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Abstract

The rapid spread of information technologies and other phenomena in the new econ-
omy causes significant changes in the social and employment spheres. The objective is 
mainly to analyze and systematize the peculiarities of labor and payment for it in the 
new economy. In this paper, the analytical grouping method for characterizing salary 
functions, as well as changes in the social and labor sphere that take place in the new 
economy, correlation-regression analysis to determine the relationship between aver-
age income and factors affecting its level are used. The results of the paper show three 
important findings. Firstly, the gradual changes in the content of labor and forms of 
its organization that happen in modern conditions under the influence of dissemi-
nation of information and communication technologies require new approaches to 
income adjustment, management of employment of the population, development of 
professional education system. Secondly, the authors also found that the fair employee 
compensation, ensuring productive employment in modern conditions, is a challenge 
not only of the national, but also of international scale. Thirdly, the prospective direc-
tions of reducing inequality and social tension in society are the guarantee of the basic 
unconditional income, progressive tax on all types of income, reduction of the length 
of working time while maintaining payments and improving productivity. In addition 
to avoiding social dangers, it would be a proactive progressive function of expanding 
human development opportunities.
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INTRODUCTION

The rapid dissemination of information technologies and other phe-
nomena in the new economy causes significant changes in the social 
and employment spheres. The noted events are primarily related to 
the changes in the content of work and forms of its organization, the 
emergence of new professions, in particular in the IT field, extensive 
development of high-technology sectors of the economy, the expan-
sion of opportunities for the formation and use of human capital, an 
increase in the options of human choice, and the emergence of new 
risks. Gradual changes in the content of work and its organization 
forms also result in the transformation of the integrity and functions 
of remuneration. New criteria for assessing the personal labor input 
of employees lead to changes in compensation, forming different, 
rather diversified sources of income. A modern employee with the 
help of information and communication technologies can simultane-
ously participate in many projects. In the new economy, the diversity 
and flexibility of the employment conditions increase, an employee 
can enter into individual contracts. Furthermore, in the new condi-
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tions, the employee has the highest degree of freedom and independence, professional networks of 
specialists and freelancers are becoming widespread, and the decentralization of business processes 
and management increases. However, changes in the social and employment sector, inherent in a new 
economy, can also result in a decrease of employment stability, less social guarantees for employees, an 
increase in the inequality of compensations and incomes in general.

During the 20th century, work from hard duty to satisfy the needs of survival gradually turned into a 
way of development and self-actualization. It happened for the following reasons: the majority of the 
population was engaged in hired labor; work and profession became the axis of human existence, de-
termining the position in a society, income, lifestyle, social circle, etc.; the changes lead to the forma-
tion of a special employment democracy, employment values; people started to view employment as a 
source of property and well-being, it became the centre of economic progress.

At the same time, tireless work and its ever-increasing productivity leads to a steady decline in demand 
for human resources. Fewer people can produce more and more goods and services (just in the past 
150 years, labor productivity has grown more than 50 times). Due to the automation of production 
and the development of robotics, deserted manufacturing sites are no longer surprising. According 
to forecasts, in the next decades, there will be an ongoing decline in manufacturing employment and 
it will approach the mark of 2-3% (Frey & Osborne, 2013). The emergence of each new, more efficient 
workplace destroys dozens and hundreds of old ones. Therefore, modern economic growth, based on 
scientific and technological progress, is “growth without jobs”.

The future labor market will be characterized by such features as the development of information tech-
nology, cross-functionality, universality and mobility of employees, minimization of staffing, and the 
headcount reduction. Competitiveness in the labor market of the future will mean uniqueness, the 
customer’s (employer’s or directly consumer’s) demand for a particular employee.

No country is yet ready for the changes that await us. Inequality in access to resources (including work) 
leads to social instability, and the lack of consumers in the consumer economy leads to economic 
instability.

Therefore, many questions arise, and socio-economic science should look for the answers to them. 
What is the purpose of new technologies? What are they striving for? What is the aim of a machine 
or artificial intelligence that can perform 60-70-80% of our work? Should people compete even harder 
in the labor market, work more for less? Should the income itself remain linked to employment, and 
should the availability of work continue to be the only way to generate income, while jobs will become 
completely unavailable for many people? If machines perform more and more work and do not get 
money for it, how is this money distributed? What does social justice mean under such conditions and 
how is it possible to achieve it?

In this article, we will investigate one thing among these pressing issues: how, according to which prin-
ciples, basing on which system should employee compensation be organized and, more broadly, how 
the income of the population should be organized in the new economy, in the newest labor market? 
How do the compensation functions transform with such radical changes in the social and employ-
ment relations that accompany a new economy?

The overall objective of the paper is to analyze and systematize the peculiarities of labor and pay-
ment for it in the new economy, to investigate the gradual transformation of its functions, to iden-
tify the trends in changes of incomes of the population under the inf luence of the computerization 
of human life, and to substantiate the directions of agents’ adaptation to these changes at different 
levels.
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1. LITERATURE REVIEW

The review of scientific literature revealed the ac-
tive interest of researchers in the issues of transfor-
mation of income and wages in the transition to a 
new economy. Close to these problems are con-
sidered in the works of such scientists: Antoniuk 
(2016), Armstrong and Brown (2006), Dumanska 
(2015), Kolot and Herasymenko (2017), Milkovich 
and Newman (2010), Bilan, Mishchuk, and Dzhyhar 
(2017), Tsimbaliuk (2018), Henderson (2005) and 
others.

