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Abstract
This paper examines the relationship between disability and labour market outcomes, and

between disability and dependence on welfare in Australia in recent years. It contains three
components. The first component (Section 4) uses the public-access unit record files from the
ABS Survey of Disability, Ageing and Carers conducted in 1998 (SDAC98) to describe the
incidence and composition of disability in 1998 and to present descriptive statistics on the
relationship between disability and labour market and welfare outcomes in 1998. In the second
component (Section 5), regression analysis is employed to examine the relationship between
disability and labour market outcomes and welfare dependence in 1998, also using the SDAC98.
The third component (Section 6) examines trends over time in these relationships using
descriptive statistics drawn from the SDAC9S, the unit record files of the 1993 ABS Survey of
Disability, Ageing and Carers (SDAC93) and Commonwealth Department of Family and
Community Services (FaCS) administrative data for the period 1980-2000.



1. Introduction

Depending on the definition of disability employed, persons with disabilities currently comprise
up to 20 percent of the Australian population, and this proportion has been growing in recent
decades. Understanding the relationship between disability, labour market outcomes and welfare
dependence is therefore very important to policy makers and the community more generally,
since the labour market activity of the disabled will have profound implications for both the

operation of the labour market and demands placed on welfare programs.

This paper explores the relationship between disability and labour market outcomes, and
between disability and welfare dependence. To some extent, the former relationship is of interest
because of its implications for the latter: non-participation in the labour market is often
associated with take up of welfare benefits. However, the relationship is not exact, and the two
issues are of independent interest to policy-makers. Understanding these relationships is critical
to the design of government policies with respect to promoting successful labour market
participation, reducing welfare dependence and generally advancing the welfare of persons with
disabilities. The paper is intended to be exploratory in nature, and is therefore likely to be

particularly valuable for establishing the issues requiring further research.

The paper has three components, the first two of which examine disability, labour market
outcomes and welfare dependence in 1998, which is the most recent year for which suitable unit
record data is available. The first component presents descriptive statistics on the relationship
between disability and labour market and welfare outcomes. In the second component, formal
models of the relationship between disability and labour market outcomes and welfare
dependence are estimated. The third component attempts to explore trends over time in these
relationships by drawing on 1993 unit record data as well as administrative data on Disability
Support Pension (DSP) recipients over the period 1980 to 2000. 1993 and 1998 are the only
years for which comparable unit record data exist, and in fact, even for these data sets, it is
difficult to obtain comparable estimates. Consequently, this section is less detailed than the

cross-sectional analysis undertaken for 1998.

The implications of disability for labour market outcomes are likely to depend on interactions
with other factors, including social circumstances, economic conditions and an individual’s age,
sex, intelligence and psychological disposition. For example, the onset of a physical impairment
is likely to be more detrimental to a person employed in a manual occupation than an office
worker. It is also true that the likelihood of onset of disability, and its nature and severity, are

themselves likely to depend on the circumstances of the individual. Continuing the preceding
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example, persons working in manual occupations are more likely to suffer onset of physical
impairments than office workers. Consequently, based on this potential for the incidence, nature
and severity of disability, and its effects on outcomes, to systematically depend on “contextual”

factors, throughout this paper the attempt is made to explore these inter-relationships.

The plan of the paper is as follows. Section 2 briefly surveys previous research in the area, while
Section 3 discusses the data and the approach taken in this paper to defining and classifying
disability. Section 4 contains the results of the first component of the analysis undertaken,
presenting descriptive statistics on the relationship between disability and labour market and
welfare receipt outcomes in 1998. Section 5 presents the methods and results for the estimated
models of labour market and welfare outcomes in 1998. The third component, examining trends

over time, is presented in Section 6. Section 7 concludes.
Key findings include:

e Consistent with intuition, disability is found to be associated with both significant
disadvantage in the labour market and higher rates of welfare dependence. For example,
controlling for other personal characteristics, the presence of a disability decreases the
probability of employment by 0.29 for males and by 0.23 for females. All performance

dimensions are worse the more severe is the disability.

e As might be expected, persons with multiple impairments have the lowest employment rates,
income and hours of work and the highest rates of welfare dependence. Multiple impairments
primarily comprise the “mental” and “mobility” impairment types combination. With mental
impairments also associated with the next-worst outcomes, it is clear that such impairments
are particularly detrimental to performance. By contrast, persons with “sensory” impairments

do not appear to be greatly disadvantaged.

e The adverse effects of disability are greater for older age groups. Given that the incidence of
disability is also higher for older persons, the implication is that disability is an extremely

important factor in the mature-age labour market.

e Mature-age disability onset (after 44 years of age) is also associated with relatively worse
labour market outcomes and higher welfare dependence, even after controlling for severity,
impairment type and other characteristics. The implication is that younger disabled persons
are better able to adapt to disability than are persons who become disabled later in life. It is
also found that those who completed their education after onset of the disability do better

than those who completed before onset.



e Employed disabled persons differ significantly from non-employed disabled persons in both
demographic characteristics and disability characteristics. Especially significant is that the
employed are on average younger and less likely to have had disability onset after age 45.
Together, these findings reinforce the view that there is important connection between

ageing, mature-age onset of disability and barriers to employment.

e Among those who are employed, the presence of a disability is associated with a 2-hour

reduction in weekly hours of work.

e Although there do not appear to have been large changes in labour market outcomes and
welfare dependence of the disabled between 1993 and 1998, an important implication of the
large increase in reported disability over the period is that there has been a large increase in

non-participation in the labour force and in welfare dependence associated with disability.

e Relative to other severity levels and impairment types, the adverse consequences for
obtaining employment of profound and severe disability and multiple impairment types

became greater in 1998 than was the case in 1993.

e Rates of Disability Support Pension (DSP) receipt grew substantially between 1980 and
2000, particularly for females over the 1990s. However, a substantial component of the
growth in female DSP receipt over the 1990s was due to switching from other payment

types, rather than an increase in welfare dependency among disabled females.

e The male DSP-recipient population has been getting younger in recent years.

2. Previous literature

2.1. International research

The international literature on the labour market outcomes and welfare receipt of persons with
disabilities has primarily focused on two main issues: the labour supply behaviour of persons
with disabilities, and in particular how this is affected by transfer (welfare) programs; and the

extent of labour market disadvantage or discrimination experienced by persons with disabilities.

In the first category are studies by Bound and Waidmann (1992, 2000), Harkness (1993),
Stapleton et al (1995), Rupp and Stapleton (1995, 1998), Gruber and Kubik (1997), Bound and
Burkhauser (1999), Gruber (2000), Buddelmeyer (2001) and Autor and Duggan (2001). Among
the findings of theses studies is the significant negative effect of disability benefits on labour
supply behaviour (Bound and Waidmann (1992), Harkness (1993) and Autor and Duggan (2001)

using US data, and Gruber (2000) using Canadian data) and that growth in disability benefit
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receipt in the US in recent decades is a significant source of the decline in employment rates
among the disabled (Bound and Waidmann (2000)). Autor and Duggan (2001) further find that a
rising earnings replacement rate for low wage workers has been an important factor in the
growth in the rate of disability insurance receipt in the US between 1984 and 2000. The studies
by Stapleton et al (1995) and Rupp and Stapleton (1995, 1998) also focus on the determinants of
receipt of disability benefits, identifying downturns in the business cycle as important for
creating a “ratchet-like” effect on receipt: each downturn is associated with new inflows, but

upturns do not result in corresponding outflows.

