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Preface
Digitization is on
everyone's lips...

... and we are genuinely experiencing a technological transformation. It is happening in our private
world, in the way we communicate and consume things and services. And in our economy, where
disruption is the name of the game. Creative entrepreneurs are using digital technologies as a lever.
They are revolutionizing business models, redrawing the boundaries between industries and
creating new interfaces to the customer. "Creative destruction” is how Schumpeter described this
process — and incumbent firms are often its victim.

At first glance, another aspect of the triumphal march of digital technologies appears less
revolutionary: the potential of these technologies to drive automation. Aristotle described the
consequences way back in ancient times: "[...] if every instrument could accomplish its own work,
obeying or anticipating the will of others, like the statues of Daedalus, or the tripods of Hephaestus,
which, [...] of their own accord entered the assembly of the Gods; if, in like manner, the shuttle
would weave [...] without a hand to guide it, chief workmen would not want servants, nor masters
slaves."

To put that in more provocative terms: Automation destroys labor — which is why the digital
revolution could quickly escalate into a social revolution. A glance at the economic and social
consequences of ground-breaking innovations such as the steam engine and the mechanical loom
suffices to illustrate the point.

We know that simple, manual work processes can be replaced by machines or robots. Today,
however, it is no longer merely unskilled labor or workers with few qualifications who are affected.
Armed with better sensors, greater connectivity and increasing (albeit still very limited) intelli-
gence, automation is making inroads into what was hitherto the occupational preserve of the
better-qualified middle classes.

So are we indeed poised to see the "disruption of labor"? Complete with drastic repercussions
for every one of us, for society and for the political realm? Or is this merely an outbreak of Luddite
hysteria? Will work become a scarce resource? Are we heading toward a two-tiered society in which
the well-educated digital cognoscenti face off with an analogue precariat? Who are the specialists
of tomorrow? How will we train them? And how should we manage them?
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Hypothesis
#1

12

Digitization creates jobs: New technologies pave
the way to new products and services — and
hence to new occupations. The OECD reckons
that 65% of our children will in future work on
activities that do not yet exist today.

Hypothesis
#2

Automation protects jobs. In traditional indus-
tries, the efficiency gains realized by greater
automation help make products and services
more affordable, thereby boosting demand for
them. Paradoxically, the launch of cash dis-
pensers (or ATMs) and check-out scanners in
the US thus boosted employment in both bank
branches and the retail sector. Automation also
raises competitiveness and prevents work from
being offshored to locations with low labor
costs. The German manufacturing sector is a
prime example.

hypotheses

Jobs are put at risk when labor productivity
increases, i.e. when fewer employees generate
more output. In almost all developed econo-
mies, improvements in labor productivity are
increasingly slowing down. Last year, European
productivity gains in the service sector barely
managed 0.2%. In industry, the EU average was
0.7%. Economists refer to this phenomenon as
a "productivity crisis", the main reason being a
lack of investment is technology.

Hypothesis
3

The speed of the technological transformation
is overestimated. Prevailing wisdom has it that
"the world is turning faster and faster". In real-
ity, though, it takes a long time for innovation
to unfold its impact on a broad scale. The re-
quirements for such penetration? Investment
in the technology must reach a critical mass,

Hypothesis
#4



and extensive experience of handling the tech-
nology is needed - especially in industrial pro-
cesses. The last major innovation that drove
a significant gain in productivity was the
industrial use of electricity. Once the first power
plant had been set up, it took nearly 40 years for
this innovation to find its way into more than
50% of America's production facilities.

Hypothesis
#5

Digitization leads to structural changes in our
economy. We must therefore avoid the trap of
focusing our attention solely on its net effect on
the labor market: More important is the nature
of the jobs that will be available in the future.
It is true that digitization steps up the
pressure on lower skill levels. It doesn't reduce
the total number of hours worked, but it will
reduce the number of hours worked by people
with fewer skills. In particular, routine activities
with little complexity and a modest level of
interpersonal interaction are at risk.

Hypothesis
#6

The effects of digitization on employment are
highly specific and demand individual answers.
In Germany, (ro)bots and artificial intelligence
pose less of a threat to jobs in the (already heav-
ily automated) manufacturing industry than
they do to positions in the service sector - in
the back offices of banks and insurance compa-
nies, for example.

