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The Ausrian Centre for Social Innovation (ZSI) produced five regional reports: Conti-
nental Europe (Germany, France, Austria and Benelux), Northern Europe, Central and
Eastern Europe, Southern Europe and the UK. These reports summarize the develop-
ments and special features in the respective service markets, introduce major indus-
tries and describe the impact of digitalisation, political intitatives as well as the impact
on the world of work and trade union responses.

Regional Report on Continental Europe (Authors: Wolfgang Haider, Ursula Holt-
grewe et al., Centre for Social Innovation, Vienna)

1. Service Markets
1.1 Digitalisation and the ICT sector

The information and communications technology (ICT) sector in Germany has ex-
panded especially since the financial crisis in 2008. It increased its share the total value
added in Germany to 4.7%, the same level as automobile manufacturing (4.7%) and
engineering (4.5%). In all countries, the ICT sector, partly in alliances with manufactur-
ing or business services also has become somewhat of a role model and provider of
visions for new, digital business models and modes of work organisation.

1.2 Financial and banking services

In Germany, 16% less people were employed in the financial sector in 2013 compared
to 2000 and this decline is ongoing (see Roth et. al. 2015; Statistisches Bundesamt
2017, p. 355). It primarily affects low and mid-levels jobs, as back-office functions are
automated or partly offshored and branches are closed. Austria provides a similar pic-
ture, with more dramatic internationalisation. As the country’s banking sector expanded
massively into the CEE countries before the crisis, offshoring and consolidation of ge-
neric functions in CEE play a larger part.

1.3 Retail and E-commerce

As in banking, the digitalisation of commerce also means shifting “work” onto custom-
ers and consumers. Providing comprehensive information on products is no longer a
sole duty of workers in a shop, but is shifted to online ranking and rating systems, were
customers themselves are judging their purchased products

The development of e-commerce in Belgian has long been hindered by the general
prohibition on night-work. In March 2016, the federal government decided to allow ex-
ceptions on this rule, under the precondition that the nature of the work justifies the
organisation of night-work. In February 2017, the federal government expanded the
possibilities for night-work (and work on Sundays) even further to ‘all enterprises who
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perform logistic or other supportive services related to electronic trade’ provided there
is a collective agreement on night-work on enterprise level.

1.4 The platform economy

In Germany, crowdworking first received public attention when IBM announced its “Lig-
uid” strategy from 2010 onwards aiming to replace the largest share of regular employ-
ment with both an internal and external crowdsourcing platform with globally standard-
ised databases for skills and performance appraisals, project descriptions, project
management tools and accounting standards.

In the Eurobarometer survey of 2016, the French were the keenest users of service
and sharing platforms in Europe: 36% had used platform-based services and 7% were
regular users. Germany with 20% platform users was still above the EU average of
17%. In Austria 15%, Luxemburg 13%, the Netherlands 12%, and Belgium 8% of re-
spondents used platforms.

Even as numbers are low, the Belgian government recently took some measures to
stimulate, and to a lesser extent regulate, the sharing/platform economy. A favourable
tax regime was recently introduced. Whereas normally a 33% tax has to be paid, only
10% taxes have to be paid on earnings from the sharing/platform economy, as long as
the income is below 5000 euro and no Value Added Tax (VAT) has to be paid. The
condition is that this income is generated through state-registered platforms that dis-
tinguish the services of professionals and (non-professional) individuals. Since 1 July
2016, (only) 12 platforms received an official certificate, mostly in the field of ‘house,
garden and kitchen’ services involving individuals.

1.5 Political debates and Union perspectives

In Austria and Germany, the policy discourse on digitalisation has been dominated by
the term “Industrie 4.0 which eventually was translated across Europe.

The overarching umbrella of digitalisation policies in Germany — the so-called “Digital
Agenda” — pools different initiatives and projects dealing with digitalization. ver.di and
IG Metall especially succeeded in shifting attention towards the implications of digital-
ization for employees in both manufacturing and service sectors under the heading of
“Arbeit 4.0”

On digitalization in the service sector, ver.di is the most active player in Germany. Be-
sides a number of position papers dealing with the challenges of digitalisation, they
also conduct concrete projects where they are implementing their strategic guidelines.
Some collective agreements in the ICT sector (e.g. with Deutsche Telekom) cover is-
sues such as working hours, rights to be disconnected and skill development (“Ar-
beitszeitkonto”).

In the case of Austria, no high-level strategy as sophisticated as the German white-
paper exists that frames the debate on digitalization. Nevertheless, the previous Aus-
trian government issued a “Digital Roadmap”, elaborated in 2016 under consultation
of experts, citizens and social partners, that fleshes out an overarching vision of a dig-
italized Austria in the year 2025.

Both the German and Austrian programmes have much content in common. “Arbeit
4.0” has a sound legal framework of some re-regulation of the labour market at its core
to secure the well-being and protection of workers in Germany, and the Austrian
roadmap also stresses the necessity of an adequate legal framework for online plat-
forms and new forms of labour that are observable in this sector. Skill development is
at the core of measures to be pursued in both programmes.
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France has had a series of reports since 2015 by the personnel manager of telecom-
munications company Orange, Conseil d’analyse économique and the government
consultancy France Stratégie.

The Belgian government recently launched Digital Belgium, which constitutes the mis-
sion and vision on digitalization. An online government, digital economy, digital infra-
structure, security and accessibility and a digitalization of medical administration are
the five priorities of the Belgian government. With regard to the digital economy, the
focus lies on digital friendly regulations (such as the tax friendly arrangement for the
sharing economy), an e-commerce platform (see above), e-invoicing, e-signature, e-
archiving as well as a strong emphasis on the possibilities of digital technology in health
related applications.

2. Service labour markets

Service labour markets in Continental Europe are somewhat varied. One reason for
that variety mirrors the size differences in the service sector Germany and Austria still
have more people employed in manufacturing than the other countries.

In Austria 72,4% of the employed are working in the service sector, while in Germany
the number is even higher with 74,5%. Since 2000 the rate of employment in the ser-
vice sector has grown notably in both countries. Starting from a fairly equal point in
both of the countries (63,9% Austria, 63,8% Germany), employment grew by 5,8% in
Austria and 7,5% in Germany.

For women, concentration of work in the services is even higher and feminisation of
the services has still increased in the 2000s, but most or all of it in Austria and Belgium
consists in part-time work.

2.1 Jobs affected by digitalisation

Analyses in Germany and France expect financial services, general administration and
sales work are expected to decline and financial services are losing employment al-
ready. Expansion is expected in research- and technology-related occupations, crea-
tive and media work, management and the professions, and the largest expansion is
seen in the personal service, at both the lower-paid and the higher-paid ends of the
spectrum. All of this strongly suggests a decline in the mid-level traditional office jobs
that are traditionally located in large companies and have been traditional trade union
strongholds, and a more polarised labour market in services — unless skills and wages
are consistently upgraded.

2.2 Skill initatives

In early education, France has introduced programming as a subject in schools and
“Digitalisation Sciences” have become an elective subject. Both in Germany and in
Austria there has been high expenditure for introducing digital equipment to schools
but currently, initiatives are based on proactive schools and other institutions, with
standardized (compulsory) skill building in early education missing. In the Netherlands,
the focus is also on ,information literacy”“ and media skills.

2.3 Polarisation and low-wage work

At present, polarisation of labour markets is not a consistent picture in Continental
Europe. From 2011 - 2016, only Belgium s shows a clear pattern of employment po-
larisation with expansion in the lowest- and highest paying quintiles of jobs. Indeed,
the amount of low skilled jobs increased slightly in the period between 1993 and 2013.

4



At present, the proportion of low-wage earners (who earn two thirds or less of the na-
tional median gross hourly earnings) in the Continental-European countries is a related
instance of variation. Germany has been somewhat notorious for its large low-wage
sector since the 1990s. In 2014, before the introduction of a national minimum wage,
has had 22.48% of all employed in the low-wage sector. The OECD reported that the
minimum wage has not affected employment6 but as minimum wages are still at the
low end this may not immediately affect the share of low-wage earners. In the Nether-
lands with 18.52% the proportion of low wage earners is also above the EU average.
Here, the wide-spread use of part-time work plays a part. Austria, France and Belgium
remain below the EU average. These countries have ,inclusive“ industrial relations
systems with wide coverage by collective agreements that clearly make a difference.

