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World unemployment rates[1] as of January 2009

Unemployment (or joblessness), as defined by the International Labour Organization, occurs when people are without jobs and they have actively sought work within the past four weeks.[2] The unemployment rate is a measure of the prevalence of unemployment and it is calculated as a percentage by dividing the number of unemployed individuals by all individuals currently in the labour force. In a 2011 news story, BusinessWeek reported, "More than 200 million people globally are out of work, a record high, as almost two-thirds of advanced economies and half of developing countries are experiencing a slowdown in employment growth, the group said."[3]
There remains considerable theoretical debate regarding the causes, consequences and solutions for unemployment. Classical economics, neoclassical economics and the Austrian School of economics argue that market mechanisms are reliable means of resolving unemployment.[citation needed] These theories argue against interventions imposed on the labour market from the outside, such as unionization, minimum wage laws, taxes, and other regulations that they claim discourage the hiring of workers. Keynesian economics emphasizes the cyclical nature of unemployment and recommends interventions it claims will reduce unemployment during recessions. This theory focuses on recurrent supply shocks that suddenly reduce aggregate demand for goods and services and thus reduce demand for workers. Keynesian models recommend government interventions designed to increase demand for workers; these can include financial stimuli, publicly funded job creation, and expansionist monetary policies. Georgists, half a century before Keynes, also noted the cyclical nature but focused on the role of speculation in land which pushes up economic rent. Because rent must be paid mostly from wages (yield of labor) but also from interest (yield of capital), economic activity cannot be sustained in the rent bubble, which finally burst resulting in recessions or depressions. Once the speculation is wrung out of system the cycle of land speculation begins again.[4] Henry George therefore advocated the taxation of land values (Single Tax) to stop land speculation and in order to eliminate taxation of labor and capital. George opposed land nationalization and Marx's theories. Marxism focuses on the relations between the owners and the workers, whom, it claims, the owners pit against one another in a constant struggle for jobs and higher wages. The unemployment produced by this struggle is said to benefit the system by reducing wage costs for the owners. For Marxists the causes of and solutions to unemployment require abolishing capitalism and shifting to socialism or communism.

In addition to these three comprehensive theories of unemployment, there are a few categorizations of unemployment that are used to more precisely model the effects of unemployment within the economic system. The main types of unemployment include structural unemployment which focuses on structural problems in the economy and inefficiencies inherent in labour markets including a mismatch between the supply and demand of laborers with necessary skill sets. Structural arguments emphasize causes and solutions related to disruptive technologies and globalization. Discussions of frictional unemployment focus on voluntary decisions to work based on each individuals' valuation of their own work and how that compares to current wage rates plus the time and effort required to find a job. Causes and solutions for frictional unemployment often address barriers to entry and wage rates. Behavioral economists highlight individual biases in decision making and often involve problems and solutions concerning sticky wages and efficiency wages.
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[edit]History
In traditional societies, salaried jobs did not exist, as money was not in use. These cultures lived off the land directly, and the land belonged to the tribe or to no one. Everyone knew how to build shelter and make food. When these cultures invented currency and moved to the cities, they began to depend on money to buy food from a middle man, instead of growing, gathering, or hunting the food directly from nature. Dependence on jobs to make money to buy food and shelter was the beginning of unemployment.

Because it has not always been acknowledged or measured systematically, there are limited historical records on unemployment. Industrialization involves economies of scale that often prevent individuals from having the capital to create their own jobs to be self-employed. An individual who cannot either join an enterprise or create a job is unemployed. As individual farmers, ranchers, spinners, doctors and merchants are organized into large enterprises, those who cannot join or compete become unemployed.

Recognition of unemployment occurred slowly as economies across the world industrialized and bureaucratized. The recognition of the concept of "unemployment" is best exemplified through the well documented historical records in England. For example, in 16th century England no distinction was made between vagrants and the jobless; both were simply categorized as "sturdy beggars", to be punished and moved on.[5] The closing of the monasteries in the 1530s increased poverty, as the church had helped the poor. In addition, there was a significant rise in enclosure during the Tudor period. Also the population was rising. Those unable to find work had a stark choice: starve or break the law. In 1535, a bill was drawn up calling for the creation of a system of public works to deal with the problem of unemployment, to be funded by a tax on income and capital. A law passed a year later allowed vagabonds to be whipped and hanged.[6] In 1547, a bill was passed that subjected vagrants to some of the more extreme provisions of the criminal law, namely two years servitude and branding with a "V" as the penalty for the first offense and death for the second.[7] During the reign of Henry VIII, as many as 72,000 people are estimated to have been executed.[8] In the 1576 Act each town was required to provide work for the unemployed.[9] The Elizabethan Poor Law of 1601, one of the world's first government-sponsored welfare programs, made a clear distinction between those who were unable to work and those able-bodied people who refused employment.[10] Under the Poor Law systems of England and Wales, Scotland and Ireland a workhouse was a place where people who were unable to support themselves, could go to live and work.[11] According to Jackson J. Spielvogel, "Poverty was a highly visible problem in the eighteenth century, both in cities and in the countryside ... In France and Britain by the end of the century, an estimated 10 percent of the people depended on charity or begging for their food."[12] By 1776 some 1,912 parish and corporation workhouses had been established in England and Wales, housing almost 100,000 paupers.



"Industrious young man looking for work" Unemployed German laborer in 1928



Unemployed men, marching for jobs during the Great Depression

The decade of the 1930s saw the Great Depression impact unemployment across the globe. One Soviet trading corporation in New York averaged 350 applications a day from Americans seeking jobs in the Soviet Union.[13] In Germany the unemployment rate reached nearly 25% in 1932.[14] In some towns and cities in the north east of England, unemployment reached as high as 70%; the national unemployment level peaked at more than 22% in 1932.[15] Unemployment in Canada reached 27% at the depth of the Depression in 1933.[16] In 1929, the U.S. unemployment rate averaged 3%.[17] In 1932, 25% of all American workers and 37% of all nonfarm workers were unemployed.[18] In Cleveland, Ohio, the unemployment rate was 60%; in Toledo, Ohio, 80%.[19] There were two million homeless people migrating across the United States.[19] Over 3 million unemployed young men were taken out of the cities and placed into 2600+ work camps managed by theCCC.[20]
About 25 million people in the world's 30 richest countries will have lost their jobs between the end of 2007 and the end of 2010 as the economic downturn pushes most countries into recession.[21] In April 2010, the U.S. unemployment rate was 9.9%, but the government's broader U-6 unemployment rate was 17.1%.[22] There are six unemployed people, on average, for each available job.[23]
Unemployment in the United Kingdom fell later in the 1930s as the depression eased, and remained low (in six figures) after World War II. However, by 1972 it had crept back up above 1,000,000, and was even higher by the end of the decade, with inflation also being high. Although the monetarist economic policies of Margaret Thatcher's Conservative government saw inflation reduced after 1979, unemployment soared in the early 1980s, exceeding 3,000,000 — a level not seen for some 50 years — by 1982. This represented one in eight of the workforce, with unemployment exceeding 20% in some parts of the United Kingdom which had relied on the now-declining industries such ascoal mining.[24] However, this was a time of high unemployment in all major industrialised nations. By the spring of 1983, unemployment in the United Kingdom had risen by 6% in the previous 12 months; compared to 10% in Japan, 23% in the United States of America and 34% in West Germany (seven years before reunification).[25]
Unemployment in the United Kingdom remained above 3,000,000 until the spring of 1987, by which time the economy was enjoying a boom.[24] By the end of 1989, unemployment had fallen to 1,600,000. However, inflation had reached 7.8% and the following year it reached a nine-year high of 9.5%; leading to increased interest rates.[26] Another recession began during 1990 and lasted until 1992. Unemployment began to increase and by the end of 1992 nearly 3,000,000 in the United Kingdom were unemployed. Then came a strong economic recovery.[24] With inflation down to 1.6% by 1993, unemployment then began to fall rapidly, standing at 1,800,000 by early 1997.[27]




Unemployment rate for Japan 1953-2006

The official unemployment rate in the 16 EU countries that use the euro rose to 10% in December 2009 as a result of another recession.[28] Latvia had the highest unemployment rate in EU at 22.3% for November 2009.[29] Europe's young workers have been especially hard hit.[30] In November 2009, the unemployment rate in the EU27 for those aged 15–24 was 18.3%. For those under 25, the unemployment rate in Spain was 43.8%.[31]
Into the 21st century, unemployment in the United Kingdom remained low and the economy remaining strong, while at this time several other European economies — namely, France and Germany (reunified a decade earlier) — experienced a minor recession and a substantial rise in unemployment.[32]
In 2008, when the recession brought on another increase in the United Kingdom, after 15 years of economic growth and no major rises in unemployment.[33]Early in 2009, unemployment passed the 2,000,000 mark, by which time economists were predicting it would soon reach 3,000,000.[34] However, the end of the recession was declared in January 2010[35] and unemployment peaked at 2,500,000 shortly afterwards, appearing to ease fears of unemployment reaching 3,000,000.[36]
A flood of inexpensive consumer goods from China has recently encountered criticism from Europe, the United States and some African countries.[37] As of April 26, 2005 Asia Times article notes that, "In regional giant South Africa, some 300,000 textile workers have lost their jobs in the past two years due to the influx of Chinese goods".[38] The increasing U.S. trade deficit with China has cost 2.4 million American jobs between 2001 and 2008, according to a study by the Economic Policy Institute (EPI).[39]From 2000 to 2007, the United States had lost a total of 3.2 million manufacturing jobs.[40]
[edit]Definitions, types and theories
Economists distinguish between various overlapping types of and theories of unemployment, including cyclical or Keynesian unemployment, frictional unemployment, structural unemployment andclassical unemployment.[41] Some additional types of unemployment that are occasionally mentioned are seasonal unemployment, hardcore unemployment, and hidden unemployment. The U.S. BLS measures six types of unemployment, U1–U6.

