E3S Web of Conferences 244, 10001 (2021) https://doi.org/10.1051/e3sconf/202124410001
EMMFT-2020

Study of the development trajectory of the status
indicator in employment in the context of digital
transformation

Elena Avdeeva!, Tatiana Averina'”, and Natalia Butyrina!

'Voronezh State Technical University, Moscow Avenue, 14, Voronezh, 394026, Russia

Abstract. Changes in employment status and rising unemployment are
global and driven by rapid technological progress. The coronavirus
pandemic also played a huge role, increasing the unemployment rate by 2-
4% in different economies. The most declining industries are arts, culture
and recreation; spheres of education, law and social, communal and state
services; trade. Today, the fragmentation of employment up to self-
employment and the spread of various forms of precarious work are clearly
visible, and there is an inverse relationship between the share of self-
employed workers and the GDP of their countries: in 2018, Burundi had the
highest level of self-employment in the world - almost 95%. Arab countries
posted the lowest self-employment rates at 1.7%. The emergence of new
professions and employment profiles opens up a number of opportunities for
the unemployed and the self-employed.

1 Introduction

Technological advances are leading to massive automation and irreversible shifts in the
structure of employment, which pose significant challenges to the labour market and
policymakers in education and employment. Thanks to social, economic and technological
development, new forms of employment are emerging that differ in many respects from
traditional standard or precarious work. Some are transforming the relationship between
employer and employee, some are changing work organization and working hours, and some
are both.

The purpose of the study was to identify the main trends in the status of employment
based on the analysis and interpretation of statistical information from Rosstat, statistics from
international organizations and foreign countries.

2 Materials and Methods

The methodological basis of the study was a system analysis and methods of comparative
analysis, statistical methods, expert assessments, the method of graphic images. A number of
works devoted to the issues of changing the status of employment have been analyzed [1-3].
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Emerging technologies are making it possible to divide the workflow into smaller
operations within global digital manufacturing. The development of the service sector is also
reflected in the growing fragmentation of employment up to self-employment. Work tasks
are already more fragmented; more and more workers perform non-standard operations, both
at the main place of employment, and as an additional part-time job [4]. There are career
differences between the self-employed and the traditionally employed [5]. The concept of
hybrid self-employed has appeared. These authors include individual self-employed persons
with additional income from employment. These, according to the authors of the work, are
self-employed, with the help of employment seeking to increase their income; or employees
who create their own business [6].

By testing the structural model of self-employed individuals' engagement and growth,
and examining the two types of exit intentions, Beitell concluded that work-family conflict
(demand) and work-family synergy (resource) are most closely related to tension and
engagement. Stress was positively associated with both growth and exit intentions, while
engagement was inversely related to exit intentions but positively associated with growth [7].

3 Results

Global unemployment has been roughly stable for the past nine years, but slowing global
economic growth means that as the global workforce grows, not enough new jobs are being
created. In 2020, unemployment was projected to increase by about 2.5 million, but due to
the coronavirus pandemic only in the United States, 10 million people lost their jobs during
the two-week period at the end of March 2020. In September 2020, the national
unemployment rate in the United States was about 12.58 million unemployed. [8]

World Employment and Social Outlook: Trends 2020 (WESO) shows that in addition to
the global unemployment rate of 188 million, 165 million people are underpaid, and 120
million have either given up actively looking for work or do not have access to the labour
market through other reasons. In total, more than 470 million people worldwide are affected
[9]. The labour market situation has become more tense due to the pandemic (table 1).

Table 1. Unemployment rate in the largest economies in the world

Country Unemployment rate at Unemployment rate for
the end of 2019,% the third quarter of
2020,%
Japan 2.4 2.8
India 3.5 5.4
Germany 3.6 4.4
United Kingdom 3.9 4.5
USA 4.1 7.9
China 4.8 3.8
Canada 5.9 10.2
Russia 4.6 6.17
France 8.6 7.1
Italy 10.4 9.7
Brazil 11.6 13.8

https://www.ceicdata.com/en/indicator/japan/unemployment-rate

Low unemployment does not mean that a country's economy is particularly strong. For
example, in Myanmar in 2019, the unemployment rate was only 0.8%, but according to the
World Bank, its GDP per capita was $ 1,408. In 2019, the unemployment rate in Niger was
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0.4%, but its GDP per capita was $ 555, making it the poorest country on the list. Cambodia
employed 99.7% of the workforce in 2019. In 2019, GDP per capita was US $ 1,643, which
is about US $ 4.50 per day [10]. These countries have low unemployment rates, largely
because their economies rely heavily on subsistence agriculture, which is labour intensive
but seasonal. Underemployment is still included in employment indicators [11].

