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The labor market gradually eased over the course of 2023. The unemployment rate
averaged 3.6 percent for the year, close to the annual lows observed just before the
(Opandemic, and @payroll employment grew 255,000 per month on average, well above the
wbreak-even pace needed to absorb labor force growth while also maintaining the
unemployment rate.! <> Employment in most sectors is now higher than it was in

February 2020—the date of the last pre-pandemic labor report.
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The labor supply appears to have ®firmed up: the ®labor force participation rate of
prime-age civilians—those between the age of 25 and 54 years—is close to a 20-year high,
and the participation rate for prime-age women exceeded its all-time high this year.
Employers’ allowances of more flexible work schedules during and since the COVID-19
pandemic — including the rise in work-from-home arrangements — may also have
contributed to record labor force participation among prime-age women.2 It is likely that
increasing access to ®affordable childcare, a key policy goal of the Biden-Harris
Administration, would be associated with further improvements in the labor supply.3

These positive developments in labor force participation rates are especially remarkable
given the Mbackdrop of a downward, long-run trend in the labor force as a result of the
aging U.S. population. Labor force participation for civilians age 65 years and above has
steeply declined in the post-pandemic economy. While increased retirements have been
expected due to population aging, they have substantially exceeded expectations since the
®onset of the pandemic. According to the CEA’s calculations, excess retirements

subtracted almost 900,000 workers from the labor market in 2023.

1 The ®CEA estimates the break-even pace to be between 80,000 and 100,000 jobs a month,
depending on immigration and the rate of the trend in labor force participation, among
other factors.

Consistent with the @robust and persistent pace of job growth, the unemployment rate in
2023 was the lowest on record since 1969.

2 Survey evidence suggests that, on average, women place a higher value on flexile work
arrangements relative to men.

3 Research suggests that a meaningful portion of the growing gap in the labor force
participation rate of prime-age women between the United States and other advanced
nations can be explained by weak U.S. family policies.
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