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Chapter 1: Unemployment

Full employment
Full employment can be defined as any of the following.

• Everyone who wants a job at current wage rates has a job.
• The number of jobs available at current wage rates is equal to the number of people wanting jobs.
• There is no cyclical unemployment. Current unemployment is due to frictional or seasonal factors. (These 

terms are defined below.)
• The economy is working at full capacity and all resources are fully employed.

Types of unemployment
Frictional unemployment
Frictional unemployment is of less concern to the government than other types of unemployment, because it 
tends to be temporary. It includes:

• people between jobs
• school leavers looking for their first job
• people returning to the workforce
• people who are seasonally unemployed because some jobs exist for only part of the year (e.g. people in 

shearing gangs).

Fruit pickers can become seasonally unemployed.
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Cyclical unemployment
Cyclical unemployment is unemployment related to the trade cycle. High growth rates cause unemployment 
to fall, while low growth rates cause unemployment to rise. Cyclical unemployment shows that expansionary 
monetary or fiscal policies are needed to increase economic activity.

Structural unemployment
As demand for some goods falls, production falls, some firms shut down and some workers lose their jobs. 
Structural unemployment can be caused by:

• changing technologies, so some jobs no longer exist
• international competition
• the removal of trade barriers
• changing tastes
• technological unemployment, when machines replace workers.
Structural unemployment is of concern to the government, because it shows that the skills of the unemployed 
people do not match the jobs available, so retraining is needed.

Official definitions of unemployment
Household Labour Force Survey (HLFS) unemployed: All persons in the working-age population 
(aged 15+) who during the survey week were without a paid job, were available for work, and had either 
actively sought work in the past four weeks or had a new job to start within the next four weeks.

HLFS definition of employed: All persons who worked for one hour or more.

HLFS jobless: These are the HLFS unemployed, plus those who want a job but are not actively seeking work.

Registered unemployed: People registered as jobseekers at Work and Income New Zealand (WINZ).

Census unemployed: People who are 15 years of age or older, without paid work, available for work and 
actively seeking work (which means doing more than just browsing websites – they must have contacted 
someone about finding work in the previous four weeks) or have a job starting within four weeks.

Census employed: People who worked for more than one hour in paid employment during the week of the census. 
‘Part time’ means fewer than 30 hours and ‘full time’ means more than 30 hours in that week. While a census is the 
most accurate measure of unemployment, it costs about $90m so is carried out only once every five years.

Other measures of unemployment
Underemployed: People working part time who would like to work longer hours or who are not fully using 
their skills, e.g. a nurse who is working as a housekeeper.

Involuntary unemployed: People who want to work at current wage rates but who are unable to get a job.

Voluntary unemployed: People aged over 15 who choose not to work at current wage rates.

flagellum (in many bacteria) 
for movement
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Questions: Types of unemployment
1. Classify the following examples of situations as frictional, seasonal, cyclical, structural or  

technological unemployment and then add four more examples.

Example of an unemployed person Classification

a. A clothing machinist loses her job after her factory closes down following the 
removal of tariff protection

b. A ski instructor loses his job when the ski-field closes for the year in October

c. Low demand for restaurant meals means a waiter loses his job

d. A decline in tourism causes a coach driver to lose her job

e. A mother returning to the workforce after her children are all at school cannot find 
a suitable job

f. An Inland Revenue Department employee loses his job as more people complete 
their tax returns online

g. A student who has finished his Diploma in Architecture cannot find a job in that 
industry

h. A parking warden loses her job because scanners are used to identify illegal 
parking and to issue tickets

i. Falling economic growth means construction slows and a digger operator is laid off

j. Seasonal

k. Frictional

l. Structural

m. Cyclical

2. Explain the following.
a. Frictional unemployment is less of a concern to the government than other types of unemployment are.

b. Increasing cyclical unemployment would be of concern to the government.

c. Increasing structural unemployment might cause the government concern.

Answers 
p. 47
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3. Use the following diagram to describe the similarities and differences between cyclical and structural 
unemployment.

Cyclical unemployment Structural unemployment

Write one thing about
this that doesn’t
apply to the other

Write one thing about
this that doesn’t
apply to the other

Write one thing 
they have in common

4. Describe the difference between seasonal and cyclical unemployment.

5. Why is the figure for registered unemployed usually lower than the figure for HLFS unemployed?

6. Although the census unemployment figure is the most accurate, it is not the ‘official’ measure of 
unemployment. Why is this?

7. Describe the difference in definition between someone recorded as HLFS jobless and someone recorded as 
HLFS unemployed.

8. Suggest three reasons why a person might become voluntarily unemployed.

 (1) 

 (2) 

 (3) 
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Chapter 2: Unemployment data

Definitions
Total employed = full-time employed + part-time employed

Labour force = employed + unemployed (the involuntary unemployed)

Working-age population = labour force + not in the labour force (the voluntary unemployed)

The ‘working-age population’ is, basically, everyone over the age of 15.
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The New Zealand labour market
The following flow chart shows the composition of the New Zealand labour market in December 2019.

