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Abstract
This study investigated the cost-trends of supported and sheltered employees with
mental retardation as they completed one “employment cycle” (i.e., from the point they
entered their programs to the point when they changed their jobs, left their program, or
otherwise stopped receiving services). Data indicate that the cumulative costs generated
by supported employees are much lower than the cumulative costs generated by sheltered
employees ($6,618 versus $19,388). Further the cost-trend of supported employees was
downward while the cost-trend of sheltered employees was slightly upward, indicating
that the costs of supported employment decline over time while those of sheltered
workshops increase.
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The Cost-Trends of Supported Employment Versus Sheltered Employment

Throughout the vocational rehabilitation literature, many authors have claimed
that supported employment is a better investment for taxpayers than sheltered workshops
[cf. 3,4,11,12,16-20,22]. These assertions are corroborated by wealth of data from over
twenty cost-effectiveness and cost-efficiency studies completed since the early 1980s
[5,7,13]. In general, these studies have found that over time supported employment
generates fewer costs than do sheltered workshops.
However, the longitudinal projections arrived at by many of these studies are
often based upon the premise that the costs of supported employment decreases over time
while the costs of sheltered workshops remain constant [9,20,21]. Intuitively, this
premise makes sense. After all, as a job coach begins to fade from a worksite, the cost of
services that that job coach provide will also decrease. Thus, it is very possible that, if a
supported employee becomes completely independent from job coach intervention and
supervision, the programmatic costs generated by that supported employee will be close
to zero.
Sheltered employees, on the other hand, tend to be supervised constantly [2,23].
Further, for every billable unit of time a sheltered employee is being supervised,
supervisors are able to charge funding sources for their services [6,8]. Therefore,
sheltered employees cannot remain in the workshop without generating at least some
costs. In fact, the costs generated by sheltered employees should remain relatively
constant from the first day in their program to the last, if the number of hours they work
in the workshop also remains constant.
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Although this premise seems logically sound, it has not been verified by actual
data. In fact, of the more than twenty studies that have examined the costs of supported
employment and sheltered workshops, none have demonstrated that the costs generated
by individual supported employees decrease throughout their tenure while the costs
generated by sheltered employees remain constant. If these cost-trends do not exist, the
projected longitudinal analyses presented by other authors [cf. 6,20] are not accurate.
Moreover, if these projections are not accurate, it may be that supported employment
isn’t the best investment in the long-term for taxpayers after all.
The purpose of the present study is to explore the cost-trends of a group of
supported employees and sheltered employees as they complete one “employment cycle”
(i.e., from in-take to leaving their program, changing jobs within the community, or
otherwise stopped receiving services). Specifically, this study attempts to determine
whether the costs generated by supported employees with mental retardation decrease
over time while the costs generated by sheltered employees with the same condition
remain constant. Implications and future areas of research will also be discussed.
Methods
Participant Selection
Four adult services agencies that provide both supported and sheltered
employment services agreed to participate in the present study. These agencies furnished
cost data for all services received by each individual who had been enrolled in either their
supported or sheltered programs from FY 2000 to 2005.
Of the individuals on whom cost data were available, 56 supported employees and
171 sheltered employees met the following criteria: a) they had a primary diagnosis of
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mental retardation, b). their disability was classified by their VR counselors as being
“most significant” (i.e., at least three life areas were adversely affected), c). they had
gone through one complete “job cycle” (i.e., they lost/changed their job within the
community, exited their program, or otherwise stopped receiving services), and d) they
only participated in supported employment or sheltered workshops, not both at the same
time.
Individuals with mental retardation were selected for the focus of the present
study due to their prevalence within the population being served by the cooperating
agencies. There were not enough individuals with other conditions to maintain sizable
comparison groups.
Data and Data Collection
Data provided by the participating adult service agencies included: a)
demographic information on each employee (e.g., disabling condition, its severity, etc.),
and b). the total amount that the agency billed various funding sources (e.g., Vocational
Rehabilitation, Department of Mental Health, etc.) for all employment-related services
received by each employee per fiscal quarter.
Conversion of Dollar Values
Given that the value of the dollar changes over time and that a dollar’s worth of
service in FY 2000 does not equal a dollar’s worth of service in FY 2005, the costs of
services obtained for the present study had to be converted to identical monetary units
(e.g., FY 2005 dollars). This was done by multiplying the value of the services by the
consumers’ price index (CPI) of the base year (i.e., FY 2005) and then dividing the result
by the CPI of the year in which the services were originally designated [15]. For
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example, in order to covert $1,000 worth of services obtained in FY 2001, $1,000 would
be multiplied by 195.3 (i.e., FY 2005’s CPI). The result (195,300) would then be divided
by 177.1 (i.e., FY 2001’s CPI), indicating that $1,000 of FY 2001 money would be the
equivalent of $1,102.77 in FY 2005 money.
Calculation of Cost-Trends
A cost-trend analysis was created by calculating the average cost of services
received during each of the fiscal quarters that the employees participated in their
respective program. These average quarterly costs were then divided by the average total
cumulative cost of services that employees received while participating in their program,
thereby producing a percentage of the total cumulative costs that occurred during each
time period.
These calculations were conducted for both supported and sheltered employees.
The cost-trends were then compared to see whether the costs of supported employment
decrease over time while the costs of sheltered employees remain constant as suggested
in the literature [9,20,21].
Results
As can be seen by Table 1, all 56 supported employees received services for at
least one fiscal quarter. The average per capita cost of these services equaled $779.91.
Fifty-two of the 56 supported employees received services during a second fiscal quarter
for an average per capita cost of $840.10. By the 12th fiscal quarter, none of the 56
supported employees were receiving services, thus no costs were being accumulated.
(See Table 1).
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<insert Table 1 about here>

