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At a glance

— The US economy could create more jobs in the next decade than will be replaced through
automation, but the change may require the largest and most sustained workforce
transformation in US history. We estimate that roughly 11 million workers in declining
occupations may need to transition to new jobs, ranging from six million to 16 million depending
on the pace of automation adoption and its impact on labor demand.

— Jobs of the future, particularly growing jobs, could pay more on average but require
more skills. Roughly 60 percent of growing employment could be in the top two wage
quintiles, with much of the increase concentrated in healthcare, construction, and management
occupations. Conversely, more than 70 percent of declining employment could be in the
bottom two quintiles, primarily in office and administrative support, retail and sales, and
transportation and logistics occupations.

— Oneinseven workers could have a direct pathway into growing jobs, but almost half may
face an unpaved pathway. While every transitioning worker has a route into growing work, only
about one in seven can make the move with no or very limited retraining. Barriers, particularly
credentials or certifications, which roughly 85 percent of growing jobs require, can twist or block
otherwise viable pathways.

— Overall, more than 70 percent of workers could require some level of reinvention because
new tasks may require more than 15 percent of their time. Whether or not workers change
jobs, most of them will need to continually build new skills as most occupations reinvent
regardless of whether employment grows, declines, or remains stable.

— Three types of skills help workers move, move up, and keep adapting. “Essential” skills widen
career options, while “enabling” skills unlock higher-paying jobs. “Empowering” skills prepare
workers for continuous change, and demand for them has already started to surge. The demand
for Al fluency has increased 11times since 2022, as demand for adaptability has increased
fivefold and demand for resilience, curiosity, and willingness to learn has tripled.

Workforce in motion: Skills and pathways to future jobs in the United States 3
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Introduction

Every generation confronted by a new technology asks whether machines will replace workers.
Steam mechanized production, electricity restructured factories, computers digitized information.
Artificial intelligence has revived the question with new urgency because it affects all workers and all
jobs, including cognitive work that once seemed resistant to automation.

Labor markets adjust to technology innovation and adoption not simply by shedding jobs but also by
creating new jobs and by reorganizing and reallocating work. Some activities are automated, others
become more valuable, new tasks emerge, demand expands in some sectors and contracts in others,
and workers move—or fail to move—between occupations, employers, and geographies.

Electronic spreadsheets do in seconds what took an accounting clerk a day before they came on the
market in the late 1970s, but while clerical roles built on manual calculation disappeared, accountants
did not. In fact, the US Bureau of Labor Statistics estimates that the profession will grow more rapidly
than the average over the next decade. Even as calculating a forecast became cheap, judgment and
expertise became more valuable.

While social media abounds with dire predictions about the impact of Al on labor, the United States is
likely to have more jobs available in 2035 than today, but with fewer workers because the population
is aging. While estimates of the full impact of Al on the workforce differ widely, our base estimate
indicates that automation could reduce labor demand by the equivalent of roughly 36 million jobs,
while growth in the Al value chain and the broader economy could generate demand for more than
40 million jobs over the next decade.

Our estimates reflect four factors. First, automation enabled by Al and other technologies could
reduce labor demand, but not on a one-for-one basis, because automation of work does not translate
directly into job losses. Second, the demographic backdrop and rising living standards could drive
sustained labor demand growth in the “human economy”—jobs that are often harder to automate
and already face or could face labor shortages. Third, the Al boom, combined with the need to
modernize infrastructure, could increase demand for workers in both the “physical economy” and

the “tech economy.” Finally, we expect Al itself to create new jobs that we cannot yet imagine, just as
previous general-purpose technologies did. Much of this shift would occur within occupations, but
roughly 11 million US workers, or about 7 percent of current employees, might need to shift between
occupations to secure new jobs.!

Counting jobs is an insufficient measure of the impact of new technology. Job opportunities can be
abundant and yet leave millions of workers without work if those positions require different skills,
credentials, locations, or pay structures than current jobs. Many growing jobs in the next decades will
require new and more skills, so having viable pathways from shrinking to growing jobs will be critical
to successful transitions in a labor market shaped by automation.

A pathway provides a practical route between occupations and is shaped by four conditions—
destination demand, skill adjacency, wage preservation, and time needed to acquire credentials.

A direct pathway will take a worker to a growing occupation with limited retraining and no loss of
income, while a winding pathway requires developing more new skills or accepting pay cuts. An
unpaved pathway is strewn with large skills gaps, lower wages, or additional required credentials. Any
of these pathways can be blocked by barriers too large to overcome in practice.

Workforce in motion: Skills and pathways to future jobs in the United States 4
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The quality of the pathway into a new or changing occupation matters (Exhibit 1). While almost
every worker in the US economy has at least one pathway to a new job, only one in seven workers
has a direct pathway to new work. The skills workers carry from one occupation to another are the
keys to navigating pathways to new jobs successfully. Some skills are required in a wide range of
occupations, and some are concentrated in higher-paying work. Skills like adaptability, curiosity,
resilience, and a willingness to learn may increase in value because they help workers acquire new
capabilities as work changes.

But while skills facilitate mobility, a variety of bumps along pathways can become barriers. A worker
may have the skills needed for a job in a growing occupation, but other factors—requirements

for alicense or specific academic degree, or amove to a region with a different language—may
make it unattainable. In this report, we examine skills and barriers that shape pathways to growing
occupationsin the era of Al.

Exhibit 1

The workforce challenge ahead is connecting workers to growing jobs
through high-quality pathways.

Three pathways from declining to growing labor demand

DECLINING
LABOR DEMAND

Automation reduces
labor demand related to
tasks where productivity
gains translate into
workforce reductions

Broader structural shifts
such as digitalization

and changing patterns

of consumption further
reduce demand in some
US occupations

Direct pathway

Short, direct road: High skill match, no wage loss,
or fast credential timing

Winding pathway

Some detours: Moderate skill match, some wage loss,
or moderate credential timing

Unpaved pathway

Long and uncertain: Low skill match, high wage loss,
or extended credential timing

a

WHAT SHAPES PATHWAY QUALITY

Skills (accelerators)
Workers' skills determine which occupations
they can most easily move into

GROWING
LABOR DEMAND

Human economy evolution
expands healthcare, care,
and service occupations as
the economy grows

Physical economy
revival increases demand
for construction, energy,
and skilled trades

Tech economy acceleration

creates digital and technology

infrastructure jobs

Al also creates new
occupations and expands

business creation, innovation,

and market efficiency

Source: McKinsey Global Institute analysis

McKinsey & Company
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Barriers
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Why jobs change

While the precise number of jobs that Al may create or displace is uncertain, the
technology together with broader economic trends could give rise to 41 million
jobs in the United States over the next decade. In our base estimate, automation
adoption could reduce labor demand by 21 percent of current work hours,
equivalent to about 36 million jobs. For roughly 25 million of these workers,
growth in their current occupations could offset the impact of automation,
allowing them to stay in the same occupation, although their jobs could change.
The remaining 11 million may need to switch occupations entirely. The next
decade’s challenge is mobility, not scarcity.

Demand for workers shifts because technology changes the number of workers needed to perform
existing work. On its own, artificial intelligence can have a direct impact on demand for some
occupations by automating or augmenting activities, which has raised fear and concern, and it can
increase work related to implementation, governance, supervision, and workflow redesign. But Al can
also indirectly create jobs by expanding demand for certain work, including in the infrastructure and
technology value chain, and can give rise to new products and industries, as well as contributing to
economic growth more generally.

Moreover, Al is taking hold as society is aging. People are living longer around the world, and fewer
babies are being born, particularly in developed countries. Previous MGl research estimates that

at the current rate of demographic decline, advanced economies would need to raise productivity
growth by two to four times current rates simply to hold per capita GDP growth steady through
2050. More older people and fewer people of working age are already increasing demand for home
healthcare workers, medical technicians, and food service workers, while demand for primary and
secondary education, toy manufacturing, and camp counselors is dropping. If the working population
is supported in making job transitions, artificial intelligence could greatly accelerate economic
growth. But if these transitions are handled poorly, only a few will benefit while the employment
outlook for many workers grows dim.

Workforce in motion: Skills and pathways to future jobs in the United States 7
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Automation adoption will be faster in office and admin, computer and
math, and sales occupations, and slower in healthcare

Early discussions about Al and the workforce focused on its potential impact on white-collar jobs, but
in fact automation adoption is likely to be highly uneven in all types of jobs. Historically, automation
has taken hold in fits and starts as organizations decide how and where to deploy new technologies,
where to wait, and where human work should remain central. Similarly, what Al can do as well as
where it can create value with acceptable levels of risk will determine its deployment and use.

Our analysis finds that occupations in office and administrative support will have the highest
expected average adoption, roughly 80 percent of current work hours by 2035. Automation could
take on 70 percent of the hours currently worked in technology and analytics occupations and

68 percent in retail and sales occupations (Exhibit 2). By contrast, the technology will likely roll out
more gradually into 26 percent of work hours in healthcare professionals, and 28 percent of public
safety and security occupations.?

Sidebar

Our methodology

We use a methodology consistent with
previous McKinsey Global Institute (MGI)
research on the future of work to model how
labor demand and occupational transitions
could evolve from 2025 to 2035. Our analysis
probed two questions: (1) How could labor
demand grow or decline across occupations
as automation, Al, and other structural forces
reshape the US economy?; and (2) How
readily could workers move from shrinking
occupations into expanding ones?

We build on MGI’s established automation
methodology, which models work activities
and occupations using the Standard
Occupational Classification (SOC) system
from the US Bureau of Labor Statistics (BLS).
For this analysis, we map those estimates

to the more detailed Lightcast Occupation
Taxonomy (LOT) from Lightcast LLC, which
includes about 1,800 occupations. This
allows us to analyze labor demand at a more
granular occupational level while maintaining

consistency with MGI’s underlying
automation model. Changes in occupational
labor demand are in full-time equivalents
(FTEs) by 2035 relative to a 2025 baseline.

1. Sizing growing and declining occupations
Our analysis is designed primarily to estimate
how the composition of US employment
could shift rather than to produce an
independent forecast of total employment.
We anchor aggregate employment growth

to the BLS projection of approximately 3.1
percent over a decade, while our model
determines how that demand is distributed
across occupations as the forces described
above take effect.

For each occupation, we estimate the net
change in labor demand by combining
forces that could reduce demand—notably

automation—with forces that could increase it.

1.1. Labor-demand reductions from
automation. We build on MGI’s existing

automation model, which estimates

the technical automation potential of
individual work activities and defines
adoption scenarios reflecting how quickly
technologies could become feasible and
economical and could diffuse over time. We
extend that approach in two ways.!

First, we account for the feasibility of
adoption within occupations by selecting a
different adoption scenario for each detailed
work activity—occupation pair, rather than
assuming adoption proceeds at the same
speed across occupations. We use a scoring
framework that captures factors likely to
accelerate or slow adoption, including the
codifiability, routineness, and verifiability of
the work; required workflow reconfiguration;
and regulatory, business, reputational, and
social constraints. We also account for the
fact that activities within a job are bundled
and cannot necessarily be automated
independently.?

" “The economic potential of generative Al: The next productivity frontier,” McKinsey Global Institute, June 14, 2023; “Agents, robots, and us: Skill partnerships in the age of Al,”

McKinsey Global Institute, November 25, 2025.

2 For example, Al can increasingly interpret medical images, but radiologists bundle image interpretation with reviewing difficult cases, coordinating with other clinicians, informing
treatment decisions, and taking responsibility for the diagnosis. Automating one activity therefore does not necessarily eliminate the broader bundle of work. For more, see Luis
Garicano, Jin Li, and Yanhui Wu, Weak bundle, strong bundle: How Al redraws job boundaries, CEPR discussion paper number 21453, Centre for Economic Policy Research, May 2026.

Workforce in motion: Skills and pathways to future jobs in the United States 8
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Our methodology

Second, we distinguish between work hours
automated and labor demand reduced. Not
every hour freed by automation translates
proportionally into less employment. Some
capacity may instead be offset by reduced
excess working hours, additional demand
from productivity gains (“Jevons paradox”),
or new activities such as overseeing,
managing, and working alongside Al systems.
Organizational and regulatory barriers

may further limit reductions in head count.®
Together, these adjustments translate
projected automation adoption into an
estimated reduction in full-time-equivalent
labor demand. Two assumptions are
particularly uncertain: the pace of automation
adoption and the extent to which automation
translates into lower labor demand. We
therefore test alternative assumptions for
both. Faster adoption and greater labor
substitution increase transition needs, while
slower adoption or greater augmentation
reduces them. These scenarios test the
sensitivity of our results rather than defining
precise upper and lower bounds. For more
detail, see the technical appendix.

1.2. Labor-demand increases from Al

value chain needs and broader structural
trends. We model forces that could increase
labor demand in three broad parts of the
economy. Each is estimated using primary
or third-party sources, while anchoring the
total number of jobs in the BLS employment
growth projections, and translated into
occupational demand using driver-specific
relationships rather than assuming
employment rises one-for-one with spending
or population growth.

— Human economy. We model demand
for people-centered services as the
population ages, shifts in health and
healthcare utilization, rising living
standards, changes in postsecondary
education, and the marketization of unpaid

The great workforce

Chapter 3:
Pathways lead to
growing jobs

Chapter 4:
Expand access to
better pathways

household work. We adjust overlapping
drivers to avoid double counting.

—  Physical economy. We estimate labor

demand associated with construction,
infrastructure, and energy investment,
drawing on McKinsey research and
third-party investment forecasts

and translating that investment into
occupational demand.

— Technology economy. We estimate

employment associated with growth in
technology spending and the build-out of
Al and digital infrastructure, and map that
investment to the occupations needed to
deliver it.

We use an MGl input-output model to capture
indirect effects as additional demand flows
through suppliers and their supply chains.

1.3. New occupations created by Al. Based
on our analysis of employment associated
with previous general-purpose technologies,
we include a conservative estimate of
potential employment in new Al-related
occupations. We do not capture potential
additional demand from greater market
efficiency, faster R&D and innovation, or
higher rates of business creation.

2. Building pathways between
occupations

We next assess how readily workers in
declining occupations could move into
growing ones. We evaluate potential
occupation-to-occupation pathways and use
an optimization model to identify feasible
matches across the US labor market based
on four dimensions.

Skill adjacency. We derive the skills
associated with each occupation from
millions of Lightcast job postings. Using
semantic embedding, we measure the
similarity between skills in a worker’s current
occupation and those required in a potential

Chapter 5:
Reducing barriers

Chapter 6: Final

Enabling thoughts

transformations

destination. These comparisons allow us to
estimate how much of the skill set required
for a destination occupation is already
covered by the source occupation.

Credentials. We identify credential
requirements using Lightcast’s taxonomy,
supplemented with public licensing
information and a structured review of
regulated occupations. We distinguish
legal or core requirements from credentials
strongly preferred by employers, excluding
ancillary credentials of limited importance.

Time to train. For each occupation-to-
credential pathway, we estimate the minimum
realistic time required to obtain necessary
qualifications, including prerequisite
education, formal training, supervised or
clinical hours, and licensing examinations.
We estimate training time from three starting
points: a high school diploma, an associate
degree, and a bachelor’s degree. We used
alarge language model to identify and
synthesize publicly available credential

and training requirements and to derive
estimated training times for each pathway.

Wages. We use advertised wages from
Lightcast job postings to compare pay
between source and destination occupations.
This reflects posted base pay rather than
total compensation.

