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Extended abstract

The digital economy is developing rapidly but unevenly across countries, firms, and people. While
the rapid deployment of digital technologies such as robotics and 3D printing can usher in a new
era of productivity, create efficiencies and generate jobs. Given the dynamic impact of digitalisation
on the labour market - both in terms of employment and occupational structure - it is becoming
increasingly important for developing economies to adapt to the rapidly changing skills landscape.
To become more competitive, developing economies need to re-equip and re-skill their workforce
with skills that are going to become important in the future. The main aim of this study is to identify
these future skills.

There is a digital divide between developing and developed countries, both in terms of access and
use of digital technologies. To close this digital divide, the study puts forward four areas that need
to be addressed in developing economies:

1, lowering the cost of capital, energy and financing;

2. improving basic infrastructure such as reliable access to power supply,
improving roads, ports, postal systems, etc - as well as digital infrastructure such
as high-speed internet and interoperability;

3. developing a digital identification system; and

4. improving absorptive capacity through targeted skills development.

There is much discussion around the jobs that are susceptible to automation. Digital technologies
are likely to make some jobs redundant, but are more likely to affect overall jobs through substituting
specific tasks in a job, freeing up workers to perform other tasks or new tasks that will require new
skills. The impact of such technologies on the labour market will differ across countries, depending
on economic and technical feasibility, regulation, behaviour of users and labour market dynamics.

Reviewing the evidence on developed economies, the study concludes that developing countries
are also likely to experience a change in the structure of employment, depending on globalisation,
digitalisation, changes in product demand and institutional differences. While there is significant
evidence of ‘labour market polarisation’ in developed countries — mainly as a result of routinisation
of tasks performed by middle-skilled workers - evidence for developing economies is mixed. One
of the factors behind the effect of routinisation on polarisation is the decline in the relative price of
investment goods, which differs across countries.

Within developing economies, the exposure to routinisation also varies across sectors. Agricultural
occupations such as skilled agriculture, forestry and fishery workers are the least intensive in
routine tasks. Services sectors such as accommodation, retail and sales are also less exposed
to routinisation - tasks such as sales require inter-personal and communication skills, which are
harder to automate. By contrast, manufacturing tasks can be automated at a faster rate. Within
the manufacturing sector, the rate of automation depends both on technological and economic
feasibility, with industries being automated at different rates. Robot deployment in the US, UK and



China is much more diversified across industries, but is concentrated mainly in capital-intensive
manufacturing in Developing Asia — which has relatively low employment levels to begin with. In
the case of India, South Africa and Mexico, robot deployment is concentrated in the automotive
sector.

The future skills largely depend on what tasks remain in demand or are increasingly demanded
in the digital economy. To unpack the different skills needs across types of tasks, the study builds
a Skills-Tasks matrix, which distinguishes between routine-manual tasks, routine-cognitive tasks,
non-routine manual tasks and non-routine cognitive tasks. Analysis undertaken in this study
indicates changing occupational structure across developing economies, with relatively higher
future job growth expected in non-routine cognitive tasks.

In the context of the digital economy, the study identifies ‘core skills' which can directly increase
competitiveness of the workforce, and ‘ancillary skills" which either remain relevant or support the
digital economy but do not directly contribute to it. Core skills that need to be developed include:

a) Jjob-neutral digital skills;
b) Jjob-specific digital skills; and
c) job-neutral soft skills such as communication, management, analytical and critical

thinking and creativity.

Ancillary skills that can support the digital economy include: a) physical skills that require dexterity;
and b) socio-emotional and interpersonal skills for low-skilled service and sales occupations.

Thestudyassesses current skills-readiness of developing economies under different task categories,
using information on education, ICT employment and skills shortages. It is found that developing
countries are significantly less digitally ready, in part because their technical tertiary education and
vocationaltraining rates are lagging. They also lag behind in analytical and interpersonal skills. Skills
shortages have increased over time in some African countries. In Romania and South Africa, there
appears to be an overall skills surplus of technical skills, but a skills shortage of problem-solving
skills, social skills and critical-thinking skills.



Table of Contents

Table of contents
1. Introduction
2. Digital-readiness in developing countries
3. The implications of digitalisation for the labour market
3.1 Digitalisation and the changing demand for labour
3.2 Digitalisation and the changing occupational structure
4. What sectors and occupations will attract jobs in the future?
4.1 Future of jobs in the services sector
4.2 Future of jobs in the manufacturing sector
5. The changing demand for skills in the digital economy
5.1 Developing a Skills-Tasks matrix
5.2 Changing occupational structure and skills needs in developing countries
5.3 Skills needs of the future
6. Assessing skills-readiness in the digital economy
6.1 Assessing skills-development based on education
6.2 Assessing skills-development using the Skills-Tasks matrix
6.3 Assessing skills shortages
7. Conclusion

8. References

13

13

15

16

16

18

20

23

23

24

26

28

30



1. Introduction

The digital economy is developing rapidly but unevenly across countries, firms, and people. While
the rapid deployment of digital technologies such as robotics and 3D printing can usher in a new
era of productivity, create efficiencies and generate jobs, it is also rapidly changing the skills needs.
As digitalisation increases, some jobs in developing countries may be taken away as a result of
reshoring of manufacturing activities to the developed parts (with lower cost of capital). But new
jobs will also be created, linked to the demand for new products and opportunities - for instance,
through e-commerce - while existing jobs are also likely to be transformed, generating the demand
for different, and possibly new, skills in the workforce.

With the tendency of digital technologies to replace labour performing routine tasks, there has
been a movement of labour in developed economies towards non-routine cognitive tasks as well
as non-routine manual tasks that are harder to automate. A number of studies have examined labour
market polarisation in developed economies and found evidence of ‘hollowing out’ of the middle-
skilled jobs, leaving the middle-skilled labour the most affected. Fewer studies have examined
the existence of job polarisation in the context of developing economies, and those that do exist
provide mixed evidence. While labour market polarisation has been observed in some developing
countries, the rate of polarisation is lower compared to developed countries, possibly due to
developing country labour being more concentrated in low-skilled, low-routine occupations and
the slower decline in the relative price of investment in such countries. However, rapid advances
in technical feasibility and falling cost of capital could lead to an increase in polarisation over time.

Given the dynamic impact of digitalisation on the labour market - both in terms of employment
and occupational structure - it is becoming increasingly important for developing countries to
prepare for the digital future by re-equipping and re-skilling their workforce with skills that are
going to become important in the future. The main objective of this study, therefore, is to identify
the skills that developing countries are going to need in an increasingly digital future. This is done
by conducting a literature review and through data analysis relating to how developing economies
are faring in the digital economy. We especially focus on the implications of digitalisation for the
level and structure of employment, and the likely sectors and tasks that are going to become
important in the future.

Section 2 conceptualises the digital economy and uses indicators such as robot density and 3D
printing as examples to examine how developing economies are faring in the digital economy. This
section also discusses how developing economies can increase their digital-readiness to become
more competitive. Section 3 examines the implications of digitalisation on the labour market, both
in terms of overall employment and its composition. Section 4 identifies promising sectors and
occupations that are likely to attract job growth in the future. Section 5 builds a Skills-Tasks matrix,
which helps to ‘unpack’ the skills needed in different types of tasks, and examines the changing
occupational structure in developing economies. Two concepts of skills in the digital economy
are identified; ‘core’ skills that directly contribute to increasing the competitiveness of workforce in
the digital economy and ‘ancillary skills' that support the digital economy or remain relevant but
do not directly contribute to it. Section 6 then assesses the current skills-readiness of developing
economies under different task categories, using information on education, ICT employment and
skill shortages. Section 7 provides concluding remarks.



2. Digital-readiness in developing countries

The digital economy is broad and complex, encompassing different components. Banga and Te
Velde (2018) define digitalisation of the economy as “output enabled through digital transformation”.
In their conceptualisation, ‘inputs’ into the digital economy comprise of different digital technologies
- such as artificial intelligence and big data - which need ICT infrastructure, including satellites,
routers and broadband lines to be operationalised. ‘Output’ in this digital economy comprises:
a) digitally-enabled platforms (such as Amazon and Alibaba), applications (for example, fintech
applications), consumer services (such as Uber, Spotify) and e-government services; b) digital
products, which are either traded physically through e-commerce platforms or electronically
transmitted; and ¢) smart machines such as robots and 3D printers. To operate and function in the
digital economy, a digitally enabling environment is also important, bringing into play the role of
a supporting institutional and regulatory framework, national innovation systems, digital skills and
digital accelerators (for example, perception of the consumers and their behaviour regarding use
of digital technologies).

Examining G20 countries in the period 2010-2016, Marcus et al. (2015) find that the digital economy
is growing at rate of 10% a year, significantly faster than the overall economy of the G20. Although,
the growth in the digital economy has been higher in developing economies - at around 15% to 25%
per annum, there is still a significant digital divide in levels of access and use of digital technologies
between developing and developed countries. This is true across a range of digital technologies -
from something as basic as having access to the internet to something as sophisticated as robotics.

Figures 1 and 2 compare developed and developing economies in terms of their use of robots
and 3D printing capabilities respectively. Information on both these indicators is available across
selected developed and developing countries and captures important aspects of the digital
economy that can make both skilled and unskilled labour more productive.

Figure 1 shows that, in terms of robot density - the number of robots deployed per 10,000 workers
- developed countries of South Korea, Japan and the US are ahead of developing countries.
Compared to the world average robot density of 74 robots per 10,000 workers, India is using only
three robots per 10,000 workers! Similarly, in terms of 3D printing capabilities - measured using AT
Kearney's 3D printing index — developing economies are lagging compared to developed countries,
with African economies featuring at the bottom. This index captures the extent to which labour
skills, industrial capabilities, governance and economic assets in a country support 3D printing.

