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More than ever before, the U.S. now relies on 
productivity gains for GDP growth
Contributions to growth in real U.S. GDP, overall economy
Share of compound annual growth rate, 1960-2008, %
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Without a productivity boost, younger generations will 
experience slower increases in their standard of living

Improvement in per capita GDP by year of birth
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The productivity gains needed to sustain historic 
GDP growth rates are ambitious

1 62000s1
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The U.S. can achieve historic levels of GDP growth, 
or better

0.2-0.5+

Potential GDP growth
Compound annual growth rate, 2010-20, %
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At the national level, the “trade-off” between aggregate 
employment and productivity levels is at best short-term 
Rolling periods of employment and productivity change, 1929-2009
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Summary

▪ Our sector approach – and why it matters

▪ Patterns in sector contributions to growth

▪ How can governments tailor policies to each g p
sector
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MGI categorizes sectors into six groups according to 
degrees of differentiation and tradability
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Three lessons learned for governments to keep in mind 
as they seek to enable growth

LESSON 1
S i i i tiSuccess in emerging, innovative 
sectors alone is not enough to 
sustain growth

LESSON 2
The mix of sectors in an 

i l i t t theconomy is less important than 
the competitiveness of sectors 

LESSON 3
Service sector growth is critical 
– and particularly so for job 

h
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Even in the United States, innovative new sectors make a 
small direct economic contribution

Competitiveness in new innovative sectors is not enough

Share of US employment, August 2009 (percent of nonfarm employment)
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Three lessons learned for governments to keep in mind as 
they seek to enable growth

LESSON 1
Success in emerging innovativeSuccess in emerging, innovative 
sectors alone is not enough to 
sustain growth

LESSON 2
The mix of sectors in an 

i l i t t theconomy is less important than 
the competitiveness of sectors

LESSON 3
Service sector growth is critical 
– and particularly so for job 

h
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Sector performance has mattered more than the mix of 
sectors for overall GDP growth in developed countries

Sector competitiveness matters more than sector mix

Contribution to total value added, 1995–2005
Compound annual growth rate, %
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Three lessons learned for governments to keep in mind as 
they seek to enable growth

LESSON 1
Success in emerging, innovative g g
sectors is not enough to sustain 
growth; existing sectors need 
attention, too

LESSON 2
The mix of sectors in an 

i l i t t theconomy is less important than 
the competitiveness of sectors 

LESSON 3
Service sector growth is critical 
– and particularly so for job 

h
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Services have contributed 87 percent of GDP growth in 
high-income countries in the last decades

For jobs, service sector competitiveness is key

Sector contribution to growth of value added in high-income countries, 
1985–2005
100% = $10.4 trillion
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Service sectors generate most net new jobs across all 
income groups – and over 100% in high income countries

For jobs, service sector competitiveness is key

Low-income Medium-income High-income 

Sector contribution to a country's net growth of employment, 1985–2005
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Summary
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▪ Patterns in sector contributions to growth

▪ How can governments tailor policies to g
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Our policy approach – framework
Differentiating sector-level policies by the degree of intervention 
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To be effective, policy tools need to be tailored 
to sector characteristics

Degree of intervention
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Policy can determine domestic sector performance –
retail sector performance varies widely around the world
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Hours worked per capita

Retail sector performance in developed countries, 2005
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SOURCE: EU KLEMS; McKinsey Global Institute analysis



To be effective, policy tools need to be tailored 
to sector characteristics

Degree of intervention
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The majority of recent attempts to 
establish local semiconductor industries 

l t h f il d

ROUGH ESTIMATES
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To be effective, policy tools need to be tailored 
to sector characteristics
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A sector perspective on competitiveness and growth

▪ Growth aspirations need to be grounded on a realistic view of sector 
contributions to growth
– Success in emerging innovative sectors is not enough– Success in emerging, innovative sectors is not enough 
– The mix of sectors matters less than their competitiveness
– Service sector growth is critical – particularly for job growth

▪ Effective growth policies are tailored to the levers that matter in each 
sector, yet odds of success vary 
– Policy can determine sector performance in local sectors…
– but cannot guarantee success in globally traded industries– … but cannot guarantee success in globally traded industries 

▪ In tradable sectors, odds improve if policies target economic activities 
with a strong business case for local production; and are executed in 
collaboration with the private sector
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Thank you

This report and 
other MGI research areother MGI research are 
available at:

www.mckinsey.com/MGI
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