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INTRODUCTION

The DIGCLASS Project

The DIGCLASS project wasbornout of the increasing
concernin Europe about the implications of the digital
revolution for social inequalities and democratic
processes. The objectiveis to provide a better
understanding of howdigital technologies alterthe
mechanisms that generate inequalities in the distribution
of resources andlife chances, whichis crucialfor social
policies to respondto the challenges of the digital
revolution.

DIGCLASS is hostedin the Centre for Advanced Studies
(CAS) of the Joint Research Centre (JRC) at the European
Commission. The JRCis the Commission’s Directorate-
General for science and knowledge production. It informs
and supports EU policies with independent research
throughout the whole policy cycle. The CASaimsto
enhance the JRC's capabilities to better understand and
address the complex and long-term scientificand societal
challenges that are currently facingthe EU. The CASis a
strategic JRC programme under the Scientific
Development unit and collaborates closely with other
units withinthe JRC in thiscase theunitonHuman
Capital & Employment.

The Kick-off Workshop

The kick-off workshop was a high-level event withmore
than 100 participants that brought together 13 high-
profile intemational experts on social inequality from
different social science disciplines to discuss
technological change and inequality, two topics

directly underthe European Commission’s priorities. The
objective was to generate synergies with leading experts
and institutions globally onthese twokey areas to feed
the policy processrelevant for the Commission.

The programme was structured around four overarching
questions:

1. Areexistingsystemsofsocial protection
adequate for thedigitalage?

2. Are contemporarysocieties still class-based?

3. How are digital technologies transforming the
sodial structure?

4. Does socioeconomic position still drive political
outcomes?

Each of the questions were addressed by three to four
expertsin a round table format, offeringa stimulating
debate ontheimplications of technological change for
social inequalities and aiming to promote collaboration
between the CASand leading experts and

institutions globally, in order to help shape andinform

policy making of the Commission.

An interesting political moment to
tackle class inequalities

Lazlo Andor, former EU Commissioner for Employment,
Social Affairs and Inclusion, stressed, in his opening
address, the pertinent timingof a project like D/GCLASS
and the interesting political moment in whichit starts.
Afterreviewingrelevant EU initiatives around the social
dimensionofthe Union,suchas the Porto 2021 Social
Summit, Andor discussed how, in his view, digital
transformationis one of the several factors potentially
posinga threat to the European social model. He claimed
that problems might be caused more by changing
warking conditions than the availability of jobs,andhow
different groups are prepared to face upcoming
challenges dependsin part onthe use theycan make of
technology.

Andornoted inparticular the coexistence of high levels of
inequality and low social mobility in certain contexts, and
emphasized the notion of a Social Union,and recent EU
actions,such as the Directive of the European Parliament
and of the Council on adequate minimumwages in the
European Union, that can playa promisingrole to
advance inthisdirection.

The DIGCLASS Team

The DIGCLASS teamsis composed of a multidisciplinary
team of social scientists:

Leire Salazar — Sociologist, Lead Scientist.

Carlos Gil-Hemandez — Sociologist, Project Officer.
Guillem Vidal - Political Scientist, Project Officer.
Davide Villani — Economist, Project Officer.

Marta Fana — Economist, Collaborator.

Sergio Tarrejon — Sociologist, Collaborator.

Enrigue Fernandez-Macias — Sociologist, Collaborator.
Matteo Sostero — Economist, Collaborator.
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POLICY

Speakers: Bea Cantillon’, Marius
Busemeyer'and Aaron Reeves"

Are Existing Systems of Social
Protection Adequate for the Digital
Age?

n the first sessionof the DIGCLASS kick-off workshop,

we discussed where social policy in the European

Unionstands, whetheritis well equipped for the
challengesimposed by technological change, and what
avenues forimprovement it has. In order to address
thesematters, we hadthree leading academicsin the
field whohave published extensively ontherelationship
between the configuration of the welfare state and the
extent and nature of socioeconomic inequalities.
Professors Bea Cantillon, Marius Busemeyerand Aaron
Reevesengagedin debates around three specific
questions,namely (1) the current form of the welfare
state, (2) the possibility of devisingimproved or novel
policy instruments,and (3) the notionof a European
Social Union.

ARE WELFARE STATES, IN THEIR
CURRENT FORM, OUT OF STEP?

Many experts have hypothesized that rapid technological
change will affect the availability of jobs and will
displace certain workers from the labour market. These
are empirical questions that need to berigorously
tackled, butin this changingand uncertain context, a
crucial objectiveis to identify whether welfare states, in
the EuropeanUnion and elsewhere, are stillingood
shape and are adequate to face potential new needsin
terms of social protection.

hat are themainthreats that welfare statesin
W the EU might be facing? Are they redistributive

enough? Do they show a right balance between
predistributive and redistributive policies, i.e.
interventions that occur before the unequal distribution

of rewards inthe labourmarket takes place,or more
conventional compensatory measures?

'Bea Cantillon is professor of Sodial Policy at the University of
Antwerp.

