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Where is Latin America
and the Caribbean today?

e Learning from the past. More prudent in macroeconomic terms

e Progressive in social terms

e With economic growth in 2010 but decelerating in 2011 and
2012

e Reinforce a development agenda centered in equality and
contemplating environmental sustainability

e This requires closing productive and social gaps

e High-level innovation policy

e Structural change

e [tinvolves facing the region’s historical and recent debts

) The region is aiming toward structural change



The regional context: the situation today
is very different from what it was in 1992 SALX

LATIN AMERICA AND THE CARIBBEAN: PER CAPITA GDP GROWTH,
CURRENT ACCOUNT BALANCE AND OVERALL FISCAL BALANCE
(Annual growth rates and percentages of GDP)

W Per capita GDP growth rate
e« Current account balance (% of GDP)
e Overall fiscal balance (% of GDP)

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
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* In order to move towards productive convergence, policymakers must look beyond the price boom: economic
policies based on a relevant, long-term, sustainable vision at the macroeconomic, productive and territorial
levels.

* To take advantage of the opportunities provided by the international context, exports must have a higher value
added and knowledge content, with the focus on diversification of production, integration of sustainable
production processes, re-evaluation of global and regional partnerships and strengthening open regionalism.

* Consensus on priorities and respective financing: a fiscal covenant with a redistributive impact — with access to
innovation, job security and internalization of externalities.

* New equation: State-market-society.
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The price factor was important in the performance of

regional exports, which grew by 23.5% in 2011, slightly o
above import growth

LATIN AMERICA: ANNUAL GROWTH RATES OF GOODS IMPORTS AND EXPORTS,
BY VOLUME AND PRICE, 20112
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from United Nations Commodity
Trade Statistics Database (COMTRADE).



Risk of “reprimarization”,
especially in South America

LATIN AMERICA AND THE CARIBBEAN: CHANGES IN THE STRUCTURE OF EXPORTS
TO THE WORLD SINCE THE EARLY 1980S (Percentages of regional total)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from United Nations Commodity
Trade Statistics Database (COMTRADE).



The productivity gap between the

region

and developed countries is becoming wider

RELATIVE PRODUCTIVITY INDEX OF LATIN AMERICA (SELECTED COUNTRIES) AND
PRODUCTIVITY IN THE UNITED STATES (/ndex: 1970=100 and constant dollars at 1985 prices)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Time for equality: closing gaps, opening trails

(LC/G.2432(SES.33/3)), Santiago, Chile, 2010.
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FDI reinforces productive specialization in Latin
America and the Caribbean

LATIN AMERICA AND THE CARIBBEAN: SECTORAL DISTRIBUTION OF FOREIGN DIRECT INVESTMENT, 2006-2011
(Percentages)
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The regional unemployment rate continues

to fall, boosting household consumption EH“

LATIN AMERICA AND THE CARIBBEAN: CHANGE IN RATES OF EMPLOYMENT
AND OPEN UNEMPLOYMENT

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.



Despite advances in income distribution, the E La :
region is still the most unequal in the world

LAC AND OTHER REGIONS OF THE WORLD: GINI COEFFICIENT, AROUND 2009 @ (Millions of persons)
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Source: ECLAC, on the basis of special tabulations of data from household surveys conducted in the respective countries; World Bank, World
Development Indicators [online] http://databank.worldbank.orgddp/home.do.

2 The regional data are expressed as simple averages, calculated using the latest observation available in each country for the 2000-2009 period.
b Organization for Economic Cooperation and Development.
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The quality of education remains highly uneven
between different socioeconomic levels and
between the rural and urban populations

LATIN AMERICA (18 COUNTRIES) 2: POPULATION AGED 20-24 WITH COMPLETE SECONDARY EDUCATION BY
PER CAPITA INCOME AND SEX, AROUND 2008 (Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Social Panorama of Latin America 2010 (LC/G.2481-P), Santiago,
Chile, 2010. United Nations publication, Sales No.E.11.1..G.6.

