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The Talent Crunch and
What It Means for Youth

“Historically, ever more sophisticated technology has created more
demand for highly skilled workers than it has consumed. This trend is
likely to continue. But the talent shortfalls that nations and companies
are experiencing are not part of a short-term economic shift. They’re a
structural change. Companies need workers with creativity, emotional
intelligence, diplomacy, and negotiation skills to navigate the new world
of work.”
Alan Guarino, Vice Chairman, CEO and Board Services, Korn Ferry

Yet, 50% of the world’s population are youth and 90%
of these future leaders of our world live in developing
countries. Additionally, 1 in 5 young people around the
world are not in education, employment, or training
(NEET) and more than 75% of the young people not in
education or work are women.
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Furthermore, the quality of primary and tertiary
education across the world vary with some countries
requiring their youth to be in education for 8 years while
others average at 20.
On one hand, youth in developing economies are more
optimistic about their future than those in developed
economies. In fact, youth surveyed in all of the 25
countries covered in the index said they were optimistic
about their economic prospects, positive about their
ability to cope with different challenges, and confident
in their own political knowledge being developed and
valued.
On the other hand, many developing countries excel in
early stage entrepreneurship lead by ambitious youth
who are not only optimistic but also willing to brave risks
and become entrepreneurs. Across all youth surveyed
in the Global Youth Index, 78% agreed that taking risk
for the right reasons is acceptable, and 68% agreed that
they would someday like to start their own business.
Regardless of where youth are however, one key
challenge remains important throughout all countries
assessed, employment. 8 of the 25 countries studied in
the index exhibit 20% or more of their youth who are not

Introduction
The new age of cooperation, dubbed Globalization
‘4.0’ is fast approaching and in preparation for its
debut, countries, companies, NGOs, and people are
constantly racing to be first movers. This race occurs
in a world constantly shifting in light of the 4th
industrial revolution where advances to technology and
innovation are changing life in a way never experienced
before, where developing economies are facing multiple
challenges to leap ahead in the race and contend with
developed economies on an equal footing.
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in education, employment or training. Furthermore,
less than 50% of the countries developed programs
to encourage work-based learning. The employment
challenge is further exacerbated by the ever
changing effect of technology on the future of
work and topics such as productivity, innovation,
and prosperity. Additionally, there are fears that
technological change will undermine future job
prospects and render skills obsolete.
In this white paper, Korn Ferry and Misk Global Forum
collaborated on the main challenges of employment
faced globally,the Talent Crunch, and shed light on
the impact of its consequences globally, by sector
and by region, and on youth. Then we will explore the
attitudes of corporate leaders towards the crisis and
their opinion when it comes to perceiving technology
or talent as the chief value generator. At that point,
the paper will talk about what this crisis means
specifically for Saudi Arabia which is our main focus
given its current transformation phase and finally it
will disclose the possible root causes of this issue and
the importance of cracking the talent crunch through
some sustainable initiatives that can be implemented
to mitigate the risks before time runs out.

Thus, the reality of attaining the benefits of
‘Globalization 4.0’ for majority of youth remains
distant and its economic opportunities are becoming
ambiguous. This is especially true, as the growing
global debate about preparing youth for the future of
work does not yet appear to have translated into the
necessary changes in education.
In fact, The Global Youth Index, a study sponsored by
Misk Global Forum, covers 25 countries and surveys
25,000 youth found that only half of respondents
indicated they had worked with others on a group
project in their secondary school or had given an
oral presentation to their class. While only one-third
said they had led others on a project or engaged in
a discussion with people with whom they disagreed
with on a topic.

The Talent Crunch
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Talent Crunch:
The issue of this age

It is yet to be realized that the issue of this
age is bigger than we think. Who will drive
business strategies, help businesses thrive
and grow the GDP of nations if there is no
supply of skilled workers?

Figure 1: Three Skill Levels Examined

The findings mainly estimate the massive effect of
this talent crisis in terms of missing out on key value
creation and levels of productivity despite the biggest
technological advancements that proved insufficient
to face the talent shortage mainly due to mismatch
between those rapid AI & tech advancements and the
existing skills of workers needed to leverage these
tools. The impact of the talent crunch should be the
concern of all governments, organizations, institutions,
and investors worldwide because there will be serious
imbalances represented by lack of growth, limited
investment, salaries’ inflation and high unemployment
rates. Also, if you think that this talent crunch will only
impact developing economies, think again. In fact,
as per the Organization for Economic Cooperation and
Development (OECD’s) first adult skills survey, the US
and the UK are amongst the world’s weakest when it
comes to literacy and numeracy skills.

In this white paper, Korn Ferry and Misk Global Forum
collaborated to the main findings of the Talent Crunch
and shed light on the impact of its consequences
globally, by sector and by region, and on youth.
Then we will explore the attitudes of corporate leaders
towards the crisis and their opinion when it comes
to perceiving technology or talent as the chief value
generator. At that point, the paper will talk
about what this crisis means specifically for Saudi
Arabia which is our main focus given its current
transformation phase and finally it will disclose the
possible root causes of this issue and the importance of
cracking the talent crunch through some sustainable
initiatives that can be implemented to mitigate the
risks before time runs out.

