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Abstract:
This paper investigates the multifaceted effects of eliminating the subminimum wage, shedding light on the implications for various social programs and advocating for thoughtful policy adjustments. Focusing on individuals specifically with cognitive disabilities, the study employs a rigorous analysis of labor force participation, income dynamics, and the broader economic landscape. By utilizing regression models, the research concludes the states that have eliminated the subminimum wages witnessed increases in the Labor Force Participation Rate and Poverty Rates, providing insights into the complex relationships between policy changes and socioeconomic outcomes. This research contributes not only empirical insights but also practical considerations for policymakers. As societies grapple with the challenges of inclusivity and economic empowerment, the paper concludes with actionable recommendations. By evaluating the ramifications of subminimum wage elimination and proposing targeted policy adjustments, this study provides a roadmap for shaping a more equitable and sustainable future.

Background:
     	Eighty-five years ago, the Fair Labor Standards Act (FLSA) was created to establish minimum wage and child labor laws, including the subminimum wage and the tipped minimum wage (Fair Labor Standards Act of 1938, §14(c), 29 U.S.C. §214(c) (1938)). It is important to understand the difference between the two as they are often used interchangeably but are distinct provisions within the Fair Labor Standards Act (FLSA). The subminimum wage, governed by Section 14(c) of the FLSA, permits employers to pay workers with disabilities wages deemed commensurate with their individual productivity, which may be below the standard minimum wage for nondisabled workers (Inkumsah 2022). To date, there have been no federal-level changes. On the other hand, the tipped minimum wage is a separate category under the FLSA applicable to employees who regularly receive tips as part of their compensation. Employers can pay a lower minimum wage, currently set at $2.13 per hour, under the assumption that tips will make up the difference to meet the standard federal minimum wage of $7.25 per hour. Employers must ensure that the combined total of tips and wages indeed reaches or exceeds the standard minimum wage to comply with the law. In summary, while the subminimum wage pertains specifically to workers with disabilities and involves individualized wage determinations, the tipped minimum wage is applicable to certain industries and relies on employers to bridge the gap between the lower wage and the federal minimum wage through tips. 
Question:
How has the subminimum wage impacted individuals with cognitive disabilities? A cognitive disability is characterized by an individual experiencing significant challenges in concentration, memory, or decision-making due to a physical, mental, or emotional condition (IPUMS). This paper will address how outlawing the subminimum wage impacts individuals with disabilities. While only a limited number of states have currently banned the subminimum wage for this population, a significant number of states are in the process of eliminating it in the near future. This study will examine the disparities in poverty rates and employment rates between states where the subminimum wage is in effect and states that prohibited the subminimum wage altogether. Through a thorough analysis of these factors, while considering state and time variables, the research aims to uncover the casual relationship among subminimum wages, poverty rates, employment rates, and government benefit programs. This paper examines up to the year 2021, and by the end of that year, 14 states either eliminated, phased out, or modified the authority of employers to pay subminimum wages with only six eliminating it. Those states are as followed: Alaska (2018), Colorado (2021), Maine (2020), Maryland (2016), Nevada (2019), New Hampshire (2015), Oregon (2019), Texas (2019), and Washington (2021) (Disability Employment Policy 2021).
The findings will offer valuable insights into the potential economic and societal advantages of abolishing the subminimum wage for individuals with cognitive disabilities. Furthermore, the study aims to provide guidance for policymakers on creating an inclusive environment where individuals with cognitive disabilities are not merely integrated into the community but are also recognized, valued, and appreciated.
Wage Complexities:
It is crucial to examine this further as well as delve into the intricate interplay between minimum wages, tipped minimum wages, and subminimum wages. A 2014 report by the White House National Economic Council and the U.S. Department of Labor highlighted the complexity and challenges of this system. It noted that the requirement for employers to "top up" wages if tips fall short is challenging to enforce. More than 1 in 10 workers in predominantly tipped occupations report hourly wages below the full Federal minimum wage, indicating a prevalent violation (Allegretto 2014). Compliance issues aside, the tipped wage transforms tips, traditionally considered gratuities, into a customer-funded wage replacement, reducing labor costs for employers in specific industries. 
	Notably, many tipped workers, although not predominantly in tipped occupations, earn sufficient tips to be classified as tipped workers by their employers, allowing them to be paid the subminimum tipped wage. The states which have no tipped wage below the federal minimum wage and states gradually increasing their tipped wage rates both exhibit robust growth rates for restaurant jobs. In states where the minimum wage is the same for tipped and non-tipped tipped workers, poverty rates among workers in predominantly tipped occupations are about one-quarter lower: 10.8 percent versus 14.5 percent (“National Employment Law Project” 2015). Thus, it starts to become apparent that lower wages, despite any intervention with supplemental programs to offset a smaller income, may result in higher poverty rates, especially if 10% (Allegretto 2014) of individuals aren’t getting the tips that would bring them above the federal minimum wage.
