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The U.S. labor force is projected to reach 162.1 million in 2014, an increase of nearly 15 million from the size of the labor force in 2004.1 This increase represents an annual growth rate of 1.0 percent, which is 0.2 percentage point lower than the annual growth rate of the previous decade, 1994-2004. The growth of the labor force is the result of simultaneous changes in the civilian noninstitutional population and the labor force participation rates of the various age, sex, race, and ethnic groups.2 During the 2004-14 period, the growth of the labor force will be due entirely to population growth, as the overall labor force participation rate is expected to decrease slightly from the 2004 level The labor force in the next 10 years will be affected by the aging of the baby-boom cohort, those born between 1946 and 1964. This age group will be between 50 and 68 years old in 2014 and is expected to show significant growth over the 2004-14 period, as it did from 2002 to 2012. The labor force will continue to age, with the annual growth rate of the 55-and-older group projected to be 4.1 percent, 4 times the rate of growth of the overall labor force. By contrast, the annual growth rate of the 25-to-54-year age group will be 0.3 percent, and that of the young age group consisting of 16-to-24-year-olds will be essentially flat. The women’s labor force is expected to grow at an annual rate of 1.0 percent during the 2004-14 projection period. This rate is slower than the group’s growth rate in the previous decade. Still, during the 2004-14 time frame, the women’s labor force will increase at a slightly faster rate than that of men, whose labor force participation is projected to grow at an annual rate of 0.9 percent. Men’s share of the labor force is expected to decrease from 53.6 percent to 53.2 in 2014. By contrast, the women’s share is projected to increase from 46.4 percent in 2004 to 46.8 percent in 2014. Every 2 years, the Bureau of Labor Statistics projects labor force levels for the coming decade. The projections in this article are for the 2004-14 period and are based on the assumption that a long-term, full-employment economy in which labor markets clear will prevail. In order to carry out these projections, the labor force participation rates are analyzed and projected for 136 different groups, including the 2 sexes, 17 age groups, and 4 race and ethnicity categories. The basis of these estimations are labor force participation trends, as well as the behavior of each of these detailed categories in the past, according to data provided by the BLS Current
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Population Survey (CPS) program. By multiplying the projected labor force participation rates of each group by the Census Bureau’s corresponding projected population, the labor supply for each category and for the economy as a whole are projected. Population growth and changes in participation rates are the main determinants of the growth of the labor force. The Bureau’s main role in labor force projections is to estimate future participation rates. Population Determining factors: total resident population. The labor force projections of the Bureau of Labor Statistics are based on the population projections of the Census Bureau. Every 2 years, the Census Bureau provides the Bureau of Labor Statistics with a projection of the resident population of the United States. The Census Bureau’s population projections are based on alternative assumptions regarding future fertility, life expectancy, and net international migration. The Census Bureau projects the resident population of the United States by age, sex, race, and Hispanic origin. For these projections to be used as the basis for BLS labor force projections, several tasks have to be performed. First, the number of youths 0-15 years of age in the population has to be subtracted from the resident population to find the population older than 16 years. Second, the number of people in the Armed Forces by age, sex, race, and ethnicity must be subtracted from the result of step 1 to obtain an estimate of the civilian population. The institutional population must then be subtracted from the civilian population to measure the civilian noninstitutional population in each of the various categories. The civilian noninstitutional population was 223.4 million in 2004. The Bureau expects that, during the 2004-2014 period, the growth rate of the civilian noninstitutional population will slow to 1.0 percent, so that the projected civilian noninstitutional population will be 247.2 million in 2014. The group aged 16 to 24 years represented 16.3 percent of the civilian noninstitutional population in 2004 and will represent 15.2 percent of that population in 2014. The primeaged group’s (25 to 54 years) share was 55.3 percent of the civilian noninstitutional population in 2004 and is projected to decrease to 51.1 percent in 2014. The highest growth rate in this age category is the 1.0 percent projected