The optimization combines these dimensions
into a transition-cost framework that favors
pathways preserving workers’ wages while
also accounting for skill gaps, credential
requirements, and training time. Based on
the resulting transition cost, we classify
pathways as straight, winding, or unpaved.

3 Jevons paradox describes how greater efficiency can increase total demand by lowering effective costs. Applied to labor, Al may make a task cheaper to perform, increasing
demand forits output enough to offset some or all the labor hours saved.

Workforce in motion: Skills and pathways to future jobs in the United States 9
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Exhibit 2

Automation adoption varies substantially within occupational groups, not
just between them.

Likely automation adoption by 2035, by occupational group in the US!

Occupation within each group that represents:
Lowest adoption @ Average adoption, weighted by full-time equivalent (FTE) workers @ Highest adoption

Occupational group Adoption as a share of current work hours, % FTE count,
million

O 10 20 30 40 50,60 70 80 90 100

‘ o ‘ o 018.0

o o o 04

Office and administrative support
Agriculture, fishing, and forestry
Technology and analytics
Manufacturing and production
Retail and sales

Business and finance

Food service

Arts, media, and entertainment ‘ { (] O 19
Transportation and logistics ’ [ ] Q 13.8
Installation and repair . (] O 641
Engineering and architecture o ‘ o O 286
Personal care and services { ) : { } O 33
Legal | @ : o O 13
Construction : o : { ] Q 6.6
Management } ® : @ O 1.2
Education } o : o Q 9.0
Science and research } o ‘ (] O 14
Social and community services } [ ) ‘ () O o7

Workforce in motion: Skills and pathways to future jobs in the United States

Final
thoughts

10



Chapter 1: Chapter 2: Chapter 3: Chapter 4: Chapter 5: Chapter 6: Final
ﬁ Why jobs change The great workforce Pathways lead to Expand access to Reducing barriers Enabling thoughts

reallocation growing jobs better pathways transformations

Exhibit 2 (continued)

Automation adoption varies substantially within occupational groups, not
just between them.

Likely automation adoption by 2035, by occupational group in the US?

Occupation within each group that represents:
Lowest adoption @ Average adoption, weighted by full-time equivalent (FTE) workers @ Highest adoption

Occupational group Adoption as a share of current work hours, % FTE count,
million
O 10 20 30 40 50 60 70 80 90 100
Cleaning and grounds maintenance | | ( ) ‘ () O 4.6
| |

Healthcare support | ( ) ! } () O 7.9
| \

Public safety and security () | ? () a7
| |

Healthcare professionals ‘ ‘ { ‘ ‘ ‘ ' ‘ ‘. O o8

0O 10 20 30 40 50160 70 80 90 100
Overall weighted average

T Automation adoption is defined as the share of current work hours potentially automated or meaningfully augmented.
Source: US Bureau of Labor Statistics occupational employment data; MGl employment forecast model; McKinsey Global Institute analysis

McKinsey & Company

Variation of automation adoption within occupational groups is almost as important as variation
between them. For example, the expected adoption for office and administrative support roles ranges
from roughly 48 percent to 96 percent of current work hours. Similar dispersion appears across most
occupational groups, illustrating how the pace of automation adoption is ultimately determined by the
activities workers perform.

To capture this variation, we evaluate the potential for automation adoption at the occupational and
detailed-work activity level rather than assigning a single score to an entire occupation. Each activity
is assessed on eight dimensions that influence the pace of adoption. Four dimensions—codifiability,
repetitiveness of task, ease of verification, and degree of reconfiguration required to enable
automation—cover the feasibility of automating an occupation with Al.2 The other four—regulatory
constraints, social acceptability, business criticality, and reputational risk—encompass challenges
to overcome. Activity-level scores are then rolled up into an adoption estimate for each occupation,
weighted by the time spent on each activity, which surfaces variation across occupations.

This variation explains why organizations do not necessarily adopt automation even wheniit is
technically feasible. Instead, companies adopt it first where it creates value with acceptable levels of
complexity and risk. Activities that are codifiable, are routine, are easy to verify, and require limited
workflow redesign are often first to use Al. By contrast, activities involving tacit judgment, physical
interaction, regulation, trust, or high business criticality are likely to adopt automation more gradually
because the cost of errors is substantially higher.

Workforce in motion: Skills and pathways to future jobs in the United States 11
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Our adoption estimates are therefore directional rather than deterministic. They identify the
occupations where automation is likely to become economically attractive first, not the speed at
which every organization will deploy it. Actual adoption will continue to depend on workflow maturity,
data quality, operating discipline, leadership priorities, and business context, so two organizations
with similar workforces may experience very different adoption trajectories. Technology determines
what is possible, but managerial choices determine how quickly those possibilities become reality.

Higher levels of automation adoption don’t necessarily mean fewer jobs

Across the US economy, we estimate that automation technologies could absorb about 54 percent of
current work hours by 2035—but that won'’t translate one-for-one into reduced demand for workers.
We estimate that organizational and market mechanisms could offset about 60 percent of the labor
impact of automation adoption, reducing labor demand by the equivalent of about 21 percent of
current work hours (Exhibit 3). This doesn’t take into account the offsetting impact of other forces,
such as economic and income growth, demographic shifts, and new jobs created by Al.

Moving from activities to jobs is not straightforward, because occupations are bundles of
interdependent activities, not just collections of independent tasks.* When an automated activity
requires judgment, coordination, accountability, or other work only a human can do, automation may
change the mix of work without eliminating the job.? While automation may reduce the labor required
to perform existing activities, four mechanisms can offset its impact on labor demand.

The first mechanism is overwork alleviation. In occupations facing chronic labor shortages,
excessive workloads, or sustained overtime, productivity gains may allow workers to return to more
sustainable working patterns rather than reducing employment.® Employees working overtime are
about 60 percent more likely to be injured, and those working more than 55 hours a week have a

35 percent higher risk of a stroke, than colleagues working fewer hours.” Staffing gaps and long
hours are often primary constraints in nursing, crane operation, and other occupations® with labor
shortages. In these settings, automation may reduce overtime, burnout, and attrition while improving
service quality, leaving head count unchanged.® Of course, overtime pay is a key source of household
income for some workers, so less overtime may need to be offset with better jobs or higher wages.

The second mechanism is productivity-induced demand (Jevons effect).”® Higher productivity often
lowers the cost or increases the quality of services, encouraging organizations to deliver more of

the same work rather than reduce employment. Auditing is one example. A recent study found that
employment of auditors increased 4.3 percent after the adoption of Al. Audit quality also improved,
suggesting that productivity gains were used to expand audit capacity and quality rather than reduce
labor demand." Similar dynamics can emerge wherever substantial uynmet demand already exists.
Productivity expands capacity, increasing output rather than reducing labor.

The third mechanism is new work activities.”? Al rarely reduces human work without also creating
new responsibilities. As routine activities become automated, workers spend more time reviewing
Al-generated outputs, handling exceptions, assuring quality, coordinating Al-enabled workflows,
documenting decisions, and supervising intelligent systems."® A professional who spends less time
drafting documents may spend more time advising clients. A customer service agent who answers
fewer routine questions may spend more time resolving complex cases. Rather than creating entirely
new occupations, these activities often reshape existing ones as work hours done by Al are absorbed
by new employee tasks.

Workforce in motion: Skills and pathways to future jobs in the United States 12
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The fourth mechanism is barriers to displacement. Even when organizations automate work,

Final
thoughts

regulatory constraints, labor agreements, contractual obligations, or social expectations may require

or encourage workers to remain in their roles. Some organizations may adopt automation while
retaining workers whose activities have changed, with potential adjustments to workforce levels

occurring gradually over time including through natural attrition.

Exhibit 3

About 60 percent of automation adoption may not translate into reduced
labor demand.

Change in share of current work hours in the US with likely automation adoption by 2035

B Mechanisms that could offset ~60% of automation adoption’s —

A

Baseline
change in
work hours,
with likely
automation
adoption

impact on labor demand, percentage points

Overwork
alleviation

Roles with
persistent
staffing shortages
or overtime (eg,
nurses, crane
operators) can
move to standard

Productivity-
induced demand'

Higher worker
productivity can
stimulate demand
(ie, Jevons
paradox), leading
to greater
volumes of work

New work
activities

Collaboration
with Al to
increase output
and productivity
introduces new
activities such
as oversight and

Barriers to
displacement

Regulatory
constraints,

labor agreements,
contractual
obligations, or
social expectations
can limit workforce

work hours (eg, radiologists) quality control reductions
Potential impact

Lower overtime, Higher output Higher output Productivity gains
reduced burnout and service and service constrained in the
and attrition, levels without levels without short term,

improved service
quality

proportional
headcount growth

proportional
headcount growth

potentially obtained
gradually through
natural attrition

Adjusted
change in
work hours

Reduction
in labor
demand due
to automation?

'Based on external and internal demand increase. Includes 0.5% of roles that are indivisible, for which organizations need at least one person (eg, CEO).
2Assuming labor equilibrium from BLS 202434 projections, which implies 3.1% growth on current baseline (154 million to 159 million US workers).
Source: MGl automation model; MGl labor reduction model; McKinsey Global Institute analysis

McKinsey & Company
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Automation affects labor demand differently across occupations

Some occupations may be highly disrupted, with high adoption translating into substantial labor
reduction when work is routine, high volume, and relatively easy to separate. An example is call-
center jobs (Exhibit 4). Others may mostly be augmented, with Al changing how work is performed but
the need for human judgment, expertise, or accountability continues to limit displacement; examples
include insurance sales agents and underwriters. A third group of occupations may experience

lower disruption because work in them depends heavily on physical presence, regulation, or human
interaction; for example, teachers. Finally, some occupations, like tractor-trailer truck drivers and

Exhibit 4

The impact of automation on labor demand varies widely between
occupational groups.

Share of current US work hours that by 2035 can face automation adoption and reduced labor
demand, by occupational group

Circle size = full-time equivalent workers today, million 15
45 i
Latent disruption | High disruption
~ O/O : . ~. 0/
(~10%) | Office and (~40%)
40 ~ ' administrative
1 support —
35 - Transportation 3
and logistics
30 ! Retail and sales
Reduced ‘ | )
labor 25 - ! ~ Manufacturing
demand ‘ and production
dueto w
automation, oo -
% Y

@
Education ! . BudSIfneSS
© 7 ! and finance
\O; °

107 Healthcare \ ‘

|
|
professionals 6 Construction

Lower disruption 3 Mostly augmentation
(~30%) ! (~20%)
O T T T T i T T T T

0 10 20 30 40 50 60 70 80 90 100

Automation adoption, %

Source: US Bureau of Labor Statistics occupational employment data; MGI employment forecast model; McKinsey Global Institute analysis

McKinsey & Company
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janitors, may experience latent disruption, when long-term automation potential exists but physical
variability, implementation complexity, or weak economic incentives may slow adoption.™

Thus, automation adoption and reduced labor demand are fundamentally different concepts.”® This
distinction materially changes the employment picture and varies considerably across occupations.

Similar levels of automation adoption can have different impacts on labor demand depending on how
productivity gains are absorbed. Al and other automation technologies may convert a relatively large
share of activities in routine, high-volume occupations such as office and administrative support,
retail and sales work, and transportation and logistics into fewer jobs because the activities it can
automate are more easily separated from the rest of a role. By contrast, occupations in the legal,
management, and engineering and architecture professions may have meaningful automation
adoption but substantially lower reduction in labor demand because productivity gains are more
often absorbed through augmentation, new Al-enabled work, and human oversight rather than
through workforce reduction.

Organizational context further shapes outcomes. Companies with persistent labor shortages may
use Al primarily to expand capacity, improve quality, or reduce burnout. Businesses with greater cost
pressure and less growth opportunity may convert a larger share of productivity gains into lower
labor demand. Company size also matters. Smaller organizations often cannot divide roles even
when many tasks are automated, while larger organizations have greater flexibility to reinvent work
and adjust head count. Industry characteristics, workflow maturity, operating models, regulation,
and leadership choices all influence how much of Al's technical potential ultimately translates into
changes in the labor market.

Al expands the frontier of what organizations can accomplish with a given amount of labor. Whether
those productivity gains lead to fewer workers, higher output, better quality, shorter turnaround
times, less overtime, reduced attrition, or entirely new forms of work depends on how organizations
and labor markets absorb the technology. Al has productivity potential, and labor demand reflects
how that potential is deployed.

Our base case estimate depends on two uncertain factors, how quickly organizations adopt
automation and how much automation reduces labor demand. If automation adoption moves
materially faster or reduces demand for labor more, the number of workers needing to change
occupations could increase from our base estimate of 11 million to more than 16 million. Conversely,
slower automation adoption or less reduction in labor demand could mean only about six million
workers need to transition (for more, see the technical appendix).
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AI will spur new work in different parts of the US economy

History suggests that periods of major technological change create new work rather than simply
replacing existing work. Since the Industrial Revolution, every major general-purpose technology
including steam power, electricity, the internal combustion engine, telecommunications, computers,
and the internet has enabled entirely new occupations that could not have existed before the
technology emerged (Exhibit ©). Steam power created railroad conductors, boilermakers, and
locomotive engineers. Electrification required electricians, elevator installers and repairers, and
radiology technicians. The internal combustion engine created demand for aircraft pilots, and
automotive mechanics. Telecommunications needed telephone operators, broadcast announcers,
and equipment installers, while computers and the internet gave rise to occupations such as
software developers, computer systems analysts, and information security analysts. Over time, each
technology created not only new occupations but also entirely new industries, business models, and
supporting services.

Technology is not the only source of new occupations. Aging populations, rising incomes,

and changing patterns of consumption have also created entirely new categories of work.

As households became wealthier, activities once performed informally in the home became
professionalized and commercialized, creating occupations such as personal care aides, childcare
workers, yoga instructors, and many other service occupations that support modern lifestyles.'
These occupations illustrate how structural economic change, not technology alone, has been a
powerful engine of job creation.

Occupations resulting from the deployment of successive general-purpose technologies account for
about a third of US employment today, while occupations that emerged as incomes rose account for
more than one-fifth.”” The cumulative effect of these transitions is a workforce that looks nothing like
the workforce of a century ago.®® In 1920, roughly one in four US workers was employed in agriculture;
today, farming accounts for less than 2 percent of employment.’® Some of the jobs that replaced farm
work demanded more cognitive and technical skills and paid more, while many others were oriented
toward services rather than the production of raw goods. We expect Al to extend this trend rather
than break it, leading to an economy whose occupational structure looks substantially different a
generation from now.

Drawing on the historical rate of annual occupation creation linked to adoption of previous general-
purpose technologies in the US economy, we estimate that Al could create roughly 500,000 to

two million new jobs in occupations that do not yet exist or are too small to measure today.?’° Some

of these roles may span the Al value chain, from model development, Al infrastructure, and agent
engineering to workflow design, Al governance, human oversight, and evaluation. Other roles could
emerge as Al matures and accelerate new business creation and innovation to a much greater extent
than previous general-purpose technologies.?'
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Exhibit 5

Every major general-purpose technology has created new occupations, as
have rising living standards.

Share of US employment in occupations created by each general-purpose technology,%

o Il New occupations

created by rising

50 living standards?

B Computers
and internet

45
M Telecommunications

Internal combustion
engine

M Electricity
B Steam

40
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Total US employment, million

12025 figures are estimates from US Bureau of Labor Statistics (BLS) Occupational Employment and Wage Statistics (OEWS) May 2025. IPUMS microdata for
2025 were not available at the time of analysis.

