Labor force trends:
a synthesis and analysis

Since 1950, labor force participation
has increased for women and decreased
for men; their responsiveness to

the business cycle has also diverged

ROBERT W. BEDNARZIK AND DEBORAH P. KLEIN

During the past quarter century, changes in social
attitudes, lifestyles, marital and family patterns, and
employment-retirement experiences have con-
tributed to a dramatic increase in the labor force
participation rates for women, a much slower but
nonetheless steady decline for men, and a mixed pat-
tern for teenagers. This article will synthesize studies
and analyze data which provide insight into the labor
force behavior of these groups. Secular trends in
labor force participation among women, men, and
teenagers are discussed initially. Then major social
changes, their interrelationships and effect on labor
force trends are considered. Finally, possible changes
in the responsiveness of labor force participation to
the business cycle are analyzed.

Secular trends

Women. Since 1950, the proportion of women en-
gaged in or seeking market work climbed from about
one-third to nearly one-half. (See table 1.) While the
overall surge has been generally steady, noticeable
differences occurred in the timing for different age
groups. (See chart 1.) Prior to World War II, the
highest rates of female participation were among the
young, because most women left the paid labor force
upon marriage. In the postwar era, this pattern
changed. There was a sizable jump in the participa-
tion of women age 45 to 59, the group which had
largely completed the time-consuming portion of
their child-rearing responsibilities. There were also
rapid increases in those occupations and industries
where women had traditionally found employment
—education, medical care, and other personal serv-
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ices. For example, the ratio of service- to goods-
producing jobs widened from 1.5 to 1 in 1950 to
nearly 2.5 to 1 in 1976; 7 of 10 nonfarm jobs are now
service-producing.

Since the mid-1960’s, the greatest labor force in-
creases have occurred among women under age 45.
These women, who often have young children, ap-
parently did not decide to pursue market work until
attitudes changed toward working mothers. Further-
more, changes in fertility and childspacing patterns
during the 1960’s are associated with the increased
likelihood that those in their twenties would work.
Currently, about 60 percent of women in their twen-
ties, and more than half of those 30 to 45, are in the
labor force. Among those over 55, there have been
small declines in the 1970’s, indicating that some
women may be choosing earlier retirement.

Men. Despite the overall decline in male labor force
participation, and the accompanying rise for women,
the male rate remains substantially above the female
rate. (See chart 1.) However, the gap has narrowed
considerably, particularly at the younger and older
end of the age groups. Clarence Long postulated as
early as 1958 that the trends in male and female
participation were related: “Women may have both
pushed and pulled young and elderly males from the
labor force, to some extent seeking jobs that had been
or were being sought by males, and to some extent
being drawn into the labor force by the vacuum left
by the exodus of males for other reasons.” He went
on to suggest that better trained (and lower paid)
women may have displaced older men, and the finan-
cial assistance of a working daughter or wife possibly
permitted the man to retire at a younger age.'
Thus, the biggest changes among men have oc-
curred in the older age groups and has been at-
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Table 1. Labor force participation rates of men and
women 16 years and over, 1950-76
[Annual average]
Percent of civitian
noninstitutional
population in the
Year labor force
Men Women
86.4 338
86.5 346
86.3 347
86.0 344
855 346
853 357
1956 . oo cnii i 85.5 369
1957 ... . 848 369
1958 . 842 374
1859 .. 837 7.4
1960 ..ot cneiceaeaaeas 83.3 377
L 828 38.1
1962 - o eoe it 820 378
1963 .ottt e et e 81.4 383
1964 . oot 81.0 387
1065 - . i eemeeaaiacaaaa- 807 393
1966 .. e e eeea e e eaaaaaas 80.4 403
80.4 411
80.1 416
798 427
1970 o et 797 433
7 791 433
1972 et 78.0 439
L7 788 447
1974 it 787 458
7/ 778 483
1976 ot et 75 413

tributed primarily to earlier retirement. For exam-
ple, more than two-fifths of men over age 65 were in
the labor force in 1950, compared to only one-fifth
in 1976. Among men 55 to 64, that rate dropped
from 87 to 75 percent over the same period. Partici-
pation rates remain well above 90 percent for men in
the prime working ages—25 to 54 years—but even in
these age groups there have been some slight de-
clines, most noticeably since the mid 1960’s.2