Recent Bill:
Over the last few decades, members of Congress have sought to challenge the problems associated with subminimum pay, but their efforts have seen limited success. In March 2022, the Department of Education launched the Real Pay for Real Jobs Initiative, aiming to foster more equitable employment opportunities for people with disabilities. The initiative proposed allocating $167 million in grants to states for the creation of these jobs, with oversight by the Rehabilitation Service Administration. The project, named the Subminimum Wage to Competitive Integrative Employment (SWTCIE), did not become law (Inkumsah 2022). In an effort to advance similar initiatives, President Biden proposed a provision with nearly double the funding, but it failed to pass through Congress. With no changes to subminimum wages at the federal level, individuals with disabilities continue to face exploitation, earning significantly lower wages. The dynamics at a provider level has organizations “holding onto” those people who have 14c and are good workers rather than helping those same people get real wage positions. The question arises: Should a bill like this or a comparable one be enacted to eliminate subminimum wages at the federal level? 
It’s important to underscore the challenges faced by individuals with cognitive disabilities trying to sustain themselves on the subminimum wage. Many of these workers are reliant on government benefits, such as Supplemental Security Income, and other government support, creating obstacles to achieving financial independence. The central question is whether the elimination of the subminimum wage can enhance employment opportunities and wages for workers with disabilities, or does it lead to increased unemployment. Moreover, companies stand to benefit from increased tax revenues, as reduced reliance on government benefits by their workforce can be anticipated.
Minimum Wage:
To grasp how to tackle the issue of the subminimum wage, it's important to explore the complexities surrounding the minimum wage. In David Neumark's work on the impact of minimum wage changes, he delves into the intricate theoretical arguments put forth both in favor of and against raising the minimum wage (Neumark 2018). The conventional economic model depicts a competitive labor market, with an upward-sloping labor supply curve and a downward-sloping labor demand curve. Here, there is a decrease in the equilibrium level of labor. A decrease in labor supply means that the supply curve shifts left. Yet, Neumark explains that other experts argue that this traditional model is flawed. They suggest the presence of labor market monopsony, wherein employers have wage-setting power, which challenges the assumption of perfect labor market competition. These discussions underline the complexity of the relationship between minimum wage policies and labor market dynamics, emphasizing the need for a more in-depth examination of all relevant factors and empirical evidence when shaping labor policies.
Additionally, Card and Krueger's influential research (Card and Krueger 1994) examines the relationship between minimum wage increases and employment using regression models and a difference-in-differences approach. Their study, which focused on New Jersey raising its minimum wage from $4.25 to $5.05 per hour in 1992, revealed unexpected results. Contrary to conventional economic theories, employment in the fast-food industry increased slightly in New Jersey compared to Pennsylvania, which did not raise its minimum wage. This led Card and Krueger to conclude that minimum wage increases might enhance worker productivity and reduce employee turnover, offsetting any adverse employment effects. The study challenged traditional economic models' predictions, sparking a debate among economists about the minimum wage's impact on employment. This discussion echoes Neumark's ideas, highlighting the notion that labor markets may not adhere to perfect competition and that the minimum wage's effect depends on various factors, including the existence of labor market monopsony.
Subminimum Wage:
While considerable research has explored the implications of increasing the minimum wage, there has been less scrutiny of the subminimum wage and its broader economic impact. This has led to a contentious debate regarding the subminimum wage's place in labor policies. Critics argue that the subminimum wage is unethical and should be abolished unequivocally. However, some contend that certain factors make an outright elimination less desirable as they believe higher wages lead to reduced hours or jobs cuts. A previous study identified only 1.4 percentage point increase in poverty rates associated with the states that have a subminimum wage (Maroto and Pettinicchio 2022). This research also highlighted starkly high poverty rates among individuals with disabilities, particularly those with cognitive disabilities. Interestingly, full-time students and youth appeared to benefit from the subminimum wage, as it led to slightly reduced poverty rates. As individuals age and rely on a stable income to cover living expenses, the challenges become more apparent. Nevertheless, data limitations and the reliance on cross-sectional data suggest that the subminimum wage's precise impact is not fully understood. It is evident from this research that there are both negative and positive associations with subminimum wage labor, necessitating broader policy reforms for individuals with disabilities (Maroto and Pettinicchio 2022).