The real issue here is a skills mismatch:
Workers are existing but it is their skills
that are questionable when it comes to the
needs of the future of work. This is especially
exacerbated by the fact that countries are not
adequately preparing their youth for this
increasingly changing future. Developing
economies, desperately needing any
competitive advantage to catch up to
developed countries, are the most affected
by it. In fact, developing economies face
exponentially increasing youth populations.
As it currently stands, youth represent 50% of
the world’s population and about 90% of
youth globally live in developing countries,
and 1 in 5 young people around the
world are not in education, employment
or training.not in education, employment or
training.

United Nations (UN), World Population Prospects, 2017.
International Labour Organization (ILO), Global
Employment Trends for Youth 2017.
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Global Impact
There is some key data that needs
to be remembered when talking
about the global impact of the
talent crunch: 2030, 85.2 million
and $8.452 trillion; By 2030, there
will be a deficit of 85.2 million
workers and this will result in
$8.452 trillion in unrealized annual
revenue.
The shortfall of Level A global skills could be
equivalent to 21% of the highly skilled
workforce of the 20 economies studied which is
highly significant. Also, the power of some
of the major economies will be put in question:
Will London remain the global financial
services center? Will the United States remain
a technology leader? And will China still
be referred to as a critical manufacturing
base?
The only country that will not be
impacted is India with a forecasted labor
surplus of 245.3 million workers by 2030 and
this is mainly due to the big supply --- and
the efforts that the government is putting
into enhancing the population’s skills &
competencies. If the other 19 countries want
to follow, their government will need to step
in and invest in their workforce. Otherwise,
the headquarters of big organizations may
be found in a position where they need to
relocate to other countries where there are
enough skilled workers. Figure 1 shows how the
situation will only worsen from 2020 to 2030.

The Talent Crunch
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Sector Impact

Financial & Business Services

Technology, Media and Telecommunications (TMT)

By 2030, the Korn Ferry study forecasts
that the Financial & Business services
sector will suffer from a labor skills
shortage of 10.7 million workers and
miss out on $1.313 trillion of revenues.

By 2030, the Technology, Media and Telecommunications sector will experience
a labour skills shortage of 4.3 million workers and unrealized revenues of $449.70 billion. This deficit is problematic in such a sector that is currently booming with a supposedly promised growth in companies such as Apple, Google and Amazon

This sector is the most important from a contribution
to the GDP perspective as it is a key growth driver
in all economies studied, for example in the United
Arab Emirates, the financial services contribute to
23% of the economy. The downside is that amongst
the 3 sectors studied, this sector will be the most
severely impacted by the global talent crisis.

By 2020, most of the 20 economies studied will
experience Level A labor shortage expect China,
Malaysia, Mexico, Russia and the UK that are expected to
have enough talent to grow their TMT sector. However,
by 2030, all countries with the exception of India will be
impacted by the Talent Crunch. America, the “Global Tech
Center” growth will stall and miss out on $162.25 billion
due to skills deficits. Will it still be the undisputed leader
in tech? Other than the United States, the Korn Ferry
study forecasts enormous negative impact on China,
Japan and the UK’s TMT sector. For example, China
will lose out on $44.45 billion of revenues that can be
generated in its tech sector. Also, the shortfall of Level A
workers in Japan will reach 500,000 by 2030.

The talent crunch will have a massive effect on the
major financial centers: United States, China, the
UK, Germany and France. They could fail to make
$870.47 billion by 2030 and the European financial
centers may find difficulty in keeping their crucial
global position because of the skills shortage. Also,
the financial sector in the US is estimated to suffer
the most with a shortfall of $435.69 billion which is
equivalent to 1.5% of the US economy. Japan which
is a major financial center as well, will suffer from
$113.62 billion in unrealized revenues in 2030.
The study forecasted that India will be the only
country with a surplus of 1.1 million workers in the
financial & business services sector and the latter
has the potential of boosting the India’s position in
this sector above the current key financial markets.
As Michael Franzino, President, Global Financial
Services, Korn Ferry put it: “Financial leaders

need to act now or they will forfeit a
substantial growth opportunity.”

The Talent Crunch

India, on another hand, will be able to grow in the
technology sector thanks to a surplus of Level A labor
that is forecasted to reach 1.3 million workers by 2030
and for that, why not call it “The Silicon Valley of India”,
the next tech leader! It is important to realize that the
impact of the talent crunch is so significant that even the
continued predominance of sector powerhouses is in
question.

It is true that the Tech sector is the future and is
expected to be the biggest growth driver by 2030 in
all markets, however, there is a prevalent issue that
cannot be overlooked which is the lack of essential
tech skills in the market that are needed to keep
up with customer demands and technological
transformations. “The United States is so far failing to
equip the next generation with the new skills that are
needed to fill large numbers of high-tech roles,” says
Werner Penk, president, Global Technology Market,
Korn Ferry. Therefore, organizations will face not only
one but double challenges when looking for talent in
the tech sector and governments & organizations
need to act fast.

By 2020, most of the 20 economies
studied will experience Level A labor
shortage expect China, Malaysia,
Mexico, Russia and the UK that are
expected to have enough talent to
grow their TMT sector.