2.4 Flexible, atypical, precarious

“Marginal” part time work carries some exemption from taxes or social security contri-
butions7, and is common in Germany, Austria and the Netherlands. France has seen
an increase in fixed-term employment from 5% of all jobs in 1984 to 13% in 2016 with
increasingly shorter duration, sometimes of a week or a month.

2.5 Solo self-employment

Currently, we are seeing different national rates of solo self-employment: Germany and
Austria have the lowest rates, with Germany going into decline from 2013 after a slow
increase. Austria saw a step-wise decrease from its peak in 2008. In France, there has
been a remarkable rise in “solopreneurs” (solo self-employment) since 2014 after being
low for years. Belgium and the Netherlands now have the highest rates. The Nether-
lands had their increase in 2010 whereas the Belgian share has been climbing steadily.
The increase of self-employed mainly took place in growing service sectors such as
ICT and B2B services and over 70% of the self-employed are men.

3. Company strategies and work organization

Technology does not determine work organisation but enables various scenarios along
the lines of either more collaborative and empowered modes of working or more stand-
ardised and regimented ones. These two paths, known as the “high road” or “low road”,
are not new but have been observed throughout various technological waves and
across sectors. Either way, digitalisation means that more service work can be con-
ducted remotely, from home, at the customer’s site or when travelling.

3.1 Offshoring and outsourcing

Whereas company restructuring generally has first been investigated in various man-
ufacturing sectors, it also shows effects in services. Both generic and specialist ser-
vices have been outsourced, and this is one part of the expansion of service sectors
across Europe in the last decades

A recent study using German social security records was able to show the same mech-
anism for the entire German labour market: the outsourcing of generic services such
as cleaning, catering, security and logistics decreased wages in these functions by 10-
15%. Services outsourcing alone accounted for some 10% of the increase in German
wage inequality since the 1980s.

In outsourced services, clients have considerable influence on work organisation and
working conditions —challenging for works councils’ rights and their possibilities of co-
determination or participation. For example, a transnational provider of call and service
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centre services in Germany leaves decisions on workers’ discretion over wording and
actual problem-solving, and also on incentives to its clients to a large degree.

Digitalisation is on the one hand mostly considered an enabler of further outsourcing
and restructuring up to the use of crowdworking with platforms or new intermediaries
also providing tools for managing “crowds”. On the other hand, in some sectors, for
example in both Deutsche Telekom and the French telco multinational Orange, there
are recent examples of backshoring of customer service as the more standardized
functions are shifted to app-based self-service by customers and the quality of the
remaining, more complex tasks gains importance.

3.2 Remote working

Recent company agreements, for example in Germany and France, aim to regulate
availability of workers and establish a “right to switch off” electronic devices. They
oblige both management and co-workers to respect these rights, for example send
messages later.

3.3 Work monitoring

Among works councillors, the ver.di innovation barometer 2015 showed that 70% of
representatives in the service sector see increased reachability of workers as the big-
gest issue, followed by privacy and data protection rights (57%), mobile working (53%)
and atypical employment (37%).

Regional Report on Northern Europe (Authors: Anna llsoe, FAOS, Danmark)
1. Service Markets in the Nordic countries
1.1 The context: services in the Nordic countries

The service sector plays an increasing role on the Nordic labour markets — although
with some nuances. The general trend is that employment growth takes place in the
tertiary sector. For instance, more than 80 percent of employed Danes are working in
the service sector — 50 percent in private services and 30 percent in public services —
and employment in the service sector has grown with 57.000 persons since the Global
Financial Crisis in 2008.

Tripartite co-operation and negotiations between the state, employers” organizations
and labour unions are therefore an important element of the Nordic models of labour
market regulation. The unemployment insurance system is central to this cooperation
— unions administer unemployment benefits and the state provides funding in addition
to the contributions paid by members of the unemployment insurance.

The Nordic countries all score very highly on international indexes of ICT access and
use — Denmark, Iceland, Sweden, Norway and Finland are all among the top 10 of the
UN ICT Development Index and Denmark, Sweden, Norway and Finland are in the top
ten of the Digital Readiness Index. The first index tells us about the ICT access in the
Nordics, whereas the second tell us about the usage. Most citizens and companies in
the Nordics have bought items online, communicated digitally with the public sector
and paid bills online. Public investment in digital solutions is high in the Nordic welfare
states, and this has acted as an additional driver of digitalization.



1.2 Policy debates on digitalization and social partner responses

The digitalization of work and labour markets has been in the center of attention in both
public and private debates in the Nordic countries.

The Swedish union Unionen, which organizes a large share of service workers in Swe-
den, has published a report with suggestions especially on the regulation of the sharing
economy in a way that sustains the voluntarist model of labour market regulation. The
Danish and Norwegian confederations of trade unions have published policy papers
on the sharing economy.

Sweden has concluded more than eight tripartite commissions on topics related to dig-
ital labour markets.

1.3 Specific service sectors
Retall

Retail is one of the largest service industries in the world and also in the Nordics if
measuring by number of employed people.

Many retail chains are owned by either Nordic or foreign-owned capital funds. E-com-
merce is playing an increasing role within retail, which means that global companies
can take over market shares from national companies. However, Nordic retailers in-
creasingly have e-commmerce in their business models as well — especially directed
towards the Nordic markets.

In recent years, a number of Nordic retailers have introduced self-scanners where the
customers scan and pay on their own, when they leave the shop.

Banking

Banking is one of the larger service industries in the Nordics — a number of Nordic
banks operates in several European countries and are in fact transnational companies.
Good examples of this are Nordea, SEB and Danske Bank.

One Nordic union, Finansforbundet in Denmark, has taken a proactive initiative to han-
dle developments together with the banking association Finance Denmark and the City
of Copenhagen. They are running a Copenhagen Fintech Lab, which offers office
space for 100 fintech entrepreneurs at the union headquarters, which allows them to
interact and communicate with the frontrunners in future banking.

1.4 Platforms

In general, digitalization accelerates economic activities through digital platforms. For-
eign platforms like Airbnb (rental of housing) and Upwork (work at the computer) as
well as Nordic platforms like Weclean in Norway (cleaning in private homes) and Work-
some in Denmark (academic work) have made it significantly easier and accessible to
all to earn an extra income by offering services online.

Currently most platform workers supplement other incomes. Danish surveys confirms
the tendency observed in the US — the use of the digital platforms are still limited. 1
per cent of Danes have earned money via a labour platform during the last year,
whereas 1,5 per cent have earned money via capital platform. Most have earned less
than € 3300 per year before taxes.



2. Digitalization of work and the development in service labour markets

Digitization of the labor market and its consequences have been debated for many
years in media, politics and research, but the discussion has intensified in Europe since
the 2010s.

Innovative policy responses in the Nordic sphere to this development could form a
basis for discussion in others countries: 1. The new agreement on unemployment ben-
efits in Denmark, 2. The new pension schemes in the Danish pension funds PFA and
PKA.

2.1 The new agreement on unemployment benefits in Denmark

After the latest reform of unemployment benefits in Denmark, it soon became clear for
the Danish social partners that the question of self-employment— and those self-em-
ployed that combine freelance work with regular jobs or unemployment benefits — re-
mains a challenge to the existing system. Therefore a group was formed to work on an
adjustment. They reached an agreement just before summer 2017 (to be confirmed in
parliament later), which allows all members of the Danish unemployment insurance
system to report their income as either a wage from a job or a fee from independent
work - according to their own judgement. The members decide the status of their in-
come themselves. This means that any source of income now counts, when members
seek to earn the right to another period of unemployment benefits (which is two years
in Denmark). By handing the decision on the work status to workers themselves, this
agreement may be able to overcome the long list of challenges that arise, when gig
work is registered by the public authorities in relation to social assistance, student al-
lowances and many other social rights in the Nordic welfare states.