Teenagers. Changes in the labor force participation
among teenagers have been erratic, especially among
the younger ones, as their participation responds
more strongly than that of adults to cyclical shifts
in the economy. Teenagers lack experience and
their time at school limits their availability for
work; hence, many employers are hesitant to hire
them. Indeed, teenagers often do not look for work
for these reasons, particularly during economic
downswings. Differences in participation rates be-
tween men and women are established in their teens
when they first begin to work; female rates have been
substantially lower than male rates even in the teen-
age years.

After declining throughout most of the 1950’s and
1960’s, the labor force participation rates of women
age 16 to 19 rose sharply between 1965 and 1976.
The rates of men in this age group followed a similar
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pattern, although the upward movement was not so
pronounced. The healthy pace of economic activity
during the latter part of the 1960’s certainly con-
tributed to this rapid rise in teenage entrants into the
labor force and the 1973-75 recessionary period
seems to have done little to alter this trend.

Although over the life cycle there are many forces
bearing on when and why persons work, one impor-
tant factor is the income the job produces. Studies
have supported the generalization that larger
amounts of nonwage income tend to be associated
with lower labor force participation rates.’ This is
also evidenced by the downward trend in the rate of
labor force participation among men in the past two
decades as the Nation prospered and social security,
disability, and other transfer payments increased.

For women, the continual secular increase in labor
force participation rates, despite generally rising real
income levels, has seemed contradictory. The para-

Chart 1. Civilian labor force participation rates
by sex and age, selected years, 1950-76
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dox was first explained in a study by Jacob Mincer*
and later supported in a similar study by Glen Cain
and Martin Dooley.* Mincer recognized that a sim-
ple work-leisure dichotomy ignores the role of non-
market work, an alternative that has been particu-
larly important for married women. Their allocation
of time requires analysis in terms of a three-way
division of work in the market, work at home, and
leisure. Utilizing such an allocation scheme, Mincer
identified two mechanisms whereby the negative
cross-sectional relationship between a husband’s in-
come and a wife’s labor force participation is con-
verted into a positive secular relation. The transitory
components of income are not relevant in the long
run. Mincer found that wives respond more readily
to transistory than permanent variation in husband’s
income; therefore, long-run, permanent changes in
family income will not have much downward influ-
ence on wives’ participation. Also, the female wage
rate has risen at least as fast as the male rate, thereby
minimizing the long-term effect of husbands’ income
on wives’ participation.®

All groups react to social changes

The past quarter century has witnessed an increas-
ing tolerance of nontraditional lifestyles. Newspa-
pers and magazines have begun to highlight human
interest stories on new living arrangements, such as
communes, and words like “househusbands” and
“executive women” are no longer necessarily contra-
dictions in terms. These changes have had specific
impact on the labor force activities of both men and
women.

Marriage patterns. In the 1950’s, Americans were in
a “relatively familistic period”’;’ couples were marry-
ing at the youngest age on record and the highest
rates (except for the period immediately following
World War II). However, since the mid 1950’s, the
rate of first marriages has been declining and the
median age at first marriage has been increasing. In
1950, 32 percent of the women age 20 to 24 had never
married, compared to 43 percent in 1976. At the
same time, the divorce rate doubled to 32 from 16
divorces per 1,000 married women age 14 to 44. The
following tabulation shows the changes in the mari-
tal structure of the population resulting from these
developments:

Women Men

1950 1976 1950 1976

Total, 16 years and older 100.0 100.0 100.0 100.0
Never married.......cccocvevvvreennens 169 19.1 233 257
Married, spouse present .......... 647 592 667 653
Widowed .....cccoevevvevirereveeniennene. 122 124 43 24
Divorced ....ooceveveenrencrecrieenee, 2.5 5.5 2.1 38
Separated ..........cocveerrnrenrecennnn. 3.6 39 3.6 27

