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Future of work — Facing multiple challenges

Advancing social justice, promoting decent work

New technologies and forms of work...

...amidst rapidly ageing populations...

...and the need to green our economies...

...while recovering from a pandemic-induced
recession...

...against the background of heightened
uncertainty and geo-political risks

» ilo.org
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Who forgets the past is doomed to repeat it

4 waves of labour market dynamics since 1945...

2008-2022
Age of crisis

. 1990-2008 Productivity stagnation

‘1975-1990

The consumer society

Differentiation of
individual and social
needs

‘1945—1975

Reconstruction Expansion of the social

. welfare state
Strong collective

representation

Establishing
fundamental rights
at work

Advancing social justice, promoting decent work

The rise of the rest o ]
Crisis clustering

Global labour supply .
shock Public sector overreach
and political polarization

Reduction in global
poverty

Jobs-focused policy
agenda

Post 2022
Future of work:

An age of uncertainty
and shortage

A new Social Contract

A “workers’ paradise”?

Resilience as a new
policy paradigm

...and the need for a new labour market paradigm
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Labour market deficits remain large...especially outside the OECD

Figure 3. Change in hours worked relative to 2019 Q4, by country income group (percentage)
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2021 2022

mmm Low-income s Lower-middle-income s Upper-middle-income e High-income
Note: Estimates up to 2022 Q1 are based on the ILO nowcasting model; estimates based on the projection model are depicted as

adashed line.

Source: ILOSTAT database, ILO modelled estimates.
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Bl Working-hour deficit, FTE (48 hours) [ Employment deficit [l Labour force deficit

Note: The deficit represents the additional FTE of hours worked (at 48 hours per week), employment or labour
force that would exist if the respective ratios to the population aged 15-64 were at the levels of the fourth quarter
of 2019 (hours worked) or of the year 2019 (employment and the labour force).

Source: Authors’ calculations based on ILOSTAT, ILO modelled estimates, November 2021.
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Labour market shortages started
to appear....

Many companies started to experience
difficulties to (re-)hire workers

Labour supply still down...partly due to health-
related reasons

But an ageing population will worsen talent
shortages

Advancing social justice, promoting decent work

Figure 11. Changes in labour market tightness and contributions by component, latest period avallable
(selected countries, October 2021-March 2022)
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Mote: Australia, Cyprus, lceland and Malaysla not shown for visualization purposes, as they present very large values. Comparison of
latest data with the same reference pericd (quarter or month)in 20012, Countries indicated by the 150 three-digic oode: AUT - Austria,

BEL - Belglum, BGR - Bulgaria, CAM - Canada, HRV - Croatia, C2E - Czechia, EST - Estonla, FIN - Finland, FRA - France, DEU - Germany,
GRC - Greece, HKG - Homg Kong (China), HUM - Hungary, IRL - Ireland, IS8 - [srael, ITA - [taly, |PN - Japan, LvA - Latvla, LTU - Lithuanda,
LUK - Luxembourg, MLT - Malta, NLD - Netherlands, MZL - Mew Zealand, MED - North Macedonla, MOR - Norway, POL - Poland,

PRT - Portugal, ROU - Romanda, SVE - Slovakia, VN - Slovenia, ESP - Spain, SWE - Sweden, CHE - Switzerland, GER - United Kingdom,
US4 - United States. The change in labour market tighmess can be decomposed into the contribution of rising vacancles, the contibution
of declining unemployment, and the iInteraction between the two (which is not shown inthe graph due to its smaller magnitude). At the
country level these three terms will add up exactly to the change in labour market tghtness, See Technlcal annes 3 for more detalls.

Sources; ILOSTAT database, EUROSTAT, Trading Economics, Statistics Canada and UK's Office of National Statstics.
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...and are unlikely to disappear

Talent shortages world-wide Skill projections until 2025
100
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income income
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Globalization no longer a driver of progress and exchange

Economic and financial globalisation Social and informational globalisation
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Financial globalisation Trade globalisation = |nformational globalisation Social globalisation Inter-personal globalisation
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> Productivity growth continues to slow...