"Marius R.Busemevyeris professor of Political Science at the
University of Konstanz

Some of the more pessimistic projections on what we
can expect, suggesting mass unemployment, are unlikely
to happen, but substantial transformations of the labour
market are more certain. The European welfare states
are still conceived for the standard full-time
employee, while a growing presence of newtypes of
employment, some of them potentially associated with
precarious life conditions andnewtypes of labour market
risks, is likely to occur. Technological change could also
bringnew social dislocationsin the form of regional
inequalities that willneed to be considered infuture
growthstrategies. One positive aspect of technological
transformationis that it might bringback to the labour
market some people, such as those with disabilities or in
specificregions outside the high-productivity urban poles,
who are currently unable to maintainworkin the formal
labour market.

Relative to other regions in the world, the welfare
states in the EU have solid foundations to deal with
potential threats.

Unlike theresidual role played by publicsocial protection
—vis-a-vis the private market—in other regions in the
world, and despite evident differences across countries,
the welfare statesin the EU are generally speaking well-
equipped to face upcoming challenges. They have been
successfulin the last decades at providing social security
for certaingroups and developingsocial investments;
however, efforts to pursue poverty alleviation —even for
thosein the labour market—and to grant protection and
decent living standards for the less privileged have been
less successful

‘It is important to get the institutions [policy
instruments] right before these crises happen.”
— Aaron Reeves

The so-called sodial trilemma —involving high
employment rates, low inequality and poverty,and
reasonable financial costs—identified by Iversen and
Wren in 1998hasbecome apparent for European
welfare states; countries differ inthe single goalthat is
harder to grant. Currently, all EU welfare states combine
relatively highemployment rates and high social
spending,but they face increased inequality and poverty
persistence. Theideaof social investment asa means to
invest on citizens’ capabilities forthe labour market was
devisedasa way to circumvent this trilemma, butithas
proved insufficient to do so.

"Aaron Reeves is assodate professorin the Department of Sodial
Policy and Intervention at Oxford University.



Politics matters and faces strenuous trade-offs.

The crucial aspect is how unequally emerging labour
market risks are going to be distributed, and what the
beststrategy to deal withthemis.No matterhow
important expanding a social investment agenda
(predistribution)is for the longrun, thereis a tendency to
prime, politically, short-term compensation demands.
This tension hasbeenobvious during the COVID-19 crisis.

CAN WE DEVISE IMPROVED OR NOVEL
POLICY INSTRUMENTS BETTER SUITED
FOR THIS CHANGING SCENARIO?

In this changingscenario, itis easy to realise that the
needto come up withimprovedornovel policy
instruments has become evenmore pressing thanbefore
for policy makers. In terms of social inclusionand
fairness, these instruments wouldideally need to fulfil at
least five requirements: (1) Grantadequate living
standards for all citizens; (2) Have a redistributive nature;
(3) Ensure equality of opportunity; (4) Be endorsed aaoss
the board, andthus politically viable and sustainable; and
(5) Be affordable.

an we devise suchmeasures? What would they
‘ looklike?

The welfare states have been remarkably stable
and are difficult to reform.

These difficulties to update to upcoming challenges vary
across countries and depend onthekinds of coalitions
that are shaped, andresistances from current
beneficiaries of the status quo. Constituencies potentially
supportinginnovative policy measures are not the most
influentialor dominant at the momentinthe policy-
makingspace. Moreover, although generally speaking
there iswide public support for social investment types
of policies, those directly affectedby technological
change are more prone to require and demand
immediate or short-term compensatory measures.

The welfare state has an inherent expansionary logic by
which itis common to add policies as newsocial risks
emerge. Apart from consideringthe amount of
(additional) spending that dealing with these social risks
entails, states needto find ways to get newtools for
(social) policy, but alsoways to get revenue from the
new forms of value that are being created in the
digital economy.

Welfare statesneedto create jobs for those withmiddle
and low levels of formal education. The so-called
platform economy could bringin labour market outsiders
into the production of value and the political realm. The
generation of furtheremployment within the public
sector,eventhoughis not always broadly supported
politically, has the potentialto offer interesting
possibilities. For instance, the socialservice sector
(healthcare, personal care, etc.) has increasingdemand
amongcitizensin the EU andithas a huge potential for
expansion. Besides, many of the jobs related to care are
notlikely to be automatedin the short term.

In the past, unions were thekind of actors that most
often lobbied for welfare state improvements.
Innovation with regard to collective forms of
organization and mobilization might be needed in
the digital economy.

The welfare statesneedto reinforce social protection to
shieldcitizens from emergingrisks. Installingsome kind
ofbasicsecurity would seem crucial inthisregard.
(Universal)basicincome, whichin the past was regarded
as unlikely to be adopted, might be a valid instrument to
explore inthis changing context andit is alreadybeing
discussed, piloted and evenimplemented (in someinitial
or partial/conditioned configuration) in several contexts.
More generally, universality in access to social insurance,
and whetherany private elementis required to grant
broad political support and thus sustainability, will be key
for the welfare states.

Well-funded municipal governments could open up policy
spacesin more innovatively manners than nation states
and couldserve as “labs” where initiatives could be put
to the test.Housingis anexample of policythat couldbe
strengthened at the local level. The concentration of
high-skilled workers in certain urban sites attracting
technology-intensive activity affects housing prices and
deepens the urban-ruralgap,andpose newsaocial risks
that require rethinking (social) housing policy.

Reforms of traditional policy domains are still
crucial in order to improve their redistributive
nature and grant financial sustainability.

