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JADB — The age of productivity

The Key Role of the Service Sector

Raising the productivity of services is a must to boost economic
growth and improve the standard of living of all Latin American
and Caribbean people. Sixty-one percent of all workers in the
region are employed in the non-tradable service sector, and the
competitiveness of the primary and industrial sectors depends on
having good transport and communications, efficient storage and
distribution systems, and many other services.

The productivity gap of service companies in the region
compared with the United States is 85 percent. Meanwhile, the gap
in productivity for the region’s manufacturing sector, which employs
about 20 percent of the workforce, is 61 percent. In the agriculture
sector, which employs about 18 percent of the total workforce in the
region, the gap is only 20 percent (Figure 4).

FIGURE & Average Annual Labor Productivity Growth in
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Gap of productivity of Latin America

compared to US:

* Low Iin agriculture (20%); high in
iIndustry (61%); very high in services
(85%).

« Services employ more than 60% of
workforce.

 Increase of productivity in the
services sector can have great
Impact on economy.
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Contribution of sectors for value added P2
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Labor productivity growth Ipea
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Is the role of services as inputs into ivea_

agriculture and manufacturing
Increasing?

Input-output structural decomposition analysis show that most

of the growth differential between services and industry in that
period was induced by the production structure:

 |lower intermediate consumption of domestic industrial
Inputs by the production chain of all economic sectors,

concomitant with
* a higher intermediate consumption of services.

Source: Silva (2012)




Concluding remarks

* Figures for the 2000s in Brazil show that contribution of
services to growth in occupation and value added tend to
be less influenced by economic fluctuations.

* Weight of services in the economy is so large that it has
major impact in occupation, value added and productivity
levels, but several economists and policy makers are
prejudiced against the service sector.
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