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1. Task description

This task will analyse the role of wage bargaining models as moderators of the effects of megatrends on the
quality of jobs. As in Task 5.1, the analysis will be carried out by subgroups of workers identified at higher
risk and the role of the moderating factor will be identified by means of an interaction term between
bargaining models indicators (at country/ sector level) and megatrends measures. The task will also deal
with how megatrends impact the rent-sharing capacity of employees; this will be done by interacting a rent
variable (profit/value added) with the context variables of interests. This analysis will be carried out at

country/sector level (EU-KLEMS), with extensions to the firm level if possible.

2. Background / Setting

The recent surge of technological advancements related to the digitalisation has had varying impacts on the
labour market, influencing employment and wages across different dimensions and for diverse groups of
workers (Anzolin, 2021). However, what remains less explored is the effect of technological change on job
quality, including part-time work, temporary work, seasonal work, self-employment, and homeworkers,

and how this affects the distribution of economic rents among workers.

As digitalisation continues to evolve, it is crucial to understand its impact on the labour market beyond just
employment and wages. The quality of jobs is equally important, as it affects workers' well-being and their
ability to share in the economic benefits of technological progress. By examining the effects of technological
change on job quality, we can better understand how to create a more equitable and sustainable labour

market for all workers.
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3. State-of-the-art

The impact of automation and digital technologies on the labour market has been extensively studied from
various angles (see Dauch, 2018). In Europe, automation has led to a decrease in job separations, particularly
in economies with lower labour costs (Bachmann et al., 2023). Similarly, evidence suggests that the use of
artificial intelligence (AI) has resulted in faster employment growth in occupations that heavily rely on

computers and are more exposed to this new technology (Georgieff and Hyee, 2021).

Innovation and technological advancements have also influenced how workers benefit from economic
rents (Van Reenen, 1996). However, recent studies have shown that wages are becoming less responsive to
rent creation (Bell et al., 2023), and economic rents are increasingly being accrued by top executives and

workers at the upper end of the wage distribution (Kline et al., 2019).

Regular workers in particular appropriate a larger share of rents in sectors with higher growth rates in total
factor productivity, and investment in ICT (Fukao et al. 2022). Rent-sharing are however influenced by
labour market regimes. In Japan, a higher proportion of the rents accrue to regular workers in industries
with a lower share of non-regular contracts, stronger union density and in productions where the
accumulation of knowledge occurthrough experience and seniority. Conversely, in Germany, individual
wages are less responsive to rents in industries with stronger union and in presence of industry-wide wage
contracts (Guertzgen 2009). In Belgium, in decentralized industries where contract conditions are
renegotiated at company-level, firms and workers always share production rents. In contrast, centralized
industries only see wages positively correlated with firm profits when there is a complementary collective
agreement at the company level (Rusinek and Rycx 2013). In Italy, female workers who switch from full-
time to part-time contract regimes are found to earn more, likely due to the relatively higher protection

accorded by unions and sectoral collective agreements (Devincienti et al. 2020).

The impact of digital transformation inter-plays with that of demographic change. Research suggests that
an aging population and subsequent labour shortages have driven the adoption of automation in industrial
processes (Acemoglu and Restrepo 2018; Abeliansky and Prettner, 2023). As the population ages, there is a
growing demand for personal service and healthcare, sectors which typically employ more non-traditional
workers and offer fewer opportunities for workers to negotiate better wages, due to a lower bargaining

power of workers. Additionally, an aging workforce leads to decreased job mobility, prompting companies
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to favour non-traditional contracts to maintain flexibility. This trend is likely to affect various sectors and

could be particularly detrimental to younger workers (OECD 2019).

Another key force behind the transformation of the labour market is globalisation whose deepening has
been strongly facilitated by the massive diffusion of new digital technologies and the rise of digital markets.
Among the complex forces of globalisation, two of them are relevant for understanding the job quality, job

security and the opportunities of rent-sharing: global value chain and migration.