! Robot densities in countries such as India may be lower due to the abundance of cheap and low-skilled labour, which
makes investment in capital-intensive robotics less attractive. This points to the classic problem in understanding the causal
impact of skills on technology: the two are mutually dependent. Here, the general point is that developing economies have
installed fewer digital technologies
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Figure 1. Robot Density Figure 2: 3D printing index
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Source: International Federation of Robotics (IFR) (2017). Source: AT Kearney's (2017) 3D printing index.
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per 10,000 workers.

Banga and Te Velde (2018) point to a two-pronged problem for developing economies in increasing
competitiveness in the digital economy; not only is the level of digitalisation lower in such countries,
but the impact of digitalisation on labour productivity is also lower. The authors find that, while
a doubling of the internet penetration rate (measured as the percentage of population that has
access to internet) can boost manufacturing labour productivity by roughly 11% in middle-income
economies, the impact of the same doubling on low-income economies is only 3%. This gap in the
impact of internet on manufacturing labour productivity is also noted for Sub-Saharan Africa (SSA)
countries with respect to non-SSA low- and middle-income countries. These results indicate that,
even if low-income countries are able to have the same access to digital technologies as middle-
income countries, the impact on labour efficiency will still be lower, likely due to the absence of a
supportive environment.

To address the digital divide in access and use of digital technologies, a number of issues need
to be addressed in developing economies. First and foremost, digital-readiness in developing
economies can be improved by lowering the cost of capital and energy as well as financing, which
is particularly high in African countries, constraining them from investing in digital technologies.
Borrowing funds is roughly 40-70% cheaper in developing economies of Asia such as India, China
and Thailand compared to African economies (larossi, 2009). Using World Bank TCdata3z60 on
access to loans (the ability to get a loan only based on a good business plan and no collateral) in
the year 2017, we further find that it is much easier to get a loan in developing economies of China,
India, Malaysia and Thailand than in African countries of Nigeria, Kenya, Ethiopia and Malawi.



Second, infrastructure in developing economies needs to be improved and developed. This refers
to both improving basic infrastructure such as securing a reliable access to power supply, improving
roads, ports, postal systems, and so on, as well as developing digital infrastructure including high
speed internet connectivity, mobile virtual networks and interoperable systems. This will help to
create an enabling environment for digital transformation to take place. Third, developing economies
can benefit from building a nation-wide digital identity system, such as the Aadhaar card in India.
A digital identity is the very basis of functioning in a digital economy, and is also a key enabler of
access to government benefits, cross-border authentication, digital payments and e-commerce
growth.

Most relevant to this paper is the fourth aspect of building digital-readiness - improving the
absorptive capacity of the developing country firms. This refers to improving the “capability of
recognising, assimilating, and applying within internal boundaries external knowledge sources
and technologies” (Cohen and Levinthal, 1990). Developing countries, on average, have a less-
skilled workforce compared to developed economies and, as a result, have a lower capability of
utilising technology efficiently. As shown in Figure 3, developed economies of US, South Korea,
Japan and the UK fare well above the developing economies of Asia and Africa on the International
Telecommunication Union (ITU) sub-skills index - the ICT Development Index (IDI). This index
attempts to capture capabilities or skills important for ICT, and uses information on mean years of
schooling, gross secondary enrolment and gross tertiary enrolment?

Figure 3: ITU's IDI sub-skills index across selected developed and developing countries
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Source: ITU IDI sub-skills index.

Note: Data is for 2017. Vertical axis shows values for ICT skills index that uses information on mean years of schooling,
gross secondary enrolment and gross tertiary enrolment.

2 |TU's skills sub-index includes three proxy indicators: adult literacy, gross secondary enrolment, and gross tertiary
enrolment. The Adult literacy rate has been defined as: ‘the percentage of population aged 15 years and over who can both
read and write with understanding a short simple statement on his/her everyday life” The gross enrolment ratio is defined
as: 'the total enrolment in a specific level of education, regardless of age, expressed as a percentage of the eligible official
school-age population corresponding to the same level of education in a given school-year!
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3. The implications of digitalisation for the labour market

Although there is a persistent digital divide, digitalisation is growing globally, bringing with itself a
higher level of automation and inter-connectivity into the manufacturing processes and economic
landscape. As a result, new tools, technologies and machines are being deployed: there are
smart machines coordinating manufacturing; smart service robots collaborating with workers on
assembly lines; smart transport systems for delivery and new fintech applications for payments.
These changes are expected to have a significant impact on labour demand (Section 3.1), and its
composition (Section 3.2).

3.1 Digitalisation and the changing demand for labour

Most studies examining the consequences of digitalisation on employment relate to developed
countries. Of these studies, some find automation to have a labour-substituting effect - that is,
automation can displace jobs and substitute labour, affecting overall employment negatively (see
for instance, Frey and Osborne, 2013; Bowles, 2014; Acemoglu and Restrepo, 2017). Examining the
impact of computerisation on employment, Frey and Osborne (2013) find that 47% of the jobs in US
are at risk. Using the same methodology, Oxford Martin School (2016) finds that 57% of jobs in the
OECD, 69% in India and 77% in China are at risk of being automated, while technological change can
displace roughly 40-60% of the labour force in EU (Bowles, 2014), particularly affecting job markets
of Romania, Portugal, Greece and Bulgaria.

These high estimates have, however, been criticised in the literature for assuming that occupations
as a whole can be automated. There is a great variability in the tasks within each occupation, which
is not accounted for (Autor and Handel, 2013). Since automation is more likely to make certain
tasks in an occupation redundant, rather than the entire occupation itself, a better approach when
examining the employment impact of digitalisation is to analyse the task content of individual jobs.
On breaking down occupations into tasks that have different levels of automatability, the share of
jobs that can be automated in the OECD countries falls to 6-12 %, with significant differences across
countries, depending on regulation, behaviour of users, economic and technical feasibility and
labour market dynamics (Arnzt et al. 2016).

More recently, Bughin et al.(2017) examine the potential impact of automation in roughly 2,000 work
activities - not whole occupations - across developed and developing countries. Assessing the
ability of robots in “sensory perception, cognitive capabilities, natural language processing, social
and emotional capabilities, and physical capabilities”, the authors find that only a small percentage
(less than 5%) of occupations can be fully automated, although roughly 50% of work activities in
almost all occupations can be automated using current digital technologies.

The potential of digitalisation to create new jobs should not be underestimated. Digital technologies
can boost employment opportunities through a number of channels, including: increase in
productivity leading to higher output and exports; lower cost of production leading to new product



demand and profits; rise in existing product demand; and lower barriers to entry in the export market
(Banga and Te Velde, 2018). Cross-country studies documenting a positive employment impact of
automation include Booz and Company (2012) and Muro and Andes (2015), as well as Gregory
et al. (2016) for the EU. WTO (2017) further holds that labour being displaced by installing digital
technologies in some sectors can be absorbed into sectors that are producing these technologies,
as well as into tasks that are complementary to automation and robotics. Increasing deployment
of robots in manufacturing, for instance, not only requires more skilled labour in manufacturing but
also creates jobs in the service of automation tools and machinery.

Recently, however, using country-industry data for 18 developed countries, Autor and Salomons
(2018) show that, while automation in an industry indeed displaces employment in that industry,
there is no evidence of these employment losses being recovered in other sectors. Nevertheless,
the authors do find that direct employment losses are offset to some extent by indirect employment
gains in customer industries and through increases in aggregate demand. It is also important to
note that, in some of the studies that examine the impact of automation on employment, the labour
market is assumed to be frictionless (see for instance, Autor et al, 2003: Zeira, 1998). This results
in a firm's decision to automate being solely dependent on the relative price of labour versus
technology. In reality, some developing countries such as India have imperfections in the capital
markets as well as high labour market frictions that can significantly reduce labour mobility across
sectors. Recent evidence reveals that, due to frictions in the labour market, workers find it difficult
to adjust to industry-level import shocks (Autor et al. 2014), leading to very high costs of job losses
and unemployment (Jacobson et al., 1993).

3.2 Digitalisation and the changing occupational structure

Tinbergen's pioneering work (1974; 1975) shows that the relative demand for skills in an economy is
linked to the skill-bias of technical change; as technology improves, the demand for more ‘skilled
workers'rises. This model, referred to as the “canonicalmodel” in Acemoglu and Autor (2011), includes
only two skills groups (high-skilled and low-skilled workers) performing two distinct and imperfectly
substitutable occupations. Technology in this model can either complement the high-skilled workers
or the low-skilled workers, with changes in technology capturing skill-biased technical change.

It is important to note that skills and technology do not have a one-way relationship; they are
complementary factors that are mutually dependent on each other. Cohen and Levinthal (1990)
argue that absorptive capacity and skills are required in the first place to: implement and adapt the
new technology; accurately anticipate innovation trends; and capitalise on emerging opportunities
and first-mover advantages (Cohen and Levinthal 1994).

