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INTRODUCTION

This month’s edition of Pegasus contains two
considerations of economic growth. Whether they
conflict or complement each other I leave for your
resolution.

dernity has turned us more towards one side of the
coin of growth than the other. Modernity, with its
collapse of faith in truth and objective “givens,”
which we ignore to our sadness and spiritual peril,
guides us more towards materialism, self-seeking
and the private good of growth and farther away
from its public good characteristics.

At a minimum, we might say that economic
growth is Janus-headed. It has at least two aspects.

In any case, love of growth is in our natures, it
seems. How, then, should we, if at all, contextualize it?

We each need our daily bread and more to sustain
our human dignity in the world which surrounds
us. But on a more spiritual level of what might
give our lives deep and sustaining meaning to
make that pretense of dignity more than an aspiration, placing too much reliance on materialism
is short-sighted and will not bring us that much
closer to happiness.

Stephen B Young
Global Executive Director
Caux Round Table

One article argues, in line with Thomas Piketty,
that growth is needed to overcome inequalities
and allow more of us to put substance behind our
dignities.
If wealth is both a private and a public good, than
we need more of it. But how much more?
That is a judgment call which draws on our moral,
ethical, spiritual and rational faculties of understanding and mindfulness.
The second comment of mine on Chantal Delsol’s
book, Icarus Fallen, reviews her claim that mo3

GLOBAL GROWTH:
CAN PRODUCTIVITY SAVE THE DAY
IN AN AGING WORLD?
ExEcutivE summary
Over the past 50 years, the global economy expanded sixfold as the world’s population
and per capita income each grew at unprecedented speed. The global population more
than doubled while average per capita income almost tripled to about $13,000 at 2012
purchasing power parity (Exhibit E1). However, there are significant doubts that this growth
bonanza will continue in the long term given that the demographic tailwinds of the past half
century are now waning.
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Exhibit E1
Countries’ population and per capita GDP have each grown strongly
over the past 50 years1
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Views on the outlook for long-term growth diverge. Many people question whether growth
is measured well (see Box E1, “GDP: Strengths and weaknesses”). Some even question
whether growth should be a primary aspiration. However, the McKinsey Global Institute
(MGI), the business and economics research arm of McKinsey & Company, has undertaken
a major research effort on economic growth because we believe it matters. We do not
see growth as an end in itself but as a critical enabler for meeting a much broader set of

4

Box E1. GDP: Strengths and weaknesses
We use changes in gross domestic product (GDP) as
the metric for economic growth. Given the 50-year
historical horizon of our analysis, there are no measures
for assessing the overall economic evolution of a large
number of countries other than GDP, the most widely
available and commonly used metric.1 We anchor our
analyses on changes in aggregate GDP and look at
changes in per capita GDP as a component of the
total. Per capita GDP growth indicates improvements
in material living standards and is itself a key economic
indicator. The size of the overall economy matters,
too. For companies, the market opportunities for their
products and services reflect the number of consumers
in each market as well as their average incomes.
To assess environmental sustainability nationally
and globally, incorporating the impact of the overall
1

population is critical. More broadly, demographic
trends can dramatically shape the economic, social,
and political challenges and opportunities facing
governments (for example, the capacity to meet social
and debt obligations).
We fully acknowledge the many measurement challenges
and conceptual shortcomings associated with GDP and
welcome the many initiatives under way to refine and
broaden the measurement of growth.2
2

The one alternative could be gross national income (GNI), which
allocates income from production by the nationality of the owner
rather than the output of production based on the physical
domicile of operations. However, for our analysis that looks at how
employment and labor productivity contribute to changes in output,
the geographic data available on jobs and establishments makes
the latter a more suitable choice.

For an overview of the evolution of GDP as a measure of
economic performance and the challenges in its measurement
and use, see Diane Coyle, GDP: A brief but affectionate history,
Princeton University Press, 2014. For further discussion, see
Human Development Reports published by the United Nations
Development Programme since 1990 at www.hdr.undp.org/en;
Millennium Development Goals reports and Beyond 2015 reports at
www.un.org/millenniumgoals/reports.shtml; and the OECD’s
Better Life Index at www.oecdbetterlifeindex.org/. Also see Joseph
Stiglitz, Amartya Sen, and Jean-Paul Fitoussi, Report by the
Commission on the Measurement of Economic Performance and
Social Progress, 2009; Yusuf J. Ahmad, Salah El Serafy, and Ernst
Lutz, eds., Environmental accounting for sustainable development,
World Bank, June 1989; and Moving towards a common approach
on green growth indicators, Green Growth Knowledge Platform
scoping paper, April 2013. See Chapter 6 for further discussion.

