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Abstract 
In the present times, the world economies are 
passing through a serious phase of recession 
wearing the cloak of liberalization, privatization and 
globalization. The recession which started from 
U.S.A. in late 2007-08, spread to whole of the world 
like an infection of a disease, causing severe 
damage to the developing as well as developed 
economies which are still trying to come out of the 
nightmare. The latest Greek debt trouble of 2010 
has also added to the problem. The present paper is 
concentrating on the impact of the problem of 
unemployment on the GDPs of the various 
economies, and it was found that the unemployment 
is negatively associated with the GDPs, though, 
moderately or at low level. The study suggests that 
the eradication of the problem of unemployment is 
necessary for the development of the various 
economies. 
Keywords: Global challenges, GDP, Inflation, 
Unemployment, Economies. 

Introduction 

The world economic growth was severely 
hampered by the global financial crisis of 
2008, which is thought to be the worst one 
since the depression of 1930s. In the United 
States and other developed countries there 
were credit excesses of residential and 
commercial mortgages, auto and student loans, 
and credit cards etc. which transformed into 
toxic financial derivatives resulting into 
dangerous credit defaults. The root cause for 
the spread of the crisis was the collapse of the 
housing bubble in the United States which took 
other countries as well in its gambit. 

According to the Global Employment Trends 
large global imbalances between deficit and 
surplus have emerged during last ten years. 
The rising commodity and energy prices, the 
sub-prime crisis, the contraction of real estate 
market in developed countries and the grim 
global financial services resulting into poor 
lending, etc. have shown a significant negative 
impact on most sectors of the world 
economies. 
The investments, production and consumption 
declined considerably and there was a period 
of great layoffs by different companies in 
which millions of people lost their jobs. The 
credit markets were hit by the down morale of 
investors. There was a significant drop in the 
volume of imports and exports of different 
countries. The World Trade Organization 
(WTO) observed the decline in imports of 
United States, Europe and Japan in 2007, 
where as the trade in developing countries 
showed stability till then. The world 
merchandise trade annual growth rate declined 
from 8.5 per cent in 2006 to 6 per cent in 2007 
and the import volume of G-7∗ countries 

                                                 
∗   G-7 is an economic and political group of 
seven largest industrialized nations of the 
world, formed in 1976, when Canada joined 
the group of six nations: France,  Germany, 
Italy, Japan, United Kingdom, and United 
States.  

∗∗  G-20 is a group of world’s largest 19 
economies and the European Union, 
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dropped by 1.4 per cent in 2008 which are 
expected to go down further. The same types 
of indicators were received from the 
developing nations like China, India and the 
Russian Federation. Chen and Ravallion 
(2008) forecasted a mere 0.9 per cent 
expansion in the global economy in 2009 and 
declared that the world trade volume would 
fall for the first time in 26 years by 2.1 per 
cent.  
A bail out of trillions of dollars was given by 
different governments and central banks with 
the help of International Monetary Fund 
(IMF), to tackle the crisis and an extra ordinary 
G-20∗∗  summit was also convened on 15th 
November 2008 by the global leaders who 
produced the “Declaration of the Summit on 
Financial Markets and the World Economy” by 
adopting common principles on guiding the 
financial market reform through bringing 
transparency and accountability, implementing 
sound regulations, creating integrity in 
financial markets, revising international co-
operation and modifying the international 
financial institutions. Some regional co-
operations have been formed to face the crisis 
effectively such as the European Union and 
collaboration of Japan, China and the Republic 
of Korea. 

The present size of Indian economy is US$ 1.8 
trillion in comparison to US$ 1.4 trillion in 
September, 2008, which indicates towards a 
slow growth of the economy. On the other 
hand, the volume of Chinese economy is US$ 
8.2 trillion to its US$ 3.5 tn. in September, 
2008; Brazilian economy has assumed a size of 
US4 2.25 tn. from US4$ 1.36 tn. in 2008; 
Euroze shrinked to US$ 12.2 tn. from US$ 
12.4 tn. in September, 2008; and the US 
economy (which happens to be the biggest 
economy of the globe) increased US$ 15.6 tn. 
in 2013 from US$ 14.0 tn. in Sept. 2008. It is 
evident from the above that, besides US and 
other economies of the world, it is the Euroze 

                                                                 
established in 1999 to discuss key issues of 
global economy. It is made up of  the finance 
ministers and central bank governors of the 
following countries:  Argentina, 
Australia, Brazil, Canada, China, France, 
Germany, India,  Indonesia, Italy, Japan, 
Mexico, Russia, Saudi Arabia, South Africa, 
Republic of Korea, Turkey, United Kingdom, 
and United States of America. 

