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About this study.
This paper estimates the wage increases that organizations in 20 major global economies
may have to pay to attract and retain highly skilled labor resulting from the expected
global talent shortage. It builds on data from our study, The Global Talent Crunch, which
modeled the gap between future labor supply and demand to estimate the impending
skilled talent shortage at three future milestones: 2020, 2025, and 2030. In The Salary
Surge, we project the impact the talent shortage will have on wage bills by mapping Korn
Ferry’s proprietary global pay data against the skilled labor shortage estimates across the
same 20 economies at the same milestone dates. The study focuses on three knowledgeintensive sectors within each market that act as critical drivers of global economic
growth—financial and business services; technology, media, and telecommunications
(TMT); and manufacturing—and also examines the remainder of each economy outside of
these core industries. The report focuses on highly skilled labor, which is where the most
acute shortages are found, and uses educational attainment as a commonly accepted
proxy for skills.
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Introduction.
Organizations around the world could add
more than $2.515 trillion to their annual cost of
labor by 2030, the result of a global shortage
of highly skilled workers that could dramatically
drive up salaries for the most in-demand labor.
Our new study, The Salary Surge, finds that
world-leading economies, including the United
States, China, and Germany, can expect rapidly
escalating employee costs. World economies
could also fail to generate $8.452 trillion in
annual revenue by 2030 due to talent shortages.
The combined effect of these twin pressures
could jeopardize profitability and threaten
business models.
As previously revealed in our earlier study, The
Global Talent Crunch, demographic trends,
under-skilled workforces, and tightening
immigration mean that even significant
productivity leaps enabled by technology
cannot prevent sizable future labor shortages.
As automation advances, a widening gap
between the top and bottom of the labor
market is emerging. On one side is an
abundance of low-skilled workers whose jobs
are being threatened by digital advances. On
the other, less populated side is a pool of highly
skilled workers whose talents are increasingly
scarce and valuable. The effect on organizations
is that the salaries of the highest-earning
workers will pull further and further away
from the salaries of the rest of the workforce,
effectively creating a two-tier talent system.
By way of background, The Global Talent Crunch
study assessed the talent-supply gap in 20
developed and developing global economies
across the Americas (Brazil, Mexico, the United
States), Europe, the Middle East, and Africa
(EMEA; France, Germany, the Netherlands,
Russia, Saudi Arabia, South Africa, the United
Arab Emirates, and the United Kingdom), and
Asia Pacific (Australia, China, Hong Kong, India,
Indonesia, Japan, Malaysia, Singapore, and
Thailand. The study examined talent supply
and demand, delineating between high-, mid-,
and low-skilled workers and categorized by
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highest educational level achieved. While many
economies can expect a surplus of mid- and
low-skilled workers, the study found that all
but one country—India—can expect a deficit of
highly skilled workers. More precisely, by 2030
we can expect a talent deficit of 85.2 million
workers across these economies—greater than
the current population of Germany.
The future of work is one of scarcity in
abundance: there are plenty of people, but
there are not enough who currently have the
skills organizations need. In this environment,
companies that focus on upskilling,
engagement, and retention have a competitive
advantage.
Organizations cannot compete for talent on
salary alone. This would incentivize workers
to chase ever-bigger pay packets, creating a
vicious cycle of rising costs. Organizations are
already facing constrained growth due to talent
shortages, so the imperative to increase wages
puts yet another pressure on their margins.
Some companies may be tempted to turn to
contingent workers to fill gaps, but this is an
unsustainable and expensive solution to a longterm problem.
Instead, leaders must focus on what really
drives retention and engagement. We know
that employees who have the opportunity
for career development, who benefit from
inspiring leadership, and who feel like their
work has purpose are more likely to stay at an
organization and—crucially—are also more likely
to be engaged and productive.
It is a mistake to place a higher value on
technology than human capital. Though
seemingly counterintuitive, as technology
continues its advance in the workplace,
the ability to skillfully manage people and
resources will become increasingly critical. It
is only through the partnership of people and
technology that the full potential of both can be
realized.

