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Finally: Convergence
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Building on Success
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A “growth star” has emerged
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Two recent books 
on growth in Latin America
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Income per capita doubled in 12 years

(real average annual growth, %)

Source: WDI
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Growth widely shared 

(average annual per capita income growth, %)

Source: Socio-Economic Database for Latin American and Caribbean (SEDLAC) and WDI.
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Good news – Productivity’s  key role in growth

Contribution to growth 
(real GDP growth and contributions, percentage points)
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Firms don’t grow
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Large dispersion in productivity across firms
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Source: Peru data from authors’ calculation; data for other countries are from IDB (2010)



Symptoms of a “factor misallocation” problem
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Services have seen no improvement in 
allocation

Within-firm TFP growth drives overall TFP 
growth, but is dragged down by labor 

allocation…

Source: Authors’ calculations based on EEA by INEI; Brown et al. (2015); and 
Bartelsman et al. (2009)
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Regulatory barriers still high 
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Product Market Regulation Indicator 
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Restrictive labor regulations
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Trade policy undermined by trade 
facilitation

Poor facilitation and behind the border constraints…
(LPI rank, higher rank means worse performance)

..particularly in customs
(LPI rank, higher rank means worse performance)

Source: WDI, 2014
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Little improvement has been made

Customs lost 47 positions since 2007
(LPI rank, higher rank means worse performance)

Source: WDI, 2014
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WB’s SCD

http://documents.worldbank.org/curated/en/919181490109288624/pdf/Peru-SCD-
final-3-16-17-03162017.pdf
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