 
 

economy which was affected the most from the 
recession which started from US, and its size 
has contracted substantially over the years, 
leaving behind a trail of problems and issues 
which are to be resolved for the betterment of 
the fundamentals of the economy. The present 
Indian fiscal deficit (4.89 per cent) is a great 
cause of concern which is highest among USA 
(43 per cent), Eurozone (3.7 per cent), Brazil 
(3.0 per cent), and China (1.6 per cent). The 
jobless rate is highest (12.1 per cent) in 
Eurozone followed by 9.9 per cent on India, 
7.3 per cent in USA, 5.6 per cent in Brazil and 
4.0 per cent in China. The Eurozone economy 
is passing through a great burden of Debt (90.6 
per cent of GDP) affecting adversely its 
growth, followed by USA (72.5 per cent), 
Brazil (58.8 per cent), India (49.6 per cent) and 
china (31.7 per cent). 

Objectives of the Study 

The main objective of the present study is to 
assess the impact of the problem of 
unemployment on GDPs of different 
economies selected under the study. 

Statistical Techniques Used 

The researchers used percentage, mean score, 
standard deviation, OLS (ordinary least square) 
method and graphs to analyze various 
secondary data collected for the purpose of the 
study. 

Results and Discussion 

Besides the problem of global recession, the 
problem of unemployment which is again a 
generator of several other problems, is posing a 
serious threat to the economies world wide 
which can be felt from Table 1. The table 
shows that unemployment rate is continuously 
increasing globally which is estimated around 
at 6 per cent in 2008 is expected to increase 
further in the years to come. In developed 
nations like USA, Germany, Japan, etc., 
unemployment rate increased from 5.8 per cent 
in 2007 to 8.8 per cent in 2010. The 
unemployment problem seems to be the 
permanent phenomenon of East and South 
Asian countries which also shows an increase 
in the problem.  
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Table 1: Unemployment Rates, World and Regions (Percentage) 

Year World 
Developed 

Economics and 
European Union 

East Asia South Asia 

2007 5.4 5.8 3.8 3.9 

2008 5.6 6.1 4.3 3.9 

2009 6.2 8.4 4.4 4.1 

2010 6 8.8 4.2 3.9 

2011 5.9 8.4 4.3 3.8 

2012* 5.9 8.6 4.4 3.8 

2013* 6 8.7 4.5 3.9 

2014* 6 8.6 4.6 3.9 

2015* 6 8.4 4.6 4 

2016* 6 8.2 4.7 4 

2017* 6 8 4.7 4 

* 2012 are preliminary estimates; 2013–17 are preliminary projections;  
Source: ILO, Trends Econometric Models, October 2012 
 

Exhibit 1: Unemployment Rates, World and Regions (in percentage) 

 

 

The problem of unemployment can also be 
assessed with the help of Exhibit 1. Richard 
Freeman (2010) described that the developed 
economies were the worst hit by the economic 
disaster, and as a result, only the United States 
lost nearly 8 million jobs; and the 
unemployment rate was above 10 per cent in 
2009, while the duration of joblessness was the 
longest since the Great Depression. Advanced 
Europe, Canada and Japan also suffered major 
job losses that may last for a long time.   