- - - - - - - -
Global productivity has disappointed.... ...despite an acceleration in new technologies
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...as most tech applications are concentrated in only few domains...
...with limited economy-wide benefits

| Iag;ggigfggs E-commerce and B2B applications with limited
Medica o . -
applications "} "9 Computing Impact on productivity

6%
Leisure, gaming
2%

24%

High and rising entry barriers to app
development

FinTech
11%

Lack of access to data/algos

RisIing energy costs
EdTech
1% .
B2C Regulatory compliance costs

22%

Source: Geneva Macro Labs, 2022
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Remote work is here to stay...

Employees would like to work remotely....

Rarely or never

1 day per week

2 days per week

3 days per week

4 days per week

5 days per week

10 15 20 25
Percent of respondents

IEE All respondents

[ Respondents able to WFH*

*64% of the full sample meets this criterion

Source: Responses to the question:

In 2022+ (after COVID) how often would
you like to have paid work days at home?

Notes: Data are from 33,250 survey
responses collected from May 2020 through
March 2021 by Inc-Query and QuestionPro.
“Respondents able to WFH" are those who
say they can work from home at least
partially and those who report having mainly
worked from home at some point during the
COVID-19 pandemic. We re-weight raw
responses to match the share of working-
age respondents in the 2010-2019 CPS in a
given {age x sex x education x earings}
cell.

Advancing social justice, promoting decent work
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...but employers fear drop in productivity

1.4

Productivity

1.2

11-10-9 8 -7 6 -5 -4 -3 -2 -1 0 1 2 3 4 5
Month

Productivity
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...with unequal effects

Finance and Insurance-

Information

Professional, Scientific, and Technical Services.
Utilities .

Educational Services:

Retail Trade|

Transportation and Warehousing

Real Estate and Rental and Leasing:

Other Services (except Public Administration).
Arts, Entertainment, and Recreation -

Admin Support, Waste Management and Remediation:
Health Care and Social Assistance-

Wholesale Trade.

Manufacturing

Mining, Quarrying, and Oil and Gas Extraction:
Management of Companies and Enterprises
Construction -

Accommodation and Food Services
Unclassified:

Agriculture, Forestry, Fishing and Hunting
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Broad 2-digit SOC Occupation Category

Education, traning and library

Computer and mathematics

Business and financial operations

Sales

Management

Architecture and engineering

Community and Social Service

Art, design, entertainment, sports and media
Life, Physical and Social Science

Office and aministrative support

Legal

Healthcare practitioners and technical occupations
Food preparation and serving

Personal care and service

Healthcare support

Protective services

Transporation and Material Moving

Building and grounds cleaning and maintenance

Installation, maintenance and repair

Production
Farming, fishing and forestry
Construction and extraction

Remote Labor Index

» ilo.org
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> Qutlook highly uncertain, will weigh on the recovery

Global supply chain pressure index Global economic uncertainty index
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How is Al currently used in labour markets?
Job destruction vs job augmentation in the United States

Advances
in Al e

USA

Machine terrai "
e Type of occupation/job

Retail salesperson

Cashiers
Office clerks

Cooks and serving personnel

Waiters and waitresses
Customer Service Representatives

1

2

3

4

5 Nurses
6

7

8 Janitors and cleaners

9 Laborers and Freight, Stock, and Material

Movers
Human terrain Collapsing occupations ; o ; ;
10 Secretaries and Administrative Assistants

| ! I I | I

0.0 0.2 04 0.6 08 1.0
Probability

of computerization » ilo.org
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> Al Is more than automation

Level of
transformation

Low

Computerization risk

Low

High

Needs human presence:

Specialized education
Trainers, coaches
Comedians, musicians

e Distribution
 Personal assistants

« Accountants

Strong reduction in employment:

High

Improved productivity:

Medical personal
Scientists, engineers
Pilots, navigation personal

Imminent job loss:

 Executive assistants

* (Lorry) drivers
« Maintenance and reparation

Advancing social justice, promoting decent work
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' Al also affects white collar Jobs...

