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median wages have stagnated since 2000. Countries where A plea for change
employment is growing at a decent clip, such as Germany or
Britain, are among those where wages have been squeezed
most.
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Related topics
In the coming years the disruption will be felt by more

people in more places, for three reasons. First, the rise of

machine intelligence means more workers will see their jobs

threatened. The effects will be felt further up the skill ladder, as auditors, radiologists and
researchers of all sorts begin competing with machines. Technology will enable some

China

doctors or professors to be much more productive, leaving others redundant.

Second, wealth creation in the digital era has so far generated little employment.
Entrepreneurs can turn their ideas into firms with huge valuations and hardly any staff.
Oculus VR, a maker of virtual-reality headsets with 75 employees, was bought by
Facebook earlier this year for $2 billion. With fewer than 50,000 workers each, the giants
of the modern tech economy such as Google and Facebook are a small fraction of the
size of the 20th century’s industrial behemoths.

Third, these shifts are now evident in emerging economies. Foxconn, long the symbol of
China’s manufacturing economy, at one point employed 1.5m workers to assemble
electronics for Western markets. Now, as the costs of labour rise and those of automated
manufacturing fall, Foxconn is swapping workers for robots. China’s future is more
Alibaba than assembly line: the e-commerce company that recently made a spectacular
debut on the New York Stock Exchange employs only 20,000 people.

The digital transformation seems to be undermining poor countries’ traditional route to
catch-up growth. Moving the barely literate masses from fields to factories has become
harder. If India, for instance, were to follow China’s development path, it would need
skilled engineers and managers to build factories to employ millions of manufacturing
workers. But, thanks to technological change, its educated elite is now earning high
salaries selling IT services to foreigners. The digital revolution has made an industrial one
uneconomic.

Bridging the gap

None of this means that the digital revolution is bad for humanity. Far from it. This
newspaper believes firmly that technology is, by and large, an engine of progress. IT has
transformed the lives of billions for the better, often in ways that standard income
measures do not capture. Communication, knowledge and entertainment have become
all but free. Few workers would want to go back to a world without the internet, the
smartphone or Facebook, even for a pay increase. Technology also offers new ways to
earn a living. Etsy, an online marketplace for arts and crafts, enables hobbyists to sell
their wares around the world. Uber, the company that is disrupting the taxi business,
allows tens of thousands of drivers to work as and when they want.

Nonetheless, the growing wedge between a skilled elite and ordinary workers is worrying.
Angry voters whose wages are stagnant will seek scapegoats: witness the rise of
xenophobia and protectionism in the rich world. In poor countries dashed expectations
and armies of underemployed people are a recipe for extremism and unrest.
Governments across the globe therefore have a huge interest in helping remove the
obstacles that keep workers from wealth.

The answer is not regulation or a larger state. High minimum wages will simply accelerate
the replacement of workers by machines. Punitive tax rates will deter entrepreneurship
and scare off the skilled on whom prosperity in the digital era depends. The best thing
governments can do is to raise the productivity and employability of less-skilled workers.
That means getting rid of daft rules that discourage hiring, like protections which make it
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difficult to sack poor performers. It means better housing policy and more investment in
transport, to help people work in productive cities such as London and Mumbai. It means
revamping education. Not every worker can or should complete an advanced degree, but
too many people in poor countries still cannot read and too many in rich ones fail to
complete secondary school. In future, education should not be just for the young: adults
will need lifetime learning if they are to keep up with technological change.

Yet although governments can mitigate the problem, they cannot solve it. As technology
progresses and disrupts more jobs, more workers will be employable only at lower
wages. The modest earnings of the generation that technology leaves behind will need to
be topped up with tax credits or wage subsidies. That need not mean imposing higher tax
rates on the affluent, but it does mean closing the loopholes and cutting the giveaways
from which they benefit.

In the 19th century, it took the best part of 100 years for governments to make the
investment in education that enabled workers to benefit from the industrial revolution. The
digital revolution demands a similarly bold, but swifter, response.

Tweet <259 Share | 524 8+1 < 59

View all comments (195) Add your comment

More from The Economist

R a A

Productivity: Technology
isn’t working

Germany’s army: Chinks
in the armour

The Economist explains:
Why so many Koreans are
called...

