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The Big Trade-Off in World of Labor

Workers around the globe are seeing huge, nervekimg changes in their workplaces, but
this realignment will also present significant ogpaities

By Klaus F. Zimmer mann

Many people have long dreamed of becoming lessieldb their workplace. Their vision is to become
freer in managing their various tasks throughoatday. They especially want to be able to betemdl
work and leisure. Others dream of no longer hatendgo monotonous, highly repetitive tasks.

That world is getting ever closer to becoming tgakven so, instead of feeling freed from pastkies,
there is great nervousness all around. The quastipxiously raised now are these: Will we run dut o
work? More specifically, will there be a job for nimethe future?

Remarkably, these worries actually unite much efwlorld, developed and developing.

After all, this is a time when the focus even inr@s manufacturing sector is on installing massive
amounts of industrial robots. Part of the reasdhasthe size of the country's labor force — ldmgsource
of existential worries in the Western world abosgembly jobs being shipped to China — has peaked.

If anyone needed a wake-up call about how muchvtirld, as we know it, is changing, consider this:
China betting its future on robots is certainly atbiine starkest signal imaginable.

Labor market pressures are also felt elsewherdadia, soon to be the world's most populous nateey
10 million new jobs are needed each year — juhtbemployment for new labor market entrants.

And all around the globe, university graduates -ethr in "rich” countries or developing ones — fihdt
their academic degree alone is no guarantee fonget job.

Meanwhile, robots don't threaten just assemblyjbibs in the manufacturing sector. So-called servic
robots and computerization are bound to take atod range of occupations — from airline pilotd &mck
drivers to surgeons and cooks.

Even the military, long a source of steady emplaynfier young men across all skills levels, fronrtlome
ground troops to fighter pilots, is changing. Iseegun to rely much more on robots, from unmanned
fighter vehicles and aircraft to cyber-defenseslaoub defusing rovers.

At present, there is much techno-hype and muchtgatiobia when it comes to robots and automation.
And we still need to work out many practicalities @ther side of that divide. For example, theee ar
sweeping visions of a world of autonomous, driv&slears.

If you have ever been stuck in traffic for hourgrareled long distances, that sounds like a gdeat.
Until you read reports that, freed from the steggmrineel and a strict forward orientation inside ¢he,
drivers and passengers may experience motion sEisk@g until you hear about the vexingly complex
implications for the insurance industry.



True as well that services like Uber usher in aldvof independent operator entrepreneurs. | hage se
quite a few graduate students in the U.S. feelitigred because they can generate income from being
Uber drivers on weekends and evenings.

But creating more flexibility, and potentially valufor customers and drivers alike does not yedltex
world of new wealth. Some of the smartest thinkerte field — and long-time techno-optimists — now
worry that the basic promise of creating "more weuwlith less labor" does have a negative impact on
employment.

The best evidence we have collected so far pamegative employment effect for low-skilled anslaal
some middle-skilled workers. However, Oxford Unaigr researchers forecast that, within 20 years, as
many as half of all jobs could be affected. Thidudes quite a few job categories that are widely
considered to require high skill levels. To guiaddigymaking, we will clearly need to track these
developments carefully.

Change is always unnerving. And while the precisgps of the future is uncertain, we know about some
key shifts. Lifelong employment by one firm and ef¥ermal employment contracts will become rarentha
they were over the past three-quarters of a certititgast in developed countries.

More "informality” in work arrangements — long catesed a phenomenon mostly affecting developing
countries — is also taking hold in developed caastit is, in fact, becoming a great leveler glgba

A future marked by less formal work relationshipslaes a core feature that many people in rich ciegnt
have taken for granted. This trend also runs codaterhat many people in developing economies arg v
much striving for.

The net effect of this global trend is that, ordnak, the risks associated with work are translarmere to
individuals.

That is no news whatsoever to many societies amdvbrwhelming part of the world population,
especially in the developing world. There are pdabat rarely ever had any dependable labor piotect
or social safety nets to begin with.

As far as the developed world is concerned, soroietses are better prepared for the shift to rekéaon
oneself — to a world of individual risk-taking -athothers. In particular, the social model of thrtéd
States has — for good or ill — always put more amszhon the individual when it comes to absorbing
financial and economic risks related to one's erist.

This implies that the mental shift required will bh@rder on Europeans. They are much more accusttmmed
society as a whole, rather than the individualpdliag existential risks.

Here then is the key conundrum: To a consideradjgees, the "new economy” gives people what they
have asked for. There are fewer hierarchies, niexéflity and more goal orientation. The ability &ct in
a more entrepreneurial fashion is in demand, as@mpensation model based on results, not jutiinen

put in.

But this gain in flexibility comes at a cost. Theykissue is to make sure that this brave new wairldbor
will not lead to a wholesale shift of risk takingiay from firms (and capital) to the individual.

The best guess that labor economists can makesatiticture is not that there will be less worktha, it
is that work will take on different forms from tlb@es many people in the developed world have been
accustomed to for a century or so.

Important innovations are required, such as finditgge portable ways of social insurance that ateied
to longtime employment in one firm. At the samesdjreafeguards need to be in place to protect
individuals' retirement savings against extremengwiin financial markets.



As this new world of labor emerges, we can obsgsv@herent dialectics. On the one hand, smartplon
help us overcome the formal separation of work'ataly." On the other hand, we now take our work
home, quite literally, in our pocket.

As a result, the proverbial 9 to 5 world is rapidlgappearing. That can actually be liberatinggiaite a
few people, who need more flexible schedules, gholymothers who work. And, over time, it shouldcal
lead to a de-clogging of our traffic arteries, las twice daily madness of "rush hour" becomesdéss
issue in the world's cities.

This shift to more flexible work patterns also ¢esanew challenges. Flexible work can be too
unpredictable to reliably schedule other activjtesch as hard-to-get medical appointments, oictoyp
additional hours working on another job elsewhere.

For still others, this flexibility means, in effethat the dividing line between work and leisuneetis
erased. That can generate considerable stress. Maasicans, accustomed to working long hours in the
office or workplace already, have experienced pllines of work and leisure for decades. For other
countries, this might come as a sudden shock teytstem.

The positives and negatives of the changing wodefand workplace will need to be balanced carefully
and smartly. We should be confident in tackling taak. After all, the world's economies have gtegp
with far larger changes — and the social stresséslsruptions they have brought — in the past.

One need only look back a century and a quartet@find extensive public fretting — from literaguand
philosophy to political speeches — about what theeat of widespread industrialization, mechanizatio
and electrification might mean for society.

The transformations of past eras — particularlynioere of many millions of people from the fieldsthe
cities — were indeed earth shaking. But the rega#t dramatically improved standards of living aridex
prosperity. Society adjusted to a "new normal" Biedbecame better than it had been for the milion
living on the brink of famine.

The coming changes will provide opportunities wert even imagine. To get there, developing
economies will have to continue their transformagiovhile the economies of Europe and North America
will have to adjust to changed realities.

The main news is that this time we, as humanitil,allibe in this realignment together, whereverlive.
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