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COMMENTARY

Get Ready for the Internet of Goods
Already, e-commerce has been creating more and better jobs than it destroys.
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By Michael Mandel
Oct. 15, 2017 6:16 p.m. ET
Skeptics have blamed technology for just about everything, including economic
inequality. The “winner take all” digital economy has concentrated wealth in relatively
few hands, the explanation goes, leaving the bulk of Americans behind. But this antitech
narrative misses the real story.
For most of the 20th century, industrialization lifted the incomes of ordinary Americans
by shifting them from low-productivity agriculture jobs to higher-productivity
manufacturing work. Today digitization is lifting incomes by creating hundreds of
thousands of new, higher-paid jobs.
Consider e-commerce. Today retail sales workers in most brick-and-mortar stores
perform the same tasks their predecessors did in the 1980s. And their real wages reflect
this lack of change. In 2016 the average nonsupervisory retail worker actually earned
about the same every week as his retail predecessors did in 1987, in inflation-adjusted
2016 dollars.
By contrast, the men and women who go to work each day in e-commerce fulfillment
centers are much better-equipped with information technology—and therefore more
productive and better-paid. Our research shows that fulfillment center weekly wages
are 31% higher on average than brick-and-mortar retail in the same area.
Note that fulfillment centers are not hiring college-educated coders. Instead, these jobs
use a mixture of physical and cognitive skills. Better yet, they pay decent wages, and
require only a high-school education. Jobs like these can close the income gap.
But does e-commerce destroy more jobs than it creates? So far the answer seems to be
no. From the third quarter of 2015 to the third quarter of 2017, brick-and-mortar retail
full-time-equivalent jobs fell by roughly 123,000, or about 1%, according to my think
tank’s analysis of the latest Labor Department data.
Over the same two-year stretch, the e-commerce industry has added some 178,000 jobs
in fulfillment centers and electronic shopping firms. In addition, express delivery
companies and other local couriers boosted their full-time-equivalent workers by
another 58,000.
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Americans spend 1.2 billion hours a week driving to the mall, finding a parking space,
wandering around the aisles, checking out, and driving home. Think of this as unpaid
work. Since 2007, roughly 64 million hours a week of these “unpaid hours” have shifted
to fulfillment center workers, who do the “picking and packing” for customers, and
truck drivers, who do the driving.
What about automation? Aren’t these fulfillment center workers just there until robots
can take over? In the short run, e-commerce employment is likely to keep soaring, as big
brick-and-mortar retailers like Wal-Mart and Target build out their e-commerce
capabilities.
Increased automation of fulfillment centers, if it happens, will bring down the cost of
distribution, which now amounts to 50% or more of the final purchase price of many
consumer goods. That would drive down prices, helping consumers.
More important, the ability to sort and deliver individual items inexpensively will
dramatically change the economics of manufacturing. Until now, it has been far cheaper
to produce, ship and distribute goods in bulk. This is why America is still filled with bigbox stores. But once it becomes possible to sort and deliver individual items cheaply, the
economics of small-batch or custom manufacturing will become more attractive. Since
people want their purchases quickly, these small-batch and custom manufacturers will
be located much closer to the ultimate consumer.
The growth of e-commerce fulfillment centers is like the shift from the original circuitswitched telephone network to the packet-switched internet. The internet requires a lot
more processing power than the telephone network did, but it’s far cheaper and more
flexible. And that’s why so many new applications and services are created every year.
The Internet of Goods—our term for the fast-growing digitization of the production,
sorting and movement of physical products—will be the next major step in the internet’s
evolution.
If e-commerce is any guide, the jobs created for the Internet of Goods will require
workers who have a good mix of physical and cognitive skills, just like the industrial jobs
of the early-20th century. Moreover, they will be more evenly spread around the
country, boosting growth in America’s heartland as well as the coasts.
Not every state or locality will prosper equally. The gains will depend on how well the
local workforce is prepared for tech-enabled physical industries, the availability of
capital for local entrepreneurs, and the regulatory environment. But like its industrial
predecessors, the Internet of Goods should bring a more balanced distribution of
income and opportunities.
Mr. Mandel is chief economic strategist at the Progressive Policy Institute and a senior
fellow at the Mack Institute for Innovation Management at the Wharton School.
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