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ABSTRACT

The Disability Discrimination Act in the UK:
Helping or Hindering Employment Amongst the Disabled?

The enactment of the Americans with Disabilities Act (ADA) in 1990 triggered a substantial
academic debate about its consequences on employment rates of disabled people. In
contrast, the employment provision of the 1996 Disability Discrimination Act (DDA) in Britain
has received little attention. This paper provides robust evidence that, similar to the ADA in
the US, the DDA has had no impact on the employment rate of disabled people or possibly
worsened it. Possible reasons for this are low take-up of financial support, low levels of
general awareness about the Act among disabled people and employers, and limited
knowledge about the true costs of required adjustments.
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Introduction

In 1995 the UK Government passed the Disability Discrimination Act (DDA). Its
intention was to end discrimination against disabled people. It aims to protect people
in the areas of employment, access to goods, facilities and services, the management,
buying or renting of land or property and education. Under Part II of the Act, which
came into force in December 1996, it is unlawful for employers covered by the Act to
discriminate against disabled employees. Similar to the Americans with Disabilities
Act (ADA) which was introduced in 1990, the employment provision of the DDA
aims to overcome barriers to employment for disabled people. It was hoped that the
extended rights under the DDA would significantly increase the chances of disabled
people to obtain and remain in employment. Critics on the other hand point out that
additional costs imposed by the legislation (hiring and firing) lower employment
rather than raise it. Thus far, the impact of the Act on employment has not been
studied thoroughly.

The theoretical impact of anti-discrimination legislation is ambiguous. By giving
them additional rights, disabled people are more likely to supply labor. But higher
expected costs may dissuade employers from hiring disabled employees. In the
absence of efficient enforcement mechanisms, employers will seek to avoid such extra
costs. Such enforcement can either be formal (through tribunals and courts) or

informal (name and shame).

The ADA has sparked a large body of economic studies on its effects. DeLeire (2000,
2003) claims that it decreased employment rates for disabled men on average by 7.2
percent compared to the pre ADA period. Yet, there has been no change to male

wages post legislation. Acemoglu and Angrist (2001) find a strong decline in hours



worked shortly after the introduction of the ADA for men of all working ages and
women under 40. Only part of this can be explained by an increase in disability
related income transfers. Furthermore, consistent with the ADA, measured effects are
larger in medium-sized firms possibly because small firms were exempt. Finally, Jolls
and Prescott (2004) disaggregate the different effects of the ADA and show that
accommodation costs for disabled people account for much of the decline in
employment rates. However, ADA effects across states suggest that declining
employment rates for disabled people after the immediate post ADA period reflect
factors other than the ADA itself.

Results in these studies are not without controversy. Disability measures based on
self-reported work limiting health problems may suffer from several shortcomings
(Kruse and Schur 2003). If for example people with disabilities get access to better
jobs they might no longer declare themselves as having a work limiting disability.
Furthermore, a substantial proportion of those reporting a work disability may not be
covered by the ADA disability definition. Finally, empowering disabled people with
more rights may remove the stigma attached to bad health and therefore increase
willingness to report disabilities. Each of these issues will impact on the measure of
the employment rate of disabled people. Nevertheless, Burkhauser, Daly , Houtenville

and Nargis (2002) argue that

Employment Provisions of Discrimination Legislation in the UK

The Disability Discrimination Act 1995 brought in measures to prevent discrimination
against disabled people. It defines a disabled person as a person with a physical or
mental impairment which has a substantial and long-term adverse effect on his/her

ability to carry out normal day-to-day activities. Part II of the DDA which came into



force in December 1996 is based on the principle that disabled people should not be
discriminated against in employment or when seeking employment. Under the Act
employers may have to make reasonable adjustments if their employment
arrangements or premises place disabled people at a substantial disadvantage
compared with non-disabled people. This includes the provision of auxiliary aids or
services. However, there has been no anticipatory duty to make these adjustments
under the legislation. The Act originally covered employers with more than 15
employees. Since October 2004 this exemption has been removed and all employers
regardless of their size are covered.

