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In this brief, | discuss special problems in contuapizing nonstandard work in the
United States, efforts to define and measure nodata work in official statistics,
problems with those measures, and suggestionmfaoving our understanding of
informal or nonstandard work in the United States.

The Concept of Nonstandard Work in the United States

Because the U.S. labor market is generally lesslagggd than in other developed
countries, the distinction between nonstandardséaidard employment arguably is less
sharp. In particular, compared to other develammahtries, the United States has
relatively few legal restrictions on dismissalsaairkers in standard employer-employee
relationships. U.S. employers are legally prokeitbitrom firing a worker by virtue of that
worker’s gender, race, religion, or ethnic origso{called protected classes). Besides
these cases, there is no requirement, as is conmuther developed countries, that
individual dismissals be “for just cause”. Moregwelative to other developed
countries, restrictions on dismissals for econamasons are quite weak. Provisions of
the WARN (Worker Adjustment and Retraining Notitica) Act apply only to mass
dismissals, contain large loopholes, and are ntteméorced, according to GAO
findings. Severance pay is not legally mandatsdt, is in many countries. The greater
flexibility to hire and fire, which is an often-eid justification for using workers on fixed-
term contracts or in temporary help agencies iemtluntries, is not a compelling
reason on legal grounds in the United States.

In addition, U.S. employers face relatively fewukgions on the terms of employment,
besides those pertaining to unemployment insuramakers’ compensation (disability
insurance), and health and safety. U.S. empla@rersiot required to provide health
insurance or pension benefits. Even with the reicenease in the federal minimum
wage, minimum wages are low in real terms by hisébstandards and generally not
regarded as a major constraint.

Given the relatively weak employment protectiorferaied any U.S. workers, the de
facto differences in employment conditions of woskia traditional employer-employee
relationships and in non-standard relationships beagmall. For instance, temporary
help and on-call jobs may be intrinsically unstablgt so too are the jobs of many,
especially low-wage workers under the U.S. systéemployment-at-will. Independent
contractors, who are legally self-employed, camaotive tax-favored health and pension
benefits from the company for which they performvems, but many workers in
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standard employment relationships lack employenspred health and pension benefits
too. Nevertheless, one motivation for better doentimg workers in nonstandard
employment is the generally substantiated beliaf Workers in these arrangements, on
average, enjoy fewer protections and benefits tlttmoomparable workers in standard
employer-employee arrangements.

Contingent Worker Supplement to the CPS: The Effort to Measure Nonstandar d
Work in Official Statistics

A number of researchers have conducted one-timéogemsurveys to assess their use of
workers in various nonstandard work arrangementsngma nationally representative
cross-section of employers or among employersparticular sector or geographic
locality. In this brief, however, | restrict mysgiussion to the Contingent Worker
Supplement (CWS) to the Current Population Surwdych represents the main effort in
government statistics to estimate the number okersrin various nonstandard
arrangements and trends over time in these arragiggem

The CWS were conducted five times from 1995 to 200Be survey collected
information on several basic types of nonstandenr@hgements: 1) workers who are self-
employed and primarily perform work for a clienganization (independent contractors),
2) workers who are employees, but are employechbgitarmediary, not directly by the
organization for whom they are performing tasks{act company workers, temporary
agency workers), and 3) workers whose hours of vaoekunpredictable (day laborers,
on-call workers). In addition, BLS constructedagegory termed contingent workers,
meant to capture those who regarded their jobrapdeary. This category includes
workers whose are in traditional direct-hire emph@ynt arrangements but who regard
their work as temporary (e.g. seasonal workersyedsas workers in nonstandard
arrangements who regard their job as tempdrary.

Figure 1 depicts trends in the percent of men aowhen in various nonstandard
employment arrangements and in a contingent arraege across the five waves of the
CWS from 1995 to 2005.Except for independent contractors, who comBiseto 9.1
percent of employed men and 4.6 to 5.6 percentnpi@/ed women in the survey data,
the percent of workers in nonstandard employmeangements is small. Moreover,
although there is some uptick in the share of warke several nonstandard
arrangements from 2001 to 2005, there is no evieleha trend increase, except perhaps
for independent contractors. Independent contrackmwever, tend to be well paid
relative to workers in other nonstandard arrangesnand to workers in regular, direct-

2 Two definitions of contract company workers maycbestructed from the survey data. The broad
definition of contract company workers includessavho reported working for a company that consct
out them or their services; the narrow definitinoliudes those working for a contract company and
reporting that they usually performed tasks fot pree customer and worked at that customer’s witgksi
There is a small overlap of workers in various nandard work categories. Workers in honstandard
arrangements may or may not be classified as gmin Anne Polivka, who helped design the CWS,
provides additional details on the survey.

3| report the BLS’s broadest definition of contingevorker. All tabulations are weighted using the
supplement weights.



hire employment arrangements. From these date #pgrears to be a downward trend in
the percent of workers in contingent arrangemeuadjcularly among women.

Caveats about CWS Data

One might conclude from these data that 1) relbtifeav U.S. workers are in contingent
or nonstandard work arrangements, 2) there is ktidence that the share of the
workforce in these arrangements is increasing 3Armtkvoting further resources to
collecting information on contingent or nonstandangployment arrangements is not a
good use of BLS’s scarce funds. Indeed, the CWStaraninated (again) following the
2005 wave.

