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This article is the fifth in a series exploring 
the profound changes in globalization and 
how to navigate this new world.

In many parts of the world, governments 
are grappling with a vexing puzzle. Even 

though economic growth appears to have 
recovered since the financial crisis of 
2007–2008, job creation has been mixed. 
While global GDP increased by 2.7% from 
2010 through 2016, global employment 
grew by only 1.3% per year during that time. 

The story is even more complex upon a 
closer look. China continues to report ro-
bust urban job growth that outpaces growth 
in the country’s labor force—despite a 
slowdown in economic expansion. By con-
trast, employment in India grew by only 
1.4% per year from 2000 through 2016—de-
spite a compound annual growth rate of 
7.2% for the country’s GDP. And in some 
countries, including Germany and the US, 
millions of skilled positions remain vacant 
while millions of workers continue to 
search for work. Economists have hypothe-
sized that this mixed jobs picture is a result 

of skills mismatches, changing expectations 
of the workforce, and mobility limitations. 

This uneven job growth, combined with 
disparity in income growth in some parts 
of the world, has created differing narra-
tives about the benefits of an integrated, 
global economy. Unequal wealth distribu-
tion and inequity in opportunities, which 
have been exacerbated by technological 
and socioeconomic changes, have helped 
fuel a backlash against globalization. This 
reaction has been amplified in recent years 
by populist rhetoric arguing for protection-
ist policies as a panacea and by a renewed 
focus on traditional job-creation strategies.

The reality however, is that the strategies 
for generating jobs and prosperity in the 
past are no longer sufficient to deliver in-
clusive prosperity to economies around the 
world. The already significant impact of 
digital technologies and rising economic 
nationalism is further magnified by pro-
found societal changes as the world’s popu-
lation becomes even more connected, more 
mobile, and more aware of global trends. 
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At BCG, we call the confluence of these 
megatrends the new globalization. (See 
“The New Globalization: Going Beyond the 
Rhetoric,” BCG article, April 2017.)

Amidst such change, job creation strategies 
that rely on growing world trade in physical 
goods and cross-border capital investment 
will be less successful than they have been 
in the past. Nations will need to devote 
more attention and resources to increasing 
employment by promoting digitally enabled 
services, nurturing local expertise, enabling 
small and midsize enterprises (SMEs) to par-
ticipate in global value chains, digitally em-
powering the self-employed, and boosting 
personal consumption. 

A Changing Economic  
Landscape
Structural shifts that are already visible in 
many economies underscore the need for 
such a change in focus. China, for example, 
has relied for decades on exports, particu-
larly of manufactured goods, to power its 
growth. Yet exports as a percentage of GDP 
have already declined from 37% in 2006 to 
less than 20% in 2016. In Indonesia during 
the same time frame, exports dropped 
from 31% of GDP to 19% and are projected 
to account for just 11% in 2030. Personal 
consumption is the chief economic contrib-
utor in the so-called BRIC economies—Bra-
zil, Russia, India, and China; indeed, it is on 
pace to account for half of China’s econo-
my by 2020 (compared with 35% in 2010). 
The contribution of services to GDP has 
surpassed that of manufacturing in China, 
Indonesia, Malaysia, the Philippines, and 
Thailand. 

These trends will accelerate in the coming 
years as digital technologies continue to 
transform the global business landscape. 
The falling costs of gaining access to and 
transacting business with customers in dis-
tant parts of the world are fundamentally 
altering traditional notions of scale and 
global competitiveness.

Consider a digital platform that aggregates 
buyers and sellers globally, for example. 
Once a company builds a platform, the cost 

of serving an additional customer or adding 
a new supplier is close to zero. Such zero 
marginal cost enables members—especial-
ly SMEs—to operate at a large scale and 
compete globally. They can take advantage 
of the platform to reduce unit costs, enter 
new and distant markets, and meet trade 
and regulatory requirements. Similar exam-
ples illustrate the changing nature of global 
competition and a greater reliance on data- 
enabled services and digital goods. 

