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There has been a lot of debate regarding the possible 
reasons for the euro area’s weak growth over the past 
few years. The low productivity growth is among the 
most worrying.1 It has stayed at around 1% year-on-year 
for the past two decades (see the first chart), clearly 
below the US, whose productivity has increased by 1.6% 
over the same period.

The trend in productivity growth in the different euro 
area countries appears to be quite varied. In general,  
the countries of central and northern Europe, such as 
Germany and France, have recorded larger increases 
although these are not especially high. The countries  
in southern Europe, however, have seen remarkably  
low rates of productivity growth.

Another important point is that productivity growth  
has varied greatly between sectors. In this respect, it  
is revealing to break down the increase in productivity  
for the economy as a whole into the growth within 
sectors and the change in their relative weights or share  
of the total. As can be seen in the first chart, most of  
this increase comes not from higher productivity  
sectors increasing their share but from an increase in 
productivity within sectors. For instance, 88% of 
Germany’s productivity growth has come from an 
increase in sector productivity (that which would be 
observed if the share of all the sectors remained 
constant). In Spain this figure is 75%.

Another way to reveal the pattern is by breaking down 
the analysis to sector level (see the table). For the euro 
area as a whole, the social services sector (education, 
health, defence, etc.) and manufacturing exhibit  
a notably different pattern of productivity growth. 
Productivity in the social services sector is higher than  

for the economy as a whole but has not grown over  
the past few years. Its contribution to the economy’s 
overall growth in productivity therefore comes from  
the considerable increase in its relative weight over  
the past few years (from 34% to 42%).2 The trend in the 
manufacturing sector has been quite different. In this 
case productivity growth has been very high, 2.3% 
annualised between 1995 and 2014. This sector has  
lost share over the past two decades, however, and its 
contribution to productivity growth for the economy  
as a whole has therefore been relatively small.

Finally, the telecom industry has also made a notable 
contribution to productivity growth, in this case both 
due to its larger share and, especially, to the sector’s 
higher productivity. This increase might even be 
underestimated as, with the available statistics, it is 
difficult to adequately capture the productivity growth  
in this sector (for instance, because it is difficult to 
measure the big improvements made in the quality 
of the goods it produces).

FOCUS • The anatomy of productivity in the euro area

-0.2 

0.0 

0.2 

0.4 

0.6 

0.8 

1.0 

1.2 

1.4 

1.6 

Austria France Finland Germany Spain Italy Euro areaNetherlands
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Change in productivity 
within each sector
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of each sector

Total

Note: * Productivity is calculated as the gross value added by hour worked. Productivity 
growth for the euro area is the weighted average by GDP of the countries included in the 
analysis. 
Source: CaixaBank Research, based on data from EU Klems.

1. In this article, the trend in apparent labour productivity is analysed  
as the gross value added of each sector divided by the number of hours 
worked in each sector. 
2. Share is measured as the number of hours worked in a sector out  
of the total hours worked.

Contribution to the euro area’s productivity growth between 1995 and 2014 by sector

Share in 1995 (%) * Share in 2014 (%) * Relative productivity  
in 1995 **

Annualised change  
in productivity (%)

Sector contribution  
to productivity 

growth (%)

Agriculture, mining and fishing 6.5 4.0 0.44 2.31 –0.01

Manufacturing 19.0 14.5 1.00 2.30 0.17

Telecommunications 2.3 2.9 1.38 2.80 0.19

Tourism, trade and transportation 25.4 25.6 0.80 1.06 0.24

Construction and water supply 9.5 8.2 1.22 0.11 –0.08

Financial services 3.1 2.8 1.81 1.35 0.04

Social services 34.3 42.1 1.09 –0.10 0.39

Total 100 100 1.00 0.91 0.91

Notes: * Sector share is defined as the number of hours worked in the sector divided by the total hours worked in the euro area. 
** Relative productivity is the productivity of each sector out of the euro area’s total productivity. 
Source: CaixaBank Research, based on data from EU Klems.


