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Introduction
Unemployment is a term referring to individuals who are employable and seeking a job but are unable to find a job. Furthermore, it is those people in the workforce or pool of people who are available for work that does not have an appropriate job. Usually measured by the unemployment rate, which is dividing the number of unemployed people by the total number of people in the workforce, unemployment serves as one of the indicators of an economy’s status.
Unemployment is defined by the Bureau of Labour Statistics as people who do not have a job, have actively looked for work in the past four weeks, and are currently available for work. Also, people who were temporarily laid off and were waiting to be called back to that job are included in the unemployment statistics (Bureau of Labour Statistics, U.S. Department of Labour, The Economics Daily, Long-term data on unemployment).
.
Economists define inflation as the general increase in prices and fall in the purchasing value of money. It is measured by consumer price index (CPI).
High unemployment indicates the economy is operating below full capacity and is inefficient; this will lead to lower output and incomes. The unemployed are also unable to purchase as many goods, so will contribute to lower spending and lower output.
One version of Okun's law has stated very simply that when unemployment falls by 1%, GNP rises by 3%. Another version of Okun's law focuses on a relationship between unemployment and GDP, whereby a percentage increase in unemployment causes a 2% fall in GDP. Therefore, increase in unemployment leads to a significant decrease in GDP and the vice versa is true.
Over time, the growth in GDP causes inflation, and inflation begets hyperinflation. This causes further increases in GDP in the short term, bringing about further price increases. Also, the effects of inflation are not linear; 10% inflation is much more than twice as harmful as 5% inflation. Although in the short run, inflation might seem to have a positive impact on the GDP, in the long run it is so harmful. It is also not known the threshold level of inflation which might bring about a sustainable economic growth leading to growth in GDP.
High Wages leads to increased demand, more production which means GDP growth is assured. However, on the other hand, when wages fall, demand also decreases and thus GDP also decreases.
In January 2020, the unemployment rate was 3.6% according US unemployment rate Statistics and News.
﻿ That's slightly higher than December's 3.5% rate, the lowest since December 1969.
The January rate is at the 3.5% to 4.5% natural rate of unemployment. If unemployment is less than the natural rate, businesses can not find enough workers to keep operating at full capacity. That could slow economic growth.
During 2019 the annual inflation rate hovered between a low of 1.52% in February and 2.00% (which occurred in April). But the range was much smaller. From May through October the high was 1.81% in July and the low was 1.65% in June. Using the single decimal place calculations of the Bureau of Labour Statistics it is difficult to see the difference between July through October. Since the BLS says they are 1.8%, 1.8%, 1.7%, 1.8%. By looking at the two-digit results however we see 1.81%, 1.75%, 1.71% and 1.76%. So rather than a 0.1% increase from September to October we see that it was half that at 0.05%. (according to US Statistics and News)
Issues related to unemployment are many. This paper will focus on the two listed ones;
1. Does the unemployment consider the individuals who have low paying jobs?
Many people who can’t find jobs that match their skill level are forced to take jobs with low wages. These underemployed people make up a large part of the workforce.  But the official unemployment rate (also known as the U-3 measure) does not acknowledge them.
Without addressing the issue of underemployment, the unemployment rate paints a distorted picture of where the labour market stands. Having too many workers who are unhappy with their jobs or who are not reaching their full potential could ultimately be problematic. Paying off debt or saving for retirement can be challenging for a worker with an underpaid, part-time job. Dissatisfaction with work can also lead workers to be less productive.
2. Does it capture long term unemployment rates?
Anyone who hasn’t been working for at least 27 weeks is long-term unemployed. Millions of Americans fall into this category. But the unemployment rate doesn’t consider how long people haven’t had jobs.
Failing to focus on folks who’ve been out of work for a while can make it difficult to create policies that help them. A report from the BLS says that the long-term unemployment has recently declined. But from a historical perspective, it’s not as low as it could be.
These two are vital as when they are studied, they will exhibit a clear picture of the unemployment scenario.
The unemployment rate isn’t an accurate measure of joblessness simply because it doesn’t consider everyone who doesn’t have a job. That’s why many economic experts instead focus on what’s known as the real unemployment rate.
The real unemployment rate (technically called the U-6 measure) is reported on a monthly basis in the jobs report along with the official unemployment rate and four other measures of unemployment. Unlike the official unemployment rate, however, it takes underemployed and marginally attached workers (including discouraged workers) into consideration as well as unemployed people.
		Year
	2000
	2002
	2004
	2006
	2008
	2010

	Unemployment Rate
	3.9
	6
	5.4
	4.4
	7.3
	9.3

	Inflation
	3.4
	2.4
	3.3
	2.5
	0.1
	1.5

	GDP
	4.1
	1.7
	3.8
	2.9
	-0.1
	2.6



	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


The above table shows the data extracted from US Bureau of Labor Statistics.

The above chart shows the analyzed data.
As per Okun’s Law, increase in unemployment by 1% results to a decrease in Gross Domestic Product by 2%. This in the long run has a multiplier effect of 100.
However, in the year 2008, Okun’s Law seems to have been disputed as the relationship was not exhibited. This could have been due to the sluggish economic growth witnessed globally and which seemed to have a more effect on US economy. It began in 2007 with a crisis in the subprime mortgage market in the United States and developed into a full-blown international banking crisis with the collapse of the investment bank Lehman Brothers on September 15, 2008.The crisis was nonetheless followed by a global economic downturn, the Great Recession. 
Inflation on the other hand, has a positive effect to GDP on the short run. In the long run, GDP growth goes to negative as seen in year 2008. At this point, inflation is so harmful to the economy, nothing is being produced, people have been laid off, consumption goes down and the economy is at the slump.
Data showing average annual wages and GDP growth in US. (Bureau of Labor Statistics).

	Year
	2005
	2006
	2007
	2008
	2009
	2010

	Average Wages
	45364
	47337
	49505
	50819
	51182
	52593

	GDP
	13000
	13500
	14500
	14700
	14500
	15000





High wages and GDP growth are positively correlated. When wages are high, consumption behavior will increase, this will lead to increased production to meet the current demand and the vice versa will be true.
 Conclusion
Unemployment, Inflation and wage rates have an impact on the Gross Domestic Product (GDP) of any country. A balance must be established between these three so that there is a steady growth in GDP.
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