Employment status trends are showing negative dynamics. For example, an analysis of
the state of employment in the Russian economy showed that the number of workers aged 15
and over in May 2020 amounted to 74.5 million people, of which 70.1 million were classified
as employed in economic activity and 4.5 million people - as unemployed, meeting the ILO
criteria, i.e. did not have a job or profitable occupation, were looking for a job and were ready
to start it in the surveyed week (Figure 1). We see the negative consequences of the pandemic
- 2.4 million people were left without work [12]. When looking for a job, 73.6% will turn to
friends and relatives and 53.7% will turn to the media and the Internet.
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Fig. 1. Dynamics of the employed in the Russian economy.
https://rosstat.gov.ru/bgd/free/B04_03/IssWWW.exe/Stg/d05/76.htm

The pandemic has fundamentally changed labour market trends. This was primarily reflected
in a sharp increase in the number of unemployed. Among the Russian unemployed aged 15
and over, the share of women in July 2020 amounted to 47.4%, urban residents - 71.2%,
youth from 15 to 25 years old - 20.5%, persons with no work experience - 21.9%. The
unemployment rate among rural residents (7.9%) exceeds the unemployment rate among
urban residents (5.8%). The male unemployment rate (6.5%) exceeds the female
unemployment rate (6.2%). Also, the unemployment rate in July 2020 compared to the
second quarter of 2020 increased in most age groups [12].

Now let's look at current employment trends: change in the status indicator - self-
employed. Nearly half a billion people work fewer hours of paid hours than they would like
or lack adequate access to paid work, according to a new report by the International Labour
Organization (ILO). In addition, the status of individual unemployment increases the monthly
probability of becoming self-employed, according to Li Yu and Mukoyama T., by about 0.9
percentage points, and this effect is almost constant throughout the business cycle [13]. High
rates of transition to self-employment during recessions will not necessarily lead to economic
recovery and a new boom due to entrepreneurial innovation [14]. Self-employment is also
more risky during a recession because the option to return to paid work in the event of a
business failure is more difficult.



E3S Web of Conferences 244, 10001 (2021) https://doi.org/10.1051/e3sconf/202124410001
EMMFT-2020

The disaggregation of employment information by employment status provides a
statistical basis for describing the behavior and working conditions of workers, as well as for
defining the socioeconomic group of an individual. A high proportion of hired workers in a
country may mean faster economic development. If the proportion of self-employed workers
(self-employed without employees) is significant, this may indicate a large agricultural sector
and low growth in the formal economy [15]. In labour law, a person's employment status
helps define the rights of employees and the responsibilities of their employer.

The statistical concept and methodology used by the ILO is as follows. The employment
status indicator distinguishes between two categories of total employment. These are salaried
(paid workers) and self-employed workers. The self-employed group is broken down into
subcategories: self-employed workers with hired workers (employers), self-employed
workers without hired workers (self-employed workers), members of production
cooperatives, and workers in family businesses (also known as unpaid family workers).
Comparability of data between countries is inconsistent by accounting for differences in data
source, coverage, methodology, and other country-specific factors.

For example, in the Russian economy there are no unequivocal pros and cons of self-
employed or individual entrepreneurs (IE). Self-employment is more suitable for those who
can work independently without hiring employees and have an annual income of up to 2.4
million rubles. So, it is beneficial to be self-employed, for example, builders and loaders.
You do not have to pay regular contributions, as an individual entrepreneur does. The tax is
charged only on actual earnings, that is, when there are no orders, you do not have to pay
anything. In addition, the self-employed regime will be a godsend for those who want to rent
out an apartment. This can be done officially by deducting only 4% or 6%. If you have a
main job, and renting an apartment is an additional income, you can be self-employed and
work under an employment contract. Plus, the employer will pay all the necessary
contributions. Registration of an individual entrepreneur is necessary for those who plan to
hire employees or engage in trade [16].