In the new globalization era, growth around 
the world will be driven increasingly by ser-
vices, personal consumption, and trade in 
digital goods. We see five key strategies that 
nations should pursue to enhance their 
competitiveness and create jobs:

 • Promote digitally enabled services and 
solutions to all sectors of the economy. 

 • Nurture global centers of expertise and 
ecosystems of highly skilled workers.

 • Enable SMEs to participate in global 
value chains.

 • Digitally empower the self-employed to 
participate in the so-called gig economy.

 • Stimulate domestic consumption by 
broadening the scope of the formal 
economy and promoting greater social 
and financial inclusion.

Promoting Digitally  
Enabled Services to All  
Sectors of the Economy
Some of the fastest-growing services are 
those enabled by digital technologies. The 
explosive growth in e-commerce—with an 
estimated $22 trillion in global annual rev-
enue—is the clearest evidence. In China, 
for example, e-commerce currently ac-
counts for 15% of consumption, compared 
with just 3% in 2010, and is projected to ac-
count for more than 40% of growth in con-
sumption through 2020. As the world’s 
population becomes more sophisticated in 
all things digital, and more of the world’s 
machines and devices are connected 
through the Internet of Things, surging de-
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mand for value-added services and solu-
tions of all kinds will continue to transform 
sectors as diverse as industrial goods, home 
appliances, and medical care.

This explosive growth is not limited to do-
mestic demand for digitally delivered ser-
vices. Even though exports of services, 
overall, have declined globally in constant 
dollars over the past few years, exports of 
digitally enabled services, such as commu-
nication and information services, have 
been growing steadily. In the BRIC econo-
mies, exports of digitally enabled services 
have increased by about 30% over the past 
decade to approximately $100 billion, ac-
cording to data provided by the United Na-
tions Conference on Trade and Develop-
ment. Exports of digitally enabled services 
by developed economies have doubled, to 
more than $1 trillion. 

As digital technologies continue to trans-
form the competitive landscape, we expect 
to see greater reliance on both domestic 
and cross-border digital value creation. To 
translate this trend into jobs in digitally en-
abled services and solutions, governments 
must prioritize the development of digital 
infrastructure stacks—software-defined 
service platforms built on high-speed 
broadband networks—just as they did 
physical infrastructure during the previous 
era of globalization. To promote wider us-
age, governments must provide incentives 
to companies that invest in digital infra-
structure, develop necessary regulatory 
mechanisms, and ensure information secu-
rity and transparent pricing. 

The importance of digital infrastructure is 
particularly evident in India. Even though 
the physical infrastructure continues to lag 
behind world standards, India has leap-
frogged other nations in digital terms thanks 
to innovations in the telecom sector that 
have resulted in the lowest prices, world-
wide, for mobile connectivity. Further, 
through the Digital India initiative, the gov-
ernment has promoted bank accounts for all 
and created a personal identity system 
called Aadhaar. Under the program, all Indi-
an residents are given unique identity num-
bers, issued on the basis of their biometric 

and demographic data, that enable them to 
receive public services and that help the 
government to better formulate policy. 

On top of this infrastructure, the govern-
ment has built layers of applications that 
provide a universal payment gateway, elec-
tronic signatures, and a secure document 
locker that allows Indians to safely store 
documents in the cloud. These “public 
goods” enable consumers to make elec-
tronic payments, help merchants authenti-
cate signatures, and facilitate the exchange 
of digital documents. Such features have 
already allowed utilities to offer electronic 
bill payments—and other businesses to of-
fer new services, such as wireless value- 
added services—to Indian customers. 

Nurturing Global Centers  
of Expertise and Ecosystems  
of Highly Skilled Workers 
As the global economy becomes more digi-
tally connected, businesses are creating tre-
mendous value by analyzing the immense 
volumes of information traveling over data 
highways. Advanced data analytics is being 
used to identify new segments of custom-
ers who are defined by their buying prefer-
ences rather than by geographic boundar-
ies, for example. Data analytics will 
become increasingly important in areas 
such as product design, pricing strategies, 
marketing decisions, and the operation and 
maintenance of equipment. Teams of data 
scientists and other specialists in diverse 
fields, working in global centers of exper-
tise, will perform much of this analysis.  
Real-time communication will make their 
analysis accessible to technicians and front-
line personnel all over the world.

