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5.1 Introduction

The previous chapter drew a picture of creativerdeson, with the birth and
death of firms coupled with the hiring, firing aqditting of workers. The impact of
economic turbulence on firms was clear: high praghiig, low turnover firms were more
likely to grow and survive; low productivity, highirnover firms were more likely to
contract and exit. The process of creative destmctecessarily involves a reallocation
of workers from one job to another, and into antdajuhe labor market with
unemployment and retirement.

This chapter looks at how economic turbulence affexkers' career paths (i.e.,
their earnings trajectory over time) and on firjols ladders (i.e., initial earnings and
earnings growth of on-going jobs lasting at leas fears). In particular, we ask to what
extent the costs and benefits from the adjustmertgss are differentially borne by
certain groups of workers and firms?

Different firms offer workers very different job pprtunities, and we find these
differences within an industry as well as acrostgtries. Landing a job at which firm,
as well as which industry, has a powerful influenoea worker's career path. Here we
examine a number of popular perceptions of the anpheconomic turbulence to see if
the images are grounded in fact. One view iswluakers areehurning from bad job to
bad joh In fact, we do not find this to be a dominant@at--not even in retail food,
where many workers leave the industry for bettbsj@r in trucking, where a worker’s
alternative job is worse. Another view is thatréhare“big rewards for job hopping
Here we find that workers are rewarded for stayuith one firm (called "loyalists"), but
that usually workers must compete to gain acceadaag job ladder that offers career
development. Workers who do not gain access tetloeg) job ladders do better by
changing jobs. Those who are rewarded with londgdiders have much better jobs than
workers who must keep changing jobs to improver floéi opportunities. Workers who
start off with relatively low initial earnings arolw earnings growth must change jobs to
get a better job. The evidence suggests that werkay in how long it takes them to
finally work for a firm with good job ladders, atigeir earnings trajectories cannot make
up for the period when they were working in firmghanferior job ladders.

Across industries and firm types, we distinguisbesal types of human resource
management (HRM) practices, all of them variantgsesformance-based HRM. Some
companies create and reward loyalty. They prowiég workers with long job ladders
with high initial earnings and earnings growth treftects the skill development of



workers, and the workers tend to stay. This typdRM is calledan internal labor
market(ILM), and in the past was found in large growgumpanies that had market
power. However competitive pressures over the tpastlecades have forced companies
to revamp their ILMs (and HRM generally) to be mararket-driven and performance-
based (see, for example, Cappelli, Osterman). Wighdbwing companies, we often see
that new hires compete for coveted job laddersiwitie ILM, often in an up-or-out
situation where workers not promoted are terminateghcouraged to find another job.
In shrinking companies, experienced workers oftampete to "survive" or keep their
jobs during downturns, and even may have to comgietes not to be replaced by a less
expensive new hire. Initial earnings and earningsvth have become more market-
driven and performance based, even in ILMs thatigelong job ladders with career
development. We see both up-or-out and survivorpaiition in semiconductor,
financial services, and software companies. So#wampanies also tend to provide
many short jobs lasting less than three yearsdiilaict market wages for technical
employees. In contrast, trucking companies andl fetad companies, tend to have three
types of HRM: the traditional unionized firm witble-based job ladders; the nonunion
firm that may offer some workers access to ILMg] annunion firms that offer
competitive market wages. In food services, boghuhionized firm and nonunion firm
with limited ILMs also rely on market-based tempgrand short jobs.

We find that economic turbulence can affect workersvo ways: it can affect
their job laddersvithin a given firm, and it can affect their career pdibsveerobs,
both within and across industries. In semicondwscéond software, economic turbulence
undermines a shrinking firm's ability to provideogigob ladders compared to growing
firms, but firm fortunes do not affect the qualdjob ladders in financial services and
retail food, where both expanding and shrinkingéafirms provide equally good job
ladders. Within-firm turbulence as observed by sgdernover has a less pronounced
association with the quality of job ladders, sihggh turnover is associated with better
job ladders in financial services and software @éoelsn't matter in the other industries.

In this chapter we exploit our ability to directiparacterize both worker career
paths and firm job ladders over the period 1998ugh 2001 by describing the basic
career paths (number of jobs, plus within- and kbetwjob wage growth) that exist in
each industry for different types of workers. Themexamine the underlying job ladders
that are offered by firms, and how economic tuebak seem to affect job ladders as
firms vary by growth, size, and turnover.
5.2 Background

There is an extensive body of literature on themainants of workers' earnings
profiles over time. Few, however, directly incorgtar the effect of firm dynamics.
Precisely because it has been difficult to captiueanteraction of firms and workers,
existing large-scale empirical research has focosedow workers' earnings profiles
may be driven by the acquisition of education aathing, by job displacement, or by
job change (xx citations). Other research basethen studies of firms has examined
within-firm promotion, hiring patterns, and wageustures (see Brown and Campbell for
references).
5.2.1 Theoretical Background

Firms operate within industries, and since theeed#fferences in technology and
capital stock, as well as the degree of competiggs across industries, we should expect



industries to place different values on workerdl akd firm-specific experience. But
theory differs substantially as to why and howaetiént firmswithin a particular industry
will choose different human resource practiceslidiag skill development,
compensation, internal labor markets, or presehaaions).

One branch of the literature emphasizes that same fvill develop long job
ladders with career development and earnings grawethinternal labor markets, for a
wide variety of reasons, including: Providing intiees to retain workers with firm-
specific knowledge, to motivate workers when dificult to monitor staff, and to
promote team sharing of knowledge (Doeringer andeR?1971; Bulow and Summers,
Akerlof and Yellen). Research on firm practicesgades that most firm HRM
incorporates varying degrees of market-driven aberinal labor market practices
(Cappelli; 1999; Osterman, 1996). Theoreticallg ifficult to produce testable
hypotheses that distinguish competing theoriesedibpmance-based or matching versus
rationed access to "good" jobs (Prendergast, 1996).

Using data from a single firm, Baker, Gibbs andrhistrom (1994) found that
their one large firm has a clear hierarchy of jabd promotions and a strong relationship
between jobs and pay that leads to a tendency tblwag careers. However, they found
little evidence of “ports of entry” into the firngjnce the firm does a fair amount of
outside hiring even at higher levels. Earlier woykTopel and Ward (1992) a
longitudinal panel of earnings records from theaasecurity program produced results
that question the standard notion of human cajt@stment and lifecycle earnings
growth. They observed high mobility and high retuta job change among young male
workers that is consistent with performance-basddsl Topel and Ward interpreted this
as matching a model with on-the-job search. Omoelgnatches are found, these young
workers eventually settle down into jobs that amrerstable. Lazear and Oyer (2003) use
matched data from the Swedish Employers Confeaderétom 1970 to 1990. They find
that internal labor markets that incorporate exeforces play a large role in firms' wage
setting policies, or what we consider a marketatior performance-based ILM. Note
that even "performance-based" ILMs, where workersete for access to long job
ladders with career development, may reflect ratibaccess to a limited number of jobs
and may not be merit-based (i.e., based on obgctiteria). (xx Hunter has citation).
5.2.2 Empirical Background

Whatever the theoretical reasons to hire and layofkers, the empirical
evidence shows convincingly that there are vastuartsoof job and worker reallocation
in the economy. Burgess et al. (2000) find tha mnfour job matches either forms or
breaks up each quarter, translating into a rougyB®%s quarterly turnover rate. Thus
almost one million people leave a job every weekl amost one million people start a
job every week.r 2001 through 2003, U.S. workers experienced ldlbmseparations — 56
million involuntary layoffs and discharges and 8illion quits and other forms of separation
(Schuh et al, Boston Fed).

What is the impact of these enormous rates of ntgloih workers? In studies
using administrative data, Ong and Mar (1992) sthéyeffects of layoffs in the
semiconductor industry in California. They find tfiar workers who return to the
semiconductor industry, earnings increase at acatgarable to those who are not laid
off. However, those who end up with jobs in othetustries suffer a decline in earnings.

Job loss is likely to have substantial impactlonleast educated workers.
Research shows that for these workers such Igsgiisularly likely to lead to lower re-



employment probabilities, higher probabilities affotime work and lower earnings
(Farber 1999). There are longer-term consequelncakdse workers as well. Lost work
time is likely not only to lead to lost earningsit lalso to skill depreciation (Topel 1993),
and lower training (Royalty 1996). There are alkely to be substantial costs to older
workers. Jacobson, LaLonde and Sullivan (1993) usesimployment Insurance records
from Pennsylvania to show that high-tenure worleyserience substantial earnings
losses with displacement, even if jobs are fourtéh similar firms in the same industry.
One interesting finding is that lower earnings eveent up to three years prior to the
displacement, especially if it is part of a largeale layoff in their firm. A study using
LEHD data to examine a group of low-wage earnees awmnine-year period to analyze
the behaviors and characteristics of individual$ employers that lead low-wage
workers to successful career outcomes (AnderssolzeH Lane, 2005). The authors find
that, in general, workers who "moved on" to diffdiremployers fared better than those
who tried to "move up" within the same firm. Thdiselings are consistent with our
findings that workers who cannot gain access toagob ladders within their firm do
better by changing jobs until they finally land @tong job ladder with career
development. (xx: julia please revise as needed)

The evidence to date neither directly documentskerst career paths as they
piece together jobs, nor directly ties firm fortarte the jobs offered by the firms. In the
following sections we document workers' career pathd firms' job ladders and describe
the worker/firm relationships in each industry.

