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. The Pohcy Impltcatrons of Nonstandard Work Arrangements

A substantial share of the workforce is in various types of temporary, contract, and part-time work

~ arrangements, and evidence suggests that the share in at least some of these arrangements is growing. This

growth has raised concern because jobs in so-called “nonstandard” arrangements often provide lower
wages, fewer benefits, and less stability than comparable standard full-time jobs. In this article, I begin by -
briefly reviewing evidence on the number of workers in nonstandard staffing arrangements and trends in
these arrangements. | then focus on some of the policy issues raised by these arrangements and trends.

The Number of Workers in Nonstandard Armngementn -

Recent supplements to the February Current Population Survey V(CPS) provide the first count of the
number of workers in a wide variety of nonstandard staffing arrangements. Table l presents the
distribution of the workforce by staffi ng arrangement in 1997. :

To avoid-double counting, the categones of employment in Table 1 were constructed to be mutua]]y
exclusive. However, some overlap among categories occurs particularly with direct-hire temporaries; a
number of on-call workers and contract company workers aré hired on a short-term basis. Taking these
workers together, 32 percent of the workers are drrect-hrre temporaries.

Independent contractors form the largest category of nonstandard workers. Collectively, agency
temporaries, on- call workers, independent contractors contract company workers, and direct-hire

‘temporaries make up. 12.5 percent of the workforce.! Another 13.6 percent are regular part-time

employees. , _ - ,

Trends in Nonstandard Work Arrangements -

Information on trends in nonstandard arrangements is sparse. According to data from Current
Employment Statistics (CES), employment in the help supply services industry, which is composed
primarily of temporary help agency workers, grew dramatically in the 1980s and 1990s. From 1982 to
1998, the share of nonfarm payroll employment in help supply services increased from 0.5 percent to 2.3
percent. The overall share of the workforce in part—trme jobs mcreased only slightly-in the 1980s and has
been stagnant in the 1990s.

Although time-series data on employment in other nonstandard work arrangements do not exist,
indirect evidence suggests that the share in these arrangements is growing. Some researchers have cited
the rapid growth in business services as evidence, on the grounds that many contract company workers
are classified in this sector. Moreover, several employer surveys provide qualitative evidence that other
types of nonstandard work arrangements have grown significantly in recent years (Abraham 1990; The

‘Conference Board 1995; Abraham and Taylor 1996; Houseman 1997).




" Table 1. Distrihﬁtioﬁ of Employment by Work Arrangement, 1997

Arrangement . Definition

As percentage

Regular full-time ¢émpl .
egular lm?f'mp Y€ not in a nonstandard work arrangement

'

of workforce
Agency temporaries Paid by a temporary-help agency 1.0
On-call or day laborers Indicated they work as an on-call or day 1.6
. o laborer .
_ Identified themselves as an independent
Independent contractors contractor, independent consult ant, or 6.7
) freelancer
: : * Work for company that centracts out their
Contract company workers ser vices, work at the client’s site, and 0.6
* primarily work for one client
) . Job is temporary or they cannot stay as
Other direct-hire temporaries long as they wish for economic reasons and - 2.6
are not classified in any of above categories
Other self-employed Self-employed workers who are not indepen 5.1
dent contractors :
Work fewer than 35 hours per week and are .
Regular part-time employees not in another nonstandard work 13.6
i arrangement
Work 35 or more hours per week and are 68.8

ASource Author’s tabulations from the February 1997 CPS Supplement on Contmgent and Altematlve Work

Arrangements

~ Policy Issues

Recent studies, many of which are based on the Contingent and Alternative Work Arrangement
Supplements to the CPS, have provided much new evidence on the implications of these staffing
arrangements for workers. At the same time, new employer Surveys have provided information on why
businesses use—and have been increasing their use of—nonstandard work arrangements Together, this

information helps clarlfy 1mportant policy issues.’




Job security

The popular impression that workers in nonstandard arrangements have less job security is largely
supported by recent evidence. Although independent contractors do not have less job security, on
average, than regular full-time workers, those who are agency temporaries, on-call workers, direct-hire
‘temporaries, contract company workers, and regular part-time employees are more likely to switch
employers, become unemployed, or involuntarily drop out of the labor force. ' ‘

These findings are consistent with evidence from employer surveys showing that firms traditionally
have used all types of nonstandard work arrangements to accommodate fluctuations in their workload or
to fill in for absences or vacancies in their regular staff. Some evidence also suggests that firms are
increasing their use of temporary help and other nonstandard arrangements in order to increase their
workforce flexibility. Arguably, firms have come under greater competitive pressure to reduce labor
costs and, in response, increasingly have adopted a "just-in-time" workforce staffing strategy. Instead of
overstaffing to accommodate employee absences or fluctuations in product demand, firms use various
nonstandard arrangements to meet changes in their day-to-day staffing needs.

The low attachment between workers and firms implicit in many of these arrangements presents
several problems for workers. For instance, many such workers are ineligible to receive unemployment
insurance because they do not meet the minimum hours or earnings threshold with a particular employer
within a base period. Some have proposed that states relax the eligibility requirements to make
unemployment insurance more accessible to those in temporary assignments or with low hours.

~ Similarly, under current federal pension regulations, workers who frequently change jobs have
difficulty qualifying for employer retirement plans. There is widespread support in Congress and the
administration for i 1ncreas1ng pens1on portablllty, which would 11ke1y hélp many in nonstandard work
arrangements.

A related concem is that without strong attachments to employers, workers in nonstandard
arrangements will not receive the training they need to keep abreaét of technological developments and to
~ secure good jobs in the future. There has been little research on this issue; we need to identify any such
shortfalls in training and also private and public strategies for addressing the problem

Benefits

A lack of benefits is a problem for workers in all nonstandard arrangements. These workers are much
less likely than regular full-time workers to have health insurance or a retirement plan through their
employerCor from any other sourceCeven after controlling for worker and job characteristics.

In fact, evidence from employer surveys suggests that savings on benefit costs is often one reason
employers use nonstandard work arrangements. Although no law requires employers to offer workers
benefits like health insurance and retirement plans, if employers choose to offer these benefits, the
Employee Retirement Income Security Act of 1974 (ERISA) and nondiscrimination clauses in the IRS
tax code require that employers provide these benefits to a broad group of its workers. However,
employers may circumvent benefits regulations by hiring on-call, temporary, or low-hour part-time
workers, who often are not covered under the laws. In addition, restrictions on benefit plans do not apply
to independent contractors, who are self—employed or to agency temporaries and contract company
workers, who.are deemed another company’s employees.




These benefits issues are receiving considerable attention in Congress and are currently being studied
by a task force within the Department of Labor. Several types of policy strategies to increase benefits
among workers in nonstandard arrangements have been discussed. One is to expand current benefits
regulations to cover more workers in temporary and part-time positions. Legislation proposed in
Massachusetts would go so far as to bar employers from discriminating on the basis of employment
arrangements when determining-wages and benefits. Any adverse effects on employment from such
expanded regulatlon would need to be studied. :

A-second approach is to provide employers with positive incentives to offer benefits to workers in
nonstandard arrangements or to eliminate existing barriers to their coverage. Current leglslatlon before
. Congress that would increase pension portability is an example of such a pohcy

A third approach. is to increase enforcement of ex1st1ng laws governing beneﬁts. Allegedly, many
employers misclassify workers into nonstandard arrangements to avoid providing these workers benefits
or to evade other labor standards and employment taxes. The problem of misclassifying employees as
independent contractors is particularly serious, although the IRS has tried to crack down on this practice
in recent years. Increasing the penalties to employers and remedies to employees f for such
mlsclassnﬁcatlon would also encourage employers to comply with the laws.

Labor standards

Like laws regulating benefits, other employment, labor, and related tax laws often set hours or
earnings thresholds that exclude many part-time, on-call, and temporary workers from coverage. Such
thresholds are usually defended on the grounds that the excluded workers demonstrate insufficient
attachment to the workforce or that without such exclusions the laws would impose undue costs on
businesses. However, the widespread and growing use of workers in nonstandard arrangements raises
questions about whether current thresholds are too high and whether protecnon of these workers is
adequate. :

Moreover, coverage of workers in nonstandard arrangements is simply unclear in many instances. For
example, because independent contractors are not employees, they are not covered by any employment or
labor laws. However, whether an individual may be legally classified as an independent contractor is
often unclear, resulting in many disputes over status that are resolved on a case-by-case basis by the
courts. Adding to the confusion, the criteria used to classify individuals as independent contractors may
vary from statute to statute; an individual may be an independent contractor under certain statutes but an
employee under others. .

Similar issues arise when firms use workers from staffing agencies. Although these workers are
" usually regarded as employees of the staffing company, in some cases the client company may be
cons:dered a "joint employer" and thus have obligations to workers under certain laws.

Concern that some employers use independent contractors or staffing firms to avoid benefits and other
labor standards has prompted Congress, the IRS, and some states to clarify laws and curb such abuse in a
few circumstances. However, many issues related to who is an employee and who is the
employerCwhich get to the core question of which workers are covered by these laws and which

employers are liable for their coverageCremain unresolved and are still being decided by the courts.

In its 1996 report, the Commission on the Future of Worker-Management Relations recommended




simplifying and standardizing the definition of "employee" and "employer" in employment, labor, and
tax law to reduce confusion and to eliminate perverse incentives that encourage employers to use
nonstandard work arrangements to circumvent the laws. Congress and the administration have yet to act
on this recommendation. ‘

;o

Should Government Promote Temporary-Help Employment?

Although nonstandard work arrangements are often associated with low wages, few benefits, or little
job security, it would be misleading to suggest that these arrangements are always, or even usually, bad
for workers. Many in such arrangements, including the overwhelming majority of part-time workers and
independent contractors, prefer their arrangement. And while agency temporaries express the least
satisfaction with their work arrangement (over two- thirds would prefer a regular job, according to CPS
data), employer survey data show that companies often use temporary-help agencies to screen workers for
permanent positions. To the extent that this practice results in: better job matc hes, both workers and firms
stand to benefit.

Under the presumption that temporary-help agencies may be useful vehicles by which workers can
gain job experience and secure permanent employment, some states have begun using temporary-help
agencies to place unemployment-insurance and welfare recipients in jobs. Whether using temporary-help
agencies to place disadvantaged workers in jobs is desirable depends on whether these workers are more
likely to find good, stable jobs by using temporary-help agencies than they are by using alternative
services. The research needed to answer this questionCwhich ideally would involve conducting a
random-assignment controlled experimentChas not been done.

Conclusion

Temporary, part-time, and contract employment arrangements offer many advantages to firms and
workers. However, perhaps because most employment and labor laws were written many years ago,
most were designed with the interests of regular full-time workers in mind. Policymakers need to assess
whether these lawsCincluding unemployment insurance laws, ERISA, the National Labor Relations Act,
and workers’ compensation lawsC adequately protect the large and growing number in nonstandard work
arrangements.

' The number of workers counted as agency temporaries in the CPS is about half that in the BLS’s
establishment survey, and it is generally presumed that temporary-hélp employment is undercounted, at least
somewhat, in the CPS. There are no alternative estimates of employment in the other.nonstandard work
arrangements against which the CPS numbers can be compared. -

21 provide an extensive discussion of and citations to this literature in Houseman (1999).
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Your voice in the policy debate

In the manufacturing era, it may ha\'/é.‘made sense to
draw distinctions between employees and independent -
contractors, but with the shift toward more flexible

~ arrangements, many independent contractors closely -

resemble workers in the actual tasks they perform and in

their relationship to employers. This means that nearly.

one-third of the US workforce is actually working under

t1h8ff;3 ga:’ne labor conditions that our forebears faced in the
s

Working Today's advocacy agenda is focused on
developing a new labor infrastructure that responds to the
changing organization of work and supports the mobile
workforce. In this new structure, benefits, legal
protections and government regulations should not be
tied exclusively to the employer. Instead, we argue they
should remain with individuals as they move from job to

~ job, bringing their portable system of benefits, legal

protections, and "safety net" with them. This new

structure would not only protect the workforce but also
encourage workers to join together to devise self-help and
mutual aid strategies. Our agenda includes advocacy for

" a fair tax structure for independent workers, a portable

system of benefits, and major changes in the legal
structure that defines terms of employment in the United
States.

Falr Tax Pollcles | ,
Independent contractors suffer from an extremely heavy

tax burden. Because they are treated like small
businesses under the law, independent workers pay the

- employer's social security payment in addition to their

own. (Instead of paying 7.5% of their wages for FICA as
employees do, they pay 15%.) On top of double taxation
for social secunty, some state and local governments levy
additional taxes on people who work on their own, like
New York's Unincorporated Business Tax. And although

‘independents are treated like small businesses in some

respects, they do not enjoy the tax advantages of an
employer and cannot write off 100% of their health -
insurance or pension costs as companies do when they
provide benefits for their employees. Senator Bond led
passage of a recent law that will make health insurance
costs 100% deductible for independent contractors
beginning in 2007. While this law clearly represents an
advance, it will not cover the millions of independent
workers who aren't considered small business people.

11/22/1999 9:05 AM |
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Portable Benefits :

. Currently, health insurance group rates are limited to

employers, with very narrow exceptions for professional
associations and trade groups. The insurance companies'
rationale is that adverse selection is minimized because
employers hire workers for a job and then provide health
insurance to all. In contrast, individuals may purchase
insurance individually or through an association only
when they need it and then drop it when they do not.
State laws strictly limit association plans, making them
virtually impossible to create in some states (including

New York).

In terms of pension laws, the problem rests in the
requirement that they be connected to an employer with
vesting requirements. Pension plans and even 401(k)s -
typically have a vesting period for the employer's
contribution. Pension regulatlons only allow a pre-tax
advantage for "groups" of employees when they are
employed by one employer. Only individuals who meet
the legal definition of independent contractor may put

- away pre-tax dollars, but then only on an individual basis.
- Other contingent workers and employees whose

employer does not provide a pension plan are excluded
from any pre-tax advantage whatsoever. ~

A portable system of health insurance and pension
benefits would not be tied to any employer and it would
allow individuals to accumulate their benefits whether
they work on short-term projects or long-term
assignments. Workers would be able to form associations
with-other workers in a shared risk pool whose funds they
would control, subject to government regulation. Instead
of having employers keep track of benefits, these

~associations, unions, or nonprofits would collect and

invest thelr accrued benefnts

Workers would be able to place pre-tax dollars mto these
funds no matter how long they worked on a job, or in what
capacity. In this way, the five-sixths of all workers who are
not vested in a pension at any given time could piece one
together from a series of jobs rather than waiting to vest
in any one job.1 Employers could continue to make
contributions to these plans as a way to retain valued
workers, but this fund would particularly benefit
independent workers. So instead of replacing the current
system, which works well for millions of traditional

- employees, this new system would simply provide an
. alternative for those without coverage. (A policy paper

2of4

outlining our portability model is available to anyone
interested in learning the details of the proposal. To
receive the policy paper, please email us, indicating in the
email that you would like a copy.

