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INTRODUCTION  

For those of you unfamiliar with Kelly Services, we are a leading provider of global staffing services headquartered in Troy.  Last year, we operated 2600 offices in 27 countries with sales of nearly $5 billion.

Kelly temporary employees work in a wide variety of businesses and disciplines, including finance, engineering, law, science, healthcare, IT, education and more—we’re several decades and many thousands of degreed professionals away from the original start we had as a provider of office clerical staffing.  
Because we’re in the people business—employing more than 700,000 employees annually, the Kelly business case for diversity is clear-- we place a premium on creating a culture of inclusion in order to: attract, retain, and develop a diverse talent pool and in so doing, maximize profit.  For us, diversity is good business.  

Later today, you will attend workshops that will demonstrate how to build tools and strategies to create inclusive environments, so rather than focus on that, I’m going to discuss some broader issues.  

Obviously, Kelly can’t afford to lose the war for talent.  We spend a lot of time analyzing labor trends, and there are a couple of dynamics that I’d like to discuss with you today.

I suggest in the title of my speech—diverse workforce, diverse workstyle: the answer to the skill shortage—that one, there will be a skill shortage, and two, that companies need to understand and embrace the notion of both a diverse workforce and diverse work styles in order to bridge the talent shortage.

Let me begin today by exploring the specifics of the skill shortage that we see coming.  

 
SKILL SHORTAGE



Now the good news is that the global economy is still growing.  Global growth was estimated at 5% for 2004---the fastest in three decades—and I expect strong growth in 2005.  Here in the U.S., 2004 had the best job growth since 1999 with the economy gaining 2.2 million jobs.   And economists predict another one and a half to two million jobs will be added in 2005.   Already, a half million jobs have been added in the first quarter.

The bad news?  Unfortunately, with the recovering global economy, demographic trends foretell of a serious and marked interruption in the availability of skilled talent, as two trends coincide.

First, we are about to witness the retirement of the Baby Boom, or as Business Week titled it, the coming Geezer Glut.  As they retire we will see the growth in the U.S. labor force drop to a paltry three percent over the next two decades.  Now I’m not talking about 3% a year, total net aggregate growth of 3% over the next two years, and you need to compare that to the 54% growth we’ve experienced during the past two years.

The second trend is that growth in college education rates are leveling off.  The tremendous influx of women and minorities into colleges and universities caused a huge jump in the number of people pursuing a college education.  Now these numbers have reached an equilibrium, resulting in just a 7% growth rate during the next 20 years compared to 42% growth the past two decades.

These two trends are going to combine to create an unprecedented mismatch between the growth of the skilled workforce supply and the demands of our growing, high-tech economy. In just 10 years, there will be 10 million fewer qualified workers than are needed to fill future jobs.  If nothing changes, the shortfalls will peak in 30 years when about 20 percent of skilled jobs will be unfilled.

I’ll add here that even if workforce participation rates for all segments of the workforce reached that currently achieved by Caucasian males----we’d still have a significant gap.  Not necessarily a gap in the numbers of absolute workers, but a gap in the number of skilled workers.

This isn’t really “breaking news”.  Back in the late 90’s, everyone was talking about a new study by McKinsey called “The War for Talent”.  It was about the forthcoming skilled labor shortage.  However, it went from media star to forgotten has-been, due to the recession and other world events.  But, as the economy emerges from the recession, attention is beginning to shift back to the impact of the future skills shortage.  Clearly it is time now for companies and for politicians and government entities to start planning.  

The crisis is most acute for higher skill sets—especially in technology and health care.  Driven by technological advancements, the economy is demanding continually higher levels of training and theoretical knowledge across jobs in every sector.  Technology is also spawning new jobs with cool titles like tissue engineering technician, and telesurgeons….Advances in nanotechnology and biotechnology are expected to have a profound effect on the economy in the next several decades – creating more and new staffing demands.

Now there are three ways to close the skills gap.   The first are political changes that would mandate workforce participation.

An example would be France, where in March lawmakers voted to dismantle the 35-hour workweek, allowing employees to work as long as the 48 hours per week permitted under European law.  Germany, Belgium and the Netherlands are considering similar legislation.

Several countries have implemented or modified their current immigration policies to allow business to recruit additional foreign skilled talent.

For example, in 2001 and 2002, the U.S. admitted more than a million permanent immigrants, or 25% more than we did in 2000.   

Countries are raising mandatory retirement ages to enable workers to work longer.

In the U.S. normal retirement age for Social Security benefits is scheduled to increase from 65 to 67 by 2027.  However, several proposals are currently under consideration to raise the normal retirement age even more and the earliest eligibility age beyond 62 even sooner.  

Across many countries, voter reaction has been generally negative.  And I’m very uncertain how long legislative change can be sustained.  

