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I. Introduction

Any viable enterprise must somehov accomodate uncertainty and flux
in both output and input markets. In this paper, I explore the use of a
hitherto largely neglected mechanism for accomplishing this:  the use of
vorkers who provide their services only on an ae-needed basis. Reliance
on. this sort of flexible staffing arrangement offers employers an
alternative . to adjuesting hours, adjusting the size of the regulsr
workforce, and/or using inventories as a buffer, approaches that have
been the focus of a considerable body of earlier vork.l I conclude that
the use of flexible staffing arrangements conatitutes an important
component of many U.S. employers’ short-term adjustment strategiles.

There are at least two sorts of fluctustions that may lead
employera to use flexible staffing arrangements. First, if demand
variee from period to period, it may make sengse to caover some part of
peak demand with flexible staffersa. Second, it may be appropriate to
rely in part on flexible staffing arrangements to deal with labor supply
fluctuations due to absences, vacations, leaves, and 80 on. Section II
develope two simple models designed to illustrate how demand variability
and the existence of a stochastic component in regular employees’ labor
supply affect employers’ optimel staffing atrstegies end, in particuler,
create a motivation for using flexible ataffing arrangements. Empirical

Most of this earlier work has been concerned with firms’ responses to
fluctuations in product. demand. Hart'  ¢(1984) discusses the choice
betveen hours adjuatment and employment adjustment, and also cites
numercus other studies; see particularly Nickell (1978). Medoff
(1979) discusses the allocation of the burden of adjustment to
downturnas across layoffs, quits and houra reductions in union and
nonunion settinga. Topel (1982) analyzes the strategic use of
inventories as an alternative to varying employment and/or hours.



evidence on the ume of agency temporeries, short-term hires and on-cell
¥orkere from & new gurvey of over four hundred i.5. employvers is
pregented in Section III. Thie survey yields unique evidence on the use
cf these flexible =taffing srrangements, on employers’ reasonsg for
relying on flexible stefferse and on the organizationsl characteristics
sgsociated vith flexible staffing use. The aurvey results support the
concluzion that, in the United Stetes, flexible staffing arrsngements
pley an important role in the short-run 2djusiment process.

In recent years, considerable stiention has been given to what
anecdotel evidence suggests is an increasing reliance on nonetaendard
employment relstionghips by many U.S. smplovers. ¥hile this paper does
not Bpeak direcily to the guesition of how and why the use of flexible
staffing arrangements hasz changed over time, it does provide s benchmark
for fuiture invegtigations. Section IV summerizes the paper’s main
conclusions and suggests some directions for future research, including

some thoughte on the changing pettern of flexible staffing use.

Hodels of Emploverg’ Staffing Decisicons

bt
-

The t¥o mimple models presented in thie gection of the paper
provide 2 starting point for thinking sbout the role of flexible
ztaffing srrangemente in employers’ overell staffing sirestegies. In the
firat model, dewmend varies snd employers cover pesk demend with workers
#ho provide their services on an ss-needed basis.z In the second, the

existence of a stochastic element in the labor supply of wvorkers hired

2 This model is much in the spirit of Piore (1980), who suggeete that

different employment arrangemente are likely to evolve to cover the
stable and the unstable components of demend.



on long-term contracts (vacations, leaves, etc. ) provides the motivation
for using flexible staffers. Both models imply. that flexible staffing
arrangements should be an important component of many employers’ cost-
minimizing staffing plans and suggest geveral factors that should
influence the extent %= which they are relied upon. At the end of the
section, I briefly dimscusz how alloving for alternatives to the use of
flexible staffers affecte these modele’ implications.

The partial equilibrium nature of the analysis undertaken here
should be stressed from the outsmet. In the models that follow, the
relative costs of employing vorkers under alternstive arrangements are
taken as fixed. While these models capture important features of
individual employers’ decisions regarding the use of flexible staffing
arrasngements, a full understanding of the evolution of flexible staffing
patterns will! eventuelly require consideration of the overall demand for
different sorts of workers. and the supply of labor to different sorts of
jobs.3

Stochastic Demand for Qutput

Variabillity in product deﬁand is one potentially important
motivation for using flexible astaffing arrangementa. Thig can be
illustrated in the context of 8 simple model of a cost-minimizing firm.
Each period, this firm produces output x, where x is digtributed as
£ix}. Ignoring discounting, actual output may be thought of as either

unpredictable (each period’s output drawn from the mame fix;

In & perfectly competitive labor market in which the workers’
preferences for stable versus unstable vork vere static and firms’
flexible staffing needs were uncorrelated, individual employers would
face fixed relative coste of employing workers under mslternative
arrangements. This need not be true if labor markets are not
perfectly competitive, workers’ preferences change over time or firma’
flexible staffing needs are correlated.



digtribution! or predictsble {output varying cver, =ay, the course of a
year according to some zeascnal pattern that is known in advesncel. At
this point, I assume that, in the initial period, the firm musi make a
once-and-for-giil decision concerning the number of regular employees,

L, %o pe hired gt & given ¥age, wp; new regular ¥orkers cannoct be hired
ter on and regular ¥orkers never leave the firm, I alsc asgume
initially theat reguler vorkers work s fiwxed number of hoursa.

Each regular emnployee can produce one unit of ouiputl per period.

2N

If it turns cut that x = Lp' the regulasr workforce can produce a1l the
sutput reguirsd and no temporary workere will be hired. if » » L, the

e up

firm mey nhire supplemenial workers, LE, at & given wage, ¥ , tonw

]
ghortfalil in preduction capacity. Because theme flexible ztaffiersm

are unfamiliar with the firm’s production process, they may be leeg
productive than regular workers; b flexible staffers are required 1o
produce one unit of ocutput, b2l.

A& more complete model might explicitly incorporates other
differences beiween regular employees and flexible staffers, s=such as
differences in expected supervigion costs. 4z already noted, lexible
staffers zre likely to have less euperience with the pariticular tasks
they are performing than regular employees. Horecver, a fliexible
staffer who expects to be on 2 job enly = short time will not be
motivated by the hope of future revards for good performance and may far
thet reeson be more likely to shirk. for both of these reasons,
flexible steffers may require closer supervisicn than regular employees.
The essiest way to alloy for these possgibilities is to think of wp and
v as the total per-hour coste asgasocisted with the use of regular
employees and flexible steffere, respectively, including not only wages

and benefits but alsoc indirect costs such as supervieion costs. I



assume that it i3 more expensive to produce a fixed quantity of output
using flexible staffera then using regular vorkers (bvB > vp), 80 that
some regular wvorkers are hired,4

The firm’s problem is then to choose the level of regular

employment that will minimize its expected production coets:

x
(1) E(C) = w L +»w_|bix=~L) f£0xdx,
PP 8/ P
L
=3
where x is the maximum of the ocutput distribution and b(x-Lp) equals the
number of supplemental workers hired when x > Lp.5 The first order

condition for a minimum is:

x
(2) ¥_ = bw j fix) dx
P E]