5.3 Data

In order to capture the impact of firm dynamicsmorker career paths, we focus
on prime-aged workers divided into a "younger" gréaged 25-34 years old) and into an
"older" group (aged 35-54 years old). These workersstitute 70% to 80% of the
workforce in our industries. We exclude younger keos who are often involved with
finishing school and working part time, and seniarBo are often involved with
retirement decisions.We further divide the two age groups by two keyspnal
characteristics: gender (female, male) and educétiow”, roughly approximating high
school and less; "medium”, some college; and "higbllege graduate and above). This
gives us twelve groups of workers.

We focus on three key characteristics of firmse glarge, small); employment
growth (positive, negative), excess turnover (highy).?

For each Sloan industry, we analyze three typeamer paths, which represent
most job histories over the ten-year period:

! Analyzing prime-aged workers allows us to avoid data problassociated with many younger and older
workers not being in the sample for many quarters. We éackorkers with more than three employers in
order to simplify the analysis, since they are a small nuof@ime-aged workers. We defined workers as
working in an industry if their “primary employer” in 20@and 19957?) was in Sloan industry.
Observations are at the SEIN (State Employer Identificaliomber) level, which is establishment for
single unit, but not necessarily for multi-unit firnm. general, SEIN is smaller than firm: Establishment <
SEIN <Firm within a state. SEIN is state specific and thusfierént in each state.

2 Size large (3100 workers) and small (<100 worker&mployment growttpositive (employment same or
increased) or negative (employment declined) over the pefriealch job (i.e. if the job lasted fromtb t,
sign(firmsize(f) — firmsize(t))

Turnover high (turnover is 20% above the turnover predicted faygh in employment) or low (turnover

is less than 20% above the turnover predicted by chargrapioyment).



» Loyalist: one job over the ten year period in th@a8 industry

* Two-jobber: two jobs over the period (with at lease in the Sloan industry)

» Job Hopper: three jobs over the period (with astl@ae in the Sloan industry).

For each career path type, we use simple regresgastimate within- and between-
job wage growth, which are used to simulate theargpaths of workers for the modal
firm and industry characteristics. (See Appendixdetails.)

We then simulate job ladders (initial earnings aathings growth) in firms in order
to understand how the quality of job ladders vaoe$irm characteristics (size, growth,
and turnover) for the twelve worker groups. Wereate job ladders for completed jobs
as well as for on-going jobs in 2001 that lastelkast five years and for one-to-three
years. (See Appendix for details.)

5.4 Career Paths

(xx: let's put end earnings on table 5.2, or gkliache one-table-per-industry that
includes the entire career path, or else show s@reer path figure. Drop Table 5.1
since it is a lot of numbers for not too much intpat information.)

The calculation of canonical career paths perost® answer several key
guestions: What career paths provide the best mésdor workers? How do career
paths vary by demographic groups and across inds@tHow frequent are the superior
versus inferior career paths?

Our analysis of career paths provide a very @eawer to the first question:
Loyalists have the best career paths, followedbychangers who move from an inferior
job outside to a superior job inside certain Slvalustries. Other workers must do more
job changing before they finally are able to larjdtawith relatively high initial earnings
and earnings growth.

Three distinct types of career paths are obsergeba our five industries, one for
loyalists and two for job changers, regardlessenidgr, age, and education (see Table
5.2).

» Loyalists, who have high initial earning and expede good earnings growth

in one job in all five Sloan industries;

» Job changers (2 or 3 jobs), who have much lowé&alrgarnings in a job
outside the Sloan industry, and then experiencstanbal earnings growth by
landing a job in a given Sloan industry (semicondycsoftware, financial
services for men, trucking);

* Job changers (2 or 3 jobs), who begin their cguathrs with a job in the Sloan
industry (but on a worse job ladder than loyalisas)d which is followed by



jobs outside the Sloan industry that offer evendoimitial pay but eventually
result in good earnings growth (women in finansiavices, older workers in
retail food) or is followed by jobs outside the &bhandustry that offer
superior job ladders (younger workers in retaildpo

Loyalists experience the best career paths ifivalindustries because they start
off with highest initial earnings, experience gaatnings growth, and end the period
with the highest earnings. Workers who start thiéoplan inferior jobs, both in and out of
the Sloan industries, are able to improve theieeapaths through job change. In one
typical pattern, workers begin the period with adustry job that has relatively low
earnings and earnings growth. Then they switchobthte industry and eventually find a
high-earnings-growth job in either their secondhird job. This is typical of workers in
retail food and women in financial services. In titleer typical pattern, workers begin
the period in a job outside the industry that ledatively low earnings and earnings
growth. Then they switch into a job in the Sloadustry that has higher initial earnings
and higher earnings growth, but they are not abtsatch up to the earnings of the
loyalists. This pattern is typical of workers inmgeonductor, software, trucking, and men
in financial services. Overall two-jobbers do betin their first job change than job
hoppers, who must change jobs again to find a caabpagood job, and so two-jobbers
experience a better career path than job hoppers

In all, loyalists have landed a better job thanjtfiiechangers, which may reflect
any number of factors, such as luck in landingbawith an employer that shares market
rents, or individual unobserved ability. Althoudtetreason needs to be examined, we
know that most workers were still looking for atieejob at the beginning of the period,
and improved their career paths by changing jobs.

Demographics clearly play a role. Men’s career pdibhminate women’s career
paths in term of both initial earnings and earniggsvth across all industries except
trucking, where low education women’s few job oppaoities allow them to catch up to
male earnings over time. Only in financial serviaes the career path patterns different
for men and women, where women job changers emwdthignferior jobs outside the
industry and must work their way back up to a gmddoutside financial services. As
expected, the career paths of older workers hayteehiinitial earnings and lower
earnings growth, with the notable exception bewftygare, where the earnings growth of
younger workers is extraordinarily high and theirrengs exceed the earnings of older
workers at the end of the period. This indicatesd the younger workers experience very
high returns to experience that is not maintainest ime.

Although the loyalist career path is common, iekaaccounts for more than 40%,
and sometimes as few as 25%, of workers in a deapbgr group. The five industries
exhibit differences in their dominant career pathih) loyalists more likely to be the
dominant career path in retail food, financial ssgs, and trucking; job hoppers in
software; and two-jobbers in semiconductors. Howéwglists, two-jobbers, and job
hoppers are well represented in all five industries

Let us now look in more detail at the career paiteach industry.

® It is worth noting that two characteristics of our datasetparticularly relevant for the trucking industry.
First, the large earnings increase that workers enjoy mmsing into trucking may be gained by more
hours worked rather than higher wage rates. Since most daneepgid by the mile, and enforcement of
hours of service regulations is spotty, at best, theass in earnings may be the result of working more



5.4.1 Industry Specific Career Paths

Workers in thesemiconductor industrgxhibit two of the three distinct types of career
paths described above. The first is that of loygliwho have high initial earnings and
experience good earnings growth in one job in ac@muctor company; the second is
that of job changers (2 or 3 jobs), who have muoeberl initial earnings in a job outside
the semiconductor industry, and then experiencstanbal earnings growth (usually 20
to 30% for younger and 10 to 20% for older workéxg}aking a job in the
semiconductor industry. Among job changers, twdg@b begin with higher pay outside
the industry and are able to enter the semicondundastry sooner than the job-hopper.
Although job hoppers experience healthy earningseses when they change jobs
outside the semiconductor industry, the increadelisw the increase experienced when
they take a semiconductor job. The overall earngrgsvth of two-jobbers and job
hoppers is about the same over the ten year pesaoithe two-jobbers usually maintain
their initial earnings advantage. Although job apers usually experience higher
earnings growth over the decade than the loydalistnot enough to offset their much
lower initial earnings, and so loyalists end theqaewith substantially higher earnings.

Thesoftware industrnalso exhibits the two distinct career paths oleseia
semiconductors. Loyalists, who have high init@iréngs and experience good earnings
growth in one job in a software company, are exémglby older workers who
experience equally high, or slightly higher earsiggowth than job changers, and so
their initial earnings advantage grows over tinod dhangers (2 or 3 jobs) have
relatively low initial earnings in jobs outside s@ére and then experience substantial
earnings growth (18 to 26% for younger workers adhdo 20% for older high-educated
workers) by landing a job in software.