These changes in marriage patterns have affected
labor force behavior. Single men, for example, have
a lower rate of labor force participation than do other
men, and their increasing proportion in the popula-
tion has contributed to lower participation for men
as a whole. Similarly, the increased proportions of
divorced, separated, and never married women have
contributed to greater overall female labor force par-
ticipation because these groups are generally more
likely to engage in paid work. Nevertheless, the most
dramatic increases in female labor force participa-
tion have occurred among wives—the number of
married women in the labor force nearly tripled be-
tween 1950 and 1976. (See table 2.) One important
factor in this development was fertility patterns.

Fertility. From the mid-1950’s to the present, the
fertility of American women dropped from near-
record highs to record lows. The fertility rate (births
per 1,000 women age 15 to 44) plunged from 122.9
in 1957 (the peak year of the “baby boom,”) to 65.6
in 1976. Between 1960 and 1976, the average number
of children ever born to women age 20 to 24 dropped
from 1.0 to 0.6, and for women age 25 to 29 from 2.0
to 1.3. This decline in fertility, which of course trans-
lates into smaller families, is also associated with the
increase in female labor force participation. In 1975
only about one-third of the wives with three children
or more under age 15 were in the labor force, com-
pared with about half of the wives with only one
child in that age group. Nevertheless, despite the
presence of children, even young children, women
are working in record numbers. In the past, many
women who had worked in their early twenties left
the labor market as they got older and assumed
child-rearing responsibilities. Thus, as the following
tabulation shows, participation among the cohort of
women who were 20 to 24 years of age in 1955 de-
clined substantially over the subsequent 5 years:
Age 20 to 24 Age 25 to 29
in 1955 in 1960
Women born in 1931-35 ........ 46.0 35.7

By 1970, not only had there been a substantial in-
crease in the participation of the 20- to 24-year-old
women, but, unexpectedly, about the same propor-
tion were in the labor force 5 years later:

Age 20 t0o 24 Age 25 to 29
in 1970 in 1975

Women born in 1946-50 ........ 57.8 57.0

This reflects a dramatic shift in life cycle labor
force patterns. For example, the proportion of mar-
ried women in the labor force with school-age chil-
dren nearly doubled between 1950 and 1976 and the
participation rate of wives with preschool children
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Table 2. Women 16 years and over In the labor force,
by marlital status, selected years

April March March March
Marital and labor force sistus 1950 1060 1970 1976

15,560 21328 31,233 37817
7682 12244 18377 21,554
933 1.224 1422 1,801

- } 2641
4304 | 4203 | 6965 | 9083

Percent distribution

100.0 1000 1000 1000
494 574 58.8 570
. 60 57 48 48
57 82 83
} 70 1 s 8.1 59
2717 198 223 245

Labor force participation rates
28.3 345 426 468
218 305 408 450
486 51.8 52.1 573
.. 328 ne ns 714
i 208 284 223
483 441 530 58.9

tripled (from 12 to 37 percent). The proportion of
mothers participating in the labor force has grown at
a faster pace than the proportion of all women partic-
ipants, and by 1976 the proportions were nearly
equal. The following shows the proportion of moth-
ers and women in the labor force for selected years:*

All
Year Mothers women
1950..... 21.6 33.1
1960 ..... 304 36.7
1970..... 42.0 43.3
1976 ..ot crenrecrene 46.1 47.3

Family responsibilities also affect the labor force
status of men but in different ways. Regardless of the
presence or number of children, nearly all married
men between 25 and 55 are in the labor force. Fur-
thermore, married men in these ages are more likely
than other men to work long hours and to hold
second jobs. Reflecting the fact that family respon-
sibilities increase the need for family income, 34 per-
cent of the moonlighting married men but only 15
percent of other men had taken their second jobs to
meet regular expenses.’