Notions of health insurance and pension portability =

11/22/1999 9:05 AM
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already exist, but none in such a comprehensive form.
The Kennedy-Kassebaum law passed in 1996 is very
limited. It prohibits insurance companies from dropping
people due to pre-existing conditions and would allow
employees to keep their group health insurance after
leaving their job, but only if they pay the out-of-pocket
costs. While 401(k) plans are considered portable
because the recipient may keep it from job to job,
portability ends if the next employer does not have a
401(k) plan.

Working Today's concept of portability makes sense in
the context of shrinking confidence in the Social Security
Administration's ability to pay out'in the future and the
increased political pressures to privatize the system.
Individuals in their 20s and 30s entering the workforce are
the most vulnerable to political attacks on the Social
Security system and they need means to secure their
retirement. A portable system would encourage
retirement planning for the vast majority of Americans
who have no pensions whatsoever.

While our model is ambitious, it is not untried. A few such
‘portable models already exist. In the unionized film and
building trades, individuals work on many projects and get
.benefit credits for each period they work. Universities
across the country have TIAA-CREF where employees
can take their pensions with them. Working Today seeks
to make such portable benef ts available to the entire
workforce.

We have begun to reach out to policymakers interested in
health and benefit issues to refine Working Today's
portability model and to look for organizational allies to
build support for greater portability. We are an active
‘member of the Pension Portability Coalition, which
includes the Pension Rights Center and other employee ~
associations and organlzatlons

Portable Employment Protectlons

In the US, the principal forms of labor protection come

. from the Fair Labor Standards Act (hour and wage

- standards), the National Labor Relations Act (right to
unionize), the Civil Rights Act (protection from race and
gender discrirnination) and the Americans with Disabilities
Act (protection from disability discrimination). These rights

. and standards protect "employees" only -- independent
workers, including freelancers, consultants,"and

- contingent workers are excluded.

As noted above, it may have made sense to draw
distinctions between employees and independent
_contractors in the manufacturing era, but with the shift
toward more flexible arrangements, independent
‘contractors often resemble workers in the tasks they
perform and in their relationship to employers. This

" 30f4 ‘ ~ o 11/22/1999 9:05 AM
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means that nearly one-third of the US workforce is

~ actually working under the labor conditions of the 1890s.

Portable Régulatory Protections

Desplte recent political rhetoric urgmg people to become
more self-reliant, the government's current regulatory
structure either prevents independent workers from
participating in self-help activities or excludes them
altogether, particularly in the areas of unemployment and
disability insurance. A new safety net would remove
government impediments to independent action, and
articulate a broader vnsson of how people work in the new
economy.

Currently, only 30% of the workforce is entitled to
unemployment insurance due, in large part, to the

- definition of "employees." One solution would be to

expand the definition of employee to allow those who

- have no income at the end of a project to become eligible

to collect temporary assistance. Another solution would
be to allow independent workers to put their own pre-tax
dollars away to pay for penods of unemployment or httle
work. -

Disability insurance, bothllong and short-term, is also

_ largely unavailable to workers outside the traditional

employer-employee relationship. Short-term insurance,
which is typically state-funded, covers employees but
excludes independent contractors. Long-term dlsabmty
insurance, much like health insurance, cannot be

| ‘purchased collectively by groups other than employers
. because state laws prohibit it. So for-individuals seeking

their own disability insurance, it is both difficult to get

- coverage and extraordmanly expensuve due to theory of
~ adverse selection.

A regulatory structure that affords no temporary safety net
whatsoever for a very large number of workers seems
both inhumane and foolish from a policy standpoint.

Given the now widely recognized erosion of wages,
workers at the low end of the wage scale often cannot
afford to put savings away for a "rainy day," particularly
when 50% of families in the US have net assets of $1,000
or less. Working Today advocates both regulatory rehef

- and inclusion of contingent workers in exustmg temporary
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insurance programs.
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Abstract

In this paper we examine the job stability of workers in a wide range of flexible stafﬁng
arrangements: agency temporary, direct-hire temporary, on-call, contract company,
independent contractor, and regular part-time work.

*We draw upon two data sources in our analysis. The first is a nationwide survey of
employers on their use of flexible staffing arrangements conducted by the Upjohn Institute
for Employment Research. This survey provides evidence on why employers use various
types of flexible staffing arrangements and the extent to which employers move workers in

. these positions into regular arrangements within their organization.

The second data source is the Supplement to the February 1995 Current Population Survey
on Contingent and Alternative Work Arrangements. Exploiting the longitudinal component
of the CPS, we compare the subsequent labor market status of individuals in flexible work
arrangements and those in regular full-time positions in February 1995. We find that, except
for independent contractors, workers in flexible staffing arrangements have less job stablllty
than those in regular full-time arrangements in the sense that they are more likely to switch
employers, become unemployed, or involuntarily drop out of the labor force within a year.
However, the degree of job stability varies con51derably across arrangements.

We also show that the recent growth in certain types of flexible staffing a.rrangements could
have translated into small declines in aggregate job stability and can account for a
substantlal share of the modest increase in jOb switching observed over the last decade.

Full text | Institute Home Page | Back to Staff Working’Papers | Back to Research Hub
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Abstract

In this paper, we examine the job stability of workeérs in a wide range of flexible staffing
arrangements: agency temporary, direct-hire temporary, on-call, contract company, independent
contractor, and regular part-time work. We draw upon two data sources in our analysis. The
first is a nationwide survey of employers on their use of flexible staffing arrangements conducted
by the Upjohn Institute for Employment Research. This survey provides evidence on why
employers use various types of flexible staffing arrangements and the extent to which employers
‘move workers in these positions into regular arrangements within their organization. The second
data source is the Supplement to the February 1995 Current Population Survey on Contingent
‘and Alternative Work Arrangements. Exploiting the longitudinal component of the CPS, we
compare the subsequent labor market status of individuals in flexible work arrangements and

“ those in regular full-time positions in February 1995. We find that, except for independent
contractors, workers in flexible staffing arrangements have less job. stability than those in regular
full-time arrangements in the sense that they are more likely to switch employers, become
unemployed, or involuntarily drop out of the labor force within a year. However, the degree of
job stability varies considerably across arrangements. We also show that the recent growth in
certain types of flexible staffing arrangements could have translated into small declines in
aggregate job stability and can account for a substantial share of the modest increase in job
switching observed over the last decade. -




Theré isa {videsprcad pérception that ihe nature of the employment relatiénship is
fundamentally changing, resulting in less aﬁacﬁﬁlent between workers and firms aﬁd a decline in
the stability of jobs (Schmidt-and Thompson, this volumg). Fof many, flexible staffing
’ar'rangements——including temporary, contract, and part-time work—.—epitomize unstablg jobs, and
recent growth in some of these arrangements is viewed as evidence of a b?oader déclihe in job
stébility (Beloﬁs 1989 and C‘astrol 1993).‘ , |

Héwever, there is little evidence on whether, in~fac;c, jobs in various flexible sfafﬁné
énangements are less stable.‘ Althdugh éome studies have examined ﬂie labor market dynarhics of
feﬁale part-time workers '(Blank 1994) and Workers in th¢ temporary help industry (Segalrand
Sullivan 1997a, 1997b), lack of data 4has hampered the éxgmination of such issues in other,
quantitatively important mmgeﬁents, such as on-call Wor‘kers? temporary workers hiréd directly
by the company, contract.company workers, and independent contractors. ’. 7

The priniary purpose.of this chapter is to shed lighf on the job stability of workers in‘a’ ‘
wide range of ﬂéxible stéfﬁng afrangements using two new sdurc;f:;s of data: a natiénwide
. employer s‘urAveyVon flexible sta;fﬁng al;rang,eménts conducted by the Upjn;)hn institute for
Employment Research and the Fe_ébruéu‘y 1995 Supplement to the Current Popl.llqtion Survey -
(CPS) on Contingent and Alternative Work Arrangements.. The Upjohn Institute employer survey
provides evidence on why enipléyers u_sé various flexible staffing arrangements and the exfent to
which employers move workers in these positions into regular joBs within their organization. The
survey results reveal that employers’ reasons for using flexible staffing arrangements vary
considerably by type of anéngement, which, in turn, suggests that thé consequences for job

stability will differ across arrangements.




The Februéry 1995 Supplement to the CPS represented the' first attempt in government
statistics to provide a comprehensive c.ount of workers in a wide variety of emp'loyrnent
~ arrangements. Exploiting the longitudinal component of the CPS, we compare thé subsequent
labor market status of individuals holding flexible work aﬁangements and those holding regular
full-time positions in February 1995. We find that workers in most flexible staffing arrangements
have less job stability than workérs in regular full-time grrémgements in the sense thét they are -
mdre likely to switch employers, become unemployed, or Flrop out of the Iagor forcé within a
year. However, consistent with the Upjohn'Instituté suryf;y results, we find that the degrge of' job
stab@lity varies considerably across arrangements. |

Finally, we extend our analysi.s of the CPS data to ‘examine.the' effects of the gréwth in
flexible staffing arrahgements on aggregate j;')b stability, as measured by one-year transition rates
to a different employer, to unemployme;nt; and out of the labor force. We conclude that growth in
certain types of flexible staffing arrangements could have ﬁmslaﬁd into small declines in job
stability and can account for a suﬁétantial share of the modest increase in job switching observed
over the last decade.
Flexible Wo‘rtk Arrangementé: Definitions énd PreValehce

Using the February 1995 CPS data, weiclassiﬁed workers into eig‘ht'mutually exclusivé -
categories: agency temporaries, on-call wo;kers, contract company }workérs, direct-hire |
temporary workers, independent contractors, regular éelf—employed (who are not independent
contractorg), regular part-time workers, and regular full-time Qvofkérs. We do not distinguish
between those who work part-time and full-ﬁxﬁe hours in the first six categories of émployment.

Regular part-time and regular full-time workers comprise those who are not classified in one of




the other arrangements; ‘regulér part-time workers are regular employees who usually work less
than 35 hours per week. Our temporary help agéncy category inciudes all of those who state they
aré paid by a temporary help agency. Thus, it includes the permanent staff of these agencies,
though they represent a relatively small percentage of those employed in this indﬁstry.‘ 'On-call
workers are hired directly by the organization but work only wheh réeeded. Examples of on-call
workers inciude subst'itute' teacﬁers and mény types of hospitél. e@plbyeés. We classified
individuals as contract company workers if they work for Za compahy' that contracts out their
services, they generally work at the customer’s worksite, and fhey »are uéually assigned to just one
customer. In the February 1995 CPS, a small number of iﬁdividuéls was classified as both on-call
and ;ontract company workers. We classified these individuals as on-call wcrkgrs. |

The category direct-hire temﬁorar_ies comprises terhporaries 4hired directly by thé company,
rather than through a staffing agency. The CPS doeé not iﬁclude .ak speciﬁc question classifying
individuals as direct-hire temporaries. We constrﬁ_cted thistategofj} baéed on a series of
questions in the February Supplement. Spéciﬁcally, we classiﬁed individuals as direct-hire
temporaries if they indicated that their job is temporary or that they can not stay in ’their job as
long as they wish for any of the following reasoﬁs: they are wprking onl‘y until a specific project is
completed, thesr are temporarily replacing another worker; they were hired for a fixed periéd of
time, their job is seasonal, or they expect to work for less than a year bécause their job is

temporary.

'A 1989 Industry Wage Survey indicated that permanent full-time staff constituted 3.2 percent of
employment in Help Supply Services.



The category independent contractor includes those stating that ’they work as an_
independent contractor, an independent consultant, or a Ifrce-lance worker. Thus, the category
independent contractor com;}rises a large and, no doui:;t, diverse group of workers. "fhe vellstl
majority of independent coﬁtractors (85 percent) report being self-employed.’

Table 1 reports thé distribution of employment by ,arrangement according to data from the
February 1995 CPS. Together agency temporary, on-call dlrect-hlre temporary, contract
company, mdependent contract, and regular part-time workers account for 26.3 percent of ’.cotal
employment. Despite media attention surrounding agency teméoraries, it is interesting to note that
on-call, direct-hire texﬁporary, contract company, and«indt;pendent contractor employmen§ are all
quéntitatively as iﬁlponant or more impoftant than tempor’aryhelp agenéy employment.?

Workers in flexible éfrangements generally have rriuch shorter job ténu.re than regular full-
. time workers. As shown ir; Table 1, the share of workers with jéb tenuré of one year or less is
" much higher for most flexible arrangements than it is for regulér fuil-tinié arrangements. The
exception is independent contractiﬁg, which like regular sélf-eniployment ha*s'Aa stnéller proportion’
of workers with one year of tenﬁre or less. Althéugh wofkers in flexible anaﬁgements comprise
26.3 percent of the Qérkfoi‘ce, they account for 40.9 percent of thosel with job tenures of a year
or less. Lower job tenure in flexible staffing _arrangemeﬁté vcou'ld partly reflect greater growth of

new jobs in these arrangements or a tendency of new entrants to hold these jobs. Even so, lower

2A further explanation of the variables in the Contingent and Alternative Work Arrangement Supp]ement
is contained in the appendix to this chapter and in Polivka (1996).

' 3Agency temporaries, as measured in the February CPS Supplement, account for only about one percent of
total employment. They account for over 2 percent of employment in the Current Employment Statistics (CES), the
Bureau of Labor Statistics’ establishment survey. Although the CES somewhat overstates the humber of employees
of temporary help agencies, it is generally presumed that the CPS somewhat understates the number of agency
temporaries. For a discussion of the differences between CPS and CES statistics on temporary help agency
workers, see Polivka (1996).




tenure is consistent with the hypothesis that any shift in erriployment toward flexible staffing
arrangements will result in less stability. |
Why Employers Use Flexible Staffing Arrangements

Understanding why employers use flexible étafﬁng‘arrarigements can provide useful
insights into whether these jobs are less stable. If employers are using these arrangements
primarily in response to a temporary need for additional worko_rs, t}ien the jobs are intrinsically
less stable tilan regular positions. If, however, employers are using workers in flexible staffing
arrangements to accommodate predictable and stable ﬂuctiiations in their workloé.d over the day
and week or to accommodate employee desires for more flexible schedules or .short‘er hours, there
is little reason to believe those énangements woulti result ii’l less job stability.

