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Multiple Choice Exam

Economic Outlook?

The economy will rebound and grow faster
than ever.

The economy will recover, but never make up
lost ground.

The global economy will go into recession
again.

The economy has undergone structural
change, and we are in for a lost decade, at
best.
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No opinion.



Outline

A Looking Beyond the Crisis
A The Role of Experimentation
A Towards Efficient Policy
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GDP

(2005-2011)
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GDP per Capita
(real US$, ppp adj, 1970-2010)

J0000
35000
30000

25000

.i.
[}
[
&
4]
o
o
-

o
g

15000

10000
1970 1975 1580 1985 1980 1995 2000 2005 2010

United States serees European Union I:1;'| countries)

Source: OECD, Annual National Accounts



Global Outlook

A In the Emerging Markets growth is much
more rapid
A With structural growth rates higher than in the EU

A In new EU countries, growth potential is a few
percentage points higher than for EU15

A No intrinsic reason full convergence cand take place
A But depends on details of policy
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Convergence in BRIC Countries
(GDP per capital relative to US)
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Source: Goldman Sachs, 2003, Global Economics Papers no. 99.




Sources of Growth

A Traditional view
A Technology Frontier
A Adoption of technology and catch-up
A Human Capital and Tangible capital

A Neo-Schumpeterian view
A Productivity growth at firms
A Creative Destruction
A Shifting of resources to more productive firms
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Firms produce

not countries or industries

A Enormous variation in productivity across firms within
Industry or country

A A country could have a dong tailoproblem:
A Or a lack of world class firms:
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Average productivity may not be a sufficient polic
Indicator
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Global frontier
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