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ABSTRACT

In this paper we use data from a recent survey of employers to analyze the job
performance and retention rates of recently hired welfare recipients. In particular, we analyze
whether or not the employer experienced each of a set of problems with that employee;
subjective employer ratings of worker performance; and employee turnover. The results indicate
that most welfare recipients perform as well or better than employees in comparable jobs, and
that their turnover rates appear fairly low. Still, absenteeism is pervasive, and often linked to
child care/transportation problems; problems such as poor attitudes towards work and relations
with coworkers are observed fairly frequently as well. These problems are strongly related to job
performance and retention difficulties, and often plague those who quit as well as those
discharged. Severa particular characteristics of the workers, their employers and the jobs that
they hold are also associated with performance and retention difficulties anong working welfare
recipients.



|. Introduction

It is, by now, well-established that welfare rolls have declined dramatically over the past
severa years, and that employment rates among current and former welfare recipients have
increased substantially as well. These developments seem to reflect the welfare reform
legidlation that was passed and implemented during that time, as well as very tight labor markets
and avariety of supports for the working poor (e.g., Meyer and Rosenbaum, 2000; Blank and
Schmidt, 2001).

However, the annual earnings and income levels of these women remain quite limited.
Wages among those who work are relatively low, and growth in their earnings over time appears
to be modest (Strawn and Martinson, 2000). At least for some, a lack of steady employment
limits annual earnings and its growth over time. Consequently, job retention and advancement
have emerged as major issues in current discussions of welfare reform (Haskins et. al., 2001;
Kazis and Miller, 2001).

Still, relatively little is known about job retention among welfare recipients. For instance,
how serious a problem is job turnover, and is it primarily voluntary or involuntary in nature? To
what extent isit linked to poor workplace performance or family difficulties? What are the
sources of any performance difficulties — do they more often reflect alack of basic or job-related
skills, or other attitudes and behaviors of the workers? Are performance and retention problems
most frequently associated with certain characteristics of workers, employers, and/or the jobs
they fill? If so, what public policies are most appropriate for dealing with these issues?

Since job performance and retention are clearly a function of the “match” between
workers and their jobs, these issues might be best analyzed with data on particular employers and
jobs as well as the characteristics of welfare recipients who have recently filled them. But the
availability of such workplace data has been extremely limited to date.

In this paper, we analyze job performance and retention rates among recently hired
welfare recipients. We use data from a new survey of employers in several large metropolitan
areas that was administered in the period 1998-99. The survey gauged employer willingness to
hire welfare recipients as well as experiences with any recipients who had recently been hired.
The latter includes measures of employment duration and retention, and overall performance
ratings. The presence of a series of workplace problems was gauged as well. Finaly, awide
range of characteristics of the recently hired welfare recipients, the employers who hired them
and the jobs that they filled were also included. All of these data are analyzed and presented
below.

The remainder of the paper is outlined as follows: In the next section, we review what we
have learned from the recent literature on employment stability among welfare recipients. Then
we describe the employer data used here, and our estimation strategy. Summary and regression
results are presented in the following sections, before concluding with a discussion of our
findings and their policy implications.

Il. PreviousLiterature

Earlier studies of employment stability among welfare recipients or other low-wage
workers, as well as its effects on their wages over time, have relied heavily on data from the
Nationa Longitudina Survey of Y outh from the 1980’s and early 1990’s. Studies of
employment retention for recipients include Hershey and Pavetti (1997), while Holzer and
Lalonde (2000) focus on less-skilled young women and men more broadly. Both studies find
somewhat high turnover rates and relatively short job spells among unskilled workers with little



experience; in particular, Hershey and Pavetti report average job durations of 37 weeks (or 9
months) for recipients, while Holzer and Lalonde find avera%e weekly turnover rates of about
2% (and therefore median job durations of about 6 months).

Also, both Burtless (1995) and Cancian and Meyer (2000) note that wage or earnings
growth among welfare recipients in the NLSY who leave the rolls has been modest. The latter
indicate that most former recipients do not work full-time and full-year, even severa years after
leaving the ralls. These findings are consistent with those of Gladden and Taber (2000), who
report similar returns to actual work experience in percentage (or log) terms among very
unskilled and more-skilled workers, but less overall wage growth among the least-skilled due to
their employment instability.

While these studies are clearly relevant to the issues of employment retention and wage
growth among welfare recipients, they largely reflect behavior in an earlier period when
employment for welfare recipients was much more a matter of choice (and therefore reflect self-
selection) than it istoday. More recent findings are reported in Strawn and Martinson (2000)
and Strawn et. al. (2001), drawing from evaluations of various welfare-to-work programs from
the early and mid-1990's. These findings, which are fairly consistent with earlier work, indicate
that significant fractions of welfare recipients leave work within periods of 3-6 months, and most
do so within less than one year.? The findings also indicate that the majority of job leavers
among welfare recipients do so voluntarily, though often due to personal and family reasons
(such as health and child care).

Finally, data on welfare recipients generated during the period following implementation
of the federal welfare reform efforts continue to show broadly similar findings to those described
above, but with results improving over time as current and former welfare recipients gain
additional labor market experience. For instance, the median job spell for welfare recipientsin a
study from Michigan was about 9 months in 1997-99, with lower rates earlier and higher ones
after ayear or so (Johnson, 2001).3 A study of welfare recipients hired in New Jersey within the
past two years (by Mathematica Inc.) has found employment durations of roughly 16 months on
average; and data from the National Survey of America s Families show median durations of
well over ayear for employment spellsin progress in 1999.*

Thus, while fairly consistent evidence has emerged on average employment spells and
the nature of turnover, many questions remain unanswered. For instance, what are the
determinants of retention and turnover among welfare recipients, and to what extent do these
vary with characteristics of the workers themselves as well as their jobs? While some evidence
on the personal determinants of employment activity among recent welfare recipients has
appeared (e.g., Danziger et. al., 2000; Zedlewski and Loprest, 2001), few other studies have yet

"Holzer and Lalonde find that transition rates are as high as 4-5% per week when young and |ess-educated workers
first enter the labor market, but decline to 2% or less within their first six months.