The Talent Crunch
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Regional Impact
Manufacturing

The Americas

By 2030, the manufacturing sector will suffer from a labor shortage of 7.9 million
workers which, if put into perspective, is equal to 39 times the number of Ford
employees globally. It will also lose out on an output of $607.14 billion. Forming over
a third of China’s economy, and despite the speedy changes that the world is seeing,
manufacturing remains a sector of high importance as it is essential to drive other
sectors.
In contrast to the previous analysis, China and Russia
will experience a surplus of highly-skilled workers in
the manufacturing sector by 2020. This is predicted to
strengthen their position as manufacturing nations.
In contrast, Japan, a top manufacturing economy, will
be hit hard by the talent crunch and is forecasted to
lose out on $194.61 billion of unrealized revenues
due to a severe Level A and B skills shortage. This will
be further exacerbated by the low birth rate coupled
with restricted immigration in Japan do not help
with this crisis.

Hence the question becomes: will Japan be able to
maintain its competitive position as a top manufacturing
economy by 2030? Germany, also a leading
manufacturing center, will also suffer tremendously
with unrealized revenues that may reach $77.93
billion. Furthermore, it is worth mentioning the
countries which manufacturing sector will be hit the
hardest are Hong Kong & Singapore.

The talent crunch will hit both
developed and developing
countries in America with a labor
shortage of 23.9 million and
unrealized revenues of $2.307
trillion by 2030.
The United States’ aging
population makes it harder to
defeat the talent crisis that may
result in shocking $1.748 trillion of
unrealized revenues, equivalent to
6% of its economy. Brazil will also
be hit hard especially that it will
experience not only Level A but
also Level B & C shortages reaching
15.8 million labor deficits by
2030. Although better than other
countries studied, Mexico will also
be following the path of stalling
growth starting 2025 and will miss
out on $65.16 billion revenues due
to Level A skilled workers shortage.

Europe, Middle East &
Africa (EMEA)
The Korn Ferry study forecasts
that by 2030, EMEA will witness
a Level A labour skills shortage
of 14.3 million and unrealized
revenues of $1.906 trillion. On
the bright side, the countries
in EMEA are forecasted to have
a surplus of Level C labour
which sets the ideal case
for development and skills
enhancement.

The Talent Crunch

Taking a closer look at the impact
of the talent crunch on Europe,
the study forecasts labour skills
shortages in the financial and
business services sectors which
growth will be limited as long as
the talent crunch is not cracked.
Germany will have a shortage of
4.9 million workers by 2030 and
the UK’s financial sector will also
be in a critical situation with an
unrealized revenue of $90 billion
and a severe deficit of Level A & B
labor skills by 2030. Fortunately,
the British government has
foreseen this and has taken
counteractive measures such
as dedicating a budget for skills
development. France will also
lose out on $214.56 billion due
to Level A shortages, resulting in
lost opportunities to attract global
headquarters to move from
London after the possible Brexit.
In the same vein, and by 2030,
the UAE will lose out on $50.55
billion of revenue and Saudi Arabia
will suffer from $206.77 billion of
unrealized output. The figures are
massive, but the UAE government
is implementing initiatives such as
a new visa entry system with the
aim of keeping highly competent
professionals interested in working
in the country.

Asia Pacific
Asia Pacific will have to deal
with a labour skills shortage of
47 million and an unrealized
revenue of $4.238 trillion - the
largest as a percentage of the
overall Asia Pacific economy
according to Korn Ferry.
China and Japan will suffer from an
unrealized output of $1.434 trillion
and $1.387 trillion respectively due
to talent shortages in the financial
services
and manufacturing respectively.
In addition to having high current
unemployment rates, Indonesia
will also experience the biggest
deficit in terms of number of Level
A, B and C workers, estimated to
reach almost 18 million by 2030.
Hong Kong and Singapore’s
financial centers will be similarly
hit by the talent crunch with a
shortage equivalent to 80% and
61% respectively of their sector
workforces.
In contrast, India will be the
only country with an expected
surplus of working-age talent by
2030, supported by government
initiatives that aim to boost their
skills.

The Talent Crunch
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The Talent Shift &
the State of Youth Upskilling Globally

Misk Global Forum has undertaken the development of the Global
Youth Index (GYI) in 2018 which assess 25 countries around the world
and surveyed 25,000 youth on their preparedness to transition to the
knowledge economy. One of the five domains of the Index centers
around the education and skills. More specifically it assesses each of
the 25 countries on compulsory education, higher education, and 21st
century skills.

Overall, Sweden, Australia, UK, China, and
Canada are the top five countries in the
study for youth preparedness and youth’s
outlook for the future. The GYI finds that
Youth survey respondents are broadly
optimistic about education and their
economic future. They generally express
confidence in their ability to have an
impact both on their own situation and
on the problems of the world. They are
also notably more optimistic in emerging
markets than in advancedeconomies.
In all countries, a majority of youth
demonstrated a positive attitude toward
their future economic prospects, based on
their views of whether the economy
would improve and whether they would be
better off than their parents. Interestingly,
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more than two-thirds of youth surveyed
said they thought that new technologies,
such as automation and artificial
intelligence (AI), presented more of an
opportunity than a threat to their society.
In almost all countries, more than threequarters in every country expressed
positive attitudes to lifelong learning
and viewed education as essential for
success. Overall, across the 25 countries
covered, 82% were positive about lifelong
education, and 79% said education is
necessary for success.

