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OverviewOverview

Agree

Disagree



OutlineOutline

Should we move to a “pro-Should we move to a pro-
employment” macro framework?

Short answer: sure

Long answer: It’s a bad idea, and we already 
do it.

Real question: How?



New OutlineNew Outline
Some stage-setting: the baby and the bathwater

SSA take-off
A bit about distribution

What about employment?
The framework: weaknesses indeed, but are these the main ones?

Is low inflation a source of constraint on access to finance? 
Cliffs and loss functions

Some issues in macro/development interactions
Debt sustainability
Exchange rates 

What do we know about employment creating growth, and what 
macro has to do with it? (No answer here)
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Figure 3d. Log Real GDP Per Capita and Structural Breaks: Africa
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Minimum interstitiary period = 8, p-value = 10. Source: Penn World Tables and authors’ calculations



Unprecedented Number of Up-BreaksUnprecedented Number of Up Breaks
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Per Capita GDP: Keeping Up With 
Oth R iOther Regions

International Comparisons: GDP per Capita
(I d 1995 100 I l US d ll )
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This Time It’s Different?

SSA GDP Per Capita Growth, Five-Year Average
Countries with growth rate > 2 1/4 in t-5 to t-1)Countries with growth rate > 2 1/4 in t 5 to t 1)
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What is not driving the take-off: 
W ld G hWorld Growth

Sub-Saharan Africa Diverging but not 
Necessarily Decoupled
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What has helped (2): Get The Basic 
M Ri htMacro Right
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What has helped (2): Get The Basic 
M Ri htMacro Right
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Now some challenges (1): Sharing 
th ithe gains
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Challenges(2): Public InvestmentChallenges(2): Public Investment
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Challenges (3): ExportsChallenges (3): Exports

Exports of Goods and Services
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Now some challenges (4): 
E l t? G d j b ?Employment? Good jobs?

Data?
Th l tThe lamppost



OutlineOutline
Some stage-setting: the baby and the bathwater

SSA take-off
A bit about distribution

What about employment?
The framework: weaknesses indeed, but are these the main ones?

Is low inflation a source of constraint on access to finance? 
Cliffs and loss functions
Better understanding of how to do monetary policy in LICs?

Some issues in macro/development interactions
Debt sustainability

Public investment, social protection, and other goals
Exchange rates 

What do we know about employment creating growth, and what 
macro has to do with it? (No answer here)



The MMFThe MMF

Inflation targets too low?
Fi l li t t d i d btFiscal policy too rooted in debt 
sustainability?
Cliffs and loss functions
Aids, irrigation, fertilizer, social safety , g , , y
floors, public investment, . . .
Wages public investment andWages, public investment, and 
competitiveness—A Senegal parable
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A StoryA Story
(from Rodrik 2008)(from Rodrik 2008)
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How General?How General?

G th d th R l E h R t
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From Arslanalp et al. (2010) 



Some tradeSome trade--offsoffs

(Real GDP, percent deviations from baseline due to 6 percent of GDP aid surge)
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TunisiaTunisia
7530

Growth of Real
Undervaluation

( i h l )

TunisiaTunisia

25

50

10

20

Public Investment 
(percent of GDP)

Growth of Real 
Government Net 

Capital Stock 

(right scale)

-25

0

-10

0

1965 1968 1971 1974 1977 1980 1983 1986 1989 1992 1995 1998 2001 2004
Y

Growth of Terms of Trade (right scale)

Year

8 5

9.0

10

20

Log Real GDP per Capita
(right scale)

8.0

8.5

0

10
( g )

7.5-10
1965 1968 1971 1974 1977 1980 1983 1986 1989 1992 1995 1998 2001 2004

Year

Growth of Real GDP per Capita 



New OutlineNew Outline
Some stage-setting: the baby and the bathwater

SSA take-off
A bit about distribution

What about employment?
The framework: weaknesses indeed, but are these the main ones?

Is low inflation a source of constraint on access to finance? 
Cliffs and loss functions

Some issues in macro/development interactions
Debt sustainability
Exchange rates 

What do we know about employment creating growth, and what 
macro has to do with it? (No answer here)



Thank YoThank YoThank YouThank You



What is not driving growth (1): Endowment
d hand geography

Sub-Saharan Africa Real GDP per Capita Growth
(A l P t)
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What has helped (1): Avoid Major 
P li Di t fli tPolicy Disasters, e.g. conflicts

Number of Conflicts in Sub-Saharan Africa, 1989–2005
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What has helped (3): Structural 
R f Lib li d T dReform--Liberalized Trade

Sub-Saharan African Trade Liberalization1
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What has helped (4): 
Ri i Aid I flRising Aid Inflows
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What has helped (5): 
Political/structural reformPolitical/structural reform

Constraints on Chief Executive
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Challenges (2): Economic/structural 
PoliciesPolicies

CPIA Structural Policies
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Growth of Exports: UgandaGrowth of Exports: Uganda

 Exports of Goods as Share of GDP in Uganda and the 
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What is not driving growth (3): Terms 
f T dof Trade
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