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Introduction

There 15 2 widespread belief that [T.5. workery” edocation and skills
are not adeyuate for the demands of jobs in the modern economy.
Journalistic reports, emplover surveys, popular and policy debates
on school quality and education reform, sociological writings on
the economy and the uwnderclass, and ¢¢onomic research on the
recent growth of wage tneqoality all suggest a mismalch between
the skilly workers possess and the skills yobs eequire. or what econg-
mists call an ymbalance between supply and demand 1o the mar-
ket for human cupital. Many believe the imbalance will become
cven more serious because the pace of change in the labor market
15 accelerating and because the workplace 15 increasingly becom-
ing a high-tech, service-oricnted arena orgamzed to mmvolve preater
employee participation 1in decision making (see Bresnahan et al
2K¥2 and also Smuth 1997,

At an Apnl 11, 2000 “MNational Skills Summit”™ sponsored by
the Departonent of Labor, Federal Reserve Board Chairmun Alan
Greenspan remarked, [ see nothing to suggest that the rrends
toward .increased demand for conceptual skills tn owr workforce
will ¢nd....Workers 11 many ovccupations arc being asked to
strengthen thew cognitive skills” Such sentiments reflect those held
by analysts who are concerned thal 4 skills shortfall will harm the
fartunes of those left behind. increase wage incquality, and limit
economic growlh,

Although many aspects of the skills mismaich issue seem self-
evident o casual. and even some nformed observers, a closer ex-
ammation ol its complexiics reveals considerable ambiguity, re-
quiring better data ihan are currently available to gawm a clearer




2 Wiprker Shalix andd Jub Regurrement:

understanding of the issues o fact, the very cxistence of u <kills
mismaich or skills shortage may be in doubt and 15 by no means as
ohvious as often asserted

The somewhat limited and not completely consistent data cur-
rently avallable actually suggest that there is no evidence of declin-
mg skill levels in the US workforce. Althoogh growth in educa-
tivnal attainment decelerated in recent decades and cognitive Lasi
scores drc not moch higher than 30 years apo, skill demands have
risen only gradually over Ume, with littde direct evidenace of any
recent aceeleration in skill demands hinked to growth in wupe -
equality. Employers do complain about the skills of young workers
and high-school-educated workers, but it is unclear whether they
are dissatisfied mainly with workers’ cognitive skills or rather with
their effort and attitude.  Also wnclear is whether the decline 1n
workforve guality 1s a trunsitory, life-cyele problem of young adulis
in general or a problem they will bear for all of their work hves, or
whether it applies only to some frachion of disadvantaged minori-
ties  Perhaps surprisingly, a lack of computer and other high-level
skills are not oft-cited complants, despite the fregueni focus on
computers as a poncipal source of skills change. Furthermore. the
cluims of accelerating demand for college graduates also do not
seem to reflect emplovers™ expressed needs,

This siudy aims W improve understanding ot the issues iavolved
in the skills mismatch debate. The first chupler provides same back-
ground and an overview of the skills mismatch issue. The follow-
ing chapters review research on levels and trends in the skills workers
possess, the skills employers demand. and the cvidegee for skill
shortages or mismatches between the two, This tniparlife structure
1s dictated by the nature of the data, which precludes a umificd treat-
ment of the questton. There 15 limiled reliable and representative
data on worklorce compelencics, even less on job demands, and
the evidence in esch area is largely mcommensurable. The need
foc a standsrd, common sel of measures for worker skills and job
skill requirements is the one key finding that emerges ftom this
review of (he exisung dala,
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CHAPTER 1

Skills mismartch
as a social problem

The term skffls mismateh can describe situadions i which workers’
skills exceed or fall short ot those employers seek. Indeed, social
seientists” views on which siuatinn applies have shifted from one
position to the other in a relatively shorr fume.

During the 1970s, many theortsts believed workforce skill levels
excecded the levels thai jobs could utilize. Credentiahst theories in
soclology argued that inflated hiring requirements led U.S. workers
o ohtain more education than they really needed for their jobs (Berg
1971, Coilins 19793, Signaling and quening theori® in economics
also cast o skeptical eyve (oward the meaningfulness of educational
credentials, econometric studies of the falling ditfercntal between
college- and high-school-educated workers led to the conglusion
thut Americans were overaducaled (Treeman 1974). A prominent
government report considered the dilermma of how (o make work
more satislyving when job complexity at all levels seemed to fall
short of workery' sing education levels and aspirations for mean-
ingtol work {I! 5. Department of Health, Education, and Welfare
1973). Deskilling theory claimed thar the skill content of most jobs
was actually declining, even as educational attainment continued to
rse {Braverman 1973). Bowles and Gintis {1976) argued that schools
mostly socialize students into the work norms appropriate for jobs
at different lovels of the clays hierarchy, and this function of school-
ing plays a2 more impoertant role in wage determination than its con-
tribution t¢ human capital formation,

In the 1980s and 19905, with the exceprion of cultural capital theory
in the socielogy of education, academic and policy thinking shifted in
the opposite dircetion, dramatically in some cases, More socialogists

4




4 Warker Skeils and fof Requiremens

believed technology and sectoral shifts were increasing the relative
number of high-skill jobs, as Danicl Bell's theory ot a post-indus-
trial or information economy claimed (Beil 1976; Form 1987, Attewell
1987 Wright and Martin 1987} William Julivs Wilson, among oth-
ers. argued that these changes contributed to the problems of the
urban underclass by crealing an increasing nusmateh between the
skills of minority workers and msing employer requirements {Wil-
son 1987 and 1994), Mainstream labor economists Irying to ex-
plain the pronounced growth in overall wage inequality in the 1980,
abserved that the college premivm rebounded fram its record low
point in the 1970s and reached record highs in the 19805 they
concluded that the growth in the demand for skill had owtrun the
supply in the general labor force (Katz and Murphy 1992). The
skills glur somehow seemed to have turned rapidly into g severe
shortage.

Separarely. policy makers, emplovers, and the public expressed
alarm at what they saw as declining academic skills among young people,
retlected in falling test scores and the perceived decline of public schools.
The TInited States seemed to rank celaiively low o international test
seOre comparisons while the Japanese, the United States’ leading
economic competilor, tended to rank high, The severe economic
downium in the early 1980y added urgency to cally for action (U5
tational Commission on Excellence in Education 1983). Govern-
ment panels sought to clarify the skills that all workers needed (U.S.
Department of Labor 1991) and authorized new programs to set
nationzl cecupational skill standards and strengthen the connection
berwern school and work, including borrowing aspects of the Ger-
man apprenticeship system Given the wave of plant closures in
the recession of the earty 1980s. previous concerns over trends in
job saustaction and the “blue-collar blues™ seemed like luxwries
when the very existence of whole segments ot the job wiructure
scemed at nsk.

The mosr famous alarm came from A Narfon ar Resk, a report com-
missioned by the Departroent of Education:
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g foundations of cwl sociery are presently berng eroded by a rising 1

ns- tide of mediocmty that 1hreatens our very future as a naticn and a

rall people. It an unfriendly torewgn power had attempted 1o /mpose

ith- v Amerca the miediocre cducanional perfurmance that exists woday.

the we nnght well have wiewed i us an actof war. As it stands, we have

the allowed this tn happen o cursetves, . We have, in effect, been

Vil- committing an act of unthenking, unilatery educanonal disarmuament.

