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Job-Finding Anomalies of the Current Expansion

Ingrid Chen, Marianna Kudlyak, and Riva Mikhlin

Job-finding rates have declined over the past three years for people who are unemployed or are out
of the labor force. Analysis shows that the decline in job finding for unemployed people has been
pronounced for prime-age and college-educated individuals, while the decline in job finding for
people who are out of the labor force has been driven by younger and less-educated individuals.
These demographic patterns differ from job-finding rates during typical economic expansions and

imply both a cooling and a restructuring within the labor market.

The unemployment rate gauges labor market health by measuring how many people are looking for work.
Job-finding rates—the rates at which individuals transition into employment each month—provide a
complementary picture. A high job-finding rate is generally a signal of a healthy labor market.

People without a job fall into two categories. Unemployed people are actively searching for work. People
who are out of the labor force, or nonparticipants, are not actively searching for jobs, including retirees,
students, and others who are not actively looking. Job-finding rates for these two groups capture different
dimensions of labor market health. A high unemployment-to-employment transition rate signals that
demand is strong to absorb active job seekers quickly. A high nonparticipation-to-employment transition
rate typically signals that abundant opportunities for paid work might pull people in from the sidelines.

In a typical recovery, both job-finding rates rise. The unemployment-to-employment rate rises because
strengthening demand means employers hire more readily from the pool of unemployed. The
nonparticipation-to-employment rate rises because a hot labor market pulls in marginal workers. This
“pulling-in” effect is a hallmark of a mature expansion: As a recovery lengthens, it draws in groups that
would not have found jobs in a weaker economy—younger, less-educated, and less-experienced workers
(Aaronson et al. 2019, Hotchkiss and Moore 2022).

Over the past three years, however, the overall job-finding rate in the United States has fallen, which is
unusual during economic expansions. This Economic Letter shows that the recent drop in job finding for
unemployed individuals was pronounced among people of prime working-age and college-educated
individuals. The decline for nonparticipants was concentrated among younger people and those with less
education.

The changes in job-finding rates by age and education over the past three years are an anomaly for a mature
stage of a typical expansion. Job finding among nonparticipants weakened for traditionally marginal
workers, which may reflect a normalization following extraordinarily strong post-pandemic labor demand.
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The unemployment-to-employment pipeline weakened for workers who traditionally can find jobs more
easily, which may reflect larger structural shifts in demand for skilled labor, such as technology-related
downsizing, managerial restructuring, or government contractor reductions, or the early effects of AI-
related displacement in professional occupations.

For comparison, the current demographic patterns of job-finding declines also differ from the last sustained
decline in the job-finding rate during the 2007—09 recession, which was more broad based across education
groups.

Job-finding rates in the post-pandemic recovery

To analyze these two groups, we measure the monthly employment transition rates using matched
individual records from the Current Population Survey. The unemployment-to-employment rate captures
the share of unemployed workers who find a job; the nonparticipation-to-employment rate captures the
share of nonparticipants who transition into employment.

The job-finding rate for unemployed
people is typically 25—-30%, much higher
than the typical job-finding rate for the
nonparticipation group of 4—5%, showing
that the unemployed are far more likely to
find a job (Figure 1). This is not surprising
because a large share of nonparticipants _
are retirees or students who are not 254 ‘ _ _
looking or not interested in a job. | L
However, even though their job-finding !
rate is relatively low, nonparticipants
make up two-thirds of all people who
transition from nonemployment to
employment each month on average. This
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Coming out of the pandemic recession, both job-finding rates rose, peaking around January 2023. They
have since declined, even as the unemployment rate has remained relatively low. The rate for
nonparticipants fell from 4.9% to 4.2%, while the rate for unemployed workers fell from 30% to 25%.

The recent decline suggests that the labor market is neither efficiently absorbing the unemployed nor
drawing in nonparticipants. To understand whether this decline reflects a broad-based slowdown or is
concentrated among specific groups, we break down the change in job-finding rates by demographic groups.
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Which groups are less successful at finding work?

