The Labor Force Participation Rate

Aging population is a major part of recent declines

he labor force participa-
I tion rate — essentially

the percentage of the
population 16 or older that’s ei-
ther working or actively seeking
work — has declined in both
Alaska and the U.S. as a whole
over the last decade. But labor
force participation rates rise and
fall for different reasons, and
moves in either direction do not
in themselves signal a strength-
ening or weakening economy.

If the rate declines because
people give up on their job
searches, often described as

Alaska, U.S. Rates Both on Decline
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Note: This graph uses a different data set and scale than Exhibit 2. See the box at
the bottom of this page for more on these sources.

Sources: Alaska Department of Labor and Workforce Development, Research and
Analysis Section; and U.S. Department of Labor, Bureau of Labor Statistics Current
Population Survey

“discouraged workers,” that can

signal a stagnant or weaken-

ing economy. However, if the rate falls because a
large number of people retire, that’s not necessar-
ily negative.

The big economic story for the nation over the
last decade was the Great Recession, which offi-
cially began in December 2007 and ended in June
2009, although the U.S. has been slow to recover
and has yet to regain a significant percentage of
its lost jobs. By one measure, the U.S. labor force
participation rate fell from 66.6 percent in 2002 to
64.1 percent in 2011, with most of the decline oc-
curring after the recession hit. (See Exhibit 1.)

About the two data sets this article uses

The Current Population Survey is a monthly survey conducted by

the U.S. Census Bureau and the U.S. Bureau of Labor Statistics. Its
highest-profile use is as one of the main inputs for the monthly unem-
ployment rate. Because the number of surveyed households is small
— around 1,000 for Alaska — its use is limited for other purposes.

The other data set, the American Community Survey, is a U.S. Cen-
sus product and the result of a larger, ongoing survey that replaces
information formerly collected by the Census long form.

Alaska was affected by the Great Recession, but
it was largely insulated by its oil-based economy
and the fact that its housing market did not bubble
and burst. Yet by the same measure used for the
U.S., Alaska’s rate fell from 69.1 percent to 66.2
percent, with the same accelerated decline from
2008 to 2011. This implies other factors besides
the recession were at work in Alaska.

Looking in detail at the labor force participation
rate and the factors that drive it can help us bet-
ter understand unemployment and the current
economic climate, and can also shed light on the
future makeup of the state’s labor force.

Cyclical vs. structural causes

Short-term economic changes during business
cycles — the repeating ups and downs economies
typically experience — are called “cyclical” fac-
tors. People tend to move in and out of the labor
force as the economic climate changes.

During economic expansions, a greater demand
for goods and services, the need for more work-
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ers, and the resulting upward pressure on wages
may entice those sitting on the sidelines to enter
or re-enter the labor force. For example, a student
contemplating graduate school may go straight
into the work force instead if the job market is fa-
vorable, or a stay-at-home parent may re-enter the
job market because the conditions are right and
employers are especially hungry for workers.

The opposite is also true — during a recession,
the drop in demand for goods and services often
leads to layoffs. If the economic slump lasts long
enough, some of the formerly employed job seek-
ers may grow discouraged and drop out of the
labor force.

But there are also longer-term dynamics, or
“structural” factors, at work in an economy. Shifts
in demographics, for instance, can affect labor
force participation rates. Mismatches between
workers’ skills and employers’ needs due to tech-
nological or other long-term changes can also
have an effect.

One of the biggest structural factors at work in
recent years is the aging of the nation’s baby
boomers — the especially large group of the U.S.
population born between 1946 and 1964. The
leading edge of that group has recently begun to
reach retirement age, which means an outsized
group of people are beginning to retire or likely to
retire in the near future.

Isolating demographic changes

Separating demographic-driven changes in labor
force participation rates from recession-related
cyclical changes is important in assessing whether
an economy may benefit from corrective action or
whether a downturn in participation will simply
run its natural course.

Methods for isolating the demographic com-
ponent at the national level show demographic
changes have been a major driver in U.S. par-
ticipation rate declines. In Alaska, much of the
decline in labor force participation rates also
appears to have been structural, and more specifi-
cally connected to demographic trends.

