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Who Is Working Less?
Salim Furth, PhD

abor force participation in the past few years has

been lower than at any time since the 1970s. Her-
itage Foundation research using Current Population
Survey (CPS) data finds that labor force participa-
tion decreased more among low-income households
than among high-income households. Our finding
contradicts results found by Stanford University
economist Robert Hall using a separate data source
and indicates that more research is needed to fully
understand the shifts in labor force participation.

Hall’s Surprising Finding

In testimony before the Senate Finance commit-
tee, Hall surprised labor market scholars by pre-
senting new and counterintuitive evidence about
labor force participation.! Comparing post-reces-
sion years (2011-2013) with dot-com boom years
(1998-2000), he found that labor force participa-
tion had increased in families with below-average
income and decreased in families with above-aver-
age income.

Hall used the Survey of Income and Program
Participation (SIPP) to measure changes over time
in labor force participation among families at dif-
ferent levels of income. One potential reason that
Hall’s findings were a surprise is that most labor
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force statistics, including the official unemploy-
ment rate, come from a different source, the Cur-
rent Population Survey. Indeed, when my colleagues
and I used the CPS to make the same calculations as
Hall, we found very different results.? Table 1 shows
that, although we found similar results for teenag-
ers (working much less) and seniors (working more),
our findings for adults of prime working age contra-
dict Hall’s contention that lower-income adults have
been working more.?

Business Cycles and Demographics

In addition to examining the entire 1998-2013
change, we looked at how labor force participation
changed before and after 2007. Not surprisingly,
the changes from 2007 to 2013 are much larger for
working-age adults, as Table 2 shows. Labor force
participation changes that began before 2007—such
as the declining work of those under age 35—reflect
evolving labor supply choices rather than just the
weak labor market of the post-recession period.

However, statistics that divide workers between
lower-half and upper-half households should be
interpreted with caution: Income and labor force
participation are not independent. Few households
have more than two working-age adults. When one
of them decides to stop working, the result is usual-
ly a significant decrease in household income. Thus,
participation and income are closely connected.

Another way to analyze changes in labor force
participation is to focus on household demograph-
ics, which are much more stable. Using CPS data,*
we found that the decline in labor force participa-
tion rate was greater in households with one prime-
working-age adult than in households with two or
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TABLE1
Changes in Labor Force Participation Rates by Age, Sex, and Family Income

FROM 1998-2000 TO 2011-2013

Hall (SIPP) Heritage (CPS)
Men Women Men Women
Lower Half Upper Half Lower Half ~ Upper Half Lower Half ~ Upper Half ~ Lower Half Upper Half
Teenagers -7.1% -15.6% -8.8% -15.9% -17.1% -18.8% -14.2% -16.2%
20to34 -4.4% -4.7% -1.9% -3.8% -5.6% -4.3% -2.5% -3.3%
35t0 59 1.4% -1.7% 0.4% -0.9% -3.1% -0.6% -2.9% 0.2%
60+ 4.7% 2.8% 3.9% 8.9% 3.6% 8.2% 4.5% 12.0%

Sources: Figures for Hall (SIPP): Robert E. Hall, testimony before the Committee on Finance, U.S. Senate, January 22, 2015, p. 5, Table 1,
http://www.finance.senate.gov/imo/media/doc/Hall%20testimony.pdf (accessed February 15, 2015). Figures for Heritage (CPS): Heritage
Foundation calculations based on data from U.S. Census Bureau, Current Population Survey.
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TABLE 2
Changes in Labor Force Participation Rates, Before and During the Great Recession

1998-2000 to 2005-2007 2005-2007 to 2011-2013
Men Women Men Women
Lower Half Upper Half Lower Half ~ Upper Half Lower Half ~ Upper Half ~ Lower Half Upper Half
Teenagers -7.8% -10.3% -7.4% -9.6% -9.3% -8.5% -6.8% -6.6%
20to34 -1.2% -2.4% -1.9% -1.9% -4.4% -1.9% -0.6% -1.4%
35t0 59 -0.2% -0.3% -1.0% 0.3% -2.9% -0.3% -1.9% -0.1%
60+ 2.2% 7.5% 3.3% 8.9% 1.3% 0.7% 1.3% 3.1%