The general trend is that youth perceptions of economic opportunity are more positive in emerging markets
than in advanced economies. The five most optimistic youth populations were in Nigeria, India, China,
Pakistan and Mexico, based on questions about the individuals themselves, their country as a whole, and
whether they would be better off than their parents. Denmark is the only Western country to make it into
the top ten. This is likely to reflect the fact that the youth in countries that industrialized and developed
earlier are less likely to envisage themselves as having a much better standard of living than their parents,
in contrast to their counterparts in high-growth emerging markets. Japanese, French, Italian, Russian and
British youth were in the bottom five in terms of youth economic optimism, even though Japan has the
lowest unemployment and NEET (not in education, employment or training) rates.
Despite the overwhelming optimism however, the Index points to significant challenges, especially for
emerging markets. Measures such as unemployment, infrastructure, economic growth and gender inequality
still reveal a large gap between the wealthy and less wealthy countries. This has significant implications
for inequality of opportunity among youth from different countries around the world— although
youth may have some control over their attitudes and education, they cannot choose their country’s economic
environment. There are also significant differences in the quality and duration of education. Australian
youth can expect to spend 20 years in education, compared with just eight years in Pakistan. Such
challenges have direct implications on developing countries preparedness to the knowledge economy in
light of the impending “Talent Crunch.” As a result, it behooves governments and decision makers to view
the gap in youth upskilling as a high priority and current issue.

The Talent Crunch
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What do global
corporate leaders
think?
The numbers we saw above demonstrate the
severity of the talent crunch that is going to hit
organizations worldwide and it is important to
know how the concerned leaders perceive this
shortage of skills. Are they aware of it? Are
they doing anything about it?

To further understand the attitude of leaders,
Korn Ferry carried out a study entitled “The
Talent Shift” in which they interviewed 1,550
leaders from the largest companies within the
3 key industries: financial and business services,
technology, media and telecommunications
(TMT), and manufacturing across 19 economies.
The results of the study mainly show that most
leaders are not aware of the upcoming talent
crisis and what is more dangerous than that, is
that they are not well equipped to deal with it in
2030.

While 84% of corporate leaders
trust that they will indeed need
more competent workers in
the future, half of them fail to
understand that there will be a
talent deficit and a third believe
that this crisis will not impact their
growth potential in the market,
believing that the technology will
be their chief value generator. The
challenge is that they see the
talent crunch as a transient phase
in the economic cycle while it is
a rather permanent change. This
misguided perception might result
in preventing leaders from treating
talent as a top priority, resulting in
reduced competitiveness in future
markets.
While the “Talent Shift” suggests
that 8 out of 10 leaders understand
the importance of enhancing
skills to face future demands, very
few are taking action to navigate
the disruptions caused by such
demands.

The Talent Crunch
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By 2020, most of the 20 economies
studied will experience Level A labour
shortage expect China, Malaysia,
Mexico, Russia and the UK that are
expected to have enough talent to
grow their TMT sector.

The Talent Crunch
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Figure 2: Expectation vs. Reality

Expectations vs. Reality
The mismatch between expectations and reality is evident. 86% of leaders
worldwide believe they will increase their revenue by 2020, and 64% believe their
talent headcount will increase by more than 20% in 2025. Furthermore, 95% of
those leaders are still confident they can fulfill talent needs in the future. Is it
because they do not think it is their problem to think about?

Taking a country-by country view of leaders’
perspectives and their awareness of this issue, we
notice that 86% of leaders in the United States are
indeed aware of the future shortage on the loom,
especially when it comes to highly skilled talent.
And while 73% of them believe in the importance of
redeploying their workforce, only 36% of them believe
in the present capabilities of their talent and their
potential to be retrained to meet future demands.
In Germany, 78% of leaders believe there will be a
talent deficit by 2030, while there is overconfidence in
the UK reflected in 72% of leaders thinking there will
be a talent surplus by 2030.

The Talent Crunch

China’s leaders are also overly optimistic as only
35% trust that by 2030, there will be a talent crisis.
While China can expect a surplus in the short term, the
deficit of talent will reach 6.7 million workers in 2030.
On the bright side, Hong Kong’s successful leaders are
starting to realize the problem’s massive impact on
their economy and they have started to put in place
upskilling plans and new talent strategies.
While few leaders are aware of the talent deficit, are
they taking it seriously enough to plan for it? According
to the Korn Ferry Talent Crunch study, while 84%
of leaders mention having a talent shortage, only
9% of them have plans that go as far as 2030. And
although 8 of 10 leaders believe in the importance of
redeploying their workforce, re-skilling programs are
both underutilized and underdeveloped, a worrying
reflection of leaders’ lack of confidence in their
people’s potential to fullfil future roles.
The Talent Crunch
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People Strategy vs. Technology

58% of leaders do not recognize that unchecked talent deficits will
have an impact on their profitability and long-term growth and this
is mainly due to the limited CEOs’ experience in dealing with such
crisis as 58% of them haven’t experienced a similar issue which will
make defeating the talent crunch way more challenging. In addition
to this, 70% of corporate leaders stated that they would rather draft
a technology plan than one related to people, admitting that it can
be disrupted in a blink in this VUCA world continuously accelerated
by technological advancements. According to them, this fast pace of
change makes it almost impossible to forecast any future talent need,
but they can still turn to flexible forecasting.
Furthermore, leaders in developed countries assume that by 2030, 53$
of their vacancies can be filled by external hires or by skilled workers
from other countries. This is a clear misconception as the talent crunch
is expected to hit nations globally, and hence the above strategies
serve to prove that leaders are in common denial when it comes to the
brutal nature of the talent crisis.