Autor et al. (2003) and Acemoglu and Autor (2011) further criticise the canonical model for not
systematically distinguishing between skills and tasks, which becomes particularly relevant when
workers with a particular skill-level can perform a range of tasks and can alter the set of tasks
performed, based on the demands of the job market. More specifically, improvements in ICT have
enabled firms to either directly perform or offshore a subset of the tasks previously performed by
semi-skilled workers. However, such changes in allocation of skills to tasks remain unaccounted for
in the canonical model.
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To account for such changes, Acemoglu and Autor (2011) put forward a model in which each worker
has either low-, medium- or high-level skills. Firms allocate skills to tasks, based on both the price of
the task and the wages of workers in different skills categories. By considering skills (attained from
labour), technologies (attained from capital) and offshoring as competing inputs, the model allows
for new technologies that may directly replace workers in certain tasks.

Findings of ‘labour market polarisation’ in a number of recent studies on developed economies
lend support to this framework. Labour market polarisation refers to the phenomenon of increasing
demand for high-skilled and low-skilled labour relative to middle-skilled workers, often termed as
‘hollowing out’ of the middle-skilled jobs (see Autor et al. 2006; Goos and Manning 2007; Autor and
Dorn 2013; Goos et al. 2014; Beaudry et al. 2016).

The key explanation for polarisation is ‘routinisation’ that is, middle-skilled workers are engaged
in occupations that consist of routine tasks which can be more easily automated. As per Autor et
al. (2003), routine tasks “.require methodical repetition of an unwavering procedure.. exhaustively
specified with programmed instructions and performed by machines’ Routine tasks therefore tend
to be concentrated in middle-skilled jobs such as machine operators, clerical work and assembly-
line workers, where tasks can be more easily codified to be performed by computers. In contrast,
high-skilled workers perform non-routine tasks that can complement technology - for instance,
research and development and professional services (Beaudry et al. 2016), while low-skilled workers
perform non-routine manual tasks that are harder to automate.

Highly paid skilled work has, in turn, raised the demand for low-paid services, reinforcing polarisation
of occupations into “lovely” and “lousy” jobs in developed countries (Goos and Manning, 2007). These
low-skilled services include non-routine tasks such as catering, construction, cleaning and child
care, which do not follow precise procedures and are therefore much harder to automate (Autor and
Dorn 2013). Many of these services, however, remain the least-educated and least-paid categories
of employment. Despite being a developing country, India is also displaying this developed world
phenomenon in which rapid digital progress in some sectors is accompanied by the proliferation of
low-paid service jobs in activities which are, at least for now, difficult to automate (Turner, 2018).

In some cases, technological change can lead to deskilling of occupations much before the
occupations themselves disappear. Consider, for instance, London cab drivers who traditionally
have had to pass a comprehensive test to get a licence for driving that involved memorising
25,000 London streets (German, 2018). Compare this to the current scenario in which introduction
of navigation and GPS systems, and platforms such as Uber, mean that drivers no longer need the
skill of spatial cognition. The key expertise necessary to do the job is now provided by software, that
is, step-by-step navigational instructions (Robinson, 2017), which has lowered the barriers to entry
into driving and allowed less-skilled workers to enter the occupation.® At the same time, skilled jobs
such as programmers and app designers who create online platforms such as Uber are increasing.

3 In countries without a strong labour union in the taxi industry, this can result in falling wages for taxi drivers, But in
countries such as Indonesia, the strong presence of a labour union has prevented taxi wages from dropping, even with
Jber. A large number of app-based rides in such countries can instead create secondary industries or help in shifting
informal workers to the formal sector



However, bearing in mind that there are currently driverless cars being tested in different parts of the
world, it is possible that automation can do away with the occupation of driving itself in the future.

Similarly, jobs in logistics are also being increasingly automated. Consider the example of Amazon
- given the high degree of automation in its warehouses, Amazon now requires workers with less
experience, willing to work for lower wages (The Economist, 2018).

Evidence of routinisation leading to job polarisation is mainly documented for developed economies
such as the US, Japan and 16 European economies (see Spitz-Oener 2006; Autor and Dorn 2013,
Michaels et al. 2014; Goos et al. 2014; Ikenaga and Kamibayashi 2016). The degree of dislocation of
middle-skilled workers varyies significantly. For instance, Goos et al. (2014) estimate that, between
1993 and 2006, the share of middle-skilled jobs remained unchanged in Portugal, but fell by about 5
pp in the Netherlands, and 15 pp in Austria. Although a number of factors can explain the structural
shifts in employment - for instance, the degree of technological progress and globalisation, changes
in product demand, institutional differences between countries possibly affecting relative wages -
the authors find the single most important factor to be routinisation, as described in Autor et al.
(2003).

Much less is known about job polarisation in the context of developing economies. Recently, using
Autor's (2014) classification, the World Development Report (WDR) (World Bank 2016) finds that the
labour markets in developing countries are also 'hollowing-out’ - that is, there are declining shares of
middle-skilled workers. Middle-skilled occupations are those that are intensive in routine cognitive
and manualskills, such as clerks, crafts and related workers, plant and machine operators. In contrast,
high-skilled occupations are intensive in non-routine cognitive and inter-personal skills such as
legislators, technicians and professionals, while low-skilled occupations are intensive in non-routine
manual skills such as sales and service workers. WDR (World Bank 2016) finds that, while in the
period 1995 to 2012, the average decline in the share of routine employment in developing countries
has been 0.39 percentage points (pp) a year, or 7.8 pp over the period, the rate of job polarisation
has been lower in developing countries as compared to developed countries (at 0.59 pp a year).
Reijnders and De Vries's (2017) study lends further support to the polarisation trend in developing
economies. More recently, African Development Bank (AfDB) et al. (2018) find that, between 2005
and 2015, the share of jobs intensive in non-routine” tasks in Asian economies has been on the rise
- there was a 6.9 pp increase - while routine intensive jobs declined.

Figure 4 takes the case of four Asian countries and examines whether countries with higher robot
deployment (a proxy for digitalisation) experience higher increases in the share of non-routine
employment. It is observed that the growth in robot deployment in the period 2005-2015 has been
the highest in China. This may, in part, explain why China ranks ahead of the other countries in
terms of an increase in the share of non-routine employment. The next highest growth in robot
deployment is in Indonesia, followed by India and Malaysia. The same ranking is observed in the
case of increases in non-routine employment.

4 Classification into routine and non-routine is based on Autor and Dorn (2013) and excludes agricultural occupations



Figure 4: Growth in robot deployment and changing nature of jobs (in %)
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\While there is some evidence of polarisation in developing economies, the rate of polarisation has
not been uniform across developing economies. There has been job polarisation in Chile in the
2000s (Messina et al,, 2016) and in Braziland Mexico (Maloney and Molina, 2016). In contrast, Almeida
et al. (2017) find evidence of digital technologies shifting employment away from skilled workers in
Chilean manufacturing in the period 2007-2013, creating more employment in routine and manual
tasks. Examining polarisation roughly over the period 1995-2012, WDR (World Bank 2016) finds that, in
the case of China, mechanisation of agriculture has led to a rise in routine employment. Ethiopia too,
with its large share of manual employment, did not experience job polarisation. In some countries of
Latin America, factors such as the commodity boom have played a larger role in shaping the labour
market and have benefited the low-skilled workers more than workers in other skill categories. In the
case of Argentina, the adoption of ICT in manufacturing between 2010-2012 increased employment
levels across all skills categories, with the effect being largest for skilled workers (Brambilla and
Tortarolo, 2018).

Das and Hilgenstock (2018) argue that studies which consider broad groups of middle-skilled
occupations as routine-intensive tend to overestimate the decline in middle-skilled occupations.
The authors point out that, even within occupations, there is heterogeneity in the routine intensity
of tasks, not accounted for in the estimates of WDR (World Bank 2016) and Reijnders and De Vries
(2017). Das and Hilgenstock (2018) further argue that, for routinisation to result in polarisation, a
significant share of the economy must be engaged in middle-skilled occupations. This is not the
case in developing economies, where jobs tend to be more concentrated in industries with low
susceptibility to automation (International Labour Organization (ILO), 2014; Maloney and Molina,
2016). For instance, roughly 40% of the developing country workforce is employed in the primary
sector (ILO, 2014).

Figure 5 confirms that workers in low-skilled occupations (elementary occupations, service and sales)
and low-routine occupations (skilled agriculture, forestry and fishery) have the highest employment
share in developing countries of Thailand, Bangladesh, South Africaand Ethiopia. In these economies,
the employment share of high-skilled workers (managers, professionals, technicians) is below 20%,
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while the employment share of middle-skilled workers (clerks, crafts and related workers and plant
and machinery operators) ranges from 23% to 31%. In comparison, in the developed economy of UK,
high-skilled workers have the highest employment share.

Figure 5: Employment shares of occupations across selected economies (in %)

Thailand 11.8 8 10.9

South Africa 12.2 8.4 AN

Ethiopia 18.7 5.2 22
Bangladesh 12.7 8.5 16.5
United 8.6 4.9 8.8
Kingdom : ' .
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B Employment shares by occupation; managers

B Employment shares by occupation; professionals

B Employment shares by occupation; technicians and associate professionals

B Employment shares by occupation; clerical support workers

B Employment shares by occupation; service and sales workers

I Employment shares by occupation; skilled agriculture and forestry and fishery workers
B Employment shares by occupation; craft and related trades workers

B Employment shares by occupation; plant and machine operators and assemblers

B Employment shares by occupation; elementary occupations

Source: TiVA database (2016). Data for 2013.

Furthermore, one of the factors that can cause routinisation to result in polarisation is a decline
in the relative price of investment goods (Das and Hilgenstock, 2018), which is noted to be more
of a developed country phenomenon (Dao et al. 2017). While the relative price of investment has
declined by about 15% in developed economies between 1990 and 2015, in developing countries it
has risen by 13%, as per Das and Hilgenstock (2018). Furthermore, the scope for labour displacement
in developing economies is restricted given the low elasticity of factor substitution (Dao et al. 2017).

