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Rethinking Macroeconomic Policies 
For Inclusive and Sustainable Development

Forward‐looking Macroeconomic Policies for Inclusive and Sustainable Development

A win-win development agenda for the region

Growth has lifted millions out of poverty in the region. Yet, development 
has not always been inclusive. 

Grow first, distribute & clean up later is no longer viable and  
acceptable 

Forward-looking macroeconomic policies are needed for inclusive and 
sustainable development

Investing in people and planet is good economics

Affordable, doable and economically sustainable

The Economic and Social Survey of Asia and the Pacific 2013 offers a 
blueprint for strengthening economic, social and environmental 
resilience.
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Rapid economic growth in the region…
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 Yet, economic insecurity is prevalent, as 
• 762 million live on less than $1.25 a day
• 924 million live on between $1.25 and $2 a day
• 544 million are undernourished.
• 1.1 billion workers are in vulnerable employment. 

 Asia-Pacific has been the fastest 
growing region.

• Sustained  output  growth  has  halved  
the  proportion  of  people  living on  
less  than  $1.25  per  day in the region 
from  52%  to  19%  between  1990  
and  2010.
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…yet growing inequalities
 Income inequality (Gini index) increased 

from 33.5 in the 1990s to 37.5 in the latest 
available year
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 Inequality-adjusted ‘real’ GDP per capita falls 
while inequality reduces social development 
gains 



Forward‐looking Macroeconomic Policies for Inclusive and Sustainable Development

Conventional macroeconomic policies
 Conventional macroeconomic policy-

making has overemphasized 
stabilization (debt and price stability) 
over the last three decades.

 Neglected developmental role

 Impact on Asia-Pacific 

• Significant infrastructure shortages

• Decline in public investment in agriculture 
from 14.8% to 7.4% of GDP 

• Low public social security expenditure, total 
social security expenditure
is 6.9% of GDP 

Water intensity 
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Debt and macro instability

Inflation and growth 

Public social security benefit expenditure, excl. health care  (% of GDP) 
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Revisiting inflation and growth
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Average annual real GDP 
growth and inflation 
rates, 1950-2010

Decade Indonesia Republic of Korea

Growth Inflation Growth Inflation

1950-1959
1960-1969
1970-1979
1980-1989
1990-1997 *
2000-2010

4.1
3.5
7.7
4.8
6.9
5.2

22.4
196.0
17.3
9.4
8.7
8.2

4.7
7.7
8.2
7.8
7.5
4.5

25.6
13.5
15.0
8.3
6.0
3.3

y p y y y
The time period has changed to exclude the Asian crisis years. This has been added to the notes.

Inflation and growth in selected 
Asian countries, 1961-2010
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Developmental macro policies
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Social protection spending versus human development
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Developmental macro policies

IMF just hosted a conference devoted to ‘rethinking macroeconomic policy in 
the wake of the crisis’. 

 Greater emphasis on the quality and composition of public expenditure
• Rather than on aggregate budget deficits, public debts and targeting inflation at a very 

low level

• Debunking of Reinhart-Rogoff’s 90% debt threshold – high levels of debt are not 
correlated to low rates of growth

 Higher investment in health, education  and social security

 Higher public investment in environment

 Inclusive finance
• SMEs and agriculture development 
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Win-win policies
 China’s economic rebalancing to make 

growth more inclusive; good for region 
and beyond
• Increase exports to China by other Asia-Pacific 

countries by $13 billion during 2013-2015 

 Minimum wage policy also good for 
employers and the economy
• Thailand’s minimum wage adjustment to boost job 

growth by 0.6% and GDP growth by 0.7% by 2015

 National rural jobs scheme in India
• 48 million households provided employment in over 

600 districts in 2012-13

 Inclusive finance in Bangladesh
• 10 million new bank accounts for smallholder farmers
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Impact of China rebalancing: 
Export growth (%)

Estimated impact of minimum wage 
hikes in Thailand

Forward‐looking 
Macroeconomic Policies for 
Inclusive and Sustainable 

Development

Proposed policy package
 A job guarantee programme

• 100 days per year for participants

 A universal, non-contributory pension
• For all aged 65 or older 

 Benefits to all persons with disabilities 
• For all aged 15 65

 Increasing the share of public health expenditures
• 5% of GDP by 2030 

 Universal enrolment in primary and secondary education
• Primary by 2020 and Secondary by 2030 

 Energy access to all 
• Modern energy services by 2030

 Illustrative package of policies to promote inclusive and 
sustainable development in 10 Asia-Pacific countries 
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Investing in inclusive and sustainable development
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 Overall public expenditure and investment 
requirements to implement such a policy 
package vary across countries

 Total investment needs of above package of 
policies 5% to 8% of GDP by 2030

 Public investment needed to deliver policies to 
sustain growth and promote inclusive and 
sustainable development

• In the case of China, the cost of the package is 
projected to reach 3.3% of GDP in 2020 and 5.2% of 
GDP by 2030

• The cost of the package is projected to exceed 10% 
of GDP by 2030 only in Fiji (13%) and Bangladesh 
(22%

Forward‐looking 
Macroeconomic Policies for 
Inclusive and Sustainable 

Development

Doable and economically sustainable
 Most countries can self-finance

• broadening tax bases, 

• tax regimes more progressive, 

• tax administration more efficient 

• tighter regulations on capital flights

• fighting corruption 

• reducing non-development expenditures

 LDCs would need global partnership and development 
cooperation

 Will not jeopardize macroeconomic stability
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Forward-looking macroeconomic policies
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Forward-looking macroeconomic policies should: 
 Safeguard the sustainability of public investment strategies

 Not focus narrowly on debt stabilization and curbing inflation

 Often necessary to relax unnecessarily stringent fiscal and monetary 
restrictions

 Use countercyclical fiscal and monetary policies 

 Strengthen mobilization of domestic resources

 Enhanced international cooperation to strengthen tax revenue collection

Objective: 
 Supportive of growth of real output and employment.

 Minimize the impact of external and other shocks on poverty 

 Buttress the fiscal capacities of all Governments 
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Need for macroeconomic course correction

 New paradigm that emphasizes the developmental role of 
macroeconomic policies.

 Grow now, distribute + clean up later is a dead end!

 Investing in social and environment pillars will strengthen the 
economic pillar…

 …and lead to sustained, inclusive and equitable economic growth.

 Leaders in the Asia-Pacific should pledged to adopt forward-looking 
macroeconomic policies to promote inclusive and sustainable 
development 
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Thank you!
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