L
P

Intuitively, the firm equetes the cost of expanding production cepacity

In a perfecfly competitive labor market in which flexible and regular
staffing arrangements coexist, equilibrium wages for flexible ataffers
should exceed those for equally-able regular employees; with b2l, the
atated assumption holds. Shapiro and Stiglitz (1984) and Bulow and
Summers (1986} argue that, if labor markets are not perfectly
competitive, it may be optimsl for emplcyers to pay some vorkers
above-market wages. They reason that fear of losing a high-paying job
will inhibit worker shirking and that this inhibiting effect will be
strongest where workers expect to remain on their jobe for a long time
if not fired for poor performance. This reasoning suggests that it
may make sense to pay flexible staffers market wvages and closely
monitor their performance,. but to pay regular employeea above-market
wages, thereby saving on direct supervision costs. In this situation,
the per-hour costs of using flexible staffers may exceed the per-hour
costs of using regular employees even though flexible staffers’ per-
hour wages. are lower.

The firm maximizes expected profits subject toc the constraint that
L +« L /b xx
for afl x.? Given our agssumptions, this implieg that
L "= b{x-L )
when 5 > Lp. ?his expression for La has been substituted in egquation
(1.



by hiring another permanent employee to the expected cost of producing
the marginal unit of output by hiring flexible staffers as needed <bw5
timee the probabillity that flexible staffere sre hired). This firet
oerder condition can be revritten:

(23 R = beg, v
bw
=3

vhere R ig the fracticon of its cutput distripution the firm chooses %o
cover with regular sorkers. k2 might be expscied, R incressem with b;
thet is the lover ithe reletive productivity of flexible staffers, the
smallier the expecited number hired. Thuas, one implication of the model
ig that the use of flexible gitaffere should bhe grester in positiona in
ehich firm-gpecific skille sre relatively unimportant for successful job

performence. E also decreases vith “p and increages with ws; that ie,

o
i+

ne lower the reliative cost of using flexible stzffers, the greater the
reliance placed upon them.

Intuition suggests that increases in the dispersion of demand
ocught to incresse the expected ratic nf supplemental to regular staff.
This intuition can be formalized. Imagine 2 mean-preserving spread of
t“he original demand distribution such that:

{43 ; = 3o+ iw-ul/k, Dkl
and

(55 f(;) = k f(x;

#here ; is the new cutput varisble, 4 is8 the common mean of the new and

the old output distributions, and ¥k captures the relative digpersion of

the new distribution compered to the old, with smaller wvalues of k being
agsociated with grester relative dispersion. Hote that R, the share of

ite demand digstribution the firm chooses to cover with regulsar

employees, is independent of the disgperaion of demand. if Lp is cptimal



regular employment in the initial situation, optimal regular employment

in the new regime is:

(6) L = f e ~-Foooen @ < ko<1,

The expected level of temporary employment in the new regime ia:
x x
(7 E(L » = Jb(x—L pofixidx. = J E (x-L ¥ fix) dx .
8 P P
L L

p

The proportional change in Lp associated with an increase in demand

disperasion (decline in k) ia:

(81} = e e

and the proportionasl chenge in E(LB) turns ocut to be simply

-SE(LB)/ék 1
(9 =

it Lp ig less than the mean of the demand distribution (R =< 1/27,

increages in the dispersion of demand reduce Lp and increase EtLB), 20

E{La)/Lp clearly increases. But even. if Lp ig greater than the mean of
the demand diastribution (R > 1/2), 80 long as H is positive -~ which it
must be for any observed demand distribution --.the percentage increase

in Lp will be less than 1/k, 8o E(Le)/Lp increases. Thue, increases in
the disperaion of demand of the sort considered here unambiguously raise

the expected ratioc of supplemental to regular employment.



Stocheetic lLabor Supply by Regular Workers

The preceding diescuseicn assumes that regulsr employees supply &
fixed flow of labor servicee to the firm. But any manager could tell
you {(though perhape not in preciesely these words!) thst there is a
stochastic element in employees’ labor supply. fOverstaffing ie one way
to accomecdate vacatione, leaves, abgences due to illness, etc.; relying
on gupplemental workere to £ill in for regulsr smployees as needed is
another, pcesibly complementary, strategy.

Let us represent the stochastic nature of regular employees’ labor
supply as follows:

(1@ L_ = gi,
vhere Lp is the sctusl guantity of labor supplied, L is the number of
regular ¥orkers hired. and g is distributed s f£(g}, 2 < g < L. This
mezana that the deneity of the lebor supply distribution can be written:

(113 f(Lp) = f(g)*(l/L).G
Hote that there ig no reason to use flexible staffers unleés g varies
from pericd to pericd. If individual employees’ labor supply varied but
the aggregate quantity of labor supplied by regular employees within a
relevant grouping did not, one could simply hire i/g times as many
regular ewmplcyeem as actuslly needed and have exasctiy the right number
at work in every period. In general, however, g will vary from period
to periocd. For example, abesences are typically higher on Mondays and
Fridayg than on pother days of the week, and mcre vacations are scheduled
during the summer than st other times of year.

I essume that regular employees mumst be paid whether they work or

Thie ie lees general but more tractable than writing the firm’s labor
supply function as g(L), with density f(g(L)).



not. Ag in the previous model, I also assume that the cost per
effective unit of labor suplied by supplemental vorkers is higher than
for regular employees (here, bvs > vp/E(g)), so.that some regular
employees are hired,7

To. highlight the implications of stochastic variation in the
quentity of labor supplied by regular employees, output is taken as
fixed.  The firm’s objective im to choose L to minimize expected

production costs:
®
(12) s<c;=vL+vatx—L)f<L)dL.
P 8 P P P
&

Substituting for Lp and f(Lp) from equation (10) and equation (11}

above:
L
bi(x - g+L) fi{g’) dg.

x

(13} E(C) = w L o+ w
P

®
& N

Differentiating with respect to the number of regular employees hired,
L, yields the first order condition for cost minimization:

x/L
(14 = b figs d
) vp 's J g fo g
.