20ccupations that scaled after 1950 through demographic growth and rising incomes. They represent the professionalization of services that support modern life.
Source: IPUMS USA microdata (University of Minnesota); US Census Bureau data (1850-2024); BLS OEWS, with workers’ own occupation-to-general-purpose-
technology wave classification; McKinsey Global Institute analysis

McKinsey & Company

Macroeconomic forces will shape labor demand as much as or more than Al

We rely on employment projections from the US Bureau of Labor Statistics for 2035 employment
levels in this research, modeling various drivers of labor demand to understand how the mix of

jobs might change. The largest sources of labor demand may come from broader structural forces
such as demographic change, rising living standards, investment in physical infrastructure, and the
expanding digital economy (Exhibit 6). Together with the automation-driven reductionin labor
demand and our estimate of 500,000 to two million jobs in new Al-era occupations, these forces
account for the overall employment change captured in our analysis.
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Even as automation reduces demand for labor in some tasks, overall labor
demand will expand.

Change in US labor demand, full-time equivalent workers, 2025-35, million

Reduction I Increase

Macrotrends

Net change

What each includes’

Reduction in labor demand
from Al and other
automation technologies

A fraction of automation adoption turns
into reduced labor demand based on factors
such as complexity, risk and new work creation?

r Rising livin Higher incomes and education levels,
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evolution Longer, Increasing age of the population,
healthi:ar lives -0.5 . +8 alongside the rise of new drugs and
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Physical housing affordability by boosting housing supply
BCONOIMY | o
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Total
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'All trends include direct impact as well as higher-order supply chain impact through the MGI Economics Research input output model.
2Also includes health impacts of climate change.
3This represents 21% of reduction in labor demand driven by automation, over the total size of the workforce in scope.
Source: MGl Employment Forecast Model based on data from UN; World Bank; Oxford Economics; S&P Global Market Intellgence; IDC; MGI automation model
and MGl output-job multipliers; McKinsey Global Institute analysis
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The human economy is one of the largest growth engines in the United States. Rising living
standards may account for approximately eighteen million jobs as households and firms purchase
more services, professionalize work that was once informal, and increase demand for management,
business operations, hospitality, personal services, workforce training, and other coordination-
intensive work. Aging is likely to increase demand for long-term care, chronic and specialty care,
home-based support, pharmacy, nutrition, care coordination, household support, and related
services. We estimate that demographic shifts will create an additional eight million net additional
jobs.

The physical economy is another engine of job growth. Housing shortages, infrastructure renewal,
grid modernization, electrification, industrial capacity, and reshoring require workers in construction,
installation, maintenance, repair, transportation, warehousing, and skilled trades. These jobs are
often place based and physical, which can make them less vulnerable to Al substitution but more
exposed to geographic mismatches. We estimate that construction needs will add roughly three
million full-time equivalents (FTEs), and the energy build-out fueled by Al and other factors will
contribute an additional two million.

The technology economy is equally important to job creation. Growth in software, cloud computing,
e-commerce, advertising, streaming, gaming, data services, and digital operations is expanding
labor demand for engineers and data specialists as well as for product managers, customer-support
teams, implementation specialists, trust and safety roles, sales operations, content operations, and
business functions that keep digital businesses running. We estimate a net increase of roughly three
million FTEs from the surge in the digital economy over the next decade before taking account of
Al-driven reductions in labor demand in these occupations.

The technology economy also has a physical backbone. Data centers, semiconductors, networking
equipment, devices, robotics, cooling systems, grid connections, and backup power all require
workers to build, maintain, repair, and operate them. The analysis estimates that the technology
infrastructure boom will account for roughly two million additional FTEs. This labor demand may rise
and fall with investment cycles, but the need to support the physical infrastructure will likely remain a
meaningful source of work.

To be sure, not every job growth engine is equally certain, equally permanent, or equally accessible.
Some physical build-out will be project based. Some technology infrastructure demand will depend
on investment cycles. Some healthcare demand will be shaped by productivity, care models,
pharmaceuticals, public funding, and regulation. The more certain conclusion is that labor demand is
already shifting to different occupations, skill sets, wage bands, credentials, and geographies, which
will offset falling labor demand in other occupations.

These estimates describe the long-run balance between declining and growing labor demand, not
the path the labor market takes to reach it. Over the next decade, businesses may reduce demand
for 36 million jobs while simultaneously creating demand for 41 million others as automation, Al,
and structural growth reshape work (Exhibit 7). These shifts relate to additional labor-demand
adjustments associated with Al and broader structural trends and are incremental to the normal
dynamics of the labor market, which includes quitting, retirements, business-as-usual hiring, and
cyclical layoffs.

Within occupations, a total of roughly 25 million jobs are likely to “net out” as automation decreases
demand for a job while macroeconomic trends increase demand for it. Whether this happens without
displacement depends on timing. If automation-driven reductions and macroeconomic-driven
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Exhibit 7

Most labor demand reduction could be offset by growth within the same
occupations.

Change in US labor demand, full-time equivalent workers, 2025-35, million

< Reduction : Increase * Movement within occupations
‘ + Of 36 million jobs lost to declining
demand, 25 million are offset by

; growth within the same occupations.
/ | + But automation and demand growth

[ : \ rarely move at the same pace. When
automation outpaces demand growth,
displacement can happen before the
offsetting jobs are created.

M

Iy

/

———— Transitions (movements across occupations)

« 11 million declining jobs and 16 million in new * 5 million jobs might

Job openings cannot be absorbed within the have to be filled with new
same occupations. 11 million workers will then entrants (students, migrants,
have to transition into growing occupations. returning workers).

Source: MGl employment forecast model; McKinsey Global Institute analysis

McKinsey & Company

job creation move at a similar pace, workers can migrate directly into new roles, but if automation
outpaces demand growth, displacement may occur before any offsetting jobs materialize.

For example, demand for software developers fell sharply from its peak in 2022 as companies
corrected pandemic-era overhiring but also increasingly due to Al’s automation of software
development tasks. Since early 2025, however, job postings seeking software developers have
increased by about 15 percent. Today’s gaps are in senior and Al-oriented roles, suggesting that Al is
creating demand for new technical capabilities even as it automates others.??

The remaining 11 million jobs subject to reduced demand and 16 million in new job openings exceed
what any single occupation can absorb on its own and may require workers to move into different
occupations altogether.

Alis likely to shift labor demand within and between occupations, but to different degrees.
Understanding which occupations will experience dwindling demand and which ones will see
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CHAPTER TWO

The great worktorce
reallocation

growth can inform efforts to mitigate the impact of Al on the workforce and reshape labor markets
with less disruption.
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Exhibit 8

Roughly 770,000 workers might need to make cross-group transitions
every year, 3.6 times the historical rate.

Workers making transitions between occupational groups in the US, annual average, thousand

B Annual average M Annual average
over prior 3-year periods over next 10 years

CovID

3.6x%

Greater than
215,000 annual
average for
non-COVID
years

T T
2010 2013 2016 2019 2022 2025 2035

\ \ \ \ \ \
629 795 764 2,365 390 7,700

Total transitions between occupational groups during each period, thousand

Note: Historical analysis based on IPUMS Current Population Survey (2010-25), weighted by final person weights. Occupational transitions are defined as net
declines in employment across occupations between two points in time, with gains excluded to avoid double counting and a retirement adjustment applied
proportionally by occupation. Transitions are aggregated to 23 SOC occupational groups; the sum of groups with negative net change represents cross-
occupational-group transitions.

Source: US Bureau of Labor Statistics; US Census Bureau; IPUMS USA microdata (University of Minnesota); McKinsey Global Institute analysis

McKinsey & Company

Roughly 11 million US workers may need to transition into new occupations

by 2035. Meeting that need will require about 770,000 workers to switch
occupational groups each year, roughly 3.6 times the historical average. While
16 million new jobs could open up, filling them will depend on whether workers
have the skills those jobs require. Jobs may be plentiful, while direct pathways to
them may not.

What makes the workforce shifts coming over the next decade different is not how many workers
move but where they need to move; in other words, a story of reallocation. Historically, transitions
have occurred either within broad occupational groups requiring similar skills or within a single
occupation, lowering barriers to mobility. We expect most of the workers in the 36 million jobs
disrupted by automation to follow the latter pattern and transition into a job in the same occupation.
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Automation could have a bigger impact on food service jobs

Many analyses of technology’s impact on
work focus on Al exposure. Under that

lens, physical occupations often appear
relatively insulated because Al's most direct
applications affect cognitive rather than
physical activities. Recent OECD analysis, for
example, puts food preparation assistants
among the occupations least exposed to Al

Our analysis, however, takes a broader

view, assessing exposure to automation
technologies beyond Al, such as software or
robotics, and combinations such as physical
Al. Additionally, we analyze how much of
capacity freed up by automation reduces
labor demand or instead is absorbed by
forces such as the Jevons effect. Applying
that broader lens changes the picture for
food service work.

Many food service activities can be relatively
amenable to automation. Preparing
ingredients, cooking standardized items,
assembling orders, cleaning, and handling
dishes are often repetitive, follow defined
processes, and produce outputs that are
easily checked. Some customer-facing
activities can also be automated through

technologies such as self-service ordering
and self-checkout. Chain restaurants

can further facilitate automation through
standardized equipment, ingredients, and
workflows. Automation adoption could vary
across roles, however: human interaction is
often part of the value proposition for servers
or baristas, while many repetitive, back-of-
house activities face fewer such constraints.

The technology frontier is moving as well.
McKinsey’s 2026 restaurant research
describes automated kitchens, food
preparation robots, and the prospect of
alargely automated back of house, with
humans focused more on hospitality

and customer connection.? Restaurant
operators are already exploring robotics for
dishwashing, fry stations, burger flipping,
and line preparation.® A 2026 robotics
demonstration automated not just washing
dishes, but loading used dishes onto racks,
moving racks into and out of a commercial
dishwasher, and unloading clean dishes.*

Automation adoption, however, does not
translate one-for-one into employment
decline. Some of the capacity freed up by

Chapter 5:
Reducing barriers

Chapter 6: Final

Enabling thoughts

transformations

automation may be absorbed by higher
demand, although this offset may be limited
in food service: automating one activity
reduces only a fraction of the total cost of
ameal, while restaurant demand is only
moderately responsive to price.® Other
forces, such as rising incomes and growing
demand for food away from home, can also
support employment even as individual
activities are automated.®

Recent employment trends reflect these
competing forces, as well as the disruption
and recovery from COVID-19. From May
2019 to May 2025, overall food service
employment rose about 1 percent, while
employment remained below pre-pandemic
levels for waiters and waitresses by about
12 percent, short-order cooks by 9 percent,
dishwashers by 7 percent, and fast-food
and counter workers by 4 percent.” These
shifts do not establish automation as the
cause, but they illustrate why looking beyond
aggregate employment and Al alone can
produce a different view of how technology
may reshape food service work.

" Skills in the Al age, Artificial Intelligence Papers, number 60, OECD, July 2026.

2 “A taste of what’s next: Perspectives on the future of restaurants,” McKinsey, March 10, 2026.

3 “How the world’s largest restaurant franchise operator uses Al,” McKinsey, January 9, 2026.

# Yoshiki Mori et al., “Design methodology for workspace adjustment of industrial robot arms using a long end-effector: Implementation in a dishwashing robot system,” International
Journal of Advanced Manufacturing Technology, April 2026, Volume 14.3.

5 James Bessen, “Automation and jobs: when technology boosts employment,” Economic Policy, Volume 34, Issue 100, October 2019, pp. 589—626; llya Rahkovsky, Young Jo, and
Andrea Carlson, Consumers Balance Time and Money in Purchasing Convenience Foods, Economic Research Report No. 251, US Department of Agriculture Economic Research
Service, June 2018. Bessen finds that the employment-expanding effects of automation depend on the elasticity of demand. USDA estimates own-price elasticities of —0.92 for

fast food and —1.15 for full-service restaurants.

8 “Food demand analysis,” US Department of Agriculture Economic Research Service, updated August 1, 2025; “What US consumers want from restaurants in 2026,” McKinsey,

January 8,2026.

7 “*Food preparation and serving related occupations,” US Bureau of Labor Statistics, May 2019; “Table 1. National employment and wage data from the Occupational Employment
and Wage Statistics survey by occupation, May 2025,” US Bureau of Labor Statistics, May 15, 2026.
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About five million jobs could be added in health and construction
occupations through 2035.

Net change in jobs in the US, 2025-35

Occupational Net jobs, million Change,
group < Decline | Growth » %
-4 -3 -2 -1 1 2
[ [ [ [ [ [

Healthcare support +21 26
Healthcare professionals - +1.4 15
Construction - +1.2 19
Management - +11 10
Technology and analytics - +0.8 16
Engineering and architecture _ +0.8 29
Manufacturing and production _ +0.7 8
Installation and repair - +0.7 il
Business and finance - +0.6 6
Education _ +0.5 6
Social and community services _ +0.4 13
Arts, media, and entertainment _ +0.3 17
Public safety and security _ +0.2 6
Science and research _ +0.2 17
Personal care and services _ +0.2 6
Legal i +0.1 il
Cleaning and grounds maintenance I =041 -2
Agriculture, fishing, and forestry ! -041 -32
Transportation and logistics -0.6 -5
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About five million jobs could be added in health and construction

occupations through 2035.

Net change in jobs in the US, 2025-35

Occupational Net jobs, million Change,
group < Decline | Growth » %
-4 -3 -2 -1 1 2
[ [ [ [ [ [
Food service -0.7 -5
Retail and sales — 15 12
Office and administrative support -4.6 -26
[ [ [ [ [ [
-4 -3 -2 -1 0 1 2
Total' 11 million @ ‘ ® +16 million 3%
+5 million

Note: Bars show gross jobs gained and gross jobs lost within each occupation group. Groups are ranked by net change in jobs. Net values to the right of each bar
are jobs gained minus jobs lost within the group. The change column gives the net change as a percentage of the group’s 2025 employment. Figures may not sum

to 100%, because of rounding.

TIncludes an additional 1 million jobs in new US occupations created by Al, not in the chart.
Source: MGl employment forecast model; McKinsey Global Institute analysis

McKinsey & Company

Final
thoughts

However, roughly 11 million US workers may need to transition out of occupations with declining
demand into wholly new occupations by 2035. That figure represents about five million fewer
workers than will be needed to fill the new jobs opening in growing occupations. These occupational
transitions are a smaller but more visible outcome of the much larger labor-market shift, and they
could require substantially more movement across occupational groups over alonger period than
the US economy has typically sustained (Exhibit 8). Yet workers today move less from one employer
to another than they did in the late 1990s and early 2000s, notwithstanding a temporary surge in
mobility around the pandemic.?

Some 215,000 workers have needed to make transitions across occupational groups on average
each year, but the next decade may require roughly 3.6 times as many to make that leap annually.
To be sure, the labor market grappled with a comparable number of transitions across occupations
during and immediately after the COVID-19 pandemic, when about 788,000 workers made such
changes annually from 2019 to 2022 without the prolonged dislocation many feared.

What is different this time is the duration of the shift. A two- to three-year shock is one thing; a
decade-long one is another. This sustained demand for transition makes pathway quality the central
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Exhibit 10
Lower-income workers are more likely to need to transition into new jobs in
the next decade.
Relative likelihood of being affected by transitions, by demographic group, %

quintiles

Income level' l 7.6x

quintiles

or above l 1.8x

Education
Less than
bachelor’s
X
Gender l 16
X
Age l 1.6
v N
X
Race? 12
Hispanic
| | | | | | |
0 2 4 6 8 10 12

1Value for middle
2Value for Asians

Share of workers affected, %

wage quintile is 9%.
is 6%, 8% for Native American, 9% for Native Hawaiian, and 7% for 2+ races.