Studies have indicated that the impact of children
on the labor market activities of men is greatest in the
older years when many delay retirement until their
last child leaves home or completes school.”® This
hypothesis is supported by William G. Bowen and
T. Aldrich Finegan’s finding that family size is posi-
tively correlated with participation rates of married
men over age 55."

Educational attainment. The generally rising levels
of educational attainment have had a different effect
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on men and women. For men, market work has been
essentially obligatory, particularly in the 25 to 54 age
groups. In 1976, among these men, labor force par-
ticipation ranged from 84 percent for those with less
than 8 years of schooling to 97 percent for college
graduates. There is considerably more variation for
men over 55 years of age; for example, only one-third
of those with less than 8 years of education were in
the labor force, compared with two-thirds of those
with 4 years or more of college. According to Kreps
and Clark, “The lack of formal education may have
affected the ability of these older workers to find new
jobs after 55, especially in cases where the need arises
to change jobs or return to work from a layoff. In
general, men with more years of schooling have
tended to remain in the labor force, perhaps because
of the higher opportunity cost of retiring; they have
been in greater demand than their less-educated
peers and more secure in their jobs.”"?

The general trend toward increasing education
might then be expected to dampen the propensity of
men to retire early. However, relative differences in
education will remain; older men will continue on
average to be less educated than young men and
within cohorts considerable variation in educational
attainment will persist.

Table 3. Probability of labor force entry and exit for
men and women, 1850-751
[Annual averages)
Male probabiiity of labor force— Female probabiiity of labor force~
Your By | Exfbwhen | Extwhen | | Ex, when | Ext, when
empioyed |unemployed empioyed |unempioyed

1950...... 13.1 22 84 50 9.1 217
1951...... 144 25 77 56 105 235
1952...... 143 24 138 53 9.7 285
1853...... 139 224 123 51 98 201
1954...... 308 2.4 28,1 48 97 49.1
1956...... 1.8 20 82 52 92 229
1956...... 14 21 102 53 95 308
1957...... 109 22 125 53 9.0 298
1956...... 113 21 135 5.1 84 393
1959...... 1.0 22 85 53 87 254
1960...... 108 22 17 53 88 310
1961...... 106 22 124 54 84 348
1962...... 10.5 24 10.2 53 85 268
1963...... 8.1 24 130 52 84 309
1964 ..., 89 22 13.1 53 84 204
1965...... 10.0 25 14.1 53 8.2 202
1966...... (2] 28 14.8 5.1 88 312
1967...... 103 23 188 54 15 420
1968...... 104 24 197 54 78 378
1969...... 105 25 211 55 73 40.1
1970...... 10.7 23 247 58 66 "7
1971...... 11.0 21 208 58 62 389
1972...... 10.8 22 168.2 54 6.4 kiR ]
1973...... 10.5 24 174 8.0 8.4 320
1974 ..., 105 22 18.7 8.1 8.1 352
1975...... 107 22 24 6.1 55 387

1 Data for 1950-88 include participants 14 years and over; data for 1867-75 include those 18 years
and over.

2 Based on 11 month average.

3 Based on 10 month average.

NOTE: Probabilty of labor force entry = Number of parsons who entered the labor forcay,
where 1 is the time peried. Labor forcey_ 1
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Among women in the 25 to 54 age group, the effect
of higher education is much more pronounced than
that of men. For example, among these women, par-
ticipation ranged from about 40 percent for those
who did not complete elementary school to more
than 70 percent for college graduates. This strong
effect of education on participation is particularly
evident among married women, for whom full-time
attention to home and family may be a viable alterna-
tive to paid employment. In general, education in-
creases potential wages and benefits from market
work and, therefore, the opportunity costs of remain-
ing at home. Chart 2 illustrates that while the ages
of the children and the income of the husband are
important and interrelating variables, in every in-

come category, mothers with increased educational
attainment are most likely to work.