A standard economic model shows that as labor becomes more expensive, employers will hire fewer workers. This shows that an increase in wages leads to a decrease in employment. Additional research aims to provide an understanding of how tipped wages influence employment rates in the restaurant industry, particularly distinguishing between full-service and limited-service workers (Neumark and Yen 2020). Their conclusion suggests that, on average, tipped restaurant workers do not experience benefits from increases in the tipped minimum wage. This study falls short in providing comprehensive insights into the circumstances of individuals with disabilities and the subminimum wage but offers insights into how workers and employers respond to wages that are below the minimum wage. Thus, a question is raised on whether eliminating the subminimum wage would have similar effects, given the other complications and employment barriers for individuals with disabilities. 
Welfare Assistance:
Supplemental Security Income (SSI) is a key federal assistance program aimed at supporting individuals with disabilities. Payments are contingent on factors like income, resources, and living situations, with a federal benefit rate of $914 for individuals and $1,371 for couples. States may supplement these benefits as needed. SSI payments undergo reductions, decreasing by $1 for every $2 earned through work and $1 for every $1 received from non-work sources like disability benefits, unemployment payments, or pensions (Center on Budget and Policy Priorities 2011).
The interplay between SSI benefits and other forms of assistance significantly influences individuals' choices. Some may choose SSI for its substantial support, impacting decisions if the subminimum wage is eliminated in a specific state. Concerns arise about the fear of losing benefits as income rises potentially discouraging workforce participation. Addressing this challenge requires critical adjustments, such as raising asset limits for SSI recipients upon eliminating the subminimum wage. This would enhance economic security for individuals with disabilities, removing a significant barrier to workforce participation (Goodman-Bacon and Schmidt 2020).
Changes that raise the income threshold for SSI phase-out can motivate individuals to strive for higher earnings. The elimination of the subminimum wage would provide individuals with disabilities the opportunity to earn more without fearing loss of SSI benefits. This positive change could have a cascading effect on households by increasing overall family income and potentially reducing reliance on government support (Deshpande 2016).
Yelowitz's study emphasizes Medicaid’s role in the growth of the SSI-disabled program, indicating that separate healthcare access can reduce the need for SSI enrollment for medical coverage. The elimination of the subminimum wage aligns with this, offering better job prospects with adequate health insurance benefits, making SSI less essential and promoting self-sufficiency (Yelowitz 1998).
The elimination of the subminimum wage could alleviate concerns about financial stability, allowing individuals the freedom to pursue employment with greater confidence (Neumark and Powers 2000). The SSI Savings Penalty Elimination Act (S.4102) was introduced in 2023 with the intent to adjust asset limits, allowing SSI recipients to maintain up to $10,000 for individuals and $20,000 for married couples in assets, with adjustments for inflation (Congress.gov). This would be a major increase compared to the current $2,000 for an individual and $3,000 for a married couple, which could potentially encourage individuals with disabilities to get higher paying jobs and work more hours. The current levels have been in effect for a long time, losing buying power due to inflation. This may complement eliminating the subminimum wage and will make for an important independent variable to examine in this paper.
Data:
In my research, I compiled data from four distinct sources to construct a comprehensive dataset for analysis. The primary data source was IPUMS (Integrated Public Use Microdata Series), providing individual-level census data. To ensure its relevance to my research objectives, I aggregated the data by each state from the years 2008-2021, which is consistent among all my data sets. This sample size is crucial for capturing a holistic view on how the subminimum wage impacts individuals with cognitive disabilities and understanding the outcomes in states that have eliminated the ability for employers to pay this subminimum wage.
In conjunction with IPUMS, I integrated this dataset with three additional valuable sources. All these data sets had data available from the years 2008 to 2021 in all 50 states. The first supplementary source was the National Welfare Data obtained from The University of Kentucky Gratton College of Business and Economics, which furnished crucial information related to welfare programs, further enhancing the depth of my analysis. The second source, provided by Dr. Evan William at the University of Miami Ohio, included state-level data on wage rates (Even and Macpherson 2014).
Finally, information from the Kaiser Family Foundation (KFF) was added. The KFF's State Medicaid Fact Sheets, particularly the data on SSI beneficiaries as a percentage of the population, offered valuable insights. This data was gathered from the SSI Annual Statistical Report and categorized by each state. It provided a historical lens through which the dynamics of SSI recipients' economic circumstances could be examined. By incorporating these external datasets, the research benefits from a robust foundation, drawing on both primary and secondary data to explore the multifaceted relationships between wages, policy changes, and the socioeconomic outcomes of SSI recipients.
Table 1: Summary Statistics:
	