The current dynamics of self-employment is influenced by global trends towards lower
demand for labour in agriculture and deindustrialization. These processes, as evidenced by
the statistics of the European market [9], lead to an increase in employment in the tertiary
sector, to which today belong from 75 to 85% of the total labour force, while in the middle
of the twentieth century it accounted for only 30 to 45% of the labour force. Research
contextualization involves the recognition of the fact that the development of the service
sector in general and its digitalization in particular contribute to the emergence of the smallest
forms (units) of entrepreneurship with an owner and a single employee in one person [17].
The latter group includes many freelancers - self-employed, not included in official statistics.
The share of individual self-employed in their total number in the EU countries is very large
and in none of them falls below 50% with an average value of 70%.

Analyzing the global state of self-employment, it becomes clear that in fact there is an
inverse correlation between the share of self-employed workers and the GDP of their
countries. According to the International Labour Organization (ILO), in high-income
countries, on average, only 12.4% of workers are self-employed, while in low-income
countries this figure rises to 81.9%. This is an indicator of the prevalence of subsistence
farming and people working without pay for family businesses.

In 2018, Burundi had the highest self-employment rate in the world at almost 95 percent.
Arab countries have posted the lowest self-employment rates. 3.5 percent of workers were
self-paid in the United Arab Emirates in 2018. In Qatar and Kuwait, the numbers were even
lower at 1.7 percent and 0.4 percent, respectively. In Russia, this is also a very low indicator
- 5.9 percent (Table 2, Figure 2) [18].

Table 2 World Development Indicators: Decent Work and Productive Employment
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Country Contributing family Contributing family GDP per employed

workers and workers workers and workers person

with their own with their own

account, men account, women

% of male % of female % growth
employment employment

2000 2018 2000 2018 2000-02 | 2015-18
Afghanistan 90.6 77.1 98.3 90.1 . -1.9
Ethiopia 87.7 83.6 91.9 89.3 1.3 5.0
India 814 74.1 90.5 76.3 1.8 6.0
Cameroon 67.8 65.1 90.5 83.5 0.9 1.0
Bangladesh 62.0 50.6 81.0 67.6 2.2 4.0
China 55.2 42.8 67.5 49.2 8.2 6.6
Azerbaijan 47.8 48.2 65.6 63.3 6.3 -2.0
World 50.3 44.1 55.2 45.5 1.3 2.3
Dominican 45.6 48.0 28.0 28.5 2.1 3.5
Republic
Turkey 34.6 249 57.6 332 0.6 1.4
Greece 333 274 352 23.7 33 -1.2
Argentina 244 22.8 20.6 20.0 -6.1 -2.1
Poland 24.4 18.6 22.3 13.3 3.6 29
Portugal 18.9 14.2 21.0 9.3 -0.1 0.3
Australia 14.9 12.8 9.2 8.1 1.2 0.7
Ukraine 15.6 16.7 20.2 13.0 7.5 34
Canada 11.9 11.9 9.1 9.4 0.6 0.5
Finland 11.5 11.7 6.6 7.4 1.0 1.1
Japan 11.5 8.7 17.1 8.0 1.0 -0.3
Austria 7.8 7.9 9.4 6.9 0.6 1.0
Czech 13.2 16.2 7.7 10.8 1.5 1.5
France 7.8 8.6 6.2 6.2 0.0 1.0
North America 5.4 5.1 43 4.0 1.6 0.8
Belarus 4.9 4.4 2.1 2.2 33 0.7
Russia 10.3 59 9.6 4.8 3.5 1.8
Germany 6.3 6.2 5.2 5.0 0.8 0.9
United Arab
Emirates 1.7 0.7 0.5 23 -5.4 1.5
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Fig. 2. Global trends in self-employment. The share of self-employed workers in 2018,%.
https://www.netigate.net/articles/employee-engagement/tips-for-working-from-home-productively

According to Eurostat's definition, economically dependent self-employed have been defined
as self-employed who have worked in the last 12 months for only one client or for a dominant
client, and this client has defined his working hours.

The largest share of self-employed persons without employees was observed in Slovakia
(12.8%), followed by Cyprus (8.9%). Conversely, the rate of self-employed persons
registered by Greece, Bulgaria, Estonia, Croatia, Latvia, Lithuania, Luxembourg and Malta
was close to zero [18].

