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Foreword

The fourth meeting of the Forum of the Countries of Latin America and the Caribbean on Sustainable
Development finds our region in a very different world from that envisaged when the 2030 Agenda for
Sustainable Development and the Sustainable Development Goals (SDGs) were formulated almost six
years ago. Not only have adverse trends in growth, investment, employment, inequality and environmental
sustainability sharpened, but the coronavirus disease (COVID-19) pandemic has had catastrophic effects
on our societies. Unemployment, poverty and extreme poverty (with the consequent risk of hunger) and
inequality have all increased, while the emissions reductions of the early months of the pandemic are
tending to be lost as growth recovers with no changes having been made to the development model.

As long as uncertainty remains about the intensity and duration of the pandemic, intermittent
shutdowns will continue to affect economies and societies. Progress in vaccination is insufficient and
reflects great inequalities between countries by level of economic and social development and, above
all, by financial and negotiating capacity to access vaccines. Once again, the need to move forward
with regional integration is on the table.

However, the difficulty of 2020 and 2021 should not opaque the fact that many of the determinants
now worsening the effects of the pandemic were already present in the global and regional context, and
at the national level as well. For that reason, the response to the health crisis should be accompanied
by decisive steps to correct the unsustainable courses of action pursued until now.

These issues are at the heart of the reflections in this report, in which we analyse the major trends
under way in economies and societies globally, explore in detail the health effects of the pandemic and
highlight its economic, social and environmental impacts in our region. On that basis, we propose a
strategy for action: a big push for sustainability based on the core elements of the 2030 Agenda and
its 17 SDGs.

The strategy for a decade of action must be realistic, building on progress made and recognizing
the challenges of implementing the 2030 Agenda, to which we devote a chapter of the document. We
note with concern that the indications that the comprehensive nature of the Agenda was already in
jeopardy, as highlighted in previous versions of this report, have been exacerbated by the pandemic,
and nearly two thirds of the targets we analysed will be unattainable without a substantial change in
the development model. Faced with this reality, the countries of the region have intensified their efforts
to strengthen the institutional framework for the implementation of the Agenda, as evidenced by the
growing number of voluntary national reviews. At the same time, the United Nations development system
has embarked upon a profound reform process that is intensifying work between agencies, funds and
programmes to respond more effectively and flexibly to countries’ needs.

Dealing with difficult pending tasks —an effort in which governments, civil society, the private
sector and other stakeholders must all engage— we reiterate the need for “accelerating action to
address systemic gaps in implementation, as we embark on a decisive decade for the 2030 Agenda,”
as demanded in the political declaration of the high-level political forum on sustainable development
convened under the auspices of the General Assembly in 2019."

T United Nations, Political declaration of the high-level political forum on sustainable development convened under the auspices of the General Assembly
(A/RES/74/4), 2019.
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The goal of prioritizing the poorest and most vulnerable to leave no one behind can only be achieved
through international solidarity in the distribution of vaccines to contain the pandemic, progress in
regional integration, mobilization of resources to finance the SDGs, better implementation of the 2030
Agenda at national and local levels, the strengthening of institutions, the resolution of problems through
international cooperation, and the uptake of science and technology. Moreover, this is the only way
to prevent our region from returning to the paths that have led it to suffer devastating effects from the
pandemic, which have now lasted for a year and which hinder progress towards rapid recovery and
sustainable development with equality at its heart.

Alicia Barcena
Executive Secretary
Economic Commission for
Latin America and the Caribbean (ECLAC)
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Introduction

The crisis triggered by the COVID-19 pandemic overtook the world economy at a time when structural
problems were already jeopardizing its growth and stability. The outbreak sent a huge shockwave through
a world that was already grappling with mounting economic, political and environmental challenges. The
world’s response to the crisis must therefore take the form of an effort to rebuild development patterns
in a way that will overcome the problems that were plaguing it before the pandemic, rather than an
effort to restore what came before.

The global system is beset by growing imbalances that are heightening political and geopolitical
tensions. Uncertainty and rivalries are prevailing over respect for rules and cooperation. At the international
level, the form of governance that will emerge out of the countries’ evolving military, technological and
production capacities is unclear; at the national level, political systems are being shaken by protests
and demands emanating from a long backlog of unresolved problems, not least of which is persistent
and even increasing inequality. This situation has given rise to three structural crises which have only
grown more severe over the last five years and which are finding expression in the slower growth of
world trade and the global economy; increasing inequalities in a majority of the world’s countries; and the
threat posed by current production and consumption patterns to the stability of the Earth’s ecosystems.

One of the outcomes —and, at the same time, an aggravating factor— of these three crises is that
the rules around which the international system is organized are being eroded while national political
systems are becoming polarized and fragmented. Both systems are being destabilized as uncertainty
grows and conflicts escalate. Demands for thorough-going changes are mounting, but governments
have either not known how to respond to those demands or have been incapable of doing so. These
crises are a consequence of decisions that have led to a limitation of the scope of State action and to
an increasing tolerance of inequality, poverty and environmental degradation.

An integrated analytical framework is essential in order to understand these three crises and to
see how they are interconnected and how to resolve them by employing mutually reinforcing policy
tools in each of these different areas. The structuralist tradition in development economics provides a
scaffolding for the construction of just such an analytical framework.

A. A halting recovery from the 2008 crisis: the limits
of monetary policy and debt

The following section will explore some of the structural problems that confronted the world economy
in the aftermath of the 2008 financial crisis. These issues have been examined in detail in other ECLAC
publications (see, for example, ECLAC, 2020), so this discussion will touch on only those aspects of the
situation that are most relevant to the Sustainable Development Goals and the sustainable development
of Latin America and the Caribbean as a whole.