The second primary area of the international research, examining the effects of disability on
outcomes, more closely aligns with the focus of this paper. This includes Stern (1989), Baldwin
et al (1994), Baldwin and Johnson (1994) and Hum and Simpson (1996). Baldwin et al (1994)
estimate a model of the relationship between functional impairments, work disability,
employment participation and wage offers using 1984 US data and use the model to compare the
wage penalty associated with each impairment for males and females. Baldwin and Johnson
(1994) use a study by Tringo (1970) to classify disabilities into those likely to be subject to
discrimination (“handicapped’) and those not likely to be (“disabled’). The authors then interpret
differences in outcomes between the disabled and the handicapped (after controlling for

differences in human capital and health) as being the result of discrimination.

Hum and Simpson (1996) investigate the effect of disability on labour market activity in Canada
using 1989 data. They find lower average levels of labour force participation, hours worked and
earnings for those reporting a disability. They also classify disabilities in two ways to further
examine the relationship between disability type and labour market outcomes. First, disability is
classified by the type of impairment (mobility, sensory, mental or multiple impairment types).
Disability is then also classified into one of three severity levels: mild, moderate and severe.
They find sensory disabilities are not associated with any labour market disadvantage compared
to the non-disabled — indeed, average earnings, hours worked and wages exceed those of the
non-disabled. The other three disability types are however associated with significantly lower
average values of all three outcomes. As might be expected, outcomes are strongly ordered by

severity.

Hum and Simpson also use a disability severity score as an explanatory variable in an (annual)
earnings equation and in an (annual) hours worked equation. Their results imply there was no
labour market discrimination against persons with disabilities, with all differences in earnings

outcomes explained by characteristics differences. However, these characteristics included an



individual’s disability severity score (which is always higher for persons with disabilities than
other persons). Consequently, the estimated effects of this characteristic may include the effects

of discrimination suffered by persons with disabilities.

Among the issues identified in the literature on labour market outcomes of persons with
disabilities, perhaps most important is the potential for self-reported health status to be
systematically related to labour market outcomes (Bound and Burkhauser (1999)). For example,
an unemployed person may tend to report poorer health than an employed person of identical
health. This suggests that surveys that use more objective measures of health, and rely less on
subjective assessments of health, to determine whether a person is disabled, will have more
accurate measures of disability that will more likely be exogenous with respect to labour market
outcomes. However, it should also be noted that Stern (1989), Bound (1991), Dwyer and
Mitchell (1999) and Benitez-Silva et al (2000) produce evidence, using US data, that bias in self-

reported disability measures is not significant.

2.2. Australian research

Previous work in this area has, until recently, been somewhat limited in Australia. Possibly the
earliest relevant contribution is a report by the Commission of Inquiry into Poverty (1977) which
examined the relationship between disability and poverty. Although not expressly concerned
with the relationship between disability and labour market outcomes, the report identifies
diminished ability to work as an important source of poverty for persons with disabilities. More
recent is the Australian Institute of Health and Welfare’s annual publication, Australia’s Welfare
(1995-2001), which contains information on the prevalence and nature of disability, the services
provided to and used by persons with disabilities, the costs of these services and, to a limited
extent, the outcomes experienced by persons with disabilities in terms of life expectancy,
education, employment, welfare receipt and income. Unfortunately, much of the information
presented on outcomes is not benchmarked against the non-disabled population, making
assessments of outcomes difficult. However, the publications do report lower labour market

participation and lower levels of educational attainment among persons with disabilities.

Bradbury et al (2001) examine the extent of the relationship between disability and socio-
economic disadvantage in Australia using the 1998 ABS Survey of Disability Ageing and Carers
(SDAC). The paper focuses only on persons with severe disabilities — those with a severe or
profound core activity restriction — presenting tables showing the proportion so disabled by age
group, region of birth, age group and level of educational attainment, labour force status,

personal income, household income, housing tenure and index of relative socio-economic
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disadvantage decile. Labour force status of the severely disabled is also compared with the rest
of the population. Logit models, using a disabled indicator variable as the dependent variable, are
also estimated (i.e. explaining disability as a function of socio-economic factors), and detailed
analysis of Victoria is also undertaken. The authors note that the sample examined is restricted
by the fact that the SDAC only collects the appropriate socio-economic data for those persons

living in private households, who comprise 94.2 percent of the (unweighted) sample.'

Brazenor (2002) also uses the 1998 SDAC, attempting to explore the relationship between
disability impairment type and labour market earnings (given that a person is employed). He
estimates earnings equations for employed males and females (whose main source of income
was from wages or salaries) as a function of human capital variables, other demographic
characteristics and variables for ten disability impairment types. The SDAC does not, however,
report labour market earnings, reporting only total income. Brazenor estimates labour market
earnings using information on whether an individual is in receipt of a government pension or
benefit, subtracting the basic pension from total income for benefit recipients.” The motivation
for the ten disability type categories used is unclear, other than that the author argues that they
minimise the incidence of individuals having more than one impairment type. Brazenor finds
significant negative effects of disability on earnings, and that the effects are not uniform across
disability types, or across males and females for the same disability type. The effects on earnings
of other dimensions characterising disability, such as disability severity and age of disability

onset, are not explored.

Cai (2002) focuses on DSP receipt, examining the rate of receipt in Australia since 1971 and its
relationship to labour market conditions, as well as transitions from unemployment to the DSP
program, the determinants of the destination of persons exiting from receipt of DSP payments
and the determinants of the duration on DSP. Although DSP is an important component of
welfare receipt by persons with disabilities, Cai’s work has a significantly narrower focus than

the current paper, which aims to examine the nature of the relationship between disability and

' The SDAC over-samples persons not living in private households. Persons in private households actually represent

over 99 percent of the population.

? The number of individuals affected by this procedure is not disclosed by the author. Given that all persons in the
sample reported their main source of income as wages and salaries, few individuals should have been pension
recipients and therefore have had the basic pension rate subtracted from total income. This procedure also does not
address the issue of income from non-income support payments (e.g. family payments), nor private non-labour

income (e.g. investment income, child support payments).



welfare and labour market outcomes more generally.

3. Data and methods

The sample examined comprises persons aged 15-64 years, interpreted as the “workforce age”
population and motivated by the focus on the relationship between disability and labour market
outcomes. The data used for the first two components of the paper come from the
confidentialised unit record file (CURF) of the 1998 ABS Survey of Disability, Ageing and
Carers (SDAC98). The third component additionally draws on the CURF for the 1993 Survey of
Disability, Ageing and Carers (SDAC93) as well as the Commonwealth Department of Family
and Community Services (FaCS) Longitudinal Data Set (LDS) 1% sample, an administrative

dataset on welfare recipients.