Working-age population
3 937 000

Labour force
2 760 000

Employed
2 649 000

Full time
2 130 000

Part time
519 000

Unemployed
111 000

Not in the labour force
1 177 000

www.stats.govt.nz

Unemployment rate
The unemployment rate is the percentage of the labour force that is unemployed.

Unemployment rate = unemployed ÷ labour force × 100

Example

From the preceding flow chart, the unemployment rate in December 2019 can be calculated:

Unemployment rate = unemployed ÷ labour force × 100

 = 111 000 ÷ 2 760 000 × 100

 = 4.0%

Participation rate
The participation rate is the percentage of the working-age population that is in the labour force.

Participation rate = labour force ÷ working-age population × 100

Example

From the preceding flow chart, the participation rate in December 2019 can be calculated:

Participation rate = labour force ÷ working-age population × 100

 = 2 760 000 ÷ 3 937 000 × 100

 = 70.1%

Employment rate
The employment rate is the percentage of the working-age population who are employed.

Employment rate = employed ÷ working-age population × 100
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Example

From the preceding flow chart, the employment rate in December 2019 can be calculated as follows.

Employment rate  = employed ÷ working-age population × 100

 = 2 649 000 ÷ 3 937 000

 = 67.3%

Note: The employment rate is the proportion of the working-age population who are employed, while the 
labour force participation rate is the proportion of the working-age population who are in the labour force (either 
employed or unemployed).

Underutilisation rate
The underutilisation rate measures the spare capacity in the labour market and is more detailed than the 
unemployment rate because it includes, in addition to people who are unemployed, three other groups of people:

• underemployed – those working fewer than 30 hours a week who want and are available to work more hours
• available jobseekers – those who would like a job but are not actively seeking one, e.g. a student who has 

just finished studying but hasn’t started applying for jobs yet
• unavailable jobseekers – those who are currently looking for a job but are not available to start straight 

away, e.g. a parent who has been at home who will be able to work in a month’s time.
The underutilisation rate in December 2019 was 10.0%, which was 6.0% more than the unemployment rate.

Questions: Unemployment data
1. a. Complete the following flow chart by calculating the missing numbers.

Working-age population

Labour force

Employed

Full time
1 100 000

Part time
300 000

Unemployed
120 000

Not in the labour force
800 000

Answers 
p. 47
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b. Complete the following flow chart by calculating the missing numbers.

Working-age population

Labour force

Employed

Full time
2 300 000

Part time

2 800 000
Unemployed

Not in the labour force
2 600 000

5 500 000

2. a.  If the working-age population is 3 000 000 and the participation rate is 65%, calculate the number of 
people:

 i. in the labour force 

 ii. not in the labour force 

b.  If the working-age population is 14 600 000 and the participation rate is 68%, calculate the number of 
people:

  i. in the labour force 

  ii. not in the labour force 

c. If the labour force is 1 800 000 and the unemployment rate is 5%, calculate the number of people:

  i. employed 

  ii. unemployed 

d. If the labour force is 9 400 000 and the unemployment rate is 7%, calculate the number of people:

  i. employed 

  ii. unemployed 

3. Describe the difference between the following.

a. Full-time and part-time employment: 
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answers

Types of unemployment (page 3)
1. a. structural; b. frictional/seasonal; c. cyclical; d. structural;  

e. frictional; f. structural/technological; g. frictional; h. structural/
technological; i. cyclical; j. to m. examples (check with your teacher)

2. a.  Frictional unemployment is less of a concern to the government than 
other types of unemployment are because it tends to be temporary 
as people change jobs or (re)enter the labour force.

b. Increasing cyclical unemployment would be of concern to the 
government because it would indicate that economic activity is 
slowing and expansionary monetary or fiscal policy decisions might 
be required.

c. Increasing structural unemployment might cause the government 
concern because it shows that the skills of the unemployed people do 
not match the jobs available, so retraining is needed.

3. In ‘cyclical’ zone: related to the trade cycle and economic growth

 In ‘common’ zone: types of unemployment

 In ‘structural’ zone: caused by changing technologies; international trade; 
changing tastes

4. Seasonal unemployment occurs when a job, which exists for only part 
of the year, ends because the season is over. Cyclical unemployment is 
caused by a slowdown in economic growth.

5. The figure is usually lower because people generally register as 
unemployed only if they wish to apply for the unemployment benefit or 
to access WINZ support to find a job.

6. Because the census is carried out only once every five years, since it is 
expensive to carry out.

7. ‘HLFS unemployed’ means someone in the working-age population (aged 
15+) who, during the survey week, was without a paid job, available for 
work, and had either actively sought work in the past four weeks or had 
a new job to start within the next four weeks. If they were not actively 
seeking work, they would be classed as ‘jobless’.

8. They are retired, students, caring for children or other relatives, not 
actively seeking work, not available for work, not wanting to work at 
current wage rate (any three).