We encourage organizations
to move to a more flexible,
bespoke talent approach
for both the employer and
employee. On an employee
level, this may mean designing
roles around individual
interests and skill sets so that
workers can make meaningful
and specific contributions.
On an employer level, leaders
should focus on what makes
their organization uniquely
attractive to employees, both
in terms of the company’s core
purpose and the non-monetary
rewards that it can offer.
The Salary Surge will help
leaders understand how the
shortage of highly skilled
workers could cause wage
rises, and how these increases
are poised to affect their
sectors and the regions where
they operate. We also suggest
some ways forward for
organizations seeking growth
in an increasingly talentconstrained environment.

Ben Frost, VP and General
Manager, Reward Products,
Korn Ferry
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Global
overview.
By 2030, we estimate the global supply of highly skilled labor to fall short of demand by 16%.
This undersupply will push up salaries for available workers, so that wage bills increase directly
in proportion to labor shortages. The expected
talent deficit of 85.2 million workers across the
20 economies analyzed could result in employers having to pay an annual wage premium of
$2.515 trillion by 2030. The US faces the biggest
wage premium, estimated to reach $296.48
billion as soon as 2020, and rising to $531.25
billion by 2030. The term wage premium refers
to the additional amount employers will need
to pay over and above the amount that wages
would rise over time due to normal inflation to
secure the right talent.
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As technological developments continue,
employers are increasingly automating routine
tasks, decreasing demand for lower-skilled
workers. But highly skilled workers who can
harness technology advances and lead change
are in ever-greater demand.1 This is driving the
emergence of two labor markets:
 An employees’ market of skilled workers
who can command high salaries,
 An employers’ market for low-skilled labor,
where there’s no shortage of workers and
little pressure on wages as a result.
The shallow pool of skilled workers relative to
demand is driving the Salary Surge. The larger
a country’s talent shortfall, the more we can
expect wage costs to rise.
Global supply and demand of highly skilled
workers over time*

Number of workers (in millions)

525

500

Demand
for highly
skilled
workers

475

Supply
of highly
skilled
workers

450

425

2020

2025

2030

* Global supply and demand does not take into account
geographic borders. In reality, one country’s worker surplus
may not offset another country’s worker deficit.

1
There is an abundance of data available that supports this
view. See, for example, the 2016 White House report Artificial
Intelligence, Automation, and the Economy
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Top 10 biggest wage premiums by economy
2020

2025

2030

Japan: +$301bn

USA: +$400bn

USA: +$531bn

USA: +$296bn

Japan: +$388bn

Japan: +$468bn

Germany: +$96bn

Germany: +$135bn

China: +$343bn

Brazil: +$66bn

Brazil: +$116bn

Germany: +$176bn

Australia: +$60bn

Australia: +$101bn

Brazil: +$174bn

France: +$37bn

France: +$65bn

Australia: +$141bn

Indonesia: +$31bn

Indonesia: +$53bn

UK: +$121bn

Thailand: +$22bn

Singapore: +$34bn

Russia: +$102bn

India: +$22bn

Hong Kong: +$30bn

France: +$91bn

Hong Kong: +$19bn

UK: +$29bn

Indonesia: +$76bn

Although major economies can expect the highest wage premiums, smaller markets with limited
workforces will feel the most pressure. By 2030, Singapore and Hong Kong—small economies with
important financial centers—are forecasted to face a wage premium equivalent to about 10% of their
respective 2017 GDPs. By comparison, the UK’s wage premium may be equivalent to 5% of 2017 GDP
by 2030, while France’s wage premium may reach 4% of its 2017 GDP.
The economies with the greatest skilled talent shortages as a proportion of total demand
2020

2025

2030

Hong Kong 21%

Hong Kong 33%

Hong Kong 44%

Japan 15%

Singapore 26%

Singapore 38%

Australia 14%

Australia 23%

Australia 30%

Singapore 13%

Japan 19%

Brazil 26%

Brazil 11%

Brazil 18%

Japan 24%

Global average (across the 20 countries in the study)
2020

2025

2030

7%

11%

16%
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Top dollar
for top
talent.