The Talent Crunch

“People being left behind
by rapid change is a very
serious issue. When the gap
widens too much between
the ‘haves’ and the ‘haveno’ts,’ societies risk social
unrest. Many governments
have programs in place
to retrain people, and
businesses will benefit from
doing the same. We must
use analy and technology
to producea better quality
of life: we now have a
unique opportunity to
connect technology with
humanity.”
Jean-Marc Laouchez,
President, Korn Ferry
Institute

Connecting technology with humanity is essential, but the reality is different:
74% of CEOS undermine the value of people and perceive technology as
becoming their chief value generator by 2030 when it comes to the future of
work, thus prioritizing technology over people (Figure 3).

The Talent Crunch
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Figure 3 : People Strategy vs. Technology

But leaders need a wake up call and they need
it now. They need to understand the limitations
of technology and that skill development
is essential to drive growth even in cases of
increased reliance on AI and automation,
where highly-skilled workers are needed in
order to reap the incremental benefits of
technology. In other words, technology will
never be able to compensate for human
productivity. In fact, an Organisation for
Economic Co-operation and Development
(OECD) report in 2018 demonstrated that only
14% of the jobs in OECD countries are 100%
automatable.
It is also clear that there is a mismatch between
people’s current technical skills and the
technological demands of the future. As such,
governments need to place a high priority on
the development of technical skills, with the
view that a large percentage of jobs in the
future will be in IT, digital transformation, and
analytics.
On the brighter side, high-growth company
leaders in China, the US, the UK and Singapore
fully acknowledge the role of highly-skilled
workers in optimizing technology’s benefits.
They also understand that the talent crunch
can stall the evolution of companies as well as
their ability to transform digitally.

Leaders that identify technology as their top priority
Leaders that identify people as their top priority

The Talent Crunch
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What the Talent
Crunch means for
Saudi Arabia?
It is crucial to uncover what this talent
crunch means for Saudi Arabia in 2030
given its vision 2030 and efforts in
transforming the nation, its way of
doing business and its focus on talent
retention and development.

It is fair to say that Saudi Arabia is already witnessing
the talent crunch and by 2020, the Level A talent
deficits will reach 107,000, a figure that will increase
and hit 663,000 by 2030 which is equal to 21% of
KSA’s Level A’s workforce. Between 2020 and 2030,
Saudi Arabia is expected to have a surplus of more
than 1 million Level B workers which creates a good
opportunity of upskilling to defeat the talent deficit.
If left unaddressed, however, the surplus of Level B is
expected keep declining to reach a talent deficit of
166,000 by 2030.
The talent crunch in Saudi Arabia will have massive
impact on its economy as it will fail to generate
US$25.80 billion of unrealized revenue in two years’
time, and this figure will keep increasing to reach
US$206.77 billion at 2030 which is 14% of KSA’s
economy at that time.

Figure 5: Closer look at sectors
In order to attract and retain talent, orga
nizations in Saudi may need to increase
the average pay as high as US$10,700
per highly skilled worker at 2030, costing
the country a total of US$33.65 billion
which calls for differentiated strategies to
combat the talent crunch.

Compared with the 8 other EMEA countries included
in the study, KSA Ranks 5th with Germany, UK, Russia
and France suffering from higher unrealized revenues
and labour deficits. According to the National Labour
Organization, 50% of the population in KSA is below
the age of 30 and youth unemployment is at an alltime high of 40%. With the increasing youth population
and the high unemployment rate, Saudi Arabia has an
opportunity to invest in youth and develop them to
form a sustainable workforce that can fulfill the demands
represented by Level A skills within the next 10 years.

Figure 4 describes the talent surplus and deficit at
all levels in 2030 and the ensuing economic impact.
Sectors mostly impacted are Financial Services with
$14.66 billion in unrealized output and Technology
with $11.10 billion at risk.

The Talent Crunch

The Talent Crunch

25

24

Saudi Leaders’ Perspective

Korn Ferry examined the attitude of
Saudi Leaders towards the upcoming
talent crunch, who affirmed that they are
thinking big and striving for revenues &
headcount growth. 76% of them expect
a revenue growth of 25% by 2020 and 33%
by 2030. Also, 60% of them plan to grow
their headcount by 28% in 2020 and 33%
by2030.

In comparison with other country leaders, Saudis seem
to have a higher level of awareness when it comes to the
impact of the talent crisis on their organizations with only
26% of them assuming there will be either a surplus or
just enough talent by 2030. In contrast, when it comes to
technology, they share a similar understanding with the
rest in the sense that 78% of them believe technology
will be more valuable to organizations than humans by
2030. The realism of those leaders is also reflected in the
fact that 82% of them think they will require more Level
A workers in their workforce to keep up with the jobs that
technology will create.