From the first fiscal quarter to the last (i.e., fiscal quarter number eleven),
supported employees generated an average per capita cumulative cost of $6,618.76.
Approximately 12% of this cumulative cost occurred during the first fiscal quarter the
supported employees received services (i.e., $779.91 divided by $6,618.76). Roughly
13% occurred in the second, 12% in the third, 9% in the forth, and so on to the last fiscal
quarter at which time 1.13% of the total cumulative costs were expended.
As can be seen in Table 2, all 171 sheltered employees received services for at
least one fiscal quarter. Further, the average per capita costs of these services equaled
$1,319.11. One-hundred and fifty-nine sheltered employees remained employed for a
second fiscal quarter. They utilized services costing an average of $1,470.89. And so
forth until the twelfth fiscal quarter when only two of the 171 sheltered employees were
still receiving services for an average per capita cost of $2,125. None of the 171
sheltered employees continued receiving services for more than twelfth fiscal quarters.
(See Table 2).

<Insert Table 2 about here>

Examined throughout their entire employment cycle, the 171 sheltered employees
obtained services averaging a cumulative cost of $19,388.04. Nearly 7% of the overall
cumulative costs were actualized in the first fiscal quarter, 7.59% in the second, 8.02% in
the third, and so forth to the twelfth quarter in which 10.96% of the cumulative costs
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were incurred. Figure 1 presents the cost-trends for both the 56 supported employees and
the 171 sheltered employees. (See Figure 1).

