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KILM 1.

Introduction

The labour force participation rate is a
measure of the proportion of a country s
working-age population that engages actively
in the labour market, either by working or
looking for work; it provides an indication of
the relative size of the supply of labour
available to engage in 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 economicaly 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 forceis the
sum of the number of persons employed and
the number of unemployed. The working-age
population is the population above a certain
age, prescribed for the measurement of
economic characteristics.

Table 1 contains labour force participation
rate estimates by sex according to the following
standardized age groups: 15+, 15-24, 15-64,
25-54, 25-34, 3554, 55-64 and 65+.' This
series covers 188 economies over the years
1980 to 2006. The participation rates in table 1
are harmonized to account for differences in
national data and scope of coverage, collection
and tabulation methodologies as well as for
other country-specific factors such as military
service requirements.? The series includes both

1. The aggregate age groups 15-64 and 25-54
years are not displayed in the table but are available
on the CD-ROM provided along with the
publication and in the online database. The group
25-54 years corresponds to the prime working
age, or the age range in which people are generall y
expected to be economically active.

2. For further information on the methodology
used to harmonize estimates, see S. Kapsos: World
and regiona trends in labour force participation:
Methodologies and key results (ILO, 2007);

Labour force participation rate

nationally reported and imputed data and
includes only estimates that are nationa,
meaning there are no geographic limitations in
coverage.

Use of the indicator

The indicator for labour force participation
rate plays a central role in the study of the
factors that determine the size and composition
of a country s human resources and in making
projections of the future supply of labour. The
information is aso used to formulate
employment policies, to determine training
needs and to caculate the expected working
lives of the male and female populations and
the rates of accession to, and retirement from,
economic activity crucia information for the
financial planning of socia security systems.

The indicator is aso 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 systematicaly, at any given
age, with their marital status and level of
education. There are also important differences
in the participation rates of the urban and rural
populations, and among different socio-
economic 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

website:
http://www.ilo.org/public/english/employment/strat/
wrest.htm.
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relationship between fertility and female labour
force participation. This relationship is used to
predict the evolution of fertility rates, from the
current pattern of female participation in
economic activity.?

Comparison of the overal labour force
participation rates of countries at different
stages of development reveals a U-shaped
relationship. In less-developed economies,
labour force participation rates can decline with
initial growth. Economic growth is 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 prime
working age (25 to 54 years) male head of the
family in relation 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
overall labour force participation rate for both
men and women, although the effect is weaker
for the latter and shows awider variation.

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

It isalso 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, while labour force
activity among older workers (55 to 64 years or
65 years and over) gives an indication of the
attitude towards retirement and the existence of
social safety nets for the retired.

3. See, for example, ILO: Female labour force
participation rate and fertility , in Key Indicators of
the Labour Market, Third Edition, Chapter 1
(Geneva, 2003).

4. G. Standing: Labour Force Participation and
Development (Geneva, ILO, 1978).

Labour force participation is generaly
lower for females than for males in each age
category. At the prime working age, the female
rates are not only lower than the corresponding
male values, but often exhibit a somewhat
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.

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 data counts. Unless specific
probes are built into 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, especidly 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 so than men, are
found in these situations, it is to be expected
that the number of women in employment (and
thus the labour force) will tend to be
underestimated to a larger 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 employed and the number of
persons unemployed.”> Thus, the measurement

5. Resolution concerning statistics of the
economically active population, 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 2afor excerptsrelating
to employment and box 8a for excerpts relating to
unemployment, the sum total of which equa the
labour force (currently active population)).
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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
related by definition to other indicators of the
labour market. The inactivity rate (KILM 13) is
the reverse side of the labour force participation
rate. The KILM table 13 shows the harmonized
inactivity rates of persons according to the
standardized age bands used in table 1. The
employment-to-population ratio (KILM 2) is
equal to the labour force participation rate after
the deduction of unemployment from the
numerator of the rate. The unemployment rate
(KILM 8) is related 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 data for
determining the labour force participation rate
and related indicators is specialized surveys of
households or individuas, often referred to as
labour force surveys. Such surveys can be
designed to cover virtualy all the civilian non-
ingtitutional population of the country, al
branches of economic activity, al sectors of the
economy and all categories of workers,
including the sdf-employed, unpaid family
workers, casual workers and multiple
jobholders. In addition, such surveys generally
provide an opportunity for the simultaneous
measurement of the employed, the unemployed
and the economically inactive in a coherent
framework.