	(1)
	(2)
	(3)
	(4)
	(5)

	VARIABLES
	N
	mean
	sd
	min
	max

	
	
	
	
	
	

	Year
	700
	2015
	4.034
	2008
	2021

	Poverty
	700
	27.28
	4.044
	14.61
	38.46

	Employment Rate
	700
	16.46
	3.686
	8.513
	29.29

	Min Wage
	700
	7.927
	1.331
	5.850
	14

	Tipped Min
	700
	4.070
	2.482
	2.130
	14

	LFPR
	700
	55.42
	1.659
	49.49
	59.32

	Race White
	700
	78.90
	13.31
	22.09
	96.57

	Race Black
	700
	8.434
	8.374
	0.197
	37.57

	Race Asian
	700
	3.995
	6.881
	0.377
	50.45

	Race Other
	700
	8.667
	7.916
	1.726
	48.72

	Cognitive Disability
	700
	5.981
	1.046
	3.721
	9.073

	Gender
	700
	48.55
	1.097
	46.31
	53.82

	Ages 18 - 25
	700
	12.44
	1.228
	9.764
	17.66

	Ages 26 - 44 
	700
	27.94
	2.422
	22.05
	36.32

	Ages 45 - 64
	700
	35.77
	2.183
	28.54
	42.56

	Ages 65+
	700
	23.85
	3.349
	11.40
	33.97

	Sub Min Outlawed
	700
	0.0314
	0.175
	0
	1

	Min Wage Sq
	700
	64.60
	24.29
	34.22
	196

	Tipped Min Sq
	700
	22.72
	29.51
	4.537
	196

	SSI
	700
	33.57
	8.34
	14.14
	58.88

	
	
	
	
	
	


Notes:
Poverty = Percentage of individuals with cognitive disabilities below the poverty level 
LFPR = Labor Force Participation Rate for the percentage of individuals with cognitive disabilities in a given state & year
Min Wage = Minimum Wage measured in dollars in a given state & year
Tipped Min = Tipped Minimum Wage measured in dollars in a given state & year
Employment Rate = Employment Rate for the percentage of individuals with cognitive disabilities in a given state & year
Race White = Measured in percentages in a given state & year
Race Black = Measured in percentages in a given state & year
Race Asian = Measured in percentages in a given state & year
Race Other = Measured in percentages in a given state & year
Cognitive Disability = Percentage of individuals with cognitive disabilities in a given state & year
Gender = Percentage of Males in a given state & year
Ages 18 - 25 = Measured in percentages in a given state & year
Ages 26 - 44 = Measured in percentages of a specific states population 
Ages 45 - 64 = Measured in percentages of a specific states population 
Ages 65+ = Measured in percentages of a specific states population 
Sub Min Outlawed = Dummy Variable = 1 if a state outlawed the subminimum wage in a given state & year
Min Wage Sq = Squared term for Min Wage
Tipped Min Sq = Squared term for Tipped Min Wage
SSI = Percentage of individuals with cognitive disabilities enrolled in SSI in a given state & year

Empirical Strategy: 
To investigate the relationship between the subminimum wage and state spending on benefits, a linear regression model was employed, controlling for state and year fixed effects. The inclusion of these fixed effects is critical in capturing the variations among states, helping to isolate control variables and mitigate the risk of omitted variable bias. This involved an examination employing state and year fixed effects to discern changes between states that prohibited the subminimum wage and those that did not. The regression equation used for this analysis is notated as follows:
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The overarching goal is to discern whether states with a subminimum wage indeed exhibit higher spending on benefits. Subminimum wage is a binary variable where states that outlawed it are equal to one and states that still have a subminimum wage equal zero.
Table 2: Regression Analysis on SSI
	
	(1)
	(2)

	VARIABLES
	Single
	Multiple

	
	
	

	Sub Min Outlawed
	-0.076**
	0.9815

	 
	(0.918)
	(0.154)

	Cognitive Disability
	
	-4.745***

	 
	
	(0.000)

	Ages 18 - 25
	
	-0.3097

	 
	