desirable goals. Growth is a way to expand economic opportunities to the many millions
of people who remain vulnerable and poor. The challenges of meeting pension and other
social obligations that increase as the population ages and of managing public debt are less
severe in a growing economy. Forthcoming MGI research suggests that countries such as
the United Kingdom and France would need to achieve long-term GDP growth that is more
than 50 percent faster than historically in order to start reducing the ratio of public debt to
GDP, given current fiscal balances and interest rates.1
The deep uncertainty about long-term growth prospects makes it difficult for decision
makers in the public and private sectors to prepare for the future. This research is an attempt
to clarify the potential paths ahead. The analysis draws on nearly a quarter century of MGI
research on economic growth across the globe. The aim is to provide a fact base of past
performance and future outcomes if current trends continue, and then to identify and
estimate the size of the levers that could alter the long-term growth trajectory. This report
focuses on the G19 and Nigeria, looking in particular at trends in employment—people
working outside the home as employees or self-employed (including subsistence farmers)—
and productivity, the two major drivers of long-term GDP growth.2

1

2

Given that debt levels are fixed at nominal currency, what matters for debt level reduction are changes in
nominal GDP levels, not real GDP that is adjusted for inflation and is the focus in the rest of the report. This
means that the 50 percent acceleration requirement applies to nominal GDP growth and can be met with
different real GDP growth and inflation levels. Assuming inflation remains at historical levels, real GDP would
need to accelerate by 50 percent; higher inflation in turn would reduce the real GDP growth threshold. The
calculation on the GDP-growth acceleration required to start deleveraging assumes fixed projected interest
rates on government bonds and inflation rates. For analysis on this topic, see the forthcoming McKinsey
Global Institute report on debt and deleveraging.
For many countries, time-series data going back 50 years is limited for both employment components and
labor productivity, defined as output per employee, by industry. For this reason, we chose to focus on 20
countries: the G19 (the G20 grouping without the European Union as a composite member) plus Nigeria.
These 20 countries include a wide range of economies at different stages of their development with a major
impact on global GDP and employment. Together, they account for 63 percent of the global population and
80 percent of global GDP.
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Rapid GDP growth over the past 50 years was exceptional
Over the past 50 years, two factors powered exceptionally fast GDP growth: a rapidly
expanding labor force and rising average productivity.
Growth in the labor force was fueled by two demographic trends. The first was brisk
population growth, reflecting initially high fertility rates, falling infant-mortality rates, and
lengthening life expectancy as hygiene and health-care provision advanced and expanded,
and casualties of war were reduced.3 The second was a rising share of those of working age
in the population—a demographic dividend. Over time, the number of children in each family
declined, and the share of people of working age—15- to 64-year-olds—in the population
climbed sharply, from 58 percent in 1964 to 68 percent in 2014. Employment in the G19 and
Nigeria grew at an annual rate of 1.7 percent in this period, doubling the total labor force and
contributing about 48 percent of GDP growth in these economies.
Rising productivity generated the other 52 percent of GDP growth. Productivity grew at an
average annual rate of 1.8 percent between 1964 and 2014. A number of factors propelled
productivity growth, including a shift from low-productivity agriculture to more productive
manufacturing and service-sector jobs in cities, automation and more efficient operations,
and increasing integration of the world economy that led to more productive modern
businesses gaining share from less productive ones. The average employee generates
2.4 times as much output today as in 1964. Although the average pace of productivity
growth was brisk, there were significant differences in the rate of that growth among
economies. In Western European nations and the United States, labor productivity grew by
between 1.5 percent and 1.9 percent a year from 1964 to 2014 from a relatively high base.
Productivity growth during this period was exceptionally strong in South Korea and Japan,
rising 4.6 and 2.8 percent per annum respectively, allowing these economies to narrow their
aggregate productivity gaps with Western Europe and the United States.

Productivity in developed economies today remains
almost five times that of emerging economies.
Among developing economies, the variance in productivity performance has been
much wider. There is no typical rate of productivity growth in these economies. China’s
productivity grew at an annual pace of 5.7 percent between 1964 and 2014. In contrast,
Mexico and Saudi Arabia clocked less than 1 percent annual productivity growth over
this period. Overall, it is striking that the absolute gap between productivity in emerging
and developed economies has not narrowed. Productivity in developed economies today
remains almost five times that of emerging economies. Narrowing this gap is one of the
biggest opportunities for—and challenges to—long-term global growth.4
Peak employment will occur in most countries within 50 years
The strong demographic tailwind that powered GDP growth has come to an end and
is starting to turn into a headwind in some countries. Fertility rates have declined, in
many countries falling below the replacement threshold that needs to be met to keep
the population steady. Population growth is expected to fall in all countries in the G19
but continue to grow rapidly in Nigeria. The boost to growth from a favorable shift in age
structure has also come to an end. As the bulge of working-age people grows older, the

3

4
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Robert S. McNamara and James G. Blight, Wilson’s ghost: Reducing the risk of conflict, killing, and
catastrophe in the 21st century, Public Affairs, 2003.
MGI has studied the reasons for sustained productivity gaps in more than 20 countries over the past 20 years.
For more on this research, see www.mckinsey.com/mgi.
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average share of the prime-working-age population in the G19 and Nigeria is expected to fall
to 61 percent from 68 percent today. Only Nigeria bucks this trend.
Taking all factors into account, average employment growth in the 20 countries studied is
expected to wane to 0.3 percent a year over the next 50 years, less than one-fifth of the
1.7 percent growth observed between 1964 and 2014. There is a distinct prospect that
employment in the 20 countries overall could peak around 2050 and then settle into a
declining path (Exhibit E2).