Mishchuk and Dzhyhar (2017) studied the intercon-
nection between remuneration and human capital 
determinants basing on fuzzy logic method that 
shall be utilized in defining their effect upon the 
interest on human capital use (wages). The authors 
defined the determinants impossible to describe by 
way of quantitative indicators, i.e. gender, education 
level, experience. Such approach as ranked evalua-
tions or investment cost indicators in the formation 
of certain human capital constituents, the use of the 
offered methodology for studying the link between 
human capital factors and remuneration allows us-
ing real characteristics of the human capital of em-
ployees. The close link between wages and human 
capital reproduction processes is also indicated by 
other authors: Bechtel (2007), Jeremic, Slovic, and 
Radojicic (2012), Martins and Lopes (2016), etc. The 
issue of fair wages is also relevant and directly related 
to wage functions (Кim et al., 2019).

Considering the crisis phenomena in the economy of 
Ukraine, in the field of remuneration, Ukrainian au-
thors, first of all, pay attention to the fact that under 
current conditions, the salary does not fulfil its func-
tions, does not form an effective demand for goods 
and services, does not ensure social justice. 

The rapid and multi-vector processes taking place 
in the social and employment sphere in the new 
economy were investigated in the papers by Bell 
(1973), Wallerstein (2004), Castel (2002), Kolot and 
Kravchuk (2015), Liashenko and Vyshnevskyi (2018) 
and others. 

Regarding to the transition to a new economy, our 
society faces with different aspects of digital tech-
nologies implementation. The seriousness of these 
issues shows the eight editions of “The 2017 State 

New Economy Index: Benchmarking Economic 
Transformation in the States” that were published 
in 1999, 2002, 2007, 2008, 2010, 2012, 2014 and 2017. 
The newest edition was developed by Atkinson and 
Wu (2017). The interconnection between changes in 
labor sphere and digital transformation describes 
blocks of new indicators: knowledge jobs (indica-
tors assess the employment of IT specialists outside 
the IT sphere; jobs held by managers, experts, and 
technicians; the education of labor force; immigra-
tion of knowledge workers; migration of domestic 
knowledge workers; worker productivity in the in-
dustrial sector; and employment in high-wage trad-
ed services), innovation capacity (indicators evaluate 
the number of jobs in high-tech industries such as 
electronics production, telecommunications, and 
biomedical industries; the number of scientists and 
engineers in the labor force).

Various aspects of the work and payment in the dig-
ital economy are presented in a study by Valenduc 
and Vendramin (2016). The authors studied the 
various aspects of absolutely new features found in 
the digital economy model; major cases of techno-
logical shift observable in the working environment; 
new forms of work in the digital economy; distance 
and employment relationships; problems entailed 
in regulating a labor world shortage of its custom-
ary structures. Fuchs and Fisher (2015) explore dig-
ital labor theory of value, proposing theoretical and 
empirical study that contributes to our understand-
ing of Marx’s labor theory of value. The peculiarities 
of labor in the new economy are also presented in 
studies by Huws (2016), Meil (2015) and also in re-
ports of the World Economic Forum (2016, 2018). 
In the Future of Jobs Report 2018, the authors high-
light four drivers of change: omnipresent high-speed 
mobile internet, artificial intelligence, far-reaching 
adoption of big data analytics, and cloud technol-
ogy that are set to dominate the period 2018–2022 
as drivers positively affecting business growth. The 
spread of information technologies leads to changes 
of the employment types: about 50% of companies 
expect that automation will lead to some shortage in 
their full-time labor force by 2022, based on the job 
profiles of their personnel base today.

Yet, the above-mentioned fundamental theoretical 
issues of remuneration and ensuring productive em-
ployment for the general population in a new econo-
my require an in-depth study.
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2. METHODOLOGY

In order to achieve the objective, the authors used 
common scientific and special research tech-
niques, in particular: analysis and synthesis, sys-
tematization and generalization, analytical group-
ing method for characterizing salary functions, as 
well as changes in the social and labor sphere that 
take place in the new economy, correlation-re-
gression analysis to determine the relationship 
between average income and factors affecting its 
level.

The research is based on the supposition that in 
the digital economy, the rate of total incomes of 
workers is much less dependent on the amount of 
time spent at the main place of work than in the 

“traditional” economy. To do this, we have con-
ducted a study on the interconnection between 
the average income and the factors affecting it in 
individual EU member states and Ukraine.

Nowadays, with the development and spread of 
information and communication technologies, 
gig employment is becoming increasingly wide-
spread. The spread of online gig work – paid 
work allocated and performed by way of internet 
platforms without an explicit or implicit con-
tract for continuing employment – is seen as a 
relatively widespread phenomenon among eco-
nomic development specialists, and the world’s 
largest global development network is promot-
ing its potential to foster human development 
(United Nations Development Programme, 
2015). At their core, online gig work platforms 
act as a matchmaking service. They coordinate 
buyers and sellers of short-term contract work, 
regulating the personalized, short-term rela-
tionship between buyers and sellers in a simi-
lar manner to traditional labor intermediaries. 

