FUTURE OF WORK

THE
SALARY
SURGE

Executive summary
A global shortage of highly skilled
employees could dramatically
drive up salaries for the most indemand workers, resulting in an
additional $2.515 trillion or more
in annual labor costs by 2030 for
organizations around the world.
Our new study, The Salary Surge,
finds that the largest economies,
including the United States, China,
and Germany, can expect rapidly
escalating employee costs.
The costs do not end there: World
economies could fail to generate
$8.452 trillion in revenues by
2030 due to talent shortages.
When coupled with higher labor
costs, the combined impact
could jeopardize profitability and
undermine the effectiveness of
business models.

As revealed in our earlier study, The
Global Talent Crunch, demographic
trends, under-skilled workers,
and tightening immigration will
likely result in sizeable future
labor shortages that cannot be
offset even with productivity
gains enabled by technology.
As automation advances, the
gap in higher- and lower-skilled
workers is widening. On one side
is an increasing pool of low-skilled
workers whose jobs are being
threatened by digital advances.
On the other, is an in-demand pool
of highly skilled workers whose
talents are increasingly scarce and
valuable. As a result, salaries paid
to the highest-earning workers will
increase far above that paid to the
rest of the workforce, effectively
creating a two-tier talent system.

Scarcity in abundance
Korn Ferry’s Global Talent Crunch
study, which assessed the talentsupply gap in 20 developed and
developing global economies
across the Americas; Europe, the
Middle East, and Africa (EMEA);
and Asia Pacific, found that most
economies can expect a surplus of
mid- and low-skilled workers. All
but one country—India—can expect
a deficit of highly skilled workers,
resulting in a talent deficit by 2030
of 85.2 million workers across
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these economies—greater than the
current population of Germany.
The Global Talent Crunch revealed
the future of work features an
uneven distribution of talent.
There are plenty of people, but
not enough who will have the
skills organizations need. In this
environment, companies that
focus on upskilling, engaging and
retaining their talent will have a
significant competitive advantage.

Growing in a talent-constrained
environment
The Salary Surge will help leaders
understand how the shortage
of highly skilled workers will
likely cause wage increases, and
how these higher labor costs
could affect their sectors and
the regions where they operate.
The report also suggests some
ways forward for organizations
seeking growth in an increasingly
talent-constrained environment,
including these takeaways:


Organizations cannot
compete for talent on salary
alone, as this incentivizes
in-demand workers chasing
ever-bigger compensation,
contributing to a vicious
cycle of rising labor costs,
which would further pressure
companies’ profit margins.



Filling the gap with freelance
or contingent workers
makes the most sense
where demand is temporary;
however, it is not a sustainable
approach to bridging what
we believe is an endemic
problem of worker shortages.
Companies that thrive in the
future of work will be the
ones that have built skilledtalent pipelines and maintain
long-term relationships with
their people.



Instead of making less-skilled
workers redundant as lowerlevel roles are replaced by

automation, organizations
should develop these
workers to fill more complex
roles. Retraining to improve
employees’ skills will keep
valuable business knowledge
in-house and reduce the need
to source expensive external
talent.


Employees who are adaptable
and willing to learn, with
enough flexibility to handle
a rapidly shifting working
environment and lesshierarchical structures, have
the most potential to succeed.
In sectors and economies
with a surplus of mid-skilled
and low-skilled workers, there
is ample opportunity for
employee development.

The Salary Surge presents
a compelling argument for
employers to put more emphasis
on retraining and reskilling
workers, while also developing
new and more attractive
remuneration solutions that
reward loyalty. To attract and
retain highly valued employees,
this means looking beyond
pay alone to a holistic reward
plan that takes into account
non-salary benefits. As wages
escalate, companies will need to
be creative to offset the salary
surge—and attract and retain the
skilled talent they need.
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About Korn Ferry
Korn Ferry is a global organizational consulting firm. We help companies design their
organization—the structure, the roles, and responsibilities, as well as how they compensate,
develop, and motivate their people. As importantly, we help organizations select and hire the
talent they need to execute their strategy. Our approximately 7,000 colleagues serve clients in
more than 50 countries.
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