The Act therefore imposes prospective additional costs on employers. First, hiring and
firing of disabled people may be more expensive through the potential threat of
lawsuits. Second, employing a disabled person may require alterations to the physical
features of the workplace. Furthermore, it may be efficient for firms and employees to
share investments in human capital (DeLeire 2000). This however, is no longer
possible under the DDA. On the other hand the Act reduces barriers to employment
and opportunity costs for disabled people which may increase their labour supply.
Hence, whether anti discrimination legislation increases or hampers the labour market
participation of disabled people is foremost an empirical question.

It is important to note that the DDA is not the sole policy instrument aimed at
increasing the employability of disabled people. In 1994 a scheme called Access to
Work (AtW) brought together various older disability programmes. Access to Work
aims to assist disabled people who are in paid employment or with a job to start by
providing practical support and helping to meet unreasonable additional costs
associated with overcoming work-related obstacles resulting from disability. This may

encompass adaptations to premises and equipment, employment of support workers,



special aids and equipment, or communication support at job interviews. Access to
work, however, is not pro-active and a disabled person needs to have an employer in
order to be eligible for help. There have been several changes to the programme over
the years including different cost sharing arrangements between government and
employer (Thornton et al. 2001). The UK Government has also introduced further
measures to increase the incentives of disabled people to become employed. These
include the Disabled Person’s Tax Credit and the New Deal for Disabled People
(NDDP). Both are meant to increase incentives for disabled people to seek
employment by providing tax relieve and tailored advise.

Finally, the Department for Work and Pensions has a performance target to
statistically significantly increase the employment rate of disabled people and reduce
the difference between their employment rate and the overall employment rate by

2007 as part of its Public Service Agreement with the Treasury.

Data and Definition of Disability

The main analysis in this paper is based on data from the British Household Panel
Study (BHPS) for the first 12 waves (1991-2002). Each year over 5,000 households
consisting of roughly 10,000 individuals have been interviewed. The BHPS offers a
wide range of variables and is nationally representative. For the purpose of our
analysis only individuals who are aged 16 to 64 (59 for women), not working for the
armed forces or in self-employment and residing in England have been included.
Labour market participation is defined by whether an individual has done paid work
in the week prior to the interview or has not done paid work but has had a job from

which they were absent.



To test the robustness of our results, we repeat the analysis with data from the Family
Resources Survey (FRS) for 1994/94 to 2002/03. The FRS is a continuous cross-
sectional survey with an annual target sample size of 24,000 private households
(25,000 prior to April 1997). Its advantage is its much larger sample size compared to
the BHPS. Unfortunately, this larger size has to be traded off against a more restricted
set of controls. The sample has been restricted in a similar fashion to the BHPS to
maximise comparability between the results.'

Clearly, any meaningful evaluation of the DDA and its impact on employment rates
of disabled people requires a measure of disability which complies with the disability
definition in the legislation. Unfortunately, such a measure does not exist in any
available survey that would allow a comparison of pre- and post DDA employment
effects. The Labour Force Survey (LFS) and the FRS have recently introduced a DDA
disability question. However, while these question are likely to cover currently DDA
disabled, they will not capture former DDA disabled which also come within the
ambit of the Act. Hence, these questions do not guarantee full coverage of those
affected by the legislation. Furthermore, the order of the disability questions in the
LFS has changed since 1997 which makes it difficult to compare pre- and post effects.

The BHPS has two broad disability questions:

Does your health limit the type of work or the amount of work you can do?
and
Does your health in any way limit your daily activities compared to most

people of your age?

! Differences mainly occur in terms of education. This has been proxied using the full-time education leaving age
which is available for all waves. More recently more detailed education variables have been added to the FRS. The
survey also does not distinguish between individuals who have not done paid work during the week prior to the
interview.



where the first is usually referred to as work limiting disability (WLD) and the second
identifies limitations in day-to-day activities (DALD). The former is the sort of
question that has been used in studies of the ADA. The latter is closer to the DDA
definition except that it does not establish whether the disability is longstanding. Both
questions have been asked in all waves other than wave nine. For some analysis in the
paper a proxy variable has been derived for 1999. 7

In the FRS, there are two additional disability questions, namely a longstanding

illness (LSI) and a limiting longstanding illness question (LLSI). These questions are:

Do you have any long-standing physical or mental illness, health problem or
disability? By long-standing I mean anything that has troubled you over a
period of time or that is likely to affect you over a period of time? Please

include problems that are due to old age.

and if so, a follow-up question it put to the individual to determine whether the health

problem is limiting

Does this physical or mental illness or disability (Do any of these physical or

mental illnesses or disabilities) limit your activities in any way?

