
The Mysteries of Unemployment 
If the (Labor) Force Is With You, You Count 

Definitions:  
Employed - adults (16 and over) who have jobs (part-time or full-time).  

Unemployed - adults (16 and over) who do not have a job, but have actively looked for work 

in the past 30 days.  

Labor force – all adults (16 and over) who have jobs, or who do not have jobs but have 

been actively looking for work in the past 30 days. In other words, the labor force is the sum 

of employed and unemployed.  

Unemployment rate - number of unemployed divided by the labor force.  

 

Case 1: The Incredible Shrinking Labor Force  
Suppose an economy has a labor force of 125 people and there are currently 100 jobs filled.  

Determine the number of employed, unemployed, and the unemployment rate.  
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Now suppose that 5 people who had jobs share a big lottery prize and decide to retire for the rest of 

their lives. Assuming the same number of jobs is filled after these people retire, compute the number 

of employed, unemployed, and unemployment rate.  

What conclusions can you draw from this example? 

Labor Force  

Jobs Filled  

Employed  

Unemployed  

Unemployed 
Rate 

 

 

 

  

  



Case 2: The Incredible Invisible Unemployment  
Suppose an economy has a labor force of 100 people and 70 jobs, with 30 of those jobs in the  

public/government sector.  
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Determine the number of employed, unemployed, and the unemployment rate. Suppose the 

government decides it is unacceptable to have an unemployment rate this high. Officials declare that 

two workers instead of one will now be hired to fill each of the current 30 government jobs. The 

amount of work/production done will not change, but two workers will do what was previously done 

by one worker. Given these changes, re-compute the number employed, unemployed, and the 

unemployment rate.  
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What conclusions can you draw from this example? 