The SDACO98 is a stratified random sample of 15,316 private dwellings, 399 non-private
dwellings and 626 ‘“cared accommodation” establishments, providing information on 43,395
persons aged 15 years and over.” It contains detailed information on health status, including, for
those who have a disability, the type, extent, underlying condition, age of onset and cause of the
disability. It also contains information on current labour force status, occupation, industry, hours
worked per week, full-time/part-time employment status, main source of income, total weekly
income, whether receive pension/benefit, highest educational qualification, age, sex, birthplace,
family structure and several other aspects. The SDAC93 collected information on 46,876
persons aged 15 years and over, and has similar information to the SDAC9S, although it is
difficult to exactly match disability categories, a result of changes to the ABS interpretation of
the definition of disability.*

Neither the SDAC93 nor SDACI98 collected labour force or income information for persons
residing in cared accommodation.” This therefore limits the scope of the analysis of labour

market outcomes presented in this paper to persons not residing in cared accommodation. In both

3 Cared accommodation comprises nursing homes, hospitals and other similar institutions.

* Changes between 1993 and 1998 in survey methodology, and indeed apparent changes in respondent preparedness
to report health conditions, also create problems for inferences on changes in disability over time. These issues are
explored in detail in Section 6. The ABS also conducted surveys in 1981 and 1988 — the Survey of Disabled and
Aged Persons 1988 and the Survey of Handicapped Persons 1981 — but has not released unit record files for these

surveys.

> The presumption appears to be that all such individuals are not in the labour force, but this need not be true

(although participation is likely to be low for this group).



surveys, this corresponds to the exclusion of less than 0.2 percent of the population aged 15-64
years, or less than 1 percent of the disabled population in this age range. For all other analysis
(other than the analysis of labour market outcomes and income), persons in cared
accommodation are included to provide as complete a picture of outcomes for the disabled

population as possible.

A further issue, raised in Section 2, is the potential for bias in self reported disability. That is,
reported disability may be systematically related to labour market and welfare receipt outcomes
if the respondent’s subjective assessment of whether he or she has a disability is the basis for
determining whether a person has a disability. Fortunately, this is unlikely to be a significant
problem for the ABS disability surveys because of the detailed objective criteria employed by
the ABS to determine disability status. Evidence from the US (eg Benitez-Silva et al (2000)) also
suggests this is not a significant problem. Issues do arise, however, over the appropriate
definition of disability, as well as the appropriate disability characteristics by which to classify

persons with disabilities.

3.1. Defining and classifying disability

Arriving at a satisfactory definition of disability is an important task, and one that is in fact not
casily achieved.® As a practical matter, the approach taken in this paper is necessarily dictated by
the primary data sets to be used, the ABS Surveys of Disability, Ageing and Carers in 1993 and
1998. There are, however, a number of issues for defining and classifying disability to do with
differences between the 1993 and 1998 surveys. The ABS applied different criteria to determine
from the information provided the category or categories to which a person belongs. Indeed, the
information obtained and how it was obtained differs between the surveys. To some extent, we
can use individual data items to create consistent criteria, but it is not possible to eliminate all
differences, and some ambiguities remain regarding the best approach to addressing
inconsistencies. Furthermore, the process of achieving a consistent definition of disability across
the two surveys may lead to a set of disability criteria that do not exactly correspond to the ABS

criteria in either 1993 or 1998, nor with current notions of what constitutes a disability.

This provides the motivation for focusing on 1998 for the first two components of this paper and
for the relatively limited scope of comparisons undertaken for the third component. The issue of
matching definitions and classifications for the two surveys is taken up in detail in the discussion

of the third component (Section 6), as is the sensitivity of results to alternative assumptions or

% See Appendix A for a detailed discussion of the issue.
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approaches. For now, we focus on the 1998 survey.

The 1998 survey identifies persons as having a disability based on 17 “screening” questions.

Specifically, a person is defined to be have a disability if that person has one or more of the

following that had lasted, or was likely to last, for a period of six months or more:

13

15.
16.
17.

Partial or total loss of sight that is not corrected by lenses

Partial or total loss of hearing which creates difficulty communicating or for which an aid
is used

Anything wrong with speech (unable to speak, or difficulty speaking)

Difficulty learning or understanding

Has blackouts, fits or loses consciousness

Need to be helped or supervised in doing things because of any mental illness

Incomplete use of arms or fingers

Incomplete use of legs or feet

A nervous or emotional condition that restricts everyday activities

. Restriction in doing everyday physical activity or physical work
. A disfigurement or deformity

. Treatment of a long-term condition other than those already mentioned, that restricts

everyday activities

. Difficulty gripping
14.

Head injury, stroke or other brain damage with long-term effects that restrict everyday
activities

Any other condition restricting everyday activities

Restricted in everyday activities by chronic or recurrent pain

Restricted in everyday activities by shortness of breath or breathing difficulties

Classifying disability

To obtain information on how outcomes depend on the characteristics (extent and nature) of the

disability requires the classification of disabilities according to characteristics. There are a

number of ways in which disabilities could potentially be classified. The guiding principles that

are adopted in this paper are that a classification system should be: “relevant” (the lines along

which disabilities are classified are likely to matter to outcomes); “succinct” (no two categories

are too similar, and the nature of the differences between any two categories is understood); and

“relatable” (where possible, the classification system should be consistent with other studies or

11



agencies).” Based on these criteria, and given the available data items, the following three ways
for classifying disability are used in this paper in order to examine how outcomes depend on the

extent and nature of the disability:

e severity of core activity restriction;
e type of impairment; and

e age of disability onset.”

Severity of core activity restriction

The CURF for the SDACO98 contains a variable for severity of core activity restriction, with

persons with disabilities classified into one of five categories:

1. Profound: unable to perform a core activity or always need assistance to perform a core
activity.

2. Severe: sometimes need assistance to perform a core activity.

3. Moderate: don’t need assistance, but have difficulty performing a core activity.

4. Mild: no difficulty performing a core activity, but use aids or equipment because of a
disability.

5. None: no core activity restriction.

The core activities are:

e Self care: bathing or showering, dressing, eating, using the toilet and managing incontinence;

e Mobility: moving around at home and away from home, getting into or out of a bed or chair,
and using public transport;

e Communication: understanding and being understood by others: strangers, family and

friends.

To reduce the level of detail reported, in this paper these groups are aggregated as follows:
1. Profoundly or severely restricted in core activities
2. Moderately or mildly restricted in core activities

3. Not restricted in core activities
Type of impairment
Different impairment types are likely to have different implications for an individual’s ability to

operate in the labour market. The CURF has a set of dummy variables for the 17

7 Similar to defining disability, issues arise over comparability of classifications of disability for the 1993 and 1998

surveys. These are discussed further in Section 6.

¥ Potential ways of classifying disability that are not adopted in this paper are noted in Appendix B.

12



restrictions/impairments that qualify as disabilities. These have been combined to create four
impairment type categories as follows:

o “Sensory”: 1, 2 & 3 (affecting sight, hearing or speech)

o “Mobility”: 5,7, 8,10, 11, 12, 13, 15, 16 & 17 (affecting mobility or physical activity)

o “Mental”: 4, 6, 9 & 14 (affecting mental function or emotional condition)

o “Multiple”: More than one of the above three.