2 For instance, a study of very unskilled participants in a Chicago-based program (Project Match) found average job
durations of about 6 months (Hershey and Pavetti, op. cit.); while the Post Employment Services Demonstration
?roj ect found average durations of about 7 months (Rangarajan,1998).

These data are based only job-to-nonemployment turnover. About one-third of separations in these data are job-to-
job, but these include many job changes within the same establishment, so they are not included in our calculations
here.

* These tabul ations were kindly provided to us by Pam Loprest, who reports that comparable spells measured in the
1997 data were significantly shorter. The data from New Jersey were provided by Anu Rangargjan, to whom we are
grateful aswell.



analyzed the determinants of turnover and retention on either the worker or the employer/job side
of the labor market.

Evidence on job performance as a possible measure of advancement opportunities has
been even more limited. Survey data drawn by the Welfare-to-Work Partnership (1999) from its
own members indicate a good deal of reported employer satisfaction with welfare recipients
hired, though this sample of employersis very non-random. Preliminary tabulations of
performance and workplace issues appear in our own earlier work (Holzer and Stoll, 2001),
though multivariate analyses of these employer data are quite limited there. Thus, a good dedl
more remains to be learned about both job retention and performance among welfare recipients
in the current, post-reform environment.

I1l. Employer Data and Estimation M ethods

The data used in this paper come from a 20-minute telephone survey administered to
approximately 750 establishments in each of four large metropolitan areas. Chicago, Cleveland,
Milwaukee and Los Angeles.® The survey was administered between October 1998 and May
1999, a period in which labor markets in the U.S. were unusualy tight. Employers were drawn
from lists compiled by Survey Sampling Inc. (SSI), primarily from telephone directories. To the
extent possible, phone interviews were targeted at the person in the establishment responsible for
entry-level hiring.®

The surveyed firms were chosen from a sample stratified ex-ante by establishment size,
with establishments in each category drawn to reflect the fraction of the workforce employed in
that size category. Thus, the sample should be representative of the distribution of the workforce
across establishment size categories without any need for additional size-weighting.’
Comparisons of these data with the U.S. Census Bureau’'s County Business Patterns for the four
metropolitan areas considered here indicate similar one-digit industrial distributions of
employment.

The survey focuses on overall establishment characteristics (e.g., establishment size,
industry, presence of collective bargaining, location in a central-city, distance to nearest public
transit stop) and on prospective future or actual past hiring of welfare recipients. In particular,
employers were asked whether they had hired any welfare recipients in the past two years, and
then askegd an extensive set of questions about the known recipient whom they had hired most
recently.

® The specific countiesin which employers were surveyed include Cook, Dupage and McHenry Countiesin
Chicago; Cuyahoga, Geauga, L ake and Medina Counties in Cleveland; Milwaukee, Ozaukee, Washington and
Waukesha Countiesin Milwaukee; and Los Angeles County in Los Angeles.

6 Average response rates averaged about 70%, conditional on having made contact with the correct individual at the
establishment. These response rates compare favorably to those on other surveys of employers (Holzer, 1996; Kling,
1995).

" The size distributions used were 20% in the 1-19 employees category; 30% in the 20-99 category; and 50% in the
100 and above category. Since response rates for smaller establishments are a bit below those of larger ones, the
actual distributions are a bit more skewed towards larger establishment sizes.

8 All questions about the specific recipient are asked only if the employer is either “definitely sure” or “fairly sure”
that the person had been on welfare, either currently or in the recent past. Unlike earlier years, recipients now have
greater incentivesto inform employers of their recipiency and employers have a greater incentive to find out, so that
the former can meet work requirements for remaining on welfare while the latter might qualify for avariety of tax
credits.



We limit our analysis here to the sample of roughly 720 welfare recipients and ex-
recipients who had been hired since the beginning of 1997.° Questions asked regarding this
worker included some persona demographics (such as race, education, and whether the person
had any general or specific work experience), characteristics of the job filled by this worker
(such as starting wages and benefits, opportunities for advancement, tasks performed daily and
occupation), and recruitment and screening methods used when filling the job (such as use of an
agency or criminal background checks, the relative importance of dress and appearance as well
as recommendations, and whether any tests were administered).

Of particular relevance to this study is a series of questions asked regarding job retention.
Employers were asked the date the person was hired, and if the employee had |eft, the date on
which the separation occurred. The hire and separation dates were used to calculate the length of
employment for those no longer with the employer; the hire and interview dates were used to
calculate alength of employment as of the interview date. For those recipients who had |eft, the
reason for the separation (i.e., quit, discharge, layoff, etc.) was also gauged.

Employers were also asked whether or not each of a series of problems on the job had
been experienced with that employee. These included problems with absenteeism, attitudes
towards work, basic or job-related skills, substance abuse, or relations with coworkers. Among
those reporting absenteeism problems, the causes of these problems were also asked — e.g.,
physical or mental health, child care, transportation, domestic violence, etc. Finally, employers
were asked to rate the worker’s overall performance “... relative to the typical one whom you
hire into that position”; ratings included “much better,” “alittle better,” “about the same,” “a
little worse,” or “much worse.”