One such global center of expertise is 
Rolls-Royce’s global analytics center in  
Derby, England. Rolls-Royce gathers tera-
bytes of real-time data from more than 
4,500 of its engines in service on civilian 
aircraft. In order to maximize engine up-
time, an advanced analytics team of about 
45 people monitors the data to proactively 
plan for maintenance and repair. Once a 
need is identified, the regional service net-
work moves into action. Spare parts are 
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sent. In some cases, the fixes are per-
formed remotely by experts from around 
the world. 

Countries can create high-paying knowl-
edge jobs by identifying the shifting nature 
of skill needs and promoting the develop-
ment of such centers of expertise within 
their borders. They can support the devel-
opment of globally competitive knowledge 
ecosystems by boosting investments in 
higher education and training for highly 
skilled professionals in the service sector. 
Countries can also support investment in 
R&D centers and global corporate hubs for 
data analytics. 

As advanced manufacturing technologies, 
e-commerce, and artificial-intelligence soft-
ware replace human beings in traditional 
jobs in factory, retail, and back-office work, 
significant numbers of workers are being 
uprooted. Experienced and older workers 
will therefore need access to retraining pro-
grams that are geared to their needs. Tradi-
tional curricula and teaching methods will 
have to be replaced with skills training, 
short-term “microlearning,” and experi-
ence-based content curation. Continuous 
learning should be a national priority; com-
panies, educational institutions, and gov-
ernment agencies should collaborate to 
identify rapidly changing skill needs and of-
fer programs to produce workers who are 
employable in the new global environment. 
Government services will need to provide 
licensing and certification platforms to en-
able the authentication of skills and ensure 
that they are portable from one employer 
to the next. Managing the transition of 
workers to the new types of jobs created 
will not be a trivial endeavor. But the effort 
will be necessary to bridge the gap between 
the available skills and those that will be 
needed in the new globalization. 

Enabling SMEs to Serve  
Global Markets and Global 
Value Chains
As digital technologies continue to reduce 
the costs of cross-border collaboration and 
reaching customers, SMEs are able to com-
pete on a more equal footing with large 

companies for global business opportuni-
ties. The growth of global platforms that 
bring together vast communities of buyers 
and sellers, combined with the aggregation 
of distribution and logistics services, has 
made entering new markets and serving 
remote customers much more cost effec-
tive. As a result, SMEs can now compete 
with large companies on costs when serv-
ing global markets or parts of global value 
chains. Such markets and customers used 
to be primarily the domain of large compa-
nies that could build global logistics opera-
tions and coordinate the delivery of prod-
ucts or services.

Because of these developments, global val-
ue chains will continue to disaggregate. 
This will further enable SMEs to provide 
value-added products and services on a 
global scale through digital platforms. For 
instance, the success and reach of the Tao-
bao marketplace, a Chinese digital plat-
form, has led to the emergence of so-called 
Taobao villages—rural clusters of online 
entrepreneurs that are able to sell to global 
markets. As reported in a well-known case 
study by the World Bank Group, for exam-
ple, the town of Shaji in Jiangsu province 
has transformed itself into a thriving man-
ufacturing cluster for wooden furniture by 
using the Taobao platform to sell its prod-
ucts to buyers worldwide. 

In many nations, however, starting and ex-
panding small businesses to engage in the 
global economy can be costly and compli-
cated. Governments can foster more sup-
portive environments for SMEs by easing 
regulatory requirements for starting small 
businesses, particularly in the service sec-
tor. Governments can also help by increas-
ing access to credit for small businesses 
and offering them financial incentives for 
creating jobs in the value-added services 
and solutions sectors. 

Digitally Empowering  
the Self-Employed
The new globalization is also opening op-
portunities for entrepreneurs everywhere 
to participate in the rapidly expanding 
sharing economy and the gig economy. De-
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spite some concerns that sharing-economy 
and gig economy jobs provide low wages 
and only part-time employment, both 
trends appear to be accelerating.

