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Labor force projections to 2014

retiring boomers

The baby boomers’ exit from the prime-aged workforce
and their movement into older age groups

will lower the overall labor force participation rate,
leading to a slowdown in the growth of the labor force

The U.S. labor force—the number of
persons working or looking for work—is
projected to reach 162.1 million in 2014, an
increase of nearly 15 million from the size of the
labor force in 2004.* This increase represents an
annual growth rate of 1.0 percent, which is 0.2
percent 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 sex,
age, race, and Hispanic origin groups.? During the
200414 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. (See table 1.) This rate is

slower than the group’s growth rate in the pre-
vious 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 is projected to grow at an annual rate of 0.9
percent. Men’s share of the labor force is ex-
pected to decrease from 53.6 percent to 53.2
percent 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 next 10 years.
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 .2 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 the various detailed
categories in the past, according to data provided
by the BLS Current Population Survey (Cps) pro-
gram. 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 partici-
pation rates are the chief determinants of the
growth of the labor force. The Bureau’s main role
in labor force projections is to estimate future
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Labor Force

VTabIe I Civilian labor force by sex, age, race, and Hispanic origin, 1984, 1994, 2004, and projected 2014

[Numbers in thousands]
Level Change P tch P t distribufi Annual growth
g ercent change ercent distribution rate (percent)
Group
1984~ | 1994- | 2004- | 1984~ 1994-| 2004- 1984~ | 1994- | 2004-
1984 | 1994 | 2004 | 2014 | "o | 2004 | 14 | 94 | 2004 | 14 | 1984|1994 200412004 To," | on0s | 14
Total, 16 years and
older .....cccveeneennns 113,544 131,056 (147,401 |162,100| 17,512 | 16,345| 14,699 | 154 | 125 | 10.0 {100.0/100.0 |100.0 |{100.0/ 1.4, 1.2 1.0
16 to 24 years 23,989 | 21,612 | 22,268 | 22,158| 2,377 656 -110| -9.9 3.0 -51| 21.1| 165 151 | 13.7| -1.0| .3 .0
25 to 54 years....... 74,661 | 93,898 102,122 (105,627 | 19,237 | 8,224| 3,505 | 25.8 8.8 34 | 658| 71.6| 69.3| 652| 23| .8 .3
55 years and older . | 14,894 | 15,546 | 23,011 | 34,315 652 | 7,465|11,304| 4.4 | 480 | 491 | 13.1| 11.9| 156 21.2 4| 4.0 4.1
Men ..o 63,835| 70,817 | 78,980 | 86,194| 6,982| 8,163| 7,214 | 10.9 | 11.5 9.1 | 56.2| 54.0| 53.6| 53.2| 1.0| 1.1 .9
Women .......ccooeeveienne 49,709 | 60,239 | 68,421 | 75,906| 10,530 | 8,182 | 7,485| 21.2 | 13.6 | 109 | 43.8| 46.0| 46.4| 46.8| 19| 1.3 1.0
One race:
White .......ccccvvein 98,492 (111,082 |121,086 (129,936| 12,590 | 10,004 | 8,850 | 12.8 9.0 7.3 | 86.7| 848 | 821| 80.2| 12| .9 7
12,033 | 14,502 | 16,638 | 19,433| 2,469 | 2,136| 2,795| 205 | 147 | 16.8 | 10.6| 11.1| 11.3| 12.0| 1.9| 1.4 1.6
3,019 5,472 6,271 8,304 | 2,456 799| 2,033| 814 | 146 | 324 27| 42| 43| 51| 6.1 14 2.8
® ()| 3406 | 4,427 .| 1,021 ... | 30.0 o] 23| 27 2.7
Hispanic origin .......... 7,451 | 11,975| 19,272 | 25,760 4,524| 7,297 | 6,488 | 60.7 | 60.9 | 33.7 6.6/ 9.1 13.1| 159 4.9| 49 2.9
Other than Hispanic
Origin ..oovveiiciiiis 106,093 |119,081 (128,129 |136,340| 12,988 | 9,048| 8,211 | 12.2 7.6 6.4 | 93.4| 909 | 86.9| 84.1| 12| .7 .6
White Non-
Hispanic ............... 91,296 | 100,462 {103,202 |106,373| 9,166| 2,740| 3,171 | 10.0 2.7 31| 804 76.7| 70.0| 656/ 1.0 .3 .3
1There was a disruption in the series for “Asian and other” and “Asian 2 The “All other groups” category includes (1) thosed classed as of multiple
only” as a result of changes in the definition of the race categories inthe  racial origin and (2) the race categories of (2a) American Indian and Alaska Native
2000 census. Data for 1984-94 represent the “Asian and other” race  or (2b) Native Hawaiian and Other Pacific Islanders.
category with 1990 census weights. Data for 2004-14 represent the 3 Data for “All other groups” are not available for 1984 or 1994,
“Asian only” race category with 2000 census weights.

participation rates. The key focus of this article, therefore, will
be on the trend of labor force participation rates and how this
trend will affect the size of the labor force in 2014.

In what follows, past population trends, in addition to
population projections of all the different sex, age, race, and
ethnic categories, are examined first. Then the different forces at
work that have affected the historical participation rates and that
are likely to continue to do so in the future are analyzed. Next,
past trends in the labor force participation rate, in addition to
projected rates for the 2004—14 period for the various groups, are
discussed. Then the projected level and growth rate of the
labor force over the 2004-14 period is considered, and
finally, the different aspects of an aging labor force are
examined.

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
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international migration. The Bureau of Labor Statistics uses the
“middle series” population projections, which are based on the
mid-level assumption for each of the foregoing components and
is deemed the most likely path of future population changes.
However, for the 2004-14 round of labor force projections, the
Census Bureau did not carry out updates on its previously
published “Interim population projections of the Census,”
provided to the Bureau of Labor Statistics in 2003. The interim
projections included the results of the 2000 census, the 1997
Office of Management and Budget racial classifications sys-
tem, and the population estimates created in 2001.* To take
advantage of the latest published population data, the pre-
viously published Census Bureau interim projections of the
population have been benchmarked to the actual 2003 and
2004 cps data.

According to the Census Bureau, the interim population
projections were based on the cohort-component method,
which uses assumptions about the components of population
change: fertility, mortality, and international migration.® From
the interplay among these components, different rates of
population growth lead to different rates of labor force growth.

Fertility. Fertility is often the largest component of popu-
lation change. It also has the greatest cumulative effect of all



of the components on population growth, because each extra
birth adds not only to the next year’s population, but also to
the projected population for the person’s entire life span,
which is roughly 75 years.® In the long run, the fertility
assumptions are the most crucial for national population
projections.” Actual historical data are provided by the
National Center for Health Statisticsand are used as a basis
for projecting future fertility trends.®

Mortality.  The Census Bureau mortality rate projections are
based on data on deaths provided by the National Center for
Health Statistics and the Census Bureau’s own population
projections. There are significant mortality differences by sex,
race, and ethnicity groups in the United States. In general, life
expectancy has increased for all groups in the 20th century.
Among the different components of population change, life
expectancy at birth changes very slowly and is the most stable.
Because, in the developed countries, mortality happens
overwhelmingly at the high end of the age cohorts, it does not
have a significant impact on labor force projections.®

Immigration.  Of the three components of population change,
immigration is the most uncertain and the hardest to project. In
contrast to changes in fertility and mortality, which are slow and
take years to materilize, immigration is the only component of
population change having a direct impact on all age groups. An
increase in the level of immigration within the different sex, age,
race, and ethnic groups can vastly change the composition of
the population and hence that of the labor force.

During 1987 and 1988, as a result of the 1986 Immigration
Reform and Control Act, a large number of immigrants attained
legal status. These immigrants in turn sponsored the legal
immigration of their immediate relatives without being subject
to numerical limits. As a part of this trend, a considerable
number of people from Mexico and various Central American
nations attained legal status as well. As a result, according to
the projections of the Census Bureau, immigration from these
source countries is projected to reach a peak at around 2010
and gradually decrease to much lower numbers.*°

Immigration has been the major source of racial and ethnic
diversity of the U.S. population and labor force.™ Hispanics and
Asians in particular have seen their shares of the labor force
increase through immigration in the past several decades.
Immigration also affects the age distribution of the population.
Migrants in general, and especially Hispanic migrants, are largely
in younger age categories, so both the level and share of the
foreign born in the population, as well as the age structure of the
population, are affected by their numbers. Immigrants come to
the United States in search of job opportunities, higher wages,
and brighter futures for themselves and their children. They are
usually in younger age brackets with higher fertility rates, and

because they come here to work, they have high labor force
participation rates.

Determining factors: civilian noninstitutional population.
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 then must be subtracted from the
civilian population to measure the civilian noninstitutional
population in each of the various categories.

The composition of the civilian noninstitutional population is
shown in table 2. The civilian noninstitutional population was
196.8 million in 1994 and 223.4 million in 2004, an increase of
approximately 26.5 million. The growth of the civilian non-
institutional population was 1.3 percent on an annual basis
between 1994 and 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. This
increase will add nearly 24 million to the population of 2004.

Table 2 also shows the composition and the shares of the
youth, prime-aged, and older civilian noninstitutional popu-
lation for the different decades. 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 prime-aged group’s (25 to 54 years)
share was 55.3 percent of the civilian noninstitutional popu-
lation 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 fastest-growing
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.

The civilian noninstitutional population of men stood at
107.7 million in 2004 and is projected to be 120 million in 2014.
The civilian noninstitutional population of women, which was
nearly 115.5 million in 2004, is projected to be 127.2 million in
2014.