.- {National Commussion on Excellence in Education 1983)

40

oW [n addition to hemoaning dectimng lngh schoo! and college entrance

ey test scores and poor international test score rankings, the report ex-

the pressed concern over increased use of remedial educatten, high rates of

he functional illiteracy, and the increased skill demands resulting from the

are spread of computers. Citing adult literacy surveys from the mud- 19705,
the Seeretary of Education tesinfied before Congress that some S00% of

ed adults werg nur “proficient in meeting the educational requirements of

le, every day adult hfe” {Stedman and Kaestie 1991, 75 and 9313,

ils. although 1f this were true 10 would apply mostly to people who com-

asl pleted their educanon prier to the ostensible decline in the schook

ng syslem. Poor performunce by young adults on a literacy survey

e {1U45) led the president of the Educational Testing Service (ETS) 1o

5. worry dbout the large proportion of the population that “doesn’t

- read well caough to cope with this technalogical society™ (Reston

S 1986).

et The concern 1 not restricted to the Umited States. Since roughly

on the early 1980s. Britain has been engaped 1n an almost wdentical debate

e fitled with simular urgency und anguish, while Canada has expericnued

in a somewhat muted version of the same {Payne 1999; Keep and Mayhew

in 1996; Krahn and Lowe 19983,

s interestingly. while education remains pillonied in political and pub-

re lic discourse, many of the econonuc problems that tueled concern in
the 1980s and early 1990y dipimished signiticantly thereafter, though

n- no one attnbules the economic improvements o schools, nor has the

sense of urgency surrounding school gualiry and reform abated (Levin
1948a). Nevertheless, the preeminence of the U5, ceonomy 15 now
unchallenged, economie growth was generally robust prior to the re-
cent cychical downtumn. and the once-lTearsome Japanese ceonomy has
been in the doldrums for g dozen years or so Despute tears of a short-
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age of high-tech workers, the late 1990s boom was built largely
around new computer technologies. Low unemployment in the
19905 boosted wapes at the 10th percentile closer to the median,
after significane declines in the 1980s. and overall wage incguahty
largely stopped rising.

The speed of this wrmaround suggests that swings 1n macrneco-
nomuc torces had a tar greater etfect on the nation's Nuctuating lortunes
in the 1980 and 19905 than the modest trends in school quaity or indi-
vidual educanonal attainment. Indeed. the role reversal has been so
complete that the Japanese are partly hlaming theis own education 5ys-
tem tor their recent economic difficulties and sesking o crmulale as-
pects of the 115, system. though the retormis are controversial in Japan
{Onw 2002; French 20013, Recent research alsa attributes the prowth of
nther newly indusinalizing East Asian countoes more W high levels of
investment and iabor force growth than to their high test scares (Levin
199%a; Robinson 1998}, Any skills mismatch explanation of US, wage
inequality grawth and poor coonomic performance for the 19805 has to
account for the turnarcund in the 19905 thal seems largely independent
of trends in the stock of worker skills. Levin (199%8a) suggests that
schools are simply scapegoats for poor economic performance, with
the real sources laying elsewhere.

Indeed, labor economists in the segmented labor markets tra-
dinon argued that the real problem was nol disappeaning low-10-
medim skall jobs per se, but rather the deciine of unionized manu-
tacturing jobs, which provided middle-class incomes for
less-adurated workers due to the institutional framework in which
these jobs and workers were embedded. The lower-end service
jobs that replaced them were less skilled and lower paid. The
logic of secondary labor markets also intruded increasingly into
the remaiming jobs in the subordinale primary sector. as a resiele of
deumonszabion, more competitive product markets, changing wage
norms. the declining real valoe of the mimimum wage, increasing
use of contingent work, cutsourcing, cheaper immagrant labor,
and offshore production (Harrison and Bluestone 1984; Harnson
1994: Howell 1997 DiNarde et al. 19963, The highly restrictive
macrocennamc policies designed o break inflation in the early
1980s also weakened labor’s bargaining power by incrcasing un-
employment to record postwar levels, which some argue was a tar
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more important source of growing wage inequabty than was com-
puter technology or skills mismatch (Galbraith 1998).

From this point of view, 1dentifying the prohlem as beng one
of workers™ low skills diverted attention from the role of free-mar-
ket government policies and manapement's shortcomings in prod-
uct quality, capital investment, work orgamization, and worker
training (Levin 1998a; Mishe! and Teixeira 1991). 1t is changes in
the quality of jobs, not a shortage of human capital. that caplains
wage inequality growth. From a seciological perspective, the skills
mismatch discourse can be seen as hlaming those who bear the
brunt of low-road management stralegies for their straits. In irg
more extreme forms. this discourse creates a kind of “moral panic™
that generates a level of concarn over skills disproportionate o
that warranted by sober assessment of the evidence (Goode and
Ben-Yehuda 1994).

Closer inspection of the skills mismatch thesis confirms it has
sigmiicant problems or gaps, both conceptoal and empinical. Spe-
cifically, propanents of the skills mismatch thesis have not been
clear aboul the subgroups, particular skills, precise trends, and un-
derlying causes they consider o be the main problems. Conse-
quently, they offer disparate diagnoses, and the evidence for many
of these diagnoses 15 weak The different voices in the skidls s
malch discussion can appear like the proverbial blind men who
perceive, or misperceive, different parts of the same elephant. Tahle
1 summarizes some of the unresolved issues, which are threaded
through this study and explained briefly below.

Which groups and what skills or other labor force
characteristics are at issue?

Different skills mismatch theories idennty ditferent groups as a cause
for concern—cohorts educated since the 1960s. young workers,
older workers, disadvantaged mingritics, job-seekers with 4 high
schoo! education or less. and even college-educated workers lack-
ing fechmcal backgrounds.

Correspondingly, the different theones identity different skills or
other labor force characteristics in shor supply -——8th or 0 grade-
level reading, writing, and math skulls; college-level cognitve skills,
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TABLE 1 Unresoived issuss In the skllls misimatch literature

Who lacks necessary skills?

» Recenr cohorts

* Young wirhers

+ (Meler workers

» Workers with a high suhoal degres or bess

+ Disacdvamaged ononties

= Cullege-educmed workers Jacking strong math, scicnee, oo other technical vaining

What spreific skills or gualities are in short supply?

* Busiv or termediate reading, wrihing, and mach skuis

» Aubvanced cognitevedinteectual skally

+ "Problem-solving” <kul-

+ Technolegy compelencies

» Interpersonal {7500 skills

« Atttudes and work ethie, effan, dilipence. commitment. scnse of responsibility,
respact tor aubory

How is any trend best vharacterized?

v Absilute deching in she supply of skalls

= Treelerating wrowth i the sopply af <kalls

= Accclorating growth inohe demand Tor <kudis

Whal is respumsible for any shartape?
+ kmplover changes Oechnolagy, onganizational change!
« Workicrce qualiy and charwe terisbes:
* Fading schisals
'Underelass conditions
- Deniugraphie trends 1o cohon siees and colleps enrollmen rates

generally unspecified “problem-solving™ abilities; computer skills:
social or interpersonal skills, such as (camwork or customer ser-
viee; or work-related sibitudes, such as motivahon, elfort, and will-
ingness W follow directions. which strictly speaking are not skills at
alkl

One ot the most proominent versions of the skills msmatch thesis,
emanating from the school Cailure Literaiure, focuses on hasic or iner-
mediate (Bth-1{th graded skilly deficits among young people and
impligs the problem lies with those educared since the 19605, when
est scores fell and wehool quality 15 believed to have dechined. Tt
should be noted that arguing that dechiming school quality perma-
nently affects student ontcomes frames the argument i lerms of

educational cohorts; that is, pod '
charactenistics of affecled groog
parisons hetween adults educabsy
However, the literatore also
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gducational cohorts, that is. poorer skills are presumably persistent
characteristics of affected groups that should be apparenr i com-
parisons hetween adults ¢ducated betore and after the 1960s,

However, the literature also allepes another problem related to
personality, some of which are not skills strictly speaking. These
include inadequate interpersonal and teamwork skills (“'soft skills™,
respectl for authority and other atutudinal vr demeanor 1ssues, and
related problems with work motivation, effort, and sense of respon-
sibility (Moss and Tully 2001, 44F. and p. 603, The osually vague
concern regarding “problem-solving™ skills seems to fall on both
sides of this divide: employers seem o use this term 1o express
dissatisfaction with both warkers™ cognitive skills and their perceived
lack of interest 1n exercising them.