Exhibit E2
The global number of employees is likely to peak around 2050
Employees in G19 and Nigeria, 1990–2064E
Billion, at best activity and unemployment rates, 2007–12

Historical
Forecast
Peak employment

2.5

Total
Emerging

2.0
1.5
1.0
0.5

Developed

0
1990

2000

10

20

30

Germany Japan Italy Russia
China
2000
2003 2010 2011 South Korea
2024

40

50

60 2064

Turkey Mexico
Brazil
India
2048
2041
2055
2061
Saudi Arabia
Argentina
2045
2057

SOURCE: The Conference Board Total Economy Database; United Nations Population Division; World Bank; International
Labour Organisation; McKinsey Global Institute analysis

Employment prospects vary significantly. The number of employees has already peaked
and started to decline in Germany, Italy, Japan, and Russia; their labor pools could shrink
by up to one-third by 2064. In most other countries, employment is likely to peak within
50 years. In China and South Korea, the peak is expected as early as 2024. China and India,
the countries with the largest and second-largest populations in the world, respectively, are
expected to follow very different paths. India’s labor pool could expand by 54 percent over
the next 50 years, but China’s could shrink by one-fifth. Other nations, including Indonesia,
South Africa, and the United States, are likely to continue to experience rising employment,
albeit at slower rates.
There is scope to use policy to boost labor-market participation among women, young
people, and those aged 65-plus. We estimate that it is possible to double employment
growth from 0.3 percent today to 0.6 percent in the 20 countries studied. However,
achieving this doubling would require each gender and age group across countries to close

McKinsey Global Institute
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the employment gap with high performers for the group—which would be very difficult.5 In
any case, even 0.6 percent growth in employment is still only about one-third of the rate of
the past 50 years, and insufficient to counter the erosion of the growth of the labor pool.
At historical productivity-growth rates, long-term GDP growth would be 40 percent
slower than its rate of the past 50 years
If productivity growth continued to rise over the next 50 years at its average rate between
1964 and 2014, the rate of global GDP growth would decline by 40 percent in the G19
and Nigeria—from 3.6 percent a year to only 2.1 percent (Exhibit E3). Putting this into
perspective, average GDP growth over the next five decades would be one-third lower than
it was over either the past five years of recovery from the global recession or the energycrisis decade of 1974 to 1984. Over the course of 50 years, such a slowdown in growth
would add up to a significant shift in the world’s growth trajectory. While the global economy
expanded sixfold in the 50 years from 1964, it would grow only threefold between 2014 and
2064 (Exhibit E4).

Exhibit E3
At past rates of productivity growth, GDP growth would slow down by about 40 percent
and per capita GDP growth by about 20 percent
G19 and Nigeria
Compound annual growth rate, %
GDP

Per capita GDP
3.6

Productivity
growth

1.8

-40%

1.8

Employment
growth

2.1

2.1

1.7

0.3

Productivity
growth
Employment per
capita growth

Past 50 years Next 50 years
at historical
productivity
growth

-19%
1.7

1.8
1.8

0.3

-0.2

Past 50 years Next 50 years
at historical
productivity
growth

NOTE: Numbers may not sum due to rounding.
SOURCE: The Conference Board Total Economy Database; United Nations Population Division; McKinsey Global Institute
analysis

5

McKinsey Global Institute

To estimate the size of the potential to expand employment, we assume that all countries close current gaps
to the employment rate of top-quintile performing nations in each demographic category. For prime-workingage women (aged 15 to 64), Norway and Canada, with a participation rate of 75 percent and unemployment
at 5 percent, are the benchmarks. For young people, pre-recession United States is the benchmark, with a
55 percent participation rate and 10 percent unemployment rate. For prime-working-age men, the benchmark
is 90 percent participation and, at most, 5 percent unemployment. For those aged 65-plus, the potential
participation rate is set at 25 percent and unemployment rate at 10 percent. For nations that exceed these
benchmarks in any of the categories, we use their current participation rates instead.
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Exhibit E4
At historical productivity-growth rates, GDP and per capita GDP growth are set to slow in most G19 countries
Employment, productivity, and growth
Medium UN population scenario, best activity and unemployment rates, 2007–12; compound annual growth rate (CAGR), %;
future 50 years assumes past productivity growth rates for next 50 years
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The expected impact of waning demographic tailwinds on the global standard of living
measured by per capita GDP is not as dramatic as it is on GDP growth. The expected fall
in the share of the prime-working-age population age implies a 19 percent decline in the
growth rate of per capita income from the rate of the past 50 years. This would mean the
standard of living rising by 2.3 times over the next half century compared with an increase of
2.8 times over the previous 50 years.
Changing the long-term growth trajectory that appears to be in prospect will largely depend
on the rate of productivity growth. Princeton University professor Alan Blinder commented
in November 2014, “Maybe some of the copious attention now being devoted to assessing
labor-market slack should be redeployed to studying productivity growth. It might be more
productive.”6
Faster productivity gains can compensate for the waning of demographic tailwinds. To
do so fully, productivity growth over the next 50 years would need to be 80 percent faster
than the already high rate of the past 50 years. Productivity would need to accelerate by
22 percent to compensate for the shift in demographics on per capita income. In turn,
productivity growth that is below its historical rate would mean even slower GDP and per
capita income growth.