Source: US Bureau of Labor Statistics; Lightcast; MGI employment forecast model; McKinsey Global Institute analysis

McKinsey & Company
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constraint on the current reallocation. Changing occupational groups typically requires workers to
acquire more new skills, adapt to different work contexts, and overcome bigger credential, wage, and

geographic barriers than transitions within the same occupational group.

Although we project job openings may exceed the number of workers needing to change jobs, that
doesn’t mean there is a ready match for everyone. Workers don’t move around the labor market
as interchangeable units. They carry specific skills, wages, credentials, location preferences,
experience, and other constraints. The economy can generate more jobs than it loses, and many

workers will nonetheless have difficult transitions.
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Exhibit 11

Across sectors, employment could increase most in healthcare and
construction and could decline most in retail.

US employment growth by sector, 2025-35

Sector Change in full-time equivalents, Change,
With example occupations million %
< Decline | Growth »
-2 -1 1 2 3
| | | | |

Healthcare and social assistance
Caregiver; registered nurse 13
Professional, scientific, and technical services
Veterinarian, civil engineer 13
Construction
Construction worker; electrician 4
Manufacturing
Electronics assembler; production assembler 7
Educational services
Career counselor; vocational education instructor 3
Information
Software QA engineer; telecom field technician n
Wholesale trade i
Sales representative; account manager 2
Utilities
Utility line technician; plant operator I 18
Management of companies and enterprises
Project manager; software engineering manager I 4
Mining
Mining worker; oilfield worker I 13
Arts, entertainment, and recreation
Entertainment attendant; greeter 1
Other services
Administrative assistant; receptionist | -
Real estate, rental, and leasing
Rental clerk; administrative assistant I —4
Agriculture, forestry, fishing, and hunting
Farm worker; produce packager I -27

-3

Teller; customer service representative

Finance and insurance !
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Exhibit 11 (continued)

Across sectors, employment could increase most in healthcare and
construction and could decline most in retail.

US employment growth by sector, 2025-35

Sector Change in full-time equivalents, Change,
With example occupations million %

<« Decline | Growth »

Transportation and warehousing
Postal service worker; warehouse worker

Administrative, support, and government
Security officer; maintenance technician

Accommodation and food services

Dishwasher; hotel desk clerk #

Retail trade

Cashier; retail sales associate -18
| | | | |

Source: US Bureau of Labor Statistics; Lightcast; MGI employment forecast model; McKinsey Global Institute analysis

McKinsey & Company
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Exhibit 12

Decline is concentrated in office, retail and sales, and transportation
occupations

The decline side of the great reallocation may be highly concentrated (Exhibit 9). More than

75 percent of FTEs who may need to transition into new occupations work in just three of

22 occupational groups: office and administrative support, retail and sales, and transportation and
logistics. Within those groups, a small number of occupations account for a disproportionate share
of declining jobs due to adoption of automation technologies and other factors. About a third of FTEs
transitioning between occupations are in five occupations: customer service representatives, retail
sales associates, office assistants, cashiers, and warehouse workers.

This concentration suggests that practical pathways can be built for workers in a small set of
occupations where demand could fall, allowing employers, educators, and policymakers to target
their efforts.

Concentration also means the impact of automation falls unevenly. Lower-wage workers are 7.6 times
more likely to need to transition to a wholly new occupation than higher-wage workers (Exhibit 10).
Workers without a college degree are about 1.8 times as likely as those with at least a bachelor’s
degree to need to change occupations, while younger workers are about 1.6 times as likely as prime-
age workers, women are about 1.6 times as likely as men, and Hispanic and Black workers about

1.2 times as likely as White workers, a reflection of these groups’ representation in occupations in

Most of the workforce will go through reinvention, not just grow or shrink.

Share of employment by level of reinvention in the US, %

Workers in growing occupations @ Workers in declining occupations (O Other reinvention levels

Definition

Example

Low reinvention Medium reinvention High reinvention
28 47 25
0]0]00]010]010]0]0) 0/0]0]0]010]010]0]e, 000
0]0]00]010]010]0]0) COOOOOO000O 0000000000
0]0]00]010]010]0]0) COO000O eeleeel I I X X )
0]0]00]010]010]0]0) 0]0]00]010]010]0]0)
0]0]00]010]010]0]0) 0]0]00]010]010]0]0)
0]0]00]010]010]0]0) 00000 0]0]00]010]010]0]0)
0]0]00]010]010]0]e) .......... 0]0]00]010]010]0]0)
00O OO00000O 0]0]00]010]010]0]0)
OOOOOOOOOO 0]0]00]010]010]0]0)
0000000 COOOOOOO0O 0]0]0[0]010]010]0]0)
Task mix stays largely intact; A meaningful share of the A large share of the worker’s task
Al adjusts execution more than worker’s role shifts toward new time moves to other activities;
the nature of the work itself activities, but the core purpose is day-to-day work looks
unchanged substantially different
A construction manager uses Al A dental assistant spends A cashier shifts from processing
for documentation, but majority less time on computer/ payments to supporting
of the day is still spent in person, recordkeeping tasks and customers and overseeing
overseeing physical labor more time working on patients automated checkout

1 Low reinvention is measured as less than 15% of a worker’s task time that is reallocated, either reshuffled within existing activities or shifted to new ones. In
moderate reinvention, 15—-30% of tasks are reallocated, while more than 30% are reallocated in high reinvention.
Source: MGl automation model, labor reduction model, employment forecast model; McKinsey Global Institute analysis

McKinsey & Company
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which automation is more likely to reduce labor demand. These estimates illustrate the potential scale
and distribution of labor transitions, and actual outcome could vary as technology adoption, labor
demand, and broad economic conditions evolve. For example, demographic forces may shift these
patterns. As growing numbers of baby boomers retire, replacing them could open doors for younger

workers in growing occupations.

Exhibit 13

Greater automation drives the greatest need for reinvention, which extends

well beyond the most disrupted occupations.

Occupations’ share of work hours in the US facing reduced labor demand and likely automation

adoption, 2035

80 .
Latent } High disruption (~40%)
disruption !
70 o (~10%) ;
Customer service rep:resentative
60 -
Insurance underwriter
Reduced
lab
d eamg:‘ d Tractor-trailer
due to 40 - truck driver
automation, ) .
% Middle/high

Lower
disruption

10 Mostly
augmentation
(~20%)

O h T T

&' Vo
30 |  school teacher o 2 c
/ . " Insurance

Automation adoption,%

80 90 100

Reinvention level, with share
of task time reallocated

@® High: >30%
® Medium: 15-30%
O Low: <15%

Circle size = full-time equivalent
workers today

100,000
[ 500,000
hS 2 million

Source: US Bureau of Labor Statistics occupational employment data; MGI employment forecast model; McKinsey Global Institute analysis
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Many occupations could grow

A broader set of occupational groups may increase. More than a third of positions likely to open
in growing occupations are concentrated in four of 22 occupational groups—healthcare support,
healthcare professionals, construction, and management occupations.

Employment growth from 2025 to 2035 may be concentrated in healthcare, professional and
technical services, and construction sectors. Jobs may also increase in manufacturing, education,
and information sectors. The largest declines are expected in retail trade and in accommodation and
food services, which together could account for most sector-level job losses (Exhibit 11).

Exhibit 14A

Cashiers will move from transaction processing to customer engagement
and Al oversight.

Distribution of time across tasks in the US, %

2025 2035

M Monitor and manage Al (new work): Increasingly oversee
Al-enabled cashier-less shopping systems by reviewing
transaction discrepancies and loss-prevention alerts, resolving and
escalating issues and system failures, and overseeing Al and
robotic systems (eg, stocking, pricing)

H Handle transactions and checkout: Spend less time scanning
items and monitoring checkout as automation handles routine
transactions, focusing remaining effort on payments,
age-restricted items, returns, and other exceptions

M Customer interaction: Spend more time greeting customers,
answering questions, and assisting throughout the shopping
journey as automation frees time from routine checkout work

[l Maintain store environment: Spend less time cleaning and
stocking checkout areas as robots take on routine upkeep, with
remaining effort focused on overseeing automated systems and
finishing unresolved tasks

[ Drive sales: Increasingly spend more time influencing purchases
by recommending products, explaining promotions, and
upselling/cross-selling

2.9 million 2.4 million

Total FTEs'

FTEs fall by ~17% as automation reduces routine checkout, payment handling, and
transaction recordkeeping faster than customer engagement and Al oversight work grows;
remaining work shifts toward exceptions, shrink/fraud prevention, and customer support

2035 figure after automation and impact of broader macroeconomic trends.
Source: MGl automation model, labor reduction model, employment forecast model; O*NET; BLS; US Census Bureau American Community Survey;
McKinsey Global Institute analysis

McKinsey & Company

Workforce in motion: Skills and pathways to future jobs in the United States 32



Chapter 1: Chapter 2: Chapter 3: Chapter 4: Chapter 5: Chapter 6: Final
Why jobs change The great workforce Pathways lead to Expand access to Reducing barriers Enabling thoughts
reallocation growing jobs better pathways transformations

The workers most likely to need to transition are often not in the same occupational groups as

these growing jobs, creating a matching problem. A cashier may have customer interaction, basic
digital, and reliability skills, but jobs are likely to grow in caregiving, construction support, healthcare
support, and business operations. An administrative assistant may have coordination, scheduling,
documentation, customer interaction, and workflow knowledge, but the most attractive increasing
jobs may require management, business operations, technology, or specialized process skills. The
challenge is to match skills to the jobs coming online.

Many occupations will be reinvented altogether, not just grow or shrink

Not every worker falls into either a declining occupation or a growing occupation. For many, the
central experience of the next decade could be reinvention on the job. Their occupation may remain

Exhibit 14B

Insurance underwriters will spend less time gathering data and more time
judging it.

Distribution of time across tasks in the US, %

2025 2035

M Monitor and manage Al (new work): Monitor underwriting
models, review exception flags, and audit decisions; new roles
dedicated to Al specifically will likely collaborate with underwriters
to absorb much of this work

B Assess risk profiles: Less time manually reviewing individual risk
factors; more time applying judgment to complex risks, anomalies,
and case-specific context

B Make underwriting decisions: Less time developing decisions
from scratch; more time reviewing Al-supported recommendations
and making judgment calls on pricing, coverage, and exceptions

M Gather and analyze applicant data: Less time gathering and
validating applicant data; more time interpreting key signals and
exceptions

M Prepare and communicate policy decisions: Less time preparing
materials and routine communications; more time explaining
complex decisions, negotiating terms, and engaging brokers and
customers

57,000 57,000
Total FTEs'

FTEs remain flat as underwriting volumes and demand for risk judgment
offset automation of routine tasks; Al increases throughput, but humans
remain accountable for pricing, coverage decisions, and exceptions

2035 figure after automation and impact of broader macroeconomic trends.
Source: MGl automation model, labor reduction model, employment forecast model; O*NET; BLS; US Census Bureau American Community Survey;
McKinsey Global Institute analysis

McKinsey & Company
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but be reconceived as its task mix, tools, workflows, skill requirements, and sources of value change.
These workers could account for much of the change in the labor market, although potential job loss
or creation gets more attention. About 25 percent of the workforce could have more than 30 percent
of the time needed to do their tasks reallocated, either reshuffled into existing activities or shifted

to new ones. Between 15 and 30 percent of the task time in 47 percent of the workforce could be
reallocated (Exhibit 12). Some automated hours may reduce the need for labor, while others go into
new or expanded activities, changing the mix of work performed by the workers who remain.

Reinvented occupations matter because they shape future mobility. A worker who learns to
collaborate with Al systems, redesign workflows, or interpret machine-generated outputs could
increase their mobility as technology improves.

Exhibit 14C

Middle and high school teachers will trade curriculum planning and progress
tracking for Al oversight and classroom management.

Distribution of time across tasks in the US, %

2025 2035

Il Monitor and manage Al (new work): Teachers supervise Al use by
validating lesson content, grading suggestions, tutoring outputs,
and intervention flags for accuracy, bias, and standards alignment

H Teach and support students: Focus more on individualized
coaching, motivation, and intervention as Al supports practice,
explanations, and small-group learning

M Manage classroom and activities: Spend more time on student
engagement, behavior, participation, and classroom routines as Al
reduces coordination and administrative work

M Plan curriculum and materials: Create more differentiated
lessons, assignments, rubrics, and practice materials as Al drafts
first versions aligned to standards for teacher refinement

[l Assess and track progress: Monitor student learning more
continuously as Al surfaces performance patterns, learning gaps,
and suggested next steps from assignments

Collaborate and develop professionally: Engage more effectively
with parents, counselors, and other teachers as Al summarizes
student needs and prepares meeting materials

350,000

Total FTEs’

An aging population shrinks the school-age cohort, offsetting much of the growth from rising educational
attainment, leaving demand for teachers roughly flat; modest Al savings in curriculum planning and progress
tracking then tip total FTEs down ~5%, as classroom coverage and student support remain labor-bound

2035 figure after automation and impact of broader macroeconomic trends.
Source: MGl automation model, labor reduction model, employment forecast model; O*NET; BLS; US Census Bureau American Community Survey;
McKinsey Global Institute analysis

McKinsey & Company
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Nor is reinvention limited to occupations where Al augments work without reducing head count. It
can occur whether employment in an occupation grows, declines, or remains broadly stable. It occurs
across two dimensions that define an occupation’s trajectory: the pace of automation adoption and
the direction of labor demand (Exhibit 13).

In the most highly disrupted occupations, reinvention happens in tandem with significant reduction
in head count, not instead of it. Cashiers are one example. Self-checkout, mobile payment, and
increasingly capable point-of-sale systems have already replaced much of the work that once
defined the role (Exhibit 14a). However, the remaining cashiers aren’t doing a smaller version of their
old job. Their work has shifted toward tasks machines still do poorly, such as resolving payment and
transaction exceptions, handling customer interactions, influencing purchases, and overseeing
Al-enabled systems, tasks that require judgment, interaction, or physical presence. A big drop in

Exhibit 14D

Tractor-trailer truck drivers will shift their time away from paperwork toward
driving, cargo handling, and Al oversight.

Distribution of time across tasks in the US, %

2025 2035

B Monitor and manage Al (new work): Review Al-generated routes,
safety alerts, documentation flags, and exception cases; validate
outputs before acting on dispatch, compliance, and delivery
decisions

M Load, secure, and handle cargo: Prepare and secure freight,
escort high-value loads, prevent theft, and validate in-transit sensor
data as drop-and-hook gives way to live loading and direct delivery

M Operate vehicles and plan routes: More time driving as Al han-
dles navigation, scheduling, and dispatch; autonomy concentrates
in long-haul highway segments but is unlikely to scale fast enough
this decade to offset e-commerce-driven freight growth

[l Handle orders, payments, and compliance: Meet shipment,
payment, and regulatory requirements as Al takes over routine
form-filling and standard checks

[ Inspect and maintain vehicles: Run safety checks and respond to
vehicle issues as Al diagnostics absorb routine monitoring

14 Record data and communicate: Spend less time on manual logs,
status updates, and routine communications as Al drafts records,
13 rr;illion 15 rr;illion updates systems, and flags exceptions

Total FTEs’

FTEs rise as freight and goods-movement demand grows faster than automation
reduces driver labor needs; Al reduces paperwork, routing, and coordination tasks,
but driving, cargo handling, and on-the-road judgment remain labor-bound

9035 figure after automation and impact of broader macroeconomic trends.