Age of disability onset

Individuals can also be classified according to the age of onset of the disability. Timing of onset
can be important to labour market outcomes in several ways. Those disabled at a young age may
face more barriers to obtaining educational qualifications and work experience than those who
become disabled later in life (after obtaining educational qualifications and work experience),
implying earlier onset is associated with less favourable outcomes. On the other hand, those
disabled earlier in life may be better able to adapt to the disability and therefore be less adversely
affected by disability than those disabled later in life. The type and severity of disability may
also tend to differ by age of onset — for example, back injuries are more likely later in life —
which may cause outcomes to vary systematically by age of onset. Furthermore, it may be that
those disabled later in life differ in other ways from those disabled earlier in life. For example,
persons with less innate ability may tend to work in more physically demanding jobs, and
therefore experience a higher incidence of disability in later life. This may therefore lead to a
lower level of innate ability (on average) for those disabled in later life than those disabled at a

young age.

To examine how outcomes depend on age at disability onset, persons with disabilities are
classified into one of the following age of onset groups:

e (-4 years (infant)

e 5-14 years (child)

e 15-29 years (young adult)

e 30-44 years (prime age adult)

e 45-64 years (older adult)

A related issue of interest concerns the timing of disability onset with respect to educational
attainment, specifically, whether educational attainment was achieved before or after onset of
disability. In the context of our current focus on labour market outcomes, the primary issue is

whether outcomes depend on whether qualifications were obtained before or after disability
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onset.” Using information in the SDAC98 on whether post-school qualifications were obtained
before or after disability onset, as well as the information on age of onset and educational

attainment, this issue is considered in Section 5.

Alternative definitions of disability

Examination of particular disability groups can also be undertaken by using the above
classification systems, or indeed other information contained in the SDAC, implicitly defining
disability according to the criteria required for being in the group. One group of interest is those
eligible for the Disability Support Pension (DSP). A person is eligible for the DSP if the person
has a physical, intellectual or psychiatric impairment that meets legislative requirements. They
must also be unable to do (for at least 30 hours per week) any work, or be unable to be re-skilled
for any work, for at least the next two years because of that impairment, or be permanently blind.
However, the SDAC CURF does not contain information on DSP eligibility, and approximating
these criteria does not appear possible. Another group likely to be of interest, and one that can be
studied using the SDAC, comprises those with a schooling or employment restriction. The ABS
classifies disabilities according to whether they involve a restriction on the ability to attend
school or engage in paid employment. Since such restrictions are likely to be relevant to labour

market outcomes, specific examination of this group seems warranted.

3.2. Variables used

The variables employed to measure labour market outcomes and welfare dependence of persons
with disabilities are to a significant extent dictated by the data items available in the SDAC9S.

The outcome variables used are as follows:

e Labour force status: employed full-time; employed part-time; unemployed; and not in the

labour force. Information on whether an individual works at home is also used.

e Hours worked: A variable, “weekly hours worked in all jobs”, is used. It is a categorical
variable: 0, 1-15, 16-24, 24-34, 35-39, 40, 41-48, 49-69, 70-97. A continuous hours variable

is created by using interval midpoints for all except the 70-97 category, for which a value of

? Perhaps more fundamental are questions such as “does disability reduce educational attainment?” and “does lower
educational attainment lead to a greater probability of disability?” Attempts to answer the first question might
involve comparison of the educational attainment of those disabled before 18 years of age with the educational
attainment of the non-disabled and those who become disabled after 24 years of age. Similarly, the second question
might be addressed by comparing the incidence of disability onset after age 24 by educational attainment. Study

along these lines is, however, beyond the scope of this paper.
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80 hours is assumed.

e Income: the SDACI98 contains a categorical variable for total income of the individual from
all sources in the survey week: less than $80, $80-$119, ..., $1120-$1159, $1160 and over. A
continuous income variable is created using midpoints of each interval and assuming income
of $1180 for those in the top income category. Income is treated as “missing” for those who
refused to provide income information or did not know their income. All statistics on income

reported in this paper are expressed at March quarter 2002 prices.

e Industry: Industry in main job is reported in the SDAC98 at the 1-digit level (17 industry
groups). These are aggregated into 10 industry groups (see Appendix C).

e Occupation: Occupation in main job is reported in the SDACIS at the 1-digit level. These 8

occupation groups are used in this paper.

e Welfare dependence: Although information is contained on whether a person received
welfare payments at all, it was decided to use the variable “principal source of cash income”.
This variable classifies the principal source of income for recipients of income into one of
seven sources, one of which is “any government pension or allowance”. Thus, a reasonable
interpretation of a dummy variable, equal to one if a government pension or allowance is the
principal source of income, is that it indicates an individual is personally dependent on

welfare.'?
The following demographic information is also used:

e Educational attainment: Individuals are classified into one of four levels of attainment:
bachelor’s degree or higher, other post-school qualification (including undergraduate
diploma and trade qualification), completed highest level of secondary school and did not

complete highest level of secondary school.

' An alternative to this variable is to use the indicator variables available in the CURF for welfare receipt. For
example, a dummy variable equal to one if any welfare payments are received can be created from these variables.
The main problem with such an approach is that welfare payments in Australia comprise both income support and
non-income support payments, and we cannot separately identify these two payment types in the CURF. Non-
income support payments are income supplements, primarily consisting of a benefit paid to persons with dependent
children, and recipients who do not also receive income support payments are not dependent on welfare payments as
their primary source of income. Another possible approach is to examine welfare receipt of the income unit to which
an individual belongs as an indicator of welfare dependence. However, for the purposes of focusing on the
relationship between disability and welfare receipt, it is perhaps more appropriate to focus on personal receipt of

payments, since the disability attaches to the person, not the income unit.
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e Age: The SDAC98 contains a categorical variable with categories comprising 5-year
intervals: 15-19,..., 60-64. This variable is used to create the following age groups 15-24, 25-
34, 35-44, 45-54 and 55-64.

e Family status: Using information on whether single or partnered (married) and on the number
of dependent children, four family-type groups are derived: single with no dependents;

couple with no dependents; single with dependents; and couple with dependents.

e Region of birth. Using the ‘place of birth’ data item, the following groups are derived: born
in Australia; born in one of the main English-speaking countries (UK, USA, Canada or New

Zealand); and born in another country.

The person weights provided with the unit record files are used for all of the analysis.

4. Descriptive statistics in 1998

In this section, the incidence and composition (in terms of severity, type and age of onset) of
disability in Australia and how they vary by gender and age are described. Demographic
characteristics of the disabled are then compared with those of the non-disabled before moving
on to examination of labour force and welfare receipt outcomes and how these depend on the

severity, type and age of onset of the disability, as well as the age and gender of the individual.