The great recession of 2008 called into question the idea that an unregulated expansion of credit,
the creation of sophisticated financial instruments and the securitization of assets would enable the
world economy to function more efficiently. That crisis was generated by the financial system itself as
it ramped up operations that rested on a shaky foundation of securities, notably subprime mortgages
in the United States market. The collapse of these speculative spirals had enormous impacts on the
productive sector both in the United States itself and in the rest of the world as the collapse reverberated
through the complex interconnected network of global financial agents.
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Although the United States Federal Reserve’s intervention on an unprecedented scale averted an
even deeper crisis, the economy’s subsequent recovery was weak. As can be seen in figure 1.1, during
the post-2009 recovery, trade expanded very slowly, and its linkage with GDP growth (measured in terms
of GDP growth as a percentage of the growth of trade) was more tenuous than before. Between 1990
and 2007, the volume of world trade in goods rose at an average annual rate of 6.2%, but between 2012
and 2019, it did so at an annual average of just 2.3%. This trend is also reflected in the fact that, even
though exports of goods and services reached an all-time high of 31% of global GDP in 2008, at the start
of the global financial crisis, since 2015 that share has hovered around 28% (ECLAC, 2021, pp. 38-39).

Figure 1.1
World trade and GDP growth, 1990-2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC).

The quantitative easing policy used by a number of central banks provided much-needed —but
partial— relief from the effects of the crisis, since the money supply influences investment decisions
only indirectly. In a world where the private sector is seeking to rebalance its balance sheets and where
the size of household debt and government debt is generating uncertainty, near-zero interest rates
are not enough to induce the necessary investment response. It thus became necessary to introduce
expansionary fiscal policies as a direct stimulus for aggregate demand in order to spur the economic
recovery. Later, when the pandemic hit in 2020, the ascendency of fiscal policies over monetary policies
became even more evident. As discussed in chapter V of this document, fiscal expansion can help
not only to reactivate aggregate demand but also to steer investment in the direction of sustainability.

Although the crisis had its origins in the financial system itself, sharp imbalances in various countries’
current accounts heightened its impact. Imbalances of this sort are associated with debt overhangs in
deficit countries and swelling reserves in surplus ones (prior to 2008). What was referred to at the time
as a “dollar glut” generated a flow of funds from surplus countries to the United States which fed into the
already highly speculative operations being conducted in that country’s real estate and financial markets,
inflating a housing and financial bubble that eventually burst, giving rise to the subprime mortgage crisis.

One of the more conspicuous features of the world economy in the years following the global
financial crisis of 2008-2009 and before the COVID-19 crisis was its mounting accumulation of debt.
The global debt stock exceeded US$ 255 trillion by the end of 2019, or more than 322% of world GDP.
Between 2007, just before the outbreak of the global financial crisis, and 2019, worldwide debt soared
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by US$ 98 trillion (see figure 1.2). Estimates put world debt for 2020 at US$ 277 trillion (365% of world
GDP). The most heavily indebted economies as a percentage of their GDP at end-2019 included the
Hong Kong Special Administrative Region of China (374.7% of GDP), Lebanon (306.7% of GDP),
Singapore (296.7% of GDP), China (258.3% of GDP), Chile (242.3% of GDP), Republic of Korea (239.5%
of GDP), Brazil (203.3% of GDP), Malaysia (190.4% of GDP), Israel (181.1% of GDP) and Hungary
(170.4% of GDP).

Figure 1.2
Global debt, by economic sector, 1997-2019
(Trillions of dollars)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of the Institute of International Finance (IIF), Global Debt Monitor:
COVID-19 Lights a Fuse”, 6 April 2020 [onling] https://wwuw.iif.com/Portals/0/Files/content/Research/Global %20Debt%20Monitor_April2020.pdf
and ECLAC (2019), Economic Survey of Latin America and the Caribbean, 2019(LC/PUB.2019/12-P), Santiago, 2019.

Debt levels rose in all sectors of economic activity but especially in the non-financial corporate
sector and the government sector. This was a distinct departure from the pre-crisis sectoral pattern
of debt distribution, when the bulk of the debt had been held by the financial sector (see figure 1.2).
A sectoral-level analysis reveals that, in the developed economies, government debt was the largest
and fastest-growing component of the total debt, accounting for 28.8% of that total in 2019, whereas
household debt and financial-sector debt were declining. The financial sector was also less leveraged
than it had been before the global financial crisis.” In the emerging and developing economies as a
group, the largest share of debt is held in the non-financial corporate sector, followed by the government
sector (42% and 23.9% of the total, respectively, as of the fourth quarter of 2019).

An increase in debt burdens in emerging economies during an economic contraction (the GDP of
all the developing regions of the world was smaller in 2020 than it had been in 2019) may not only give
rise to a liquidity squeeze but may actually push them into insolvency. Even if that does not happen,
high debt levels may entail a heavier debt servicing burden. The available estimates indicate that
sovereign debt service for emerging and developing economies will have climbed from 7% of public
revenues in 2019 to 10% in 2020 (IIF, 2020), which may hinder efforts to use public investment as a
tool for furthering economic and social development.