“Online gig work” itself refers to casual work 
that is performed and delivered via internet 
platforms. In this environment, workers under-
take a number of more or less concurrent tasks 
rather than having one job role. For example, a 
job on an internet gig work platform could ex-
ist in the form of a temporary graphic design 
project, which itself might refer to an array of 
Photoshop tasks. These tasks could be any num-
ber of various things, including more routine 
tasks such as data entry (Graham et al., 2017).

Significant shifts in the world labor market and 
the spread of gig employment is also evidenced by 
the dynamics of the Online Labour Index (Kassi & 
Lehdonvirta, 2016). Online Labour Index assesses 
the usage of online labor across countries and oc-
cupations by tracking the number of projects and 
tasks placed on internet gig platforms in near-real 
time. 

As of December 2018 compared to December 2016, 
Online Labour Index increased by 19.6 percentage 
points, in some periods, it was 139.8 (May 2017). It 
should be noted that the index is standardized so 
that 100 index points on the y-axis show the every-
day average number of new projects in May 2016 
(iLabour Project, 2018). This indicates significant 
changes in the global labor market that must be 
considered now.

Based on the current realities of the “digital world” 
and the trends in the further expansion of digital 
employment as the main factors that affect the lev-
el of incomes of a modern worker, we determine: 
the number of hours worked in full-time employ-
ment in a week, average length of training, social 
transfers. The study uses an array of data on the 
dynamics of these indicators in individual EU 
member states (Eurostat, 2018) and similar data for 
Ukraine (State Statistics Service of Ukraine, 2018). 
We carried out an assessment of the relationship 
between average income and the factors affecting 
it in separate EU member states and Ukraine in 
the statistical analysis system Statistica 10.

3. PRESENTATION  

OF THE MAIN MATERIAL

3.1. Features of employment  
and organization of employee 
compensation in traditional  
and new economy

In traditional economy and economic science, 
wages and salaries are regarded as the income de-
rived from human labor, which a hired employee 
receives because of implementing his/her work 
ability, and which should ensure the objectively 
necessary reproduction of the workforce. For the 
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enterprise, they are an element of the cost of pro-
duction included in the cost of products, works 
(services), and, at the same time, the main factor 
in ensuring the material interest of employees in 
achieving the final labor results.

While investigating labor remuneration in the new 
conditions of information society, we need to dis-
tinguish between the peculiarities of employment 
and the organization of employee compensation 
in traditional and new economies (see Table 1).

Table 1. Features of employment and 

organization of employee compensation  
in traditional and new economy

Source: Developed by the authors.

Feature
Traditional 
economy New economy

Nature of labor

Routine work 
with a small 
share of creative 
components

Creative, innovative work

Productive 
labor power

It is determined 
by equipment 
capacity

It is determined primarily 
by the development and 
application of information 
and communication 
technologies

Organization of 
work

Prevalence of 
occupations 
requiring direct 
presence in the 
workplace

Spread of jobs with 
flexible hours and 
distance employment

Learning 
and working 
opportunities

They are limited by 
local educational 
institutions and 
employers

The opportunities to 
study and work remotely 
through the Internet are 
extremely wide

Labor values of 
employees

Stable employment, 
permanent 
employment, 
compensation 
growth with long 
service benefits

Innovative content and 
the nature of work, 
encouraging ingenuity, 
creativity and uniqueness

Rewards 
program

They are 
standard for most 
employees

They are personalised, 
flexible, aimed at 
attracting, motivating and 
developing talents

Frequency of 
remuneration 
(benefits) 
review

As a rule, once a 
year

Depending on the results 
of a particular project

Dynamic changes in the social and employment 
sphere outline new requirements for employees, in 
particular the need to adapt quickly to the con-
ditions of changing environment, to study con-
stantly. Training becomes a kind of lifestyle for 
an ever-increasing number of employees. In the 

near future, due to an ever-increasing growth in 
the flexibility of the labor market, the notion of 
traditional, standard employment will disappear. 
This also applies to the flexibility of working time, 
flexibility of salaries and wages, and processes for 
the formation of total labor income.

3.2. Salary and wage functions  
in traditional and new economy

At the same time, we cannot argue that, in modern 
conditions, there are revolutionary changes in the 
social and employment sphere. These, albeit very 
deep transformations that take place are, rather, 
evolutionary, as they are a natural consequence 
of social development – technological, economic, 
social progress, which has acquired special, inher-
ent features with the advent of computer and the 
development of global internet. Brintseva (2016) 
states that each of the economies – pre-industri-
al, industrial, post-industrial, new – faced the ap-
pearance and then gradual spread and change of 
new types of labor: from physical to creative one, 
therefore, processes of transformation of human 
capital took place simultaneously (p. 48).

Considering the transformation of the classical func-
tions of salaries and wages in the context of the tran-
sition to a new economy, it is necessary to distinguish 
the following distinctive features (see Table 2).

In the new economy, the reproductive function 
of wages/salaries is decreasing to a certain extent, 
since the provision of employees and their fami-
ly members with the necessary vital goods takes 
place from many sources of income, and does not 
directly depend on compensation received at one 
permanent workplace (as for the absolute major-
ity of the population in the industrial economy). 
Given the volatile nature of employment, employ-
ee participation in many projects at the same time 
and the spread of distance employment, the work 
according to temporary employment contracts is 
becoming widespread. State regulation of income 
in the new economy becomes much more complex, 
it becomes internationally important and should 
be carried out at the world labor market with the 
active participation of leading international organ-
izations and facilitate the provision of minimum 
social standards for the whole population (regard-
less of participation in the employment market).