Independent self-employed persons mainly worked in the rural, forestry and fishing
sectors, as well as in the wholesale and retail trade (19.2% and 13.9% of the number of
independent self-employed, respectively). On the other hand, dependent self-employed
workers were mainly present in the construction sector and in the health and social work
sectors (16.8% and 11.1% of dependent self-employed, respectively). Professional, scientific
and technical activities include a high proportion of both dependent and independent self-
employed persons: in fact, 9.8% and 13.0% of dependent and independent self-employed,
respectively, worked in this sector of the economy [18]. On the other hand, self-employed
dependents are rarely found in the following four sectors: room and board, finance and
insurance, real estate, and households as employers.

Self-employed persons frequently reported the following occupations: craft and related
trades workers (14.9%), technicians and associates (14.2%), service and trade workers
(13.8%), primary trades (9%). 1 in 2 persons is very satisfied with his current job. They also
reported several reasons for running their own business: a suitable opportunity (22.7%),
continuing a family business (15.8%), regular local practices (14.8%), flexible working hours
(11.2%), no job was found as an employee (10.8%) and at the request of a former employer
(1.9%). In fifteen EU member states, “suitable opportunity” was the most frequently cited
reason for becoming self-employed. The largest share of self-employed people who reported
this reason was observed in Bulgaria (42.1%), followed by Italy (39.0%), Hungary (35.9%)
and Malta (33.3%). Poland is the country where the share of self-employed people who noted
that they are continuing a family business is the highest (26.6%), followed by Slovenia
(25.5%), Austria and Greece (25.3% each). The lack of employment as an employee is also
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a significant reason: 38.3% cited this reason in Romania, 25.3% in Cyprus and 22.7% in
Croatia. A large proportion of the self-employed started their own business, because it was a
common practice in the field: this proportion reached 28.2% in the Czech Republic, 27.6%
in Belgium and 25.8% in Slovakia [19-21].

The orientation towards the self-employed shows that the economically dependent self-
employed especially want to work as employees (32.6%). The corresponding percentage for
the self-employed without hired workers is 17.4%, and for the self-employed with hired
workers - 10.5%. These results indicate that there is a strong relationship between individual
status and willingness to change.

The total number of self-employed, according to the Federal Tax Service of Russia,
reached 1 million Russians in June 2020, and 3.5 thousand people are registered every day.
At the end of 2019, there were 330 thousand such people. 82% of registered self-employed
had no official income from entrepreneurial activity, and 42% of self-employed had no
official income at all in the year before tax registration.

More than 20% of all employed people work in the informal sector, the Federal State
Statistics Service estimated. About 13 million employees are invisible to the tax authorities,
the NKR rating agency calculated at the end of 2019. Some of them are self-employed. The
average age of the self-employed is 30—40 years, with 6,500 (0.6% of the total) under 18
years of age. Mostly self-employed (do not have an employer and employees) drive taxis,
deliver goods, rent apartments, are engaged in tutoring, repair, marketing or offer IT services,
follows from the data of the Federal Tax Service. Young people (up to 30 years old), as a
rule, work in IT, self-employed people aged 40-50 rent out their housing. Entrepreneurs
without hired workers, whose income does not exceed 200 thousand rubles per month (or 2.4
million rubles per year) can become self-employed. Self-employed pay only 4% for services
to individuals and 6% when working with companies instead of the standard income tax (PIT)
of 13%. The self-employed have withdrawn from the shadow more than 130 billion rubles
income and paid 3.5 billion rubles. taxes for the entire period of the experiment since January
2019, the Federal Tax Service (FTS) told RBC. Now a special regime for the self-employed
operates in 79 of 85 Russian regions [16].

Thus, statistics on the magnitude of the pandemic impact are different due to the
difference between the institutional arrangements used in different countries, but the overall
negative trend in employment is obvious.

4 Conclusions

The emergence of new professions and employment profiles opens up a spectrum of
opportunities for the self-employed. The value of the segment of professional services makes
it possible to assess the analysis of the development prospects of such sectors as business
services, education, healthcare and culture. Radical changes in society create conditions for
the emergence of new liberal professions and independent service companies.

The development of digital platforms is helping to reorganize the labour market and
transform employment mechanisms. Employers and workers are increasingly found on the
Internet. In recent years, online recruiting services have emerged that connect job seekers
(including freelancers) with those looking for performers for a wide variety of tasks.
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