Individual industries such as transportation
are feeling the full force of digitization. And
who is to say that there will be no surprises?
Even purely "digital” activities could themselves
fall victim to the advance of digitization. Why
employ human programmers if computers are
now able to learn, and to generate code directly?
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Demographics and digitization are of mutual
benefit, at least in Germany. Looking ahead, we
don't have too many workers: We have too few
of them, and many of them are aging. Automa-
tons can provide valuable help in this situation,
stepping in where human resources are lacking,
but also providing better support to humans as
they go about their work - relieving them of
heavy physical labor in construction and
healthcare, for example.

Hypothesis
#7

The issue of education will take on even greater
importance in the future world of work. Educa-
tion will determine whether people ride the wave
or are left high and dry. One very fundamental
point here: We cannot afford [to simply accept]
a situation in which children from socially
deprived families still have worse chances of
a good education than those from wealthier
social strata. Substantial investment and
far-reaching reforms are needed across all
forms of education: from infant development to
young people's transition to the world of work.

Digitization leads to
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For digitization in particular, employees need
new skills and qualifications. Everyone talks
about "lifelong learning”. But who is to do the
lifelong teaching? Is each individual responsi-
ble for their own ongoing education? Is this
the job of companies? And how do we train
people in those companies that lag behind on
the digitization front?

School and university education too must
adapt. Non-linear thinking, creativity, problem-
solving skills and, above all, communication
remain core human activities. So it is not
knowledge but skills that are needed. And skills
have to be taught.

Hypothesis
#9

When choosing their job, young working people
attach great importance to the purpose and
meaning of their activity. This presents new
challenges to companies keen to capture their
enthusiasm and keep them on board. Loyalty
toward employers is on the wane, while job
hopping and cherry picking are now common
practice. The sense of belonging is defined no
longer by organizational ties, but by profes-
sional expertise. That is why a management
style that expresses appreciation and nurtures
personal strengths is a key to employee reten-
tion. In the battle for talents, a corporate
culture that is lived out and experienced day to
day is becoming a crucial differentiator.

Hypothesis
#10

One aspect of the corporate culture of tomor-
row will be a shift in the work methods used,
moving away from a focus on presence and to-
ward a focus on results. For career beginners in
particular, the freedom to choose where and
when work is done is significant. If knowledge

Non-linear thinking,

creativity, problem-solving

skills and, above all,

communication remain
core human activities.

resources become as flexible as capital in the
future, employees will expect their company
notjust to control them, but above all to enable
them.

Digitization is bringing change to the board-
room. The need is for a new type of manager
who must realize efficiencies in existing busi-
ness while also driving the transformation
toward new business models. Managers are
thus becoming change managers. They steer
the organization by means of change processes
and set an example to the staff, not least by
living out a value-based management style.

Hypothesis
1

New forms of work need someone to represent
workers' interests. When employers become
customers and regular staff become "gig work-
ers”, there is a shift in the balance of power be-
tween the contractual parties. To uphold social
cohesion in an age where working relationships
are becoming ever more virtual, what used to be
"employees” must develop a new solidarity and
organize themselves.
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Bottom line

Digitization is coming. But its impact on a broad scale is not coming as

fast as some panic-mongers would have us believe. Nor will we see the much-
vaunted mass unemployment that is supposed to result from the technological
transformation. Current debate is still dominated by the terrifying figures
published in the Frey/Osbourne study in 2013. Yet the academic community
today has a much clearer and more detailed picture of the effects of digitization
— a picture that is growing continually brighter. Taking 2014 as its base year,
one study produced in 2016 on behalf of Germany's Federal Ministry of
Labour and Social Affairs predicted that 250,000 new jobs would be created
by 2030. Current employment trends in Germany and the US
confirm this trend.

Even so, digitization will, within a single generation, certainly bring
lasting change to our world of work. And since this is going to happen, it
is all the more important that we now engage in a broad-based and unbiased
discussion about the effects of digitization. The aim must be to reach
consensus based on which political answers can take shape, companies
can plan and individuals can gain a sense of security. Digitization is an
opportunity for us all — but only if we do it right. To do so, we need to think
about society in new ways and, above all, gain a new understanding of
work and labor.
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