T Empirical evidence for 35 countries of the Organization for Economic Cooperation and Development (OECD) in 2001-2018 shows that the gearing

ratio (selected financial assets to capital ratio) rose from 10.9 in 2001 to 19.5 in 2008 and then fell to 12.4 in 2018 (see OECD, 2020).
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B. Inequality as a barrier to global recovery and stability

There is some debate as to how much overall inequality, defined as inequality among the citizens of the
world (i.e. among the planet’s inhabitants, without regard to the countries in which they live) was reduced
between 1988 and 2008. The classic Lakner-Milanovic “elephant chart” indicates that the groups whose
incomes rose the most during this period were the emerging middle class in the poorest countries and
the top 1% (the elephant’s raised trunk), while those whose income rose the least were the poorest (the
elephant’s tail) and the middle class in the developed world (see figure |.3). The rapid growth achieved
by some countries with large poor populations translated into a significant drop in global poverty (from
36% of the world’s population in 1990 to 19% in 2008 (Ravallion and Chen, 2013, p. 7).

Figure 1.3

The elephant curve: annual real income growth per adult, by income percentile in the global
income distribution, 1980-2016
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of F. Alvaredo and others, World Inequality Report 2018, World
Inequality Lab, 2018 [online] http://wir2018.wid.world/files/download/wir2018-full-report-english.pdf.

The Lakner-Milanovic elephant chart has been put forward as evidence of the reason for the
growing rejection of globalization policies observed since 2016 (after the election of Donald Trump in
the United States and the Brexit referendum in the United Kingdom). According to this explanation,
the fact that the middle class in the more advanced countries has benefited less while the richest 1%
of the population has benefited the most is the reason for the prevailing discontent with globalization,
and people —who are, after all, not global citizens but rather citizens of their countries— vote and hold
their national government responsible for improvements or a deterioration in their level of well-being.
Although inequality between countries declined, it has tended to increase within most countries since
the late 1980s. This helps to explain why there have been growing social protests against a development
pattern that is seen as being incapable of providing a share of the benefits of growth to a large part of
the population.

The belief that politicians are not representing the people and that they lack the capacity for action
needed to live up to the population’s expectations can give rise to political polarization and can discredit
democratic institutions. Increasing political instability, xenophobia and racism are being seen even in
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tolerant societies with a strong liberal tradition that might have been thought to be immune to these
phenomena. The pledge made by the United Nations in the 2030 Agenda to “leave no one behind” is
a wake-up call about the seriousness of this problem and the need to tackle it.

Another way of picturing the trend in inequality is to look at how the absolute, rather than relative,

value of income in each percentile has changed. Doing so results in the curve known as “Ravallion’s
giraffe” (Ravallion, 2018, p. 624), which depicts how income is concentrated among the richest 1%

(the giraffe’s neck) while the increases for the other percentiles in the global income distribution are
very small (see figure 1.4). By graphing these trends in absolute values, the intensity of the income

concentration process becomes much more evident.

Figure 1.4

The giraffe curve: annual real income growth per adult, by income decile and percentile in the global
income distribution, 1990-2016
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The debate surrounding the Lakner-Milanovic elephant and Ravallion’s giraffe prompts some
observations that are particularly relevant to this discussion, since the purpose of this document is
to propose policies for altering the current development pattern, which has given rise to such stark

inequalities and the resulting economic instability.
First, the relationship between globalization and inequality is not as straightforward as the graphs

might suggest. If the term “globalization” is understood as referring to financial globalization and the
predominance of market rules in international economic relations, then this term is not really applicable
to China. China plays a key role in accounting for the decline in the percentage of poor people in the
world and the reduction in inequality between countries, yet this is a country that has kept its capital
account under tight control and has adopted a very active industrial policy aimed at buoying the
competitiveness of Chinese firms and the diversification and technological upgrading of its economy.?

The impact of China’s low-cost labour supply on employment in the United States (especially employment in manufacturing) is another source of

2
tension in a world of capital mobility.
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However, if globalization is understood as involving a bigger role in world trade and having exports
account for a larger share of GDP, then China can, in fact, be seen as taking part in the globalization
process. It has based its actions on policies that are clearly quite different from those espoused by
neoliberal economists that advocate keeping government intervention to a minimum through what has
come to be known as “hyperglobalization”. This divergence between China’s industrial, commercial
and foreign-exchange policies and the rules set down by the orthodoxy in economics is one of the
sources of trade tensions between China and the United States. None of the most successful cases of
convergence in the post-war period has followed the rules of hyperglobalization.

Second, some of the political and technological factors that are intertwined with the globalization
process and that have played a part in increasing inequality include the ascendancy of orthodox
monetary policy formulas over fiscal policy, increasingly less progressive taxation policies in some
countries, the weakening of trade unions and labour (partly as a result of the greater bargaining power
attained by capital owing to its greater mobility in today’s more free-market world) and the effect of
technical progress, which has shifted labour demand towards more highly skilled workers.

Third, the macroeconomic disequilibria discussed earlier have also led to greater inequality in a
number of countries. On the one hand, external-sector imbalances that set off balance-of-payments
crises are associated with slower, less stable growth and to devaluations that result in lower real wages
and higher unemployment, all of which produces greater inequality. On the other, inequality depresses
aggregate demand, since richer groups have a lower propensity to consume than poorer groups do.
At the same time, when aggregate demand growth is slow, the higher savings levels of richer segments
of the population translate into financial speculation and the rising prices of non-reproducible assets
(such as real estate) rather than promoting productive investment.

In sum, inequality, external crises and financialization converge in a complex and mutually reinforcing
web of interrelationships that add to the world’s growing political and economic instability. The pandemic
has added fuel to this fire, making the adoption of policies to overcome this situation all the more urgent.

C. The climate and environmental emergency

The current development path has brought the world to a point where the very survival of the environmental
system that sustains it is in jeopardy. Markets are incapable of internalizing these environmental costs
and therefore endogenously reproduce an unsustainable growth pattern. The planet’s ecosystems and
biodiversity are being eroded at an alarming speed, and there are already over a million species that
are heading towards extinction (IPBES, 2019).