2.2 The new pension schemes in the Danish pension funds PFA and PKA

The Danish pension funds PFA and PKA have introduced pension schemes for those
employed that are members of a trade union but NOT covered by a collective agree-
ment. This is especially relevant for the self-employed. PFA is a private pension fund,
the largest in Denmark, and cooperates with many Danish trade unions on labour mar-
ket pensions. A number of these unions, including the Financial Services Union in Den-
mark (Finansforbundet) and The Union of Commercial and Clerical Employees in Den-
mark (HK), which organizes retail workers and administrative workers, have created a
new pension scheme for their members via PFA called MedlemsPlus. This scheme
has many similar qualities as the labour market pension for workers covered by the
collective agreement (insurances, low admin costs) and is an overall better option com-
pared to private pensions. It allows union members without collective agreements to
get access to an attractive pension scheme — and it allows the unions to retain and
perhaps also recruit union members that combine wage earner jobs with self-employ-
ment or who shift between jobs and independent work during their career. Recently,
PKA, a member-owned large pension fund for employees in the public sector, launched
a similar initiative called PKA-Privat (https://www.pka.dk/pkaprivat/). It will be interest-
ing to follow the effects of these two pension schemes on union densities — can such
pension schemes be a driver of organization among the self-employed in the Nordic
countries? As the Nordic models of labour market regulation are voluntarist models,
such an effect could be important for the sustainability of the Nordic models.



Regional Report on Central and Eastern Europe (Author: Vassil Kirov, Professor
Bulgarian Academy of Science, Associate Researcher, ETUI)

1. Service Markets in Central Eastern Europe (CEE)

1.1 Expansion of the services sector in CEE

Different types of East-European capitalism:
e the Central European states (Poland, Hungary, Czech Republic and Slovakia),
e the Balkan states (such as Romania and Bulgaria or yet Croatia),
e and the Baltic States (Estonia, Latvia and Lithuania).

The service sector of CEECs has experienced spectacular development after the fall
of communism: while industrial employment was predominant before 1989, already at
the end of the 1990s and the first decade of the 2000s services have become the main
employer. The development of the main service sectors has followed different paths.
Some of them integrated global value chains (GVC) and often have been developed
with intensive foreign direct investment (FDI) — such as financial services, ICT, busi-
ness services and so on. Other services such as commerce attracted FDI, but also
were developed by local investors. In locally-bound low-wage services such as clean-
ing, care, catering and so on the role of internationalisation is limited.

Not surprisingly, the digitalization of service markets in CEECs is relatively limited,
compared to the West European countries. The European Commission’s Digital Econ-
omy and Society Index (DESI) is a composite index that summarises relevant indica-
tors on Europe’s digital performance and tracks the evolution of EU member states in
digital competitiveness. The 2017 ranking shows that CEE countries rank lowest re-
sults in the overall index among all employment and IR regimes in Europe (with the
exception of Estonia and Lithuania which rank above the EU average).

The main driver for the digitization and automation in service markets is foreign direct
investment and the development of the local ICT sectors.

1.2 Specific service sectors

The financial services in CEE (and particularly banks and insurance companies) have
been acquired by major players from Western Europe and other developed regions;
and nowadays most of the banks and insurance companies belong to different banking
groups from Germany, France, Italy, Austria etc.

The commerce sector is also well expanding, involving both large multinationals and
small or medium-sized local companies. According to a Eurofound study, the com-
merce sector is experiencing rapid internationalization in the CEE countries and most
of the major West European retail chains are well established in the region (such as
Tesco, Carrefour, Metro and so on).

1.3 Platform work

Platform work is not unknown in CEECs, but for the moment there are no estimations
of its size. The Eurofound study of new forms of employment concludes that platform
work is not much of a presence in Eastern Europe.

However in CEE countries numerous employees are registered at the global platforms
such as Upwork and others. Indeed, according to different sources, individuals from
CEE countries (e.g. Romania, Poland, Bulgaria, and Serbia) are among the most ac-
tive users of crowd employment platforms.



2. Service labour markets

Service labour markets in CEECs are highly differentiated in terms of working condi-
tions, wages and skills development. Highly knowledge intensive sectors offer stable
and secured employment, while low qualified and labour intensive ground services are
known for their high turnover, low wages, precarious contracts and hazardous condi-
tions

2.1 Typical versus atypical employment

In Central and Eastern Europe open-ended contracts still dominate the economies.
According to a recent report on precarious work in Europe of the European Parliament,
part-time work still plays a minor role in most of the Eastern and also Southern Euro-
pean countries.

While in some CEECs the use of precarious employment arrangements has increased
significantly (for instance the so called ‘junk contracts’ in Poland), the use of the classic
forms of atypical employment such as part-time or fixed-term contracts are limited in
Bulgaria or Romania.

2.2 Skills

The CEE countries are among the least involved in the provision of skills within the EU.
According to Eurostat, less than 10% of the companies in the new member states pro-
vide initial vocational training. Countries from this region are also among the less active
in the provision of continuous vocational training.

2.3 Wages

Workers and employees in knowledge-intensive business services or ICT often receive
comparatively very high wages in CEECs. Data for Bulgaria suggests that in 2016 ICT
employees earn more than 1200 Euro per month in average, while the median wage
of the country is 500 Euros.

At the same time, for the CEE region in general the share of low wage earners is higher
than for the EU countries in general. The largest share of low wage earners for 2014
is located in Latvia, Romania, Lithuania and Poland. The sectors concentrating low
wage work include hospitality, commerce, agriculture and different grounded services.

3. Work organisation and company strategies

CEECs integrated into global value chains rather quickly after the political changes of
1989 — 1990. The main driving force is FDI. Both foreign ownership of subsidiaries and
the customer-service provider relations of outsourcing, that is, hierarchies and mar-
kets, create asymmetrical relationships. Finally, economic dependency is also, and not
marginally, structured by the transfer of migrant remittances that in South-Eastern Eu-
rope have sometimes exceeded FDI flows of capital, most notably in the Western Bal-
kans.

3.1 Work organisation
Four main types of work organisation models across European countries:
e Discretionary learning forms of work organisation;

e Lean production;
e Taylorist work organisation;
e Traditional or simple forms of work organisation.
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4. Conclusions

CEE countries underwent massive political, economic and social transformation after
1989. While there are a number of divergences among CEE countries, these econo-
mies integrated into global value chains, including in services.

The service markets are strongly influenced by FDI or speaking largely, by the coordi-
nating centres of the global value chains involved (that are located very often outside
CEE). FDI introduces not only new technologies, but also new work organisation, man-
agement and skills acquisition methods. Digitalization and automation follow the de-
velopments in other regimes but CEE countries lag behind.

The service labour markets follow differentiated paths, some of them offering sustain-
able working conditions, while others have more precarious conditions. In general in
the region atypical forms of employment are less common than in Western Europe.
Skills acquisition is strongly influenced by companies, as state institutions in many
countries have difficulties in addressing skill gaps successfully.

Work organisation and working conditions are strongly influenced by the integration or
non-integration of service companies within global value chains (segmentation). Still
with few exceptions learning organisations are less present within CEECs.

Finally, this configuration presents some challenges for unions in services:

e Trade unions are generally weak in the service sectors in CEE —in general trade
unions are stronger and better developed in manufacturing, public administra-
tion and public services (or former public services such as telecommunications
companies with roots in state-owned incumbents). Service sectors are often un-
derrepresented both in the low wage services (about 1% union density in Bul-
garia or Romania in the commerce sector) and in knowledge-intensive services
(banking, ICT). In the latter the question is how to organise collective action in
sectors that offer comparatively good conditions and/or are very individualized
(ICT).

e The new developments related to digitalization, automation, etc. are rarely on
the agenda of national service unions — some debates on the future of work are
emerging but often they are somewhat disconnected from national realities
characterised by uneven and very segmented developments between regions,
sectors and types of companies. In addition, knowledge about digitalization pro-
cess is insufficient as well as the digitalization impacts on quality of work;

e Coordination of employees’ representation within MNC (e.g. EWC) or global
value chains — as FDIs are the main driver of technological change, the coordi-
nation of employees’ representation at the EU level could be very helpful for
CEE unions in terms of information and analysis of the scope of present and
future challenges. This will allow reflecting on trends developed in more devel-
oped regions in Europe but also to address the specific asymmetries and de-
pendencies of CEE service sectors.
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Regional Report on the UK (Author: Anita Sharma, University of Hertfordshire)
1. Service Markets in the UK
1.1 Dominance of the service sector in UK economy

The UK has the fifth largest economy in the world with the services sector dominating
the UK by contributing roughly 80 percent of the GDP. The financial services sector
dominates with London being a major global financial centre. Other business services
and consumer facing services however are also growing including IT, professional ser-
vices, travel and hospitality, management consultancy and the creative industries.

