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Roads, energy, water, broadband - to mention a few - are
crucial to the promotion of economic growth and social
cohesion. Despite high growth rates in recent decades,
Latin American infrastructures still lag behind other
emerging and industrialised economies. For investment
in these areas to bear fruit, states must increase
consistency and co-ordination, and remove unnecessary
bottlenecks. More rigorous mechanisms to manage
partnerships with the private sectorwill also achieve
higher value for money and minimise rent-seeking and
contract renegotiation.
DID YOU KNOW? In Chile, Colombia and Peru, 50
out of 60 road concessions signed up to 2010 were
renegotiated, generating an additional fiscal cost
of USD 7 000 million.

BOOSTING INNOVATION
Low productivity is a persistent problem for Latin America
and the Caribbean. This reflects the limited diversification
of the region’s economies, their specialisation in lowtechnology-intensive sectors, and scant investment in
R&D. Despite efforts over the past decade, the region
still lacks a focus on national innovation systems and
adequate financial support for implementing innovation
strategies. One of the principal challenges remains the
mobilisation of the private sector to innovate and raise
productivity levels.
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Latin America’s solid economic performance since
2003 has created the possibility of transforming the
state for inclusive and long-term development. This
year’s Latin American Economic Outlook examines the
reform of the state in this context and recommends
that Latin American states act now to deliver better
public services for development.

DID YOU KNOW? In 2009, public spending as a
share of GDP is on average 22 percentage points
lower in Latin America than in the OECD, from 46%
to 24%.

INCREASING FISCAL REVENUE
Fiscal reform is a necessary condition of real change in
the capacity of Latin American and Caribbean states. This
does not only mean being thrifty with existing resources,
but also generating long-term, stable resources for
governments. In general, taxes are not high. Not many
people pay all of them as they work informally. And the
affluent do not necessarily contribute much more than
the poor. Reversing some of these trends could increase
fiscal revenue and secure resources for more widereaching public policies.

STRENGTHENING THE FISCAL PACT
To enable such deep reforms, Latin American states
need to first increase the confidence citizens show in the
fiscal system, namely the promise that they will receive
good public services in exchange of their tax payement.
Better statistics, better fiscal rules and the strengthening
of the fiscal framework as a whole could trigger this
virtous circle. More and better public services help to
rebuild (especially to those in the middle of the income
distribution) the fiscal pact between citizens and the
state will be consolidated.
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In a context of global uncertainty, inaction and
complacency come with a high price. Progress made in
poverty reduction and public finances during the years of
boom could be unraveled. Likewise, the rising demands
of a growing middle class create an urgent need to
increase capacity to deliver good quality public services.
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Latin American states must act now to deliver better
public services for development. Current gaps, especially
in education, infrastructure and innovation, act as a
brake on economic growth and well-being throughout
the region. After years of strong growth and sound
macro-economic and fiscal management, Latin American
and Caribbean possess the tools to turn this situation
around. Indicators of public debt and fiscal deficit have
improved.

Countries of Latin America and the Caribbean and
OECD average: structure of social spending, 2008
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WHY REFORM THE STATE?

Source: Based on ECLACSTAT Statistics and Social Indicators and
OECD National Accounts.
Note: a) Institutional coverage of non-financial public sector for
Argentina, Brazil, Colombia, Costa Rica, Panama, Peru; Central
government for Bolivia (Plur. State of), Chile, Cuba, Ecuador El
Salvador, Guatemala, Honduras, Dominican Republic, Uruguay;
budgetary central government for Mexico, Nicaragua, Paraguay and
Venezuela.
b) Most recent data available is 2006 for Bolivia (Plur. State of),
Ecuador, and Venezuela (Bol. Rep. of).

INVESTING IN EDUCATION
Education is a fundamental right and plays an
indispensable role in development. School coverage
has increased in the last years, but when compared
internationally, Latin America’s performance in education
accentuates the region’s high levels of inequality. States
need to guarantee basic skills for good-quality primary
education throughout the region, and equitable access
to secondary education by supporting those with fewer
resources. Other important areas of reform include
decentralised education systems, quality tertiary
education institutions and the introduction of evaluation
systems.
DID YOU KNOW? Between 1990 and 2006, coverage
of public and private secondary schooling in Latin
America increased from 27% to 51%.

