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Chris Howard
Global Chief of Research

In our last Gartner Business Quarterly, we shone a light on aspects of productivity, especially
related to the broad adoption of Al. This quarter, our focus is still on the workforce: their need
for new skills and ways of working, the partnership between people and machines, and human-
centric Al.

Big demographic shifts are happening around the world. A wave of people is retiring at the
end of decades-long careers, but in many places, birth rates are declining. This pattern has
been acute in Japan and South Korea for some time and now stretches into the Western
world. As a result, the mix in the workforce is changing and the need for automation to
cover the potential gap in productivity is increasing. Additionally, many organizations face
a daunting knowledge transfer challenge that will get even harder with any austerity arising
from global financial pressures.

The key to implementing Al successfully is human-centricity. This means training the machines
to become more human and reducing employees’ cognitive load. Generative Al provides

the opportunity to create stronger bonds between humans and machines, within ethical

and psychologically safe boundaries. Smarter technology will provide the connective tissue
throughout the enterprise as multiple parties co-own delivery of digital initiatives. Human-
centricity and Al literacy are the first principles as you enter the next phase of Al adoption.

This is both an exciting and daunting time for enterprise leaders. You need to deliver value using
a mix of employees and machines, at a time when Al has moved machines into the workforce as
powerful partners. This issue of GBQ will give you essential perspectives for success.
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Deliver the Productivity
You Urgently Need in a
World of Fewer Workers

by Andrew White, Dwight Klappich and Helen Poitevin

Executive leaders are failing to automate at the scale needed

as workforces shrink. To boost productivity, they must deploy Al,
machines and robots in a smarter, more selective way and invest
in the people needed for the work that has to be done.
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Current conventional wisdom says » Figure 1. Al Productivity Improvement Hopes Versus Productive Labor Pool Loss

that Al, and automation more generally, llustrative

threatens jobs."?>34° But few executive

lead it i ial . Needed Al

eaders appreciate a greater social +10% improvement to labor
and economic risk: as many countries’ productivity
working populations decline, emerging

technologies such as generative Al (GenAl) +5%

mature too slowly to automate all the work S

. tatus Quo
that needs to be done. The key question =~ = oo
is whether productivity, most likely driven
by Al, improves faster than the workforce -5%
shrinks (see Figure 1).

Available labor that

needs to be more
Many organizations must operate with a smaller pool of -10% productive

available labor today. Executive leaders must therefore:

- Make smarter, targeted automation an urgent
C-level priority. N
Today The Future

« Invest in the people needed for the work that
must be done. Source: Gartner
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Why Organizations Face Labor Shortages

Yes, the global population is still growing.? But that is the wrong trend for organizations
to watch. Instead, organizations should be concerned that many countries’ workforces
are declining, or are set to do so, for three main reasons:”®

« A world of the aged — Populations are growing older.® Both advanced and developing
economies, such as Japan, Italy, the U.S., Germany and China, are experiencing
aspects of this trend.”®™2 The dependency ratio — which compares the number of
people of nonworking age with the number of working age people — is therefore
growing quickly.®

« A world with fewer children — Fertility rates are low and/or declining. In most richer
countries, the rate has fallen below the so-called “replacement level” of 2.1 births
per woman that would keep the population size stable.*' The fertility rate in the U.S.
for example, has been below replacement level since about 2007.'® That means your
highly experienced workers will be retiring faster than younger employees can replace
them. The fact that fertility rates fell below replacement level 20 or 30 years ago in
many countries is the chief driver of the current contraction in working populations.

» A world where finding more workers is difficult — Immigration, a potential remedy,
is politically sensitive in many countries. Moreover, few regions outside of Africa have
booming working populations that richer economies could target to help offset the
contraction of their own labor force.
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Many organizations are facing labor constraints even before they account for the current
impact of these trends. Two factors stand out:

» Mismatched skills — The abilities that workers have may not be the ones employers need.

- Employee expectations — Some workers are highly selective about which organizations
they are willing to work for based on the employer value proposition (EVP) (See Figure 2).

) Figure 2. Three Drivers of Declining Availability of Critical Talent
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on talent management exceed
their capacity to deliver.?
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Source: Gartner
22025 Gartner HR Priorities Survey, n = 72 talent management leaders.

bThe $8.5 Trillion Talent Shortage, Korn Ferry.
¢ The Future of Jobs Report 2023, World Economic Forum.
42024 Gartner Voice of the Candidate Survey (2Q). n = 3439 candidates.
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The Work and Workers You Have May Not Be the Type You Need

In his book “The Age of Decay,” Shamil Ismail posits that as societies grow, essential work
develops to keep the society itself functioning.” This could include the provision of basic
needs such as water, electricity, food, healthcare and education.

As the population grows, these services and the workforce to support them both expand.
But as the population declines, basic services do not decline at the same rate. Many are
baked into the underlying infrastructure of society, and consolidating and shutting them
down is politically difficult. Ismail suggests that many working populations will shrink so
much that there will not be enough workers with the skills and interest to support essential
services, triggering a cycle of decay.

Ismail argues that Al and technology will not solve this problem. But we believe smarter,
more targeted automation of work at scale, including the use of Al, can help produce
desperately needed productivity growth and maintain vital infrastructure.®

Make Automation a Strategic Priority Now

Immigration has become increasingly unpopular in many countries, but automation —
via conventional machinery, robots or Al — offers a tech-driven way of mitigating the
growing challenges arising from labor shortages. Tactical investments or small, bottom-
up initiatives won’t be enough, however. The C-suite must make automation a strategic
priority and align it with overall business objectives.