Though there have been several definitions of voluntary and involuntary unemployment in the economics literature, a simple distinction is often applied. Voluntary unemployment is attributed to the individual's decisions, whereas involuntary unemployment exists because of the socio-economic environment (including the market structure, government intervention, and the level of aggregate demand) in which individuals operate. In these terms, much or most of frictional unemployment is voluntary, since it reflects individual search behavior. Voluntary unemployment includes workers who reject low wage jobs whereas involuntary unemployment includes workers fired due to an economic crisis, industrial decline, company bankruptcy, or organizational restructuring.

On the other hand, cyclical unemployment, structural unemployment, and classical unemployment are largely involuntary in nature. However, the existence of structural unemployment may reflect choices made by the unemployed in the past, while classical (natural) unemployment may result from the legislative and economic choices made by labour unions or political parties. So, in practice, the distinction between voluntary and involuntary unemployment is hard to draw. The clearest cases of involuntary unemployment are those where there are fewer job vacancies than unemployed workers even when wages are allowed to adjust, so that even if all vacancies were to be filled, some unemployed workers would still remain. This happens with cyclical unemployment, as macroeconomic forces cause microeconomic unemployment which can boomerang back and exacerbate these macroeconomic forces.

[edit]Classical unemployment


Classical or real-wage unemployment occurs when real wages for a job are set above the market-clearing level, causing the number of job-seekers to exceed the number of vacancies.

Most economists have argued that unemployment increases the more the government intervenes into the economy to try to improve the conditions of those without jobs.[citation needed] For example, minimum wage laws raise the cost of laborers with few skills to above the market equilibrium, resulting in people who wish to work at the going rate but cannot as wage enforced is greater than their value as workers becoming unemployed.[42]

 HYPERLINK "http://en.wikipedia.org/wiki/Unemployment" \l "cite_note-autogenerated2-42" [43] Laws restricting layoffs made businesses less likely to hire in the first place, as hiring becomes more risky, leaving many young people unemployed and unable to find work.[43]
However, this argument is criticized for ignoring numerous external factors and overly simplifying the relationship between wage rates and unemployment — in other words, that other factors may also affect unemployment.[44]

 HYPERLINK "http://en.wikipedia.org/wiki/Unemployment" \l "cite_note-Robert_L._Vienneau_2005-44" [45]

 HYPERLINK "http://en.wikipedia.org/wiki/Unemployment" \l "cite_note-Ian_Steedman_2009-45" [46]

 HYPERLINK "http://en.wikipedia.org/wiki/Unemployment" \l "cite_note-Wyne_Godley_1989-46" [47]

 HYPERLINK "http://en.wikipedia.org/wiki/Unemployment" \l "cite_note-Graham_White_2001-47" [48] Some, such as Murray Rothbard,[49] suggest that even social taboos can prevent wages from falling to the market clearing level. It is noted that there can be unemployment when job market is in equilibrium. For example, the salary of appliance repairman in a city is $3,000. At this salary, the appliance stores of city want to hire 100 repairmen. But there are 300 repairmen looking for jobs within the city. So there are 200 repairmen looking for jobs are unemployed. At this time, job market is not in equilibrium. But six months later, the salary of appliance repairman in this city drop to $1,000. At this salary, the appliance stores of city want to hire 200 repairmen. There are 200 repairman want to accept jobs. For the rest 100 repairmen, they no longer want to work for this kind of job because the salary is too low. By this time, job market reaches equilibrium. But there are still 100 repairmen unemployed because they no longer want to work for this kind of job.

In Out of Work: Unemployment and Government in the Twentieth-Century America, economists Richard Vedder and Lowell Gallaway argue that the empirical record of wages rates, productivity, and unemployment in American validates the classical unemployment theory. Their data shows a strong correlation between the adjusted real wage and unemployment in the United States from 1900 to 1990. However, they maintain that their data take into account exogenous events.

[edit]Cyclical or Keynesian theory of unemployment




The IS-LM Model is used to analyze the effect of demand shocks on the economy.

Cyclical or Keynesian unemployment, also known as deficient-demand unemployment, occurs when there is not enough aggregate demand in the economy to provide jobs for everyone who wants to work. Demand for most goods and services falls, less production is needed and consequently fewer workers are needed, wages are sticky and do not fall to meet the equilibrium level, and mass unemployment results.[50] Its name is derived from the frequent shifts in the business cycle although unemployment can also be persistent as occurred during the Great Depression of the 1930s. With cyclical unemployment, the number of unemployed workers exceeds the number of job vacancies, so that even if full employment were attained and all open jobs were filled, some workers would still remain unemployed. Some associate cyclical unemployment with frictional unemployment because the factors that cause the friction are partially due to cyclical variables. For example, a surprise decrease in the money supply may shock rational economic actors and suddenly inhibit aggregate demand.

Classical economists reject the conception of cyclical unemployment and alternatively suggest that the invisible hand of free markets will respond quickly to unemployment and underutilization of resources by a fall in wages followed by a rise in employment. Similarly, Hayek and others from the Austrian school of economics argue that if governments intervene through monetary policy to lower interest rates this will exacerbate unemployment by preventing the market from responding effectively.[51]
Keynesian economists on the other hand see the lack of demand for jobs as potentially resolvable by government intervention. One suggested interventions involves deficit spending to boost employment and demand. Another intervention involves an expansionary monetary policy that increases the demand of money which should reduce interest rates which should lead to an increase in non-governmental spending.[52]
[edit]Marxist theory of unemployment
It is in the very nature of the capitalist mode of production to overwork some workers while keeping the rest as a reserve army of unemployed paupers.

— Marx, Theory of Surplus Value, [53]
According to Karl Marx, unemployment is inherent within the unstable capitalist system and periodic crises of mass unemployment are to be expected. The function of the proletariat within the capitalist system is to provide a "reserve army of labour" that creates downward pressure on wages. This is accomplished by dividing the proletariat into surplus labour (employees) and under-employment (unemployed).[54] This reserve army of labour fight among themselves for scarce jobs at lower and lower wages. At first glance, unemployment seems inefficient since unemployed workers do not increase profits. However, unemployment is profitable within the global capitalist system because unemployment lowers wages which are costs from the perspective of the owners. From this perspective low wages benefit the system by reducing economic rents. Yet, it does not benefit workers. Capitalist systems unfairly manipulate the market for labour by perpetuating unemployment which lowers laborers' demands for fair wages. Workers are pitted against one another at the service of increasing profits for owners.

According to Marx, the only way to permanently eliminate unemployment would be to abolish capitalism and the system of forced competition for wages and then shift to a socialist or communist economic system. For contemporary Marxists, the existence of persistent unemployment is proof of the inability of capitalism to ensure full employment.[55]
[edit]Involuntary unemployment
In The General Theory, Keynes argued that neo-classical economic theory did not apply during recessions because of excessive savings and weak private investment in an economy. In consequence, people could be thrown out of work involuntarily and not be able to find acceptable new employment.

This conflict between the neoclassical and Keynesian theories has had strong influence on government policy. The tendency for government is to curtail and eliminate unemployment through increases in benefits and government jobs, and to encourage the job-seeker to both consider new careers and relocation to another city.

Involuntary unemployment does not exist in agrarian societies nor is it formally recognized to exist in underdeveloped but urban societies, such as the mega-cities of Africa and of India/Pakistan. In such societies, a suddenly unemployed person must meet their survival needs either by getting a new job at any price, becoming an entrepreneur, or joining the underground economy of the hustler.[56]
Involuntary unemployment is discussed from the narrative standpoint in stories by Ehrenreich, the narrative sociology of Bourdieu, and novels of social suffering such as John Steinbeck's The Grapes of Wrath.

[edit]Full employment
Main article: Full employment




Short-Run Phillips Curve before and after Expansionary Policy, with Long-Run Phillips Curve (NAIRU)

In demand-based theory, it is possible to abolish cyclical unemployment by increasing the aggregate demand for products and workers. However, eventually the economy hits an "inflation barrier" imposed by the four other kinds of unemployment to the extent that they exist.

Some demand theory economists see the inflation barrier as corresponding to the natural rate of unemployment. The "natural" rate of unemployment is defined as the rate of unemployment that exists when the labour market is in equilibrium and there is pressure for neither rising inflation rates nor falling inflation rates. An alternative technical term for this rate is the NAIRU or the Non-Accelerating Inflation Rate of Unemployment.

No matter what its name, demand theory holds that this means that if the unemployment rate gets "too low," inflation will get worse and worse (accelerate) in the absence of wage and price controls (incomes policies).

One of the major problems with the NAIRU theory is that no one knows exactly what the NAIRU is (while it clearly changes over time). The margin of error can be quite high relative to the actual unemployment rate, making it hard to use the NAIRU in policy-making.

Another, normative, definition of full employment might be called the ideal unemployment rate. It would exclude all types of unemployment that represent forms of inefficiency. This type of "full employment" unemployment would correspond to only frictional unemployment (excluding that part encouraging the McJobsmanagement strategy) and would thus be very low. However, it would be impossible to attain this full-employment target using only demand-side Keynesianstimulus without getting below the NAIRU and suffering from accelerating inflation (absent incomes policies). Training programs aimed at fighting structural unemployment would help here.

To the extent that hidden unemployment exists, it implies that official unemployment statistics provide a poor guide to what unemployment rate coincides with "full employment".

[edit]Structural unemployment
Main article: Structural unemployment




Okun's Law interprets unemployment as a function of growth in GNP





"Driver looking for work" Unemployed German laborer in 1949

Structural unemployment occurs when a labour market is unable to provide jobs for everyone who wants one because there is a mismatch between the skills of the unemployed workers and the skills needed for the available jobs. Structural unemployment is hard to separate empirically from frictional unemployment, except to say that it lasts longer. As with frictional unemployment, simple demand-side stimulus will not work to easily abolish this type of unemployment.