for 25- to 34-year-olds, a group that contains the age cohorts of the “baby-boomer echoes.” The segment of the civilian noninstitutional population aged 55 years and older increased its relative share from 26.2 percent in 1994 to 28.4 percent in 2004. This group is projected to attain about a 34-percent share in 2014. The fastestgrowing age group in this category is those 65 to 74 years, with a 3.5-percent annual growth rate; this group is followed by those 55 to 64 years of age, with a comparable 3.1-percent annual growth rate. In 2014, baby boomers will be in the 50-to-68-year-old age group, increasing the growth of the civilian noninstitutional population in these age categories. Labor force participation Different forces at work. Economists generally view the labor force participation rate as one of the key indicators of the state of the labor market and an important input into the economy’s potential for creating goods and services. The projection of the labor force participation rate is based on historical CPS annual averages of the labor force participation rates by age, sex, race, and ethnicity. Each age, sex, race, and ethnic group exhibits different socioeconomic trends and thus different labor force participation rates. The time series for all these various groups are smoothed and the trends extrapolated. The final overall participation rate is then the weighted average of the varying participation rates of the different sex, age, race, and ethnic groups. The weights are the populations of each group. Demographic/ compositional change. The demographic composition of a population reflects the share of men and women and the different age, race, and ethnic groups within that population. Since the second decade of the 1900s, several population-related events have occurred in the United States with a long-lasting impact on future labor markets. The events in question are as follows: · “Birth dearth” of the late 1920s and 1930s. · “Baby boom,” population born between 1946 and 1964. · “Baby bust,” population born between 1965 and 1976. · “Baby-boom echo,” population born between 1976 and 2000.
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A prime example of a demographic change affecting the labor force participation rate is the aging of the baby-boom generation. In 2000, baby boomers were aged 36 to 54 years and were in the group with the highest participation rates: the prime-aged group 25 to 54 years old. The participation rate in that year was 84.5 percent. The participation rate of the next-older age group, that 55 years and older, was 34.5 percent, so the difference between the two age groups was 50 percentage points. With the passage of every year after 2000, a segment of the babyboomer population passes into the 55-years-andolder age group and thus moves from a group with a high participation rate in the labor force to an age category with a much lower participation rate, causing the overall participation rate to decrease. The U.S. labor market is currently experiencing the negative demographic compositional effect wherein the population moves from an age group with a higher participation rate to an age group with a lower participation rate. In contrast, a positive demographic compositional effect was experienced in the 1970s when baby boomers were increasingly joining the prime-aged workforce and causing an increase in the labor force participation rate. Meanwhile, during the 2004-14 timeframe, the baby-bust population will be in the primeaged work group, with very high participation rates. However, because the baby-bust cohorts are much smaller than those of the baby boomers, their numbers applied to their respective labor force participation rates will not be able to compensate for the large cohorts of baby boomers leaving the prime-aged group and moving into a group with much lower participation rates. The result is a decrease in the overall labor force participation rate and a slower rate of growth of the labor force. Structural change. Long-term changes in tastes, preferences, and educational attainment, as well as technological changes, among others, cause the economy to create or eliminate certain skills, industries, and occupations, leading to structural change in the economy. The increase in school attendance in the past couple of decades can be considered a structural change with a permanent impact on the labor market. During that period, young people increased their school attendance and decided to stay in school longer, in effect making a capital investment in



themselves for a higher return on their education throughout their lives. During the past several decades, the number of students enrolled in high school, college, and summer school has increased, resulting in a decline in the overall labor force participation rate of youths, especially those 16 to 19 years. According to research by the Bureau of Labor Statistics, more of the workforce in the 16- to 24year-old age group reported going to school as one of the main reasons for their nonparticipation in the labor force in 2001 than their counterparts had reported a decade earlier.3 In addition to rising school enrollment, decreases in the labor force participation rates for both students and non-students contributed to the overall decline in teen labor force participation.4 Another structural change that has taken place in the labor market is the narrowing of the gap between women’s participation rates at all age levels and men’s rates at those same levels. Historically, structural changes have been more important than cyclical changes to the labor force 55 years and older. The continued trend in “early retirements” of the 55-and-older workforce is another structural change facing the U.S. economy. This phenomenon affects the overall labor force participation rate in a negative way, especially at a time when the early cohorts of the baby boomers have already passed into this age group and are near to retiring in vast numbers. However, the older workforce also has experienced increasing labor force participation rates since the late 1980s, an increase that has continued even during economic downturns, suggesting that the phenomenon may be due more to the impact of a long-term structural change than to a short-term cyclical one. Cyclical change. Cyclical changes are changes that happen in response to business cycles and are generally short term. Cyclical factors such as economic expansions and recessions cause short-term changes in the overall labor force participation rates. Usually, the rates increase during expansions and decline during economic downturns. Historically, cyclical factors have had the greatest impact on the labor force participation of the young. The youth labor force is particularly vulnerable during recessions; youths are usually the first to be fired and the last to be hired. During economic downturns and weak job markets, this group tends to stay in school longer, experiencing a lower labor force participation rate. The prime-aged workforce is