Complaints about social skilts and motivation suggest that what
15 often percelved as 4 vohort offect may be an age effect. Recent
cohorts may pass through a phase ol early adulthood charactenized
by low effon and weak attachment to career employment. reinforced
by a scarcity of Jobs offenng carcer apportunities.  As workers age
and shoulder more adult responsibilities, they grow oot of casual
work attitudes and adjust to or are socialized 1into—I1he workplace
norms of the johs they consider worth keeping, and they conmpen-
sate for any modest cognitive skill deficits through on-the-job cx-
pericnoe and situated learning (Scobner 1986}

Casval suppart for this view comes tfrom the fact that complaints
regarding younger workers have persisted for more than 20 veuars, but
similar complamts regarding older workers do not seem to have emerged
a% the earlier cohorls aped; complaints persistently refer W age groups
rather than cohorts  Indeed, Scholastic Aptitode/Assessment Test (5AT)
and other test scores stopped declining or started rising after 19840, yet
the complaints about young workers, usoally undifferentiated accord-
ing to copnitive skills and personality characteristics, persist {Feonomic
Repaort of the President 2000, p 148). Cohorts cited by A Nutron ot
Risk arc now muddie aged and are not enly seldom the subject of
the blanket complinnts dirgcted at youth but are among thowe who
themselves complain about declining skills among young people.
even though middle-aged cohorts scored lower than younger ones.
This should be cause tor doubt as 10 whether the problem s really
cogmtive skill« rather than work-related attinades.
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If the problerm 1s attitudes, then employers may (ace a chronic prob-
lem with young workers, but the problem for each cohort is Likely
o be transient.  The overall labor force does not face a progressive
problem in this vase because cach cohort can be expevied to ape
out of its phase of weak attachment to career goals.

Inscfar as one helieves the new economy places a preminm on com-
puter or similar technology-related competencies, one maght expect that
premium to favor yonnger workers over older ones. who have greater
potential difficulty assimilating new skills and face 1ssues of skill obso-
leseence and retraiming (Fiedberg 2001. U.S, Congress Office of Tech-
nology Assessment 1990, p. 254; Kelley and Charness 1995,
Westerman et al. 1995),

Until this point, this discussion of the skills mismatch thesis has
heen framed in terms of the workforce overall, but much of the mis-
maich theory focuses on workers with a high school degree or less or—
an even narrower group—Iless-educated, disadvantaped minorities.
Il a skills mismatch exists, but only for these groups, this clearly
affects the magnitude of the problem and should be distinguished
from the idea thai schools are [ailing W impart sufficient skills more
penerally.

Likewise, debates uver alleged dechines wn the quality of higher
education or inadequate numbers of college graduales are very dif-
terent from concerns that not encugh high school graduates have
10th-grade reading and math skills (Murnane and levy 1996).
Public coniroversy over recentering SAT scores {Winenp 1994),
grade tnflation in higher educativn {(Rothstein 200), stagnation or
decline in the number of students receiving bachelor’s degrees
math, science, and engineering (Nanional Research Council 20013,
and the attention given by labor economists te the declining rates of
college attendance in general (Card and Lemieux 20017 are all guite
distinct from concerns over skills at the lower end of the distribu-
tion. Bul these disparate 1sspes are often folded into the same dis-
cussion of skills adequacy.

In sum. existing notons of a skills mismatch are a confosed
jumbile of ditferent ideas, “skeichy. vague, and diverse if not inter-
nally conflicting,” to bormow a phrase (Cain 1976, p. 1221) A sal-
isfying skills mismatch argument ultimately must specify whether
the problem 15 a shortage of cognitive skills or a surplus of youthtul

attitudes, not enouph workery
skills or wo few high-powen
and it must specify whether
school students generally or
disadvantaged groups.
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attitudes, not enough workers with 1lth-grade reading and math
skilis or too few high-powered “symbolw analysts™ (Reich 1991),
and it must speeify whether the problem is the guality of public
school students generaily or just high school dropouts and certain
disadvantaged groups.

What s the nature of skill trends?

A final amnbiguity in the skills mismatch literudure 15 the nature of sloll
trends. Different proponents of the skills mismatch thesis argue there
s an absolute dectine in skills across cohorts or other large subgroups,
slowing prawith in the supply of human capital, or accelerating prowh
in demand for human capital. Those concerngd with education and
schoots are more Likely to speak in terms of absolute decline. Labor
economists rescarching incgualicy are st undecided as to whether siow-
ing growth in supply vracceleration in demand 1s more significant (Kaiz
and Murphy 1%992; Autor et al. 199%; Gottechalk and Smeeding (997,
Card and Lemizux XK1},

The differences have clear implications for the evidence that
one considers and one’s understanding of the problem.  Absolute
declings or slower growth in the supply of workers” human capil
point o prablems with the education system and worker behavior,
with root causes such as failing schools, underelass conditions, and
falling rates of coliege enrollment. In contrast, accelerahing de-
mand for human capiral suggests employer-side changes, such as
the spread of computer technology or employee participation, dre
responsible for the skills mismatch, The evidence relating 1o each
kind of cxplanation s guite distinet.

Asat happens, there is little compelling evidence that either work-
ers’ skills or employers’ demands for human capital have changed
in ways that would sepport simple nottens of a «kills mismateh.
With the preceding considerations 1t mind, the next chaprer reviews
the evidence on workers” skills, employers” needs, and possible mis-
matches.
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CHAPTER 4

Evidence for skills mismatch

Background

Reviewing research on workers” skills and employers” reguirements sepa-
rately—and separate from the question of any mismateh between them- -
teflects the fact that the different studies examining these issues use
incommensurate measures of skills, Consequently. the evidence on the
question of mismatch is even more indirect and fragmentary than what
s available Tor discussion of erther side of this equation taken individu-

y. This situation indicates the necd tor a better Framework fur subse-
ent data coliecuon that will permit rescarchers 1o compare the skills
of workers and the requurements of johs using a common yandstick.

Additional consilerations and problems arise 1n trying (o exanune
b notion ot 3 skills mismaleh.

The voncept of skills mismateh or skills shortage requires clarifica-
on. One can deline skills mismatch or shills vhortage as a sitpation in
phich sorme workers want empioyinent or more work hours angd em-
poyers have unmet labor necds but will not draw From the underem-
pyed group al exsishing wages because those workers” shills ure ynad-

ate

In neaclassical economics, fully flexible wages equilibrate supply

d demand efficiently, so any tmbalunce should be temporary, Skiiled
rkers’ wages are bid up untl enough emplovers oo longer wank @
e more workers of this type and (ke number of positions eyuals the

nber of job-secker, Likewise, less-skilled workers” wages fall uni!
surplus labor force disappeary, either becuuse the unemploved are
bsorbed mnto cmployment or becavuse workers facing unacceptably
wages exit the labor market. Thus. mismatches or shortages are
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temporary in the necclassical perspective, theugh one could define mis-
match as any sigmficant departure from traditional wage differenbals
across skl groups induced by demund and supply shifts

As this suggesis, economic approaches focus mosily on wage dif-
[erences by skill as mausures of mismatch or shortage, while non-eco-
nome conceplions look {or more direct or non-wage dications of a
discrepancy between the skills workers possess and those employers
demand,

The main problem with relving exclusively on wage movements
within a supply and demand framework fos inferring skills shortages
is that wage differenvals reflect institutional as well as marke( forees—
variations in rent sharing, for example- —rather than skill ditferences
alone, as even <oime who interpret recent inequality groswth in neoclas-
wcil terms recognize {Kate and Summers 1989: Katz und Muorphy
1992),

The tzmporal dimension ot the skills mismatch 155ue also penerates
multiple concepls of mismatch  One can examine how well the ukills of
the incoming workforce matches the current distribution of job skill
demands by comparing the personal charactensiies of younger vchorts
and older coborts, using cducahional attainment or test scores, tor ex-
ammple. Alternatively, one could accomplish the same thing by compar-
mg yvoung workers' personal characieristivs with measares of oceupa-
tional characicristivs of jobs held by older workers. such as DOT
ratings—aussuming the measures of workers” skills und job skill require-
micnts have comparable metrics.

