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Our perspective on the US manufacturing sector

▪ Draws on years of original research by 

McKinsey Global Institute on the US economy

▪ Tries to connect the dots between macro- and 

labor-economic trends and what we know of 

trends that affect firms and industries

▪ Highlights variations across industries, regions, 

and companies in the US economy—the average 

increasingly tells a less insightful story

▪ Looks to move the focus beyond academic debate 

and into the pressures and opportunities that 

face US-based manufacturing firms and workers

▪ Input from many stakeholders: academics, 

business leaders, industry practitioners, policy 

makers, and McKinsey experts

SOURCE: McKinsey Global Institute
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One-third decline in employment followed by demand-driven jobs recovery
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SOURCE: US Bureau of Labor Statistics; McKinsey Global Institute analysis 
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SOURCE: US Bureau of Economic Analysis; Moody’s; McKinsey Global Institute analysis 

Recession

Meanwhile other industries, from apparel and plastics to metals 

and machinery, have seen real declines over 15-20 years
Total GDP has stagnated for a decade—but even this is only 

because of high tech, pharma, and medical device products

Absolute values1

$ Trillion, 2009 $ 
1.3 

1.6

1.4 

1.8 

1.4 

1.8 

1.5 

1.9 

2009 $, Trillion

1 Absolute values prior to 2000 are not displayed because the ICT deflator distorts values pre-2000
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Diverging performance of the largest firms versus small and midsize firms 

in the industrial base

Normalized manufacturing cumulative sales1

1990–2016, FY1990 = 100
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SOURCE: US Census Bureau; US Bureau of Economic Analysis, McKinsey Global Institute analysis
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1 Sales deflated by Producer Price Index (FY1990 dollars) for manufacturing sector.

2 Long term (LT) compound annual growth rate percent over entire time frame of 1990–2016.

3 Years of sector classification changes; for FY2000 Q1 to Q3 data reported per SIC while Q4 data reported per NAICS classification. To ensure consistency, Q4 FY2000 data approximated 

by taking average growth rate of Q4 over Q3 from 1997–1999 and applied on Q3 FY2000 base; 4 Average sales for FY15-16 estimated based on number of active corporations in each tier
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SOURCE: OECD, McKinsey Global Institute analysis
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Manufacturing contributes over two-thirds to the decline in labor share 

of US GDP

Sector contribution to decline in labor share 

of US GDP, 1990-2015

Percent 

1 Primarily includes Construction, Utilities, Agriculture and Mining
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19%55% 33% 89%

Contribution of drivers 

in the decline in labor 

share of total value 

added 

Decline of labor share 

within sector’s value add

Decline of sector’s value 

added of total economy
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… and numerous 

indirect contributions

US manufacturing 

industries employ …

… making outsized direct contributions to the US economy …

Manufacturing still matters for national economic vitality

SOURCE: McKinsey Global Institute analysis 
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Changes in technology, value chains, and global demand 

are creating new opportunities for manufacturing growth

Digitization of 

manufacturing and 

supply chains

 Digital thread in 

product life cycle 

and supply chain

 Autonomous and 

self-organizing 

operations

Demand growth in 

domestic and 

foreign markets

 Short product cycle, 

localization, market 

fragmentation

 Growth of usage 

and service-based 

business models

Shifts in profit and 

productivity along 

the value chain

 From cost arbitrage 

to proximity to data, 

talent, IP, suppliers

 Higher productivity 

of assets, labor, 

operational inputs

Opportunity to 

regain US lead in 

advanced industries

 Vibrant ecosystems 

of R&D, startups, 

firms, universities

 Strong domestic 

supplier base and 

net export growth

SOURCE: McKinsey Global Institute analysis 
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Manufacturers can use Industry 4.0 technologies to boost efficiency and 

respond to new market opportunities 

SOURCE: Digital McKinsey; McKinsey Global Institute analysis 
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Increase 

efficiency

Respond 

to market 

demand

Predictive 

maintenance

Data-driven 

design to value

Improved tools for 

maintenance, repair, 

and operations

3-D modeling and printing to 

validate designs, cut product 

development cycle in half

Advanced analytics 

can find solutions to 

improve margin by 30%

Computer vision to spot 

defects in real time

Vision and picking aids to measure 

fill levels and automatically reorder 

stock, lowering costs by 20%

Smart products capture customer data, 

enabling usage-based revenue model
Throughput increases 

of 5% or more

Instant switching of 

machines and processes

Co-bots, exoskeletons, 

smart glasses, wearables 

to improve safety and 

performance

Extend equipment 

life and cut downtime 

by 30–50%

Instantly switch what a 

machine is asked to produce
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US manufacturing can boost value added by $530 billion annually over 

baseline trends, potentially creating more than 2 million jobs
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Potential increase in 2025 employment

Thousand jobs, relative to baseline forecast

390–665 130–200 490–880 160–260 200–365 1,370–2,370 675–9602 2,045–3,330

2025 value-added potential in US manufacturing and indirect effect on other sectors

$ billion (real, 2015) relative to baseline forecast

Additional opportunity in "stretch" scenario

Opportunity in "new normal" scenario

1 Approximately 28% in professional and business services, 27% in mining and oil, 23% in wholesale, and the rest in other sectors.

2 Approximately 42% in professional and business services, 17% in wholesale, 15% in agriculture, 11% in transportation, and the rest in other sectors.

NOTE: Numbers may not sum due to rounding. 

SOURCE: McKinsey Global Institute analysis 
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The growth opportunity could help address the widening US trade deficit 

in advanced industries
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Estimated annual cost 

to upgrade the sector’s 

capital asset base
$115B

Estimated annual cost 

of a national program of 

apprenticeship
$40B

The scope of the effort is beyond the capability of individual firms, 

agencies, and local governments

SOURCE: McKinsey Global Institute analysis 
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Revitalizing the US manufacturing sector will require coordinated action 

across regions, government and the private sector

2

Pursue growth through 

deeper global 

engagement

3

Improve digital 

adoption to boost 

productivity

4

Look for new ways to 

create value

5

Develop the 

manufacturing 

workforce of the future

6

Think—and invest—for 

the long term
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