Monthly Labor Review November 2005 27



Labor Force

I[-1]CA Civilian noninstitutional population by sex, age, race, and Hispanic origin, 1984, 1994, 2004, and projected

2014

[Number in thousands]

Level Change Annual growth rate Percent distribution
Group 1994~
1984 1994 2004 2014 |1984-94 129:]%":" 2004-14 | 1984-94 2004 2004-14| 1984 1994 2004 | 2014
Total, 16 years
and older................. 176,383|196,814 | 223,357 | 247,239| 20,431 | 26,543 | 23,882 1.1 1.3 1.0 100.0 100.0 100.0 100.0
16 to 24 years ........ 35,423 | 35,549| 36,419| 37,469 126 870 | 1,050 .0 2 3 20.1 18.1 16.3 15.2
16 to 19 years ..... 14,735 | 17,196| 16,222| 15,903| 2,461 -974 -319 1.6 -6 -2 8.4 8.7 7.3 6.4
20 to 24 years ..... 20,688 | 18,353| 20,197| 21,566| -2,335 1,844 | 1,369 -1.2 1.0 7 11.7 9.3 9.0 8.7
25 to 54 years ....... 92,476 (112,618 |123,410| 126,423| 20,142 | 10,792 3,013 2.0 9 2 52.4 57.2 55.3 51.1
25 to 34 years ..... 39,999 | 41,306| 38,939 43,063| 1,307 | —-2,367 | 4,124 3 -6 1.0 22.7 21.0 17.4 17.4
35 to 44 years ..... 30,251 | 41,534 | 43,226| 40,171 11,283 1,692 | -3,055 3.2 4 -7 17.2 21.1 19.4 16.2
45 to 54 years ..... 22,226 | 29,778 | 41,245| 43,189| 7,552 | 11,467 | 1,944 3.0 3.3 5 12.6 15.1 185 175
55 years and older ..| 48,486 | 51,647 | 63,528| 83,345| 3,161 | 11,881 | 19,817 .6 2.1 2.8 27.5 26.2 28.4 33.7
55 to 64 years ..... 22,052 | 20,635| 28,919 39,336 -1,417 8,284 | 10,417 -7 34 31 125 10.5 12.9 15.9
65 years and
older .......cccceve. 26,434 | 31,012 | 34,609 44,009 4,578 3,597 | 9,400 1.6 11 24 15.0 15.8 155 17.8
65 to 74 years ..| 16,288 | 18,249 | 18,181| 25,764| 1,961 —68 7,583 1.1 .0 3.5 9.2 9.3 8.1 10.4
75 years and
older ... 10,146 | 12,763 | 16,429| 18,245| 2,617 3,666 1,816 2.3 2.6 1.1 5.8 6.5 7.4 7.4
Men, 16 years
and older................. 83,605 | 94,355 |107,710|120,007| 10,750 | 13,355 | 12,297 1.2 1.3 1.1 47.4 47.9 48.2 48.5
16 to 24 years ........ 17,494 | 16,277 | 18,359| 18,841| -1,217 2,082 482 -7 1.2 3 9.9 8.3 8.2 7.6
16 to 19 years ..... 7,386 7,203 8,234 8,018| -183 1,031 -216 -3 1.3 -3 4.2 3.7 3.7 3.2
20 to 24 years ..... 10,108 | 9,074| 10,125| 10,823| -1,034 1,051 698 -11 11 7 5.7 4.6 45 4.4
2510 54 years ........ 45,039 | 55,349 | 60,773| 62,704| 10,310 5,424 1,931 2.1 9 .3 25.5 28.1 27.2 25.4
25to 34 years ..... 19,596 | 20,361 | 19,358| 21,584 765 | -1,003 | 2,226 4 -5 11 111 10.3 8.7 8.7
35 to 44 years ..... 14,719 | 20,443 | 21,255| 19,919| 5,724 812 | -1,336 33 4 -6 8.3 10.4 9.5 8.1
45 to 54 years ..... 10,724 | 14,545| 20,160| 21,201| 3,821 5,615 | 1,041 3.1 3.3 5 6.1 7.4 9.0 8.6
55 years and older ..| 21,073 | 22,728 | 28,578| 38,462| 1,655 5,850 9,884 .8 2.3 3.0 11.9 115 12.8 15.6
55 to 64 years ..... 10,285| 9,810| 13,894| 18,956| —475 4,084 | 5,062 -5 35 3.2 5.8 5.0 6.2 7.7
65 years and
older .......ccccoue. 10,788 | 12,918 | 14,684| 19,506 2,130 1,766 | 4,822 1.8 1.3 29 6.1 6.6 6.6 7.9
65to 74 years ...| 7,076 8,109 8,294| 12,170| 1,033 185 3,876 1.4 2 3.9 4.0 4.1 3.7 4.9
75 years and
older .........c...... 3,713 4,809 6,391 7,336| 1,096 1,582 945 2.6 29 1.4 2.1 2.4 2.9 3.0
Women,
16 years
and older ............. 92,778 |102,460 (115,547 |127,232| 9,682 | 13,087 | 11,685 1.0 1.2 1.0 52.6 52.1 51.7 51.5
16 to 24 years ........[ 17,929 | 16,272 | 18,061 18,629| -1,657 1,789 568 -1.0 1.0 .3 10.2 8.3 8.1 7.5
16 to 19 years 7,349 | 6,993| 7,989 7,885 356 996 -104 -5 1.3 -1 4.2 3.6 3.6 3.2
20 to 24 years ..... 10,580 9,279 | 10,072| 10,744| -1,301 793 672 -1.3 8 6 6.0 4.7 4.5 4.3
25 to 54 years ........ 47,436 | 57,269 | 62,636| 63,719| 9,833 5,367 | 1,083 1.9 .9 .2 26.9 29.1 28.0 25.8
25 to 34 years ....| 20,403 | 20,945 | 19,581 | 21,479 542 | -1,364 1,898 .3 -7 9 11.6 10.6 8.8 8.7
35 to 44 years ....| 15,532 | 21,091 | 21,970 20,252| 5,559 879 | -1,718 3.1 4 -8 8.8 10.7 9.8 8.2
45 to 54 years ..... 11,501 | 15,233 | 21,085| 21,988| 3,732 5,852 903 29 33 4 6.5 7.7 9.4 8.9
55 years and older .| 27,413 | 28,919 | 34,950| 44,883| 1,506 6,031 | 9,933 .5 1.9 25 15.5 14.7 15.6 18.2
55 to 64 years ..... 11,768 | 10,825 | 15,025, 20,380 -943 4,200 5,355 -8 33 3.1 6.7 5.5 6.7 8.2
65 years and
older .................. 15,645 | 18,094 | 19,925| 24,503| 2,449 1,831 4,578 1.5 1.0 2.1 8.9 9.2 8.9 9.9
65to 74 years ...| 9,212 | 10,140 | 9,887| 13,594 928 -253 | 3,707 1.0 -3 3.2 5.2 5.2 4.4 5.5
75 years and
older ................ 6,433 | 7,955 | 10,038| 10,909, 1,522 2,083 871 21 24 .8 3.6 4.0 45 4.4
White,16 years
andolder................. 152,347/165,555 |182,643| 197,212| 13,208 | 17,088 | 14,569 .8 1.0 .8 86.4 84.1 81.8 79.8
.| 72,723 | 80,059 | 89,044 | 96,770, 7,336 8,985 7,726 1.0 1.1 .8 41.2 40.7 39.9 39.1
79,624 | 85,497 | 93,599 |100,442| 5,873 8,102 | 6,843 7 .9 7 45.1 43.4 41.9 40.6
Black, 16 years
and older .[ 19,348 | 22,879 | 26,065| 30,655| 3,531 3,186 | 4,590 1.7 1.3 1.6 11.0 11.6 11.7 12.4
Men ....... .| 8,654| 10,258 | 11,656| 14,023| 1,604 1,398 2,367 1.7 1.3 1.9 4.9 5.2 5.2 5.7
Women . 10,694 | 12,621 | 14,409| 16,632 1,927 1,788 | 2,223 1.7 1.3 1.4 6.1 6.4 6.5 6.7
See footnotes at end of table.
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i[[]-WA Continued—Civilian noninstitutional population by sex, age, race, and Hispanic origin, 1984, 1994, 2004, and
projected 2014
[Numbers in thousands]
Level Change Annual growth rate Percent distribution
Group 1994 1994
1984 1994 2004 2014 |1984-94 2004_ 2004-14 | 1984-94 2004_ 2004-14 | 1984 1994 2004 2014
Asian, 16 years
and older? ...... 4,688 8,380| 9,520| 12,635| 3,692 | 1,140 3,115 6.0 1.3 29 2.7 4.3 4.3 5.1
2,226 4,038 4,530 5,931| 1,812 492 1,401 6.1 1.2 2.7 1.3 2.1 2.0 2.4
2,462| 4,342] 4,990 6,704| 1,880 648 1,714 5.8 1.4 3.0 1.4 2.2 2.2 2.7
@ ®| 5129| 6,737 5,129 1,608 2.8 2.3 2.7
Men ......coo...... @ ®)| 2481 3,283 2,481 802 2.8 1.1 1.3
Women .......... ® (| 2,648 3,454 2,648 806 2.7 1.2 1.4
Hispanic origin,
16 years and
older ............. 18,118 | 28,109| 37,246| 6,639 9,991 9,137 4.7 4.5 29 6.5 9.2 12.6 15.1
Men ..... 9,104| 14,417| 18,972| 3,442 5,313 4,555 4.9 4.7 2.8 3.2 4.6 6.5 7.7
Women 9,014| 13,692| 18,274| 3,197 | 4,678 4,582 45 4.3 29 3.3 4.6 6.1 7.4
Other than
Hispanic origin,
16 years and
older .............. 164,904 | 178,696 | 195,248 | 209,993 | 13,792 | 16,552 | 14,745 8 9 N 93.5 90.8 87.4 84.9
Men ..... 77,943| 85,251| 93,293|101,035| 7,308 8,042 7,742 9 9 .8 44.2 43.3 41.8 409
Women 86,961| 93,446|101,855|108,958| 6,485 | 8,409 7,103 7 9 7 49.3 475 45.6 441
White non-
Hispanic,
16 years and
older .............. 141,221| 149,473 | 156,556 | 162,826 | 8,252 7,083 6,270 6 .5 4 80.1 75.9 70.1 65.9
67,262| 71,962| 75,615| 79,164 4,700 3,653 3,549 7 .5 5 38.1 36.6 33.9 32.0
73,959| 77,511| 80,940 83,662| 3,552 | 3,429 2,722 5 4 3 41.9 39.4 36.2 33.8
Age of baby-
boomers......... 20to 38| 30 to 48|40 to 58| 50 to 68
1 There was a disruption in the series for “Asian and other” and “Asian only” 2 The “All other groups” category includes (1) thosed classed as of
as a result of changes in the definition of the race categories in the 2000 multiple racial origin and (2) the race categories of (2a) American Indian
census. Data for 198494 represent the “Asian and other” race category with and Alaska Native or (2b) Native Hawaiian and Other Pacific Islanders.
1990 census weights. Data for 2004—14 represent the “Asian only” race category 3 Data for “All other groups” are not available for 1984 or 1994.
with 2000 census weights.

