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Types of Unemployment:
Frictional Unemployment

Occurs when people
change jobs, get laid
off from their current
jobs, take some time
to find the right job
after they finish their
schooling, or take
time off from working
for a variety of other
reasons




Types of Unemployment:

Structural Unemployment

Occurs when workers'
skills do not match
the jobs that are
available.
Technological
advances are one
cause of structural
unemployment




Types of Unemployment:
Seasonal Unemployment

i ¥ _ Occurs when
| industries
slow or shut
E down for a
- . mm®  Season or
R =
S g make
. seasonal
shifts in their
production
schedules




Types of Unemployment:
Cyclical Unemployment

Unemployment that rises during economic downturns
and falls when the economy improves
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Determining the Unemployment
Rate

AA natun |oyment rate is an important indicator of the
health of the economy.

A The Bureau of Labor Statistics polls a sample of the population
to determine how many people are employed and unemployed.

A The unemploymentratei s t he percentage
force that is unemployed.

A The unemployment rate is only a national average. It does not
reflect regional economic trends.




Full Employment

Full employment is the level of employment
reached when there Is no cyclical unemployment.

A Economists generally agree that in an economy that is working properly, an
unemployment rate of around 4 to 6 percent is normal.




A Sometimes people
are = m—
underemployed,
that is working a job
for which they are
over-qualified, or
working part-time
when they desire
full-time work.




ADiscouraged workers are people who
want a job, but have given up looking for
one.




The Effects of Rising Prices

1. Inflation - a general increase In prices.



The Effects of Rising Prices

2. Purchasing power - the abllity to
purchase goods and services, IS
decreased by rising prices.



The Effects of Rising Prices

3. Price level - the relative cost of goods
and services in the entire economy at a
given point in time.



Price Indexes

A price index Is a measurement that shows how the
average price of a standard group of goods changes
over time.

A The consumer price index (CPI) is computed each month
by the Bureau of Labor Statistics.

A The CPI is determined by measuring the price of a standard
group of goods meant to represent the typicaln mar k e t
b a s k ef anourban consumer.

A Changes in the CPI from month to month help economists
measure the economyodos 1 nfl at

A The inflation rate is the percentage change in price level
over time.



Calculating Inflation

ATo determine

the inflation

rate from one

CPI for Year A minus CPI for
Year B divided by CPI for Year

B multiplied by 100

year to the For example,
if the CPI for 1998 (Year A) =
ﬂ eXt, USG the 163 and the CPI for 1997 (Year
. B) = 160.5

then,

following
2.5 +160.5 =0.156

Ste pS . .0156 x 100 =1.6

Therefore,
the inflation rate for 1998 was
1.6%.



Calculating the Inflation Rate

CPI for Year A minus CPI for Year B
divided by CPI for Year B multiplied by
100

For example,

If the CPI for 1998 (Year A) = 163 and
the CPI for 1997 (Year B) = 160.5

then,

1631 160.5=2.5
2.5 +160.5=0.156
0156 x 100 =1.6

Therefore,
the Inflation rate for 1998 was 1.6%.



Types of Inflation

Creeping Inflation

A(:reeping Inflation is inflation that remains low (1
to 3 percent) for a long time.