Besidesinnovating, the current welfare states needto be
reformedin severalalready existing dimensions in order
to grant their maintenance and equity alongseveral
dimensions. The intergenerationalaspect, so crucial in
these policy domains, needs to be more generally taken
into account. Stepsin thisdirection have already been
initiated but need to be intensified.

“When it comes to social investment (education, life-
long leamning...), the focus has been too much on the
middle classes (Matthew effect). Governments should
redirect their focus to those children and young
citizens most in need.”
— Bea Cantillon



- First,pensionreforms, which are crucial in financial
terms, have been attempted, sometimes not
successfully,in many countries.

- Second, taxreform, including wealth, is already
becominga reality,and the EU is holdinga leadingrole
in this enterprise.

- Third, social investmenthas traditionally benefited
more those already in advantaged socioeconomic
positions. Efforts to shift these benefits towards the
groups who aremore in need (and thus can benefit
more from theinterventions) should be intensified.

- Fourth, expanding social protection towards
universalisationis still a challenge to existing European
welfares states.

IS THERE ANY CHANCE OF A EUROPEAN
SOCIAL UNION?

The EU’s role with respect to the national welfare
states has been reinforced out of necessity.

The European Union is already playing a fundamental
role in tems of supporting national security systens.
Recentinitiatives suchas SURE (the temporary Support
to mitigate Unemployment Risks in an Emergency) or
Next Generation EU are good examples of this,and a
virtuous circle has clearly been initiated. A
momentumhasbeen created for a European Social
Unionthat seems hard to reverseinthe nearfuture.

Surelythereis furtherneedto hamonize national
systems of social policy to enforce and ensure certain
minimum standards. The EU has the potential to fulfila
triple role, as a guide (through establishing common
goals andminimum standards), as a supporter (suchas
forexample with the directive on minimum wages) and
as a provider (by transferring direct funds to national
systems).

Despite all national existing differences, there are some
elements which are genuinely European, when
consideredfroma global perspective. Theseinclude: (1)
the strongrole of social insurance, (2) corporatism,
involvingsocial partnersin wage-setting, (3) the
engagement of several stakeholders, besides
govemments, in the decision-making process.

Many people identify as EU citizens.

Even though certain states mightbe reluctant to push
towards a European Social Union, particularly since the
welfare state has historically been developed at the
national level and manynations also share
responsibilities with subnational units, there are largely
sharedvalues linked to the social dimension that cut
acrossa widerange of European countries.

If a European Social Union comes to exist, it will be
very different to what we know from existing
national welfare states.

Because of the ways inwhich capital moves
internationally, the EU has arole to play whenit comes
to wealth taxation, and the extentof intergenerational
transmission of (economic) advantage that it is willingto
accept. In this sameline, thereis scope for the EU to
intensify its investment in children and children s rights,
as initiated for instance by the European Child Guarantee
adoptedin 2021.

Since some of the social dislocations potentially deriving
from technological change are likelyto be
heterogeneously distributed across countries, the
European Union couldplay a role indealing with some
cross-country redistribution as well.

It is openfor debate whether we wouldneedto have a
single European pension system, but it probably would be
important to move towards European reinsurance system
such as a European unemployment scheme. A focus on
(minimum) rights couldbecome a more fruitful
approach for advancing towards a European Social Union
than the traditionalfocus on bigredistributive
institutions. The social aspect would in addition need to
be reweighted, for instance in the European Constitution,
vis-a-vis the economic domain.

‘If you look at public opinion data, there is a broad
support for a European dimension of the welfare
state.”
— Marius Busemeyer



SOCIAL CLASS

Speakers: John Roemer", Kim Weeden”
and Daniel Oesch”

Are Modern Societies Still Class-Based?

n the secondsession of the DIGCLASS kick-off

workshop, we discussed how socio-economic

inequalities are generated and rooted inoursocieties
throughsocial classes. We had three world-class experts
onsacial inequality with an interdisciplinary background
at the intersection between economics, sociology and
politicalscience: Professors John Roemer, Kim Weeden
and Daniel Oesch. They addressed three questions on (1)
the dimensions that should define a social class, (2) the
extent to whichmodern societies are class-based, and
(3) the links between equality of opportunity and class.

WHAT ARE SOCIAL CLASSES?

Since the financial crisis in 2007, the debate about social
inequality has arisenin publicopinionand policy making.
Makingheadlines is the wealthiest 1% departing from
everybody else; monopolies in the digital economy and
tech tycoons; CEQ’s exorbitant bonuses; and tax fraud
hindering the welfare state. Patrimonial capitalism,
drivenby finance and wealth inheritance over
generations, is here to stay,reminding us of long past
feudaltimes. At the same time, there is widespread
concernabout the industrial working-class decline, the
hollowing-out of the middle classes, and the stagnation
of wages.

hatdo we meanby social class,and what
W dimensions should defineit? Is it just about
capitalandlabour or havingmore orless

money? What are the core classes makingup the social
ladder in contemporary societies?

Traditionally, social classes were tools to account forbig
socdial and palitical changes, but nowwe use these tools
to discernmodem guestions about inequalities, life
chancesandpolitical attitudes. Notably, the definition of
asocial classdependsonits purpose andthe policy
framework, thatis, on the type of outcomes one wants to
predict or the social problems one wantsto solve. As
such,there are different approaches to social class.