4%

annual productivity
growth potential

There is large potential to improve productivity if all available levers are fully deployed
MGI developed five sector case studies—agriculture, food processing, automotive, retail,
and health care—to help us to understand the potential scope for accelerating productivity
growth.7 Drawing on this analysis, we find that it is possible—but extremely challenging—to
boost the annual rate of productivity growth in the G19 and Nigeria to as much as 4 percent
a year over the next decade. This would be more than the 80 percent acceleration required
to compensate fully for waning demographic tailwinds.
However, all available means to boost productivity growth would need to be deployed. The
issue, in our view, is not that the world is running out of technological potential for growth but
rather how to ensure that governments and company managers have a strong incentive to
pursue higher productivity by adopting proven best practices from others and by innovating.
Achieving a step change in productivity growth would necessitate strenuous efforts by
business owners, managers, and workers to change established ways of doing things and
to adopt new approaches that improve how they operate. Efforts to improve the traditionally
weak productivity performance of large and growing government and health-care sectors
around the world will be particularly important.

6
7
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Alan S. Blinder, “The unsettling mystery of productivity,” The Wall Street Journal, November 25, 2014.
We used MGI’s micro-to-macro approach to assess opportunities for productivity gains in our five sector
case studies. The sectors we studied are large employers that collectively represent diverse industries and
productivity patterns. We drew on sector data from the World Input-Output Database, dozens of MGI country
and industry studies, and McKinsey’s industry expertise across regions to understand patterns in productivity
performance. We limit our projections to the period to 2025 rather than to 2064 because that is the period for
which understanding today’s starting position can help to guide informed projections.
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Catching up to best-practice productivity could deliver three-quarters of the opportunity
Roughly three-quarters of the total global potential for productivity growth that MGI has
estimated comes from the broader adoption of existing best practices—which we can
characterize as “catch-up” productivity improvements (Exhibit E5). The positive message
here is that these types of opportunity are all known to us and exist somewhere in the world.
Eighty percent of the overall opportunity to boost productivity in emerging economies
comes from catching up. Opportunities include increasing the share of modern retail
formats, increasing the scale and capacity utilization of auto assemblers, improving
operational efficiency in health care, reducing waste in food processing, and shifting to a
greater share of higher-value products or services.

Exhibit E5
Approximately three-quarters of the productivity potential identified
comes from catching up, and the rest from pushing the frontier
Potential per annum productivity growth rate
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SOURCE: McKinsey Global Institute analysis

In developed economies, more than half—55 percent—of the productivity gains that MGI’s
analysis finds are feasible could come from closing the gap between low-productivity
companies and plants and those that have high productivity. There are opportunities to
continue to incorporate leaner supply-chain operations throughout retail, and to improve
the allocation of the time spent by nurses and doctors in hospitals and health-care
centers, for example. Across countries, large differences in average productivity within
the same industry indicate industry-wide opportunities for improvement. For instance, low
productivity in retail and other service sectors in Japan and South Korea reflects a large
share of traditional small-scale retailers. High costs in the US health-care system partly
reflect the excessive use of clinically ineffective procedures. Even agriculture, automotive
manufacturing, and other sectors that have historically made strong contributions to
productivity growth have ample room to continue to diffuse innovations and become more
efficient.8

8

For additional examples, see the MGI reports Growth and renewal in the United States: Retooling America’s
economic engine, February 2011; European growth and renewal: The path from crisis to recovery, July 2011;
Beyond Korean style: Shaping a new growth formula, April 2013; and Why the Japanese economy is not
growing: Micro barriers to productivity growth, McKinsey Global Institute, July 2000. For further examples of
cross-country productivity gaps in different industries based on MGI’s productivity research over more than
20 years, also see James Manyika, Jaana Remes, and Jonathan Woetzel, “A productivity perspective on the
future of growth,” McKinsey Quarterly, September 2014.
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Pushing the productivity frontier through innovation could deliver the remaining onequarter of the opportunity
The remaining one-quarter of the opportunity to boost productivity growth—or about
one percentage point a year—comes from technological, operational, and business
innovations that go beyond today’s best practices and that “push the frontier” of the world’s
GDP potential. In contrast to some observers, we do not expect a drying up of technological
or business innovations to constrain growth. On the contrary, we see a strong innovation
pipeline in developed and emerging economies in the sectors we studied.9 We cannot
account for future developments that we cannot foresee today, and it is quite possible
that waves of innovation may push the frontier far more than we can anticipate on the
current evidence.