Russia’s economy: On the edge of
recession

The third great wave

India and the United States: Charming,
disarming

Japan’s bullet trains: What a ride

Cross-border takeovers: The Germans
are coming, again

Daily chart: The best places to live

Want more? Subscribe to The Economist and get the week's most
relevant news and analysis.

http://www.economist.com/news/leaders/21621800-digital-revolution-...

05/10/2014 15:16

1

India, America and
political theatre

| give you Narendra
Modi

Hong Kong protests: The Party v the people
Ukraine in turmoil: A Somalia scenario?

Hong Kong's protests: A tough test for China's
leaders

2
3
4
5

The Russian budget: Economic pain, caused by
Ukraine

Advertisement

R KNOW THE]
VALUE
OF MEDIA

84% of companies are
seeing a rise in
connected consumers

Source: The Economist
‘ Intelligence Unit 2014

;e

d-poor?fsrc=scn/tw/te/pe/wealthwithoutworkersworkerswithoutwealth

Products and events

The Economist Radio is an on-demand social
listening platform that allows you to listen, share and
recommend The Economist audio content

Take our weekly news quiz to stay on top of the
headlines

Try our new audio app and website, providing
reporting and analysis from our correspondents
around the world every weekday

Visit The Economist e-store and you'll find a range of
carefully selected products for business and
pleasure, Economist books and diaries, and much
more

Sponsor Content

Producing half as much C02 per MWh as coal, could  Look
natural gas help reduce carbon emissions ?'T‘i?g
worldwide? Or will turning up the gas mean less

investment in zero-emissions energy?

Watch how UBS have helped the I Am Water
project build a global strategy through a
collaborative partnership.

. UBS

Page 3 of 4


http://www.economist.com/printedition/2014-10-04
http://www.economist.com/node/21621800/comments#comments
http://www.economist.com/node/21621800/comments#commentForm
http://www.economist.com/products/subscribe
https://twitter.com/intent/tweet?original_referer=http%3A%2F%2Fwww.economist.com%2Fnews%2Fleaders%2F21621800-digital-revolution-bringing-sweeping-change-labour-markets-both-rich-and-poor%3Ffsrc%3Dscn%2Ftw%2Fte%2Fpe%2Fwealthwithoutworkersworkerswithoutwealth&related=theeconomist&text=The%20world%20economy%3A%20Wealth%20without%20workers%2C%20workers%20without%20wealth&tw_p=tweetbutton&url=http%3A%2F%2Fecon.st%2F1ryIwKX&via=TheEconomist
http://twitter.com/search?q=http%3A%2F%2Fwww.economist.com%2Fnews%2Fleaders%2F21621800-digital-revolution-bringing-sweeping-change-labour-markets-both-rich-and-poor
javascript:;
javascript:void(0);
http://www.economist.com/blogs/economist-explains/2014/09/economist-explains-5
http://www.economist.com/news/special-report/21621237-digital-revolution-has-yet-fulfil-its-promise-higher-productivity-and-better
http://www.economist.com/news/europe/21621876-germany-able-give-its-allies-more-military-help-chinks-armour
http://www.economist.com/news/europe/21621877-wests-sanctions-are-hitting-contracting-economy-edge-recession
http://www.economist.com/news/asia/21621879-narendra-modi-takes-america-storm-charming-disarming
http://www.economist.com/blogs/graphicdetail/2014/08/daily-chart-13
http://www.economist.com/news/special-report/21621156-first-two-industrial-revolutions-inflicted-plenty-pain-ultimately-benefited
http://www.economist.com/news/asia/21621880-they-have-been-rolling-50-yearsand-without-fatal-accident-what-ride
http://www.economist.com/news/business/21621813-why-german-firms-are-rampage-across-pond-germans-are-coming-again
https://www.facebook.com/TheEconomist/app_223894367716742
http://www.economist.com/economist-quiz
http://inotherwords.economist.com/
http://econ.st/R7pQMy
http://www.economist.com/blogs/democracyinamerica/2014/09/india-america-and-political-theatre?spc=scode&spv=xm&ah=9d7f7ab945510a56fa6d37c30b6f1709
http://www.economist.com/news/leaders/21621803-communist-party-faces-its-toughest-challenge-tiananmen-time-it-must-make-wiser?spc=scode&spv=xm&ah=9d7f7ab945510a56fa6d37c30b6f1709
http://www.economist.com/news/europe/21620266-neighbouring-regions-worry-about-donbas-becoming-largely-ungoverned-swathe-land-somalia?spc=scode&spv=xm&ah=9d7f7ab945510a56fa6d37c30b6f1709
http://www.economist.com/blogs/analects/2014/09/hong-kongs-protests?spc=scode&spv=xm&ah=9d7f7ab945510a56fa6d37c30b6f1709
http://www.economist.com/blogs/freeexchange/2014/09/russian-budget?spc=scode&spv=xm&ah=9d7f7ab945510a56fa6d37c30b6f1709
http://googleads.g.doubleclick.net/aclk?sa=L&ai=CRKfRHlIxVI_LO--higbm9IHIA6Gbx6kFAAAQASChhu0dUKX20tkGYLvGz4PgCsgBA-ACAKgDAcgDnQSqBJQCT9AV_Hz7adaiIbHMFY6vWetR9cDh7QKaYBunOxoUKGxxA6jjTjEjRNT4GByF0AmVt6eZJbiTUb73fiqkF1pg4WZZ0kdNYWjwqZtJyDFT-UuXyeKFMiK21_3rcGKW3LqhcqYPTQ8hxFwgg7hOJy8czKAoN7m0KSBpGgN1DIstA-yTOu9lgz96iNkpaRxkhqCa9FxRhN7S7OAoryznJeW152pOnCIl5x7q4Y8t1jpZ82sNluAi3t8yIDiz7NMFlExUjvb4yVv6TT863tmk9Fw66zrQAo-ieZJfKmRXr5EzzJ8QiFjTREKIhRZM0qpBLAKdBj5KTmIt8MfPuKGhVc0zyBSiYhbfQlaUw7na_EA8rzhUVmwV4AQBoAYU&num=0&sig=AOD64_27mBfRamSZODYmMUW_osFhbNRPDA&client=ca-pub-1035191876542576&adurl=http://www.ipa.co.uk/page/Value-of-Media
http://gelookahead.economist.com/infograph/natural-gas-energy-flow/
http://ubsphilanthropy.economist.com/creating-impact-starts-with-a-vision-i-am-water/