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least sensitive to economic downturns, because its members are already firmly established in the labor market. By contrast, like the youth labor force, the 55-years-and-older workforce is more sensitive to cyclical changes. Clearly, then, a combination of demographic, structural, and cyclical factors has affected the overall labor force participation rate, as well as the participation rates of the different age, race, sex, and ethnic groups, in the past. Determining factors: labor force participation. During the 1990s, the U.S. economy experienced strong growth in gross domestic product and productivity. Meanwhile, the aggregate labor force participation rate, which reached a plateau at 67.1 percent over the 1997-2000 period, has exhibited a gradual decline that seems to be continuing. Registering 66.8 percent in 2001, the rate continued its gradual slide, decreasing to 66.6 percent in 2002, 66.2 percent in 2003, and, finally, 66.0 percent in 2004. The Bureau of Labor Statistics projects that the overall participation rate will decrease slightly, to 65.6 percent, in 2014. Age: youths 16 to 24 years. The youth labor market consists of the teenage group aged 16 to 19 years and young adults aged 20 to 24 years. Historically, the two groups have exhibited different labor force participation rates. The difference is partially explained by the differing shares of students and nonstudents in the two age groups. Students are less likely to participate in the labor force, so increases in school attendance at the secondary school and college level cause decreases in the participation of youth in the labor force. In the projected decline of overall labor force participation during the 2004-14 period, the continuing downward slope of the participation of the 16- to 19-year-old age group--for both sexes, but especially for men--is an important factor. Age: prime-aged workers 25 to 54 years. Of all the age groups, the prime-aged workers have the strongest ties to the labor market. The participation rate for this group was 83.4 percent in 1994 and 82.8 percent in 2004 and is projected to be at 83.5 percent in 2014. The labor force participation of women increased drastically in the 1970s and 1980s. An array of social, economic, and demographic changes helped push women’s participation rates to record levels. However, during the same



timeframe, the men’s labor force participation rate for this age group declined. Despite the decreasing participation of men, the increase in the labor force participation of women pushed the overall labor force participation rate upward. In the 1990s, the participation rate for men continued to fall, while the rate for women continued to rise steadily, such that the aggregate labor force grew to its highest level ever. Both men and women are responsible for the rise in the overall labor force participation rate. The participation rate of 25- to 54-year-old men is projected to increase slightly from its 2004 level of 90.5 percent, to reach 90.9 percent in 2014. The participation rate of women in the same age group, which was at 75.3 percent in 2004, is projected to increase to 76.3 percent in 2014. The baby boomers have been the main factor responsible for keeping the prime-aged group’s participation rates strong and steady. In 2000, approximately 78 million baby boomers were in the prime-aged group, the oldest 54 years and the youngest 36 years. Age: workers 55 years and older. The labor force participation rate declines sharply once the population reaches the 55-years-and-older age groups. The participation rate of the older workforce is approximately half that of the prime-aged workers. Nevertheless, since the mid-1980s, the labor force participation rates of the older age groups have consistently increased, and they also are projected to increase in the 2004-14 period. The participation rate of men 55 years and older stood at 43.2 percent in 2004, an increase of 5.4 percentage points over the 1994 figure. This group’s rate is expected to increase to 46.3 percent in 2014. The participation rate of women 55 years and older, 24.0 percent in 1994, reached 30.5 percent in 2004. The Bureau projects that, in 2014, the rate of this group will have increased by another 6.3 percentage points, to reach 36.8 percent. The baby boomers’ exit from the prime-aged workforce (with the highest participation rates) into the 55-years-and-older age groups (with much lower participation rates) will ultimately lower the overall labor force participation rate, leading to a slowdown in the growth of the labor force. However, the projected increases in the participation rates of the older workforce during the next decade, coupled with the sheer size of the group, might partially offset the decrease in the overall participation rate.