<Insert Figure 1 about here>

Discussion
From the data presented above, several salient points arise. The first involves the
fact that the cumulative cost of services received by supported and sheltered employees
during their employment cycle were significantly different ($6,618.76 versus
$19,388.04). To put this in perspective, for every one sheltered employee placed in
workshops, nearly three supported employees could have been funded within the
community. This finding substantiates the results made by numerous other authors who
have suggested that supported employment is a better investment for taxpayers over time
than sheltered workshops [cf. 5,7,13].
Although these general findings are not wholly new, their magnitude is. No
previous study has found such a wide disparity between the costs of sheltered and
supported employment. The apparent reason for the uniqueness is that the present study
is one of the first to examine the cumulative costs that sheltered and supported employees
generate over one complete employment cycle. Other studies conducted cost-analyses
over shorter and relatively arbitrary lengths of time [c.f., 1,12,14,16,18,22].
A second noteworthy finding is that, after an initial increase experienced during
the first three fiscal quarters, the cost-trend of supported employment was generally
downward. Specifically, during the first three fiscal quarters of receiving services,
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supported employees consumed 36.6% of their total cumulative costs. Conversely,
during their last three quarters of service, supported employees consumed only 6.6% of
their total cumulative costs. This finding corroborates suggestions made by other authors
that supported employment becomes more cost-efficient over time [9,11,12,20,21].
In comparison, the cost-trend for sheltered employees was generally upward, not
constant as some authors have theorized [6,8]. More precisely, during their first three
quarters of service, sheltered employees consumed 14.4% of their overall cumulative
costs. During their last three fiscal quarters, they consumed 27.5%. This increase in cost
suggests that sheltered employees receive more services the longer they remain in
workshops. Or, perhaps, the longer an individual remains in a sheltered workshop, the
more hours they tend to “work” and, thus, generate costs related to being supervised more
frequently. Such an interpretation is corroborated by other authors who found that the
longer an individual stays in a workshop, the less likely they will ever leave for a
community-based position [2].
With regard to supported employment’s cost-trend, periodic and sizable
fluctuations occurred. For instance, in the fifth fiscal quarter, the percentage of overall
cost increased by 2.69%. In the eighth fiscal quarter, the percentage of overall cost
increased by 3.49%. These temporary rises likely coincided with the supported
employees’ need to be periodically retrained in order to maintain their positions within
the community. Yet, even with these intermittent increases, supported employees
decreased the cost of their services by an average of 1.07% per consecutive fiscal quarter
while sheltered employees increased theirs by 0.38%. Some fluctuations also occurred in
the cost-trend for sheltered workshops. However, these amounted to an increase of little
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more than 1% (i.e., 1.15% in fiscal quarter number four and 1.19% in fiscal quarter
number eight).
Although the present study sheds an important light on a previously unexplored
cost-analysis of supported and sheltered employment programs, it contains some areas of
weakness. For instance, data were only collected on individuals whose mental
retardation was categorized as “most significant.” It is unclear whether supported and
sheltered employees with less severe mental retardation or other conditions would have
the same cost-trends. Future research will need to investigate this issue.
Further, this investigation examined only one employment cycle; that is, from the
time a person entered their program to when they left, changed jobs within the
community, or otherwise stopped receiving services. Had costs from subsequent
employment cycles (e.g., second, third, or fourth jobs within the community) been
considered, the cost-trends for supported employment might have been different than
what was presented here. It would be interesting to explore whether the cost-trends of
subsequent jobs differ from those from initial placements.
Conclusions
Over the years, much has been written about the costs of supported employment
and sheltered workshops. Many studies have based their conclusions on the premise that
the costs of supported employment decrease over time while the costs of sheltered
workshops remain constant. However, to date, there has not been a systematic analysis
of either program’s cost-trends throughout the entire time individuals receive services.
The present study investigated the cost-trends generated by supported and
sheltered employees with mental retardation during one “employment cycle”; that is,
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from the time they entered their program to when they exited, changed jobs, or no longer
required services. Data found that not only were the cumulative costs of supported
employment significantly cheaper than sheltered workshops ($6,618 compared to
$19,388, respectively), but that the costs associated with supported employment decrease
over time while the costs of sheltered workshops appear to increase slightly. Such
findings further strengthen the arguments made by other researchers regarding the
financial viability of supported employment programs for individuals with mental
retardation.
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Table 1.
The Average Cost and Percent of Overall Cumulative Costs Per Quarter for Supported
Employees
Fiscal Quarter
of Service

Average Cost
per Fiscal Quarter

Percent of Overall
Cumulative Costs

Number of Supported
Employees employed
during each quarter

1

$779.91

11.78%

56

2

$840.10

12.69%

52

3

$802.87

12.13%

47

4

$591.83

8.94%

41

5

$769.74

11.63%

39

6

$756.18

11.42%

34

7

$371.96

5.62%

23

8

$603.00

9.11%

20

9

$616.18

9.31%

17

10

$412.00

6.22%

5

11

$75.00

1.13%

1
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Table 2.
The Average Cost and Percent of Overall Cumulative Costs Per Quarter for Sheltered
Employees
Fiscal Quarter
of Service

Average Cost
per Fiscal Quarter

Percent of Overall
Cumulative Costs

Number of Sheltered
Employees employed
during each quarter

1

$1,319.11

6.80%

171

2

$1,470.89

7.59%

159

3

$1,554.82

8.02%

140

4

$1,383.87

7.14%

121

5

$1,607.34

8.29%

109

6

$1,732.31

8.93%

97

7

$1,472.76

7.60%

85

8

$1,704.13

8.79%

76

9

$1,832.92

9.45%

66

10

$1,766.50

9.11%

31

11

$1,418.39

7.32%

7

12

$2,125.00

10.96%

2
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Figure 1.
Percent of Overall Cost for Supported versus Sheltered Employees Per Fiscal Quarter of
Service
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