4.1. Incidence and composition of disability

Figure 4.1 shows that, in 1998, 17.9 percent of males and 16.7 percent of females aged 15-64
years reported a disability as defined by the ABS. Figure 4.1 also presents the proportion with a
disability for each of five age groups and indicates the rate of disability is monotonically
increasing in age for both males and females: less than 10 percent of those aged 15-24 years have
a disability, compared with over one third of those aged 55-64 years. Nonetheless, it is not
accurate to characterise disability as an old-age phenomenon. All age groups have significant
numbers of persons with disabilities. Figure 4.1 also breaks down the disabled population into
those with a schooling or employment restriction and other persons with disabilities. The
incidence of such disabilities is approximately 5 percent points lower than for all disabilities —
that is, 5 percent of both males and females have disabilities that do not restrict them in

schooling or employment.
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Figure 4.1 Incidence of disability - 1998
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The composition of disability in terms of severity of core activity restrictions, type of
impairment, age of onset and age of onset with respect to educational attainment is examined in
Figure 4.2. In terms of disability severity, 22 percent of disabled males have a profound or severe
core activity restriction, 49 percent have a moderate or mild restriction and 29 percent have no
restriction. Interestingly, although the proportion of disabled females who have a moderate or
mild core activity restriction is the same as for males, the proportion who have a profound or
severe restriction is 4 percentage points higher (and the proportion with no restriction
correspondingly lower). This implies the proportion of all males and females who suffer
profound or severe disabilities are in fact similar (with the difference of 0.4 percentage points not

statistically significant).

Impairments affecting mobility or physical activity are the most common type of impairment
characterising the disability — 56 percent of disabled males and 68 percent of disabled females
have only this kind of impairment. The next most common impairment type is to have more than
one of the three impairment types (sensory, mobility, mental), with 24 percent of males and 18
percent of females in this group. This mostly comprises individuals with both mobility and

mental impairments.
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Figure 4.2: Composition of disability - 1998 - Persons aged 15-64 years
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In terms of age of disability onset, Figure 4.2 indicates that over half of all disabled persons

18



report disability onset as occurring after age 30.'" A significantly higher proportion of disabled
males experience disability onset between the ages of 15 and 29 years than do disabled females,
among whom a correspondingly higher proportion report onset between the ages of 45 and 64
years. Despite the higher incidence of onset between the ages of 15 and 29 years, the proportion
of disabled males completing their education after onset of the disability is not higher than is the
case for females. Almost 30 percent of both male and female disabled persons report disability

onset occurred prior to completing their education.

Figure 4.3: Composition of disability by age group - 1998
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Figure 4.3 examines how disability severity varies with age. Severity tends to be lower for the
younger disabled. Among the disabled population, the proportion who have moderate or mild
restrictions is monotonically increasing in age for males (from 40 percent for 15-24 year olds to
55 percent of 55-64 year olds), and almost so for females (increasing from 38 to 57 percent).
Correspondingly, the proportion with no core activity restriction is monotonically decreasing in
age for both males and females. Thus, not only is the incidence of disability increasing in age,

but so is the severity of disability among those disabled. Interestingly, the proportion with a

" Note that the figures for age of onset tell us the age of onset distribution among the disabled population at a point
in time. Importantly, they do not tell us the distribution of age of onset for all persons who at some stage become
disabled. The implication from Figure 4.2 is, therefore, that most people who become disabled at some stage in life

do so in the older adult stages.
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profound or severe restriction appears to reach a peak in the 45-54 years age group. Given the
incidence of disability is higher among persons aged 55-64 years than persons aged 45-54, this
suggests a substantial “surge” in the onset of moderate and mild severity disabilities occurs in the

55-64 years age group.

Figure 4.4 shows that the impairment type composition also varies substantially by age. Perhaps
most notable is the inverse relationship between the proportion with mental impairment types
(slowness at learning or understanding, treatment for nerves or an emotional condition, needing
help or supervision due to a mental illness, effects of head injury, stroke or other brain damage)
and age. Over one quarter of disabled males aged 15-24 years are classified as having this
impairment type, compared with only 1.6 percent of disabled males aged 55-64 years. A similar,
although less pronounced, pattern is evident for females: 15 percent of 15-24 year olds with
disabilities have this impairment type, compared with 2.5 percent of 55-64 year olds with
disabilities. This translates to a lower proportion of all 55-64 year olds having this type of
impairment than all 15-24 year olds (0.6 percent versus 2.5 percent for males, and 0.8 percent
versus 1.2 percent for females). A higher incidence of multiple impairment types (that include
mental impairments) for older males accounts for part of this, but not all of it, and older females
do not have a higher incidence of multiple impairment types. Thus, it must be explained by
either high mortality at young ages for persons with such impairments, or cohort differences —

that is, a higher incidence of these impairments among more recent birth cohorts.

Figure 4.4: Composition of disability by age group - 1998
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In summary, the evidence from the SDACIS is:

4.2.

Just over 17 percent of working-age adults have a disability.

Males have a (statistically significant) higher rate of disability than females. (The
difference in the percentage of the population with a disability is 1.3, with a standard

error of 0.48.)

All age groups have a significant proportion who have a disability, but the rate of
disability is increasing in age: the 55-64 years age group has approximately four times

the rate of disability of the 15-24 years group.

Approximately one quarter of persons with disabilities have a profound or severe core
activity restriction. This proportion is higher for females than males. Severity tends to be
increasing in age, so that the proportion of older persons who are “very” disabled is

greater relative to younger persons than is the case for all disability.

Mobility type impairments are the predominant type of impairment for both males and

females and all age groups.

For over half the disabled population, disability onset occurred after the age of 30.

Demographic characteristics of persons with disabilities

Table 4.1 presents descriptive statistics for the age, educational attainment, country of birth and

family type of disabled persons alongside the same statistics for the non-disabled. This is useful

as a preliminary exercise to examination of labour market and welfare receipt outcomes for

understanding how persons with disabilities differ from those without disabilities in ways other

than disability."

2 A characterisation of the distinctions between these characteristics in terms of their relationship to disability,

useful for the subsequent analysis, is as follows:

age is likely to impact on disability, but disability does not affect age;

family type is likely to be impacted upon by disability, but is not likely to impact on disability;

educational attainment is likely to impact on disability, and disability is likely to impact on educational
attainment;

country of birth is unlikely to impact on or be impacted by disability.
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Table 4.1 Demographic characteristics of disabled persons aged 15-64 years — 1998

Disabled Non-disabled Difference
Males
Mean age (years) 44.5 (0.27) 37.2 (0.13) 7.3 (0.30)
Educational attainment (%):
Bachelor’s degree or higher 8.4 (0.56) 16.7 (0.39) -8.3 (0.68)
Other post-school 39.2 (0.99) 37.7 (0.50) 1.5 .11
Comp. High school 8.8 (0.57) 17.9 (0.40) -9.0 (0.70)
Not completed high school 43.5 (1.00) 27.8 (0.46) 15.8 (1.11)
Foreign-born — ESB (%) 10.7 (0.63) 10.8 (0.32) -0.2 (0.70)
Foreign-born — NESB (%) 16.0 (0.74) 15.9 (0.38) 0.1 (0.83)
Family type (%):
Single person, no dependents 30.1 (0.93) 25.5(0.45) 4.5 (1.03)
Couple, no dependents 39.5(0.99) 33.0 (0.49) 6.5 (1.10)
Single person with dependents 1.9 (0.28) 1.9 (0.14) 0.0 (0.31)
Couple with dependents 27.4 (0.90) 39.6 (0.51) -12.1 (1.04)
Cared accommodation 1.1(0.21) 0.0 (0.01) 1.1(0.21)
Females