By extension, performing thiy exercise using projections of the oc-
cupational distnibution 10 vears from now would indicats whether there
15 @ mpamateh between younger workers and the progected fulure
chanbution of job ~kill requircrients, an exercive subject (o additional
uncertynties that surround cccupational projeciions.,

Tt 15 sti1l anather task (o compare the skills of the existing or enter-
ing workforee with a more 1deal job structute relative to the current or
projected one. Some argue that the current workforce muy be well
maiched to current and projected skl demands, but that rhis state of
atfairs tonds o entml more low-skill and low-wage jobs than is sg-
crally desirable, Models of low-skill equilibria arpue that this depressed
fevel of attwinment results frum negative and self-remforcing expecta-
tons whereby eraployers offer mostly low-skill jobs because workers'
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skills are limited and job-scekers do not seck more education and train-
ing because the available johs are not structured to wtihize them  This
low-skiil trap can be overcome only through changes in cmpiover
policy. such as the adoption ot higher-value-added producuon strate-
gies and ermployes involvement programs, and through more guvern-
ment-sponsored trainmg to (1l the gaps lefl by emploveres (Finegold
1996; Keep and Mayhew 1996). Muinstream cconomists place more
of the anus for lugher attwinment on workers. assuming that an in-
creased supply of human capital will create its own demand and raise
wages at the bottom. Either way, these conceptions of mismateh 1m-
plicitly compare the skills of the current or entering workforce with
the requirements of an improvesd or weal job struciure, which is usu-
ally not specified further,

These three different conceplions of mismaich imply thar even if
the skills ol workers and jobs could be compared easuy, there would
still be a gquestion as o which set of joby shouid serve as the reference
point: those in the current, future, of normatively desirable necupational
struchure,

Compounding these difficulties, as previous chaplers showed. both
the skills possessed by individual workers and those required by indi-
vidual employers arc somewhat flexible in responsg w differing job wnd
labor marker conditions, making 1t ditficule (o specify precisely either a
given job's “requirernents” or the workers suitable o hold 1t

Mikuiecky (1982 15 the only study that compares the cognitive ahil-
tes of students and workers with workplace okill demands using 2 com-
mon metric—egrade-level readmg, The sample consisted ot urban high
schoal juniers, adult technigal sehool students, professionals, “mid-level”
workers {clencal, sales, service), and blue-collar workers. The study
was a response o widespread complaints about basic skills deficiencies
in the workforce thar were common around the same time A Matfon af
Risk appeared

Mikulecky asked study purticipants ta bring in representative read-
ng matetial trom school or work, and he assessed rhe grade-leve] dif-
ficulty of the school and job reading samples vsing well-established
readability formulas. Mikulecky also ussessed the respondents” own
reading ability using their performance reading buth the sample texts
and a newspaper-hike text the participants bud not seen poor to the
Sludy,
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TABLE 6 Comparlson ol grade-level measures for school and Job reading
samples and students’ and workers' reading perdormance

_ Sudents o Wwarkers

High
schoul T::chnital_

A Diffenly of
schonl or job

sample texe e 13 P2 [h & 15
Purrcipunt

redrding ohuid

B School

G 0k 1EX1 05 [+3 126 no (1]
(. New materia! Hrl 103 1.7 7 1038

Sowreg Makolecky 1982 417 Saple draoen 1oem e Indisnapobs metrapolitan area Ssaple
sige - rouphly S0ctor 2l proups Both groaps of studsngs are eve by dresded by pender and
race [whites and biackst The coploves saple was A1 msle, §2% wite 160% black 3%
ather rave (htkolecky JYBY 055

The results in Table 6 show thut the average grade-love] difficulty
of school and jub texts are very close (o one wnother (approxumately
grades 1005-11) {se¢ Table 6, row A} und the sverage student and em-
playee in all groups is able o rcad at or close w that level, whather the
text Iy tamibar (row BY ot new {row ), Participants’ readmg perfor-
mance was ulso moderalely mgher Gapproxsmately 0 6 grade levels) when
the material was more famitlar {vow B versas row C). as a situated cog-
nition perspective would predict.

In addution, high school sindents” reading performance on familiar
school texts {10 5) was close ta the grade-level difficulty of the job
samples of the mid-level jobs they were likely to enter 10.9): the read-
ing abihty of technical school sisdents (11.3) was higher thun the level
required by sample maternals brought by blue-collar workers (10.5)

Although readability formulae have thetr methodologreal Himitations,
this data provides little evidence ot & skills yismatch betwean erther
sludents or current job-holders on the one hand, and jab skill require-
ments on the other  Other studies use either more sabjective or indirect
measures of misimatch
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Employer surveys

If increased wage inequality sinee the 1980s does reflect a skills short-
age, one rmught expect employers would show some awareness of il
Journalistic aceounts and employver pol! and survey data do suggest finms
have substantial difficulty finding qualified young workers for relatively
routine entry-level positions, at least in urban arcas, Most of these ac-
counts reflect the popular themes of public school failure, recent high
schoot graduates’ low basic cognitive skills, and their general lack of
rcadingess for the world of work (Hull 1991 Hollenbeck |4%9d; Barton
1990 Econamic Report of the President 20000 p. 134). For example.
one employer compianed, (i’ amazing o me how many people can’t
muluply and divide” (Hollenbeck 1994, 131,

However, difficulties in finding workers with desired social skills.
attitudes, and rnotivation lrequently ranked as high or higher in employ-
ers’ concerns than dissatisfaction with cognitive skill levels tHollenbeck
1994 Teixeira 1998; National Association of Manufacmerers 2001 : Puh-
lic Agenda 1994 for Britain, see Robinson 1998)

A recent Mational Associaton al Manulacturers (NAM} survey found
that most NAM members said the most common reason for reyecting ap-
plicants for hourly jobs was poor mobvalion and work habits (70%), in-
sufficient work experience {34%), and tailed drog tests (274), while cog-
nitive skills deficits—soch as poor reading and writing skills (329, poor
math skiils {20 ), and poor problem-solving {115 or technical/com-
puter skills {11% —were menuoned less often {Natwonal Association of
Manufacturers 2001, p. ). Emploven” assessments of the quality of
their own pridduction workers were similar, except that only 6% com-
plained that work hahits and motivation wene the most senious “skill defi-
cieney™ of current employees; less than [5% cited current production
employees fatlure to update their skills and education and poor technical/
computer skills as serious problemns {National Association of Manutac-
turers 2001, p. 11). Judging from this survey, an appropriate attitude to
wark seems to be the main “skill™ m short supply, though it should be
need that 4 1997 NAM survey apparently showed far more complaints
regarding cogmtive skill shortfalls.