As a result of modern-day fossil-fuel-based production and consumption patterns, CO, concentrations
in the atmosphere are continually increasing. In 2020, atmospheric CO, reached 415 parts per million
(see figure 1.5), a level unprecedented in the last 800,000 years or possibly in the last 3 million years
(Willeit and others, 2019). Even though the pandemic has brought about a decline in CO, emissions,
at the global level these emissions are still climbing at a rate that is consistent with an increase in
average global temperatures of over 3°C during this century. This greatly exceeds the goal set in the
Paris Agreement of limiting the rise in temperature to far below 2°C and the more ambitious target of
holding the increase to less than 1.5°C (UNEP, 2020).
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Figure 1.5
Atmospheric concentrations of carbon (CO,) emissions and rising land and ocean surface temperatures
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The impacts of this increase in atmospheric CO, are clear for all to see. The years since 2015 have
been the six hottest years on record,®with 2016 and 2020 being the hottest of all (average temperatures
of 1.2°C above the average for 1880-1900) (WMO, 2021) (see figure |.5, panel B). In 2020, all-time heat
records were registered in various locations around the planet (map I.1), even though temperature increases
were attenuated by La Nifia, which is associated with a widespread cooling of ocean temperatures.

Map 1.1
World: land and ocean surface temperature percentiles, January—December 2020
(Average temperatures in 2020 relative to average temperatures in 1901-2000)

I Much cooler than average
Cooler than average
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B Much warmer than average
I Record warmest

Source: National Oceanic and Atmospheric Administration (NOAA), “State of the Climate: Global Climate Report for Annual 2020", National Centers for
Environmental Information (NCEI), January 2021 [online] https://www.ncdc.noaa.gov/sotc/global /202013 [accessed on: 25 January 2021].

Along with these higher temperatures, mean sea levels are on the rise as a consequence of melting
ice sheets and thermal expansion. Sea levels have climbed by between 21 cm and 24 cm since 1880
(see figure 1.6). In the past few years, the pace of this phenomenon has accelerated to 3.3 mm per year,
but more recently sea levels have been rising even faster owing in part to the increased rate of glacier
melt in Greenland and Antarctica (WMO, 2021). The amount of area covered by sea ice in the Arctic
reaches its yearly low each September; in September 2020, it was the second-lowest ever registered
(see figure 1.6, panel B), and record lows for the extent of sea ice were observed in the months of July
and October. The extent of Arctic seaice in September is shrinking at a rate of 13% per decade relative
to the average for 1981-2010 (WMO, 2020).

In 2020, there were 30 named storms (defined as storms with maximum sustained windspeeds of
39 miles per hour or more) during the Atlantic Ocean hurricane season; 13 of these storms reached
hurricane strength (sustained windspeeds of 74 mph or more) and 6 of them were major hurricanes
(sustained windspeeds of 111 mph or more). This was the highest number of storms ever recorded,
surpassing the 28 storms of 2005, and the second-highest number of hurricanes on record; 2020 was
the fifth consecutive year with an above-normal Atlantic hurricane season and the eighteenth above-
normal season out of the past 26.

3 Instrument-based records began to be kept in 1880.
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Figure 1.6
Rising sea levels and the thawing Arctic

A. World: rising sea levels, 1880-2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the National Oceanic and Atmospheric Administration
(NOAA) and the National Snow and Ice Data Center (NSIDC).
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These changes jeopardize the chances of success of efforts to combat poverty and inequality.
Climate change impacts crop yields and the water supply and subjects the world’s population to extreme
weather events such as heatwaves, droughts, fierce storms and flooding. It also has substantial impacts
on marine and terrestrial ecosystems. Chapter V presents a discussion of measures for enhancing
community resilience, using renewable energy to reduce greenhouse gas emissions, protecting forests
and changing production and consumption patterns.

Figure 1.7 illustrates the fact that, within the context of prevailing development patterns, no country
has achieved a high level of income without radically increasing its emissions of the greenhouse gases
that are driving climate change. The combination of a high GDP with environmental sustainability is an
“empty box”. Altering the present growth path will require making radical changes in existing production,
distribution and consumption patterns along with a major sustainability-focused technological effort.

Figure 1.7

The “empty box” of growth and environmental protection: per capita GDP and per capita greenhouse
gas emissions around the world, by national income level, 2017
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worldbank.org/data-catalog/world-development-indicators.

The pandemic can be regarded as a sign of human beings’ growing presence and invasion of the
planet’s ecosystems. Emerging zoonotic diseases, as COVID-19 appears to be, are just one of the possible
negative consequences of the increasing pressure being exerted by human beings on the natural world.
The frequency with which pathogenic microorganisms are jumping from other animals to humans has
increased as people harvest forestry and agricultural resources and as ecosystems are degraded.
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D. The crisis of multilateralism and the need for developing
economies to speak with one voice

The overhaul of China’s production structure and the narrowing of the technological gaps separating
it from advanced countries have been associated with a reconfiguration of the international division of
labour. When capacities, interests and power relations change, so do international relations. This gives
rise to a period of negotiation and a search for new rules that often go hand in hand with increased
geopolitical instability.