Although it might take longer compared to developed economies, the relative price of investment
goods is eventually likely to fall in developing economies as well due to continuous and significant
advances in technical feasibility of digital technologies and falling capital costs. Banga and Velde
(2018) demonstrate this for the case of the furniture industry; the authors find that, while a robot in
the US will become cheaper than labour in the US furniture manufacturing industry by 2023, a robot
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in the Kenyan furniture manufacturing will become cheaper than Kenyan labour more than a decade
later - in 2034. Moreover, by 2033, operating a robot in the US becomes cheaper than Kenyan labour,
signalling the possible reshoring of furniture manufacturing tasks to the US® around this time.

Das and Hilgenstock (2018) show that, although the average exposure to routinisation is lower in
developing countries — probably due to higher employment in low-routine tasks such as agriculture,
fishing and forestry - the exposure to routinisation in developing economies is increasing over time.
In the presence of labour market frictions, this means that displaced middle-skilled individuals in
developing economies are unlikely to find employment; they do not have the skills to move into
high-skilled jobs, while labour market frictions and wage rigidity restrict their movement into low-
skilled jobs.

Discussion in this section of the report has highlighted that countries can experience a change in
the structure of employment, with varying degrees, as a result of a number of contributing factors:
globalisation, digitalisation, changes in product demand and institutional differences. However,
evidence of polarisation is mainly concentrated in developed economies and points towards
routinisation as the primary reason for ‘hollowing-out’ of the middle-skilled jobs. While fewer
studies have examined polarisation in developing economies, the studies that do exist suggest that
polarisation has affected developing economies less than developed economies, at least so far.
This may be due to a slower decline in relative prices of investment as compared to developed
countries or a larger share of the developing country population being engaged in low-skilled, low-
routine occupations. Nevertheless, rising technical feasibility and declining costs of capital globally
can increase the potential of digitalisation to impact on the employment structure in developing
economies. The promising sectors and occupations for future job growth in developing economies
are further explored in Section 4.

5 These estimates are based on relative prices of operating a robot and per unit cost of labour. Labour productivity
increases over time are accounted for but analysis does not include other factors such as transportation and time to market

costs
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4. What sectors and occupations will attract jobs in the future?

The impact of the digital economy on employment will not only vary across countries, but also
across sub-regions and sectors, depending on the rate of automation and the type of technology
deployed.

A key finding in Das and Hilgenstock (2018) is that exposure to routinisation varies significantly
across industries in developing economies. Agricultural occupations such as skilled agriculture,
forestry and fishery workers are the least intensive in routine tasks. It is, however, worth noting that
digital technologies have started to enter the low-routine tasks in agriculture as well, increasingly
exposing such tasks to automation. For instance, labour shortages in harvesting have given way
to the development of "robotic strawberry-picking” (Peters, 2017). Being piloted in Belgium by
the company Octinion, this strawberry-picking robot uses machine vision to locate ripe berries,
reaches up with a 3D-printed hand to gently pluck each berry and places it in a basket. If it feels that
a berry isn't ready for harvest, the robot estimates the date it will be ready and returns to pick it. The
Cambridge-based Dogtooth robot can also pick traditional varieties from a British field.

Similarly, services sectors such as accommodation, retail and sales are also less exposed to
routinisation - tasks such as sales require inter-personaland communication skills, which are harder
to automate (Section 4.1). In contrast, many manufacturing tasks can be automated at a faster rate
(Section 4.2).

4.1 Future of jobs in the services sector

As per the World Economic Forum (WEF) Job Survey report (2016), which covers nine sectors in
major developed and emerging countries,® technology is expected to increase overall employment
by 2% in the period 2015-2020, with increase in the services sectors of computer and mathematical,
sales and related, architecture and engineering, management, business and financial operations,
driven by technologies such as mobile internet, cloud computing, Internet of Things (IoT), big data
and robotics.

Arecent survey by Capgemini’ (2017) in the US, UK, France, Germany, Italy, Sweden, China and India
finds that 76% of manufacturers already have an ongoing ‘smart factory' initiative or are working
on one. These smart factories operate on Industrial loT - a digital technology that is expected to
have a major impact on the landscape of manufacturing. It allows scaling up of interconnected
manufacturing, where machinery and equipment communicate with each other through the
internet, without a human operator. Such loT-based manufacturing will require transmission of data

® This survey sample covers nine sectors (financial services and investors; ITC; energy; basic services and infrastructure;
mobility; consumer; healthcare; media, entertainment and information; and professional services) in 13 major developed
and emerging economies (Australia, Brazil, China, France, Germany, India, Italy, Japan, Mexico, South Africa, Turkey,

UK, US) and two broader regional groupings - Association of Southeast Asian Nations (ASEAN) - combining results for
Indonesia, Malaysia, Singapore, Thailand - and the Gulf Cooperation Council (GCC) - combining results for Kuwait, Qatar,
Saudi Arabia, and the United Arab Emirates.

7 A Paris-based multinational information technology consulting corporation.
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across the entire production chain, indicating the increasingly important role of ICT services in the
manufacturing processes. This also highlights the growing role of data processing services and the
need for advanced data analytics.

However, in some services sectors, certain digital technologies are found to be employment
reducing. For instance, mobile internet and cloud technology is predicted to reduce employment
by roughly 3.9 % in installation and maintenance, and by 5.82% in office and administrative work
(WEF, 2016). In office and administrative work, virtual assistants are rapidly changing the role or tasks
provided by secretaries, particularly in small and medium-sized enterprises. While traditionally
secretaries have worked in an office setting, virtual assistants are independent contractors or
employees who can remotely offer many of the secretarial services, including office tasks such as
calendar management, documents and filing support, as well as technical services such as social
media support, email marketing, transcription, and so on.

Tasks in financial services, such as data entry, accounting and filing claims, as well as manual,
clerical, logistical tasks in transportation and storage, inventory management and back-office
processing, face high exposure to routinisation.

Table 1 shows that, for developing economies of Brazil, China, India, and Mexico the ‘mainstay’
sectors - that is, sectors that are going to become or remain important in the future (as a result of
growth or stability in employment) include service sectors of computer, mathematics and science,
architecture and engineering, education and training, sales and related activities, and management.
In contrast, employment outlook is negative for the office and administrative sector across all
developing economies. Manufacturing and production is expected to experience a decline in
employment in China and India, with transportation and logistics being a ‘sceptic’ sector for China,
which is ahead on the technology frontier compared to the developing economies considered.

Table 1. Employment outlook 2020

Brazil China India Mexico

Computer, mathematics and
science

Architecture and engineering

Education and training

Sales and related activities

Management

e = e e e e e e e e = — e

Transportation and logistics

Manufacturing and production

Office and Admin

Construction and extraction

Installation and Maintenance

Business, legal and financial

Social and protective services

I

Key: Green boxes denote growth in employment or stable employment by 2020, and red boxes denote
decline in employment
Source: constructed from data in WEF jobs survey report (2016)

Arts/ media/entertainment
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4.2 Future of jobs in the manufacturing sector

For manufacturing and production, the WEF Job Survey (2016) predicts an overall decline of 1.6% in
employment across developed and developing countries in the period 2015-2020, largely driven
by labour-substituting technologies, such as 3D printing, which is expected to reduce employment
by 3.5%. However, caution is warranted here, since these estimates do not account for an increased
manufacturing demand for advanced materials and the potential for labour-complementing
productivity improvements through digital technologies such as robotics.

Even within the manufacturing sector, the rate of automation depends on technological and
economic feasibility, implying that industries are being automated at different rates. For instance,
compared to the automotive sector, robots in the garments sector need to have a lot more dexterity,
for example, for tasks such as stitching and embroidery. At the same time, average wages in the
garments sector are relatively lower compared the automotive sector, indicating that automation
may not be economical as yet.

Figure 6 compares the distribution of robot sales across the main industries of selected countries. It
is observed that robot deployment in the US, UK and China is much more diversified - that is, robots
are being used in all of the following industries: automotive, electrical, chemical, metal products,
food and beverage and ‘other' (which includes apparel, footwear, etc). In contrast, in developing
economies of India, South Africa and Mexico, roughly more than 60% of total robot deployment is
concentrated just in the automotive sector. Similarly in Malaysia, 64% of robot deployment is in the
electrical/electronic industries. Globally, industries of paper and paper products, wood and wood
products, basic metals, food, beverage and tobacco, and textiles and garments are less affected by
global technological changes (Hallward-Driemeier and Nayyar, 2017).

Focusing on developing Asia's use of industrialrobots, AfDB et al. (2018) confirm that robot deployment
is concentrated mainly in capital-intensive manufacturing - which has relatively low employment
levels to begin with. As per their report, while the electrical/ electronics sector and automotive sector
each accounted for 39% of total robot use in 2015, these sectors accounted for only 9.2% and 4.2% of
total manufacturing employment, respectively. In contrast, textiles, apparel and leather combined
accounted for only 0.1% of robot usage in 2015, but 19.2% of total manufacturing employment. Given
that robot usage is concentrated in sectors with relatively low employment, AfDB et al. (2018) point
out that concerns about robots replacing workers in developing countries may be overstated.

Figure 6: Distribution of robots across different industries
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5. The changing demand for skills in the digital economy

While digital technologies will make some jobs redundant, they are more likely to affect overall jobs,
through substituting specific tasks in a job. This will free up workers to perform other tasks or new
tasks that will require new skills.