As the skills shortage worsens over the next few
years, companies can expect their budgets to come
under increasing strain as they compete for a limited
pool of highly skilled workers, particularly in areas
with low unemployment levels and in highly-skilled
professions like engineering and finance.
China, Russia, and some other countries may be
lulled into a false sense of security by the delayed
onset of their skilled-labor shortages. But if they don’t
take action soon, they could rank among the most
severely affected by 2030.
While China’s highly skilled worker shortage won’t
hit until after 2025, it could see an additional wage
bill of $342.54 billion by 2030, the third most costly
of all economies analyzed. Russia can expect to pay
an additional $102.13 billion in wages by 2030, as the
highly skilled labor deficit leaps from zero in 2025 to
7% of total demand just five years later.
India is the only country in our study that can expect
to avoid a spiraling wage bill since it is the only
country we project to have a highly skilled talent
surplus at each milestone, meaning that the vast
Asian nation is unlikely to witness significant wage
inflation.
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The talent shortage
will force companies
to think differently
about career
progression. If you
don’t promote
a highly skilled
employee, a
competitor probably
will, so organizations
may be pushed to
award promotions
earlier than they
otherwise would.
Ben Frost, VP and
General Manager,
Reward Products,
Korn Ferry
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Salary surge for skilled workers.
Skilled workers will be in a strong position to
negotiate higher salaries as the gap between
supply and demand for them widens. Employers
need to adjust their approaches to recruitment
and retention to ensure they have the right labor
force and that their top talent doesn’t leave for
the highest bidder.
The good news is that half of all economies
in the study will have Level B (mid-skilled)
surpluses by 2030, and 80% will have Level
C (low-skilled) surpluses, providing ample
opportunity for reskilling and redeployment.
By 2030, the pay premium that each highly
skilled worker could command averages $11,164
per annum across the 20 economies analyzed.
However, the wage premium varies greatly
between economies. Ironically, small economies
like Hong Kong and Singapore stand to pay
the most as a result of their limited talent pools
and growing skills shortages. Hong Kong faces
a staggering annual wage premium of $40,539
per highly skilled worker, while Singapore can
expect to pay an extra $29,065 per worker
per year. Australia’s wage premium is not far
behind: Australian businesses may be paying an
additional $28,625 per highly skilled worker by
2030.
The wage premiums in leading Western
economies are lower but still significant. Highly
skilled German workers may command an extra
$16,026 annually by 2030, while those in the US
and the UK can expect to pay additional wage
costs of more than $8,000 per worker each year
in real terms.
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Talent on the move?
Top executives are already sourced
internationally, especially by “tiger
economies” such as Singapore and Hong
Kong. As skilled talent will soon be in short
supply globally, companies are likely to
consider casting the net farther afield at the
professional level, too.
However, the global nature of the problem
means that even high levels of talent
mobility can only provide very limited
alleviation to shortages. India is the only
country in our study with an expected
surplus of skilled workers, and the
movement of Indian workers is likely to
make only a small difference to the talent
shortages in other countries.
The countries with the highest average wage
premium per highly skilled worker
Top 10: Average wage premium (i.e.
additional cost added to base salary) per
highly skilled worker in 2030
Hong Kong

$40,500

Singapore

$29,100

Australia

$28,600

Japan

$18,500

Germany

$16,000

Netherlands

$10,800

Brazil

$10,800

Saudi Arabia

$10,700

USA

$8,300

UK

$8,000

As the skilled-worker
shortage takes hold,
employers will need
to concentrate on
reskilling lowerlevel workers. This
involves identifying
those who are
adaptable and
flexible enough to
be successful in
the new world of
work, and putting
robust training and
strategic workforce
plans in place.
Mark Thompson,
Senior Client Partner,
Reward Consulting,
Korn Ferry
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Sector
overview.

Our study focuses on three knowledge-intensive sectors that
act as critical drivers of global economic growth: financial and
business services; technology, media, and communications
(TMT); and manufacturing. As labor shortages take hold globally,
we expect the skilled-talent premium to significantly impact each
of these sectors.
The percentage increase in wage premium between 2020 and
2030 for each sector
Finance

Manufacturing

TMT

Full Economy

+161%

+136%

+169%

+152%

Additional pay cost for each sector in 2030 (in millions of USD)
Finance

Manufacturing

TMT

Full Economy

$441bn

$197bn

$160bn

$2.5tn
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Financial and business services.
Financial and business services contribute
significantly to global GDP. The sector now
comprises roughly one-third of both the UK and
the US economy, and it’s projected to represent
17% of China’s economy by 2030.
It’s also the sector most impacted by acute
talent shortages, with an expected deficit of
10.7 million workers by 2030, meaning that
$1.313 trillion of revenue won’t be generated2.
Additionally, this sector faces a potential wage
premium of $440.87 billion by the same date,
more than double that of the other sectors
examined.
Nations that are home to the world’s leading
financial centers—including the US, Germany,
and the UK—are among the economies facing
the highest wage premiums in the sector. In the
US alone, the financial and business services
wage premium could add $133.77 billion to the
sector’s pay bill by 2030.
The countries with the biggest wage premium in
the financial and business services sector