¥ John Roemeris the Elizabeth S.andA. Varick professor of
Political Science and Economics.

Y Kim Weedenis the Jan Rock Zubrow'77 professor of the S ocial
Sciences at Comell University.

Education, skills, occupations, culture, income and
wealth are the sixkey characteristics defining a social
class,accordingto John Roemer. The fundamental ones
to defineasocial class are education, skills and
occupations, which determine the latter three: culture,
income and wealth.

The relations to the means of production or technology
are alsocritical factors to define social classes: Whether
you hire labour,workon yourownorsell labour
detemines class positions. Thus, class positions defining
the income hierarchyin societyare mainlybased on
occupations.

Class is therefore a social group with similar
positions in the labour market and production units
that, consequently, sharing similar life chances and
worldviews. Daniel Oesch considers three additional
elements that are helpful to define socialclasses:

I. Employment relations with employersand co-
workersthat emerge fromhiringor sellinglabourand the
socio-technicaldivision of labour. Forinstance,among
employees, skills determine to a certain extent how good
their working conditions arein terms of income and
stability.

Il. Occupations are the primary source of labour income
and life chances. Thus, occupations are building stones
for class analysis, hierarchical distinctions as a function
of labour-power. However, power relations at the
workplace are difficult to define and measure. Thebest
indicatoris skill or expertise. The more complicated the
worker to be replaced, the better the employment
relationshipwill be. This vertical division of social classis
not controversial,but DanielOesch argues foran
additional horizontalaxis to classicindustrial class
schemas: Work logics.

I1l. Work logics emerge fromdifferent types of daily
interactions at the workplace. There are four main work
logics:independent (self-employed), interpersonal
(professionals and social services; female dominant),
technical (experts; craft workers; male dominant), and
organisational (managers; clerks). Once we crossthe
vertical and horizontal class dimensions, fourlarge
classesemerge:

1. Salariedmiddleclass

2. Bigand small employers and self-employed
3. Office clerks

4. Working classin service and industry

Y"Daniel Oesch is associate professorin sociology at the Life
Course and Inequality Research Centre (LINES ) of the University
of Lausanne.



A common viewis that social classes are built on
occupations withsimilartasks and skills. However, Kim
Weeden argues that there are as many classes as there
are occupations. Some occupations are deeply
institutionalised, represented by unions or occupational
associations, while others require specialised training or
licences, leadingto socialclosure and reproduction. Thus,
in Weeden'’s view, a fine-grained occupational approach
to social classwould better capture political views and
income inequality within large occupational classes.

ARE MODERN SOCIETIES CLASS-BASED?

The deathof social classis animmortal debate. Many
commentators have long argued that social classis not a
helpful concept anymore when explaining cultural values,
politicalattitudes and increasing income inequalityin
contemporary societies. The argument follows that
globalisation and digital technologies fragmented
industrial and service economies into new forms of work,
lifestyles, andidentities.

relevantin structuringinequalitiesin life chances

than traditionalclass divisions? Can occupational
classesaccount for megatrends in labourmarkets, such
as automation orskill-biased technological change? Why
are social classesnot a protagonist in publicdiscourse
and academia compared to economic measures?

I | ave economic and skill divisions become more

Inequality trends. Kim Weeden claims that social
classes,as measured by occupations, are still helpful to
understand current trends in wage and skill premiumiin
the labour market, so that occupational classes capture
quite sound trends in income inequality. For instance,
some occupations (i.e, doctors, lawyers) protect
themselves from the market competition thanks to
licencesandentrybarriers.

Life Chances. To understandinequalities inlife chances,
occupational classes are more valuable thanincome. A
very timelyexample is the mortality riskby COVID-19 as
a function of occupations or income. Occupations (i.e.,
essential workers) are a way better predictor than
income, as thereis a very different risk for different
occupations at the sameincome level Notin vain,
individuals identify themselves with occupations, not
income.

“The challenge of class analysis lies on the complex
relations between educational, occupational and
economic inequalities and their joint impact on life
chances, political beliefs or mortality rates.”
- Kim Weeden

“It is a paradox that people are talking about
income and not about social class”,Daniel Oesch
underscores. In his view, objective class divisionshave
become more profoundin many Western countries inthe
last three decades. We see more substantial class
inequalities today than thirty years ago,but, at the same
time, the subjective consciousness of class divisions and
politicalmobilisation of class has declined. Industrial
conflict andstrikeshave neverbeen lower than today.

Political supply. The working-class represented the
uncontested majority of the workforce until the 1980s.
Back then, the dominant question was the place of the
workingclass insociety. From that point in time, with
technological change, globalisation, and neoliberal trends
in economic policy, the working class was under
tremendous pressure viamass unemployment and
stagnatingincome, sufferinga substantial decline as a
share of the workforce.

As the size and power of the working class declined, the
political parties traditionally linked to the working class
startedto realise that their hunting ground was smaller
and beganto attract the attention of the salaried middle
class inthe 1990s. As a result, political parties do not
talkabout class anymore or,if they doso, talkabout
middle-classes. In the meantime, the working classhas
faded out from public discourse and academic
discussion.

‘It is the working class that is under great pressure
due to technological change and globalisation, not the
middle classes. There has never been more people
working in managerial and professional jobs in
history”.