Using these data, we can estimate a set of equations of the following general form:

1) PROBj = f( Xi, Xj, Xk) + Uk

2y PERFijk = o(Xi, Xj, Xk; PROBjjk) + Vijk

3) SEPjk: =h(Xi, Xj, Xx; PROBjjx; PERFij) + zjx

wherei, j, and k denote the individual worker, the job filled, and the establishment respectively;
and the Xs denote characteristics of each. More specifically, we will present results of estimated
equations below for three sets of outcomes. 1) Whether each of a set of problems was
experienced with that employee (PROB); 2) The overall performance rating of the worker
(PERF); and 3) Whether or not the employee has left the firm (SEP), overall and by type of
Separation.

Models of whether problems are experienced are estimated as linear probability models,
while the model of performance rating is estimated using an ordered logit. We model the rate or
speed at which workers leave the job using Cox’s proportional hazard framework.'® This model

® We chose this date because it reflects the point at which welfare reform at the federal level had been signed into
law and was at |east beginning to beimplemented in all states. Also, the date is recent enough (relative to the dates
at which the survey was administered) so that information about individual workers can be regarded asfairly
accurate and not subject to severe memory biases.

10 Modeling the hazard rate is parallel to modeling the duration of employment, since the hazard is roughly the
inverse of the duration. Hazard models account for the right-censoring in the duration of employment that results
from interviewing firms while the worker is still employed at the firm.



requires relatively weak assumptions about how the likelihood of exit varies with duration of
employment. The key assumption is that the independent variables have fixed proportionate
effects on the rate of exit that do not depend on the duration of employment. We model quit and
discharge rates using similar models. In each model, persons who leave for areason other than
that of interest (e.g., in the quit model, persons who were fired or laid off) are treated as though
they have an incomplete spell.

The individual worker’s characteristics include her race/ethnicity, whether she has a high
school diploma, and whether she had any recent general or specific work experience when she
was hired.™ The relevant establishment characteristics include the metropolitan areain which the
establishment is located, whether it islocated near a public transit stop, establishment size and
job vacancy rate, industry, and when the individual was hired.*? Characteristics of the job include
starting wage, occupation, whether the employer contributes to health benefits, and whether
opportunities exist for promotion if job performance is satisfactory. Finaly, recruitment and
screening methods used include whether a test was administered, whether dress/appearance or
persona recommendations were at least somewhat important in the hiring decision, whether an
agency was used, and whether criminal background checks were performed.

The estimated equations include “reduced-forms’, in which only the X variables appear
as underlying determinants of outcomes; as well as a recursive model, in which problems such as
absenteeism are considered exogenous determinants of performance, and both problems and
performance are considered exogenous determinants of job retention. Several specifications of
the absenteeism and performance equations are presented; the reduced-forms models appear with
only individual-level characteristics first, and then establishment, job and recruitment variables
added sequentialy.

Severa econometric issues are raised by the specification that we lay out above. For one
thing, afew different sample selection issues are generated here. Clearly, the hired recipients are
not arandom sample of al welfare recipients in the labor market, but rather a sample that is
conditional on being “matched” to employers. Depending on the types of employers to which
different welfare recipients apply and the types who then select different applicants, the
estimated effects of various characteristics on observed outcomes may tell us more about who
gets matched to whom in this market than about the exogenous effects of characteristics on
outcomes. Furthermore, the estimated effects of establishments on outcomes might reflect the
unobserved characteristics of workers at these establishments rather than their effects per se.
Even so, these effects may give us insight into the “matching” process, and any positive
outcomes or difficulties for either side that might arise from it.

1 High school diplomas are considered distinct from GED’s. While both degrees were asked about in the survey,
only the former bore any significant relation to outcomes in our estimated equations, so we include only that onein
the equations we report here.

12 proximity to public transit is measured by whether or not the establishment is located with a quarter-mile of a
public transit stop and also whether or not that stop is within a 30-minute ride from the center of downtown. Other
research has shown that welfare recipients are much more reliant on public transit for travelling to work than are
other workers (Ong, 1996; O’ Regan and Quigley, 1999). Other measures of location of the establishment that we
tested were whether or not it islocated in the central-city or suburbs, and its average distance to low-income
populationsin the metro area. The latter was calculated as a weighted average of distances to other censustractsin
the metro area, weighted by the percent of that group’s population that is located in each of those other census tracts.
Since all three of these variables are quite highly correlated with one another (roughly .4-.5), and since the transit
measure is most related functionally to the outcomes we consider here (and is defined for the entire sample), we
used it in our equations and report on it below.



Another selection issue involves the fact that we observe no more than one hired welfare
recipient per establishment, even though our survey indicates that many establishments have
hired more than one. On the one hand, we are likely to have missed some shorter completed
gpells at such establishments, thus leading to upwardly biased estimates of duration; on the other
hand, we might also miss other spells currently in progress that are likely to be lengthier.®® The
net effect of these omitted spells on our outcomes, or on their estimated rel ationships to observed
worker or establishment characteristics, is not clear.