Job changers experience higher within-job earngmgsith in their software job
than in their earlier jobs outside software. Yourjgb hoppers experience healthy
earnings gains (14 to 20%) when they change jotsdmithe software industry, but the
increase is below the gain experienced when tHeydasoftware job. Older job hoppers
experience lower earning gains (4 to 11%) when tieynge jobs outside the software
industry. While two-jobbers usually have highetialiearnings and lower earnings
growth than job hoppers, higher earnings growth tiaa-jobbers, the two-jobbers have
end earnings that typically exceed job-hopper egsby 20 to 40%.

Thetrucking industryalso exhibits the two distinct career paths obsim
semiconductors and software. Loyalists have radftifigh initial earnings and good
annual earnings growth (5 to 13%) one job with a trucking company; and job

hours. There is some evidence that truck drivers operaiétaiget earnings’ in mind. If this target cannot
be reached in other low-wage employment, the option ofmgiknger hours in trucking may be

attractive. Second, the total amount of observed time isaimple may be less than 40 quarters, and this is
true whether the last job is right-censored or uncens@ieén the nature of the trucking industry, it is
possible that these workers did not have reported eamiifffisient to be reported in our sample. A large
proportion of workers in the trucking industry are sdechlowner-operators’ who are classified as self
employed. This means that their earnings are not reportadybfirm, and therefore not observed in our
sample.



changers (2 or 3 jobs) have lower initial earniimga job outside trucking, and then
experience a large earnings gain (11 to 19%) binge job in trucking. Their within-job
earnings growth rates, at 8 to 18%, are then suotistigt higher in trucking than in their
earlier jobs outside trucking. However the earniggg between loyalists and job
changers grows over the decade.

In sum, then, job changers experience higher eggrgnowth by entering
trucking, where they usually see their entry eaygifump and then continue to grow. The
sooner they can enter trucking, the better wilthesr career paths. One possible reason
for this is that since most of these workers dohaste a high school degree, obtaining a
CDL with employment in trucking represents a siguaifit improvement in job options.

In simulations of career paths that included aeseof jobs in trucking, overall earnings
growth and final earnings were higher the longeweker was in the trucking industfy.

In thefinancial services industpyall three distinct types of career paths are
observed. Here female job changers and some nialthpingers exhibit the third type of
career path, where workers begin with a job infithencial services sector, which is
followed by one or two jobs outside the industryhil® the initial earnings of these job
changers (2 or 3 jobs) are lower than loyalists, within-job earnings growth is
considerably lower in first financial services jobjob changers compared to loyalists,
the transition out of financial services is non@sth one. For older women, the move
outside the industry involves a period without eoyphent and a 16% to 22% decline in
earnings. The older high-education male job hoppakss take a job outside the industry
with an earnings loss. Both the men and women eaéiptexperience good within-job
earnings growth in their second or third jobs, thety never enjoy the earnings of those
who stay in the industry.

The overall picture suggested by these career @t in which workers who
manage to find and keep a good job with an employ&nancial services do very well
over the ten-year span. Earnings gains for wonkéus stay with a single employer in the
industry through the end of the sample are subiatakiowever, this job path is less
common for women, who, at substantial cost, areerfikely to leave the industry.

Workers in theetail food industryexhibit the loyalist career path observed in all
industries, and the job changer path similar toote observed in financial services.
Loyalists in retail food have relatively high i@itiearnings and experience good annual

" The simulated career paths are sensitive to right-censorthe &fst job, i.e., if the worker is still
observed in a job or has left the sample. However 7084 wing trucking jobs (5+ years) in the sample are
ongoing in 2001. Only 30% were completed earlier, as thikewvanoved on to another job or left the
sample. The completed jobs all had negative earnings groWwith wmdicates that these workers are in
troubled companies and have left (or been terminatedylar ¢o find a job with better prospects.

19 The simulated career paths are sensitive to right-censafrthg last job, i.e., if the job is on-going or
has been completed earlier. Almost 60% of long retail fobd jn the sample are on-going in 2001.
Although the complete jobs may have had higher initial easrtimgn the on-going jobs, their earnings
growth rates are all negative, which indicates that these vgoake in troubled companies and have left (or
been terminated) in order to find a job with better prospect



earnings growth (5 to 13%) in one j8bThe earnings gap between loyalists and job
changers grows over the decade. Job changers3(fobs) begin with a job in the retail
food industry followed by one or two jobs outsitie industry; they experience lower
initial earnings and smaller within-job earningswth in their retail food job than do the
loyalists. For younger job changers, the earnirags @hen entering a job outside retail
food is above the within-job earnings growth initheevious retail food jobs. Older job
changers typically experience an earnings loss ulentake jobs outside retail food. As
in financial services, job changers eventually egpee good within-job earnings growth
in their second or third jobs, but they never erjoy earnings of those who stay in the
industry.

Since loyalists experience much better career ghtrsjob changers across all
industries, we must ask to what extent the diffeesrnn career paths are being driven by
employment practices across employers. Do someosend offer long job ladders with
strong earnings growth, while some employers qgffies of short duration with lower
earnings growth, even within the same industry?



5.5. Job Ladders: The Role of the Firm

Here we look at firm job ladders (i.e., initial eargs and earnings growth) to see
how they vary within and across our five industiiesrder to understand better how
economic turbulence affects jobs and workers' cgraths. First we look at the tenure
distribution (i.e., job tenure is <1, 1-3, 3-5,5f years in 2001) by firm characteristics in
order to see how mobility patterns vary across tiypes and across industries. Then we
compare the quality of long job ladders (on-goiolgsj of >5 years tenure) across worker
and firm types. We explore how firm job ladders aifected by firm fortunes by
comparing job ladders in growing and shrinking Sramd in large and small firms, and
we compare long job ladders and short (1-3 yeans#& completed jobs in order to
compare the jobs of stayers (i.e., loyalists) andears (i.e., job changers).

Our five industries are all dominated by growingns; 65% to 70% of jobs are in
growing firms in 2001. Large firms provide the mdip of jobs, from 55% in software to
85% in semiconductors, except in trucking, whery db% of jobs are in large firms.
Overall the tenure distribution of on-going job<2B01 is approximately the same across
industries: 24% are new hires; 36% are one to tyeaes old; 18% are three to five years
old; and 22% are more than five years old. As dised below, we interpret these
patterns with more new hires than long jobs teerftevisions of firm HRM from more
traditional rules-based systems to more performdmased and market-driven systems.
Software, with higher mobility and shorter jobsthe exception: 30% current jobs are
new hires, and 11% are over five years. This patieftects the swings in employment at
software firms and the high mobility of workerstive software industry.

A detailed look at job tenure patterns by firm @weristics shows that firms with
the same characteristics (growing/shrinking, lasell, high/low turnover) have very
different mobility patterns (i.e., tenure distritmurts).

Large growing firms with low turnovegenerally are the firm group providing the
most jobs, and are usually known for providing ggalas in their industries. This group
accounts for 50% of jobs in semiconductors, alM@% in financial services, 20% to
25% in software and retail food, and only 12% ucking. The tenure distribution within
this group of large growing low-turnover firms shelarge variation in mobility across
industries. New hires within the past year accdonapproximately one in three jobs in
software, retail foods, and financial services,dnlyy one in six jobs in semiconductors
and trucking. The percent of long-term workers esiequally dramatic: retail foods and
trucking have almost 40% of workers with over firgars tenure; semiconductors has
27%, financial services has 21%, and software hislal% workers with over five years
tenure. These differences reflect both variatiogrowth rates and variation in
competition for access to long job ladders witreealadders.

Large shrinking firms with low turnoverovide an interesting contrast to their
growing counterparts in semiconductors and findrsgevices, when they account for
20% to 25% of jobs. Even though the firms are redpuemployment, new hires still
account for 30% of jobs in semiconductors, andtleaa 20% of jobs have lasted over
five years. As we will explore later in more det#tilese firms are replacing experienced
workers with new hires. In financial services, naves account for 20% of jobs, and
25% of jobs have lasted over five years. Shrinkingncial services firms are replacing
experienced workers with new hires at a much slgaee than semiconductors firms.

10



Trucking has the most varied distribution of jolysfiom type.Small growing
firms with high turnoveare the largest provider of jobs, accounting fé¥2% jobs, two-
thirds of which have lasted less than three y@dris tenure pattern reflects the
reorganization of the industry with deregulatiosuiéng in more competition, especially
at the local and regional level.

When we look at firm job ladders, or earnings tees, within an industry, we
confirm the well-known result that larger firms effbetter jobs than do smaller firms.
However in semiconductors and financial serviceglsgrowing firms also offer job
ladders with relatively high earnings growth. (xker patterns)

We also find new evidence of the impact of econanibulence on worker
career paths. Firm fortune especially mattersénjob ladders offered by growing firms
compared to shrinking firms in semiconductors awftivsare. Workers are more protected
from firm fortunes in financial services and refaibd, and the impact of firm fortunes in
trucking seems harder on older workers.