The Office of National Statistics has highlighted five key features of the UK service
sector:

e Seventy-nine percent of UK Gross Domestic Product (GDP) came from the ser-
vice sector in 2013.

e By 2011, around 80 percent of workers were in the service industry and around
10 per cent in manufacturing.

e The service sector dominates London’s economy with 91 percent, higher than
all other areas of the UK.

e The UK’s economy is more reliant on the service sector than any other G7 coun-
try. Although France and the US also derive a relatively high proportion of GDP
from services this is in strong contrast to Germany where a lower proportion (69
percent) of GDP came from the service sector in 2014 — however, more service
and administrative functions there remain located in the manufacturing sector.

e The service sector has driven the economic recovery since the downturn in
2008. Four main sectors feed into UK GDP — agriculture, construction, produc-
tion and services. Out of these, the service sector was the first to recover after
the economic downturn in 2008.

1.2 UK Government initiatives supporting a digital economy

In 2016 the Government pledged 13 million to support the creation of The Productivity
Council to drive engagement with business and improve productivity across the econ-
omy, through use of digital technologies. Its remit is to connect, encourage and amplify
the impact of existing initiatives to improve productivity, acting as the UK’s productivity
‘centre of excellence’. The Productivity Leadership Group, as it is now known, will draw
on the expertise and advice of representatives from a number of businesses and in-
dustries (KPMG, Rolls-Royce, Amazon etc) and leading industry bodies such as the
Confederation of British Industry (CBI) and the Institute of Directors (loD).

UK Tech City UK launched by former Prime Minister David Cameron, has a mission to
accelerate the growth of London and the UK’s digital economy, with a focus on areas
like digital skills, smart capital investment, infrastructure, international development
and leadership.

The Tech Nation 2017, the third annual report of Tech City UK, shows that the digital
economy is growing twice as fast as the wider economy with an economic output of
close to £100 billion per year.

In 2016 the UK was shown to have secured £6.8 billion in venture capital and private
equity investment, over 50 percent more than any other European country.

Innovate UK, another Government innovation agency, focuses on science and tech-
nology and works with UK innovators to provide investment, capacity building, experi-
ment and learning, contributing towards making the UK digital sectors successful and
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profitable. Mariana Mazzucato, a leading economist who works with the UK govern-
ment in Innovate UK draws attention to the ways in which governments can help econ-
omies grow, by taking risks in the realm of innovation through technological R&D and
mission-oriented strategic public- sector investment. She debunks ‘the sectoral ap-
proach with its limitations and promotes new collaborations between public and private
actors; working within an ecosystem of public, private and third sector actors across
the innovation chain’.

The Government’s Digital Strategy Policy Paper published in March 2017 (DCMS) is
divided into seven strands covering connectivity, skills, digital businesses, data, digital
government, cyberspace and the wider economy and provides a framework on how to
build and maintain a world-class digital infrastructure and a commitment to being more
entrepreneurial:

e focuses its attention on the need to boost world-leading digital sectors and over-
come barriers to growth and innovation, creating more of the high-skilled, high-
paid jobs of the future,

¢ highlights the need to deliver first-class digital infrastructure and advanced skills
base so that businesses across the country are able to take advantage of the
digital tools,

e seeks to close the digital divide - to ensure that everyone is able to access and
use the digital services that could help them manage their lives, progress at
work, improve their health and wellbeing, and connect to friends and family.

Although seen as a step in the right direction, this was met with mixed reviews from
tech entrepreneurs on a number of issues ranging from cyber security, skills shortages,
awareness of the rural-urban divide, encouraging overseas investors and failure to ad-
dress the potential Brexit brain drain.

The Digital Skills Partnership also brings Government, business, charities and volun-
tary organisations together to provide the right skills and the digital training to people.
This Government-led proposal aims to make sure no one is left behind. The numerous
schemes being put forward to some extent incorporate the triple helix concept in so far
as the three major players combined with citizens/end-users come together to innovate
and promote a stronger digital economy. The strategy includes new commitments - a
plan by Lloyds Banking Group to give face-to-face digital skills training to 2.5 million
individuals, charities and small and medium businesses by 2020; plans by Barclays
Bank to teach basic coding to 45,000 more children and assist up to one million people
with general digital skills and cyber awareness; and a pledge by Google, as part of the
worker commitment of five hours of free digital skills for everyone, to help boost digital
skills in seaside towns. The Digital High Streets Initiative has also been set up to help
businesses become more digitally capable. This proliferation of initiatives suggests a
softer neoliberalism, more socially innovative, with a push towards collaboration be-
tween the private and public sector; between financial sectors and charities and service
providers, working towards greater equality. The ultimate goal however is to raise com-
petitiveness, growth and sustainability, entrepreneurialism and investment within the
country.

1.3 Key UK Service Sectors

This ever-expanding service sector in the UK needs to be considered in relation to two
key areas:

e Financial and business services including banking, insurance, securities, fund
management, legal accounting and management consultancy;
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e Consumer services - public and private, incorporating retail, hospitality, real es-
tate, tourism, the creative industries, education, health and communication.

Financial and Business Services

London forms one of the three major financial/economic hubs on the globe alongside
New York and Tokyo, with other cities like Edinburgh creating one of the largest finan-
cial centres in Europe. Nearly 2.2 million people are employed in the financial and
related professional services across the UK, which accounts for over 7 per cent of the
country’s total employment.

Following the 2008 financial crisis the UK has become the global hub for financial tech-
nology or ‘fintech’ leading the way with innovative approaches on how consumers use
money and transact with businesses.

The financial sector has always been one of the early adopters of technology because
of its reliance on IT to optimize business functions and client interactions. Mobile bank-
ing in the UK is reported to double from 17.8 million in 2015 to 32.6 million by 2020
according to Fiserv. Mobile focused banks such as Mondo will provide innovative, per-
sonalised services entirely via a mobile app and cash card, incorporating biometrics,
geolocation services and detailed notifications about spending, using real time data to
communicate.

Long established banks are also constantly collaborating with technological advance-
ments and innovation to stay relevant, for example, Barclays Bank have embraced
wearables, launching a bPay product range in the UK consisting of a digital wallet
linked to a wristband, fob or sticker, which can be used at more than 300,000 locations
across the UK. Royal Bank of Scotland are now using biometrics by enabling Touch
ID on its banking app, and a number of banks have signed up to Apple Pay.

Within insurance there is growing peer-to-peer insurance, with billions going into insur-
tech start ups challenging the big companies such as So-sure, Friend-surance, Lem-
onade, Trov and Brolly. Other changes lie in telematic policies to keep premiums down.
With year on year increases of almost 20 percent, the use of a black box or in-car
telematics such as Insure the Box and Carrot could be beneficial to the motorist and to
road safety. These devices measure how well a driver drives, creates a driving score
and sets insurance premiums in accordance.

Consumer Services

As with the financial and business sectors, the consumer sector has been impacted in
every area, with nearly 4 out of 5 adults in possession of a smart phone, with many
people connected at all times. As Total Retail Survey (2016) showed consumers are
becoming more demanding through use of social media and the use of digital technol-
ogy; they want convenience, variety and personalization. Price and quality are a given
but most important is ease of use.

1.4 Platforms and policy responses

Sharing Economy UK launched in March 2015 was set up to champion and represent
the shared economy businesses in the UK, working with the Government and policy-
makers to protect consumers and shared businesses alike; a trade body championing
the UK sharing economy and ensuring best practice. It has created the Trust Seal, a
code of conduct, which are a series of principles that businesses in the UK economy
should abide by in terms of data protection, security, identity verification and ensuring
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clarity of communication between the platforms and users. Some of its members in-
clude Airbnb, Ticket exchange StubHub and petsitting/travel website Trusted Hous-
esitters. As of 2017 it has become part of the Confederation of British Industry (CBI).

Most recently, a Government review was commissioned examining employment laws,
and how to provide workers with access to their rights. Matthew Taylor, Chief Executive
of the Royal Society of Arts, set out his blueprint for a UK economy, Good Work: The
Taylor Review of Modern Working Practices (2017). The report investigates the chang-
ing nature of employment — freelance, flexible, short-term, part-time, casual work and
draws a comparison between ‘good’ work and ‘bad’ work. The former means work that
boosts the nation’s earning power and productivity, and enhances workers’ well-being
and happiness; the latter focuses on the one-sided flexibility in favour of the employer,
and the risk and instability resting with the workers. Unions and employment lawyers
criticised the report as feeble and not doing enough to end insecurity and exploitation
for workers. The creation of the new worker category of ‘dependent contractor’ was
seen by lawyers as further complicating existing categories of how workers are defined
in law.