The Talent Crunch

Similarly to the global statistics, 76%
of Saudi leaders do have a talent needs
forecast with only 3% of them having
plans that spread to 2030 and t hey
seem more comfortable drafting
technology plans rather than
talent ones due to the perceived
high importance of transformative
technology.

Saudi leaders plan to approach the talent
deficit issue through different methods
that include retraining the workforce,
increasing salaries unsustainably, investing
further in technology in a way that
it decreases the need for humans, increasing
the organization’s value proposition
as an employer and updating their
growth strategy. When it comes to planning
to find talent overseas, Saudi Arabia
may not be able to rely on expats as
much it does now due to a global talent
deficit that will hit all economies except
for India. As Jonathan Holmes, Managing
Director, Middle East and North Africa,
Korn Ferry put it “Under Vision 2030 which
has an ambitious transformation and
nationalization agenda, Saudi Arabia has
an opportunity to tap into its vast young
national population, making the region
less reliant on an expat workforce.”

The Talent Crunch
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Root Causes of the Talent Crunch

At this stage, we need to answer critical questions – What are the root causes behind
this talent crunch? Why and how did we get here? Is the talent crunch only due
to lack of people’s availability in the market or is it due to lack of right skills and
qualification in the market? Is it a people crunch or a talent crunch?
Below, we outline some root causes that may have contributed to the upcoming of
the talent crunch.
Gaps in Education
The main root cause of the talent crunch is education’s weakness from both quantity and quality perspective
and the issue is that education has the most potential in increasing the competitiveness of people.
On one hand, as per the UNESCO Institute for Statistics (IUS) in 2017; more than 617 million or six out of
10 children and adolescents do not have the minimum proficiency levels in reading and mathematics and
80% of those children come from low and middle-income countries. Also, in 2017, 1 out of every 5 children,
adolescents and youth were out of school: This includes 64 million children of primary school age, 61
million adolescents of lower secondary school age, and 138 million youth of upper secondary school age.
Also, according to the World Bank, in countries such as Cambodia, China and Vietnam; the access to higher
education and building capacity is still very limited and in Indonesia, only 27% of 19-24 year olds receive
higher education.

The Talent Crunch

On another hand, there is a major misalignment between the quality of education provided in schools
and universities and the demands of the current evolving workplace. Schools and university are failing to
deliver the relevant skills that contribute to technological advancement and innovation. This results in five
disconnects between Higher Education Institutions and employers, companies as research users, research
institutions, training providers and early educations as per figure 5. The main causes of this disconnect are
the low capacity, poor information and weak incentives implemented by education institutions (World
Bank, Disconnects in Higher Education).

The transformation of economies from product-based to knowledgebased demands highly-skilled talent with more soft and behavioral
skills than technical. A study conducted by Bayt and YouGov in
2016 examining the skills gap in the Middle East and North Africa
states that employers are looking for different skills such as
communication skills, negotiation, leadership, people management,
collaboration and creativity. Are the latter being addressed in the current
education systems? Are education institution equipping the youth
with the right tools and skills to succeed in this demanding market?
The result of this misalignment is massive: As per the figures reported
by ILO in 2014, youth unemployment rate was 28.2% in the
Middle East and 30.5% in North Africa for example.
According to World Bank, 64% of engineering firms in India are not
content with the skill sets of Indian Engineering graduates. Also, reports
released by Federation of Indian Chambers of Commerce and Industry
(FICCI) and Ernst and Young (EY) on Higher Education in India show that
the skill gap is huge with 75% of IT graduates considered ‘unemployable’,
55% in manufacturing, 55% in healthcare and 50% in banking
and insurance. In light of this, it is important to mention that high
employment rates affect the countries’ GDP – as per Okun’s law, a
1% increase in unemployment causes a 2% fall in GDP. Schools and
universities are failing to modernize their curriculum and developing
graduates to thrive in the current market and are falling behind industry
expectations.

In line with the
importance of soft and
modern technological
skills that are not being
taught in educational
institutions, organizations
must stop hiring only
based on degrees. As
David Blake, cofounder
of the learning platform
Degreed, has put
it: “It shouldn’t matter
how you picked up your
skills, just that you did.”
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NATIONS AND BUSINESSES
FACE A TIPPING POINT
Limiting Labor Laws
The tight labor laws in some countries such as China, Saudi
Arabia, United Arab Emirates and Indonesia make the skill
shortages’ issue even worse as the employers won’t be easily
able to attract top talent and hire them. Also, tight labor laws
prevent businesses from reacting quickly to any sign of stress
happening in the market.

