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While companies might reap significant gains in productivity from automating certain jobs, this
won’t necessarily lead to pay rises for everyone. The evidence suggests businesses might pass
on the gains to some workers, but not to all. 

Some 40% of all jobs  are predicted to disappear with automation in Australia. The jobs most
likely to go first will be those that can be easily codified, those that are repetitive, simple,
structured or routine: think of jobs in manufacturing or those that involve form processing or
driving a vehicle. 

More than three decades ago, the economics Nobel Laureate, Robert Solow wrote  that:

…you can see the computer age everywhere but in the productivity statistics.

At the time Solow’s comment created intense discussion , especially in the context of the
spread of technology. But it has rece
ntly
been challenged. 

Now we are starting to see the effect of automation everywhere and especially in productivity
and economic growth
statistics. It’s expected that automation will make a 
A$2.2 trillion
boost to productivity in Australia between 2015 and 2030. But whether productivity gains will be
redistributed equally, remains highly questionable.

The growing divergence

There is a general economic argument  that workers’ wages should grow in line with
productivity growth and in doing so improve everyone’s living standards. Although there is
overwhelming data about rising economic surpluses from automation, recent evidence indicates
that the growth of productivity and the growth of workers’ wages are not actually linked. 
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https://cica.org.au/wp-content/uploads/Australias-future-workforce.pdf
https://www.jstor.org/stable/136425
https://www.sciencedirect.com/science/article/pii/S0308596113001031
https://hbr.org/2015/06/robots-seem-to-be-improving-productivity-not-costing-jobs
https://hbr.org/2015/06/robots-seem-to-be-improving-productivity-not-costing-jobs
http://eprints.lse.ac.uk/61155/
http://eprints.lse.ac.uk/61155/
http://www.alphabeta.com/wp-content/uploads/2017/08/The-Automation-Advantage.pdf
http://cep.lse.ac.uk/pubs/download/cp401.pdf
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       Read more:       Is faster profit growth essential for a pick-up in wages growth?

For example, in the United States, research  shows a large divergence between productivity
and median hourly compensation growth, from 2000 to 2011. Similarly, in Australia, we found
wage growth lagging productivity growth, across most sectors of the economy. Average
productivity growth was much higher than average wage growth in most sectors of the
Australian economy during 2012-16.

Since the 1970s, across most OECD  countries, the share of income going to wages has been
decreasing, and the share being reinvested in capital (for instance cash reserves, equipment
and machinery) has been increasing.

Clearly, profits arising from productivity gains have been going to capital rather than labour,
reflecting growing income inequality in general.

Where the benefits of automation do go

Automation eliminates or replaces  many routine  tasks performed by people at work. Researc
h  shows
a growing polarisation in the job market, where highly skilled and educated workers are
commanding good jobs, while those in unskilled roles or positions with lower levels of education
required are 
low paid
. 

Given that highly skilled workers are in high demand , these workers are more likely to receive
the financial gains from automation or others in mid or senior level managerial roles. Indeed,
CEO compensation has been growing
much faster
than average workers’ wages. 

The ratio of CEOs’ pay to workers’ average pay in large US corporations was 20:1 in 1965, and
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http://theconversation.com/is-faster-profit-growth-essential-for-a-pick-up-in-wages-growth-83819
http://www.epi.org/publication/ib330-productivity-vs-compensation/
https://www.oecd.org/eco/Decoupling-of-wages-from-productivity-Macro-level-facts.pdf
https://cica.org.au/wp-content/uploads/Australias-future-workforce.pdf
https://files.stlouisfed.org/files/htdocs/conferences/annual/Jaimovich.pdf
http://www.epi.org/publication/ib330-productivity-vs-compensation/
http://www.epi.org/publication/ib330-productivity-vs-compensation/
https://theconversation.com/we-must-do-something-about-jobs-for-young-people-in-a-world-of-automation-68342
http://www.chairdigitaleconomy.com.au/wp-content/uploads/2016/03/PartB_HighGrowthFirms_.pdf
http://www.epi.org/publication/ceo-pay-has-grown-90-times-faster-than-typical-worker-pay-since-1978/
http://www.epi.org/publication/ceo-pay-has-grown-90-times-faster-than-typical-worker-pay-since-1978/
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it rose to a whopping 271:1  in 2016. What these signs point to is that those with less
bargaining power are less likely to reap the rewards from productivity gains from automation.

Wage expectations of the tech savvy worker

When real (human) workers produce more by putting in more time or energy, they expect, and
agitate for, an increased share of the gains. But when automation (and not longer hours or more
sweat) leads to increased productivity, and subsequently increased profits , it’s less clear which
workers should (or could) receive the increased share of the gains.

Businesses also don’t have an incentive to distribute a share of the gains back to the workers.
We can see this for example in pharmaceutical services , which are becoming increasingly
automated, yet workers are faced with
low starting salaries
. In such a highly competitive industry, the businesses are instead incentivised to pass on the
gains to customers in terms of lower prices of goods and services they offer, rather than wages. 

In economics, we often say that a rising tide lifts all boats. What we mean by that is that
everyone benefits from economic growth and productivity. 

But it’s not clear this will happen in an automated world. In the immediate future, there is no
evidence to suggest that economic surplus from automation will be used to fund higher wages. 

Workers may see some reward if their skills are valuable, rare and difficult to codify and
automate. This value of being in high demand may be the incentive for workers to reskill or to
look at how they organise to negotiate their share of the rewards.

Shahid M Shahiduzzaman receives funding from QUT, Queensland Government, Brisbane
Marketing and PwC. 

Marek Kowalkiewicz receives funding from QUT, PwC, Brisbane Marketing, and the
Queensland Government. 

 3 / 4

http://www.epi.org/publication/ceo-pay-remains-high-relative-to-the-pay-of-typical-workers-and-high-wage-earners/
https://www.axios.com/the-erosion-of-worker-compensation-1516915779-5de48fc9-bfe8-4577-88e0-4e9b46591af3.html
https://theconversation.com/replacing-pharmacists-with-robots-isnt-the-answer-to-better-productivity-86231
http://www.health.gov.au/internet/main/publishing.nsf/content/7E5846EB2D7BA299CA257F5C007C0E21/%24File/interim-report-final.pdf
http://www.health.gov.au/internet/main/publishing.nsf/content/7E5846EB2D7BA299CA257F5C007C0E21/%24File/interim-report-final.pdf
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Read more http://theconversation.com/the-benefits-of-job-automation-are-not-likely-to-be-shar
ed-equally-90859
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