2. Service Labour Markets
2.1 The changing job market

In the UK, the gap between the earnings of skilled and unskilled workers has risen in
recent years, mainly for two reasons: the changing economy arising from technological
change has increased the productivity of many skilled workers, with application of IT
often easier within skilled occupations compared with unskilled ones. International
trade and globalisation have had a significant downward impact on the pay of the un-
skilled.

Analysis by the Trades Union Congress (2017) shows that the ‘gig economy’ which
includes not just platform working but zero-hour contracts, freelancing, short term con-
tracts, often exploitative and insecure, has led to increased racial disparities in the
labour market, with many more ethnic minority workers facing insecurity and precari-
ousness in the employment market. It found that the proportion of black workers in
temporary jobs jumped 58 percent between 2011 and 2016; over seven times the 8
percent increase for white workers. The number of black women on temporary con-
tracts rose by 82 percent in that time, compared with 37 percent increase for black
men.

2.2 Precarious working

The major drawback with growth of the ‘gig economy’ is greater informalisation of the
economy which makes it harder to enforce employment laws. This has resulted in
many workers finding themselves exploited, under-paid and devoid of basic workers’
rights in terms of minimum wage, holiday, sickness benefits and good quality working
conditions. ‘Flexibility’ of work often cited as positive needs to be looked at in conjunc-
tion with ‘choice’ or lack of it. According to a survey of 2000 people by Glassdoor with
One Poll (2017) only 13 percent of people in their survey across all types of employ-
ment wanted to work in the gig economy, 76 percent favoured full time permanent
employment. 35 percent said the biggest draw of the gig economy was the flexibility.

The impact of digitalization has led to a number of changes within the employment
sector. Across the economy, “work on demand” is becoming a new norm for jobs as
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varied as supply teachers, agency nurses, supermarket checkout operators and call
centre workers.

3. Company Strategies and Work Organization
3.1 Offshoring, Outsourcing and Offshore Outsourcing

The UK now has a mature public services outsourcing market, with 30 years’ experi-
ence of contracting public services out to the private and voluntary sectors. For greater
efficiency and cutting costs over the decades, public sector services have been out-
sourced; ‘contracting out’ or outsourcing is seen as the way to reform public services
and improving value for money. Some of the most well-known private providers of pub-
lic services in the UK include Atos, Capita (call centre services for British Gas,
RSPCA), Serco (Defence Business Services/Prisons) and G4S (Prisons).

3.2 Service value chains

Whereas in the past outsourcing processes and value chain analysis focused on man-
ufacturing, these concepts are now very relevant to the service sectors in the UK and
elsewhere. There is a growing trend in financial services and the public sector relying
on externalisation and outsourcing of service functions namely specialised accounting,
IT services, R&D, human resource management, through call centres and the use of
suppliers and service providers across many organisations.

3.3 New forms of work and industrial relations — issues, debates and policies

Some of the many phenomena and work trends linked to digitalisation of the service
sectors include: a) different forms of work organization — online platforms, crowdwork,
virtual work beyond spatial and temporal boundaries; (b) different forms of contract -
including self-employment, independent contractors, zero hour contracts, flexible
hours; (c) the social impacts of these such as precarity, exploitation of workers eg.
women and ethnic minorities, lack of skills/training.

The TUC published a report Living on the Edge — the Rise of Job insecurity in Modern
Britain (2016) where the focus is on the changing world of work, and the impact of
technology on the workforce. By concentrating on the relationship between employers
and employees it highlights the growing insecurity in the workforce. By looking specif-
ically at online platforms, it showed improved flexibility for employers, at the expense
of a huge increase of numbers of contract workers on a piece-work basis, the increase
of zero-hour contracts, agency workers and the growing band of self-employed. The
report showed how insecure workers lack workers’ rights, benefits, protection at work
and access to pensions.

3.4 Disruptive Innovators and ‘self-employment’

Both Uber and Airbnb are in constant global conflict about permits and employment
lawsuits, regularly participating in official hearings and releasing their own reports on
the positive social impacts they have.

One of the main controversies around Uber has always been whether its drivers are
‘independent contractors’ or employees. The company claims they are the former al-
lowing them to avoid workers’ rights such as minimum pay, sick or holiday pay, and
pensions. Uber began operations in London in 2012 and was officially registered by
Transport for London (TfL), and although it faced and continually faces opposition from
the Black Cab Drivers and its representative body LTDA it continues to grow - with its
ride sharing service UberPool and its food delivery service UberEats. In 2016 there
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were 30,000 Uber vehicles. In 2017 however TfL have decided not to renew Uber’'s
London licence to operate, which expires September 2017 stating it felt it was not a ‘fit
and proper’ private car hire operator; also stating it did not report criminal offences by
its drivers or do proper background clearance checks. Over the last few years increas-
ingly hostile relations have been heightened by legal action brought by Uber.

Uber’s greatest problem in London is with its drivers, their treatment and their status.
The fundamental ‘sharing economy’ ethos of Uber is that its drivers are called ’regis-
tered partners’ rather than ‘company employees’. However, although drivers use and
maintain their own vehicles they pay twenty five percent commission on each ride and
provide no benefits, causing discontent among the workforce. An employment tribunal
ruling, in a landmark legal case in October 2016 stated that Uber drivers in Britain are
‘workers’ and not ‘self-employed contractors’ and therefore entitled to basic workers’
rights - minimum wages and holiday pay.

Report on Southern Europe (Authors: Stefano Gasparri and Arianna Tassinari,
Warwick Business School)

1. Service Markets in Southern Europe
1.1 Background: Services and unions in Southern Europe

The weight of the service sector in the GDP of Southern European economies is con-
siderable, and of comparable magnitude in all four countries - ranging from 73.8% of
GDP in 2015 in Spain to 80.19% in Greece. In all four countries the weight of the ser-
vice sector as a component of GDP has been growing over the last 10 years.

This is also a side-effect of the 2008- 2009 global economic crisis and its aftermath,
which increased the relative weight of the service sector in Southern European coun-
tries, in some cases rather dramatically, as in Greece and Spain, where manufacturing
and constructions have been particularly hit.

In 2015, the service sector accounted for 69.65% of total employment in Italy; 71.45%
in Greece; 68.12% in Portugal; and 75.97% in Spain. A large portion of these workers
is in Small and Medium-sized Enterprises (SME), which are more diffused in Southern
Europe than elsewhere. Such high incidence of SMEs in the Southern European pro-
ductive system is identified as a key factor reducing the level of overall digitalisation of
the economy. A key issue specific to Southern European economies that emerges from
the literature reviewed is the extent to which firms in different branches of the service
sector, and especially SMEs, are able to take advantage of the opportunities offered
by digitalisation.

In Italy, where the average unionisation rate is 31.6%, according to 2015 data from the
Italian Statistical Agency the rate of unionisation in the service sector is, overall, rela-
tively lower, but it varies considerably from 18.8% in the commerce sector and 24.6%
in the information and communication services sector, to 30% in the hospitality sector
and a peak of 55.5% in financial and insurance service. In Spain, where the average
rate of overall unionisation is generally lower (18.9%), unionisation rates in services
varied from 8% in personal services to 10.9% in trade and hospitality, to 23.6% in
transport and communications and 26.6% in financial services.
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Each country has a particular combination of types of services, such as more
knowledge-intensive vs lower-skilled services, immaterial vs location-bound services,
and business-to-consumer/personal vs business-to-business services.

Intra-national differences in terms of digitalisation are evident. The case of 'smatrt cities'
in Italy substantiates this point. Following the EP report on Smart City (2014), which
defines a Smart City as ‘a city seeking to address public issues via ICT-based solutions
on the basis of a multi- stakeholder, municipally-based partnership’, we note that digi-
talisation is a key component for economic and social development inasmuch it is un-
derstood and implemented holistically. In this regard, the EU notes that Italy has the
highest percentage of smart cities in the Continent (followed by Austria, the Nordic
Member States, Estonia and Slovenia), but those cities are mostly located in the North-
ern area, therefore confirming the presence of wide regional differences.