The -implicatior'ls for job'stability are ambiguous if ﬁrms are using these arrangements asa
way to screen workors for regular jobs. On the one harid, using flexible arrangements to soreen
workers for permanent jobs ohould facilitate better job matches and may even increase job |
stability. This outcome is particularly likely if ﬂexi‘ole work_ers are hired through third parties, like
temporary help agencies, and if these organizations have a comparative advantage in screenihg
workers and can make better initial matches than firms would make hiring on their own. On the
other hand, screening workers for permanent positions by trying them out in flexible arrémgements
arguably lowers the costs of dismissing workeis who demonstIate low productivity and may result
in lower job stability. For instance, if the workers are hiretl thfough a thiid party, employers need
not maintain records on workers they decide not to hire and the chance that workers will take
legal actiori in the event of dismissal is probably loss.- The ldisihissal of low productivity workers

also would not increase a firm’s unemployment insurance rating, if they were hired through a third -




party intermediary.l Given the.se potential cost savings, éfnployer_s may try out more wquers for
any given position than théy would if hiring on their own, gesultiﬁg iﬁ a decline in job stability.
- Still, the conseduences for job stability are 'likely to be less,advérse if em_plpyefs are uSiﬁg flexible
staffing arrangements to screen workers for permanent positiohs than if they are usiﬁg them to fill
temporary slots.
Evidence from the U}Jjohn Institute Employer Survey

The Upjohn Institute employer survey on flexible staffing arrangéments, conducted in
1996, provides evidence on why employers use flexible staffing arrangeﬁments. In thét sﬁrvéy,
employers from a stratified random sample of 550 private Isector establishments with five or more
employee's were interviewed on their use of five types of flexible work arrangements: temporary
help agency, direct-hire temporary, regular part-time, on-call, and contraét workers. If a company
used agency ferﬁporaries, direct-hire teniporaries, on-call workers, or regular part-time workers,
they were as‘kéd" a detailed set of questioné on why they uéed the particular arrangefhent. in
addition, employers whd stated that since 1990 they had inpreased employment in a particular
flexible stafﬁng arrangement relative to regular 'embloymeht weré asked why they had inéreésed
fhéir use.! The latter question reveals why, on the margin,:employer's may be ihéreasing’ fheir use -
of flexible arrangements, which is particularly' relevant for aSsessing fhé likely effects of afly

-increase in the use of flexible staffing arrangeménts on job security. -

*Employers were not asked why they contracted out work, but only why, if pertinent, they changed their
use of contract workers since 1990. The concept of contract workers in the Upjohn survey differs from the concept
- of contract company workers and independent contractors in the 1995 CPS Supplement, and results on contract
workers from the Upjohn survey will not be discussed in this chapter. Houseman (1997) provides a detailed
discussion of the Upjohn survey. ' '




The reasons most con;monly cited By employers fdr using agency temporariés, direct-hire

‘ temporariés, and on-call workers concern the need to accommodate ‘ﬂuctuations in ‘fhei’r workload |
or in Fheir regular staff. For example, 47 percent of empk):yers using agéncy temporaries cited
filling a vacancy until a regular employee is hired; 47 percén’t using agency temporaries and 69
percent using on-call wori(ers cited ﬁiling in for an absent ;reguiar employée; 55 percent using

- direct-hire temporaries cited lseasonali needs; and 52 percent using agency temporaries and 51
percent uéing on-caﬂ workers cited providing ’assistance at times of une;cpected increases iﬁ
business as important. These reasons indicate that these jobs are often temporary and thus are
likely to be less stable than regularjobs.

Employers pﬁméﬁly say they use part-time Wofkefs to 1)‘ provide needed assistaﬁée
during peak-time hours of the day or week (cited by 62 pércen';); 2) cover for hours not covered
by full-time shifts (cited by 49 pércent); and 3)' accommodaterémplboyees' wishes for part-time
hours (cited by 54 perceht). These résponses have no obvious implicaﬁéxjs for the stability of part-
time jobs. | |

As noted above, flexible staffing arrangemeﬁts could be éssociated with greater job
stability if erhplbyers >a'r'e using them to screen workeérs be; pefmanent positions. However,
screeningA workers for permanent jobs appears to be an important féctor only in employers’ use of
agency temporaries and, to a leséer extent, regular pa;t-time wquers. T'Wenty-one perceﬁt of
employers usiﬁg agency temporaries and 15 pgréént using regulalj part-time erkers cited
screening for permaneﬁt jdbs as an important reason for uQsing these arrangements. Among‘

employers increasing their relative use of agency temporaries-since 1990, about half cited greater




use of agency temporaries to screen workers for regular positions or difficulty finding qualified
workers on their own as reasons for the increése.

Besides asking employers whether they used flexible staffing arrangerhents to screen .
workers for regﬁlar positions, employers were asked to evaluate fhe extent to which they actually
move workers in -f_lexible arrangements into regular positidns. Speciﬁt:‘a]lzly, cmpioyer‘s using .
agency temporaries, 'dire(.:t-hjrel temporaries? ‘ré‘guiar part-time workers, or dn—call workers were
asked if their organization moved each type of worker into regular positions often, occasionally or
sometirhes, seldom, or never. Responses to these questions are reported in Table 2. Only a small
- minority of employers stated that they often move workers 1n ﬂexible afréngements ‘into. regular
positions, altﬁough a substantially greater percentage report occasio’nallj; or sometimes moving
them. Along with the reasoﬁs employers give for using ﬂéxible staffing arrangements, these
respoﬁées suggest that although many employers use ﬂexible arrangeme}nts—fpartiéularly/ agency
temporaries—to screenv workers for permanent positions, other factors éwe generally more
important in determining employer use.:

Moreover, while cerﬁainly some empl‘qyers‘ do md\j}e workers in ﬂéxible aﬁangements into
regular pésitions, theré also is concern that companies do :just the opposite: ﬁove worké:s from
regular positions into flexible arrangements. Questions in the February 1997 Supplemeﬁt to the
CPS shed some light on the prevalence of this phe:nomenqn.5 Speciﬁﬁally, individuals who were

identified in the February 1997 CPS as agency témporariés; on-call workers, contract company

The CPS Supplement on Contingent and Alternative Work Arrangements was repeated in February
1997. We report the 1997 figures here because, as a result of a questionnaire error in 1995, very few independent
contractors were asked if they had previously worked for their employer or chent n another arrangement This
- problem was corrected in the 1997 survey. -




workers, and independent contractors wefe asked whether%they had élways been in their present
arrangement at thevplace they were currently working. Nine percent of all'agency temporaries,
11.5 percent of contract company workers, 15.9 percenfoif on-call workers, and 8.5 pefcent of
independent contractors reported working at the saxﬁe plax;e in another fype’of work ar‘rangement.‘
These wdrkers were not directly asked the type of arrangemeﬂt in Whlch they were previogsly ,
working, but they weré asked how long they had worked tjhere prior to being switched. ’Among
agency temporaries, 39.5 percent had worked a y%:at or m:ore and 22.5 percent had worked three
or more years prior to being switched; among on-call workérs, 76.8 perpeﬁt had worked a year or
more prior to being switched aﬁd’fs 1.2 percent had worked three or more years prior tQ being
switched; and among independent contréctors 84.2 percer}it. had worked "three dr more years prior
to switching afrangemeﬁts. These tenure distributi;ons‘ Vimply that, with the. poﬁsible exception of
agency temporaries, the majority of workers who were s&itched wefe r;ot1n a short-term
arrangement. This fact, coupled thh evidence ﬁresented below tha;t most flexible arrangements
aie aséociatéd with less job stability, suggests that most of those who were switched probably .

were initially in “regular permanent” positions.
\ In sﬁm, the evidence collected in the Upjohn Instifutc survey on why empldyeré use
ﬂexibl¢ staffing arrangements indicates that the effect on jf)b stability of these arrangements varies
with the type of arrangement. Employers repbrt primarily using agency 'temporarics', on-call
workers, and direct-hire temporaries to fill temporary positicns, which suggests that, on average,
these positions would be associated with less;job stability than regular full-time positions. This

adverse effect on job stability may be mitigated by some employers’ use of these arrangements to.

screen workers for permanent positions. However, only for agency temporaries do we find




substantial numbers reporting that they use or are increasing their use of these workérs tdr screen
for permanent positions. Moreover, data from the February 1997 CPS Supplement indicate some
| emﬁloyers are switching workers from regular positions jnto flexible arréngementé. The reasons
emplqyers give for hifing regular part-time Workers db not suggest any strong relationship
between pért-time employrﬁent and job stability.®
Job Stability: Evidence from the CPS

In this section we exploit the lqngitudmal componént of the CPS to more directly examine
the implications of ﬂexiblé staffing arrangemcflts on jbb stability. Speciﬁcally, we track workers
who were in ﬂexible:arrangements in February 1995 and qomparé their labor market staqu over
~ time with those who were in regular full-time‘jobs in February 199?.
Data | | | |

Households in the CPS are in the sample for four months, out of the sample for eight
_ months, and back in the sample for foq;r months. From one month to the next, a maximum of
three-fourths of the sample can be matched; in months e;ie;ctly a yéar épiart, a maximum of one-
half of the saméle can be matched. In practice, given that the CPS sample is based on addresseé,
the proportion of individuals who aré thé same across months ié 10W¢1‘ becausé somé iﬁdividuals
move each month and some refuse to continue cooperating. We matched individual's from the
February 1995 CPS With those from the March 1995 CPS& and Febi'uary 1996 CPS.

The proportion of workers We were able to match was slightly lqwer for those in flexible ‘
arrangements in February 1995 than for thése in regular ﬁélll-ti‘me pcsifibns% 'suggestingr that

workers in flexible arrangements are somewhat more inclined to move. Assuming that changing

The Upjohn Institute employer survey does not provide evidence on job stability for contract company
workers and independent contractors. '

10




jébs or becoming unembloyed is an important reason why individuals move? our énalysis may
understate the extent to which workers in flexible arrangements change j§bs and become
unerriployed relative to regular full-time workers. Although we believe any bias in the data is

- minimal, we weighfed the tabulatioﬁs of the raw data to help account fo‘1‘° differences in attrition
from our sample. \Speciﬁc‘ally, éur weights maintain the same distribution across eight gender-
age-race groups in March 1995 and February 1996 as in FeBruary 1995.7

| Our matched data allow us to follow ihe labor market status of workers in ﬂexible
arrangements ohe month and one yeér later and compare their outcome‘sw with thosé who began in
regular full-time jobs. Speciﬁéally, from the March 1995 and February 1996 data, wé caﬁ
determine whether an individual is employed wiih the same employer, employed witb a different
employer, ﬁnemployed, or not iﬁ the labor force.® A drawback of the CPS data is that we only -
know the individual’s type of work arrangement in February 1995. Thus, for example, we do not
know-if a direct-hire temporary workér who changed emp!oyers between February 1995 and
March 1995 holds another temporafy position or is in a regular permam;nt job.

Determining ;vhether ‘agency temporary and céntréct cémpany workers have chaﬁged
employers between periods is complicated by the fact ihat_many misreport‘ their enilz.loyer as the
client firm. In the basic A'CPS ééc’ﬁ month, the respond‘f:ntsz are asked fo give or verify the name‘af ‘
their employers. In the Feﬁmary 1995 Supplement, individuals identified as working for a
temporary help agency or for a compény that contracts‘ out their services weré then asked if the

employer listed for them in the basic CPS was the temporary help agency/contract company or the

"Details on the construction of these weights afong with other variables are provided in the appendix.

¥A question on the basic March 1995 survey explicitly asks individuals who are employed if their
employer is the same as in the previous month. We determined if individuals held the same job in February 1996
as they did one year earlier using data on job tenure from the February 1996 Supplement to the CPS.
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business for whom they were doing the work. in Febrﬁary 1995, 57 bercent of agency

| temporaries and 17 percent of contract company workérs had ir;correctly given the client firm as
their employer. In the analysis beléw, we exclude individﬁals miSrepoﬂing their employer as the.
ciier;t firm in the February 1995 data. Although ’these exciusiéhs ix;cfease t_ﬁe accuracy of our ’.

~ classification as to whether the individual has ‘the same or different empldyer, they substantially

reduée the sgmple sizes, particularly for agency temporaries.

Descriptive statistics | ‘

Tables 3 and 4 show the labor fofce status in March 1995 and Februgry 1996 of.workers’
by their emplofment arrangement 1n February 1995. Below, we present. results of multivariate
analyses which tési for dffferences in labor forcé transitions by initial employment mangemeni,
contrélling for individual and job characteristics.

According to the figures in Tables 3 and 4, the sul;sequent labor force outcoﬁles of
workers who were in flexible arrangements in February 1§95 are markedly different from those
who were in £egular full-time Vposiﬁons; Agency temporaries, on-call workers, direct-hire
temporaries, and contract company workers are much more likely to switch employers within a
month and a year and regular part-time ‘}vorkers are much more likely to change employers within
a year compared to regular full-time workers. I_n addition, workers in all flexible arrangements are '
less likely to be eniployed one month and one year later compared to regular full-time workers.
The differences in employment rates are partiéularly dram;atic for agency témpo.raries, on-call
workers, and direct«hire temporaries after both one month and one year and fork. contract compény
. workers and rééular part-ﬁme workers after one yéar. Their lower empﬁioyment rates may ix-:

ascribed to both higher unemplbyment rates and lower labor force participation rates. Agency
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temporary, on-call, direct-hire temﬁoréry, contract compaﬁy, and part-time workers are also more
likely to drop out of the labor force but express a desire to still work,.9 Below, we use the ‘phrase |
“involuntarily out of the labor force” to denote this status.f The pattern for independent
‘contractors and regular self-employed is quite different. Their lower employment rates after one
‘month and one year may be attributed, for the most part, toa greater,prépensity to voluntarily
drop out of the labor force. 4‘ |

One mighf suspect that workers in ﬂexibleA arrangements are more likely to become
unemployed becausey they are more inclined to quit their jobs voluntarily. Questibns o'n the March
1995 CPS specifically asked fthe unemployed whether they held a job prior to becoming
unerﬁployed and, if so, whether they lost or left th:etf job. About 80 péfcent of those who were
regular full-time workers in February 1995 and who were Iimemployed the following month
reported losing their job. This figure is the same or higher for all categbries of flexible
arrangements, although‘the sample sizes are. éméll:in some ‘cases.-‘. Thus, it z;ppears that the higher
incidence of unemployment among workers in flexible arrangeméntg cannot simply be ascribed to
a higher propeﬁsity on the part of tliose workers to quit t}feir jobs.
Results from Multinomial Logit Models |

The differentv Iébor market outcomes experienced by workers in flexible arréngemen‘ts
-relative to those in regular full-time jobs may resuit from the nature of the arrangementsi |

themselves. Alternatively, they may stém from differences in t‘he‘ average personal and job

“As noted above, the results for agency temporaries exclude those who misreported their client as their
employer in the February 1995 basic CPS. These agency temporaries displayed a pattern of labor market transition
rates similar to that of agency temporaries who correctly reported the agency as their employer. Their exclusion
from the tabulations and the multivariate analysis reported below does not affect the qualitative nature of our
findings. ' ' '
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characteristics of individuals in those arrangements. To control for persénal and job
characteristics, we estiméted multinomial logit models usiIflg the February 1995 to March 1995
matched data‘and. the February 1995 to February 1996 matched daté. .In the models esti_rhated,
there are four possible labor market outcomes: employed, same employer (£,); employed,
different employer (E,); unemployed (U); and nof in the labor force (N). To identify the mbdel,

_ the coefficients fof one outcome must be set eq.ual>to zero. We ’ﬁse‘d embloyed, same employer as

the base group in our quels. The probability of each outcome is as follows:

1 .
1 +eXﬁ(Ed)+eXB(U)+eXB(N)

PHE,=1) =

N

Pr(I=1) = g
1+ PED , QXBU) 4 o XB)

I=E, U,orN,
where X is a vector ot" control vafiables'measuring pefsonél aﬁd job chéracteristics,-and Bisa
vector of coefficient estimates." |

| In each set of .speciﬁcations we controlled for age, age-squared, gender, race, level of
education, ihdustry (19 categofie_s), occupation (12.catego“ri_es), regfon of the country, Whether '
the individual is from a central city or a rural aréa, whethef the indi‘viduall lived in a poverty area,
marital status, marital status interacted with gender, tenure on the job, and tenuré-squared. All of
vtﬁése variables wefe taken from &1e'February 1995 CPS. We included dummy variables for each

flexible work arrangement; the excluded category is regular full-time workers.

