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Dedication

To the many workers in or previously from Michigan
who have suffered through
structural unemployment for over three decades.
There are reasons for this other than
those that you have generally heard.
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1
Introduction

To somewhat alter a phrase from Karl Marx and Friedrich
Engels, “A specter is haunting advanced industrial countries
and it is structural unemployment.” In Europe, Spain and
Greece are facing unemployment rates over 25 percent. The
decline in jobs that comes and goes with the economic ups-
and downs of the business cycle — cyclical unemployment — is
being supplanted by more permanent and disrupting unem-
ployment that threatens the working and middle classes. A
2012 Pew survey of 1,297 Americans says that in the preced-
ing fifteen years, the middle class had “shrunk in size, fallen
backward in income and wealth, and shed some — but by no
means all — of its characteristic faith in the future” (Pew,
2012:1). Michael Gibbs says that the American “middle class
is on the verge of extinction” (2010:B8). The economic recov-
ery after 2001 was unusually weak in providing employment,
and since 2004, observers have been increasingly talking
about “jobless recoveries”— when an economy experiences
growth in GDP while employment stagnates. While the stock
market has recovered from the “great recession” of 2008,
employment has not. This collapse was considered to be cycli-
cal by many, but much of this landslide of unemployment is
clearly structural. The recovery of profits and corporate per-
formance has not resurrected the job market.

Structural unemployment and futile job searches are
common, and the most recent generation of young job seekers
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is being called “the Recession Generation” or “Generation
R.” There are two versions of Generation R: underworked
20-somethings cannot get their first job and live at home, and
overworked 20-somethings hang on to their jobs but have to
do twice as much work because employers have cut their
workforce to the bone (Schott, 2010; Godofsky et al., 2010;
Newman, 1999, 2012). In response to these jobless recover-
ies, this book explains the four causes of structural unemploy-
ment and rising inequality, and then proposes policies to
alleviate joblessness.

In our view, the four causes of structural unemployment
and downward mobility are diverse and not commonly put
together in the same breath. First, the most discussed features
of unemployment come from “skill mismatches” caused by
the shift from manufacturing to service jobs. Blue-collar skills
are a poor fit with white-collar or service jobs. But there is
more going on here than a simple need for retraining. Second,
corporate offshoring in search of lower wages has moved
large numbers of jobs to China, India, and other countries,
and this has decimated manufacturing and some white-collar
jobs. Offshoring requires massive amounts of direct foreign
investment and a consulting industry that backs it up. It is
especially caused by two corporate forms of lean production.
Third, technology in the form of containerships, computers,
and automation has replaced many jobs. The web has devas-
tated jobs in newspapers, magazines, the postal service, and
travel agencies. The internet also aids offshoring because it
allows people to do information-intensive jobs from any-
where in the world. Automation and robotics reduce jobs on
assembly lines throughout the world, and create only a few
more jobs in designing and maintaining equipment. And
although information technology also leads to new jobs, it
does not produce enough jobs in the short term to balance
the losses. Fourth, instability in global finance creates pres-
sures for offshoring and makes recessions more frequent and
longer. This intensifies the previous three factors by causing
downturns that become structural as they increase the dura-
tion of unemployment. In sum, new jobs emerge in less-
developed countries (LDCs), but these four forces destroy
jobs in advanced industrialized countries with an instantane-
ous, worldwide system of communication.
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Economic, Political Economy and
Institutional Explanations

There are some differences between the way we use the term
“structural unemployment™ and the way economists gener-
ally use it. We take a macro-sociological approach based on
a critical view of political economy. The strength of the eco-
nomic approach is the creation of a tightly linked theory with
a narrow focus on a limited number of variables. In a sense,
most economic analyses of unemployment are generally
limited to job vacancies, inflation, and economic growth,
sometimes adding investment (especially when they move to
explaining growth rather than jobs) (Daly et al., 2012;
Acemoglu, 2009). The results seem to be tightly focused on
mismatch — the first of our four explanations. While this
explanation has some validity, sole reliance on it often leads
to “blaming the victim” — it’s the unemployed workers’ fault
that they have not retrained or chosen a better occupation.
As a result, this approach has little to say about outsourcing, -
offshoring, ancillary technologies, and the detrimental effects
of financialization on unemployment.'

Our wider view of structural unemployment builds on
some of the mismatch analysis, but focuses more on the
conflict between denationalized transnational corporations
and employees in advanced industrialized countries (AICs).
This is partially a class-conflict approach using elite or neo-
Marxist theory with offshore-based profit taking, and an
institutional or Weberian analysis of multination states strug-
gling to maintain control of corporations and protect their
citizens in a global economic environment. As one can see,
the economic results of the last few decades have favored
transnational corporations, with their high profits, and the
upper classes getting a historically high proportion of income
and especially wealth (Goldstein, 2012). Former middle-class
citizens have suffered greater unemployment and then a
downward shift to lower-paid jobs. In some ways a new
social contract is in the initial stages of being forged, with the
powerful transnational corporations having the upper hand
at this point. This is why explanations that do not use a wider
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lens — focusing on financialization, the declining middle class,
growing inequality, and transnational corporations — are
quite myopic. We will discuss economic studies that we
believe show that a structural shift has occurred, but our
explanations will be much broader than most of these
analyses. For instance, in the aftermath of the recession of
2008, Daly et al. say that “a better understanding of the
determinants of job creation in the aftermath of recession is
crucial™ (2012:24). Thus, our intent is to explain unemploy-
ment with three additional arguments involving a panorama
of American workers in a new and complex division of labor.

In the next sections we discuss (1) the definitions, levels,
and types of unemployment, with a focus on structural unem-
ployment, including the Beveridge and Phillips curves, the
duration of unemployment, and the stigma involved in current
increases in the duration of unemployment; (2) the impact of
unemployment on inequality, which starts with unemploy-
ment and leads to decreasing one’s expectations of work to
the lower-level segments of the labor market; and (3) the four
factors that cause structural unemployment — the shift to
service jobs and skill mismatches, outsourcing and offshor-
“ing, new technologies, and structural financialization — which
is the main focus of this book; and we end with (4) our gov-
ernmental policy recommendations to alleviate structural
unemployment.

Definitions, Levels, and Types
of Unemployment

Unemployment is generally defined as the number of persons
who are ready and willing to work who cannot find a job.
The unemployment rate consists of those persons who are
unemployed divided by the total labor force, which includes
the unemployed. It is important to note that if a person is not
ready and willing to work, which means that they are not
actively searching for a job, then that person is considered to
be out of the labor force and is therefore neither employed
nor unemployed. These “discouraged workers” are removed
from the unemployment figures and the overall labor force.