Given our assumptiona, thie. condition implies that the firm will chooee

The sssumption that regular employees must be paid whether .they work
or not is appropriaste for situations where moat of the stochastic
variation in regular employees’ labor supply reflects paid vecations,
paid sick leave or other paid time away from work, but not for
situations where most of the stochastic varietion reflects unpsid time
awvay fraom work cor unexpected guits. I1f regular workers are paid only
for time actually worked, the optimizing employer uses relatively more
regular employees and relatively fewer flexible staffers.
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to hire more than x regular empioyees.a Flexible stafferg are used to
£ill in when g+L is less than x. Thug, ocveretaffing and the use of
supplemental workere are complementary approaches to dealing with
variation in regular employees’ Lsbhor supply. A2 in the model with
variable demend, decreasgees in b, increames in w , =zand decresees in ws

P

all lead the firm to reduce the number <f regular ewployeesg hired and to

increasse its reli e on flexible gtafferas. Though intuition suggests
that increzseg in the variability of the firm’'s abgeniteeism rate should
raise the relative use of gupplemental workers, this does not in fact

held sg s general proposition.

lternetives to the Use of Flexible Steffing Arreangements

A model in which emplioyers’ only choices are to use regular
egmployees who work a fixed number of hours or to use flexible gtafiers
is, of ccourse, unrealistic. Some of the mliternative approaches to
desling with variability/uncertainty in product demand and labor supply
have aslready been mentioned: varying the hours waorked by ;eguiar
workers; hiring and firing regular workers as conditions change; and/or
uging inventories as a buffer

For many employers, varying regular employees’ hours of work,
particularly through scheduling of overtime, is an important instrument
for ebscrbing demand fluctustions and for handling absences, wvacsiicne,
leaves, and sc on. The =ability to vary regular employvees’ houre ie not,
however, a perfect subetitute for the use of flexible steffing

arrangements. Standard arguments imply that marginel productivity of

If L equalled x, equation {(14) could be rewritten
¥ = bw E(g},
but wé have assumed
¥ < bw E(g}.
=] [}
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hours worked by the regular workforce during @ given time period will
eventually decline. . For a firm with a given regular workforce, beyond a
certain point it will be cheaper to accomodate higher-than-usual demand
or higher-than-usual abaenteeism by using supplemental staff rather than
by increasing regular workers” houras.

Adjusting the asize of the regular workforce is another approach to
accomodating changing circumstences. If there is a change in demand or
in employees’ labor supply behaviour (for example, an increase in
expected absenteeism) thaet ie expected to persist for an extended period
of time, one would expect an employer tc mske changes in the size of the
regular workforce. But one would not expect an employer to hire
additional regular staff to meet short-term needs; any wage savingé
aggocieted with using additional regular staff rather than flexible
ataffers vwould be more than offset by the fixed coasts of increasing and
then decreasing the agize of the regular workforce. Hiring costs include
the costs of screening potentisl new hires plus the costs of any initial
on-the-job tréining provided. The costs of reducing the size of the
regular workforce will depend upon the method chosen for accomplishing
that end. Attrition takes time; moreover, the wrong employees (from the
employer’s. perspective} may choose to leave. Layoffe may alsc be
costly, both because of government regulations (for example, U.S.
employers who lay off workerse may incur increased unemplcyment ingurance
coste) and because of firma’ own previous strategic decisions (for
example, a no-leyoff firm that resorts to layoffs may experience

deterioration of employee morale and commitment). So long as the costa

Increases in L lower the value of the right hand side of eguation
(14). Given our initiel assumptions, L must be greater than x.



iz

of adjusting the size of the regular workiforce exceed the costs
asgociated with taking on and releasing flexible zstaffere, there w#ill be
circumstances under which 1t ie optimel tc rely on flexible stafferea.

In certain gocds-producing industries, inventories may be uged to

buffer fluctuztions in demand or, poesibly, in regulisr employees’ labor

BUppLy. The degree of reliance on inventory buffer stocke will depend,
ceterig paribus, on the costs ssscciated with holding them. 4 strategy

of holding sufficient inventories 4o cover =1l posseible contingencies is
likely to be very expengive. Thus, even in industries producing
reascnably standardized and storsble products where the use of inventory

buffer stocks is feagible, there ig likely to he & role for flexible

ateifere. A mimilar argument can be made concerning the sirategy of
lengthening delivery or waiting timee during buey periocds. Some
lengthening of the customer gqueue may be optimal; hovever, if delivery

or service lags become too long, customers will seek other scurces of
supply. Thus, beyond a certain point, it will pay to hire flexible

staifers.

II1. Empirical Evidence on the Uge of Flexible Staffing

Arrengements by U.S. Emplovers

The theoreticesl discussion just concluded suggesis that flexible
staffing arrangemente can play an importent role in employers’
accomodation of variatione in demand and/or in the labor supply of
regular employees. Flexible ztaffers should be concentrated in jobs
that require little firm-gpecific knowledge or skills, and the duration
of flexible staffing assignments should be gufficiently short that

adjusting the size of the regular workforce is not a cost-effective
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alternative. The theoretical discussion alsc impliea that the use of

flexible staffing arrangements should be greatest in organizations

where: the relative costs of using flexible staffers are low; demand . i8s
highly variable; and alternastive methods of accomodating fluctuatione
are costly. This section of the puper presents new empirical evidence
on U.S. employers’ use of flexible staffing arrsngements intended to
shed light on these propcsitions.

The Flexible Staffing Survey

The dats analyzed here come from an employer survey that I
recently. conducted in collaboration vith the Buresu of National Affairs

(BNA). The survey questionnaire included questions on responding

organizationa’ use of agency temporaries, short-term hires, on-call

workers and contracting out. The analysis in this paper focuses on the
first three of these arrangements, all of which involve bringing people
other than regular employees onto the orgsnization’e premigmes to do work
that in principle might be done by regular employees. My objectives
were to document the reliance upon these arrangements and the factors
responeible for their use.

For purposes of this study, respondents were given the following
definitions:

Agency Temporaries: Individuals employed through a temporary help
agency to work for your organizetion. Examples:
accountants, clerical help, laborers, maintenance
workersa, nurses.

Short-term Hires: Employees hired on the company payroll either for =
specific pericd of time or for = specific project.
Examples: employees hired during the Christmas
season,  students hired for the summer, employees
hired for a one-time project or event. Thie
clagsification includee freelancerg hired by the

hour or day, but does not include individuale in an
"on-call” pool.
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On-Call ¥YWorkers: Individuels in a pool of workers who are called in
on an as-needed haggis. Examples: laborers
supplied by =& :nion hiring hell, retirees who work
for & few days a month.

All gquestions on the gurvey pertained to cslendsr year 1985.