Receding GDPs 

Table 2 and Figure 2 show the present and 
future of the GDP of four major economies of 
the world. The global economy and other 
Developed economies were most hurt during 
2009, but after that sign of improvement can 
be observed. The East and South Asian 
economies are doing better in comparison to 
the other two economies selected under the 
study.   
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                  Table 2: Annual Real GDP Growth Rates, World and Regions (Percentage) 
 

Year World 
Developed Economics and 

European Union 
East Asia South Asia 

2007 5.4 2.7 12.1 9.4 

2008 2.8 0.1 7.9 6.5 

2009 -0.6 -3.7 7.1 5.5 

2010 5.1 2.5 9.9 9.1 

2011 3.8 1.5 6.5 6.5 

2012* 3.3 1.2 4.9 4.9 

2013* 3.6 1.4 5.7 5.7 

2014* 4.1 2.1 6.1 6.1 

2015* 4.4 2.5 6.5 6.5 

2016* 4.5 2.5 6.6 6.6 

2017* 4.6 2.5 6.7 6.7 

* 2012 are preliminary estimates; 2013–17 are preliminary projections;  
Source: ILO, Trends Econometric Models, October 2012. 
 

 

The average annual growth rate regarding the 
GDP of various economies during period 
under the study was observed to be 3.72 per 
cent with a standard deviation of 1.63. On the 

other hand, the rate of annual growth in the 
problem of global unemployment was noticed 
at 5.91 per cent with a standard deviation of 
0.22, during the same period. 

 
 

 

Exhibit 2: Annual Real GDP Growth Rates, World and Regions (Percentage) 
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                     Table 3 (a):  Descriptive Statistics 
 

  
Mean Std. Deviation N 

GDP Growth Rate 3.7273 1.62548 11 

Unemployment Rate 5.9091 .22115 11 

 

When simple regression equation was applied 
the world data by assuming GDP growth rate 
as dependent factor and unemployment rate as 
independent variable, it was observed that the 
two variables are having low level of negative 

correlation (0.407) implying thereby that the 
rate of unemployment is a hurdle in the growth 
and development of GDP and hence, elevation 
of the problem of unemployment assumes 
significance.  

 
Table 3(b): Correlations 

 

  
GDP Growth Rate Unemployment Rate 

Pearson 
Correlation 

GDP Growth Rate 1.000 -.407 

Unemployment Rate -.407 1.000 

Sig. (1-tailed) 
GDP Growth Rate . .107 

Unemployment Rate .107 . 

 

Table 3(c): Model Summary  
 

Model R R 
Square 

Adjuste
d R 

Square 

Std. 
Error 
of the 

Estimate 

Change Statistics Durbin
-

Watson 
R Square 
Change 

F 
Change df1 df2 

Sig. F 
Change 

1 .407 .166 .073 1.56515 .166 1.786 1 9 .214 1.639 

Predictors: (Constant) Unemployment Rate 
Dependent Variable: GDP Growth Rate  
 
 
It was further indicated by the statistics that the problem of unemployment explains (R square) 
approximately 17 per cent of the total GDP of the globe. 
 

Table 3(d): Coefficients  

Model 

Unstandardize
d Coefficients 

Standardized 
Coefficients 

t Sig. 

Correlations 
Collinearity 

Statistics 

B 
Std. 
Error Beta 

Zero-
order 

Partia
l Part 

Toleran
ce VIF 

1 (Constant) 21.40
0 

13.2
3 

  
1.617 .140 

  
-.407 

  
-.407 

  
-

.407 

  
1.000 

  
1.00

0 
Unemployme
nt Rate 

-2.991 2.23
8 

-.407 -
1.336 

.214 

Dependent Variable: GDP Growth Rate  
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The rate of the growth of the GDP of 
developed economies was observed to be 1.39 
per cent, with a standard deviation of 1.86 
(showing the rate of change in it from year 
over year) during the period under study. The 
rate of growth of unemployment of these 
economies was noted down at 8 per cent with 

an average change of 1.04 (standard deviation) 
over the period under the study. The rate of 
growth in unemployment of developed 
economies is significantly higher than the rate 
of its growth (5.91 per cent) in case of 
aggregate world economy. 

 
Table 4(a): Descriptive Statistics 

 

  Mean Std. Deviation N 

GDP growth rate 1.3909 1.86465 11 

unemployment rate 8.0000 1.04019 11 
 

 
Table 4 (b): Correlations 

  GDP growth rate unemployment rate 

Pearson 
Correlation 

GDP growth rate 1.000 -.028 

unemployment rate -.028 1.000 

Sig. (1-tailed) 
GDP growth rate . .467 

unemployment rate .467 . 