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The willingness of the 55-years-and-older age group to participate in the labor force in the future or to retire is a multidimensional decision. Factors relevant to a mature person’s decision to retire or to continue working include the individual’s health, retirement income, pensions, savings, and amount of Social Security expected. In 2000, the normal retirement age for receiving the maximum Social Security benefit was raised, and the size of the benefit was lowered for each month a recipient is younger than the designated retirement age. Thus, since 2000, workers must decide either to continue working or to retire earlier with lower benefits. The increase in the designated retirement age is one factor leading to the rise in the labor force participation rates of the older age groups. One of the most important factors in the increase in the labor force participation rate of older workers has been governmental policies and legislation aimed at eliminating mandatory retirement and outlawing age discrimination in the workplace. In addition, the removal of age restrictions and taxes on the work of older individuals in 2000 further caused the labor force participation rate of this group to increase. Yet another factor is that higher income individuals may have more motivation to remain in the labor force, because their opportunity cost of retiring is greater than that of workers who earn a lower income. The projected labor force The labor force experienced its strongest growth in the 1984-94 period, with a 1.4-percent annual growth rate, mainly the result of a significant expansion of the overall participation rate. However, the growth of the labor force has declined with each consecutive decade, decreasing to 1.2 percent during the 1994-2004 timeframe. From 2004 to 2014, the various age, sex, race, and ethnic groups will experience different rates of change both in their populations and in their labor force participation rates, leading to changes in the composition of the labor force. The Bureau projects that, during the 2004-14 period, as a result of the gradual decrease in the labor force participation rate, the growth rate of the labor force will slow to 1.0 percent, the same as the growth rate of the popualtion. Looking at the labor force by age. The youth labor force, which consisted of nearly 24 million people in 1984, experienced a considerable drop of 9.9 percentage points and decreased to 21.6



million in 1994. Then, between 1994 and 2004, the group grew by 3.0 percentage points, increasing to 22.3 million. The Bureau projects that, by 2014, the youth labor force will remain about the same in numbers, settling out at 22.2 million that year. The prime-aged labor force was 74.6 million in 1984 and 93.9 million in 1994, an increase of more than 19 million between those years. In 2004, this age group reached 102.2 million, an increase of nearly 9 million. The Bureau projects that, by 2014, the labor force of 25- to 54-yearolds will increase by a further 3.5 million, to 105.6 million. The labor force of those aged 25 to 34 years dropped by 2.1 million from 1994 to 2004. This age group is in the baby-bust cohort of the population and will further decrease the labor force of the 35- to 44-year age group during the 2004-14 period. The 25- to 34-year age group is expected to increase by 4.5 million from 2004 to 2014 and will reach nearly 37 million in the latter year. During the 1984–94 period, the 35- to 44-year age group increased by more than 10 million. Over the next 10 years, the 45- to 54year age group also increased its labor force population by 9.4 million. The huge labor force tide in these categories is once again a result of the baby-boom generation, which increases the size of the labor force whichever age category it ends up in. During the 2004-14 timeframe, the 45- to 54year age group, made up of the younger baby boomers, is expected to increase at a slower rate than it once did. The annual growth rate of the 55-years-andolder group is projected to be nearly 4 times that of the overall labor force. This age group is anticipated to grow by 11.3 million during the 2004-14 period, the fastest growth among all age groups. Within the group, the 55- to 64-year-olds are expected to add 7.6 million to the labor force, exhibiting an annual growth rate of 3.6 percent. The 65- to 74-year-olds are expected to grow at an annual growth rate of 5.7 percent and reach nearly 7 million in 2014. Implications of an aging labor force Median age: Populations age when their life expectancies increase or their fertility rates decrease over time, as has been happening in the United States. The median age is one of the ways by which the age of the population or that of the labor force can be measured. The median age of the labor force peaked at 40.6 years in 1962. As the baby-boom generation entered the labor