To identify the skills that will potentially become important in the future, this section first develops a
Skills-Tasks matrix to help ‘unpack’ the skills needed in different types of tasks (Section 5.1). It then
examines the changing occupational structure and associated skills needed in developing countries
(Section 5.2). Building on this, Section 5.3 identifies the future skills needed in a digital economy. It
uses concepts of ‘core skills' that directly increase the competitiveness of workforce in the digital
economy and ‘ancillary’ skills that are more difficult to automate - and therefore remain relevant in
the digital economy, or support the digital economy but do not directly contribute to it. Within core
skills, the study distinguishes between digital skills and soft skills and conceptualises the interaction
between the two. This is presented as the ‘digital economy skills nexus.

5.1 Developing a Skills-Tasks matrix

The impact of digitalisation will depend on the type of task being performed by workers. Autor et al.
(2013) distinguish between routine and non-routine tasks. Goos and Manning (2007) and Spitz-Oener
(2000) follow this by classifying tasks into five categories: routine cognitive (eg record-keeping,
repetitive customer service); routine manual (eg repetitive assembly);, non-routine cognitive (eg
legal writing); non-routine manual (eg truck driving); and non-routine interactive (eg managing and
supervising). Autor and Dorn (2013), on the other hand, distinguish between three types of tasks:
abstract tasks (eg problem-solving and managerial tasks); routine tasks; and manual tasks.

Drawing on these studies, Figure 7 presents a Skills-Tasks matrix as a first step in understanding the
different skills that will be in demand in the digital era, based on the type of task being performed.
The matrix distinguishes between four types of tasks, routine versus non-routine tasks (given in the
rows of the matrix), and manual tasks versus cognitive tasks (given in the columns).

Routine tasks refer to those that follow explicit rules and can therefore be more clearly codified.
Automation and robots are more likely to substitute such tasks than non-routine tasks, which do
not follow a set pattern of rules and require more tacit knowledge and interactions with people.
Non-routine tasks of designing, creating art, conducting research, managing and supervising teams,
nursing, child care, and cleaning have proven hard to automate.

Manualtasks referto physicaltasks performed by labourers or service occupations that need low skills

but are harder to automate (Acemoglu and Autor, 2011). On the other hand, cognitive tasks are often
associated with higher education levels, reading and writing capabilities, as well as more developed
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cognitive abilities such as analytical and critical thinking, logical and mathematical reasoning and
managing. Robots and other ICT capital are often complementary to workers performing cognitive
tasks - they can increase productivity for workers who possess analytical and inter-personal skills,
or even manual skills that require dexterity (Acemoglu and Autor, 2011).

Using different combinations, four types of task categories, and associated skill categories, emerge:
routine-manual tasks, routine-cognitive tasks, non-routine manual tasks, and non-routine
cognitive tasks.

Routine-manual tasks such as operating machinery, carpentry and constructions are more likely
to be performed by middle-skilled workers with physical skills. In such tasks, not much analytical
thinking is needed once the skill is learnt; tasks are repetitive in nature and are therefore being
increasingly automated across developed and developing countries. This is in line with results
from Table 1 which show a declining employment outlook in Brazil for construction and extraction
industries, which are more intensive in routine-manual tasks. Even in some African economies,
such tasks are now being automated - see Banga and Velde (2018) for a case study on the Kenyan
furniture manufacturing firm FunKidz that is using computer numerical control technology to cut and
shape children'’s furniture.

However, when examining the potential of such tasks being automated, itis important to consider the
dimension of technical feasibility. Some routine manual tasks require hand dexterity, such as stitching
in garments, as yet not easily done by robots. Although there are few examples demonstrating the
potential of upcoming technologies in these tasks - see for instance, Banga and Velde (2018) for a
case study on the A-Z Textile Mill in Tanzania and how modern cutting lasers are replacing workers
in the garments sector - digital technologies have not yet fully diffused in such tasks on a wide
scale, due to technological and economic infeasibility.

Routine-cognitive tasks, also performed mostly by middle-skilled workers, are associated with jobs
of book-keepers, secretaries, bank tellers and clerks. These routine tasks are also being automated
at a fast rate - for instance, a large number of stores already have self-checkout counters instead
of cashiers, and free business management software such as Money Manager EX, TurboCASH, and
soon.

Non-routine manual tasks involve agile physical skills (for instance, required in truck driving or
operating vehicles) as well as ‘soft’ skills (skills that are harder to measure) such as interpersonal
skills for sales occupations, and socio-emotional or empathetic skills (for service occupations such
as nursing, caring, janitorial work, security work etc). Such tasks are harder to automate and generally
performed by low-skilled workers.

Non-routine cognitive tasks require job-neutral 'hard’ skills (measurable skills) such as digital skills
(for collecting online information, data analysis, etc), job-neutral 'soft’ skills, such as interpersonal
skills, managerial skills, analytical thinking and creative-thinking skills. They also involve job-specific
skills — for instance, legal writing, coding and programming, health-care, education and training,
professional and technical services.
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Figure 7: Skills-Tasks matrix

Manual Cognitive

Routine Physical skills such as Enterprise skills such as book-
controlling and operating keeping, accountancy, pay-roll
machinery, assembling parts, processing, cashier and clerk waork
construction, carpentry.

Non-routine Physical skills of operating Job-neutral hard skills such as basic
vehicles, industrial truck and intermediate digital skills,
operations, Interpersonal proficiency in foreign language.
skills and socio-emotional Job-neutral soft skills such as
and empathetic skills for interpersonal skills, managerial skills,
sales occupations and service  analytical and critical thinking,
occupations such as security problem-solving and creative and

work, caring, janitorial services. | design skills.

Job-specific hard skills such as legal
skills, pharmacy skills, advanced
digital skills

Source: Authors (2018)

5.2 Changing occupational structure and skills needs in
developing countries

Figure 7 highlighted the skills associated with different task categories. This section examines
how the occupational structure is changing in developing economies, in the context of the digital
economy, and the associated skills needs. It identifies the task categories that are going to attract
future job growth in the digital economy.

Examining 13 major developed and emerging economies, WEF (2016) finds that the percentage of
Jjobs requiring cognitive abilities as a core skill is expected to rise to 15%, from a current level of 11%.
Similarly, there are going to be changes in skills requirement within a job. For instance, among all
the jobs requiring cognitive abilities as part of their core skill sets, 52% of the jobs do not have such
requirements now and are expected to have increasing demand of cognitive abilities by 2020 (WEF
Jjob survey report, 2016). As per the report, cognitive abilities, system skills (evaluation and analysis
of systems) and complex problem-solving skills are expected to be the top three skills demanded
in the future.

The rise in demand for workers performing non-routine tasks has also been an increasing trend in
a number of economies. Since the 2000s, the employment share of occupations intensive in non-
routine cognitive skills (such as analyticaland critical thinking) and socio-emotional skills hasincreased
from 19% to 23% in emerging economies, and from 33% to 41% in advanced economies (WDR, World
Bank 2018 working draft). Across countries, higher-order cognitive skills, such as technical skills, and
socio-emotional skills are consistently ranked as top valued skills by employers. Employers in Benin,
Liberia, Malawi and Zambia suggest that technical skills, teamwork, communication, and problem-
solving skills are the most important sets of skills for the future (Arias et al. forthcoming, as cited in
WDR, World Bank 2019 working draft). In middle-income countries in Europe, such as in Bulgaria and
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Romania, the demand for non-routine cognitive and interpersonal work is increasing, but there is no
increase in demand of low-skilled non-routine manual work (Gorka et al. 2017). Similarly, cognitive
work has increased in other countries such as Botswana, Ethiopia, Mongolia, the Philippines, and
Vietnam (see Mason et al. 2018 and World Bank, 2016).

Asian Development Bank's (2018) analysis of employment trends in five developing Asian economies
(India, Indonesia, the Philippines, Thailand, and Vietnam) over the past decade confirms that jobs with
a high frequency of interactive tasks (such as negotiations or group activities), cognitive tasks (such
as writing memos, analysing data, and preparing charts and tables), and/or using ICT to perform
complex tasks, have experienced relatively higher growth in employment and wages (see Figure 8).
For example, employment in these types of jobs in the mentioned Asian countries expanded 2.6 pp
faster than total employment annually (ADB 2018). In contrast, jobs intensive in manual work, which
are already low paid, have experienced limited employment and wage growth, contributing to rising
inequality.

Detailed analysis of occupation titles in three Asian countries - Malaysia, Philippines and India® - by
the ADB (2018) further reveals that new types of jobs have emerged to handle new technologies.
Occupations with the highest proportion of new job titles in the three Asian economies include: ICT
operations and user support technicians; architect and designers; software application developers
and analysts; medical and pharmaceutical technicians; electronics and telecommunications
installers; sales and marketing professionals; database and network professionals; and other health-
related professionals. In India, a significant share of new job titles has also emerged in the middle-
skilled occupations in craft and related trades - the fastest growing occupation category in the
country. The creation of new job titles in these occupations is possibly driven by the different types
of technicians needed to work with computer numerical control machines (ADB, 2018).

Figure 8: Annual employment growth (in %) in jobs, by task-intensity and type.
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Source: reproduced from ADO (2018).
Note: The time frames vary across countries; Vietnam (2007-2015), Thailand (2000-2010), India (2000-2012),
the Philippines (2001-2013), and Indonesia (2000-2014). Jobs are classified in terms of whether they are

high-intensive or low-intensive with respect to the five task categories.

