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Today’s Learning Agenda

Complexity
People, Technology, and Skills

The “Double-Helix”

From Agencies to Agency




What is a labor market?




Is it national?




Is it regional?







“Plans are useless — planning is
essential.” — General Dwight Eisenhower




The Workforce Futures Trilemma

 Demography
* Technology
* Adaptability

THE
WORKFORCE
TRILEMMA




Demographics: Population growth

Population growth rate, 1990 to 2021

The growth rate is the population change determined by births, deaths, and migration flows.
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Demographics: Labor force participation
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Here comes Al




Artificial Intelligence: Powering Up

Blue=ChatGPT 3.5
Green=ChatGPT 4

80% exposed to Al
20% fully automatable

Automation “inversion”

Exam results (ordered by GPT 3.5 performance)

Estimated percentile lower bound (among test takers)

100% —

0%

GPT4 W
GPT 4 (no vision)
GPT35 W

(Graph from Eloundou et al., “GPTs are GPTs,” [CC BY-SA 4.0].)



https://doi.org/10.48550/arXiv.2303.10130
https://creativecommons.org/licenses/by-sa/4.0/

Artificial Intelligence

Sectors with a high potential for Al-enabled automation
show increased employment shares for higher skilled
workers

Steady-state for middle-/lower-skilled workers
Skill development/human capital accumulation continue to

be the best defense against job loss amid technological
change

Sector occupation employment
' share (%)

23 50
Percentile of Al exposure

Source: https://www.nber.org/papers/w31357



https://www.nber.org/papers/w31357

Artificial Intelligence & “the C-

Suite”

Accenture paper (2023):
 Companies need more dynamic business strategy
e 21% of companies have integrated Al
* Tech-forward companies out-perform competitors




Artificial Intelligence & “Growth-min

 Tech-forward companies aren’t all tech
companies

Distribution of tech-forward
companies by industry

Insurance

Comms, Media & Entertainment
Capital Markets

Retail

Pharma, Bio Tech, Life Sci
Matural Res
Cross-industry :

Agrospace &

Consumer Goods

and Equipment

Airline, Log >s & Transpartation

Energy

Tech-forward companies

Il All other companies




Artificial Intelligence & “Growth mindset”

e Tech-forward executives are tech-fluent:
principles, vocabulary, systems

 Tech-forward companies have C-suites and
boards with a “very strong tech mindset”

 “Growth mindset” and upskilling also
important for CEOs




“Growth mindset” and the Skills
“Double Helix”




NONCOGNITIVE TECHNICAL
SKILLS SKILLS

b
SOC(AL-EMOTIONAL SKILS
EMPATHY

SCIENCE

* The human “operating system” A

(MATHEMATICS
~
P .

Skills Double-Helix

GONSCIENTIDUSHESS

* Technical skills are “taught”

PROFESSIONAL SKILLS

* Noncognitive skills are “caught”

* Noncognitive skills = “growth
mindset”




The employer view

A new skills paradigm

STEM skills drop in importance
as people skills rise to the top.

2016 2018 2023 Most critical skills required of the workforce

42% Time management skills and ability to prioritize
Ability to work effectively in team environments
Ability to communicate effectively
Willingness to be flexible, agile, adaptable to change
Analytics skills with business acumen
Ethics and integrity

33%

Industry/occupation specific skills

Proficiency in reading, writing, and mathematics
Foreign language

\ 31 Capacity for innovation and creativity

11 Basic computer and software application skills

Source: Augmented work for an automated, Al-driven world | IBM



https://www.ibm.com/thought-leadership/institute-business-value/en-us/report/augmented-workforce

Noncognitive Skills

Industry-
Specific
Hard Skills:

Welding, Coding, e.g.

Basic Skills:

Mathematics, Science, Reading, Writing,
and Problem-Solving

Noncognitive Skills:

Resiliency, Communication, Integrity, Initiative, Adaptability,
and Flexibility

Source: Minding Our Workforce, ed. Brent Orrell
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https://www.ibm.com/thought-leadership/institute-business-value/en-us/report/augmented-workforce

What’s the future of noncognitive skills?

° Generative Al to reach”top Technical capabilities, level of human performance achievable by technology
quartile” human ability 10 years i ©
sooner Estimates pre-generative Al 2077)' @@ Med

Creatmity

° SO, What ShOUId Students and Natural-language generation
workers do?

Social and emotional reasoning

Source: Economic potential of generative Al | McKinsey

Social and emotional sensing



https://www.mckinsey.com/capabilities/mckinsey-digital/our-insights/the-economic-potential-of-generative-ai-the-next-productivity-frontier

A Two-fold Answer

 Skills are an investment. Hedge them.

* Advances in generative Al could help across

skill levels:

Increased productivity by 14%

Faster on-boarding, less turnover
Less-experienced gained most
Higher customer satisfaction

Al built on “best-practices of high-skill

workers”
Solving “Polanyi Paradox”

A. SAMPLE CUSTOMER ISSUE

Visitor X

My name is Alex. I'm super frustrated, I've
had customers calling me all day saying they

can't access their information on the website
or that the website isn't loading. | need this
fixed asap.

11:31:115 AM

B. SAMPLE AI-GENERATED SUGGESTED RESPONSE

Open ) Understand

| completely understand, Alex! | can definitely assist you
with this! Can you please provide the email associated with
your account? =3}

It is nice to meet you, Alex. Happy to help you get this fixed
asap! To set expectations, what I'll do first is find your
account with us the system and then we can walk through

this step by step. Sound good? oy -
Source: https://www.nber.org/papers/w31161 H y

—


https://www.nber.org/papers/w31161

Minding Our Workforce

* Key Takeaways

* Theories of noncognitive skills grounded in
socio-economic theory and interpersonal AR
neurobiology s

MINDING OUR
* Correlate to labor market success (high wage WORKFORCE
and satisfying employment)

The Role of Noncognitive Skills in Career Success

Edited by

. . . BRENT ORRELL
* Al may improve social-emotional response and

perception

AMERICAN ENTERPRISE INSTITUTE




Take-homes:

Uncertainty is a challenge & an opportunity
Labor shortages are chronic
Flexible workforces, flexible workers
Get men back to work, help kids prepare

Build up agency and streamline agencies




Brent Orrell

@Orrell AEI



mailto:Brent.Orrell@aei.org
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