Case 1B
Which jobs will be in demand? Which ones are shrinking? And which ones could be
hardest to fill?
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At a glance

e During the pandemic (2019-22), the US labor market saw 8.6 million
occupational shifts, SO percent more than in the previous three-year period. Most
involved people leaving food services, in-person sales, and office support for different
occupations.

e By 2030, activities that account for up to 30 percent of hours currently worked
across the US economy could be automated—a trend accelerated by generative
Al. However, we see generative Al enhancing the way STEM, creative, and business
and legal professionals work rather than eliminating a significant number of jobs
outright. Automation’s biggest effects are likely to hit other job categories. Office

support, customer service, and food service employment could continue to decline.
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e Federal investment to address climate and infrastructure, as well as structural
shifts, will also alter labor demand. The net-zero transition will shift employment
away from oil, gas, and automotive manufacturing and into green industries for a
modest net gain in employment. Infrastructure projects will increase demand in
construction, which is already short almost 400,000 workers today. We also see
increased demand for healthcare workers as the population ages, plus gains in
transportation services due to e-commerce.

e An additional 12 million occupational transitions may be needed by 2030. As
people leave shrinking occupations, the economy could reweight toward higher-wage
jobs. Workers in lower-wage jobs are up to 14 times more likely to need to change
occupations than those in highest-wage positions, and most will need additional skills
to do so successfully. Women are 1.5 times more likely to need to move into new
occupations than men.

o The United States will need workforce development on a far larger scale as well
as more expansive hiring approaches from employers. Employers will need to hire
for skills and competencies rather than credentials, recruit from overlooked
populations (such as rural workers and people with disabilities), and deliver training

that keeps pace with their evolving needs.

The US labor market is going through a rapid evolution in the way people work and the
work people do. Months after MGI released its last report on the future of work in America,
the world found itself battling a global pandemic.! Since then, the US job market has come
roaring back from its sudden drop. The nature of work has changed as many workers have
stuck with remote or hybrid models and employers have sped up their adoption of automation
technologies. More recently, the accelerated development of generative Al, with its advanced
natural language capabilities, has extended the possibilities for automation to a much wider
set of occupations.

Amid this disruption, workers changed jobs at a remarkable pace—and a subset made bigger
leaps and moved into entirely different occupations (Exhibit 1). Some 8.6 million
occupational shifts took place from 2019 through 2022. Now even more change is in store.
We expect an additional 12 million occupational shifts by 2030. The total number of
transitions through 2030 could be 25 percent higher than we projected a little over two years

ago.


javascript:void(0);

Exhibit 1

Exhibit1

We expect an additional 12 million

i o < Prev 01— 03
occupational transitions through 2030.

US job growth,

Next >

USjo ® Resilient and growing occupations

(0 =2016 levels)

Growth trajectory driven by v
* Healthcare demand increase
as the population ages

e +17%
* The push toward digitization 9.9M jobs 020
and technology B
* Demand for last-mile delivery =
10
0
-10
2016 2019 2022 2030
We expect an additional 12 million occupational transitions through 2030.
Share of US workers y
36 in resilient and growing . _ ¥
occupations, 2022, % Projected 4 N A 1
transitions 174 B e
M Occupations where generative Al to new P N\ A e : mllllon
could accelerate automation significantly occupations, | fm=, /
' 2022-30 \ / \ - Froma re.sHient
* Health professionals | ) \ and growing
* Health aides, technicians, and wellness N A — occupation
®STEM professionals 7\ Vi to any other
« Transportation and warehousing \ A \ occupation
+ Managers T -
e Business and legal professionals
Source: O*NET; US Bureau of Labor Statistics; Current Population Survey, US Census Bureau; McKinsey Global Institute analysis

McKinsey & Company



Share of US workers
25 in resilient and growing

aa® OCcupations, 2022, % Projected 1
transitions R
[l Occupations where generative Al to new mllllon
could accelerate automation significantly occupations,
_ 2022-30 Fron'! s_astalled
e Creatives and arts management but rising
* Property maintenance occupation
® Education and workforce training to any other
= Builders occupation
» Community services
+ Mechanical installation and repair
» Agriculture
Source: O*NET; US Bureau of Labor Statistics; Current Population Survey, US Census Bureau; McKinsey Global Institute analysis
McKinsey & Company
Share of US workers
39 in resilient and growing
occupations, 2022, % Projected 10
transitions e
M Occupations where generative Al to new mllllon
could accelerate automation significantly occupations, ]
‘ 2022-30 From a hlltl
+ Office support and declining
* Customer service and sales occupation
* Production work to any other
* Food services occupation
Source: O*NET; US Bureau of Labor Statistics; Current Population Survey, US Census Bureau; McKinsey Global Institute analysis

McKinsey & Company

Multiple forces are set to fuel growth in certain occupations and erode jobs in others. They
generally fall into three categories: automation, including generative Al; an injection of
federal investment into infrastructure and the net-zero transition; and long-term structural
trends such as aging, continuing investment in technology, and the growth of e-commerce
and remote work. We do not forecast how aggregated employment may be affected by the
business cycle in the short term; instead, we focus on how these forces may reshape the

composition of labor demand over the long term.