The murvey questionnasire wes sent during May 1386 to 799 human
resecurce executives at private firme, sowe corporate-lievel personnel and
gome with diviegion or plent level responsibility. All were members of a
standing panel previcusly soclicited for participation in = short
quarterly survey on asbgence and turnover rates and in an annual Burvey
an personnel deperiment activities and budgeis. A followvup letter
including another copy of the survey form was sent to those executives
¥e had not heard from by the end of June 1986. Replies from 469
respondents were received by the end of July 1986. The guestions about
arn-call work generated some confusion; followup telephone interviews
vére conducted tc clarify the ansvers toc these questiona.g Altogether,
442 surveys wvwere usable in at least some of our analyses, a usable
response rate of 355 percent.le

The replies do not mirror the industry distribution of employment,

but are sgkeved towarde menufacturing, finance, insurance and real

Many respondente did not provide the information needed to estimate
on-cell use intengity. Between mid-July end mid-August of 1886, my
research aseistant, Kelly Eastman, telephoned all 92 reapondents who
reported using on-call workers other than former reguler employees;
ugseful clarification was obtained from 55 of these 92 respondents

1@ Respondents who did not answer all the yes/nc questiona about whether
they used each of the various flexible staffing arrasngments were
excluded from all analyses. I algo excluded & very few replies from
agriculturel, mining and construction firme, one reply from a firm
located in Puerto Rico, end two replies from firms wvhose industry and
locaetiocn could not be determined. Tvo respondente replied twice; in
these cases, I used the informetion from the earlier reply
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eatate, and health care, and away from trade and services other than
health care.11 In addition, almost all the responding organizations had
more. than 5@ employees at year-end 1385 and many are part of even larger
corporations.12 While the nonrandom nature of the survey sample
mandates caution in gzneraslizing from the survey findings, evidence
described at the end of this section suggests that the pattern of
flexible staffing use repcrisd by survey respondents is not out of line
with that of U.S. employers overall.

Use of Temporary Workers, Short-Term Hires and On-Call Workers

The top panel of Table 1 reports the percentages of responding
orgenizations that use. flexible staffers. Qverall, 93 percent of
respondents use at least one of the three flexible staffing

arrangements.

The industry distribution of survey responses, the industry
distribution of employment in establishments with 5@ or more
employees texcluding agriculture, mining, construction and

government’), and the ilndustry distribution of total employment tagain
excluding agriculture, mining, construction and government) are as
followse:

Survey 1984 Employment in 5@+ Total 1984

Responges Employee Establishments  Employment
Manufacturing . 566 . 385 . 270
Trans. /utilities . @66 L2777 . 965
Trade . 923 . 199 . 300
Fin./ins. /real estate 176 . 074 .81
Health cere . 127 . 106 .87
Other gervices . 043 . 168 .198

The numbers in the two right-hand columns come from United States
Buresu of the Census (1986).

12 In the letter accompanying the first survey mailing, respondents were
instructed that "(1i)f staffing practices vary by facility or if you
can provide more accurate information for particular facilities than
for the company a8 a8 whole, please anasver for one facility,
preferably the largest.” Some replies apply to a single
establishment; some apply to a division or subsidiary; and some apply
to an entire firm. Thig makes meaningful compariscon of the size
distribution of responding organizations with other date difficult.



Table 1: Percent of Orgsnizations Using Flexible Staffers

gnd Intensity of Their Flexible Staffing Uge

Agency Shert-Teras On-Call 411 three
Temporsrics Hires ¥orkers Combined

Percent of orgenizetiocns
uging flezible staffers 77 &4 36 33
Gverell seag gee intengity

2BONYG uBETE 82 55 .62 1.49
Hean uge intensliiy auong c
top 25 percent of users ' 2.84 2. 43 2.83 4, 56
Hean use intengity aucng o
top 18 percent of ueers 5. 86 4.16 3.92 7.91
FPercent of users with
uge intensity in renge:

3.8 to 8.49 76 53 75 45
%.56 to ©.95 11 23 11 21
1.8 to 1.99 4 1 s’ 16
2.868 to 4.99 4 8 3 1@
5.98 1o S9.99 3 2 1 6
13.06 to 14.99 1 [} 2 i
15.96 and up i ] 1 1
Sample Bize 263 221 107 329
Toteal nusber of users 333 282 161 413

*The percenteges in this rov sre based on 442 totel responses.

bThe uge intensitiee reported in thie rov represent the contribution
the given category of flexible staffers, expressed in person-yesrs of work

divided by the number of reguler employees times 108,

of

cThese egtimetes are heged upon ensverse from respondente vho provided
These reazponsee vere
¥eighted in inverse properticn to the reeponse rate in the relevant uame category
(use mgency temporaries only, use both agency temporeriee end short-term hires,
and 20 on). In defining use categories, those vho used only former reguler
employeee e8 on-call vorkers vwere distinguished from other on-cell ueers.

complete informetion on flexible eteffing use intensity.
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While previous studies have suggested that many U.S. employers use
flexible staffers, particularly agency temporaries, to my knowledge none
has yielded estimates of how intensively these arrangements are used.l3
For each type of flexible staffing, the survey described here collected
twvo pieces of information that together permit an estimate of use
intensity: the total numbter of agsignments during calendar year 13985;
and the typical duration of cazlzndsr year 1985 aseignments {vhich can be
expregsed a8 a fraction of & year). Fer each organization for which
both of these pieces of informaticn were reported, their product yields
an estimate of person-years worked by flexible staffers. This person-
yeara number was. then divided by regular employment ae of year-end 1985
and the resulting ratio multiplied by 10@ to yield a use intensity
measure that is a rough proxy for the average percentage addition made
by flexible staffers to the regular workforce’s labor input over the
courae of the year,,1

The second panel of Teble 1 reports estimates of how intensively

i3 The best earlier study was carried out by Donald Maysll and Kristin

Nelson (Mayall and Nelson (1982); see also Mangum, Mayall and Nelson
{1985)). Their date apply to 1981, a year in which use of flexible
staffers might be expected to have been low; they collected
information on whether firms used agency temporaries, short-term
hires. and on-call workerse, but not on use intensity. . Official
government statistics provide information con temporary help industry
employment but not on where agency temporaries actually: work. See
Carey. and Hazelbaker (1986) for a discussion of these data.
14 Not all users of flexible staffing arrangements provided complete
information on their intensity of use. The responeges from those that
did were wveighted in inveree proportion to the response rate in the
relevant use category {(use agency temporaries only, use both agency
temporaries and short-term hires, and so on). In defining use
categories, those whose only on-call use consisted of sometimes
having former regular employees come in to work were distinguished
from other on-call users.
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flexible staffers are used. These estimates indicate that asverage use
intensity among usere of each of the individuml cateqgories of flexible

to

staffing amounts to between a 9.5 percent and 1.2 percent addition
thelr regular employment, with combined use for organizations using at
ieast one of the three arrangemente averaging a 1.5 percent addition,
Since 93 percent of esll respondenta ssid that they used flexible
gtafliers, this number implieg an average use inteneity ascross sll
gampled organizetions of spproximaetely 1.4 percent.

The use intensity distribution is markedly skewed. For most
organizetiong, use intensities are swmasll: 45 percent of user
argenizations had use intengities for sll three cstegoriss of flexible
ataffers combined of less then 8.5 percent and ancther 21 percent had
uge intengities of lesge than 1.0 percent. But for & minority of user
orgenizations, use intensities are very large: & percent had use
intensities in excess of 5.2 percent and 2 percent had use intensities
in excess of 13.9 percent.

