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Summary:
This article finds that compared to baby boomers of the same age, millennials’ labor force
participation decisions are only about three-quarters as responsive to wage changes, and
Generation X’s participation decisions are only about half as responsive. These differences
are not good news for employers trying to coax workers back into the labor market during
a robust pandemic recovery. Using the most recent estimates, from 2019 data, the latest
6 percent year-over-year increase in average hourly pay reported by the US Bureau of
Labor Statistics (BLS) is expected to only close 16 percent of the gap between current and
prepandemic participation rates of prime-age workers. The implication is that employers
will likely have to also resort to nonwage incentives to entice workers to fill their open jobs.
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Key findings:
1. Wage growth alone is not likely to return labor force participation to prepandemic levels.
2. Workers are redefining their relationship with the labor market.
3. Labor force participation among Gen Xers and millennials is less responsive to wage
changes than it was for baby boomers of the same age.
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Summary: This article finds that compared to baby boomers of the same age, millennials'
labor force participation decisions are only about three-quarters as responsive to wage

changes, and Generation X's participation decisions are only about half as responsive.

These differences are not good news for employers trying to coax workers back into the labor

market during a robust pandemic recovery. Using the most recent estimates, from 2019 data,
the latest 6 percent year-over-year increase in average hourly pay reported by the US Bureau

of Labor Statistics (BLS) is expected to only close 16 percent of the gap between current and

prepandemic participation rates of prime-age workers. The implication is that employers will
likely have to also resort to nonwage incentives to entice workers to fill their open jobs.
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Note: Elasticity indicates the average percentage point change in the probability of
participating in the labor force when wages increase by 1 percent. Participation elasticities here
are technically negative nonemployment elasticities estimated by an ordered logit for notemployed, part-time employed, and full-time employed individuals including controls for
nonlabor income, age, education, gender, race, marital status, children, state unemployment
rate, and state share of employment in the manufacturing sector. The model is estimated using
the Annual Social and Economic Supplement of the CPS from the years 1985 (baby boomers),
2003 (Generation X), and 2019 (millennials). Results correspond to each generation when they
were roughly between the ages of 20 and 40 years old. Each generation’s elasticity is
statistically significantly different than the others at a 99 percent confidence level. Details of
the estimation procedure, including wage-imputation strategies for nonworkers and accounting
for the potential endogeneity of wages, can be found in Hotchkiss (2022).
Source: Author's calculations using the Current Population Survey

Notes: See notes accompanying figure 4.
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