However, the likely omission of “informal” jobs from the sample may also result in
estimates of performance or retention that are upwardly biased, though the magnitude of this
effect is hard to discern. The relatively large percentage of duration data for which values are
missing (about 30%) may also generate upward biases in the mean of that particular variable,
since they are more likely to be missing from those who have aready separated from their
employers and whose spells are generally shorter than those still attached, as we note below.
However, these upward biases in the mean of the duration measure should not effect our
estimated coefficients from hazard models presented below. 4

Finally, some of our outcome variables, such as the performance rating attached to
specific employees and the assessment of problems (especially bad attitudes), are based only on
employer perceptions of these employees, which are inherently subjective. Such variables are
subject to considerable measurement error; however, if such error is in the dependent variable
only and it is uncorrelated with any regressors our estimates should remain unbiased and
consistent.® In the case of the performance ratings, ratings are measured “....relative to the
typical employee in that job,” which means that unobserved fixed characteristics of the employer
and his’her rating system should be differenced away from these estimates.*® The fact that some
of the problems experienced by employers (such as absenteeism) are more objective than others,
and that alarge number of them are considered here, alows us to check for the sensitivity of our
estimates to problems created by this subjectivity.

A further problem with these subjective variables is that employers are asked about them
ex-post, in many cases after the employee has aready |eft the establishment. In these cases, the
problems reported for any employee or her performance rating could be endogenous with respect
to her retention status rather than vice versa. However, given the fact that all of these equations
are first estimated using a reduced-form specification, and that many specifications are attempted
and reported, we have many estimates that should not be plagued by these difficulties.

V. Empirical Results
A. Summary Results
In Table 1 we present summary data on the three outcomes analyzed here:

13 Longer spells are more likely to be observed at amoment in time than shorter ones, but the former are also
truncated or censored if they are still in progress. Empirically, the former bias seems to dominate, as we note below.
These issues are discussed further below.

14 Below, we estimate models of the exit rate using the Cox proportional hazard model. The Cox model estimates
the effect of the Xsrelative to the baseline hazard; the baseline hazard is essentially differenced out in a manner
similar to putting dummies for each time period in the model. Asaresult, we expect relatively little biasin the
coefficients on the X s due to understating exit rates for shorter cases, assuming that the proportional effects of the
Xsremain unchanged.

15 When subjective measures are included as independent variables thereis arisk of bias dueto errorsin variables.
Biaswould also result if errorsin assessing, say, performance, are correlated with the assessment of problems.

18 However, any subjectivity of the employer that might vary across employees, especially related to prejudices of
the employer in favor or against certain kinds of employees, may not be eliminated by this wording.



1) Whether each of a set of problems was experienced with thisworker (Part A);
2) Employer ratings of performance by welfare recipients on the job, relative to “typical”
workersin that job (Part B); and 3) Separation rates and durations of employment spells.

The problems considered in Part A include absenteeism, as well as absenteeism linked to
particular causes (such as health, child care and transportation); difficulties with attitudes
towards work; basic or job-related skill deficiencies; substance abuse; and relations with
coworkers. Quite strikingly, over 40% of employers complain about absenteeism among these
workers. The most frequent sources of this absenteeism, not surprisingly, are child care and
trangportation problems, followed by physical health issues. Asfor other problems, those
associated with attitudes towards work and relations with coworkers are observed most
frequently, while basic job-related skill problems are experienced somewhat |ess often.

Absenteeism, attitudes and relations with others might generally be considered part of a
category known as “soft” skills, in contrast to the “hard” cognitive and job-related skills (e.g.,
Moss and Tilly, 2001). According to this interpretation, soft skills are more frequently lacking
among hired welfare recipients than hard ones, or at least are the ones with which these
employers are most concerned (e.g., Regenstein et. al., 1998).

However, afew cautionary notes are in order. For one thing, absenteeism and related
difficulties may tell us more about the quality of the “match” between workers and jobs than
about some exogenous set of skills (whether “hard” or “soft”) that the former bring to the latter.
For instance, if employer locations and work schedules are not compatible with availability of
transportation or family needs, absenteeism might be a likely outcome. However, to the extent
that worker skills matter in this market, other evidence suggests that some minima competence
with cognitive skills is necessary before individuals are hired into these jobs (Holzer and Stoll,
op. cit.). Welfare recipients who are lacking in these basic cognitive skills are known to have
extremely limited work experience, even today, and are likely to be excluded from many of these
jobsin the first place. Thus, it still seems likely that a combination of “hard” and “soft” (or
cognitive and non-cognitive) skills, along with “matches’ to appropriate jobs, are necessary for
even minimal success in the labor market among these recipients.

The data on performance ratings in Part B of Table 1 indicate that over athird of these
workers are considered better than the typical employee in comparable positions, while about
half are rated as being similar. Thus, less than one-sixth of welfare recipients are considered
wor se empl oyees than othersin these jobs. Overal, this appears consistent with the evidence
cited earlier from the Welfare-to-Work Partnership on employer satisfaction with welfare
recipients as employees. However, it must al'so be remembered that the “typical” employeesin
these jobs are likely to be young and/or unskilled, and therefore constitute a very weak reference
group. Whether these positive experiences would have been observed had recipients been hired
into a better set of jobs remains unclear as well.

Part C of Table 1 presents data on retention and durations of employment, both among
those with complete or incomplete (i.e., right-censored) employment spells. Roughly three-
fourths of the welfare recipients considered here are till working for their employers. The job
durations indicate lengthier spells among those that are still in progress, as has been observed
elsewhere (e.g., Bane and Ellwood, 1985), even though these spells are right-censored (see
Footnote 13). The completed spells have a median duration of just 4 months, and a quarter of
these have ended within just 2 months. But the spells in progress already have durations that
average 8-9 months, even though they are right-censored, and these will likely be well over a
year when they are completed



A hazard analysis of the turnover rates suggests that only 21 percent of the workers hired
into these jobs leave within a year.!” Such a turnover rate is much lower than that experienced by
the nation’s workforce overall (Anderson and Meyer, 1994), though we have reason to believe
that our estimate is downward biased (as we noted earlier). Furthermore, average turnover rates
of the workforce are highly skewed towards the young and less-skilled (Holzer and Lalonde, op.
cit.). Thus, the turnover rates observed here for welfare recipients are lower than those generally
observed among other inexperienced and unskilled workers, though likely higher than those
generally experienced by most working adults. The results are also fairly consistent with the
evidence reported for the same time period above from the National Survey of American
Famili 1085 or the New Jersey study, though somewhat longer than that implied in the Michigan
studly.

