standard survey question that asks respondents whether they have a physical, mental, or other health condition that limits the kind or amount of work that they can do.
  This question is the SIPP item used to tabulate broad indicators of labor force participation by individuals with self-reported work-limiting impairments.
  If the CPS is used, the item used to divide the sample into disabled and nondisabled groups asks whether individuals “have a health problem or disability which prevents [them] from working or which limits the kind and the amount of work [they] can do.”
  

In general, both items define disability more narrowly than the ADA because they focus on impairments that limit work activity, rather than any major life activity.  During its “disabilities act term,” the Court questioned, but did not decide, whether working is even a major life activity for purposes of the law.

Additionally, individuals who are not “qualified” for purposes of the ADA may be included within the category of individuals identified as disabled in the CPS and SIPP.
  Some researchers include as “disabled” those persons whose impairments prevent them from working at all (even, presumably, if accommodations were attempted).  The CPS explicitly puts into the disabled category those who are prevented from working, although these are not ADA-qualified individuals.  Moreover, information from the SIPP data for 1997 indicates that more than half (57.5%) of individuals between the ages of sixteen and sixty-four with work disabilities report being prevented from working.
  Studies that rely on comparisons of the disabled and the nondisabled that include within the group of disabled individuals those who cannot work at all understandably will be more likely to produce results that suggest that disabled individuals are relatively less likely to be employed.

Hale describes the problems associated with use of the CPS and SIPP data sets for examinations of the employment of individuals with disabilities.  He suggests that the CPS in particular cannot be relied on to distinguish those with disabilities from those without them.
  Kaye also discusses these problems and proposes alternate measures of the employment rate, labor force participation, and unemployment.  He notes that the reported decline in the employment rates of persons with disabilities after passage of the ADA is mitigated when one uses these alternative definitions.
  Further research on employment using alternative measures of disability is the focus of the next section. 

B.
Work-Related Disability Versus Functional Limitations
Use of measures of functional limitations instead of, or in addition to, measures of work disabilities has been shown to lead to results that differ substantially from the results of studies relying solely on work disability items to divide samples.
  Individuals reporting functional limitations and individuals reporting work disabilities are not always the same.  In 1997, 10.5% of individuals between the ages of twenty-one and sixty-four reported a work disability, while 7.7% reported some other type of limitation, but no work disability.
 

Of those reporting a work disability, only one-third (34.1%) were employed.  By comparison, almost three-quarters (72.6%) of those without a work disability, but with some other disabling limitation, were employed.
  Unless individuals in this latter group would not be considered to have a substantial limitation under the ADA, the difference in the figures raises the possibility that individuals who have substantial limitations on major life activities other than working were miscategorized as being nondisabled in studies relying solely on work-related disability measures.
 

Kruse and Schur demonstrate the usefulness of focusing not only on individuals reporting work disabilities, but also individuals reporting functional limitations with respect to daily life activities.
  Qualified ADA individuals are substantially limited in a major life activity.  According to the EEOC regulations, major life activities include common everyday life functions, such as “caring for oneself, performing manual tasks, walking, seeing, hearing, speaking, breathing, learning, and working.”
  Substantial limitations of these activities are criteria for ADA coverage, although such limitations would not necessarily constitute a requirement for coverage under other federal or state disability schemes.

What happens when researchers use disability measures built on these broader functional limitations?  Kruse and Schur use data from the SIPP to define various groups based on measures of work disability; functional and daily activity limitations; receipt of disability income; and reported ability to work.
  The functional and daily activity limitations include difficulties in physical functions (such as seeing, hearing, walking, speaking, climbing stairs, and lifting and carrying) or in performing common daily activities (such as eating, taking a bath, and getting around inside or outside the home).
  

The group of individuals reporting any such limitations would be overinclusive as a measure of ADA coverage, since some of those individuals would not be substantially limited in a major life activity.  For instance, an impaired person would not be considered “disabled” under the ADA if the person mitigated the impact of her impairment with an assistive device.
  The group defined by Kruse and Schur as those who have severe functional and daily activity limitations (i.e., who are likely to be substantially limited in a major life activity), but who report the ability to work, is probably the group that best captures and isolates ADA-qualified individuals.

