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To: US Secretary of Labor Ed Hugler 

From: Rachel Ferrari 

Date: Spring 2017 

Re: Job Automation and Technological Unemployment 

  

I. History and Background 

 From 1962 to 2005, the steel workforce shrank by 75%, meaning that 400,000 people lost 

their jobs (Miller). This was not an isolated incident, and it came about as an inevitable 

consequence of innovation known as “technological unemployment.” The term was coined by 

John Maynard Keynes in the 1930s (“Future of Jobs”), so clearly this is not a new phenomenon, 

but it certainly is one that has since risen in urgency and potential for devastating consequences. 

In the last several decades alone, the use of technology has expanded rapidly, leading to 

great leaps in production efficiency in a very short period of time. The effect on labor has been 

twofold: first, higher productivity meant that many workers became superfluous and were 

therefore cut. For example, like the steel industry, the coal mining workforce shrunk by 59% 

from 1980 to 2015, but its average worker productivity rose by 225% and total output rose by 

8% over the same time period (Saha). Usually there is a direct relationship between workforce 

size and output, but in this case, higher productivity meant that the number of necessary workers 

was drastically reduced. 

Then, the market began shifting away from traditional industries altogether, towards 

newer technology-related jobs. This trend has permeated nearly every corner of the market, 

hitting heavy industries particularly hard (Saha). As a result, the excess of labor has led to 

shuttered jobs, staggering regional unemployment, and uncertainty about the future of the labor 

market.  

 Another compounding issue is polarization of the labor market, where many middle class 

jobs disappear and are instead replaced by low-skill service jobs (Autor and Dorn 1555). 

Startlingly, it has been found that “though among the least educated and lowest paid categories 

of employment, the share of US labor hours in service occupations grew by 30 percent between 

1980 and 2005” (Autor and Dorn 1555). In other words, a quantifiably higher amount of labor is 
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going to menial, low-paying employment now that job automation has taken over and decimated 

the more valuable work from previous generations. 

 All of these effects are evident in places like McDowell County, West Virginia, which 

has faced extreme poverty and high unemployment as a result of the loss of coal mining jobs that 

the local economy used to depend on (Levine). This particular county struggles with drug abuse, 

low life expectancy rates, and dismal living conditions (Levine), showing a correlation between 

economic struggle and serious social implications. These issues must be addressed soon, as job 

automation is only going to spread and get worse. 

 

II. Potential Solutions 

Barriers to Trade 

One potential solution is the enactment of tariffs and other trade barriers in order to shield 

US industries--and therefore jobs-- from competitive foreign firms. This kind of policy would 

ideally keep out products from rivals; that way, US companies would not face as much economic 

pressure to automate jobs, and unemployment would hopefully decrease. This policy has quite a 

bit of support from the people who are directly affected by it; namely, the overwhelmingly 

conservative coal miners and steelworkers of the Rust Belt who feel that protectionist policies 

can help bring back jobs (Levine). However, there are several drawbacks to this policy.  

First of all, it would be difficult to work out politically and internationally due to the 

US’s ongoing involvement in free trade deals and other commitments. Even if they could be 

bypassed, it would probably not be worth the effort. The policy may appear to help at first, but it 

would sacrifice long-term growth for short-term gain. Adam Smith’s Invisible Hand of the 

Market theory dictates that consumer dollars drive economic development and that the losers 

eventually go bankrupt (Smith). Protecting noncompetitive industries in the US for the sake of 

retaining jobs would be harmful and antithetical to the goal of innovation, as it is near impossible 

to sustain an obsolete industry. The fight against creative destruction is one that the United States 

cannot win, no matter how hard it tries, and tariffs would only prolong the issue and cripple the 

economy by allowing it to sink into complacency. As soon as they were lifted, the industry 

would not be able to keep up with foreign companies, and would fail anyway. Therefore, trade 

barriers are simply a way of dragging out the inevitable. 
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On a side note, trade barriers might protect American companies from foreign 

competitors, but they would not do anything about technological competition between companies 

inside the US or companies simply looking to cut down on wage costs. In that way, companies 

will still find a way and a reason to automate work. 