Hence, the LLSI is a sub-group of LSI individuals. Note that the latter does not

specify the activities and the reference group as the DALD does.

% The proxy variable has been derived in the following manner to be able to use all 11 waves. If individuals are
answering “yes” to “Does your health in any way limit your daily activities compared to most people of your age?”
in the preceding and succeeding year (wave 8 or 10) it is assumed that they are also disabled in wave 9. Similarly,
if they answer “no” in wave 8 and 10, it is assumed they would do so in wave 9 as well. In all other cases where
answers differ in wave § and 10, if the answer is “yes” to the related wave 9 specific question “Being limited in the
kind of work or other activities?” individuals are assumed to be disabled.



One advantage of surveys such as the LFS and FRS is that they not only have a DDA
but also a work limiting disability question which makes it possible to establish the
overlap between the two. There is conclusive evidence that work limiting and DDA
disability in the LFS overlap by more than 93 percent (DWP 2004). Our analysis
reveals that the WLD and DALD in the BHPS overlap by more than 94 percent in the
period 1991 to 2002. Thus given that the LFS and BHPS questions are very similar,
there is good reason to believe that by using the BHPS variable a very good, but not
perfect, coverage of the DDA population can be achieved. The same applies to the

two FRS questions.

Hence, in the following analysis, four different measures of disability are used,
namely WLD, DALD, LSI, and LLSI. Given the nature of the questions asked in the
two surveys, our analyses is much more likely to capture the relevant population

covered by disability legislation compared to U.S. studies.

Analysis and Results

Anti discrimination legislation may affect the number of disabled people in various
ways. On the one hand the willingness of declaring a health problem might have
increased due to the extension of rights and public awareness. On the other hand if the
Act meets its objective and strengthens the employability of disabled people fewer
might declare themselves as being disabled ones they have obtained jobs (Kruse and
Schur 2003). Hence, the net effect on self-reported disability in the aftermath of the
DDA is a-priori ambiguous.

Figure 1 depicts the four disability measures from 1991 to 2002 for England. On

average the prevalence of disability in the working age population ranges from 10



(DALD) to 25 percent (LSI). While DALD, WLD, and LLSI have evolved similarly
over time (with the somewhat puzzling exception of 1996), the LSI has increased
from 1994/95 to 1998/99 and since then has fluctuated substantially. This may be due
to the cross-sectional nature of the FRS and to changes in the interpretation of what is

a somewhat ambiguous question in that it does not specify the relevant time periods..

< Figure 1 about here>

It appears therefore that in the post DDA period, the percentage of disabled among the
working population has been flat or falling for WLD, DALD, and LSSI while the LSI
has risen. In the immediate post-enactment period the WLD has stayed flat, DALD
and LLSI have slightly increased and LSI has continued its upward trend.” Whether
any of these changes results from the introduction of the Act cannot be determined
from a simple examination of these trends. It might, for example, be possible that the
increase in the pre DDA period has been anticipatory and in 1997/98 reached its
“equilibrium” level. It might however also be the case that the increase is due to a
genuine increase in the number of disabled people in the population and not linked to
the legislation at all. In general, it seems safe to conclude from Figure 1 that there is
no obvious break in the any of the series shortly after the introduction of the DDA
which would indicate a significant behavioural change in self-reported disability.
Figure 2 reports relative employment rates of disabled people in England over time.
Clearly, there is some degree of variation depending on the disability measure. In the
early 1990’°s only the WLD and DALD are available. Both start on a relative high

level, falling thereafter and increasing again in more recent years. However, there was

? The dip and successive increase in the LLSI between 1995 and 1997 seems rather sample driven given that none
of the other indicators decreases in 1996.



also a distinct peak just before the introduction of the DDA in 1996 followed by a
sharp drop in employment rates in the immediate post DDA year. This is particularly
pronounced for the WLD measure. Interestingly, people who report work disabilities
have a systematically higher employment rate compared to people reporting
limitations to daily activities. General unemployment rates have been falling since
1993 and since 1996 the UK economy has experienced even lower unemployment
rates and stable or gradually falling inflation. Hence the DDA was introduced in a
very favourable macro economic environment with strong growth in overall
employment rates.