Examining their groups over time, Kruse and Schur find evidence that supports a compositional change among those reporting work disabilities.
  There is a substantial increase in reports of severe functional and daily activity limitations, a decrease in reports of being able to work, and an increase in the number of disability income recipients.
  There is a good possibility, therefore, that the decline in employment among people reporting work disabilities in the early 1990s reflects compositional changes in this population, rather than the implementation of the ADA.

Kruse and Schur report employment trends in the early 1990s that differ dramatically among the disability measures.
  Consistent with prior studies, their results show a relative employment decline for people reporting work disabilities between 1991 and 1993—that is, as the ADA was implemented.
  In contrast, there were nonsignificant relative employment increases among people reporting any functional and daily activity limitations and among people reporting work limitations but an ability to work. 
  

Moreover, Kruse and Schur find that relative employment levels improve significantly among several of the other measures—in particular, there is a strong significant increase among individuals who are included in the best measure of the ADA-qualified, those with severe functional and daily activity limitations that do not prevent work.
  These findings raise strong cautions about prior conclusions from evidence based only on the work disability measure.  The work disability measure includes many people who are not covered by Title I of the ADA, and excludes many who are covered.  The different results using measures that better reflect ADA coverage (accounting for limitations in major life activities other than work, and for the likelihood that one is ADA-qualified and available for employment), indicate that the ADA’s actual effects may be positive instead of negative.

Importantly, the divergent patterns that Kruse and Schur find continue through the 1990s.  Although there is no growth in employment when one examines all who report a work disability, there is significant improvement among those who report an ability to work.
  Although reports of inability to work may be influenced by the social and economic environment—by such factors as the size of the welfare payments, the unemployment rate, and the perception of the public toward people with disabilities—Kaye presents evidence validating the reports of inability to work by showing that these individuals have poorer health on average and greater need for assistance with daily life activities.
  In addition, the increase in reports of the inability to work in the 1990s is linked to an increase in reports of serious medical conditions and functional limitations.
 

In sum, prior conclusions about the relative employment of “disabled” individuals are largely dependent on the type of disability measure used.
  While all of the measures of disability have limitations, measures of functional limitations appear to more closely match criteria for ADA coverage than do other measures.  Since there is no perfect measure, there is a strong case for comparing results among multiple measures of disability.

C.
The ADA and Self-Reported Disability
The ADA may have effects on the probability that individuals report a disability, contributing to the compositional changes discussed in the previous section.  As noted, Kruse and Schur report evidence that there has been a change over time in the number of individuals self-reporting work disabilities.
  Historically, the stigma attached to disability has caused general underreporting of disability, particularly given that public policies toward people with disabilities have been based on a paternalistic model that creates a “social construction” portraying people with disabilities as second-class citizens.

The rise of the disability rights movement and the passage of the ADA lessened such stigma and increased individuals’ willingness to acknowledge disabilities, both to themselves and others.  This may be especially true for those with the most stigmatized disabilities, such as mental impairments, that are associated with the lowest employment rates.  Such increased acknowledgment of disability could have the effect of lowering the measured employment rate.

This reduction in social stigma is not the only way that the ADA may affect self-reports.   Difficult measurement issues stem from the ADA’s focus on physical or mental conditions that limit activities: if an individual perceives herself not to be limited, she will not respond affirmatively to questions about “limitations” or “difficulties.”  To the extent that the ADA removes both attitudinal and environmental barriers, it is likely that fewer people with impairments will report being substantially limited.  This is undoubtedly a good thing from a policy and social perspective; it is not such a good thing if one is interested in measuring the effects of the ADA. 

Reports of work disability should lessen over time if employers and advances in technology make workplaces more accessible, so that individuals’ impairments are less likely to restrict the work they are able to do.
  This effect is pronounced for those with less severe disabilities who are more easily accommodated, resulting in a higher concentration of people with severe disabilities in the population reporting a work disability.
  Technological innovations and the movement to achieve independence also may contribute to the decrease in the number of individuals identifying limitations in other major life activities.

Reports of work disability may decline further over time, as individuals with impairments obtain jobs.  Employment status also affects the reporting of objective health measures, and is likely to affect reporting of subjective measures such as a self-reported work disability.
  People who are not employed may be more likely to report that they have a work disability as a way of justifying their lack of employment.  Those who obtain jobs, in contrast, may be less likely to report a work disability; in fact, the availability of a job may mean, under the ADA, that their ability to work is, as a legal matter, not substantially limited, even if their impairments remain.  

