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This article considers whether two commonly used sources of infor-
mation on employer tenure, the Panel Study of Income Dynamics
and the Current Population Survey, yield systematically different
trends in employer tenure. Little evidence of a discrepancy between
the data sets in the 1980s or 1990s is found when comparable
samples, variable definitions, and time frames are used. Neither data
set shows a significant trend in the share of workers with 1 year or
less of tenure, while both data sets show an increase in the fraction of
men with less than 10 years of tenure starting in the late 1980s.
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The degree of job stability in the U.S. economy is of substantial concern
among workers and policy makers and has important implications for a
variety of economic applications. Documenting trends in job stability
over the past 25 years has become a controversial exercise, however. Press
reports continue to emphasize deteriorating job stability, while support
for this assertion from empirical economic studies has been limited. One
reason for continuing ambiguity in the literature concerning trends in job
stability is an apparent sensitivity of empirical results to the specific data
source used. While results that differ across presumably representative
and widely used data sets are always a matter of concern to empirical
researchers, the enormous attention recently paid to job stability makes
resolution of this issue of more than methodological interest. This article
aims to resolve one area of ambiguity by examining whether the Panel
Study of Income Dynamics (PSID) and the Current Population Survey
(CPS) yield systematically different results with respect to comparable
measures of employer tenure.

The suspicion that different data lead to different conclusions about
trends in job stability arises both from a review of the growing literature
on this topic, as well as from specific references within that literature.
Several PSID-based studies report an increase in job mobility since the
1970s, while most CPS-based work finds no overall trend through the late
1980s. Marcotte (1995) and Gottschalk and Moffitt (1994), in particular,
note that the conclusions of studies based on the PSID seem to differ
systematically from those using the CPS. Examination of the conclusions
of other studies in this area supports the notion that a relationship exists
between findings and the data used. Despite this pattern, there has been
no attempt to produce a directly comparable set of results between the
PSID and CPS." It is not possible, moreover, to reconcile the inconsis-
tencies solely with reference to existing research. The available studies use
different measures of job stability, have different sample coverage, and
focus on several different time periods, all of which make it difficult to
judge whether the different conclusions can be explained by the specific
details of each study. Because panel data such as the PSID are often
necessary to answer questions relating to the consequences of job insta-
bility, it is important to know whether the PSID can produce results
consistent with the CPS when changes to the survey are handled appro-
priately.

Our results suggest that, during the 1980s and 1990s, the two data sets
produce similar measures of the level of and trends in employer tenure.

! Stewart (1997) uses the CPS March supplements and explicitly compares his
results to those of Farber (1995) and Marcotte (1996). His results are quite similar
to those of Farber (who uses the CPS tenure supplement) but not very similar to
those of Marcotte (who uses the PSID).
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We find little evidence in either data set of a reduction in the share of
workers with employer tenure of 1 year or less between 1983 and 1996.
We find, however, an increase in the share of workers with tenure of less
than 10 years between 1983 and 1996, concentrated among older male
workers toward the end of the period.

Including the 1970s in our analysis produces greater differences in
trends across the two data sets. In the 1970s, the incidence of low tenure
in the PSID is generally smaller than in the CPS. We argue that this is
probably the result of changes in the CPS question following the 1981
survey that may have caused low tenure rates in the 1970s to be overstated
relative to those in the 1980s. Evidence from similar question changes in
early years of the PSID is quite consistent with this hypothesis.

Our primary focus in this article is on cross-sectional tabulations of the
fraction of workers with employer tenure below a fixed cutoff of either 1
year or 10 years. This focus is motivated by our desire to have the
simplest possible measures of workers’ attachment to an employer that
will be directly comparable across the two data sets. One drawback of
focusing on these aspects of the tenure distribution is that they do not
directly measure “job stability.” In particular, the fraction of individuals
with tenure below a fixed cutoff will be sensitive to changes in the flows
of workers into employment from out of the labor force or unemploy-
ment. An increase in the rate at which individuals move from not working
to working would increase the fraction of workers with low tenure but
would not necessarily indicate a change in the degree of job stability. This
distinction between the changes over time in the distribution of employer
tenure and in the probability of remaining with a given employer is, in
principle, an important one. We find; however, that trends in these simple
measures of employer tenure are not sensitive to conditioning on em-
ployment in a previous year or to other variations in the exact measures used.

I. Existing Literature on Trends in Job Stability

To clarify the degree to which the data source used is related to
observed trends in job stability, we begin by summarizing a number of
recent studies of job stability and tenure. Among studies using the tenure
data from the CPS, Farber (1995) finds that there was no overall change
in the distribution of job duration between 1973 and 1993. He does,
however, find evidence of a reduction in job duration among less edu-
cated men, particularly those with less than a high school education. The
results presented by Diebold, Neumark, and Polsky (1996, 1997), who
also use the CPS tenure data, are generally consistent with these findings
of little or no change in job stability. Diebold et al. report a small
reduction in 4-year job retention rates for men from 1983 through 1991
of just over 2 percentage points after controlling for the business cycle.
Between 1973 and 1991, a sample period more comparable to Farber’s,
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Diebold et al. find a small increase in the 10-year job retention rate for
men, although the change is essentially zero after controlling for the
business cycle.? Stewart (1997) employs data from the March CPS to
calculate job mobility rates and also finds little overall change in job
mobility among men.