23

Problems and Perspectives in Management, Volume 17, Issue 2, 2019

http://dx.doi.org/10.21511/ppm.17(2).2019.02

The introduction of unconditional basic income 
that has already begun in many countries around 
the world partly helps to implement the repro-
ductive function of wages/salary, the problem of 
ensuring social stability and equity through pro-
viding livelihoods for the general population, ex-
panding opportunities for self-realization and the 
most productive use of labor potential.

For the first time, in 1795, Thomas Paine de-
veloped the idea of universal (or unconditional) 
basic income. He proposed paying all British 

21-year-olds a £15 grant and £10 per annum to 
those over 50. Marutyan (2017) states that Paine 
believed such an approach to be a fair way of 
combating poverty and inequality of income. 
Nevertheless, the implementation of the concept 
of unconditional basic income (also known as 
guaranteed minimum income) took place much 
later. One of the first experiments was con-
ducted in the US and Canada in 1970s–1980s. 
Therefore, in the USA in the 1970s–1980s, there 
were four experiments, lasting from 3 to 5 years. 
Unconditional basic income was $1,000-2,000 

Table 2. Salary and wage functions in traditional and new economy

Source: Compiled by the authors.

Functions Traditional economy New economy

Reproductive 
function

The function lies in providing workers and 
members of their families with the necessary 
vital goods for the restoration of labor force, for 
the reproduction of generations. This function is 
closely linked to the peculiarities of state wage/
salary regulation, with the establishment of 
such minimum national living wage that would 
ensure the reproduction of the workforce.

Due to the temporary nature of employment, the 
participation of the employee in many projects and the 
spread of non-typical employment, the reproductive function 
of wages and salaries diminishes to some extent. Providing 
workers with life benefits comes from many sources of 
income, and it doesn’t depend on the level of compensation 
in one workplace. State regulation of wages and salaries in the 
new economy is transformed into state regulation of incomes 
in general and the prevention of poverty.

Stimulating function

This function lies in establishing the dependence 
between the size of the salary/wage with the 
quantity and quality of labor of a particular 
employee, his/her labor contribution to the 
results of the company. This dependence should 
be of such scale as to encourage continuous 
improvement of the results of the work.

Stimulating function of wages/salaries gradually becomes a 
stimulating function of employment in general. In case of non-
standard employment, only the actual result is determined 
by the level of income. Wages/salaries lose their role as the 
most important stimulus of labor. Labor values also undergo 
significant transformations. The determinants are the 
content of work, its innovation, the creativity of tasks, the 
harmonization of work and personal life.

Regulatory or 
resource allocation 
function

This function lies in optimizing the allocation 
of labor force by region, branch, enterprise, 
taking into account the market situation. Higher 
salaries at more cost-effective workplaces 
stimulate workers to leave inefficient jobs.

Optimization of the placement of employees takes place 
remotely in the global information space. Ensuring productive 
employment is becoming global. Even with regard to those 
works that employees do not currently perform remotely, this 
function is expanding to an international level and becomes a 
major factor in labor migration.

Social function

The social significance of this function is to 
ensure social justice, firstly, in the distribution 
of income between hired employees and 
employers, and, secondly, in the distribution 
between hired employees themselves according 
to the results of labor input.

In the new economy, social functions are performed not by 
wages/salaries, but by the basic unconditional income, the 
availability of vocational education and the opportunity to 
attract start-up capital.
Social justice is determined by the distribution of goods 
created by works and other technical means of production.

Optimizing function

Wages/salaries as a component of production 
costs are a factor in motivating an entrepreneur 
to rationally use labor, constantly increase its 
productivity by improving material, technical, 
economic, and socio-economic issues.

The optimizing function lies at the heart of the entire 
remuneration process in the new economy, because 
technological development, the introduction of digital 
technologies ensures almost limitless opportunities for 
increasing productivity and reducing working time in favour 
of flexible schedule. Flexible productive employment 
opportunities, their optimization in the global space are 
important driving forces of human development.

Formation of effective 
demand of the 
population

Its purpose is to reconcile effective demand, 
on the one hand, and the production of 
consumer goods, on the other hand. Since 
effective demand is formed under the influence 
of two main factors – needs and income of 
the population, then with the help of wages/
salaries, the proportions between the supply 
and demand are established.

This function remains very important for maintaining the 
economic system in a market format. However, it goes beyond 
compensation, extends to the entire system of regulation and 
redistribution of income through social transfers and taxes. In 
order to preserve the incentives for economic development 
and society, a small share of people should not concentrate 
the majority of income. Moreover, the development itself 
should be considered, first of all, in the non-economic sense, 
and the whole system of valuables should change.
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per month. In Canada, in the mid-1970s, there 
also was one experiment that lasted 5 years. In 
this case, the unconditional basic income was 
$16,989 per year for one person ($24,027 per 
year for a couple). Nowadays, the implementa-
tion of this concept is most intense in the EU 
countries – Italy, Finland, the Netherlands, but 
covers a small proportion of citizens of these 
countries. At this stage, the main goal is to de-
termine how the unconditional basic income 
affects the lives of people in the study group: 
do their opportunities to receive education in-
crease (and have they taken advantage of them), 
have they opened their own business or changed 
their work to the one that brings them more 
pleasure? It is obvious that in case of spending 
these funds for entertainment, bad habits, etc., 
the experiment will not be considered success-
ful, since unconditional basic income should 
contribute to the expansion of human devel-
opment opportunities, it should give a person 
an opportunity to be a decent human being, to 
move from existence to life by overcoming the 
poor living conditions and nutrition.

