Unemployment and Its Natural Rate

Short Answer and Multiple Choice Questions
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Use the following information to answer the following questions.
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1. 2001: 7.4+105.2=112.6 million

2002: 8.1+104.2=112.3 million

2. 2001: (112.6/168.2)x100=66.9%

2002: (112.3/169.5)x100=66.3%

3. 2001: (7.4/112.6)x100=6.6%

2002: (8.1/112.3)x100=7.2%

4. Earlier retirements, students staying in college longer, more parents staying at home with

children, discouraged workers discontinuing job search (all people leaving the labor force).

5. 2001: 6.6-6.6=0%

2002: 7.2-6.6=0.6%.

In 2001, unemployment is “normal” and therefore there is no recession. In 2002, there is slight

amount of positive cyclical unemployment. There might be a recession in 2002..

Multiple Choice Questions

6. a

7. b

8. b

9. d

10. b

11. c

12. b

13. d