Labor force participation

Different forcesatwork.  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. In
attempting to understand the forces that have been at work to
affect labor force participation rates, questions such as the
following are asked: What impact does the participation rate of

men and women have on the overall labor force participation
rate? How does the behavior of the different age groups of the
population influence the overall labor force participation rate?
What impact do the differing participation rates of the various
race and ethnic groups have on the overall participation rate?
How do demographic and compositional changes in the
population change the overall labor force participation rate?
What is the impact of the structural changes in the economy
on the labor force participation rate? and How do cyclical
factors affect the labor force participation rate?

The labor force participation rate reflects the labor market
behavior of different segments of the population.?? Changes
in the overall and detailed labor force participation rates are
the result of a combination of factors, including changes in
the demographic composition of the population, as well as
cyclical and structural changes in the economy. Each of these
factors affects labor force participation rates in various ways.
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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 impact
of these events appeared after a roughly 16-year lag, when
the population cohorts involved entered the labor force. The
events in question are as follows:

e Inthe late 1920s and early 1930s, there was a noticeable
reduction in birthrates, a phenomenon referred to as
the “birth dearth.” Today, the age cohort born during
those years is mostly 75 years and older and is by and
large out of the labor force.

e Between 1946 and 1964, the U.S. fertility rate increased
substantially, and approximately 78 million people were
born. This huge segment of the population, called the
“baby boomers,” were between the ages of 40 and 58
years in 2004 and will be between the ages of 50 and 68
yearsin2014.

e Between 1965 and 1976, the number of births de-
creased once again. The population born during this
time, called the “baby bust,” will constitute part of
the prime-aged worker group 25 to 54 years of age
from 2004 to 2014. The baby-bust population is much
smaller than the baby-boom population, and this
difference in their numbers will contribute to the
decrease in the growth of the labor force during
those years.

e Finally, the “baby-boom echo” comprises the children
born to the baby-boom generation after 1976 and until
2000. A part of this cohort already entered the labor
force in 2004 and will be in the prime-aged workforce by
2014.

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
25t0 54 years old. The participation rate for women in this group
was 76.7 percent and for men was 91.6 percent, so that the overall
participation rate of the group was 84.0 percent. The participation
rate of the next-older age group, that 55 years and older, was 32.4
percent, so the difference between the two age groups was 52
percentage points. With the passage of every year after 2000, a
segment of the baby-boomer population passes into the 55-
years-and-older age group and thus moves from a group with a
high participation rate in the labor force to an age category with
amuch lower participation rate, causing the overall participation
rate to decrease.
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The U.S. labor market is currently experiencing the negative
demographic compositional effect just described, 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 prime-aged 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 them-
selves 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 24-year-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.®® In addition to rising school enrollment, decreases
in the labor force participation rates for both students and
nonstudents contributed to the overall decline in teen labor force
participation.* (See table 3.)

A structural change has the potential to exaggerate a
cyclical effect. For example, the rising school attendance of
youths (a structural change) strengthened the impact of the
recession of 2001 (a cyclical effect). The combination of structural
and cyclical factors has resulted in the current decrease in youth
participation rates to new low levels.

Another structural change that has taken place in the labor
market is the narrowing of the gap between women’s partici-
pation rates at all age levels and men’s rates at those same
levels. The continually increasing participation rate of women



I[lJCXM  Enroliment of 16- to 24-year-olds in school and labor force participation by enrollment status, 1994 and 2004

Prop?: ::r;;g:olled Labor force participation, 1994
1994 2004 Changes, 1994-2004
Group
1994 2004 |Change Enrolled Not Enrolled Not Enrolled Not
Total in enri?‘lled Difference| Total in enric:llled Difference | Total in enric::led
school | <hool school | < hool school | school
Total, 16 to 24
years......c...... 43.9 50.6 6.7 66.4 49.6 79.3 29.7 61.1 43.8 78.9 35.1 -5.3 -5.8 -0.4
16 to 19 years | 65.6 73.6 8.0 52.7 44.0 69.2 252 43.9 35.6 66.8 31.2 -8.8 -84 2.4
20 to 24 years | 27.0 32.1 51 77.0 60.8 83.0 22.2 75.0 58.9 82.7 23.8 2.0 -19 -3
20 to 21 years | 37.3 439 6.6 72.1 58.1 80.3 22.2 70.3 57.1 80.5 234 -1.8 -1.0 2
22 to 24 years | 20.9 24.4 35 80.0 63.7 84.2 20.5 78.2 61.0 83.7 22.7 -1.8 2.7 -5
White, 16 to 24
years......c...... 43.4 49.6 6.2 69.5 53.5 81.7 28.2 63.8 46.9 80.4 335 5.7 —6.6 -1.3
16 to 19 years | 65.3 72.9 7.6 56.4 47.9 72.6 24.7 47.1 389 69.2 30.3 -9.3 -9.0 -34
20to 24 years | 26.6 31.1 4.5 79.5 64.1 85.0 20.9 77.1 61.8 84.0 22.2 —2.4 2.3 -1.0
20 to 21 years | 37.8 431 5.3 75.0 61.5 83.1 21.6 725 60.1 81.9 21.8 -25 -14 -1.2
22 to 24 years | 20.0 23.1 3.1 82.1 67.0 85.9 18.9 80.1 63.9 85.0 211 2.0 -3.1 -9
Black, 16 to 24
years......c...... 43.4 51.6 8.2 54.9 36.3 69.2 329 51.2 31.8 72.0 40.2 3.7 —-4.5 2.8
16 to 19 years | 66.2 74.8 8.6 385 30.2 54.8 24.6 314 | 230 56.5 335 -7.1 -7.2 1.7
20to 24 years | 24.1 31.7 7.6 68.8 50.6 74.6 24.0 68.3 49.5 76.9 27.4 -5 -1.1 2.3
20 to 21 years | 29.6 415 11.9 62.5 45.2 69.8 24.6 62.8 | 444 75.9 315 .3 -8 6.1
22to 24 years | 20.4 25.2 4.8 72.9 55.8 77.3 21.5 71.8 55.1 77.5 22.4 -1.1 -7 2
Asian, 16 to 24
Years............ Q) 65.8 V) V) Q) Q) 480 | 336 75.6 42.0
16 to 19 years " 83.0 (0] 0] " " 284 | 228 55.3 325
20 to 24 years Q) 53.9 V) V) Q) Q) 615 | 451 80.7 35.6
20 to 21 years 0] 67.4 (0] 0] " " 54.6 451 74.2 29.1
22 to 24 years Q) 45.4 V) V) Q) Q) 65.9 | 452 83.2 38.0
Hispanic,
16 to 24 years | 35.0 40.7 57 61.6 42.5 71.8 29.3 59.4 36.5 75.2 38.7 2.2 —6.0 3.4
16 to 19 years | 58.9 67.7 8.8 444 33.6 59.8 26.2 38.2 26.8 61.9 35.1 -6.2 -6.8 2.1
20to 24 years | 17.8 21.5 3.7 74.0 63.8 76.2 12.4 74.5 58.1 79.0 20.9 .5 5.7 2.8
20 to 21 years | 24.9 29.2 4.3 724 63.4 75.3 11.9 71.1 55.9 77.4 215 -1.3 -75 2.1
22 to 24 years | 13.3 16.7 34 75.0 64.2 76.6 12.4 76.7 60.5 79.9 194 1.7 3.7 3.3
1There was a disruption in the series for “Asian and other” and “Asian only” as a result of changes in the definition of the race categories in the
2000 census. Information on Asians was not available in 1994.

started in the 1930s and expanded rapidly in the 1970 and
1980s. Since the 1990s, the women’s participation rate has
continued its ascent, although at a decreasing rate. The recent
deceleration in women’s participation is another factor con-
tributing to the downward trend in overall participation rates
since 2000.