The relationship between quality of job ladders eaidtive turnover rates is
ambiguous, partly because we cannot differentfatesifirm or worker is initiating the
turnover. Financial services and software firmswhigh turnover offer better job ladders
than comparable low-turnover firms. In retail fo@dsl trucking, by contrast, the
association between turnover and firm job laddeiegaacross workers and firms.
Turnover is low in the semiconductor industry, @dot associated with firm job ladders.
5.5.1 Industry Specific Job Ladders

Figures yy provide a visual demonstration of thelgxdders (average initial earnings
and predicted earnings growth over a ten year)spedlociated with firms with different
sets of characteristics in each industry. Coloresaare used to identify the eight firm
types: blue (large growing low-turnover), red (Rugyowing high-turnover), yellow
(small growing low-turnover), aqua (small growinglturnover), pink (large shrinking
low-turnover), green (large shrinking high-turngvédalack (small shrinking low-
turnover), and plum (small shrinking high turnoveétx: some of these firm types may
not be shown; don't think we need to state coldeso

These figures show that even within these narravelffred worker groups within
well-defined industries, the effect of turbulensesaen through firm fortunes, size, and
turnover on the quality of job ladders is quiteeliént.

Semiconductors

In thesemiconductoimdustry, a comparison of long job ladders offelgdiarge
low-turnoverfirms with agrowing workforceversus similar firms that with ghrinking
workforce provides insight into how economic tudnde affects the quality of workers'
jobs (see Figure yy). The impact varies by bothdgemnd education. In growing firms
relative to shrinking firms, low- and medium-educatmen and all women receive much
higher initial earnings (by 19 to 37%), but the nnegrowing firms have lower earnings
growth (by -0.3 to -0.7 percentage points) whilenvem have higher earnings growth (by
0.3 to 0.7 percentage points). High-education nearetsmaller differences in job ladders
in growing and shrinking firms; initial earningseaslightly higher (by 7 to 11%) and
earnings growth is similar (-0.2 to 0.1 percentpgmt) in growing compared to
shrinking firms. These results indicate that higlr@ation men are more protected from
the economic turbulence in a firm than other waskand that men's job ladders
deteriorate less than those of women.
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We observed earlier that tenure distributions iaichat shrinking large firms
are replacing experienced workers with less expensw hires. A comparison of
ongoing and completed long (>five years) jobs iaths that shrinking large firms are
shedding experienced workers with lower earningsvgr, since earnings growth is
higher (by 0.5 percentage point) in ongoing jotanthompleted jobs across all groups.

A comparison of stayers (i.e., on-going long jodsyl movers (i.e., completed 1-3
years jobs) shows that short jobs have only twad¢hof the annualized earnings growth
of long jobs in both growing and shrinking largenrfs. Over time, growing large firms
pay higher initial earnings coupled with slightbwler earnings growth, and their short
job ladders have become flatter. These resultsatelithat growing firms use high initial
earnings to attract talented workers, and then ardglect group is given access to an
ILM that provides career development with long ptgdb ladders. Compared to growing
firms, large shrinking firms pay lower initial eamgs along with higher earnings growth
for short jobs, and the job ladders for younger im&ve improved relative to older men.
The trends in shrinking firms' short job ladders eonsistent with market-driven HRM
practices.

The results indicate that large firms, both growamgl shrinking, are practicing
performance-driven HRM. Large semiconductor firragdnbeen known for HRM
practices with ILMs that developed workers skillgl&ommitment. However beginning
in the mid-1980s, these established companies fatexase competition from foreign
rivals and an ever-increasing pace of technologibahge, and they began modifying
their HRM practices to be more market-driven anshtiuce more layoffs and mobility.
The growing firms appear to have ILM practices va#lieer development for a select
group, and the other workers face either a plavedup or out” (although possibly those
not on the fast track voluntarily leave for bejtdys elsewhere). The shrinking firms
appear to be selecting which experienced workdiscegp their jobs, and replacing the
other experienced workers with new hires at mandets. These new hires appear not to
have access to ILMs, even if ILMs are still funaiiog for older workers, who seem to be
on better job ladders than available elsewheresd fiadings are consistent with changes
we observed in large U.S. companies during fieldworthe 1990s.

In addition to the large firms with low turnovemall growing firms with low
turnovermerit mention in the semiconductor industry, sitieese firms are likely to be
early stage fabless companies, who mainly hirenieahpersonnel and offer relatively
good job ladders for the college educated (segyfigAlthough these firms offer
relatively low initial earnings, earnings growthhigih and at the end of a decade,
earnings have passed those of experienced worké&sge shrinking firms and have
drawn close to earnings at large growing firms Wath turnover. However the job
ladders for low-educated workers are not as good.

In general, job ladders in large semiconductor giare superior to job ladders in
small firms, job ladders in growing firms are bettgan job ladders in declining firms,
and turnover does not mark a firm as having bettevorse job ladders. Overall the
economic turbulence experienced by large firmswasened the job ladders for workers,
and women's jobs deteriorate more than men's {@bsr. the period even growing large
firms with low turnover seem to have highly-paidwieires compete for access to ILMs
with career development, while the shrinking lafigas with low turnover have
experienced workers compete to keep their jobsghvare being either destroyed or
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filled with new hires, whose earnings reflect tharket rate. Firm size and firm fortune
(dynamic or shrinking) matter for workers.
Financial Services

As in semiconductors, the majority of jobs in fical services are found in large
firms with low turnover. Unlike semiconductors, hewer, job ladders offered by large
financial services firms are not as dependent diponfortunes--internal labor markets
were holding up as well in shrinking as in growlagge low-turnover firms (see Fig. Yy).
Also in contrast to semiconductors, a key indicafdihe types of job ladders offered by
financial services firms is excess turnover, witjhhturnover firms offering higher
earnings growth than comparable low turnover firms.

Most commonly, job ladders are found in firms festg relatively low turnover.
Low-turnover firms appear to have similar interladdor markets regardless of firm size
or the extent to which the firm was growing or di@olg. In these firms, starting salaries
and earnings growth by age-education group are guttilar. For example, younger
male workers in long jobs experience about 10%net&d annualized growth; older men
have slightly lower growth rates. However the tendistribution, with approximately
one-quarter long jobs and another one-quarter s, hndicates that not all workers
(across all education groups) gain access to thewith career development. As in
semiconductors, even large firms that offer ILMsrmado have workers compete for
access to good jobs, although the proportion whamcke is much greater in low-
turnover than in high-turnover firms.

A second type of firm, theigh-turnover growindirm, seems to feature a
performance-based model in which considerably femakers enjoyed long jobs.
Workers with given characteristics (gender, agagcation) in low-turnover firms are
about twice as likely to have worked at the firmrenthan five years than comparable
workers in high-turnover firms. For example, conghigh-education men in large
growing firms. Although the percent of new hiresiimilar (approximately one-fourth),
in the low-turnover firms over 20% of the workers &dave been employed five or more
years compared to only 11% in high-turnover firms.

High-turnover firms feature significantly greatgrportunities for earnings
growth than low-turnover firms. In growing firmsrfexample, high-education men
average about 11% annual earnings growth in lobg ijo high-turnover firms, but only
about 7% annual earnings growth in low-turnovensir Similar patterns hold for other
demographic groups. These results appear conswitnthe existence of different HRM
approaches. High-turnover firms couple a highebahility of dismissal with more
lucrative payouts to those workers who stay. Lomdwer firms, in contrast, feature
higher probabilities of obtaining long jobs but paithis likelihood with lower earnings
growth. Interestingly, while initial earnings aggically higher for workers in low-
turnover firms, the higher gains enjoyed by similarkers in high-turnover firms mean
that the workers who do manage to keep their joblsup overtaking their counterparts.

Women's job ladders offer lower initial earningsl @arnings growth than men's
job ladders, but their job-ladder patterns arelsin@cross firm types with age and
education having only modest effects on workers’lgadders.

Job retention appears to be critical to earnings/ir in financial services.
Stayers (on-going long jobs) experienced much highenings growth than movers
(completed short jobs) regardless of firm sizeootuine. For both short jobs and long
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jobs, ongoing jobs feature much higher earningsvtirahan completed jobs regardless
of firm size or fortune. Two out of three long jobsthe sample were still on-going in
2001.

Overall, the results are consistent with the noti@t most long job ladders in
financial services are found in relatively stablernal labor markets, especially
prevalent in large firms with low turnover. Howey#re differences in ILMs across firms
are more in degree than in kind and generally dmffer guarantees of employment to a
large share of the workforce. Rather, practicemseebe somewhat performance based,;
workers’ access to long job ladders with careeetment is limited in all firms. Such
access is simply more limited, and the payoff tegaag the jobs, higher in some firms
than in others. Jobs in relatively high-turnovems that offer opportunities for more
earnings growth but are harder for workers to axcBEsese results are consistent with a
set of firms placing even more emphasis on “uputt performance-based job ladders.