The world economy: Wealth without workers, workers without wealth | The Economist

Classified ads

@ WhatYouFund

Appointment of

Jobs.economist.com

The
Economist

Contact us

G5! TheGlobalfund

Jobs.economist.com

Help

My account

Subscribe

Print edition

Digital editions

Events

Jobs.Economist.com

Timekeeper saved articles

Contact us Help About us

Copyright © The Economist Newspaper Limited 2014. All rights reserved.

http://www.economist.com/news/leaders/21621800-digital-revolution-...d-poor?fsrc=scn/tw/te/pe/wealthwithoutworkersworkerswithoutwealth

<|? KORN FERRY

Inspector General, Chair
Chief Executive Geneva

Jobs.economist.com

Sections

United States
Britain

Europe

China

Asia

Americas

Middle East & Africa
Business & finance
Economics

Markets & data
Science & technology
Culture

Multimedia library

Debate and discussion
The Economist debates
What the world thinks
Letters to the editor

The Economist Quiz

Advertise with us Editorial Staff ~ Staff Books

Advertisement

05/10/2014 15:16

Make History with
lronFX™

ironfx.co.uk

Join the Biggest Trading Contest &
Compete for a Trip Among the

Stars!

Director, Faculty of
Science Techno...

Jobs.economist.com

Blogs

Americas view
Analects

Babbage

Banyan

Baobab

Blighty

Buttonwood's notebook
Charlemagne
Democracy in America
Eastern approaches
Erasmus

Free exchange

Game theory

Graphic detail

Gulliver

Newsbook
Pomegranate

Prospero

The Economist explains

Careers Site index

Accessibility Privacy policy

Doctoral Positions

Jobs.economist.com

DOWNLOAD OUR
2015 BROCHURE
NOW

Research and insights
Topics

Economics A-Z

Special reports

Style guide

The World in 2014

Which MBA?

