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‘The unemployment rate is defined as:
2. the percent of the labor force that is unemployed.

b, the mumber of people unemployed.

. theratio of the labor force to the mumber of people unemployed.
4. the average length of time someone is unemployed.

. the percent of the population that is unemployed.

If a country has a working-age population of 200 million, 120 million people withjobs, and 30 million people
unemployed and seeking employment, then its unemployment rate is

5%.

7.5%.

15%.

20%.
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To be classified as unemployed, a person must be:

2 not working.

b, not working due to retirement or disability

. not working or working part-time when he or she wishes to be working fill time.

4. not working and actively looking for a job in the last four weeks or discouraged and not
actually looking for ajob.

e not working and actively looking for a job n the last four weeks.

A person whois out of work, would like to work but has given up looking for work is called:
unemployed.

employed.

2 discouraged worker.

2 marginally productive worker.

setired or disabled.

papop

A survey reveals that on 2 small island 40 adults have jobs, 10 other adults are looking for jobs, and 30 are
ncither working nor looking for work. The unemployment rate on the island is:

12.5%.

20.0%.
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6. Use Table 12-3. How many people arein the labor force?

a

b.
<.
d.
e.

6900
9400
7400
6500
6000

7. Use Table12-3. What is the unemployment rate in Madtucky?

papop

pan Ty

64%
48%
17%
6%
1%

‘general, expansions are characterized by:

increasing rates of unemployment.
decreasing rates of unemployment
decreasing employment.
unchanged rates of employment
unchanged rates of unemployment.

Scenario 12-2: Employment Rate
In a group often people, there are three refirees, two part time workers, two discouraged workers, one
unemployed worker, and two full time workers.

9. Use Scenario 12-2. For this group,if the discouraged workers became active job searchers, then the:

a

b.
<.
d.
e.

unemployment rate would fall
unemployment rate and the labor force participation rate would rise.

Iabor force participation rate would fall

unemployment rate and the labor force participation rates would both fall.
unemployment rate would rise, but the labor force participation rate would fal.
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Unemployment rates tend to:

papop

be the same across geographic areas.
vary depending upon age groups and ethicities
increase when an expansion in the economy occurs.
Stay the same only when there s cyclical unemployment.
fall during economic recessions.

Sally works twenty hours a week for an accounting firm. She would like to work forty hours 2 week and.
expects that she willin the future. Sally is a(n):

peapop

discouraged worker

unemployed worker
underemployed worker

full time worker

‘marginally unemployed worker.

Amma recently moved to Boston in order for her husband Joe to begin a new job as an economics professar &

counted as employed since she is likely to receive ajob offer soon.
Fictionally unemployed.

engaged in a job search.
counted as employed.

ounted as out of the labor force.

usually counted as a discouraged worker.
ineligible for unemployment insurance benefits.

An example of fictional unemployment is a(n):

a

A

‘autoworker who is temporarily laid off from an automobile company due to a decline in
sales.

‘geologist who s permanently laid off from an cil company due to a new technological
advance.

worker at a fast-food restaurant who quits work and attends college full time.

real estate agent who leaves ajob in Texas and scarches for a similar, higher paying job
in California.

‘autoworker who not working becanse he is currently on strike from his job at the
production factory.
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Structural unemployment is:
2. unemployment that results when there are more people seeking jobs than there are jobs
available at the cuent wage rate.

unemployment experienced by those entering the labor force for the fist time.

zero when the economy is in full employment

caused by short run economic fluctuations.

the result of jobs that are predictably lost during certain parts of the calendar year.

Sam, who is 55 years old and has been a steel worker for 30 years, is unemployed because the steel plant in
‘his town closed and moved to Mexico. Sam is experiencing:

2 cyclical memployment.

b, permanent unemployment
c
d
e

pap o

Unemployment that results when there are more people seeking j obs in a labor market than there are jobs
available is considered:

Fictional unempl oyment

structural unemployment

cyclical unemployment

‘natural unemployment.

seasonal unemployment.