In addition to the introduction of basic uncon-
ditional income in its various interpretations, 
there are other successful practices of ensuring 
social stability and reducing inequality. An in-
teresting model is Norway, which implements 
the concept of responsible use of natural re-
sources – gas and oil, which have been found 
and started to be mined relatively recently in 
the 1970s. An important decision for future 
generations of Norwegians was to send all rev-
enues from the extraction of gas and oil into a 
special fund, which, in the future, when the nat-
ural resources are exhausted, should ensure sta-
ble revenue to the state budget.

Belkova (2016) states that the fund was estab-
lished in 1990 with the purpose of improv-
ing the economy and avoiding dependence on 
changes in energy prices. Nowadays, Norway 
spends no more than 4% of the total fund on 
domestic needs.

The United Arab Emirates is also an example of 
the use of natural wealth for the benefit of the 
people. This policy most accurately ref lects the 
words of Sheikh Zayed who was the first presi-

dent of the UAE: “If Allah the Almighty has fa-
voured us with wealth, our first commitment is 
to seek Allah’s satisfaction and to express our 
gratitude to Him by utilizing this wealth to 
make this country better and to bring goodness 
to its people. The most precious wealth of the 
country is its people, whom we must take care 
of well. There is no use for money without men”. 
In UAE, a foreign investor does not pay taxes; 
instead, s/he gives 51% of his business to a lo-
cal citizen. The authorities give the investor a 
candidate for the business partner according to 
the list. All local Arabs, and there are approxi-
mately 1 million of them out of 9 million Arab 
residents of the Emirates, each year receive the 
so-called oil percentage. Pidluzhna (2018) un-
derlines that Sheikh Zayed once said that oil 
was not found under his feet, but on the ground 
where his people live, so every local resident has 
the right to it.

The stimulating function of wages/salaries in 
the new economy is also undergoing signifi-
cant changes. On the one hand, if employees 
work in different project teams, only the actual 
result determines the level of their income. On 
the other hand, employee compensation is not 
the only, or even the most important, labor in-
centive. New generations of workers have oth-
er labor values. For them, the determinative is 
the content of work, its innovative nature, and 
the creativity of the tasks to be solved. Thus, for 
generation Z, work is not a goal of life, but just 
one of many its aspects. Therefore, the possible 
balance between work and personal life, f lexible 
schedule is a very important aspect of working 
life for modern employees. Generation Z is inte-
grated into the digital environment, it is a part 
of it. Work in the digital economy, the transfer 
of the work in the online environment contrib-
utes to the integration of work in the life of a 
modern person. And this fact, of course, also 
contributes to the further digitalization of the 
economy.

The regulatory function of wages/salary is real-
ized in a different way with the help of modern 
information and communication technologies 
and activation of labor migration. Optimization 
of the placement of employees takes place in 
the global information space and changing the 
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place of work does not necessarily mean chang-
ing the place of actual residence. Growth in pro-
ductivity already has a global nature and can be 
considered as a socio-economic phenomenon of 
world dimension. With regard to those works 
that employees do not currently perform re-
motely (medical, cosmetic services, education, 
day care, etc.), this function is expanding to an 
international level and becomes a major factor 
in labor migration.

It is worth noting that according to the UN, we 
witness the world’s largest population move-
ments across the international borders over the 
past 70 years. In 2000–2016, the number of in-
ternational migrants has increased by 49% and 
there are approximately 258 million people. The 
benefits of migration far outweigh its costs, but 
in the public consciousness, the negative per-
ception of migrants prevails, which often affects 
the policies pursued by the states. According to 
UN News (2017), in 2017, the volume of transfers 
sent by migrants to their homeland amounted 
to 429 billion dollars.

Thus, the regulatory function of remuneration 
under current conditions also plays the role of 
regulating (increasing) the incomes of poorer 
countries.

Changes in the implementation of the social 
function of wages/salary are primarily due to 
the fact that in order to create an ever-increas-
ing share of production in the new economy, no 
expensive means of production concentrated 
with a limited number of owners are needed. 
The products acquire a non-tangible form; the 
distribution channels are global. Not only ac-
cess to means of production, but also the pres-
ence of unique knowledge, skills and ability to 
implement them, determine the level of income 
of employees, their labor contribution to the 
process of production of information products 
and services.

In addition, it should be emphasized that in the 
new economy, social functions are performed 
not by wages/salaries, but by the basic uncon-
ditional income, the availability of vocational 
education and the opportunity to attract start-
up capital as the main social elevators. In the 

robotized, informative new economy, social jus-
tice has to be spoken of in terms of how goods 
that are created by works and other technical 
means of production will be distributed.

Artificial intelligence is gradually replacing 
workers who are engaged in non-highly intellec-
tual work. This is primarily a feature of the bank-
ing sector, trade, administrative services, etc.

