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Structural unemployment occurs when workers’ skills do not match the requirements of available jobs due to

changes in the economy, technology, or industry structure. Its main causes include automation, globalization, and a
decline in traditional industries, which make certain skills outdated. It leads to long-term unemployment, income
inequality, and slower economic growth. It can be reduced through skill development programs, education reforms,

reskilling initiatives, and government policies that promote job creation in emerging sectors.

About Structural Unemployment

e Structural unemployment is a type of long-term unemployment that occurs when there is a mismatch
between the skills of workers and the needs of the job market. It happens when the structure of the economy
changes due to factors like new technology, changes in demand, or shifts in industries. Because of this
mismatch, people may find it difficult to get jobs even when there are vacancies available.

e This kind of unemployment is usually persistent and not easy to reduce quickly. It can also increase the

natural rate of unemployment in an economy. However, it does not always mean that the economy is doing

Page 1 of 3



badly, as it can happen even during periods of economic growth when industries are changing or
modernizing.

e For example, if a warehouse replaces manual workers with machines or robots, only those workers who know
how to operate the machines will be needed. Others may lose their jobs because their skills are no longer

relevant. This is a clear case of structural unemployment.

Also Read: Seasonal Unemployment

Structural Unemployment Causes

Structural unemployment can occur due to several reasons:

e Technological changes: The use of advanced technologies like automation, artificial intelligence, and data
analytics can make certain jobs unnecessary, leading to job loss.

e Changing demand for skills: As industries grow and evolve, they require more skilled workers. People
without the required skills may find it difficult to get jobs.

¢ Globalization: Companies may shift their operations to other countries where labor is cheaper. This can
lead to job losses in the original location.

e Decline of certain industries: Some industries may shrink or disappear over time, such as traditional
manufacturing, leading to unemployment for workers in those sectors.

e Geographical immobility: People may not be willing or able to move to places where jobs are available,
which can increase unemployment in certain regions.

¢ Institutional factors: Rigid labor laws, lack of proper employment services, and poor access to information

about jobs can also contribute to structural unemployment.

Also Read: Types of Unemployment

Structural Unemployment Effects

Structural unemployment has wide-ranging effects on individuals, society, and the overall economy.

e Firstly, it leads to long-term unemployment. Since workers’ skills do not match current job requirements,
they may remain unemployed for a long time. Over time, their existing skills may become outdated, making
it even harder to find work.

e Secondly, it causes a loss of income and financial instability. Unemployed individuals struggle to
meet daily expenses, which lowers their standard of living and can push families towards poverty.

e Thirdly, it results in wastage of human resources. When capable people are unable to find suitable
jobs, their potential is not fully used, which reduces the overall productivity of the economy.

e Another important effect is increased inequality. Skilled workers who can adapt to changes benefit
more, while unskilled or less-educated workers are left behind, widening the gap between different sections
of society.

¢ It also creates social and psychological problems. Long-term unemployment can lead to stress,

frustration, loss of confidence, and even social issues like crime or migration in search of work.
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Finally, structural unemployment can slow down economic growth. When a large number of people
are unemployed, overall demand in the economy decreases, which can negatively affect production and

development in the long run.

Measures to Reduce Structural Unemployment

To reduce structural unemployment, several steps can be taken:

Skill development and training: Providing education and training programs helps workers learn new skills
that match current job requirements.

Government support and incentives: Governments can encourage companies to create jobs, especially
in less developed or high-unemployment areas, through subsidies and incentives.

Promoting mobility: Encouraging people to move to areas where jobs are available can help reduce
regional unemployment.

Encouraging lifelong learning: Workers should continuously update their skills to keep up with changing
job demands.

Regional development policies: Investment in backward or underdeveloped areas can generate local
employment.

Balancing welfare policies: While unemployment benefits are important, they should be designed in a way

that also motivates people to actively seek jobs.
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