Unemployment
Topic 1: Definition and measurement
DIFFICULTY Level 1
1. The labor force is comprised of
(A) the total population of an economy
(B) the total number of people who are employed
(C) the total number of working age people
(D) the total number of people who are employed or unemployed
(E) the total number of people who are unemployed
Difficulty LEVEL 2
2. Which of the following individuals is considered officially unemployed?
(A) Clarence, a doctor who retired after turning 65 four months ago
(B) Madison, who resigned from her job at a hardware store to find work as a carpenter
(C) Julie, who has not worked in 2 years and has given up looking for work
(D) Frank, who is working part-time and is seeking a full-time job
(E) Jin, a college student who plans to begin his job search after graduation
3. Which of the following groups is considered officially unemployed?
(A) People who are discouraged and have given up looking for work
(B) People who have resigned from their job to start their own business
(C) People who have quit their job to stay at home and care for children
(D) People who are seeking to volunteer for charity organizations
(E) People who were fired from a previous job but are actively seeking a new job
Use the table below to answer the following question.
	Labor Market Data for Economy ABC (in millions of persons)

	Population
	175

	Employed
	93

	Unemployed
	7

	Not in labor force
	75


4. Based on the data in the table above, what is the unemployment rate for Economy ABC?
(A) 3.3%
(B) 4.0%
(C) 7.0%
(D) 8.0%
(E) 10.0%
Use the table below to answer the following question.
	Labor Market Data for Atlantis (in millions of persons)

	Population
	170

	Full-time employed
	75

	Part-time employed
	20

	Unemployed
	5

	Discouraged workers
	5

	Retired workers
	33


5. According to the table, what is the unemployment rate in this economy?
(A) 3.0%
(B) 5.0%
(C) 7.5%
(D) 10%
(E) 25%
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6. The actual unemployment level of an economy may be understated by the official unemployment rate because
(A) all unemployed teenagers are not counted.
(B) discouraged workers are counted as employed.
(C) frictionally unemployed workers are counted as unemployed.
(D) underemployed workers are counted as employed.
(E) retired workers are not counted.
Topic 2: Types of unemployment
DIFFICULTY Level 1
7. When workers lose their jobs because of a recession, what type of unemployment increases?
(A) cyclical
(B) structural
(C) seasonal
(D) frictional
(E) foreign
DIFFICULTY LEVEL 2
8. Many websites allow job seekers to apply for jobs, post resumes, and more efficiently communicate with potential employers. If these websites increase in popularity, there will likely be
(A) an increase in the unemployment rate
(B) a decrease in the frictional unemployment rate
(C) a decrease in the labor force participation rate
(D) an increase in structural and frictional unemployment rates
(E) a decrease in cyclical, but not in frictional unemployment rates
9. Which of the following situations best exemplifies structural unemployment?
(A) As the summer season closes, lifeguards at beaches are no longer employed.
(B) Workers increasingly seek jobs with higher salaries.
(C) A recession causes layoffs at an auto factory.
(D) Warehouse workers become unemployed when their employer installs automated computer technology.
(E) There has been an increase in demand for unskilled workers.
10. Which of the following is an example of structural unemployment?
(A) A worker who loses his job due to a recession
(B) A farm worker who is unemployed every winter season
(C) A recent college graduate who is seeking her first job
(D) A doctor who quit his job to become a full-time volunteer
(E) A water meter reader whose job has been replaced by a computerized meter
11. 
Last week Vanessa quit her job as a graphic designer. She has spent the past few days browsing job listings but has not found a new job that matches her skills. Vanessa is best classified as
(A) frictionally unemployed
(B) structurally unemployed
(C) a discouraged worker
(D) out of the labor force
(E) cyclically unemployed
Topic 3: Natural rate of unemployment
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12. An economy has achieved the natural rate of unemployment when
(A) there is no cyclical and no frictional unemployment.
(B) the actual rate of unemployment is zero percent.
(C) there is no cyclical unemployment.
(D) there is no structural unemployment.
(E) the actual rate of unemployment is more than the full employment rate.
13. When the economy is at full employment, what is the actual rate of unemployment equal to?
(A) the cyclical rate of unemployment
(B) the structural rate of unemployment
(C) the seasonal rate of unemployment
(D) the natural rate of unemployment
(E) zero percent unemployment
14. What type of unemployment causes the actual rate of unemployment to deviate from the natural rate of unemployment?
(A) seasonal
(B) cyclical
(C) frictional
(D) potential
(E) structural
15. If the actual rate of unemployment is 7.0% and the natural rate of unemployment is 5.0% then which of the following is necessarily true?
(A) The frictional unemployment rate is 2%
(B) The structural unemployment is 1.5%
(C) The cyclical unemployment rate is 2%
(D) The cyclical unemployment rate is 12%
(E) The cyclical unemployment rate and structural unemployment rate are both 2%
Difficulty LEVEL 3
16. Which of the following factors would likely cause an increase in the natural rate of unemployment?
(A) An increase in unemployment benefits
(B) An increase in job training
(C) An increase in employment subsidies
(D) A decrease in the minimum wage
(E) A decrease in cyclical unemployment
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