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. High Poverty and Inequality, low
Social Mobility

Poverty Headcount Ratio at US$ 2 a day (PPP) Income Inequality
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Source: Perry, Arias, Lopez, Maloney and Serven (2006) Poverty Reduction and Growth: Virtuous and Vicious Circles.
Washington, DC: The World Bank Latin American and Caribbean Studies
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. Slow Growth and Job Creation
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Source: Perry, Arias, Lopez, Maloney and Serven (2006) Poverty Reduction and Growth: Virtuous and Vicious Circles.
Washington, DC: The World Bank Latin American and Caribbean Studies



. High Unemployment and Informality

Unemployment Rates

12
10
8 -
I
S 6 -
&
4 4
2 | .
0
East Asia & OECD OECD Andean
Pacific Europe Countries
Size of the Shadow Economy Informality
50 - 75% -
o a
[a] o
© 40 - = 60% -
E £ m1996-98 2003
§ 30 - W 1990 = 2000 2 45%
o =
£ 2 .
2 20 S 30% ~
g =
5 10 A S 15% ~
5 s
QA @ 0%
OECD East Asia Latin America Andean East Asia and Pacific LAC Andean Countries

Community

Notes. (a) Unemployment: OECD DataSource, ILO, SEDLAC (b) Shadow Economy: Schneider, Friedrich. 2005. Shadow Economies Around the
World: What do We Really Know? European Journal of Political Economy, 21(3), 598-642. (c) Informal Labor Force: Calculations based on SEDLAC
(CEDLAS and The World Bank) based on microeconomic data from household surveys.



|. Ethnic based exclusion

Income Gap between Indigenous and Non-Indigenous People
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* The income gap for Brazil correspond to the ratio of labor earnings
of male Afro-descended to male white.

Years of Schooling for people 15 years and older
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Sources: (a) Hall and Patrinos (2006). Indigenous Peoples, Poverty and Human Development in Latin America. Palgrave MacMillan. (b) De Ferranti,
Perry, Ferreira and Walton (2004). Inequality in Latin America: Breaking with History? Washington, DC: The World Bank Latin American and
Caribbean Studies



1. Towards higher, stable
and pro-poor growth

Traditional pro Growth policies

B Reducing Cost of Doing Business and Improving
Investment Climate

B Improving Skills and Innovation policies

B Overcoming the Infrastructure and Capital
Markets Gap

B Keeping careful macro/financial policies

Making growth pro-poor and overcoming
poverty traps (which will accelerate growth..)

B Eliminating biases against rural development
and formal employment

B Equalizing opportunities
B Efficient direct poverty reduction programs
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1. Equalizing opportunities:
education, infrastructure, finance

Education Opportunities, ARGENTINA
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Source: Perry, Arias, Lopez, Maloney and Serven (2006), Fay and Morrison (2005), Chidzero, Ellis and Kumar (2006)



[11. Revamping the social contract:
overcoming the truncated Welfare State

Salaried Workers with right to Pension at Retirement
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Source: (a) Pensions: SEDLAC (CEDLAS and The World Bank) based on microeconomic data from household surveys. (b) Social Assistance: Lyndert,
Skoufias and Shapiro (2006). Redistributing Income to the Poor and Rich: Public Transfers in Latin America and the Caribbean. The World Bank
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I11. Revamping the social contract:
overcoming the truncated Welfare State

LAC

Gini: Market Income
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Source: Perry, Arias, Lopez, Maloney and Serven (2006) Poverty Reduction and Growth: Virtuous and Vicious
Circles. Washington, DC: The World Bank Latin American and Caribbean Studies
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