ACS provides look at gender, age

The overall labor force participation rates for
Alaska and the U.S. discussed earlier came from
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Alaska’s Age Structure Shifts

Percentage of population, 2005 to 2011

Age 2005 2006 2007 2008 2009 2010 2011
16-19 9.0% 9.1% 8.8% 83% 8.7% 7.4% 7.0%
Male 9.2% 9.2% 8.9% 8.6% 8.4% 7.2% 7.0%
Female 8.9% 9.0% 8.7% 8.0% 8.9% 7.6% 7.0%
20-24 9.6% 9.8% 11.2% 11.0% 10.9% 10.2% 10.6%
Male 10.0% 10.7% 125% 12.2% 11.6% 10.5% 11.4%
Female 9.1% 8.9% 9.7% 9.7% 10.1% 10.0% 9.8%
25-34 16.0% 18.3% 18.0% 18.8% 19.0% 19.0% 19.2%
Male 155% 185% 18.3% 19.0% 19.8% 19.5% 19.4%
Female 16.5% 182% 17.7% 18.6% 18.1% 18.4% 18.9%
35-44 20.6% 19.6% 185% 183% 17.0% 17.1% 16.8%
Male 20.5% 19.3% 18.1% 18.1% 16.6% 17.3% 16.5%
Female 20.7% 19.9% 18.9% 18.4% 17.5% 16.9% 17.2%
45-54 224% 21.3% 20.9% 20.0% 20.0% 20.5% 19.5%
Male 22.3% 21.1% 20.3% 19.2% 19.5% 20.1% 19.3%
Female 22.5% 21.4% 21.5% 20.8% 20.5% 21.0% 19.6%
55-64 135% 13.3% 13.8% 144% 148% 16.1% 16.4%
Male 14.2% 13.6% 13.9% 14.3% 151% 16.5% 16.6%
Female 12.8% 12.9% 13.6% 14.5% 14.4% 15.6% 16.2%
65+ 8.8% 8.6% 8.9% 9.2%  9.7% 9.8% 10.5%
Male 8.3% 7.6% 8.1% 85% 8.9% 9.0% 9.9%
Female 9.4% 9.6% 9.9% 9.9% 105% 10.6% 11.2%

Sources: Alaska Department of Labor and Workforce Development, Research
and Analysis Section; and U.S. Census Bureau, American Community Survey

the Current Population Survey, the most authorita-
tive source on U.S. and state labor force participa-
tion rates overall.

The analysis that isolated demographic factors in
Alaska’s labor force participation rate declines
used more detailed data from the American Com-
munity Survey, or ACS, a sample-based survey
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Participation Rates by Age and Gender
Alaska, 2005 to 2011

Age 2005 2006 2007 2008 2009 2010 2011

16-19 48.3% 52.0% 50.5% 51.4% 46.0% 44.4% 39.1%

Male 452% 50.8% 45.7% 49.4% 45.7% 42.9% 37.4%

Female 51.7% 53.4% 55.7% 53.8% 46.3% 459% 41.0%

20-24 754% 73.8% 69.8% 742% 71.1% 66.3% 71.8%

Male 79.8% 722% 66.4% 735% 71.1% 62.1% 69.7%

Female 70.3% 75.7% 745% 75.1% 712% 71.1% 745%

25-34 79.4% 765% 76.2% 77.6% 76.0% 753% 76.4%

Male 86.2% 81.2% 80.3% 78.6% 79.3% 77.7% 77.0%

Female 72.8% 71.5% 715% 76.5% 722% 725% 75.7%

35-44 81.3% 81.0% 81.1% 79.7% 79.2% 79.2% 82.1%

Male 86.1% 83.9% 84.9% 82.0% 81.6% 851% 852%

Female 76.3% 78.1% 77.0% 77.3% 76.9% 72.8% 78.9%

45-54 82.4% 81.9% 81.2% 82.3% 83.9% 83.1% 82.1%

Male 88.6% 85.1% 83.7% 85.6% 87.6% 84.9% 86.6%

Female 76.1% 785% 78.6% 78.9% 80.1% 813% 77.4%

55-64 62.4% 64.8% 649% 67.7% 67.6% 68.7% 66.8%

Male 66.7% 70.0% 70.1% 70.0% 71.8% 74.4% 68.6%

Female 57.6% 59.1% 59.0% 65.1% 62.9% 62.3% 64.9%

65+ 16.6% 18.0% 20.0% 23.1% 24.0% 24.0% 22.3%

Male 19.8% 19.8% 26.7% 28.7% 25.1% 28.8% 23.5%

Female 13.6% 16.4% 14.0% 17.9% 22.9% 19.6% 21.1%

All 69.4% 69.5% 68.6% 69.9% 68.7% 68.3% 68.1%

Male 74.0% 72.6% T71.3% 71.9% 71.6% 71.4% 69.9%

Female 64.7% 66.2% 65.6% 67.7% 657% 65.0% 66.2%
Source: U.S. Census Bureau, American Community Survey 1-Year Estimates

put out by the U.S. Census Bureau. (See the box
on page 4 for more detail.)