A impertant assumption underlying the disgcussion in Section II
wae that flexible steffers coet more per hour tc employ than comparably
productive regular employees; othervise, I reagoned, there would be an
incentive for employers to employ only flexible mteffers, at lesst in
certain types of jobs. Testing thie aessumpticn turne out to be very
difficult. The deta in the top psnel of Teble 2 pertain to the direct
hourly coste associated with umsing fiexible stasffers. The ansvers imply
thet temporary help agenciee’ per-hour charges typically equaly or
exceed the per-hour wage and benefit coste asscciested with regular
employeeg in comparable positions; however, =z substantial share of users
of short-term hiree and on-csll workere report lover per-hour wage and

benefit coets for those flexible steffers than for regualr employees in



Teble 2: Selected Characteristics of Flexible Staffing Use

Agency Short-tera On-call
Temporaries Hires Workerg

Percent of users reporting direct
cogte of flexible staffers
compared: vith regular eaployees:

Generally higher 42 6 11
Generally about the saame 38 33 46
Generally lover 27 68 i 43
Sample Bize 330 273 156

Percent of users reporting
typical sssignment duration:

Up to 1 wveek 26 2 54
1 week to 1 month 41 9 27
i to 3 monthe 25 73 11
3 to 6 months- S i3 4
Hore than 6 months 2 3 4
Sample size 307 269 139

Percent. of users reporting
sssignments that are:

Managerial/adwministrative 1 = 6
Profeesional/technical 29 38 35
Office/clerical 96 75 63
Sales 3 S 4
Production/gervice 29 44 36
Sample g8ize 336 277 159
Total number of users 339 282 161

% The question asked sbout agency teaporaries vas, "Ia your hourly cost for
agency temporaries generally higher or lover than the hourly pay and benefits
coates for regular eaployees in comparable positions?® The questions about
short-ters hires and on-call workers subatituted "your hourly psy and benefits
cost” for "your hourly cost®.



comperable positicne. Unfortunately, 1t wes not possible to collect
information either on flexible staffers’ relative productivity or on the
relative costs of supervising them, as would have been required to
construct direct estimates of per-unit production costa. The dats in
the secaond panel of Table 2, which show that filewible staffing
assignments a&re typically guite shert, are consistent with per-unit
production cozte being higher for flexible steffers than for regular
“orkers. If using flexible staffers reduced per-unit production costis,
I would expect flexible staffing essignmente %o be longer than they
typically aregls

The discussion in Section II also implied that the use of flexible
staffere should be more prevalent in jobs requiring little firm-specific
expertise than in jobs where firm-specific skills sre important. The
data in the bottom panel of Table 2 are at least conaistent with this
implication. Substantial numbers of orgsanizations asssign flexible
staffers to office/clerical, profesgional/technicel and
production/service positicns, but very few meke use of flexible staffers

le
in either managerial/administrative or sales positicns.

Mayall and Nelson (1982) and Mangum, Meyall and Nelson (1985) argue
that the relative median assignment durstione ssscciated with each of
the three flexible steffing arraengments reflect differencesin their
respective cosBt structures.

16 One might also hypothesize that managerial/administrative and sales
perscnnel ere particularly difficult to monitor, so that it is very
expengive to use flexible steffers in these positione. It may also
be relevaent thet menagerial/adminigtrative end sales personnel are
most likely tc represent the organization to the outside world.
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Reasons for Using and Perceived Importance of Flexible Staffing
Arrangementg

Let me turn next to the gquestion of whether empleyers” stated
reagons for using flewxible staffers are conagistent with the thecretical
modele developed in Section II. The choices made by survey respondents
from & list intended to capture @ variety of possible motivations for
uging flexible staffers sBuggest Lhat the thecreticel discuesion does
capture imporisnt elements of the decision to use flexibles staffers. A
shown in Teble 3, among those using at least one of the three flexible
etaffing arrangements, 90 percent checked. at leset one factor that might
be put under the brosd heading of *variability in demand®: "gpecial
projects®, "seasonal needa" or "provide a buffer for regular staff
against downturns in demand”. While only 22 percent of the user
population checked "provide a buffer against downturne in demand”,: 42
percent of the top 1% percent of users indicated thet thie wes cne of

their reascns for using flexible staffers. I addition, 89 percent of

users includ least one factor that might be put under the broed

heading. of "fiuctuation in .the labor supply of regular employees™:
"fill vacancy until s regulasr employee ig hired” or "fill in for sbsent
regular employee’.

How important are fiexible steffers in employers’ averall staffing
strategies? The fact thet flexible steffing arrangements account for
less than 2 percent of employment at responding firms over the couree of
the year might at first blush suggest that they are of little strategic
importance. But on further reflection, it is obvicus that flexible
staffers could account for an even esmaller part of totsl average

employment but still absorb s substantisl fraction of the day-to-day and

month-to-month fluctuation in demand and/or labor supply. Table 4



Table 23 Percent of Respondents Reporting Yerjous Reseons for Use of
Agency Temporarieg, Short-Ters Hires and On-Cell ¥orkers

hgency Short-Ters On-Call Any of the

Tesporaries Hires Horkerg Preceding
Speciel projects 7¢ 36 51 77
Sessonel needs 24 53 35 52

Provide & buffer for
regular staff against 14 8 20 22
downturng in dewand

Any of the above 79 84 73 5@
Fill vacency until

2 reguler employee 61 i3 34 1]
iz hired

Fill in for absent 74 42 68 a9
regulsr employee

Either of the above 88 48 72 89
Identify good candidatee 16 i4 9 23

for reguler jobe

Special expertige

posaesged by flexible i2 13 34 29
staffer
Prefer not to hire is 18 i3 26

regular employees for some
ongocing jobe

Other 2 10 £ 11

Sewple gize 338 282 158 412

Totel number of usere 339 282 i61 413
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reporte respondents’ mnsvers. to & set of gquestiong concerning the
importance of each of & number of strategies for absorbing fluctuations
in the responding organizetion’s workload. The Btrategy moat ocften
menticned as "very imporitant” or "somewhat important® for absorbing
workload fluctuations was the use of overtime; hovever, the second and
third most freguently mwentioned strategies were the use of agency
temporaries and the use of ghort-term hires. Altogether, 36 percent of
the survey respondents said that at least one of the three flexible
gtaffing arrangements was "very important?® for absorbing workload

filuctustions and an sdditicnal 48 percent ssid that at leasst one wvas

"gsomewhat important®. Hot surpri=ingly, heavy users of flexible
stafferg -~ thomse in the top 1@ percent of the overall use intengity
digtribution -- were even more likely to ssy that at least one of the

three flexible staffing arrangements was "very important™ (78 percent)
or "somewhat important® (17 percent) for ebeorbing vorkloed
fluctustions.