Mean age (years) 44.9 (0.26) 37.3 (0.13) 7.6 (0.29)
Educational attainment (%):
Bachelor’s degree or higher 9.9 (0.62) 16.5 (0.37) -6.6 (0.73)
Other post-school 30.2 (0.96) 28.8 (0.46) 1.5 (1.06)
Comp. High school 10.7 (0.64) 18.8 (0.40) -8.2 (0.76)
Not completed high school 49.2 (1.04) 36.0 (0.49) 13.3 (1.15)
Foreign-born — ESB (%) 11.5(0.67) 9.8 (0.30) 1.7 (0.73)
Foreign-born — NESB (%) 16.2 (0.77) 16.7 (0.38) -0.5 (0.86)
Family type (%):
Single person, no dependents 28.3 (0.94) 20.8 (0.41) 7.5 (1.03)
Couple, no dependents 40.4 (1.03) 31.8 (0.47) 8.7 (1.13)
Single person with dependents 8.9 (0.59) 8.2 (0.28) 0.6 (0.66)
Couple with dependents 21.4 (0.86) 39.2 (0.49) -17.8 (0.99)
Cared accommodation 1.0 (0.20) 0.0 (0.01) 1.0 (0.20)

Note: Standard errors in parentheses.
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A consequence of the higher rate of disability among older age groups is that, for both males and
females, the average age of the disabled population is over 7 years greater than the average age
of the non-disabled population. Educational attainment is likewise significantly different. The
rate of degree attainment for disabled persons is 50 percent of that of the non-disabled for males,
and 60 percent for females, while the proportion not completing high school is 16 percentage
points higher for the disabled than the non-disabled for males, and 13 percentage points higher
for females. This may to some extent reflect the older age distribution of the disabled, but may
also reflect the impact of factors such as lower educational opportunities for the disabled and a
higher rate of onset of disability among the less educated because of the more physical work they

tend to undertake.

As might be expected, the disabled do not significantly differ in their region of birth
composition. Family type differs, with the disabled much less likely to be in a couple with
dependent children and more likely to be a single person with no dependents or part of a couple
with no dependents. As with educational attainment, this may to some extent reflect differences
in the age composition of the disabled. However, if so, it is interesting that the proportion who
are sole parents is the same for the disabled as for the non-disabled. We might have expected this
to be lower for the disabled if age differences were driving the other differences in the family
type composition. This may therefore suggest that, at a given age, a person with dependent

children is more likely to not have a partner present if he or she has a disability.

4.3. Labour market outcomes and welfare dependence of persons with
disabilities

Based on the information available in the CURF for the SDAC9S, the labour market outcomes
and welfare dependence of persons with disabilities are examined in this section by presenting
descriptive statistics on labour force status (proportion employed, employed full-time,
unemployed and not in the labour force), hours worked (mean weekly hours of those employed
full-time, mean weekly hours of those employed part-time), the proportion whose primary
income source is welfare payments, and mean personal weekly income. As well as comparing
(for males and females separately) all disabled with the non-disabled, descriptive statistics are
also presented for different disability groups, based on the characteristics of the disability, to

provide information about how outcomes depend on the nature of the disability.
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Table 4.2 Labour market outcomes, welfare dependence and income of disabled persons aged

15-64 years — 1998

Disabled Non-disabled Difference
Males
Employed (%) 52.8(1.09) 85.7 (0.36) -32.9(1.15)
- employed full-time (%) 43.0 (1.08) 75.8 (0.44) -32.8(1.17)
Unemployed (%) 8.2 (0.60) 6.8 (0.26) 1.4 (0.65)
Not in labour force (%) 39.0 (1.07) 7.5 (0.27) 31.5(1.10)
Mean hours — full-time workers 49.7 (0.44) 48.7 (0.15) 0.9 (0.47)
Mean hours — part-time workers 17.5 (0.64) 18.7 (0.31) -1.3(0.71)
Employment restriction (%) 73.0 (0.90) 0.0 (0.00) 73.0 (0.90)
Welfare dependent (%) 43.0 (1.00) 10.1 (0.31) 32.9 (1.05)
Mean weekly income ($) 456.89 (8.38) 667.42 (4.33) -210.5 (9.43)
Females

Employed (%) 42.0(1.10) 67.2 (0.47) -25.2 (1.20)
- employed full-time (%) 19.4 (0.89) 36.4 (0.49) -17.0 (1.01)
Unemployed (%) 3.8 (0.43) 5.5(0.23) -1.7 (0.49)
Not in labour force (%) 54.2 (1.11) 27.3 (0.45) 26.9 (1.20)
Mean hours — full-time workers 44.6 (0.53) 43.5 (0.16) 1.1 (0.56)
Mean hours — part-time workers 17.9 (0.42) 18.0 (0.16) -0.1 (0.45)
Employment restriction (%) 69.8 (0.96) 0.0 (0.00) 69.8 (0.96)
Welfare dependent (%) 49.5 (1.04) 25.6 (0.44) 23.9 (1.13)
Mean weekly income ($) 323.91 (6.22) 416.25 (3.48) -92.3(7.12)

Note: Standard errors in parentheses.

Table 4.2 compares outcomes for all persons with disabilities with outcomes for non-disabled
persons.”” It reveals significantly worse labour market performance, a much higher rate of
welfare dependence, and much lower mean income for those classified as disabled. Just over half
of disabled males are employed, compared with 86 percent of non-disabled males, while 42
percent of disabled females are employed, compared with 67 percent of non-disabled females.
These differences are largely attributable to differences in labour force participation, although

disabled males do also have a statistically significant greater proportion unemployed. In fact, the

'3 Recall that labour force and income statistics do not apply to those residing in “cared accommodation”.
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unemployment rate for disabled males, at 13.4 percent, is nearly twice that of non-disabled
males, for whom it is 7.4 percent." In contrast, disabled females, with an unemployment rate of
8.3 percent, are in this respect similar to the non-disabled, who have an unemployment rate of

7.6 percent.

Interestingly, 10 percent of both disabled and non-disabled males work part-time, with the
difference in the employment rate therefore driven by a lower rate of full-time employment
among persons with disabilities. For females, the difference in employment rates is driven by
lower rates of both full-time and part-time employment. Among both full-time workers and part-
time workers, mean hours worked per week do not significantly differ between the disabled and
non-disabled. However, because a higher proportion of the disabled are employed part-time (19
percent compared with 12 percent for the non-disabled for males, and 54 percent compared with
46 percent for females), the average hours of work among all employed disabled persons is

somewhat lower than among all employed non-disabled persons.

Welfare dependency rates present almost a mirror image to the employment rates, with welfare
payments comprising the primary income source for 43 percent of disabled males and 50 percent
of disabled females, compared with 10 percent and 26 percent of their respective non-disabled
counterparts. In fact, the difference in the welfare dependency rate is, for males, of identical
magnitude to the difference in the employment rate, and is almost identical for females.
Consistent with the rates of employment and welfare dependence, mean weekly income is
significantly lower for persons with disabilities. The income disadvantage of the disabled is, on
average, $210 per week for males and $92 per week for females. This corresponds to a greater
relative disadvantage for disabled males, and is consistent with the greater difference in

employment and welfare dependence rates for males.