It is plausible to expect that women who plan to
work will be more likely to seek the education that
will prepare them for better jobs. Indeed, women’s
educational attainment has increased over the past
quarter century. Among those 25 years and older—
who have generally completed their formal educa-
tion—there "has been a 17-percent decrease in the
number who have failed to complete high school,
while the number of high school graduates has more
than doubled and the number of college graduates
nearly tripled.

Retirement patterns. Most of the reduction in the
male desire for work has been associated with earlier
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retirement possibilities among older men. More and
better pension programs, increased social security
coverage and benefit levels, and the greater availabil-
ity of disability insurance have all been cited as ex-
planations for the reduction in the rates of participa-
tion among men age 45 to 64. This decline has been
accompanied by an increase in the proportion report-
ing a chronic health condition that limits their ability
to work or to engage in other major activities."” The
proportion of men age 45 to 64 in the labor force and
the proportion reporting limitations are shown in the
following tabulation:

Proportion in the Proportion with

Year labor force a limitation
1960 .....ooverevrreennnenne 91.9 14.1
1961 ....occverennne 92.1 15.1
1962 ..covveeenieeenanns 91.6 15.6
1964 ...oevenreciinnne 91.4 154
1966 ....coveveeeeeranenns 90.6 15.8
1968 ....ocovveevereenrenes 90.3 17.3
89.3 17.1
87.6 17.9
85.6 19.8

The downward movement in labor force participa-
tion of men in this age group was first noticeable in
the early 1960’s, and accelerated in the 1970’s. Per-
haps significantly, these episodes parallel changes in
retirement provisions of Old-Age, Survivors, Dis-
ability, and Health Insurance: in 1961, men age 62
to 64, for the first time could retire and still receive
some social security benefits, and in 1972 automatic
cost-of-living adjustments to benefits were instituted.

The percentage of the adult male population not
in the labor force because of long-term physical or
mental iilness (classified as “‘unable to work™) has,
indeed, been rising since 1962 (the first year such
data are available from the Current Population Sur-
vey). The following tabulation shows men unable to
work as a percentage of the total male population, by
age groups:

1962 1970 1976
20 years and OVer .......cceecneieinnes 20 2.7 2.8
20-24 YEArs ....ccoererimriineiennnininens .5 .5 .6
25-34 YEArS .ccovreerrereraerreerreesennes 6 7 8
3544 Years ......enneinneniniinennine .8 12 1.8
45-54 Years ........covvrinreninnririonies 1.5 25 3.6
55-64 Years ......coceeveevecrcenvensinnnens 32 49 5.8
65 years and over ..........cccoeenenen 6.6 7.0 5.5

Herbert S. Parnes and Jack Meyer, using the Na-
tional Longitudinal Survey data on middle-aged
men, concluded that “while fewer than one in 20 of
all of the men in the labor force in 1966 reported that
their health was ‘poor,” the proportion was as high
as 3 of 10 among those who withdrew from the labor
force during the ensuing 12 months.”** William Deu-

termann, in an analysis of CPS data, showed that 45
percent of men in the prime working age (25-54
years) who were not in the labor force in 1976 had
left their last job because of ill health or disability."

Many older persons have health problems which
are not serious enough to completely preclude work
but do make continued labor force participation less
desirable. For those persons, eligibility for retirement
benefits is very important and could increase the
probability of their retirement. Studies have shown
that economic influences such as the number of de-
pendents, pension coverage, and net family assets are
positively correlated with a high potential to retire.'
A cross-sectional study of early retirement by Joseph
H. Quinn found that the two most important deter-
minants of retirement status were health and pension
eligibility (including social security benefits), and
more importantly, these two determinants were
highly interactive."” In other words, those who were
eligible and unhealthy were more likely to retire than
those who were eligible and healthy. Quinn con-
cluded, “Although both social security and other
pensions have an important effect on aggregate par-
ticipation, their influence falls primarily on individu-
als limited by health in the kind or amount of work
they can do.”!®

