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At this event, Douglas Sutherland (OECD) presented a paper which looks at growth-promoting OECD policy 
recommendations and assesses whether they underpin macroeconomic stability or whether there is a trade-off. 
Zsolt Darvas (Research Fellow at Bruegel) discussed the paper and a Q&A session concluded the lunchtalk. 
Guntram Wolff (Director of Bruegel) chaired the event. 

The main points of Mr Sutherland’s presentation were: 
• The paper picks up the idea that shocks, as severe and protracted as those since 2007, warrant a 

reconsideration of the role growth-promoting policies play in shaping the vulnerability and resilience of an 
economy to macroeconomic shocks. 

•  Against this background, the paper attempts to establish whether OECD pro-growth policy 
recommendations underpin macroeconomic stability or whether there is a trade-off. Various policies were 
put under scrutiny, with the following outcomes: 

o  Deep financial markets (supportive of long-term growth) can also be a source of instability. 
Robust micro and macro prudential regulation needs to be in place to mitigate those 
vulnerabilities. 

o Trade and financial openness (supportive of long-term growth) can create vulnerabilities to 
external shocks and sudden stops. More attention should be paid to fiscal and financial policies 
able to counteract these exposures. 

o Monetary policy (low and stable is supportive of long-term growth). However, there might be case 
for higher inflation in case of a severe downturn. 

o Budgetary policy, aimed at low debt levels and sustainable fiscal balances, can promote growth 
through providing fiscal policy room to address adverse shocks.  

o Labour and product market policies can affect the size and persistence of a shock. Rigid labour 
and product market regulations can damp the initial impact but raise its persistence. 

• Overall, the Great Recession has shown that OECD policy recommendations aimed at boosting long-run 
growth often have side effects on an economy’s vulnerability to shocks. 

During the discussion, Mr Darvas pointed out that some countries, despite high trade and financial openness and 
deep financial markets, fared relatively well during the Great Recession compared to others. What are the factors 
explaining this? Also, more focus on a real time measures of financial instabilities is needed, it is not enough to 
assess them only ex-post. 
 
In the Q&A session, the lessons drawn from policy advices were extensively discussed. Mr Sutherland observed 
that when it comes to recommendations, the OECD is starting to evaluate policies across different dimensions, 
related i.e. to the concept of “well-being”. Regarding fiscal consolidation as policy option, the speaker advocated 
longer time-horizon as well as a more targeted approach to spending cuts. A more general debate on growth in the 
Euro area followed, with Mr Wolff concluding that with inflation running at 0.7%, the ECB should be more aggressive 
on monetary policy.  
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