The second way to close the skills gap is a significant change in society’s and business’ approach to education and skills training.  

In theory, workers in a free-market economy should have plenty of incentive to remain competitive in the labor market by getting a good education and acquiring strong skills.  That's simply not happening enough, especially in heavily industrialized states like Michigan.

Today, fewer than 22% of Michigan adults hold college degrees of any kind.  This figure puts Michigan 5 to 10 percent below states that are leading the nation in terms of economic growth.  Only 14 states are below Michigan in this vital measure.  The skills gap for young workers of Michigan is of particular concern---only 34% of our citizens aged 25–34 have obtained a college degree.

Only 41% of Michigan high school grads actually enroll in some form of post-secondary education, and of those, just 18% graduate with either a college or vocational degree.  

Are the Federal or State governments helping?

Over the years, the federal government has tried its hand at various training and retraining programs, but the results have been mostly disappointing.  Critics say earlier programs often provided inadequate training without tying the training to industry needs. 

Unlike in Japan or China, the decentralized education system in the U.S. has prevented companies and educational institutions from working together more broadly.  We need to take our cue from Europe where they have done a particularly good job of matching school curriculum with industry needs.  

That is beginning to change, as state governments put pressure on state-supported community colleges and other learning institutions to form partnerships with the business sector. 

This factor has an even greater impact in urban areas where students in grades K-12 are not being encouraged to pursue interests in technical fields.  Exposure to engineering and the sciences is critical and we must demand that students of color are aggressively offered programs to peak their interest.  [Otherwise, while the higher education gap among students of color and whites has closed significantly, the downward trend of Latino and African-American students pursuing careers in the sciences will continue.]  As a personal aside, you should know that I was the first in my family to attend college.  Without government assistance, including food stamps, it would not have been possible for me, this issue is not just theoretical, it’s personal.  Coming from a family whose father achieved a third grade education, and a mother an eighth grade education, I understand the critical importance of government support for higher education.  I believe that access to education is critical to inclusion and there’s much more that can be done in this country.  

But the burden of bridging the skills gap doesn’t just fall on the education community and government.  Corporate America can avoid sustaining a direct hit from the looming talent crisis, and in fact convert these challenges into an opportunity, by rethinking and reinventing their talent management processes into a strategy that truly develops and utilizes critical workforce as a competitive advantage.  Companies that retrain their existing people rather than “buying in” new skilled professionals should have a significant leg up on their competition.

Turning to the final option for closing the gap, let me discuss the free agent worker.

According to the U.S. Department of Labor, the term free agent includes those who choose to be temporary employees, independent contractors, freelancers, independent professionals, and consultants.  And the key word there is choose.

Free Agents now make up 22% of the U.S. workforce.  Before the recession, this group was the fastest growing and likely the largest group of workers in the U.S., with fast international growth, as well.  And now that the recession has passed, the rapid increase in this work segment has resumed. 

As an aside…. if you’re thinking ”no wonder Carl cares so much about these free agents, they are the folks that Kelly employs,”  you’re both right and wrong.  Yes, Kelly does employ people that fall into the free agent category, BUT temporary workers make up only 10% of the total population of free agent workers in the U.S.   

Free agents are a very diverse group with a wide variety of backgrounds.  They encompass all demographics and geographies.  They include Generations X and Y as well as the Mature Market.  They cross all industries and educational levels.  But inside the free agent community, you should understand that forty-seven percent have a Bachelor’s degree or higher.  It is a well educated and well paid workforce.

What unifies the free agents regardless of their status, is a common set of values.  They are autonomous workers, driven more by self-gratification, freedom and flexibility, than the need for security.  In fact, they define security as employability instead of guaranteed employment.   They’re also very mobile - over the course of the year, free agents might change jobs more than a dozen times, moving from company to company, assignment to assignment. 

To you and me, this may seem tumultuous, unsettling, even stressful.   But they wouldn’t have it any other way.  

So let’s take a further look at just what’s on the mind of the free agent worker…

First, free agents define success in a different way than traditional workers.  To them, it’s not about making it to the top of the company’s hierarchy, it’s more about doing well in their profession.  Acquiring more experience.  Improving their skills.  Being the best at what they do. 

They expect more pay as they achieve these successes, but they do not expect to be “punished” for their success by being asked to manage people. 

And as I reflect on my own day to day activities, I well know why they want to avoid the whole management thing…

The second main attitude - or psychographic - of a free agent is the need to fit their work into their lifestyle – not their lifestyle into their work.  For the free agent, work has taken on a whole new role.  I think I can say that most of us in this room often feel we have no choice but to fit our lifestyle into our work.  And perhaps we fret a lot about achieving balance.  

Speaking in broad generalities, with us, work often wins.  With the free agents, the lifestyle often wins.