Almost all companies are looking at ways to use automation to support their businesses.
Ninety-three percent of supply chain leaders we surveyed — across industries,
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geographies and company sizes — said they were, or were planning to, use automation
over the next two years.” This move is not merely aspirational: Eighty-two percent of these
respondents said they were already using automation or were in the process of deploying
it. And, strikingly, nearly 50% said labor availability challenges were the primary labor-
related issue affecting their automation purchase decisions.

Take robots, for example. They have the potential to replace humans in many jobs, but
these are roles companies already struggle to fill. Using robots to perform core societal
jobs, including repetitive, dirty, dull or dangerous ones, will also create many new jobs
around the robotics ecosystem, such as building, deploying and supporting fleets and
new roles that emerge as the robot population grows. Robots will also free up humans
to do more valuable tasks that they are uniquely equipped to do, just as ATMs previously
transformed bank tellers from money counters to providers of value-added services.?°

When robot fleets are small and narrowly focused, a technical specialist or an engineer
might be responsible for making sure the robots do what they are supposed to do.
However, as the size and scope of fleets grow, this arrangement will not be enough. Robot
management today resembles the IT function in the late 1970s and early 1980s. Back
then, IT was a separate technical unit that owned the organization’s data center, and the
business users used IT as rudimentary tools for tasks such as accounting. Today, the IT
function is a large and influential part of the organization and will become even more
strategic as firms look to scale up automation programs.

As robot fleets and use cases grow, companies will need to establish a formalized
management structure for them, based on special competency centers that drive
successful robotics adoption. Also, in addition to managing people, frontline managers
will increasingly oversee and support robots.

Gartner Business Quarterly 1Q25 | 7



Executive leaders facing labor shortages

now or in the near future should therefore:

« Prioritize a strategic program to
dramatically improve productivity,

leveraging core automation and robotics.

- Develop an organizational structure
to support a successful rollout of the
technology throughout the enterprise.
Address evaluation, adoption,
prototyping, deployment, management
and support.

- ldentify fundamental business services
and critical business processes
requiring high degrees of flexibility and
adaptability. Focus on learning how your
human workforce performs these tasks
to understand what capabilities can
be augmented with technology such
as robotics or Al.

- Develop a robotics competency center,
typically within operations, that can
create the organizational structure for
managing robotics from knowledge
gathering to deployment and support
and maintenance.
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« Build internal robotics expertise with
an emphasis on business value, not
technical design.

» Implement strong governance and
control to address things such as
formalizing the robotics selection
process, outlining expected contract
service-level agreements, understanding
pricing mechanisms and defining
cybersecurity standards.

Augment and Automate Work
With the Worker in Mind

Executive leaders need to balance targeted,
accelerated investment in automation

with investments in the people needed

for the work that remains. The opportunity
depends on your starting place.

Struggling to Meet Production
or Operational Targets

When organizations have difficulty
hiring to meet production or operational
targets, often in a particular geographical

location, they need to:

» Accelerate automation by exploring
where Al, physical machines or robotics
could help generate stakeholder value
and contribute significantly to growth
or mission achievements. Then, look for
ways to minimize human touch while also
looking at the roles and responsibilities
people would be motivated to take on
(such as maintenance of robotics and Al).

« Invest in their employer brand with
marketing and communication initiatives
to increase visibility in the local labor
market and attract people, including on
temporary assignments.

« Invest in new locations where labor
market data and forecasts indicate a
sustainable talent pool for the number
of years of planned operations.

A Large Wave of Retirement
and Knowledge Loss

Organizations face great knowledge loss
when large groups of employees retire,
often due to decades of low attrition

following an earlier burst of growth
and hiring. They need to:

« Invest in GenAl for knowledge
management by focusing on knowledge
capture and improving abilities to search
and retrieve information.

e Accelerate Al transformation
initiatives, starting with experiences that
important stakeholders and customers
will value. Use Al in combination with
other technologies to meet stakeholder
and service requirements with
fewer workers.

« Invest in their employer brand and EVP
to either retain older workers wanting
flexibility and an easier path to retirement
or to attract younger workers interested
in growing in the organization.

High Attrition and Significant Changes
to the Scope of Roles

When organizations see high attrition and
significant changes in what roles entail,
it's often due to a long period of gradually
increasing digitalization and automation.
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Organizations need to:

» Design new roles and benchmark them against local
pay levels. Make these jobs more varied and give new
joiners the opportunity to work across different parts
of operations. Organizations in hospitality, warehousing
and logistics that have reconfigured roles found that
they competed better for talent, leading to better
overall outcomes.

« Invest in the EVP by promoting roles that allow people
to grow and learn and keep them engaged by providing
a mix of experiences.

» Co-create solutions with employees who feel
threatened by the changes. It generally helps to keep
them focused on stakeholder value rather than on details
of how work is changing.

Anticipation of Future Issues Due to Al Investment

Organizations may have few current talent challenges,

but future issues may arise from aggressive Al investments.

They need to:

« Build Al literacy through communications,
learning content, peer connections and on-the-job
learning opportunities.
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» Set up workforce planning and organizational
design capabilities that track organizational health
and can support teams that need to redesign roles
following Al implementations. For example, after one
brand merchandising team rolled out Al-augmented
decision support, leaders discovered that the scope and
organization of merchandising decisions across teams
and team members didn’t make sense. As a result, they
needed to rethink roles and team structures.”

« Set and communicate clear guiding principles about
how to orient Al investments to improve individual
employees’ abilities to deliver stakeholder value.
Include guidelines related to how Al will not be used.
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