The optimizing function is the basis of the en-
tire remuneration process in the new economy, 
because globalization, rapid technological de-
velopment, the introduction of digital technol-
ogies in all spheres of life open virtually lim-
itless opportunities for increasing productivity, 
cheapening and increasing production. At the 
same time, a responsible approach to employ-
ment regulation offers broad opportunities for 
shortening working hours and more useful, ef-
ficient spending of free time in favor of human 
development.

If we consider the digitalization process from 
the point of view of dividing the economy in-
to three sectors (primary sector – agriculture 
and mining, secondary one – industrial pro-
duction, and tertiary one – services), then the 
fundamental distinction is not so much an in-
crease in the share of the tertiary sector or the 
emergence and expansion of a new one (digital 
economy), but a radical transformation of all 
three existing sectors. Given the current tech-
nological opportunities and trends in their de-
velopment, the classical division between these 
sectors may totally disappear. For instance, it is 
now technologically possible to remotely man-
age agricultural land, harvest, produce indus-
trial products, carry out medical operations and 
provide various services in the smart mode (on-
line). Consequently, according to Liashenko and 
Vyshnevskyi (2018), there is a digitalization of 
not separate sectors of the economy, but the en-
tire economic system (pp. 8-9). In this context, 
the gradual reduction of human participation 
in the production process, reducing the number 
of jobs is an important challenge for the world 
community. The right response to these chal-
lenges should be to reduce working hours and 
increase the time to study, improve health and 
spiritual development in people’s lives.
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However, we should note that the process of 
transition to a new economy in Ukraine is not 
only gradual, but also very uneven. For some 
types of economic activity, it takes place more 
rapidly and progressively (IT sphere, consult-
ing, etc.); these processes are dynamic in inter-
national companies that promote the dissemi-
nation of progressive business solutions, infor-
mation and communication technologies in the 
domestic economic space. Modern employees in 
Ukraine face with many challenges in an unsta-
ble social, economic and political environment. 
Therefore, expanding opportunities for produc-
tive employment and competitive labor remu-
neration are important vectors that can really 
be a driving force behind positive change and 
contribute to expanding human development 
opportunities for the general population.

In the new economy, the function of forming an 
effective population’s demand requires special 
attention. If robotization results are concentrat-
ed in small population strata, then with the de-
crease in aggregate demand, the incentives for 
the development of the economy as a whole will 
be undermined. Introduction of unconditional 
income is the easiest way to keep effective de-
mand of the population in the absence of jobs 
due to robotizing. However, we should also seek 
for other means of reducing social inequality, 
including those that are already widespread in 
developing countries. First and the foremost, 
this is a progressive tax on all types of income, 
which is a clear and steady human responsibil-
ity, and which is not tied to official work and 

“transparent” salary (as it is now in Ukraine). It 
is also important to calculate a progressive tax 
basing on the size of the family and income per 
family member. With a real shortage of jobs, it is 
worth looking at the length of the working week, 
because it is much safer for a society to have a 
population who is busy on a shorter working 
day than having the crowds of the unemployed. 
Apart from that, by increasing productivity in 
shorter working hours, the owner can produce 
more benefits than before, and without reduc-
ing the compensation of hired employees.

In order to maintain effective demand as the 
basis of the economy, management at all lev-
els should gradually move away from so-called 

‘economocentric’ viewpoint, focused exclusively 
on the accumulation of as much material wealth 
as possible, and the receipt of excess profits. The 
world, for the sake of self-preservation, has to 
turn to other, non-economic, benchmarks of 
progress.

The fact that the processes of globalization are 
gradually taking place is evidenced by the re-
sults of an international study “Human Capital 
Trends 2018” conducted by Deloitte (2018). Thus, 
society increasingly expects business to fulfil 
the principle of social responsibility and par-
ticipation in solving important social issues. It 
is this principle that should become the basis for 
the company’s image and mission. 77% of the 
interviewed respondents called social respon-
sibility an important or very important busi-
ness component. According to the Millennial 
Survey 2017 conducted by Deloitte (2017), 76% 
of respondents believe that business is a force 
that can positively affect the society. Despite 
the connection between the social impact and 
financial performance of the company, only 
18% of respondents regard social responsibility 
as the main priority of the corporate strategy. 
34% of companies do not have enough social 
program or such program lack financing, and 
22% do not pay attention to it at all.

3.3. Transformation trends  
in the field of income and 
salary in the transition to a new 
economy in the EU member 
states and Ukraine

In order to identify and assess the transformation 
trends in the field of incomes and employee com-
pensation in the transition to a new economy, we 
examined the interconnections and dynamics of 
the average income and the main factors influenc-
ing it (working time, average duration of training 
and social transfers) in the EU member states and 
in Ukraine.

The distribution of annual income in the Eurozone 
is rather uneven so the income in the “richest” 
and “poorest” countries can vary 10-20 times. In 
Ukraine, we determined this indicator, taking in-
to account the average annual euro rate for the 



27

Problems and Perspectives in Management, Volume 17, Issue 2, 2019

http://dx.doi.org/10.21511/ppm.17(2).2019.02

relevant year; the rapid drop in the course of the 
national currency in crisis years had a negative ef-
fect on the dynamics of average annual incomes 
(see Table 3).