recognize

predict

detect

identify

determine

control

generate

classify

pattern, image, speech, face, voice, automobile, emotion,
gesture, disease

quality, time, performance, fault, behavior, traffic, prognosis,
treatment

signal, abnormality, defect, object, fraud, event, spammer,
human, cancer

object, type, damage, illegality, classification, relationship,
Importance

state, similarity, relevance, importance, characteristic, strategy,
risk

process, emission, traffic, engine, robot, turbine, plant,
discharging

image, rating, lexicon, warning, description, recommendation

data, object, image, pattern, signal, text, electrogram, speech,
motion

Advancing social justice, promoting decent work

Figure 3. Average standardized Al exposure
By education level, 2017

0.21

0.04
0.03
OlOO -
L

Less than High school Some college
high school

Bachelor’s
degree

Graduate or
professional degree

Source: Brookings analysis of Webb (2019) and IPUMS-USA ACS 1-year microdata
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> ...making it harder to low-skilled workers to find new opportunities

median wage median wage

{a) % change USD (b) % change usD
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probability of computerization
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Less opportunities for change for low-skilled/low-wage earners

Source: https://royalsocietypublishing.org/doi/10.1098/rsif.2020.0898
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> The data economy is becoming the engine of growth

. % Data
== ) portability/
/ data trusts

Open
Innovation
systems

Data as
labour

Advancing social justice, promoting decent work > ilo.org
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Rising use of data analytics in HR management

Small companies

Romania
Spain —
Croatia
Cyprus -
Greece |
Lithuania —
Hungary —
Italy —

Latvia =
Finland —|
Slovenia —
Malta =
France o
Poland
Bulgaria —
Luxembourg —
United Kingdom —
Austria =
Belgium —
Czechia -
Denmark —
Slovakia —|
Estonia —
Portugal —
Netherlands —
Ireland —
Sweden —|
Germany —{

- Use of HR analytics

Change since 2016

T T T T
+80 +60 +40 +20

o
N
o

Change in %

T T T
40 60 80

Share in %

Medium-sized companies

21

Large companies

- Use of HR analytics
- Change since 2016

Latvia—| ] Latvia -
Romania — ] Romania —
Croatia - Lithuania -
Italy = | Hungary =
Hungary — Spain —
Lithuania —| ] Croatia —{
Slovenia - . Italy —
Malta | ] Finland
Spain - I Bulgaria -
Finland | Poland —
Slovakia Cyprus —
Poland — ] Slovakia —|
Cyprus — ] Slovenia
Bulgaria - ] United Kingdom —|
Greece —| ] Estonia —{
Belgium — ] Greece —|
United Kingdom — - Czechia |
France —| I Netherlands —
Ireland —{ O Malta —
Estonia - ] Belgium
Denmark — ] Denmark —
Czechia - [ Portugal —
Netherlands — ] France —{
Austria - ] Luxembourg —
Portugal — ] Sweden —
Luxembourg —| O] - Use of HR analytics Ireland —|
Sweden —| ] Austria —|
Gemany ] [T cnange since 2016 Gemany -
T T T T T T T T T T
+80 +60 +40 +20 0 20 40 60 80 +80
Change in % Share in %

Source:

T T T T T T T T
+60 +40 +20 0 20 40 60 80

Change in % Share in %

European Company Survey 2019

But further uptake necessary to prepare for resilient businesses!

Advancing social justice, promoting decent work
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Regulatory outlook and the impact on labour markets

Rising compliance costs with data policies (e.g. GDPR)

Very costly, especially for small firms

Al regulation, likely to prevent many applications in the HR sphere that is considered high risk
Prevents better understanding of attrition, inclusivity

Regulatory capture and anti-competitive pressure by incumbents

Lack of access to good data
Hidden worker effect

Digital skills important, including for HR managers

Advancing social justice, promoting decent work > ilo.org
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Automation and Al will accelerate the shift in skills that the workforce needs.

I n Vest I n S kl I I S an d Based on McKinsey Global Institute workforce skills model 0 W 100

United States, all sectors Western Europe, all sectors
tal ent Hours Hours

worked Change in hours worked worked Change in hours worked
Complementary to in 2016 by 2030 in 2016 by 2030

Skills Billion %o Billion %%

ao [ Bl B
:::fniu skils | 2 M l g2 | -17 .

9 ﬁ%ﬁ'}“ skills | 92 78 I 7

67 . 22

machines

Social and

emotional skills =
Technological
Total 287 363

NOTE: Western Eurcpe: Ausfria, Belgium, Denmark, Finland, France, Germany, Greece, Haly, Nethedands, Morway, Spain, Sweden, Switzeriand, and the
United Kingdom. Numbers may not sum due te nounding.

