2. Participation in theworld of work (KILM 1)
KILM 1. Labour force participation rate
I ntroduction

The labour force participation rate is ameasure of the proportion of an economy’ sworking-age
population that iseconomically active; it provides an indication of therelative size of the supply
of labour available for the production of goods and services. The breakdown of the labour force
by sex and age group gives a profile of the distribution of the economically active population
within a country.

The labour force participation rate is calculated by expressing the number of persons in the
labour force as a percentage of the working-age population. The labour force is the sum of the
number of persons employed and the number unemployed. The working-age population is the
population above acertain age, prescribed for the measurement of economic characteristics. The
information for thisindicator isavailablein table 1 for 218 economies, and is presented for each
economy by sex and the following standardized age groups— 15 yearsold and over, 15to 24, 25
to 34, 35 to 54, 55 to 64, and 65 and over (except where different age detail applies, in agiven
economy).

Use of the indicator

Theindicator for labour force participation rate plays acentral rolein the study of thefactorsthat
determinethe size and composition of an economy’ s human resources and in making projections
of the future supply of labour. Theinformation isalso used to formulate employment policies, to
determine training needs and to calculate the expected working lives of the mae and female
populations and the rates of accession to, and retirement from, economic activity — crucial
information for the financial planning of social security systems.

Theindicator isaso used for understanding the labour market behaviour of different categories
of the population. According to one theory, the level and pattern of labour force participation
depend on employment opportunities and the demand for income, which may differ from one
category of persons to another. For example, studies have shown that the labour force
participation rates of women vary systematically, a any given age, with their marital status and
level of education. There are aso important differencesin the participation rates of the urban and
rural populations, and among different socioeconomic groups.

Malnutrition, disability and chronic sickness can affect the capacity to work and are therefore
also considered as major determinants of labour force participation, particularly in low-income
environments. Another aspect closely studied by demographers is the relationship between
fertility and femal e labour force participation. Thisrelationshipisused to predict the evol ution of
fertility rates, from the current pattern of female participation in economic activity.

! Two additional age groups are shown on the KILM software: the aggregate groups, 15 to 64 years and
25 to 54 years. The latter group corresponds to the “prime working age”, or the age range in which people are
generally expected to be economically active.

2 For more information about the relationship between female labour force participation and fertility,
see Chapter 1, section B.



Comparison of the overall l1abour force participation rates of economies at different stages of
development reveal sa U-shaped rel ationship. In less-devel oped economies, economic growthis
associated with expanding educational facilities and longer time spent studying, a shift from
labour-intensive agricultural activities to urban economic activities, and a rise in earning
opportunities, particularly for the primeworking age (25 to 54 years) malefamily headinrelation
to other members of the family so that other household members with lower earning potential
may choose not to work. These factors together tend to lower the overal labour force
participation rate for both men and women, although the effect isweaker for the latter and shows
awider variation.

At higher levels of development, the trend tends to reverse; labour force participation rates
increase as employment opportunitiesfor all grow and as both men and women demand ahigher
income. In many industrialized economies, this pattern continues to be observed for women, but
not for men (except for young males), an indication that the U-shaped rel ationship is somewhat
distorted at the highest level of development.®

It is also instructive to look at labour force participation rates for males and females by age
group. Labour force activity among the young (15 to 24 years) reflects the availability of
educational facilities, whilelabour force activity among ol der workers (55 to 64 yearsor 65 years
and over) givesan indication of the attitude towards retirement and the existence of social safety
nets for the retired.*

Labour force participation isgenerally lower for femalesthan for malesin each age category. At
the prime working age, the female rates are not only lower than the corresponding male values,
but often exhibit asomewhat different pattern. During this period of their life-cycle, women tend
to leave the labour force to give birth to and raise children, returning — but at alower rate —to
economically active life when the children are older. In developed economies, the profile of
female participation is, however, increasingly becoming similar to that of men and the rates are
also approaching male levels. The addition of the age group 25 to 34 years in this edition of
KILM isintended to facilitate analysis of the labour market behaviour of women in their prime
child-rearing years.

To some degree, the way in which the labour force is measured can have an effect on the extent
to which men and women are included in the counts. Unless specific probes are built in to the
data collection instrument, certain groups of workers may be underestimated — particularly the
number of employed persons who (a) work for only a few hours in the reference period,
especialy if they do not do so regularly, (b) are in unpaid employment, or (c) work near or in
their home, thus mixing work and personal activities during the day. Since women, more than
men, arefound in these situations, it isto be expected that the number of women in employment
will tend to be underestimated to alarger extent than the number of men.