Source: MGl automation model, labor reduction model, employment forecast model; O*NET; BLS; US Census Bureau American Community Survey;
“Will autonomy usher in the future of truck freight transportation?” McKinsey, Sept 2024; “Where to next? Insights from autonomous-vehicle experts,”
McKinsey, Jan 2026; McKinsey Global Institute analysis

McKinsey & Company
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labor demand and high reinvention could occur simultaneously in this occupation, which may shrink
and change at the same time.

When Al mostly augments work in an occupation, reinvention doesn’t reduce labor demand as
much. Al may do a large share of routine or data-intense parts of an occupation without necessarily
reducing demand for it. What fills the time that opens up varies. Some workers may have tasks

that didn’t exist before; some could spend more time on existing tasks that machines can’t do

well; and some do their existing tasks differently, reviewing and directing Al output rather than
producing work themselves. Insurance underwriters illustrate one version of this (Exhibit 14b). As Al
agents increasingly ingest, validate, and synthesize applicant data into decision-ready summaries,
underwriters could spend meaningfully less time gathering and verifying information. At the same
time, they may spend more time assessing risk and judging Al-generated recommendations and
explaining decisions to brokers and customers. For other occupations with high automation adoption
and relatively stable labor demand, the shift may be toward relationship management, exception
handling, oversight of multiple Al systems, or creative and strategic work.

In occupations with low automation adoption and lower disruption to labor demand, some
reinvention can still occur. Teachers are an example (Exhibit 14c). The additional capacity automation
may free up by assisting with curriculum planning and administrative work could allow teachers to
spend more time on individualized coaching, student support, and classroom engagement, tasks
that depend on direct human relationships. Even with low automation adoption, the mix of work can
still shift meaningfully.

Some occupations that involve physical, in-person work may have moderate levels of automation
adoption and labor-demand reduction. Some of them have latent potential for further disruption as
Al takes over routine, back-office aspects of the work, although that could place more emphasis on
activities requiring a human. For example, the number of tractor-trailer truck drivers is expected

to increase over the next decade, even as Al takes on order handling, routine communications,

and aspects of navigation and scheduling (Exhibit 14d). Driving and physically handling cargo

may account for a greater share of drivers’ work in the future, as such tasks depend on human
presence, safety judgment, and on-road execution. Autonomous driving may play a role in labor
demand reduction, but over the next decade, that effect might not be large enough to outweigh
broader macroeconomic factors supporting industry growth.* Lower automation adoption does not
necessarily mean low reinvention.

Across these cases, the lesson is the same. Reinvention is not distinct from decline and growth; it is
present in both. Companies and workers need to understand which tasks are changing and what new
skills those changes will require, whether an occupation’s head count is falling, flat, or rising.

The occupations most at risk are not necessarily those most exposed to Al

Exposure and transition risk are not the same. A worker in an occupation with high automation
adoption may face limited transition if productivity gains are offset by the need for new tasks,

if demand grows, or if a worker can move easily into adjacent roles. Conversely, a worker in a
moderately exposed occupation may face significant transition risk if demand declines and few
pathways lead directly to a new occupation.

Workers face the greatest risk when demand for the work they do is declining and pathways to
growing jobs are weak due to limited skill adjacency, credential barriers, geographic mismatch,
employer screening, low wages that make training difficult, or limited time or ability to retrain. Nor
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CHAPTER THREE

Three types of pathways
lead to growing jobs

does pay determine pathway quality at an individual level. A lower-wage worker may have a more
direct pathway to a growing job than a higher-income worker whose specialized skills transfer to
fewer destination jobs.

The next chapter introduces a method for assessing pathway quality. Rather than asking whether
pathways exist in theory, it examines whether they are direct enough to be practical for workers and
scalable for the economy.
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Exhibit 15

Only about one in seven workers who need to transition between
occupations can follow a direct pathway to new work.

Distribution of US transitions by pathway quality, %

14 41 45
.

T Direct Winding Unpaved
Criteria pathway pathway pathway
Skill overlap, % 275 250 Any
Preservation of >100 >90 Any
current wage, %

Time to train for <6 months <24 months Any

legal requirements

'Estimates based on a US economy level optimization model, with shares rounded to whole percentage points. Pathways are classified sequentially and mutually
exclusively: direct pathways are identified first, followed by winding pathways among those not classified as direct; all remaining pathways are classified as

unpaved.

Source: Lightcast; MGl transition pathways model, automation model, and employment forecast model; McKinsey Global Institute analysis

McKinsey & Company

Nearly every worker needing to change occupations may have a pathway to
growing work, but the quality of those pathways varies substantially (Exhibit 15).
Only about one in seven workers has a direct pathway requiring minimal retraining
and no wage loss. Four in ten face a winding pathway requiring meaningful
retraining to navigate, while nearly half will travel an unpaved pathway strewn

with larger skill gaps, extensive credentialing requirements, and other barriers.
Pathway quality determines whether job growth becomes workforce opportunity.

Adirect pathway is set by four conditions. The occupation into which a worker is headed must

be growing. The worker’s current occupation must require a large share of the skills needed

for the destination occupation. The wage in the destination occupation must preserve or improve
the worker’s current compensation. Finally, obtaining legally required credentials must require
minimal time.

On awinding pathway, those conditions are less certain. This pathway may require meaningful
reskilling, a modest wage trade-off, or alonger credential timeline. An unpaved pathway is one where
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Exhibit 16
Pathway quality varies widely for workers moving from declining to growing occupations.
Reallocation of workers in declining occupations to growing occupation groups in the US, million

Transition pathway: [l Direct [l Winding Unpaved

DECLINING OCCUPATIONS GROWING OCCUPATIONS'

Healthcare support 2.1

Office and administrative support 4.8
Healthcare professionals 1.4

Construction 1.3

Management 1.2

Retail and sales 2.3

Manufacturing and production 1.0

Transportation and logistics 1.4 i
Technology and analytics 0.9

Food service 0.9 Business and finance 0.8

Education 0.3

Manufacturing and production 0.3 Education 0.8

Other (16 occupational groups) 1. Installation and repair 0.8

Retail and sales 0.8

2
New entrants® 3.8 Other (12 occupational groups) 3.7

1 Does not include net new occupations including those created by Al.
2Theoretical new entrants to the workforce who would fill demand for growing occupations and likely would not go into declining occupations.
Source: MGl transition pathways model; McKinsey Global Institute analysis

McKinsey & Company

the skill gap is even larger, with a potential wage trade-off and unbounded credential timeline. Some
pathways may be blocked altogether by insufficient demand, material wage loss, a long credentialing
process, geography barriers, language barriers, or employer screening.

Of course, a worker may not follow a pathway determined by their apparent skills at all, because
humans have skills beyond those they use at work.
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Pathway quality varies for workers needing to transition to new jobs

Final
thoughts

About 45 percent of the workers displaced by automation could travel more challenging pathways
that require larger skill investments, longer credentialing processes, or lower pay, as well as likely

substantial changes in work context. The transition challenge is highly concentrated among
occupations. Office and administrative support occupations account for the largest share of workers

Exhibit17A

Dishwashers transitioning to home health aides may require formal

certification and reskilling in hands-on caregiving.

Example occupational transition

Dishwasher

Cleans dishes, utensils,
and kitchen equipment
while following food safety
and sanitation standards
in a food service setting

~300,000
Workers on this
illustrative pathway
by 2035'

Home health aide

Provides personal care
and daily living assistance
to clients in their homes

Unpaved pathway

+12%
Wage change

20%

Overlap of identical
and similar skills

Transferable skills

« Sanitation
« Lifting ability

Q Upskilling required

FROM TO

Cleanliness » Housekeeping

\?/tc:ﬁ?gthic » Confidentiality
Positive ‘
mindset > Compassion

Reskilling required

« Patient assistance

« Activities of daily
living (ADLs) support

@ Certification needed

« Certified home health aide
(legally required, 1 month
minimum training)

« Certified nursing assistant
(strongly preferred)

Key implication: Sanitation and lifting skills provide a starting point, but formal certification and reskilling in
patient assistance and ADLs support remain the primary barriers to this transition

"lllustrative pathways are not predictions of matched worker flows; pathway size reflects the potential scale of workers that could be represented by the transition.

Source: Lightcast; MGl transition pathways model, automation model, employment forecast model; McKinsey Global Institute analysis

McKinsey & Company
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Final
thoughts

who may need to change jobs, followed by retail and sales, and transportation and logistics. Pathway
quality differs sharply across these groups. Almost half of office and administrative support workers
may follow winding pathways, and more than 60 percent of retail and sales workers could walk

unpaved pathways. Transportation & logistics workers are more likely to have winding or straight

pathways. The challenge is driven not only by the number of workers needing to transition but also by
the quality of pathways available to them (Exhibit 16).

Exhibit17B

Packagers transitioning to production assembler roles may require
moderate training in skills such as mechanical assembly.

Example occupational transition

Packager

Prepares products for
shipment by packaging, labeling,
inspecting, and organizing goods
while ensuring quality standards
and efficient handling

./\/. Winding pathway

~170,000
Workers on this
illustrative pathway
by 2035’

Overlap of identical
and similar skills

Production assembler

Assembles and fabricates products or
components by following standardized
procedures, operating production
equipment, and performing quality
checks in a manufacturing environment

+10%
Wage change

Transferable skills

« Lifting ability

+ Operating a forklift truck
* Quality control

Q Upskilling required

FROM TO

Packaging Assembly line
and labeling operations
Using Using

pallet jacks hand tools

Teamwork » Coordinating

Reskilling required

« Drilling
« Fine motor skills
* Mechanical assembly

@ Certification needed

None

Key implication: Packagers have a strong foundation for transitioning into production roles,
with many operational skills transferring directly. Targeted upskilling is needed to develop equipment operation,
assembly technique, and manufacturing quality control capabilities.

"lllustrative pathways are not predictions of matched worker flows; pathway size reflects the potential scale of workers that could be represented by the transition.

Source: Lightcast; MGl transition pathways model, automation model, employment forecast model; McKinsey Global Institute analysis

McKinsey & Company
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Additionally, workers don’t move into a single destination occupation. Office and administrative, retail
and sales, transportation and logistics, and food service workers are likely to disperse into a wide
range of growing occupations including healthcare support, construction, and management roles,

Exhibit17C

Office and administrative assistants transitioning to project manager roles
may need moderate training in project delivery and business management.

Example occupational transition

Office and Project manager e
administrative assistant ! 9
D Plans, coordinates, and

Coordinatgs SChEd;”?S' delivers projects by managing
manag(tas OCUTe” a 'Og' scope, timelines, resources, « Ability to meet deadlines
supports operations, an budgets, and stakeholders

Transferable skills

facilitates day-to-day + Planning
Tministrative activities + Scheduling
! o Winding pathway
Q Upskilling required
FROM TO
. Project
Scheduling  » scheduling
Project N Project
+154% management delivery
B EETEE Workflow N Process
management improvement
~120,000
Workers on this
illustrative pathway
by 2035'

Reskilling required

* Business development
« Forecasting
+ Quality management

@ Certification needed

« Bachelor’s degree in business
administration or related field
(strongly preferred)

« Project management professional
certification (strongly preferred)

Overlap of identical
and similar skills

Key implication: Planning and scheduling skills provide a strong foundation that upskills naturally
into project delivery and process improvement, but reskilling in business development, forecasting,
and quality management remain the key gaps for a successful transition.

"lllustrative pathways are not predictions of matched worker flows; pathway size reflects the potential scale of workers that could be represented by the transition.
Source: Lightcast; MGI transition pathways model, automation model, and employment forecast model); McKinsey Global Institute analysis

McKinsey & Company
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and pathway quality to those destinations varies substantially. Straight pathways exist but are not
evenly distributed across the largest declining occupations.

Some potential occupation-to-occupation transitions illustrate the challenge. Dishwashers could
become home health aides, for example (Exhibit 17a).?° Other potential pathways include packagers
moving into production fabricator and assembler jobs (Exhibit 17b), and office and administrative
assistants moving into project manager roles (Exhibit 17c).

The pathways differ substantially in how much reskilling they require. The pathway from dishwashing
to home health aide work is unpaved, with a skill overlap of 20 percent. A packager seeking to
become a fabricator and an office assistant aiming for project manager will follow a winding pathway
with a skill overlap of 52 and 58 percent, respectively.

These three transitions are difficult for different reasons. Dishwashers have sanitation and lifting
skills that home health aides use, but they would need to acquire caregiving capabilities such as
patient assistance and vital-sign assessment. Additionally, the transition calls for formal instruction
to become a certified home health aide, which requires about one month of training. What's more,
certified nursing assistant credentials requiring more training are preferred.

Atransition from packager to production fabricator presents a different type of challenge. Packagers
have a strong operational foundation, including lifting ability, quality control, and experience
operating equipment like forklifts. However, the fabricator role requires a greater focus on creation
and assembly, which requires mechanical assembly, drilling, and fine motor skills. While the pathway
from packager to production fabricator leads to a meaningful wage increase and builds on a
reasonable skill overlap, it also requires targeted skill upgrading to capabilities needed for specific
manufacturing equipment, assembly techniques, and advanced quality control procedures.

Transitioning from office and administrative assistant to project manager illustrates a barrier of a
different kind. Office assistants have a strong foundation in planning, scheduling, and coordinating
operations. These skills transfer well to the project manager’s role, which also requires workers

to lead projects, manage stakeholders, and deliver business outcomes. So in addition to building
capabilities in project scheduling, process improvement, business development, forecasting, and
quality management, many office assistants may need to obtain a bachelor’s degree and professional
project management certification. Although this pathway offers one of the largest wage gains among
these examples, it also entails one of the greatest investments in education and credentialing.

None of these transitions is impossible. All are feasible and build on meaningful existing capabilities.
But feasibility is not the same as ease. These examples illustrate why pathway quality is the relevant
measure of transition risk.

Even if workers successfully navigate these transitions, they are unlikely to meet labor demand on
their own. Meeting demand will also require expanding the pool of workers entering the labor market.
This includes younger workers entering the workforce for the first time, migrants who help address
labor shortages, people returning after career breaks, and older workers who remain economically
active. These sources of labor are complementary and not substitutes for effective pathways that
help existing workers transition into growing occupations. Worker transitions and new labor-force
entrants will both be needed to address the scale of projected workforce demand.
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Exhibit18

At the economy level, the reallocation of employment could support higher
average wages.

Workers in US by wage quintile,’%

Top quintile

A

A

Bottom quintile

Distribution in occupations | Distribution in occupations
with declining employment | with growing employment

—_

L

~70% of the decline could come ~ ~60% of new jobs may emerge ——
in the 2 lowest wage quintiles  in the 2 highest wage quintiles

1 Separate distributions of 11 million declining jobs and 16 million growing jobs.
Source: US Bureau of Labor Statistics; Lightcast; MGI transition pathways model, automation model, employment forecast model; McKinsey Global Institute

analysis

McKinsey & Company

Wages may increase as the workforce is reallocated

Atransition into growing work is not necessarily a step up. Some accessible jobs may offer flat

or lower pay, while some higher-paying jobs may require substantial new skills, credentials, or
experience. Understanding the workforce impact of Al requires looking not only at whether workers
can move but also at whether those moves preserve or improve their economic prospects.