   

Subsidized Job Retraining 

The goal of job retraining programs is to allow workers with unmarketable skills to learn 

a new skill or trade that would help them find employment again. There are several benefits to 

this policy, including the fact that it shifts members of the workforce to where the labor is 

actually needed, like technical jobs, and helps workers whose skills have become 

obsolete/unneeded. Overall, it would ideally lead to lower unemployment, since people would be 

able to find fulfilling work. In addition, similar proposals in the past have seen bipartisan support 

(Lowrey). There has also been precedent with similar projects in the past, such as Franklin D. 

Roosevelt’s Civilian Conservation Corps under the New Deal, which created jobs for young men 

during the Great Depression (Heller 439-440). 

One issue would be the question of paying for such a large and expensive policy. It 

would probably require a large investment of tax dollars, and the Department of Labor would 

most likely have to take on the responsibility of creating and carrying out such a program. There 

is also uncertainty as to how effective this policy would be. Smaller programs in the past have 

had mixed results, with one 2011 study finding that “businesses have kept on just 1 in 4 of the 

23,000 workers who have completed on-the-job training” (Lowrey). Another issue is that some 

workers, both Democrats and Republicans, see job training as an ineffective old idea and don’t 

want to change careers (Margolis). To make any kind of a difference, an elective program like 

this would need widespread support from the target population it aims to help. What’s more, 

there are different types of unemployment, and job retraining programs would probably not be 

very effective at fighting cyclical unemployment, because “Retraining might change who gets a 

job, but it does not change how many jobs there are” (Lowrey). Clearly, job retraining programs 

would have to overcome several obstacles in order to become widespread enough and successful 

enough to actually make a difference, and even then, there would always be some persistent 

unemployment. 
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Stronger Unions, Higher Minimum Wage 

 On the other hand, there is the suggestion to strengthen the unions and raise the minimum 

wage. One benefit is that a higher minimum wage would move closer to a living wage, but it 

falls flat as a complete solution to job automation.  

For example, simple economics states that there tends to be a tradeoff between wage 

level and employment; the higher the wage, the fewer employees that can be hired. So a higher 

minimum wage would help those who have jobs but do nothing for those who don’t, and it 

would even hurt their chances of getting a job in the first place. 

In fact, it might even encourage further automation, like when the CEO of McDonalds 

promised to invest in more self-serving kiosks to replace employees after the “Fight for $15” 

campaign demanded a $15/hr minimum wage (Rensi). Obviously, this achieved exactly the 

opposite of the campaign’s goal. Therefore, a higher minimum wage could force the hand of the 

market in moving to automation even quicker and more extensively. 

 

Universal Basic Income 

A bit more radical and ambitious solution would be to institute a universal basic income, 

which is the idea that government should pay a stipend to all of its citizens, regardless of whether 

or not they work (Worstall). It has been hypothesized as a potential solution for an extreme 

situation where every job is automated and there is simply no need for human labor anymore. 

Without some form of universal basic income, inequality would likely increase dramatically in 

the future as the super rich would own all of the means of production and everyone else would 

have nothing. Universal basic income has never been put into use officially, but it is being tested 

in places like the Netherlands, India, and Finland (Worstall). This is good, because by the time it 

would actually be necessary, society will know more about how it works, and may have a way to 

utilize a form of it in reality.  

Of course, the downfalls to universal basic income are almost insurmountable. It’s 

unrealistic both logistically and politically, as some would argue that people who were paid a 

basic income would never work again, and any attempt to institute the policy in the US would 

undoubtedly lead to a mountain of backlash. 

For those reasons, universal basic income is the unlikeliest of all of the options, so it 

should probably not be attempted in the United States. However, it does raise important  
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questions about a thought-provoking dystopian situation and offer some ideas that could be used 

to formulate a more realistic policy in the future. 

 

III. Conclusion 

After analyzing all of the aforementioned policy options, it is clear that the most effective 

and realistic policy solutions would probably be a mix of subsidized job retraining programs and 

a slightly higher minimum wage. Together, these would allow the supply of labor to be adjusted 

according to what the market needs, while also helping to support people working minimum 

wage jobs while they switch careers or develop new skills. Attempting to institute protectionist 

trade policies would hurt the competitiveness of the US economy while also holding back 

innovation. A universal basic income is not a realistic solution at the current moment, and would 

require a huge restructuring of the role of the government. No matter what policy is chosen, the 

US must act fast to stop the hemorrhaging of American jobs and the suffering of the people 

caught up in the problem.  
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