Structural unemployment may also be encouraged to rise by persistent cyclical unemployment: if an economy suffers from long-lasting low aggregate demand, it means that many of the unemployed become disheartened, while their skills (including job-searching skills) become "rusty" and obsolete. Problems with debt may lead to homelessness and a fall into the vicious circle of poverty. This means that they may not fit the job vacancies that are created when the economy recovers. Some economists see this scenario as occurring under British Prime Minister Margaret Thatcher during the 1970s and 1980s. The implication is that sustained high demand may lower structural unemployment. This theory of persistence in structural unemployment has been referred to as an example of path dependence or "hysteresis".

Much technological unemployment, e.g., due to the replacement of workers by machines, might be counted as structural unemployment. Alternatively, technological unemployment might refer to the way in which steady increases in labour productivity mean that fewer workers are needed to produce the same level of output every year. The fact that aggregate demand can be raised to deal with this problem suggests that this problem is instead one of cyclical unemployment. As indicated by Okun's Law, the demand side must grow sufficiently quickly to absorb not only the growing labour force but also the workers made redundant by increased labour productivity. Otherwise, we see a jobless recovery such as those seen in the United States in both the early 1990s and the early 21st century.

Technological unemployment has historically been temporary and the economy has adapted and created jobs in other sectors; however, some analysts, such as Martin Ford, in The Lights in the Tunnel: Automation, Accelerating Technology and the Economy of the Future[57] argue that many jobs in the economy will ultimately be automated via advancing technologies such as robotics and artificial intelligence, resulting in substantial, permanent structural unemployment.

Seasonal unemployment may be seen as a kind of structural unemployment, since it is a type of unemployment that is linked to certain kinds of jobs (construction work, migratory farm work). The most-cited official unemployment measures erase this kind of unemployment from the statistics using "seasonal adjustment" techniques. The resulting in substantial, permanent structural unemployment.

[edit]Frictional unemployment




Beveridge curve of 2004 job vacancyand unemployment rate from the United States Bureau of Labour Statistics

Main article: Frictional unemployment
Frictional unemployment is the time period between jobs when a worker is searching for, or transitioning from one job to another. It is sometimes called search unemployment and can be voluntary based on the circumstances of the unemployed individual. Frictional unemployment is always present in an economy, so the level of involuntary unemployment is properly the unemployment rate minus the rate of frictional unemployment, which means that increases or decreases in unemployment are normally under-represented in the simple statistics.[58]
Frictional unemployment exists because both jobs and workers are heterogeneous, and a mismatch can result between the characteristics of supply and demand. Such a mismatch can be related to skills, payment, work-time, location, seasonal industries, attitude, taste, and a multitude of other factors. New entrants (such as graduating students) and re-entrants (such as former homemakers) can also suffer a spell of frictional unemployment. Workers as well as employers accept a certain level of imperfection, risk or compromise, but usually not right away; they will invest some time and effort to find a better match. This is in fact beneficial to the economy since it results in a better allocation of resources. However, if the search takes too long and mismatches are too frequent, the economy suffers, since some work will not get done. Therefore, governments will seek ways to reduce unnecessary frictional unemployment through multiple means including providing education, advice, training, and assistance such as daycare centers.

The frictions in the labour market are sometimes illustrated graphically with a Beveridge curve, a downward-sloping, convex curve that shows a correlation between the unemployment rate on one axis and the vacancy rate on the other. Changes in the supply of or demand for labour cause movements along this curve. An increase (decrease) in labour market frictions will shift the curve outwards (inwards).

[edit]Hidden unemployment
Hidden, or covered, unemployment is the unemployment of potential workers that is not reflected in official unemployment statistics, due to the way the statistics are collected. In many countries only those who have no work but are actively looking for work (and/or qualifying for social security benefits) are counted as unemployed. Those who have given up looking for work (and sometimes those who are on Government "retraining" programs) are not officially counted among the unemployed, even though they are not employed. The same applies to those who have taken early retirement to avoid being laid off, but would prefer to be working. The statistic also does not count the "underemployed" — those with part time or seasonal jobs who would rather have full time jobs. In addition, those who are of working age but are currently in full-time education are usually not considered unemployed in government statistics. Because of hidden unemployment, official statistics often underestimate unemployment rates.





United States mean duration of unemployment (1950-2010)

[edit]Long-term unemployment
This is normally defined, for instance in European Union statistics, as unemployment lasting for longer than one year. It is an important indicator ofsocial exclusion. The United States Bureau of Labor Statistics (BLS) reports this as 27 weeks or longer.

[edit]Measurement
There are also different ways national statistical agencies measure unemployment. These differences may limit the validity of international comparisons of unemployment data.[59] To some degree these differences remain despite national statistical agencies increasingly adopting the definition of unemployment by the International Labour Organization.[60] To facilitate international comparisons, some organizations, such as the OECD, Eurostat, and International Labor Comparisons Program, adjust data on unemployment for comparability across countries.

Though many people care about the number of unemployed individuals, economists typically focus on the unemployment rate. This corrects for the normal increase in the number of people employed due to increases in population and increases in the labour force relative to the population. The unemployment rate is expressed as a percentage, and is calculated as follows:
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As defined by the International Labour Organization, "unemployed workers" are those who are currently not working but are willing and able to work for pay, currently available to work, and have actively searched for work.[61] Individuals who are actively seeking job placement must make the effort to: be in contact with an employer, have job interviews, contact job placement agencies, send out resumes, submit applications, respond to advertisements, or some other means of active job searching within the prior four weeks. Simply looking at advertisements and not responding will not count as actively seeking job placement. Since not all unemployment may be "open" and counted by government agencies, official statistics on unemployment may not be accurate.[62]
The ILO describes 4 different methods to calculate the unemployment rate:[63]
· Labour Force Sample Surveys are the most preferred method of unemployment rate calculation since they give the most comprehensive results and enables calculation of unemployment by different group categories such as race and gender. This method is the most internationally comparable.

· Official Estimates are determined by a combination of information from one or more of the other three methods. The use of this method has been declining in favor of Labour Surveys.

· Social Insurance Statistics such as unemployment benefits, are computed base on the number of persons insured representing the total labour force and the number of persons who are insured that are collecting benefits. This method has been heavily criticized due to the expiration of benefits before the person finds work.

· Employment Office Statistics are the least effective being that they only include a monthly tally of unemployed persons who enter employment offices. This method also includes unemployed who are not unemployed per the ILO definition.

The primary measure of unemployment, U3, allows for comparisons between countries. Unemployment differs from country to country and across different time periods. For example, during the 1990s and 2000s, the United States had lower unemployment levels than many countries in the European Union,[64] which had significant internal variation, with countries like the UK and Denmarkoutperforming Italy and France. However, large economic events such as the Great Depression can lead to similar unemployment rates across the globe.

[edit]European Union (Eurostat)




Unemployment in the regions of the European Union in 2010, according to Eurostat.





Unemployment in the European Union in 2010, according to Eurostat.





Unemployment rates from 1993-2009 for United States and European Union.

Eurostat, the statistical office of the European Union, defines unemployed as those persons age 15 to 74 who are not working, have looked for work in the last four weeks, and ready to start work within two weeks, which conform to ILO standards. Both the actual count and rate of unemployment are reported. Statistical data are available by member state, for the European Union as a whole (EU27) as well as for the euro area (EA16). Eurostat also includes a long-term unemployment rate. This is defined as part of the unemployed who have been unemployed for an excess of 1 year.[65]
The main source used is the European Union Labour Force Survey (EU-LFS). The EU-LFS collects data on all member states each quarter. For monthly calculations, national surveys or national registers from employment offices are used in conjunction with quarterly EU-LFS data. The exact calculation for individual countries, resulting in harmonized monthly data, depend on the availability of the data.[66]
[edit]United States Bureau of Labor Statistics




Unemployment rate in the U.S. by county in 2008.[67]
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The Bureau of Labor Statistics measures employment and unemployment (of those over 15 years of age) using two different labour force surveys[68]conducted by the United States Census Bureau (within the United States Department of Commerce) and/or the Bureau of Labor Statistics (within the United States Department of Labor) that gather employment statistics monthly. The Current Population Survey (CPS), or "Household Survey", conducts a survey based on a sample of 60,000 households. This Survey measures the unemployment rate based on the ILO definition.[69] The Current Employment Statistics survey (CES), or "Payroll Survey", conducts a survey based on a sample of 160,000 businesses and government agencies that represent 400,000 individual employers.[70] This survey measures only nonagricultural, nonsupervisory employment; thus, it does not calculate an unemployment rate, and it differs from the ILO unemployment rate definition. These two sources have different classification criteria, and usually produce differing results. Additional data are also available from the government, such as the unemployment insurance weekly claims report available from the Office of Workforce Security, within the U.S. Department of Labor Employment & Training Administration.[71] The Bureau of Labor Statistics provides up-to-date numbers via a PDF linked here.[72] The BLS also provides a readable concise current Employment Situation Summary, updated monthly.[73]




U1–U6 from 1950–2010, as reported by the Bureau of Labor Statistics

The Bureau of Labor Statistics also calculates six alternate measures of unemployment, U1 through U6, that measure different aspects of unemployment:[74]
· U1: Percentage of labor force unemployed 15 weeks or longer.

· U2: Percentage of labor force who lost jobs or completed temporary work.

· U3: Official unemployment rate per the ILO definition occurs when people are without jobs and they have actively looked for work within the past four weeks.[2]
· U4: U3 + "discouraged workers", or those who have stopped looking for work because current economic conditions make them believe that no work is available for them.

· U5: U4 + other "marginally attached workers", or "loosely attached workers", or those who "would like" and are able to work, but have not looked for work recently.

· U6: U5 + Part time workers who want to work full time, but cannot due to economic reasons (underemployment).

Note: "Marginally attached workers" are added to the total labour force for unemployment rate calculation for U4, U5, and U6. The BLS revised the CPS in 1994 and among the changes the measure representing the official unemployment rate was renamed U3 instead of U5.[75]
Statistics for the U.S. economy as a whole hide variations among groups. For example, in January 2008 U.S. unemployment rates were 4.4% for adult men, 4.2% for adult women, 4.4% for Caucasians, 6.3% for Hispanics or Latinos (all races), 9.2% for African Americans, 3.2% for Asian Americans, and 18.0% for teenagers.[70] Also, the U.S. unemployment rate would be at least 2% higher if prisoners and jail inmates were counted.[76]
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The unemployment rate is included in a number of major economic indexes including the United States' Conference Board's Index of Leading Indicators amacroeconomic measure of the state of the economy.