In contrast to some observers, we do not expect a
drying up of technological or business innovations to
constrain growth.
Some opportunities require simply continuing existing industry research programs, such
as agricultural research into tailoring and improving seeds and agronomical practices to
raise crop yields in new geographies, and automotive industry initiatives to power cars using
more efficient fuel technology. Others rely on technological innovations that could potentially
transform many different industries. For example, highly efficient and intelligent robots—
or bots—are already boosting efficiency in retail warehouses where they are deployed,
mobile technology is increasingly being used to deliver health care in remote regions, and
automobile manufacturers are installing a broader range of digital features in cars. Advanced
materials such as nanolaminates—edible lipids or polysaccharide compounds—can be
sprayed on food to provide protection from air or moisture and reduce food spoilage, while
carbon-fiber composites can make cars and airplanes both more resilient and lighter.10
The Internet of Things can cut time spent in production processes by detecting potential
failures early, increase crop yields by measuring the moisture of fields, and cut the cost of
monitoring health dramatically.11 Such innovations are not confined to developed economies
but are happening in emerging economies, too. For instance, Aravind Eye Care of India,
which has become the largest eye-care facility in the world, performs cataract surgeries at
one-sixth of the cost and with fewer infections than the National Health Service in the United
Kingdom achieves.12

9

10

11
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MGI has published extensively on the outlook for technology. See, for example, Big data: The next frontier
for innovation, competition, and productivity, May 2011; Internet matters: The Net’s sweeping impact on
growth, jobs, and prosperity, May 2011; The social economy: Unlocking value and productivity through social
technologies, July 2012; China’s e‑tail revolution: Online shopping as a catalyst for growth, March 2013;
Game changers: Five opportunities for US growth and renewal, July 2013; Lions go digital: The Internet’s
transformative potential in Africa, November 2013; Disruptive technologies: Advances that will transform
life, business, and the global economy, May 2013; Global flows in a digital age: How trade, finance, people,
and data connect the world economy, April 2014; and China’s digital transformation: The Internet’s impact
on productivity and growth, July 2014. Also see the discussion of the transformative power of technology
in Manufacturing the future: The next era of global growth and innovation, McKinsey Global Institute,
November 2012.
Manufacturing the future: The next era of global growth and innovation, McKinsey Global Institute,
November 2012.
Disruptive technologies: Advances that will transform life, business, and the global economy, McKinsey Global
Institute, May 2013.
“Driving down the cost of high-quality care: Lessons from the Aravind Eye Care System,” Health International,
McKinsey & Company’s Health Systems & Services Practice, issue 11, 2012. Visit www.mckinsey.com/client_
service/healthcare_systems_and_services/latest_thinking/health_international/archive/issue_11.
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The cross-cutting effects of digitization, including big data, and combinations of these
technologies could yield astounding results. Think of the impact of a combination of big data
and synthetic biology. The cost of gene sequencing is falling sharply, making a huge amount
of genetic data available. Scientists and companies are using these data to develop new
techniques to write DNA and insert it into cells and are even designing DNA from scratch to
produce desired traits—a practice known as synthetic biology.13
Ten enablers need to be in place to fuel long-term global growth
Having ample opportunities to improve productivity does not guarantee that they will be
realized. MGI first identified some of the productivity gaps that persist today more than
ten years ago. Drawing on many years of analysis of productivity and growth as well as the
new case studies in this report, we detail ten key enablers that would need to be in place to
boost productivity growth and thereby help to lift the world economy’s long-term growth
rate closer to its potential. These enablers broadly fall into four groups.
 Enabling catch-up by creating transparency and competition. The first group
of three reflects the barriers to catching up found in our sector case studies, as well
as what we have learned from past MGI productivity studies: remove barriers to
competition in service sectors, focus on efficiency and performance management in
public and regulated sectors, and invest in physical and digital infrastructure, especially
in emerging markets.
 Helping to push the frontier by incentivizing innovation. The next four enablers
reflect the case studies in this report and MGI’s research on the economic impact of
technology: craft a regulatory environment that incentivizes productivity and supports
innovation, foster demand for and R&D investment in innovative products and services,
exploit existing and new data to identify transformational improvement opportunities,
and harness the power of new actors in the productivity landscape through digital
platforms and open data.
 Mobilizing labor to counter the waning of demographic tailwinds. The third group of
enablers draws on the demographic analysis in Chapter 2 of this report as well as MGI’s
body of analysis on global labor markets: put in place regulation and social support to
boost labor-market participation among women, young people, and older people; and
improve education and matching skills to jobs, and make labor markets more flexible.
 Opening up economies to cross-border economic flows, from trade in goods and
services to flows of people. Being open to global economic activity allows companies
and economies to benefit from competition, the flow of ideas, and better practices and
personal connections. This enabler draws on our sector case studies and previous MGI
analysis of global flows.14
Companies are crucial to seizing the full range of opportunities to boost productivity
growth. Much of the scope to improve productivity can be achieved independently from
government policy, whether this involves mechanization in agriculture in emerging countries
or the adoption of best practices in merchandising and online retailing. Businesses need
to play a full part as investors in upgrading capital and technology. They need to take risks
by investing in R&D and unproven technologies and processes. They are central to efforts
to mitigate the erosion of the growth of the labor pool by providing a more flexible working
environment for women and older workers, and training and mentorship for young people. In
an environment of potentially weaker global economic growth, and certainly evolving growth
dynamics, executives need to be adaptable and informed. They need to anticipate where
13
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market opportunities are coming from, and the competitors they will meet in those markets.
Above all, companies need to be competitive in a world where productivity will increasingly
be the arbiter of success or failure.
In this report, we have looked at growth from a traditional economic standpoint. We have
defined growth as expanding GDP and rising per capita GDP. But we acknowledge that
this approach has limitations and that some big questions now being actively debated
have not been addressed in any detail in this report. Some of the productivity enablers we
have discussed will require making trade-offs that might be uncomfortable. Continued
rapid growth will require increasing attention on productivity in resources if that growth
is not to place undue strain on our environment. The good news here is that MGI has
identified opportunities for being smarter about how we use our resources and therefore
achieve growth that is ecologically responsible. The issue of how the fruits of growth are
distributed has also become subject to intense debate in recent years. Rapid GDP growth
has contributed to a significant closing of the income gap among nations but there appears
to be increasing inequality within nations. While perspectives vary on potential solutions to
rising inequality, the reality is that changes in average income will not be enough to increase
demand if most of the gains accrue to individuals whose needs have already been met.
Broad-based income gains will therefore also matter for the growth of markets for many
products and services. We welcome these questions and hope that this report represents
the start of a broader conversation about the nature of long-term growth and its implications
for society.
•••
The past 50 years have been ones of extraordinary economic expansion around the world.
But now one of the twin engines of growth—rapid labor-pool growth—has lost power.
The world economy must forge ahead with just one remaining engine, productivity, firing
at full throttle. Boosting productivity growth is now the only way to drive growth. However,
the business and policy changes needed to sustain and accelerate productivity gains
will undoubtedly involve tough trade-offs. We need to be clear-minded and have a frank
discussion about the difficult decisions ahead. Leaders of companies will need to think even
harder about every aspect of how they do business. Governments need to act on many
fronts to help craft an environment that is conducive to growth. Only sweeping change—and
being smarter about growth—will meet the challenge. Productivity and innovation need
to be at the core of all conversations about long-term growth. Without giving them our full
attention, global prosperity is in jeopardy.