Uber Technologies’ ride-sharing service 
and Airbnb are two of the most visible ex-
amples of the sharing economy. To expand 
its business worldwide, Uber provides a 
platform to connect independent drivers 
with customers on demand. Due to Uber’s 
scale, the cost of the asset—in this case the 
car—is distributed across customers. In 
most cases, paying Uber per mile is much 
more affordable than owning the car out-
right. The service is also more convenient 
than trying to hail a cab at a moment’s no-
tice in a busy city. This business model has 
fueled Uber’s rapid growth. Similarly, Airb-
nb allows homeowners to monetize their 
assets (houses and apartments) when they 
are not using them. Global sharing-econo-
my revenue is projected to reach about 
$500 billion by 2025, compared with less 
than $100 billion now, according to the 
BCG Center for Sensing and Mining the Fu-
ture. In the US alone, the number of indi-
viduals working on demand in the sharing 
economy is projected to surpass 9 million 
by 2021, up from 3.7 million in 2016.

Sharing-economy workers typically are  
not full-time employees of a company. 
Rather, they work on a part-time basis in 
the gig economy. Digital platforms enable 
part-time freelancers to connect with cus-
tomers when their services are needed. 
On-demand services—such as for domestic 
help, construction projects, handymen, de-
livery, and pickup—essentially represent 
the digitization of the informal sector. They 
are being enabled by digital platforms such 
as TaskRabbit, Upwork, and Sittercity, 
which authenticate the history and quality 
of providers through customer reviews or 
validation by third parties. They also pro-
vide payment processing and guarantees.

Governments can facilitate growth in the 
sharing and gig economies by easing regu-
latory requirements, such as by making it 
easier for handymen, drivers, construction 
workers, and designers to obtain the licens-
es and accreditation they need to work on 

their own. Governments can also open 
these new modes of job creation to a wider 
array of industry and personal needs by fa-
cilitating identification and authentication 
mechanisms through public-domain tech-
nology stacks. 

Stimulating Domestic  
Consumption
As economies mature, exports and govern-
ment spending will no longer be enough to 
power job creation and growth. But private 
consumption will play an increasingly dom-
inant role. Some of the strongest growth in 
consumption will be in service sectors, such 
as health, finance, education, transporta-
tion, and entertainment. 

One factor that limits consumption, espe-
cially in many developing countries, is the 
high proportion of the population that sub-
sists in the informal sector. Because people 
at the bottom of the economic pyramid are 
largely undocumented, they have little ac-
cess to credit to make investments in hous-
ing, education, or business ventures. Gov-
ernments should place a high priority on 
documenting and authenticating everyone 
within their borders, as India has done 
with its Aadhaar system.

As connectivity and access to information 
increasingly become prerequisites to 
growth and private consumption, govern-
ments should actively explore providing 
their citizens with universal basic services, 
including internet access and mobile digital 
connectivity, as public goods. Removing 
barriers to social and financial inclusion is 
also imperative for governments to pro-
mote broad-based inclusive growth. Engag-
ing state, social, and commercial stakehold-
ers to deliver microlearning, flow-based 
lending, and social safety nets will further 
expand the pool of economic participants 
and create jobs. 

The underlying shifts in the global 
economy will take decades to fully un-

fold. But countries should start taking bold 
action now to prepare their economies and 
workforces for the challenges and opportu-
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nities that lie ahead. Governments should 
reimagine their approaches to creating jobs. 
They should capitalize on the digitally inte-
grated global economy by placing greater 
policy emphasis on digitally enabled ser-
vices, building expertise, encouraging SMEs, 
supporting self-employment, and stimulat-
ing domestic consumption. They should 
move forcefully to address the root causes 
of joblessness, underemployment, and ris-
ing income inequality—challenges that are 
expected to intensify as employers deploy 
next-generation digital technologies.

Globalization’s next phase will bring dis-
ruptive changes to economies and societies 
worldwide. Countries that understand the 
underlying forces of change and move deci-
sively to adapt will ensure that their citi-
zens find fulfilling jobs, enjoy better living 
standards, and build broad-based, inclusive 
economies in the decades ahead. 
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