Advancing social justice, promoting dece g pee. mekinsey Giobal Institute workioree skills modsl: McKinsey Global Institute analysis .org
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Competence development as an “eco-system” approach
Life-long learning as a “Must-have” not “nice-to-have”

How challenging is it to change sectors?

Similarity to nearest
cross-sectoral jobs

80%

60% |

40% 7

20%

0%+

. Assistant
s Individual job Marketing managers engineers
can transition to similar roles .
Sector average in other sectors -
H .
For workers in Media or Logistics, it - S
appears particularly challenging k4 . . - o
to mouve jobs to a different sector » b ° s
. . e 4
. ¢. o .
. o . o
0 . < o of
: . - % . £ . e =
oetlece o “g H ¢ o .
- : o o s ¥ -
seee
: v “ ) L :%' g0 0:.3.' : %
: : & 0% ” : %’ -~ - . o g N
o v Ll : . of sogee® o %
4 w .= = o T sEe . .
oy L ]
oo % ? wge —W . i : Y . o - .
o ves o2 - Y ol : Y -' H .
Slee .:*d' Segae® 'bsu . : '..’l : - . .
" T on : ¢ = o . Z :
e e p . : s "
. & . : .
S el \F" . . Most jobs in Engineering seruices,
L eee % Retail and Food manufacturing have
Qo : - closely related roles in other sectors
."3. Camera operators
%* have poor cross-sectoral
transition options
J T ! ! H ! ! J '
. Infocomm 1 ' : Financial Energy and ' Engineering | Food
Media technology Accountancy : services Hotel and power Healthcare services . manufacturing
.- Social . . Training and -
Logistics N accommodation Design N Retail
service services adult education
! T
Sectors

Advancing social justice, promoting decent work
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Breaking through occupational silos by making work experience count!

Many professions face occupational traps

* Medical Doctors and Health Specialists
*

5. Education, Social Work and
Healthca p Ry Healtt
{ealthcare an P ° ealthcare

4 g .. o .." 3 .
e . f saet ':"O.o
L L] ’ 3 .. 'Y
. ° - B PR
PA . '® ® .
Museums and es . . » g
.
Libraries 2 7
.

, Human Resources

o5 e o

2 - ©® o

i P o ¥ X Natural Resources

General Business oo% &
and Management

’ Environment and Health
v )
[ ] g <

and Design

Yine S
] i . TR
Engineering and Maintenance

L PR
L]
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Despite the importance of work experience

United States

Lifetime? %4

Select years, %

40
60 61

3=

o

=

Year 1

Year &

Year
10

Year
20

Projected

Germany
Lifetime? %4
Year
a0

4 ix=szalary »
of first role
in each
country's
nominal
currency Year

Year 7

Select years, %
61
I
Year Year Year
10 20 30
3x

I

1=

Projected

B Share of earnings associated with work experience

. Share of earnings associated with entry-level skills'
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Resilience — A new paradigm

1. Prepare for new risks: black and green swans

- high uncertainty and fat tails require new approaches

—> scenario and stress tests for strategy assessments
2. Inclusiveness is “business-critical”

—> Global talent markets are highly competitive

—> Partnerships and eco-system development can boost your business
3. Design for resilience

- Over-adjustment to the “optimal” skill mix creates dead-ends

- General skills in a broad range of competences necessary

Advancing social justice, promoting decent work > iIo.orq
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nnnnnnnnnnn

Future of Bus;neskxdfmame
-. @)
Stefan Giildenberg & PNIR &
Ekkehard Ernst ) ; : 2k Lo RTURE DGR RESEARCH DEPARTHENT Il WORKING PAPCE No. 56 I
Klaus North Editors e Robots worldwide: The impact
¥ y U The economics of artificial of automation on employment

intelligence: Implications

Ma n a g i ng & t‘ .;‘ | : ‘ ‘ v . for the future of work and trade
Work in _

the Digital AL THE FUTURE OF WOR
Economy

Challenges, Strategies and Practices GENEVA
for the Next Decade MACRO

MACK ——
O\ Conne
Z] Springer

February 2022 info@gemlabs.ch

Advancing social justice, promoting decent work https://www.linkedin.com/in/ekkehardernst/ » ilo.org



https://www.linkedin.com/in/ekkehardernst/