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force, the median age of the labor force decreased steadily until 1980. Since then, as the baby boomers have aged, so has the labor force. However, the combined effects of increasing longevity and decreasing fertility over time are changing the age structure of the population and labor force towards higher age groups. Even after all the baby boomers have exited the labor force, the increase in life expectancy and decrease in fertility rates will result in an aging of both the population and the labor force. This in turn will raise the median age of the labor force, causing it to reach unprecedented levels by 2014. The growth of the older population, combined with the increase in the group’s participation rate, will result in a projected increase of 1.3 years in the median age of the total labor force in 2014. Historically, the white labor force--especially the white non-Hispanic participants--have been older than the rest of the labor force. This disparity is projected to continue into 2014. Compared with the white labor force, the black and, especially, the Hispanic segments of the labor force are younger and have higher fertility rates. Age composition: Another way to measure the age of the labor force is by examining its age composition and structure. The labor force is getting older if the proportion of the 55-yearsand-older age groups is increasing or if the share of those less than 25 years is decreasing. From 1994 to 2004, the proportion of those 55 years and older, both in the population and in the labor force, increased. The proportion in the labor force is expected to rise to 21.2 percent by 2014. The proportion of persons 16 to 24 years old in the labor force decreased over the 1984–2004 period and is expected to decline further, to 13.7 percent by 2014. On the basis of both median age and age composition, the population and the labor force are getting older. Economic dependency: The economic dependency ratio is the number of persons in the total population (including the Armed Forces and children) who are not in the labor force, per 100 of those who are in the labor force. For every 100 persons in the 2004 labor force, about 98 were not in the labor force. Of those 98, 44 were children, 33 were 16 to 64 years of age, and 21 were 65 years and older. In 1984, for the first time ever, more Americans were in the labor force than were not. This trend is expected to



continue throughout the entire projection period, with the estimated number of persons not working falling to 96 per 100 workers in 2014. Over the last three decades, as the number of births diminished and the baby boomers moved to ages older than 16, the economic dependency ratio decreased. The portion of the ratio attributed to children is projected to continue its downward slide. The 16- to 64-year-old age group also experienced a decrease, of 11.2 points, from 44.2 per hundred in the labor force in 1975 to 33 per hundred in 2004. The economic dependency ratio for this group is projected to continue decreasing and reach 31.5 in 2014. The part of the dependency ratio that had been steadily increasing is the portion attributable to those 65 years and older. In 1975, this age group constituted the smallest part of the dependency ratio. During the 1975-1994 period, the dependency ratio of the group grew by 2 percentage points. In 2004, it fell to 21.2 per 100, representing the entry of the birth dearth cohort of the 1930s into the 65-and-older group. The dependency of the 65-years-and-older group, which is projected to be the smallest
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group in 2014, is expected to rise slightly to 22.6 that year. Over the 2004-14 period, changes in the growth and composition of the population, in addition to the different growth patterns in the labor force participation rate among the various age, sex, race, and ethnic groups, will result in alterations in the composition and growth rate of the various segments of the labor force. In 2014, the labor force is projected to be older and to become more diverse. During the past couple of decades, decreasing fertility rates and increasing life expectancies has aged the U.S population and labor force. The median age of the labor force is expected to rise over the projection period. Hispanics and Asians are projected to continue their high growth rates in the labor force. Hispanics will continue to be the largest minority group in the labor force, and the participation rate of women will continue to increase. In addition, the aging of the baby boomers over the next decade will decrease the overall labor force participation rate and, ultimately, slow the growth of the labor force.



The civilian labor force consists of employed and unemployed persons in the civilian noninstitutional population. The civilian labor force participation rate is defined as the proportion of the civilian noninstitutional population that is in the labor force. 3 Steven Hipple, “Labor force during recent labor market downturns,” Issues in Labor Statistics, Summary 03-03 (Bureau of Labor Statistics, September 2003). 4 Katie Kirkland, “Declining teen labor force participation,” Issues in Labor Statistics, Summary 02-06 (Bureau of Labor Statistics, September 2002). 2
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