Economic turbulence in financial services has dragt modest effects on
opportunities through job ladders for workers. &@iven set of worker and firm
characteristics, shrinking firms tend to have anbigproportion of long job ladders than
do growing firms. Firm fortune does directly imp#o¢ quality of the firm's long job
ladders, since generally workers in long jobs ialideng firms enjoy only slightly lower
earnings growth than those in growing firms. OMezabnomic turbulence as observed in
firm fortune and firm size does not seem to mattéinancial services firms as much as
the degree to which the firm's HRM is performanaedal.

Software

The distinguishing characteristic of the softwamaustry is mobility of the
workforce. Like financial services jobs, 70% oftsaire jobs are in growing industries,
but financial services jobs last longer. In 20Qdpraximately 10% of on-going software
jobs had more than five years tenure and 30% wanehires, compared to 20% long
jobs and 25% new hires in financial services. Thkerences in mobility patterns are
reflected in the job ladders in the two industriBise software job ladders law-turnover
(large) firms are similar to financial services jaldders irhigh-turnover(growing) firms,
where workers seem to face an "up-or-out” situatidh the select few (13%)
experiencing high earnings growth. As in finanstvices, long jobs ihigh-turnover
software firms have higher earnings growth tham lmtos in comparable low-turnover
firms (except for high-educated older men), butkeeos in high-turnover software firms
are not likely (2 to 10%) to be on long job ladders

As in semiconductors (and in contrast to finansealices), firm fortune affects
the job ladders for large low-turnover softwarenfs, which account for one-third (male)
to two-fifths (female) of all jobsGrowinglarge low-turnover firms are able to provide
higher earnings growth than comparable shrinkingdiHigh-turnovergrowing large
firms offer even higher earnings growth thanlthe-turnovergrowing large firms. In
fact, high-turnover growing largdéirms offer the best job ladders in the industy f
younger and older low-education workers (see figtyde but they account for only one-
fourth of all long on-going jobs. Older high-eduoatworkers experience equally good
job ladders in low-turnover growing large firms, @vh these workers are most likely in
traditional ILMs.

Firm size matters in software. The job ladderamal software firms generally
have slightly lower initial wages and slightly hegtearnings growth compared to large
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firms. Since more than 70% of software jobs lastdss than three years, initial earnings
tend to be more important than earnings growthetewiining job quality. For older
workers, shrinking large firms offer job laddersie@lent to growing small firms.

As expected, women's job ladders were inferior ém's1 Women experienced the
same job ladder patterns across firm types as men.

Because of high labor mobility, only slightly mdrean one-half of the sample's
long jobs (5+ years) were still in progress in 20De on-going jobs have higher
earnings growth than the completed jobs, and therdnce is less marked (1-2
percentage points) in large growing firms comparether types of firms, where the
difference is 4 to 7 points. This improvement irades that long jobs in ILMs in large
growing firms were more protected than in othenftypes from the tight labor markets
in the second half of the sample period that caupedhard pressure on earnings.

Stayers (i.e., those with on-going long jobs) eigrare better earnings growth
than leavers (i.e., those with short completed)jads in semiconductors and financial
services. This indicates a performance-based HRIil workers competing for access to
long jobs with career development. Stayers in gngwiirms have at least 2 to 3
percentage point higher earnings growth than lesawergrowing smallow-turnover
firms, stayers have 5 percentage point higher egsnjrowth than leavers, who
experience much lower earnings growth than thosledarther growing firms. However
few workers (6% to 16%) are in long jobs in growsmgall low-turnover firms in 2001.

The difference in the earnings growth of stayex movers tends to be even
higher (4 to 6 percentage points)siminkingfirms, which are still hiring new workers
even as the proportion of workers with long tenaréeclining. New hires in shrinking
firms were approximately 30% of jobs in 2001, whte proportion of jobs lasting over
five years ranged from 2% in large high-turnovems to 12% in large low-turnover
firms. The tenure distribution indicates that Idegm workers were competing to keep
their jobs and not be replaced by a new hire, hadlegree of replacement varied across
firms.

The software industry in is a state of constanhemic turbulence. Mobility is a
hallmark of the software jobs, and firm fortune dinoh size affect the quality of a
software firm's jobs.

Retail Food

As in the semiconductor industry, about 60 peroéprime-aged workers in
retail foods had jobs in large growing firms, whimtovide some of the best job
opportunities in the industry. As in financial sees, firm fortune does not affect job
guality much; the job ladders offered by large rsking retail food firms was almost as
good as in the growing firms.

The good job ladders in large growing retail foothé vary by turnover. Firms with
high-turnover rates offer lower initial earnings bhigher earnings growth rates than firms
with low turnover rates. This difference suggebtg high-turnover growindarge firms rely
more on performance-based HRM as workers compefgofitions on good job ladder with
career development and high earnings growth. Itrast) jobs ifow-turnover growing
large firms offer high initial earnings but consideralbyver rates of earning growth. The
compressed wage scale and low turnover suggesthéehevorkforces in these firms are more
likely to be unionized.
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Job ladders in all large firms, whether growingsbrinking, provided good job
ladders to at least some workers. Large shrinkingsfthat fostered low turnover had
very few new hires (6 to 8%) and those with higimtwer had very few long jobs (13%).

In contrast to these growing firms, industry cordation and increased
competition have led to a reduction in workforcesther large firms. Shrinking large
firms have both very few new hires (6% to 8%) asldtively few long jobs (about 25%
for less educated workers and 16% to 21% for tgk-biducation). Economic turbulence
has led to a decrease in both long-term and temypgi opportunities for workers in
these firms.

Waves of consolidation and increased competitiomfnontraditional food
retailers (such as mass merchandisers and wareblolsstores) created significant
economic turbulence in the retail food sector dyitime 1990s. Promotion from within
the store or chain had been a very common pradtiggpday’s store managers are
increasingly hired from outside the store and emgiside the industry (Walsh 1993).
Many employers continue to express concern abeutitih level of labor turnover in the
industry, but according tbhe Progressive Grocemost supermarkets “are looking for
ways to cut, rather than invest in people” (Nov2A03, p. 20).

Two-tier wage structures became increasingly comimahe retail food sector
during the 1980s, and the turbulence of the 1990 mave been expanded their use.
Growing large low-tenure firms have both many nésgsand many long jobs (each about
30-35% of the workforce). One case study of a supéktet chain describes the shift in
predominant job type from full-time, relatively v4plaid jobs to more temporary and part-
time positions (Hughes 1999). Nonetheless, jobdeasldppear to still exist for some workers,
particularly in large growing firms.

While much of the industry relies on part-time, parary jobs to meet a large
proportion of its workforce requirements, a numdiefirms do stand out as offering an
alternative HRM strategy. These companies, oftegelgrowing firms, provide training
and promotional opportunities for at least someleyges. At the same time, however,
the increased use of part-time and temporary posithas become commonplace as a
means of cutting overhead costs such as healttbeaedits. Two tiers seem to exist even
in large growing firms that foster low turnovemae they have a large proportion of both
long jobs (35%) and new hires (29% for men and 3%women). In large growing
firms with high turnover, the proportion of newdwsrwas slightly lower (28%) with a
much lower proportion of long jobs (19%).

These findings are consistent with fieldwork obs#ions. Food retailers know
that most of their workers are going to leave, ey may use that to their advantage
both by having workers compete for the good jobheir ILMs and by keeping down
labor costs overall through voluntary turnover.héligh retailers complain about
turnover, most don’'t use HRM practices that woelduce it.

The biggest difference in retail food job ladderbetween small and large firms.
Small firms are typically local or small regionabf retailers. Earnings growth is
considerably higher in large firms than in smalinf, regardless of turnover or growth.
Small shrinking firms typically offered the lowesdrnings growth.

The worst job ladders are in small firms. Inigalrnings are somewhat lower in
small than in large firms, and earnings growth wagh lower. In small firms, earnings
growth is under 10% per year for all age-educagiamups and typically ranged from 6 to
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8%. Jobs at small firms with high turnover typigalffered better earnings growth and
often-higher initial wages than jobs at low-turnosmall firms. In most cases, jobs in
small firms with low turnover ended up paying tkadt after ten years.

When we look at short (1-3 years) and temporaryyedr) jobs, we see further
evidence that while some workers land on relativedyi-paid job ladders in the industry,
for many workers the industry offers few opportigstfor promotion and wage growth.
Ongoing jobs with tenure of less than one yeardfie initial earnings and low earnings
growth. Firm size still matters, even for temporglys. Temporary jobs in small firms
offer lower initial earnings than in large firmsh@t jobs have higher initial earnings
than the temporary jobs.

The findings from the previous chapter suggedtltva productivity, high
turnover retail food firms were less likely to grand survive, and as firms contract or
exit there may be fewer opportunities to providedyb ladders in the retail food
industry. Large growing firms have a sizeable prtipo of their workforce in new hires,
yet those with high turnover have fewer long jdisntlow-turnover firms. Large high
turnover firms offer high wage growth to workersonain access to ILM jobs with
career development. Some workers in shrinking l&éirges manage to keep their good
jobs, but overall the evidence suggests that finhulence results in more temporary and
short term jobs, and fewer good job ladders.