This raises the possibility that the tightening U.S. labor market in the late 1990s actually improved the employment situation for people with disabilities (using a broad measure of disability), but decreased the measured employment trend among those reporting work disabilities.  This could have occurred if those who obtained jobs became less likely to report a work disability, while those who stayed nonemployed became more likely to report a work disability to justify their lack of employment in a strong market. 

In short, if the ADA is effective in eliminating barriers that historically have thwarted attempts of individuals with disabilities to work, over time fewer individuals will identify themselves as limited in their ability to work, and those who do will have more severe disabilities.
  However, even if the law were responsible for changes in individuals’ views regarding whether they are limited in daily life activities and for the increased employment rates of these individuals, the individuals would not be treated as “ADA disabled” under our current measurement approaches.  This would tend to increase the likelihood of obtaining results that suggest the ADA has had a negative—or no—effect on the employment of individuals with disabilities.

D.
Other Issues in Measuring Disability
The study of individuals with disabilities encounters numerous complications that do not exist in the study of individuals of different genders or races.  Disabled individuals have limitations that differ in nature, severity, and age of onset.  An individual’s ability to work may vary over time with the episodic nature of particular impairments.
  Conditions may worsen with time or fluctuate between severe and manageable.

The Court has declared that many work-related impairments require an “individualized assessment.”
  Because symptoms vary widely, assumptions regarding disability status cannot be made solely from impairments that individuals report or perceive they have.
  Even creating a measure that is based on “objective” accommodation criteria—for instance, the need and costs for particular assistive devices (e.g., TTY telecomm devices, voice-recognition software) or for getting another person’s assistance to accomplish a work task—may not yield consistent answers.

Further complicating matters is the fact that the ADA’s definition of disability is subject to varied interpretations by courts, policy makers, employers, and persons with disabilities themselves.  Critics of the ADA claim that there are ambiguities within the law’s provisions, identifying difficulties associated with determining who falls into the ADA’s definition of disabled.
  Among the first questions to be answered is, “What is a major life activity under the ADA?”  The answer to this question is not obvious, and an answer today may be in need of revision tomorrow.  The same is true for what constitutes a substantial limitation on a major life activity.

Decisions coming in the Court’s “disabilities act term,” as well as other recent opinions, have produced some clarifications.  In 2002 in Toyota Motor Manufacturing,
 the Court determined that an individual is substantially limited in performing manual tasks for purposes of the ADA only if the impairment prevents or severely limits that individual from activities that are central to daily life.  In 1999 in Sutton v. United Air Lines,
 the Court decided that factors that mitigate an individual’s impairment, such as prosthetic devices, blood pressure medication, or even adaptive self-correcting techniques, are to be considered in defining whether that person’s impairment is substantially limiting for purposes of the ADA.

These decisions are expected to end conflicts among lower courts, which have rendered inconsistent opinions.  At the same time, by restricting the number of individuals covered by the ADA, the Court’s decisions are likely to reduce the ADA’s impact.  It is unclear what impact these decisions will have on empirical assessment of the ADA—it is possible that they will decrease the number of people reporting a disability, creating a population with more severe disabilities and a lower employment rate.

Another issue that complicates measurement of disability status concerns the incentive to report a disability to qualify under Social Security’s disability income programs.  Individuals may exaggerate their health problems as they apply for or receive disability benefits.  Recent evidence indicates that this may not be a substantial problem, given findings that survey-reported health characteristics are similar to data recorded by the Social Security Administration in making award decisions.

The task facing those attempting to identify an accurate and reliable measure of disability is, for these and other reasons, extremely difficult.
  As noted in Kruse and Hale’s description of the efforts to find a reliable and accurate measure of disability,
 merely asking individuals whether they have a physical or mental condition that substantially limits a major life activity may not reliably identify those covered by the ADA.  Moreover, under Toyota, even diagnosis by a physician of an impairment or condition is not enough by itself to confirm a disability for purposes of analysis under the ADA.
  

The prior research testing a functional-limitation definition of disability does more than demonstrate what a difference a measure can make; it also highlights the potential benefits of using multiple measures of disability.
  The use of measures of functional limitations in addition to measures that capture limitations on an individual’s ability to work enables further investigation into the reasons why results appear to differ depending upon the measure employed.  