Definitions and sources

The labour force participation rate is defined as the ratio of the labour force to the working-age
population, expressed as a percentage. The labour force is the sum of the number of persons

3 G. Standi ng: Labour force participation and development (Geneva, ILO, 1978).
* The labour force experience of older workersis discussed in greater detail in Chapter 1, section C.



employed and the number of persons unemployed.® Thus, the measurement of the labour force
participation rate requires the measurement of both employment and unemployment.
Employment should, in principle, include members of the armed forces, both the regular army
staff and temporary conscripts.

The labour force participation rate is definitionally related to other indicators of the labour
market. The inactivity rate (KILM 13) is the reverse side of the labour force participation rate.
Table 13 (Chapter 4) showsthe inactivity rates for the age category of 25 to 54 years. Using the
corresponding age categories from table 1 (available on the interactive software), the two
indicators add up to 100. The employment-to-population ratio (KILM 2) is equal to the labour
force participation rate after the deduction of unemployment from the numerator of therate. The
unemployment rate (KILM 8) isrelated to the labour force participation rate and employment-to-
population ratio in such away that two of them determine the value of the third.

A comprehensive source of datafor determining the labour force participation rate and related
indicators is speciaized surveys of households or individuals, often referred to as labour force
surveys. Such surveys can be designed to cover virtualy all the civilian non-institutional
population of the country, all branches of economic activity, all sectors of the economy and all
categories of workers, including the self-employed, unpaid family workers, casual workers and
multiple job-holders. In addition, such surveys generaly provide an opportunity for the
simultaneous measurement of the employed, the unemployed and the economically inactiveina
coherent framework.

Popul ation censuses are another major source of dataon thelabour force and itscomponents. The
labour force participation rates obtained from popul ation censuses, however, tend to belower, as
the vastness of the census operation prohibitsthe recruitment of trained interviewers and does not
allow detailed probing on the labour market activities of the respondents.

Labour force participation rates can also be estimated from a combination of sources. The ILO
estimates and projections (abbreviation EP in the table notes) are derived from information taken
from establishment censuses and establishment sample surveys, as well as various types of
administrative records, such as employment exchange registers, unemployment insurance
records, social security files, public sector payrolls and personnel lists. Data obtained from a
combination of sources may, however, suffer from double counting and inconsistency of
concepts and definitions.

Age groups

In the production of table 1, an adjustment process was applied to standardize age groups when
the available datawerefor abroader category than desired. For example, when national datawere
available for the age group 25 to 54 years, a splitting routine had to be applied in order to
generate the desired subgroups, 25 to 34 years and 35 to 54 years. The harmonization of the data
in these cases may be treated as part of a general problem of interpolating and extrapolating
grouped data. By assuming afunctional form for the underlying age distribution, itispossibleto

Resolution concerning statistics of the economically active popul ation, employment, unemployment and
underemployment, adopted by the 13th International Conference of Labour Statisticians, Geneva, October 1982;
website: _http://www.ilo.org/public/english/bureau/stat/downl oad/res/ecacpop.pdf (see box 1a).




interpol ate and extrapol ate the avail able grouped datainto narrower age groups.® Thiswascarried
out using a splitting method based on triangul ar age distributions. The procedure was applied to
the information obtained from the Organisation for Economic Co-operation and Devel opment
(OECD), the database of the ILO Yearbook of Labour Satistics (LABORSTA) and information
from some national sources (LMIL), which was not broken down by the desired age groups. In
certain cases, national data have a lower or upper age band that differs dightly from the
standardized groups. For example, the United States has a minimum age of 16 years for labour
force counts rather than the standard 15 years. In this situation, no adjustments are made and the
variance from the standard age group is reported in the table notes. Where age-splitting
adjustments have been made, the corresponding remark in the notes reads “ dataare estimated to
correspond to standard age groups’.

Limitations to comparability

National data on labour force participation rates may not be comparable owing to differencesin
concepts and methodol ogies. The single most important contributor to datacomparability isthe
nature of the data source. Labour force data obtained from popul ation censuses are often based on
a restricted number of questions on the economic characteristics of individuals, with little
possibility of probing. The resulting data, therefore, are generally not consistent with
corresponding labour force survey dataand may vary considerably from one economy to another,
depending on the number and type of questions included in the census.

Establishment censuses and surveys, on the other hand, can — by their nature—only provide data
on the employed population, leaving out the unemployed and, in many economies, workers
engaged in small establishments or in the informal economy who fall outside the scope of the
survey or census.