In the area of international trade, multilateralism is weakening and the World Trade Organization
(WTQ) is becoming less influential as a forum for the negotiation and discussion of trade rules. The
United States’ decision to block the appointment of two judges to the WTO appellate body that has been
resolving trade disputes since 1995 and that had continued to do so until December 2019 has prevented
it from doing its job since that time. This means that there is no longer an accepted mechanism for
settling international trade disputes, although one group of countries (led by the European Union and
China) has set up some alternative mechanisms on a temporary basis to serve this purpose.*

The ascent of China on the back of its technological convergence drive, increasingly strong competitive
position in high-technology sectors and its large shares of world GDP and trade has sparked various disputes
with other economic powers, particularly the United States. China’s convergence is another example of the
successful efforts deployed by some Asian countries to change their production structures and narrow the
technology gap between them and certain other nations. Figure 1.8 illustrates the growing importance of
Chinese investment in R&D over the last two decades, and the world share and composition of Chinese
exports and imports have both changed in line with this trend as well. The ongoing technological revolution
confronts countries with a definite challenge, and their response to that challenge will determine their
international positions in the coming decades. This topic will be explored further in chapter V.

Figure 1.8
The upward trend in R&D investment in the Chinese economy as compared with other selected countries
and regions, 2000-2017
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the United Nations Educational, Scientific and Cultural
Organization (UNESCO) and the Ibero-American Network of Science and Technology Indicators (RICYT).

4 The difficulties being experienced by WTO have been compounded by the resignation of its Director General, Roberto Azevédo, who announced his
early departure in May 2020 and stepped down in August 2020, a year before his term in office was to end.

23



Economic Commission for Latin America and the Caribbean (ECLAC)

Between January 2018 and October 2019, trade tensions between China and the United States
led to an escalation of tariffs by the United States that was then matched by China, with the end result
being a nearly 21% increase in the average tariff imposed by each country on the other. The signing of
what was called a “phase one” agreement in January 2020 sparked some optimism about the possibility
of these trade tensions coming to an end (ECLAC, 2021, pp. 42), but the slowdown in the Chinese
economy’s growth made it impossible for China to fulfil its pledge to raise the value of its imports of
goods from the United States in 2020 by at least 41% over their 2017 level.

In addition, in May the United States tightened its controls on the sale of sophisticated microprocessors
to the Chinese telecommunications multinational Huawei. This step, which has been justified on the
grounds of national security, came on top of restrictions introduced in 2019 on the use of the Android
operating system and Google applications for mobile phones manufactured by Huawei.

The Chinese government has criticized these new restrictions and said that it is considering reprisals.
This situation is further complicated by moves by the United States to relocate some of its firms that are
now sited in China and to revoke trade preferences given to Hong Kong (Special Administrative Region
of China), as well as by frequent confrontations between the two countries at WTO and the controversy
about possible risks posed by the Chinese TikTok and WeChat applications.

Meanwhile, other conflicts around investment and trade have also been arising. The European Union’s
efforts to tax large digital platforms has been viewed in the United States as a move against large United
States firms such as Google, Apple, Facebook and Netflix. In June 2020, the United States government
launched an investigation under section 301 of the 1974 Trade Act into digital service taxation mechanisms
being applied or under consideration in nine countries and the European Union. In that same month, the
United States also announced that it was withdrawing —temporarily, in principle— from the talks concerning
the Organization for Economic Cooperation and Development (OECD)/G20 Inclusive Framework on Base
Erosion and Profit Shifting (BEPS) that began in 2018. This decision was based on its perception that the
talks were focusing too much on the taxation of United States Internet firms.

Mounting tensions in the area of international trade have fed fears that conflicts will intensify
under the influence of the struggle for predominance between a rising star (China) and a waning one
(the United States). Some thinkers have reasoned that periods of transition between one hegemonic
power and another are times of great instability because the international discipline imposed by the
once-dominant power gradually breaks down (Gilpin, 1992). This is, they argue, what happened in the
1930s as the United Kingdom’s ascendancy faded and the United States had not yet stepped into the
breach and taken up a leadership role.

Other analysts contend that stability and peace can be maintained through multilateral cooperation
in a transitioning world in which a number of different powers, none of which is dominant, are competing
(Nye, 2020). It is impossible to predict what type of international system will emerge in the next few
decades: a bipolar structure in which the United States holds sway at one end of the spectrum and
China at the other, or a multipolar one in which the European Union, China and the United States are
influential in the global economy. While China has become extremely influential in world trade and has
been active in financing infrastructure projects and expanding its presence in countries that are rich in
natural resources, the United States maintains its technological leadership, and the dollar continues to
be the foremost medium of exchange for most international transactions and the preeminent international
reserve currency.

Europe, for its part, is a major player in the international system at all levels and has been working
hard to prevent the collapse of the multilateral system and the fragmentation of the world economy. Both
the European Union and the United States want to revive their transatlantic partnership on a foundation
of multilateralism and to restore the role of WTO (see European Union, 2020; Financial Times, 2020).
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A rules-based multilateral system that reins in the bilateral exercise of power is the kind of system
that would best serve the interests of developing countries because it would shield them, to some extent,
from the pressures exerted by the most powerful nations. There is also a need for greater cooperation
among the peripheral economies in order to enlarge their scope for political action and defend their
development agenda in international negotiations.

Is it possible for the voice of the periphery to make itself heard more forcefully in a multipolar system?
Despite the tensions of recent years, there appears to be a growing consensus that hyperglobalization does
not offer a viable way forward for either the central or the peripheral economies and that the foundations
for international cooperation accordingly need to be redefined. Ironically, many of the problems that once
seemed to affect only the peripheral countries (inequality, growing balance-of-payments disequilibria,
the need for greater political scope for promoting welfare-State policies) are now being keenly felt in
the countries of the centre. The periphery’s proposals and approaches to the international economy
and development may —if the peripheral economies speak with one voice— therefore find a more
attentive audience in an international system in which the main actors are searching for new answers.
The Sustainable Development Goals and the Decade of Action serve to bolster the importance and
legitimacy of the developing world’s demands.