[edit]Alternatives
[edit]Limitations of the unemployment definition
The unemployment rate may be different from the impact of the economy on people. The unemployment figures indicate how many are not working for pay but seeking employment for pay. It is only indirectly connected with the number of people who are actually not working at all or working without pay. Therefore, critics believe that current methods of measuring unemployment are inaccurate in terms of the impact of unemployment on people as these methods do not take into account the 1.5% of the available working population incarcerated in U.S. prisons (who may or may not be working while incarcerated), those who have lost their jobs and have become discouraged over time from actively looking for work, those who are self-employed or wish to become self-employed, such as tradesmen or building contractors or IT consultants, those who have retired before the official retirement age but would still like to work (involuntary early retirees), those on disability pensions who, while not possessing full health, still wish to work in occupations suitable for their medical conditions, those who work for payment for as little as one hour per week but would like to work full-time.[78] These people are "involuntary part-time" workers, those who are underemployed, e.g., a computer programmer who is working in a retail store until he can find a permanent job, involuntary stay-at-home mothers who would prefer to work, and graduate and Professional school students who were unable to find worthwhile jobs after they graduated with their Bachelor's degrees.

Internationally, some nations' unemployment rates are sometimes muted or appear less severe due to the number of self-employed individuals working in agriculture.[79] Small independent farmers are often considered self-employed; so, they cannot be unemployed. The impact of this is that in non-industrialized economies, such as the United States and Europe during the early 19th century, overall unemployment was approximately 3% because so many individuals were self-employed, independent farmers; yet, unemployment outside of agriculture was as high as 80%.[80] Many economies industrialize and experience increasing numbers of non-agricultural workers. For example, the United States' non-agricultural labour force increased from 20% in 1800, to 50% in 1850, to 97% in 2000.[81] The shift away from self-employment increases the percentage of the population who are included in unemployment rates. When comparing unemployment rates between countries or time periods, it is best to consider differences in their levels of industrialization and self-employment.

Additionally, the measures of employment and unemployment may be "too high". In some countries, the availability of unemployment benefits can inflate statistics since they give an incentive to register as unemployed. People who do not really seek work may choose to declare themselves unemployed so as to get benefits; people with undeclared paid occupations may try to get unemployment benefits in addition to the money they earn from their work.[82]
However, in countries such as the United States, Canada, Mexico, Australia, Japan and the European Union, unemployment is measured using a sample survey (akin to a Gallup poll).[60] According to the BLS, a number of Eastern European nations have instituted labour force surveys as well. The sample survey has its own problems because the total number of workers in the economy is calculated based on a sample rather than a census.

It is possible to be neither employed nor unemployed by ILO definitions, i.e., to be outside of the "labour force."[62] These are people who have no job and are not looking for one. Many of these are going to school or are retired. Family responsibilities keep others out of the labour force. Still others have a physical or mental disability which prevents them from participating in labour force activities. And of course some people simply elect not to work, preferring to be dependent on others for sustenance.

Typically, employment and the labour force include only work done for monetary gain. Hence, a homemaker is neither part of the labour force nor unemployed. Nor are full-time students nor prisoners considered to be part of the labour force or unemployment.[78] The latter can be important. In 1999, economists Lawrence F. Katz and Alan B. Krueger estimated that increased incarceration lowered measured unemployment in the United States by 0.17% between 1985 and the late 1990s.[78] In particular, as of 2005, roughly 0.7% of the U.S. population is incarcerated (1.5% of the available working population). Additionally, children, the elderly, and some individuals with disabilities are typically not counted as part of the labour force in and are correspondingly not included in the unemployment statistics. However, some elderly and many disabled individuals are active in the labour market

In the early stages of an economic boom, unemployment often rises.[50] This is because people join the labour market (give up studying, start a job hunt, etc.) because of the improving job market, but until they have actually found a position they are counted as unemployed. Similarly, during a recession, the increase in the unemployment rate is moderated by people leaving the labour force or being otherwise discounted from the labour force, such as with the self-employed.

For the fourth quarter of 2004, according to OECD, (source Employment Outlook 2005 ISBN 92-64-01045-9), normalized unemployment for men aged 25 to 54 was 4.6% in the U.S. and 7.4% inFrance. At the same time and for the same population the employment rate (number of workers divided by population) was 86.3% in the U.S. and 86.7% in France. This example shows that the unemployment rate is 60% higher in France than in the U.S., yet more people in this demographic are working in France than in the U.S., which is counterintuitive if it is expected that the unemployment rate reflects the health of the labour market.[83]
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Due to these deficiencies, many labour market economists prefer to look at a range of economic statistics such as labour market participation rate, the percentage of people aged between 15 and 64 who are currently employed or searching for employment, the total number of full-time jobs in an economy, the number of people seeking work as a raw number and not a percentage, and the total number of person-hours worked in a month compared to the total number of person-hours people would like to work. In particular the NBER does not use the unemployment rate but prefer various employment rates to date recessions.[85]
[edit]Participation rate




United States Labor Force Participation Rate by gender 1948-2011. Men are represented in light blue, women in pink, and the total in black.

The labor force participation rate is the ratio between the labor force and the overall size of their cohort (national population of the same age range). In theWest during the later half of the 20th century, the labor force participation rate increased significantly, largely due to the increasing number of women entering the workplace.

In the United States, there were three significant stages of women's increased participation in the labor force. During the late 19th century through the 1920s, very few women worked. They were young single women who typically withdrew from labor force at marriage unless family needed two incomes. These women worked primarily in the textile manufacturing industry or as domestic workers. This profession empowered women and allowed them to earn a living wage. At times, they were a financial help to their families. Between 1930 and 1950, women labor force participation has increased primarily due to the increased demand for office workers, women participation in the high school movement, and due to electrification which reduced the time spent on household chores. In the 1950s to the 1970s, most women were secondary earners working mainly as secretaries, teachers, nurses, and librarians (pink-collar jobs). Claudia Goldin and others, specifically point that by the mid-1970s there was a period of revolution of women in the labor force brought on by a source of different factors. Women more accurately planned for their future in the work force, investing in more applicable majors in college that prepared them to enter and compete in the labor market. In the United States, the labor force participation rate rose from approximately 59% in 1948 to 66% in 2005,[86] with participation among women rising from 32% to 59%[87] and participation among men declining from 87% to 73%.[88]
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A common theory in modern economics claims that the rise of women participating in the U.S. labor force in the late 1960s was due to the introduction of a new contraceptive technology, birth control pills, and the adjustment of age of majority laws. The use of birth control gave women the flexibility of opting to invest and advance their career while maintaining a relationship. By having control over the timing of their fertility, they were not running a risk of thwarting their career choices. However, only 40% of the population actually used the birth control pill. This implies that other factors may have contributed to women choosing to invest in advancing their careers. One factor may be that more and more men delayed the age of marriage, allowing women to marry later in life without worrying about the quality of older men. Other factors include the changing nature of work, with machines replacing physical labor, eliminating many traditional male occupations, and the rise of the service sector, where many jobs are gender neutral.

Another factor that may have contributed to the trend was the The Equal Pay Act of 1963, which aimed at abolishing wage disparity based on sex. Such legislation diminished sexual discrimination and encouraged more women to enter the labor market by receiving fair remuneration to help raising families and children.

The labor force participation rate can decrease when the rate of growth of the population outweighs that of the employed and unemployed together. The labor force participation rate is a key component in long-term economic growth, almost as important as productivity.

Pop = total population

LF = labor force = U + E

LFpop = labor force population (generally defined as all men and women aged 15-64)

p = participation rate = LF / LFpop

E = number employed

e = rate of employment = E / LF

U = number of unemployed

u = rate of unemployment = U / LF


The labor force participation rate explains how an increase in the unemployment rate can occur simultaneously with an increase in employment. If a large amount of new workers enter the labor force but only a small fraction become employed, then the increase in the number of unemployed workers can outpace the growth in employment.[90]
[edit]Effects
[edit]Costs
[edit]Individual




Migrant Mother,Dorothea Lange, 1936

Unemployed individuals are unable to earn money to meet financial obligations. Failure to pay mortgage payments or to pay rent may lead to homelessness throughforeclosure or eviction.[91] Across the United States the growing ranks of people made homeless in the foreclosure crisis are generating tent cities.[92] Unemployment increases susceptibility to malnutrition, illness, mental stress, and loss of self-esteem, leading to depression. According to a study published in Social Indicator Research, even those who tend to be optimistic find it difficult to look on the bright side of things when unemployed. Using interviews and data from German participants aged 16 to 94 – including individuals coping with the stresses of real life and not just a volunteering student population – the researchers determined that even optimists struggled with being unemployed.[93]


Unemployed men outside a soup kitchen in Chicago, 1931

Dr. M. Brenner conducted a study in 1979 on the "Influence of the Social Environment on Psychology." Brenner found that for every 10% increase in the number of unemployed there is an increase of 1.2% in total mortality, a 1.7% increase in cardiovascular disease, 1.3% more cirrhosis cases, 1.7% more suicides, 4.0% more arrests, and 0.8% more assaults reported to the police.[94] A more recent study by Christopher Ruhm[95] on the effect of recessions on health found that several measures of health actually improve during recessions. As for the impact of an economic downturn on crime, during the Great Depression the crime rate did not decrease. Because unemployment insurance in the U.S. typically does not replace 50% of the income one received on the job (and one cannot receive it forever), the unemployed often end up tapping welfare programs such as Food Stamps or accumulating debt.

Not everyone suffers equally from unemployment. In a prospective study of 9570 individuals over four years, highly conscientiousness people suffered more than twice as much if they became unemployed.[96] The authors suggested this may be due to conscientious people making different attributions about why they became unemployed, or through experiencing stronger reactions following failure.