Population censuses are another major
source of data on the labour force and its
components. The labour force participation
rates obtained from population censuses,
however, tend to be lower, as the vastness of
the census operation prohibits the recruitment
of trained interviewers and do not allow
detailed probing on the labour market activities
of the respondents.

Table 1 includes both real (reported)
labour force participation rates (when they meet

the requirements to ensure comparability) as
well as rates that were imputed from nationally
representative, labour force or population
census data by the ILO Trends Team using
econometric modelling techniques.® GDP levels
and growth rates, population age structure
variables and dummy variables to capture time
trends, region-specific trends and country fixed
effects were among the explanatory variables
used to generate the imputed labour force
participation rates. Rates were estimated
separately for each five-year age group as well
asfor the sexes.

Limitations to comparability

National data on labour force participation
rates may not be comparable owing to
differences in concepts and methodologies. The
single most important contributor to data
comparability is the nature of the data source.
Labour force data obtained from population
censuses are often based on arestricted number
of questions on the economic characteristics of
individuals, with little possibility of probing.
The resulting data, therefore, are generaly not
consistent with corresponding labour force
survey data and may vary considerably from
one country to another, depending on the
number and type of questions included in the
census.

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

For international comparisons of labour
force data, the most comprehensive source is
undoubtedly labour force surveys. Nationd
labour force surveys tend to be similar in
several essential features, and data derived
from them are likely to be more comparable
than data obtained from other sources or from

6. Seebox 3in A Guide to Understanding the
KILM for more information.



Labour force participation rate KILM 1
Box 1a. World and regional estimates of labour force participation rates
Labour force participation rate (%) - both sexes 1996 2002 2003 2004 2005 2006*
WORLD 66.7 66.0 65.8 65.8 65.7 65.7
Developed Economies & European Union 60.7 60.4 60.3 60.4 60.4 60.3
Central & South-Eastern Europe (non-EU) & CIS 60.6 58.9 58.4 58.9 58.9 59.0
East Asia 78.0 76.0 75.4 75.2 74.9 74.6
South East Asia & the Pacific 70.1 70.4 70.3 70.5 70.6 70.7
South Asia 61.2 60.3 60.3 60.0 59.9 59.8
Latin America & the Caribbean 63.4 65.1 65.4 65.4 65.5 65.6
North Africa 49.8 49.6 49.9 50.3 50.5 50.7
Sub-Saharan Africa 75.6 74.6 74.4 74.4 74.3 74.2
Middle East 52.6 54.7 55.1 55.6 56.0 56.4
Labour force participation rate (%) - males 1996 2002 2003 2004 2005 2006*
WORLD 80.5 79.4 79.2 79.2 79.0 78.9
Developed Economies & European Union 70.9 69.6 69.2 69.1 68.8 68.5
Central & South-Eastern Europe (hon-EU) & CIS 71.3 68.8 68.4 69.6 69.5 69.6
East Asia 84.6 82.7 82.2 82.0 81.7 81.5
South East Asia & the Pacific 83.0 83.1 82.9 82.8 82.8 82.8
South Asia 84.0 82.7 82.4 82.5 82.3 82.2
Latin America & the Caribbean 81.6 80.9 80.9 80.2 79.8 79.5
North Africa 76.0 74.9 74.9 75.7 75.7 75.8
Sub-Saharan Africa 87.4 86.7 86.4 86.4 86.3 86.2
Middle East 77.5 77.9 78.1 78.0 78.1 78.2
Labour force participation rate (%) - females 1996 2002 2003 2004 2005 2006*
WORLD 53.0 52.6 52.5 52.5 52.5 52.5
Developed Economies & European Union 51.0 51.8 51.9 52.3 52.4 52.6
Central & South-Eastern Europe (hon-EU) & CIS 51.0 50.1 49.5 49.5 49.5 49.6
East Asia 71.1 68.9 68.4 68.1 67.7 67.4
South East Asia & the Pacific 57.6 58.1 58.0 58.4 58.6 58.9
South Asia 36.9 36.5 36.7 36.1 36.1 36.1
Latin America & the Caribbean 46.1 50.0 50.7 51.3 51.8 52.4
North Africa 23.9 24.5 25.1 25.3 255 25.8
Sub-Saharan Africa 64.3 63.0 62.7 62.8 62.7 62.7
Middle East 24.9 29.1 29.8 30.9 31.7 32.5
Labour force participation rate (%) - youth 1996 2002 2003 2004 2005 2006*
WORLD 58.1 57.5 57 56.7 56.1 55.6
Developed Economies & European Union 53.1 52.9 53.1 53 53.1 52.3
Central & South-Eastern Europe (hon-EU) & CIS 45.8 45.3 449 43.8 42.5 42.1
East Asia 74.7 73.8 72.7 71.6 70.6 69.4
South East Asia & the Pacific 58.5 57.6 56.8 58.1 57.4 58.2
South Asia 49.9 49.5 49.2 48.8 48.5 48.3
Latin America & the Caribbean 55.4 55.8 56.2 56.2 55.8 5583
North Africa 39.2 38.4 38.1 39.4 37.6 36.1
Sub-Saharan Africa 67.6 67.6 67.4 67.1 66.8 66.5
Middle East 39.3 39.6 39.8 40.1 40.4 40.8