Persons with a schooling or employment restriction

The ability to identify those persons with disabilities who have a schooling or employment
restriction (as defined in Section 3) allows us to focus attention on persons for whom the
disability might be thought detrimental to labour market performance. It can be interpreted as a

narrower definition of disability, perhaps more relevant to the study of labour market outcomes.

' As discussed in Section 2, the extent to which this is due to a greater propensity for the unemployed to identify as

disabled (for example, as a rationalisation of labour market failure) is not known.
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Table 4.3 Labour market outcomes, welfare dependence and income of persons aged 15-64 years

with a schooling or employment restriction — 1998

Means Difference from non-disabled
Restricted Other disabled Restricted Other disabled
Males
Proportion of all disabled 73.0 27.0 - -

Employed (%) 43.8 (1.27) 76.9 (1.78) -41.9 (1.32) -8.8 (1.82)

- employed full-time (%) 33.5(1.21) 68.3 (1.97) -42.3 (1.29) -7.6 (2.02)
Unemployed (%) 8.3 (0.71) 7.8 (1.14) 1.5 (0.75) 1.1(1.16)
Not in labour force (%) 47.9 (1.28) 15.3(1.52) 40.4 (1.31) 7.8 (1.55)
Mean hours — full-time workers 49.0 (0.60) 50.6 (0.66) 0.2 (0.62) 1.9 (0.68)
Mean hours — part-time workers 17.4 (0.73) 17.6 (1.38) -1.3(0.79) -1.1 (1.42)
Welfare dependent (%) 52.9 (1.16) 16.4 (1.54) 42.8 (1.20) 6.3 (1.57)
Mean weekly income ($) 387.76 (8.82)  646.09 (17.52) -279.66 (9.82)  -21.34 (18.04)

Females

Proportion of all disabled 69.8 30.2 - -
Employed (%) 37.9(1.30) 51.3 (2.04) -29.2 (1.38) -15.9 (2.10)

- employed full-time (%) 16.1 (0.98) 27.1(1.82) -20.3 (1.10) -9.3(1.88)
Unemployed (%) 3.3(0.48) 5.1 (0.90) 2.2 (0.53) -0.4 (0.93)
Not in labour force (%) 58.8(1.32) 43.6 (2.03) 31.5(1.39) 16.3 (2.08)
Mean hours — full-time workers 44.3 (0.70) 44.9 (0.83) 0.8 (0.72) 1.4 (0.84)
Mean hours — part-time workers 17.9 (0.50) 17.8 (0.76) -0.1 (0.53) -0.2 (0.77)
Welfare dependent (%) 55.6 (1.21) 35.5(1.94) 30.0 (1.29) 9.9 (1.99)
Mean weekly income ($) 304.24 (6.92) 371.02 (12.90) -112.01 (7.74)  -45.23 (13.36)

Note: Standard errors in parentheses.

Table 4.3 presents descriptive statistics for both restricted disabled and other disabled persons in

1998. It shows that over two thirds of disabled persons aged 15-64 years (73 percent of males

and 70 percent of females) reported a schooling or employment restriction. As anticipated,

outcomes are significantly worse for the restricted disabled than for those who do not have a

schooling or employment restriction. Compared with the unrestricted disabled, the employment

rate among the restricted disabled is 33 percentage points lower for males and 13 percentage
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points lower for females, while the welfare dependency rate is 37 percentage points higher for

males and 20 points higher for females.

It is, however, notable that even those disabled without schooling or employment restrictions
appear to perform less well than the non-disabled. The employment rate of the unrestricted
disabled is 9 percentage points lower for males and 16 percentage points lower for females, and
the welfare dependence rate is, for males and females respectively, 6 percentage points higher
and 10 percentage points higher. This may to some extent be due to differences between the
unrestricted disabled and the non-disabled in characteristics other than disability, such as age and

educational attainment.

Age group

The demographic characteristics presented in Table 4.1 showed persons with disabilities to be on
average over 7 years older than other persons. Comparing outcomes by age group (Table 4.4) is
a way of controlling for this effect, and also allows us to investigate whether the relative labour
market performance of the disabled varies with age. For both males and females, non-disabled
and disabled, employment rates and income follow a hump-shaped pattern, increasing in age up
to about the 35-44 years age group and decreasing thereafter. The pattern is more pronounced for
males than females, and there is one exception to this pattern, which is that, for disabled females,

15-24 year olds have the highest employment rate of all age groups.

Comparing the disabled with the non-disabled, the standout feature is that the relative
employment rates of the disabled tend to be lower in the older age groups. Employment rates of
disabled males in the 15-24, 25-34 and 35-44 years age groups are approximately 70 percent of
the rates for non-disabled males, whereas it is 60 percent for the 45-54 years group and 47
percent for the 55-64 years group. The pattern is even more stark for females, for whom a
monotonic relationship between relative employment rates and age group is evident: the relative
employment rate (of disabled to non-disabled) is 83, 74, 70, 64 and 51 percent for each of the
respective age groups from 15-24 years through to 55-64 years. This may to some extent reflect

the differences in the severity and impairment type composition by age.

A similar pattern of greater disadvantage for older age groups is evident for personal income for
males. It is not evident for females, however, primarily because of the very low average personal
income of non-disabled females aged 55-64 years. Welfare dependence varies less with age for
all groups — males and females, disabled and non-disabled. In spite of this, comparing the
disabled with the non-disabled, for both males and females there is a large spike in the relative

incidence of welfare dependence in the 45-54 years age group.

27



Table 4.4 Labour market outcomes, welfare dependence and income of disabled persons by age group — 1998