In recent vears, surveys of human resource managers conducted by
the American Management Association (AMA) found that 405% of AMA
metaber lirms 1est applicants Tor basic skills, and the average tailure
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rate 15 roughly 35%. Approximalely 85% of the firms that test do not
hire those who fail (2001 AMA Survey on Workplace Testing' Basic
Skills, Juh Skills, Psychological Messurement,” press release), These
findings support the okills nuismatch pesition, but, unlike the NAM sur-
vay, the AMA did not ask about monivation and work habits. The AMA
says ity member firms are larger than average and account for 23% of
total mational employment. but bke all trade association surveys, the
sample is not representative of any known poepulation,

A recent national poll of emplovers by The Public Agenda {1999)
found that some two-thirds thought public high school graduates ded
nut have the basic skills needed to succeed, though fewer parents (335)
and students {225 in paralle! surveys felt the same way. A thind of
employers rated both the writing abilities and work habits of young
workers as poor, and a gquarter rated math skilly as poor, but computer
skills rankad clase to the botte of the List of probdems (1153 This
paints toone potential difficulty wath the commonplace vicw that young
people ure increasingly lesy prepared for work and that computers are
driving the ncrease o skill requirements; namely, young people are
wiore hkely 1o be computer literate than older workers

The National Emplayers Survey (1994) and Ruryl Manufacturnng
Survey (RM5) {1990 Tound the average employer judged 20-255. of its
current produciion or feond-line workers noi fully proftcient at their jobs
{Matronal Center on the Educanonal Quality of the Worklorce 1994,
Texeira 1998). This might seem Ingh since the figures refer to workers
already matched to johs and presumably more quahfied than the general
applicant pool. but the figures also do not control for tenure or age, snd
there are no historical figures against which to benchmark thern, The
surveys also contain no informatien on the size of the applicant pool
troin which workers were drawn or the percentage of applicants deamed
qualified for the positions for which they applied  As noted previouosly.
fur fewer employers in the RMS reported major problems finding work-
ers with necessary skills (3-15%:y than reporled increases in cognitive,

computer, and mnterpersonal skills {Temxcira 19983,

A survey of management and union representatives tound only 5%
on gither side said “pressure 1o upgrade skills” or Lthe need o negotute
“adjustments to rew technology™ had 4 significant role in contracts ne-
goliated hetween 1993 and 1996, By compartson, roughly 25% of man-
drers mentioned inereased domestic compettion and pressares on [ringe
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benetits and 155 mentioned falling real wages as sigmificant issues,
while 35-45%. of umon representatives mentioned wages and henchits
{Cutcher-Gershenfeld, Kochan, Well< (998, p. 235)

In their Chicago employer siudy. Eosenbaum and Binder {1997)
reported a substantial skills mismatch between Johs angd gpplicants Em-
ployers complained about the number of young high schoo! grads who
could not read or perform math at 8th-grade levels. Roughly 20% of
emplayers said they had to explain tasks in minute detail and assist or
closely supervise workers hecause of thewr low skills; 453% sad they had
to simplify job tasks to match employees’ low skills. Employers also
believed the cognitive skills of recent high school graduates had de-
clined over time and reported they had 1o simplify tasks o march ¢m-
piovees” skills or supervise them more closely than they destred
(Rosenbaum and Binder 1997, p. 73} Rosenbaum and Binder conclude
that the prevalence of low-skilled jobs reflects a worktorce unprepared
for more skilled and astongmous work rather than manazement short-
comings or preferred labor strategics,

However, these cmployers” judgments thal young people™s cogni-
tive skills have declined over time are not consistent with naconal NAEP
data. As noted earlicr, there are aiso reasons o be cauticus about infer-
ring workers” Jong-term job abilines from young adults, But Rosenbaum
and Hender argue that even it youny people compensate tor formal skills
deficits through situated leaming on the job, the skdls wiil be context-
bound and inadequate for promotion, thaugh this assumes the jobs have
promotion opportunities requiring more formally acquired skills

Craun’s study of employers of NT.572 respondents finds that 48% of
employers reparted that they sometimes find ligh school grmduates do
nol kave the reading and math skills needed to be hired. but only 6%
provaded basic skills trng 1o fill this gap, conmstent weh the CPS
tresults mentinngd previously 1o contrast 1o Rosenbaum and Binder's
findings, only 2% of employers said they have “often found 1t necessary
to redesign or simplily the reading or math requirements of jobs be-
cause of weaknesses of our workers in these areas”™ (Cratn 1984, p 25),

Econometric studies

Mosl economists infer an increased scarcity af human capital from the
it that the relative wages of college praduates mercased in the 1980,
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even as their relative supply increased, though there 15 no corsensus on
whether the cause was an acceleration of demand for skills—perhaps as
a resuit of the spread of compurers—aor a decelerwtion in the growth of
the supply of skills as a resolt of the post-Vietnam drop in college atten-
dance (Katz and Murphy 1992; Auwtor et al. 1998: Danziger und
Gottschalk 1995 Gotrschalk and Smeeding 1997; Levy and Murnane
1996; Card and Lemieux 2001).

Based mostly on analyses of data from the 1980., this view has not
developed a consensus account of the general siability uf wage incgual-
ity i1 the 199s, when macroeconomic conditions improved consider-
ably but the growth in educationsl attainment moderated and invest-
menl in computers and other information technology remained strong.
Several studies of job loss in the 19905 found that more educated while-
collar workers expenenced the greatest increuse in job displacement and
msecunty, contrary 1o the notion that such workers arg incressingly scarce
(Farber 1997 Aaronson and Sullivan 1998; Schrmdl 1999, 1t is pos-
sible that this white-collar jub loss signifies that some of the growth of
managerial and professional employment in the {98 represented
overhiring thal was subject to later correction or perhaps indicates an
extension of the same lean-stalfing and work-intensification principles
trom Mue-collar to while-collar workers.

Some researchers even beheve that the oversupply of college aradu-
ales detectad in the 1970s persisted into the 19808, 4 decade when most
economists believe an acute shortage of college graduates raised the
cullegefhivh-school wage dilferenual. Hecker (1992, p. 4) foond that
the percentage of college grads either I occupations not requinng a
college degree or uncmployed rosa from 124 (1967) o 15.6% (1980)
and contnued (o tise modestly w 19 9% during the ycars of ostensible
shortage (19901 Furthermore, the supply of college praduates prow
62% between 1979 and 1990, while total employmeat i managerial,
protessional. technical, and other high-skilled accupations grew only
57% {Hecker 1992, p. 7

Hecker noted thal wage ineguality during the 19805 resulted more
from declming real wages Tor males with high school degrees (or less)
than from increases in real wages for college graduates, and he con-
cluded that sectoral shifts from monufacturing o services was g more
likely cause of inequahity growth than a shortage of collepe-educated
workers. BLS research also did oot uncover evidence that employers
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wanled 1o hire more college graduates al current wages than they aciu-
ally hired. Hecker coneluded that even greater increases in the supply
of college graduates in the 1930s would have only increased the number
of underutilized college-educated workers, thuugh he recogmzes that
college pradustes in occupations that do not require college deprees re-
ceive higher wages than high school graduates n those occupations
(Hecker 1992, p. 11].

In response to Heeker's research, Tyler et al, {1995) uphold the main-
stream skills shortage view by showing that the problem of cotlege-
educated workers 10 non-college jobs in the 19805 was increasingly a
problem for older males compared 1 other groups. They attributed this
to restructuring and downsizing in the 1980s, which harmed the em-
ployment prospects even of well-educated older workers.