Employment rates of the disabled as measured by the FRS are distinctly different.
While both LSI and LSSI follow roughly the same trend over time, the gap between
the two measures is about 20 percent. Similar to the BHPS, the relative employment
rates of LSI and LSSI have risen since 1995, though the rate of increase slows after
1996. Hence, while the WLD and DALD show a decline in the immediate post-DDA

period, the LSI and LSSI merely level off.

<Figure 2 about here>

In the American literature Kruse and Schur (2003) find that more people reported
work disabilities following the introduction of the ADA. They also show that disabled
workers are more exposed to labour market downturns, the LIFO (last in, first out)
procedure. Conversely, their employment rates may grow relatively quickly during
upturns. It is therefore by no means clear that any of the observed trends in our data

are linked to the introduction of the DDA.



Going beyond examination of trends in the data, we now describe a more
sophisticated examination of the factors influencing the probability of employment
among disabled people in England. The theoretical justification for our model stems
from the Acemoglou and Angrist (2001) argument that the general equilibrium effects
of disability legislation on the employment rates of the disabled are ambiguous.
Employers’ hiring decisions will be influenced not only by the supply price of
disabled labour, which may be affected by disability legislation, and also by hiring
and termination costs, which depend on, for example, the willingness of the disabled
to sue if they are not hired and on the additional costs of providing accommodation
and assistance to the disabled. We apply a difference-in-difference analysis to model
the probability of employment among disabled people using individual data from both

the BHPS and the FRS. Our reduced-form specification is:

p,=0'x,+aD.+yD +¢, (1)

where x; is a vector of individual characteristics of individual i (age, gender, children,
house ownership, household size, education, marital status and region) and D; is a
dummy variable measuring disability status. The coefficients on the characteristics are
given by the vector 6, while a measures the disability main effect and y is a vector of
time-varying disability effects, which captures the difference-in-difference effects.
Table 1 and Table 2 report summary statistics for the overall samples as well as the
four self-identified disability groups. As mentioned previously, within the BHPS
sample, differences between the two disability measures are negligible. In contract,
the distributions of the two FRS disability measures are substantially different. In

general disabled people are older, less well educated (leave education younger), more



likely to be married, less likely to own property and to have children and live

generally in smaller households.

< Table 1 about here>

< Table 2 about here>

The DDA was passed in 1995 and came into power in December 1996. The post DDA
period is therefore defined from 1997 onwards given that BHPS interviews take place
between September and April and FRS interviews are carried out between April and
March of the following year. Since neither the WLD nor the DALD question were
asked in 1999, the post-DDA period is 1997 to 1998 for the WLD and either 1997 to
1998 or 1997 to 2002 for the DALD, depending on whether the 1999 proxy disability
variable is used. In contrast, the FRS is available for the full period between 1994/95-
2002/03.

Table 3 reports predicted changes in employment based on pooled probit estimations
using variants of Equation (1). Six models have been estimated using DALD as
disability variable. Model (1) only includes a disability dummy, a post DDA dummy
and the difference-in-difference variable. This specification suggests that the
employment rate of disabled people has fallen on average by a statistically significant
4 percent in post-DDA years 1997 and 1998. The effect does not change when
regional effects are included in the specification. Including the remaining individual
characteristics such as age, gender, children, house ownership, household size,
education, and marital status reduces the predicted probability of change in

employment by one percentage point as well as lowering its significance level.



<Table 3 about here >

Models (4) to (6) replace the single difference-in-difference post-DDA measure with
year indicator variables which and permit the results to be expressed as changes
relative to 1996, the year in which the DDA came into operation. While for post DDA
years the change in employment is negative, none of these effects is statistically
significant. Further, and similar to the US findings (DeLeire 2000, Acemoglu and
Angrist 2001) the main effect of disability on employment probabilities is strongly
negative in all models.