® Datais for. Malaysia 2008; India 2015, Philippines 2012
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5.3 Skills needs of the future

Section 5.2 has highlighted non-routine cognitive tasks as the most promising task category in the
future. In the increasingly digital economy, higher job growth is expected in non-routine cognitive
tasks, compared to other types of tasks. Consequently, skills based on tacit knowledge and
interactions between people - for example, teamwork, management and care-giving — will be in
higher demand. A rapidly evolving world of work will also require adaptability and flexibility from
workers, which will enable them to shift easily from one job to another (WDR, World Bank 2019
working draft). This suggests the increasing importance of a ‘skill-set' of cognitive skills (such as
critical thinking and problem-solving), interpersonal skills, managerial skills and creative skills.

Drawing on both the Skills-Tasks matrix (Section 5.1) and the changing occupationaland skill structure
(Section 5.2), Figure 9 maps out the future skills needs. These skills refer to those needed to perform
non-routine tasks, and can be classified into ‘core’ or ‘ancillary’ skills to the digital economy.

Core skills are those that directly contribute to increasing competitiveness of workers in the digital
economy and include: a) job-neutral basic to intermediate digital hard skills; b) job-specific digital
skills which refer to specialist digital skills; and c) job-neutral soft skills such as interpersonal skills,
managerial skills, analytical, critical thinking and problem-solving skills as well as creative skills and
adaptive skills.

In comparison to ‘core’ skills, ‘ancillary’ skills are those that remain relevant in the digital economy
(such as job-specific legaland pharmacy skills) or that support the digital economy but do not directly
contribute to it, such as: a) socio-emotional and empathetic skills needed for low-skilled service
occupations of child-care and nursing; and b) physical skills - for instance, operating industrial
trucks and other vehicles. In some cases, digitalisation can create employment for such skills. For
example, a rapid rise in e-commerce is likely to create service jobs, such as inventory and parcel
delivery, which will require more industrial drivers in the short-run but can possibly be performed by
autonomous cars in the long-run. On the other hand, as per WDR (World Bank 2019, working draft),
the demand for narrow, job-specific skills is falling.

Figure 9: Core and Ancillary skills in the digital economy

Core skills in the digital economy

Job-neutral digital skills — basic to intermediate: eg data analysis

Job-specific specialist digital skills — eg computer programming

Job-neutral cognitive skills — eg analytical and critical thinking, problem-solving,
creativity

Job-neutral interpersonal skills — eg communication, collaboration, management

Ancillary skills in the digital economy

Interpersonal skills — eg communication for sales occupations

Socio-emotional skills for low-skilled service occupations — eg empathy for nursing
Physical skills that require dexterity — eg truck driving

Job-specific hard skills — eg legal writing

Source: Authors (2018)
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Under core skills, basic digital skills are industry-neutral skills needed for using the internet, mobile
phones, browsing the web, sending emails, and so on. These skills are important for workers to
function at a minimum level in a digital economy. Basic digital skills can be further broken down into
basic hardware skills - the skills to operate a computer and touch-screen smartphones, as well as
basic software/online skills such as emailing and searching the internet which can help gain access
to information and people (ITU, 2018).

Intermediate digital skills refer to skills for engaging with internet and digital technologies in a more
productive manner. This includes computer technology (for instance, use of Microsoft® Office and
PowerPoint), digital design (User Interface design, Photoshop, etc), digital marketing (use of social
media and electronic platforms) and data analytics and storage, as well as secure use of internet
to carry out such tasks (that is, cybersecurity). These skills prepare workers for a wide range of
digital tasks and help them adapt as technology changes. For instance, data skills feature more
prominently as the data revolution gains further momentum, generating demand for skills needed
to produce, analyse, interpret, and visualise large amounts of data (ITU, 2018).

The third category - specialist digital skills — are job-specific and crucial to the digitaleconomy. These
include special technical skills such as computer programming, network management, coding, big
data analytics, cryptography, and so on. Such skills are mainly acquired through advanced formal
education but can also be learnt from other options such as incubators, boot camps, etc (ITU,
2018). These skills are associated with jobs in sectors of computer, science and mathematics and
architecture and engineering that have been previously identified as the ‘mainstay’ industry sectors.

Combining digital skills with soft skills such as communication, management and analytical thinking,
Figure 10 presents a two-dimensional nexus for ‘core’ skills in the digital economy. Soft skills are
represented on the Y axis and digital skills on X axis, with the width of the circles representing the
importance of the skill to the digital economy - that is, the bigger the circle, the more relevant the
skillis to the digital economy.

Figure 10: The digital economy core skills nexus
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The smallest circle represents basic ICT skills - that is, ICT knowledge and use of hardware and
software necessary to function and operate in a digital economy. The next-largest circle refers to
information management that requires intermediate digital skills needed to use ICT to effectively
search, organise and use electronic information. This will require judging the usefulness of the
acquired information and the ability to coherently collate and analyse information and data from
different sources (Laar et al., 2017).

There are jobs that require intermediate digital skills as well as communication skills - for example,
using ICT to communicate information effectively through social media and online platform (such as
digital marketing), and managing and collaborating by digitally exchanging information or sharing
ideas on online platforms (for example using online project management software such as Trello and
Zoho). Similarly, using ICT to create new content and knowledge requires intermediate to specialist
digital skills and soft skills of creative and innovative thinking (for instance, advanced technology
design).

The largest circle represents skills for using ICT for making informed decisions, negotiating,
understanding and solving problems in a digital context. This involves specialist digital skills as well
as soft skills. For instance, the digital technology of 3D printing involves the knowledge of computer-
aided design and ‘additive manufacturing’ which requires advanced digital skills of 3D modelling
as well as soft skills of problem-solving, critical thinking and creative designing. Another example
would be systems engineering which requires computer engineering skills along with leadership,
project management and communication skills.
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6. Assessing skills-readiness in the digital economy

Several studies find evidence for the persistence of a digital divide in access and use of digital
technologies (see for instance, Banga and Te Velde, 2018). Over the past few years, emphasis on
the divide has shifted to include skills that are necessary to effectively use digital technologies and
the internet. This has been referred to in the literature as the “second-level divide" (Hargittai 2002),
which differs across regions. The Human Capital Index by the WEF (2017) ranks 130 countries in
terms of how well they are developing their human capital across four areas: capacity, deployment,
development and know-how. At the regional level, the human capital development gap is found to
be the smallest in North America and Western Europe, and largest in South Asia and Sub-Saharan
Africa. But even within regions, there are differences in the overall human capital outcomes across
countries.

This section compares the skills-readiness of countries for competing in the digital economy based
on tertiary and vocational education (section 6.1), how countries are faring in the Skills-Tasks matrix
(section 6.2) and skills shortages (section 6.3). Selection of indicators and countries is guided by data
availability.

6.1 Assessing skills-development based on education

Education plays an important role in addressing the different skills needs in a digital economy. For
instance, skills developed through tertiary education and higher education, such as engineering and
architecture, are important, along with skills developed through vocational education. Development
of a curriculum that teaches basic literacy and technical skills and also teaches soft skills that can
prepare the future workforce of countries is essential.

Figure 11 assesses skills development in countries using the tertiary education enrolment ratio.
North America, Germany and the UK have a significantly higher share of tertiary enrolment in
gross enrolment - 83%, 64% and 57% respectively. Among the developing economies considered,
only Hong Kong has enrolment rates comparable to the developed countries. Other developing
economies, particularly African countries, are lagging.

Figure 11 Tertiary enrolment, as a percentage of gross enrolment
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Source: World Development Indicators (WDI) Note: Data for countries is for 2016, except Brazil, Germany, UK, Cambodia,
Thailand and Tanzania (2015). Data for Ethiopia and Uganda is for 2014. Gross enrolment ratio for tertiary school is
calculated by dividing the number of students enrolled in tertiary education (regardless of age) by the population of the

age group that officially corresponds to tertiary education.
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Differences are also evident in the case of vocational education, introduced in most of the
countries (including BRICS nations - Brazil, Russia, India and China) at the upper secondary level
(BRICS business council, 2016). Among the BRICS countries, Russia and China have much higher
participation in vocational education - 52% and 46% respectively (see figure 12) - comparable to
France and Germany which have an enrolment rate of around 45% in vocational courses at upper-
secondary level.

Figure 12: Percentage of students enrolled in vocational courses in BRICS
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Source: UNECSO statistics

6.2 Assessing skills-development using the Skills-Tasks matrix

Examining routine tasks (as specified in the Skills-Tasks matrix in Figure 7), Figure 13 shows that US
scores higher in routine cognitive skills compared to developing economies. By contrast, African
economies of Rwanda and Tanzania score higher in routine manual skills. In terms of soft skills
and non-routine manual skills, the US ranks higher in both analytical and inter-personal skills, with
African economies of Rwanda and Tanzania having the lowest score on these soft skills (Figure 14).
On the other hand, African economies score higher on non-routine manual physical classified under
‘ancillary’ skills in Figure 9.
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Figure 13: Score on routine skills® Figure 14: Score on Soft and periphery skills'®
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Source: Data are from Aedo et al. (2013).
Note: Aedo et al. (2013) combine data on skills content per occupation, using the Occupational Information Network
(O'NET) with the labour force structure to provide occupation-based skill-measurement scores for 30 countries. Scores
are based on routine skills, non-routine manual skills, inter-personal skills and analytical skills

In terms of digital skills (classified as core skills in Figure Q) analysis of the ITU survey database for
2014-2016 reveals that most adults in low- and middle- income countries do not perform even the
most basic ICT functions, with only 4% of adults in Sudan and Zimbabwe being able to copy and
paste files; and only 2% to 4% in Egypt, Iran, Jamaica and Pakistan being able to use basic arithmetic
formulas in a spreadsheet (UNESCO, 2017).