Structural unemployment means there are:
‘more people secking work than there are jobs in a particular industry.
‘more jobs than workers in a particular industry.

wages that are too low in a particular industry.

people just entering the labor force.

‘more peaple going back to school than are applying for jobs.

‘When the demand for labor is falling and employers have committed to high wages, unemployment
will result.

fictional

cyclical

permanent

structural

natural

papop peapop

pepon

‘The natural rate of employment is achieved when:
the actual rate of unemployment s equal to zero.

the natural rate of unemployment is equal to the fictional rate of unemployment.
the quantity of labor supplied is equal to the quantity of labor demanded.
thereis no cyclical unemployment.

thereis no cyclical unemployment and no frictional unemployment

papop
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22.

23

24

25

26.

27.

Cyclical unemployment is characterized as:

2 unemployment that occurs when people are between jobs.

b, a situation when there are not good matches between available jobs and the skills people
have.

<. the normal unempl oyment around which the aciual unemployment rate fluctuates.

4. the deviation in the actual rate of unemployment away from the natural rate.

unemployment that occurs when people go back to schoal for retraining.

‘Which of the following equations describes the caleulation of the natural unemployment rate?
Natural unemployment = Frictional unemployment + Structural unemployment

Natural unemployment = Cyclical unemployment + Structural unemployment

Natural unemployment = Frictional unemployment + Cyclical unemployment

Natural unemployment = Frictional unemployment + Structural unemployment +
Cyclical unemployment

Natural unemployment = Actual unemployment - Structural unemployment

The natural rate of unemployment would:
2. increase ifa larger percentage of the labor force were over 25 years old.
b, increase if union membership fell

c.increase if unemployment benefits were increased.

d

e

o

Y

o

decreaseif the average age of workers fell.
decreaseif the government removed successful job training programs.

‘The actual unemployment rate in the economy is 9%, If the natural rate of unemployment is 5%, then the:

fictional unempl oyment rate is 4%.
cyclical unemployment rate is 4%,
structural unemployment rate is 4%.
cyclical unemployment rate is 14%
cyclical unemployment rate is 5%,

peapop

Labor unions that are effective at achieving wage rates:
2. lower than the equilibrium wage rate may unintentionally cause frctional
unemployment

equal to the equilibrium wage rate may cause shortages in that labor market.
‘higher than the equilibrium wage rate may also result in structural unemployment
‘higher than the equilibrium wage rate may cause shortages in that labor market.
equal to the equilibrium wage rate may cause surpluses in that labor market.

pepo

Amy just graduated from college. She recently quit her part ime job to focus on finding a full ime job which

‘uses her skis she has acquiredin college better. Amy is considered:
a2 structurally unemployed.

b, out of the labor force.

<. cyclically umemployed.

4. employed since she is focusing on finding 2 full time job.

e fiictionally unemployed.
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1. (Module 12) The population of Franklandia can be described by the data in the table below.

Civilian population age 16 and older 500,000
Number employed full fime 220,000
Number employed part fime 80.000
Number unemployed and looking for a job 150.000
Number unemployed and not looking for ajob | 25,000
Number in the military 20,000
Number in prison 5,000

. Use the data above to calculate the size of the labor force and the labor force participation rate.
b. Use the data above to calculate the unemployment rate.

c. Suppose that half of those officially counted as unemployed become discouraged and drop out of
the labor force. Will this increase, decrease, or have no impact on the nation’s unemployment rate?
Explain.

(5 points)

2. (Module 13) For each of the following statements, first declare whether the statement is true or false.
Then explain your answer.
2. When the cconomy is in a recession, cyclical unemployment is rising and the natural rate of
unemployment s falling.
b. When the cconomy is operating at full employment, the natural rate of unemployment is equal to
zero.
c. Intemet job placement websites can lower frictional unemployment and also lower the natural rate
of unemployment.
(6 points)