2

Country spotlight: Brazil
Brazil’s financial and business services sector
can expect a labor gap of 2.5 million workers
by 2030, potentially resulting in additional
wages of $49.67 billion for highly skilled
workers, one of the largest pay premiums
of any economy. The estimated premium
is more than any other emerging market
in our study and also bigger than the hike
expected in key financial hubs like Germany
and the UK. With financial and business
services expected to represent around 11%
of Brazil’s GDP by 2030, this pay pressure
will increase in proportion to the sector’s
importance to its economy.
Looming talent shortages and
accompanying wage rises could constrain
the nation’s growth potential, stalling the
development of its financial and business
services sector. It’s critical that the
government and the sector take action now
to address the imminent shortage.

2020

2025

2030

USA: $61bn

USA: $91bn

USA: $134bn

Japan: $37bn

Japan: $50bn

Japan: $64bn

Germany: $21bn

Germany: $31bn

Brazil: $50bn

Brazil: $15bn

Brazil: $30bn

Germany: $44bn

France: $9bn

France: $16bn

UK: $27bn

Korn Ferry (2018), The Global Talent Crunch
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The finance industry
is built on skills
and knowledge,
meaning costs are
heavily weighted
towards talent.
This is an industry
where workers
already command
high salaries, so the
additional pressure
caused by shortfalls
could push some
organizations to the
brink.
Mark Thompson,
Senior Client Partner,
Reward Consulting,
Korn Ferry
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Technology, media, and telecommunications (TMT).
With technology underpinning every other sector, TMT is
an increasingly important part of the global economy. But
significant skills shortages are already impacting the industry,
and our research suggests that the world’s top TMT markets
can all expect skilled worker deficits by 2030. As a result, the
wage premium for TMT will almost triple within the next decade,
surging from $59.58 billion in 2020 to $160.45 billion by 2030.
China most clearly exemplifies the leap in the TMT wage
premium. By 2025, the country’s sector won’t be suffering a
skills shortage or related wage increases. But just five years later,
China’s TMT sector can expect to pay highly skilled workers an
additional $13.10 billion, the third-highest premium in our study.
The only countries expected to pay more are the US and Japan,
adding $50.14 billion and $23.57 billion to their TMT wage bills
respectively.
The countries with the biggest wage premium in the TMT sector.
2020

2025

2025

US: $19bn

US: $31bn

US: $50bn

Japan: $15bn

Japan: $20bn

Japan: $24bn

Brazil: $5bn

Brazil: $9bn

China: $13bn

Germany: $5bn

Germany: $7bn

Brazil: $13bn

Indonesia: $3bn

Indonesia: $6bn

Indonesia: $10bn
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Manufacturing.
The manufacturing industry faces an additional wage bill of
$197.35 billion by 2030, with manufacturing giants like China,
Japan, and the US set to suffer severe skilled-worker shortages
and escalating wage costs.
Manufacturing’s role as a critical growth driver for many
emerging economies may be stalled by the huge impact of the
salary surge. By 2020, Indonesia faces the fifth-highest salary
premium of the economies in our study. Although China is not
expected to suffer shortages in the first half of the decade, the
highly skilled worker shortage is expected to exceed 1 million
by 2030. As a result, the wage premium could total more than
$50 billion by that time, higher than any other country analyzed.
China-based manufacturing companies need to take action now
before it is too late.
The countries with the biggest wage premium in the
manufacturing sector
2020

2025

2030

Japan: $26bn

Japan: $32bn

China: $51bn

USA: $19bn

USA: $25bn

Japan: $38bn

Germany: $14bn

Germany: $17bn

USA: $31bn

Brazil: $6bn

Brazil: $10bn

Germany: $20bn

Indonesia: $4bn

Indonesia: $6bn

Brazil: $14bn
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The last word.

Global talent shortages could
result not only in vast amounts of
unrealized revenue, but also in huge
wage bill increases.

there is an added bonus:
Employees who are connected
to an organization’s purpose and
feel they can make a meaningful
contribution are much more likely
to stay, even if they’re offered a
higher salary elsewhere.