The data also indicate that a majority of welfare recipients who end ajob spell do so
voluntarily, consistent with evidence cited earlier. In general, voluntary exits from ajob are more
likely to be associated with subsequent wage growth and rapid movements into other jobs than
are involuntary exits (Gladden and Taber, Holzer and Lalonde, op. cit.). Whether these quits are
associated with such positive outcomes cannot be directly inferred from these data; however, the
evidence presented below on the job performance of those who quit casts some doubt on this.

Before proceeding to our regression analyses, Tables 2 and 3 present some cross-
tabulations of the three sets of outcomes. In particular, Table 2 presents tabulations of the
performance ratings and the problems experienced with welfare recipients by whether or not they
have been retained; and, if not, whether they quit, were discharged, or laid off. Table 3 then
presents tabulations of the problems experienced by employers with welfare recipients by the
performance ratings that they have received.

The results in Table 2 indicate that those who have been retained receive much more
positive performance ratings than those who have left. Also, employers claim to have
experienced more of virtually every problem with the “leavers’, but especially absenteeism and
poor attitudes. The performance ratings are worst and the problems experienced most frequent
among those who have been discharged. However, those who quit have low performance ratings
and experience problems frequently as well — indeed, their ratings and experience of problems
among quitters are more similar to those who have been discharged than to those who have been
retained in their jobs. Thus, voluntary exits among welfare recipients are much less likely to be
associated with positive performance and upward mobility in the labor market than appears to be
true for others.

Of coursg, at least some of the association between retention and performance noted here
might reflect an ex-post endogeneity of performance with respect to the retention. In other
words, employers who are angry over arecent departure might be more likely to rate the
employee negatively than they would have before that worker left. On the other hand, we expect
that thisisless likely to be true for specific problems that are more objective (such as
absenteeism). The problem of ex-post negative ratings is also likely to be more relevant for
workers who have quit rather than those who have been discharged. The fact that the latter show

" Thisanalysisis based on asimple discrete hazard analysis that accounts for the variation in how long individuals
are observed. A Kaplan-Meier analysisyields similar results, showing that 22.5 percent of the workers hired leave
within ayear.

18 The Michigan data (Johnson, 2001) are from an urban county with very high unemployment ratesin the 1980's
and 1990's, which likely contributed to longer welfare durations and lower employability of the recipientsthere. The
demographics of those on therolls at the outset of the study are worse than those reported below for the hired
recipientsin this study.



worse performance and more serious problems than the former also indicates that at least some
of the negative association between retention and performance is redl.

The results of Table 3 show that performance ratings of employees are much lower when
employers perceive particular problems among these employees. Once again, absenteeism and
attitude are the problems most frequently associated with poor performance ratings by the
employer. While “attitude” might be considered very subjective, the experience of absenteeism
presumably is a good deal less so, thereby giving us somewhat greater confidence in these
results.

Thus, while overall retention and performance measures among hired welfare recipients
tell a quite positive story about these workers, a minority of hired recipients experiences
retention and performance difficulties. These difficulties are often related to pervasive
absenteeism and other problems usually associated with “ soft skills’.

B. Regression Estimates. Absenteeism and other Problems

In Tables 4 and 5 we present estimates of Equation 1), in which the dependent variable is
whether the employer has experienced one or more of a specific set of problems with the welfare
recipient in question. Table 4 presents results from equations in which absenteeism, regardless of
source, is the dependent variable. Four specifications are presented here, beginning with
individual characteristics only, then adding establishment and job characteristics as well as
recruiting behaviors respectively.®

Before proceeding to the results, we note that the means (and standard deviations) of all
independent variables appear in Table A.1 of the Appendix. These descriptive statistics give
some indication of the kinds of welfare recipients being hired, and the nature of the
establishments and jobs into which they are hired. The data show that about two-thirds of the
recipients are black or Hispanic; almost two-thirds have high school diplomas and a similar
fraction has had genera work experience in the recent past. Thus, the most disadvantaged
recipients, who are frequently not employed at al, are not heavily represented here (Danziger et.
al., 2000; Zedlewski and Loprest, 2001). The establishments are divided quite evenly among the
main size categories, but average job vacancy rates exceed local unemployment rates and are
therefore extremely high, reflecting very tight labor markets.?® Average starting wages are just a
bit higher than those reported in other studies of welfare “leavers’ (e.g., Acs and Loprest,
2000).%* The percent of employers providing health insurance does appear high relative to other
studies, but likely because we are capturing offers of health insurance, and take-up rates for this
population are often low in the presence of substantial co-payments and deductibles. Finally,
many different kinds of screens are used by employersin the hiring process.

A number of results appear in Table 4. The data indicate that several characteristics of
workers, their employers, and the jobs that they fill affect the likelihood that they will experience

19 Occupation and industry dummies have also been included in many estimated specifications. But, since they
almost never affected the results qualitatively and are heavily correlated with many of the underlying establishment
and job characteristics whose effects we are trying to estimate, we have omitted them from the equations presented
below.