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. econ-
omy. 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, sug-
gesting 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.
Table 4 gives the historical labor force participation rates of
selected age groups, including youths, during the economic
downturns of 1981-82, 1991-92, and 2001.
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I[1]W:W Historical labor force participation rates for selected age groups, 1980-2004
Year 16-19 years 20-24 years 25-54 years 55-64 years 65 years and older
56.7 77.2 78.6 55.7 125
55.4 77.3 79.3 55.0 12.2
54.1 771 79.8 55.1 11.9
53.5 77.2 80.1 54.5 11.7
53.9 77.6 80.7 54.2 111
54.5 78.2 81.5 54.2 10.8
54.7 78.9 82.0 54.0 10.9
54.7 78.9 82.5 54.4 11.1
55.3 78.7 829 54.6 115
55.9 78.7 83.4 55.5 11.8
53.7 77.8 83.5 55.9 11.8
51.6 76.7 83.4 55.5 115
51.3 77.0 83.6 56.2 115
51.5 77.0 83.4 56.4 11.2
52.7 77.0 83.4 56.8 12.4
53.5 76.6 83.5 57.2 12.1
52.3 76.8 83.8 57.9 121
51.6 77.6 84.1 58.9 12.2
52.8 775 84.1 59.3 11.9
52.0 77.5 84.1 59.3 12.3
52.0 77.8 84.0 59.2 12.9
49.6 77.1 83.7 60.4 13.0
47.4 76.4 83.3 61.9 13.2
44.5 75.4 83.0 62.4 14.0
43.9 75.0 82.8 62.3 14.4

The participation rate of both the 16- to 19-year and the 20- to
24-year age group fell during the last three recessions. In the
recession of 2001, the labor force participation rate of 16- to 19-
year-olds dropped by 2.4 percentage points from the previous
year, to 49.6 percent. The rate has been declining every year
since then, falling to a low of 43.9 percent in 2004, a sizable
decrease of 8.1 percentage points from the 2000 figure. During
the same 2000-04 timeframe, the labor force participation rate of
20- to 24-year-olds also decreased, by 2.8 points. The falling
participation rates of youths—in particular, the 16- to 19-year
age group—is one of the main reasons for the decline in the
overall participation rate during the past several years. During
economic expansions, the labor force participation of young
workers—especially teenagers—is expected to increase;
however, during the expansion of the 1990s, the participation of
youths did not expand, but instead started a downward trend
that has continued to the present. Thus, the continuing drop in
youth labor force participation rates may be mainly a structural
phenomenon.

The prime-aged workforce is 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,
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seX, and ethnic groups, in the past. The continued operation of
one or more of these factors in the future will make it difficult
for the overall participation rate to reach and maintain its
former peak attained in the late 1990s.

Determining factors: labor force participation. During the
1990s, the U.S. economy experienced strong growth in gross
domestic product and productivity. In recent years, the econ-
omy has weathered the recession of 2001, the burst of the
high-tech bubble, and corporate accounting scandals.®®
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 Statis-
tics projects that the overall participation rate will decrease
slightly, to 65.6 percent, in 2014. (See table 5.)

Chart 1 shows the participation rates for different age
groups since 1948. The overall labor force participation rate
was 58.8 percent in 1948. The rate increased for several
decades and peaked at 67.1 percent from 1997 to 2000. Since
then, the overall participation rate has declined by 0.2 percent
each year, finally reaching 66.0 percent in 2004, an increase of
7.2 percentage points over the 1948 level and a decline of 1.1
percentage points in the last 4 years.



I[-[JI XM Civilian labor force participation rates by sex, age, race, and Hispanic origin, 1984, 1994, 2004, and projected
2014
Participation rate Percentage-point change Annual growth rate
Group 1994 1994-
1984 1994 2004 2014 | 1984-94 2004 2004-14 | 1984-94 2004 2004-14
Total, 16 years and older .... 64.4 66.6 66.0 65.6 2.2 -0.6 -0.4 0.3 -0.1 -0.1
16 to 24 years ... 67.7 66.4 61.1 59.1 -1.3 -5.3 -2.0 -2 -8 -3
16 to 19 years 53.9 52.7 43.9 39.3 -1.2 -8.8 -4.6 -2 -1.8 -1.1
20 to 24 years 77.6 77.0 75.0 73.8 -6 -2.0 -1.2 -1 -3 -0.2
25 to 54 years ... 80.7 83.4 82.8 83.5 2.7 —.6 7 .3 -1 1
25 to 34 years ... 81.8 83.2 82.7 85.4 1.4 -5 2.7 2 -1 .3
35 to 44 years ... 82.4 84.8 83.6 83.0 2.4 -1.2 —.6 .3 -1 -1
45 to 54 years ... 76.5 81.7 81.8 82.3 52 1 5 N .0 1
55 years and older 30.7 30.1 36.2 41.2 -6 6.1 5.0 -2 1.9 13
55 to 64 years 54.2 56.8 62.3 65.2 2.6 55 2.9 5 .9 5
65 years and older 111 12.4 14.4 19.7 1.3 2.0 5.3 11 15 3.2
65 to 74 years ...... 15.3 17.2 21.9 26.9 1.9 4.7 5.0 1.2 24 2.1
75 years and older 43 5.4 6.1 9.6 11 7 35 2.3 1.2 4.6
Men, 16 years and older 76.4 75.1 733 71.8 -1.3 -1.8 -15 -2 -2 -2
16 to 24 years ......... 72.8 70.3 63.9 60.5 -2.5 —-6.4 -3.4 -3 -9 -5
16 to 19 years ... 56.0 54.1 439 38.1 -1.9 -10.2 -5.8 -3 -2.1 -14
20 to 24 years 85.0 83.1 79.6 77.0 -1.9 -35 -2.6 -2 -4 -3
25 to 54 years... 93.9 91.6 90.5 90.9 -2.3 -11 4 -2 -1 .0
25 to 34 years 94.3 92.6 91.9 95.3 —1.7 -7 3.4 -2 -1 4
35 to 44 years ... 95.4 92.8 91.9 90.7 -2.6 -9 -1.2 -3 -1 -1
45 to 54 years ... 91.2 89.1 87.5 86.6 -2.1 -1.6 -9 -2 -2 -1
55 years and older 41.8 37.8 43.2 46.3 -4.0 54 3.1 -1.0 13 7
55 to 64 years ... 68.5 65.5 68.7 68.7 -3.0 3.2 .0 -4 5 .0
65 years and older 16.3 16.9 19.0 24.6 .6 2.1 5.6 A4 1.2 2.6
65 to 74 years ... 20.9 21.7 26.7 31.5 .8 5.0 4.8 4 2.1 1.7
75 years and older 7.5 8.6 9.0 131 11 A4 4.1 14 .5 3.8
Women, 16 years and older .... 53.6 58.8 59.2 59.7 5.2 4 5 9 A A
16 t0 24 years .............. 62.8 62.5 58.7 57.8 -3 -3.8 -9 .0 -6 -2
16 to 19 years 51.8 51.3 43.8 40.4 -5 -7.5 -34 -1 -1.6 -8
20 to 24 years ... 70.4 71.0 70.5 70.6 .6 -5 1 1 -1 .0
25 to 54 years ... 68.2 75.3 75.3 76.3 7.1 .0 1.0 1.0 .0 1
25 to 34 years 69.8 74.0 73.6 75.4 4.2 -4 1.8 .6 -1 2
35 to 44 years ... 70.2 77.1 75.6 75.4 6.9 -15 -2 .9 -2 .0
45 to 54 years ... 62.9 74.6 76.5 78.1 11.7 1.9 1.6 1.7 .3 2
55 years and older 22.2 24.0 30.5 36.8 1.8 6.5 6.3 .8 2.4 1.9
55 to 64 years ... 41.7 48.9 56.3 61.9 7.2 7.4 5.6 1.6 1.4 1.0
65 years and older 75 9.2 111 15.9 1.7 1.9 4.8 2.1 1.9 3.7
65 to 74 years ... 111 13.6 18.0 229 25 4.4 4.9 21 2.8 24
75 years and older 25 35 4.3 7.2 1.0 .8 2.9 3.4 21 5.3
64.6 67.1 66.3 65.9 25 -8 -4 4 -1 -1
77.1 75.9 74.1 72.7 -1.2 -1.8 -1.4 -2 -2 -2
53.3 58.9 58.9 59.3 5.6 .0 4 1.0 .0 i
62.2 63.4 63.8 63.4 1.2 4 -4 2 1 -1
70.8 69.1 66.7 64.7 -1.7 2.4 -2.0 -2 -4 -3
55.2 58.7 61.5 62.3 35 2.8 .8 .6 5 1
64.3 65.3 65.9 65.7 1.0 .6 -2 2 i .0
74.0 74.3 75.0 74.4 .3 7 —.6 .0 1 -1
55.6 56.9 57.6 58.1 13 T .5 2 i i
@ @ 67.0 65.7 -13 -2
@ ® 74.0 72.3 -1.7 -2
Women ........... ©® ® 60.3 59.5 -8 -1
Hispanic origin, 16 years and older .... 64.9 66.1 68.6 69.2 1.2 25 .6 2 4 1
Men 80.6 79.2 80.4 78.6 -1.4 1.2 -1.8 -2 2 -2
Women 49.7 52.9 56.1 59.3 3.2 3.2 3.2 .6 6 .6
Other than Hispanic origin, 16 years and
Ol . 64.3 67.0 65.6 64.9 2.7 -14 -7 4 -2 -1
76.0 75.2 72.2 70.5 -.8 -3.0 -1.7 -1 -4 -2
54.0 62.1 63.7 59.7 8.1 1.6 -4.0 1.4 .3 -6
64.6 67.2 65.9 65.3 2.6 -1.3 —.6 4 -2 -1
Men 76.8 75.5 73.0 715 -1.3 -25 -15 -2 -3 -2
Women 53.5 60.1 59.3 59.5 6.6 -8 2 1.2 -1 .0
1There was a disruption in the series for “Asian and other” and “Asian only” 2 The “All other groups” category includes (1) thosed classed as of
as a result of changes in the definition of the race categories in the 2000  multiple racial origin and (2) the race categories of (2a) American Indian and
census. Data for 1984-94 represent the “Asian and other” race category with  Alaska Native or (2b) Native Hawaiian and Other Pacific Islanders.
1990 census weights. Data for 2004—14 represent the “Asian only” race 2 Data for “All other groups” are not available for 1984 or 1994.
category with 2000 census weights.
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(el MM Labor force participation rates, 1948-2004
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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. (See chart 2.)