The declining labor force participation of older
workers can also be viewed as a matter of declining
opportunities for work. This can be demonstrated by
developments in self-employment, a very important
source of jobs for older workers. Total self-employ-
ment fell from 10 million in 1950 to 7 million in 1976.
In 1976, about 30 percent of persons 65 years and
over and still working were self-employed, whereas
less than 10 percent of all workers were self-
employed. Because such workers are more likely to
work fewer hours as they grow older, one would
expect a smaller proportion of them than of other
workers to retire. A study by Herbert Parnes and
Gilbert Nestel provided some support for such a
notion, as they concluded that early retirement was
more common among wage and salary workers than
those self-employed.*

Probability of labor force transitions

Although labor force movements, both long and
short term, have been well documented,? little atten-
tion has been paid to the flows through the labor
force or to changes in the responsiveness of a group’s
labor force participation over time that might pro-
duce these movements. Gross flow data® provide a
supplement to the more commonly used labor force
stock data, by enabling analysis of behavior underly-
ing change in the labor force size—particularly the
differences between the propensities of employed and
unemployed participants to leave the labor force and



the propensities of groups outside the labor force to
enter. A measure of the propensity to leave or enter
the labor force has been termed “transitional proba-
bility.”?

Because the labor force participation rate of a
group is influenced by the frequency with which its
members enter or leave the labor force, an estimate
of the probability of such transitions is useful for
analyzing the trends and fluctuations in the labor
force. The average flow data in table 3 show an in-
creasing probability of men to leave the labor force
when unemployed—particularly since the early
1960’s. Moreover, the probability of men entering
the labor force has also dropped over the 25-year
period, providing a twofold rationale for their long-
run declining labor force participation.

In contrast, the probability of women entering the
labor force has maintained a gradual climb, ac-
celerating slightly in the last few years. Although
women still have a high probability of leaving the
labor force when unemployed, there has been a sharp
drop in their probability of leaving the labor force
when employed. A study, which disaggregated the
labor force participation rate of women into the pro-
portion of women who participated during the year
and the mean number of weeks they actually spent
in the labor force, found that 34 percent of the gain
in the female labor force participation rate during the
1960-62 to 1970-72 period was accounted for by a
rise in their mean number of weeks per year in the
labor force. In sum, the secular increase in female
participation rates reflects increases in the probabili-
ties of both entering and remaining in the labor force.

As women’s participation in the labor force is
maintained, and probably increased,* they are more
likely to become more firmly attached to the labor
market, unwilling to give up the income needed to
maintain or increase consumption in the wake of
rising prices or to leave promising careers to raise a
family on a full-time basis. Any tendencies on the
part of women to become more established in the
work force would tend to increase the flexibility of
men’s labor market experience. For example, with
additional family retirement income, men as well as
women could retire at an earlier age. The presence of
wives and younger family members in the labor force
cushions the impact of male unemployment on the
family. This could permit the labor force participa-
tion of men to exhibit a greater sensitivity to the cycle
than in the past. Some evidence that men could be
more responsive to economic conditions is illustrated
by the increased number leaving the labor force for
economic reasons. Between 1967 (when data first
became available) and 1976, the number of men not
in the labor force who stopped working during the
previous 12 months for economic reasons increased

by more than 60 percent, compared to less than 15
percent for women. (See table 4.)

Cyclical sensitivity

The trends of larger percentages of women and
smaller percentages of men participating in the labor
force have been shown in the preceding sections.
Moreover, the historical analysis of labor force flows
shows that women were increasingly likely to enter
and remain in the labor force while men were less
likely to enter and more likely to leave.

In light of these shifting propensities and the re-
sulting impact on the labor force flexibility of men
and women, it is hypothesized that their labor supply
behavior over the course of the business cycle has
changed—men becoming more and women less cy-
clically responsive. Multiple regression analysis,
comparing the 1950-62 and 1963-76 periods, was
used to test for such changes. The 1950-76 period
was dichotomized as indicated above because, be-
sides providing a roughly equal number of monthly
observations in each period, the early 1960’s marks
a clear-cut change in the probabilities of labor force
entry and exit for men and exit for women, plus the
start of an upward drift in the overall labor force
participation rate as well.