Across a majority of occupations (employing 75 percent of the workforce), the pandemic
accelerated trends that could persist through the end of the decade. Occupations that took a
hit during the downturn are likely to continue shrinking over time. These include customer-
facing roles affected by the shift to e-commerce and office support roles that could be
eliminated either by automation or by fewer people coming into physical offices. Declines in

food services, customer service and sales, office support, and production work could account



for almost ten million (more than 84 percent) of the 12 million occupational shifts expected
by 2030.

By contrast, occupations in business and legal professions, management, healthcare,
transportation, and STEM were resilient during the pandemic and are poised for continued
growth. These categories are expected to see fewer than one million occupational shifts by
2030.

Workers have shown a willingness to change career paths, while a tighter labor market has

encouraged companies to hire from broader applicant pools.

For the other categories that account for the remaining one million occupational shifts still to
come, the pandemic was a temporary headwind. Employment in fields like education and
training should rise in the years ahead amid a continuous need for early education and
lifelong learning. Demand for construction workers also stalled during the height of the

pandemic but is expected to rebound strongly.

The changes estimated in our earlier research are happening even faster and on an even
bigger scale than expected. It is becoming even more urgent to solve occupational and
geographic mismatches and connect workers with the training they need to land jobs with
better prospects. The fact that workers have been willing to pivot and change career paths,
while a tighter labor market encouraged companies to hire from broader applicant pools,
gives cause for optimism—but not complacency. The future of work is already here, and it’s

moving fast.

By the end of 2022, employment had bounced back to its 2019 level. But a great deal was in

flux.

Are pandemic-era labor shortages here to stay?

The quits rate soared to new heights during the pandemic, with roughly 48 million Americans
leaving their jobs in 2021 and 51 million in 2022. What people did next is not fully evident
from the data. Some moved into better jobs with higher pay. Others left the labor force,
whether out of discouragement or for personal or health reasons, and it is unclear if or when

they will return.

Total employment hit an all-time high after the pandemic, with many employers encountering
hiring difficulties. As of April 2023, some ten million positions remained vacant; labor force

participation had ticked up but was 0.7 percentage point below its prepandemic level. That



translates into roughly 1.9 million workers who are neither employed nor actively looking for

jobs. This erosion comes after an extended 20-year trend of steadily falling participation.

Labor supply may continue to be constrained, given that one in four Americans will be of
retirement age or older by 2030. Without higher participation rates, increased immigration, or
meaningful productivity growth, labor shortages could be a lasting issue as the economy and
the population grow. This remains an open question confronting markets, economists, and

employers.

The Great Attrition obscured deeper shifts

While most attention was focused on soaring quits rates during the pandemic, something
more structural was also occurring. A subset of people did more than change employers; they
moved into different occupations altogether. Based on net increases and decreases in
employment, some 8.6 million occupational shifts took place from 2019 through 2022—50
percent more than in the previous three-year period (Exhibit 2).> While it is impossible to
trace individual moves, many people left their previous roles and landed better-paying jobs in
other occupations.


javascript:void(0);

Exhibit 2
More than half of the ~8.6 million recent occupational shifts in the United States

involved workers leaving roles in food services, customer service, office support, and

production.
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The majority of these shifts came from people leaving jobs in food services, customer service
and sales, office support, and production work (such as manufacturing). At the same time,
managerial and professional roles plus transportation services collectively added close to four
million jobs from 2019 to 2022. Our previous research had anticipated these types of changes
over a longer time frame, but the pandemic suddenly accelerated matters. The past few years

have been a preview of trends we expect to continue through the end of the decade.



More high-wage jobs—and fewer workers taking lower-wage service jobs

Overall employment in low- and middle-wage occupations has fallen from prepandemic
levels, while occupations that pay more than $57,000 annually added about 3.5 million jobs.
However, it is unclear how many higher-paying roles were filled by people who moved up
and how many were filled by new entrants to the labor force. Meanwhile, the number of
lower-wage job openings has not declined. Demand for lower-wage service work remains,

but fewer workers are accepting these roles.

What is clear from the job switching and occupational shifts of the past three years is that the
US labor market accommodated a higher level of dynamic movement. Spiking demand and
labor scarcity forced many employers to consider nontraditional candidates with potential and
train them if they lacked direct experience. While this may not hold in the future, employers
and workers alike can draw on what they have learned about the potential for people to make

quick pivots and add new skills.