Some hold that many of the low-income jobs are not really a better option than unemployment with a welfare state (with its unemployment insurance benefits). But since it is difficult or impossible to get unemployment insurance benefits without having worked in the past, these jobs and unemployment are more complementary than they are substitutes. (These jobs are often held short-term, either by students or by those trying to gain experience; turnover in most low-paying jobs is high.)

Another cost for the unemployed is that the combination of unemployment, lack of financial resources, and social responsibilities may push unemployed workers to take jobs that do not fit their skills or allow them to use their talents. Unemployment can cause underemployment, and fear of job loss can spur psychological anxiety.

[edit]Social
An economy with high unemployment is not using all of the resources, specifically labour, available to it. Since it is operating below its production possibility frontier, it could have higher output if all the workforce were usefully employed. However, there is a trade-off between economic efficiency and unemployment: if the frictionally unemployed accepted the first job they were offered, they would be likely to be operating at below their skill level, reducing the economy's efficiency.[97]




Demonstration against unemployment in Kerala, India
During a long period of unemployment, workers can lose their skills, causing a loss of human capital. Being unemployed can also reduce the life expectancy of workers by about 7 years.[98]
High unemployment can encourage xenophobia and protectionism as workers fear that foreigners are stealing their jobs.[99] Efforts to preserve existing jobs of domestic and native workers include legal barriers against "outsiders" who want jobs, obstacles to immigration, and/or tariffs and similar trade barriers against foreign competitors.

High unemployment can also cause social problems such as crime; if people don't have as much disposable income as before, then it is very likely that crime levels within the economy will increase.





Unemployment rate in Germanyin 2003 by states.

[edit]Socio-political
High levels of unemployment can be causes of civil unrest, in some cases leading to revolution, and particularly totalitarianism. The fall of the Weimar Republic in 1933 and Adolf Hitler's rise to power, which culminated in World War II and the deaths of tens of millions and the destruction of much of the physical capital of Europe, is attributed to the poor economic conditions in Germany at the time, notably a high unemployment rate[100] of above 20%; see Great Depression in Central Europe for details.

Note that the hyperinflation in the Weimar Republic is not directly blamed for the Nazi rise – the Inflation in the Weimar Republic occurred primarily in the period 1921–23, which was contemporary with Hitler's Beer Hall Putsch of 1923, and is blamed for damaging the credibility of democratic institutions, but the Nazi party only assumed government in 1933, 10 years after the hyperinflation but in the midst of high unemployment.

Rising unemployment has traditionally been regarded by the public and media in any country as a key guarantor of electoral defeat for any government which oversees it. This was very much the consensus in the United Kingdom until 1983, when Margaret Thatcher's Conservative government won a landslide in the general electiondespite overseeing a rise in unemployment from 1,500,000 to 3,200,000 since its election four years earlier.[101]
[edit]Benefits
Main article: Full employment
The primary benefit of unemployment is that people are available for hire, without being headhunted away from their existing employers. This permits new and old businesses to take on staff.

Unemployment is argued[citation needed] to be "beneficial" to the people who are not unemployed in the sense that it averts inflation, which itself has damaging effects, by providing (in Marxian terms) a reserve army of labour, that keeps wages in check. However the direct connection between full local employment and local inflation has been disputed by some due to the recent increase in international trade that supplies low-priced goods even while local employment rates rise to full employment.[102]




In the Shapiro-Stiglitz model of efficiency wages, workers are paid at a level that dissuades shirking. This prevents wages from dropping to market clearing levels. Full employment cannot be achieved because workers would shirk if they were not threatened with the possibility of unemployment. Because of this, the curve for the no-shirking condition (labeled NSC) goes to infinity at full employment.

The inflation-fighting benefits to the entire economy arising from a presumed optimum level of unemployment has been studied extensively.[103] The Shapiro-Stiglitz model suggests that wages are not bid down sufficiently to ever reach 0% unemployment.[104] This occurs because employers know that when wages decrease, workers will shirk and expend less effort. Employers avoid shirking by preventing wages from decreasing so low that workers give up and become unproductive. These higher wages perpetuate unemployment while the threat of unemployment reduces shirking.

Before current levels of world trade were developed, unemployment was demonstrated to reduce inflation, following the Phillips curve, or to decelerate inflation, following the NAIRU/natural rate of unemployment theory, since it is relatively easy to seek a new job without losing one's current one. And when more jobs are available for fewer workers (lower unemployment), it may allow workers to find the jobs that better fit their tastes, talents, and needs.

As in the Marxist theory of unemployment, special interests may also benefit: some employers may expect that employees with no fear of losing their jobs will not work as hard, or will demand increased wages and benefit. According to this theory, unemployment may promote general labour productivity andprofitability by increasing employers' rationale for their monopsony-like power (and profits).[53]
Optimal unemployment has also been defended as an environmental tool to brake the constantly accelerated growth of the GDP to maintain levels sustainable in the context of resource constraints and environmental impacts.[105] However the tool of denying jobs to willing workers seems a blunt instrument for conserving resources and the environment — it reduces the consumption of the unemployed across the board, and only in the short term. Full employment of the unemployed workforce, all focused toward the goal of developing more environmentally efficient methods for production and consumption might provide a more significant and lasting cumulative environmental benefit and reduced resource consumption.[106] If so the future economy and workforce would benefit from the resultant structural increases in the sustainable level of GDP growth.

Some critics of the "culture of work" such as anarchist Bob Black see employment as overemphasized culturally in modern countries. Such critics often propose quitting jobs when possible, working less, reassessing the cost of living to this end, creation of jobs which are "fun" as opposed to "work," and creating cultural norms where work is seen as unhealthy. These people advocate an "anti-work" ethic for life.[107]
[edit]Decline in work hours
As a result of productivity the work week declined considerably over the 19th century.[108]

 HYPERLINK "http://en.wikipedia.org/wiki/Unemployment" \l "cite_note-108" [109] By the 1920s in the U.S. the average work week was 49 hours, but the work week was reduced to 40 hours (after which overtime premium was applied) as part of the National Industrial Recovery Act of 1933. At the time of the Great Depression of the 1930s it was understood that with the enormous productivity gains due to electrification, mass production and agricultural mechanization, there was no need for a large number of previously employed workers.[110]
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[edit]Controlling or reducing unemployment
Societies try a number of different measures to get as many people as possible into work, and various societies have experienced close to full employment for extended periods, particularly during thePost-World War II economic expansion. The United Kingdom in the 1950s and 60s averaged 1.6% unemployment,[112] while in Australia the 1945 White Paper on Full Employment in Australiaestablished a government policy of full employment, which policy lasted until the 1970s when the government ran out of money.

However, mainstream economic discussions of full employment since the 1970s suggest that attempts to reduce the level of unemployment below the natural rate of unemployment will fail, resulting only in less output and more inflation.

[edit]Demand side solutions
	United States Families on Relief (in 1,000's)[113]

	
	1936
	1937
	1938
	1939
	1940
	1941

	Workers employed

	WPA
	1,995
	2,227
	1,932
	2,911
	1,971
	1,638

	CCC and NYA
	712
	801
	643
	793
	877
	919

	Other federal work projects
	554
	663
	452
	488
	468
	681

	Cases on public assistance

	Social security programs
	602
	1,306
	1,852
	2,132
	2,308
	2,517

	General relief
	2,946
	1,484
	1,611
	1,647
	1,570
	1,206

	Totals

	Total families helped
	5,886
	5,660
	5,474
	6,751
	5,860
	5,167

	Unemployed workers (BLS)
	9,030
	7,700
	10,390
	9,480
	8,120
	5,560

	Coverage (cases/unemployed)
	65%
	74%
	53%
	71%
	72%
	93%


Many countries aid the unemployed through social welfare programs. These unemployment benefits include unemployment insurance,unemployment compensation, welfare and subsidies to aid in retraining. The main goal of these programs is to alleviate short-term hardships and, more importantly, to allow workers more time to search for a job.





Government unemployment office with job listings, Berlin, Germany.

A direct demand-side solution to unemployment is government-funded employment of the able-bodied poor. This was notably implemented in Britain from the 17th century until 1948 in the institution of theworkhouse, which provided jobs for the unemployed with harsh conditions and poor wages to dissuade their use. A modern alternative is a job guarantee, where the government guarantees work at a living wage. Temporary measures can include public works programs such as the Works Progress Administration. Government-funded employment is not widely advocated as a solution to unemployment, except in times of crisis; this is attributed to the public sector jobs' existence depending directly on the tax receipts from private sector employment.

In the U.S. the unemployment insurance allowance one receives is based solely on previous income (not time worked, family size, etc.) and usually compensates for one-third of one's previous income. To qualify, one must reside in their respective state for at least a year and, of course, work. The system was established by the Social Security Act of 1935. Although 90% of citizens are covered by unemployment insurance, less than 40% apply for and receive benefits.[114] However, the number applying for and receiving benefits increases during recessions. In cases of highly seasonal industries the system provides income to workers during the off seasons, thus encouraging them to stay attached to the industry.

According to classical economic theory, markets reach equilibrium where supply equals demand; everyone who wants to sell at the market price can. Those who do not want to sell at this price do not; in the labour market this is classical unemployment. Increases in the demand for labour will move the economy along the demand curve, increasing wages and employment. The demand for labour in an economy is derived from the demand for goods and services. As such, if the demand for goods and services in the economy increases, the demand for labour will increase, increasing employment and wages.

Monetary policy and fiscal policy can both be used to increase short-term growth in the economy, increasing the demand for labour and decreasing unemployment.

[edit]Supply-side solutions
However, the labour market is not 100% efficient: It does not clear, though it may be more efficient than bureaucracy. Some argue that minimum wages and union activity keep wages from falling, which means too many people want to sell their labour at the going price but cannot. This assumes perfect competition exists in the labour market, specifically that no single entity is large enough to affect wage levels. Advocates of supply-side policies believe those policies can solve this by making the labour market more flexible. These include removing the minimum wage and reducing the power of unions. Supply-siders argue the reforms increase long-term growth. This increased supply of goods and services requires more workers, increasing employment. It is argued that supply-side policies, which include cutting taxes on businesses and reducing regulation, create jobs and reduce unemployment. Other supply-side policies include education to make workers more attractive to employers.