Results from several PSID-based studies present a different pattern,
however. Marcotte (1996) finds reductions in 1-year job retention rates
for men between the periods 1976-78 and 1985-88 of just over 2 per-
centage points. While the estimated overall change in this study is rela-
tively modest, Marcotte reports very large increases in mobility for
several demographic groups, including blacks and young workers. Two
other studies using the PSID have also suggested declining job stability.
Rose (1995) reports that the proportion of workers with “strong employ-
ment stability,” defined as having changed employers no more than once
in a decade, fell both overall and for a variety of subgroups from the 1970s
to the 1980s.> A similar finding of a possible increase in rates of job
changing during the late 1980s is reported in Gottschalk and Moffitt
(1994). While job changing is not the primary focus of their study, they
do report an increase in rates of job turnover from the 1970s to the 1980s
in the PSID, although they immediately note that such an increase “is in
contrast to tabulations based on the January CPS” (p. 241).

Also using the PSID, Polsky (1999) reaches substantially different
conclusions. His point estimates of the change between the periods
1976—-81 and 198691 in the probability of job separation are generally 1
percentage point or less and are statistically significant and positive only
for workers in service occupations. Polsky identifies changes over time in
the “reason for job change” question as a potentially important reason for
some of the earlier findings of increased turnover in the PSID.* Changes
in the questionnaire skip pattern and question wording in the 198487
surveys make the responses to this question inconsistent over time. From
1984 through 1987, the “reason for job change” question was asked of all
respondents who reported that their current job started after January of

2 Swinnerton and Wial (1995, 1996) did find a reduction in retention rates using
the CPS data, but a revision of their findings in response to comments by Diebold
et al. (1996) tempers their estimated change in retention rates. Remaining differ-
ences between the findings of Swinnerton and Wial and those of Diebold et al.
appear to be related to how the authors weight the CPS data to account for
nonresponse to the tenure question.

*> Diebold et al. (1997) present evidence that Rose’s findings are largely driven
by his use of the “reason for job change” question in the PSID, which changed in
important ways during the mid-1980s. We discuss this issue below.

+ Evidence on the extent of this problem is documented in Diebold et al. (1997)
in their replication of the results of Rose (1995).
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the previous year, rather than within the past 12 months as in prior years.’
This artificially inflates the job-changing rates based on this question for
these 4 years. Polsky argues that the discrepancy between his work and
the findings of some other PSID-based studies can be attributed to earlier
work’s failure to take account of the change in the “reason for job
change” question.

A final set of papers on job stability that deserves some mention here
is that focusing exclusively on involuntary job changes, as opposed to all
job changes or low tenure. The findings in this literature are somewhat
more consistent across different data sets. Boisjoly, Duncan, and Smeed-
ing (1998), for example, find an increase between the 1970s and early
1990s in the probability of job displacement, or involuntary job changes
using PSID data. Similarly, Farber (1997) uses the Displaced Workers
Survey (a supplement to the main CPS survey) and finds a similar increase
in displacement rates from the early 1980s through the mid-1990s. This
finding of increased rates of involuntary job changes could be consistent
with either no overall change in the distribution of employer tenure
implied by several CPS studies (if there were an offsetting decrease in
voluntary employer changes) or with increases in the total number of
employer transitions suggested by some of the PSID studies.

Overall, our reading of the literature on job stability (considering both
voluntary and involuntary employer changes) points to many discrepan-
cies across data sets and, to a lesser extent, across studies using the same
data set. We next attempt to resolve some of these discrepancies and to
understand how they have arisen. Specifically, we consider whether elim-
inating differences in sample composition, measures of job stability, and
time periods also eliminates differences in the measured trends in the

PSID and CPS.

II. Data and Sample Construction

In both data sets we restrict our samples to include heads of household
and their spouses, between the ages of 20 and 59, who are employed but
not self-employed at the time of the survey. The restriction to household
heads and spouses is driven by data limitations in the PSID; we attempt
to generate a comparable CPS sample by including “reference persons”
and their spouses.® Information on job tenure for persons other than
household heads and wives is not available in the PSID, and for wives it

®> Those who have changed positions within the past 12 months, or since the
beginning of the previous calendar year, are asked, “What happened to the job
you had before— did the company go out of business, were you laid off, pro-
moted, were you not working, or what?”

¢ Most of the previous CPS studies have not been limited to reference persons
and their spouses. Calculation of low-tenure probabilities in the CPS including



