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The big trade-off in the world of labour

By KLAUS F. ZIMMERMANN
FOR THE STRAITS TIMES

ANY people have long dreamed of be-

coming less chained to their work-

place. Their vision is to become freer

in managing their various tasks

throughout the day. They especially
want to be able to better blend work and leisure.
Others dream of no longer having to do monoto-
nous, highly repetitive tasks.

That world is getting ever closer to becoming re-
ality. Even so, instead of feeling freed from past
shackles, there is great nervousness all around. The
questions anxiously raised now are these: Will we
run out of work? More specifically, will there be a
job for me in the future?

Remarkably, these worries actually unite much
of the world, developed and developing. After all,
this is a time when the focus even in China’s manu-
facturing sector is on installing massive amounts of
industrial robots. Part of the reason is that the size
of China’s labour force - long the source of existen-
tial worries in the Western world about assembly
jobs being shipped to China — has peaked.

If anyone needed a wake-up call about how
much the world, as we know it, is changing, consid-
er this: China betting its future on robots is certain-
ly about the starkest signal imaginable.

Labour market pressures are also felt elsewhere.
In India, soon to be the world’s most populous na-
tion, over 10 million new jobs are needed each year
- just to find employment for new labour market en-
trants. And all around the globe, university gradu-
ates — whether in “rich” countries or developing
ones — find that their academic degree alone is no
guarantee for getting a job.

Meanwhile, robots don’t threaten just assem-
bly-line jobs in the manufacturing sector. So-called
service robots and computerisation are bound to
take a toll on a range of occupations — from airline
pilots and lorry drivers to surgeons and cooks.

Even the military, long a source of steady em-
ployment for young men across all skill levels, from
front-line ground troops to fighter pilots, is chang-
ing. It has begun to rely much more on robots, from
unmanned fighter vehicles and aircraft to cyber-de-
fences and bomb-defusing rovers.

Transfer of work risks

AT PRESENT, there is much techno-hype and
much techno-phobia when it comes to robots and
automation. And we still need to work out many
practicalities on either side of that divide. For exam-
ple, there are sweeping visions of a world of autono-
mous, driverless cars.

If you have ever been stuck in traffic for hours or
travelled long distances, that sounds like a great
idea. Until you
read reports
that, freed from
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Uber usher in a
world of inde-
pendent-opera-
tor entrepreneurs. I have seen quite a few graduate
students in the United States feeling relieved be-
cause they can generate income from being Uber
drivers on weekends and evenings. But creating
more flexibility, and potentially value, for custom-
ers and drivers alike does not yet herald a world of
new wealth. Some of the smartest thinkers in the
field — and long-time techno-optimists - now wor-
ry that the basic promise of creating “more wealth
with less labour” does have a negative impact on
employment.

The best evidence we have collected so far
points to negative employment effect for
low-skilled and also some middle-skilled workers.

However, Oxford University researchers fore-
cast that within 20 years, as many as half of all jobs
could be affected. This includes quite a few job cate-
gories that are widely considered to require high
skill levels. To guide policymaking, we will clearly
need to track these developments carefully.

Change is always unnerving. And while the pre-
cise shape of the future is uncertain, we know
about some key shifts. Lifelong employment by one
firm and even formal employment contracts will be-
come rarer than they were over the past three quar-
ters of a century (at least in developed countries).

More “informality” in work arrangements — long
considered a phenomenon mostly affecting develop-
ing countries — is also taking hold in developed
countries. It is, in fact, becoming a great leveller glo-
bally. A future marked by less formal work relation-
ships undoes a core feature that many people in
rich countries have taken for granted. This trend al-
so runs counter to what many people in developing
economies are very much striving for. The net ef-
fect of this global trend is that, on balance, the risks
associated with work are transferred more to indi-
viduals.

That is no news whatsoever to many societies
and the overwhelming part of the world population,
especially in the developing world. There are places
that rarely ever had any dependable labour protec-
tions or social safety nets to begin with. As far as
the developed world is concerned, some societies
are better prepared for the shift to reliance on one-
self - to a world of individual risk-taking - than
others.

In particular, the social model of the United
States has - for good or ill — always put more em-
phasis on the individual when it comes to absorbing
financial and economic risks related to one’s exist-
ence. This implies that the mental shift required
will be harder on Europeans. They are much more
accustomed to society as a whole, rather than the in-
dividual, absorbing existential risks.

Flexibility at a cost

HERE then is the key conundrum: To a considerable
degree, the “new economy” gives people what they
have asked for. There are fewer hierarchies, more flex-
ibility and more goal orientation. The ability to act in
a more entrepreneurial fashion is in demand, as is a
compensation model based on results, not just on
time put in. But this gain comes at a cost. The key is-
sue is to make sure that this brave new world of la-
bour will not lead to a wholesale shift of risk-taking
away from firms (and capital) to the individual.

The best guess which labour economists can make
at this juncture is not that there will be less work.
Rather, it is that work will take on different forms
from the ones many people in the developed world
have been accustomed to for a century or so.

Important innovations are required, such as find-
ing more portable ways of social insurance that are
not tied to long-time employment in one firm. At the
same time, safeguards need to be in place to protect
individuals’ retirement savings against extreme
swings in financial markets.

As this new world of labour emerges, we can ob-
serve its inherent dialectics. On the one hand, smart-

phones help us overcome the formal separation of
work and “play”. 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 rapidly
disappearing. That can actually be liberating for quite
a few people who need more flexible schedules, in-
cluding mothers who work. And, over time, it should
also lead to a de-clogging of our traffic arteries as the
twice-daily madness of “rush hour” becomes less of
an issue in the world’s cities.

This shift to more flexible work patterns also cre-
ates new challenges. Flexible work can be too unpre-
dictable to reliably schedule other activities, such as
hard-to-get medical appointments, or to pick up addi-
tional hours working on another job elsewhere. For
still others, this flexibility means, in effect, that the
dividing line between work and leisure time is erased.
That can generate considerable stress. Many Ameri-
cans, accustomed to working long hours in the office
or workplace already, have experienced blurry lines
of work and leisure for decades. For other countries,
this might come as a sudden shock to the system.

The positives and negatives of the changing work-
force and workplace will need to be balanced careful-
ly and smartly. We should be confident in tackling

that task. After all, the world’s economies have grap-
pled with far larger changes — and the social stresses
and disruptions they have brought - in the past.

One need only look back a century and a quarter to
find extensive public fretting — from literature and
philosophy to political speeches — about what the ad-
vent of widespread industrialisation, mechanisation
and electrification might mean for society.

The transformations of past eras — particularly the
move of many millions of people from the fields to
the cities — were indeed earth-shaking. But the result
was dramatically improved standards of living and
wider prosperity. And society adjusted to a “new nor-
mal” and life became better than it had been for the
millions living on the brink of famine.

The coming changes will provide opportunities we
cannot even imagine. To get there, developing econo-
mies will have to continue their transformations,
while the economies of Europe and North America
will have to adjust to changed realities. The main
news is that this time we, as humanity, will all be in
this realignment together, wherever we live.

(~ stopinion@sph.com.sg
The writer is a director at the Institute for the Study of Labour
(IZA) in Germany and the editor-in-chief of 1ZA World Of Labour.
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