Demographics
A big factor that plays a role in this talent crunch issue is simply
demographics. Global demographics are changing with increasing
longevity and declining birthrates: The global average
fertility rate is below 2.5 children per woman (Our World in
Data, 2017) and as per the United Nations, by 2025, the number
of population aged between 15-64 is estimated to fall significantly
in countries like Germany (7%), Italy (9%) and Japan
(14%). The old population (60 and over) is growing very fast
and as per the World Population Prospects: the 2017 Revision,
the number of the population aged 60 and over is estimated
to double by 2050 from 962 million globally in 2017 to 2.1 billion
in 2050. According to the American Association of Retired
Persons, 10,000 baby boomers reach retirement age (65 years)
every day and the gap remains in the young generation’s
ability to have the right training to replace baby boomers in
such a short time. In countries such as Czech Republic, Poland,
Hungary, Slovakia with booming manufacturing sectors, worker
shortages are reinforcing automation and the adoption of
robotics because there isn’t enough of people to fill the jobs –
however, this is not sustainable on the long run because as we
said, technology does not have the power to replace people.
Another example is China that is expected to have 28% of its
population over 60 by 2040 as per the World Health Organisation.
The ageing population has a critical impact on the skills’ demand
and supply. However, looking at the high youth unemployment
rates; we cannot but confirm that this is not a people
crunch; it is sill rather a talent crunch.

The Salary Surge: Due to the Talent Crunch, companies’ growth
globally is going to face a new threat: The Salary Surge which will
result in $2.5 trillion required in additional wages by 2030 which
is an average of $11,000 per worker on top of salaries, each year.
The question remains: As an employer, will you really be able to
face this battle?
Expectations: According to International Monetary Fund World
Economic Outlook 2018, China is expected to have a 5.6% growth
in its GDP by 2023, UAE 2.8%, Singapore 2.6%, Saudi Arabia 2.3%,
Netherlands 1.8%, France & UK 1.6%, US 1.3%, Germany 1.1%...
The question remains: As a nation, will you really be able to attain
any economic growth with the Talent Crunch?
Below figures trigger second thoughts:
Reality - GDP Growth held back globally:
• 20.3 million workers missing by 2020 $2.1 trillion of unrealized
revenue equivalent to Brazil’s GDP
• 39.8 million workers missing by 2025 $3.8 trillion of unrealized
revenue equivalent to France & Spain’s combined GDP
• 85.2 million workers missing by 2030 $8.5 trillion of unrealized
revenue equivalent to Germany & Japan’s combined GDP
Talent Crunch will hold back GDP growth and increase unemployment
rates which this is a guaranteed representative of economies
& business’ growth.
In the Manpower 2013 Talent Shortage Survey, 41% of employers
said that a talent crunch could affect significantly competitiveness
and productivity of businesses worldwide which will eventually
result in slow nations’ growth and a decrease of future investment.

“The success of any national or business model for
competitiveness in the future will be placed less on
capital and much more on talent. We could say that
the world is moving from capitalism to talentism”
– Klaus Schwab, Executive Chairman, World Economic Forum
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Workforce Upskilling
The most important step governments and organizations should
take to prevent or face this crisis is invest in talent’s upskilling.

Governments

A Call to Action:
Surviving the Talent Crunch

In order to guarantee growth in the
future of work, the talent crunch
must be cracked and the good news
is that governments and organizations still have time to mitigate the
risks. All parties must be open to
different and new ways of working
as approaching this challenge needs
not only new skill sets but also new
mindsets.
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The governments must fund education, expand access to early
education programs and create bodies that are specialized in
national skills’ development to help citizens stay relevant in the
market they are operating in. Also, countries with a surplus of Level
B & C workers are presented with a great education and training
opportunity that will allow them to close the gap between the level
they are at and the highly skilled level A. Governments may also
offer tax incentives to companies to train their employees in certain
challenging areas. They need to focus their efforts on training the
workforce on the skills that the market needs, thus, they need to
collaborate with businesses and understand from them what they
expect from potential employees. As per a survey by International
Association of Administrative Professionals (IAAP), 67% of
recruitment managers would rather hire someone with good
soft skills and less good technical abilities. Governments in some
countries are taking the extra mile to solve the skill shortages’ issue:
For example, Indonesia’s government implemented a “National
Internship Roadmap” that aims to bridge the gap between schools
and the market. Also, Ireland’s government offers a choice of free
208 courses (Certificates, degrees and postgraduate levels) that aim
to improve the digital skills of the workforce in such an evolving
digital landscape. Bahrain’s government initiative Tamkeen aims
to enhance the skills of Bahraini nationals through focusing on
not only students buy also jobseekers and employees. Delving
deeper into Saudi Arabia, it is noteworthy to mention that the Saudi
government is taking initiatives to build the workforce of the future
and create around 200,000 jobs by 2025 through the National
Digitization Unit. Also, it is prioritizing the enablement of
Saudi Women to encourage them to have valuable contribution
in the new economy. Saudi youth as well will be prioritized and
developed through an improved foreigner quality of education
that is able to make out of the current young people architects of
the future. Furthermore, Saudi’s government will make the entry of
foreign educational institutions in the kingdom easier to ensure the
best education to their youth. As per Ernst & Young (EY) recent
report, KSA’s investment in its people has doubled in the past five
years to become one of the highest in the world.
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Organizations
In addition to that, it is also important that organizations invest in the
retraining and redeployment of the existing mid and highly skilled
talent in order to equip them with the skills needed to take on more
complex roles in the future of work and build a strong talent pipeline.
For example, in China 93% of corporate leaders believe that reskilling
talent is essential for organizations to grow. There are key behavioral
competencies that organizations can start developing today which are
necessary for tomorrow’s fast paced world and these include ambiguity
management, strategic thinking, innovation results orientation and learning agility. Organizations will also win by investing in technical skills
specific to the digital transformation that the workplace will experience
such as enabling digital commerce, using data and analytics in decision
making and others. Graduate development programs are also effective
programs that allow the talent to understand how businesses operate
and smoothly enter the workpzlace. The Learning & Development’s role
in organizations is now more important than ever. They must present
their employees with different opportunities that may reshape their
skills from e-learning, to on-the-job learning such as job rotations and
international assignments, to formal classroom learning to coaching
and others. Organizations are beginning to understand the importance
of L&D with 50% of companies investing in learning initiatives as per the
Talent Shortage Survey 2018 by Manpower Group. One way to invest in
the right places and avoid wasting financial resources, is through the
deployment of psychometric testing tools to identify where the untapped gaps and unleveraged strengths are.