Source: ILO Trends Labour Force Model (see box 3 in A Guide to Understanding the KILM for more infor mation on estimation

methodol ogy).
* 2006 preliminary estimates
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Box la (continued)

Gap between male and female labour force participation rates of persons aged 15 years and over, 1996
and 2006, by KILM region
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In 2006, there were 3.1 billion people active in labour markets they were either employed or unemplo yed and looking for
work. Thisis 463 million more than ten years ago. However, labour force participation rates the share of the labour force
within the working-age population dlightly decrea sed by 1.1 percentage points over the last ten years, from 66.7 per cent in
1996 to 65.7 per cent in 2006. To some extent, this is due to the decrease in male labour force participation rates, which
declined from 80.5 in 1996 to 78.9 in 2006. The major cause, however, is the decrease in labour force participation of young
people (down from 58.1 per cent in 1996 to 55.6 per cent in 2006). Youth labour force participation rates have been
decreasing in al regions largely due to the increasing participation of young people in education, especially in some of the
Asian economies, and can therefore be seen as a positive development.* In the Central & South-Eastern Europe (non-EU) &
CISregion, the decrease in the labour force participation of youth is additionally caused by the large amount of young people
that have become discouraged as a result of the transition period. Fortunately, young as well as adult discouraged workers
started re-entering the labour market as economic performance improved for many countriesin the region in recent years.

During the 1980s and 1990s women s participation in labour markets worldwide grew substantially. This gave rise to
expectations that increased opportunities and economic autonomy for women would bring greater gender equality. But as a
matter of fact, this trend has reversed over the last ten years. Female labour force participation rates were slightly lower in
2006 (52.5 per cent) than in 1996 (53.0 per cent). As stated above, this is partly due to the increase in participation in
education of young women, but stagnation in labour force participation in recent years also reflects that there is till a large
untapped female potential for engagement in economic activity.?

The chart depicts the gap between male and female labour force participation rates across the nine major regions of the
world. The largest gaps are observed in the Middle East, North Africa and South Asia. In all three regions the male labour
force participation rate exceeded the female rate by more than 45 percentage points in 2006, although this represents some
improvements in the gaps from 1996 especially in the case of the Middle East. Meanwhile, East Asia had the lowest labour
force participation gaps of all the regions in the world, followed by the Developed Economies & European Union and
Central & South-Eastern Europe (non-EU) & CIS. Latin America & the Caribbean showed the most improvement in terms of
closing the gap, whereas East Asia and sub-Saharan Africa both experienced an increase in the gap over the last ten years.