The Economist GMAT Tutor
Reprints and permissions

The Economist Group »

The Economist Intelligence Unit

The Economist Intelligence Unit Store
The Economist Corporate Network
Ideas People Media

Intelligent Life

Roll Call

cQ

EuroFinance

The Economist Store

View complete site index »

Terms of use

Page 4 of 4


http://www.googleadservices.com/pagead/aclk?sa=L&ai=CPqPlLFIxVIzJNOyt7AaNwoGIDfrtlvoEwquCnKYB6cu6ozMQASDt0pshUJvOgpn______wFgu8bPg-AKoAGHjv_XA8gBAagDAcgDwwSqBOcBT9AiEfekkSCqG2yaUtsVD-hVBaG1w70v3hfsEk-JEGvkBPkrqL9xL8flH8DOHDsBGroZqPxe4x_krbvd0-BhD5fTujU6o1Df3eBb984FMXmHYh68vflHNscVIhFlSSP83PvfwoG9gtXcRHAbdhF_s55d-PVMGCWxVz7pH2SZTF7fJCS2ruEH2d_90RO7t-9_UoDkQsVJnbjOE2ApG3K84zxbVZvyGke_KAlrpol_jIz-4-q6_CuiSeZeOCX5sQsu7DhlysKjLLd0LJs5Kr4qZQz2zPGpSvJw_M_NUbcfYwXPQrrHPHDpiAYBgAfK0rgm&num=1&cid=5GjTgz27wQXiHqpWeO-Tl6WQ&sig=AOD64_3xNgUEF_v4JilbxpaNbHPg4euM5g&client=ca-pub-8415620659137418&adurl=http://www.ironfx.co.uk/en/lp/intergalactic-live-competition%3Futm_source%3Dgoogle_ppc%26utm_medium%3Dcpc%26utm_term%3Dremarketing_5_days%26utm_content%3Dunited_kingdom_search%26utm_campaign%3Dintergalactic_live_competition
http://www.googleadservices.com/pagead/aclk?sa=L&ai=CPqPlLFIxVIzJNOyt7AaNwoGIDfrtlvoEwquCnKYB6cu6ozMQASDt0pshUJvOgpn______wFgu8bPg-AKoAGHjv_XA8gBAagDAcgDwwSqBOcBT9AiEfekkSCqG2yaUtsVD-hVBaG1w70v3hfsEk-JEGvkBPkrqL9xL8flH8DOHDsBGroZqPxe4x_krbvd0-BhD5fTujU6o1Df3eBb984FMXmHYh68vflHNscVIhFlSSP83PvfwoG9gtXcRHAbdhF_s55d-PVMGCWxVz7pH2SZTF7fJCS2ruEH2d_90RO7t-9_UoDkQsVJnbjOE2ApG3K84zxbVZvyGke_KAlrpol_jIz-4-q6_CuiSeZeOCX5sQsu7DhlysKjLLd0LJs5Kr4qZQz2zPGpSvJw_M_NUbcfYwXPQrrHPHDpiAYBgAfK0rgm&num=1&cid=5GjTgz27wQXiHqpWeO-Tl6WQ&sig=AOD64_3xNgUEF_v4JilbxpaNbHPg4euM5g&client=ca-pub-8415620659137418&adurl=http://www.ironfx.co.uk/en/lp/intergalactic-live-competition%3Futm_source%3Dgoogle_ppc%26utm_medium%3Dcpc%26utm_term%3Dremarketing_5_days%26utm_content%3Dunited_kingdom_search%26utm_campaign%3Dintergalactic_live_competition
http://jobs.economist.com/job/7218/appointment-of-chief-executive/?TrackID=1519
http://jobs.economist.com/job/7232/inspector-general-geneva/?TrackID=1519
http://jobs.economist.com/job/7262/chair/?TrackID=1519
http://jobs.economist.com/job/7227/director-faculty-of-science-technology-and-environment/?TrackID=1519
http://jobs.economist.com/job/7130/doctoral-positions-2015/?TrackID=1519
http://googleads.g.doubleclick.net/aclk?sa=L&ai=C5mmcHlIxVI3LO--higbm9IHIA_Gpn6gFAAAQASChhu0dUNOvsf38_____wFgu8bPg-AKyAED4AIAqAMByAOdBKoEkgJP0A5m2ZPg_rJpMULnasOF4OEPs8WWo42SqB6kA1daz1NvMEGftNg8ykO0fdEa1tZkqQaDcunZS6Jyav5NBCWTjChrfj1-eqG2plBiI0k30Dym5OqtAk6R2NVhRbrdmw2-KLtaoNj0aZ9MX2mvsryLTjg3JeoEMvHjL79RvHdst9I9-lNsMGhdGu7nT3j1tX984PHk4I6MHErBVrmcFonwGbcsJ6IwaCPF8gOnzsRIkQVNpFcmY5445JqeCy0HiqoEHqwLqNDiUhuVFHhZIwn0Y8t7jN6AWeTs26Fuqa-14-ZCcuo7SipQ-J8xvGdDXFH3CLDulxrli3UvovdDr87Qx40Gog-1CVPTUDK8sl_XwtWO4AQBoAYU&num=0&sig=AOD64_0DfqwiMus5jqgaezJYg_D9t0hbOA&client=ca-pub-1035191876542576&adurl=http://www.som.cranfield.ac.uk/som/som_applications/somapps/landing/landing.aspx%3Fpageid%3D23015
http://www.economist.com/contact-info