1.2 Policy initiatives in South European Services
Addressing the digital infrastructural divide

Structural issues around the uneven development of ICT infrastructures (e.g. availabil-
ity of broadband internet connection) and the uneven take-up of ICT technology are a
common issue in Southern European economies.

In Spain, a high-profile government initiative, the so-called ‘Agenda Digital por Espana
2015-2020’3 (Digital Agenda for Spain), has been launched to substantiate the EU
2010 call for a Digital Agenda for Europe and drive forward the penetration of digitali-
sation in the Spanish economy — although it is important to specify that this is a cross-
cutting initiative, not focused specifically on the service sector. The agenda is struc-
tured around six major goals: fostering the deployment of networks and services to
guarantee digital connectivity; developing the digital economy for the growth, compet-
itiveness and internationalization of Spanish companies; improving e-Administration
and adopt digital solutions for efficient provision of public services; reinforcing confi-
dence in the digital environment; boosting the Research, Development & Innovation
system in ICT; and promoting digital inclusion and literacy and the training of new ICT
professionals. The agenda also includes a 'Plan for digital inclusion and employability’
with some involvement of social partner organisations. The plan establishes a set of
specific goals structured around four lines of action: (1) Accessibility; (2) Digital inclu-
sion; (3) Equality; and (4) Employability. Focusing the attention in the last one, there
are three goals related to employability: (a) Allocating resources to continuing training
and acquisition of digital skills; (b) Reorienting ICT-related Vocational Training; and (c)
Improving the offer of university training for ICT professionals. Whilst the Spanish so-
cial partners are not directly involved in the implementation of 'Agenda Digital por Es-
pana', there is evidence of trade unions’ initiatives in this area. For example, in April
2017 the largest Spanish union confederation, CCOOQO, launched proposals for a State
Pact for the Digitalization of Spanish Society (‘Pacto de Estado por la digitalizacién de
la sociedad espafiola’). In response, the Spanish Ministry for Energy, Tourism and the
Digital Agenda proposed in April 2017 to open a permanent dialogue table with the
social partners and the Ministry of Employment on the issue of digital reform.

A similar initiative is in place in Portugal, where Agenda Portugal Digital was first
launched by the national government in 2012 and then renewed in 2015. According to
the available evidence, there is however no direct involvement of the social partners in
the design or oversight of the implementation of Agenda Digital Portugal and of the
Programa Interface.
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In Italy we found a government-led initiative inspired to the promotion of a Digital
Agenda. This is called ‘Agenda Digitale Italia’ and has been launched in 2012 with an
explicit reference to the broader EU initiative. Concretely, with this initiative the gov-
ernment promotes, mostly through financial support, interventions on seven areas: dig-
ital infrastructure as next generation broadband; public administration, especially
measures on e-procurement; open data, focused on transparency and e-Government;
digital skills and up-skilling programmes, in line with the EU Grand Coalition for Digital
Jobs; smart cities and communities; internet governance; market innovations as the
ones inspired to Cloud for Europe.

Finally, the promotion of a Digital Agenda is present in Greece as early as 2000, when
the government launched the initiative 'Digital Local Authority' to promote digital ser-
vices across the whole of Greece. It follows two other key interventions: 'The Greek
Digital Strategy 2006-2013', and the 'National next generation broadband access plan
2014-2020'. Their overarching aim is the full development of digital infrastructure.

Overall, we can see that a common trait of these initiatives is the combined emphasis
on investment in digital infrastructures as well as on the development of digital skills to
favour digital inclusion

1.2.1 Policy initiatives: Automation and Industry 4.0

So far, the main public policy initiatives relevant to the topic of automation are those
connected to the development of so-called ‘Industry 4.0’ strategies. Governmental ini-
tiatives focused on favouring the development of Industry 4.0 and the digitalisation of
the industrial sector are in place in Spain (Industria Conectada 4.0, launched in
2015)11, Italy (Industria 4.0, launched in 2016) and Portugal (Estrategia para Industria
4.0, launched in January 2017).

Summing up the debate on Industry 4.0 after one year of its launch, a key criticism
looks at the excessive emphasis put on technological upgrade, while limited attention
is devoted to factors enabling such upgrade, such as HR and industrial relations insti-
tutions.

Overall, in the three countries (Spain, Portugal, Italy) where the government adopted
a specific strategy about Industry 4.0, this has been mainly done unilaterally or in part-
nership with private sector firms and employers’ organisations. The involvement of
trade unions has instead been rather limited, causing some discontent, especially
where unions - as it occurred in Italy - have put aside their ideological differences to
support a shared position. Specific policy or social partners’ initiatives focused on the
impact of automation on the service sector remain so far absent in the Southern Euro-
pean context.

1.2 Emergence of new actors in service markets: the rise of the platform economy

Unfortunately, there are no conclusive data on neither the size of the ‘platform econ-
omy’ in Southern European countries or on its impact on the profitability of established
service activities. According to a recent study on the collaborative economy in Spain
conducted by EY Foundation, the economic impact of activities associated with so-
called ‘sharing’ platforms in Spain is estimated at around between 1 and 1.4% of GDP,
and is expected to rise to 2 to 2.9% by 2025. Micro-tasking services are identified as
those with the greatest growth potential.

Policy debates in Southern European countries surrounding the entry of new ‘digital’
players (i.e. platforms) in service markets have been mainly focused on defining ap-
propriate regulatory models for the operation of these platforms, arising from concerns
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around the issue of unfair competition for established service providers and the threat
of social dumping.

Specifically, in Spain, in response to pressures by associations of taxi drivers, the gov-
ernment has adopted a fairly restrictive regulatory stance so far, introducing rules in
2015 (Real Decreto Ley 1057/2015) which regulated the private hire vehicles market
limiting the operation of platforms such as Uber and Cabify by restricting the number
of licenses and limiting their territorial portability.

Similar issues have arisen in Portugal and Italy. In Portugal, Uber started operating in
2014 and was subsequently subject to a ban by the Court of Lisbon in April 2015 after
one of the main taxi drivers’ associations, Antral, presented a claim of unfair competi-
tion against the platform. Also in Italy Uber has been banned in 2015, though it partly
turned legal again in 2017, providing that drivers are listed in an apposite record, as
done by the service Uber Black.

1.3 Conclusion

In Southern European countries, this is fostering debates around the impact of digital-
isation and associated technological developments on service markets, mainly focused
on two broad issues: Firstly, on the impact of the increased availability of ICT technol-
ogy on the potential for innovation, market expansion and labour replacement in the
service sector, and on the structural challenges arising from this. Secondly, on the
impacts arising from the emergence of new players in the service market — especially
platforms operating in the ‘on demand’ economy - on the structure and strategies of
the established, ‘traditional’ service market.

The impact of digitalisation on service markets in Southern Europe has to be contex-
tualised against a number of structural factors which set this cluster of countries apart
from its North European or Anglo-Saxon counterparts. The high predominance of
SMEs and the deep regional discrepancies in the level of development of digital infra-
structure (e.g. with regard to access to broadband) means that the uptake of digital
technologies amongst service sector firms and the incidence of innovation associated
with digitalisation has so far been uneven, deeply differentiated between branches of
the service sector and between large firms and SMEs and, on average, comparatively
less advanced than in other clusters of European countries.

Public policy initiatives focused on managing the transition towards more automated
production systems are present in all four countries (usually under the Industry 4.0
heading), but they have been so far disproportionately focused on the manufacturing
sector, whilst limited attention has been paid to managing the technological transition
in the service sector.

Finally, across the board, we note that, bar a few notable exceptions in the Italian and
Spanish cases, the involvement of trade unions in national policy initiatives around the
issues of digitalisation and automation in service markets and in the economy as a
whole has so far remained limited. This is despite the common attempts on part of
trade unions to influence the public debate through policy proposals and initiatives, in
various cases formulated jointly by different union confederations. Social dialogue
across all four countries have come under considerable strain during the crisis and
post-crisis period, as governments have often deliberately attempted to reduce the in-
fluence of unions over the policy process.
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2. Digitalisation and labour markets in services: main issues, challenges and
responses

2.1 Automation and polarisation of services employment

McKinsey analysis (2017) estimates that Spain and Greece’s automation potential (de-
fined as the percentage of working time spent on potentially automatable activities) is
48% (equivalent to 8.7 million employees in Spain and to 2.1 million employees in
Greece); this figure increases to 50% (11.8 million employees equivalent) for Italy. Data
for Portugal is not available from the McKinsey study. According to McKinsey (2017),
the branches of the service sector where automation could have the biggest impact in
terms of substituting employment are the retail sector, where 50% of work activities in
Spain and Italy and 48% in Greece have the potential to be automated (equivalent to
1.1 million FTE employees in Spain, 764.800 in Italy and 289.200 in Greece); accom-
modation and food services, where the percentage of automatable activities increases
to 62% in Spain and Italy and to 58% in Greece (equivalent to 861.500, 764.800 and
210.900 FTE employees respectively); and health care and social assistance, where
39% of work activities in Spain and Italy and 37% in Greece can potentially be auto-
mated (equivalent to 553.800, 583.300 and 92.900 FTE employees respectively).