Incorporation of both sorts of measures would allow analysis of the large numbers of individuals reporting work disabilities but no other functional limitations.  These individuals have arguably the worst success rate in ADA litigation, as they are likely to be forced to simultaneously argue that they are substantially limited in their ability to work in a range of jobs, but are nonetheless qualified to do the job in question (perhaps with accommodation).  This dilemma was faced by the plaintiff in the Toyota case.
  Finally, additional attention needs to be paid to the effect of the ADA and other environmental conditions on the likelihood that an individual reports herself as disabled, no matter what type of definition is used.

IV.
Implications and Future Research

If unacceptably large numbers of qualified individuals with disabilities are without jobs, will a law such as the ADA (or even an amended ADA) bring about enhanced employment?  Or, will such a law make employment more difficult for all individuals with disabilities to find and to keep?  Do we need a law like the ADA, or should we, as some have urged, rely on market forces to sort those with disabilities into jobs?

Criticism of the ADA is not restricted to those who see the law as unnecessary.  Some fault the ADA’s definition of disability as unduly restrictive and advocate that those with any limitation on a major life activity be covered rather than only those with substantial limitations.
  We could amend the ADA (though this is perhaps not politically feasible) to protect a larger (but unknown) percentage of qualified individuals with disabilities.  Will such amendment or case law interpretation broadening the ADA’s coverage worsen the existing employment problem?  

The standard economic model suggests that the answer to that question is “yes.”  Broadening ADA coverage will increase legal challenges and the success rate of ADA litigants (particularly those who will be able to pass the “disabled” threshold), and this would increase employers’ “hiring subsidies” and “firing costs” associated with ADA litigation.
  Expanding the definition of disability will likewise increase the number of individuals to whom employers will have accommodation obligations.  Where firing and accommodation costs are greater than the hiring subsidies, the net effect is to increase the costs of employing disabled workers, and accordingly reduce the employment of such individuals.
  Thus, application of the standard economic model leads to the prediction that the employment of individuals with disabilities will decline further if the ADA’s definition of disability is broadened.

Yet, just as with the question of whether the law as written and interpreted has caused the employment prospects of ADA-qualified individuals to decline, determining whether a broader definition of disability for purposes of the ADA will have the deleterious effects predicted by economic theory requires that we learn more about who reports having a disability and why those individuals are, or are not, employed.  Information is needed about the labor market experiences of qualified individuals with disabilities to determine whether the ADA should be amended, repealed, or narrowly enforced.  

Today, we cannot say whether ADA-qualified individuals continue to face barriers to employment, and, if so, why this may be the case.  Is it due to the ADA’s accommodation mandate?  Is it due to the failure to enforce the ADA’s restriction on wage and employment differentials,
 or to premarket decisions of individuals?  Is it due to forces operating separately from the ADA, such as barriers to health insurance, or to economic disincentives in federal benefit entitlement programs?
  Without knowledge of the “why,” informed decisions regarding policy cannot be made.

In this section, we discuss a number of issues that are crucial to understanding the employment situation of people with disabilities. These include issues of measurement, technological advances, alternative work arrangements, social attitudes, other factors influencing labor supply decisions, and recent policy changes. 

A.
Measurement
Getting to the “why” requires that researchers grapple with issues surrounding the “who”—that is, issues concerning how “disability” is to be measured and what the characteristics are of individuals captured by the measure selected.  We have identified some of the measurement issues above.  In future analyses of the labor force participation or employment status of disabled individuals, it is crucial to examine measures of disability that go beyond the use of “Yes/No” indicators of group membership.
  Such indicators treat those with disabilities as a homogenous group, even though there is a great range in types and severity of impairments and other personal characteristics that can affect labor market behavior and ADA coverage.

Oi describes several aspects of disability that are important in individuals’ labor supply decisions: severity, age at onset of disability, anticipated duration of disability, and the disability’s effect on expected length of life.
  Silverstein adds four factors: the macroeconomic status during the reporting period (e.g., whether the country is in a deep or mild recession, the beginning stages of recovery, or full employment); how other protected classes, such as minority groups, are faring during the same time period; the race and ethnicity of the population and differences among subgroups (e.g., disabled African-Americans); and the possibility that persons with hidden disabilities, such as those with epilepsy and mental illness, for various reasons may not self-report.

