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Abstract

A disproportionate share of low-skilled U.S. workers is employed by temporary-help firms. These
firms offer rapid entry into paid employment, but temporary-help jobs are typically brief and it is
unknown whether they foster longer-term employment. We exploit a unique aspect of the city of
Detroit’s welfare-to-work program, in which one in five jobs taken is obtained with a temporaryhelp firm, to identify the effects of temporary-help jobs on the subsequent labor market
advancement of low-skilled workers. Welfare participants are assigned on a rotating basis to one
of numerous program providers that have substantially different placement rates into temporaryhelp and regular (‘direct-hire’) jobs but offer otherwise standardized services. This gives rise to
variation in job-taking rates that is functionally equivalent to random assignment. Using provider
assignments as instrumental variables, we find that temporary-help job placements yield
significant short-term earnings gains, but these gains are offset by lower earnings and less
frequent employment over the next one to two years. Job placements with direct-hire employers,
by contrast, substantially raise earnings over one, two, and three years following placement. The
primary observable difference between these types of job placements is their effect on
subsequent employment stability. Direct-hire placements roughly double the probability of
ongoing employment in each of the first eight quarters following program assignment while
temporary help placements only positively affect the probability of ongoing employment for two
quarters and do not facilitate transitions to direct-hire jobs. These results qualify the interpretation
of a large experimental literature documenting the benefits of job placement services for labor
market outcomes of low-skilled workers. We find that the benefits of job placements derive
entirely from direct-hire jobs; placing low-skilled workers in temporary-help jobs is no more
effective than providing no job placements at all.

