You Are Viewing an Archived Copy from the New Jersey State Library

NJ Labor Market Views

issue #26

Labor Force Participation in

New Jersey

by Sen-Yuan Wu, Research Economist

The Demographics of Labor
Force Participation

Are you in or are you out — of the
labor force, that is? The answer to this
guestion has important implications for
determining the economic strength of
New Jersey and the United States.

It is difficult to know if the state or
national labor force is large enough to
meet the demands of today’s global
marketplace by looking at the number
of adults in the working age population
(age 16 and above). What truly matters
is knowing what percentage of individu-
als within that large group are actually
available for work. That vital number
is called the labor force participation
rate (LFPR).

The labor force participation rate is
defined as the percentage of working-
age persons age 16+ who are either
employed or unemployed but looking for

ajob. Some working-age persons may
not participate in the labor force volun-
tarily (don’t want to work) or involun-
tarily (unable to work). Non-participants
typically include full-time students,

stay at home parents, retirees, people
with poor health or lack of employable
qualifications (e.g., necessary knowl-
edge and skills), and

decrease in the number of these active
workers or jobseekers has a direct im-
pact on employers, educators, govern-
ment policymakers — and the general
public.

The labor force participation rate
(LFPR) varies by age, sex, race, educa-
tion, and disability status, among other
things:

e The rate of the prime-
age population (25-54
years old) has histori-
cally remained above
80 percent, but has
recently declined.

* Rates of “older work-
ers” (55 years and over)
have steadily increased
in recent years.

» Male workers have historically
had a higher labor force par-
ticipation rate than their female
counterparts, although the gap
has gradually shrunk since 1970.

*  Whites are more active par-
ticipants in the labor force than
African Americans, and

* Ahigher percentage of Hispanics

are in the labor force than non-
Hispanics.
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Education, training and Labor Force Participation Rate by Sex, Race and Hispanic Origin:

health enhance employability. In New Jersey and United States, 1999 to 2012

2011, more than 86 percent of Male Female White Black Hispanic

the 25-64 years old population Year Us| NJ| Us| NJ| us| NJ| wus NJ| US NJ

with a college degree were in 1999 | 74.7| 755| 60.0| 59.5| 67.3| 66.9| 658 67.5| 67.7| 707

the labor force, compared with 2000 | 74.8| 755| 59.9| 584| 67.3| 66.2| 658| 67.9| 69.7| 71.6

64.5 percent of those without 2001 | 74.4| 743| 59.8| 587 67.0| 655| 653| 67.4| 69.5| 68.6

a high school diploma in New 2002 | 74.1| 73.8| 59.6| 59.5| 66.8| 65.7| 64.8| 67.5| 69.1| 68.4

Jersey. Only 44.6 percent of the  |2003 | 73.5| 73.7| 595| 59.2| 66.5| 657| 643| 66.7| 68.3| 699

18-64 population with a disabil- 2004 | 73.3| 74.0| 59.2| 58.4| 66.3| 65.8| 63.8| 652| 68.6| 722

ity were in the labor force while 2005 | 73.3| 75.3| 59.3| 582| 66.3| 659| 642 67.1| 68.0| 726

82.2 percent of those without 2006 | 73.5| 75.2| 59.4| 587| 66.5| 66.2| 641 66.5| 68.7| 70.6

any disability were participating 2007 | 73.2| 745| 59.3| 586| 66.4| 66.3| 63.7| 63.0/ 68.8| 709

in New Jersey'’s labor force in 2008 | 73.0/ 73.6| 59.5| 60.2| 66.3| 66.7| 63.7| 64.1| 685| 723

2011. 2009 | 72.0| 74.0| 59.2| 60.8| 658| 67.8| 624| 64.9| 68.0| 728
2010 | 71.2| 73.6| 58.6| 59.6| 65.1| 66.5| 622| 653| 67.5| 732

The Rise and Fall of the  |2011 | 705| 733| 581| 59.8| 645| 66.4| 61.4| 642 665 71.3