Of all the various age and sex categories of the labor force, 16-
to 19-year-old men have experienced the largest decline in labor
force participation and have had the most impact on the decrease
in the overall participation rate.(See table 5.) Between 1994 and
2004, the overall participation rate of 16- to 19-year-olds fell from
52.7 percent to 43.9 percent, a decrease of 8.8 percentage points.
Most of this decrease was the result of the drop in the labor force
participation rate of 16- to 19-year-old men, a group that saw its
participation rate decline from 54.1 percent in 1994 to 43.9 percent
in 2004, a decrease of 10.2 percentage points for the decade. The
Bureau projects that the downward trend in the participation of
16- to 19-year-old men will continue, reaching 38.1 percent in
2014, a decrease of an additional 5.8 percentage points from the
2004 value. As a result, the overall rate for 16- to 19-year-olds
will drop to 39.3 percent in 2014.
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The labor force participation rate of 16- to 19-year-old
women was 51.3 percent in 1994 and 43.8 percent in 2004, a
decrease of 7.5 percentage points over the 10-year period.
The Bureau projects that the rate will decrease by a further 3.4
percentage points, to 40.4 percent, by 2014.

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. As
table 4 shows, the participation rate of teens declined
significantly in the early 1990s, increased slightly for several
years, and then declined quite steadily from 52.8 percent in 1998
to 43.9 percent in 2004. Table 3 shows that the proportion of the
youth population enrolling in school increased considerably
from 1994 to 2004. Youths 16 to 19 years especially increased
their enrollment, a full 8 percentage points, from 65.6 percent in
1994 to 73.6 percent in 2004.

The increase in school enrollment of teens during 1994-2004,
including enrollment in summer school, was sizable. The labor
force participation rate of 16- to 24-year-olds enrolled in school
in 1994 was 49.6 percent. In 2004, the rate fell to 43.8 percent. The
labor force participation rate of 16- to 24-year-olds not enrolled
inschool in 1994 was 79.3 percent. By 2004, the rate had declined
to 78.9 percent. The same trend held for teens not enrolled in



(& T il Youth labor force participation rates, 1980-2004 and projected 2014
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school: their participation rate fell from 69.2 percent in 1994 to
66.8 percent in 2004. Other BLS research also points to the fact
that the rise in teen enrollment in high schools and colleges,
both in general and in the summer in particular, during the 1994—
2004 timeframe contributed to the downward pressure on the
teenage, as well as the overall, labor force participation rate.'

Another important factor in the participation rate of 16- to 24-
year-olds is the relative shares of student and nonstudent
populations in that age group. These two populations have
different participation rates. The probability of nonstudents
participating in the workforce is much higher. Thus, the
participation rates of the 20- to 24-year-old age groups are higher
than those of the 16- to 19-year-old age groups, because the
former have a larger proportion of nonstudents among them and
their attachment to the labor force is accordingly stronger.

The rise in school attendance rates during the past couple of
decades is shown in table 3. These increasing rates have had a
major impact on the labor force participation rate of both the 16-
to 19-year-old group and the 20- 24-year-old group. The projec-
tion of school enrollment rates suggests that the higher school
enrollments are by no means transitory. More young people
than ever are continuing their education, and these young age
cohorts are staying in school longer in the hope of pursuing

better paying careers and becoming more marketable and
competitive in the labor market. The participation rate of 20- to
24-year-olds, which stood at 75.0 percent in 2004, also is projected
to decline, to 73.8 percent, in 2014. On the basis of both their
current participation rates and their increasing trend of school
attendance, the participation rates of these young groups are
not projected to increase anytime soon.

Age: prime-aged workers 25to 54 years.  Of all the age groups,
the prime-aged workers have the strongest ties to the labor
market. As table 5 shows, the participation rate for this group
was 83.4 percentin 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 demo-
graphic 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.
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Both men and women are responsible for the rise in the overall
labor force participation rate of this age group over the 2004-14
period. 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 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.

In addition, in the same year, the members of the baby-bust
generation also were in the prime-aged workforce. The baby-
bust population, which was between the ages of 25 and 35 in
2000, has attained more education and possesses more skills, on
average, than the group's earlier cohorts. Because educational
attainment is positively linked to high participation in the
workforce, the labor force participation rate of the 25- to 54-year-
old age group still has room to expand in the next decade.

Age: workers 55 yearsand 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 work-

force is approximately half that of the prime-aged workers. Never-
theless, 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. (See chart 3.)

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. How-
ever, 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.

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
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health, retirement income, pensions, savings, and amount of
Social Security expected.

In 2000, the full 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
normal retirement age. Thus, since 2000, workers must decide
either to continue working or to retire earlier with lower
benefits. The increase in the full 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 govern-
mental 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 oppor-
tunity cost of retiring is greater than that of workers who earn
alower income.

Sex. Historically, men and women have had a different im-
pact on the overall labor force participation rate. The men’s
participation rate, which reached its all-time high of 86.6 percent
in 1948, has decreased gradually since then, registering 76.4
percentin 1984, 75.1 percent in 1994, 74.8 percent in 2000, and
73.3 percent in 2004. The decline was 1.8 percentage points
between 1994 and 2004.

The labor force participation rate of women, which was
32.7 percent in 1948, increased by leaps and bounds to 53.6
percentin 1984 and 58.8 percent in 1994. In 1999, it peaked at
60 percent. Women'’s participation rates then declined to 59.2
percent in 2004, still an increase of 0.4 percentage point over
the 1994-2004 period.

The overall labor force participation rate is formed from the
joint contributions of the separate participation rates of men
and women. Historically, the overall participation rate has
grown due to large increases in the labor force participation
of women, specifically during the 1970s and 1980s. The overall
participation rate has increased even though the labor force
participation rate of men has continually fallen. Among the
many factors that have contributed to the growth and de-
velopment of the U.S. labor force, none has been as important
as the rise in the participation of women. From 1970 to 1980,
the labor force participation rate of women in the 25- to 34-
year age group increased by 20.5 percentage points. Similarly,
the 35- to 44-year age group increased its labor force
participation rate by 14.4 percentage points. The rapid growth
of women’s participation rates during the 1980s was un-
precedented.r” In sum, the far larger increases in the labor

force participation rate of women more than compensated for
the decreasing participation rates of men during the same
timeframes.

Because the men’s participation rate has been decreasing,
and the women’s rate increasing, over the decades, the differ-
ence between the participation rates of men and women—the
gender gap— has been decreasing steadily. (See table 5.) Still,
although the women’s participation rate has been increasing
historically, it is now increasing at a decreasing rate. In the
years to come, there will be only marginal increases in the
participation rate of women, because there is little room for
participation rate increases among the different age groups of
women. Any future increases will not be large enough to com-
pensate for the falling participation rate of men; thus, the
overall labor force participation rate is projected to decrease
further.

The labor force participation rate of men is projected to be
71.8 percentin 2014, 1.5 percentage points lower than its 2004
rate. The labor force participation rate of women that same
year is projected to be 59.7 percent, 0.5 percentage point more
than its rate in the previous decade.

Race and Hispanic origin.  Differences in labor force partic-
ipation by race and Hispanic origin are usually not as great as
those observed by age and sex. However, changes in labor
force participation rates over time differ among the various
groups. When changes in participation rates are combined
with different patterns of population growth, substantial
differences in the future labor force result.

Hispanic men have the highest overall labor force partici-
pation rate. Hispanic women, by contrast, have the lowest
participation in the workforce relative to other racial and ethnic
categories. For blacks, the situation is reversed: black men
have a lower participation rate than black women. The high
labor force participation rate of Hispanic men reflects, in part,
their age structure. Hispanics have a younger population
relative to other race and ethnic groups, with a greater pro-
portion at the ages of higher labor force participation. Thus,
the overall labor force participation rate of each of the race
and ethnic categories is a result of the age distribution of the
population in each of those categories, as well as the labor
force participation rates of the different race and ethnic groups
within the various age categories.

In 2014, Hispanics once again will retain their first place in
the ranking of the labor force participation rates of the racial
groups. Asians are expected to achieve second place, fol-
lowed by white non-Hispanics and blacks.

