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Who we are – About IDB 

• Established in  1959 the Inter-American Development Bank (IDB) is the 
first and most important regional development bank and main source of 
multilateral financing for socio-economic development in Latin America 
and the Caribbean.  

 

• Over the period 1961-2009 the IDB has approved loans for a total 
amount of $183 billion and mobilized additional resources for $403 
billion.  

 

• Since its foundation the IDB has recognized the importance of science, 
technology and innovation for development (S+T&I) and it has played a 
key role in building institutional capacities by member countries in this 
area. Over last ten years the IDB has lent $8 billion only for S+T&I 
projects.     
 

 



Who we are – About IDRC 

• A key part of Canada’s aid program since 1970, the International 
Development Research Centre (IDRC) supports research in developing 
countries to promote growth and development. IDRC also encourages 
sharing this knowledge with policymakers, other researchers, and 
communities around the world.  
 

• In the past 40 years, IDRC has funded more than 13,000 research 
activities involving more than 4,200 institutions.  

 

• IDRC is a Crown corporation that report to the Canadian Parliament 
through the Minister of Foreign Affairs.  Has 6 regional offices: Cairo, 
Dakar, Nairobi, New Delhi, Singapore, Montevideo.  

 

 

 

 

 



Who we are – About CINVE 

• The Centro de Investigaciones Económicas (CINVE), established in 1975, 
is the biggest Uruguayan Think Tank. Its objectives are to promote and 
carry out economic research and to foster the development of the 
economic science. 

• CINVE has about 20 permanent researchers, about half of them with PhD 
degrees. CINVE has received grants from many different agencies and 
institutions abroad, including the IDRC, SAREC, the Ford Foundation, 
AECI, the Inter American Foundation, the Social Science Research 
Council, the Tinker Foundation, the Friedrich Ebert, DFID, IDB, UNDP, 
ECLAC, the World Bank, FAO, EU. 

• CINVE has also done research and consultancy for different governments 
and public agencies in Latin America and the Caribbean. 

 

 

 



Why this study? 

• LAC has a serious productivity problem.  A typical LAC country could 
have increased income per capita by 54% since 1960 if its productivity 
had grown  like the rest of the world (IDB, 2010).  

 

• Income per capita in this typical country would almost double if its 
productivity were close to its full potential. As a result, low productivity 
has hampered efforts to lift millions out of poverty. 

 

• But there are important differences across sectors. Productivity growth 
is the highest in agriculture, but still below the world average. 

 

• Productivity is seriously lagging in manufacturing and specially the 
service sector.  
 

 



Why this study? 

• Productivity gaps are the highest in the service sector……… 



Why this study? 

• Yet, because services are 60% of employment, they are increasingly 
dragging down aggregate productivity……… 



Why this study? 

• Overall productivity growth would at least double if productivity in 
services grew like in East Asia. 



Why this study? 

• In sum….. 

 

• It has become commonplace to focus on boosting exports and promoting 
productivity and innovation in tradable sectors as a strategy to improve 
competitiveness and income levels.  

 

• However, the IDB (2010) reports suggests that increasing productivity in 
the vast service sector is key for boosting economic growth and reducing 
poverty in LAC in coming years. 

 

• But is it there any policy space for service innovation in LAC? 



Objectives of this research 

General Objective: To increase the understanding of innovation and 
productivity in market services at the firm level, with special focus on the 
role of public policy.  More specifically 

 

1.To generate new knowledge with regards to the determinants of 
productivity and innovation in services in LAC; identifying main market 
failures that hinder productivity growth and innovation in services.  

 

2.To support public policy design suitable for fostering innovation and 
productivity growth in service and raise awareness among policy-makers 
and other key institutions on the critical role of the service sector in LAC 
economies. 

 

3.Generate better indicators that could be used by productive development 
institutions, professional boards, NGOs and business associations to 
promote innovation and increase productivity in services.  



Methodology 

 

Productivity is the main engine of growth: but how does aggregate 
productivity increase? Productivity is given by the weighted average of 
productivity across all firms and sectors. So, aggregate productivity in a 
given sector will increase if: 

 

– Firms in this sector become more productive The Within 
Component. 

 

– Market shares are re-allocated toward the most productive 
firms, so markets work better) The Between Component. 



Methodology 



Methodology. 

(i) Quantitative approach:  Firm-level surveys to characterize 
productivity gaps, innovation patters and production function and 
obstacles.  Various sources: Enterprise surveys, Innovation Surveys, 
ELE. 
 

(ii) Qualitative approach: Surveys to policy makers and appropriate 
counterparts on priorities, programs and interventions.  
 

(iii) Case studies: Country studies  for impact evaluation/cases adoption of 
successful (or failed) innovations or targeted policy interventions. 
Collaboration with IDRC-CINVE’s research project “Promoting 
Innovation in the Services Sector: Towards Productivity and 
Competitiveness”.  
 

(iv) Limited scope: market services (public services are not covered) 
 

(v) Call For Proposals issue by early April. 