— Daniel Oesch

The working class. Accordingto JohnRoemer, we do
nothave the simple class analysis that Marx and Engels
envisagedin theindustrial revolution. Then, (1) the
workingclass had the power to stop production; (2) the
workingclass was the most oppressed and exploited; (3)
and the working class was the primary source of profits
for the capitalist class. These three characteristicsdono
longer coincide in one class.

Today,themore oppressedare only a tiny sectionof the
workingclass and the so-called precariat —service
workers witha minimum wage andthoseinandout of
the labour market— while the traditional working class is
much smallerthaninthe early 20" Century. Large parts
of the working class were organised by unions after the |
World War, achieving higher levels of social rights. Anew
class of ITworkershas the power to stop productionbut
not the capacityto do sobecause they are unorganised.



WHY SHOULD POLICY-MAKERS CARE
ABOUT SOCIAL CLASS?

As previously discussed, modem societies are class-
based,sothe occupational structure is still a valid
instrument to account for the systematic generation of
socio-economicinequalities in life chances. However,
what about the transmission of these inequalities
between parents and children over generations?

Equality of opportunityis a pillarof contemporary
democraticsocieties, supportedby liberals and social
democrats alike. However, intergenerational transmission
of inequalities is high and persisting, and the current
increase in economic inequalities inthe context of the
COVID-19 pandemic could make things even worse for
the next generations. Moreover, the digital age could
opennew socio-economic gaps in human capital
formation and wealth accumulation.

transmission channels of (dis)advantages over

generations inthe digital age? How is social class
related to equality of opportunity, a central target of
social policy inthe EU and liberal democracies? Why
should policy-makers care about social class?

D 0 occupational classes account forthe main

The endowments of the family that oneis bominto,
the wealth and education of the parents, largely
determine the opportunities that a child willhave to
succeed. Thus, the intergenerational transmission of
successis mainly based onthe parental socioeconomic
status.

‘In a just society, the opportunities of the children
are influenced by their circumstances in the
weakest way. In Nordic countries circumstances
are less consequential for life chances.”
- John Roemer

Intergenerational mechanisms of inequality.
According to Kim Weeden, an occupational approachis
helpful to understand the mechanisms by which parental
educationandincome areso closelyrelatedto children
outcomes. Children outcomes are not just the result of
parental financial capital (income, wealth) but also of
parental human capital (skills)and social capital
Therefore, parental occupations are a good indicator of
allofthese resources or capitals that explainthe
intergenerational transmission of (dis)advantages.

Daniel Oesch also considers that studying parental
occupationsis a good approximation for children’s
opportunities and constraints. It is within occupations
that parents transmit economic, cultural and social
resources. For instance, a doctorcan teach his/her child
how to study more efficiently, a realestate agent can
pay for a support teacher,and a lawyer canhelphis/her
child to geta job interview. As such, intergenerational
(dis)advantages are mainly transmitted through the
occupational social class.

“Asking someone what do their parents do is asking
what social class someone is in and therefore what
their life chances are.”
— Daniel Oesch

Combating unequal opportunity. The traditionalrecipe
to combat inequality of opportunity has beeninvestingin
education, but, according to Daniel Oesch, it is not the big
game-changer. Inequality of opportunity is groundedin
inequality of condition. Therefore, policies that aim at
reducing educational inequalities are likely to be offset
by richer parents using their greaterresources to uphold
their children’s competitive edge — duringand after their
education. If we aim for more equality of opportunity,
Daniel Oesch contends that govemments need to invest
morein equality of condition by redistribution policies not
justin schoolingbut also inhousing, healthcare, child and
family allowances, wages andlife chancesin general.

Most socialpolicies focus on post-market economic
inequalities through taxation and redistribution, but Kim
Weeden encourages policymakers to take a step back
and try to equalise opportunities by addressingthe
causesof market inequalities related to unequal
opportunitiesin life chances.
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TECHNOLOGY

Speakers: Aina Gallego"’, Mark Levels*",
Nicole Wu* and Anke Hassel*

What is the relevance of new
technologies in our society?

attention fromseveral disciplines and the publicin

general. Academics, policy makers and civil society
organisations are discussingtherole that the spread of
new technologies will have onthe labour market and,
more generally,on our societies. In this context, itis also
crucial to discuss the space for governing the changes,
challenges, and opportunities our societies will face in
the near anddistant future.

T he rise of new technologies is attractingincreasing

It is noteasy to finda uniqueinterpretation regarding the
impact of new technologies. Part of this difficulty hasto
do with the fact that the process of adoption of new
technologiesis changingrapidly and,in somefields (eq.,
robotics),itis stillat an early stage. Anotheraspect to
consider inthediscussionis that the latest technological
wave involves different technologies, such as
automation, robotisation, artificial intelligence and
digitalisation,each one withits own characteristics. In the
third session of the workshop, we addressed the role of
new technologies inour societies with four renowned
academics: Aina Gallego, Mark Levels, Nicole Wu and
Anke Hassel.

HOW WILL DIGITAL TECHNOLOGIES
TRANSFORM THE SOCIAL STRUCTURE IN
THE NEAR FUTURE?

Thereis arisingdebate conceming the impact that new
technologies (digitalisation, robotisationand Al) willhave
on our societies and, to the particularinterest of this
session, job relations and the social structure. This
concernis far from new,andithasaccompanied every
wave of innovation since the emergence of capitalism.