E. Concluding observations

The 2008 crisis, which was caused by factors endogenous to the financial system and was amplified
by global current account disequilibria, undercut the efficient market hypothesis and discredited the
idea, which had prevailed since the 1980s, that hyperglobalization was the best way forward for the
integration of the international economy. At the time that the pandemic burst on the scene, the global
economy’s dominant growth pattern was already being sharply criticized and was already exhibiting
diminished vitality and greater instability.

A number of proposed approaches for replacing that pattern have been put on the table. Some of
them would lead to the fragmentation of the world economy into blocs and to unilateralism that would
perpetuate inequalities and aggravate existing domestic and external conflicts. The 2030 Agenda and
the Sustainable Development Goals offer a different path, a path based on democracy on the national
front and a new type of multilateralism in the international arena based on a development path founded
on environmental sustainability and equality. This proposal, which will be at the centre of the discussion
presented throughout this document, is designed to leave the former growth pattern behind, not to
restore it or to close off national economies from global trade flows.

The preceding analysis focuses on the existence of two types of asymmetries in the international
economy that are especially significant for Latin America and the Caribbean and that will be explored
in greater depth in the following chapters.

The first are the technological and productive asymmetries which are becoming all the sharper
as the technological revolution continues to unfold. These asymmetries are what underlies the
intractable current account deficits registered by developing economies when those economies start
to experience rapid growth. Although the external constraint eased somewhat during what became
known as the “commodity super cycle”, it remains a threat and may once again make itself felt if
growth rates rebound in the coming years.
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The Latin American and Caribbean region needs to be capable of absorbing technology so that it
can make use of the advances that are pushing back the international technology frontier in the area
of environmental conservation. Competitive positions in the future will be closely tied to technologies
for reducing emissions and preserving ecosystems, and commitments now being made in the area
of international cooperation are leading in that direction. The threat of an environmental disaster is an
issue that is now high up on the international agenda, and denialism is in retreat.

The second type of asymmetry that is of key importance for the region has to do with the operation
of the world’s monetary system. Since none of the countries in the Latin American and Caribbean region
issues an international reserve currency, all of them must finance their external deficit by borrowings
denominated in foreign currencies. Some countries are having more and more difficulty in borrowing
from the international financial system, and this exerts an unremitting downward pressure on growth,
since they need to reduce their imports and generate enough foreign exchange to meet their debt
servicing obligations. The fact that this debt often ends up becoming public debt places an additional
constraint on countries’ ability to use fiscal policy as a development tool.
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A. The region in times of pandemic

The pandemic has had a huge health impact in Latin America and the Caribbean. Since the first case of
coronavirus infection was reported to the World Health Organization (WHO) in early 2020, all the countries
in the region have reported cases, and, with the exception of Dominica and Saint Kitts and Nevis, all
countries or territories have had COVID-19-related deaths. As of the first week of February 2021, a little
less than a year since the start of the pandemic, the region has recorded almost 19 million cases and
nearly 600,000 related deaths. These figures mean that the region accounts for more than 18% of all
infections and 27% of deaths in the world, which represents a marked contrast with its 8% share of the
world population (WHO, 2020).

A different panorama emerges when the number of deaths from COVID-19 is analysed in relation
to the number of inhabitants. Although the situation is very uneven in the region, in aggregate terms the
crude death rate from COVID-19 is lower than in many developed countries that have consolidated health
systems (see figure I1.1). However, this result is heavily influenced by the differences in age structure
between the region and the developed countries analysed; in particular, by the smaller proportions
of people in the parts of the region’s population pyramid corresponding to older persons who, as will
be seen later, are the age group worst hit by the pandemic. Figure 1.1 illustrates this situation: as well
as the crude death rate from COVID-19 observed in the region and in selected countries, it shows the
indirectly age-and-sex standardized COVID-19 death rate in the United States as a benchmark.! In
this case, controlling for the effect of the age structure, the mortality from COVID-19 in the region is
significantly higher than in the other countries selected.

Figure I1.1

Selected countries and regions: observed crude? and indirectly age-and-sex standardized®
COVID-19 death rates
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of P. Heuveline and M. Tzen, “Beyond deaths per capita: comparative
COVID-19 mortality indicators”, PubMed Central (PMC), 21 January 2021 [online] https://www.ncbi.nlm.nih.gov/pmc/articles/PMC7273293/.

@ Rate refers to cumulative COVID-19 deaths from the start of the pandemic up to 29 January 2021.

b The indirectly age-and-sex standardized rate was calculated on the basis of COVID-19 morality patterns in the United States.

T See Heuveline and Tzen (2021) for methodological details.
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From another analytical perspective, there was a substantial increase in total deaths in 2020 relative
to the previous year in nine countries in the region, and the monthly pattern of this excess mortality was
in line with the total number of deaths per month attributed to the pandemic.? This suggests considerable
excess mortality associated with the disease. Figure 11.2 shows the increase or decrease in total deaths
in 2020 relative to the same month in 2019.

Figure 11.2

Latin America (9 countries): number of deaths classified as COVID-19 deaths and monthly differences
in total deaths between 2020 and 2019, 1 January—31 October 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Demagraphic Observatory, 2020 (LC/PUB.2020/20-P), Santiago, 2021.

Total deaths clearly increased in Brazil, Chile and Colombia and paralleled the trend of total deaths
attributed to COVID-19, an indication that the excess mortality is associated with the pandemic. Deaths
also increased in Mexico, Ecuador and Peru, but the higher numbers for the year-on-year differences
are somewhat out of phase with the monthly trend in deaths attributed to COVID-19. This could reflect,
for example, the quality of information on cause of death, lower testing or diagnosis of the disease or
the overloading of the health system during the crisis, which leads to an increase in deaths from other
causes that are not directly related to the pandemic.