http://www.economist.com/help/home
http://www.economist.com/user
http://www.economist.com/products/subscribe
http://www.economist.com/printedition
http://www.economist.com/digital
http://www.economist.com/events-conferences
http://jobs.economist.com/
http://www.economist.com/bookmarks
http://www.economist.com/sections/united-states
http://www.economist.com/sections/britain
http://www.economist.com/sections/europe
http://www.economist.com/sections/china
http://www.economist.com/sections/asia
http://www.economist.com/sections/americas
http://www.economist.com/sections/middle-east-africa
http://www.economist.com/sections/business-finance
http://www.economist.com/sections/economics
http://www.economist.com/sections/markets-data
http://www.economist.com/sections/science-technology
http://www.economist.com/sections/culture
http://www.economist.com/multimedia
http://www.economist.com/debate
http://www.economist.com/wtwt
http://www.economist.com/letters
http://www.economist.com/economist-quiz
http://www.economist.com/blogs/americasview
http://www.economist.com/blogs/analects
http://www.economist.com/blogs/babbage
http://www.economist.com/blogs/banyan
http://www.economist.com/blogs/baobab
http://www.economist.com/blogs/blighty
http://www.economist.com/blogs/buttonwood
http://www.economist.com/blogs/charlemagne
http://www.economist.com/blogs/democracyinamerica
http://www.economist.com/blogs/eastern-approaches
http://www.economist.com/blogs/erasmus
http://www.economist.com/blogs/freeexchange
http://www.economist.com/blogs/gametheory
http://www.economist.com/blogs/graphicdetail
http://www.economist.com/blogs/gulliver
http://www.economist.com/blogs/newsbook
http://www.economist.com/blogs/pomegranate
http://www.economist.com/blogs/prospero
http://www.economist.com/blogs/economist-explains
http://www.economist.com/topics
http://www.economist.com/economics-a-to-z
http://www.economist.com/specialreports
http://www.economist.com/styleguide/introduction
http://www.economist.com/theworldin/2014
http://www.economist.com/whichmba
http://gmat.economist.com/?gsrc=econ_hp&cvosrc=economist.footer.link
http://www.economist.com/rights
http://www.economistgroup.com/
http://www.eiu.com/
http://store.eiu.com/
http://www.corporatenetwork.com/
http://ideaspeoplemedia.com/
http://www.moreintelligentlife.com/
http://www.rollcall.com/?t=0506EC&p=econ&s=econ
http://www.cq.com/news.do
http://www.eurofinance.com/
http://store.economist.com/
http://www.economist.com/content/site-index
http://www.economist.com/contact-info
http://www.economist.com/help
http://www.economist.com/help/about-us#About_Economistcom
http://www.economistgroupmedia.com/
http://www.economist.com/mediadirectory
http://www.economist.com/mediadirectory/books
http://www.economistgroup.com/working_with_us/job_opportunities/index.html
http://www.economist.com/content/site-index
http://www.economist.com/help/accessibilitypolicy
http://www.economistgroup.com/results_and_governance/governance/privacy
http://www.economist.com/cookies-info
http://www.economist.com/legal/terms-of-use