Globalization is a significant driving force behind the transformation of the labour market. Its deepening
has been greatly facilitated by the widespread diffusion of new digital technologies and the rise of digital
markets. Among the complex forces of globalization, two stand out as particularly relevant for
understanding job quality, job security, and opportunities for rent-sharing: global value chains and
migration. The increasing international fragmentation of production and outsourcing practices has resulted
in a significant increase in intermediate goods trade. This has led to intense competition among suppliers
to reduce costs and ensure timely production. Consequently, local suppliers are under immense pressure to
outsource and subcontract labour, often hiring workers for short periods of time on short-term contracts
(Barriantes 2013; ILO 2016). On average, firms exposed to offshoring tend to have higher job separation,
except than for young workers and those with tertiary education (E1-Sahli et al. 2022). Krentz et al. (2021)
study the interplay between production fragmentation and technological change, finding evidence
reshoring in most OECD countries that is induced by automation. Reshoring is also found to be positively
related to wages and employment for workers in professional occupations but not for workers with
elementary-routine jobs. The impact of migration on job quality and worker gains is less clear, as natives
and migrants cannot be often seen as substitute as they aim to respond to different types of labour demand

(EIB 2016).

The impact of climate change on employment has become a topic of increasing importance in both policy
and academic circles (EC 2014; ILO 2018). Climate change has a range of effects on the labour market, with
extremely adverse atmospheric events reducing working hours and outdoor leisure (Graff Zivin and Neidell
2014). Pollution has also been found to reduce worker productivity, both in jobs exposed to natural events
such as agriculture (Graff Zivin and Neidell 2012) and in jobs that are not, such as white-collar and service

workers (Chang et al. 2019).

However, adaptation policies to climate change, developed after the signing of the Kyoto Protocol, are

believed to have significant positive effects on employment and working conditions. These policies can
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help to mitigate the negative effects of climate change on the labour market and create new opportunities

for workers in emerging industries (EC 2019).

4. Advancement compared to the state of the art

We will study how the labour wage bargaining models do moderate the effects of technological change on
the quality of jobs and the capacity of workers to appropriate rents. In particular, we will investigate how
the latest wave of technology development affects the labour demand, by rising the employment of atypical
job (mainly part-time and temporary workers) and how this trend differs in relation to the wage bargaining
model in force at country level. We will also look at how rent-sharing between workers and entrepreneurs
is affected by technological change and whether wage responsiveness to firm profits or value added is

exacerbated or mitigated by the bargaining model.

5. Research to be done

This analysis will be carried out at country/sector level matching data from EU-LFS and EUKLEMS. We
will consider various subgroups of atypical workers and assess their exposure to the adoption of the new
technology and how this has affected their job opportunities. To measure rent-sharing we will relate wage
dynamics of regular atypical workers to measures of industry profits or value added and technology

adoption/exposure.

Technology will be measured in terms of task displacement of robot (TDA in Doorley et al. 2023). As an
alternative, a similar procedure will be adopted to compute the exposure to computer software and database
(source: EUKLEMS) and to AI adoption (source: data for a benchmark country available from German CIS

2018).

6. Methodology

Panel regression analysis, based on country-by-industry data, using a difference-in-difference (interaction

variables) approach to identify how the advent of disruptive technologies shapes atypical employment
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(temporary/part time contract, etc.) and rent-sharing mechanisms in relation to the wage bargaining models
in force

The analytical framework that may be used considers the employment share of atypical workers as a
function of industry-by-country fixed effects (@;.), time dummies (a;), a proxy for the technological threat
(T) varying across industries, countries and time, the country-specific (time-varying) model of bargaining
and the interaction between the latter two variables. The interaction term would capture whether the
employment effect of technology is mitigated (a3 < 0) or exacerbated (a3 > 0) by the bargaining model

and, if any, this effect of shows up above or below a given threshold in the diffusion of the new technology.

Sict = Aic + ar +  Tice @ BMee + azTice X BMye + ggict

- A similar specification could be easily adapted to identify the effect of rent-sharing

7. Data sources

e EUROSTAT SES and LFS with a focus on the employment status (individual level)

e EUKLEMS/ OECD STAN/ OECD REGPATY/IFR for data on national accounts and megatrends with a
focus on technology (country/industry-level data)

e OECD/AIAS ICTWSS database on Institutional Characteristics of Trade Unions, Wage Setting, State

Intervention and Social Pacts (country-level data)
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