However, it 15 notable that the nuinbers ot college-educated work-
ers employed in radinonally nan-college jobs remained high through-
oul the 1980s, despite the ostensible shortage of college-educaled work-
ers. Balancing this somewhat is the argument that because the high
schoul-college wupe differential increased even within non-college jobs,
compulers may have raised the skill demands of some of these jobs
from nen-college to college level {Boesel and Fredland 1999, 2211,

Another problem with most econnmic studies 15 that they do not
identify the specific skills believed to be in short supply, though the
general view seeirs to be that it is higher-level cogmitive skills assocr-
ated with college graduates that are most scarce. By contrasl. none of
the other literature reviewed here foond employers complaining much
about a shortage of college-educated workery or their high wages, and
even concern with computer <kills was imited.  Employers complain
almost exclusively about the work attitudeys and basic skills of non-col-
lepe workers,

Using test scores rather than education as the meusure of skills,
Murnane et al. {1995) delved somewhat deeper inlo the 1ssue of the spe-
cific skills 1 short supply. They found that the wage differential associ-
ated with a standard deviation in math test scores for 24-year old workers
ose from roughly 2.5% t0 6.9% for males and trom 5.6% to 10.6% for
females between 1978 and 14986, vontrolling for cducation and other van-
ables (calculated from Musmane et al, 1995, 25711.). Controlling for oc-
cupation indicates that most of the eftect i» within occupations, rather
than due (o the changing nccupational composition of the workforce,
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However. in their interpretation of the resulrs, the authors are some-
what 1nconsistent as (o whether it 15 math skalls per s¢ thal are ingreas-
ingly rewarded, or cogmtive skills more generally. for which the math
scores are simply good proxies (Murnane et al. 1995, 25913, They cite
the NAEP data using performance calegores n suggest that only shoot
half the naticn’s high school seniors have Bth-grade math skills, such as
the abality 10 understand decimals, fractions. and line graphs. The 1mn-
plication seems Lo be that cmployers value these basic skills specifi-
cally, though this differs from much of the economie literature, which
emphasizes growing demand for college graduates, Though plausible,
there really is no evidence on the specific math skills demanded by em-
ployers other than Smith (1999). and work reviewed above suggests
thit the descriptions of NAEP performance levels have validity prob-
lerms and cannot be taken at tace value, [n addition. NAEP reading
scores for a sample of 21 1o 23 year olds show that 309 read above the
Hth-grade swverage in 19835 (Kirsch and Jungeblut 1886, p. 40).

Even Murmane et al s study showed that the highest-sconng males
in 1986 carned less than the lowest-seoriag males tn 1978, and the situ-
atom was nearly the same for females. suggesting that more s ar work
than just changing returns to skills. The whole structure of wages seems
to have shifted downward and thes effect appears o be larger than the
changing retiums to test scoces, Mumane et al, acknowledge that “help-
ing a mule graduanng from high school in 1980 10 improve his math
skills would contnbute only modestly o the goal ol increasimg his wige
lavel at age 24 to the level enjoyed by males graduating eight years
earher” (1995, p 260),

In addition, Bowles and Gintis contest Murnane et al’s hasic find-
ing Reviewing 65 estimates from differant perinds actoss numerous
studies. they find no trend in tests scores’ effects on earmings, in the
proportion of the returns o education they explaim. oc in ther increment
1o B* (Bowles and Gintis 2002

Cross-sectional comparative studies using the International Adult
Literacy Survey cast more senous doubt on test scores and inequality 1n
vognitive skills as the explanation for the high levels of 11 5. wage in-
equalily. They find that greater mequality ol cognitive skilly in the {Cited
States does notexplain much of the higher IS cumings inequality rels-
tve to Furopean countrnes (Deveoye and Freeman 200 1, Blau and Kahn
001,
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Devroye and Freeman (200 ) find that the United Stutes has greater
eamnings inequoality and greater adult test score ineguality than three Euro-
pean countnes with similar dara {Germany, Netherlands, and Sweden)
However. if the United States had the same distribution of scores as those
countries, earnings incquality 1n the United States and the difference in
inequality hetween the United Stares and the other countries would de-
cline only marginally. Two-thirds of the ditference in carnings inequality
between the U5, and the other countres is withun test score groups. In
fact, the stanglard deviation of eamings amonyg ULS, workers with the same
test scores 18 greater than the standard deviation of eammpy tor alf work-
ers in the European countries. Blau and Kahn {2001, p. 20) draw sinular
conclusions from analyses of the TALS that compare the United States to
Canada. Switzerland, the Netherlands, and Sweden.

This reseurch suggests some of the Lumits of explaning wage inequal-
ity based on variation in cognittve skills. Clearly, inshtutional changes
withun the United Srates over tme and differences between the nited
States and other countries are important i explaining the high levels of
LS. inequality. Observed wage ditferentials are not simply the returns o
homan capital that result from the operation of universal market forces.

Studies of welfare-to-work and
other disadvantaged groups

Another nnexpected finding that casts doubt on some skills mismatch
arguments 15 the remarkable employment rule among the larpe number
of women axiting the welfare rolls since the mud-1990s, Most obsery-
ers did not foresee this development and many belhieved that low skills
1n this group would be 2 much more serious barvier (& employment.
Holzer found in his first survey of employers for the MCSU] project
(1992947 that even mast low-skul jobs required reading, math, and other
cagnitive skills, and he worried that with welfare reform. "l seemns bighly
privbable that the imbalance between job availability and the number of
people with low skills and credentials that already exists in many central-
city arcas will worsen over the next few years” (Holzer 1996, p. 70).
Even a recent review of the welfare-to-work literature written at the
pecak of the late 19905 boom asseried. “There 16 a large gap berween the
skills that employers demand and those welfare recipients can otfer”
The review cited the low INALS wcores of welfare recipients ay support-




Tk Warker ¥killa and fob Beguirementy

ing evidence, including the familiar claim that those scoring at Level 2
are unable 1o use 4 bus schedule (Corcoran e al, 20, 2551.).

The actual employment recond of former weltare recipients does
w support these dire predictions, Recent rescarch indicates that roughly
75% of former recipients work at seme pont tn the year afler leaving
welfare, usually full-time, and roughly 30% of current welfare recipt-
ents are employed, despite their low levels of education {(Moffite 2002).
In the 20 largest metropolitan areas, the empioyment-te-population ra-
to of alt single mothers rose from 59% i 1995-96, the year before
national wellare reform. 1y 73% three years later in [998-99, a large
jumnp that presomably reflects changes 1n wellare programs to a sigmfi-
cant degree. There also appears to be no association between the in-
creasing labor force participation of single mothers and the employ-
ment or wage rates of other less-edocated workers, suggesting that the
increased employment of former welfare recipients did not represent
simply substitution of these workers for others who were displaced
{Lerman and Ratcliffe 20601

Holzer's subsequent four-vity survey {1998) fuund that the percent-
wme of tormer wellare recipients 1in jobs regquinng daily reading, writing,.
math, and computer use was only somewhat helow that observed for all
non-college workers in his first survey (sec Table 7) (Holzer and Staoll
2001 Whalt is remarkabte 15 not how cognitively demanding most less-
skilled jobs are, hut how easily those presumably ranking low in the
skills distnbution can fill them. Either the skills of welfare recipients
were underestimated, the demands of jobs overestimalted, or the method
for comparing the (wo has problems (such as the coarseness of skilt
categories, for example).