Though the temptation to fill the
gap through sourcing freelance or
contingent workers makes sense
After all, in the future of work,
where demand is temporary, it
employees who are adaptable
is not a sustainable approach
and willing to learn, with enough
to bridging what we believe is
flexibility to handle a rapidly
an endemic problem. Freelance
shifting working environment and
workers are more expensive and
less-hierarchical structures are the
even more difficult to retain than
ones with the most potential to
permanent members of the team.
succeed. In sectors and economies
The companies that thrive in this
where there’s a surplus of midenvironment will be the ones that
skilled and low-skilled workers,
have built skilled-talent pipelines
there is ample opportunity for
and long-term relationships with
development.
their people; these organizations
will be able to withstand the
In parallel with retraining and
demand surge that lies ahead.
reskilling, employers need to
develop new, more effective
Indeed, buying needed talent from
remuneration solutions that reward
the market will become too costly
loyalty, and consider creating
to remedy the situation alone.
bespoke packages for highly valued
Companies will need to focus on
employees that look beyond pay
retaining and reskilling existing
to a holistic reward plan that takes
workers instead. Organizations
into account non-salary benefits.
should resist the urge to make lessAs wages escalate, companies will
skilled workers redundant as lowerneed to be brave and creative to
level roles are automated. Instead,
offset the Salary Surge.
they should take the opportunity
to retrain these workers to fill more
Mark Thompson, Senior Client
complex roles designed around the
Partner,
Reward Consulting, Korn
individual employees’ skills, keeping
Ferry
valuable business knowledge inhouse and reducing the need to
source expensive external talent.
For companies that make the effort
to upskill their existing workforces,
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Detailed methodology.
In part one of our study The Global Talent
Crunch, we measured the global demand for
labor at three key milestones—2020, 2025, and
2030—to understand whether economies and
organizations would have the talent they need
to deliver and execute on their strategies.
Our study modeled labor supply and demand at
three distinct levels, with educational attainment
used as a commonly accepted proxy for skills:
highly skilled (Level A) workers are those who
have completed post-secondary education or a
high-level trade qualification; mid-skilled (Level
B) workers have attained upper-secondary
education such as high school or a low-level
trade qualification; and low-skilled (Level
C) workers have less than upper-secondary
education.
Using economic modeling, we found that global
growth, demographic trends, underskilled
workforces, and tightening immigration mean
that even significant productivity leaps enabled
by technology cannot prevent a significant
shortage of highly skilled workers, which will
impact businesses and economies around the
world.
To discover the effect that the Global Talent
Crunch could have on organizations’ people
costs, we mapped our global talent model
against Korn Ferry’s proprietary global pay
database, which holds salary data on 24,000
organizations in more than 110 economies. This
data shows the salaries being paid at specific
job levels within those economies, allowing us
to build a robust picture of the total salary cost
for companies operating in them. If an economy
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is facing a talent shortage, the data reveals the
consequent pay burden organizations are likely
to face in that economy at the three future
milestones.
The Global Talent Crunch study showed that
shortages are predominantly found at Level A,
so we have concentrated on the potential wage
premium for this demographic. The makeup
of the global workforce at Level A is further
divided into three job levels with distinct salary
ranges: professionals, managers, and executives.
Using the companies in the pay database, we’ve
calculated the average proportion of workers
at each of these job levels (60%, 30%, and 10%,
respectively) and used these proportions for our
model.
The wage premium is the amount of base
salary (gross) that a company may have to
pay on top of existing salary bills. Figures do
not include discretionary or variable payments
such as bonuses. The model assumes that a 1%
shortage of talent in the market translates to a
1% wage premium for the available workforce.
The amount that wages change as a result of
fluctuation in labor supply will obviously vary
depending on factors such as job type, country,
and industry, but a ratio of 1:1 is used as a global
average, reflecting the fact that wages tend
to rise closely in line with labor shortages. The
study examines additional wage inflation, i.e.,
inflation that is over and above that which you’d
expect to take place anyway over time.

Contributors.
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Reward Products, Korn Ferry
Alan Guarino, vice chairman, CEO and
Board Services, Korn Ferry
Mark Thompson, senior client partner,
Reward Consulting, Korn Ferry
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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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