At the economy level, employment shifts could support higher average wages. Fifty-seven percent of
employment in growing occupations will fall in the top two wage quintiles, while more than 70 percent
of declining jobs are concentrated in the bottom two quintiles (Exhibit 18). On net, the economy may
shed lower-wage work and add higher-wage work. As workers move into growing roles, many may
gain higher earnings, with potential benefits for their livelihoods, families, and communities.?

Wage improvement in the aggregate, however, doesn’t automatically translate to an individual
worker’s pocketbook. Workers can only move into occupations for which they have the requisite skills.
The good news is that matching transitioning workers to feasible destination occupations suggests
that only 3 percent of workers—roughly 305,000 of the 11 million expected to transition—will follow

a pathway that requires a pay cut. The pathways of most workers will preserve or improve current
earnings, suggesting that the workforce reallocation Al is bringing may be favorable not only in
aggregate but also for most workers able to transition. (This analysis holds current wage levels within
each occupation constant, which captures changes in earnings as workers move across occupations,
but not potential changes in occupational wage levels as labor supply and demand rebalance.)

The occupation examples illustrate why the trajectory of wages cannot be evaluated in isolation. The
transition from dishwasher to home health aide broadly preserves earnings but offers limited income
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progression, despite requiring meaningful reskilling and a substantial change in work context. By
contrast, the transition from office and administrative assistant to project manager offers a clearer
wage premium but requires a larger shift in technical capabilities and work environment. The quality
of a pathway therefore depends on the combination of skill requirements, wages, credentials, and
work context.

Growing jobs require more skills, not just better pay

A greater demand for skills accompanies higher wages. Across occupations, employers seek an
average of 64 distinct skills in their job postings.?” In growing occupations, 68 skills are sought,
one and a half times as many as the 47 skills needed in declining occupations. Formal education
requirements follow the same pattern: 84 percent of growing occupations require postsecondary
education, compared with 45 percent of declining occupations.?® Reallocation thus moves workers
toward better-paid work and also toward occupations for which employers seek a broader range of
skills and educational attainment.

Nor is the difference only in the number of skills required. Many growing jobs demand greater
judgment, interpretation, and decision-making, potentially increasing cognitive load even when
formal credential requirements are unchanged. The McKinsey Health Institute’s work on brain capital
suggests that managing this load is increasingly a question for employers, not simply an individual
responsibility. Workers cannot build and deploy the capabilities increasingly needed in an Al-enabled
workplace on a foundation of burnout or cognitive overload.?®

For workers navigating these pathways, training cannot stop at task-specific instruction. They
will also need to build the capacity to handle work broader in scope and more variable than in the
jobs being left behind, and companies must create conditions that respect growing demands on
cognitive capacity.

Pathway quality differs across US demographic groups

Pathway quality is not evenly distributed across the workforce. While nearly all workers likely to
transition will have a pathway to a growing occupation, the likelihood of landing on a direct pathway
varies substantially across demographic groups. Only 14 percent have a direct pathway, but this share
differs markedly by education, earnings, and gender.

Current earnings account for the largest disparities. High earners in the top quintile are four times as
likely as a worker in the bottom quintile to have access to a direct pathway. Only 10 percent of workers
in the lowest wage quintile, who earn less than $38,000 a year, are likely to have a direct pathway,
compared to almost 40 percent of workers in the fifth quintile.

Educational attainment and gender are also associated with meaningful differences in pathway
quality. Workers with more than a bachelor’s degree are about 50 percent more likely to have a direct
pathway than those with a bachelor’s degree or less, and men are about 30 percent more likely than
women to have one.

Overall, these findings suggest that workforce transitions will not be uniform. Workers with lower
earnings have substantially fewer high-quality pathways into growing occupations and so will require
more targeted support including training, career navigation, and other transition assistance to
successfully move into expanding roles in the labor market.
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CHAPTER FOUR

Essential, enabling, and
empowering skills can expand
access to more and better pathways

Pathway quality determines the kind of support a worker will need. The workers most at risk are

not those in occupations with the highest automation adoption, but those with very winding or even
blocked pathways to take them from declining demand to growing demand. That is why skills matter,
but also why skills alone are not enough. The next chapter examines the skills that expand mobility
and, in some cases, help workers move up the employment ladder.

Demand for empowering skills is
already rising: Al fluency is up

11X, adaptability 5%, and resilience,
curiosity, and willingness to learn 3X.
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Exhibit19

Skills create value in different ways.

3 major categories of skills

Definition

Example
skills

Essential Enabling Empowering
Skills required in many Skills that transfer across Skills that help workers adapt
occupations, widening the range occupations and are and remain employable as
of jobs within reach concentrated in higher-paying technology and work evolve
roles
Problem-solving * Innovation « Al fluency
Leadership * Influencing « Willingness to
Interpersonal others learn
. communications + Decision-making * Resilience
People and + Collaboration « Adaptability
process + Critical thinking + Curiosity
management
Detail orientation
>75% >$83,000 3—-11x
of occupations demand essential Average wage of occupations Increase since 2022 in
skills1 requiring enabling skills2 empowering skills

1 All figures relevant for the US.
2Average top-quintile wage.
Source: US Bureau of Labor Statistics; Lightcast; McKinsey Global Institute analysis

McKinsey & Company

Three categories of skills can enhance the number and the quality of pathways
available to workers. Essential skills are required for many occupations and
expand workers’ career options, while enabling skills have broad applicability

but are harder to master and can support upward mobility because they are
concentrated in higher-paying work. Empowering skills provide career resilience
and help workers continuously adapt to evolving technologies, activities, and skill
requirements (Exhibit 19).

Together, these three skill types determine not only whether workers can move but also where they
can move and whether they can continue adapting as the labor market changes.

Essential skills open the largest number of opportunities

Some skills are valuable because they are required in occupations that make up alarge share

of the labor market. These essential skills form the base of workforce mobility because they
make it easier for workers to move between occupations without starting from scratch. Prior MGI
research identified skills such as problem solving, leadership, interpersonal communications,
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people and process management, and detail orientation among the most broadly required skills
across occupations.®©

These skills matter because most work transitions are not leaps into entirely unrelated work but
rather adjacent moves that build on existing capabilities. A worker with customer relations, problem-
solving, and detail orientation skills may be able to move from retail into care, administrative
coordination, or operational roles. Similarly, workers with leadership and operations skills may
transition between functions, industries, and work settings because those capabilities are valuable
in many different contexts.

Exhibit 20

Essential skills are demanded in a broad range of occupations, and enabling
skills are concentrated in higher-wage jobs.

Skills by average wage and share of occupations in the US

@ Niche high-paying skills @ Enabling skills @ Essential skills Others

300

250

200

Collaboration

?
s
g

Averag1e 3 ‘ Influencing others i
wage, 150 - : N . i Leadership
$ thousand o Decision-making R — « 95th percentile
® Innovation Problem-
° 'y ° / i solving
100 - P e o ® . |
i 90O ° * 5
,,,,,,, ..o o/ <« 80th percentile
2.8 . e
50 1 // |
Critical Interpersonal o People
thinking communication ~ Detail: and process
orlentat[oni management

O T T i T T T T T T : T T
0 10 20 30 40 50 60 70 80 90 100

Share of occupations requiring the skill, %

Note: The exhibit is intended to show the breadth of occupations in which a skill is required and whether less ubiquitous skills are concentrated in higher-paying
occupations, not to estimate the wage premium associated with an individual skill.

1 Average wage of the US occupations that require the skill, weighted by full-time equivalent count. Because the wage measure reflects the average wage of
occupations requiring each skill, weighted by employment, skills required in most occupations will mechanically converge toward the economy-wide average
wage.

Source: Lightcast; McKinsey Global Institute analysis

McKinsey & Company
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Essential skills create optionality because they are required in much of the labor market, so workers
who lack them may find many occupations out of reach.

Enabling skills open doors to better opportunities

Not all skills create value in the same way. Some highly specialized skills, particularly in healthcare
and other credential-intensive fields, provide access to exceptionally high-paying occupations but
are needed in relatively few jobs.

Enabling skills combine broad applicability with access to higher-paying occupations, allowing
workers to earn more. Skills such as decision-making, innovation, and critical thinking are associated
with occupations that offer higher wages and have broad applicability across industries and
business functions. They support transitions from execution-heavy roles into coordination, business
operations, project leadership, and other higher-value work (Exhibit 20).

A pathway that preserves employment but locks workers into lower-value work is fundamentally
different from one that expands career opportunities and earnings. Enabling skills represent a
particularly valuable form of mobility capital because they improve long-term economic opportunity.

Empowering skills are fast becoming economic assets

As technology changes the nature of work itself, a third type of skills has gained importance. Unlike
essential skills or enabling skills, which determine where workers can move today, empowering skills
influence how well workers continue adapting as occupations evolve. These skills are relevant for
workers transitioning between occupations as well as for the much larger share of workers who will
remain in their current occupations as those occupations are reshaped by Al and other technologies.

Job postings already point to their importance. Between 2022 and 2026, demand for Al fluency®'—
the ability to work effectively with Al tools and intelligent systems—increased approximately 11-fold,
while demand for willingness to learn, resilience, and curiosity roughly tripled, and demand for
adaptability increased about fivefold (Exhibit 21). These trends suggest that employers increasingly
value not only what workers know today but also how quickly they can acquire new capabilities.

The gap between these five empowering skills is widening rather than closing. The growth in demand
for Al fluency isn't just fastest in relative terms; it is present in far more occupations in absolute

terms than willingness to learn, resilience, adaptability, or curiosity. Yet those skills aren’t secondary
to Al fluency. They allow a worker to keep pace with whatever follows the current wave of Al tools.

If demand for these empowering skills doesn’t match the pace of demand for Al fluency itself,
employers risk building a workforce that can use today’s Al tools but is no better equipped to adapt
to the next set of changes those tools may bring. In this sense, Al fluency is not a destination but a
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The proven teachability of empowering skills

As the pace of change accelerates,
empowering skills such as Al fluency,
willingness to learn, adaptability, resilience, and
curiosity will become increasingly important.
While Al fluency is already widely recognized
as alearnable capability, whether the other
empowering skills can be intentionally
developed is a subject of greater debate. Yet a
growing body of evidence suggests they can.

Al fluency is rapidly becoming a core
workforce capability. Pioneering
organizations around the world are going
beyond ad hoc Al training and investing in
structured learning pathways, certifications,
and new, role-specific Al skills. Governments
are also embedding Al literacy into

national skills strategies, lifelong learning
systems, and workforce policies. This rapid
institutionalization reflects a consensus that
structured learning can develop Al fluency
systematically, making the primary challenge
scaling it across a workforce.!

The strongest evidence for teaching the
other empowering skills comes from
childhood and adolescence, when these
capabilities are generally most malleable.
Experiences at school, at home, and with
peers during those years play an important
role in shaping empowering skills, laying
foundations that influence educational
attainment, work, and well-being throughout
life. Intentional educational interventions
in multiple countries have generally
strengthened these skills.?

Although childhood and adolescence

are periods when empowering skills are
developed, workers continue to enhance
these capabilities as adults. Research has
found that workplace learning programs
produce moderate improvements in many of
the skills that enhance resilience, but with
considerable heterogeneity regarding the
type of intervention.> OECD and World Bank
evidence suggests that strengthening these
skills through adult learning programs and
workplace training are associated with better
labor-market outcomes, including higher
employment, earnings, and job satisfaction.*

Organizations are increasingly integrating
empowering skills into core workforce
development strategies. Microsoft has
embedded continuous learning in its culture
and performance expectations, encouraging
employees to build curiosity, adaptability, and
Al fluency as part of everyday work.® Bank of
Americaruns skills training for teammates
and local communities, publishing structured
curricula on adaptability and critical thinking
that are free and publicly available.® Unilever
has committed to giving every employee a
“future-fit skill set,” combining reskilling with
individual Future-Fit Plans and mechanisms
such as its Flex Experience program, which
lets employees spend up to 20 percent of
their time working in a different function, as
well as a company-wide learning platform.
PepsiCo offers all employees a dedicated
resilience-building program—a stress-
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management app available to employees
and their families aims to help them “build
their resilience and shift their response

to stressful thoughts and situations”—as
well as mental health services and a global
employee assistance program.”

A similar shift is underway in public policy,
as many countries incorporate empowering
skills into education and workforce
development. The OECD recommends
embedding many of these skills in vocational
training, adult learning, and workplaces.
Canada’s Skills for Success framework,
administered by Employment and Social
Development Canada, defines nine
foundational skills ranging from adaptability
to innovation, which anchors a publicly
available catalogue of free assessment

and training tools. The government
finances delivery partners that build on it
with classroom workbooks and a mobile
assessment app used by publicly funded
adult education centers, career counselors,
and workforce training programs.®

Ultimately, empowering skills are capabilities
that can be intentionally developed across

a life, rather than fixed personal attributes.
As technology continues to reshape work,
acentral challenge for education systems,
employers, and workers will be building

the learning systems, incentives, and
opportunities needed to develop these
capabilities continuously and at scale.

" Advancing artificial intelligence education for American youth, White House Executive Order 14277, April 23, 2025; Regulation (EU) 2024/1689 (Al Act), Article 4, European Union,
June 13,2024, changed and consolidated July 27, 2026; Regulation (EU) 2024/1689 (Al Act), Article 4, European Union, June 13,2024, changed and consolidated July 27, 2026;
European Commission, Al talent, skills and literacy, July 27, 2026; Microsoft Learn, Google Skills, IBM Skills, and Oracle University, all of which provide structured Al learning

pathways, certifications and role-based Al training.

2 OECD, Social and emotional skills (SES): Latest evidence on teachability and impact on life outcomes, OECD Education working paper number 304, November 15, 2023.

3 Evidence for teachability of self-control, emotional regulation, stress resistance, persistence, achievement motivation, and self-efficacy is particularly strong. Direct evidence for
curiosity is more limited, largely because it has been studied less frequently than other skills rather than because it is inherently less teachable.

* Skills that matter for success and well-being in adulthood: Evidence on adults’ social and emotional skills from the 2023 Survey of Adult Skills, OECD, October 2025; Diego Angel-
Urdinola et al., Do socio-emotional skills pay off and can they be developed through training? A meta-analysis, World Bank policy research working paper, number 11384, May 2026.

5 Inside Track, “Accelerating our cultural transformation at Microsoft with Viva and Al,” blog entry by Jason Kellington and Aaron Carey, Microsoft, January 22, 2026; Inside Track,
“Cultivating a culture of learning at Microsoft with Viva Learning,” blog entry by Jason Kellington, Microsoft, November 3, 2022.

8 “Education that’s transforming lives and communities: Adaptability—resource guide,” Bank of America, 2025; “Education that’s transforming lives and communities: Critical
Thinking—resource guide,” Bank of America, 2024; “Education & career development resources,” Bank of America, accessed August 2026.

7 “Preparing people to adapt and thrive in changing times,” Unilever, January 26, 2021; “Empowering Gen Z with four future-fit skills for the workplace,” Unilever, November 3, 2023;
“Employee well-being,” PepsiCo, updated October 2,2025.

8 “Skills for Success,” Employment and Social Development Canada, launched May 2021, accessed August 2026; “Skills for Success—Assessment and training tools,” Employment
and Social Development Canada, updated on March 18, 2026; “Skills for Success,” Skills/Compétences Canada. Skills in the Al age, Artificial Intelligence Papers, number 60,
OECD, July 2026.
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Demand for empowering skills has increased exponentially since 2022.