McKinsey Global Institute
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A PHILOSOPHER
HELPS US
UNDERSTAND WHAT
IS WRONG WITH
OUR TIMES

Stephen B. Young
Global Executive Director
Caux Round Table
I want to suggest that, perhaps, economic growth to
promote personal prosperity is the default religion
of our times, save for fundamentalists in Islam and
those defending the magisterium of the Catholic
Church and others who look beyond this world for
meaning and guidance.

“be.” Our essence, therefore, is what we wear or
what we choose to buy. The woman was presented
to us as empty, a shape without content. Her mind,
her emotions, her personality and her story were
not necessary to her being real. The advertisement
proposed to us that those immaterial factors had no
substance with which to form a person. Only her
consumption could complete her reality in the world.

We have fallen, to use the Christian metaphor applied to Adam and Eve, to the use of materialism as
filler for a spiritual void. Obviously, this endeavor
cannot succeed in reaching its stated objective. Our
desire for the spiritual cannot be slaked with that
which is not spiritual. So we are reduced to infusing spirit into the material things of our world or to
giving up on spirituality to live in an unredeemed
and unredeemable cosmos. As Max Weber put it,
we accept the disenchantment of the world and live
disenchantedly with our possessions.

Consider also how in China for 45 years now, materialism in the form of economic growth has been
offered by the Chinese Communist Party as the
grounds for loyalty and conformity on the part of
those it seeks to rule.
In the United States, starting in 1980, Americans
turned more and more to debt to finance the purchase of their desires. It was part of the “greed is
good” morality made notorious by the movie Wall
Street. This culture led, inexorably, to the over-leveraging of the housing market, a speculative
bubble in sub-prime mortgages and the collapse of
credit markets in 2008.

I am reminded of a very large billboard that was
placed looking down on the intersection of Snelling
and Grand avenues in St Paul, Minnesota, where I
live. It was covered with an advertisement for the
Mall of America, a destination for shoppers which
has a plethora of stores. Some 40 million people
from around the world shop there each year.
The billboard featured the picture of a well-dressed
young woman with a big smile on her face. The caption read “Be yourself.” Surrounding her were the
logos of fashion brands on sale at the Mall.
I was taken aback by the reductionism of the human person in this message: without showing off
brands, this woman and all the rest of us would not
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Our times are those of “modernity,” of the post-industrial economic order, where our culture at the
midpoint of the distribution of all individual variances has become one of post-religion and posttruth.

These givens of modernity corroded away the previous givens, which were less tolerant of self-actualization.

The French philosopher, Chantal Delsol, in her 2004
book, Icarus Fallen, has given us an explanation
of why this has happened: we have lost our way in
finding sustainable happiness.

Thus, ethics and morality are not really possible
now, but selfish conquest of what the material world
has to offer us is right at hand. We are reduced,
Delsol argues, to our biological life, which becomes
overvalued. Materialism surfaces as the medium
for our search for happiness.

We, therefore, have fallen back to a default position
of materialism with economic goods as the means of
living well and happily.

Delsol sees no hope for recovery of the spirit, but
even so, she reminds us that all is not lost: “If all
hope is lost, then let us at least have fun!” (46)

Thus, I propose that the way out of our sad and always frustrating condition – because there is always
more we can desire and acquire – is the vision of
sustainable development to be ratified this coming
September by the United Nation’s General Assembly. But more of that later in this essay.