The variation in the hours worked per week of full-
time employment is significantly lower than among 
EU member states, but its dynamics in 2008–2016 
indicates a gradual decrease in the number of 
hours worked against the rising incomes. The av-
erage length of training varies considerably more: 

from 10.9 years in Italy to 19.0 years in Iceland in 
2016. Social transfers have a significant place in the 
structure of incomes in Ukraine (more than 1/3 
of aggregate income), which significantly differ-
entiates the country from the EU member states, 
where this indicator in 2008–2016 was in the range 
from 0.3% to 31.4% (and with an average of 12.9%). 
We determined the strength of a relationship be-
tween the average income and the factors affecting 
it in the EU and Ukraine on the basis of a correla-
tion-regression analysis (see Table 4).

Table 3. Dynamics of average income in EU member states and Ukraine in 2008–2016, Euro per year

Source: Calculated and formulated by the authors basing on Eurostat (2018), State Statistics Service of Ukraine (2018), National Bank of Ukraine (2018). 

Country
Year

2008 2009 2010 2011 2012 2013 2014 2015 2016

Belgium 17,985 19,313 19,464 20,008 20,280 21,483 21,705 21,654 22,295

Bulgaria 2,171 2,828 3,017 2,914 2,860 2,924 3,311 3,332 3,151

Czech Republic 6,068 7,295 7,058 7,451 7,791 7,694 7,622 7,423 7,838

Denmark 24,161 25,029 25,668 26,944 27,184 27,444 27,861 28,364 28,665

Germany 18,309 18,586 18,797 19,043 19,595 19,582 19,733 20,668 21,275

Estonia 5,547 6,209 5,727 5,598 5,987 6,579 7,217 7,889 8,645

Ireland 22,995 22,445 20,512 19,726 19,748 19,856 20,169 21,688 22,407

Greece 10,800 11,496 11,963 10,985 9,513 8,371 7,680 7,520 7,500

Spain 13,966 14,795 14,605 13,929 13,868 13,524 13,269 13,352 13,681

France 18,899 19,644 19,960 19,995 20,603 20,924 21,199 21,415 21,713

Croatia – – 5,810 5,579 5,377 5,078 5,225 5,453 5,726

Italy 15,640 15,605 15,964 15,971 15,979 15,733 15,759 15,846 16,247

Cyprus 16,024 16,451 16,180 16,990 16,927 15,873 14,400 13,793 14,020

Latvia 4,740 5,355 4,488 4,195 4,450 4,666 5,203 5,828 6,365

Lithuania 4,111 4,715 4,030 3,857 4,337 4,698 4,823 5,180 5,645

Luxembourg 30,917 31,764 32,333 32,538 32,779 33,301 34,320 35,270 33,818

Hungary 4,400 4,739 4,241 4,493 4,696 4,449 4,512 4,556 4,768

Malta 10,009 10,503 10,435 10,862 11,449 12,093 12,787 13,493 13,572

The Netherlands 19,522 20,156 20,292 20,310 20,562 20,839 20,891 21,292 22,733

Austria 19,413 20,469 21,058 21,463 21,807 22,073 23,211 23,260 23,694

Poland 4,155 5,097 4,405 5,025 5,060 5,164 5,336 5,556 5,884

Portugal 8,143 8,282 8,678 8,410 8,323 8,177 8,229 8,435 8,782

Romania 1,952 2,172 2,036 2,091 2,049 2,016 2,155 2,315 2,448

Slovenia 10,893 11,864 11,736 11,999 12,122 11,852 11,909 12,332 12,327

Slovakia 4,792 5,671 6,117 6,306 6,927 6,737 6,809 6,930 6,951

Finland 19,794 20,962 21,349 21,826 22,699 23,272 23,702 23,763 23,650

Sweden 20,217 20,477 18,897 21,584 23,852 25,401 25,838 25,306 25,164

UK 18,923 16,262 17,106 17,136 19,166 18,694 20,528 21,028 21,136

Iceland 32,206 22,362 18,320 18,973 19,361 21,234 22,487 24,554 28,379

Norway 31,798 33,737 32,399 36,453 40,106 42,909 43,775 41,483 39,573

Switzerland 26,987 28,958 30,666 33,936 39,407 40,791 38,162 39,586 44,253

Turkey 2,903 3,049 2,754 3,326 3,222 3,438 3,497 3,386 –

Ukraine 2,374 1,797 2,284 2,474 3,123 3,217 2,134 1,675 1,651
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Table 4. Relationship between average income 
and the factors affecting it in individual EU 
member states and Ukraine

Source: Calculated by the authors according to the data in Eurostat (2018), 
State Statistics Service of Ukraine (2017, 2018), United Nations Development 

Programme (2018), National Bank of Ukraine (2018). 

Country

Hours worked 
per week 

of full-time 
employment

Average 

length of 
training

Social 
transfers

Belgium 0.804**** 0.948***** 0.888****
Bulgaria –0.762**** 0.817**** 0.608***
Czech Republic –0.775**** –0.814**** 0.561***
Denmark 0.134* –0.050* –0.370**
Germany –0.808**** 0.868**** 0.594***
Estonia –0.807**** 0.588*** –0.538***
Ireland 0.100* –0.664*** –0.589***
Greece –0.876**** –0.824**** –0.654***
Spain 0.421** –0.782**** –0.722****
France –0.806**** 0.965***** 0.849****
Croatia 0.383** –0.455** –0.075*
Italy –0.407*** 0.392** 0.612***
Cyprus –0.511*** –0.537*** –0.555***
Latvia –0.068* –0.253* –0.195*
Lithuania –0.261* 0.733**** –0.783****
Luxembourg 0.623*** 0.718**** 0.681****
Hungary 0.017* –0.040* –0.253*
Malta 0.258* 0.191* 0.498**
The 
Netherlands 0.205* 0.637*** 0.536***