Number of occupations requiring each skill in the US
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Source: US Bureau of Labor Statistics; Lightcast; McKinsey Global Institute analysis

McKinsey & Company

Adaptability
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Curiosity
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Final
thoughts

capability supported by other skills that must be continuously renewed as Al technologies evolve (see
sidebar “The proven teachability of empowering skills”).

Workforce reallocation driven by Al will not be a one-time event. Occupations will continue to evolve

as technologies advance, business models change, and new ways of working emerge. For many

workers, the primary challenge will not be moving into a different occupation but continuously
reinventing how they perform their existing one. These skills become a form of long-term mobility
capital, helping workers to continuously build new capabilities as the labor market evolves.

Many of the essential, enabling, and empowering skills are also least exposed to automation. MGI’s

Skill Change Index, which measures how susceptible skills are to automation, suggests that skills

such as people and process management, leadership, and the ability to influence others are relatively
resilient.32 As Al takes on more structured and repetitive work, these distinctly human capabilities
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Exhibit 22

Skills overlap most within occupational groups, but strong adjacencies also
exist across groups.

Average skill adjacency within occupational groups and range of adjacency
to other groups in the US, %

Adjacency: @ Within occupational group To other occupational groups

Occupational group Skill adjacency, %
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Source: US Bureau of Labor Statistics; Lightcast; McKinsey Global Institute analysis

McKinsey & Company
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complement technical skills, enabling workers to create value in ways that technology is less well
suited to replicate.

Exhibit 23

Higher-wage occupational groups often have greater skill adjacency across
the labor market.

US occupational groups by average wage and skill adjacency with other groups
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Source: US Bureau of Labor Statistics; Lightcast; McKinsey Global Institute analysis

McKinsey & Company
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Skills deployable across occupations ensure greater mobility across jobs

Skill adjacency is highest where occupations share a common skill base (Exhibit 22). Many practical
transitions are likely to be adjacent moves within occupational groups or into nearby occupation
families rather than large leaps across the labor market.

But mobility is not equally strong in all occupational groups. Healthcare is the clearest exception.
Healthcare professionals have relatively little internal skills overlap because their roles are highly
specialized and require credentials. Even within the same broad healthcare group, different
occupations require distinct clinical knowledge, licenses, and work settings. Healthcare shortages
are unlikely to be solved with simple redeployment unless pathways are deliberately designed
around stepping-stone credentials and training capacity. Redesigning roles, workflows, and
staffing models to increase the productivity of scarce clinical talent with technology can also
address these shortages.®®

Workers in occupations with higher wages often have more adjacent skill profiles because their
work combines analytical, organizational, commercial, managerial, and communication capabilities
applicable across business contexts. Roles in management, business and finance, and some
professional services may have multiple mobility options. But high wages do not guarantee mobility.
Some specialized technical and healthcare roles pay well but require a narrow set of skills and
specific credentials and so have limited adjacency across sectors (Exhibit 23).

Profiles with high-skill adjacency are also not solely the possession of high-wage workers, as workers
in office and administrative support occupations demonstrate. Even when demand declines, many
workers in these roles have coordination, scheduling, customer interaction, problem-solving, and
other skills that can transfer to other administrative, operational, customer-facing, or coordination-
heavy roles.

The most constrained workers are those in lower-wage, execution-heavy, highly specialized, or
context-specific roles in which skills are valuable in a current job but less transferable to growing or
higher-wage destinations. Lower-wage occupational groups often have less skill overlap with higher-
wage groups, a structural barrier to upward mobility. Moving into better-paid work may require not
only job matching but substantial reskilling, credential acquisition, or a shift in work context.

Skills need to be visible and recognized

Workers who have a skill needed for a role may appear less qualified in interviews or on applications.
Skills may be discounted or unrecognized, making it harder for employers to identify workers whose
skills could transfer to other roles and for qualified people to get hired.®*

Employers can reduce this barrier by relying less on subjective signals and instead focusing on
structured, skills-based hiring. Consistent interview criteria, practical assessments, and clearer
definitions of required skills can help organizations identify talent more accurately.

Skills expand the set of jobs a worker can attain and their access to higher-wage work. But the impact
of skills can be narrowed or blocked. The next chapter examines the barriers that determine whether
skill-enabled pathways materialize.
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CHAPTER FIVE

Reducing barriers could
make pathways more
direct for workers

Skills enable transitions, but barriers determine whether those transitions are
straightforward. In many cases, workers targeting new positions already have
the adjacent skills and can move without sacrificing pay, but the job posting
requires a qualification they lack. Geography, language, training costs, and
employer hiring practices also matter, but credentials are one of the largest
barriers to workforce mobility (see sidebar “How barriers look different within
and beyond the United States”).

These barriers are widespread. Some 85 percent of growing employment in the United States calls
for a credential or certification of some kind, whether legally mandated or required by an employer.
Seventy-six percent of those jobs cannot be performed remotely, tying a job to a specific location,
and 25 percent are in the bottom two wage quintiles (Exhibit 24).

Such barriers can turn a pathway feasible on paper into one difficult or blocked in practice. Thus,
labor-market mobility is not only a training issue. Training can close skill gaps, but training alone
cannot remove licensing rules, change employer hiring practices, relocate jobs, compensate workers
during training, or make low-wage destination roles attractive. Across the pathways, barriers are
often the binding constraint. A worker with adjacent skills is often blocked by a location, a wage, or
the need for a credential rather than by inability to do the work a role requires. In this chapter, we
examine those gates and illustrate why they must be diagnosed together.
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Exhibit 24

Credentials, geography, wages, and language barriers can block pathways
even when workers have the required skills.

Barriers to entering growing occupations in the US

Share of growing occupations: Average English proficiency
among workers in growing
Requiring a credential Requiring physical In bottom 2 occupations®
or certification’ presence wage quintiles

85% ) 76% ) ( 25% 91%

Context matters. The same pathway may be viable in one state or country and blocked in another because of licenses, wages,
worker protections, language, or mobility constraints.

1 Legally required, preferred by employer, or both.
2Compared to 72% of Hispanic and Asian workers with average English proficiency, and 99% of white and Black workers.
Source: US Bureau of Labor Statistics; Lightcast; McKinsey Global Institute analysis

McKinsey & Company

Legal requirements for credentials can hinder some pathways

Credentials required by law or regulation are among the biggest barriers to mobility. About

38 percent of growing employment has a credential required by law. These requirements are
concentrated in areas where safety, liability, professional standards, or public trust are central to the
work, such as healthcare professionals, legal, transportation and logistics, education, engineering
and architecture, and public safety and security.

Healthcare is a good example. Healthcare professionals are a meaningful source of growing
demand, but many of those occupations require specific clinical skills and formal credentials. Ninety-
six percent of growing occupations in this group require mandated licenses or certifications. A
transitioning worker may have strong communication, service, coordination, or problem-solving skills
and be unable to obtain a credentialed healthcare role without completing training and licensing. In
some cases, these requirements make direct transitions impossible without formal intervention such
as modular or sequential training with financial support.

Employer preferences for credentials can also limit mobility

In many cases, employer preferences for degrees, certifications, and prior job titles also can

create barriers to job movement. Among jobs that are growing, 47 percent have no legal credential
requirement but employers prefer a credential nonetheless, according to job postings (Exhibit 25).
Companies can lower these barriers by resetting degree requirements, using skills assessments,
recognizing prior experience, and creating apprenticeships. Currently, only 15 percent of growing jobs
have no credential requirement whatsoever.
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Growing occupations differ sharply in the credentials workers need to enter

them.

Share of growing employment with legally required vs employer-preferred certifications,

by occupational group in the US
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%
1 Training time for workers with an associate’s degree, the weighted average years of schooling in the US civilian labor force. For each occupation, the maximum

training duration between legally required and employer-preferred credentials was used. For each occupational group, the employment-weighted average training

duration was then calculated.
Source: US Bureau of Labor Statistics; Lightcast; McKinsey Global Institute analysis

McKinsey & Company

Sidebar

How barriers look different within and beyond the United States
The same job can require entirely different of those differences; the combinations vary
qualifications, offer different financial as widely as labor markets themselves.
rewards, and be accessible to very different
people depending on where in the world it is

located. The examples below illustrate some

Whether a credential barrier exists and what
form it takes can differ entirely for the same

occupation depending on where in the world
aworker is standing. In the United States, the
first step to practicing law is passing a state
bar examination. Each state administers

its own exam and sets its own passing
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score.'Other countries have stronger
requirements. In Germany, qualifying as a
Rechtsanwalt (lawyer) requires passing two
examinations and completing two years of
supervised training, the Referendariat. The
first combines a university examination with
a state-administered one and is taken to
complete a law degree; the second is a state
examination that follows the Referendariat
and must be passed before admission to
the bar.? In Sweden, by contrast, the title
Advokat is reserved for those admitted to
the bar association, but legal practice other
than criminal defense is open to anyone.®
Across different occupations and countries,
credential requirements differ so widely that
workers’ ability to move into a growing field
can depend as much on where they live as on
their skills.

The financial pressure a worker experiences
during an occupational transition depends
not only on the wage gap between jobs but
also on the safety net beneath that gap.

Net replacement rates in unemployment at
six months illustrate the range: the United
States replaces about 55 percent of prior net
income, compared with 7 percent in Hungary,
65 percentin France, and around 80 percent
in Spain and Portugal.* Whether more
generous benefits make workers more willing
to accept alower-paying job to complete a

transition is less clear. Those same benefits
can delay transitions, as a worker with strong
income support may simply wait for an offer
closer to their previous salary. Research
comparing the United States and West
Germany has found that more generous
unemployment benefits do reduce wage
losses after displacement, but at the cost of
longer unemployment spells.®

Language can be as big a barrier to getting a
job as any formal credential requirement, and
in some places, a greater one. In the United
States, language barriers are concentrated
among specific populations, primarily recent
immigrants and non-English speakers. In
Europe, they are structural. Citizens of the
European Union can work in any member
state without a visa or work permit, yet only

4 percent of working-age EU residents were
born in another member state.® There are

24 official languages across the EU, and

so language is a central reason for lower
mobility in the EU. A Spanish engineer who
doesn’t speak German cannot easily take
ajob in Germany, and a Polish nurse faces
the same barrier in France.” Lack of host-
country language skills is the most commonly
cited obstacle to finding suitable work, and
linguistic distance strongly shapes where
Europeans move even without legal barriers.®
Where workers speak different languages
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than jobs require, pathways exist on paper
but notin practice.

Informality changes the impact of barriers
entirely. Informal employment accounts for
less than 10 percent of jobs in the United
States and Canada. By contrast, more than
50 percent of workers in Latin America and
the Caribbean, and more than 85 percent

in Southern Asia and Sub-Saharan Africa
work informally.® Without documented work
histories or recognized credentials, informal
workers cannot easily prove their skills to
formal employers, making the transition into
formal occupations far harder regardless of
capability. India illustrates this issue. Nearly
90 percent of its workforce is informal, and
formal-sector jobs are heavily skewed toward
highly educated workers. Only 16 percent of
workers who completed high school hold a
formal-sector job, compared with more than
half of those with postgraduate degrees.”®

Barriers are local, and so are remedies.

The same transition can be blocked by a
license in one country, by an income gap
the worker cannot absorb in another, and
by the absence of any documented work
history in a third. Each barrier calls for a
different response. Understanding the local
context can separate pathways that look
viable on paper from the ones a worker can
actually take.
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Training time determines whether credentials are realistic

The impact of a credential barrier also depends on how long the credential takes to obtain. In
occupations requiring a credential by law, the average training time for someone graduating from high
schoolis roughly 32 months, and for someone graduating with a bachelor’s degree, 17 months. Those
figures mask wide variation. Some legally required credentials can be earned with short training
times, while others require years of education, supervised experience, or other advanced credentials.

For example, training requirements take less than six months on average for growing occupations
in healthcare support. By contrast, growing occupations with credential requirements in education,
engineering and architecture, and healthcare professionals require more than two years of training
on average. The length of training, not just the presence of arequirement, is what separates a direct
pathway from a winding or unpaved one.

Credentials requiring less training time can support faster mobility. Medication aides and technicians,
for example, require credentials such as certified nursing assistant or certified medication technician
that can be obtained in months rather than years. Tractor-trailer truck drivers generally require
adriver’s license and a commercial driver’s license, which can be obtained relatively quickly.
Occupations in engineering and architecture, legal, and social and community service roles require
time-consuming credentialing, but mobility can be enhanced with early-career pipelines, longer-term
training investments, or stepping-stone pathways.

Healthcare again illustrates why averages can mislead. While medication aide and technician
roles may be accessible through short-cycle credentials, many practitioners require long
education and licensing. A workforce strategy that treats healthcare as a single destination may
fail unless it accounts for short-cycle care pathways, mid-cycle technician roles, and long-cycle
professional roles.

Wage friction can make accessible jobs unattractive

Atheoretically viable pathway can still fail to deliver a worker to a growing job in practice. As noted in
Chapter 3, wage loss on the way to a job in a growing occupation is rare. But avoiding a pay cut is not
the same as finding a wage high enough to justify a transition. Many destination roles pay no less than
the job a worker is leaving, yet that isn’t enough in absolute terms to compensate for the disruption,
risk, and cost of making a change.

Two financial issues make or break a transition. The first is the wage in the destination job. About

25 percent of growing employment is in the bottom two wage quintiles. For example, 97 percent of
jobs in food service occupations and 92 percent of growing employment in healthcare support are in
the bottom two wage quintiles (Exhibit 26). These roles might preserve pay relative to many declining
occupations, but workers may be less attracted to them once differences in physical or emotional
demands and the costs of transitioning are taken into account. Redeployment can fail even when
demand is strong because an offered wage is a constraint, not compared to a worker’s existing job
but relative to other options.

The second issue is the income gap created by training. Even a destination job with an attractive
wage can be out of reach if the pathway to it first winds through weeks or months of reduced income
or unpaid training. Workers with limited savings, caregiving responsibilities, or no access to paid
training may rationally decline a pathway that looks favorable on paper because they cannot absorb
the interruption in income it requires. This barrier is largely invisible in a pathway’s steady-state wage
comparison but can be decisive to whether a worker starts a transition at all.
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Most growing employment is higher wage, with lower-wage growth
concentrated in a few occupational groups.
Distribution of workers in growing occupations by wage quintile in the US, %
Wage quintiles: ll Bottom M 2nd [ 3rd-5th
Occupational group Distribution, % Eng:':x::fnt
O 10 20 30 40 50 60 70 80 90 100 thousand
[ [ [ [ [ [ [ [ [ [ [
I o o
Healthcare support _.- Q 2,100
Public safety and security _._ O 200
Manufacturing and production ._— O 1000
I O s
Transportation and logistics __ O 700
e () o0
Personal care and services -_ O 500
Healthcare professionals I_ Q 1,400
Science and research I_ O 200
TG
Office and administrative support I_ O 100
Installation and repair I_ O 800
I O o
Technology and analytics _ O 900
Business and finance _ O 800
Engineering and architecture _ O 800
Social and community services _ O 400
Arts, media, and entertainment _ O 400
0 10 20 30 40 50 6 70 8 90 100
Source: US Bureau of Labor Statistics; Lightcast; McKinsey Global Institute analysis
McKinsey & Company
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Geography can separate workers from opportunity

Pathways are also shaped by where workers and jobs are located. A transition that seems feasible
at the national level may disappear in the labor markets where workers live. Many occupations in
installation and repair, healthcare, and manufacturing and production are inherently place based
and cannot be done remotely. Even when workers have adjacent skills and destination wages are
attractive, geographic mismatch can prevent a transition. Relocation may be costly or undesirable;
family responsibilities, housing constraints, transportation, and local labor-market conditions can
further limit mobility.