Although not all this information is contained in existing datasets, researchers must acknowledge the challenges that accompany the study of individuals with disabilities and, until new measures are devised and expanded datasets are assembled, marshal information that is available.  The SIPP and CPS contain information that allow those prevented from working to be identified, while the SIPP, the National Health Interview Survey, and the National Comorbidity Survey ask individuals questions that provide the basis for measures of severity.

Research examining measures of severity and employment suggests that severity is, as may be expected, inversely related with the probability of working.
  Measures of disability, limitations, and health each appear to explain variation in the phenomena being addressed.
  Only through examining many aspects of individuals’ disabilities may researchers assess whether the ADA has helped or hindered the efforts of those with disabilities to move into, and stay in, the workplace.

In addition to examining alternative measures of disability, researchers must incorporate measures of individual productivity, such as education, job training, and work experience.  The lack of job training and work experience is among the principal reasons why disabled individuals have difficulty finding employment.

Other studies suggest that the probability of employment in some sectors and types of jobs declined to a greater degree than it did in others.
  Changes in job availability partially explain declining employment levels of individuals with disabilities.
  Stapleton, Houtenville, and Goodman explore the possibility that job requirements have changed over time in ways that make it less likely that disabled persons will be able to compete for positions.
  This may be due to the lower average educational levels of people with disabilities,
 the fact that less on-the-job training is provided by employers to employees with disabilities, and the increasing importance of education and technological skills in the workplace.

In sum, measurement of employment among people with disabilities must take into account the types and severity of disability, other personal characteristics such as race and education, the macroeconomic environment, and the types of occupations and industries in which jobs are being created.

B.
Technology
The central importance of computers in the workplace has implications for the employment of people with disabilities.
  Computer technologies help compensate for the physical limitations inherent in some disabilities—for example, those without finger dexterity use voice-recognition software to run a computer, and those with severe speech impediments use special software to “speak” through the computer.
  However, it is important to note that computer technology can affect people with different disabilities in different ways.  Apart from the way in which special computer technologies can provide accommodations for people with specific disabilities, computers in general play a role in increasing the productivity levels of many people with disabilities.  

Computer skills can open up occupational options where disability is of little or no relevance (e.g., most wheelchair users operate computers in the same way as those who do not use wheelchairs), while a lack of computer skills can restrict occupational options for people with disabilities (e.g., people with sensory or mobility impairments cannot do many service and blue-collar jobs).  Consistent with this idea, Krueger and Kruse have found that among people with spinal cord injuries (SCIs), those using computers prior to the SCI had more rapid returns to work. 
  Furthermore, among the employed, there was no earnings gap between computer users with and without SCIs, while nonusers with SCIs earned significantly less than nonusers without SCIs.
  In other words, there is an earnings penalty associated with SCI only among nonusers of computers.

Despite the positive effects of computer use on the employment and earnings of people with SCIs, these individuals are still less likely than other workers to be computer users and receive computer training following the injury.
  Recent evidence indicates that people with disabilities are generally less likely to be computer users.  Data from the 1999 SIPP show that among full-time workers, almost half (46%) of those without disabilities use computers at work, compared to one third (35%) of those with disabilities.
  An additional 43% of full-time employees with disabilities do not use computers at work but regularly use them elsewhere or say they could do so without difficulty, compared to 39% of those without disabilities.
  

Among working-age people with disabilities who are not employed, 16% report that they use computers regularly, and an additional 29% say they could do so without difficulty.
  Therefore, nearly half of nonemployed people with disabilities report they are capable of computer use, indicating substantial potential for increased employment of people with disabilities given the importance of computer skills in the workplace.

The growth of information technologies also increases the prevalence and productivity of home-based work.
  This is of special benefit to people with mobility impairments that make travel to a work site difficult.  Existing data confirm that people with work disabilities are more likely than other workers to do paid work at home.
  Research on technological and organizational barriers to home-based work, and on accommodations that increase the ease and productivity of telecommuting, will be valuable in assessing more completely future employment options for people with disabilities.