It is possible that the tight labor markst of the late 19905 foreed
employers 1o take on lower-quality workers than they would otherwise
hire, while at the same nime welfare reform forced many women into the
labor market. However. Holzer's reeent survey provides hittle support
for this conclusion, at teast with respect to cogmitive skills. Only about
10% of employers reporied that former welfare recipients had problems
with basic amd job-related skills, and only 10-20% rated them worse
overall than their other employees in similar jobs, Employers most fre-
quently ¢ited problems with absenteeism related to child care (635%),
transportation difficuliies (44%), and physical health problems (3255)
{Holzer and Sioll 20015,
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TABLE ¥ Percantage of all non-college Jobs and Jabs filled by former
welfare reclplents that raquired performing differant tasks dalty
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Of course, these employers were Teferring to pob incumbents, ol
the overall puel of former welfare reciprents. <o there is the possibility
of selection etfects. The workers they hired were not a random sample
of all former wellare reciplents. However, the large ntumber of women
exiting the rolls and finding cmployment suggests that creaming 1% un-
likely to explain all of Holzer's results.

This inference 15 confirmed by another survey that does not suffer
trom selection problems. Johnsen and Corcoran {2002) surveyed 4 run-
dom sample of people recerving welfare i an wrhan Michigan county in
early 1997 and re-surveyed them in 1998 and again in 1999, when many
had left the wellare tolls. Unlike Holzer and Stoll (20011 this study
{vllowed 4 random sample of people mitially receiving welfare. includ-
ing those remaning on the welfare rolls or unemployed 0 later vears.
The study also differentiated employment into “good™ jubs and “bad”
jJubs. with good jobs defined as full-fime and either paying $7 per hour
and providing health benefits or paying $8 30 without health benetits,
Consistent with other studies, Johmnson and Corcoran found that roughly
% of the peaple in their wellare sample were employed shortly aller
their ficst survey, with roughly 30%- in bad jobs {Table 8. right panel,
botioim row).
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TABLE B Skills employers required for recantty-filled non-college jobs in
1997 and the Job sklils of thosa who received wellare ln 1997 by
employment status la 1998-1999 {percentage of Jobs requiring or prople
possessing shill)

Shalls pusssessed by yob-holders
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The study asked respondems whether they had performed five tasks
on a daily basis in any previous job they held: reading wnd writing of
patagraph-lengrh matenal, arthmeric use, computer use, and customer
contact. 1hese measures of workers’ job skills can be compared to joh
skill requitementy in their region from an indepandent survey of  local
employers asking abour daily performance of the same five tasks (ot
recent]y filled non-college jobs. As with Mikulecky (19825 thes iz one
of the few studies that permits comparisons of workers” skills and job
~kill requirements using the same yardstick.

Results tor the full sample (Tuble 8, colwmn 4) imdicate that the
skills of people receiving weltare in 1997 were roughly in line wah the
skills demanded by employers for all non-college jobs {column 1} and
not tao different from those demanded by good jobs {column 2}, with
the notable excepiion of computer saperience  For example, 41 6% of
all jobs required daily reading and writing and 32.0% of welfure recipi-
ents in 1997 reporied that they had wotked in a job requiring daily read-
g and wnting at some poind.
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Evidence for skills susmarch EE|

Remarkably, even those in bad jobs {column 6 seerm to have cognd-
tve skills 1n roughly the same proportions as reguired by good jobs,
except for computer expertence, Not surpnisingly, the job skills report-
villy used by those who remained unemployed when re-surveved {col-
wmnn 7) are the lowest of the three groups, though the percentage of the
sample 1n thas category {299 ) was not large enough to depress the over-
all averages helow the levels requuced by emnployers, except n the case
of compuler s,

As i caveat to the preceding, one should note that it s a httle nus-
leading o sinply Compare percentages across the emplover and worker
surveys because they are calculated on different basc populations. With-
out turther information on ahsalute pepulation magmtudes, there is no
real way to know il there 18 an imbalance between jobh reguirements and
workers” skills.

For example, suppose the percentages in the left panel of Table 8
refer 0 a populanon of, say, 100,000 jobs and the percentages 1n the
right panel refer 10w population of, say, 30000 weltare recipents, In
this case the large percentage of job seckers withoul computer skills
(73% )y relative to the smaller percentage of jobs not requining such skulls
(565.) implies only 22,500 job seekers without computer expenence
compared (o 56, (80 jobs that do not require computer skills, Whether
or not there 15 actuitly @ mismatch of worker skilts and joh requircments
wilh respect to computer skills depends on both the absolule number of
job seekers and jobs, as well s the percentape of each having or requir-
g the skill,

Of course, former weltare reciprenis also have to compete with other
low-skitled job seckers for these positions, which further comphicates
the issue of whether a mismatch exisin Nevertheless, Johnson and
Corcoran (2002 ) 1 the only study that compares the skedls of a represen-
tative sample of wellare recipients with the sktlls required by low-skill
Jobs and finds remarkably few differences belween the two.

A further hroitation of both Hotrer's studies ¢ 199¢6: Holzer and Stoll
2001y and Johnson and Corcoran’s study (20021 14 that the skill mea-
sures are fairly coarse, Conseyuently, there 1s no way to know whether
the level of complexity of the different tasks performed by welfare re-
cipients in prior jobs was comparable W the levels employers said they
require. However, the imgh employment rates among former welfure
recipients at prevailing wages and the high levels of emplovers” reported




Worker Skells and Job Rogrirertenis

sabrstaciion with their cogmitive skills suggest that jub seckers wene suc-
cessfully maiched with jobs at high rates.

This is not to say that skills do not matter. The right pancl of Table
& shows clearly that employment and job gualily is positively assoct-
ated with expenence using Jdifterent job-related skills. Analyses by
Danziger et al. {1999} confirm that both education and previous use of
the job skills in Tuble § atffect the probabihty of employment amang
tormer wellure recipients, as do non-cognitive problems, such as phyvsi-
cal and memal health, transportation difficultes, and perceived discrimi-
nation 11 prier jobs, In fact, all have roughly comparable effects.”

In adidition, employtient alone is not the only imponant catcorme
measure, Holeer and Stoll {2001 report a median wage of %7 per houar
in 1998 for those with jobs. This was about 42 ghove the munimum
wape, indicating thai employers were willing to pay these workers more
than what was legally required. but clearly the wages were low and health
msurance was alse uncommon. This partly explams workers' weak ai-
tuchmunt i these obs and the job churmag that is often observed 1o
welfarg-to-work studies  In fact, resignations putnumber dismissals by
Two 10 one as a cause of job churming among former weltare recipiems,
suggesting that employees’ dissatisfacnon and personal problems are
the more pertinent factors in employment wstabllity, rather than ¢m-
ployer dissatisfachion with cogmunyve skill deficits, though low educa-
trom and <kills are also associated with unstable employment {Campbell
ctal, 2002).

The Jow pay and probable dependence of muny such jobs on 4
strong business cycle {Holzer, Raphael, and Stell 2003, 30fi .} contirm
that 1hese low-skilled workers are {ound disproportionately at the bot-
tom of the job hierarchy and remawn vulnerable. Former welfare re-
cipienis usually fill joby in the <secondary Tabor murket, However, it is
not accurale to say that ther low skills shut them out af the labor
market. Their recent eapericnce wn the job market is no hetter than
many other less-skilled workers, but in many respects does not ~eem
worse, Given favorable conditions, most can be integrated inti the
existing job skill structure. The absence ol betier-pad employment
partly reflects structural shifts in the kinds of jubs the economy gener-
ates. as well us possible limits w the kinds of jobs these workers can
pertorm. The expenence of former welfare recipients in the late 1290s
underseores the imponanes of a strong macrogconomy and the avial-
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ahlity of jobhs in determimag labor market cutcomes. rather than inds-
videals' skills alone (Calbraith 1998)