As for digital specialist skills, it is observed that the share of ICT professionals - such as web
programmers, coders, etc - in totalemployment is much lower in developing economies compared
to the US. Figure 15 shows that the share of ICT professionals in total employment is around 2.4% in
the US, but as low as 0.18 and 0.04 in developing economies of Thailand and Indonesia respectively.

¢ Routine manual skills use information ability to adapt to the speed of the equipment, to control machines and processes,
and time spent time making repetitive motions. Routine cognitive skills are based on the ability to repeat the same task, to
be exact and to handle structured work (Aedo et al. 2013).

1©° Non-routine manual skills are based on the ability to operate mechanised devices and vehicles, handle objects,
dexterity and spatial orientation. Analytical skills measure is based on the ability to analyse data/information, to think
creatively and to interpret information, while the interpersonal skills measure uses information on the ability to maintain
personal relationships and manage others (Aedo et al. 2013)



Figure 15: ICT professionals in total employment (in %)
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6.3 Assessing skills shortages

As mentioned above, some studies argue that digitalisation is likely to lead to displacement of
middle-skilled workers in developing economies. While labour market frictions and wage rigidities
may restrict middle-skilled workers from moving into lower-skilled jobs, they are also unlikely to
find employment in more skilled or new jobs created in the digital economy that need higher skills.
This is particularly significant in Latin America (Melguizo and Perea, 2016), and in Africa. In the period
2006-2013, the percentage of firms identifying inadequately skilled workforce as a major constraint
to firm operations increased in many African economies; roughly by 26 pp in Kenya, 2 pp in Tanzania,
16 pp in Rwanda, 11 pp in Ghana and 3.6 pp Uganda. The skills gap has fallen in the case of India (5
pp) and Ethiopia (18 pp). See Figure 16.

Figure 16: Percentage point change in skills gap
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Source: World Business Environment Survey (WBES).

Notes: Skills gap is measured as the percentage of firms reporting an inadequately skilled workforce as a major
constraint to firm operations. Data dates are: Ethiopia 2006-2011; Ghana 2007-2013; India 2006-2014; Kenya 2007-2013,

Rwanda 2006-2011; Tanzania 2006-2013; Uganda 2006-2013.
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To examine which skills are in shortage across developed and developing economies, data sets
are obtained from the Trade in Value Added (TiVA) database.™ Figure 17 shows a skills shortage in
developed countries - the UK, Italy and France - in mathematics and science skills, critical thinking
and problem-solving skills, social skills and technical skills (operations analysis, technology design,
equipment selection, installation, programming, operation monitoring, equipment maintenance,
trouble-shooting, repairing, quality-control analysis). Of these countries, only Germany has a surplus
in technical skills.

In developing economies of Romania and South Africa, there appears to be an overall surplus of
technical skills, but a shortage of problem-solving skills, social skills, critical thinking skills and math
and science skills. Data from TiVA reveals that, within technical skills, there is a shortage in skills of
operations analysis and programming in the two countries, with Romania also having a shortage in
technology design. Across Romania and South Africa, there is surplus in technical skills of quality
control, troubleshooting, equipment maintenance and installation. However, it is important to note
that, with growing digitalisation of economic activities, technical skills such as troubleshooting are
also becoming automated through artificial intelligence (WEF, 2016).

Figure 17: Skills shortage across countries by type of skill
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Source: TiVA database (2016). Data for 2013.

Note: Mathematical/science skills refer to using mathematics/scientific rules and methods to solve problems. Critical
thinking refers to use of logic and reasoning, social skills include interactive and negotiation skills, complex problem-
solving skills refer to developed capacities used to solve novel problems in complex, real-world settings.

Technical skills include digital skills such as programming and technology design.

1 TIVA matches occupations to measures of skills requirements for each occupation using the US O'NET database
which covers cognitive and non-cognitive skills as well as tasks. The final skills shortage indicator adjusts the different skills
requirements for each occupation by the extent of an occupational shortage index.
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7. Conclusion

The main objective of this study was to examine the future of skills in developing economies in the
context of rapid, global digital progress. Considering that the future of skills differs across regions,
countries, sectors and tasks being performed, the study conducted a literature review and undertook
data analysis relating to how developing economies are faring in the digital economy, especially
with respect to the implications of digitalisation for the level and structure of employment, and the
likely sectors and tasks that are going to become important in the future.

A number of important insights have emerged from this study. First, automation may create new
employment opportunities, replace labour in certain tasks and also change the role of workers in
certain occupations. The rate of automation differs across countries and sectors, depending on
technological and economic feasibility; the impact of automation on the labour market also differs
across countries, depending on a number of factors, including globalisation, new product demand,
occupational structure in employment, labour frictions, institutional differences affecting relative
wages, and so on.

Routinisation has led to labour market polarisation in developed economies. But there is less
evidence of declining employment shares of middle-skilled workers in developing economies,
possibly owing to labour being more concentrated in low-skilled and low routine occupations as
well as the slower decline in the relative price of investment. The rate of polarisation also varies
across developing countries. However, given the fast pace of technical advances and the falling
cost of capital equipment, polarisation is a possible scenario for developing economies in the future.

Given that digitalisation affects both employment and employment structures, it is important to
identify what sectors and occupations are likely to be in demand in the future. In terms of future
sectoral job growth in developing countries, it is expected that there will higher employment growth
in services sectors such as computer, mathematics and science, architecture and engineering,
education and training and sales and related activities and management. In contrast, office and
administrative services, financial services, aswellas clericaland logistical services, face high exposure
to routinisation. Although overall the manufacturing sector faces higher exposure to automation than
services, the rate of automation differs across industries, depending on relative wages, dexterity in
production and technical feasibility. Impact of robot deployment will also differ across industries -
for instance, in developing Asia, robot deployment is concentrated in the more capital-intensive
industries which employ relatively fewer people than traditional industries.

Occupations that are intensive in non-routine manual tasks and non-routine cognitive tasks are
expected to experience growth in the future. Non-routine manual tasks require dexterous physical
skills (such as for driving trucks) as well as socio-emotional skills for nursing and caring. Non-routine
cognitive tasks, on the other hand, require more skilled-workers with ‘hard’ skills such as digital and
professional skills as well as ‘'soft skills' of management, collaboration, communication and analytical
thinking.
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In the context of the digital economy, the study identifies core skills that can directly increase
competitiveness of workforce, and ancillary skills that either remain relevant or support the digital
economy, but do not directly contribute to it. Core skills that need to be developed include: a) job-
neutral digital skills; b) job-specific digital skills; and ¢) job-neutral soft skills such as communication,
management, analytical and critical thinking and creativity. Ancillary skills that can support the digital
economy include: a) physical skills that require dexterity; and b) socio-emotional and interpersonal
skills for service and sales occupations.

The skills-readiness of developing economies is lagging compared to the developed economies.
Developing economies have a lower share of tertiary and vocational enrolment, and a lower share
of ICT professionals in total employment. They rank lower in routine-cognitive, inter-personal and
analytical skills, but higher in non-routine manual skills. Skills-shortages have increased over time in
some African countries.

To become competitive in the digital economy, developing economies need to adapt to the rapidly

changing skills landscape. This paper tries to identify these skills, which need to be acquired and
built using targeted policies. How to do this forms an important topic for future research.

29



8. References

Acemoglu, D. and Autor, D., 2011. SKills, tasks and technologies: Implications for employment and
earnings. In Handbook of Labor Economics (Vol. 4, pp. 1043-1171). Elsevier.

Aedo, C., Hentschel, J., Lugque, J. and Moreno, M., 2013. From occupations to embedded skills:
a cross-country comparison. The World Bank.

African Development Bank (AfDB); Asian Development Bank (ADB), European Bank for
Reconstruction and Development (EBRD); Inter-American Development Bank (IDB).
2018. The Future of Work: Regional Perspectives. Available at https.//publications.iadb.org/
handle/11319/8840. Accessed on 12 September, 2018

Almeida, R., Fernandes, AM. and Viollaz, M. 2017. Does the adoption of complex software impact
employment composition and the skill content of occupations? Evidence from Chilean
firms. Policy Research Working Paper 8110. Washington, DC: World Bank.

Arias, Omar, David Evans and Indira Santos. Forthcoming. The Skills Balancing Act in Sub Saharan
Africa: Investing in Skills for Productivity, Inclusion and Adaptability. World Bank:
\Washington, DC.

Arntz, M., Gregory, T. and Zierahn, U. 2016. The risk of automation for jobs in OECD countries:
A comparative analysis. OECD Social, Employment, and Migration \Working Paper 189:
0-1. Paris: OECD.

Asian Development Bank (ADB). 2018. Asian Development Outlook: How Technology Affects
Jobs. Manilla.

AT Kearney. 2017. 3D Printing Index. Available at www.atkearney.com/operations-performance-
transformation/article?/a/3d-printing-disrupting-the-12-trillion-manufacturing-sector.
Accessed on 2 July, 2018

Autor, D. and Salomons, A, 2018. Is automation labor-displacing? Productivity growth,
employment, and the labor share. Brookings Papers on Economic Activity.

Autor, D. H. 2014. Skills, Education, and the Rise of Earnings Inequality Among the ‘Other 99
Percent. Science 344, no. 6186 (May 22, 2014): 843-851.