C.
Work Arrangements
Apart from telecommuting and other home-based work, other types of nonstandard work arrangements play a role in enhancing employment opportunities for people with disabilities.  Contingent work (i.e., temporary employment and independent contracting) and part-time employment are attractive for people with disabilities who have health problems that make standard full-time work difficult.  Existing research shows that about 40% of workers with disabilities are in contingent or part-time jobs, which is twice the rate of workers without disabilities.

Health problems are a major reason why people with disabilities are likely to work in nonstandard jobs.
  There are, however, drawbacks associated with such jobs.  They pay less and provide fewer benefits than traditional full-time jobs, and workers with disabilities receive even lower pay and fewer benefits than nondisabled workers within these jobs.  The result is that many workers with disabilities in nonstandard jobs are impoverished.

Unionization is another job characteristic that has received little attention in disability research.  Unions play a crucial role in U.S. workplaces by negotiating terms and conditions of employment, providing a mechanism for worker voice, and helping protect employee rights.  Unions work with employers in designing and implementing disability policies for employees and job applicants.  Existing data show that workers with disabilities are as likely as other workers to be union members.  However, there has been little exploration of the ways in which unions work with employers on disability policies and the extent to which these policies help workers with disabilities obtain jobs and remain employed.

It is an open question whether workers with disabilities fare better in unionized workplaces (e.g., because unions ensure that employers comply with civil rights laws like the ADA) or in nonunion workplaces (e.g., because seniority systems in union contracts make it more difficult to reassign workers with disabilities).  Regarding seniority systems, in US Airways, Inc. v. Barnett, 
 the Supreme Court held that, absent special circumstances, employers are not required to make exceptions to seniority systems to accommodate workers with disabilities (even in the absence of a collective bargaining agreement) if the seniority system has been consistently applied.  Following the Barnett decision, the empirical question is whether employers and unions will be less willing to make exceptions to collective bargaining agreements to accommodate workers with disabilities.

Other Supreme Court decisions impact the ability of workers with disabilities to use the ADA in disability discrimination lawsuits against employers in unionized settings.  In Wright v. Universal Maritime Service Corp., the Court ruled that general language in a collective bargaining agreement requiring all employment disputes to be settled by arbitration did not preclude an employee from suing the employer for violating the ADA.
  In Board of Trustees of the University of Alabama v. Garrett, however, state employees, who are likely to be unionized, were not permitted to sue their employers for monetary damages under Title I of the ADA.
  There is no empirical study of the implications of these cases for union policies and workplace outcomes, or for the role of unions in accommodating workers with disabilities.

Another factor regarding the definition of an ADA-qualified individual was introduced into the mix during the Court’s “disabilities act term.”  In Chevron U.S.A., Inc. v. Echazabal, the Court upheld  the validity of the Equal Employment Opportunity Commission’s interpretative regulations of the ADA that included an employer defense to the hiring of qualified individuals who pose a direct safety threat to themselves in the workplace.
  After Chevron, employers generally have greater latitude in deciding the degree of risk that an individual with a disability can and should accept in performing a particular job.
  

D.
Attitudes
The continued existence of discriminatory attitudes is acknowledged by many employers:  a 2003 employer survey found that 15% of employers said the greatest barrier to people with disabilities finding employment is employer reluctance to hire them, while another 5% cited discrimination or prejudice (and only 7% cited the need for workplace accommodations as the greatest barrier).
  Even when employers are driven by market and policy forces to behave in a nondiscriminatory way, negative animus from coworkers or customers reduces incentives for individuals with disabilities to enter the labor market.
  The long-term goal of the ADA is to eliminate such “tastes for discrimination.”  Yet previous studies have all held “tastes for discrimination” constant, and it is important to relax this assumption and develop a model of endogenous tastes such that we can see the role played by the ADA in shaping them.

Thus far, existing research has not examined the effects of the ADA on the incentive of disabled individuals to invest in human capital.  Reasons why disabled individuals decide not to acquire additional education or training, and thereby remain less productive, are gleaned from the economic human capital model.
  The expected value of investments in education and training is affected by such factors as life expectancy, the length of one’s working life, the expected market wage, the length of time needed to complete an educational or training program, and the difficulties associated with acquiring skills.
  Differences between nondisabled and disabled persons in these areas will lead to differences in decisions regarding the degree to which each group invests in their human capital.  The point in life when an individual becomes disabled further influences decisions regarding human capital investment.

