
B.COM II 

(Planning and Economic Development) 
 

Q) What is unemployment? Explain its types. 

 

Unemployment is a key economic indicator that refers to the state of being without a job, 

typically measured as a percentage of the total labour force. It is a crucial factor in 

understanding the health of an economy, as it reflects the level of job opportunities available 

and the overall economic activity. There are several types of unemployment, each with its own 

causes and implications. 

 

Frictional Unemployment: This type of unemployment occurs when individuals are temporarily 

between jobs. It can happen when people are entering the workforce for the first time, 

changing jobs, or re-entering after a period of absence. Frictional unemployment is considered 

natural in a dynamic economy, as it reflects the time it takes for individuals to find a job that 

matches their skills and preferences. 

 

Structural Unemployment: Structural unemployment is caused by a mismatch between the 

skills of the workforce and the requirements of available jobs. This can occur due to changes in 

technology, shifts in consumer preferences, or changes in the structure of industries. Structural 

unemployment can be long-term and may require retraining or relocation of workers to 

address. 

 

Cyclical Unemployment: Cyclical unemployment is closely tied to the business cycle and occurs 

when there is a downturn in economic activity, leading to a decrease in the demand for labour. 

This type of unemployment is often a result of a recession or economic downturn and tends to 

be temporary, as economic conditions improve, and demand for labour picks up. 

 

Seasonal Unemployment: Seasonal unemployment is linked to seasonal variations in demand 

for certain types of labour. For example, agricultural workers may be unemployed during the 

off-season when there is no planting or harvesting work available. Similarly, retail workers may 

face seasonal unemployment during slow periods after the holiday shopping season. 

 

Long-term Unemployment: Long-term unemployment refers to individuals who have been 

unemployed for an extended period, typically six months or more. It can result from a 

combination of factors, including persistent cyclical or structural issues in the economy, as well 

as challenges faced by individuals in re-entering the workforce after a prolonged absence. 



 

Hidden Unemployment: Hidden unemployment, also known as underemployment, refers to 

individuals who are employed part-time or in jobs that do not fully utilize their skills and 

abilities. While these individuals may not be counted in official unemployment statistics, they 

are considered underutilized in terms of their potential contribution to the economy. 

 

Regional Unemployment: Regional unemployment refers to variations in unemployment rates 

across different regions within a country. This can be influenced by factors such as the 

concentration of industries, infrastructure development, and demographic trends. Addressing 

regional unemployment often requires targeted economic development strategies. 

 

In conclusion, unemployment is a complex economic phenomenon with various types, each 

with its own causes and implications. Understanding the different types of unemployment is 

crucial for policymakers and economists in formulating effective strategies to address this 

challenge and promote a healthy, inclusive economy. 