However, some evidence suggests that the incidefnwerkers in nonstandard
arrangements is significantly understated in theSCAid may even fail to capture trend
growth, implying that the understatement increa@ses time. In particular, for
temporary help workers—the one category for whi¥iSnumbers can be compared to
establishment survey data—the fraction of workeporting themselves to be paid by
temporary help agencies is roughly half that foumthe CES. Moreover, the CWS fails
to capture the rapid growth of temporary help emmlent evident in the CES.

Why might survey respondents under-report the srae of nonstandard arrangements
in the CWS? The most plausible reason is confuainang respondents over what the
various categories of nonstandard arrangements.nldase employment categories are
not routinely used in the workplace and hence andsrd definition or common
understanding of categories like independent cotdracontract company worker, or on-
call worker exists. Even respondents employecehypbrary help agencies appeared
confused about their legal employer, frequentlyregd the client company as their
employer. In addition, it is possible that mangpendents were confused by the term
temporary help agency, which was used in the suriidyoughout the 1990s, temporary
help agencies increasingly referred to their bisses as staffing companies to reflect the
broader set of services delivered by these compamd, perhaps, to distance themselves
from the poor public image of the temporary helprary. This change in business
terminology could help explain why the trend in@@& temporary help employment is
not captured in the CWS.

Tabulations in Tables 1a and 1b suggest that nostiag by temporary help workers
was widespread in both the CPS and the CWS. Ereglmdividuals were asked for
their employer in the basic CPS, and their resppngge coded into industry of
employment. Employees reporting a temporary hggnay as their employer would
have been coded in the somewhat broader indusiegasy employment services in the
basic CPS; according to CES figures, about threetie of employment services
workers are in temporary help agencies. In the CWiich was a supplement to the

* A detailed comparison between the CWS and CESatatamporary agency workers is
presented in Matthew Dey, Susan Houseman, and Rolieka, “What Do We Know About Contracting
Out in the United States?: Evidence from Househaldl Establishment Surveys,” paper prepared for the
CRIW Conference on Labor in the New Economy, Bethesda, Maryland, November 16-17, 2007.



basic CPS survey, respondents were asked if theyy paed by a temporary help agency.
If respondents answered accurately in both compsradrihe survey (basic and
supplement), roughly three-fourths of the individugassified in employment services

in the basic CPS should also report being paid teyrgoorary help agency in the CWS.
Yet, only half (50.5 percent) did. Conversely,dlthose reporting being paid by a
temporary help agency in the CWS should be claskifi the employment services
industry in the basic CPS. Instead, slightly urtusdf (48.1 percent) of those reporting
being paid by a temporary help agency in the CW&\appropriately classified in the
basic CPS. Although such consistency tests foother nonstandard work arrangements
are not possible, it is plausible that similar rejng problems occurred.

About half of the CPS/CWS respondents are proxy—guestions on a particular
household member are answered by another housetsoidber. Reporting by proxy is
likely to be especially biased, and Table 2 pressaine evidence of this. For all
nonstandard work arrangements, the percent repdttat the individual works in the
arrangement is lower when reporting is done by ptban when done by the individual
him/herself. These differences are large andssizdily significant for all categories of
nonstandard work except on-call workers/day lalsorer

Improving our understanding of nonstandard work in the United States. Some
thoughts

Surveys of individual workers on contingent and standard work arrangements provide
information on the demographic characteristics ofkers in these arrangements and are
an important complement to information collecte@atablishment surveys. Future
surveys should address respondent confusion abewaktfinitions of these arrangements
and the likely bias in the information collectedwever. Better explanations of terms,
guestions that allow in-depth responses, and isgueinterviews are ways this problem
might be addressed.

In addition, and perhaps more important, governmanteys undoubtedly miss much of
employment in the underground economy, which bedidéng in violation of tax laws is
often in violation of the most basic labor standdalvs. With the large flow of
immigrant and undocumented workers, employmentighatff the books” has probably
grown in relative importance. Because workers eséharrangements may want to avoid
discussing their employment situation with anyaoenf the government, private surveys
with foundation funding likely will be needed tdl four gaps in understanding of the
worst forms of informal or nonstandard work.



Figure 1: Percent Employed Men and Women in Nonstandard Work and

Contingent Arrangements, 1995-2005, CWS
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Table 1a: Among those who reported being employed in Employment
Services in Basic CPS, percent who report paid by temp agency in CWS

Paid by Temporary Not paid by Temporary
Help Agency, CWS Help Agency, CWS

Classified in Employment
Services in Basic CWS 50.5% 49.5%

Table 1b: Among those who report being paid by temp agencies in CWS,
percent who reported themselves as employed in Employment Services in
basic CPS

Classified in Not Classified in
Employment Services Employment Services in
in Basic CPS Basic CPS
Paid by Temporary Help
Agency, CWS 48.1% 51.9%

Note: Samples were pooled from the five waves of the CWS. No weights were used in computing
percentages. Very similar patterns are evident in each of the waves and when sample weights
are used.

Table 2: Percent of individuals classified in nonstandard arrangement by whether answers given
by individual or by proxy

Paid by temp Contract Worker  Contract worker Independent On-call/day

agency (narrow definition) (broad definition) Contractor laborer
Self-reported 0.92 0.67 1.57 7.81 2.07
Proxy 0.77 0.56 1.34 6.17 1.98
P-value* 0.00 0.00 0.00 0.00 0.06

*Shows the probability that these percentages are equivalent

Note: Sample is pooled from five waves of CWS. No weights were used in computing
percentages.