Investments in human capital additionally are a function of negative attitudes and stigma directed toward individuals with disabilities.  Social and political forces historically and in contemporary society have contributed to negative attitudes toward individuals with disabilities.
  As Becker notes:

A novel theoretical development in recent years is the analysis of the consequences of stereotyped reasoning or statistical discrimination.  This analysis suggests that the beliefs of employers, teachers, and other influential groups that minority members are less productive can be self-fulfilling, for these beliefs may cause minorities to underinvest in education, training, and work skills, such as punctuality.  The underinvestment does make them less productive.

The ADA, through its accommodation and equal pay requirements, seeks to break this vicious cycle by narrowing the productivity gap between the disabled and the nondisabled.  Additionally, the law may create investments in education and job training associated with greater future benefits.
   Whether the ADA has triggered investment in education could be assessed by comparing years of schooling or job training before and after the law’s enactment, particularly among younger people who can expect a greater return from education.  But it may take study of the next generation of children with disabilities to determine the effects on employment of such changes in human capital decisions.

E.
Other Labor Supply Decisions
Analysis of labor-supply decisions over time will help to isolate whether changes in nonwork sources of income explain the apparent decline in employment of subgroups of disabled persons.  The provision of health care benefits makes work attractive, as suggested by recent policy changes to Medicaid law.
  To the extent that disabled individuals place importance on access to health care in their decisions regarding labor force participation, changes in the private sector’s provision of health care, in regulations regarding health care coverage, and in relevant federal programs are potential explanations for patterns of employment over time.

Sources of wealth not tied to employment, such as disability payments or Medicaid health insurance benefits, reduce incentives to work, particularly when attempts to work themselves reduce eligibility for such entitlements.
  Significant barriers to employment remain in federal government programs.  Prominent among these barriers have been economic disincentives reflected in the Social Security Disability Insurance (SSDI) and Supplemental Social Security (SSI) programs, manifested by a lack of health insurance among the working disabled.
  

Specifically, full cash benefits under SSI and SSDI are only available to individuals who cannot engage in “substantial gainful activity.”
  The monetary standard for substantial gainful activity clearly affects the labor market behavior of some recipients.  This was shown when the monthly standard for SSDI was raised from $500 to $700 in July 1999, and there was a corresponding upward shift in the distribution of earnings among employed SSDI recipients.
  The labor supply effects of disability income also have been illustrated by Stapleton and Tucker, who found that a number of employed SSI participants adjusted their earnings in response to changes in the income threshold in a work incentive program (although there were no changes in employment status among the majority of SSI recipients who were not employed).
 


Kaye notes that the reported decline in the employment rates of persons with disabilities after passage of the ADA is mitigated when one considers the effect of the early 1990s economic recession and the coinciding rise in working-age adults applying for and receiving federal disability benefits such as SSDI and SSI.
  Burkhauser et al. note substantial increases in SSDI and SSI program participation, particularly for men during the 1990s.
  Since the early 1990s, there has been an increase in SSI payments to young persons and to those with mental disabilities.

The importance of disability income in employment trends for people reporting work disabilities is also shown by evidence from Bound and Waidmann that “suggest that changes in the availability of [disability income] . . . were central for explaining the growth in the fraction of disabled men and women on [disability income] and out of work.”
  

Autor and Duggan likewise find that the increase in disability income played a strong role in U.S. labor markets in the 1990s, lowering the unemployment rate by as much as two-thirds of a percentage point, as new recipients stopped looking for work and withdrew from the labor market.
  Krueger and Meyer discuss this and other evidence regarding the effects of social insurance programs, finding that Workers’ Compensation and Unemployment Insurance have strong effects on time spent out of work, while SSDI appears to have smaller effects that are not as well-established.
  

In sum, disability income and access to health care coverage are important factors in the labor supply decisions of people with disabilities, and need to be taken into account in any research examining disability and employment.  

F.
Policy Changes
Recent national policy initiatives are aimed at diminishing barriers to work for disabled persons who want to work and are capable of working.
  The Ticket to Work and Work Incentives Improvement Act (TWWIIA) of 1999 expands the availability of health care coverage for individuals with disabilities.
  States may allow disabled people with specified incomes over the poverty level to “buy into” Medicaid health insurance programs if they are otherwise eligible for SSI.  Medicaid premiums then are determined on a sliding scale.  TWWIIA also extends Medicare coverage for people returning to work from SSDI, thus attempting to stimulate beneficiaries to return to work (e.g., after being injured on the job) without risking the loss of health insurance coverage.