	(0.0308)

	Ages 26 - 44
	
	-0.2460

	 
	
	(0.268)

	Ages 45 - 64
	
	-0.3009

	 
	
	(0.209)

	Gender
	
	-0.3175

	 
	
	(0.397)

	Race White
	
	0.0248

	 
	
	(0.709)

	Race Black
	
	0.2636

	 
	
	(0.112)

	Race Asian
	
	-0.6452

	
	
	(0.410)

	Constant
	48.111***
	110.505***

	
	(0.000)
	(0.000)

	
	
	

	Observations
	700
	700

	R-squared
	0.961
	0.977

	State FE
	YES
	YES

	Year FE
	YES
	YES


Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

In the initial equation, a straightforward regression focused on the singular variable of the subminimum wage and its influence on the percentage of SSI recipients in a given state and year. Despite a high negative coefficient in the first model, it had a low R-squared demonstrating that it does not explain why there would be change in SSI enrollees. However, the second model aimed for a more comprehensive understanding. Additional controls were introduced, encompassing three of the four age groups (excluding 65+), three highest percentages of racial categories (white, black, and Asian), their gender, and what percent of the population had cognitive disabilities. This was a stronger model where the coefficient, though small, indicated a 0.98 percentage point increase in the number of individuals on SSI in states that outlawed the subminimum wage. The outcome demonstrates that, when considering age and race factors, the elimination of the subminimum wage leads to a 0.98 percentage point increase and a 2.92% increase overall in SSI enrollees for the states that eliminated the subminimum wage. This is a minimal impact but emphasizes the need for further investigation into the intricate dynamics influencing SSI enrollment as wages are increasing, influencing individuals’ behavior.













Figure 1:
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In line with the study by Card and Krueger (1994), a model mirroring their approach was incorporated into the analysis. Maryland, an early adopter in eliminating the subminimum wage in 2016, stands in contrast to Delaware, a state still permitting employers to pay subminimum wages. Employing a difference-in-differences (DiD) methodology, this regression seeks to quantify the impact of eliminating the subminimum wage on SSI recipients in these two distinct states, while carefully controlling for inherent differences between them.
To complement these regression findings, a two-way graph was generated. This graphical representation serves to vividly illustrate the lack of substantial changes in SSI enrollment over the pre-and post-treatment periods in both Maryland and Delaware. This visual reinforcement adds a layer of clarity to the statistical results, further showing the impact of subminimum wage policies on SSI recipients in different states.
Next, a series of regression equations are added to measure the impact of wages for people with disabilities on labor force participation. Given the complexity of this relationship, an additional consideration is made for the potential nonlinear nature of this impact. The equation may take the form:
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The examination of how wages influence the labor force participation of individuals with cognitive disabilities involves a series of five regressions, each dissecting specific facets of wage policies. The initial trio of regressions isolates the effects of the subminimum wage, the minimum wage, and the tipped minimum wage on labor force participation. Notably, the analysis includes a squared term for the minimum wage and tipped minimum wage, accounting for the possibility that individuals with disabilities might alter their work behavior to safeguard benefits like SSI.
Table 3: Regression Analysis on LFPR
	
	(1)
	(2)
	(3)
	(4)
	(5)

	VARIABLES
	Single
	Single
	Single
	Multiple
	Multiple

	
	
	
	
	
	

	Min Wage
	
	-0.142
	
	-0.117
	

	
	
	(0.182)
	
	(0.170)
	

	Min Wage Sq
	
	0.00913
	
	0.00633
	

	 
	
	(0.00931)
	
	(0.00877)
	

	Sub Min Outlawed
	0.283***
	
	
	0.175*
	0.174*

	
	(0.0854)
	
	
	(0.0995)
	(0.0921)

	Ages 18 - 25
	
	
	
	-0.0226
	-0.00919

	 
	
	
	
	(0.0392)
	(0.0381)

	Ages 26 - 44
	
	
	
	-0.0847**
	-0.0875***

	 
	
	
	
	(0.0339)
	(0.0324)

	Ages 45 - 64
	
	
	
	-0.0684**
	-0.0698**

	 
	
	
	
	(0.0311)
	(0.0312)

	Gender
	
	
	
	0.0233
	0.0316

	 
	
	
	
	(0.0595)
	(0.0591)

	Race White
	
	
	
	-0.00604
	-0.00461

	 
	
	
	
	(0.00730)
	(0.00728)

	Race Black
	
	
	
	0.110***
	0.110***

	 
	
