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Welcome to the OECD Economics Department’s new ECOSCOPE blog !

Our Interim Economic Outlook launched today shows a troubling
picture—world growth stuck at 3% in 2016, and only 3.3% in
2017, with substantial volatility in financial markets raising
new risks. The OECD’s mantra is “better policies for better
lives” and that is central to our assessment that a stronger
policy response is urgently needed to get global growth out of
this low-growth equilibrium. Monetary stimulus alone cannot
reverse many of the worrying trends seen in the Interim
including weak trade, low investment and an apparent slowing
of trend productivity. Given very low interest rates, now is
an opportune time for collective fiscal action, focusing on
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investment spending that will raise growth in the near term
and underpin long-term output potential. Greater ambition on
structural reforms to provide an environment conducive to
private investment goes hand-in-hand. ( On 26 February, we
will Tlaunch our annual Going for Growth assessment of
structural policy needs and the progress countries are making
towards achieving more productive economies with better
quality jobs (details to be posted on this site)). Monetary,
fiscal, and structural policy tools are synergistic and all
need to be deployed at this time.

Does the call for more fiscal action by the OECD represent a
change of view ?

In a well-known phrase, Keynes wrote “When my information
changes, I alter my conclusions. What do you do, sir?”. So,
what is new?

First, OECD governments have more fiscal space than they did
in the immediate post-crisis period. The sovereign debt crisis
has faded and the most severe banking problems have been
addressed. Budget deficits have fallen in many countries
following budgetary consolidation and falling interest costs.
The long-term interest rate is far lower than it was 3-years
ago with negative interest rates on government borrowing of a
few years and the ability to raise money at longer horizons at
a minimal cost.

Second, the persistent downgrade of forecasts across the
economics profession in recent years raises deep questions
about how the economy 1s operating. Some key mechanisms that
drive economic recoveries seem to be not working: wage
pressures are exceptionally weak even in countries where
unemployment has fallen; inequality 1is rising; business
investment is not responding to the extraordinarily low cost
of capital; currency depreciations are not leading to robust
exports; inflation pressures seem non-existent across many
economies despite exceptional monetary policy action;
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productivity growth and diffusion innovation appear to have
slowed. The thread that runs through these disconnects is weak
demand, hence the need to use all policy tools to full effect.

A scenario exercise in the Interim shows the potential growth
gains, and fiscal sustainability benefits of a collective
action on fiscal spending.

1st year effects of a 1/2 percent of GDP public
investment stimulus by all OECD countries
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There are many open questions about what are the key issues
facing policymakers, and how they should balance both
immediate and longer-term objectives. This blog is an
opportunity to debate these topics!

We hope that windows into research by OECD economists posted
on this blog will share new insights about the evidence and
the ‘’'better policies” we need to ensure the ‘’better
lives'’. Please join the conversation!
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