Employment and unemployment datafrom administrative records, such associal security systems
and employment exchanges, are by-products of administration processes and, as such, depend
heavily on national legislation and regulations. They are, therefore, highly vulnerableto changes
that are entirely outside the statistician’ s control, resulting in breaksin the consistency of thetime
series. Moreover, they often suffer from shortcomings such as limited coverage and content,
inflexible concepts and definitions, and restricted access due to legal and administrative
constraints.

For some economies, a combination of sources (ILO estimates and projections) is used; for
example, the number of employees may be taken from establishment surveys, estimates of self-
employment and contributing family workers from a population census or labour force survey,
and data on jobseekers from employment exchanges. While the resulting statistics may provide
rough estimates of the labour force, they are unlikely to be comparabl e across economies, owing
to the non-comparability of the individual sources and the different waysin which they may be
combined.

For international comparisons of labour force data, the most comprehensive source is

® The methodology used here was designed for the estimation of child labour in: Every child counts:
New global estimates on child labour (Geneva, ILO, 2002)
(http://www.ilo.org/public/english/standards/i pec/simpoc/others/global est.pdf). The appendices of this report
provide additional explanation on the methodology of standardization of age groups.




undoubtedly labour force surveys. National labour force surveys tend to be similar in severa
essential features, and data derived from them are likely to be more comparable than data
obtained from other sources or from a combination of different sources. Nevertheless, despite
thelr strength, labour force survey data may contain non-comparable e ementsin terms of scope
and coverage, mainly because of differencesin theinclusion or exclusion of rural areas, and the
incorporation or non-incorporation of conscripts. Also, thereare variationsin nationa definitions
of the labour force concept, particularly with respect to the statistical treatment of “contributing
family workers” and * unemployed not looking for work”.

Non-comparability may also arise from differences in the age limits used in measuring the
economically active popul ation. Some economies have adopted non-standard upper agelimitsfor
inclusion in the labour force, with a cut-off point at 65 or 70 years, which will affect broad
comparisons as well as those at the higher age levels. Finally, differencesin the dates to which
thedatarefer, aswell asthe method of averaging over the year for dataostensibly referringto the
same period, may contribute to the non-comparability of the resulting statistics.

Trends

Figure la. Labour forceparticipation ratesof personsaged 15 yearsand over, latest years
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Figure 1a shows labour force participation rates around the world, based on data for the latest
year available. The highest participation rates— 80 per cent or more — are found mainly in sub-
Saharan Africawhere, because of alack of social protection, men and women cannot afford to
forgo work. Low rates, of 50 per cent and below, are common in the Middle East and North
Africa, where the low participation rates of females bring down the overall rate.




Figure 1b. Percentage point gap between labour force participation rates of men and
women aged 15 yearsand over, latest years

The largest gaps in labour force participation rates between men and women are clearly in the
Middle East and North Africa. On the other hand, there is very little difference between the

participation rates of men and women in the labour force in sub-Saharan Africa and in the
developed (industrialized) economies.

Figure 1c. Female labour force participation rates by age group, selected economies

The profile of female labour force participation rates by age group shows an inverted U-shape



pattern, with labour force participation in most regions peaking in the 25-54 year age group. Itis
interesting to note, however, the differing trends across the new age range splits of 25-34 years
and 35-54 years. Female labour force participation peaked in the 25-34 year age group in
Ethiopia, Morocco and Mexico, the years thought to correspond to the main reproductive years,
whileit is at its highest point in the 35-54 year age group in Hungary, the Philippines and the
United Kingdom. This could imply that women in the latter countries are re-entering the labour
force after aperiod of child care. Thelargest increases (10 per cent or more) in participation rates
between the 25-34 and the 35-54 year age groups are found in the transition economies.

Box la. Resolution concer ning statistics of the economically active population,
employment, unemployment and under employment, adopted by the 13th I nternational
Conference of Labour Statisticians, October 1982 [relevant paragraphs|

Concepts and definitions

The labour force (the currently active population)
8. Thelabour force or “currently active population” comprisesall personswho fulfil the requirementsfor inclusion
among the employed or the unemployed as defined in paragraphs 9 and 10 below.