	
	
	(0.0309)
	(0.0303)

	Race Asian
	
	
	
	0.0541*
	0.0546*

	
	
	
	
	(0.0293)
	(0.0280)

	Tipped Min 
	
	
	-0.0730
	
	-0.106

	 
	
	
	(0.128)
	
	(0.109)

	Tipped Min Sq
	
	
	0.00722
	
	0.00766

	
	
	
	(0.00768)
	
	(0.00676)

	Constant
	6.970***
	7.504***
	7.096***
	9.540**
	8.732**

	
	(0.0393)
	(0.777)
	(0.225)
	(4.119)
	(3.953)

	
	
	
	
	
	

	Observations
	700
	700
	700
	700
	700

	R-squared
	0.936
	0.936
	0.936
	0.942
	0.943

	State FE
	YES
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES
	YES


Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

The findings from these initial equations offer intriguing insights - outlawing the subminimum wage emerges as a factor associated with increased labor force participation among individuals with cognitive disabilities. Additionally, although the squared term for the minimum wage lacks statistical significance, it hints at a trend where higher wages might indeed motivate individuals in this demographic to drop from the workforce to maintain their government assistance. 
Subsequent regressions introduce a more intricate model, integrating controls from the previous analysis. In models 4 and 5, neither the subminimum wage nor the squared term for the minimum wage emerges as statistically significant. This outcome leads to the conclusion that, given the data and the conducted regressions, there appears to be a positive impact of eliminating the subminimum wage on the labor force participation rates among individuals with cognitive disabilities at about 0.175 percentage points and 0.31% increase with the elimination of the subminimum wage. The results show a small, significant impact. This analysis underscores the complexity of factors influencing labor force decisions in this demographic, emphasizing the importance of considering various elements beyond wage policies in understanding workforce dynamics for individuals with cognitive disabilities. The full employment picture would not be complete without also using employment rates as a dependent variable. This test was run the same way as the labor force participation model with the following single regressions noted below:
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Table 4: Regression Analysis on Employment Rates
	
	(1)
	(2)
	(3)
	(4)
	(5)

	VARIABLES
	Single
	Single
	Single
	Multiple
	Multiple

	
	
	
	
	
	

	Min Wage
	
	0.366
	
	0.309
	

	
	
	(0.642)
	
	(0.679)
	

	Min Wage Sq
	
	-0.0219
	
	-0.0161
	

	 
	
	(0.0334)
	
	(0.0376)
	

	Sub Min Outlawed
	-0.307
	
	
	-0.0928
	-0.0947

	
	(0.504)
	
	
	(0.538)
	(0.551)

	Ages 18 - 25
	
	
	
	0.523*
	0.534*

	 
	
	
	
	(0.277)
	(0.274)

	Ages 26 - 44
	
	
	
	0.254*
	0.251*

	 
	
	
	
	(0.136)
	(0.133)

	Ages 45 - 64
	
	
	
	0.387**
	0.384**

	 
	
	
	
	(0.167)
	(0.167)

	Gender
	
	
	
	-0.335
	-0.307

	 
	
	
	
	(0.321)
	(0.321)

	Race White
	
	
	
	0.0602
	0.0644

	 
	
	
	
	(0.0622)
	(0.0607)

	Race Black
	
	
	
	0.270
	0.284

	 
	
	
	
	(0.182)
	(0.180)

	Race Asian
	
	
	
	-0.0667
	-0.0998

	
	
	
	
	(0.228)
	(0.260)

	Tipped Min 
	
	
	-0.393
	
	-0.440

	 
	
	
	(0.348)
	
	(0.394)

	Tipped Min Sq
	
	
	0.0177
	
	0.0256

	
	
	
	(0.0160)
	
	(0.0207)

	Constant
	14.07***
	12.62***
	14.74***
	-10.20
	-10.02

	
	(0.222)
	(2.718)
	(0.551)
	(18.00)
	(17.95)

	
	
	
	
	
	