"®The multinomial logit model assumes that the ratio of the probability of one state to the probability of
another state, or the odds ratio, is independent of the other alternatives. We performed a Hausman specification
test on this independence of irrelevant alternatives assumption and it was accepted. (See Greene, 1997, pp. 920-1
for a discussion of this test.) ' '
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One might arguc that unmeasured personal characteristics are imccrtant in explaining any
lower job stability among those in ﬂexible‘arrangcments. Our data set contains mcny measures of
jcbbhistory that arguably control for such unobserved characteristicc by capturing an individual’s
predisposition to chacgc employers, experience spells of u'nemployment; or drop outvqf the labor
force. Inthe F ebruéry 1995 Supplement, those who had tﬁree or Iecs years of tenure in their
cuﬁent arrcngement WEI:E asked a serie‘s of questions aboct what they were doing prior to their
- current arrangement. We included controls for whethef, jcst prior to their current jcb, these
individuals held another job, lost a job, and were unemployed.i' We also included controls for the’
number of employers individuals had in 1994, the number cf weeks they were unemploycd in
1994, and the number of weeks thcy were out of the labor force in 1994. These variaclcs come
from the March 1995 CPS Income Supplement. |

Finally, we included the logarithm of the hourly w;ge.. The wage variable may be
correlated with unmeacmed characteristics affeclting worker quality and Stabiiity in the work
force. Alternatively, workers earning low wages relative to their educaticn, tenure, and job
characteristics may be mcrc inclincd to quit and find a new job, quit and become unemployed, or
drop out of the labor force. The hourly wage measurc was constructed from the earnings data for

| 1994, which was collected in the March 1995 CPS Income Suppleme 2

Because these three variables only are defined for individuals with three or fewer years of tenure, we also
included a dummy variable set equal to one if the individual had three or fewer years of tenure on the job.

12We also have run models using a wage measure based on reported hourly earnings from the February
1995 CPS. The results from these models are almost identical to the results of those reported here, in which wages
are calculated from annual earnings. Although reported hourly eammgs from the February 1995 survey are likely
to be more accurate, we cannot include any of the variables from the March 1995 CPS.in regressions with the
February 1995 wage measure because February 1995 wage data for regular part-time and regular full-time workers
were only collected for the out—gomg rotations. For this reason, we report regression models with the hourly wage
calculated from annual 1994 earnings. :
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Selected coefficient estimates for the multinomial logit models prédicting‘laboy force
status in March 1995 and February 1996 are reported in Tables 5 and 6, respectivély. The -
margiﬁal effects on the probabilify of switching empldyers; being unemployed, or dropping out
of the labor force are reported-in brackets b;lev;f the coefﬁ¢ient estimates.”” For instance, in
Table 5, column 1, béing an agency,temporary versus a full-time regular worker increases the
probaBility of switching employers by 4.4 percentage points.
. The coefficient estimates for the control variableé i;x the multiﬁomial logit fm)dels have the

‘expeycted signs and many are statistically sigﬁiﬁcmt. | For example,‘ workers who had énother job | ’
inﬁnediately prior to their current one are more likely to change empfoy«:rs within a month ora
year. Those who lost a job immediately prior to their current one are also morc; likely to be
unemployed one month and‘one year later. The number of employeré an individual had in 1994 is
positively assoéiated with swifching employers.and beco;riing unemployed. The number of weeks
a worker was unemployed in 1994 and the number of Weeks the worker was out of the labor
force in 199;4 are positively reiated to tl;e probability that é_worker wiil switch employers, be
unemployed, or drop out of the labor force both in one month and‘ in one year. The logarithm of a
' worker’s houﬂy wége is iriversely‘ related to the probabiliiy that a worker will be unemployed
after one month and drop out pf the labor force after one ;year.

Although the.inclusion of controls for individual a'nd job characterisﬁcs, employment

history, and wage levels reduces the magnitude of some coefficients on the flexible arrangement

BThe reported marginal effects were calculated as the average of the marginal effects for each individual
in the sample. For continuous variables, the marginal effect of variable x; on the probability of being in state j, P;,
is P(B,-B). For binary variables, the individual marginal effects were calculated as the difference in the
predicted probability first assuming a value of 0 and then a value of 1. For the flexible staffing dummy variables,
the individual marginal effects were calculated as the difference between the predicted probability assuming the
individual was a regular full-time worker and the predicted probability assuming the individual was in the
particular flexible arrangement (agency temporary, on-call worker, etc.). See Greene (1997, pp. 876-8, 916).
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dummy variables, most of these ccefﬁcients remain statistically significant with large implied
effects on the probability of switching employefs, becoming. unemployegl, or dropping out of the
labor force. In our models, being an agency temporziry, an on-call worker, a direct-hire
tempoirary,- or a contract eqmpany worker increases the preBability that a wdrker will switch
employers w1thm a month and withiﬁ a year; being an independent'contfector increases the
probability that a Qorker will change employers wiﬂﬁn a month; and being a regular part-time
worker increases the probability that the worker wﬂl change employers_ within a year. The implied
effects of being in a flexible staffing arrangement on the pfebability of switching employers is
often quite large. For example, estimates from Table 6, m:()ciel 4, indice‘;e that being an agency
temporary increases the probability of switchiné employefs w1thm a year by 21.3 percentage |
points relative to regular full-tinie workers; being an on-call Wefker, a direct-hire tefnporary, ora
| contract company worker increases the probability of swifching employﬁers by 8.7,7.5,and 7.9
percentage points, respeetively. |
One caveat to these findings is that einployers may be using ﬁexible stafﬁng‘arrang‘ements
to screen workers for regular bositions. Agency temporafies, ‘cont’ract cofnpany workers, and
independent contractors—who are novt employees of the cﬁent firm—in theory will be classified as
switching employeré in theldata when tﬁey are being hired into a regular position by the clieﬁt
~ company. This possibility complicates‘the ineerpretation of the_ estimates on the probability of
switching employers. However, data fmm the Upjohn Inetimte employer survey, cited above,
suggest that this is unlikely to be a signiﬁeant problem for any flexible staffing arrangemeﬁt, save, -

perhaps, agency temporaries.
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I It is also interesting to compare differences betweerj‘ivt’he proportions of wyorkers in flexible
arrangements and of regular full-time workers who switch ‘em‘ployérs in the ra?v data (reported in
Tébles 3 and 4) with thé estimated marginal effects of beiné in ﬂexibl_e gtafﬁng arrangemenfs after
controlIing for individual and job chafacteristics (reported in Tables 5 _'and 6). For instance, as
shown in Tablé 4, the percent of on-call workers who switch empléyers m ayearis 11.2
percentaée points higher than thé percent of regﬁlar full-tirjne workefs who switch. Estimates
 from Table 6, model 4 (Wthh includes the most control vériables) indicate that the effect of being
an on-call worker incfeases the probability of svvitchirlg employers in a year by 8.;/ percentage
points compared to a reguiar full—time‘ worker. Therefore,:in‘ this as in other cases, differences in
individual and job characteristics account for soxhe, but by no means all; of the diffe;énces in labor
market optcomés of worke_rs in flexible staffing arrangements, according to our models.

In ge;leral, workers who were ‘agcncy temporan’es_; on-call wofkers, direct-hire
temporaries, or regular part-ﬁme workers in February 1995 also were signiﬁcantly more likely to
be unemployed in March 1995 and Februgry 1996 vcompared to regular full-time workers. For
example, estimates from model 4 in Table 6 in(iicafe that bei;lg in one of these four flexible
‘ staffing arrangemeﬁts incre}ases the probabﬂity of entering unemployment Vfr(‘)m 1.0 percentage
point (fof part-time workers) to 4.5 percentage points (for on-call workers).

In addition, those in m;)st ﬂex:ible stafﬁng aﬁangements in Febnﬁa;‘y 1995 were mére likely
than regular fullftime workers to be ouf of the ;lébor force in March 1995 and/or Febr@y 1996.
These results are difficult to interpret by-themselves. On ;fhe one hémd, certain ﬂexible
arrangeménts may be amenable to balancing family anci work fesp(;néibilities or may make good

bridge jobs to retiremeﬁt, and therefore a larger proportion of workers in these arrangements may
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voluntérily drop out of the labor force over the course of the year. On the other hand, workers in
flexible arrangements may be more likely to lose their job and drop out of the labor force even«‘
though they would prefer to work. ‘To address this issue We estimated multinomial logit models
with four possible labbr status outcomes—employed; ﬁnemplbyed; not i:n the labor force, don’t
want to be; and not in the labor force, want to be—on the February 1995 to February 1996
_matched data. | Selécted fesults froni th;:se models, repofted in Table, ?, éhow that onjcail
workers, direct-hire temporaries, regular part-time workers, and, m més'tﬁ specifications, contract
company workers are significantly more likely to involunt;xrily dfop (SutOf the labor force than are
regular full-time workers." |

We believe one of the most interesting findings from ouf analysis is tﬁat_independent
cqntract§rs do nof appe;ar to experience less job stabiﬁty over the ceursé of a.iyea'f thah regular .
full-time employees. Once controls for individual characferistics are included, independent
contractors are not more lﬂcely to switch emp}oyers and generally are signiﬁcanﬂy less likgly to
‘become unemployed than are regular full-time workers. I>n addiﬁon’, although independeﬁt,
contractors are more likely to drop out of the labor force,jtllis action apvpéé.rsllaréely voluhtary.’
These findings are subject to the caveat that in the BLS déta independent ;onuactors comprise a

large and diverse group who label themselves independent contractors, independent consultants,

§

"These results included the same set of control variables as the equations reported in Table 6. Agency
temporaries were excluded from the models because none were in the category “not in the labor force, want to be.
Similarly, because there were no individuals in the category “not in the labor force, want to be” for certain work
arrangements in March 1995, these models could not be run on the February 1995 to March 1995 matched data.
We also estimated a specification with the interaction of the work arrangement dummy variables with gender.
These interactions were almost always insignificantly different from zero. In addition, the estimates from a model
in which the sample was restricted to those between the ages of 20 and 64 were qualitatively similar to those
reported here. We do find, however, that among workers 45 and older the proportion who report being in
retirement in February 1996 is much higher among those in most flexible staffing arrangements than among those
in regular full-time arrangements in February 1995. Thus, there is some evidence to suggest that flexible staffing
arrangements are often bridges to retirement for older workers. ’

k2]
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or freelancers and who méy or may not work at the client’s worksite. If 1s eossible that certain
types of independent contractors experience less job stabiliity than regular full-time workers.

Our conclusion that most flexible staffing arrangements are associated with less job
stability is subject to the qualiﬁcation that unebeewed pers‘ona-l characteristics may still account
‘for remaining differences. However, earlier we argued that we included many controls for past
work history and for wages, which should be correleted with un_observed characteristics that
result in less job stability. Moreever, work by Segal and Sullivan (1997b) sﬁggests that
controlling for individual fixed effects has almost no irnpaet on estimates of job stabiﬁty of
workers in the temporary help 1ndustry Usmg longltudmal data from admmlstratlve records, they
find workers in the temporary help industry are much more hkely than other workers to
- experience short employment spells."

Finally, the p'a’ttemvof coefﬁcientestimatesvin the fnodels reﬁorted in Tables 5, 6,I and 7 is -
consistent with evidence frorﬁ the Upjohn Institute employer survey presented above and accords
well V\;ith our intuition. Workers in arrangement's t:,hat are expl.icivtl).l teniporafy (agency ‘
temporaries, direct-hire tempox;aries) or quite likely to bev temporary in.nature (on-call, contract
company'®) are the most likely to change employers and i)e'come unenipleyed. Tests show that
regular part-time workers, while signiﬁeanﬂy more likely to change employers and become
unemployed than regular full-time workers, are significantly less likely to sthch employers and

become unemployed than are workers in these four arrangements.