The model. Because most time-series studies of ag-
gregate labor supply have typically stressed cyclical
and trend influences on labor force participation,? a
version of such a model will be used with covariance
analysis to examine possible changes in the respon-
siveness of the labor force to the business cycle.
Although there is not unanimous agreement
among labor force analysts, the aggregate employ-
ment-population ratio has been widely used as a meas-
ure of the cyclical forces operating in the labor
market. However, in a review of the labor force
participation and unemployment literature, Jacob
Mincer noted that the employment-population ratio
(or the unemployment rate) is best viewed only as a
proxy for transitory wage and income effects.?

Table 4. Persons, 16 years and over, who stopped work
during previous 12 months for economic reasons’
Year Men Women

1967 « o e ee e ee e aaraaaaaan 440 1,155
L 489 1,247
L s 492 1,204
L7 P 567 1,262
L. 4 T 619 1,355

609 1,249

602 1,196

668 1,260
1L 74 759 1,405
L7 P 722 1,208

1 Economic reasons include slack work and end of seasonal or temporary job.
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Bowen and Finegan took issue with this interpreta-
tion and felt that a cyclical variable (employment-
population ratio or the unemployment rate) was “an
important variable in its own right, serving as a meas-
ure of the probability that an individual jobseeker
... will not be able to find employment within a given
period of time.”?’

The aggregate employment-population ratio is the
cyclical measure utilized in this study rather than
employment-population ratios for the individual age-
sex groups because the aggregate employment-
population ratio is less vulnerable to statistical
doubts.?® Further, the model used in this study does
not include a variable to measure the added worker
effect to avoid a tautological construct; that is, a
regression equation in which each partial regression
coefficient is equal to unity. Although such an exclu-
sion “foregoes the ambition of detecting each of the
separate income and substitution effects, it would, at
least descriptively, indicate the net outcome,”? that
is, whether the added or discouraged worker effect
was dominant.

A secular trend variable, the inverse of population,
is included to account for omitted and unmeasurable
factors such as demographic and sociological
changes in preferences, for example, changes which
might encourage women to move from the home into
the labor force or older workers from the labor force
into the home.

To test whether changes in the responsiveness of
age-sex labor force participation rates between peri-
ods was more evident in recessions than recoveries,
separate equations were estimated for upturns and
downturns in the economic cycle. The equation takes
the form:

(Li/P); = a + B (E/P); + 8 (1/P); + (),
t=1....318
i = age-sex group

where L/P represents the labor force participation
rate; a is a constant term; 8 and 8 are the coefficients
of E/P and 1/P (a cyclical and a secular indicator,
respectively); and € is the error term.

Equations were estimated by generalized least
squares® for the civilian noninstitutional population,
men and women age 16 to 19, 20 to 24, 25 to 54, and
55 years and over for the cycle as a whole and sepa-
rately, for upturns and downturns for the periods
January 1950 to December 1962, and January 1963
to June 1976, using the Cochrane-Orcutt technique
to correct for first-order serial correlation of the
residuals which were initially in evidence. The over-
all estimates are generally in accord with the findings
of previous studies of this type (see studies cited in
footnotes 20 and 25). Thus, as has been found in the
past, the relative responsiveness of women’s labor
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force participation to the business cycle was higher
than that of men; however, this study found that the
cyclical sensitivity of women declined, while that of
men increased between the two periods under study.
Also, the magnitude of these cyclical effects was gener-
ally greater during recovery thanrecessionary periods.

Covariance analysis. Covariance analysis provides
one means to statistically analyze changes in the cy-
clical sensitivity of labor force participation over
time. The test of the hypothesis that the coefficients
of the cyclical variable (E/P) are identical in the first
(1950-62) and second (1963-76) period regression is
based on comparisons between pairs of unexplained
sums of squares in three separate sets of regressions.”
The results of such an analysis are shown in table 5.