The negative change in employment is even larger when the WLD measure is used.
Table 4 again reports changes in employment for six different model specifications.
The post DDA variable indicates a drop in employment by up to 14 percent and is
highly significant. In contrast to Table 3, replacing the post DDA period variable with
year indicators yields significantly negative results; and particularly so for 1998
where the employment rate of disabled people is reduced by up to 5 percent compared

to 1996.

< Table 4 about here >

As described above, neither disability question was asked in the 1999 BHPS.
However, using related questions, a proxy for the DALD variable can be constructed.
Thus Table 5 reports results similar to Table 3 for the longer period 1991 to 2002.
Clearly, there is not much difference between the results in Table 3 and those in Table
5. Thus, difference-in-difference analysis suggests a 2 to 3 percent fall in the

probability of employment in the post-DDA period, while the aggregate trends merely



show that employment rates of disabled people in the years since the enactment of the

legislation have levelled off.

< Table 5 about here >

Note that the main results do not change when using a balanced rather than
unbalanced panel.* Furthermore, given the differences in unconditional relative
employment rates (Figure 1), the FRS sample has been used to check the robustness
of the BHPS results. Table 6 and Table 7 report the estimation results for the LSI and
LLSI respectively based on the same model specifications as in Table 3 to Table 5.
Regardless of the model, the introduction of the DDA has neither increased nor
decreased the relative employment rate of LSI and LLSI disabled people. This also

holds when year indicator variables are included in models (4) to (6).

<Table 8 to Table 10 about here>

A common criticism as discussed above is that self-reported disability may be
endogenous, and in particular, partly determined by employment status. It has often
been argued that people are less likely to report being disabled once they are
employed. Table 8§ reports a transition matrix for DALD and employment status for
the overall sample.” Around 7.5 percent of individuals describing themselves as
disabled in one year are employed in the following year. Of these almost 52% also

change disability status. It is not possible from this information to assess whether

* Results for the balanced panel are not reported but can be requested from the authors.

> The DALD definition has been chosen rather than WLD because the former is said to be less prone to
sudden switches of disability status following changes in the employment circumstances. Yet, we find
very little difference between the two definitions with regard to status switches.



there is any causal link nor whether the employment status change precedes the
change in disability status. However, it has been argued that these switches may
artificially deflate the employment rate of disabled people in the type of stock analysis
undertaken above. If the introduction of the DDA has led to an additional
disproportional increase in these switches, this may then explain the observed
decrease in employment rates. Table 9 to Table 10 report the same transition matrix
for the pre- and post-DDA period. In fact, there was a slight, and probably
insignificant, decrease in the proportion of switchers who subsequently describe them
selves as not disabled once they have entered employment. This suggests that there is
no evidence of an increase in the proportion of disability status switches that coincide
with moves into employment in the post-DDA phase. While this is merely a
descriptive exercise it nevertheless suggests that the decline in observed employment
rates is unlikely to be driven by switches.’

In general, changes in disability status seem to be more likely the less severe the
disability, i.e. the lower are the adjustment costs for employers. Kruse and Schur
(2003) have argued that more people reported work related disabilities following the
introduction of the ADA. Figure 1 seems to suggest that this has also been the case
post DDA. Hence, it is somewhat surprising that the number of switchers has stayed
constant or even declined and it may be seen as an indication of a rise in the incidence

of severe disabilities.

Implications and Conclusions
There is some evidence that employment rates of disabled people have fallen in the

aftermath of the enactment of the Americans with Disabilities Act (ADA) in 1990.

8 Further robustness checks have been done by moving the cut-off point for pre- and post-DDA period,
however, the main results do not change significantly.



Over a decade down the track, it is still not beyond doubt what has been causing this
decrease. However, recent evidence seems to show a causal link between the ADA
and the fall in employment. It has been suggested that most of this decline has been
due to worksite accommodation costs imposed on employers when employing
disabled people. It seems therefore that the US has not satisfactorily resolved the
problem of how to pay for adjustment costs. Though firms can cover extra costs
through a tax credit system, this may not be effective if fully offsetting ongoing
accommodation and assistance costs.