2 The data for indigenous and non-indigenous youth refer to eight countries and correspond to 2007.



Two factors that breed inequality:

the skills gap and the productivity gap —
LATIN AMERICA AND THE CARIBBEAN (9 COUNTRIES) AND OECD
AVERAGE: DISTRIBUTION OF LEVELS OF PERFORMANCE IN THE
PISA READING ASSESSMENT, BASED ON THE HOUSEHOLD LATIN AMERICA: PRODUCTIVITY BY SEGMENT,
SOCIOECONOMIC AND CULTURAL INDEX, 2009 (Percentages) 1990-2008 (Dollars at 2000 prices)
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Sustainable development



Serious public finance challenges persist AT

e The tax system delivers low level of revenue and is poorly designed
e The tax structure is regressive
* Most countries have a low tax burden
e High level of evasion
e Widespread exemptions
* No environmental friendly incentives
* Social spending with little redistributive impact
* A weak non contributory pillar

* Interms of production, minimum support to SMEs and segmented access
to financing

* Insufficient investment for development:
* Ininfrastructure
* |n research, science and innovation
* In development banking institutions: inclusive financing
* In cleaner environmental matrices



The average tax burden of the Latin American countries is
almost half that of the OECD countries and the tax structure
is angled towards non-progressive, indirect taxation

INTERNATIONAL COMPARISON OF THE LEVEL AND STRUCTURE OF THE TAX BURDEN (Percentages of GDP)
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Source: CEPALSTAT for Latin American countries; IMF for Sub-Saharan African countries and developing Asia; OECDStat for OECD countries.




Innovation and productive convergence P

* Ties must be forged between low-productivity sectors and
those already at the technological frontier

e Co-evolution of macroeconomic and productive development
policies

e Reforming the long term institutional architecture for
development:

e An explicit and integrated productive development policy
e Higher priority for science and technology
e Strengthening educational and health infrastructure

* Development banking for building production capacity and
promoting innovation and internal convergence

* Integrated strategy to provide financial support to SMEs and
link them to more dynamic sectors (+certification,
traceability, carbon footprint)



Innovation: Latin America and the Caribbean
invests less in R&D, with a small participation
of the private sector

INVESTMENT IN RESEARCH AND INVESTMENT (R&D) BY THE PRIVATE SECTOR
(Percentages of GDP)
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Patents in the Republic of Korea and Latin America
and the Caribbean

LATIN AMERICA AND THE CARIBBEAN AND THE REPUBLIC OF KOREA: NUMBER OF PATENTS GRANTED BY THE UNITED STATES
PATENT AND TRADEMARK OFFICE (USPTO), 1963-2010
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of the United States Patent and Trademark Office (USPTO) database.



The digital divide

COST OF FIXED BROADBAND SERVICES: RATES OF 1Mbps IN RELATION
TO GDP PER CAPITA, FEBRUARY 2012 (Percentage points)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Latin America Regional Broadband Observatory (ORBA).
(1) Data of the Republic of Korea is as of September 2011.
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The region has remarkable
assets, but also weaknesses

Assets
e  Abundant natural resources:

One third of the world’s freshwater reserves and 12% of the arable land

A third of world production of ethanol, around 25% of the production of biofuels and
13% of oil production

Reserves: 65% of lithium, 49% of silver, 44% of copper, 33% of tin, 32% of
molybdenum, 26% of bauxite, 23% of nickel, 22% of iron and 22% of zinc

48% of world output of soybean
21% of the global area of natural forest and rich biodiversity

Weaknesses
*  Productive and export structure based on static comparative advantages:

In many cases (South America): linked to natural resources
In others, linked to low-wage, labour-intensive manufacturing or services
Still very few dynamic competitive advantages

* Low investment and lags in innovation, science and technology, education and
infrastructure

*  Labour market informality




In summary... }B

* The region has enjoyed nearly a decade of relatively high growth;
inflation is under control in nearly all countries and, in general, stable
economic conditions prevail.

e Despite improvements, the gaps between developed countries and
LAC continue to be significant. Low levels of innovation and
persistence of the productivity gap.

e Current patterns of economic growth in LAC are not consistent with a
sustainable development. Natural resource governance is key to
achieve sustainable development in the LAC region.

e The magnitude of the effort implies significant modifications in the
current patterns of production, consumption, distribution, the
technological paradigm and the existing relative price structure.



