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    Chapter 1   
 Friction = Jobs       

                  The Problem of Technological Unemployment 

 No issue has been more on the minds of Americans in the twenty-fi rst century than 
the economy, and more specifi cally, that of jobs and unemployment. As is shown in 
the U.S. Gallup Poll data in Fig.  1.1  (Gallup  2014 ), the economy and jobs are the 
top issue, with no other issue even close in importance. Some aspects of the econ-
omy are doing rather well: fi nancial markets continue to ascend to high levels, with 
the Dow Jones Industrial Average reaching record levels, surpassing 18,000 at the 
time of this writing in February of 2015, versus fewer than 8000 in 2009 during the 
recession. Why are the stock market and other fi nancial indices rising while wages 
are falling, lowering the average person’s standard of living? The answer is clear, 
but not very well known: accelerating advancements in technology continue to 
provide greater benefi t for businesses to invest in capital rather than labor.

   This issue of technological acceleration and its adverse impact on labor is nothing 
new; at the onset of the Great Depression of 1929, John Maynard Keynes wrote an 
essay titled, “Economic Possibilities for our Grandchildren” to address this eco-
nomic imbalance that he considered only a “temporary maladjustment.” To Keynes, 
the problem “of our discovery of means of economising the use of labour (is) out-
running the pace at which we can fi nd new uses for labour”, which led to “a new 
disease of which some readers may not yet have heard the name, but of which they 
will a great deal in years to come—namely,  technological unemployment  (Keynes 
 1963 )”. Keynes began writing this essay prior to the start of the Great Depression in 
1929, noting an “economic problem” caused by technological change and economic 
structural instabilities. At the time, there was a path of technological innovation 
without an ample economic structure to lead to stability in market activities that was 
a major reason leading for the 1929 Crash. Through the proper use of policy, Keynes 
believed that a new economic structure could lead to a future (that of his grandchildren, 
who are us) where technology would be the solution, not cause of the  economic 
problem . The economic possibilities for us, Keynes’ grandchildren, would be a sce-
nario “when these needs are satisfi ed in a sense that we prefer to devote our energies 