15-24 25-34 35-44 45-54 55-64
Disab. Non-disab. Disab. Non-disab. Disab. Non-disab. Disab. Non-disab. Disab. Non-disab.
Males
o 53.7 74.8 60.8 89.2 67.9 92.0 55.3 91.7 34.4 70.9
Employed (%) (3.72) (1.07) (2.79) (0.64) (2.23) (0.55) (2.10) (0.63) (1.94) (1.44)
Employed full-time (%) 402 55.9 51.5 81.3 57.8 86.3 452 84.4 258 57.7
ploy ° (3.65) (1.22) (2.85) (0.81) (2.36) (0.70) 2.10) (0.83) (1.79) (1.56)
Unemployed (%) 24.7 12.3 11.8 6.4 5.6 5.3 6.7 5.1 3.8 4.1
ployed (7o (3.22) (0.81) (1.84) (0.51) (1.10) (0.46) (1.06) (0.50) (0.78) (0.63)
. 21.6 12.9 27.4 4.4 26.5 2.7 38.0 3.2 61.8 25.0
Not in labour force (%) 5 57 (0.83) (2.55) (0.42) @2.11) (0.33) (2.05) (0.40) (1.99) (1.37)
432 14.9 343 94 33.2 7.8 42.6 6.5 55.6 14.9
Welfare dependent (%) 1)) (0.88) (2.49) (0.60) (2.10) (0.55) (1.94) (0.56) (1.86) (1.12)
. 325.12 374.11 508.20 704.79 559.46 788.82 505.89 783.25 351.83 591.40
Mean income (8) (21.54) (7.40) (20.01) (7.67) (19.80)  (8.11) (1795  (9.77) (13.09)  (13.72)
Females
o 55.7 674 50.3 68.2 51.9 73.8 47.1 72.6 20.4 39.0
Employed (%) (4.04) (1.13) (2.98) (0.93) (2.40) (0.88) (2.06) (1.02) (1.73) (1.48)
Employed full-time (%) 26.1 37.3 255 4.8 232 35.1 238 40.4 6.7 15.2
ploy ° (3.57) (1.17) (2.59) (0.99) (2.02) (0.95) (1.76) (1.12) (1.07) (1.09)
Unemployed (%) 10.3 11.6 5.5 5.1 4.0 4.5 3.3 4.2 1.5 1.1
ploy (2.47) (0.77) (1.36) (0.44) (0.94) (0.41) (0.73) (0.46) (0.52) (0.32)
. 34.0 21.0 44.1 26.7 44.1 21.8 497 23.2 78.1 59.9
Not in labour force (%) 3 ¢5) (0.98) (2.96) (0.88) (2.38) (0.82) (2.07) (0.96) (1.78) (1.49)
449 24.1 54.5 30.1 42.0 25.0 41.2 14.5 62.7 38.2
Welfare dependent (%) ;¢ (1.03) (2.79) (0.91) (2.20) (0.86) (1.92) (0.80) (1.91) (1.47)
. 300.90 313.50 373.46 455.15 387.75 460.65 331.04 463.69 249.11 304.23
Mean income (8) (17.43) (6.09) (16.63) (6.88) (1539)  (7.15) (1231)  (8.56) 9.17) (9.47)

Note: Standard errors in parentheses.
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Analysis by age group therefore demonstrates that disability has enormous implications for the
labour market performance and welfare dependence of older persons: not only is the incidence of
disability increasing in age (Figure 4.1), but its adverse implications for labour market outcomes

and welfare dependence are also greater for older age groups.

Severity of core activity restriction

Table 4.5 shows labour force participation, welfare dependence and income are all ordered by
disability severity. For example, for both males and females the full-time employment rate of the
unrestricted disabled is approximately 2.5 times that of the profoundly or severely restricted.
Differences in outcomes by severity are, however, generally greater for males than females. For
example, the difference between males and females in the incidence of welfare dependence goes
from 2.5 percentage points higher for males for the profound/severe group to 6.4 percentage
points lower for the moderate/mild group, to 10.5 percentage points lower for the unrestricted
group. In light of the findings for non-disabled persons presented in Table 4.2 (which show
lower participation and higher welfare dependence for females than males), this suggests that
increasing severity of disability is associated with greater relative disadvantage in the labour
market for males than females. That is, increasing severity of disability is associated with a
bigger decrease in the probability of employment, a bigger decrease in expected income and a
bigger increase in the probability of welfare dependence, for males compared with females.

Table 4.5 Labour market outcomes, welfare dependence and income of disabled persons aged
15-64 years by severity of core activity restriction — 1998

Profound/Severe Moderate/Mild None
Males
Employed (%) 33.0(2.21) 52.0(1.57) 68.9 (1.87)
Employed full-time (%) 24.0 (2.00) 41.2 (1.54) 60.0 (1.98)
Unemployed (%) 4.6 (0.98) 7.9 (0.84) 11.3(1.28)
Not in labour force (%) 62.4 (2.27) 40.2 (1.54) 19.8 (1.61)
Welfare dependent (%) 63.8 (1.74) 43.2 (1.54) 26.6 (1.75)

Mean income ($)

Females
Employed (%) 29.6 (2.02) 41.5(1.58) 55.4 (2.18)
Employed full-time (%) 12.6 (1.47) 17.9 (1.23) 29.1 (1.99)
Unemployed (%) 3.0 (0.76) 3.0 (0.55) 6.2 (1.05)
Not in labour force (%) 67.4 (2.08) 55.5(1.60) 38.5(2.13)
Welfare dependent (%) 61.3 (1.74) 49.6 (1.60) 37.1 (2.10)
Mean income ($) 272.71 (10.96) 320.35 (8.64) 385.00 (13.71)

327.86 (14.38)

437.76 (11.69)

582.78 (16.49)

Note: Standard errors in parentheses.

29



Type of impairment

The nature of disability is also characterised by the type of impairment. In Table 4.6, an ordering
of outcomes by impairment type is evident, with multiple impairments being associated with the
worst outcomes, followed by ‘mental’, ‘mobility’ and finally ‘sensory’ impairments. This is
consistent with Hum and Simpson (1996), who find a similar ordering of outcomes using
Canadian data. Hum and Simpson in fact find that persons with sensory-type impairments
outperform even the non-disabled. The descriptive statistics presented in Table 4.6 suggest this is
not the case in Australia, since, for example, the non-disabled still have higher employment rates
and less welfare dependence than those with sensory impairments. However, in Table 4.6 we do
not control for other differences, such as age, which may be able to account for the lower
performance of persons with sensory impairments.">

Table 4.6 Labour market outcomes, welfare dependence and income of disabled persons aged
15-64 years by type of impairment — 1998

Sensory Mobility Mental Multiple
Males
Employed (%) 78.8 (2.46) 56.6 (1.43) 50.4 (4.26) 29.6 (2.09)
Employed full-time (%) 69.8 (2.76) 46.2 (1.44) 37.6 (4.12) 21.4(1.88)
Unemployed (%) 7.1 (1.55) 8.2 (0.80) 15.8 (3.10) 6.2 (1.11)
Not in labour force (%) 14.1 (2.09) 35.2(1.38) 33.8 (4.03) 64.2 (2.20)
Welfare dependent (%) 15.6 (2.18) 37.3 (1.38) 50.0 (3.94) 69.2 (1.66)
Mean income ($) 652.56 (22.68)  486.41(11.68)  323.31(23.01)  316.79 (13.09)
Females

Employed (%) 59.0 (3.98) 44.8 (1.33) 37.5 (4.57) 24.6 (2.34)
Employed full-time (%) 27.6 (3.62) 21.0 (1.09) 15.7 (3.44) 10.7 (1.68)
Unemployed (%) 1.8 (1.08) 3.5 (0.49) 9.9 (2.82) 3.9 (1.06)
Not in labour force (%) 39.2(3.95) 51.7 (1.34) 52.6 (4.72) 71.5 (2.46)
Welfare dependent (%) 34.2 (3.81) 44.8 (1.33) 62.1 (4.29) 70.1 (1.87)
Mean income ($) 414.80 (24.11) 331.11 (7.78) 286.64 (19.80) 268.35 (11.98)

Note: Standard errors in parentheses.

Age of disability onset
As discussed in Section 3, age of onset is likely to be relevant to labour market outcomes in

several ways. Those disabled earlier in life have a longer history of disadvantage, which may

'* This is an issue taken up in Section 5.
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