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Key Facts

}» On April 11, 2017 Christine Lagarde, IMF Managing Director spoke about “Innovation, Tech-

nology and Growth” at the ESMT in Berlin

)} Ms. Lagarde raised the issue of the discrepancy between technological progress and sustain-

able growth, as well as the inherent risks involved

} The IMF is advising governments to promote and press for technological progress by adhering

to the five principles presented

} Ms. Lagarde and the IMF are confident about the future

Christine Lagarde, head of the IMF, held an
open lecture at the ESMT in Berlin on April
11. The event entitled “Innovation, Technol-
ogy and Growth” focused on the opportuni-
ties and risks of technological progress as
well as recommendations by the IMF to gov-
ernments on how to handle these risks.

One of the pillars of macro-economics is that
technological progress leads to innovation
and innovation, in turn, to growth. The prac-
tical challenge confronting healthy social co-
existence is in ensuring fair, sustainable and
participatory growth: sustainable in the
sense of having the subsequent ability to
join, participatory in the sense of enabling
large sectors of society to be included.

Over the past 150 years, the world has been
changing at a rate faster than ever before.
The pace of technological progress has in-
creased dramatically, especially over the
past few years: Innovative players on the
market, innovations such as autonomous
driving, artificial intelligence, robotics and
much more. From a historic perspective, the
fact that it is not possible to foresee how the
world will look in three years from now is a
remarkable state of affairs.

Inequality in society is on the rise despite the
number of innovations. This indicates that
not many benefit from technological pro-
gress and the danger remains that the

majority are left by the wayside. Taxi drivers
and waiters are replaced by an autono-
mous-driving vehicle and a robot respec-
tively; people produce spare parts at home
using a 3D printer instead of sending an item
in for repair. Ms Lagarde quoted William
Gibson: “The future is already here —it’s just
not very evenly distributed.” and, in doing
so, emphasized that growth will not be sus-
tainable if there is excessive inequality. This
leads to large parts of society awaiting the
pending developments reluctantly and with
unease. According to Lagarde, the develop-
ment will not only affect developed coun-
tries, but also developing countries.

The core advice of the IMF to the countries’
governments is not to block these develop-
ments or to adopt protectionist means in or-
der to hold onto the status quo, but rather to
embrace progress.

Although Ms. Lagarde underlined that these
principles should not be seen as magic for-
mulas, it is, nevertheless, pointless to hide
away from this development or to protect
oneself by behaving in a protectionist man-
ner. A breakthrough in artificial intelligence
would not be the cure-all for every problem
either. It is imperative that states embrace
the situation, constantly realigning and
adapting themselves in order to promote in-
novations and facilitate progress.
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“Embrace change, create facilitating conditions for innovation

and technological advance/progress”

IMF principles on dealing with technological progress

Lead with confidence
o Lead by example, show confidence and give out the right signals. AN

Investin the future
Investin research and development, subsidize private R&D activities,
reduce monopolies, enhance intersectoral synergies

Guarantee accessto financing by adjusting balance sheets for the

Ensureaccessto financing
consequencesofthe financial crisis

Expandopportunities
o Improve the skill sets of low-skilled workers, ensure intersectoral mobility,

promote lifelong learning

Educate upcoming generations accordingly, put more emphasis on work-

] Welcome next generations
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life balance programs and integrate older generations
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Figure 1: The IWF has 5 principles

These statements reveal an aporetic situa-
tion: On the one hand, a critical dialog on
progress since the beginning of the Indus-
trial Revolution has been the subject of the
negative impact/consequences and the di-
alectics of technology; confronted on the
other by the belief, hope and conviction that
technologies will release the exact potential
required in order to avoid or mitigate the ad-

verse consequences: Technology, alone,

can heal the consequences resulting from
the deployment of technology.

Ms. Lagarde confirmed the above in her re-
sponse to a question from the floor: She ad-
vocates not taking an overly pessimistic
view towards the future. Her stance is sup-
ported by healthy confidence that mankind
is able to adapt to virtually anything.
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- W Marco Friedrich is a Transformation Fellow at CORE. With a profes-
sional focus on corporate finance, Marco gained his first consulting ex-
perience at a major transportation company. At CORE, he supports

¢ - F complex IT transformations with a focus on risk and investment man-
1 ' agement.
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