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Introduction
Last August, 185,000 members of the Teamsters union walked off their jobs at United Parcel
Service (UPS). This strike brought an important issue to the forefront of the media and into living
rooms all across this country-the controversy surrounding part-time jobs.
At UPS, tens of thousands of part-time workers were seeking full-time jobs. Many had been with
the company for over ten years in part-time status. More and more, it seems, American companies
are using part-time labor in place of full-time workers in their never-ending effort to drive down
costs. That, at least, is the public's perception. What is the truth? What are the real issues driving
this transition, if it indeed exists? And even if part-time employment is increasing, is it really a
problem?
The debate raises three critical issues, which this paper will attempt to address:
•

Is the percentage of part-time laborers in the workforce, in fact, increasing? If so, is it a
uniform increase, or are certain segments within the group increasing disproportionately?

•

Even more important than the actual number of part-time workers is the quality of their jobs.
How are part-timers compensated with respect to their full-time coworkers? Are there other
benefits besides compensation that are disparately provided to part- and full- time workers?

•

Finally, the entire situation is exacerbated by a lack of accurate data on the subject. Are the
definitions and surveys used by the Bureau of Labor Statistics, the agency tasked to collect data
and report on such subjects, adequate and/or appropriate?

Why do companies like part-timers so much?
Before we delve into the studies and attempt to determine what the true trends are, some
background information will be helpful. We must begin by understanding the significant
advantages for firms in utilizing part-time employees.
First of all, part-timers provide firms with a great deal of flexibility in scheduling. This is useful in
all organizations, but it is especially critical in operations that have a cyclical nature throughout the
workday. Examples of these would include call centers, grocery stores, and of course, overnight
delivery services. In fact, in the UPS negotiations, one of the union's complaints was that the
company is growing and adding jobs, but the new positions are all part-time. Management claims
that the reason all of the new jobs are part-time is that virtually all of the company's recent growth
has been in the cyclical overnight package segment, while its ground delivery volume has remained
stable.
The second big advantage of part-timers for companies is a dramatic reduction in labor costs. At
first, this seems somewhat counterintuitive--if a manager has eight hours of work to be done, he
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can pay one full-timer for all eight hours or two part-timers for four hours each. Theoretically,
there should be no savings-the direct labor time should cost the same, and, if anything, the
overhead should be reduced with the number of employees. Unfortunately, the theory is not
realized in practice. In the real world, the part-timers are paid considerably less in salary--about
half of the full-time wage, on average.1
In addition to salary itself, employers realize a tremendous savings in fringe benefits. The vast
majority of part-timers receive a reduced package of benefits-if they receive any benefits at allcompared to their full-time peers. A 1989 study of BLS data revealed that fewer than 25% of parttime workers received health care benefits, and less than 20% received life insurance!2 Moreover,
part-timers are often denied sick time, paid vacations and holidays, and their growth opportunities
at the company tend to be more limited.
Incidentally, in this regard, the UPS part-timers did not realize just how good they had it. Every
worker at UPS--whether full- or part-time--received the same, very extensive benefits package. All
of these workers were also offered stock options in the company. The only difference at UPS was
the salary. Consistent with the national average, UPS part-timers earned roughly half of the fulltime wage--$9.65 per hour versus $19.95 per hour.3 But even this $9.65 figure compares favorably
with the national average for all part-time workers, more than a quarter of whom earned the
minimum wage in 1984.4
Who are the part-timers, and how are they measured?
According to the Bureau of Labor Statistics, a part-time worker is anyone who works less than 35
hours at all jobs during the week of a particular survey. The monthly BLS survey, called the
Current Population Survey (CPS), places part-timers into one of two categories: (1) workers who
usually work part-time, and (2) workers who usually work full-time but who worked less than 35
hours during the survey week for one of the following reasons: slack work, material shortage, plant
or machine repair, new job started or job terminated during the survey week, or could not find a
full-time job.5
The first group is referred to as “voluntary part-time”; the second group is denoted “involuntary
part-time.” Unfortunately, there are several problems with these definitions. Most notably, there
seems to be the assumption that a full-timer who is short hours is “involuntary part-time,” but any
worker who is usually part-time must want that status. This, of course, is false. Thus, a third groupthose who usually work part-time (placing them in the first category) but who gave a reason in the
second category for being part-time-is counted and included in “involuntary part-time.”
In general, if we are concerned with the quality of jobs, it would seem to be more accurate to focus
on the usual hours worked rather than on the hours worked in the particular survey week. This
would give us information on the number and types of jobs that exist and that are being created. On
the other hand, the current method may be useful for tracking the number of hours workers are
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logging over time to identify trends in the length of the workweek. I would argue that the former is
more important.
Also, under the current measurement system, many workers transition from one group to the other
over time even though there is no change in their employment status. Specifically, workers who
were really full-time but whose hours were reduced below 35 in a survey week would show up as
new part-time workers. The Bureau of Labor Statistics corrected for this problem in 1986 by
dropping these workers from the calculation of the number of part-timers. This was an
improvement, but two problems remain: there is no corresponding adjustment made to the fulltime number, and the fact that the change was made relatively recently has made long-term,
longitudinal analysis infeasible until very recently.
Within the group identified as part-time, over 200%--some five million people--are involuntary
part-time. Below, I will discuss studies that have been conducted to determine whether this
segment is growing. But regardless of the results of these studies, the fact that millions of
American workers are forced to take part-time work when they are willing and able to work fulltime is a significant concern. Technically, this is a form of unemployment, and it should be
represented as such.
The final problem I will discuss with regard to BLS data is probably the most misleading. As
implied above, individuals who work 35 or more hours in a survey week are counted as full-time,
regardless of the number of jobs they must hold to accumulate those hours. In 1995, about 6.5
million workers held a part-time job but were counted as full-time because they worked more than
35 hours. The survey only counts these individuals once, thus the true number of part-time jobs is
not reflected in the number, and the total growth of part-time jobs is almost certainly understated.1