2 Data are available for Brazil, Chile, Colombia, Costa Rica, Cuba, Ecuador, Honduras, Mexico and Peru.
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In Costa Rica, Cuba and Honduras, total deaths in 2020 relative to 2019 slowed significantly in
some months, although Honduras recorded excess mortality in the same month in which it reported
the most COVID-19 deaths. In Costa Rica and Cuba, both of which have low mortality and better health
systems and death registries, the decline in mortality suggests that the adopted measures successfully
offset the effects of the pandemic. However, there is as yet insufficient evidence to fully assess these
impacts, owing to factors such as the difficulty of data collection and recording during the pandemic.

With regard to the relative magnitude of the monthly change (rise or fall) in total deaths in the nine
countries analysed, in Ecuador, Honduras and Peru total deaths tripled in the months with the largest
increases. They also increased significantly in Brazil, Chile, Colombia and Mexico, albeit to a lesser
degree. In Chile, for example, comparing monthly deaths in 2020 relative to 2019, there were 4% more
deaths in April, 22% more in May, 54% more in June and 18% more in July (Ministry of Health, 2020).
In contrast, Costa Rica and Cuba recorded relatively fewer deaths in May and June compared with the
same months in 2019.

These comparative analyses should be taken with caution, since they are based on preliminary
data. The countries have probably not yet accounted for all the deaths in the respective months of 2020;
likewise, the quality of death registration may have worsened during the lockdown in some cases. If
so, the excess mortality in 2020 relative to the same months in 2019 could be underestimated. On
the other hand, quarantine and social isolation may have contributed to reducing deaths from other
causes, including external factors (accidents, violence and other causes), so the comparison of total
deaths may not fully reflect the excess mortality associated, directly or indirectly, with the pandemic.
Overcoming these limitations requires a detailed analysis of the epidemiological profiles and causes of
death in each country, which is beyond the scope of this document. Nevertheless, the majority of the
countries analysed demonstrate excess mortality.

B. Effects on life expectancy

The fact that the health crisis is ongoing impedes a precise estimation of the impact, in particular with
regard to the life expectancy of someone born in 2020. On the one hand, the virus especially kills older
people, so the years of life lost in terms of life expectancy at birth may not be significant. On the other,
the high case fatality and fast spread of the disease may cause sufficiently high excess mortality to
have a substantial effect on a country’s life expectancy at birth. The duration of the crisis also affects
the impact: the trend observed in the early months could be offset if countries intervene effectively
with preventive measures to contain the spread of the virus. It is also difficult to estimate the long-term
effect, which depends on factors such as the disease prevalence rate in each country (the number of
cases as a percentage of the population), access to health services and when the vaccine becomes
available. In general, years of life lost during a mortality crisis are recovered in subsequent periods.

The Economic Commission for Latin America and the Caribbean (ECLAC) has estimated the
pandemic’s effect on life expectancy at birth assuming that the case fatality rate by age is the same
among countries and defining four scenarios for the prevalence rate in one year (Marois, Muttarak and
Scherbov, 2020). In this counterfactual exercise, the prevalence rates considered were 5% (relatively
little spread of the virus), 10%, 25% and 50% (extensive spread) (see map Il.1, which illustrates the
first two scenarios). The 50% scenario—in which the virus spreads freely with no significant public
intervention—is highly unlikely since all countries have implemented actions to contain the pandemic;
however, it highlights the need to maintain and strengthen these measures. In contrast, the scenarios
with 5% to 10% prevalence are not far from the regional experience, where some countries and
territories, such as Argentina, Brazil, Colombia, Chile, Costa Rica, Guadeloupe, Panama, Peru and
Sint Marteen, have accumulated case rates between 2% and 3% of their total population; while Aruba
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and French Guiana are around 4%.% As mentioned, these rates could be underestimating the actual
prevalence of the virus, because asymptomatic people do not necessarily get tested and because the
different countries have varying capacities to carry out testing throughout their territory. Finally, there are
exceptions to these patterns. For example, Cuba, a country with an ageing population and a universal
health system, has recorded very low mortality and a contagion rate of less than 0.5%; if the rate were
to reach 1%, it could cause a slight reduction in life expectancy at birth.

Map I1.1

Latin America and the Caribbean: simulation of the impact of COVID-19 on life expectancy at birth (e0)
with annual prevalence rates of 5% and 10%
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Demographic Observatory, 2020 (LC/PUB.2020/20-P), Santiago, 2021, forthcoming.

3 Rates calculated using data from PAHO (2021) and 2020 population estimates from United Nations (2019b).
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In sum, if the prevalence of the virus is 5%, life expectancy at birth could fall by 0.3-0.7 years; under
10% prevalence, by 0.7-1.5 years; under 25% prevalence, by 1.5-3.2 years; and under 50% prevalence,
by 2.8-6.0 years. Furthermore, there is a correlation between the reduction in life expectancy at birth,
the age structure and mortality levels: in general, countries with an older population and longer life
expectancy would suffer greater losses. Given these results, it is highly probable that life expectancy
at birth will stagnate or even decline in several countries in Latin America and the Caribbean, so it is
crucial to redouble efforts to prevent or minimize these losses.