N 
GDP growth rate 11 11 

unemployment rate 11 11 
 

 

Table 4 (c): Model Summary 

Mo-
del R 

R 
Square 

Adjusted 
R Square 

Std. Error 
of the 

Estimate 

Change Statistics 
Durbin-
Watson R Square 

Change 
F 

Change df1 df2 
Sig. F 

Change 
1 .0

28 
.001 -.110 1.96472 .001 .007 1 9 .934 1.748 

Predictors: (Constant) Unemployment Rate 
Dependent Variable: GDP Growth Rate  
 
 
The results exposed through the application of 
simple regression, showed that the rate of GDP 
growth (dependent variable) and rate of 
unemployment are negatively correlated to the 
extent of 0.28 (low degree correlation) 
implying thereby that the pace of growth of 
developed economies’ GDP is dogged by the 
unemployment problem and hence requires a 

redressal. The problem explains only one per 
cent of the total GDP of the developed 
economies confirming that it is one of the least 
important problems impacting the performance 
of the economies. The Durbin-Watson test 
(score- 1.745) further conforms the legitimacy 
of the application of the test on the present 
data. 
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Table 4 (d): Coefficients  

 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

Correlations 
Collinearity 

Statistics 

B 
Std. 
Error Beta 

Zero-
order Partial Part 

Toleran
ce VIF 

1 (Constant) 1.798 4.815 
  

.373 .718 -.028 -.028 -.028 1.000 1.00
0 

unemployment 
rate 

-.051 .597 -.028 -.085 .934 
          

Dependent Variable: GDP Growth Rate 
 
 
As far as the East Asian economies are 
concerned, the rate of annual growth of their 
GDP is 7.27 per cent while the growth in the 

rate of their unemployment was formed to be 
4.41 per cent during the period under study.

  
 

Table 5(a): Descriptive Statistics 

  Mean Std. Deviation N 

GDP Growth rate 
7.2727 2.05139 11 

Unemployment Rate 
4.4091 .26251 11 

 
It was further found that the rate of growth in 
GDP (dependent variable) and the rate of 
unemployment are higher and negative 
correlated (k.p. coeff. 0.804) establishing that 
the problem of unemployment is a great 
disturbing factor as far as the growth in GDP is 
concerned and hence, these economies should 
take immediate corrective steps to eradicate the 

problem for boosting the economies. The 
unemployment problem explains 
approximately 65 per cent (R square) of the 
GDP of East Asian countries. The score of 
Durbin-Watson test is 1.071 at 5 per cent 5 per 
cent level of significance and at a degree of 
freedom. 

 

Table 5 (b): Correlations 

  
GDP Growth rate Unemployment Rate 

Pearson 
Correlation 

GDP Growth rate 
1.000 -.804 

Unemployment Rate 
-.804 1.000 

Sig. (1-
tailed) 

GDP Growth rate 
. .001 

Unemployment Rate 
.001 . 

N 

GDP Growth rate 
11 11 

Unemployment Rate 
11 11 
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Table 5(c): Model Summary  

Model R R 
Square 

Adjuste
d R 

Square 

Std. 
Error of 

the 
Estimate 

Change Statistics 
Durbin

-
Watson 

R 
Square 
Change 

F 
Change df1 df2 

Sig. F 
Change 

  
1 .80

4 
.646 .606 1.28703 .646 16.405 1 9 .003 1.071 

Predictors: (Constant) Unemployment Rate 
Dependent Variable: GDP Growth Rate  

Table 5 (d): Coefficients 

Model Un-standardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

Correlations 
Collinearity 

Statistics 

B 
Std. 
Error Beta 

Zero-
order 

Partia
l Part 

Toleranc
e VIF 

1 (Constant) 
34.960 6.847   

5.10
6 

.001           

Unemployme
nt Rate -6.280 1.550 -.804 

-
4.05

0 
.003 -.804 -.804 

-
.804 

1.000 1.000 

Dependent Variable: GDP Growth Rate  
 
The annual rate of the growth of the GDP of 
the South Asian countries was observed to be 
6.68 per cent, to which India is also belonging 
to; the rate of growth in the unemployment 
was found to be the lowest (3.93 per cent) 
among all the economies selected for the study.  
The coefficients of correlation between rate of 
GDP growth and the rate of unemployment 