)

lSBecause individuals’ work arrangements are recorded only at one point in txme in our data we carmot
adopt an empirical strategy similar to that used in Segal and Sullivan. :

'8Recall that, following the BLS definition of contract company workers, we restrict the category to those
who work primarily for one chent at the client's worksite. '
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Trends in Flexnble Staffing Arrangements and the Imphcatmns for Job Stability in the
Aggregate ‘

The question of whether aggregate job stabiiity has declined in the United States in recent
years is a subject of much debate. Some studies have found a signiﬁcant decline in job stability
among men. Although other studies have found little or no decline in overall job stability, they
have generally found significant declines in the job stabilify of certain sn.bgfbups (e.g. blacks,
youth, men with long tenure, and less educated workers)."” ‘In add‘i{:lion, several studies which
fo’undnegligible declines m job stability in the 1980s uncovered larger declines in the 1990s
(Jaeger and Stevens (1999), Neumark, Pnlsky and Hansen (1998), and U.S. Bureau of Labor
Statistics (1997) and (1998)). There also is evidencc thatthe rate of im;oluntary jnb loss
increased, particularly in the 1990s (Boisjoly, Ducan, andf Sméeding (1998), Farber (1997) and'.
(1998), Polsky (1997), Valletta (1999)). |

To conclude the chapter, we examine wh‘ét effect chanées in the sharé of workers in
vanous flexible staffing arrangements havé had on JOb stablhty in the aggregate. Using our
multinomial logit estimates from the previous section, We simulate the effects of changes in the
composition of employment across work arrangements on one-year labor market transition rntes.
We then compare the magnitude and pattern of our prqdic_ted effects to actual changes in the one-
. year labor market transition rates. |

To develop a trend,;neésure of aggregate job stability comparable to the measure of job
stability used in the anaiysis in this chapter, we matnhed individuals in the January 1986 CPS and

the January 1987 CPS. The availability of ténuré data in the January 1987 CPS Supplement

For reviews of this literature see Schmidt and Svorny (1998), Gottschalk and Mofﬁtt (1998) or Bansak
and Raphael (1998). ‘ ,
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allowed us to construct one-year labor market transitions, :as_Was done for the 1995-1996 data
reported above. We then cotnpared one-year labor market transitigns fQ:r 1986-87 to labor
market transitions for 1995-1996. The resutts of this comparison are shown in Table 8 and are

5 consistent with other findings of a modest decline in job stability in recertt years. Accérding to

| these tabulations, the number of workers remaining with ttle same employef one year letter was 0.6
percentage points lower in the 1995-96 period t:ompared'to the 1986-87 period.

Interestingly, all of the declirte in one—year job rcteﬁtion rate;s may be attributed to an
increase in the proportion chahgtttg employeré. The proportion entering unemployinent actually
declined between the two time periods (whtch is consistent with the fact that aggregate
unemployment also declined),‘ the proportion drt)pping out of the labor force remaitled the sartle,
while thé proportion switching emptoyers roée_by 1.0 percehtagt; point.

How much of the decline in job stability may be attributed to a'growth in flexible staffing
arrangements? Examination of this issue is hampered by the paucity of time series data tm
émployment by flexible staffing arrangement. Statistics fqr on-call, diréct-hire temporary,
contract company, and independent t:ontract workers weré ﬁrst collected in the F ebruary 1995
Suppletneﬁt to the CPS.** Although times series datzt for part-time empioyment are available from

‘the CPS,’ the measurement of part-time work tvas changed with the rédesign of the CPS in 1994,
resulting in a break in the series. Sclf-etnployrhent data for both incorporated and ullitlcorpotated
individuals are available only beginning in 1989 and the measurement of self-emplQYment was also

affected by the 'redesi'gn of the CPS in 1994. Adjusting for the breaks in the series, Polivka and

'®The survey on Contingent and Alternative Work Arranggments was repeated as a supplement to the
February 1997 CPS and between 1995 and 1997 the percent of workers in these arrangements remained roughly
constant. ' o , .
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Miller ( 1998) argue that both part-tlme and self-employment dechned in the 1990s. 19 However
even use of adjusted ﬁgures is problematic because the categorles part—tlme and self-employment
in the CPS differ from the categories “regular” part-time and * regular” self-employment used in

* this chapter. In particula;, time series data on part-time employment include agency temporaries,
on-call workers, direct-hire temporaries, contract company-workers, and independent cdntractc;rs_
classified as employees who work fewer than 35 hours per week. ‘Self-employrﬁent figures

, in;lgdé both regular self-employed and self-employed independént contractors.

Agency temporarieé is the only flexible staffing caiegory for .which a relatively clean time
series is available. The Current Empldyment Statistics (CES) prdvide information on employment
in the help supply services industry, SIC 7363, which is cémprised primarily of temporary hélp
agencies. Accordiﬁg to these figures, e;npleyment in témﬁoréry help agencies grew dramétiéally
in the 1980s and 1990s. From 1982 (the first year for which data are available) to 1997, the share
of total employment in help supply sérviceé rose sharply from 0.4 percent to 2.0 percent. ‘For‘ the
subperiod 1986-87 to 1995-96, the share of tqtal employment in help supply services incfeased ‘
from 0.8 to 1.7 percent.” | |

Table 8 reports a ;imulation of the effects of the i'ﬁcrease in agéncy temporaries over the
1986-.87 to 1995-96 peridd on the one—yeér labor harket transition rates. We‘ used the estima;(es

in model 4, Table 6, which contains the greatest number of control variables, as the basis for our

1% Adjusting for the redesign, the percentage of workers in part-time employment declined from 19.1
percent in 1986 to 18.3 percent in 1996. Self-employment (both incorporated and unincorporated) declined from
12.5 percent in 1989 to 11.5 percent in 1996.

2The CES only includes data for paid employeés in non-farm industries. We calculated agency
temporaries as a share of total employment by adding figures on self-employment and farm employment from the
CPS to total paid employment figures from the CES. We averaged the share of temporary employment in the years
- 1986 and 1987 and in the years 1995 and 1996.
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simulations. W¢ assumed that the characteristics of indiviciﬁals joining temporary heli) agencies
during the perio:d was thé same as the distribution of characteristics‘ amdng those who currently
are agéncy temporafies, in éalculéting the marginal effects.of the growth in temporarf help
empldj;zment.z’ We also assumed that, in the absence of growth in temporary emplcyment,‘
workers would be employed in regular part-time and reguiar full-time jobs in ﬁropbrtion to the
number of agency tempoyaries actuai]y working part-time and full-time hours.
| Our estimates suggesf that the growthﬁin agency temporaries ovér the 1‘986-8‘7 to 1‘9‘95-96
period \x}ould have increased the number of workefs switching erﬁpldyeré (where the employer is
defined as the agency) within a year by 0.30 percentage péints.. With a labor force of over 129
‘rnilli(}n in 1997, this would translate into an increase of about 387,000 xyorkeré changihg ‘ .
employers in a year. The effects on ﬁnemployment are m;>re modest: the growth in agency
temporaries would be expected to increase the number whé are unemployed only by 0.03 |
percenfage points or about 39,000. |
Most infereéting is the fact that the preﬁicted effect from the Qowth in agency temporaries

oh labor market transitions mirror the pattém qbser.ved between 1986-87 and 1995-96. In _. |
particular; aécording to our simulations, the principal effect of the growth in ageéncy tempoiaries
was to increase the prqportion'of workers switching employers, which ackcérds with fhe fact that
the decline m agg;eg"até job stability resulted entirely froxﬁ an increase in employer switching. The
estimates presented in Table 8 suggést that about 30 ﬁer(;ent of the growth in employer switching

may be attributed to the increase in agency temporary employment.??

20ur results were not particularly sensitive to this assumption. See the appendix for a fuither explanation
of the simulations. '

2We noted above that some of the employer switching associated with temporary agency employment may
occur when agency temporaries are hired by their client firm. Nevertheless, such transitions would also be
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These simulatiqns only reflect the éffects' of the gr(;:wth of agencfz tempérary employment
over the 1986-96 period. fhe share of gmploym@ént accounted for by agency temporaries gréw
rapidly prior to 1986 and increased again from Vl 996-97. The simulated effects oni aggregate job -
stability over the entire 1982-97 period are‘over 60 percent greater than those for the Subperiod
1986-96. In particular, over the 1982-97 period, our simdlatidns indicafe that the _grthh in
agency temporary employment increased thf; number of wbrkers changing employers b,y 0.5
pércentage points. R

| The next two rows of Table 8 simulate the effects bf the decluineiiﬁ‘ part-time and self-
employment. We make the assurﬁption that all of the decline occurred among regular part-time
employment and regular 'self-employmént.”’ According tc; the simulations, the decline in part-time
‘ empldyment Would:have almost no effect on ﬁle probability of switcfﬁng employers and becoming
unemployed, and a very small effect on the probability of exiting the labor force. Because‘ we
estimated no significant effect from being in regular self—émployment on the probability of
switching arréngements or becénﬁng unemployed, the simulations for the decline in self- |
employment are limited to estimating fhe effect on the pr?bability of exiting the labor force.
These simulations also suggest a very small decline in indiﬁdﬁals exiting 'the labor force from the
decline in self-employment. While these estimates are admittedly rt;ugh, they nonetheless
illustrate an important point: declines in part-ﬁme and seif—employment are unlikely to offset the

strong effects of the growth in temporary vemployment on the probability of switching employers.

recorded as employer switches in the CPS figures, which we are trying to explain.

We have already taken into account a shift from regular part-time employment to agency temporary
part-time employment in the simulation for agency temporary employment. The decline in self-employment is
measured over the 1989-96 period. All calculations were based on estimates that accounted for the effect of the
redesign of the CPS in 1994. Other details concerning the simulations are provided in the appendix.

1 . .
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The simulations in rows 4 to 6 of Table 8 arguably: répresent a lower bound estirhate of
the effecté of changes in flexible staffing arrangements on aggregate job stabi]ity. Although our
inﬁltinomial logit nﬁodels sﬁggest fhat any increase in mdeiiehdeht contractors would have little
effect on aggregate job stability, growth in the other arrangements—on-call workers, direct-hire
temporaries, and contract company workers—would have a mor(f:v substantial impact. And
although no statistics are available on trends in these arrangements, qualitative evidence from
employer surveys indicateg that there has been some grox&%th in these arrangement§ in tﬁc 1980s
and 1990s. For instance, the Conference Board’s' survey of mémbers in 1995 fouﬁd that one-
lfourth to qne-third of companies reported sizaBle growfh in their use of direct-hire temporaries in
the preceding five years and expected sizable growth in the coming five years. Data from BLS
Industry‘Wage Surveys in 1986 and 1987 show growfh m contracting out of services in thirteen
manﬁfacturing industries between 1979 and 1986-1987- (Abraham and Taylor 1996). In a survey
of members of the Bureau of National Affairs, a larger p(rarcentage’ of employers repofted an
increase than repoﬁed a decrease beﬁ»fecn 1980 and 1985 in their use of direct-hire temporaries,
on-éall workers, administrative or business supﬁor_t contracts, and pl:oduction subpontracting
relative to regular werk_ers (Abraham 1990). In the Upj(r)JhnIInstitute ernployef'sur?ey on flexible
staffing arrangements, a much larger percentége reported contracting out wofk previously done in -
house than reported bringing work back in house since 1990. Moredvér, two-thirds of-
responden%s to the Upjohn Institute survey predicted that organizations in their industry 'would
~i‘ncreas¢ their use of ﬂexiblé staffing arrangements in the:com’mg ﬁve; years.. Thus, it is reasonable
to_aésume that there has been some growth récéntly in o{her types éf flexible staffing

arrangements, though the amount they have grown is unknown.
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Tlie'lést’réw of Tablé 8 presents ‘;he results of a hyéothetical simulation which ass{lmes
that on;call, contract compa_ny, ana direct-hire teinporaﬁ employment e;ach doubled asa .
peréentage of the workforce over the 1986-96 period. Thls simulation éerves to illustrate ﬁat, as
with agency temporaries, the largest effect of any growth in thése other flexible stafﬁng .
arrangements would be an increage in the proportion of workeré switching employers. Although
ihe percentage growth assumedv for these categories is slightly les$ than that actually exﬁerienced |
by agency temporaries, employmeﬁt in these arrangements is unlikely to have increased as much
as twofold.b Thus, the simulation in row 7, combined with:\the ’othef gimﬁlations, probably -
represents an upp.er bound estimate of the effects of the growth in flexible sfafﬁné anaﬁgements
on job stability. Summing the effects of rows 4 through f’;‘of Téble 8, gfowth in ﬂexible_ staffing
arrangements could résult ina 0.51v peréentage péint incréase in thé percent switching employers,
which re;;fesenté about half of the net growth in employer switching over the ﬁeriod.zd
Conclusion | o |

We set out in this chapter to examine whether workers in a wide variety Qf flexible erk

arrangements experience less job stability as a consequence of those arrangements. Although our

21t should be pointed out that our simulations only capture permanent changes to one-year labor market
transition rates from changés in the composition of employment arrangements; the aggregate data, however,
measure both these permanent changes and changes that result from one-time changes in the composition of
employment arrangements. For instance, if, during the period, individuals were shifting from being in regular jobs
to being independent contractors, there would be a one-time increase in job switching due to the growth in
independent contractors, even though, according to our estimates, independent contractors are no more likely to
switch jobs than regular full-time workers. Although our simulations probably understate the extent to which -
growth in flexible staffing arrangements have contributed to a decline in job stability, the understatement is likely
to be slight because we measure job stability over a relatively short time horizon (one year). However, the
contribution of such one-time shifts to changes in job stability in the 1980s and 1990s will be more important when
Jjob stability is measured over a longer time horizon, as it is done in most studies. !
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evidence suggests that thgy generally do, it is importz}nt té;distinguish betwefan types of
arrangements.

Evidence of lower job stability is cleare;st for agency temporarie:;, on-call workers, direct-
hire temporaries, and contract company worlgers. Results f?om the Upj ohn Institute survey show
that employers primarily use agency temporaries, oﬁ-call WOrkeré, énd direct-hire tempéraries for
temporary assignrnents.. On.lyfor agency temporaries do a substantial pro;.)ortion of employers
report using the arrangement to screen workers for permanent positions, and even .then it is not
the primary reason employers report for using therﬂ. Mc;feover, our analysis of CPS data shows
that compared to regular full-time \';vorkers agency temporaries, on;call workers, direct—hire
temporaries, and contract company workers are more likely to change employers, be’come
unemplqyed, or, in the case of oﬁ-call workers and direct-hire temporaries, involuntarily drop out
of the labor force after one month and/or one year. These results hold up eQen after conﬁolling
for individual and job characteristics, job histo;ies; and wages. | |

“We also find considerable evidence of job instability for those in regular part-time jobs.
Regular .part-‘time workers are more likely than regular ﬁ‘111~ti‘me workers to change employers,
become @employed, and involuntarily drop out of the laidor force, particularly over the course of -
a year. While regular part—time work is less stable than regular‘ﬁlll-time\ work; it is more sfable
thanAthat of agency temporary, on-call, direct-hire tempdr‘ar};, 'and contract compahy work in that
part-time workers are less likely to become unemployed ‘o"r change employers. |

We find little evidence that the employment of independent contractors is less stable than -

that of regular full-time workers. Although independent contractors display some increased
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‘tendency to drop out of the laﬁor force, this cha,ngé in labor force'sta;alls appears lafgely
voluntary.

