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Structure of talk 

A. 	Evolution	in	IMF	thought	on	employment	issues	

B.  Implications	of	this	evolution		

	for	the	theme	of	this	conference	and	panel	
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EVOLUTION IN IMF THOUGHT 
ON EMPLOYMENT ISSUES 

Part	A:	 3 



Evolution in IMF thought on employment 
issues 

A1) 	Greater	attention	to	distributional	consequences	of	
	economic	developments	and	policies.		

A2) 	Increased	recognition	that	labor	market	policies	need	to	
	strike	a	balance	between	promoting	efficiency	and	
	protecting	the	basic	needs	of	workers.	

A3)		Increased	importance	on	unemployment	in	policy		discussions.		

	 	Plus:		‘Two-handed’	approach	to	tackling	unemployment:	
	recognize	importance	of	both	aggregate	demand	and	
	aggregate	supply	and	advocates	
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A1) Greater attention to inequality 

•  Work	of	Jonathan	Ostry	and	co-authors:	

–  Inequality	lowers	the	durability	of	growth	(Berg	&	Ostry)	

–  Redistribution,	unless	extreme,	does	not	lower	growth	
(Ostry	et	al)		

•  Drivers	of		increased	inequality:	
–  Declines	in	unionization		(Jaumotte	&	Osorio-Buitron)	

–  Capital	account	liberalization	(Furceri	&	Loungani)	
–  Fiscal	consolidation	(Ball,	Furceri,	Leigh	and	Loungani)	 5 



A2) Role of labor market 
institutions Blanchard,	Jaumotte	and	Loungani:	
•  Role	of	labor	market	institutions	is	to	promote	efficiency	
while	providing	adequate	protection	to	workers	

•  For	micro	flexibility	(ability	of	economy	to	match	workers	to	
jobs):	
–  Generous	unemployment	insurance	combined	with	

employment	protection	that	is	not	excessive	

•  For	macro	flexibility	(ability	of	economy	to	make	large	
changes	in		response	to	economy-wide	shocks)	

–  Collective	bargaining	institutions	are	critical	
–  Trust	among	social	partners		
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A3) Taking unemployment seriously 
 

•  Elevating	importance	of	unemployment	in	policy	discussions	

–  Landmark	2011	ILO-IMF	Oslo	conference	on	unemployment		

–  IMF	paper	on	human	costs	of	unemployment	(Dao	&	Loungani)	

	

•  Promotion	of	full	employment	requires	a	‘two-handed	approach’:	need	
to	boost	aggregate	demand	as	much	as	aggregate	supply.		

–  Very	supportive	of	the	actions	taken	by	the	major	central	banks	
during	the	Great	Recession	to	stimulate	aggregate	demand.	

–  Supported	coordinated	global	fiscal	stimulus	given	at	the	onset	of	
the	Great	Recession;	advocated	a	phased	rather	than	abrupt	
withdrawal	

–  Called	for	an	increase	in	public	investment	
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IMPLICATION OF EVOLUTION IN IMF 
THOUGHT FOR THE THEME OF THIS 
CONFERENCE AND PANEL 

Part	B:	 8 



 
“…the time is not far distant when 
everything that machinery and cheap 
labor can produce will crowd every 
market. The millions of China, with the 
millions of India, will offer the cup of 
cheap machine labor, filled to the brim, 
to our lips, and force us to drink it to the 
dregs, if we do not learn wisdom.” 

Concern that ‘others’ will take away 
‘our’ jobs is not new: 
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− The Atlantic, volume 44, 1879 



1920s 
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“Will	Machines	
Devour	
Man?”	(Right)	
	
“A	Vision	of	the	
Machine	
Age”	(Left)	



1930s 
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“We	are	being	afflicted	with	a	
new	disease...technological	
unemployment.”			
−	John	Maynard	Keynes	(1930)	

1940s 



1950s 

12 “Promise	and	Peril	of	
Automation”	(1957)	



1960s 
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1970s 



2000s 
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1980s 



2010s 
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The	last	job	on	Earth:	imagining	a	fully	automated	world	



Impact of digital economy on employment 

•  A	general	overview	of	the	various	areas	of	impact	
would	be	as	follows:	

–  job	creation:	new	sectors,	new	products,	new	services;	

–  job	change:	digitalization,	human/intelligent	machine	
interface,	new	forms	of	management;	

–  Job	destruction:	automation,	robotization;	

–  job	shift:	digital	platforms,	crowd	sourcing,	‘sharing’	
economy.	

16 



Jobs in the digital economy… 
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Some people do get hurt by 
automation…  
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Economists have a 

43% chance of 

being automated 

Cashiers have a 

97% chance of 

being automated 

Clergy have a 

1%  
chance of being automated 

Website	Link	



Job destroyer?  

Tellers:	probability	of	computerization	=98%																								(Frey	&	Osborne,	2013)	

As	more	ATMs	were	installed	in	the	United	States,	the	number	of	tellers	employed	

did	not	drop.	
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Hollowing out the Middle… 
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Dwindling Middle Class in the 
US… 
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Trade and technology:  
long-run gain vs. short-run pain  

•  Trade	and	technology	contribute	to	national	and	global	
long-run	efficiency	and	–	more	arguably	–	to	long-run	equity	
as	well,	at	least	at	a	global	level.	

•  Both	forces	lead	to	adverse	consequences	for	a	number	of	
people	in	the	short-	to	medium-run.	I	think	many	of	us	in	
mainstream	economics	have	been	guilty	of	either	ignoring	
these	costs	or	paying	lip-service	to	the	need	to	redress	
them.		 22 



A ‘caring’ IMF 
	Whether	the	source	of	loss	of	jobs	for	some	people	is	trade	or	technology	--	or	
indeed	some	other	‘mega	trend’	:	

	►Treat	the	unemployment	that	results	from	displacement	due	to	trade	and	
technology	as	a	serious	development	that	poses	grave	costs	for	the	individual,	
his	or	her	family,	and	for	society;	

	►Support	adequate	unemployment	benefits	or	other	forms	of	assistance	to	
replace	some	of	the	lost	income	of	those	displaced.		

	►Recognize	that	even	if	supply-side	remedies	--	such	as	provision	of	re-training	
and	skills	development	--	are	the	desired	solution,	these	will	not	work	well	in	
an	environment	of	weak	aggregate	demand	

	►Look	not	just	at	the	aggregate	or	efficiency	effects	of	the	remedies	we	
prescribe	but	at	their	distributional	or	equity	effects.	Do	not	be	fearful	of	
redistribution	as	one	of	the	remedies	to	consider	in	order	to	compensate	those	
who	lose	out.	
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