Most of the multiple jobholders have a full-time job as their primary job and supplement their
income with one or more part-time jobs. However, as Figure 1 shows, 31% of them--close to two
million workers--do not have at least one regular, full-time job. Recalling that the salary and
benefits for part-time workers are much lower than for full-time, this statistic becomes quite
important. Once again, BLS has responded by modifying the CPS in 1994. It is now possible to
identify workers who are classified as full-time but who actually have one or more part-time jobs.2
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At this writing, no long-term studies have been performed to compare the salaries, benefits, etc. of
these workers with those of the usually full-time workforce.
In summary, while a few individual companies are taking steps to take better care of their parttime workers, the general population will not be aware of the true magnitude of the problem and
the real issues involved until they are provided with accurate data.
The studies: Is part-time labor increasing?
Now that we have discussed the incentives for employers to use part-time employees and the
manner in which these workers are counted by BLS, let us turn to some of the most recently
published studies to determine what the actual trends are.
Larson and Ong test for a supply-demand imbalance
A 1994 study by Larson and Ong1 revealed that there is no significant increase in the overall parttime percentage between 1968 and 1989. In fact, overall part-time employment declined from 1983
through the end of that decade. More important, Larson and Ong focused on the understudied issue
of involuntary part-time employment. The data are presented in Figure 2, below.