However, recent meta-analyses involving many studies refute that there is any statistically significant, negative impact of minimum wages on unemployment.[115] Further, a number of scholars argue that the predicted negative impact is based on incoherent or simplistic logic that ignores mitigating environmental factors, such as non-minimum wage labour markets including farm, service and self employed workers.[44]
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 HYPERLINK "http://en.wikipedia.org/wiki/Unemployment" \l "cite_note-Graham_White_2001-47" [48] They argue that the benefits of minimum wage laws outweigh the supposed but unproven costs.

[edit]
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Unemployment in India

Unemployment
India as a nation is faced with massive problem of unemployment. Unemployment can be defined as a state of worklessness for a man fit and willing to work. It is a condition of involuntary and not voluntary idleness. Some features of unemployment have been identified as follows:

	


1. The incidence of unemployment is much higher in urban areas than in rural areas.

2. Unemployment rates for women are higher than those for men.

3. The incidence of unemployment among the educated is much higher than the overall unemployment.

4. There is greater unemployment in agricultural sector than in industrial and other major sectors.

Economists and social thinkers have classified unemployment into various types. Generally unemployment can be classified in two types:

(1) Voluntary unemployment
In this type of unemployment a person is out of job of his own desire doesn't work on the prevalent or prescribed wages. Either he wants higher wages or doesn't want to work at all. It is in fact social problem leading to social disorganization. Social problems and forces such as a revolution, a social upheaval, a class struggle, a financial or economic crisis a war between nations, mental illness, political corruption mounting unemployment and crime etc. threaten the smooth working of society. Social values are often regarded as the sustaining forces of society. They contribute to the strength and stability of social order. But due to rapid social change new values come up and some of the old values decline. At the same time, people are not is a position to reject the old completely and accept the new altogether. Here, conflict between the old and the new is the inevitable result which leads to the social disorganization in imposed situation. In economic terminology this situation is voluntary unemployment.

(2) In voluntary unemployment
In this type of situation the person who is unemployed has no say in the matter. It means that a person is separated from remunerative work and devoid of wages although he is capable of earning his wages and is also anxious to earn them. Forms and types of unemployment according to Hock are.

a. Cyclical unemployment - This is the result of the trade cycle which is a part of the capitalist system. In such a system, there is greater unemployment and when there is depression a large number of people are rendered unemployed. Since such an economic crisis is the result of trade cycle, the unemployment is a part of it.

b. Sudden unemployment - When at the place where workers have been employed there is some change, a large number of persons are unemployed. It all happens in the industries, trades and business where people are employed for a job and suddenly when the job has ended they are asked to go.

c. Unemployment caused by failure of Industries - In many cases, a business a factory or an industry has to close down. There may be various factors responsible for it there may be dispute amongst the partners, the business may give huge loss or the business may not turn out to be useful and so on.

d. Unemployment caused by deterioration in Industry and business - In various industries, trades or business, sometimes, there is deterioration. This deterioration may be due to various factors. In efficiency of the employers, keen competitions less profit etc. are some of the factors responsible for deterioration in the industry and the business.

e. Seasonal unemployment - Certain industries and traders engage workers for a particular season. When the season has ended the workers are rendered unemployed. Sugar industry is an example of this type of seasonal unemployment.

	


The problem of unemployment has becoming a colossal. Various problems have caused this problem. There are individual factors like age, vocational unfitness and physical disabilities which restrict the people. External factors include technological and economic factors. There is enormous increase in the population. Every year India adds to her population afresh. More than this every year about 5 million people become eligible for securing jobs. Business field is subject to ups and downs of trade cycle and globalization. Economic depression or sick industries are often close down compelling their employees to become unemployed. Technological advancement contributes to economic development .But unplanned and uncontrolled growth of technology is causing havoc on job opportunities. The computerization and automation has led to technological unemployment. Strikes and lockouts have become inseparable aspect of the industrial world today. Due to these industries often face economic loses and production comes down. Since workers do not get any salary or wages during the strike period they suffer from economic hardships. They become permanently or temporarily unemployed. Today young people are not ready to take jobs which are considered to be socially degrading or lowly. Our educational system has its own irreparable defects and its contribution to the unemployment is an open truth.Our education does not prepare the minds of young generation to become self-employed on the contrary it makes them dependent on government vacancies which are hard to come. Our State right from the beginning of Five year plans has introduced several employment generating schemes and programmes over the years but in the absence of proper implementation and monitoring have failed to achieve the required targets. Recently UPA Government has come up with Rural Employment Guarantee program which aims to provide minimum days of employment to people living in the villages. This is a laudable programme if implemented sincerely because it will provide employment to people during natural calamities like drought, floods etc. The remedial measures for reducing unemployment may lay greater emphasis on creation of opportunities for self -employment, augmentation of productivity and income levels of the working poor, shift in emphasis from creation of relief type of employment to the building up of durable productive assets in the rural areas and instead of attempting to revert somewhat to protectionist policies the pace of privatization may be accelerated.
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Different types of unemployment found in rural India

SWASTIK 

DIFFERENCE
Unemployment is another major problem of Rural India. Since India is basically a country of villages, therefore unemployment is a serious evil of Rural Society. Because 80 percent India's total population live in villages and unemployment problem in India is basically rural by nature. Unemployment is a state of worklessness for a man who is fit for work.

When a person is failed to get any job and unable to found the means of livelihood, we call him an unemployed person. Thus, unemployment means lack of absence of employment. In other word unemployment is largely concerned with those persons who constitute the labor force of the country, who are able bodied and willing to work, but they are gainfully employed. Unemployment, therefore, is the lack of earning or idleness on the part of a person who is able to work.

Definition of Unemployment:
Different persons have been defined unemployment in different ways. The important definitions of unemployment are as follows:

According to Gillin and Gillin “unemployment is a condition in which a person able and willing to work normally, dependent upon his earning to provide the necessities of life for himself and family in unable to obtain gainful employment:

Karl Pibrain defines “unemployment is a condition of the labour market in which the supply of labour power is greater than the number of available openings.”

In the words of Fairchild “unemployment is forced and involuntary separation from remunerative work on the part of the normal wages and normal conditions.”

Sergeant Florence says “unemployment has been defined as the idleness of persons able to work.”

Types of Unemployment:
As unemployment is a universal problem and is found in every country more or less, therefore, it is categorised into a number of types. The chief among them are stated below:

1) Structural unemployment:
Basically India's unemployment is structural in nature. It is associated with the inadequacy of productive capacity to create enough jobs for all those able and willing to work. In India not only the productive capacity much below the needed quantity, it is also found increasing at a slow rate. As against this, addition to labour force is being made at a first rate on account of the rapidly growing population. Thus, while new productive jobs are on the increase, the rate of increasing being low the absolute number of unemployed persons is rising from year to year.

2) Disguised unemployment:
Disguised unemployment implies that many workers are engaged in productive work. For example, in Indian villages, where most of unemployment exists in this form, people are found to be apparently engaged in agricultural works. But such employment is mostly a work sharing device i.e., the existing work is shared by the large number of workers. In such a situation, even if many workers are withdrawn, the same work will continue to be done by fewer people.

It follows that all the workers arte not needed to maintain the existing level of production. The contribution of such workers to production is nothing. It is found that the very large numbers of workers on Indian farms actually hinder agricultural works and thereby reduce production.

3) Cyclical unemployment:
Cyclical unemployment in caused by the trade or business cycles. It results from the profits and loss and fluctuations in the deficiency of effective demand production is slowed down and there is a general state of depression which causes unemployment periods of cyclical unemployment is longer and it generally affects all industries to a greater or smaller extent.

4) Seasonal unemployment:
Seasonal unemployment occurs at certain seasons of the year. It is a widespread phenomenon of Indian villages basically associated with agriculture. Since agricultural work depends upon Nature, therefore, in a certain period of the year there is heavy work, while in the rest, the work is lean. For example, in the sowing and harvesting period, the agriculturists may to engage themselves day and night.

But the period between the post harvest and pre sowing is almost workless, rendering many without work. Thus, seasonal unemployment is largely visible after the end of agricultural works.

5) Underemployment:
Underemployment usually refers to that state in which the self employed working people are not working according to their capacity. For example, a diploma holder in engineering, if for wants of an appropriate job, start any business may be said to be underemployed. Apparently, he may be deemed as working and earning in a productive activity and in this sense contributing something to production.

But in reality he is not working to his capability, or to his full capacity. He is, therefore, not full employed. This type of unemployment is mostly visible in urban areas.

6) Open Unemployment:
Open unemployment is a condition in which people have no work to do. They are able to work and are also willing to work but there is no work for them. They are found partly in villages, but very largely in cities. Most of them come form villages in search of jobs, many originate in cities themselves. Such employment can be seen and counted in terms of the number of such persons.

Hence it is called upon unemployment. Open unemployment is to be distinguished from disguised unemployment and underemployment in that while in the case of former unemployment workers are totally idle, but in the latter two types of unemployment they appear to be working and do not seem to be away their time.

7) Voluntary Unemployment:
Voluntary unemployment occurs when a working persons willingly withdraws himself from work. This type of unemployment may be caused due to a number of reasons. For example, one may quarrel with the employer and resign or one may have permanent source of unearned income, absentee workers, and strikers and so on. In voluntary unemployment, a person is out of job of his own desire. She does not work on the prevalent or prescribed wages. Either he wants higher wages or does not want to work at all.

8) Involuntary unemployment:
Involuntary unemployment occurs when at a particular time the number of worker is more than the number of jobs. Obviously this state of affairs arises because of the insufficiency or non availability of work. It is customary to characterise involuntary unemployment, not voluntary as unemployment proper.
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Unemployment
Unemployment occurs when a human being is accessible to work and looking for work but at present without work. The occurrence of unemployment is frequently calculated using the unemployment rate which is distinct as the percentage of those in the labor force who are unemployed. The unemployment rate is also used in economic studies and financial indexes.
 