The retail food sector historically has had higta¢es of unionization than other
retail jobs, but the proportion of employment tisatinionized has been declining.
Workers in large low-turnover firms, which are mékely to be unionized, face a
tradeoff in terms of initial earnings versus wagevgh compared to jobs in high
turnover firms. Industry restructuring may contirtbes trend toward two tiers, with low
initial earnings, high turnover, and fewer job laddpportunities for most new hires. For
workers who successfully compete for the few jaldir positions in large firms, wage
growth can be significant.

Trucking
(xx: sorry, still need to get more input from Stamthings marked xx; this is third
iteration)

Workers in thdruckingindustry are predominantly low-education men, samnd
we focus primarily on the job ladders of male waoskeith a high school degree or less.
When we compare the long job ladders for low-edananen in growing firms with
those of shrinking firms to see how economic tuebak has affected workers jobs, we
see that the impact on earnings growth, but nabitial earnings, varies by age. All
workers in growing firms, with one exceptiophave initial earnings that are 1% to 6%
higher than their counterparts in shrinking firraed fig yy).

For older men, the growth in earnings is higheor({fr.2 to 2.7 percentage points)
in shrinking firms than in growing firms. This highrate of growth means that by the
end of a decade, older workers in shrinking firragehearnings that are as much as 23%
higher than those in comparable growing firms. @ossible explanation is that over this
period, unionized firms have tended to be shrinkimgile non-unionized have grown.
Since earnings growth has been higher for unionizadkers, this would explain why
these workers have been able to do better desgitkact that their firms are shrinking.

™ One exception is older workers with high-school degregs iitial earnings that are 8% lower in small
growing firms.
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(xx do union jobs really have great Egrowth withijob ladder? | thought unions
compressed the wage scale).

For younger workers, the earnings growth patteang by firm type. For large
firms the earning growth rates are higher in grgafirms, while for small firms the
earnings growth rates are lower in growing firmg.tBe end of the decade, these growth
rates result in earnings for younger workers igdagrowing firms that are 13% higher
than their counterparts in shrinking firms, andh@ags for younger workers in small
growing firms that are 2% to 12% lower than th&ucterparts in shrinking firms.

Compared to older workers, younger workers do beitrge growing firms
than in large shrinking firms, and all men do heitteshrinking small firms compared to
their counterparts in growing firms. However shimgksmall firms provide only one-in-
eight jobs to low-education men compared to grovemgll firms share of one-in-three
jobs. (xx: can you interpret this in terms of theeges in industry structure other than
just unions? You say that older workers are mdaed\lito work in unionized firms, and
this may explain why older workers do better inrgking firms. But note that younger
workers more likely to be in LL- than older workers

Across firm types, movers (completed jobs of 1-8rggtended to experience
higher earnings growth than stayers (ongoing jobsyears). This indicates that the
industry restructuring resulted in some workerseA®ing displaced from good jobs
rather than leaving voluntarily, especially sincgoing short jobs are inferior to
completed short jobs. (xx: stan please check tisnraake sure you agree with my mover
- stayer analysis. Can you explain it from an ildushange viewpoint?)

Firm size also plays a role in initial earningsaal as earnings growth for low-
education men in trucking. Workers in large growiings tend to have higher initial
earnings than comparable workers in small growirmgd. However, earnings growth
does not show a distinct pattern, with small amgddirms are almost equally likely to
provide higher earnings growth. Overall the differe in the rate of earnings growth
ranges from plus or minus 2 percentage points tetiage and small growing firms.
However, workers in large firms tend maintain aistesome of their earnings advantage
over workers in small firms. After a decade, eagsiof workers in large firms exceed
earnings of comparable workers in small firms by tt985%. (xx: can you relate to
industry changes?) Once again, younger workemargelgrowing firms with high
turnover are an exception; they have lower ingeinings and a 2% earnings gap after
ten years compared to their counterparts in sirsitaall firms.

Firm job ladders for low-education men also ditbgrfirm turnover. Low-
turnover firms offer initial earnings are betweén &nd 20% higher than in comparable
high-turnover firms, which have substantially higigeowth rates (1.5 to 4.1 percentage
points). By the end of the decade, earnings aréo320% higher in high-turnover firms,
younger workers in large growing firms, where timafearnings are 19% higher in low
turnover firms. (xx: at some point can we say wig group is exceptional? Is it a sign
of the new HRM--higher turnover and lower initiabBd Egrowth?)

In our fieldwork, we found that trucking firms thaffer training often have high
turnover rates. Upon hire, these workers do noelsagommercial drivers’ license. For
these workers, completion of the training prograpresents a relatively large increase in
their human capital, which translates into higlaes of earnings growth either at their
current employer or another trucking firm. (xx: hdees this relate to the job ladders we
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see? Why do some firms provide training? We nedzk timto job ladders by firm
characteristics or drop.)

For female workers, firm fortunes especially nygtie large firms with low
turnover, which account for 26 to 36% of femaleking jobs? In contrast to male
workers, shrinking firms provide higher initial eargs and higher earnings growth to
women than comparable growing firms, and the dffees are substantial for older
female workers (see fig yy). At the end of ten geé@male workers in long jobs in
shrinking firms can expect to have earnings that2d% to 30% higher (younger
workers) and 65% to 84% higher (older workers) ttiaair counterparts in growing firms.
(xx: I found your numbers wrong and changed themplsase check them carefully, both
for women and men.) Women are only three-fourthikaly as men to be on long job
ladders in large low-turnover firms, both growingdashrinking.

HRMs based upon internal labor markets seem tmlukriy up in large low-
turnover shrinking firms, where only one-in-ten wers (male and female) are new hires
in 2001. Women and older men have better job laduethe large shrinking firms,
although this is not true for younger men. Theselte indicate that the large unionized
firms are able to protect the jobs of their expeeedd workers, but that these good job
opportunities are not growing. In contrast, thenger men have better long job
opportunities in growing large firms or in shringismall firms. However large growing
firms vary by their HRM, with only some providing@ess to long job ladders with good
earnings growth (and also lower turnover). Smalingtng firms seem to protect some
long jobs as well as make many new hires, and pereenced workers seem to be
competing to keep their good jobs. (xx: stan do ggree?)

These differences between younger and older malkensare an indication that
the opportunities facing younger men are findingdymb opportunities in different firms
than older men, who especially rely upon the umedibut shrinking large firms. The
younger men have better job opportunities in lapgaving firms, where their job ladders
are as good as in the large shrinking firms foeoliien. Women are even more
dependent upon large shrinking firms for good jtiias older men. As the young men
age, we need to see if health constraints causgdbeopportunities to worsen or if they
can continue to rely upon market forces to createlgob ladders in growing firms.
Another indication of the impact on turbulence corkers is that, unlike other industries,
movers had higher job growth than stayers acrosstfipes. Although economic
turbulence has greatly affected the trucking ingushese results indicate that at least
some workers have found ways to minimize the detation to jobs either through their
unions or through market forces. Other workers Hsen bumped from good job ladders
to inferior job ladders that are shorter with lovearnings growth. These workers must
continue to compete for the better jobs offeredtaye firms. (xx: Stan, do you agree?)
7. Conclusions and L essons L ear ned
(xx: this has not be revised yet, since we decidesirite these sections after we each list
"major findings")

Firm turbulence appears to be less harmful to wstleb ladders in both retail food and
financial services than to workers' jobs in semitwartors.

2 This analysis of female job ladders includes low- andimmedducation workers. High-education female
workers have too few observations to be included
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The LEHD data show us that career paths of workainsbe characterized for
loyalists and job changers. Across industries dlyallsts experience better career paths
than job changers for all education groups of praged men and women. The career
paths of job changers take on two distinct pattaomsss the five industries, as workers
change jobs to improve their earnings prospects.

We see that over time many workers are able toaregtheir career paths
through changing jobs until they finally land onetatively good job ladder, where a job
ladder is described by initial earnings and eamig@wth. Workers who already work
for an employer with good job ladders (high inigarnings and good earnings growth)
become “loyalists”, i.e., they do not change jobasrahe period studied. The high initial
earnings in semiconductors, software, financialises, and to a slightly less extent
trucking and retail food, provide loyalists, whityally have above-average earnings
growth, with career paths that are considerablywalibe career paths of job changers.
Workers on inferior job ladders become “job hopfjews workers who change jobs until
they end up on a good job ladder. Since most werggaite job hopping once they land
on a relatively good job ladder, we see that jopgess have had worst jobs that two-
jobbers. Over the ten year period, the three tgpesareer paths—Iloyalists, two-jobbers,
and job hoppers—are well represented across alkinés.