“'Aina Gallego is associate professor of P olitical Science at
the University of Barcelona

“Mark Levels is professor of Health, Education and Work
atMaastricht University.

intelligence different from previous waves of

innovation (e.g, mechanisation)? What is likely to
be the impact anddirection of digital technologies in
transforming the social structure?

T o whatextent aredigitalisation and artificial

A useful point of departureis to consider the specificities
of the new wave of technical change compared with
previous waves of innovation. As with past technological
revolutions,itis commonto lookat new technologies
with a mixofhopesand concems. One of the effects of
automation will likely be theincrease in productivity,
substitutingsome human tasks withmachines. In this
respect,new technologies are not that different from
previous waves of innovation.

‘One difference with previous technological waves is
that Artificial Intelligence based technologies can
perform non-routine tasks.”
- Mark Levels

However, some specific characteristics are
particular to our times.One of the majornovelties of
the new wave of technical change residesin that new
technologies could also extend their range of action,
increasing the number of non-routine tasks that could be
automated. Digital technologies can also alterthe degree
of control at the workplace and affect the degree of
autonomy of the workers. Moreover, digital technologies
permit remote control of the production process, which
could have an impact on the organisationandthe
geography of production.

In the last years, new jobs have emerged. Some of
these jobs are characterised by short and precarious
working conditions and are often not regulated by
collective agreements. Yet, new technologies have also
brought about newhighly specialised jobs such as Al
programmers, which are usually well-rewarded. This
process introduces new challenges to our welfare and
legal systems.

% Nicole Wu is assistant professor of Political Science at
the University of Toronto.

* Anke Hasselis professor of PublicPolicy at the Hertie School and
Co-Directoratthe Jacques Delors Centre.
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WHAT BENEFITS AND DANGERS DO NEW
TECHNOLOGIES BRING?

Despite generating concerns, new technologies and the
growth of productivity have also generated confidence
that technical change would improve employment for the
majority of the population. However, this optimism
seems to have somehow faded out with the current
debate regarding digitalisation and the rise of Al

s there a difference compared to the past in the

perception of new technologies? If so, why? What are

the grounds for being pessimistic or optimistic about
these changes?

Routine jobs are more at risk of being replaced, but
there are other impacts on the occupational
structure. In some countries (e.g,, UK), the technical
progress ledto the polarisation of the occupational
structure, reducingmanual occupations and expanding
non-routine jobs both at the bottom andat the top of the
occupational distribution. However, most European
countries show a differentpattem, often characterised by
an occupational upgrading process. Therefore, drawing a
univocal relationship between technological development
and its impact on the labourmarket is complicated.

The process of digitalisation has introduced new
infrastructures that are essential to perform
activities in our daily lives (e.g.theintemet). These
essential infrastructures are often owned, controlled and
managed entirely by private corporations. This represents
amajor difference compared to previous waves of
infrastructure development, such as motorways or
railways, in whichthe State led directly (viaownership) or
indirectly (viastrict supervision) its development. This
aspect shouldnotbe overlooked, as the current
infrastructure settings could potentially create
vulnerabilitiesin terms of transparency and data control
and leadto oligopolistic markets. Moreover, thereis a
high heterogeneity inthe degree of pervasiveness of new
technologies across firms whichmay have uneven
effects on the productive structure. Big companies are
the leaders of this change and also those that may
benefit more from technological gains. This trend could
contribute to theriseof a few giant firms at the expense
of smaller firms.

There is mixed evidence regarding the effects of
new technologies on the level of employment. Asit
happened with previous technological waves, it is
possible that new technologies can displace part of the
employment in the short run, but this negative shodcmay
be absorbedin the medium andlong run. Jobs will also
be affectedin qualitative terms, especially regardingthe
possibility of replacingand improving the more
unpleasant ones.

‘If we look at the experience of OE(CD countries, we
see that very little has to do with the emergence of
new technologies and automation; a lot has to do with
fiscal policies and financial crises and, generally
speaking, macro-trends.”

- Anke Hassel

New technologies will not only destroy jobs, but
they will also contribute to their creation, though at
the momentitis not easyto quantify in what proportion.
At the same time, it should alsobe considered that other
factors not relatedto technology are more likely to affect
the level of employment. Macroeconomic shocks, public
policies andfinancial crises historicallyhave had great
impact onoccupations andare likely to continue playing
an important role in determining future employment
trends.

The perception of the risk of being replaced also
changes considerably across individuals and
countries. Sometimes, those groups that aremore at
riskofbeingreplaceddo not attribute this riskto the
emergence of new technologies andtendto focus
instead on factors that donot constitute a threat to their
jobs.

‘In some cases, those who are more in danger of being
displaced by automation tend to blame other factors
that have little role to play, such as immigration.”

- Aina Gallego
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WHAT IS THE ROLE OF INSTITUTIONS?

Sometimes thereis the general perception that
technology is ungovemable. However, a big part of the
literature shows that publicinstitutionshave a largerole
to play, as the effects of technology can differ
considerablyacrossdifferentcountries.

hatrole doinstitutions (national and
W international) have inshaping the creationand
impact of the new technologies? In other words,
is there a univocal outcome that will be the same

everywhere orwe should expect certain differences
acrosscountries?