Both surveys show a declining participation rate,
but there are variations between the two and to
avoid confusion, it’s important to recognize which
is being used. All of the information on participa-
tion rates by age and gender that follow uses ACS
as its source.

Though the state’s rate fell by 1.3 percentage
points from 2005 to 2011, the decline would have
only been 0.5 percentage points if demographic
changes were excluded. This means shifts in the
state’s age structure account for over 60 percent
of the total decline in the rate from 2005 to 2011.
(See Exhibit 2.)

Alaska’s age structure shifts

The state’s population has a growing concentra-
tion of those between 20 and 34 years old as well
as those 55 and older. (See Exhibit 3.) Both of
these groups have consistently lower participa-
tion rates than the age groups between 35 and 54.
Members of the younger group are more likely

“Cyclical” changes: Temporary ups and
downs in the economy due to business
cycles and recessions

“Structural” changes: Long-term changes
in the makeup of the labor force due to de-
mographic shifts or mismatches between
worker skills and employer requirements

to be in college or postsecondary training and are
not yet part of the labor force. Those in the older
groups are more likely to be ending their careers
and leaving the labor force.

Removing the demographic influence shows
Alaska’s labor force participation rate actually
increased from 2010 to 2011. At this stage of the
analysis, the specifics of these changes and their
reliability are less relevant than the concept that
these demographic influences on the rates are im-
portant to acknowledge and track.

More older people in labor force

Although the overall labor force participation rate
has been on a long-term decline, the ACS shows
that not all age groups have followed that pattern.
(See Exhibit 4.) Most notably, people in the 55-
to-64 and 65-plus age groups were participating at
higher rates in 2011 than they were in 2005. Rates
among the 55-t0-64 age group increased 4.4 per-
centage points, and rates were up 5.7 percentage
points for those ages 65-plus. (See Exhibit 5.)

In contrast, younger generations’ rates have fall-
en. Participation declined 3.0 percentage points
among those between 25 and 34, and by 9.2
percentage points for those from 16 to 19. (See
Exhibit 4.)

Though the specific causes of the increasing
participation rates for older Alaskans and de-
creasing rates for the younger groups are un-
known, the recession likely played a role for
both. Even though Alaska weathered the reces-
sion better than most, retirement investments
lost value everywhere, affecting decisions about
when people could afford to retire. Some for-
merly retired people re-entered the labor market,
possibly out of necessity — either because of a
loss of retirement savings or the loss of a job by
a spouse or someone else in the household.
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At the other end of the spectrum, younger Alas-
kans just entering the labor market had more dif- Older, Younger Rates Diverge

ficulty finding work and would also have been Alaska labor force participation rates, 2005-11
more likely to lose their jobs when employers cut

back. People are also less likely to leave their jobs 100% Younger Age Groups
during economic downturns, which means fewer
openings for young people. 80%
pening young peop — ] 25.34
60% —20-24
Gap narrows between genders 40% e — 1619
While age has played a central role in labor force 20%
participation rates, participation rates among both 0 : | | | |
genders have also changed notably. 2005 2006 2007 2008 2009 2010 2011

Male participation rates dropped from 74.0 per- S G

cent in 2005 to 69.9 percent in 2011. Over the 100%

same period, participation rates among women

moved in the opposite direction, growing from 80%

64.7 percent in 2005 to 66.2 percent in 2011. (See 60%

Exhibit 6.) 29560
40% — 65+

Though a higher percentage of men still partici- 20% f— o

pated in the labor force, the difference narrowed 0 | | | : :

over that brief period, from 9.3 percentage points 2005 2006 2007 2008 2009 2010 2011

in 2005 to just a 3.7 percentage point gap in 2011.