Organizetional Characteristicg Asgocisterd with Flexible Staffing Uae

Perhaps the most interesting gquestion concerning U.S. employers’
uge of flexible gtaffing arrangements ig what accounte for the
tremendous cross-organization variation in the share of labor input
accounted for by flexible gtaffers. The thgoreticel discussiocn implied
thet the use of flexible staffers ig likely to be greatest where: the
relative coet of using flexible staffers 1is lov; demand ia highly
variable; and the costs of aslternative shock-absorbing strategies are
high. The survey questionnaire wase designed to yield proxies for a
number of these organizational characteristics.

The fraction of the organization’s vorkforce represented by =&

union can be thought of as one proxy for the relative costs of uaing



Tab 4 BpOrtenc Yerio A ach to Absgorb Fluctustion
in Qrosnizations’ Yorklosds

Percent o 1l orgenizationg reporting appro h:a

Yery Somevhet
Isportant Importent

Overtime 38 36
Reduced work veeks 7 i8
Tewporary layoffe i8 2¢
Hanegement of

inventories 26 15
Agency temporaries is 46
Short-ters hires i3 42
On-call workers ie 17

Any of the above three
flexible staffing mrrangements 36 48

2 The percentagee in thie table are based upon 433 responses. Other
responses include "not importent®, “not sppliceble®, and "don’t know®; in
addition, some respondents did not indicate every approech’s importence.
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flexible staffers; unionse typically oppose the use of flexible staffers
and thue likely raise the coste associated with using. them. The survéy
included two questions. which aeked respondents to indicate whether the
demand for their organizastion’s product or mervice was highly or
gomewhat seasonsl, and whether it was highly or somewhat variable acroas
years. The answers to these guestions serve as proxies for the
variability in orgenizstions’ dewmand. Une might &slso expect
organizations that hed recently experienced either rapid growth or rapid
shrinkage to be more uncertein concerning their future =taffing needs
and thus tc place greater reliesnce on flexible steffing arrangements;
the sbaolute value of the proportiocnal change in the organization’s
employment between December 1988 and December 1985 serves as. an
employment trend measure.l7 No guestions pertaining to the costs of
elternative modes of accomodating demand and/or labor supply
fluctuations vere included on the survey questionnaire; however,. one
might expect these costse to differ across industries, particularly
between manufacturing and nonmanufacturing industries, and pogsibly
acrogg unite of different sizes. irn eddition, organizations with a
stronger emphasis on job gecurity and long-term employment relationships
for their regulaer employees might find it more difficult to adjust
through hiring end firing asnd, thue, make greater use of flexible
staffers; to asseas this hypothesis, I compared flexible staffing usage
by low turnover, high-wage nonunion organizations that hed not laid off
any workers in the past five years to that by other organizations.

Taeble 5 reports some simple tabulations of the mean

This sbaolute value measure is more highly correlated with flexible
staffing uee intensity than the proportional change in employment
growth itself.



Tsble 5: Hean Cherecteristice of High Intengity Users, lLow ;ntensity Users,

nd_Honusg of Flexible Steffing Arrsngement
Top 1@ percent Bottom 5@ percent
of users of ugers Honusers
Proportion of nonexempt . 897 . 264 . 229
¥orkforce unicnized { 3@ (154} { 25}
Demand highly . 928 . 820 . 000
seasonal (yeesl) { 31; {167} { 29
Demand somevhat . 232 . 295 . 345
seagonal (yes=si) {31 (167) { 29
Demand highly
varieble from year 119 . $4% L 871
10 vesr (yeg=l} {3 {168} {283
Demsnd somevhat
variable from year . 787 . 624 . 758
1o year (yes=i) { 38 {168} 1 283
Absolute value of
proportional chenge in . 829 . 3%6 . 265
smployment, 198@-1985 { 29} {15@) 4 263
Henufacturing (yes=1) .638 633 . 628
{ 31} (178) { 29}
Humber of employees 718 i618 547
in unit { 31 117@) 1 29)
io¥ turnover, no leyoff, . 148 861 . 343
high-vage nonunign { 3@) {142) ( 23}

employer (yes=sl}

aThe number of responses on which each estimate ie based ie shown in
parentheses. The estimetes in the first and second columne are based upon the
ocbeervatione falling in the relevant percentiles of the use intensity
distribution for ail three categories of flexible staffers combined, weighted 38
degcribed in Teble i, footnote c.

bEnployers in thie cstegory sre nonunion orgenizations reporting turnover
retes in the bottom gquartile of the distribution, ne layoffs during the paet
five years, and wages in the top quertile of the distribution.
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characteristics of high intensity users, low intensity users and
nonugers of flexible staffing arrangements.18 High inteneity users have
much lower unicnization rates than either lowv intensity users or
nonusers. High intengity ugers are alac more likely to say that their
demand is highly seasonsl and to say that it is highly variasble across
years. Both the mean absolute percentage change in emplocyment between
1989 and 1985 and the proportion of low turnover, no layoff, high wage
nonunion employers were larger among high-intensity usere than among low
intensity usere or nonusers. There were no gystematic differences
across . user groups in the proportion of menufacturing organizations or
in mean uniit size.

The univariate relationships which emerge from Table 5 could, of
courge, be wmisleading. The logical next step i= to specify an
appropriate multivariate model for anaslysis of the factors affecting
flexible steffing use intensity. Let Yi represent organizaetion i's
underlying propensity tc use flexible staffing arrangements. Suppose
that:

(15} Yi = Xiﬁ + €

.

where X is & vector of organizational characteristics, B is a parameter
vector: and £ iz a normally distributed error term. For an orgenizstion

that does not use flexible gtaffers, we know only that Yi ig less than

or equal to zero. The contribution to likelihood for such an
organizaetion is:

1= £ < = -
(16) P‘i P(Xiﬁ*vi_ﬁ) F{ XiB/GL

High inteneity users are defined here ssg those in the top 10 percent
of the use intensity distribution, and lov intensity usmers as those
in the bottom 5@ percent. Gualitatively similar resulte vere
obteined with different high intensity and low intensity cutoffs.
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where F(.) is ithe cumulative standard normal density and ¢ isg the
standard deviation of the error term in equation 1i5. For a user
organizaticon that provides valid information on use intensity, the
contribution to likelihood ie:
(17} P21 = P(Xiﬁ*€i=Y
vhere £(.} is the standard ncrmal density. Specifying the contribution

1) = (L/G)’f((Yi-Xiﬁ)/GL

2m likelihood for an organization that uses flexible staffers but
provides no information or incomplete informetion on intensity of use i=
glightly more compliceted. For & usmer orgsnizetion that provides no use
intenmity informmtion, we know only that ite use intensity is positive;
iﬁ thie casme, Yz, +he lover bound on total flexzible zgtaffing use
intensity, equals zeroc. For an orgenizetion that uses more than one
category of flexible staffer but provides valid information for only =
subset of the categories used, Yi equals the intensity of use in that
subset of categories. The contribution tao likelihoed for a user
organizetion with misesing or incomplete use intensity information is:

T

r
(183 3, = e > = 1-F((Yi- .
8 P3, = P(X BrE >Y}) = 1-FUY X B)/0)

The iLog ilikelihood for the entire sample 1s thuse:

kl ki* kz kl* Kyt kB
(19 ink = I lnPil» z lnPZi - z lnPBi
i=1 i=kl*1 i=kl0k2*i
wvhere ki’ k2 and k3 are the number of obgervationse On nonusers, uUsers

with velid use intensity information and users with missing or

incowmplete use intensity information, respectively.19

Estimates of the use intengity model jumst described are reported

$
12 This is just a Tcbit model with both lower and upper truncation. See
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in Teble 6. The column (1) apecification includes the proportion of the
organizetion’e workforce that 18 unionized and: dummy variableas which
capture whether the corgenizstion’s demand waz reported to be seasonal or
to vary from year. to year. The union varisble takez on & large and
@#tatisticaelly significant negative cosfficient; that is, uniocnized firms
make lese use of flexible staffing arrangements than nonunion firmsizg
Organizationg that report their demand to be either highly seasonal or
highly varisble from year to year make greater use of flexible staffing
arrangementg than other organizations. The column (2) specification is
like that in column (1), but with the asbsoclute values of the proportional
change 1in the organization’'z ewmployment between 1982 and 1985, &
manufacturing dummy: variable, the logarithm of the number of empicyses
in the unit, and & dummy variable intended to cepture the organizaticon’s
employment philosophy added am 8 separate control variables. The
unionization, sgeasonal dummy and year-to-year demend variability dummy
coefficients in this model are almost identical in magnitude to thoase in
the previcus model. Somewhat surprisingly, however, none of the added

variables take on significant ccefficients.é

Tobin {19358).
2@ In contrast, preliminary analysis indicates that unionized firme are
significantly more likely to contrect vork cut than nonunion firme.
21 Requiring valid values for the four variables added in the column (2}
model cuts the sample size available for estimation from 396 to 328;
hovever, & model like that in column (1) eatimated uming the lerger
sample yieldms coefficient estimates very similar to those reported.
The guaslitative findings reported in Table & are very robust to
changea@ in model specificstion.



Tebl ;  Oromnizstionsl Cherecteristice imgocisted with the U £
Flexible Stgffing Arrengements

Hean Dependent vsrieble = overall
{5.D, 1 intensity of flexible gtaffing use
{1} {2}
Proportion of nonexempt . 287 ~-1.71 -:.72
¥orkforce unionized {.3341 { .87} { .68}
Dewand highly seasonal N7 2.83 2.88
{yeg=1} £.16613 { .78) i .78}
Densnd somevhet @easonsl . 315 -. 14 ~. 12
{yes@sl) {.4671 { .39 { .41
Dewand highly variable . B59 2.73 2.74
" from yeer Lo year {,2037 1 .54) { .86}
{yea=l)
Desand momewhat veriable . 656 . 47 . 47
from yeer to year {.475} { .56} i LET
{yem=1} '
4bsclute velue of . 415 .- 17
propartionel change in £.812] {223
employment, 198@-1985
Henufacturing (yee=1) . 575 - .85
£.4951] { .38}
‘in{nusber of employees 6.312 e -. 85
in unit) 11.244) {,87)
Low turnover, no layoff, .B63 --- -.27
high-wage nonunxgn £.2421 (.97}
employer (yee=l1)
Constant --- 1.47 1.73
{ .51) {1.16)
in{likelihood) - -658. 41 -£57.85

‘Both models were ec’imeted using s tobit procedure written by Robert H.
Heyer which ellows for both lover and upper truncation of the dependent
verieble. Among the 320 orgenizations for w¥hich all explanstory verisblee could
be constructed, there were 20 nonugers, 252 usere providing complete use
intensity inforeation, end 48 users providing no or only pertisl use intensity
inforeetion.

bEuployers in thie category are nonunion orgenizetione reporting turnover
retee in the bottom quartile of the distribution, nc leyoffe during the pest
five yesre, and wages in the top quertile of the dieiribution.
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Can the Survey Results Be Generalized?

Given the nonrandom nature of the survey sample, an obviocus
question ieg whether the survey findings are at all generalizable. Two
gpecific concerng are, first, that the pattern of ansvers might have
looked significaently different had the industry composition of the
gample more closely mirrored thet in the economy as & whole, and,
second, thet the organizations resgponding to the survey are
unrepregentative in wvays that are leass easy to observe. Weighting the
gurvey responges to correct for the discrgpancy between the industry
distribution of survey responses. and the industry distribution of,
slternatively, smployment in eatsblishmente vith 5@ or more employees
and total employment produced no notewortihy changes in the pattern of
use frequency, use intensity, ressons for use or reported importance of
uee.zz 0f courge, it should be kept in mind that the survey did not
reach very small firms.

Beyand possible distortione related to the industry distribution
of the responding organizations, I was concerned that crganizations that
did not use flesxible staffersg might have felt that the gurvey
questionnaeires did not aspply to them and therefore been less likely to
reply. For this reason, the short letter accompanying the followup
mailing to those we had not heard from by the end of June emphasized
that we were interested in answers from all organizations, including

those that mede no use of flexible staffing arrangements. if my concern

A gix industry classification was used in congtructing theae weights:
durables; nondurables; transportation, communication and utilities;
finance, insurance and real estate; health care; and trade and other
services. With & lerger sample, it would have been possible to uae
finer induatry classificestions in constructing the weights, but this
wvag not feasible here.
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vere warranted, one might expect the ansvers of those who replied
following the first mailing tc differ systematically from the answers of
those who replied only after receiving this second letter. Hovever,
there were only minor differenceg between early and lete responders’
ansv¥era.

It would be perticulsrly reasegsuring if estimaetes of use fregquency
and uge intensity based on the survey dete could be shown to correspond
to sstimates from cther socurces. Unfortunately, there ig iittlie octher
information on flexible steffing use avsileble; indeed, the paucity of
information on flexible steffing usage wese the primery motivation for
carrying out the survey in the first pleace. The Bureau of Labaor
Stetimtice does collect infarmation on employment in the temporary help
induatry that provides one useful benchmark. Ag reported in Table 1, my
gurvey results indicate that 77 percent of employers used agency
temporaries during 19835 and that agency temporaries added an average of
2.76 percent to these firme’ employment levels over the course of the
year, which implies that agency temporaries accounted for an average of
@.58 percent of tcoctal employment during 1985. LS statistics on
nongupervigory employment in the temporary help industry compared to
total nonagricultural peyroll employment, adjusted for the difference
between average weekly houre in the temporary help industry compared to

the economy as a whole, imply thet agency temporaries accounted for an

Early respondere were glightly more likely than late responders to
uge short-term hires (68 percent vergus 55 percent). However, early
reapondere vho used siiher egency itemporaries or short-term hires
slsc made slightly less intense use of theee flexible staffing
arrangements than laste respondere. In 8ll other respects, the two
groupeg’ anevers vere statistically indistinguishable.
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average of 0.6@ percent of hours worked during 1985.24 My @.38 percent

estimate of aggregate agency temporary help use intensity and the @.56¢

percent egtimate based on the BLS date sre remarkably close.

