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Al MAY HAVE MIXED
AND UNEXPECTED
IMPACTS ON PRODUCTIVITY

While Al holds strong productivity prospects, productivity gains might be tempered by uneven
Al adoption, particularly in the trades and among SMEs, by unforeseen costs linked to early
or premature Al adoption, and by concerns about working conditions putting brakes on Al
adoption amid changing work conditions.

TODAY

The productivity benefits of Al are concentrated

in white-collar professions. Since Al tools excel at
tasks such as writing and data retrieval, fields that
involve significant cognitive work are most prone to
see productivity gains! These include white-collar
professions such as customer service and software
development.? 24 Jobs requiring substantial physical
labour, such as the trades have less Al uptake currently
and are unlikely to see significant productivity gains from
Al without further advances in robotics (see insight X on
Robotics) — although Al is able help with tasks such as
managing clients and preparing invoices.®




A measure of economic
productivity, calculated by
dividing gross domestic
product (GDP) by the total
number of hours worked.

Businesses in Canada have been slow to adopt Al. Only 6% of
businesses reported using Al from 2023 to 2024.° Those who do not
use Al said it was not relevant to their operations, too expensive, not
mature enough, or raised concerns about privacy and security.’” Larger
firms are more likely to adopt Al, as such Canada’s relatively slow
adoption of Al may be linked to how SMEs dominate the economy

— employing 64% of private sector workers, compared to just 46% in
the U.S..2 °'° Canadian SMEs often struggle with access to capital and
tend to be less productive and innovative compared to SMEs in other
countries Additionally, as the Bank of Canada states, Canada has a
productivity problem, with no productivity growth in recent years and
the second-lowest labour productivity growth in the G723 4

Al only enhances worker productivity where it is fit for purpose. A v
global survey revealed that almost all C-suite executives expect Al to b
boost productivity, but half of workers say they do not know how to :
achieve the expected productivity gains, and two-fifths believe their
company is asking too much.® This may reflect misunderstanding of
Al’s current capabilities: when workers are asked to use Al for tasks for
which it is ill-equipped, productivity decreases by as much as 20%.*
However, workers that have high Al literacy and feel like they have
agency over the choice to use Al, are more likely to feel positively
about Al in the workplace.”

Workers are anxious about Al automation and unions are pushing back.
A survey of workers in 18 countries found that 41% expect Al to replace
some or most of their job functions® In the U.S., 65% of workers fear Al
will replace their job and 72% fear it will negatively impact their pay.?°
Labour unions across the world are acting in response. For instance,
the Writers Guild of America secured an agreement that its members
would still receive full credit and compensation if generative Al is
used.?' Unions in Spain and Italy have forced food-delivery platforms
to disclose information about how they are using Al in management.??
The International Longshoremen’s Association has won protections
against employers implementing equipment that is “devoid of human
interaction”.?®



FUTURES

Al adoption might boost productivity and solve labour
shortages but create new challenges for workers. Integrating
Al into the workplace could increase productivity in sectors with
shortages of skilled labour, such as healthcare, manufacturing,
and logistics.?* 2° However, it could also increase pressure on
workers to learn how to integrate Al and cope with its errors and
limitations.2® For some workers, Al may automate more basic and
routine tasks, leaving them with more cognitively demanding
and stimulating tasks. For others, Al may automate the cognitive
work, leaving the worker with routine and oversight tasks.

As Al handles more cognitive work, employees may lose the
opportunity to practice skills such as critical thinking, potentially
reducing the quality of human oversight.?” Less intellectually
stimulating work may also reduce job satisfaction.?® Workers
may also find they need to work longer hours to meet unrealistic
employer expectations of output.?®

Businesses that rush to adopt Al could face increased costs

if systems do not work as advertised. The potential benefits

of adopting Al could offer businesses a significant first-mover
advantage. However, Al systems can look more impressive
under ideal test conditions than in the real world, where the
need for human oversight to identify biases and errors may
reduce their efficiency.>®* Companies that adopt Al systems that
are not yet fit for purpose may struggle with employee retention
as they lead to low morale and high rates of burnout.®' Mistakes
caused by subpar Al systems expose companies to unexpected
costs and lawsuits. Companies that are more careful and
strategic in incorporating Al into their business may be better
able to take advantage of productivity gains as the reliability and
accuracy of Al systems improve (see insight x on Al reliability
and transparency).



Al rollout may be hampered by social backlash and liability
concerns. While Al can offer improvements to workflows

for businesses and workers across many sectors, public- or
customer-facing Al may be unpopular. For example, Al customer
service agents may struggle to handle more complex problems
and lack flexibility to bend the rules to build goodwill with a
customer. Consumers could prefer to spend with businesses that
do not use Al, whether due to a lack of trust in Al (see insight

X on Al and trust), in solidarity with workers, or simply out of
preference for dealing with a human.*? As legal frameworks
evolve, businesses may be hesitant to take on the liability risks
if customer-facing Al systems behave in unexpected ways (see
insight X on Al and harms).

Al could reshape Canada’s economy in ways that are hard to
predict. As SMEs struggle to access the capital and technical
expertise to adopt Al, they could stagnate and be outcompeted
by larger corporations. This may accelerate the concentration
and consolidation of the Canadian economy. On the other
hand, Al could remove costs and barriers, making it easier for
entrepreneurs to start new businesses and take them to scale.
In some cases, Al may enable business to scale their operations
without necessarily growing their workforce. This could lead to
jobless growth, where GDP increases despite fewer jobs.



’ Continued productivity declines could lead to
decreased tax revenues, stagnant wages, and
poorer standards of living.

’ Workers may have to engage in perpetual

upskilling and learning to keep up with rapidly
evolving Al systems and innovations.

> New education markets in Al adoption and
implementation may emerge.

> Up-to-date Al skills may be valuable in the
labour market.

’ Critical thinking and analytical skills may be

even more highly desired by employers.

> These skills are important for effectively
overseeing Al but may be harder to
cultivate as Al takes over creative and
higher-order thinking.

® Al adoption could limit human-to-human

interaction and increase social isolation in the
workplace.

’ Effective Al adoption could spur investment in

productive capital if it can create higher returns
than non-productive asset classes, such as real
estate.

’ Canadian businesses may be highly dependent

on foreign companies that provide Al tools and
platforms that are central to their operations.

’ Economies of scale in adopting Al could

centralize power in a smaller number of dominant
firms, reducing the diversity of Canada’s
business landscape.

> Conversely, Al could drive a wave of
entrepreneurialism and enable more self-
employment.

’ Fears around job security could drive

unionisation and increase labour advocacy.

> Businesses unable to automate may be
outcompeted by foreign or non-unionized
competitors.

A faster pace of work and other causes of
Al-driven burnout in the workplace may make
traditional work structures unsustainable.

> Firms that employ humans to do only
menial oversight tasks may struggle more
with burnout, employee turnover, and low
engagement.

> Firms that can strike the balance between
employee security and Al automation
could be highly desirable employers.

Al automation may have uneven gender impacts,
depending on whether progress is quicker in
automating technical fields that are dominated

by men, or administrative fields dominated by
women, such as human resources.

> Care work, which has traditionally been
dominated by women, may be less prone
to automation and could see an influx
of men.
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