While many previous studies focused on the demand side (i.e. the number and type of jobs
available for workers). Larson and Ong attempted to explain the supply side of the part-time labor
market. They theorized that the rate of involuntary part-time labor (IPT) was linked to:
unemployment rates (CUN), the proportion of the civilian population over age 16 enrolled in
college and high school (ENROLL), the proportion of the labor force in the service sector
(SERVICE), and the percentage of those unemployed not covered by unemployment insurance
(NOTUI). The SERVICE variable captures changes in demand due to the known increase of part-
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time positions in that sector. All of the other variables address supply side factors. They estimated
the relationship with the following equation:
IPT = b1 + b2CUN + b3ENROLL + b4SERVICE + b5NOTUI
I will not present the coefficients and t-statistics here, but let it suffice to say that all of the
variables proved significant at the 10 percent level, with the expected signs.
The results confirm that, during the 1980's, the reduction in enrollment combined with the growth
of service sector employment and reduced VI coverage led to an increase in involuntary part-time
employment. In general, Larson and Ong conclude that the increase in IPT is the result of an
"imbalance" between supply and demand for part-time workers.
Levenson tests for increasing trends over time.
A similar study was conducted by Levenson in 1996.1 Levenson chose to perform a longitudinal
analysis, using data for 1964 through 1993. (He chose this end date because of the significant
changes to the CPS in 1994 described earlier.) Like Larson and Ong, Levenson recognized that
there are demand- and supply-side factors, and he wanted to correct for the (demand) effects of the
business cycle. First, he tested for the presence of an increasing trend using:
PTRATEt = β0CONS + β1DUMYR + β2DUMYR*YEARt
where PTRATE is the part-time rate in year t, CONS is a constant, DUMYR is a dummy variable
for the period for which the trend is tested, and the final term is a period-specific trend. β2 measures
the presence of a trend in a given period, but only in sign and significance, not magnitude.
The top panel of Figure 3 shows the total part-time and its two components--voluntary and
involuntary, based on the pre-1986 CPS definitions. Labeled “CPS definition #1,” this panel
includes workers who usually work full-time. Compare Panel A to Panel B, where Levenson has
corrected for business cycle (demand-side) effects by removing the workers who usually work fulltime but who were part-time during the survey week. This makes Panel B, labeled “CPS definition
#2,” much less cyclical than Panel A.
Also notice that the total part-time, especially for the more accurate lower panel, is virtually
constant from 1975-1993. No statistically significant trend exists for that period (t-statistic = 0.64).
Levenson then goes on to discuss the involuntary part-time percentage. He correctly states that
conclusions about trends in the rate of involuntary part-time employment depend critically on the
chosen starting and ending dates. This is due to the highly cyclical nature of this component. Using
the most recent data, 1984-1993, Levenson shows that no upward trend has occurred in either
voluntary or involuntary part-time labor, even after adjusting for business cycle effects. Levenson's
charts appear in Figures 4 and 5 and are explained in detail below left.
Figure 4 shows the part-time percentages by gender. The significance of any differences between
the two genders is outside the scope of this discussion, although one can certainly notice the
differing trends. I simply use Levenson's charts to lead the reader to Levenson's ultimate
conclusion.
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First observe that Figure 4 uses the revised CPS definition of part-time. Thus, it presents the same
data as Panel B of Figure 3, but broken down by gender. The real insight comes from comparing
Panels A and B, respectively, of Figures 4 and 5. Figure 5 includes a correction for the
unemployment rate. Lev- enson used a slightly different method here than in Figure 3, but the
effect is the same-to correct for the business cycle. And the startling result is that, for both genders,
both total part-time and involuntary part-time are virtually flat.
Levenson does find a statistically significant--and permanent--upward shift in involuntary part-time
during the recession of 1982-1984. Since IPT has historically increased during recessions, it is
curious that this particular increase did not subside. Unfortunately, the answer to that question lay
outside the scope of Levenson's study.
What do the studies tell us?
My conclusions from the studies presented above and my additional research are the following:
There is certainly evidence of a gradual, statistically significant increase in total part-time labor
from the mid-1960s through the early 1990s. However, most of the actual increase had peaked out
by about 1975, and when business cycle effects are removed, the overall rate has been essentially
stable for the last two decades.
Perhaps the most important segment of the part-time workforce is the involuntary component. With
regard to that group, the results are very much the same. There has been gradual, long-term growth,
but the figures have been quite stable over the past two decades. The one exception to this is the
statistically significant jump between 1982 and 1984. This increase remains, even when demandside factors are corrected for.
Unfortunately, neither of these studies has analyzed data from the past five years. However, I think
it is reasonable to speculate that the trends of the most recent two decades that were analyzed
would persist through the mid-1990s. Therefore, I conclude that, despite the conventional wisdom
to the contrary. total part-time and involuntary part-time are not increasing wildly.
That notwithstanding, I maintain that a problem exists. It is not the number of part-time workersnor even the growth of that number-but the quality of their jobs that is the concern.
Are all part-time jobs “bad”?
Earlier, I discussed many of the ways that part-time workers are "penalized" vis-8-vis their fulltime counterparts. There also seems to be a stigma associated with part-time workers by their
managers and even their peers. A 1992 survey of managers, union officials and workers from a
variety of industries confirmed that many of these individuals believe part-time workers have less
experience, fewer abilities, lower work standards, less loyalty to the company, and worse problems
with absenteeism. 1
To address this perception, Enz and Inman conducted another study in 1995.2 This study used a
survey instrument and multivariate analysis of covariance to compare full- and part-time workers
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in several attributes. The attributes measured were Acceptance of company beliefs, Work ethic,
Competence, Operations value-sharing, and Absenteeism.
I have some reservation about the validity of this study, because it relies on surveys rather than
company records for such objective criteria as absenteeism and competence. However, it seems a
reasonable tool for revealing any significant differences in the general characteristics of these two
types of workers. The study concludes that there is no significant difference between full- and parttime workers in the measured attributes.
But if part-time workers are equivalent to full-timers in these important attributes, why are they
perceived as-and compensated as-second-class citizens? I believe it may be a case of self-fulfilling