Although the regression results contain some par-
adoxical elements, they illustrate a statistically sig-
nificant increase in total labor force participation
sensitivity to cyclical fluctuations between the two
periods. There were, however, divergent movements
among component age-sex groups. The significant
decline in the sensitivity of women’s labor force par-
ticipation,* for example, was more than offset by the
rise in the sensitivity of men’s participation.** This
narrowing of the labor supply behavior of men and
women over time was highlighted by a significant
increase in the sensitivity of young men (20 to 24)
and decreases for teenage girls and women 25 years
and over. These results were generally due to the
changing labor force activity of these groups in eco-
nomic upturns.

The rise in the sensitivity of men 20 to 24 is gener-
ally attributed to their increased flexibility to alterna-
tives to working. For example, toward the end of the
1963-76 period, the introduction of the all-volunteer
army with the accompanying rise in military pay
rates provided this age group with a substitute to
civilian work. There has also been an increase in the
proportion of young men who are not married and

Table 5. Resuits of an equality test between the 1950-
62 and 1963-76 regressions
Cycle Upturns Downturns
Age-sex group Direc- Direc- Direc-
F-Ratio | tion of | F-Ratio | tion of | FRatio | tion of
change change change
Tota), 16 years and over . . .. . 1345 + g.28*" + 11.26** -
Men, 16 years and over... | 1274** + 3.00 - 2,08 -
16-19 years . ._... 740" - 6.20°* - M -
20-24 years _..... 27.03* + 2032 + 1.81 +
25-54 years _..... 190 = 5.86* - 188 +
55 years and over .. 84 - 1.82 + 263 -
Women, 16 years and over. | 11.94°* - 895 - 11.28°* -
16-19 years ... ... 1701t | - | 1848 | - 53 +
20-24 years . ... 8 + 56 + 38 -
265-54 years . ..... 18.82** - 22,08 - 208 -
55 years and over .| 3.6° - 187 - 12 +
** Significant at the .01 leval.
* Significant &t the .05 level,




a greater number of working wives. In other words,
younger men are under less obligation than their
predecessors to obtain paid employment. Moreover,
with respect to men in general, the greater the sub-
stitutability between husband and wife in home and
market work, the greater the responsiveness to cycli-
cal changes.

Not only has the rapid rise in the two-earner fam-
ily* and the accompanying increase in women’s
earnings* permitted greater flexibility among men,
but it appears to have reduced women’s labor force
sensitivity as well—particularly among women age
25 to 54. Moreover, other changes, such as more
equal employment opportunities, higher educational
attainment, and postponed childbearing among
women, will likely make their worklife patterns more
closely resemble those of men. In the National Lon-
gitudinal Survey, about three-fifths of the employed
women 30 to 44 years said that they would continue
to work even if they could live comfortably without
working.

A followup to the Bowen and Finegan study illus-
trated a continuation of the trend they had noted,
that wives are becoming less sensitive to particular
labor market variables—women’s wage rate, supply
of women, industrial mix, and husband’s income.
The explanation was that as the labor force participa-
tion of married women rose, the proportion of older,
more experienced work-oriented wives should be-
have more like male workers.*

Although men showed a statistically significant
increase in responsiveness to the cycle as a whole,
their response to recovery and recessionary periods
separately were not significant between the two peri-
ods under study. On the other hand, women’s labor
force responsiveness to both economic upturns and
downturns exhibited a statistically significant de-
crease. Nevertheless, cyclical variation by sex is ex-
pected as long as the female group includes persons
whose home productivity is close to their market
productivity, that is, as long as their market and
nonmarket work are very substitutable.*

LOOKING AHEAD, it seems reasonable to conclude
that developmentsin family formation, fertility, multi-
earner families, income needs, educational attain-
ment, and retirement patterns will not reverse the
current trends of increasing participation among
women and decreasing participation among men.

O
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