Although new technologies are pervasive and are
likely to have a big impact in our lives, the
transition can take several years to complete. This
period canallow oursocieties to get equipped with
adequate toolsto face the challenges posedby the
expansion of new technologies. The educational system
will play an important role. (Re)training of the existing
labour force will be essential to grant workers the
necessary skills to adapt to the future job market. Both
firms andstates have an important part to play in this
context.

The institutional setting varies across countries of the
European Union. Itis important to establish common
norms that canhelp to tackle disparities across member
states.

“What is important is not protecting jobs per se, but
protect people that are behind these jobs.”
- Nicole Wu

Sometimes the focus of the discussionis on protecting
the existing jobs from the risk of automation. However,
welfaremeasures should not be restricted to protecting
the existing structure. Policies should consider the
dynamics of transformation of the productive system. It
is therefore relevant to protect those categories and
individuals that are more at riskof being replaced.

At the same time, we should always consider that
the process of transition can take time. Forthis
reason,some of the vulnerable workers (especially
middle-aged ones)will have time to access retirement
before theirjobs disappear, contributing to a smoother
transition towards a different occupationalstructure.
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POLITICS

Speakers: Jonas Pontusson*, Jane
Gingrich*" and Piero Stanig*"

Does Socioeconomic Position Still Drive
Political Outcomes?

technology andsocial class in determining several

aspectsofsocial life.In the last session of the
DIGCLASS kick-off workshop, we discussed to what
extent changingsocialstructures can explain recent
politicaldilemmas, how it affects citizens’ preferences
and coalitions,and the emergence of new socio-
economicdivides. In order to address these matters, we
had three leading academics in the field. Professors
Jonas Pontusson, Jane Gingrich and Piero Stanig
engaged in debates around three specific questions,
namely (1) the political effects of the changingclass
structure, (2) the emergence of populism,and (3) the
politicalconsequences of technological change.

P revious sessions discussed the role of inequality,

HOW HAS THE TRANSFORMATION OF
SOCIAL CLASS CHANGED POLITICS?

While much hasbeen discussed onthe issue of class
votingandit remains a controversial issue amongst
experts, it is undeniable that the industrial class
structure that defined the growth of the welfare

state has radically transformed in the past decades.

impact onthe political configuration of European

societies? Have the preferences or interests of
voters changed with the transformation of class
structures? What new types of dilemmas are parties
currentlyfacingin the face of a changing class structure?

I I ow has thedecline of the industrial classhad an

It is well established that social class continues to shape
attitudes, mobilization, or aspects of policy making. Yet,
the nature of this process, from connecting voters and
their worklives to politics and policy,has changed
dramatically.

“ Jonas Pontussonis professor of Comparative Politics at the
University of Geneva.

“Jane Ginarich is professor of P olitical Economy at the University
of Oxford and a Tutorial Fellow at Magdalen College.

The decline of the industrial class structure evokes two
fundamental shifts that explainthese changes. The first
is the expansion of tertiary education, whichimplies the
growth of the middle classesrelative to the working
class. The second is the shiftin types of tasks and
occupations, whichhave different implications for the
different classes. Inside the working class, industrial
workershave progressively reduced in absolute numbers,
getting replaced by service workers inboth the public and
private sectors. The shrinking of the industrialclass
relative to the service class implies a growlingly
fragmented and less unionized working class. This
presents difficulties for political parties, especially onthe
left,as they need to mobilize a far less cohesive social

group.

The expansion of education and the changing
nature of jobs have transformed social classes and
their political attachment.

Similar compositional changes have also occurred within
the highly educated groups. Whereas before the highly
educatedtendedto bericherandvote mostly for the
politicalright, there hasbeen a progressive divergence of
this logic with the expansion of education. As shown by
H. Kriesi, T. Piketty, P.Rehmand others, we are
witnessinganincreasingbulk of the highly educated that
now opt for forces of the left (the so-called sociocultural
professionals). Part of this effect canbe understood by
the upwardsocial mobility facilitated by the expansion of
education: Sectors of the working class have had access
to education while retaining their working-class
socialization, generating a greater heterogeneity in the
material and othertypes of interests within the highly
educated.

‘Growingly fragmented more complex societies, forces
us to rethink social class.”
- Jane Gingrich

The growing heterogeneity of class structures thus forces
us to rethinksocial class, as well as the underlying
structure of preferences. Although thereis substantial
variation, there are some patterns that can be laid outin
termsof economic and cultural preferences. Forinstance,
the highly educated tend to be more culturally liberal and
favour redistributionin terms of investment (pre-
distribution), while those with lower formal levels of
educationtendto be more culturally conservative and
favour more income redistribution (consumption).

“I'Piero Stanig is associate professor of Political Science in the
Departmentof Social and Political S ciences at Bocconi University.
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This generates new types of dilemmas for political
parties that aimto forge cross-class coalitions. For
instance, social-democratic parties face new difficulties
in bridgingthe appeal to the old industrial working class,
the new service class,andthe socio-cultural
professionals.

CAN THESE CHANGES EXPLAIN THE
EMERGENCE OF POPULISM?

