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Solutons appesr atthe back o th book.

Check Your Understanding

1. Suppose that employment websites enable job-seckers to find.
suitable jobs more quickly. What effect wil this have on the
unemployment rate over time? Also suppose that these.
websites encourage job-seckers who had given up cheir searches
to begin looking again. What effect will this have on the
unemployment rate?

2. Inwhich of the following cases would the worker be counted as
unemployed? Explain.

. Rosa, an older workes, has been laid off and gave up looking
for work months ago.

b Anthony, 3 schoolteacher, is not working during his
three-month summer break.

< Grace, an investment banker, has been laid off and s
currently seaching for another position.

. Sergio, a clasically trained musician, can only find work
playing for local parties.
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. Natasha,a graduate student, went back to school because
jobs were searce.

3. Which of the following are consistent with the observed
relationship betsween growth in real GDP and changes in the
unemployment rate? Which are noe?

. Aise in the unemployment rate accompanics  all in

real GDP.

. An excepionallystrong business recovery is asociated

with a greater percentage of the bor force being employed.
Negative real GDP growth i associated with a fallin the
unemployment rate.
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Tackle the Test: Multiple-Choice Questions

1. To be considered unemployed,  person must
L not be working.
1L be actively secking  job.
. be available for work.
a Tonly
b Tonly
< Monly
4 MandI
e LiLand1l

Use the information for a hypothetical economy presented in the
following eable to answer queseions 2,3, and 4.

Population age 16 and older = 200,000
Labor Force = 100,000

Number of people working part time =20,000
Number of people working ful ime = 70,000

2. Whais the lsbor force pasticipation rate?
2 70%
b s0%
o 0%

ES

d 0%
o s

How many people sre unemployed?

2 10000

b 20000

< 30000

4 100,000

e 110,000

Whatis the unemployment rate?
70%

s0%

20%

10%

5%

The unemployment problenin n cconormy may be
unecstated by the uncenployment e et

o peoplelyig aboussecking  job.

b, G workers.

. job candidaes with one offerbut wiing for more.
4 crescmaployed workess.

e moneofda sbore.

fen e

Tackle the Test: Free-Response Questions

1. Use the daa provided below to calculate each of the following.
Show how you calculate each.
a. the size of the labor force
b. the labor force participation rate
<. the unemployment raze
Population age 16 and older = 12 million

Employment=S5 million
Unemploymene =1 million

2

Whatis the labor market classification of each of the following.

individuals? Be as specific as possible, and explain your answer.

a. Julic has s graduate degree in mechanical engincering. She
works full-time mowing lavis.

b. JefFwas lsid off from his previous job. He would very much
ik to work at any job, but,afeer looking for work for a year,
has seopped looking for work.

€. Ianis working 25 hours per weck at  bookstore, and has no
desire ta work full ime.

. Raj has decided to take 2 year off from work to seay home.
wich his daughter
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Check Your Understanding
1. Explin the ollowing. 2. Why does colective argining have the same general ffect on
4 Frictional unemployment always exists. unemployment as a minimum wage? Illustrate your answer
b. Frictional unemployment accounts for a larger share of total  with a diagram.
unemployment when the unemployment rate islow. 3. Suppose the United Seates dramatically increases benefics for

unemployed workers. Explain what will happen to the nacursl
rate of unemployment.
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Tackle the Test: Multiple-Choice Questions

1. A person who moved o a new stace and took two months to
find a e job experienced which type of unemployment?
2 frictional
b structural
<. eyclical
d narural
e none of the above

2. What type of uncmployment is created by a ecession?

a frictional

b seructural

<. eyclical

d. natural

e none of the above

3. A person who is unemployed because of  mismatch between
the quantity oflabor supplicd and the quancicy of abor
demanded is experiencing what type of unemployment?

2 frictional
b structural
<. eyclical

d naural
e. none of the above

Which of the following is true of the naural rate of
unemployment?
LIt includes frictional unemployment.
IL It includes structural unemployment.
L eis equal o 0%
a Tonly
b Ionly
< Monly
d Tandll
e LiLandml

Which ofthe following can affectthe natural rate of
unemployment in an cconomy ove time?

a. labor force characterisicssuch as age and work experence
b. the xistence of labor unions

. advances intechnologies that help workersfind jobs

d government job raining programs

e allofthe above
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Tackle the Test: Free-Response Questions

La
b.

Define the natual rate of unezmployment.
“The natursl ate of nemployment s made up of which of
thetypes of unemployment?

Explain how ycical unemploymens rltestothe asural
e of unmplopment

Listchre ctors tha can lead t 2 change i the navural
e of unsmployment

s (7 points)

1 pint: Thenatural ate of unemployment i the normal nemployment ate
aroung which he actualunemployment rate fluctates.

1 point: The natual rate of unemployment s made up offricional
nemployment

1 point. _ plus structural unemployment

2. In cach of the following situations, what type of unemployment

is Melanie facing? Explain.

a. After completing a complex programming project,

Melanic s Lsid off. Her prospects for a new job requiring
similar skills are good, and she has signed up wich 3
programmer placement service. She has passed up offers
forlow-paying jobs.

b. When Melanie and her co-workess refused to accept pay
cuts, her employer outsourced their programming tasks to
workers in another country. This phenomenon s occurring
throughout the programming industry.

<. Dueto the current sump in investment spending, Melanic
has been Laid off from her programming job. Her employer
promises to rehire her when business picks up.