Higher Education Reform
One of the most effective ways to improve the education system is
to have organisations partner with local education institutions to
close the gaps between what schools and universities are teaching
through their curriculum and what companies are looking for in talent
from soft skills to digital skills to others. For example, Microsoft China
partnered with 4 universities to create software labs where students
grasp and learn software development abilities. Initiatives such as the
latter equip students with the right skills to start their career strongly
and fight skill shortages.
In the study conducted by Bayt and YouGov in 2016, 40% of
respondents thought that the best way to close the skill gap in the
MENA region is through better collaboration between educational
institutions, governments and organizations.
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Flexibility and Agility
As a result of the talent crunch, we expect organizations to operate in an increased flexibility and agility
manner with talent making sure that the relationship is built on mutual respect. In the new “gig economy”,
we also expect more fluidity from the workers that will be mostly working as freelancers or on a per-project
basis to help companies face the talent shortages, therefore, they will need to differentiate themselves by
constantly putting their skills in question. In such a unpredictable business environment and in order to
create more stability on the long run, businesses need their workforce to be agile. In fact, as per the Rise
of NextGen Work by ManpowerGroup in 2017, 87% of workers are open to part time and temporary assignments.
Also, as per Freelancers Union in 2017, 35% of the American workforce is freelancing. The way of doing work
will need to change to be able face the upcoming skill shortages. However, it is important to mention that if no
efforts were done in retraining and redeploying the workforce, even the supply of contract workers may not be
guaranteed.

Light Labor Laws
In order to support the gig economy and face skills shortages, it is important that organizations start operating
within a pro-business labor environment and this kind of flexibility must be reinforced by governmental
labor rules that make entering and leaving a job simpler. This includes more openness to immigration,
for example, the UAE government implemented a new visa entry system to attract more skilled
professionals in their country.
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Proactive Talent Planning
In regards to proactive talent planning which we discussed earlier
in this paper; leaders must understand that if they do not use
talent models and scenarios to prepare for the future, they will
come to find a decade later that the skills they have are not what
they need and thus, they will not be able to survive the talent crisis.
HR Leaders must look at their current talent strategy, understand
the talent marketplace economics to implement the right
planning and ensure they have skills they will need in the future.
They must make the case by quantifying the outcome of the talent
crunch whether it is the unrealized revenues or the additional
wage premium companies will have to pay to attract new talent.
Alan Guarino, Vice Chairman, CEO and Board Services, Korn Ferry
used an interesting analogy: “Great business planning is like coaching
a sports team. You always know you’ve got a match coming
up. You never know exactly what’ll happen, but you know what
skills you need to win. If you train the whole team properly, they’ll
be in the best possible position to respond, whatever happens on
the field.”

Conclusion

Organizations’ Employer Branding
In order to survive the talent crunch and remain competitive in
the market to attract and retain the best limited talent, organizations
need to work harder on creating an outstanding employer value and
a people centric culture. As Alan Guarino, Vice Chairman of Korn Ferry
puts it “Organisations need to walk the talk. They keep saying that
talent is their greatest resource, but they really do underinvest in the
talent.”

Paying Inflated Wages
Some companies may turn to paying inflated wages to survive the
talent crunch and retain or attract talent. For example, India and
China are paying increased salaries to deal with the pilot shortage
they are facing. However, Korn Ferry’s “The Salary Surge” study
demonstrates that $2.515 trillion will be added to annual wage bills
globally by 2030 due to talent deficits which is massive and makes
this solution highly unsustainable.

We conclude with a few figures that are worth remembering: 2030, 85.2 million, and $8.452 trillion. (no semicolon).
By 2030, there will be a deficit of 85.2 million workers and this will result in $8.452 trillion in unrealized annual
revenue. The global talent crunch is a real threat that is driven by a lack of skills rather than a lack of people and no
matter how technology is powerful, it will never be able to meet the nations’ expectations if not complemented
by brains trained to drive it.
Any leader who thinks their company is immune to the talent crisis we are going to experience should
think again because by the time the crisis hits us, it will be too late to react. The time for governments and
organizations to rethink their talent strategy is now if they wish to navigate the exciting and challenging
future that awaits us.
And after all, the big question remains:

Are we ready for that Talent Crunch as much as it is ready for us?

High-growth businesses are defined as the 20% of businesses
achieving the highest level of growth in annual turnover averaged
across three years
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