A 2016 OECD study by Arntz et al. (2016) uses instead a different methodology to
estimate potential impacts of automation on employment, based on analysis of the risk
of automatibility of different job tasks (which are derived from individual-level data from
the OECD Survey of Adult Skills - PIAAC 2012). This study shows less dramatic results
than the McKinsey one, with a lower share of workers being identified as being at high
risk of automation (i.e. workers whose automatibility based on their job tasks is at least
70%). According to these results, 12% of jobs in the Spanish economy are potentially
at risk of automation — putting Spain at the 3rd place in terms of exposure to the risks
of automation amongst OECD countries; whilst this percentage decreases to 10% for
Italy. The study, however, also points out that whilst employment effects may not be
as negative as expected, it is mostly low skilled and low-income individuals who face
the highest risk of being automatable.

Another major trend associated with the spreading of ICT technology is that of employ-
ment polarisation in labour markets. Employment polarisation refers to the progressive
loss of jobs in sectors with average wages or mid-skill levels, coupled with the simul-
taneous growth of jobs at the extreme ends of the labour market, low-paid and low-
skilled on one hand, and highly-paid, highly skilled jobs on the other. Unlike in manu-
facturing where low skilled jobs are progressively automated in the process of techno-
logical change, in the service sector the growth in highly knowledge-intensive skilled
jobs arising from digitalisation is accompanied both by the destruction of mid-skilled
routine-jobs (e.g. banking jobs), but also by ongoing growth in less knowledge-inten-
sive but non-routine jobs which mainly require interpersonal skills (e.g. hospitality and
care) and that cannot be automated. This contributes to an overall polarisation and
‘hollowing out’ of the employment structure. Recent research evidence shows that em-
ployment polarisation has affected the four Southern European countries to different
extents over the last 20 years.

Spain suffered a very significant wave of job destruction during the crisis in the mid-
pay, less knowledge- intensive segment of the service sector, which had instead grown
significantly before the recession. The significant fall in low—to mid-paid jobs in services
was largely attributable to the retail and wholesale sectors, and especially concen-
trated in occupations with high routine content.
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Recent trends in collective bargaining in Southern Europe also raise questions about
the ability of existing bargaining structures to govern effectively the transformation of
services labour markets brought about by digitalisation and to deal with the effects of
polarisation by preventing divergence in standards and working conditions. In countries
such as Spain, Portugal and above all Greece, structural labour market reforms imple-
mented during the crisis have pursued the decentralisation of collective bargaining at
the company level and reduced collective bargaining coverage.

2.2 Skills shortages, skills utilisation and vocational training

As a consequence of digitalisation, digital technologies are being introduced into a
growing number of workplaces in the service industry. For instance, almost 60% of
employees in the banking sector report the introduction of new technologies into their
workplaces during the 2011-2014 period.

All four Southern European countries are generally characterised by an above average
incidence of low-skilledness amongst adults. In Spain, it is estimated that around 21%
of the population has no digital skills; this proportion grows to over 30% for Portugal,
Greece and Italy (with Italy ranking 3rd behind Bulgaria and Romania in the EU28 for
the highest level of adult population with no digital skills).

The problems associated with skills mismatch and incidence of low-skills in Southern
European economies arise from long-standing structural weaknesses in the system of
Vocational Education and Training (VET); and are compounded by a problem of skills
obsolescence that mainly affects the workforce over 50 and which arises from low in-
cidence of life-long learning and on-the-job training.

It is thus not surprising that many initiatives by governments and social partners in
recent years have been concentrated on reforming skills formation system and on ad-
dressing the digital skills divide and skills obsolescence arising from digitalisation.

2.2.1 Initiatives led by governments

In Spain, a far-reaching reform of the vocational training system for employment at the
workplace was undertaken in 2015 (Law 30/2015). The reform introduced changes in
the social partners’ responsibilities for the management of the system of vocational
training for employment, reducing them considerably. Under the previous system, so-
cial partner organisations used to be tasked with the direct management of training
programmes and funds. Under the new system, instead, they are only involved in multi-
year strategic planning of training initiatives and forecasting of skills needs in the econ-
omy by state authorities, whilst the role of private training providers in direct provision
has been strengthened. With regard to the improvement of professional skills and em-
ployability of workers, and to increase the productivity and competitiveness of enter-
prises, the law establishes the goal of expanding the benefits of information and com-
munications technologies to workers, promoting a reduction of the digital divide and
ensuring accessibility of ICT technologies. The law also foresees the creation of joint
sectoral structures, established through collective bargaining, to address sectoral train-
ing needs of the workforce. Due to the reduction of the role of social partners in VET
provision, this reform has however been strongly criticised by the main social partner
organisations, and was eventually implemented by the government unilaterally follow-
ing a breakdown in social dialogue in 2015. The confederal union CCOO has strongly
criticised the impact that the new law has had, arguing that the new model of provision
has led to a decrease in the number of workers who can access workplace training.
The Spanish case shows that addressing the reform of VET systems and finding the
right balance in roles and responsibilities between the state and the social partners
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can be a delicate and politically difficult process, and thus represent a key challenge
for unions in Southern European countries whose VET systems are in need of reform.

In Italy the VET system has also been profoundly reformed in the recent years, given
that its chronic weaknesses and scarce popularity have been considered a factors
driving youth unemployment to a soaring level and determining skills mismatches in
the Italian labour market. Reforms focused on two key instruments such as appren-
ticeship-type schemes and internships. An instrument which has instead been growing
in the Italian context are internships, another VET-related instrument which is however
much less regulated and structured than apprenticeships. Besides, interns are not sub-
ject to an employment contract, and thus prone to substantial abuses. As a matter of
fact, data shows that internships, in all their forms, are massively growing, also thanks
to the incentives provided by EU's Youth Guarantee scheme.

2.2.2 Initiatives led by social partners

In Spain, various tripartite dialogue tables between the government, the major trade
union confederations and employers’ organisations on the topic of employment crea-
tion, employment quality and vocational training have been started in 2016. Training
and lifelong learning have been one of the topics at the centre of the social dialogue
agenda. Moreover, in parallel with the government’s ‘Plan for digital inclusion and em-
ployability’, in Spain we find positive examples of union initiatives in the area of skill
development. The confederal union UGT, for instance, has launched in 2015 a com-
prehensive set of policy proposals aimed at addressing the digital divide in Spain (so-
called ‘Brecha digital’), focused both on the development of ICT-related skills and on
promoting access to the internet.

In Portugal there are various initiatives — both government-led and run by the social
partners — focused on encouraging investment in human capital. However, they mainly
seem to be run by employers’ confederations rather than trade unions.

In Italy, social partners have promoted the creation of so-called 'bilateral agencies' at
the sectoral level. These bilateral agencies are organisms run cooperatively by unions
and employers' associations, according to rules set by collective agreements and fi-
nanced through small fees on wages.

2.3 Precarious and atypical employment

It is well-documented that some industries and occupational groups within the service
sector have historically been characterised by an above average incidence of atypical
employment, and below average levels of job quality (Eurofound 2016b). This is par-
ticularly true in Southern European countries, which have experienced over the last
twenty years a marked growth in atypical employment (temporary, involuntary part-
time, bogus self-employment) following the partial deregulation of this segment of the
labour market through subsequent reforms.

Spain is characterised by extremely high levels of atypical employment, and this trend
is not showing signs of change in the aftermath of the Great Recession. Indeed, in July
2017, 92% of new contracts signed were fixed-term and 37% were part time.