Even though workers improved their career pathpibging together continually
improving job opportunities, these patterns vampss industries. As we saw in chapter 2,
career paths for a given education-gender groupd/greatly across the five industries
with retail food at the bottom and software andisemductors at the top. High-Tech
earnings are about three times Retail Food earnirigsse differences in earnings are
also observed in the job ladders across the indastn general, workers improved their
career paths bgoving intothe software, semiconductor, and trucking indastrandy
moving out othe retail food and financial services (with mediaducation males the
exception). Only the loyalists in retail food amtaicial services had decent job ladders,
with their one job constituting their career patlowever the job hoppers who leave a
retail food job are able to do better over timenttiee loyalists who remain with a retalil
food employer, which indicates that the job laddenstail food are inferior to those in
other industries. This is not true in financiahsegs, where the women who leave the
industry do not catch up with the loyalists. Thisamme implies that the financial
services employers were using a tournament or “@ritake-all” model where a few
chosen workers are put on excellent job ladderdlmadthers are put on job ladders with
slow growth and encouraged to leave (or forceeéave).

Several underlying economic forces could explagsé different outcomes in
career paths by personal characteristics. Theigigah the good jobs may have superior
ability or other unobserved characteristic that ldanake them be more valuable to their
employer than the job changers, who may need tease their skills through experience
before landing a better job. Alternatively firmstvgood job ladders may operate in
nonclearing or rationed labor markets with effiagnvages, and have a queue of fairly-
homogenous workers waiting for job openings. Adhgossibility is that it takes time for
firms and workers to learn which workers are a goadch for which jobs, and workers
must change jobs until this information is learaed results in a “good match”. This
third explanation, however, incorporates the fingt possibilities in that the match may
depend upon unobserved worker characteristics @m apcess to rationed good jobs.
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With the data set we have, we cannot explain ta wkient the superior career paths of
loyalists and to what extent the improvement inlgdders through job changing reflect
an information process or a rationing process. Nif&ktboth forces, through a matching
process, are at work. To the extent that workerd te end up in jobs that eventually
have equivalent initial earnings to the loyalistétial earnings and earnings growth
indicates that many firms determine job laddersthed place workers into these jobs,
by screening workers as best they can over timis. i$heinforced by the observation
that earnings improvement between jobs is condidietagher than the earnings growth
within a job. Improved career paths depend upohdrignitial wages. Further research
on this is important for policy makers, who neednow to what extent career paths
reflect workers’ access to firms with excellent jabdders and to what extent career paths
reflect workers’ unobserved ability and/or needrfaore training.

Our analysis of firm job ladders helps us to ustierd to what extent the firms
are providing job ladders according to their owaratteristics and fortunes. Economic
turbulence clearly affects the types of firms—snoallarge, growing or shrinking—in an
industry, and this affects the number and typ®b$ joffered by the firms. Economic
turbulence to the extent it creates uncertaintylassl than full employment undermines a
firm’s ability to provide good job ladders to empées. Large growing firms provide
some of the best job ladders to workers, and sshalhking firms tend to provide the
worst job ladders. Small growing firms often pravieixcellent job ladders, especially in
semiconductors and financial services. Firms withwgng employment offer better jobs
than shrinking firms, except in trucking, whereisking firms offered the best job
ladders. Although large firms are the largest sepif long-term job ladders, the
importance of small and growing firms in providiegcellent job ladders in
semiconductors, financial services, and truckirtjcdates that these firms may be an
important source of good job ladders over time.

One of the perceived costs of economic turbulémtiee disappearance of the
good jobs provided by large growing firms. Howewer were impressed by the ability of
many workers to continually improve their careethgaby finding better job
opportunities with another firm. Give the obsereadeer paths, we think that
unemployment insurance should continue to defiseitable job as “a comparable job”,
since most workers seem to do very well in makoigtyansitions, and relatively few
need government intervention. For workers who takger than normal to find another
or better job, policy makers should provide asaistan learning how to search for jobs
and how to seek training if required. Although wen& career paths are unequal
according to their industry and their current ergplp workers who have missed out on
obtaining the better job ladders will continue ¢éaush and obtain better jobs. Although
they typically will never catch up, they will impre their career paths over time.
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Table 5.1 Frequency of Career Patternsby Industry and Demographic Group

Loyalist TwoJobs JobHopper Loyaliss TwoJobs JobHopper
Male Female
Semiconductors
High Education 25-34 3.30% 3.00% 2.80% 2.20% 2.70% 2.90%
| 35-54 4.70% 5.10% 4.70% 4.00% 4.30% 4.00%
Medium Education 25-34 3.20% 3.00% 2.90% 2.90% 3.30% 3.10%
35-54 3.50% 3.60% 3.40% 5.00% 4.90% 4.10%
Low Education 25-34 2.50% 2.70% 2.50%
35-54 2.40% 2.50% 2.20%
Software
High Education 25-34 5.46% 5.03% 4.45% 4.83% 5.31% 5.31%
35-54 5.77% 5.83% 5.71% 4.92% 5.65% 5.73%
Medium Education 25-34 1.76% 2.03% 2.05%
35-54 1.48% 1.61% 1.62%
Low Education 25-34 1.73% 2.26% 2.39%
35-54 1.35% 1.48% 1.38%
Financial Services
High Education 25-34 3.30% 2.90% 2.60% 3.70% 3.90% 3.50%
35-54 9.40% 6.70% 4.70%  6.90% 6.00% 4.70%
Medium Education 25-34 3.20% 3.50% 3.40% 3.20% 3.70% 3.30%
35-54 5.60% 4.30% 3.30% 5.30% 4.90% 3.80%
Low Education 25-34
35-54
Trucking
High Education | 25-34 |
35-54 1.50% 1.30% 1.00%
Medium Education 25-34 1.70% 1.90% 1.80%
35-54 3.90% 3.30% 2.60%
Low Education 25-34 5.30% 5.60% 5.00% 4.70%  4.80% 4.30%
35-54 9.80% 7.60% 5.70% 8.10% 6.20% 4.90%
Retail Food
High Education 25-34 2.10% 1.90% 1.60% 2.40% 2.20% 1.80%
35-54 3.60% 2.60% 1.90% 3.40% 2.70% 2.00%
Medium Education 25-34 2.90% 2.70% 2.20% 3.30% 3.20% 2.40%
35-54 4.00% 2.80% 1.90% 4.70% 3.70% 2.50%
Low Education 25-34 3.60% 3.40% 2.70% 3.10% 3.00% 2.20%
35-54 4.50% 3.20% 2.00% 4.50% 3.60% 2.40%

Notes: The frequencies show the proportion of warlke each industry who are in each demographiamgrand whose career paths can be
categorized into one of the three groups. If thvegee negligible numbers of workers in a particadlamographic group (notably female workers
in the trucking industry), that category is simplyt reported. The highlighted cells identify thesnfsequently occurring path for each

demographic group
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Table5.2 Initial Earningsin Different Career Patterns by Industry and Demographic Group

Loyalist TwoJobs JobHopper Loyaliss TwoJobs JobHopper
Male Female
Semiconductors
High Education 25-34 22,963 13,610 11,044 15,238 8,455 7,575
35-54 32,714 20,755 16,498 13,590 9,186 8,430
Medium Education 25-34 19,219 11,263 8,518 12,597 7,294 6.450
35-54 29.523 13,641 11,295 11,863 7.387 6,631
Low Education 25-34 16,085 9,116 6,709
35-54 19,900 10.613 9.471
Software
High Education 25-34 20,444 15,411 11,965 15,097 10,740 9,079
35-54 26,342 22,743 19,228 16,456 12,358 11,020
Medium Education 25-34 16,658 12,256 9,334
35-54 20,766 17,397 14,315
Low Education 25-34 15,025 10,530 8,097
35-54 18,966 15,226 11,693
Financial Services
High Education 25-34 21,335 11,452 8,768 9,678 7,084 6,442
35-54 31,524 30,492 15,133 11,538 8,522 7,861
Medium Education 25-34 13,409 7,527 6,626 7,010 5,492 5.197
35-54 16,874 10,494 8,906 7,456 5,861 5,743
Low Education 25-34
35-54
Trucking
High Education 25-34
35-54 10,596 8,717 8,099
Medium Education 25-34 7,522 5,791 5,617
35-54 9,341 7,439 7,175
Low Education 25-34 6,690 5,289 4,900 4,909 3,947 3,868
35-54 7,840 6,299 6,203 5,323 4,093 3,902
Retail Food
High Education 25-34 5,763 4,764 4,539 4,019 3,443 3,215
35-54 9,002 6,883 6,559 4,761 3,945 3,809
Medium Education 25-34 4,699 4,195 4,101 3,351 2,992 2,960
35-54 5,810 5,039 4,999 3,620 3,098 3,169
Low Education 25-34 4,042 3,820 3.715 2,969 2,766 2,740
35-54 4,555 4,157 4,189 3,037 2,765 2,707
Notes: The bolded cells show both the highestihiarnings for each demographic group as weheasighest earnings at end of 40 quarter
spell
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Table 5.3 Within Job Earnings Growth in Different Career Patterns by Industry and Demographic Group