 



Methodology 

(1) Role of Allocative Efficiency:(OP decompositions based on 2010 
Enterprise Survey for a large set of LAC countries). 

(2) Innovation Investment, Innovation Outputs and Productivity. To 
adapt the CDM (1999) conceptual framework to better understand 
innovation in market services. Crespi and Zuniga (2011) for 
manufacturing. Based on Innovation Surveys. 

(3) Market failures: We will use and expand the methodology by Mohnen 
(2006) and Savignac (2008) based on discrete recursive models applied 
to the obstacle questions of the innovation surveys in order to identify 
innovation gaps generated by finance, human capital and property rights 
problems. 

(4) Case Studies: On successful and unsuccessful innovations (e.g. adoption 
of e-banking by micro-credit lending organizations, GPS in public 
transport, electronic bookings in hotels, etc.).  

(5) Impact evaluations: Of specific interventions targeted to increase 
productivity in services. Or horizontal interventions that might have a 
uncertain impact on services.  

 

 

 



Preliminary Results For Chile 

…but also less supported. 

Source: Authors’ elaboration of data from ELE (2007). Note: All ELE data presented in tables and figures have been weighted. *: calculated at the median. 

Sector

Distribution Productivity with 

respect to 

manufacturing*

LP Growth Propensity to 

innovate

Restrictions in 

access to finance as 

an disincentive to 

innovate

Requested 

some form 

of public 

support

(%) (%) (%) (%)

Manufacturing 7.8 1.00 0.013 30.6 39.1 9.3

Services 81.3 0.73 -0.015 20.3 32.2 4.4

  of which

                     Traditional services 73.7 0.67 -0.044 20.5 33.8 4.6

                      KIB Services 26.3 0.85 0.022 19.5 27.4 3.6

Total economy 0.72 0.005 21.3 32.5 6.8

Services seem to be (maybe) less innovative… 
 



Preliminary Results For Chile 

…less evident (or appreciated). 

Source: Authors’ elaboration of data from ELE (2007). Note: All ELE data presented in tables and figures have been weighted. *: calculated at the median. 

Different sources of innovation 
 

Research and 

Development

Acquisition of 

External 

Knowledge

Training for 

Innovation

Machinery and 

Hardware

(%) (%) (%) (%)

Manufacturing 48.0 18.1 35.2 50.2

Services 26.5 15.7 30.8 32.5

  of which

                     Traditional services 21.6 14.5 23.0 30.9

                      KIB Services 31.2 16.8 38.2 33.9

Total economy 30.5 15.0 31.0 38.9

Sector



Preliminary Results For Chile 

If markets in services were as efficient as in manufacturing, 
aggregate productivity would be 23% higher (focus in Trade and 
Business Svs.) 

 Within vs. between components of aggregate 
productivity, ELE Survey.  

Sector Sector 
Share 

Within Between Aggregate Between 
II 

Aggregate 
II 

Variation 

        
Agriculture 0.116 11388.6 -2769.7 8618.9 -1289.54 10099.1 17.2% 
Mining 0.013 26361.1 170329.4 196690.6 170329.4 196690.6 0.0% 
Manufacturing 0.153 19717.6 18515.7 38233.3 18515.7 38233.3 0.0% 
Utilities 0.004 27482.5 244615.6 272098.1 244615.6 272098.1 0.0% 
Construction 0.160 15242.4 -1262.9 13979.5 515.38 15757.8 12.7% 
Trade 0.183 31827.6 16094.0 47921.6 41061.76 72889.4 52.1% 
Hotels 0.039 9398.1 1820.8 11218.8 1820.8 11218.8 0.0% 
Transport/Telecomns 0.063 20126.5 11855.1 31981.5 13547.6 33674.1 5.3% 
Banking/Finance 0.038 62998.7 32747.0 95745.7 45292.05 108290.8 13.1% 
Business Svs. 0.200 21301.2 -11477.6 9823.6 -4445.67 16855.6 71.6% 
Others 0.031 7852.7 3244.3 11097.0 3822.68 11675.4 5.2% 
        

Total 1.000   29908.0  36936.0 23.5% 

 



Preliminary Results For Chile 

 
The innovation rates in KIBS would be 3 times higher were 
liquidity constraints to innovation relaxed!!! 

 Innovation Gaps due to liquidity constraints for 
innovation. ELE Survey 
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IDB – Innovation Research Agenda 

 (I) Innovation and Employment (Argentina, Brazil, 
Chile, Colombia, Costa Rica, Uruguay) (J. Mairesse, P. 
Mohnen) Book Soon!!! 
(II)Impact Evaluation of R&D Tax Incentives 
(Argentina, Brazil and Colombia). 
(III)Impact Evaluation of Productive Development 
Policies (beyond Average Treatment Effects) (G.Imbens). 
(IV)Public Sector Coordination for Productive 
Development Policies (Hausman and Rodriguez-Clare). 
 
(v) Development in the Americas in 2014: Productive 
Development Policies in LAC. 