Iv. Conclugiona

This pzper represgente a first look at employerse’” use cf egency
temporaries, ashort-term hires asnd cn-call workers. My starting point
wag to hypotheegize that variability in demand and stochastic varistion
in regulesy employees’ labor supply should lead many employers. to make
uge of one or more of these flexible sitaffing srrangements. The models
in Section 1II developed thess hypotheses more formally,: snd also yielded
some additionsl implicstiona concerning the likely charascteristice of
flexible staeffing aesignments and the characteristice oi orgenizations
likely to make the greatest use of flexible staffers.

Over 9% percent of the employers regponding 1o the survey
degcribed in Section 111 make at leasst gome use of flexible staffing
arrangements. On sverags, flexible staffers add 1.5 percent to annual
averege employment at user firme; use intensity st a majority of

Hongupervisgory employment in the ftemporary help industry everaged
691, 30% and total nonagricultural payroll employment for  the year
averaged 97,519, 808 in 19835. The retioc of thesge two numbers. would
overstate agency temporaries’ contribution’ to total employment, since
the payroll survey counte everycne who received any pay during = week
ss employed, and agency temporaries are more likely than the typical
employee to work less than z full week. k& reasoneble sdjuetment is
tc weight each person on the temporary agency payrolls by the ratio
of average weekly houra worked: by nonsupervigory employees in the
temporary help industry. (38.2 hours) to esverage weekly nonsuperviscry
houra in the economy as @ whole (35.9 hours, esssuming that private
sector supervisory employees sverage 4% hours per week and that
weekly hours in the public sector sverage the same as in: the private
sector}.



corganizetiocne ie well below 1.8 percent, but it sxceede 18.¢ percent and
gven 20.9 percent for z small number of corgenizations. (ffice/clerical,
professional/technicel and production/gervice ageignments sre cCommon.
Yariability in product demend end in regulsr ewmplovees’ labor gupply are
reported by most ewmployers to he among the factore motiveting theilr use
of flexible staffers and over 8@ percent of survey regpondentz indicate
thet flexible staffers play an important role in sbsorbing worklosd
filuctuations. Finelly, organizaticons with & low percentage of their
nongXempt vorkforce covered by collective bargeining mgreements and
organizations that report their dewmand to be either highly seasconal or
highly variable acroes yeare meke greeter use of flexible staffiing
arrangement® then other orgenizations.

While fluctuations in both output and input markeis do provide a
central motivation for using flexible steffers, this does not imply that
other remsong for using flexible staffers are never important. One
rossible alternative motivation is that flexible gtaffing arrangements
permit employers toc do 2 better jcb of screening candidetes for regular
positions‘25 Althcugh very few organizestions report this as a reasocn
faor their use of flexible staffers, a substantiasl number msy they often
or cccasionally hire theme flexible gtaffers into regular Jobs.
Identificetion of potential permanent hires thus seeme to be, at this

peint, mainly an unanticipated benefit of the uge of flexible staffing

25 Bull and Tedeschi {undeted) discuss this possibility. Fine and
Gibbong (1986) conaider screening of temporary workers in & samevhat
different context, in shich temporary workers never become permanent
workere, but the firm keeps some temporary workers on the job longer
than others.
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arrangementa.2

Wwith better date, one might he able to Bay more than I have done
here about the determinents of flexible staffing use, and also something
sbout whether and under what circumstances firms that incorporate
flexible staffing use intc their oversll staffing strategy outperform
firms theaet do not. Some of the same factors that lead firms to use
flexible staffers may also lead to decisions to contract work out; these
decisiong are ancther important subject for future study.

Coneidereble recent interest hae beern focused on the guesticn of
how znd why employere’ deciseions to use flexible sitaffers and to
contract cut have chenged over time. Angwers to. questions concerning
the relative magnitude of flexible staffing use in 1983 coc  .red with
19680 guggests that agency temporery use, ahort-term hire use and on-call
use hesve all gravn.27 The croge-secticon snalysis carvied out in this
paper suggests two demand-side changes that could have contributed to
growing use of flexible staffing arrangemente: the decline in union

coverage emong U.S. workers; and what some evidence suggests mey have

In response to & question which asked whether flexible staffers were
*often®, *occaegionally”, "seldom® or "never" hired into regular
positions, "often" or "occesionslly® wes: checked for 62 percent of
339 corgenizatione using agency temporaries, 55 percent of 281
orgenizations making short-term hires and 44 percent of 151
orgenizations using on-call workers. The survey questionnaire also
included an open-ended question concerning unenticipated benefits and
unanticipated drawbacks of ueing flexible staffers. Identification
of potential permanent hires vas mentioned as an unanticipated
bpenefit more often than anything elme, by 35 of the 81 respondents
who cited any unanticipated benefit.

27 Altogether, 4@ percent of the 441 organizatione providing information
on changes in flexible staffing use intensity reported grester use of
agency temporaries in 1985 than in 1980, while only 15 percent
reported less use; the corresponding percentages for short-term hires
are 25 percent end 12 percent; and for on-call wvorkere, 135 percent
and 4 percent.
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been an increase in the variability of demend for meny orgenizations’
products and Eervices‘za But octher factors seem likely toc have been at
vork ag well. Stilil on the demand side, the growing strength of anti-
diacrimination legisletion a2nd the erosion of the employment-at-will
doctrine mey heve raised the perceived cosgt of relience on s hire/fire
adjustment stretegy. In mddition, meny observers have pointed toc the
grovwing proportion of youth and vomen in the labor force; 1f these
vorkere are more willing than adult men to take temporary and on-csll
pogitiona, the relative weges of flexible staffere may have fallen and
thug encoursged their grester use. Sleck lebor markete may also have
caontributed to empioyers’ ability toc restructure their employment
reletionghipe in vaye they find advantagecus. These hypotheses merit
more careful investigation.

Ffinally, this paper has focused exclusively on employers’
decigions concerning the use cf flexible staffing asrrangements and the
role played by flexible staffers within the firm. The brocader sccial
implicationse cf ewmployers’ reliance on flexible staffing srrangements

eghould alsoc be explcored.

28 See Freemen and Medoff (1984) and Pindyck (1984;.
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