. Sources: Alaska Department of Labor and Workforce Development, Research
The different trends for men and women become and Analysis Section; and U.S. Census Bureau, American Community Survey
even more pronounced when looking at certain
age groups. Male participation rates for those be-
tween 16 and 29 fell from 69.6 percent in 2005 to

63.7 percent in 2011. Female participation rates Participation by Gender
for that same age group grew slightly overall, Alaska, 2005 to 2011
from 65.5 percent to 65.9 percent, and peaked at EMen B Women
69.0 percent in 2007. Participation rates among 76.0%
women surpassed those for men for that age 74.0%
group in 2007 and remained higher over the 2008- 72.0% -
to-2011 period. 70.0% -
68.0%
Recession hardest on young men 66.0% -
64.0%
Though participation rates among men have fallen 62.0%
overall and part of the reason for that is the aging 60.0%
population, some data suggest the recession and 58.0%
related cyclical factors have been responsible for 2005 2006 2007 2008 2009 2010 2011

most of that decline. Source: U.S. Census Bureau, American Community Survey 1-Year
Estimates

Nationally, the recession was particularly hard on

men — the most significant job losses were in in-

dustries such as construction and manufacturing,

where a higher percentage of workers are male.

Alaska’s milder job losses were in some of those

same industries — especially construction.

However, female-dominated industries such as

health care were barely touched by the recession.
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Young Men’s Rates Fell Most
Alaska labor force participation, 2005-11
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This means changes in labor force
participation rates among women
were mainly driven by other forces,
including demographic changes.

Labor force participation grew for
all men and women over the age of
35, and for all women over age 20.
However, the recession was hard-
est on the young, and particularly
young men. Male participation rates
declined for all men 34 and younger.
However, female participation de-
clined only for the 16-t0-19 age
group. (See Exhibit 7.)

Trends Index 2012

January

Employment Forecast for 2012

Employment Scene: Unemployment rate
at 7.3 percent in November

February

Federal Spending in Alaska: Funding and
employment a major part of state economy

The Insured Unemployment Rate: What it
says about Alaska’s seasonal workforce

Poverty Measures in Alaska: The national
thresholds and how the state compares

Employment Scene: Unemployment rate
stays at 7.3 percent in December

March

The Span of Alaska’s Railways: Modern
transportation, enduring piece of history

Workplace Deaths on Steady Decline: Even
the most dangerous jobs become safer

Employment Scene: What if Alaska had fol-
lowed the U.S. recession pattern?

April

Alaska’s Highly Migratory Population: Moves
to, from, and across the state

The Air Transportation Industry: Flying plays a
bigger role in Alaska

Employment Scene: QCEW, a reliable em-
ployment series to follow

May
Holding Multiple Jobs in Alaska: More com
mon among young workers, women

Alaska Fish and Wildlife Biologists: Educa-
tion, wages, and employment outlook

A Few Facts About Alaskans: The American
Community Survey covers a lot of ground

Employment Scene: Unemployment by race
and ethnicity

June

Alaska’s High School Graduates: An early
look at where they go and what they do

Alaska’s Public Schools: A profile of occupa-
tions, earnings, and employment

The Insured Unemployment Rate: Why it's
often the highest in the United States

Employment Scene: How much money Alas-
kans made in 2011

July

The Cost of Living in Alaska: Energy prices a
large part of 2011’s rise in inflation

Employment Scene: Characteristics of
Alaska'’s labor force

Au gust

The Shift to an Older Alaska: Baby boomers
changed the makeup of the state’s popula
tion

Prince of Wales: Area redefines its economy
after the timber decline

Household and Personal Income: Recent
release covers range of rural areas

Employment Scene: Alaska’s labor force is
more diverse than the nation’s

September
Foreclosures in Alaska: How the state

compares to the nation

Most Alaska Employers Are Small: ... But the
majority of private-sector jobs are in larger
firms

Employment Scene: Unemployment rates are
subject to multiple revisions

October

Industry and Occupational Forecasts, 2010
to 2020

Employment Scene: How seasons affect
industries

November

Alaska’s Fishermen: Harvests, earnings, and
their other jobs

Long Hours on the ‘Slime Line’: Seafood
processors key to Alaska’s largest export

Aleutians West Census Area: An area with a
turbulent past, flourishing modern ports

Employment Scene: Seasonal adjustment
and how it works

December

The Nome Census Area: From the gold rush
to a service-based economy

Housing Has Become More Affordable: But
it's become harder to get a mortgage

Girdwood Carves Its Own Identity: Leisure
industry defines community’s economy

Employment Scene: How Alaska’s industry
mix compares with the U.S. as a whole
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