The projected labor force

The labor force experienced its strongest growth in the 1984-94
period, with a 1.4-percent annual growth rate (see table 6), mainly
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I[-1I XM Civilian labor force by sex, age, race, and Hispanic origin, 1984, 1994, 2004, and projected 2014

[Numbers in thousands]

Annual growth

Level Change Percent change Percent distribution rate (percent)
Group 84 004- | 1984~| 1994-| 2004 84- 004-
1984 1994 2 2014 1984~ 1994- | 2 - = — = 1984~ |1994- | 2 -
004 0 o4 2004 14 94 | 2004 14 1984 | 1994 | 2004 | 2014 o4 2004 14
Total, 16 years
and older.................. 113,544|131,056| 147,401/162,100| 17,512 | 16,345| 14,699 | 154 | 12,5 | 10.0 |100.0|100.0 {100.0 |{100.0| 1.4| 1.2 1.0
16 to 24 years ........ 23,989| 21,612 22,268| 22,158| —2,377 656 -110| 9.9 3.0 -5 21.1| 165| 151| 13.7| -1.0 .3 .0
16 to 19 years ..... 7,943| 7,481 < 7,114| 6,243| -—462| -367| -871| -5.8 | —4.9 |-12.2 70 57| 48| 39 -6| -5 |-13
20 to 24 years ..... 16,046 14,131| 15,154| 15,915|-1,915| 1,023 761 |-11.9 7.2 50 | 141| 10.8| 10.3| 9.8| -1.3 N .5
25 to 54 years ........ 74,661| 93,898| 102,122(105,627 | 19,237 | 8,224| 3,505| 25.8 8.8 34 | 658| 716| 69.3| 65.2| 2.3 .8 .3
25 to 34 years ..... 32,723| 34,353| 32,207| 36,755| 1,630 |-2,146| 4,548| 5.0 | -6.2 | 141 | 28.8| 26.2| 21.8| 22.7 5] -6 1.3
35 to 44 years ..... 24,933| 35,226/ 36,158| 33,345| 10,293 932|-2,813| 41.3 26 | —7.8 | 22.0| 26.9| 245| 20.6) 35 3 -.8
45 to 54 years ..... 17,006| 24,318 33,758| 35,527 7,312| 9,440| 1,769 | 43.0 | 38.8 5.2 | 15.0| 186 22.9| 21.9| 3.6| 3.3 .5
55 years and older .. | 14,894 | 15,546 23,011| 34,315 652 | 7,465|11,304| 4.4 | 48.0 | 49.1 | 13.1| 119| 156| 21.2 4| 4.0 4.1
55 to 64 years ..... 11,961| 11,713 18,013| 25,629 -248| 6,300 7,616 | -2.1 | 53.8 | 423 | 10.5| 8.9 12.2| 158 -2| 4.4 3.6
65 years and
older ........coeeueee 2,933| 3,834 4,998/ 8,687 901| 1,164, 3,689| 30.7 | 30.4 | 73.8 26| 29| 34| 54| 27| 27 5.7
65 to 74 years .. 2,494 3,140 3,990, 6,942 646 850 2,952 | 259 | 27.1 | 74.0 22| 24| 27| 43| 23| 24 5.7
75 years and
older .............. 498 694 1,007| 1,745 196 313 738 | 394 | 451 | 733 4 .5 7 1.1 34| 38 5.7
Men, 16 years and
older........coeevneunnne, 63,835/ 70,817 78,980| 86,194| 6,982| 8,163| 7,214| 10.9 | 115 9.1 | 56.2| 54.0| 53.6| 53.2| 1.0| 1.1 .9
16 to 24 years ........ 12,728| 11,435 11,673| 11,389 |-1,293 238| -284-10.2 21| -24 | 112 87| 79| 7.0/ -11| .2 -2
16 to 19 years ..... 4,134 3,896 3,616/ 3,057 -238 —280 -559| -68 | —-7.2 |-155 36| 3.0| 25 19| -6| -7 | -1.7
20 to 24 years ..... 8,594| 7,540/ 8,057 8,332|-1,054 517 275|-12.3 6.9 34 76| 58| 55| 51| -13| .7 .3
25 to 54 years ........ 42,302| 50,782 60,773| 56,988 8,480 9,991|-3,785| 20.0 | 19.7 | —6.2 | 37.3| 38.7| 41.2| 352 18| 1.8 -6
25 to 34 years ..... 18,488 18,854, 17,798| 20,565 366 |-1,056| 2,767| 2.0 | -5.6 | 155 | 16.3| 14.4| 12.1| 12.7 2| -6 1.5
35 to 44 years ..... 14,037| 18,966| 19,539| 18,068 | 4,929 573| -1,471| 35.1 30 | -75 | 12.4| 145|133 | 11.1| 31| .3 -8
45 to 54 years ..... 9,776 12,962 17,635| 18,355| 3,186| 4,673 720| 326 | 36.1 4.1 86| 99| 120 11.3| 29| 31 4
55 years and older .. 8,805 8,600, 12,334| 17,817 —205| 3,734| 5483| -2.3 | 434 | 445 78, 66| 84| 1104 -2| 3.7 3.7
55 to 64 years ..... 7,050 6,423| 9,547| 13,022| -627| 3,124| 3,475| -8.9 | 48.6 | 36.4 6.2| 49| 65| 80| -9| 4.0 3.2
65 years and
older ........ceeens 1,755| 2,177| 2,787| 4,795 422 610/ 2,008| 24.0 | 28.0 | 72.0 15| 1.7, 19| 3.0 22| 25 5.6
65 to 74 years .. 1,476 1,763 2,211 3,834 287 448| 1,623| 194 | 254 | 734 13| 13| 15| 24| 18| 23 5.7
75 years and
older .............. 279 414 576 961 135 162 385| 484 | 39.1 | 66.8 2 .3 4 6| 40| 34 5.3
Women, 16 years and
older.......coeevneunnn, 60,239 68,421| 75,906 | 10,530 | 8,182 7,485| 21.2 | 13.6 | 109 | 43.8| 46.0| 46.4| 46.8| 19| 1.3 1.0
16 to 24 years ........ 10,177 10,595| 10,769 |-1,084 418 174 | -9.6 41 1.6 99| 78| 72| 66 -10| .4 2
16 to 19 years 3,585 3,498 3,186 -225 -87 -312| -59 | 24| -89 34| 27| 24| 20| -6| -2 -9
20 to 24 years 6,592| 7,097 7,583| -859 505 486 |-11.5 7.7 6.8 6.6/ 50| 48| 47| -12| 7 7
25 to 54 years ... 43,116| 47,150| 48,639 | 10,756 | 4,034| 1,489 | 33.2 9.4 3.2 | 285| 329| 32.0| 30.0| 29| .9 .3
25 to 34 years 15,499| 14,409| 16,190| 1,265|-1,090| 1,781| 89| —-7.0 | 124 | 125 11.8| 9.8| 10.0 9| -7 1.2
35 to 44 years 16,259| 16,619| 15,277| 5,363 360| —1,342| 49.2 22| -81 9.6 124| 11.3| 94| 41| .2 -8
45 to 54 years 11,357 16,123| 17,172| 4,127 | 4,766 1,049 | 57.1 | 42.0 6.5 6.4, 87| 109 106| 46| 3.6 .6
55 years and older .. 6,088 6,947 10,676| 16,498 859 | 3,729| 5,822| 141 | 53.7 | 54.5 54| 53| 7.2| 102 13| 44 4.4
55 to 64 years ..... 4,911| 5,289 8,466 12,606 378| 3,177| 4,140| 7.7| 60.1 | 489 43| 40| 57| 78 7] 48 4.1
65 years and
older .| 1,177\ 1,658 2,211| 3,892 481 553| 1,681| 40.9 | 33.4 | 76.0 10| 13| 15| 24| 35| 29 5.8
65 to 74 years .. 1,018 1,377 1,780/ 3,108 359 403| 1,328 | 35.3 | 29.3 | 74.6 9 1.1 12| 19| 31| 26 5.7
75 years and
older ............... 159 281 431 784 122 150 353| 76.7 | 534 | 81.9 1 2 3 5/ 59| 44 6.2
111,082| 121,086(129,936 | 12,590 | 10,004 8,850 | 12.8 9.0 7.3 | 86.7| 84.8| 82.1| 80.2 1.2 9 N
60,727| 65,994| 70,335| 4,665| 5,267| 4,341| 8.3 8.7 6.6 | 49.4| 46.3| 44.8| 43.4 8| .8 .6
50,356| 55,092| 59,601 | 7,925| 4,736/ 4,509 | 18.7 9.4 82 | 374| 384 | 374 | 36.8 1.7 9 .8
14,502| 16,638| 19,434| 2,469| 2,136| 2,796| 20.5| 14.7 | 16.8 | 10.6| 11.1| 11.3| 12.0 19| 14 1.6
7,089 7,773 9,075 963 684| 1,302| 15.7 9.6 | 16.8 54| 54| 53| 56| 15| .9 1.6
7,413 8,865| 10,359 | 1,506 | 1,452| 1,494 | 255 | 19.6 | 16.9 52| 57| 60 64| 23| 18 1.6
5,472 6,271 8,304| 2,456 799| 2,033| 814 | 146 | 324 27| 42| 43| 51| 61| 14 2.8
3,002| 3,396| 4,411| 1,355 394| 1,015| 82.3| 13.1 | 29.9 15| 23| 23| 27| 62| 1.2 2.6
2,472 2,876 3,893| 1,103 404| 1,017| 80.6| 16.3 | 354 1.2 19| 20| 24| 6.1| 15 3.1
All other groups?.... @ @) 3,406 4,427 1,021 30.0 23| 27 2.7
©® ®| 1,817 2,373 556 30.6 12| 15 2.7
@ ®)| 1589 2,054 465 29.3 11| 1.3 2.6