Labor Force Participation |2012 | 70.2| 726| 57.7| 59.7| 640| 657| 615 643| 66.4| 732

Rate Source: US Bureau of Labor Statistics, Current Population Survey

In spite of declining labor to 60% in 2012). Incidentally, Pennsylvania’s

force participation among men, the overall 1.5 percentage points decline from its peak

labor force participation rate in the US, lifted level and New York’s 1.8 percentage points

by increasing women'’s participation, has decline were the second and third smallest

climbed gradually since 1970 (60.4%) to shortfalls in the nation, respectively.

reach its peak in 1999 (67.1%). Nonethe-
less, the rate has been trending downward
ever since. It had gradually declined but
remained above 66 percent until 2008, then

The comparative resilience of New Jer-
sey’s LFPR was due mainly to the relatively
high participation rates of women, Hispanics
and older workers. After a moderate decline

dropped further to 65.4 percent in_ 2009 and between 1999 and 2007, NJ's female LEPR
to 64.7 percent and 64.1 percent in 2010 has been higher than its 1999 level since

and 2011, respectively. The preliminary 2012 54548 The Hispanic LFPR has remained

estimate is _just 63.7 percent - a full 3.4 per- above 70 percent in New Jersey in almost
centage points _b?""’_“ the 1999 Ieyel. If the all years except 2001 to 2003, and was as
labor force participation ra_te remains at the high as 73.2 percent in 2010 and 2012. The
67.1 percent Ievgl, the nation wquld have LFPR of the 55 and older population has
163,244,000 estimated workers in 2012 — increased substantially almost every year

about 8.3 million more labor force members since 1999. The 2012 participation rate for
than we actually had (154,970,000). 55-64 year olds (72.2%) was 10.4 per-

The decline of New Jersey’s LFPR was centage points higher than it was in 1999.
neither as rapid nor continual as the na- Moreover, the participation rate of the 65
tion as a whole. After a moderate decline and older group has more than doubled from
from 67.1 percent in 1999 to 65.8 percent 11.5 percent in 1999 to 23.7 percent in 2012.

in 2004, New Jersey’s overall LFPR man-
aged to reach another peak of 67.2 percent
in 2009 before dropping to 66.4 percent in
2010 and 2011. The preliminary 2012 esti-
mate is 65.9 percent - 1.3 percentage points
below its highest level, which is the small-
est shortfall to the peak among 50 states.
Michigan had the most severe decline in
labor force participation (from 68.9% in 2000

A declining labor force participation rate
coupled with slow population growth will
result in a stagnant labor force. As “baby
boomers” start to retire or pass their prime
age while the nation’s fertility remains low,
the growth of labor force in the US and
New Jersey will be slower than the previous
decade unless labor force participation rates
rise. Despite the current downward trend,
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the nation’s (and the state’s) labor force
participation rate could increase again if job
opportunities become abundant and workers
are well prepared for the jobs.

Labor Force Participation and
Unemployment

Faster job growth could lead to a higher
labor force participation by fostering a per-
ceived optimistic outlook of job opportunities
in a given labor market. Yet, a higher labor
force participation rate may, in turn, cause
higher unemployment when employment
growth fails to keep pace with the increasing
labor force. Thus, a higher/lower LFPR can-
not be straight forwardly explained by the
increase/decrease of unemployment rate,
and vice versa.

The association between the LFPR and
the unemployment rate was unclear in New
Jersey before the 2007 recession, as the
two rates increased/decreased together in
some years but went in opposite directions
in other years. During the recession years
(2008 and 2009), the rising LFPR may have
contributed, at least partly, to the state’s
higher unemployment rates. After the reces-
sion officially ended in 2009, the state’s un-
employment rate remained stubbornly high,
which may have deterred some workers
from entering or reentering the labor force,

and hence the declining participation rate so
far in this decade (2010-2012).