The transformation of the industrial class structure has
had important political implications in terms of policy
preferences, the extent to which class predicts the choice
of various policy packages, and therole of classin
politicalparticipation. One of the most discussed of
theseimplicationsis the so-called "cultural backlash’,
arguedto have givenrise to nationalist, populistand
authoritarian-leaning leaders around the globe in the last
decade. Several cultural, social and economic
explanations have beenadvanced to explain this
phenomenon.

hat explains the rise of nationalist, populist
W and authoritarian-leaningleaders around

the globe inthe lastdecade? To what extent
is growing inequality and the emergence of new types

of socio-economicor identitarian divides to be blamed
for this?

Therehasbeena lot of sterile discussion about whether
the success of populist parties isrootedin cultural or
economic explanations, whenin factithas beenboth
and they are effectively interlinked. The frustrations that
globalizationhas generated for the social groups most
negatively affectedby this process,in absence of
adequate compensation, have become breeding ground
for populist parties. New grievances have emerged asa
result andthese have been channelledin severalways
and throughdifferent discourses, from welfare
chauvinismto nativism.

‘Globalization has generated winners and losers, and
populist parties have been aptly able to capitalize the
frustrations of the losers, who have not necessarily
been compensated adequately.”
- Piero Stanig

There are starkdifferences across regions and countries
associatedto the so-called “cultural-backlash” but also
some similarities. At the micro levelwe know that the
populist voteis linked to manual occupations, mostly

composed of men. Itis alsonot randomly distributed
acrossdifferent types of local labour markets, depending
onhow hardtheyhavebeenhitby globalization. It has
beenshown, forinstance, that those more exposed to
Chinese exports are more likely to vote for such parties.
At the macrolevel, we alsoknow that vote for populist
parties is related to the trajectory of economic
developments such as financial crisis. Therefore,
there seens to be some indication that thereis an
economic rationale to thisbacklash.

However,itis not very straightforward how this alllines
up,as there are several differences across countries and
regions, alsowithregards to the structure of political
conflict. Forinstance, in the US, the success of Trump
was closely related to theracial question, though voters
have not necessarilybecome moreracist over time. Itis
ratherthe shift of the political dimensions, that is, certain
issues that have become more salient, rather thanthe
people themselves, that explains this particular case. In
the case of Brexit, support was stronger in struggling
economicareas,but atthesametimeit wastheolder
population who was better off in these areas whowas
more likelyto support it. In Northem Europe, where the
social security provided by welfare states is extensive,
right-wing populist parties remain quite strong, while in
Southern Europe, where the Great Recession of 2008 hit

particularly hard, we have alsoseenthe emergence of
left populist parties.

Thereare plenty of puzzles that remain unresolved, but
in most cases, we find an interaction between an
economicanda cultural or“status” dimension, where
national identity plays a key role alongside material
grievances and aspirations. Moreover, thereis alsoan
important political dimension that is often overlooked in
the publicdebate. Not feeling well-represented by
current politicians or political parties, trustin
political institutions, or the declining participation
of trade unions, have also been found to be
significant factors in the vote to populist right
parties.
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WHAT ARE THE POLITICAL
CONSEQUENCES OF TECHNOLOGICAL
CHANGE?

In the technology session we discussed the dramatic
effects of technological change. Mark Levels mentioned
that “the fourthindustrial revolution might mimic the first
one” —whichmakes one wonderif we will witness similar
types of political conflict. It was also mentioned by
Nicole Wu that, ultimately, change is extensivein the
long run,but can be very destructivein the short run.

politicalarena? What types of conflicts are likely

to emerge asaresult of the distribution of gains
and losses from technological change (i.e., winners and
losers of technological change)? To what extent can
technological change be used to create a new political
and social consensus to renew the social contract?

I I ow will technological change translate into the

It is important not to think of technology
deteministically, but to understand that politicsis what
ultimately shapes technology. As such, the political
effects of technology are not homogenous, but depend
on the requlatory environment and on the structure of
financial markets. For instance, if we focus on the
technology sectorintheUS. we observe that 1) gains of
technology are extremely geographically concentrated;, 2)
thatthere are a few dominant companies accruingmost
of the market power whichrely onintangible assets
(brands, management approaches, etc.);and 3) that this
is linked to theregulatory govemance of the sector, such
as the nature of patent protections or anti-trust
regulations, whichhave importantspill-over effects in
Europe.

“We ought not to think of technology deterministically:
Technology is plastic.”
— Jonas Pontusson

In the absence of an inclusive regulatory framework that
aims at leaving nobody behind, however, we can expect
accentuated differences between winners and losers
from technological change. One of the main perils is
that the bargaining power of organized labour
declines, thus shifting the balance of power in
favour of employers. Thisis because,on the onehand,
certaintypes of occupations are transformed, and others
become more replaceable, weakening organized labour.
With digitalization, for instance, we see a growing group
of warkers with non-standard working conditions that will
require boldand novel types of social protection. Onthe

otherhand, the fact that power becomes concentratedin
afew dominant companies favourstheuse of
monopsonist practices that can hold downwagesin
these labourmarkets, further weakening the bargaining
poweroflabour.

It is certain that technological transformations will
leave a significant social footprint, but it remains
unclear how it will do so. As societies will gain from
automating unpleasant tasks and productivity gains, the
regulatory framework and speed of the adjustment will
be crucial. Theintensity of the political backlash will
depend onhowthose that become worse off by these
transformations are socially compensated. Ultimately,
the questionis how will oursocieties look like after the
adjustment of automation takes place —willitbe a
societywe wantto livein?
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