See footnotes at end of table.
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I[-1] XM Continued—Civilian labor force by sex, age, race, and Hispanic origin, 1984, 1994, 2004, and projected 2014

[Numbers in thousands]

AT Annual growth
Level Change Percent change Percent distribution rate (pegrcent)
Group 1984- 1994- 2004~ (1984~ |1994- | 2004- 84- 004
- - - - - | 2004~ 1984~ | 1994-| 2004~
1984 1994 2004 | 2014 o4 2004 14 94 | 2004 14 1984 | 1994 | 2004 | 2014 94 | 2004| 14
Hispanic origin..| 7,451 | 11,975 (19,272 | 25,760| 4,524 7,297 6,488 60.7 | 60.9 | 33.7| 6.6 9.1 | 13.1| 159| 49 |49 2.9
Men ............... 4,563 7,210 | 11,587 14,921 | 2,647 4,377 3,334 58.0 | 60.7 | 288 | 4.0 5.5 79| 92| 47 |49 2.6
Women .......... 2,888 4,765 | 7,685 10,839 | 1,877 2,920 3,154 65.0 | 61.3| 410| 25 3.6 52| 6.7| 51 |49 35
Other than
Hispanic
origin ......ceevene 106,093 (119,081 128,129 |136,340| 12,988 9,048 8,211 12.2 7.6 6.4|934 | 909 | 86.9| 841 1.2 7 .6
Men ............... 59,272 | 63,607 (67,393 | 71,273| 4,335 3,786 3,880 7.3 6.0 58| 52.2 485 | 45.7 | 44.0 N .6 .6
Women .......... 46,821 | 55,474 /160,736 | 65,067 8,653 5,262 4,331 18.5 9.5 7.1|41.2 | 423 | 41.2| 401 | 1.7 .9 7
White Non-
Hispanic ......... 91,296 |100,462 103,202 |106,373| 9,166 2,740 3,171 10.0 2.7 3.1|804 76.7 | 70.0| 65.6| 1.0 .3 .3
Men .....cccooveee 51,650 | 54,306 |55,186 | 56,615| 2,656 880 1,429 5.1 1.6 26| 455 | 414 | 374 349 .5 2 .3
Women .......... 39,646 | 46,157 | 48,017 | 49,758| 6,511 1,860 1,741 16.4 4.0 3.6(349 | 352 | 326 30.7| 15 4 4

1 There was a disruption in the series for “Asian and other” and “Asian
only” as a result of changes in the definition of the race categories in the
2000 census. Data for 198494 represent the “Asian and other” race category
with 1990 census weights. Data for 2004—14 represent the “Asian only” race
category with 2000 census weights.

2 The “All other groups” category includes (1) thosed classed as of
multiple racial origin and (2) the race categories of (2a) American Indian and
Alaska Native or (2b) Native Hawaiian and Other Pacific Islanders.

3 Data for “All other groups” are not available for 1984 or 1994.

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 population.

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 millionin 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 more than 8 million. The Bureau projects that, by 2014, the
labor force of 25- to 54-year-olds 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 inthe 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 54-year 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 54-year 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-and-older 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.

Looking at the labor force by gender.  The labor force growth
of women was much faster than that of men in both the 1984-94
and 1994-2004 period. The Bureau projects that, from 2004 to
2014, the labor force growth rate of women will still be slightly
higher than that of men. The sizable increase in the growth rate
of the women’s labor force over the past three decades has greatly
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increased the share of women in the labor force and has con-
tributed to the narrowing of the gender gap in labor force
participation.

The Bureau projects that the men’s labor force will grow by 0.9
percent annually from 2004 to 2014 and reach more than 86 million
in the latter year. The women’s labor force is expected to have
1.0-percent annual growth over the 2004-14 period and reach
nearly 76 million in 2014. This small difference between the
projected labor force growth rates of men and women will result
in the women’s share of the labor force increasing slightly from
46.4 percent to 46.8 percent, while the men’s share will decrease
from 53.6 percent to 53.2 percent.

Looking at the labor force by race and ethnicity. During the
2004-14 period, the U.S. labor force will become yet more diverse.
With immigration being the main driver of population growth,
and with the high labor force participation rates of the Hispanic
and Asian groups, the share of minorities in the workforce will
expand more than ever before.

The Hispanic labor force is projected to grow by 2.9 percent
annually over the 2004-14 period and reach 25.8 million.
Hispanics will constitute nearly 16.0 percent of the labor force
in 2014. The Asian labor force is expected to grow at a com-
parable 2.8 percent, reaching more than 8.0 million in 2014.
The black labor force is projected to have an annual growth
rate of 1.6 percent from 2004 to 2014 and reach 19.4 million in
the latter year.

Implications of labor force dynamics

The labor force is expected to grow by nearly 15 million persons
during the 2004-14 timeframe. This increase masks the more
dynamic underlying process of the movement of workers into
and out of the labor force. The dynamics of labor force change
from 2004 through 2014 emerge from three distinct groups:
entrants—those who will be in the labor force in 2014, but who
were not in it in 2004; leavers—those who will exit the labor force
after 2004 and before 2014; and stayers—those who were in the
labor force in 2004 and who will remain through 2014.% To the
extent that the demographic composition of labor force entrants
and leavers between 2004 and 2014 will be different from the
composition of those now in the labor force, the 2014 labor force
will be different from today’s labor force. Thus, the labor force of
2014 may be regarded as consisting of the labor force of 2004,
plus the entrants, minus the leavers.

The Bureau projects that, between 2004 and 2014, 39 million
workers will enter the labor force and more than 24 million will
leave. These figures compare with nearly 33 million entrants
and more than 19 million leavers over the 1994—2004 period.
(See table 7.) During 1994-2004 and also 2004-14, entrants
were more likely to be men. Leavers also were more likely to be
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men, because the men’s labor force was, and still is, older than
the women’s.

According to BLS projections, by 2014, 20.8 million men will
have joined the 2004 men’s labor force of nearly 79 million,
and 13.6 million men will have left the labor force, resulting in
a labor force of 86 million men in 2014. Similarly, more than 18
million women are expected to enter the labor force over the
2004-14 period, while 10.7 million women are projected to
leave.

The largest share of the 2004 labor force—82.1 percent—
was made up of whites. The Bureau projects that nearly 75
percent of the population entering the labor force between
2004 and 2014 will be white, a share smaller than the group's
81.6-percent share of entrants over the 1994-2004 period.
These proportions are also smaller than whites’ share of the
workforce, reflecting the group’s lower labor force growth. As
a result of the nearly 29 million whites entering the labor force
and the 20 million leaving over the 2004-14 period, the share
of whites in the labor force is projected to be 80.2 percent in
2014, adrop of 4.6 percentage points from 1994. In the 1994—
2004 period, white men supplied the most entrants, 46 percent.
However, they also supplied most of those leaving, nearly 49
percent.

The slower growth of the white labor force reflects the group’s
lower birthrates and lower rates of migration to the United States,
as well as—and, indeed, especially—the constant decrease in
the labor force participation rate of white men compared with
other population groups. This combination results in relatively
fewer labor force entrants and relatively more labor force
leavers—a reflection of the aging of the white male labor force.

Blacks made up 11.3 percent of the labor force, or a total of 16.6
million, in 2004. Blacks are expected to add 5.7 million entrants to
the labor force between 2004 and 2014. Even with the nearly 3
million blacks projected to leave the labor force during the 2004—
14 period, the group will increase it’s numbers and is expected to
have a 12.0-percent share of the labor force in 2014.

In 2004, Hispanics represented 13 percent of the labor force,
with more than 19 million workers. Because of their higher levels
of migration, more than 8 million Hispanics are projected to enter
the labor force during the 2004-14 period. Reflecting their
relatively young age composition, only 1.9 million Hispanics are
expected to leave the labor force, so the number of Hispanics in
the labor force is projected to grow by more than 6.5 million. By
2014, the Hispanic labor force is anticipated to reach 25.8 million,
6.3 million more than the black labor force.

The Hispanic share of the labor force is expected to grow, a
result of the group’s overall population growth, which will come
about through large numbers of immigrants and higher birthrates
in the young Hispanic population. Also, the very high labor
force participation rate of Hispanic men is a major contributor to
their high labor force growth.