In Portugal, the main trade unions’ demands to combat low quality employment have
focused on increasing the minimum wage (due to be increased to €600 by 2020 ac-
cording to the government’s agenda).

In Italy, the use of fixed-term employment contracts by firms was deregulated and fa-
cilitated by a labour market reform in 2014. Fixed-term employment as a proportion of
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total employment reached record levels in 2017, accounting for 12.5% of total employ-
ment.

Besides the long-standing issues associated with a high incidence of low employment
guality and low pay in the service sector, digitalisation is also leading to the emergence
of new forms of atypical employment associated with the availability of ICT technology.

3. Work organisation and company strategies

The increasing penetration of ICT in the services sector has a number of far-reaching
implications for what concerns practices of work organisation within firms and compa-
nies’ competitiveness and business strategies.

3.1 Impact of digitalisation on working conditions

Standardisation of work practices and the corresponding decrease in job autonomy is
a major trend associated with services digitalisation.

Large warehouses and logistics companies have often been at the centre of attention
for debates around standardisation and work intensification in service sector work, and
Southern Europe is no exception. The e-commerce giant Amazon, although less dif-
fused than in other parts of Europe, has experienced impressive rates of growth in the
last few years and has come under the spotlight for the problematic working conditions
at its distribution centres. Workers in ‘picking’ and ‘packing’ jobs in a big warehouse
near Madrid described their jobs as ‘a battle against the clock’, where they are con-
trolled by a device which shows them the location of items and indicates the time to
collect the item, which can be as short as a few seconds. Near Milan, workers in the
same jobs defined themselves as ‘contemporary Charlie Chaplin, equipped with a
scanner rather than a wrench’.

In fact, once workers’ grievances become known and, given the brand visibility, capture
the media’s attention, here the established union confederations such as CGIL are
able to gain a critical mass of members. As a result, bargaining tables are open where
is possible to discuss with the company headquarters better working conditions and
the procedures to monitor their implementation. This dynamics has indeed resulted in
an agreement signed in December 2016 by Amazon’s parent companies (Amazon City
Logistica Srl, Amazon lItalia Transport Srl, created to handle a store and a secondary
hub, respectively), possibly paving the way for a company agreement with Amazon
itself, an outcome which would be a turning point for the company’s tradition of unilat-
eral industrial relations. To support this option, there is also Amazon’s decision to apply
the collective agreements valid for the commerce sector, which is relatively more ro-
bust than the one for logistics.

Also in Spain trade unions mobilised against Amazon’s poor working conditions and
pay. The union CC.OO. has been particularly active in this regard and has begun co-
ordinating with trade union counter-parts in other European countries to demand Am-
azon improvements in its warehouses. In the region of Madrid, the employers’ confed-
eration Anged and the four major trade unions have reached a new regional sectoral
agreement in May 2017 aimed at ‘defending’ large shopping centres from the threat of
online retail, with the unions agreeing to facilitate the use of temporary contracts in
exchange for moderate pay increases.

Beyond targeting specific companies, trade unions have addressed the issue of dete-
riorating working conditions in service sector jobs, both the Italian union CGIL and the
Spanish union CC.OO have also launched - in winter 2015 and summer 2017 - high-

24



profile campaigns against the incidence of precarity in the service sector, called ‘The
New Order’ and ‘Precarity War’, respectively.

3.2 New business models — platforms

The emergence of new business models operating through ‘platforms’ (discussed in
section 2.3 above) is leading to the emergence of several issues relating both to em-
ployment quality and working conditions. The combination of piecework payment and
algorithmic management leads to a process of work fragmentation and intensification,
shifting the business risk of low demand completely onto the workers and increasing
health and safety risks for the workers. Food delivery workers, for example, are pushed
to increase their physical speed whilst cycling in order to carry out more deliveries.
Furthermore, the application of algorithmic management methods and the use of GPS
tracking to manage the flow of delivery jobs also allow the platform to monitor workers
and use the data gathered in a non-transparent fashion for the purposes of perfor-
mance management and workers’ surveillance.

In Spain, the legal status of self-employed workers is generally regulated by the ‘Stat-
uto de Trabajo Autonomo’ (Statute of Autonomous Work). An intermediate category
between self-employed and dependent workers also exists to categorise economically
dependent autonomous workers (so-called TRADE, Trabajadores Economicamente
Dependientes), i.e. self-employed workers who however receive at least 75% of their
income from the same client. The TRADE category provides the self-employed with
some characteristics of traditional self-employment (autonomy, entrepreneurial risk)
and some of traditional employment (particularly in matters of social protection and
taxation).

In Italy, similar debates regarding the regulation of platform work have been triggered
by the protests of riders working for the food delivery platform Foodora in Turin in Oc-
tober 2016. The workers contested their contractual classification as autonomous con-
tractors; the piecework payment system adopted by the firm; and the unilateral control
exercised by the firm on the riders’ working time.

The position of Italian trade unions on this issue is instead mainly oriented towards
pursuing a solution through collective bargaining channels, rather than introducing new
legislative instruments to regulate gig work as such. This would however require an
adaptation of existing sectoral collective bargaining agreements to cover the different
kinds of app-based gig work in the sector of reference, or the creation of new, ad hoc
agreements to cover the specificities of app-based work, with a number of ambiguities
that need to be solved.

These attempts to unionise and build up new representative structures for gig workers,
freelancers and other service sector workers located at the frontline of the digitalisation
transformation testify to the present efforts of Southern European trade unions as ac-
tors to adapt to emerging challenges. However, their reach so far remains still limited,
and their capacity varies according to national contexts.

3.3 Conclusions

Digitalisation has multiform implications for working conditions and company practices
in the service sector. Issues of standardisation, work intensification and workers’ mon-
itoring and surveillance enabled by digital technologies are affecting an increasing
number of workplaces in various branches of the ‘conventional’ service sector — pri-
marily in retail and logistics, but not only. Simply put, in the words of the General Sec-
retary of CGIL, the largest Italian union, ‘it's necessary to negotiate the algorithm’. This
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move, as we have briefly illustrated, is requiring considerable renewal of strategies of
intervention on part of unions, with an adaptation of old instruments and the introduc-
tion of new ones.

It remains thus necessary for unions to develop new strategies of recruitment and un-
ion action, possibly embracing digital tools more actively digital tools, to reach workers
in these emerging sectors — although encouraging examples in this respect are starting
to emerge. On top of this, the main dilemma for established unions is whether to pursue
a strategy that seeks to reconfigure these new platform-based jobs as proper ‘depend-
ent employment relationships’, thus regulated through labour law and sectoral collec-
tive agreements.

4. OQverall conclusions

Our findings, mapping out the impact of digitalisation on industrial relations in Southern
Europe, are divided in three sections. At the macro level, looking at services markets'
developments in general, we find that bar a few exceptions, the involvement of trade
unions in national policy initiatives related to digitalisation, such as ‘Digital Agendas’
and ‘Industry 4.0’ strategies, has so far remained fairly limited. This is despite notewor-
thy attempts on part of unions to influence the public debate on digitalisation and ‘the
future of work’ through policy proposals and initiatives. On issues relating to the regu-
latory models for new digital players (e.g. platforms), the interventions of mainstream
trade unions in the public policy debate have also been limited so far, as the formulation
of coherent regulatory proposals is still ongoing for the majority of confederations. At
the meso level of labour markets in services, there are instead more signs of pro-active
union adaptation, where unions, especially in Italy and Spain, have been taking up
issues and demands relating to digitalisation (e.g. individual right to training and acqui-
sition of digital skills) as central parts of their collective bargaining and campaigning
platforms. However, the extent to which these collective bargaining strategies are suf-
ficient in countering the polarisation trends associated with digitalisation is debatable.
Finally, at the workplace level we observe emerging and deepening disparities be-
tween sectors with regards to unions’ capacity to intervene to govern the ongoing work-
place transformations arising from digitalisation; and considerable difficulties in build-
ing up power resources and representative capacities in the emerging ‘platform econ-
omy’ segment of the economy.

Overall, we find that unions’ strategies and demands so far have been primarily fo-
cused on arguing for an extension of traditional forms of protection to deal with the
disruptive effects of digitalisation. However, this has been coupled over the last years
with some mild innovation in unions’ agenda, especially in Italy and Spain, where un-
ions are possibly driven by a desire to re-build their strategic power resources and
‘update’ their image after having been weakened and delegitimised during the crisis
period.
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