In contrast, in the UK the Access to Work scheme (AtW) allows employers to recover
parts or the full amount of unreasonable adjustment costs for a maximum period of
three years. This limit may be extended, depending on individual circumstances.
Hence, one would expect expenses for adjustments to play a smaller role in reducing
the employment of disabled people. Nevertheless, evidence in this paper suggests that
the DDA resulted in a decline or, in the best case, in a levelling off in employment
rates of disabled people in the immediate post-DDA period. This trend may have
reversed in 2002 and comes despite the fact that general awareness of the legislation
among employers is still low (DWP, 2004).

One explanation may be the low take-up of AtW. Between 1994/95 and 2003/04 it
increased from around 7,000 to 24,500 — a tiny proportion of the 6.9 million working
age DDA disabled in Britain. At the same time employment tribunal cases have
increased since 1996 from 17 to over 2,300 in 2000. Most of these cases were made in
relation to dismissals and only a very small fraction concerned recruitment issues
(DWP, 2002). This seems to suggest that costs of employment termination may be

high as a consequence of the DDA with an average award for pecuniary losses of



£9,841 in 2000. It also serves as an — though imperfect — indication that the legislation
may mainly be enforced when employment is terminated.

On the other hand, there is also evidence that employed disabled people are more
likely to be aware of their rights compared with non-employed. This may explain the
imbalance between recruitment and dismissal cases as the first to exercise their rights
were those who were actually employed when the DDA was passed. It also seems
reasonable to assume that enforcement of the Act is to a certain degree easier in cases
of unfair dismissal when a well-established working relationship comes to an end
compared to decisions around recruitment which require a comparison of the various
candidates and a definitive assessment of their suitability for the particular job which
is often taken under a veil of ignorance and uncertainty.

Government in-house research has shown that employers who adjust often find that
the actual costs are low. This has led to the suggestion that it is not actual costs but
perceived costs that matter. Yet, there is no conclusive evidence as yet whether this is
mainly a selection effect or reflects genuine misperception among employers.
Adverse effects of anti discrimination legislation which imposes additional costs on
employers will always trigger a certain degree of avoidance. However, avoidance is
also a direct consequence of a lack of enforcement and supportive policies. In Britain,
policies are in place and have been for some time even before the DDA was
introduced which support the employment of disabled people. However, take-up and
awareness seem to be low. Secondly, enforcement of legislation is only as effective as
the specific awareness among involved parties about their rights and duties. Nearly a

decade after the Act was passed this still seems to be very low.
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Appendix

Figures and Tables

Figure 1: Percentage of disabled working age population in England, BHPS 1991-2002, FRS 1994/95-
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Figure 2: Relative employment rates for two disability measures in England, BHPS 1991-2002, FRS
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Table 8: Disability and Employment Transitions overall (BHPS), percentage

Time t

Time t-1

Unemployed [Unemployed [Employed [Employed

Disabled Non-disabled |Disabled [Non-disabled
Unemployed
Disabled 75.89 6.36 9.77 0.52
Unemployed
Non-disabled 16.63 67.42 5.03 5.90
Employed
Disabled 3.60 0.96 43.4 3.19
Employed
Non-disabled 3.88 25.27 41.79 90.39

Note: Based on a pooled sample from the BHPS where consecutive observations were
available. Unconditional probabilities.

Table 9: Disability and Employment Transitions prior DDA (BHPS), percentage

Time t

Time t-1

Unemployed [Unemployed |Employed [Employed

Disabled Non-disabled |Disabled [Non-disabled
Unemployed
Disabled 72.44 6.80 10.42 0.60
Unemployed
Non-disabled 20.19 68.5 5.99 6.60
Employed
Disabled 3,00 0.77 39.53 3.08
Employed
Non-disabled 4.37 23.92 44.07 89.72

Note: Based on a pooled sample from the BHPS where consecutive observations were
available. Unconditional probabilities.

Table 10: Disability and Employment Transitions post DDA (BHPS), percentage

Time t

Time t-1
Unemployed [Unemployed |Employed [Employed
Disabled Non-disabled |Disabled [Non-disabled
Unemployed
Disabled 78.92 5.93 9.27 0.42
Unemployed
Non-disabled 13.68 66.82 4.36 5.25
Employed
Disabled 3.81 1.07 47.66 3.18
Employed
Non-disabled 3.59 26.18 38.71 91.15

Note: Based on a pooled sample from the BHPS where consecutive observations were
available. Unconditional probabilities.
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