I[|JJWM  Civilian labor force, 1994, 2004, and projected 2014; and entrants and leavers, 1994-2004 and projected 2004-14

[Number in thousands]
1994-2004 2004-14
Group 1994 2004
Entrants Leavers Stayers Entrants Leavers Stayers 2014
Number, 16 years and older
131,056 32,638 19,699 111,357 147,401 39,048 24,352 123,049 162,100
70,817 17,633 11,287 59,531 78,980 20,829 13,617 65,363 86,194
60,239 15,005 8,412 51,826 68,421 18,219 10,735 57,686 75,906
111,082 26,634 16,629 94,453 121,086 29,190 20,343 100,743 129,936
60,727 14,869 9,601 51,126 65,994 16,073 11,734 54,260 70,335
50,355 11,765 7,028 43,327 55,092 13,117 8,609 45,483 59,601
14,502 4,379 2,243 12,259 16,638 5,795 2,999 13,639 19,433
7,089 1,902 1,218 5,871 7,773 2,683 1,381 6,392 9,075
7,413 2,477 1,025 6,388 8,865 3,112 1,618 7,247 10,358
5,472 1,625 827 4,645 6,271 2,697 665 5,606 8,304
3,002 862 468 2,534 3,396 1,353 338 3,058 4,411
2,470 763 359 2,111 2,875 1,344 327 2,548 3,893
®) 3,406 1,366 345 3,061 4,427
©® 1,817 720 164 1,653 2,373
® 1,589 646 181 1,408 2,054
11,975 8,283 986 10,989 19,272 8,378 1,892 17,380 25,760
Men 7,210 4,952 575 6,635 11,587 4,501 1,169 10,418 14,921
4,765 3,331 411 4,354 7,685 3,877 723 6,962 10,839
Other than Hispanic ..................... 119,081 24,355 18,713 100,368 128,129 30,670 22,460 105,669 136,340
Men 63,607 12,681 10,712 52,896 67,393 16,328 12,448 54,945 71,273
55,474 11,674 8,001 47,472 60,736 14,342 10,012 50,724 65,067
Share (percent), 16 years
and older
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
54.0 54.0 57.3 53.5 53.6 53.3 55.9 53.1 53.2
46.0 46.0 427 46.5 46.4 46.7 441 46.9 46.8
84.8 81.6 84.4 84.8 82.1 74.8 83.5 81.9 80.2
46.3 45.6 48.7 45.9 44.8 41.2 48.2 441 434
38.4 36.0 35.7 38.9 37.4 33.6 35.4 37.8 36.8
111 13.4 11.4 11.0 11.3 14.8 12.3 111 12.0
5.4 5.8 6.2 53 53 6.9 5.7 52 5.6
5.7 7.6 52 57 6.0 8.0 6.6 59 6.4
4.2 5.0 4.2 4.2 4.3 6.9 2.7 4.6 5.1
2.3 2.6 2.4 2.3 2.3 3.5 1.4 25 2.7
1.9 2.3 1.8 1.9 2.0 34 1.3 21 24
®) 2.3 35 1.4 25 2.7
® 1.2 1.8 7 1.3 15
® 11 1.7 7 1.1 1.2
9.1 25.4 5.0 9.9 13.1 215 7.8 14.1 15.9
55 15.2 2.9 6.0 7.9 11.5 4.8 8.5 9.2
3.6 10.2 2.1 3.9 5.2 9.9 3.0 57 6.7
90.9 74.6 95.0 90.1 86.9 78.5 92.2 85.9 84.1
48.5 38.9 54.4 475 45.7 41.8 51.1 447 440
423 35.8 40.6 42.6 41.2 36.7 41.1 41.2 40.1
1 There was a disruption in the series for “Asian and other” and “Asian 2 The “All other groups” category includes (1) those classed as of
only” as a result of changes in the definition of the race categories in the multiple racial origin and (2) the race categories of (2a) American Indian and
2000 census. Data for 1984-94 represent the “Asian and other” race Alaska Native or (2b) Native Hawaiian and Other Pacific Islanders.
category with 1990 census weights. Data for 2004—14 represent the “Asian 3 Data for “All other groups” are not available for 1984 or 1994.
only” race category with 2000 census weights.
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In 2004, the Asian labor force totaled 6 million. About 2.7 million
members of this group are expected to enter the labor force over
the 2004-14 period. During the same timeframe, the number of
leavers in the group will be small, so the Asian labor force is
expected to number more than 8 million by 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 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 toward 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. (See table 8.)
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. As a result, young black and Hispanic
workers—those between 16 and 24 years—are expected to

increase their shares of the labor force. Historically, black
participants in the labor force have been about 1.5 to 3.0 years
younger than the overall labor force, a gap that is projected to
continue through 2014.

Hispanic participants generally have been younger due to
their higher levels of migration at younger ages. Hispanics are
projected to continue having a lower median age than that of
the overall labor force, but to age from a median of 35.0 years
in 2004 to 37.4 years in 2014, reflecting the aging of earlier
immigrants. Overall, the median ages of all racial and Hispanic
groups are expected to increase during the 2004-14 period. In
2004, the median age of Asian labor force participants was 1.0
year less than that of the overall labor force; the difference is
expected to decrease to 0.4 year by 2014.

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-
years-and-older age groups is increasing or if the share of
those under 25 years is decreasing. Table 9 presents such
information for the population and labor force aged 16 years
and older, by sex and age groups. From 1994 to 2004, the
proportion of those 55 years and older, both in the population
and in the labor force, increased. The group's proportion in
the labor force is expected to rise to 21.2 percent by 2014.
Also, during 1984-2004, the proportion of those 45 years and
older increased both in the population and in the labor force.
The increase in the share of those 45 years and older in the
labor force and in the population is projected to continue in
the future. 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 by 2014. On the basis of both
median age and age composition, the population and the labor
force are getting older.

il[.JCX: M Median age of the labor force by sex, race, and ethnic origin, 1984, 1994, 2004, and projected 2014

Group 1984 1994 2004 2014
TOtal oo 35.0 37.7 40.3 41.6
MEN ... 35.5 37.7 40.1 41.2
WOMEN ... 34.6 37.7 40.5 42.2
WHIte ... 35.3 38.0 40.8 423
BIACK ..ot 329 36.0 38.6 38.6
ASIANT L 34.9 36.6 39.3 41.2
HiSpanic Origin ........ccocviieeeiinieiiieees 30.7 33.2 35.0 374
White non-Hispanic ..........ccccceeveeneennnen. 35.6 385 41.8 43.8

1 There was a disruption in the series for “Asian and other” and “Asian
only” as a result of changes in the definition of the race categories in the
2000 census. Data for 1984—94 represent the “Asian and other” race category

with 1990 census weights. Data for 2004—-14 represent the “Asian only” race
category with 2000 census weights.
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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. Table 10 shows the economic
dependency ratio by age for selected years from 1975 to 2004
and projected for 2014.

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 dimin-
ished and the baby boomers moved to ages older than 16, the
economic dependency ratio decreased. Most of the 28-
percentage-point decrease for the total population between
1975 and 2004 stemmed from the decline in the number of
births. 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 points,
from 44 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 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 1975-94 period, the de-
pendency ratio of the group grew by 2 percentage points. In
2004, it fell to 21 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 pro-
jected to be the smallest group in 2014, is expected to rise
slightly to 22 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. The annual growth rate of the
labor force will slow to 1.0 percent. The U.S. labor force in
2014 is projected to be 162.1 million, an increase of nearly 15.0
million over the 2004 level.

In 2014, the labor force is projected to be older and to become
more diverse. During the past several decades, a combination of
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.

1[I CR°M Distribution of the population and labor force by age and sex, 1984, 1994, 2004, and projected 2014
Labor force Population
Group

1984 1994 2004 2014 1984 1994 2004 2014
Total, 16 years and older ............cccocueenne 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
16 to 24 years.......... 21.1 16.5 15.1 13.7 20.1 16.5 16.3 15.2
25 to 34 years...... 28.8 26.2 21.8 22.7 22.7 21.0 17.4 17.4
35 to 44 years...... 22.0 26.9 245 20.6 17.2 21.1 194 16.2
45 years and older ... 28.1 30.4 385 431 40.1 414 46.9 51.2
55 years and older .... 13.1 11.9 15.6 21.2 275 26.2 284 33.7
65 years and older .... 2.6 2.9 3.4 5.4 15.0 15.8 15.5 17.8
75 years and older .................... 4 .5 7 1.1 5.8 6.5 7.4 7.4
Men, 16 years and older ..............c.cceuune 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
16 to 24 years.......... 19.9 16.1 14.8 13.2 20.9 17.3 17.0 15.7
25 to 34 years...... 29.0 26.6 225 239 234 21.6 18.0 18.0
35 to 44 years...... 22.0 26.8 24.7 21.0 17.6 21.7 19.7 16.6
45 years and older ... 29.1 30.4 37.9 42.0 38.0 39.5 45.2 49.7
55 years and older .... 13.8 12.1 15.6 20.7 252 24.1 26.5 32.0
65 years and older .... 2.7 3.1 35 5.6 12.9 13.7 13.6 16.3
75 years and older. 4 6 7 1.1 4.4 5.1 5.9 6.1
Women, 16 years and older 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
16 to 24 years............. 22.7 16.9 15.5 14.2 19.3 15.9 15.6 14.6
25to 34 years...... 28.6 25.7 21.1 21.3 22.0 20.4 16.9 16.9
35 to 44 years...... 21.9 27.0 24.3 20.1 16.7 20.6 19.0 15.9
45 years and older ... 26.8 30.4 39.2 444 41.9 431 48.5 52.6
55 years and older .... 12.2 115 15.6 21.7 29.5 28.2 30.2 35.3
65 years and older .... 24 2.8 3.2 5.1 16.9 17.7 17.2 19.3
75 years and older ..................... .3 .5 .6 1.0 6.9 7.8 8.7 8.6
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IelJCHI  Economic dependency ratio by age, 1975-2004 and projected 2014

[Per hundred in the labor force]

Group 1975 1984 1994 2004 2014
Total population ..........c.cceceevivreniiiieiinnd 126.3 98.3 99.2 98.3 96.3
Under 16 years 61.4 45.8 47.7 44.1 42.1
16 to 64 years...... 44.2 30.5 28.8 33.0 31.5
65 years and older .. 20.7 22.1 22.7 21.2 22.6

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. The participation rate of
Hispanics will continue to increase.

A combination of structural, cyclical, and demographic/com-
positional factors will affect the detailed labor force participation
rates of the various age, sex, race, and ethnic groups, resulting in
changes in the future overall labor force participation rate.

In its past labor force projections, the Bureau has stated,
“The participation rates of women are projected to increase
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