We find that geography could reduce transition opportunities. When matched only to growing
occupations in the state where they live, the number of workers with access to direct pathways falls
by 5 percent because fewer destination occupations are available there.

Some geographic barriers can be reduced by changing how work is delivered rather than by moving
workers. Seventy-six percent of growing jobs require physical presence (Exhibit 24).35 At the same
time, from 2019 to 2024, the average distance between workers and their employer’s worksite
increased by more than 70 percent, illustrating employers’ ability to recruit from a wider geographic
area without requiring relocation.®® However, these gains have been concentrated in higher-paying,
office-based roles such as business and finance, and technology and analytics, while geographic
constraints remain largely unchanged for occupations that require physical presence.

Where remote work is possible, employers could fill demand without requiring relocation. More

than 90 percent of workers in technology and analytics, business and finance, and office and
administrative support occupations can do remote work, while healthcare support, education,
installation and repair, and food service occupations offer essentially no opportunity to work remotely
(Exhibit 27).

Redesigned production models can reduce other barriers. For example, many construction jobs
remain inherently place based, but modular construction can shift part of the work from dispersed
building sites to centralized manufacturing facilities located closer to available labor pools. Similar
opportunities may exist for remote monitoring, centralized diagnostics, virtual customer support,
distributed back-office operations, and other models in which work is done in a location separate
from the location where services are delivered. Such approaches may not eliminate geographic
mismatch but can increase the number of workers able to do a job without relocating.
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Exhibit 27

Remote work can expand access to some fast-growing occupations, while
others remain inherently place-based.

Distribution of workers in growing occupations by work mode in the US, %

M Remote' In-person
Occupational group Distribution, % En;p;?x:;fnt
O 10 20 30 40 50 60 70 80 90 100 thousand
[ [ [ [ [ [ [ [ [ [ [
Technology and analytics 900
Business and finance 800
Office and administrative support 100
Retail and sales 800
Arts, media, and entertainment? 400
Management 1,200
Legal 200

Engineering and architecture 800

Social and community services 400

Science and research 200

Personal care and services 500

Construction

O
O
O
O
O
O
O
e
O
() 1300
O
O
O
O
O

Healthcare professionals 1,400
Public safety and security 200
Transportation and logistics 700
Manufacturing and production 1000
Healthcare support 2,100
Education O 800
Installation and repair O 800
Food service O 200
(5 1‘0 Q‘O 3‘0 4‘0 5b 6‘0 7‘0 8‘0 9‘0 1(‘)0

! Remote mode applies to occupations with a nontrivial share of employees spending a large majority of work hours on telework.
2Growing remote occupations include designers, translators, and writers.
Source: Current Population Survey July 2024—June 2026; McKinsey Global Institute analysis

McKinsey & Company
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Language proficiency can limit access to some growing occupations

Language can be a meaningful barrier to occupational mobility even when workers possess the skills
required in a growing occupation. English proficiency is rarely mandated by regulation. Employers
may explicitly require English proficiency in job postings, but more often, language expectations are
implicit in the need to communicate with customers, collaborate with colleagues, and understand
instructions, among other requirements. The composition of the US workforce today suggests
English proficiency could be particularly important to obtain some occupations expected to grow.

While roughly one-third of growing jobs explicitly mention English proficiency in job postings, on
average, 91 percent of current workers in growing jobs are proficient in English, rising to between
96 and 98 percent in groups such as healthcare professionals, business and finance, and
management (Exhibit 28).5” By contrast, jobs in areas such as construction, manufacturing and
production, and food service have substantially lower rates of English proficiency among current
workers. This gap between explicit requirements in job postings and the characteristics of workers
currently employed in these occupations suggests that language may be an implicit barrier to entry
in some growing roles.

Exposure to the language barrier is not evenly distributed across the workforce. Nationally,

91 percent of workers are proficient in English, although that varies across demographic groups.
While proficiency is nearly universal among White and Black workers, it is roughly 72 percent among
Latino and Asian workers.® These differences matter for occupational mobility because workers with
lower English proficiency may have a narrower set of accessible pathways to growing occupations,
particularly if communication is central to the work. Language may compound other skill, credential,
wage, and geographic barriers for some workers.

Language barriers are also addressable. Occupation-specific English instruction, bilingual
onboarding, workplace language support, and integrated language-and-skills training could expand
access to growing occupations without changing underlying technical requirements. When language
is a barrier, these approaches could broaden the set of viable transition pathways.

All these barriers overlap, compounding their impact in several ways. For example, jobs in healthcare
support and in food service occupations are largely low-wage and also have almost no potential for
remote work. Transportation and logistics occupations, which account for a meaningful share of
low-wage work, may require extensive legal credentialing and have almost no potential for remote
work, suggesting that multiple constraints together can affect pathways, including credential
requirements, compensation, and geographic access. These cases illustrate why understanding
barriers together is important. A moderately winding pathway on any single dimension can be
blocked by compounding barriers.
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Distribution of current workers in growing occupations by English proficiency in the US,1%
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1 English proficiency is defined as speaking only English at home or speaking English “very well”
Source: US Bureau of Labor Statistics IPUMS; McKinsey Global Institute analysis

McKinsey & Company
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Barriers present challenges to worker reallocation that the United States will need to overcome in
the era of Al. The next chapter examines the core tasks for companies, policymakers, educators,
and workers who need to build workforce resilience and enhance the ability to move talent toward
opportunity before the labor market forces abrupt adjustment.
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CHAPTER SIX

Enabling workforce
transitions

Supporting workforce reallocation requires multiple actors, including companies,
governments, educators, and workers. Retraining and reallocating workers isn’t
new, but the scale and duration of the challenge is much bigger in the Al era and
comes from both ends of the labor market. Workers in declining occupations
might need support to access new opportunities, while employers need the skills
required in growing jobs.

No single actor can build these pathways alone. Companies, governments, educators, and workers
each have arole in improving workforce transitions. Working together, they can support more

direct pathways, reduce unnecessary barriers, and help workers adapt as occupations continue
to evolve (Exhibit 29).

No single actor can build these pathways
alone. Companies, governments,
educators, and workers each have a role.
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Enabling workforce transitions will require action by multiple stakeholders.

What 4 stakeholders
can do together

Use skills, not job titles,
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Source: McKinsey Global Institute analysis

McKinsey & Company

Implications for companies

skills, including
Al fluency, in an
ongoing way

— Expect and be
ready to change the
way you work, even
in the same job

Build on existing
skills through

Invest in learning employer-valued
where returns credentials
are clear

As Al reshapes workflows, it also changes the demand for work and skills. Understanding how work
is changing and identifying existing skills in their workforce®® helps organizations determine which
occupations will grow or decline, which employees are equipped to move into growing roles, and
when additional hiring or retraining is needed.

This increasingly shifts the focus of workforce management from job titles toward skills. Companies
can distinguish between employees able to migrate quickly into growing roles, those who need
targeted upskilling, those requiring longer transition pathways, and roles that cannot be filled
internally.*® Companies’ culture and workforce incentives will be key determinants of the skills
employees develop and how prepared they are to adapt.* Helping workers navigate those changes
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also requires transparent communication, structured learning, and involving employees in reinventing
how work evolves in tandem with Al.#2

The mechanisms for supporting these transitions will vary by company size and organizational
context. For example, large enterprises may be better positioned to build internal mobility
mechanisms, such as talent marketplaces, and invest in skill development, while smaller companies
with less scale may rely more on skills-based hiring and external partnerships.*®

Finally, workforce transitions can become a core business metric alongside productivity. Measuring
redeployment, internal fill rates, and employee outcomes and not just cost savings can ensure that
Al strengthens business performance and workforce resilience.** Companies that use agile talent
management programs will have an edge as skill requirements shift.

Implications for governments

Governments can’t specify the occupations that will grow, but they have a range of levers to create
conditions in which workers, employers, and educators can respond more effectively to job changes.
Governments can also help create incentives and support for reskilling at scale. They also often
track data and have early signals of what is working or not working and of the pace of change in
occupations, industries, and geographies.

Better labor-market information is one lever. Timely, granular information on growing occupations,
transferable skills, training requirements, and wages can help workers identify viable pathways into
growing roles, help employers make more informed workforce planning and talent management
decisions, and help educators design programs that reflect current demand.*®

In addition, credential systems can support more flexible workforce pathways. Modular and stackable
credentials, which allow smaller qualifications to accumulate toward broader credentials, and formal
recognition of prior learning can help make pathways more direct and help maintain professional
standards.*® Governments can strengthen collaboration between employers and educators in
designing these systems, helping ensure that credentials remain aligned with labor-market needs.

The way workforce transition programs are funded also matters. Policy approaches in different
markets include public funding that can help workers pay for training, replace lost income, and
combine learning with employment.*” Some governments also direct funding toward programs with
demonstrated employment outcomes, including sustained employment and placement in growing
occupations. The effectiveness of these approaches depends on program design, implementation,
and local labor market conditions.

Finally, governments can reduce practical barriers to make otherwise viable transitions possible.
Housing, transportation, childcare, relocation support, and regional development policies shape
whether workers have access to opportunities in new geographies.

Implications for educators

Educational institutions cannot simply expand existing programs to address the workforce impact
of Al. Training can instead be designed backward by identifying the skills needed in a growing
occupation, the capabilities workers already possess, and any gaps that must be closed.*® The goall
is to build more direct pathways from today’s jobs to tomorrow’s opportunities by helping workers
develop and signal the skills employers increasingly value.
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This requires more flexible, demand-driven learning models and close collaboration with employers
to ensure that training reflects evolving labor-market needs. Short-cycle programs can support
transitions where skill gaps are narrow, while longer pathways are essential for professions
requiring extensive preparation. Modular and stackable credentials help workers build capabilities
progressively throughout their careers rather than treating education as a one-off event.*® Equally
important, educators can publish outcomes including employment rates, wages, and career
progression so workers can make informed decisions about investing their time and effort.5°

Implications for workers

Workers will increasingly need to build new skills as occupations evolve and demand shifts from old
jobs to new ones. Even workers who remain in the same occupation will need to continually update
their skills as Al reshapes work, making ongoing upskilling, not just reskilling, increasingly important.
This demands time, money, confidence, and a belief that effort will lead to better opportunities. The
time, financial, and practical demands of building new skills can be more burdensome for lower-
wage workers, older workers, caregivers, and others with fewer resources, contributing to lower
participation in retraining and learning new, more valuable skills.®'

Successful mobility requires more than just access to courses. Workers need clear destination roles,
credible future wages, and confidence that employers will recognize the skills they acquire. Learning
opportunities are ideally modular, flexible, and compatible with work and caregiving responsibilities,
and help workers develop empowering skills such as resilience that support repeated adaptation as
work evolves. Governments, employers, and educators can reduce financial and practical barriers

to participation.5? Ultimately, building a more resilient workforce will require workers to continuously
develop new capabilities, but also easier ways to make investing in those capabilities worthwhile.

The future of work is not predetermined. Al has the potential to create more and better jobs, but
realizing that opportunity will depend on how effectively workers can move into them. Helping millions
of workers make that transition will be one of the defining workforce challenges, and one of the great
opportunities, of the Al era.
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Final thoughts

History suggests that major technological revolutions have ultimately created more jobs than they
destroyed. Artificial intelligence has the potential to do the same, but only if people have what’s
needed to perform the work it creates. The economies and organizations that realize Al’s full
potential will be those that move talent as effectively as they deploy technology. Creating high-
quality pathways that help workers move into new opportunities quickly will turn Al's productivity into
sustained growth and expanded prosperity.

The economic stakes are rising. Aging populations will slow labor-force growth, and rising
dependency ratios mean future prosperity will increasingly depend on making better use of available
talent. Al could increase productivity, but capturing those gains will depend on how effectively
workers can secure jobs and master in-demand activities. In the age of Al, people and institutions
matter as much as the technology itself.

That is why the quality of pathways to jobs is critical. Nearly every transitioning worker has at least
one pathway into growing work. For about one in seven workers, that pathway is already direct. Other
workers will likely need additional support along pathways that are more winding. Skills remain the
bridge between declining and growing work but are only part of the equation. Credentials, training
time, wages, geography, language, hiring practices, and access to learning determine whether a
pathway that looks possible on paper is walkable in practice.

Realizing that future will require more than better technology. It will require leaders who invest in
people as boldly as they invest in Al, educators who prepare learners not just for their first job but

for a lifetime of adaptation, governments that help make transitions faster and fairer, and workers
who continue to cultivate curiosity, adaptability, resilience, and the willingness to learn. The great
workforce reallocation is already underway. Our challenge is to ensure that it becomes the next great
expansion of human opportunity.

Workforce in motion: Skills and pathways to future jobs in the United States 74



Chapter 1:
Why jobs change

Chapter 2:
The great workforce

Chapter 3:
Pathways lead to
growing jobs

i

reallocation

Glossary

Artificial intelligence (Al): The ability of software to perform tasks
that traditionally require human intelligence, potentially augmenting
or substituting people’s capabilities.

Automation: The use of technology to perform work activities that
would otherwise require human effort.

Automation adoption: The deployment of Al and other automation
technologies into real work activities and workflows within an
organization or labor-force context, determining how much of the
automation potential is captured, how fast, and how broadly.

Barriers: Factors that make an otherwise feasible occupational
transition harder or impossible, degrading the quality of a pathway or
blocking it outright.

Credential: A qualification, certification, license, or degree
associated with entering or performing an occupation. Credentials
may be legally required, preferred by employers, or both; the two
carry different implications for mobility, since employer-preferred
requirements can be changed by companies while legally required
ones typically entail policy or regulatory action.

General-purpose technology (GPT): A technology whose effects are
broad enough to reshape multiple industries and create entirely new
occupations.

Labor demand: The number of workers employers require to perform
work, expressed as full-time equivalent (FTE) employment.

Occupational group: One of 23 broad categories used to aggregate
occupations in this research, based on the Bureau of Labor Statistics
Major Occupational Groups classification, with labels simplified for
readability. (This research, however, covers 22 of those categories, as
it exclude the military group.)
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better pathways transformations

Pathway: A potential transition from one occupation to another,
evaluated according to destination demand, skill overlap, wage
preservation, and time to acquire legally required credentials.

Pathway quality: The strength of an occupational pathway (direct,
winding, or unpaved) based on four conditions: demand for the
destination occupation, skill adjacency, wage preservation, and time
required to obtain legally required credentials.

Reallocation: The movement of labor demand and, ultimately,
workers from declining occupations to growing occupations as
technology and structural forces reshape the economy.

Reskilling: The acquisition of new skills required to move into a
different occupation or perform substantially different work within an
existing one.

Skills: Knowledge, competencies, and attributes that people deploy
to perform work activities, often acquired through formal education,
training, or work experience. Lightcast and ESCO provide a market-
driven classification system for skills.

Skill adjacency (skill overlap): The degree to which a worker’s
existing skills match those required in a destination occupation,
expressed as the share of required skills already held.

Transitioning worker: A worker who moves into a different
occupation after labor demand declines in the worker’s existing
occupation.

Upskilling: The development of more advanced skills needed to
progress within an occupation or move into another occupation.
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