20 Unemployment rates averaged 2-4% in all of the metropolitan areas represented here at the time of the survey.
Abraham (1983) and Holzer (1989) have noted the rarity with which unemployment rates exceed job vacancy rates
inlocal labor markets. However, the mean vacancy rate estimated here is close to that generated by arecent survey
of establishmentsin Minnesota (2001) and therefore appears to be quite plausible. The median vacancy rate among
the establishments, at 2%, was much lower than the mean.

21 Median (as opposed to mean) starting wages in these data are about $7.00 per hour.



absenteeism problems. While the exact levels of statistical significance may vary, we generaly
find that:??

High school graduates, those with some specific recent work experience, and (to a
lesser extent) Hispanics have lower rates of absenteeism than do others;

Location in a particular metro area has important effects, with those in Milwaukee
(the omitted category) experiencing the most absenteeism and those in Los Angeles
the least;

L ocation within the metro area also matters, as those with proximity to public transit
experience less absenteeism than those without it;

Establishments with high job vacancy rates experience somewhat more absenteeism
than those with lower rates;

Those in jobs with employer provision of health insurance or chances of future

promotion experience less absenteeism; and

Those employers who do more screening, mostly through testing and criminal

background checks, experience lower rates of absenteeism.?

How should we interpret these findings? Despite the questions noted above regarding the
exact causal mechanisms at work here, the findings are strongly suggestive. For instance,
Milwaukee (as part of the W2 program in Wisconsin) has been through afar more aggressive
effort to push welfare recipients into the workforce than have the other metro areas, while Los
Angeles has been through the least aggressive; because of this, employment rates of welfare
recipients in Milwaukee (and also Cleveland) have outpaced those in Chicago and Los Angeles
to date (Holzer and Stoll, op. cit.) The more rapid entry of welfare recipients into the labor
market in Milwaukee is consistent with less selectivity among employers hiring them, and
consequently more absenteeism problems. The strong positive effect of job vacancies on
absenteeism, and also on the hiring of welfare recipients, is consistent with this interpretation as
well. Without controls for vacancy rates, smaller establishments appear to experience rates of
absenteeism that are comparable to or higher than those of larger establishments as well.?* And
establishments with some proximity to public transit are likely more accessible to welfare
recipients, thereby making it easier for them to show up on time more regularly as well.

Regarding job characteristics, the results suggest that those who might get employer
provided health insurance and/or a future promation for good performance are more motivated to
show up regularly for work. While it is a'so possible that these job characteristics are simply
capturing unmeasured attributes of those who obtain them, the results are consistent with other
evidence (e.g., Holzer and Lalonde, op. cit.; Strawn and Martinson, op. cit.) in which job
characteristics appear to affect retention rates independently of observed worker attributes.

Finally, the joint effects of employer screens suggest that those who obtain more
information about recipients have some ability to improve the quality of the “matches’ that they
generate, though the modest size and unevenness of these estimated effects implies that
employers cannot expect screening to dramatically reduce absenteeism problems.

22 The results reported below generally are significant at the .10 level or better in one-tailed tests.

2 The F-statistic on all of these screens together indicates that they are jointly significant at about the .05 level.

24 For instance, absenteeism problems are reported in .44, .41, and .38 of establishmentsin the 1-19, 20-99, and 100
or above size categories.
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Overall, awide range of employer/job and persona characteristics seem to affect
absenteeism rates among welfare recipients. Do all of these effects vary greatly across different
sources of absenteeism? Appendix Table A.2 presents estimates of equations in which the
dependent variable is the experience of absenteeism difficulties generated from a particular
source, such as child care, transportation, health problems, mental health or domestic violence, or
none of the above. The results indicate that absenteeism attributable to physical health child care
or transportation have relatively similar determinants to one another and to those listed above.
Interestingly, the experience of absenteeism attributable to transportation or child care problems
is reduced in establishments that are easily accessible by public transit. On the other hand, the
determinants of absenteeism associated with mental health/domestic violence or other sources
differ a bit from those associated with health, child care or transportation. > For instance, those
working in smaller establishments have greater frequencies of absenteeism due to mental health
and domestic violence. Minorities have relatively greater frequencies of absenteeism that are
associated with non-specified causes, while agencies are a bit more successful in screening them
out.

Table 5 presents equations for the employer’ s experience of a broader range of problems
on the job — the total number of problems (including absenteeism), basic/job (or “hard”) skills,
and any of the other (“soft”) problems. The results of Table 5 indicate similar findings to those
presented for absenteeism in Table 4. The greatest number of problems among working welfare
recipients (at least as perceived by employers) are associated with blacks, high school dropouts
and those without specific work experience; those in Milwaukee, hired earlier than 1998, and in
small establishments; those with little chance of promotion; and those that have gone through
less screening. Comparing “hard” v. “soft” skill problems, both blacks and Hispanics are
relatively more likely than whites to experience the former set of problems, while Hispanics
seem to compensate somewhat on the “soft” skills. However, it isimportant to remember once
again that these results are conditional on employer hiring decisions, and that most Hispanics
hired in LA have been hired by employers who could be relatively more selective. Employer
prejudices and biases might also influence their perceptions, especially across racia groups.

The determinants of specific problems such as attitudes towards work and relations with
coworkers appear in Appendix Table A.3, are very similar to those of absenteeism in Table 4 and
other problemsin Table 5. A few anomalies might be noted in these results. For instance, high
school graduation seems to have greater effects on “soft skills’ than on “hard” ones; while
screening for dress/appearance seems to have the opposite effects. Likely, these factors are not
directly causal, but are correlated with the unobserved characteristics of individuals that
experience relatively more of one problem than the other.