was found to be negative and very low at 5 per 
cent only (0.051) confirming the fact that the 
problem of unemployment though stops the 
growth of the GDP but not very significantly 
and there are several other factors which come 
first in the way of growth and development of 
the economies before unemployment and 
hence, the need to be resolved prior to it. 

 
Table 6 (a): Descriptive Statistics 

  Mean Std. Deviation N 
GDP Growth Rate 

6.6818 1.38623 11 

Unemployment rate  
3.9273 .09045 11 

 
Table 6 (b):  Correlations 

  
GDP Growth Rate Unemployment rate  

Pearson Correlation 

GDP Growth Rate 
1.000 -.051 

Unemployment rate  -.051 1.000 

Sig. (1-tailed) 

GDP Growth Rate 

. .440 

Unemployment rate  .440 . 

N 

GDP Growth Rate 
11 11 

Unemployment rate  
11 11 
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Table 6 (c): Model Summary 

Model R 
R 

Square 
Adjusted 
R Square 

Std. Error 
of the 

Estimate 

Change Statistics 
Durbin-
Watson 

R 
Square 
Change 

F 
Change 

df1 df2 
Sig. F 

Change 

1 .051 .003 -.108 1.45928 .003 .024 1 9 .881 1.664 

Predictors: (Constant) Unemployment Rate 

Dependent Variable: GDP Growth Rate  

 
Table 6 (d): Coefficients 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

Correlations 
Collinearity 

Statistics 

B 
Std. 
Error Beta 

Zero-
order Partial Part Tolerance VIF 

1 (Constant) 9.780 20.041   .488 .637           

Unemployment 
rate  

-.789 5.102 -.051 -
.155 

.881 -.051 -.051 -
.051 

1.000 1.000 

Dependent Variable: GDP Growth Rate  
 
The unemployment problem only employment 
only explains 0.3 per cent of the total GDP of 
the South Asian economies. The score of 
Durbin-Watson test is 1.664 at 5 per cent level 
of significance and 9 degree of freedom and 
confirms the fulfilment of the pre-condition of 
the application of the test. 
It was observed through the overall analysis 
that the highest rate of growth in GDP was 
recorded in case of East Asian economies (7.27 
per cent) followed by South Asian (6.68 per 
cent), world economy (3.7273 per cent) and 
Developed Economies (1.3909 per cent); but 
on the other hand, the rate of growth in 
unemployment problem was highest in 
Developed Economies (8.0 per cent) followed 
by World Economies (5.91 per cent), East Asia 
(4.41 per cent) and the South Asia (3.93). 

Conclusion 

To conclude it can be said that it is the 
economies of the Developed nations which are 
suffering the most by the recession which 
started from the US in the last quarter of 2007 
and post shocks which arose from the 
European economies (particularly the Greece 
Debt Crisis). The GDP of these economies 
seems to be creeping under a heavy pressure of 
increasing unemployment rate. There is an 
urgent need of corrective steps to be taken by 
them otherwise they may lose their present 
status and can be under serious problems. The 
growth in GDP of East Asian economies is 
wonderful but the main problem before them is 
the increasing unemployment rate having a 

great negative impact on their growth and 
development. Therefore, measures should be 
taken to provide more and more employment 
opportunities to the skilled and capable 
persons. Almost same sort of situation is 
prevailing in south Asian countries and hence, 
the same type of measures are required to be 
adopted. India has already set an example by 
implementing the largest employment 
generating scheme of the world in the name of 
MNREGA. The researchers are of the opinion 
that if the world class bodies like World Bank, 
IMF and UNO, etc. come forward with serious 
plans and procedures and involve efficiently 
and effectively the nation affected economies, 
only then a viable solution, of the Developed 
economies in particular and global economy in 
general, can be had. 
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