Our simulétions indicate that the recent rapid growth in agéncy temporaﬁes resulted in a
niodest decline in job stability prhﬁarily bece;use agency témporaries are much more likely than
workers in regular full-time and régular part-ﬁﬁle positions to switch employers. ‘Accyording to
our simulation results, the érowth in agency‘temporaries over the 1986-87 to 1995-96 period
‘increased the number of workers switching jobs oyef the course of a yéér by 0.30 percentage -
points, which represents about 30 percent' c&” the increase in employer switching evidenced ‘in_the
CPS data. Th¢ decline in part-time aﬁd sélf—employhmnt:over the périod would not have offset
the increase in job s@itching caused by the growth in ageﬁcy temporaries. Giver; qualitative
evidence of growth in other forms of flexible staffing arra\ngements,this probably represeﬁts a
lower bound estimate of the éffects of the gréwth in flexible staffing arrangements on job sfability. :
| Thus, while the decline in aggregate job stability is itself modest, our results indicate that tlhe
growth in ageﬁcy temporaries and other flexible staffing anangéments can ziccount fora .
substantial part of the decline. |

Future CPS supplements on contingent and altefnativ'e work arrangements will supply
better time seriés data on empléyment in ﬂexib1¢ stafﬁ;lg arrangeménts. The results we presented
in this chaptér suggest that conﬁnﬁed growth in agency temporaries and other types of ﬂexib]e

| staffing arrangements would bear watching for their effects on job stability.
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' APPENDIX

Longitudinal Matching and Weighting in the CPS

' Houséholds in the CPS are interviewed for four consecutive mo*nths,A not interviewed for
the next eight moﬂths, and are then iﬁteryiewed for four rrfmre consecuti\«;e ‘months. | In each
~ calendar month of the year,‘ a new group of ﬁouseholds’ is ‘édministered its first monthly interview.
Given this struc;tﬁre, it is theoretical.ly' poséible to match 75 percent of the households in
~ consecutive calendar months and 50 pércent of the houséholds in months one year‘ apart. The
actual percentage that éan be maééhed is lower because some individuals refuse to continue
participaﬁné and because the sample is address-based and some individuals move. In addition,
starting in January 1996, the sample of both new and conﬁnuing houseilolds in the CPS was
reduced by appréximaiely 12 percent, resulting in a lower match rate fer 't.he February 1995 to -
February 1996’matched sample. Of those who were not in their fourth or eiéhth interview and
were empioyed 1n February 1995, 96.3 percent had a valiéd re’cofd' to which they could be matche;l
in March 1995. Of those who were in the first half of their interviewing rotations (interviews one
through four) and were emﬁloyed in February 1995, 67.1 percent wére matched to a valid record
in February 1996. | | |

Because of a phasing-in éf anew aréa sampie, household identiﬁcations(on the public use
tapes were generated such that households could not be inatched forward starting in May 1995.
All lo;lgiiq;iinal data reported in this chapter were cénstrﬁctéd u;ing interné.l BLS data contaiﬁing
~ household identiﬁcatibn numbe;rs and uniqu;: person identification numbers for individuals within a

household.
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The tabulations reported in Tablés 3 and 4 were iyeighted o) acgount for the réduction in
observations caused by the rotation pattern of interviewing, attrition, and the overall reduction in
the CPS samplé instituted in Januéry 1996. We constructed weights to preserve the February
1995 age, race and gender distribution of workérs in the'matched February 199SfMarch 1995
data and iq the ﬁatched February 1995-February 1996 data. To do this, we multiplied the
individual February 1995 supplement weigh‘ts by a ratio that capwfes the ‘attrition in each
individual’s agg-race-gender group. We calculated ratios for eight age-race-gender gfoups (male,
whife, gréater than 25 years old; male, non-white, greater than 25 years old; etc.). Spéciﬁcally,
the ratio equals the weighted number of individuals in thai particular group in Feb;uary 1995 to
the weighted number of individuals in the same group in Fhe matched sample, where the weight
was tfle February 1995 Supplement weight.' | |
Definition of Selected Variables |
Living in a Poverty Area

A poverty area is defined as a census tract in which more than 20 pefcent of the
households had incomes below the poverty level in 1990.
Job Tenure |

Job tenure in February‘l995 for those who wére ggency temporaries, contract company
workers, or on-call workers is defined as how long individuals had worked for the temporary help
agency or a contract company, or had beéﬁ an on-call worker rather tﬁan how long they had been
at a particular assignment. Independent céntractors and the self—emplc;yed were asked ﬁow long
they had been in these arrangements. In the Febrﬁary 1996 tenure'supplemént, wage and salary

- workers were asked how long they had worked for the employer identified as their current and
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main ernplpyer in the mon;thly CPS. The Self-erﬁployed were asked how léng they had been self
employed. | |
" Earnings
Hourly earnings were constructed usingdaté from tﬁe March iﬁé:ome supplement which.
" inquires about earnings in the previous year. Using ciata on 1994 earnings from th¢ March 1995
CPS has the drawﬁack that we ;Tluét exclude fhose who worked in Febru@ 1995 but who report
no earnings the previous year. Inclusion of thf_: March earnings variable, however, generally has
little effect on the size and significance of the other coefficients in the médel. '
Being Switched to a Flexible Work Arrangement at Current Placéof Work

Agency temporaries, on-cail workérs, and coﬁtraét' company workers were asked if they
' had‘always .@"orked at the place they were currently working in this arrangement. In February
1995 only fndependent contractors who were identified as wage and salary workers were asked
about —their previous stétus.‘ In additioﬁ, in February 1997, independent contractors identified as
self-employed were ésked, “Have you ever worked for one-of your cliénts aé sométhing other
than an independent contractor?” The proportion of indgpendent contractors reporting to h‘ave
been switched in 1995 was higher fhan in 1997. However; this is almost entirely attributable to
the fact that only wage and salary independént contractors were asked about their ﬁrevious status.
The percentage of workers in the other three flexible work arrangemeﬁts who said tﬁat their work
arrangements had changed was higher or about the same in 1995 as in 1597.

Ageﬁcy temporaries, on-call workers, pontré.ct cqhmpany workers and wage and salary
independent contractors who had previously Worked in anothé'r‘ arfan‘gement at their current

workplace were asked directly in both 1995 and 1997 how long they had worked in that ‘prévioué’
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arrangement before being switched. Ténu;e prior to being switched fof indépendent contractors
identified as self employed was less precisely deriveci frorp a series of qﬁesﬁons asked of those
who had been independent.contréctofs for no more than t}iree years. Iq these questions, "
independent conﬁéctors who stated that they had been employed directly priér to Becdming an
independent contractor were asked how long they‘had w§rked in this‘ éther job.

Constructing Trends fé Aggregate Job Stability from the C‘PS'

Aggregate job stability meésures were constructéd ’by matching those who were m the first
half of their in;nerviewing rotations and were employed iﬁ_either January 1986 or February 1995 to
their i;ldividual records a‘ year later. January 1987 and February 1996 wefeA cﬁosen because in
each of these months a tenu;e supplement for those whoVWere employéd atn the time of the survey
was conducted in conjunction with fhé ménthly CPS. Inciividuals were defined as being employcd‘
;vith the §ame employer if they were reported to have been employed in January 1987 or February |
1995 and their tenure in January 1987 or February 1996 was greater than or equal to a year.
Individuals were classified as being employed with é different employer if they had‘beefl ekmploye'd
one year earlier and their tenure was less than a year in January 1987 otr'February 1996. Those
employed in January 1986 or‘February 1995 were cglassiﬁed as 'éoing from emplqyment to
unemployment or employment to being not in the labor forcé, if théy weré unemployed or not ih
the labor force respectivély inJ amiary 1987 or February »1 996. o |

Individuals observéd in February 1995 Were‘ mat(::h_ed to their F eBruary 1996 data using
household identification numbers and ﬁnique person idenﬁﬁcation numbers for individuals within a
household as described above. In(iividuals observed in ‘I:anuary 1986 were matched to their data

in January 1987 also By using household and person identification numbers, However, because
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identification numbers were somewhat less .likely to-be consistent month to month in 1.986 than in |
1995, we also fequired that an individual’s gender, race, and age (or age plus 1) be the same
- between 1986 and 1987 in order fof a match to be considered _valid.: The match rate for those
who were employed in January 1986 was 68.4 percent. Nonrésponse and attrition from the
:sample were accounted fof when estimating the job stability mea'sufes m both 1986/1987 and
1995/1996 by adjusting the weights as desc;ribed in the discussion on weighting presented above.
Methodology for Simulations |

The estimated effect of a change.in the employment share of a particular wérk
arrangement on the one-year labor Iharket tranéition fates was calculated as AS*ME,,, , *p +
AS*ME;W Al-pl, where AS is the change in the flexible s:téfﬁng arrangement share; MEJ,;_,,, is the
marginal éffect of being in a pafticulgr flexible stafﬁng arrangemént relative to being in a.’rlegular
. part-time arrangement on labor market transiﬁons (empléyed with the isame empioyer, employed
with a different employer, unemployed, or not in the labor forée); ME st 18 the margiﬁal effect of
being ih a particular flexible staffing mmgeﬁeht relative to being in a regularr full-time “ ’
arrangement on labor market transitions; and p is the p;oportion of workers in that flexible
stafﬁng arrangement who work part-timé hours. The marginal effects were based on 1;10361 4 in
Table 6, which éontains the greatest number of control variables, and were calculated as the
average of the marginal effects for individuals who were in that particular flexible staffing
arrangement in February 1995. The in(iividual marginal ‘efflects were calculated as the difference
between the pfedicted probability assuming the individué] was a regular‘ part-time worker (or a
regular full-time 'worker) and the predicted pr;)bability agsuming the individual was in the

. particular flexible arrangement (agency temporary, on-call worker, etc.). By taking the average of
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the individual marginal effects only across thosé in the ﬂ&;xib}e staffing ﬁnangements, we are
implicitly assuming that the dist;ibution’ )of characteristics& of workers ];oining (or leaving) a
particular arrangement reflects the 'distributi;)n amoné wérkf;rs in that arrangement in Febfuary -
1995. For exan;lplé, we aséx_ﬁne that the growth in tempofar& emp]oyrr;;:nt was drawn
dispfoporﬁonaféiy from young, fémale, and minority workers. Calculatiﬁg thé marginal effects as
the éverage across all workers (asis repoﬁed in Tables 5, 6, aﬁd 7 producés quélitati{fely similar

results, however.
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Table 1. Employment by Work Arrangement

Percent of all Percent with tenure  Percent of all workers
" workers 1 year or less with tenure 1 year or less
Agency temporaries . 1.0 ) 749 2.7
- On-call workers ' 17 472 3.0
Direct-hire temporaries 28 57.7 - 6.0
Contract workers 05 = 498 0.9
independent contractors l 6.7 A 17.3 | o 4.3
Regular self-employed 59 122 2.6
Regular part-time 136 . 46.3 - - 239
Regular full-time .. 678 220 56.6

- Source:  Authors’ tabulations using the February 1995 CPS. Unpaid workers and those in the armed
forces are excluded from tabulations. All tabulations were weighted using the CPS
Supplement weight. ' ~

Table 2.  Mobility of Workers in Flexible Arrangements into Regular Positions

) Occasionally/. Don’t Sample
Often  Sometimes  Seldom Never Know Size
Agency temporaries 11.5 313 19.0 36.8 1.6 253
On-call workers ‘ 93 26.7 1213 32.7 4.0 150
k Direct-hire temporaries 9.0 343 | 17.1 | 38.6 .1.0 210
Regular part-time workers 14.7 396 160 289 08 - 394

Source: Upjohn Institute Employer Survey on Flexible Staffing Arrangements .




Table 3. Labor Force Status in March 1995 by Work Arrangement in February 1995'

Status in February 1995

Agency temporary
On-call worker
Direct hire temporaries
Contract worker®
Independent contractors.
Regular self-employed
Regular part-time
Regular full-time

Proportion in March 1995 who were:

Employed Unemployed Not in labor force
Difference Difference Difference Difference Difference
between between between between Want to between
 |arrangement o arrangement a.rrangément arrangement be in arrangement ’
and. Different and and and labor and Number of
Total full-time employer full-time Total full-time Total full-time force full-time | observations
0.869 -0.114 0.090 ~ 0.070 | 0.098 0.089 ] 0.034 0.025 | 0.000 —0.002 145
0.840 -0.143 0.062 0.041] 0.071 0.063 § 0.089 0.080 | 0.023 0.021 672
0.886 -0.097 | 0.057 0.037] 0.045 0.036 | 0.069 0.061 | 0.022 0.020 1173
0.981 -0.001 0.063 0.0431 0.010 0.001 | 0.009 0.001 | 0.009 0.007] 147
0.948 1 . -0.035 0.032 0.011] 0.015 0.007 | 0.037 0.028 | 0.010 0.008 2854
0.947 -0.036 0.025 0.004 | 0.007 -0.002 | 0.046 0.037 | 0.006 - 0.004 2573
0.936 -0.047 0.031 0.011| 0.020 0.011 | 0.045 0.036 | 0.012 0.010 5758
0.983 0.020 0.009- 0.009 0.002 27952

' The figures in these tables are based on welghted tabulations. A data appendlx, available from the authors describes the construction of these

weights.

2 Excludes individuals misreporting their employer in the basic February 1995 CPS.




Table 4. Labor Force. Status in February 1996 by Work Arrangement in February 1995

Proportion in February 1996 who were:

Employed - Unemployed Not in labor force
Difference Difference Difference . Difference Difference
between between between between Want to | - between
arrangement | - | arrangement | arrangement arrangement | bein . | arrangement
: ' ' and Different and and and labor and Number of

Status in February 1995] Total full-time | employer | full-time Total full-time | Total | full-time force full-time,” |observations
Agency temporary2 0.810 -0.123 0.515 0.414 0.123 0.098 10.067 0.025 | 0.016 0.008 44
On-call worker 0.734 . -0.199 0.214 0.112| 0.107 0.083 ]0.159 0.117 | 0.034 0.026 320
Direct-hire temporary 0.768 -0.166 0.244 | 0.143 0.062 0.037 |0.171 0.128 | 0.028 0.020 451 -
Contract worker? 0.821 -0.112 0.219 0.118 0.062 0.037 |0.117 0.075 | 0.077 0.069 69
Independent contractors | 0.906 -0.027 | - 0.086 -0.016 0.014 -0.010 [0.079 0.037 | 0.012 0.004 1346
Reg_,llar self-employed 0.870 -0.063 0.069 -0.033 0.011 -0.014 10.119 0.077 | 0.004 -0.004 1252
Regular part-time 0.773 -0.161 0.185 0.084 0.045 0.020 [0.183 0.141 ]| 0.027 ~-0.019 2381
Regular full-time 0.933 0.101 0.024 0.042 0.008 12070

"'The figures in these tables are based on weighted tabulations. The data appendix descrlbes the constructlon of these welghts
2 Excludes individuals misreporting their employer 1n the basic February 1995 CPS. )




Table 5 Multinomial Logit Models Predicting Labor Force Status in March 1995!