C. Regression Estimates. Performance Ratings

In Table 6 we present estimated equations for the performance rating of the welfare
recipient, where 1 is the best rating and 5 is the worst (thus, negative coefficients indicate better
performance). The first four equations of the table are the reduced forms, comparable to those
presented in part A of Table 4. The fifth equation includes controls for the specific problems
analyzed above. The second part of the table presents the coefficients on these problems, in a
variety of specifications. All equations are estimated through ordered logits.

Turning first to the second part of the table, the results indicate that:

%5 F-tests for pooling reject the hypothesis that the coefficients are the same in these cases as they are for the other
sources of absenteeism.
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“Other problems” (or “soft” skills) are more important than those with basic and job-
related (or “hard”) skills as determinants of negative performance ratings,

Among these other problems, absenteeism and poor attitudes have the largest
negative effects,

Absenteeism that is not associated with any of the specific sources listed above is
considered the most negative, while that associated with transportation difficulties is
consdered the least negative; and

These problems account for afairly large part of the effects of worker, firm and job
characteristics on performance, as many of the coefficients on the latter weaken
significantly once the former are included as controls.

The determinants of performance ratings broadly resemble those of attitudes and other
problems noted in earlier tables. A few differences can also be noted — for instance, black
employees are rated more negatively (because of the problems noted); and general experiencein
work matters for performance as well as more specific types.

Still, the broad outlines noted above seem to hold. Performance on the job seems strongly
related to whether or not employers have experienced absenteeism and other specific problems,
reflecting both “hard” and “soft” skills but especialy the latter. A wide range of personal,
employer and job attributes are associated with these problems and performance more broadly.

D. Regression Estimates: Retention and Types of Separ ations
In this section, we examine the variation in the rate at which workers leave the firm with
individual, job, and employer characteristics and the employer’s perceptions of the worker.

Reduced-form estimates

Table 7 presents estimates of three reduced-form models of the rate of exit from the firm.
The first column reports coefficients from amodel of the rate of all exits, while the second and
third columns report coefficients from models of the quit and fire rates. Because the coefficients
are from the Cox proportional hazard model, the exponent of each coefficient estimates the
factor by which the hazard rate changes with a one-unit change in the independent variable.

Generally, the model for overall exit rates shows effects broadly similar to those found
above for absenteeism and performance. While significance levels again show some variation,
exit rates are generally somewhat lower for Hispanics relative to blacks and whites, workersin
Milwaukee leave jobs at higher rates than those in the other metro areas, consistent with the
notion that they are less job-ready than recipients in the other cities; higher exit rates are
observed at small establishments and those with higher vacancy rates, perhaps due to lower-
quality workers at those firms or due to poorer work conditions; jobs with promotion potential
have a somewhat lower exit rate, as expected if workers stay at jobs based on expectations
regarding future income at the job; and firms that require tests have a lower exit rate.

At least a few characteristics of jobs that we expected to influence exit rates failed to do
so0. For instance, wages and employers contributions to health insurance, two essential indicators
of the desirability of ajob, are not associated with exit rates. The lack of effect of wagesis
uncommon in models of employment transitions (e.g., Holzer and Laonde, op. cit.) and may
reflect scarcity of other opportunities for welfare recipients or too little variance to generate any
influence.

Examination of the separate models for quits and discharges reveals some patterns that
are hidden in the model of all exits. For instance, the overall exit model shows little effect of



public transportation; the separate models show that nearby public transportation is associated
with alower quit rate, but a dightly higher discharge rate. The lower quit rate likely results from
public transportation making the journey to work easier, while the discharge rate presumably
reflects lower average quality among those workers using that mode of transportation. We also
find that criminal checks are associated with lower quit rates (while discharge rates appear
unaffected) and that provision of tests for screening is associated with alower discharge rate, but
has little effect on the quit rate.

Relationship between performance/problems and exit rates

We next examine the relationship between the employer’ s perception of the employee's
problems or performance and their exit, quit, and discharge rates. Table 8 presents models that
relate these hazard rates to the employer’s overall perception of the employee and indicators of
problems with the worker (as described by the employer).

As can be seen in the first panel, the more negative the employer’s overall perception of
the worker, the higher the exit, quit, and discharge rates. Given that the perceptions are those of
the employer, we might expect a stronger relationship between the perceptions of the employer
and the discharge rate than with the quit rate.?® Thisis confirmed as we see somewhat stronger
effects for discharges than for quits, with the effect on all exits faling in the middle.

The second panel of Table 8 presents the relationship between specific problems and the
various exit rates. We see strong effects of absenteeism due to childcare or “ other” problems,
which are associated with higher exit, quit, and fire rates. Generally, we tend to see more effects
on the discharge rate than the quit rate. For instance, substance abuse and absenteeism due to
health and mental health/domestic violence only affect discharge rate, but not the quit rate, and
attitude has a stronger effect on discharges than quits. Again, since these are the employer’s
perceptions of problems, their relatively greater estimated impact on employer behavior makes
sense.

The last panel of Table 8 reports the effects of problems grouped into those related v.
unrelated to basic/job skills (or “hard” v. “soft” skills, as noted above). Problems unrelated to
skills are positively associated with exit, quit, and fire rates. Problems related to skills,
however, are unrelated to exit, quit and discharge rates, after controlling for non-skill-related
problems.?” A simple explanation may be that employers expect welfare recipients to have
below average skills, so that low skills only affect the likelihood of a discharge if the worker
creates disruption in the work place.

Finally, the joint effects of employer perceptions of problems/performance and person,
job, and employer characteristics on quit and discharge rates are reported in Table 9.
Comparisons between these results and those of Table 7 show us the extent to which our
measures of problems and performance can account for any observed relationships between these
characteristics and exit rates. Similarly, comparisons between these results and those of Table 8
tell us the extent to which observed effects of problems and performance on exits are accounted
for by measurable characteristics of workers, firms and jobs.