Autor, D., Katz, LF. and Kearney, M., 2006, May. Measuring and interpreting trends in economic
inequality. In AEA Papers and Proceedings (Vol. 96, No. 2, pp. 189-194).

Autor, D.H. and Dorn, D. 2013. The growth of low-skill service jobs and the polarization of the us
labor market, American Economic Review 103.5.: 1553-1597

Autor, D.H. and Handel, M.J. 2013. ‘Putting tasks to the test: Human capital, job tasks, and wages,
Journal of Labor Economics 31(1): S59-S96

30



Autor, D.H., Dorn, D., Hanson, G.H. and Song, J., 2014. Trade adjustment: \Worker-level evidence.
The Quarterly Journal of Economics, 129(4), pp.1799-1860.

Autor, DH,, Levy, F.and Murnane, R.J. 2003. 'The skill content of recent technological change:
An empirical exploration’ Quarterly Journal of Economics 118(4): 1279-1333.

Banga, K and te Velde, D\W., 2018. Digitalisation and the Future of Manufacturing in Africa.
Overseas Development Institute, London.

Beaudry, P, Green, D.A. and Sand, B.M., 2016. The great reversal in the demand for skill and
cognitive tasks. Journal of Labor Economics, 34(51), pp.S199-5247.

Booz and Company, 2012. Maximizing the impact of digitization. PwC.
Bowles, J. 2014. The computerisation of European jobs. Brussels: Bruegal.

Brambilla, I. and Tortarolo, D., 2018. Investment in ICT, productivity, and labor demand: The case of
Argentina. The World Bank.

BRICS business council, 2016. Skill Development for Industry 4.0. BRICS Skill Development
Working Group. Available at www.globalskillsummit.com/Whitepaper-Summary.pdf.
Accessed on 2 August, 2018.

Bughin, J., Manyika, J. and Woetzel, J., 2017. A Future That Works: Automation, Employment, and
Productivity. McKinsey Global Institute. January 2017.

Capgemini Worldwide. 2017. Smart Factories and the Modern Manufacturer. Available at
www.capgeminicom/service/smart-factories-and-the-modern-manufacturer.

Accessed on 15 July, 2018.

Cohen, W., and Levinthal, D. 1990. Absorptive Capacity: A New Perspective on Learning and
Innovation. Administrative Science Quarterly, 35(1), 128-152. doi:10.2307/2393553

Cohen, WM. and Levinthal, D.A., 1994. Fortune favors the prepared firm. Management science,
40(2), pp.227-251.

Das, MM, and Hilgenstock, B., 2018. The Exposure to Routinization: Labor Market Implications for
Developed and Developing Economies. International Monetary Fund.

Frey, C. B. and Osborne, M. 2013. The future of employment - how susceptible are jobs to
computerisation? Oxford: Oxford University Press.

German, K. 2018. ‘Move aside Uber, London Cabbies have it all mapped out. CNET. Available at
www.cnet.com/news/london-taxi-drivers-knowledge-uber/. Accessed on 3 July, 2018

31



Goos, M. and Manning, A, 2007. Lousy and lovely jobs: The rising polarization of work in Britain.
The review of economics and statistics, 89(1), pp.118-133.

Goos, M., Manning, A. and Salomons, A., 2014. Explaining job polarization: Routine-biased
technological change and offshoring. American Economic Review, 104(8), pp.2509-26.

Gorka, S, W. Hardy, R. Keister, and P. Lewandowski. 2017. Tasks and Skills in European Labor
Markets. IBS Research Report 03/2017. Warsaw: Institute for Structural Research.

Gregory, T, Salomons, A. and Zierahn, U., 2016. Racing with or against the machine? Evidence from
Europe. Centre for European Economic Research Discussion Paper No. 16-053

Hallward-Driemeier, M. and Nayyar, G., 2017. Trouble in the Making? The Future of Manufacturing-
led Development. World Bank Publications.

larossi, G., 2009. Benchmarking Africa’s costs and competitiveness. The Africa Competitiveness
Report 2009.

International Federation of Robotics (IFR), 2017. International Federation of Robotics database.
Available at https./ifrorg/worldrobotics. Accessed on 2 July, 2018

lkenaga, T. and Kamibayashi, R., 2016. Task Polarization in the Japanese Labor Market: Evidence of
a Long-Term Trend. Industrial Relations, 55, 267-293.

International Labour Organization (ILO), 2014. World of Work Report 2014: Developing with Jobs.

International Telecommunication Union (ITU), 2017. ICT Development Index. Available at
www.ituint/net4/ITU-D/idi/2017/indexhtml. Accessed on 1 July, 2018

International Telecommunication Union (ITU), 2018. Digital Skills Toolkit. Available at https./www.
itu.int/pub/D-PHCB-CAP_BLD.02-2018. Accessed on 15 August, 2018.

Jacobson, LS., LaLonde, R.J. and Sullivan, D.G,, 1993. Earnings losses of displaced workers.
The American Economic Review, pp.685-709.

Laar, EV, Deursen, AJV, Dik, JA and de Haan, J., 2017. The relation between 21st-century skills
and digital skills: A systematic literature review. Computers in Human Behavior, 72,

pp.577-588.

Maloney, W. and Molina, C., 2016 Are automation and trade polarizing developing country labor
markets, too? World Bank Policy Research Working Paper 7922. \Washington, DC:
World Bank.

Marcus, A., Weinelt, B. and Goutrobe, A, 2015. Expanding Participation and Boosting Growth: The
Infrastructure Needs of the Digital Economy. In World Economics Forum.

32



Mason, A., Kehayova, V and Yang, J., 2018. Trade, Technology, Skills and Jobs: Exploring the Road
Ahead for Developing East Asia. Background Paper for Sustaining the Revival of Middle-
Income East Asia, forthcoming. World Bank, Washington, DC

Melguizo, A. and Perea, JR., 2016. Skill gaps in emerging economies: An empirical analysis (No.
329). OECD Development Centre Working Papers.

Messina, J., Oviedo, A. M. and Pica, G,, 2016 Job Polarization in Latin America. Mimeo. Washington
DC: World Bank.

Michaels, G., Natraj, A. and Van Reenen, J., 2014. Has ICT polarized skill demand? Evidence from
eleven countries over twenty-five years. Review of Economics and Statistics, 96(1), pp.60-77.

Muro, M. and Andes, S., 2015 Robots seem to be improving productivity, not costing jobs, Harvard
Business Review, available at https.//hbr.org/2015/06/robots-seem-to-be-improving-
productivity-not-costing-jobs. Accessed on 12 September, 2018.

Oxford Martin School, 2016. Technology at Work: The Future Is Not What It Used To Be, available
at www.oxfordmartin.ox.ac.uk/downloads/reports/Citi_GPS_Technology_Work_2 pdf.
Accessed on 3 July, 2018

Peters, A, 2017. This Strawberry-Picking Robot Gently Picks The Ripest Berries With Its Robo-Hand.
Fast Company. Available at www.fastcompany.com/40473583/this-strawberry-picking-

robot-gently-picks-the-ripest-berries-with-its-robo-hand. Accessed on 20 July, 2018.

Reijnders, L. and de Vries, G,, 2017. Job Polarization in Advanced and Emerging Countries.
University of Groningen \Working Paper

Robinson, H.C., 2017. Making a digital working class: Uber drivers in Boston, 2016-2017, Doctoral
dissertation, Massachusetts Institute of Technology.

Spitz-Oener, A., 2006. Technical change, job tasks, and rising educational demands: Looking
outside the wage structure. Journal of Labor Economics, 24(2), pp.235-270.

Tinbergen, J., 1974. Substitution of graduate by other labor. Kyklos 27, 217-226.

Tinbergen, J., 1975. Income Difference: Recent Research. North-Holland Publishing Company,
Amsterdam.

Turner, A., 2018. Capitalism in the age of robots: Work, income and wealth in the 21st -century.
Available at www.ineteconomics.org/research/research-papers/capitalism-in-the-age-of-

robots-work-income-and-wealth-in-the-21st-century. Accessed on 28 August, 2018.

UNESCO, 2017. Global Education Monitoring Report. Available at https.//gem-report-2017.unesco.
org/en/chapter/target-4-4-skills-for-work-2/. Accessed on 30 July, 2018.

33



Valerio, A, Puerta, MLS., Tognatta, N. and Monroy-Taborda, S., 2016. Are there skills payoffs in
low-and middle-income countries? empirical evidence using STEP data. The World Bank.

World Bank, 2016. World Development Report 2016: Digital Dividends. Washington, DC

World Bank, 2019. World Development Report 2019 working draft: The Changing Nature of
Work. Washington, DC. Available at http://pubdocsworldbank.org/en/816281518818814423
/2019- WDR-Draft-Report pdf. Accessed on 30 July. 2018.

World Economic Forum (WEF), 2016, January. The future of jobs: Employment, skills and
workforce strategy for the fourth industrial revolution. In World Economic Forum, available
at www3.weforum.org/docs/WEF _Future_of_Jobs. pdf. Accessed on 2 July, 2018

World Economic Forum, 2017. Global Human Capital Report. In World Economic Forum.

World Trade Organisation, 2017. Trade, technology and jobs. New York: WTO.

World Trade Organization (WTO)/OECD, 2018. Trade in value added, OECD-WTO: Statistics on
Trade in Value Added (database). Available at https://doi.org/10.1787/data-00648-en.

Accessed on 30 August 2018.

Zeira, J., 1998. Workers, machines, and economic growth. The Quarterly Journal of Economics,
113(4), pp.1091-1117.

34



Pathwa
for Prosﬁrlty
Commlsslon



