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Are we too obsessed with real GDP?

TODD HIRSCH

And eventhis week, equity markets svoon-
ed and dl prices dopped — dl on feas tha

ince the end bthe dobal recesson in

2010, one queston has loomed ove
emnanic and entralbankng conferences
What hapenel to gowth?

From emeging markes to he weathy,
industialized ourtries, the pe of eeno-
mic expandon hasfailedto impres.

It wasit supposel to be his way The
BRICS fad feld out sud bright hope &
beaonsof globd growth, @ntinung to ift
commodity pricesand onaimea markets for
evaything from Coca-Cda t new iFhones.
But thesehopes vere dways pnnedto a
fimsy pemise Now, at kasttwo d the
BRICS ae in recesson, and re@ds or the

otherthreehare mnsstenty been scakd kack.

Euope and North America ae in beter
shae han hey were in 2010. But sudy
with the anaunt of fiscal and rondary
simulus hey've e, e ould reagnally
exped more. Bventhe bold experiments vith
negyatve intewst rates in Japan and Eirope
are failing to do nuch.

Here in Canada the £dera govanment
hasstrud a tak force d impresive econo-
mists to povide ideasfor hov Ottava @n
pump p the ourtrys growth rate Mean-
while, he Bark of CanadaGovemoris ug-
gestig dow economic growth may ke the
newv normal. The @ins from Iberdized do-
bd trace tha superchaged gowth in the
pas havelargely been explated

global GDP gowth is dsapmintingly dow.

But an nteesing questbn mmes ot o
all this. Are we wnduly obsessedwith growth
as neastedby real @P? tis, ater dl, a
vely impredsetool to gaugeprogress (Full
disdosure | lead an eonomic group & a
finacid insttution, and the first hdicaor we
forecag each quarter? Growth in real @P)

The g/sem d nationalacourts tha meas
uresthe GDP was a podud of the st
WWI world, when &dory produdion and
agiiculturd output were the gimary econo-
mic drivers. How mary new ars @ tanks
or bwshds of whed were producedis eay
to oourt.

Butin 2016,the ®nice sedor hastakena
mud largerrde. How do you neaste aitput
when the larking, entetanment, comnuni-
cdions and tavel sedors ae eoving
quickly? I more peqple ae daying home
to watch greamig \ideo coneent iather than
spendng $10 4 a thedre, t courts & a
drop n the P But we ae ot wase df.

Then hees the iise of the 'shaing eo-
nomy;"whichthrows anather wrenchinto how
we nmeaste eonomic activity. Car daing,
Airbnb, comnunity vegealde garders — n-
creaggly, consaimes ae lessinterestedin
buying and avning things tey use mly occa-
sicnally. Why buy a dill tha youll usefive
times a ga when yai can lorrow ane d a
tool library? Sharing a dill is bad for eal
GDP hut, dealy, consimes ae rot warse
off. In fact, bey are keter df.
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Even wase, he P dso cauntsbad things
as dtive. Naturd disaster such as sunamis,
eathquakes and i@ doms dimulate all
sotts d spending in the Hbrm of rebulding.
This boosts real ®R but dealy wed be
beteroff had the dsasterna happenel.

Why do we want eonomic growth & dl?
Broady speaking,there ae wo reasns.

The fird is tha a gowing economy wsudly
credes rew jdbs The ®mndis tha it credes
revenie for persin funds and gvenment
cdfers. And hesetwo ae intricately con-
neted n a lf-reinbrcing feedadk loop.
The nore jobs,the more revenue and income
which hdps aede rew jabs,and ® on.

Butis an expandon of real GBDP adually
necssaryto aede rew jabs and povide a
grawing gandad o living? Tha's a nore
conplicated queston ha reqliresa funda
mentalrethink of tradtion economics.

Raher than chaingouttails with a endess
obsason ove real DR pethgps emnamists
and mlicy wonks wauld be d greder ®r
vice tametirg those netiics tha actudly do
promotejob credion and prosperity. Edua-
tion lkevds, preventdive teath care, ewiron-
mental well-beng, innovation axd R&D —
all of thesehdp crede rew jdbs, which in
turn geneae revenue for governments

But they may a may rot dirdly boost the
size of the e&namy — at keastnd as neas
uredby real @DP.
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