Unemployment data (page 7)
1. a. Working-age population: 2 320 000

 Labour force: 1 520 000

 Employed: 1 400 000

b. Labour force: 2 900 000

 Unemployed: 100 000

 Part time: 500 000

2. a. i. 1 950 000

 ii. 1 050 000

b. i. 9 928 000

 ii. 4 672 000

c. i. 1 710 000

 ii. 90 000

d. i. 8 742 000

 ii. 658 000

3. a.  ‘Full-time employment’ means working more than 30 hours in a week 
and ‘part-time employment’ means working fewer than 30 hours in a 
week.

b. Employed are the people who have a job, working either full 
time or part time. The labour force includes the employed and the 
unemployed.

c. Unemployed are those who do not have a job but want one, while 
those who are not in the labour force are those in the working-age 
population who are not currently making themselves available for 
work.

d. The unemployment rate is the percentage of the labour force that 
is unemployed and the participation rate is the percentage of the 
working-age population that is in the labour force.

e. The employment rate is the proportion of the working-age population 
who are employed, while the labour force participation rate is the 
proportion of the working-age population who are in the labour force 
(either employed or unemployed).

f. The unemployment rate is the percentage of the labour force that is 
unemployed while the underutilisation rate also includes those who 
are not working as many hours as they would like to be, those who 
are about to start looking for work, and those looking for work but 
who are not able to start immediately.

4. a. 11 400 000

b. 12 000 000

c. 5%

d. 18 000 000

e. 66.7%

f.  63.3%

5. Everyone over the age of 15 (with a few minor exceptions)

6. The ‘unemployed’ are essentially those who are actively seeking work, 
which equates to the ‘involuntary unemployed’ who are those who want 
jobs at the current wage rate but who are unable to get a job. The ‘not in 
the labour force’ are those who are not looking for work, which equates 
to the ‘voluntary unemployed’ who choose to not work at current wage 
rates.

7.  The underutilisation rate is more detailed than the unemployment rate 
because, in addition to people who are unemployed, it also includes 
people who are underemployed and jobseekers – both those who are 
immediately available and those currently unavailable to take on work.

The labour market (page 13)
1. As wage rates rise, the quantity of labour demanded falls, since higher 

wage costs mean some worker’s jobs may be replaced by machines, or 
employers require higher productivity from their workers in return for 
higher wages, so they do not have to employ so many workers.

2. As the wage rate increases, the opportunity cost of not working increases 
so more people make themselves available to work; i.e., the quantity of 
labour supplied increases.
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3. It can be argued that it is valid, as at a certain quantity of people there 
are no more people available to work, no matter how high the wage rate 
goes, so the supply for labour curve should become vertical. However, it 
could also be argued that it is not valid, because more labour will always 
be attracted from overseas by higher wage rates (so the curve continues 
to slope up to the right) or at high wage rates some people stop working 
because they are supported by a partner or, since they have been earning 
a very high wage, they can afford to retire sooner (so the curve actually 
slopes back to the left).

4. Wages for occupations requiring advanced skills or training are higher 
than for unskilled jobs, which gives people the incentive to undertake the 
study and training required to do them, if they think the higher wages 
will more than compensate for the expense and time spent training.

5. 

Involuntary
unemployed 

DL  

SL
Wage

 
Labour market  

 

Quantity of labour 

Voluntary 
unemployed 

Employed 

QSLQDL

W1

Qf

6. a. 2 649 000

b. 1 177 000

c. 3 937 000

d. 111 000

e. 2 760 000

Changes in supply and demand for labour (page 18)
1. The demand for labour depends on the demand for goods and services. 

When the demand for goods and services increases, so does the demand 
for labour (and vice versa).

2.
Event

Affects SL 
or DL?

Increase or 
decrease?

An increase in immigration SL Increase

An increase in emigration SL Decrease

An increase in export receipts DL Increase

An increase in the school leaving age SL Decrease

An increase in consumption spending DL Increase

An increase in flexible work 
arrangements

SL Increase

An increase in government spending DL Increase

An increase in investment spending DL Increase

An increase in the retirement age SL Increase

An improvement in the health of the 
population

SL Increase

3. Because the demand for labour is the jobs available. People looking for 
work are part of the supply of labour.

4. Because employment contracts set wages for a year or longer and they 
cannot fall in response to a surplus of labour. Many employers are also 
reluctant to reduce the wages of their employees.

5. School leaving age, eligibility for superannuation, flexible work 
arrangements, labour mobility, health of the population, education levels 
of the population (any three).

6. 

Involuntary
unemployed 

DL  

SL
Wage

 
Labour market  

 

Quantity of labour 

Voluntary 
unemployed 

Employed 

QSLQDL

W1

Qf

7. 

QSL  

 Unemployed 

DL  

SL

QDL Qf 

Wage
 Labour market 

 

W1 

Quantity of labour 

Not in the 
labour force 

Working-age 
population  

Employed 

8. a.

QSL  QDL1  

DL1 

QDL2  

DL2

SL1  

Qf

Wage

W1 

Quantity of 
labour

Impact of a global recession
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