prophecy, and the chicken-and-egg question as to which came first may never be answered.
But regardless of which came first, companies can break the cycle by instituting equitable
compensation policies for all of their employees. When part-time employees are paid on par with
their full-time peers, including benefits, they will feel like equal members of the team, and their
employers should see marked improvements in things like employee turnover. Starbucks', the
power coffee retailer provides an excellent case study in this regard.
The Starbucks’ case, or “How to perk up your part-timers”
Starbucks' has 15,000 employees, 12,000 of whom are part-time. In order to attract and retain
excellent employees-and keep them excited about their jobs-Starbucks' offers an extremely
generous compensation package. Anyone who works at least 20 hours per week is eligible for
health insurance, with the company picking up the tab for 75% of the premiums. Other benefits
available to both full- and part-time “partners” (as they are referred to) include paid vacation and
sick leave, stock options, and a 401 k plan.
What has been the result of all this largesse? The company continues to grow at an extremely
healthy rate. Net income for 1996 was $42 million on revenues of $696 million, up from $26
million and $465 million in 1995. And one of the most important measures of success in the retail
business, same store sales, has risen at a steady 9% per year. At this writing, all of the analysts give
Starbucks' stock (Nasdaq: SBUX) a “strong buy” recommendation.
This performance implies that it is possible to take good care of part-time employees--indeed, all
employees--and still succeed financially. But some of the “intangible” benefits are the real drivers
behind the financial performance. For example, employee turnover in the retail industry can
average anywhere from 100 to 400 percent. Starbucks' averages about 55 percent. Considering that
it costs approximately $1,700 to replace a single worker in this industry,1 this reduction is a real
competitive advantage. And that is to say nothing of the importance of having a happy workforce.
Consider the case of Heather Dimbat, a senior at the University of Washington. She has been
working behind the counter at Starbucks' for four years, and she recently signed up for the
company's health insurance plan when her parents' plan would no longer cover her. She is thrilled
that she was able to obtain this coverage for only $14 per month, especially the dental coverage.
Heather has also benefited from the generous bonuses Starbucks' pays its partners for finding new
recruits. Of course, she says it's easy for her, since the compensation package is so good. But they'll
lose her soon when she graduates, right? Wrong! Heather is so enamored of the company, she plans
to enter its management training program after she receives her degree.
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Why do part-timers like part-time so much?
At the beginning of this paper, I mentioned some of the reasons why employers like part-time
employment so much. Equally important is the fact that millions of Americans also love the idea of
part-time work. In addition to the 80% of current part-timers who are happy to be part time, an
equal number (about four million) of full-time employees would like to work shorter hours.
Students, young parents and retirees often appreciate the reduced hours and flexibility of part- time
work. Unfortunately, many of these workers are locked into their full-time jobs, because they
cannot afford to lose the high salary and especially the benefits.
Thus, in addition to the advantages brought out in the Starbucks' case (increased motivation and
productivity and reduced turnover of part-timers), there is another important advantage in offering
“good” part-time jobs. Many full-time workers ultimately leave the workforce entirely for personal
reasons such as child-rearing, further education, or partial retirement. These workers often
conclude that if they give up their full-time wage rate and benefits, they might as well not work at
all. But many of these employees could be retained if they were simply to be offered reduced hours
at their current salary and benefit level.
Conclusion
The first question I posed in the introduction asked whether part-time employment has, in fact,
been increasing. The studies that are presented and discussed above all concur that there has been a
very slight, long-term increase from the mid-1960s. However, in the last two decades, both total
and involuntary part-time were shown to have been stable. This is an important discovery, because
it demonstrates the ease with which the American public can be manipulated by statistics when
those statistics are not analyzed and presented accurately.
There is a related issue, but it is outside the scope of this paper. That concerns the possibility of an
increase in a different category of labor-temporary labor. Many economists have speculated that
public concern is actually directed at the rise of temporary labor, but it erroneously ends up
targeting the part-time segment due to ignorance of the distinctions.
Since we conclude that part-time labor is not increasing, I move to the next question posed in the
introduction--how are part-timers compensated? I discussed the disparities that exist in terms of
salary, benefits, promotion opportunities, and even perception among peers and managers. There is
clearly a tendency to “penalize” workers for being part-time.
But I also explained why part-timers can be so useful for employers. Taking into account only the
flexibility part--and not the cost savings through lower wages and reduced benefits--it still makes
sense for firms to seek out part-time employees. This point is further supported by the evidence that
there are, indeed, millions who want to work part-time. However, companies are wasting millions
of dollars in recruiting and training, because employees will not stay in a lousy part-time job--even
if it offers them needed flexibility.
The answer is for companies to make the part-time jobs as desirable as the full-time ones by
offering equal pay, full benefits--or at least pro-rated benefits, based on hours worked--and other
perks, comparable to those that full-time workers receive. In fact, there is no ethical or business
justification for paying two employees at different rates for performing the exact same job.
The last question posed in the introduction addressed the measurement system. I have explained
some of the deficiencies in the current CP8, in addition to some of the fixes that have already been
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implemented. The important thing is for the measurement system to accurately capture the real
situation in the labor market.
This means that we should have a count of the total number of jobs available, not just the number
of people holding jobs. Workers who cannot find the type of employment they want, for any reason
(part-timers who want full-time work, or vice versa) need to be reported as well. And most
important, we cannot continue to use the 35 hours per week cutoff as the definition of full-time
work. Many Americans hold down two or three different, low paying, part-time positions just to
make ends meet. Until recently, the CPS saw this as any other full-time worker. Despite the
correction in 1994, the 35-hour definition remains.
Finally, if and when the BLS makes some of these changes, I look forward to seeing additional
studies, especially by the economists I have cited. It is important for us to have sound, qualitative
analysis of the raw data in order to make informed, effective decisions about our workforce.
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