And third, free agents have a high degree of self-confidence in their employability and skills.  When we study the attitudes of the free agent workforce, we have found that 88% of them believe the demand for their skills is moderate to high – a confidence that far surpasses that of today’s supposedly more secure traditional workers.  

And over 60% of free agents think they make the same – or more – money than they would in traditional employment and the majority of free agents say they would not consider returning to traditional work.

And an astounding 87% of them are extremely satisfied or somewhat satisfied with their employment situation.  

Given these great attitudes, I am bothered by the fact that our surveys show that only 13% of the free agent population are minorities, in fact among African-Americans, the participation rate is even lower.  

Why is that?  Well, if we look historically at communities of color, we see generations of family members that either migrated from other countries, or, in the case of African-Americans, migrated en-mass from the south to the north.  These communities were in search of a more secure life for their families, which included stable positions where loyalty and hard work were honored.  Please understand that the mindset of job security still prevails for the majority of Americans (both minority and non-minority).   However, this could account for at least some of the more staggering numbers in communities of color where being a free agent is not seen as traditionally available or embarked upon.

Clearly, to improve the diversity of the total workforce and increase the number of people working, we need to accelerate acceptance of the free agent workstyle amongst minorities, women, individuals with disabilities, and all other communities.  

We also must advocate for change in labor laws.  Right now U.S. labor law heavily discriminates against the free agent worker.   Health and retirement benefits are available only with difficulty.  Concerns over co-employment lead some businesses to ID their free agents differently and to ban them from social functions.   

Let me step back at this point and explain how we got into this predicament with the labor laws.

Currently and historically, the U.S. has defined the workforce as white males, heads of family, working 9-5, five days a week.   This paternalistic perspective never was particularly accurate, but was idealized in the media and reflected in the laws and social institutions of this country. 

Over time, legislation has opened the workforce and culture to women, people of color, individuals with disabilities, and so on---but they still had to work within a legal and cultural framework created for those white males—a framework not conducive to the free agent workstyle.

In fact, for the most part, the current employee benefits system in this country has its origins in the belief that people will work decades for the same traditional employer.  Based on this belief, the U.S., almost unique among all countries in the World, manages health, retirement, workforce safety, training, and other critical programs via the employer.

While economic and labor models have evolved to the point that free agency now claims more than 20% of the workforce, benefits regulation has all but ignored the “employment-based model”, and therefore traditional benefits are often unavailable, or available only with difficulty to the free agent.

The lack of affordable benefits for free agents causes what labor economists call “job lock” and “productivity drag”.  Simply put, workers are making their job decisions based on benefit availability instead of following their heart, their passion and their capabilities, which again greatly influences the options for those in diverse communities.  Rather than moving to a new job that makes them happy and, consequently, more productive, workers find themselves locked into a job where they often become disengaged and less valuable to their employer. 

The U.S. should amend its laws to make critical benefits delivery employment-based rather than employer driven.  

The first generation of free agents was a group that philosophically wanted to be free agents and had the luxury to do so.  The recent workplace trend is generating another group of workers led to free agency by their circumstances, the need to take care of elderly parents or single parents with small children, or those retirees who wish to remain active but are prevented by U.S. laws from having full employment and access to retirement benefits.    

They don’t necessarily prefer to be free agents, but because they need the flexibility to care for an elderly parent or a small child, a traditional 9-5 job is not right for them.

If the U.S. is to meet its skills shortage, we must embrace this group, make it more diverse, and allow them to be productive members of the U.S. workforce.

Kelly entered the diversity struggle at our company’s beginnings in 1946.  Post WW2, the men that returned from military service were pushing women out of the offices and factories as they reclaimed the jobs they viewed as theirs.  Kelly provided work for hundreds, then thousands of these women who were being excluded from the traditional workforce – it was good for the country and good for Kelly.

Diversity is not a do-good thing for a talent company like Kelly.  It’s simply how we do business.  And it’s how we make our money.  

Today we battle the bias against free agent workers.  This discrimination cuts especially hard against people of color, retirees, and single mothers.  The workforce should be more heavily composed of these groups, but due to the bias in the policies against these types of workers, it isn’t.  

We are an advocate for 700,000+ employees and the U.S. workforce in general.  I believe we all need to position ourselves in order to attract the expanding pool of talent that free agent employees offer.

We have choices, we can either celebrate the passion of opportunity or create the politics of opportunism by not allowing significant parts of our population to enter the workforce.  

We can embrace diversity or we can continue to enable divided classes.  We can succeed as companies by practicing inclusion or we can fail as companies by practicing exclusion.  

Companies like Kelly and many of those here today have an obligation and an opportunity to lay the foundation today for the massive change that is currently taking place in our workforce, and is going to continue for the next 50 years.  The US can win the war for talent.  

Thank you for your attention and now I will open it up for questions.
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