Austria –0.984***** 0.925***** 0.922*****
Portugal –0.280* 0.115* 0.279*
Romania –0.652*** –0.370** 0.599***
Slovenia –0.919***** 0.287* 0.759****
Slovakia 0.458* 0.661*** 0.759****
Finland –0.856**** 0.463** 0.869****

Country

Hours worked 
per week 

of full-time 
employment

Average 

length of 
training

Social 
transfers

Sweden –0.826**** 0.326** 0.857****
UK 0.500*** 0.341* 0.618***
Iceland 0.907***** –0.190* –0.480**
Norway –0.384** 0.746**** 0.804****
Switzerland 0.426** 0.935***** 0.955*****
Turkey –0.804**** 0.856**** 0.172*
Poland –0.747**** 0.808**** 0.895****
Ukraine 0.000* 0.000* 0.963*****

Notes: Relationship strength according to the correlation 
coefficient * – weak (0.10 – 0.29), ** – moderate (0.30 – 0.49), 

*** – significant (0.50 – 0.69), **** – strong (0.70 – 0.89), 
***** – very strong (0.90 – 0.99). “+” – the relationship is 
direct, “–” – the relationship is inverse.

The results of the conducted analysis are the most 
important part, they indicate that under present 
conditions, the cumulative income does not depend 
on the time spent at the primary place of employ-
ment. Wages, salaries and traditional employment 
gradually lose their fundamental importance in the 
life of a modern person in the era of digital technol-
ogy. The income sources are gradually being diver-
sified. The paper revealed a rather interesting trend: 
the increase in the length of training in the system 
of classical formal education no longer guaran-
tees high incomes throughout life (in some coun-
tries within the study, the relationship between the 
length of training and income is even inverse). We 
observed the strongest impact of social transfers on 
incomes of the population in Ukraine, Switzerland, 
Austria, Belgium, Finland and France.

CONCLUSION

In the paper, we obtained empirical results that confirm the abovementioned theoretical hypotheses 
about the dynamic changes in the social and employment sphere and society in general; and the world 
community as a whole, the public administration of each individual country and every real or poten-
tial employee in particular have to prepare for it carefully. The changes in the social and employment 
sphere, associated with the spread of processes and phenomena, briefly summarized by the phrase “new 
economy”, require an in-depth research from the side of science, as well as increased attention from the 
managers at all levels – from personal to global one.

The social and employment sphere undergo the following major changes:

• rapid growth of productivity;

• rapid change in the labor market demand with its general decline;

• change in the forms and systems of labor organization towards increasing flexibility and instability;
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• corresponding change in the main functions and forms of remuneration towards individualization, 
contract basis, dependence on the outcome;

• transformation of the value system of modern employees and the loss of salary’s positions as the 
foremost motivator of hired employment; 

• differentiation of the income system, increasing the role of social transfers in the absence of jobs;

• changing requirements for vocational education in terms of its specialisation, intensification, acces-
sibility and mobility as the main social elevator in an era of change;

• further globalization and increasingly active redistribution of all resources around the world, in-
cluding intellectual human capital.

Such radical transformations affect the lives of each person, opening up new opportunities and, at the 
same time, putting forward new threats. The global community as a whole, every single society, state, 
enterprise, every person must prepare themselves for such changes, because they simply cannot avoid 
them.

The study revealed a significant transformation of all wage functions in the transition to a new economy.

The reproductive function of wages diminishes to some extent, since wages cease to be the only source 
of income for most people through the introduction of unconditional basic income and other means of 
reducing inequality. Income regulation should be carried out with the active participation of interna-
tional organizations and promote the provision of social standards for the general population.

The stimulating function of wages in the new economy turns into a stimulating function of employment 
in general. Labor values are transformed substantially. The determinants are the content of work, its 
innovation, the creativity of tasks, the harmonization of work and personal life, and wages lose the role 
of the most important stimulus of labor.

The regulating function of wages is differently realized in the new economy. The placement of workers 
is regulated in the international space by means of distance employment and migration, and this be-
comes the basis of global growth of labor productivity, increase of incomes of the population of poorer 
countries.

Social functions in the new economy are performed not by wages, but by the basic unconditional in-
come, the availability of vocational education, the opportunity to attract start-up capital, and therefore 
the social function of wages is weakened.

The optimization function is fundamental in the wage process in the new economy, which opens up 
many options for improving productivity and increasing production. Optimization also manifests itself 
in reducing the number of jobs. The response to this should be to reduce working hours and increase 
the time for human development.

Formation of solvent demand of the population in the new economy is a special challenge, the answer to 
which should be the introduction of unconditional income and progressive tax on all types of income 
(in terms of income per member of the family) as a steady responsibility of human.

In such conditions, fair employee compensation and ensuring productive employment is a challenge not 
only of the national, but also of international scale. Prospective directions of reducing inequality and 
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social tension in society is the guarantee of the unconditional basic income, progressive tax on all types 
of income, reduction of the length of working time while maintaining payments and improving produc-
tivity. In addition to avoiding social dangers, it would be a proactive progressive function of expanding 
human development opportunities.
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