	Observations
	700
	700
	700
	700
	700

	R-squared
	0.849
	0.849
	0.850
	0.855
	0.856

	State FE
	YES
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES
	YES


Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
When introducing controls in Models 4 and 5, a noteworthy observation emerges—there is a subtle negative impact on employment in states that have outlawed the subminimum wage. Although these findings lack statistical significance and only show a decrease by 0.09 percentage points, the intriguing aspect lies in the contrast with the labor force participation results under the same parameters. 
While the labor force participation rate indicates a positive trend, signifying increased willingness or inclination to participate in the workforce, the marginal decrease in employment appears counterintuitive. This incongruence prompts a closer examination of potential underlying factors. It could be indicative of shifts in employment patterns, such as individuals actively seeking employment but facing challenges in securing employment when employers are required to pay more. Additionally, the nuanced effects may be influenced by various contextual factors, regional dynamics, or industry-specific considerations.
Extending our examination beyond employment rates, the analysis incorporates the same set of controls to assess their impact on poverty rates among individuals with cognitive disabilities. By employing a consistent framework, we aim to draw connections between the factors influencing employment and their subsequent implications for poverty. This approach facilitates a holistic understanding of the challenges faced by this specific demographic and allows for a nuanced exploration of how variables such as labor force participation, income levels, and other relevant factors contribute to poverty dynamics.
The study's findings offer intriguing insights. The observed rise in the labor force participation rate suggests a positive correlation with increasing wages, indicating that individuals are opting to enter or remain in the workforce. This trend implies that a significant portion of the population is willing to engage in substantial employment, even at the potential cost of losing government benefits.
Conversely, the decline in employment rates is just the opposite. Despite the uptick in the labor force participation rate, the elimination of the subminimum wage appears to result in an overall reduction in the total working population. This counterintuitive outcome suggests that, for the majority, the challenge of securing and retaining employment intensifies when employers are required to pay higher wages. This underscores the potential difficulty in finding and sustaining employment opportunities.
Furthermore, the decrease in employment rates implies that individuals, particularly those who work sporadically or for limited hours, may exhaust their government support more rapidly. This makes engaging in 'leisure' activities comparatively more cost-effective in economic terms. Overall, these findings reveal a complex landscape that necessitates a comprehensive understanding of the factors influencing workforce decisions.
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Table 5: Regression Analysis on Poverty Rates
	
	(1)
	(2)
	(3)
	(4)

	VARIABLES
	Single
	Single
	Single
	Multiple

	
	
	
	
	

	Min Wage
	
	0.460
	
	0.398

	 
	
	(0.686)
	
	(0.772)

	Min Wage Sq
	
	-0.0193
	
	-0.0224

	 
	
	(0.0349)
	
	(0.0395)

	Sub Min Outlawed
	0.771**
	
	
	0.655*

	 
	(0.356)
	
	
	(0.389)

	Ages 18 - 25
	
	
	
	-0.181

	 
	
	
	
	(0.185)

	Ages 26 - 44
	
	
	
	0.268**

	 
	
	
	
	(0.111)

	Ages 45 - 64
	
	
	
	-0.00205

	 
	
	
	
	(0.139)

	Gender
	
	
	
	-0.399

	 
	
	
	
	(0.284)

	Race White
	
	
	
	-0.0189

	 
	
	
	
	(0.0391)

	Race Black
	
	
	
	0.173

	 
	
	
	
	(0.137)

	Race Asian
	
	
	
	0.0750

	 
	
	
	
	(0.230)

	Tipped Min
	
	
	-0.358
	

	 
	
	
	(0.295)
	

	Tipped Min Sq
	
	
	0.0234
	

	
	
	
	(0.0186)
	

	Constant
	27.52***
	25.42***
	28.12***
	36.55**

	
	(0.281)
	(2.919)
	(0.527)
	(18.10)

	
	
	
	
	

