Economics Ch13 – Facing Economic Challenges

Unemployment

1. One way to measure a country’s health is to look at ___________________________ figures. The unemployment rate, is the percentage of the labor force that is _______________________ and ___________________ for work. The US Bureau of Labor, considers the workforce those over age 16 who are employed or actively looking for work. The BLS divides the number of ____________________________ by the total number of ______________________ to arrive at the unemployment rate. 

Types of Unemployment

1. ________________________________________ – temporary unemployment experienced by people changing jobs.
2. ________________________________________ – unemployment linked to seasonal work.
3. ________________________________________ – situation where jobs exist but workers looking for work do not have the necessary skills for these jobs.
4. ________________________________________ – unemployment caused by a part of the business cycle with decreased economic activity. 

The Impact of Unemployment

2. Excessive or persistent unemployment hurts the economy.  _____________________ – it is inefficient.  It wastes human resources, a key factor of economic growth. ________________________________ – in an economic slowdown, those with the least experience lose their jobs first. _______________________________________ – those unemployed for a length of time may begin to lose faith in their abilities to find a job that suits their skills.  
What is Poverty?
3. Persistent unemployment can lead to __________________.  This is a situation where a person’s _____________________ and ______________________ do not allow them to achieve a minimum standard of living. The US government has established the ______________________________________ the official minimum income needed for basic necessities of life in the US. 

                 Household

Amount



_____

_____________


2

$13,200



3

$16,600



_____

_____________


5

$23,400

Poverty Rate

4. ________________________________ is the percentage of people living in households that have incomes below the poverty level. The poverty rate is based on the population as a whole. In 2004, there were _______________________________ people living below the poverty rate in the US. 
The Problem of Poverty
5. Four major factors have the strongest influence on who lives in poverty in the US. _______________________ – higher the ed, higher the pay.  The poverty rate of people who did not complete high school is __________ times higher than those will college education. _________________ – certain groups face wage discrimination or occupational segregation and may find it difficult to move beyond low-paying jobs. 
6. __________________________________ – today, nearly ___________ of marriages end in divorce; ____________ of all births are to unmarried mothers.  These trends lead to higher poverty rates because single-parent families are more likely to have more economic problems than two-parent families. ___________________________ _____________________________ – jobs have shifted from manufacturing, where unskilled workers could earn a good wage, to service jobs.  Many are in fast food and they earn less than the same skilled worker who used to work in a factory. 
Antipoverty Programs
7. 1964, President Lyndon B. Johnson declared war on poverty.  The programs that the government has instituted to close the income gap have been referred to as __________________. Some of these programs have been criticized for __________ ___________________ funds and ________________ rather than helping recipients. 
Government Programs
8. Some government antipoverty programs:
_________________________________________ – provides an government account which families can buy food
_________________________________________ – offers health care for the poor, both states and federal governments contribute.  The expense can reach 25% of some states budgets
_________________________________________ – provides the working poor a refund of payroll taxes deducted from their paychecks. 
Other Programs
9. In 1935, the US government established ___________________________ as a safety net for retired workers, not a means of retirement. Today the program, pays out to retirees, _____________________, and the _______________________. It is funded through payroll taxes that workers have deducted from their checks. The government has also established ​​​​​​​​​​​​​​​​​​_____________________________ which provides workers who lost their job, no fault of their own, for 26 weeks while they look for employment. 
Causes and Consequences of Inflation
10. ___________________________________ is the sustained rise in the level of prices or a sustained fall in the purchasing power of money. Putting it in laymen's terms, it is the rising cost of goods and services.
Measuring Inflation
11. One tool used to measure inflation is the ___________________________________ .  Through a government survey, it creates a “market basket” of roughly 400 goods and services purchased by a typical household. Each month, government workers research the current prices of the items in the basket.  They then compare the ______________ ____________   to prices between ________________, which is the base year.  These years are given a value of _________________. 
Types of Inflation
12. Inflation rates below 1% are negligible, those between 1 – 3 % are moderate.  If a moderate rate continues over a period of time, the result is _________________ inflation, a rapid increase is ________________ inflation. ______________________ is rapid, uncontrolled inflation in excess of 50% a month  
What Causes Inflation?
13. ___________________________________ – happens when total demand rises faster than the production of goods & services.  What occurs is consumers ______________ more of a product, it takes time for producers to realize the rise in demand and increase production. During this lag time, consumers __________________ prices of available goods. A big culprit of demand-pull inflation is ______________________ in circulation.  The more money, the more it will be spent, causing an increase in prices. 
14. __________________________________ occurs when prices are pushed upward by rising production costs. When production costs ____________________, producers make less of a profit. If consumer demand is strong, producers may ______________ prices to maintain their profits. 
What Is the Impact of Inflation? - Decreasing Value of the Dollar 
15. _______________________________________________ – today’s dollar will buy less than last years dollar.  Anyone living on a _______________ income has to deal with the _____________________ value of the dollar through inflation.  They live on the same amount every month, but a year from today, their income will buy them less. 
What Is the Impact of Inflation? Increasing Interest Rates
16. ________________________________________ – as interest rates increase, it means that borrowing money becomes more expensive.  The ____________ the rate, the __________________ you have to pay back. Essentially you are adding to inflation by borrowing money.  You are _________________ money to the economy that shouldn’t be there. You purchase a home for $150,000 on a 30 year mortgage, you would end up paying =   $150,000 (P) + $209,000 (I) = ____________________
What Is the Impact of Inflation? Decreasing Real Returns on Savings
17. Consumers who save on a ________________________________ get a lower rate of return on their savings thanks to inflation. If someone puts ___________ in a savings account that pays _________, they will have ____________ at the end of the year.  If the inflation rate is at _________ that __________ will only purchase what ________ bought when they deposited their money.  Sadly, they have lost spending power thanks to inflation. 