Based on 1999-2012 data, the correlation
between New Jersey’s LFPR and unemploy-
ment rate was low (r=0.031). However, the
correlation was strong in certain age groups.
Higher unemployment rates were highly cor-
related with higher LFPRs among the state’s
65 and over (r=0.685) and 55-64 (r=0.655)
labor force. That is, the elevated participa-
tion rates of New Jersey’s older workers may
have contributed to their increasing unem-
ployment rates. For instance, between 2000
and 2012, the participation rate jumped from
12.0 percent to 23.7 percent among workers
65 and over while their unemployment rate
also more than tripled from 2.6 percent to
9.0 percent. In contrast, significant nega-
tive correlations between unemployment
rates and LFPRs were found among New
Jersey’s younger workers. The correlation
coefficients were -0.524 for the 25-34 year
olds and -0.456 for the 16-24 age group. It
is implied that the rising unemployment rate
might have discouraged labor force partici-
pation among the state’s younger workers.
For instance, when the unemployment rate
rose to 9.8 percent in 2010 from 3.6 percent
in 2000 among the state’s 25-34 year olds,
their labor force participation rate dropped to
82.2 percent from 84.5 percent.

New
Labor Force Participation Rate (LFPR) and Unemployemnt Rate (UR) Jersey
by Age Group: New Jersey, 1999 to 2012 vs. United
16 to 19 20 to 24 25 to 34 35 to 44 45 to 54 55t064 | 658&0ver | oiatac

Year | UR|LFPR| UR|LFPR| UR|LFPR| UR|LFPR| UR|LFPR| UR|LFPR| UR|LFPR
1999 | 13.4| 46.9| 83| 750| 4.3| 852| 3.2| 84.7| 36| 845| 35| 618, 48| 115 Labor force
2000 | 12.7| 478| 78| 76.8| 36| 845 29| 845| 24| 832| 20| 626| 26| 12.0| participation
2001 | 13.1| 446| 71| 733| 43| 834| 30| 831 28| sas8| 43| 60| 27| 115| inboththeUS
2002 | 145| 432| 91| 729| 6.4| 840| 46| 830| 44| 845| 51| 687| 54| 12,0/ and New Jer-
2003 | 16.2| 39.0| 10.2| 72.0| 57| 845| 50| 83.6| 4.4| 836| 46| 689| 50| 13.2| seypeaked at
2004 | 13.8| 36.3| 7.6| 730/ 45| 83.8| 3.7 829| 43| 835 40| 68.9| 35| 135 67.1percent
2005 | 15.3| 37.6| 7.7| 709| 46| 854| 32| 832| 34| 843| 34| 675 24| 152| in1999.
2006 | 13.3| 38.1| 95| 69.6| 47| 843| 41| 829| 41| 847| 29| 69.7| 34| 16.7| Between
2007 | 135| 32.3| 84| 67.9| 41| 835| 34| 828| 34| 836| 31| 71.4| 24| 183| 2000and
2008 | 16.0| 34.1| 88| 72.4| 55| 844| 37| 852| 48| 835| 44| 69.1| 3.9| 18.9| 2004, New
2009 | 21.6| 29.7| 12.7| 72.7| 11.6| 841| 7.2| 82| 81| 84.2| 6.2| 71.1| 81| 20.1| Jersey'srate
2010 | 20.9| 29.7| 14.0| 66.7| 98| 822| 7.7| 858 86| 845| 77| 71.3| 80| 21.4| was slightly
2011 | 23.5| 27.8| 148| 70.1| 95| 83.1| 86| 838| 7.6| s40| 81| 719/ 7.4| 218] lowerthan
2012 | 24.7| 32.4| 15.7| 71.1| 96| 83.4| 7.4| 824| 81| 827| 72| 722/ 90| 237 the national
Source: US Bureau of Labor Statistics, Current Population Survey rate. However,
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New Jersey’s LFPR surpassed the US in
2005 for the first time in this century, and
has remained higher than the national level
since then. Furthermore, the gap between
the state’s and the nation’s LFPR has broad-
ened from 0.4 percentage points in 2005 to
2.2 percentage points in 2012.