As before, the effects of the overall assessment of the worker and of non-skill problems
on exit, quit, and discharge rates remain strong and positive, while the effects of skill-related

26 \We still expect an effect on the quit rate, as long as the worker incorporates the employer’ s perception as a
measure of likelihood of success at the job.

27 Prior to controlling for non-skill-related problems, we find positive and significant relationships of skill-related
problems to the discharge rate (though not the quit rate).
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problems are weakly negative. Thus, the estimated effects of worker performance and problems
on exits are not accounted for by the observable characteristics of individuals, employers, or jobs
for which we can control. On the other hand, the effects of several of these characteristics on
exits in the reduced-form model no longer matter after controlling for employer perceptions of
worker performance and problems. For instance, the pattern of exits across cities becomes
negligible, perhaps indicating that worker quality does indeed account for variation in exit rates
across cities. Furthermore, the effect of the vacancy rate on fires disappears after controlling for
employer perceptions, consistent with the view that high-vacancy firms are more likely to hire
problem workers.

However, afew results in this table are somewhat anomalous. For instance, work-specific
experience has a strong and positive effect in both the quit and discharge rates models after
adding controls for performance. The effect on the quit rate makes sense if those with work
experience are more likely to leave a situation where they are not appreciated. We find a
negative effect of wages on the discharge rate, but not the quit rate — afinding at odds with our
expectation. And we find positive effects on the discharge rate of both screening for criminal
records and taking dress and demeanor into account.

Nevertheless, the models of Table 9 do underscore the importance of worker quality and
performance in the jobs into which they have been hired in accounting for differencesin
retention among welfare recipients that have entered into the workplace.

V. Conclusion

The evidence presented above suggests, on the one hand, that overall job performance
and retention rates among welfare recipients who work appear to be quite favorable. In
particular, most employees are considered to be as good or better than the typical employees
hired into these jobs, and average retention rates appear fairly high (though they might be
upward biased to some extent). On the other hand, a fraction of these workers do experience
serious difficulties with performance and retention; and certain problems — like absenteeism and
other “soft skill” deficiencies - are quite pervasive.

While alot of the variation in these outcomes across individual welfare recipientsis
difficult to explain with the variables that we have, we were able to account for at least some of
it. Not surprisingly, those without high school diplomas or work experience had greater
difficulties, as did blacks (at least in the views of their employers). Establishments that hire many
welfare recipients experienced more difficulties, such as those in Milwaukee or with high job
vacancy rates. It seems unlikely that the performance and retention difficulties associated with
these characteristics can be easily improved, though greater work experience among welfare
recipients should generate improved performance as time proceeds

But some of the findings imply at least a potential for employers and/or public
policymakers to improve the quality of job “matches’ with welfare recipients. For instance, child
care and transportation difficulties were the primary sources of absenteeism problems; and
access to public transit seems to reduce absenteeism and improve retention. Provision of better
child care and transit services might therefore reduce absenteeism rates quite significantly, and
thereby improve performance and retention. Indeed, those few employers who already provide
child care or transportation assistance to employees experience fewer absenteeism problems than
those who do not.®

28 The percentages of employersthat provide child care or transportation assistance currently to hired welfare
recipients are just .09 and .10 respectively. Those who provide assi stance experience absenteei sm associated with
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Placement services (perhaps through intermediaries) that help match workers to better
jobs, including those that offer promotion possibilities and perhaps health insurance, hold some
promise as well. To the extent that the degree of screening of these applicants can be improved
(whether through an intermediary or by the employer directly), better matches would apparently
result aswell. And, since “soft” skills seem to affect job performance and retention in their
current jobs to a greater extent than “hard” skills, the appropriate kinds of work-readiness
training or job-mentoring may be relatively cost-effective ways of addressing these problems.?®

Of course, any specific policy recommendation in this area would require a more careful
evaluation of the magnitudes of costs and benefits involved. And thereis at least some potential
downside to these strategies. For instance, greater screening by employers or intermediaries
might mean that some recipients have a harder time getting placed at al, and they might require
alternatives to employment (such as greater investment in basic skills or community-service
employment) in the short term.

The generally positive overal rates of retention and performance noted here also imply
that, for many or most welfare recipients in the workforce, these are not serious problems. This
has a few important implications. For one thing, any retention services should perhaps be
targeted only on those who are likely to experience retention difficulties. Indeed, some have
speculated that this lack of targeting is one reason (among others) why the Post Employment
Services Demonstration failed to generate very positive impacts on retention (e.g., Rangargan,
1998). Newer efforts to deal with performance and retention should perhaps be more selective in
the targeting of its services.*® Furthermore, among those not experiencing retention and
performance problemsin their current jobs, we should perhaps be concerned with more serious
human capital enhancement and occupational mobility that will ultimately lead to greater
earnings growth (Strawn et. al., 2001).

Finally, we need to remember that retention rates will likely decline quite dramatically in
any economic downturn, and that provisions need to be made to ensure that an adequate safety
net exists for all workers at that time (Holzer, 2000).

those problems among .18 and .14 of recipients hired, while comparabl e estimates for those not providing assistance
are .26 and .17 respectively.

29 Of course, we note again the apparent importance of “hard” skills for gaining employment at all or for promotions
and other forms of upward mobility.

30 The Employment Retention Assistance (ERA) demonstration now being implemented by the Manpower
Demonstration Research Corporation (MDRC) in several local areas across the country is based on this notion and
provides an eclectic group of treatments.
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