Since ideals only survive in those who give them
witness and since individuals are no longer
equipped to give witness to anything other than
their own desires, there are no ideals left in the
world of any significance or stature: no auctoritas,
no dignitas, no gravitas.

Briefly, according to Delsol, we have replaced belief
in externally created conditions of happiness, with
which we must align ourselves, with a conviction
that happiness is internal to us and follows our
personal demand curve for the satisfaction of our
desires.
Delsol writes: “A society of facile comfort produces
narrow, petty people, not because, through some
kind of spontaneous generation, they are born without character, but because, in the absence of conditions that would allow it to develop, their character
remains latent.” (xxv)
We cannot develop character, she says, because we
have “rejected the structuring givens” of what it
means to be born into the world as a human person.
Those givens, once in pre-modern times, pointed
us to spiritual goods as providing meaning and
purpose. Within the constraints imposed by our
human-ness, we could more easily reach out for a
vocation that would carry us over into the realm of
ethics.

Modern individualism, Delsol insists, privileges
freedom when freedom for a self is only an empty
form awaiting content. At the level of the individual, freedom is a means, not an end. Where can the
ends come from?

“We find ourselves in a society that is waiting, waiting for certainties to appear, [and] does not know
what it is waiting for.” (xxvii)

Delsol notes that ends and ethics come about whenever a person chooses responsibility, daring to be
being held accountable to and for others.

Modernity, Delsol writes, has its distinctive givens:
1) there are no ideals – all ideals have disappeared,
leaving us in a world without signposts; and 2) for
individuals, the only point of reference for how to
live is the self. Each of us is “spinning around within the walls of our self.” We are to find due north
without a compass, each using himself or herself for
a source of direction. (70)

With freedom, we can choose what it is we take for
ends, but the choice transforms us out of modernity’s anxious indefinite quest for meaning into a
leader taking a stand.
Delsol further observes that modernity has transformed our basic institutions: the economy, politics,
morality and religion.

16

The economy is no longer about the harsh calculus
of getting the most from scarce resources, but seeks
to provide satisfaction of entitlements that each
may gain what he or she desires. Objects of desire,
being subjective in their value, resist refutation,
Delsol argues, so that there is no desired good which
is not good. Under conditions of modernity, it is
not legitimate to tell somebody “No; you can’t have
that.”

And finally, for modernity, religion now must each
have his or her own personal God. Certainty for
each is based now entirely on the intuition of each.
(60)
Perhaps this also explains why higher education
has become mostly a complex social mechanism
for the production of high paying careers. If
nothing stands certain, what can teachers teach?
Just critical thinking skills to help their students
deconstruct whatever it is that the students find intellectually uncomfortable supplemented by public
presentations of whatever the professor has a mind
to profess.

Compulsive economic accumulation is the result.
Over the last 50 years, we have built for ourselves
an order of production, finance and consumption
where 1% controls 48% of all wealth.
In politics, we no longer seek structures of order,
says Delsol, but an end to the giving of orders.
Authority now must rest on consent and everyone’s
voice should be heard. It is an anarchy of individual
wills. No one needs to listen to anyone else on one
level.

The structure of modernity makes it impossible for
leaders to emerge. No leader feels that he or she
has firm grounds on which to stand in making a
decision, one way or another. Decision-making has
reduced itself to a group process of negotiating the
most common denominator about those who have
a say, which can be everybody except those who
have been defined as “intolerant” or “old fashioned.”
The leader is no longer the source of vision, but the
subordinate rapporteur for those in his consentual
coalition. In Delsol’s words, leadership has become
merely the maintenance of complacency.

But on another level, this anarchy rests on a principle of complete tolerance and acceptance. There is
no deviance to be seen or found any more. We are
to live without discrimination. All lifestyles are of
equal value and what must be tolerated should be
facilitated in realizing itself, according to Delsol. To
accept that which comes from others is oppressive to
the self.

Delsol writes “… he is afraid to invest in projects
that may turn out to be worthless. And so he
chooses the certitude of the present.” (183) People
in positions of authority more and more just “hunker down” and see themselves as managers, serving
the immediate needs of the organization.

Modernity has destroyed morality. Under conditions of individual entitlement and complete tolerance, there is no sin, no evil and only imperfect
social structures. Change the structures and all will
be well. Since the good is now adequately proven
by subjective satisfaction, Delsol points out that we
strive to live out our subjectivities, whatever they
may be.

Delsol worries that this individualism will “drive us
to disaster.” (50)
To change our course, she advises that we should
re-discover the structures of existence through the
construction of a new anthropology of the human
person. (38) Reality chains the ambitions of every
Prometheus, subjecting his desires and hopes to a
discipline not of his own making.

Our good is that which pleases. It is short-term,
day in and day out, perhaps even shifting its aims
instantaneously from time to time.

The mission she advocates is
“to develop freedom where it is
lacking and to arouse
responsibility where it falls
short.”