In addition to offering expanded health insurance options, TWWIIA and the Workforce Investment Act (WIA) of 1998
 eliminate other work disincentives that have historically limited employment options for disabled persons (such as deferral of medical reviews for those who return to work, expedited reinstatement of benefits for those who cannot continue to be employed, increased access to information on work incentives, and demonstration projects on the role of earnings offsets in disability benefits).  WIA establishes “one stop” employment and job training centers to provide accessible services to individuals with differing disabilities.

Examination of the impact of TWWIIA and WIA in conjunction with the ADA will better inform policymakers as to the extent to which qualified individuals are entering the labor market or actively seeking work for pay.  The incorporation into analyses of those actively seeking work for pay will allow assessment of whether these policy changes influence the number of individuals choosing federal assistance over work.
  

V.
Conclusion

Researchers calibrating the impact of the ADA’s employment provisions face numerous challenges.  Three are particularly prominent:

(1) It is important to use operational definitions or measures of disability that do not deviate substantially from the ADA’s definition of disability and of ADA-qualified individuals. 

(2) One must take into account the fact that within the group of ADA-qualified individuals, the effects of impairments are not homogenous, and disability status varies with jobs, the use of mitigating measures, and the degree to which accommodations are required or provided. 

(3) One must also recognize that persons with mild impairments self-report themselves as “disabled,” yet are not covered by the ADA’s provisions, while many persons with severe functional limitations may not perceive themselves to be disabled for purposes of the ADA or otherwise.

In the absence of analyses addressing these issues, existing research provides little basis on which policymakers can make informed decisions regarding how the ADA has impacted ADA-qualified individuals.  Moreover, to make such informed decisions, policymakers must concern themselves not only with the validity of existing and future studies, but also with the limitations of the theoretical models on which those studies are based.

Economic theory’s predictions regarding the effects of the ADA on ADA-qualified individuals’ employment and wages are based on the view that the market operates to transfer at least some of the employer’s costs onto disabled individuals (i.e., through lower employment or wage levels).  However, those models fail to consider that a disabled person who chooses not to enter the labor market receives a form of transfer payment from taxpayers.  

The question is whether, from a social perspective, it is more efficient for employers to incur the accommodation cost, so that the disabled individual can work for pay, or for taxpayers to support this individual.  The answer depends on the wage rate, the accommodation cost, the size of the transfer payment, and the value of output produced by the individual.  A rational policymaker will support the enforcement of employer accommodation when the total social benefit (the reduction in transfer payment plus the increase in output) exceeds the total social cost (the wage rate plus the accommodation cost).

In addition, macroeconomic incentives in federal and state tax policy for the provision of workplace accommodations to enhance the employment of qualified disabled individuals need to be addressed.
  Tax policy is a crucial yet understudied strategy for facilitating workplace accommodations.  Tax credits, deductions, and other treatments currently influence employer behavior in connection with the costs they incur in the conduct of their activities.  

At federal and state levels, tax policy encourages the accommodation of workers with disabilities.  Section 190 of the Federal Tax Code provides a deduction for costs associated with making facilities accessible and usable by a person with a disability.
  In 1990, Congress approved the Disabled Access Credit, which establishes a 50% credit for the first $10,000 (over a $250 threshold) of expenses incurred each year by a small business to comply with the ADA.
  Relevant eligible access expenditures include removing communication or physical barriers for an employee with a disability, providing qualified interpreters and readers, and modifying assistive technology.  Despite this activity, there are no studies to date assessing whether tax policies are effective, from employer or employee perspectives, in accomplishing their intended purposes.

This Article identifies some of the changes in the economy and some of the economic, social, and policy incentives and disincentives that help explain employment trends among people with disabilities (both those who are covered by the ADA and those who are not).  We are just beginning to explore the question of whether individuals who report a work disability or functional limitation continue to experience lower employment levels since the ADA was passed.  We need to assess who those individuals are, and why they are or are not employed, before informed decisions about the calibration of the ADA can be made.
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