1 For more details see: ILO: Global Employment Trends for Youth (Geneva, 2006); website: http://www.ilo.org/trends.
2 For more details see: ILO: Global Employment Trends for Women, Brief (Geneva, 2007); website: http://www.ilo.org/trends.
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a combination of different  sources.
Nevertheless, despite their strength, labour
force survey data may contain non-comparable
elements in terms of scope and coverage,
mainly because of differences in the inclusion
or excluson of rural areas, and the
incorporation  or  non-incorporation  of
conscripts. Also, there are variaions in
national definitions of the Ilabour force
concept, particularly with respect to the
statistical treatment of contributing family
workers and unemployed not looking for
work .

Non-comparability may aso arise from
differences in the age limits used in measuring
the economicaly active population. Some
countries have adopted non-standard upper age
limits for 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. Findly, differences in
the dates to which the data refer, as well as the
method of averaging over the year for data
ostensibly referring to the same period, may
contribute to the non-comparability of the
resulting statistics.

To a large extent, these comparability
issues have been addressed in the construction
of the table as only labour force participation
rates deemed sufficiently comparable across
countries were used in its construction. To this
end, only household labour force survey and
population census data that are representative
of the whole country (with no geographic
limitation) were used in the construction of the
estimates. In countries with more than one
survey source, only one type of source was
used. If alabour force survey was available for
the country, labour force participation rates
derived from these were chosen in favour of
those derived from population censuses.

Trends

The economies in sub-Saharan Africa
continue to have some of the highest female
labour force participation rates, while the
lowest female rates continue to be among

economies in the Middle East & North Africa
For al but one economy (Mozambique)
female labour force participation rates were
lower than those of males, usually within 30-
70 per cent versus 60-90 per cent for males.
Sub-Saharan countries also had some of the
highest rates for males so that many of the
highest overal rates of participation were
found in these countries (see figure 1). Poverty
and working poverty (KILM 20) are
widespread in this region and consequently
joining the labour force is a necessity
regardless of gender and age. Although a high
labour force participation rate might seem
positive, it is important to consider other
relevant indicators in order to capture a more
comprehensive picture of a country s labour
market. For example, another factor to
consider is the amount of the labour force that
is underutilized that is, unemployed (KILM

8), underemployed (KILM 12) or not in decent
and productive work.

Given the high rates of participation for
both males and females in many countries in
sub-Saharan Africa, the gender gap for many
of these countries was negligible (for example,
Burundi and Mozambique). In contrast, the
gap was substantial  more than 50 per cent
in Bahrain, Egypt, Irag, Morocco, Oman,
Qatar, Saudi Arabia, the United Arab Emirates
and the West Bank and Gaza Strip. Figure 1b
shows labour force participation rates for
males and females therefore showing where
the gender gaps are most significant (points
furthest away from the diagona line). For
women, more so than men, demographic,
social, legal and culturd trends and norms
determine whether their activities are regarded
as economic. In this sense, women have to
overcome more hurdles than men to enter the
|abour market. In addition to the educational,
ingtitutional and cultura barriers that many
women face, most women must also deal with
the competing demands of household work
(including childcare).

Relevant patterns can aso be observed
when looking at participation rates broken
down by gender and age group. Whereas
participation rates for males of prime working
age (age 25-54) vary only dlightly among
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economies — almost always above 90 per cent
— it fluctuates significantly among economies
for females in the same age group, typically
spanning into a much wider range of 40-90 per
cent. Within economies, female participation
rates by age group reveal an inverted U-shape,
as illustrated for selected countries throughout
the regions in figure 1c. The age group at
which women’s labour force participation

Figure 1a. Labour force participation rates, 2006

peaked was somewhere in the prime working-
age span of 25-54 years. Like all economies in
the Middle East & North Africa for which data
are available, female participation rates were
highest for 25-34 year olds and then dropped
significantly — from their already low rates —
for 35-54 year-olds, indicating that many
women probably did not rejoin the labour
market after becoming mothers.




