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Assessing the Labor Market Recovery
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Source: Bureau of Labor Statistics, Current Population Survey; CEA calculations.



Trends In Labor Force Participation and the 
Employment-Population Rate

2Note: Shading denotes recession. All figures restricted to persons 16 years and older.
Source: Bureau of Labor Statistics.
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Four Potential Explanations of LFPR Decline
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The LFPR rate fell 3.1 percentage points from 2007-Q4 to 2015-Q2. 
This can be attributed to:

Structural
1. Aging of the population. This is the mechanical impact of, for example, having fewer 

55-59 year olds (male e-pop = 73%) and more 70-74 year olds (male e-pop = 20%).

2. Non-aging trends. E.g., prime-age male participation rates have been declining since 
the early 1950s and prime-age female participation rates have been declining since 
the late 1990s.

Cyclical
3. Normal business cycle. Historically, for every 1 percentage point elevation in the 

unemployment rate, the participation rate is 0.1 to 0.2 percentage points lower.

4. Unusual business cycle. The Great Recession was unusually severe and hit a labor 
market that has undergone structural changes, making the cyclical impact different.

Note – CEA’s statistical analysis combines 2 and 4 as a residual.



CEA’s Decomposition of the LFPR Decline
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Everyone Else’s Decomposition of the LFPR Decline
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Comparison of Participation Rate Estimates 

 Time Period 

Shares of the 
Total Decline 

CEA 
Estimated 

Shares Over 
Same Time 

Period 

Trend Cycle Trend Cycle 

CEA 2007:Q4 – 2014:Q4 55% 17%   
      
Beginning in 2007      
CBO (2014)  2007:Q4 – 2013:Q4 50% 33% 48% 25% 
S. Aaronson et al. (2014) 2007:Q4 – 2014:Q2 82% 11% 51% 21% 
D. Aaronson et al. (2014) 2007: Q4 – 2014:Q3 74% 13% 54% 19% 
Erceg and Levin (2013) 2007-2012 17% 55% 55% 42% 
Fallick and Pingle (2013) 2007:Q4 – 2013:Q2 75% 16% 53% 35% 
Kudlyak (2013) 2007-2012 80% 20% 55% 42% 
Shierholz (2012) 2007-2011 31% -- 49% 59% 
Van Zandweghe (2012) 2007-2011 42% 58% 49% 59% 
Aaronson et al. (2006) 2007-2013 82% -- 48% 25% 
      
Other time periods      
CEA (2014) 2011:Q1 – 2014:Q4 77% -39%   
Fujita (2014) 2000:Q1 – 2013:Q4 65% 30% 39% 19% 
Aaronson, Davis, and Hu (2012) 2000-2011 40% -- 43% 43% 

 Source: Cited studies; CEA calculations.



Cyclical Component of the Decline
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The Case for the Residual Being Non-aging Trends 
(i.e. Structural)

7Source: Bureau of Labor Statistics; Aaronson et al. (2006); CEA calculations.
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The Case for the Residual Being Unusual Business Cycle (i.e. 
Hopefully Cyclical)
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Source: Bureau of Labor Statistics; CEA calculations.



Are a Range of Labor Market Variables Increasingly Cyclically 
Sensitive?

9Source: Bureau of Labor Statistics; CEA calculations.
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Rising Trend for Older Workers and Falling Trend for Younger
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Prime-Age LFPR Across OECD Economies
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Labor Markets Across OECD Economies
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Working Families Policies Across OECD Economies
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The Outlook for Participation
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