Emploved Different Emplover Unemploved Not in Labor Force
(N (2) (3 (C))] (1 ) 3 ()] @) ) 3) 4
Agency temporary 1.325%**  1.313%*%  L111***  1.211%*%% | 1.807***  1.761%** ° 1.490*** 1. 154*** | 1.448*** 1447+ (.718 0.617
. ) [0.044] [0.043] [0.043] [0.040] [0.036] [0.034] [0.026] [0.016] |[0.025] = [0.026] [0.009] [0.004]
‘On-call worker 1.085***  1.118%** 0.943%**  (.798*** | 1.874%** 1.867*** 1.535%%*  1.483%%*%| 2.162%** 2.045%%* ] 354%%% ] 52]%%*
" [0.029] [0.031] [0.025] - [0.020] [0.037] [0.037]  [0.026]-  [0.024] [0.057] [0.052] -  [0.024] [0.019]
Direct-hire temporary 0.844%*%  (0.865*%** ~0.731***  (.708*** | 1.524%**  1.504%*%*  1.240%*%* [251%%*| 1.785*** 1.708*** 0.986***  1.096***
‘ [0.021] [0.022]  [0.018] [0.017] [0.026] [0.025] [0.019] [0.019] [0.039] [0.037] [0.015] [0.011]
Contract worker : 0.856**  0.862**  0.729* 0.775** | -0.604 -0.617 -0.891 -0.797 0.430 0.355 0.299 0.762
T © [0.025] [0.025] [0.020] [0.022] |[-0.004] [-0.004] [-0.006] [-0.005] [0.005] [0.004] [0.004] [0.007]
Independent contractor 0.555%*%  0.575%*% 0.547***  0.629%**| 0.348* 0.371* 0.233 0.118 1.479%*%  1.423%** 0.940%*%  1.287%**
: [0.013] [0.013] [0.013]-  [0.016] [0.003] [0.003] [0.002] [0.000] [0.029] [0.028] [0.015] [0.015]
Regular self-employed . 0.264* 0.294* 0.293* 0.247 0.123 0.155 0.059 -0.277 1.546%**  1.477***  0.855%**%  1.219%**.
. : [0.005] [0.005] [0.006] [0.005] [0.001] [0.001] [0.000]  [-0.002] [0.032] [0.030] ~ [0.014] [0.014]
Regular part-time 0.156 0.185* 0.126 0.022 0.442%%*  0.453%**  0286**  0.157 -0.952%**  0.868***  0.428%**  (.556%**
, - [0.003] [0.003] [0.002] [0.000] [0.004] [0.005] [0.003] [0.001] [0.014] [0.013] [0.006] [0.005]
Another job before - - 0.354***  0.345%%*  (0.253* - 0.229 0.538%**  (.533%%x - -0.733%¥*  0.257** 0. 103
. - ' [0.008] [0.007] [0.005] [0.003] [0.006]  [0.005] [-0.013].  [0.004] [0.001]
- Unemployed before - 0.401***  0.343** 0.319* - 0.480**  -0.283 0.253 - - 1-0.280%* -0.331**  -0.359
- . [0.010] [0.009] [0.008] [0.007] -. [0.004] [0.003] [-0.005]  [-0.005] [-0.003]
Lost job before - 0.083 0.021 0.076 - 0.367*** 0.200 = 0.229 - 0.130 -0.022 0.089
_ o - [0.002] [0.000] [0.002] [0.005] [0.002] [0.002] [0.002]  [-0.000] [0.001]
Number employers <94 < T 0328%%x (0384 *x ) - - - ©°0.092 - 0.144* - - -0.207*** - 0.009
: [0.007] [0.008] [0.001] [0.001] [-0.004] [-0.000] -
Weeks unemployed <94 - - 0.019%**  0.018*** - - 0.054***¥  0.054%** - - 0.049***  0.037***
) - S [0.000] [0.000] [0.001] [0.001] [0.001] [0.000] °
Weeks NILF 94 - - 0.013%**  0.009** - - 0.034%**  0.033*** - - . 0.077%**  0.070%**
i A [0.000] [0.000] [0.000] ~ [0.000] [0.001] [0.001]
In(wage) =~ - - Lo -0.074 - - ' — T 0.195% - - - -0.050
{-0.001} [-0.002] [-0.000]

'All models also include an intercept term and control for age, age-squared, gender, race, education, tenure, tenure-squared, tenure less than three years,

occupation, industry, region, central city and rural location, marital status, and marital status interacted with gender. The marginal effect on the probability of
being employed with a different employer, unemployed, or not in the labor force is reported in brackets. * denotes significance of the coefficient estimate at the
0.10 level; ** denotes significance of the coefficient estimate at the 0.05 level; *** denotes significance of the coefficient estimate at the 0.01 level.




Table 6. Multmomlal Logit Models Pred:ctmg Labor Force Status in February 1996l

Employed, Different Employer Unemployed Not in Labor Force
&3] @ 3 C)) &) @ 3 NQ) ] 2)_ (3) 1G]
Agency temporary 1.992%%%  2.000%**  1.883%%* 1 805%¥* | 2.185%*%% - 2201%** 1,912%%* 1339 1.235* 1.260* 0.496 0.760
- [0.221} [0.220] [0.220] [0.213] [0.077] [0.079] [0.056] [0.024] {0.036] [0.038] [-0.002] [0.016]
On-call worker LOOT***  1.031%**  (.925%**  1.003*%* | 1.599+*%+ [.586%*% 1.275%%*%  1.499%%* | 1.401*** 1.2091*** (.956%*%  (.692%+*
' , [0.075] [0.081] [0.075] [0.087] [0.054] [0.054] [0.035} [0.045] [0.079] [0.069] [0.045] [0.023]
Direct-hire temporary 0.994%**  1.018%¥*  (.988%**  Q.948*%** | 1.466¥*¥*  1.422%**% 1 190%¥*  1.252%%* | 1.550%*%*  1.476%**  1.358%*%*  1.232%%+
[0.072] [0.078] [0.077] [0.075} [0.044] [0.042] [0.027]. [0.030] [0.096] [0.090] [0.081] [0.066]
Contract worker 0.912%**  .918*+*  0.949*+* (0.950*% | 1.205**  1.150**  1.129* 1.200%* | 1.044** ~ 1.021** 1.022%* 1059+
. [0.076] [0.078] [0.079] [0.079] .][0.035])  [0.032] [0.027] [0.029] [0.051]  [0.050] [0.051] [0.051]
Independent contractor 0.162 0.169 0.095 0.115 -0.640**  -0.634**  -0.702**  -0.528 . 0.450%**  0.413***  (.166 0.123
[0.012] [0.013] [0.008] [0.010] [[-0.012] [-0.012] ([-0.012] [-0.009] [0.023] [0.021] [0.008] [0.005]
Regular self-employed -0.016  ~-0.002 -0.072 -0.182 -0.589%*  -0.556* -0.200 -0.092 0.744% %% (. 708%*¥*  0.671%%*  (.643**+
. [-0.006] [-0.004] [-0.010] [-0017] [J[-0.011] [-0.011] [-0.005] [-0.002] [0.045] [0.043] [0.041] [0.037]
Regular part-time 0.310%**  0.333%*%  (304%%*  (278%*% | QATI***  0.457%%*  0.476%** 0.506%* | 0.971%** 0.902%** (.836***  (.799***
- [0.017] [0.020] [0.016]  [0.015] |[0.009] [0.009] [0.009] [0.010] [0.058] [0.053] [0.048] [0.043]
Another job before - 0181  0.211% . 0.185 - -0.004 0.350 0.292 - -0.662*%**  -0.348%**  (.353**
{0.022] [0.020] [0.017] [0.001} [0.008] [0.007} [-0.037]  [-0.022] [-0.019]
Unemployed before - 0.064 -0.021 -0.122 - 0.615%**  0.469 0.439 - -0.281**  -0.382**  -0.343*
. [0.005]  [-0.001]  [-0.009] [0.020] [0.014] [0.013] [-0.017] [-0.020] [-0.016}
Lost job before - . 0.009 0.062 . 0.108 _ - 0.497***  0.429**  0.506** - 0.166  0.060. ~ 0.037
. [-0.003] [0.003] [0.006] [0.014] [0.011] [0.012] . [0.008] [0.0021  [0.000]
Number employers <94 - - 0.298%**+  (.328%*+ - - 0.280%*%*  0.266** - - -0.102 -0.061
: [0.025] [0.026] ' [0.005] [0.005] ~ [-0.009] [-0.006]
© Weeks unemployed 94 - - 0.019%**  0.016*** - - 0.051%%%  0.051*** - - 0.031%#% ~ 0.024%**
’ [0.001]  [0.001] ) [0.001] [0.001] - [0.001] [0.001]
Weeks NILF &4« - - 0.019%++  0.016%** - - 0.031%%%  0.024%%* - - 0.034%*% (. 03]1%#+
a [0.001} [0.001} [0.001} [0.000] [0.002] [0.001}
In(wage) - - - -0.145%* - - - 0.026 - - - -0.132%
[-0.011] [0.001} [-0.006]

'All models also include an intercept term and control for age, age-squared, gender, race, education, tenure, tenure-squared, tenure less than three years,

occupation, industry, region, central city and rural location, marital status, and marital status interacted with gender. The marginal effect on the probability of
being employed with a different employer, unemployed, or not in the labor force is reported in brackets. * denotes significance of the coefficient estimate at the
0.10 fevel; ** denotes significance of the coefficient estimate at the 0.05 level; *** denotes significance of the coefficient estimate at the 0.01 level.




Table 7. Multmomlal Lo&tModels Predicting Labor Force Status in February 1996

Unemployed Not in Labor Force, Don t Want to Be Not in Labor Force, Want to Be
; 0)) 2) 3 @ €)] @) 3 @ (M @ 3 KON
On-call worker 1.330***  1313%%*  1.065***  1.263*** | 1.146***  1.042*** (0.722*** 0410 1.284%*%* 1. 194%** ] (079%* 1.133%*
[0.047]  [0.046] [0.031] [0.039] [0.056] [0.049] [0.031] [0.013] [0.014] [0.012] [0.010] [0.010]
Direct-hire temporary  1.195%*%*  1.164***  0.909%**  1.001*** | 1.302**%*  1.235%**  1.086*** (.986*** | 1.278*** 1.190***  1.041*** ] 186***
) [0.038] {0.037] [0.023] [0.026] [0.069] [0.065] ~ [0.057] [0.046] [0.013] [0.012] [0.009] [0.010]
Contract worker 1.091** 1.034* 1.045* 1.086* 0.608 0.593 0.654 0.853 1.547%* 1.518%* 1.557* 1.193
: [0.035] [0.032] - [0.029] {0.030] [0.022]. [0.022] {0.026] [0.037] [0.022] [0.021] [0.020] [0.011]
Independent contractor -0.675*** -0.668*** -0.703**  -0.540 0.446***  0.406%** 0.176 0.131 0.360 0.343 0.154 -0.046
[-0.011] {-0.011] [-0.010] [-0.008] [0.018] [0.017] [0.007] . [0.005] [0.003] [0.003] - [0.001] [-0.000]
Regular self-employed -0.612**  -0.581** -0.204 -0.089 0.852***  (0.807*** 0.773*** (0.742*** 1.0.144 -0.120 -0.076 -0.027
, [-0.010] [-0.010] [-0.004] [-0.002] [0.042] [0.040] [0.039] [0.034] -0.001] [-0.001] [-0.001] [-0.000]
Regular part-time 0.404***  0.392***  (.432%* 0.455%* 0.949%**  (.882%**  (.783***  (.738*** | 0.741*%**  (.684***  (.847%**  (.976%**
[0.008]  [0.008] [0.008] [0.009] [0.046] {0.042] [0.037] - [0.032] [0.006] [0.006] [0.007] {0.008]

!All models also include an intercept term and control for age, age-squared, gender, race, educatlon tenure tenure—squared tenure less than three years, occupation, mdustry,
region, central city and rural location, marital status, and marital status interacted with gender. The marginal effect on the probability of being employed with a different
employer, unemployed, or not in the labor force is reported in brackets. * denotes significance of the coefficient estimate at the 0.10 level; ** denotes significance of the
coefficient estimate at the 0.05 level, *** denotes 31gn1ficance of the coefﬂc1ent estimate at the 0.01 level.




Table 8. Effects of Growth in Flexible Staffing Arréngements on Job Stability, 1986-1996'

Proportion that one year later are:

Employed, Not in labor Employed,
‘ different employer Unemployed force same employer

1.' One-year labor market transitions, 1986-87 ) o ~ 0.1038 ‘ 0.0338 10,0759 0.7864
2. One-year labor market transitions, 1995-96 | 0.1139 0.0291 0.0763 0.7807
3. Actual changes 1986-87 to 1.995-96 (row 2 - réw 1)- - , 0.0161 -0.0047 0.0004 '.-0.005;7
4. Predicted changes from growth in agency temporaries - ‘ 0.'0030 0.0003 0.0000 -0.0033
5. Predicted changesfrc;m decline in part—tim; employ;rlent ‘ -0.0001 ~-0.0000 -0.0003 0.0004
6. - Predicted changes from decline in self-employmentr' | - - -0.0004- | 0.0004
7. Predicted changes assurning on-call, contract company, and direct- ' 0.0022 0.0()12 g 0.0018 -0.0051

hire temps have doubled as percent of work force

' Details of the data and the methodology for the sirhulations are provided in the appendix.
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NDN launches new Internet strategy to increase
support for "New Leaders for a New Time"

Redesigned www.newdem.orq features robust video and
on-line contribution capabilities

{Washington DC} — Seeking to be one of the leading political sites iﬁ cyberspace,
the New Democrat Network today announced a major new initiative to capture
the voters and donors of the Net

"Qur new Internet strategy w;il allow us,to better reach our prime target audience
- web-savvy people who share the modern views of the New Democrats,” said
NDN founder and executive director, Simon Rosenberg. "The new -
www.newdem,org will help us grow our national network by providing anyone
looking to support candidates who understand the New Economy and the Internet
an easy, simple way to find them."

"With its robust multimedia and on-line contribution capabilities, and future
enhancerments, www.newdem.org will be an important tool helping lead
Democrats onto the Net," added Rosenberg.