There are a selection of different causes of unemployment and difference on which causes are most important. Different schools of economic consideration propose different policies to address unemployment. Monetarists for example believe that controlling inflation to ease growth and investment is more important and will guide to augmented employment in the long run. Cyclical or Keynesians on the other hand highlight the smoothing out of business cycles by manipulating collective demand. There is also difference on how exactly to calculate unemployment. Different countries experience different levels of unemployment.
 
Types of Unemployment
The major types of employment are follows;
 
·         Structural Unemployment
·         Frictional Unemployment
·         Seasonal Unemployment
·         Cyclical Unemployment
·         Classical Unemployment
·         Disguised Unemployment
·         Residual Unemployment
·         Technological Unemployment
 
Structural Unemployment
Structural unemployment is long-term and chronic unemployment arises from imbalance between the skills and other uniqueness of workers in the market and the needs of employers. It involves a difference between personnellooking for jobs and the vacancies obtainable often in spite of the number of vacancies creature similar to thenumber of unemployed people. In this case the unemployed workers not have the specific skills mandatory for the jobs or are located in a different geographical area to the vacant jobs. Structural unemployment is regularly a result of structural change. The government can mitigate the trouble by as long as an infrastructure that offers preparation in these areas so that the command for these jobs can be met
 
The main causes are as follows:
·         Changes in demand
 If there were to be a reduce in the demand for a create due to changes in people’s flavor or cheaper imports accessible and if this change were more everlasting, the supply of such a product must be reduced. Fewer workers would then be required. Retrenched may not be willingly absorbed into other industries and thus turn into unemployed.
 
·         Changes in supply
 The earlier the changes captivating place in people's tastes and demand and supply the more structural unemployment there may be and an industry has to adapt more rapidly to change due to reduction of raw materials necessary.
 
·         The regional structure of industry
If industries that are disappearing are heavily concerted in one area then this may make it much trickier for people to find new jobs.
 
Mutually the shipbuilding and mining industries were greatly concerted and some areas have taken many years to get used to and reduce the level of structural unemployment.
This kind of unemployment is also recognized as the chronic unemployment or the Marxian or long-term unemployment. It is frequently to be found in the underdeveloped countries of Asia and Africa. This type of unemployment is outstanding to the shortage of capital resources in relation to their demand. The problem in the underdeveloped countries is to obtain free of this age-old constant unemployment by accelerating the process of economic growth.
 
Frictional Unemployment
This unemployment involves people in the middle of transiting between jobs, searching for new one; it is well-matched with full employment. It is sometimes called search unemployment and can be charitable. New entrants such as graduating students and re-entrants such as former homemakers can also experience a spell of frictional unemployment.
 
Frictional unemployment exists since both jobs and workers are heterogeneous and a difference can result between the uniqueness of supply and demand. Such a mismatch can be connected to skills, payment, work time, location, attitude, taste, and a huge number of other factors. Workers as well as employers accept a certain level of defect, risk or compromise but regularly not right away, they will spend some time and attempt to find a better match. This is in fact helpful to the economy since it results in an enhanced allocation of resources. However if the search takes too long and mismatches are too common the economy suffers since some work will not get done. Therefore government will look for ways to decrease unnecessary frictional unemployment.
 
Seasonal Unemployment
Seasonal unemployment outcome from the fluctuations in demands for labour in convinced industries because of the seasonal nature of production. In such industries there is a recurring model in the demand for labour. During the period when the business is at its peak there is a high quantity of seasonal employment but during the off-peak period there is a high recurring unemployment. This is due to seasonal variation in the activities of particular industries cause by climatic changes in fashions or by the inbuilt nature of such industries. The ice factories are blocked in winter throwing the workers out of their jobs because there is no demand for ice during winter season. Likewise the sugar industry is recurring in the sense that the crushing of sugar-cane is done only in an exacting season. Such seasonal industries are bound to give rise to seasonal unemployment.
 
Cyclical Unemployment
Cyclical or Keynesian unemployment is known as demand deficient unemployment, occurs when there is not enough combined demand in the economy. This is caused by a business cycle recession and salary not falling to meet the equilibrium rate. In other words when the total demand falls below the full employment level it is not adequate to buy the full service level of output. Less production wants to be approved out which ultimately lead to retrenchment of workers. Cyclical or Keynesian unemployment is characterized by an economy wide scarcity of jobs and last as long as the cyclical depression lasts.
 
Classical Unemployment
Classical or real-wage unemployment occurs when real wages for a occupation are put above the market-clearing level. This is frequently credited to government intervention as with the minimum wage or labour unions.
 
Disguised Unemployment
This sort of unemployment is to be establishing in the backward and the underdeveloped countries of Asia and Africa. The term disguised unemployment refers to the mass unemployment and underemployment which overcome in the agricultural sector of an underdeveloped and overpopulated country. For example if there are 5 persons trying to cultivate an area of land that could be cultivated as well by three persons then only three of these persons are really fully employed and the outstanding 2 persons represents disguised unemployment. The people in underdeveloped countries are externally employed but really they are unemployed the reason being that agricultural production would experience no reduction if a convinced number of them are actually withdrawn from agriculture.
 
This is also seen when the increases of the labour force exceed the amount of investment made. The lack of investment is outstanding to shortages in real factors such as shortage of accomplished labour, managers, right type of entrepreneurs, etc. As a result, there is over supply of labour available and these excess labours are employed (to be exact, underemployed) in jobs when there are already enough workers. Therefore the marginal efficiency of such labour is low. This type of disguised unemployment is caused by the chronic shortage of capital resources in relation to the rapidly growing population.
 
Residual Unemployment
This kind of unemployment is cause by personal factors such as old age, physical or mental disability, poor work attitudes and inadequate training.
 
Technological Unemployment
This type of unemployment is caused by changes in the techniques of production. Technical changes are taking place continually leading to the finding of new production methods involving a good deal of mechanization. This logically results in the displacement of labour and finally unemployment.
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Frictional Unemployment

Frictional unemployment occurs when a person is out of one job is searching for another. It generally requires some time before a person can get the next job. During this time he is frictionally unemployed. The problem of frictional unemployment is minimized with the development of efficient labor markets. The time period of shifting from one job to another is almost nil. However, imperfect information may aggravate the problem of frictional unemployment. The more developed an economy is, higher is the probability of getting a job faster and lower is the probability of frictional unemployment.

Structural Unemployment

Structural unemployment arises when the qualification of a person is not sufficient to meet his job responsibilities. Stated alternatively, structural unemployment arises when the marginal revenue product of a person falls short of the minimum wage that can be paid for the concerned job. The minimum wage is set by law or by negotiations in the union. Structural unemployment can also accompany a situation of zero minimum wages. The extent to which structural unemployment takes place depends on a number of parameters. Higher the mobility of labor across different jobs, lower will be the structural unemployment. Along with the mobility of labor, structural unemployment also depends on the growth rate of an economy as well as the structure of an industry.

Real Wage or Classical Unemployment

This type of unemployment problem arises when the wages rise above the equilibrium full employment level. In such a situation the wages are not flexible downwards which will imply that unemployment would persist for long. Such wages may be set by manipulations in the trade union.

Cyclical Unemployment

Cyclical or demand deficient unemployment occurs when the economy is in need of low workforce. According to the Keynesian economists this type of unemployment occurs due to economic disequilibrium. This form of unemployment is most commonly known as cyclical unemployment since unemployment moves with the trade cycle. The demand for labor increases with the economy in the boom phase. Again, when the economy passes though recession, demand for labor contracts and the surplus is released as the unemployed labor force.

Seasonal Unemployment

There are certain kinds of unemployment that tend to concentrate in a particular time of the year and are known as seasonal unemployment. Seasonal unemployment is most common in industries like tourism, hotel, catering and fruit picking.

Hence from the above types of unemployment we may conclude that as long as demand supply gap persists in the labor market, unemployment will exist. The pace of economic growth is also a factor contributing to the different types of unemployment.

 

 

· Frictional Unemployment
 

· Cyclical Unemployment
 

· Structural Unemployment
 

· Natural Rate of Unemployment
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·            
In this paper we have discussed what is meant by frictional unemployment and the factors that lead to it.

Unemployment that arises out of the transition of an individual from one job to another is known as frictional unemployment. Frictional unemployment is a result of imperfect information in the labor market. 

For instance, a person who is looking for a job first time may not be equipped with resources for finding a job and hence remains unemployed. Frictional unemployment also takes place for an organization, which stops hiring on the belief that they are unable to find employees who may qualify for the post although in reality such employees do exist.

Causes of frictional unemployment

Frictional unemployment may be a result of the following reasons:

Mobility of labor

People generally seek another jobeither because they are fired from the existing job or because they are they want to get a better job. In the transition period they are unemployed.

Expansion of the Labor force

Every year more and more individuals join the labor force. During the phase of their job search they are unemployed.

Many economists have termed frictional unemployment a sign of economic well being. Frictional unemployment can exist only in a fast growing economy where the labor force is expanding, mobile, flexible and adaptable. 
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Cyclical Unemployment
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·            
In this article we have discussed the basic concepts of cyclical unemployment and its linkage with the business cycle. We have analyzed the cyclical unemployment that was witnessed in US. Next we have seen the steps that are taken by the government to counter the problem of cyclical unemployment.

Cyclical unemployment goes hand in hand with the business cycle or the ace of the economy. In the peak stage of the business cycle i.e. a very high GDP is matched with low unemployment rate. Again when the economy is passing through a recession the unemployment rate is very high. Hence cyclical unemployment may be alternatively defined as the negative correlation that exists with Gross Domestic Product.

When the economy is in a recession, the aggregate demand for goods and services is low. Consumer expenditure is also less. Production is lowered to match with the low aggregate demand. Lowering production entails downsizing the work force.