Chantal Delsol
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“Civilized order is the product of a permanent effort
of vigilance.” (222) We need to seek out truth, but
modernity denies the possibility of our having truth.
So maybe we need to put an end to modernity and
its pervasive materialism as our grounds for happiness?
“Social well-being and happiness in general are not
only the result of rational undertakings, but rather
– and more than anything else – the results of an
intrepid will to hope, together with a vigilance with
regards to being, that is, reality.” (223)
The man of vigilance has no guarantee, Delsol
affirms. (225) As Albert Camus told us not so many
years ago, such a man lives in the “absurd.”
Yet, for all the uncertainty imposed on such a person by the conditions of modernity, such a person of
vigilance “considers that he is guardian of the world
in both the present and the future. He assumes responsibility for the betterment of the world because
he feels clearly that the world cannot remain as it
is.” (226)
Because such a person – a leader – holds within
himself the points of reference for a better society,
he or she feels an obligation to bring this society
into being.
Delsol leaves us with a mission based on the discoverable truth that “happiness should really be
defined as a balance of opposites: liberty and responsibility, security and risk.” (167)
The mission she advocates is “to develop freedom
where it is lacking and to arouse responsibility
where it falls short.” (167)
I suggest that the U.N. project to adopt global goals
for sustainable development fits well within Delsol’s
mission. Some of the goals seek to expand both
freedom and the material conditions which make
freedom worth having. But all the goals seek to
arouse in each of us a sense of responsibility.
We must overcome living in the “absurd,” which
thrives in materialism, with convictions about
meaning, which come only from the spiritual parts
of our nature.

18

Outro: Progress
and Growth

One of the things that I love about working at the
Caux Round Table is that we focus on big issues in a
thoughtful way. We don’t simply state that individuals and businesses should behave in moral and ethical ways, rather we illuminate the ways that this is
good for business, workers, and society at-large.

“You have a class of young strong men and
women, and they want to give their lives
to something. Advertising has these people
chasing cars and clothes they don’t need.
Generations have been working in jobs they
hate, just so they can buy what they don’t
really need.

This report by McKinsey shouts “Growth! Growth!
Growth!” and attempts to call out the ways that
growth can be accomplished without even a thought
for what the past growth has led us to, if the constant striving for growth is a good thing, and what
might be the alternatives to growth.

“We don’t have a great war in our gener
ation, or a great depression, but we do, we
have a great war of the spirit. We have a
great revolution against the culture. The
great depression is our lives. We have a spiri
tual depression.”

After putting together this month’s issue of Pegasus,
I read through it (again) to attempt to put my own
spin on it and I was relieved, after reading the McKinsey piece, to read Steve’s cogent summarization of
Chantal Delsol’s salient points from Icarus Fallen.

While some research points to the vacuous vessels
that we become when pursuing material possessions and unyielding growth, other research points
to solutions; Experiences over Things, Nature over
Urban Noise, and an increased sense of Community.
According to recent psychological research, when
we are waiting for experiences we feel anticipation.
However, when we are waiting for material items,
we feel impatience. Experiences open us up for
greater social connectedness whereas possessions,
increasingly, are about individualization and narcissism.

Of course, economic growth is a valuable thing.
However, when you reach the point that productivity, sales, and CEO pay grows year after year
and yet average worker salary stagnates, perhaps
something is amiss. We have reached a point where
growth is great for the few and yet the crumbs of
that growth are directed towards the nuisance
pursuits of material accumulation for the many. We
have been fed a steady diet of commercialization
and celebrity endorsements. We readily lap up the
learned helplessness of Affluenza as we work to fill
spiritual voids with myriad objects. Indeed as Chuck
Palahniuk wrote,

And this brings us to the question of whether or not
all that growth that McKinsey speaks of is a good
thing?
McKinsey talks about productivity growth, but
what about the wage growth? A recent report by the
Economic Policy Institute shows that for the past
forty years, growth in productivity has far outpaced
growth in wages. We will have more from this study
in future issues but for now this chart suffices to
illustrate the point.

“We are the middle children of history, 		
raised by television to believe that someday
we’ll be millionaires and movie stars and
rock stars, but we won’t. And we’re just
learning this fact.
“I see the strongest and smartest men who
have ever lived, and these men are pumping
gas and waiting tables.
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But beyond that, McKinsey talks about the standard of living rising by 2.3 times over the next 50 years compared with 2.8 over the past 50 years. Even though current projections are lower than previous growth, the
current level is already unsustainable by almost every metric.
The report details efforts at improving operational efficiency in health care – when what studies have shown
is most effective for health and healing is empathy, time, and human contact. Further, high costs in the U.S.
health care sector partly reflect the excessive use of clinically ineffective procedures. The reason for this,
in the minds of many experts, is the fact that there is a lack of transparency in the health care market and
the patient is not the end consumer; in fact, the insurer is. McKinsey also calls out reducing waste in food
processing – when the average western consumer wastes nearly 40% of the food that they actually purchase.
Apparently we need more and more growth without being responsible with the growth that we’ve already
gained.
While growth can, of course, be good, it is certainly worth noting what specifically is growing and at what
cost. Only once we’ve made those types of calculations can we truly know the value of growth like McKinsey
recommends.
As always, I welcome your comments.
Erik Sande
Director of Strategic Communications
Caux Round Table
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