Loyalist TwoJobs JobHopper Loyaliss TwoJobs JobHopper
Male Female
Semiconductors
High Education 25-34 7.3% 7.3% 5.8% 5.8% 5.8% 4.4%
35-54 5.9% 4.4% 4.4% 4.4% 4.4% 3.0%
Medium Education 25-34 6.7% 6.7% 5.3% 5.3% 5.3% 3.8%
35-54 5.4% 3.9% 3.9% 3.9% 1.4% 2.4%
Low Education 25-34 7.1% 7.1% 3.6%
35-54 5.7% 5.7% 4.2%
Software
High Education 25-34 12.3% 11.2% 11.4% 8.8% 8.8% 8.6%
35-54 8.6% 8.4% 8.4% 5.9% 6.0% 6.0%
Medium Education 25-34 13.5% 10.6% 12.5%
35-54 8.0% 7.8% 7.8%
Low Education 25-34 14.6% 14.0% 13.1%
35-54 7.7% 7.6% 7.6%
Financial Services
High Education 25-34 9.6% 10.3% 13.1% 7.6% 10.9% 11.7%
35-54 8.2% 9.2% 10.5% 6.1% 9.8% 9.8%
Medium Education 25-34 10.3% 10.3% 12.1% 8.2% 8.6% 11.4%
35-54 8.5% 9.0% 10.0% 6.5% 7.7% 11.3%
Low Education 25-34
35-54
Trucking
High Education 25-34
35-54 4.7% 10.1% 10.9%
Medium Education 25-34 8.7% 10.1% 15.2%
35-54 7.5% 7.5% 13.8%
Low Education 25-34 9.5% 9.5% 14.5% 13.1% 13.1% 8.2%
35-54 8.0% 8.1% 13.2% 11.8% 11.8% 16.8%
Retail Food
High Education 25-34 10.6% 13.6% 16.0% 9.9% 14.8% 13.5%
35-54 8.9% 16.6% 14.3% 8.2% 8.5% 10.9%
Medium Education 25-34 11.4% 13.5% 14.7% 11.2% 10.0% 14.7%
35-54 10.5% 9.7% 11.7% 10.3% 9.0% 11.0%
Low Education 25-34 12.2% 14.0% 14.9% 12.0% 12.2% 14.2%
35-54 8.3% 7.9% 11.9% 11.1% 9.2% 11.1%

Notes: The cell entries report annualized earngrge/th rates within jobs within each industry. Tighlighted cells show the highest growth
rate for each demographic group.
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Appendix. Career Path and Job Ladder Simulations

The career path and job ladder simulations aredbasmarily upon the results of within-job and
between-job earnings growth regressions for eagarShdustry, hereafter referred to as the
WJIWG and BJWG regressions, respectively. Thesessgms provide estimates for earnings
growth by different job types (defined by duratiemployer, and employee characteristics.) We
then take the modal characteristics of variousargraths and construct simulated 10-year
earnings growth trajectories for each.

WJIWG and BJWG Regressions

The data for the WIJWG and BJWG growth are drawmftioe LEHD program data of
matched employer-employee records based on Ul vesgeds of three large states. Quarterly
earnings are observed for almost all workers ise¢hiree states. Our sample runs from the first
quarter of 1992 to the fourth quarter of 2001.

The unit of observation for the WIJWG regressioa jsb spell. Each worker is assigned
to one full-quarter dominant employer in each cgratthat positive earnings of at least $250
(2001 dollars) are observed. The dominant emplizytire employer who pays the highest
earning to a worker in a given quarter. The woikeronsidered full quarter employed at quatter
if positive earnings are reported in quartersl, t, andt + 1. The job spell's starting quarter is
the first full quarter when positive earnings aparted for a given employer-employee match,
and the ending quarter is the last full quartemfbich positive earnings are reported for that
employer-employee match, provided that employeendichave full-quarter earnings at another
dominant employer in the interim. The annualizegldarnings change from the starting quarter
the ending quarter of employment, deviated fromniégonal mean earnings growth during the
period, defines the job spell's within-job earnirggewth. Job spell length is divided into four
tenure groups <1 year, 1-3 years, 3-5 years, 5esyaad are left, right, and uncensored. We also
associate the following on the job observation:

» Worker characteristics:
o Gender
0 Age in 1995 (in four groups: 18~24, 25~34, 35~ &)
0 Education in 1995 (in three groups: low, mediunghhiroughly corresponding to
high school, some college, and college. Educatiegories vary across the
Sloan industries.)

» Employer characteristics:
o Inor out of Sloan industry (see below)
0 Mean employer size over the job spelll00 employees, > 100 employees)
0o Mean employer churning over the job spelPQ% or > 20%), defined as:
(Accessions Separatios—\AEmponmeﬂ)
Average Employmernt,t-1)
o0 Net employment growth over the job spell (20)

Employers are defined at the SEIN (State Emplogientification Number) level, which is the
establishment for single-unit firms. For multi-ufifns, the definition of SEIN units is state-
specific; generally, however, the SEIN unit is derathan firm.

We divide the job observations into five sample® per Sloan industry, with some
overlap. Each sample contaial of the job spells for a given worker if that workend at least
one full-quarter dominant employer in that Sloadustry during the sample period. Therefore, if
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a worker has one job in retail food followed by gole in trucking,bothobservations will appear

in bothsamples. In the retail food sample, the first jalb be “in” industry, and the second wiill

be “out”; vice-versa in the trucking sample. Inleaample, we regress the worker characteristics

by employer characteristics, job tenure, and céngamn the within-job earnings growth measure.
The BJWG is similarly estimated. The unit of obsgian for the BJWG regression is a

spell of non-employment between full-quarter jobslafined above for the WIWG regression.

The variable of interest is the annualized log im@s1change between the last full-quarter

earnings at the old job and the first full-quagarnings at the new job. In the regression

specification, we no longer consider the lengtthefnon-employment spell, but include the

employer characteristics of both the old job aredrtbw job.

Regression specifications: Two specifications vestimated for each group of workers
(defined by gender, age, education, and industrgharracterize within job earnings
growth and between job earnings growth.

Within-job wage growthby firm characteristics (size, turnover, employne

growth) and in/outside Sloan sectors.

wjwg,, = Sex +censoyf, +age +education+tenure, + &,

Between-job wage growtby firm characteristics (size, turnover, employine
growth) and in/outside Sloan sectors of old and jodbs.
bjwg,, = sex +censof, +age +education+ &,

Career Path Simulation

To simulate career paths in each industry, we fiinst the modal tenure profile and employer
characteristics for each career path of interast) use the results from our WIWG and BJWG
regressions to simulate the earnings growth pofifeeach career path.

Within each industry and worker type (by gendge,and education group,) we define
three career path types: “loyalists” who hold amie workers holding two jobs, and “job-
hoppers,” who hold three jobs over the period. Wusle workers with more than three jobs
from the analysis. Conditional on the number o&jabe industry, and worker characteristics, we
first find the modal sequence of jobs held withid aut of the industry (e.g. the modal young,
high-educated male job hopper in the semiconduwtirstry holds two jobs outside of the
semiconductor industry followed by one job in samniductors.) Conditional on this job sequence,
and that the first job is not left-censored, wenthempute the mean first full-quarter earnings as
the initial earnings level for the specified carpath. Also conditional on the job sequence, we
find the modal tenure group and employer charasttesi (size, churning, and growth,) for each
job in the sequence, and the mean duration of ngolayment spells between each job. This
procedure thus defines, for each industry-workeai®er path type, the modal sequence of jobs,
with within and between-job durations and assodifiten characteristics. Using the WJWG and
BJWG regressions, we obtain the estimated earmgraysth rates within and between each job in
the sequence, assuming that the final job in eaghence is right-censored and that the other
jobs are uncensored.

In order to provide comparisons of earnings pesfile use this data to simulate career
paths spanning exactly 40 quarters. As the modakcgaths defined above only specify tenure
groupsfor each job, we assign a specific number of quatteeach job in order to total 40
quarters. First, each job was assigned the medigatidn for the specified tenure group (e.g. 18
months for a job in the 1-3 year tenure group.) ifiddal quarters were then added or subtracted
evenly across all of the jobs in the career patbrdter for the total between- and within- job time
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to equal 40 quarters, provided the within-job diratvithin each job did not fall outside the
amount specified by that job's modal tenure grdughe event that this was insufficient to extend
the career path to 40 quarters, the job in thedsgtenure group was extended to the required
duration. Career paths where such an extensionegasred are noted below.

Job Ladder Simulation

For the job ladder analysis, earnings growth ispiteelicted value of the WJWG regression for
the specified job tenure. Initial earnings arertiean initial earnings for the specified cell, using
the same variables as in the WIJWG regression (fivanacteristics, demographic group, and job
tenure). On-going jobs are jobs that are right-osgtsin 2001; completed jobs are all uncensored
jobs during the sample. Cells containing fewer th@robservations, comprise less than 5% of
jobs for the gender/age/edu group, or contain fetetr0.5% of the total 5+ year jobs for the
industry are not considered in the analysis urdéssrwise specified.

27