Among the new features on www.newdem.orq is the ability for visitors to learn
about NDN's endorsed candidates through text and video presentations and make
on-line contributions to their campaigns - even if the candidates themselves do
not yet have that capacity on their web site. .

Featured on the site are NDN's current 11 endorsed candidates, including Senate
candidates Mel Carnahan (MO) and Pebbie Stahenow (MI) and House
incumbents Brian Baird (WA) and Dennis Moore (KS). Also available on the
site are video presentations of Senators Mary Landrieu, Joe Lieberman and

and House Members Cal Dooley, Jim Moran and Adam
Smith talking about the successes of New Democrat movement.

"The true success of an organization in the new world of the Internet is measured
by its ability to harness the power of the Net towards its overall strategic
objectives,” said Jonah Seiger, co-founder of mindshare Internet Campaigns
LLC, an online political strategies firm which helped develop www.newdem.org.
"NDN has made a commitment to incorporating the Net into everything it does,
from pol;cy positions to the nuts and bolts of political organizing.”

"The New Democrats are creating a new, more modern Democratic Party," said
NDN Campalgn Chair, Congressman Adam Smith (D-WA). "In the House the
New Democrat Coalition.is now the largest group in the caucus, with 64 Members.
More than two-thirds of Democrats elected since 1996 have joined the NDC. We
are voting as a block on issues vital to the New Economy. And we are winning
and keeping the tough swing districts. If the Democrats can follow the lead of the
New Democrats, we will win and keep the majority for a long time to come."

"This new Internet effort is just one more example of the New Democrats

 http://www.newdem.org/news/11171999.shtml
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commitment to lead the country into the Internet Age," continued Smith.

"In this extraordinary time companies and institutions must re-invent themselves
around the Internet or they will be left behind," said Simon Rosenberg. "Our
mission at NDN is to ensure that the Democratic Party re-invents itself so that it
can effectively lead the nation and the world in this fast-changing time. NDN is a
venture capital fund for Democrats. By helping bring new candidates with new
ideas to market we are building a new Democratic Party for the Internet Age."

.

www.newdem.org includes the following new features:

Presentation of NDN’s 11 endorsed candidates

Robust video of NDN’s leaders and candidates

Ability to make on-line contributions to NDN and its endorsed candidates
Free email mailing list featuring election and legislative updates

Election 2000 section with the latest news from the top races
Summaries of New Democrat legislative initiatives :
Recaps on recent New Democrat high tech learning trips to Silicon Valley
and Research Triangle Park, North Carolina. Includes video presentation
by Internet Pioneer Marc Andreessen .

NDN’s web site and Internet strategy is being developed by mindshare Internet
Campaigns (www.mindshare.net). NetCapitol (www.netcapitol.com) provided
additional database design and production. NDN’s webmaster is Patrick Dillon.

About NDN .

Founded in 1996, NDN is the political action arm of the New Democrat movement.
Through recuiting, training, promoting and funding a new generation of political
leaders, NDN seeks to bunld a new and lasting Democratic majority suited to the
Internet Age .

In the 1998 election cycle NDN raised $2.6 millon, won 26 of its top 34 House and
Senate races and helped launch the New Democrat Coalition, which is now the
largest caucus on the Democratic side of the House with 64 Members. In 2000
NDN is on track to raise $5 million.

The leadership New Democrats are providing on issues vital to the New Economy
is being noticed:

. "New Democrats Emerge as Brokers on High Tech Bills" Congress Daily
11/16/99

* New Democrat’s "budding alllance with high-tech entrepreneurs are
making Republicans nervous" Gannett News Service 10/14/99

* "This is a group that's very much in line with the tech industry," Marc
Andreessen, as quoted in a piece on ZDNet 4/7/99

. the "moderate, tech-savvy New Democrat Network" USA Today 4/5/99

For more on NDN visit the About NDN section on WWW. newdem orqg.
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W.E. Upjohn Institute for Employment Research
Employment Research -- Spring 1998
Jean Kimmel

Child Care and Federal Pollcy

Due to dramatic changes in family structure and female labor force participation,
particularly the employment of mothers of young children, non-maternal care for young children
has moved into the forefront of U.S. politics. The extent to which the government should
intervene in work/family choices by subsidizing paid work through child care support is hotly
debated. The motivation for intervention is strong, however, due to perceived problems faced by
workers with children. In particular, low-income families typically must have two earners to be
financially independent, and certainly most single mothers must work to remain independent
from welfare. The fact that employment patterns of mothers with preschool children have
changed so dramatically in the second half of the twentieth century might motivate a
reconsideration of the allocation of responsibility between families most in need without ]udgmg
their work choices or imposing too great a distortion on these choices. )

The social interest in child care policy is twofold. First, there is a strong link between
child care and employment for both married and single mothers. Because of declining real wages
for lesser-educated workers, as well as changes in social attitudes regarding female employment,
mothers in two-parent families increasingly are likely to work for pay. Labor force attachment
for single mothers is growing too, because of changing attitudes and welfare reform. The second
social interest in child care policy comes from the relationship between child care and child
development, and the latter's link to adult outcomes such as employability, productivity, and
criminal behavior. |

Child Care and Employment -

Because mothers in the United States are the primary careg1vers for their chlldren when
these mothers work for pay, they must arrange for the care of their children. Because quality
care involves high labor costs, the cost of child care is relatively h1gh and likely to remain so.
This high cost is burdensome for middle-class families, but the most acute circumstances are
those faced by the welfare-to-work population and the working poor. For these two groups
(nearly identical in financial circumstances), child care expenses can be 25 percent or more of
earnings, such a large percent of the monthly budget that it is truly a barrier to employment.

Child care policy can influence female employment behavior directly via subsidies that
reduce the effective child care price or indirectly through other measures that influence child
care availability or quality. Kimmel (in press) shows that the child care price elasticity of
employment for married mothers is -0.9; that is, a 10 percent increase in hourly child care prices
causes a 9 percent decrease in the average probability of employment. For single mothers, this
elasticity is -0.2, while for low-income white single mothers, the elasticity jumps to -1.4. To get
a better picture of the importance of child care costs, simulations can be run to gauge the impact
on hourly child care subsidies on employment. For low-income white single mothers,
employment probab111t1es increase for about 30 to.50 percent with a 50 percent subsidy, and they




more than double with either a full subsidy or a mixéd subsidy based on income (Kimmel 1995).

There is a growing awareness of the link between the quality of the care an infant or
toddler receives and the child's intellectual and social development (Barnett 1995). One problem
in the market for preschool child care is that parents do not seem to be aware of what provider -
characteristics contribute to high-quality care, and even when they are aware, the dollar value
they place on such quality care is insufficient to meet the costs of providing that care (Council of
Economic Advisors 1997). How our school-aged children are cared for is also a quality issue.
Many relatively young children (aged 6 to 12 years old) are left to fend for themselves after
- school. There is some evidence that signiﬁcant improvements in the availability and quality of
after-school care would reduce juvenile crime and other life-altering negative behaviors (Flght
Crime: Invest in Kids 1988)

There are persistent shortages in the supply of infant care, off-hours care, and after-
school care for school-aged children. These shortages will become more acute as welfare reform
moves forward because of more stringent work requirements and the types of jobs that welfare
recipients are likely to get. Another problem is that much child care is of poor quality, and poor-
quality child care has the greatest negative impact on those children coming from already- ‘
challenged home environments (Cost, Quality, and Child Outcomes Study Teams 1995). Finally,
there are equity, or distributional, concerns related to the high cost of child care, particularly for
“ lower-income workers or those making the welfare-to-work transition.

Federal Pohcy and Leglslatlon

In 1993, about $17.3 billion was spent by families on chlld care for children under 5
years of age (U.S. Census Bureau 1995). In fiscal 1997, about $13.8 billion was spent by the
" federal government, largely in programs such as Head Start, the Child and Dependent Care Tax
Credit (or its counterpart, the Exclusion of Employer Contributions for Child Care Expenses,
otherwise know as flexible spending accounts), and the Child Care and Development Fund (the
“new child care block grant to states). Clearly, the federal government is already heavﬂy involved
in the various markets that are responsible for the care of young children.

In January of this year, President Clinton proposed several new child care policy
initiatives involving approximately $20 billion in federal funds. A quick search of the Internet
for congressional activity regarding child care reveals over 50 proposals in the last year,
although the most recent (spring 1998) Republican budget blueprint does not include any new
child care spending. Because subsidizing child care affects the child care and employment
choices that families make, politicians are wary of suggesting policies that seem to encourage
nonmaternal care for young children; yet because so many mothers rely on nonmaternal care .
already, it is also politically smart to pay attention to these mothers' preferences for affordable,
high-quality child care. President Clinton's broad child care policy package includes most of the’
proposals suggested by individual members of Congress, addressing affordability for lower- or
middle-class workers, availability, and quality. One additional proposal from the Republican
- side concerns support for stay-at-home mothers in two-parent families. '

From distributional as well as efficiency standpoints, policies that address basic




affordability concerns for the working poor and those making the welfare-to-work transition are
most critical. Dollar for dollar, child care expenditures have the greatest impact on these groups
and also may tend to impose the least distortion on work choices, given that paid work is
necessary for most poor families. Of the current proposals under consideration, increases in
funding for Head Start and the Child Care and Development Fund are the most well-targeted by
these criteria. The 1996 welfare reform legislation articulates a national attitude that there are
merits to work beyond the paycheck. The likely intergenerational benefits accruing from .
attachment to the mainstream economy are difficult to measure empirically but still form part of
the basis of this new welfare policy. However, work for this group must first be possible,
meaning that child care costs cannot exceed a welfare mother's paycheck after housing and food
purchases. The GAO (1997) concluded that ever before the latest major welfare reform, ch11d
care subsidies were msufﬁ(:lent to meet the demand for such support :

Affordablhty for the middle class is addressed with the increased fundmg for the Child
and Dependent Care Tax Credit. However, this credit (also available through employer spending
accounts) may be targeted too broadly, providing benefits for families having sufficient income
to do without such support. The federal tax dollars could be better spent if targeted on more
needy subpopulations like the working poor and the lower middle class. A move in this direction
would be to make this credit refundable. As it exists currently, it is not broadly available to those
who are the most financially needy, because the lowest income workers owe no federal income
taxes, particularly after recent increases in the Earned Income Tax Credit. Adding refundability
to the Child and Dependent Care Tax Credit could be financed in part by phasing the credit out
at higher income levels. The affordability issues that the Republican party proposal
addresses—namely, the budget problems faced by families with a stay-at-home mother—is
~ addressed, although minimally, in the recently passed Child Tax Credit.

Legislation to provide funding to influence quality, such as the money allocated for
quality in the new welfare reform bill and the proposals by Clinton; are good starts, although the
expected outcomes from the specific programs proposed are unclear. Because some of the

_quality problems in this market arise from imperfect information, it would be useful for the
~ federal government to'lmplement a broad, national advertising campaign to help educate parents
about quality child care and to direct them to already avallable resources that help them locate
quality care.

Afterthoughts

Women and families face a complicated set of choices, each with its own opportunity
‘costs, in trying to resolve the work/family dilemma. While any resolution involves largely
personal choices, there is a role for government, particularly for the working poor, for both
equity and efficiency reasons. As for the current child care policy proposals, probably the most_
encouraging aspect of them is that our elected officials seem to be taking seriously the concepts
that child care is a critical factor influencing the work decisions of mothers and fathers and that
nurturing our children both psychologically and mtellectually has a strong influence on adult
outcomes. : :

Suggestions for further reading
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Landmark Study of Socially Engaged /nternet
Users

Study Finds Vast, But Largely Untapped Potential

CLICK HERE to download the report and supporting materials

ARLINGTON, VA -- A first-ever study of internet users' interest in
engaging with charities and advocacy groups onliné reveals a vast,
but largely untapped potential for using new technologies to mobilize
people for social change. This is the principal conclusion of a study
released today by CMS Interactlve a division of Craver Mathews
Smith & Co. (CMS).

The study, conducted by pollster Mark Mellman, found that nearly 50
million Americans over 18 have internet access and currently either
give their time and/or money to such causes as poverty housing,

human rights, civil liberties, international relief, or the environment. Of -

these, however, most have never visited the Web site of a charlty
and onIy 3.5 million say they have given online.

"The more sensational stories of Internet giving for Turkey and
Kosovo does not reflect the reallty for most cause groups," said CMSi
Director Mark Rovner. "If you're not the International Red Cross, the
Internet revolution has yet to change your life."

But it may soon. The study identified a core group of 7.5 million
Americans - so-called "Progressive Pace-Setters" —- that has already
begun to embrace advocacy and charitable giving online, and
another 7.3 million - dubbed "Thresholders" -- who appear to be on
the verge of following suit. The study also found that socially
engaged Internet users are at least as numerous, and on average 20
years younger, than typical members acquired through such
traditional means as direct mail.

"These young Internet engagers are potentially very good news for
charities and public interest groups,” said CMS President Rosemary
Amatetti. "A study we commissioned last year of contributors to
cause groups and charities found that only 17 percent of those -
members were under the age of 50. It may well be that the Internet
represents an important new audience for these groups.”

But the study also suggested that the Internet is unlikely to-replace

-more traditional approaches to giving or advocacy any time soon,

even among these socially engaged cybersurfers. Concerns about
privacy and credit card security, for instance remain high: 71 percent
said they were "very" or "extremely" concerned about the security of
their personal information online. Nearly 90 percent said they would

[ never give their credit card information out to a charlty or public

interest group.

Nor does the Internet appear to offer escape from the "bricks and
mortar” challenges of running a charity or advocacy group. By a 3-2
margin, en,?aged Internet users say they are more likely to visit the
Web site of an organization with which they were already familiar
than one they first encountered on the Internet. And a 33 percent
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plurality said that a group's brand identity and repuiation would be the
most important factor in deciding whether to give online.

"When you get behind the hype, you find some exciting opportunities,
but the reality is that the Internet represents valuable new tcols, not
an entirely new world," added Rovner. "Learning to master those
tools is the next big challenge.” . :
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Established in 1975, Craver; Mathews, Smith & Company (CMS) is

the oldest and largest provider of communications, direct marketing,
and fundraising services to many of America's foremost advocacy
groups and charities. Current CMS partner-clients include: American
Civil Liberties Union, Amnesty International-USA, the Christopher
Reeve Paralysis Foundation, Christian Children's Fund, Habitat for
Humanity International, Handgun Control, Inc., the Humane Society
of the US, Heifer Project International, and The Wilderness Society.

© 1999 Craver. Mathews. Smith and Company
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