Sources: Heritage Foundation calculations based on data from U.S. Census Bureau, Current Population Survey. IB 4354 R heritage.org

three. However, because the population of multi- Table 3 shows that prime-age labor force partici-
adult households is much larger, more than half of = pation varies across sex, marital status, and house-

the decline in participation has taken place in multi- hold size in systematic ways. It also shows that par-
adult households. ticipation has been declining for several categories

1. Robert E. Hall, testimony before the Committee on Finance, U.S. Senate, January 22, 2015, p. 5, Table 1,
http://www.finance.senate.gov/imo/media/doc/Hall%20testimony.pdf (accessed February 15, 2015).

2. Credit for much of the research presented here is due to Alex Belica, a member of The Heritage Foundation’s Young Leader's Program.

3. The statistics reported in Tables 1and 2 are derived from respondents’ answers to the employment status (EMPSTAT) survey question in the
Annual Social and Economic Supplement of the Current Population Survey. In addition to demographic variables, we assigned each individual
to an income bin by comparing his or her family income with the median family income of all families in the current year.

4.  The earlier calculations used the Annual Social and Economic Supplement of the Current Population Survey, which has data on annual income.
The calculations in this paragraph use the Monthly Outgoing Rotation Group, which has a larger sample size, but lacks annual income data.
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of prime-age workers. Labor force participation
rates declined steadily for married and unmarried
people, for people with and without another work- Labor Force Participation Rates by
ing-age adult in the household,® and for women as Marriage, Sex, and Household Size
well as men.

James Sherk’s research on labor force participa-
tion looked at the reasons why people have left (or

TABLE 3

ALL FIGURES ARE FOR ADULTS AGE 30-54

Married People
never entered) the labor force.* Among the young, 1999 2007 2013
school is the main reason, especially since far fewer Male 94.5% 94.0% 92.6%
teenagers are working while in school. Among the Fernale 24.4% 73.6% 72.0%

middle-aged, the number of former workers on dis-
ability benefits has increased considerably, despite

) i ’ Unmarried People in Single-Adult Households
the general improvement in health and life expec-

Hall’ . h h A : 1999 2007 2013
tancy.1 a .s testln;)ny shows that as ‘merlians Male 85 2% 84.6% 812%
spent less time working, they spent more time sleep- Fernale 82.9% 80.5% 78.7%

ing and consuming entertainment.’

Unmarried People in Multi-Adult Households

More Research Needed
ore liesearc . cede 1999 2007 2013
More research is necessary to understand why the
. . . Male 85.1% 85.1% 82.8%
SIPP and the CPStell such drastically different stories
.. . . Female 78.6% 76.2% 74.0%
about labor market participation. In the meantime,
the uncertainty is a good reminder that data alone
are a poor guide to policy. Economic policies should Note: In this analysis, household size is deﬁngd as the number
. . . . . of adults age 25 to 59. Thus, a 32-year-old with a 28-year-old
always be in accordance with maintaining economic roommate is in a multi-adult household, and the 32-year-old is
freedom and following sound economic theory. counted. However, the 28-year-old roommate is not counted.

Sources: Heritage Foundation calculations based on data from
U.S. Census Bureau, Current Population Survey.

—Salim Furth, PhD, is Senior Policy Analyst in
Macroeconomics in the Center for Data Analysis, of
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5. We define "married” as those who have a civilian or military spouse present. Those who reported having an absent spouse were not
considered “married” for the purposes of this analysis.

6. James Sherk, “Not Looking for Work: Why Labor Force Participation Has Fallen During the Recovery,” Heritage Foundation Backgrounder
No. 2722, September 4, 2014, http://www.heritage.org/research/reports/2014,/09/not-looking-for-work-why-labor-force-participation-has-
fallen-during-the-recovery.

7. Hall, testimony before the Committee on Finance, p. 6, Table 2.
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