Employment

9. (1) The“employed” comprise all persons above a specified age who during a specified brief period, either one
week or one day, were in the following categories:

(a) “paid employment”:

(al) “at work™: personswho during the reference period performed some work for wage or salary, incash or in
kind;

(a2) “with ajob but not at work”: personswho, having already worked in their present job, were temporarily not
at work during the reference period and had aformal attachment to their job. Thisformal job attachment should be
determined inthelight of national circumstances, according to one or more of thefollowing criteria: (i) the continued
receipt of wage or salary; (i) an assurance of return to work following the end of the contingency, or an agreement as
tothe date of return; (iii) the elapsed duration of absence from the job which, wherever relevant, may bethat duration
for which workers can receive compensation benefits without obligations to accept other jobs;

(b) “self-employment”:

(b1) “at work” : persons who during the reference period performed somework for profit or family gain, in cash
or inkind;

(b2) “with an enterprise but not at work” : personswith an enterprise, which may be abusinessenterprise, afarm
or aservice undertaking, who were temporarily not at work during the reference period for any specific reason.

(2) For operational purposes, the notion of “some work” may be interpreted as work for at least one hour.

(3) Personstemporarily not at work because of illness or injury, holiday or vacation, strike or lock-out, educational
or training leave, maternity or parental leave, reduction in economic activity, temporary disorganization or
suspension of work due to such reasons as bad weather, mechanical or electrical breakdown, or shortage of raw
materials or fuels, or other temporary absence with or without leave should be considered as in paid employment
provided they had aformal job attachment.

(4) Employers, own account workers and members of producers’ cooperatives should become considered asin self-
employment and classified as"at work" or "not at work", as the case may be.

(5) Unpaid family workers at work should be considered asin self-employment irrespective of the number of hours
worked during the reference period. Countries which prefer for special reasons to set aminimum time criterion for
the inclusion of unpaid family workers among the employed should identify and separately classify those who
worked less than the prescribed time.




(6) Persons engaged in the production of economic goods and servicesfor own and household consumption should
be considered asin self-employment if such production comprisesan important contribution to thetotal consumption
of the household.

(7) Apprentices who received pay in cash or in kind should be considered in paid employment and classified as“at
work” or “not at work” on the same basis as other personsin paid employment.

(8) Students, homemakers and others mainly engaged in non-economic activities during the reference period, who at
the same time were in paid employment or self-employment as defined in subparagraph (1) above, should be
considered as employed on the same basis as other categories of employed persons and be identified separately,
where possible.

(9) Members of the armed forces should be included among personsin paid employment. The armed forces should
include both the regular and the temporary members as specified in the most recent revision of the International
Standard Classification of Occupations (ISCO).

Unempl oyment
10. (1) The “unemployed” comprise all persons above a specified age who during the reference period were:

(a) “without work”, i.e. were not in paid employment or self-employment as defined in paragraph 9;

(b) “currently available for work”, i.e. were available for paid employment or self-employment during the
reference period; and

(c) “seeking work”, i.e. had taken specific steps in a specified recent period to seek paid employment or self-
employment. The specific steps may include registration at a public or private employment exchange; application to
employers; checking at worksites, farms, factory gates, market or other assembly places; placing or answering
newspaper advertisements; seeking assistance of friends or relatives; looking for land, building, machinery or
eguipment to establish own enterprise; arranging for financial resources; applying for permits and licences, etc.

(2) In situations where the conventional means of seeking work are of limited relevance, where the labour market is
largely unorganized or of limited scope, wherelabour absorptionis, at thetime, inadequate or where the labour force
islargely self-employed, the standard definition of unemployment given in subparagraph (1) above may be applied
by relaxing the criterion of seeking work.

(3) In the application of the criterion of current availability for work, especialy in situations covered by
subparagraph (2) above, appropriate tests should be developed to suit national circumstances. Such tests may be
based on notions such as present desire for work and previouswork experience, willingnessto take up work for wage
or salary on locally prevailing terms, or readiness to undertake self-employment activity given the necessary
resources and facilities.

(4) Notwithstanding the criterion of seeking work embodied in the standard definition of unemployment, persons
without work and currently available for work who had made arrangementsto take up paid employment or undertake
self-employment activity at a date subsequent to the reference period should be considered as unemployed.

(5) Personstemporarily absent fromtheir jobswith no formal job attachment who were currently availablefor work
and seeking work should be regarded as unemployed in accordance with the standard definition of unemployment.
Countriesmay, however, depending on national circumstancesand policies, prefer to relax the seeking work criterion
inthe case of personstemporarily laid off. In such cases, personstemporarily laid off who were not seeking work but
classified as unemployed should be identified as a separate subcategory.

(6) Students, homemakers and others mainly engaged in non-economic activities during the reference period
who satisfy the criterialaid down in subparagraphs (1) and (2) above should be regarded as unemployed on the
same basis as other categories of unemployed persons and be identified separately, where possible.