Cyclical Unemployment And The Business Cycle

As mentioned earlier the cyclical unemployment is linked with the business cycle. The business cycle, basically measures the change of the Gross Domestic Product with time. The business cycle is composed of four period of time, but the length of time cannot be predetermined. The business cycle begins with the economic slowdown and soon it is pushed into a trough where the economy hits is lowest point. Here the unemployment rate is the maximum. In the expansionary phase of the business cycle, a number of factors work in unison to boost the economy. The economy is on its path of recovery. Production is taking place at full swing and more workers are unemployed to meet the high production needs and hence unemployment is the minimum at this point.

Most commonly, a business cycle lasts for a very short time period, but there may be long-term factors that may trigger the economy into a depression, which is the magnified form of a recession. In this case the economy may be caught up in ling term unemployment.

Cyclical Unemployment In US

Cyclical unemployment can be witnessed during the Great Depression in US. The data collected from the National Bureau of Economic Research show that unemployment rose to 25% from zero in 1933. The unemployment rate shot again to 20% in 1938.

A different pattern of unemployment is observed in the 1990s from the data collected from the Economic Report of the President. During this period the unemployment rate ranges from 3% to 10%. It is observed that unemployment is high in times of the recession in 1948,1958,1961,1969,1979,1981 and 1990.

Government Policies To Counter Cyclical Unemployment

Necessary actions are taken by the government to uplift the economy from depression. Lowering interest rate and taxes increases consumer expenditure. Employment creation programs are also taken up. Financial assistance is provided to the unemployed in the form of unemployment benefits. The statistics that are published on unemployment Insurance, on a regular basis, show that claims sustain for a longer time frame in times of recession. For this reason the government has resorted to the extended benefit program at the time of recession.

The jobs created by the government during the Great Depression in US did improve the unemployment problem prevailing in US then.
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·            
Structural unemployment takes place in response to a structural change in an industry. An industry can shift from a labor-intensive technology to a capital intensive one. 

This may release the surplus labor and generate structural unemployment. Structural unemployment may also be due to a change in the tastes and preferences of the consumers. Certain goods or services may not be in demand due to technological advancements that might have taken place. Structural unemployment is most commonly seen in the shipbuilding and mining industry of UK.

The extent to which structural unemployment takes place is influenced by a lot of factors some of which are explained below:

Speed of change in the Economy

If the change in the tastes and preferences of individuals take place fast, the industries have to change faster to match up to the demand. This will further lead to an increase in the structural unemployment of the economy.

Labor mobility

In the presence of perfect information and mobility of labor, people out of job can easily find in an industry, which is in need of labor. This way, structural unemployment may be reduced.

Structure of the regional economy

If certain industries are closing down then it may so happen that industries may get concentrated in a certain part of the nation. This may make employment difficult and increase the resulting structural unemployment.

High Gross Domestic Product, it is seen, is not indicative of a low structural unemployment.
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·            
In this paper we will deal with the basic concepts of the natural rate of unemployment. Then we will discuss about the natural rate of unemployment in the United States of America.

Natural Rate of Unemployment: Concepts

Milton Friedman and Edmund Phelps developed the concept of natural rate of unemployment in the 1960s. It is basically the lowest unemployment rate that is consistent with the long run aggregate production. According to the Keynesian view, lower rate of unemployment was consistent with a high rate of inflation. But such an increase in the employment rate will be short lived. Unemployment will revert back to its earlier position with the inflation rate remaining high. So, natural rate of unemployment can also be defined as that low level of unemployment at which the economy faces a stable inflation rate. For this reason the natural rate of unemployment is also termed as the non-accelerating inflation rate of unemployment or the NAIRU.

There are certain cyclical factors that can cause deviation of the economy from the natural rate of unemployment. The natural rate of unemployment cannot be lowered with the help of monetary policies. Monetary policies, on the contrary, can be used to curb actual unemployment, which is a deviation from the natural rate of unemployment.

Natural Rate of Unemployment in US

The natural rate of unemployment was set at 5.5% to 6% in the 1990s. Any deviation from this level would imply sticky wages and inflation. By May 1999, the unemployment rate in US was 4.2% and this was accompanied by an increase in the Consumer Price Index by 1.6% in 1998.



In the recent times, economists are of the view that the natural rate of unemployment differs across nations. The natural rate of unemployment is also different across different time horizons for the same country. This variation is a result of divergent policies formulated by the government, attitude of the workers and business practices. 

Different factors are attributed behind the fall in the natural rate of unemployment in the United States of America after the late 1970s till the late 1990s.

Firstly, the aged workforce is less prone to job-hopping. This has decreased the natural rate of unemployment by 0.4 percentage points.

Secondly, the temporary- help agencies have contributed to increase the employment by almost four times from 1980 to 1998. This has further reduced the natural rate of unemployment by 0.2% points.

Thirdly, the number of prisoners, who were previously unemployed has also increased. This has again contributed to a 0.2% percentage points fall in the natural rate of unemployment.

All the above-mentioned factors have contribute to a fall in the natural rate of unemployment from 5% to 4.5%.

The recent trend in the labor supply shows that there is an increase in the natural rate of unemployment. A rising natural rate of unemployment together with low actual unemployment is indicative of low inflationary pressures in the economy. An important factor that has contributed to this change is the change in the composition of the labor force. Again, since the 9/11 incident, there has been a rapid immigration in the skilled labor force.
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Types of Unemployment

Unemployment is a global phenomenon. This article will brief you on various types of unemployment.
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Unemployment is an economic condition where an individual or individuals seeking jobs cannot manage to get themselves economically employed. The level of unemployment differs with economic conditions and other market forces. Basically, there are five types of unemployment. 

Frictional Unemployment: Frictional unemployment is a temporary condition. This unemployment occurs when an individual is out of his current job and looking for another job. The time period of shifting between two jobs is known as frictional unemployment. The probability of getting a job is high in a developed economy and this lowers the probability of frictional unemployment. There are employment insurance programs to tide over frictional unemployment.

Structural Unemployment: Structural unemployment occurs due to the structural changes within an economy. This type of unemployment occurs when there is a mismatch of skilled workers and occupational vacancies in the labor market. Some of the causes of the structural unemployment are geographical immobility (difficulty in moving to a new work location), occupational immobility (difficulty in learning a new skill) and technological change (introduction of new techniques and technologies that need less labor force). Structural unemployment depends upon the growth rate of an economy and also on the structure of an industry. 

Classical Unemployment: Classical unemployment is also known as real wage unemployment or disequilibrium unemployment. This type of unemployment occurs when trade unions and labor organization bargain for higher wages, which leads to strikes and lockouts and result in the fall in the demand for labor. 

Cyclical Unemployment: Cyclic unemployment occurs when there is an economic recession. When there is a downturn in an economy, the aggregate demand for goods and services decreases and demand for labor decreases. At the time of recession, unskilled and surplus laborers become unemployed. 

Seasonal Unemployment: A type of unemployment that occurs due to the seasonal nature of the job is known as seasonal unemployment. The industries that are affected by seasonal unemployment are hospitality and tourism industries and also the fruit picking and catering industries. 

Causes of Unemployment

Recession and the gap in the demand and supply are the causes of unemployment. An unemployment situation occurs as long as the demand-supply gap persists. Another cause of unemployment is financial crisis and economic depression. 

If an unemployment situation continues for a long period of time, it is called long-term unemployment. During this period, an unemployed individual can apply for unemployment compensation. The main objective of unemployment compensation is to provide partial and temporary wages to involuntarily unemployed workers who were recently laid off. Another aim of unemployment compensation is to stabilize the economy at the time of recession. 

Are you aware of unemployment insurance programs? Unemployment insurance programs were introduced immediately after the Great Depression of 1930s. The main aim of unemployment insurance is to provide temporary income to an unemployed individual and his dependents to tide over the period of unemployment. Unemployment insurance programs help cushion the impact of the downturn of an economy at the time of recession.

To sum up, unemployment is a nightmare faced by the workforce around the globe at the times of recession or when there is a downturn in the economy.
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Types of Unemployment

There are three primary categories of unemployment that are typically discussed. They arestructural, frictional, and cyclical unemployment.

Structural Unemployment

Structural Unemployment, one of the three types of unemployment, is associated with the mismatch of jobs and workers due to the lack of skills or simply the wrong area desired for work. Structural unemployment depends on the social needs of the economy and dynamic changes in the economy. 

For instance,advances in technology and changes in market conditions often turn many skills obsolete; this typically increases the unemployment rate. For example, laborers who worked on cotton fields found their jobs obsolete with Eli Whitney's patenting of the cotton gin. Similarly, with the rise of computers, many jobs in manual book keeping have been replaced by highly efficient software. Workers who find themselves in this situation find that they need to acquire new skills in order to obtain a new job.

Frictional Unemployment
Frictional Unemployment is always present in the economy, resulting from temporary transitions made by workers and employers or from workers and employers having inconsistent or incomplete information. This type of unemployment is closely related to structural unemployment due to its dependence on the dynamics of the economy. It is caused because unemployed workers may not always take the first job offer they receive because of the wages and necessary skills. This type of unemployment is also caused by failing firms, poor job performance, or obsolete skills.  This may also be caused by workers who will quit their jobs in order to move to different parts of the country.

Frictional unemployment can be seen as a transaction cost of trying to find a new job; it is the result of imperfect information on available jobs. For instance, a case of frictional unemployment would be a college student quitting their fast-food restaurant job to get ready to find a job in their field after graduation. Unlike structural unemployment this process would not be long due to skills the college graduate has to offer a potential firm.

Cyclical Unemployment
Unemployment that is attributed to economic contraction is called cyclical unemployment. The economy has the capacity to create jobs which increases economic growth. Therefore, an expanding economy typically has lower levels of unemployment. On the other hand, according to cyclical unemployment an economy that is in a recession faces higher levels of unemployment. When this happens there are more unemployed workers than job openings due to the breakdown of the economy. This type of unemployment is heavily concentrated on the activity in the economy.  To understand this better take a look at our Business Cycles section.
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