	Observations
	700
	700
	700
	700

	R-squared
	0.805
	0.805
	0.805
	0.808

	State FE
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES


Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Initially, simple regressions examine the effects of the subminimum wage, the minimum wage, and the tipped minimum wage, integrating squared terms for the latter two. The spotlight here is on households existing at or below the poverty line. A positive p-value emerges, signifying statistical significance. However, the coefficient is once again quite small, explaining that the states that outlawed the subminimum wage saw 0.66 percentage point increase in poverty rates. There may be potential bias without further controls. The findings suggest that eliminating the subminimum wage may contribute to a small increase in poverty rates, similar to what was found in the research done by Allegretto on Tipped Wages discussed in the section on Wage Complexities earlier in this paper (Allegretto 2014). 
Conclusion:
This study examined the social-economic and impact of the subminimum wage involving workers exclusively with cognitive disabilities. The findings of this study conclude the intricate dynamics surrounding the subminimum wage and its impact on state spending on benefits, SSI enrollment, labor force participation among individuals with disabilities, and poverty rates. The utilization of linear regression models, enriched with state and year fixed effects, ensures a meticulous examination while controlling for the inherent variations among states. Additionally, these findings underscore a crucial consideration: the potential impact on individuals with disabilities in response to overpayment notifications, particularly in the context of increased wages. 
Policy Recommendation:
Eliminating the subminimum wage necessitates a policy shift that empowers individuals with disabilities to optimize their benefits. It is crucial to note that this is not a one-size-fits-all model, and policymakers must be attuned to this reality. Given my findings, policy makers may want to consider expanding on the Earned Income Tax Credit (EITC) by creating a distinct category specifically for people with disabilities, expanding the Work Opportunity Tax Credit (WOTC) for employers hiring individuals with disabilities and advocating for an increase in asset limits when receiving benefits and increasing asset limits for SSI recipients.
The proposed EITC for people with disabilities serves as a compelling incentive for labor force participation, ensuring individuals don't jeopardize crucial benefits when entering or remaining in the workforce. The EITC currently is a program that is a tax credit for workers with low family earned income. Its progressive structure provides higher support to those with lower incomes, promoting equity and addressing the needs of the most financially vulnerable. A portion of the EITC is designed to cover additional disability-related expenses, such as healthcare and caregiver costs (Luce, Luff, McCartin, and Milkman 2014). 
The WOTC is designed as a tax incentive to encourage employers to hire workers with disabilities (“Work Opportunity Tax Credit” n.d.). By expanding on this policy, officials would aim to reduce biases in the hiring process, embracing a diverse range of individuals with different disabilities. To bolster these initiatives, additional funds would be allocated to workforce development programs, subsidizing employer costs related to accommodating workers with disabilities and increasing wages for support roles, including job coaches, nurses, and direct care workers (Luce, Luff, McCartin, and Milkman 2014).
Many workers, especially those with disabilities, often find themselves in part-time employment because they fear losing eligibility for crucial government assistance programs. Income and asset limits associated with these programs make transitioning to full-time employment challenging without risking the loss of vital support. Consequently, part-time workers face barriers to enjoying the same job-related benefits as their full-time counterparts, perpetuating income inequality and hindering opportunities for career growth and financial stability. 
The rationale is to create an inclusive labor market that encourages individuals with disabilities to participate without the fear of losing essential benefits. By providing financial support, encouraging employers to hire individuals with disabilities, eliminating the subminimum wage, and investing in workforce development programs, this policy fosters a more equitable and supportive work environment.
The expected outcomes are numerous. The EITC and enhanced WOTC are anticipated to increase labor force participation among individuals with disabilities, reducing their reliance on public support programs. This is expected to lead to improved financial security, reduced poverty rates, and a more inclusive workplace culture. The elimination of the subminimum wage ensures fair wages for individuals with disabilities and promotes economic equity.
Reimagining the government's role in the workforce for individuals with cognitive disabilities by eliminating the subminimum wage and instituting a higher minimum wage holds the potential for positive externalities. The proposed strategy involves not only eliminating the subminimum wage but also introducing measures such as providing subsidies to employers and increasing asset limits. This approach not only enhances the well-being of people with cognitive disabilities but also contributes to a broader positive impact on the workforce and the welfare system. By eliminating the subminimum wage, individuals with disabilities can benefit from fair compensation, fostering increased financial independence and job satisfaction.
Moreover, the implementation of subsidies for employers and higher asset limits serves as a catalyst for greater workforce participation among individuals with disabilities. As more individuals with disabilities secure meaningful employment, they become active contributors to the economy, resulting in a larger pool of taxpayers. The increased tax revenue, generated from a growing workforce, strengthens the welfare system, creating a self-sustaining cycle of support for those with work-limiting disabilities. This redefined government intervention not only prioritizes the well-being of individuals with cognitive disabilities but also establishes a framework for a more inclusive and economically vibrant society, where the positive externalities extend beyond immediate beneficiaries to benefit the broader workforce and welfare infrastructure.
Final Statement:
In synthesizing these findings, it is evident that the subminimum wage is intertwined with complex social dynamics, and its elimination can have varying impacts across different domains. This study contributes valuable insights to the ongoing discourse on wage policies for individuals with disabilities, emphasizing the need for nuanced, comprehensive approaches in crafting policies that foster economic equity and inclusivity. Through financial incentives for workers and employers, the elimination of the subminimum wage, investment in workforce development, and the elevation of asset limits, this policy shift seeks to enhance economic opportunities, mitigate disparities, and cultivate a world that aligns with both moral and economic principles.
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