We break down the change in overall job-finding rates from January 2023 to January 2026 into two
components using a so-called shift-share analysis. One component reflects changes in the age-gender-
education demographic composition of the pool of unemployed individuals. The other component reflects
changes in job-finding rates for each demographic group.

We find that the decline in job-finding
rates from unemployment reflects mostly
rate decline by age and education groups
and not compositional changes towards
groups with typically lower rates. The
decline in job-finding rates from
nonparticipation reflects rate declines by
age and education groups as well as some
contribution from a compositional change
towards an older population.

To further examine which demographic
groups’ rates drive the overall lower job-
finding rate, Figures 2 and 3 show the
decline of the job-finding rates from
unemployment and from
nonparticipation by age and education,
respectively. The figures show that the
demographic profiles of the decline in
job-finding rates differ between
unemployment and nonparticipation.

The decline in job finding from
nonparticipation is driven primarily by
lower job-finding rates among younger
and less-educated individuals.
Individuals ages 16—24 saw a 20% decline
and those ages 25—34 fell 16%, while the
job-finding rates of those ages 35—-64
changed little (blue bars, Figure 2). Those
with a high school diploma saw a decline
of 23%, and those with less than high
school fell 19%, while those with a
bachelor’s degree or higher saw no
decline (blue bars, Figure 3).

Figure 2
Changes in job-finding rates by age

Percent

2 - m Nonparticipation to employment = Unemployment to employment

0 1 T T v T T

2

-4

-6

-8
210
-12
214
-16 4
18
-20
=22
24

16-24 25-34 35-44 45-54 55-64 65+

Note: Unemployment-to-employment and nonparticipation-to-employment rates
are monthly, seasonally adjusted three-month moving averages.

Source: Bureau of Labor Statistics, Current Population Survey, and authors’
calculations.

Figure 3
Changes in job-finding rates by education
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By contrast, the decline in job finding from unemployment is particularly large for those of prime working
ages 35—54 and primarily concentrated in college-educated groups (red bars, Figure 3). College-educated
individuals saw a decline of 30%, those with some college degree declined 18%, while workers with less than
high school saw their job-finding rate increase.

Considering that January 2023 through January 2026 can be described as a mature stage of the recovery
from the 2020 recession, our findings go against typical expectations for a recovery. The current job-finding
decline for nonparticipants is concentrated among some of the groups that a hot labor market typically pulls
in from the sidelines-—young and less-educated workers (Okun 1973). Instead of being pulled in, the
pipeline into employment is shrinking such that the recovery is no longer reaching workers at the margins.

The current decline from unemployment is concentrated among groups that typically have the highest job-
finding rates: prime-age and college-educated workers. They normally find jobs quickly even in weaker
labor markets. The drop in their job-finding rates is particularly surprising and suggests something other
than a standard cyclical slowdown.

Putting the job-finding decline into historical perspective

Do these demographic patterns align with previous declines in job finding, or does the current period
represent something new? The last episode of sustained decline occurred from December 2006 to
December 2009 (Figure 1), a period that included the Great Recession.

We follow changes in job-finding rates
across three years of sustained decline,
starting in December 2006. The

Figure 4
Post-pandemic vs. Great Recession job finding, % change
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rate changes by education between the
two periods, shown in Figure 4. The
2006—09 declines in job-finding rates from nonparticipation and especially from unemployment were
experienced across all education levels, shown by the lighter bars. In contrast, the recent decline in job-
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finding rates from nonparticipation is concentrated among lower-educated groups, and the recent decline in
job finding rates from unemployment is concentrated among higher-educated groups.

Conclusions

Job-finding rates have declined since early 2023, an unusual development for a stable economy. In this
Letter, we first note that the decline in job finding out of nonparticipation is more concentrated among
younger and less-educated individuals. Second, the decline in job finding out of unemployment is
pronounced among prime-age individuals and more concentrated among higher-educated individuals.
These patterns suggest that the current slowdown may reflect structural forces rather than being a signal of
a cyclical downturn. There may be several contributing factors for future research to consider, including
immigration-driven changes, sector-specific slowdowns in technology and government contracting, policy
uncertainty, or early signals of broader labor market deterioration.
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