Nevertheless, even i strong macroeconomy did not lift the fortunes
of everyone at the lower end of the skill distribution. The unemploy-
ment raie for less-educated young bluck males remained stubbomly above
the rate for similar whites (Holzer and OfTrer 2002), but whether this
reflects human capital differences is much debated, Several studies show
that adding Armwd Forces Quahificanon Test {AFQT) scores to a stan-
dard human capital model greauly ecduces Black-white wage differences
inthe cross-secnon {Ncal 2nd Johnson 19%; Farkas and Vicknair 1998)
Dihers contend (hat the test s racially biased and that atter scores ane
adjusied, evidence of greater discrimination reemerges (Maume et al,
1996; Moss and Thlly 2000, 76f.). Even assuming the same results hold
for differences in employment rates, it is not clear how erther of these
cross-sectional claims can aceount Yor the fat employvment trend in the
tirht {abor market of the late 1990s,

Mos and Tiliy's interviews with employers shed further Jighi on
the gquestion of the extent 1o which black males” recent Jabor market
experience reflects lack of human capital or the effects of discrimina-
tion. They found that many emplovers did complain of cogmtive skl
defteits among black males, hut many also indicated the jobs required
ltttle more than reliablity and commaon courtesy and complamed more
often aboul mativation and atirtude prohlems, and almost as mmuch about
interactional styles (Moss and Tilly 2001, 59F) When comparing black
males to other groups, employers vicwed black women and cspeciually
Hispunics and Asians more positively on these “soft skills,” often cit-
ing the latter groups” immigrant work cthic (Moss and T1lly 2001, Chap-
ter 4y, Moss and Tilly {2031, 14261, p. 1534) conclude that cmployers’
perceplions are same combination of false stereotypes, coltural gaps,
and true differences between black males and other groups, the latier
partly reflecting native-born black males’ dissahsfaction with the poor
wages and workmg conditions of the jobs available (o them relanve to
other native-born Amencans, which compnse their reference group.
What employers praised in other groups was often a willingness w
work hard in the least desirable jobs, many of which were unatiractive
both to whites and to native-born blacks, but which immigrant minori-
ties accepted maore readiy because their reference points were cven
poorer jobs in thew country of arigin {Moss and Tilly 2001, 1174£),
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Althoogh Moss and Tilly's study cannot assign proportions to the dif-
ferent [orces they idennfy. it 1s clear that the employment difficulties
of black males are more complex than sinply an issue of cogmbive
skills,

Summary

Employers do compiain abuut the difficulty of meeting their tabor needs
with the worktorce availahle ta them, but it is not clear if those concems
tocus more on workers' attitudes than on thewr cognitive skills, wor
whether that concermn applies @ many groups bevond young workers,
for whom many of the problems may in any case be transitory. Employ-
ers have few complants regarding the scarcity, expense. or skill levels
of workers with more than a ugh school educution, contrary 1o the pre-
cccupation of most of the labor economics liieraure on wage inequahty
growith, There 18 no consisient historical data against which 10 bench-
mark the current levels of expressed dissatisfaction among employers.

The wnereased rewards associated with edwcation and test scores sug-
gust human capital shortages, but they may also be a provy for other
institutional shifts, Test scores do not explain much of the unosaally
high levels of wage wmequality w the United States compared to conti-
nental Europe. The stability of U.S. inequality and educanen ditleren-
tials in the 1990 is also hard to reconcile with a simple supply and
demand story. given the absence of large incteases i the supply of hia-
man capital and 1he presumably sicady increase in demand as inturma-
tinn rechnology diffused funther in the workplace

Despite the mmereased returns to education in the last 20 years, the
experience of former wellare recipients shaws thers s room in the labor
market for large numbers of even very low-skilled workers, at lesst un-
der tavorable macroeconomic condimions, though the low wages in these
secondary-sector jobs remain 2 problem.

Conclusion

Firm conclusions about the
three problems. difficulties
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Conclusion

Firm conclusnions about the alleped skills mismateh are hampered by
three prablems: difficulties in ascertaining the job-reievani <kills work-
crs possess, an even mare stiking searcity of information on the skills
their johs require, and problems relating the two kinds of cvidence to
ong another. Both workers and emplovers have s certain flexibility in
the skills they can develop on the job or require tor a given job, which
means that flexible runpes of worker abihities can be matched w flex-
ible ranges of jobs in acrual labor markets, The avalable rescarch
results do not speak with onu voice. but certain conclusions <¢em rea-
somable,

There s little evidence of absolute declines in cogmitvg o hard sKills
in the Unied States, nor of generally poor performiance relative to othes
advinced industrtalized conminies, despite frequent extreme staternents
the contrary in popular and policy cireles. Testscore differences between
the Tlinted States und other industriahzed cauntrics are related o different
pauems of mmmigration and assimilation. which often reflect ULS, em-
ployer preferences tor lowe-skill, low-wage warkers, rather than a signifi-
cant skills gap. However, there s atso evidence ot decelerating growth of
human capital and of stabudity in cognitve test seores, Sinee skill de-
nands appaar to be gradually rising, lack of stronger growth in the sup-
ply of human capital may be o problem, but this cannot be known with-
cut beteer information than s currently avatlable on the actual level of job
skill requirements and whether they really push more jobs our of reach
for difterent subgroups at current wage rates 1o owen unclear how
much ol the purported shulls nusmatch problem 15 a shortage of cogmiive
skills rather than an expression of employer dissatsfaction with eftort
levels or work-related awtudes. and wherher any such problem extends

ar
Il
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beyond a wansitory stage of young adulthood andfor some fraction of
disadvantaged minorites,

As tor computer skills, research findings in the sklly mismatch bit-
erature do not sugeest these skalls are m particularly shoet supply, de-
spite the technology focus of much of this debate, nor is there evidence
of a general shonage of ather techmcal or high-level skills. Even claimy
of uccelerating demand for college praduates more generally do not reso-
nate with emplovers.

And in many cases, the lack of histonical data makes it impussible
o know whether recent levels of expressed dissatislaction are higher
than n the past.

A key question is whether policies to increase human capital are the
solutwsn 1o the problem of high wage inequality and low wages for some
groups. The goals of increasing achievement in elementary and second-
ary schooly and rasing postsecondary enrollment are worthy, bur the
pursunt of those goals has lended 10 generate heated debate over meth-
nds (vouchers, tor cxample, or high-stakes testing) and exaggeraed
claimis regarding the problenss with public schools and the expected
outcomes of proposed retarms.

Rasing everyone's absoluwe cognitive skills and work readmess will
not ncrease wages and decrease inequality if wages are determined by
the structure of jobs and one's relative position in the worker queue (Thurow
15755 An impheit view holds that increasing the supply ol skill will
satisfy pent-up demand or perhaps create its own demand. However, edu-
cation levels grew at an exceptional rate in the lawe 19605-70s and merely
depressed the college premivm. At exactly the time when upprecedented
numbers of highly cducated workers entered the workforce. the overali
wage level entered a 25-year penod of stagnation, ending an equaliy long
period of unprecedented growth between 1948 and 1972, Increasing lev-
2ls of human capital at the bottom is desrable for many reasons, but re-
cent changes in the wape structure may oot reflect human capital scarcy-
ties ay much as management sttategies. Wagey may be mone responsve
ta nstitntional refonns that more direetly affect compensation or eco-
nOmue ackviiy —measures such as maintaining the value of the minimum
Wage, union protections. and strong macroeconomic growlh—-than to
chunges i education or skill levels,

Finally, one way 1o answer some of the many guestions raised by
the skalls mismatch debane is to develep more detailed wnd standardized
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measures fur tracking wrends 1n job skill requirements, and (o apply these
measures consistently w representative samples of workers over ume In
order to understand exactly how work 15 changing. rather than trying to
infer changes from the very limited wformadion currently avalable.