The male LFPR in New Jersey has been
higher than that in the US except in 2001
and 2002. The LFPR for females in the state
did not surpass US rate until 2008. The na-
tion’s female LFPR peaked in 1999 (60%)
and has declined ever since. In comparison,
the female LFPR did not reach its peak until
2009 (60.8%) in New Jersey.

The relatively lower participation among
New Jersey’s whites, especially white fe-
males, is responsible for the state’s overall
lower LFPR in earlier years. On the other
hand, nonwhite worker’s labor force partici-
pation has been higher in New Jersey than
in the US. New Jersey’s Hispanic LFPR, in
particular, has been substantially higher than
their counterparts in the nation as a whole
between 1999 and 2011. African Americans
and Asians also have higher participa-
tion rates in New Jersey than in the US in
most years except one (Blacks in 2007 and
Asians in 2009).

The participation rate of new entrants to
the labor force — 16 to 19 and 20 to 24 years
old — were lower in New Jersey than in the
US, due partly to the state’s higher school
enrollment rate of this age group. With
higher educational attainment, New Jersey’s
25-34 year olds have a higher LFPR than
the US except in 2000 and 2001. However,
the LFPR of the 35-44 year olds in New
Jersey did not surpass their US counter-
parts until after the 2007 recession. The
participation rates of the state’s older (over
45) workers have been consistently higher
than national average except in years prior
to 2005 when the participation rate of the
65 and over group was lower in New Jersey
than in the nation.

New Jersey’s overall LFPR in 2011
(66.4%) was higher than 33 states in the na-
tion. The LFPR among the nation’s 50 states

ranged from 73.4 percent in North Dakota to
54.3 percent in West Virginia, in 2011.

Labor force participation in New Jersey
has been higher than in its mid-Atlantic
neighbors — New York and Pennsylvania,
between 1999 and 2012. The 2011 partici-
pation rate was 66.4 percent in New Jersey,
61.3 percent in New York and 63.2 percent
in Pennsylvania. New Jersey'’s particularly
high participation rate among its Hispanic
and older workers distinguished the state
from its neighbors. Hispanic's LFPR in 2012
was 73.2 percent in New Jersey versus 64.6
percent in Pennsylvania and 60.3 percent in
New York. More than 72 percent of New Jer-
sey’s 55-64 population was in the labor force
in 2012, while this age group’s participation
rates were just 65.5 percent in Pennsylvania
and 64.3 percent in New York. Only 17.2
percent of Pennsylvania’s elderly popula-
tion (65 years and over) and 17.7 percent of
New York’s seniors were in the labor force,
while 23.7 percent of New Jersey’s elderly
persons remained in the labor force as of
2012.

Footnotes:

tAnnual data were analyzed in this report. However,

it is noteworthy that monthly data might have shown
somewhat different trends. For instance, New Jersey’s
labor force participation rates were increased in

the fourth quarter of 2012 although the annual rate
indicated a decline from previous year. The December
2012 rate (66.3%) was actually higher than the state’s
December 2011 rate (65.5%).

Data Sources

The labor force data presented in this report are derived
from Current Population Survey (CPS), which has been the
major source of the nation’s official employment and unem-
ployment statistics. Most labor force participation and unem-
ployment rate data are available on the US Bureau of Labor

Statistics web page: http://www.bls.gov/lau/tables.htm.

The data cited in this report regarding labor force status by
educational attainment and disability status are based on the
2011 American Community Survey (ACS).

Readers should direct their questions or comments, if any,
to New Jersey Department of Labor and Workforce Develop-
ment, Division of Labor Market and Demographic Research,
P. O. Box 388, Trenton, NJ 08625-0388.

For information regarding NJ Labor Market Views please contact JoAnne Caramelo by phone at (609)292-2582 or by email
at joanne.caramelo@dol.state.nj.us. To subscribe, email njsdc@dol.state.nj.us with Labor Market Views in the subject line.
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