C. Risk factors

Two of the factors that explain the differences among countries in terms of the mortality impact are the
demographic structure —where a larger share of older adults is positively associated with a higher
mortality rate (Sorci, Faivre and Morand, 2020; Teixeira da Silva and Tsigaris 2020)— and the prevalence
of comorbidities with age, such as cardiovascular diseases, cancer and chronic respiratory diseases
(Sorci, Faivre and Morand, 2020). Passenger air traffic and relative access to international travel are
also associated with higher mortality rates (Roy and Ghosh 2020), as are delays in introducing travel
restrictions (Teixeira da Silva and Tsigaris 2020). Additionally, population density increases the mortality
rate (Roy and Ghosh 2020), which means that the risk is higher in urban areas.

The case fatality rate of COVID-19 is hard to quantify, but once the virus has been contracted, the
probability of death is known to be higher for men, older persons (Meyerowitz-Katz and Merone, 2020)
and people with pre-existing chronic conditions (Hanlon and others, 2020, Nepomuceno and others,
2020).* While men and women account for fairly similar shares of total confirmed cases of COVID-19
in the region (52.9% and 47.1% respectively), deaths in confirmed cases vary significantly by sex:
61.1% of deaths correspond to men and 38.9% to women,® versus 57.3% and 42.7%, respectively,
worldwide.® The reason for this difference has not yet been determined, but there is evidence that it
depends not only on social gender roles and behavioural factors, but also on biological mechanisms
(Takahashi and lwasaki, 2021).7

Older persons not only are a high-risk group but also are likely to live with other generations, which
exposes them to higher risk of contagion (ECLAC/PAHO 2020). Group homes and other residential
facilities also present risks and have had high mortality rates (ECLAC/PAHO 2020). Thus, in Brazil,
Chile, Colombia and Peru, mortality rates for deaths attributed to COVID-19 increase with age and
significantly affect people over 60 years old (see figure 11.3).

4 Whereas the mortality rate measures the number of COVID-19 deaths relative to the total population, the case fatality rate measures COVID-19
deaths among diagnosed cases of COVID-19. Therefore, it is very difficult to estimate a country’s case fatality rate and to compare rates between
countries, due to the difficulty of precisely estimating the infected population (symptomatic and asymptomatic). This is so because the majority of
the countries concentrate their testing on symptomatic people and do not do universal or random testing of the population (Peto, 2020). For more
information on case fatality rates published in the literature and an assessment of these studies, see Meyerowitz-Katz and Merone (2020).

5 These percentages are calculated based on the following countries in the region: Argentina, Belize, Brazil, Chile, Colombia, Costa Rica, Dominican
Republic, Ecuador, Guatemala, Haiti, Jamaica, Mexico, Panama, Paraguay and Peru.

6 Calculations are based on data from Global Health 5050/APHRC/ICRW (2021).

7 In Science on 22 January 2021, the authors indicate that “evidence increasingly indicates that male sex is a risk factor for more severe disease
and death from COVID-19. Male bias in COVID-19 mortality is observed in nearly all countries with available sex-disaggregated data. [...] Aging is
strongly associated with higher risk of death in both sexes, but at all ages above 30 years, males have a significantly higher mortality risk, rendering
older males the most vulnerable group. [...] Sex differences are intertwined with differences in gender roles socially and with behavioral factors,
which also influence COVID-19 incidence and outcomes. However, there are also possible biological mechanisms of male sex bias that affect the
severity of COVID-19, particularly with respect to immune responses” (Takahashi and Iwasaki, 2021, p. 347).
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Figure 11.3
Brazil, Chile, Colombia and Peru: COVID-19 mortality rate by age group, up to 31 October 20202
(Number of deaths per 1,000 inhabitants)
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Source: Latin American and Caribbean Demographic Centre (CELADE)-Population Division of ECLAC, on the basis of official information from the countries,
and United Nations, World Population Prospects 2019, New York, 2019 [online] https://population.un.org/wpp/ for the population by age group.

In Latin America and the Caribbean, 81% of the population lives in areas classified as urban under
the national definition, making it the most urbanized developing region in the world (United Nations,
2019a).8 The region further stands out for the level of metropolization: 35% of the population lives in
cities of a million or more, and there are five megacities with over 10 million residents (Buenos Aires,
Mexico City, Lima, Rio de Janeiro and S&o Paulo) (United Nations, 2019a; ECLAC, 2016). This constitutes
an important risk factor, since COVID-19 is transmitted faster under high population density, as in urban
and metropolitan areas. As of July 2020, it was estimated that more than 90% of the reported cases of
coronavirus in the world were in urban areas (United Nations, 2020).

There is a pattern of overconcentration of COVID-19 contagion and death in the region’s metropolitan
areas, albeit with exceptions. Figure 1.4 illustrates that there is a much more than proportional
concentration of contagion and death in the major administrative divisions (MADs), where the most
populous Latin American cities are located. This pattern is especially notable in countries in which at
least 30% of the population lives in a major administrative division, such as Argentina, Chile, Costa Rica,
Guatemala, Paraguay and Peru, although there are also exceptions, such as Panama and Uruguay.

The region’s cities and megacities are characterized by a number of deficiencies that constitute
important risk factors for COVID-19, such as overcrowding; lack of access to water, sanitation, electricity
and Internet services; and the scarcity and saturation of public transportation. Due to the high degree of
residential segregation in Latin American cities, these deficiencies are unevenly distributed between rich
and poor neighbourhoods and, therefore, between high- and low-income residents. The combination of
high urbanization and significant deficiencies in health care and basic services influences not only the
magnitude and impact of the pandemic, but also its heterogeneous effects on different population groups,
since it hits the low- and medium-low-income population the hardest, as analysed in detail in the next chapter.

8 Ifan urban area is defined as having a population of 20,000 or more, the percentage is around 70% in 15 Latin American countries (ECLAC, 2016).
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Figure 11.4
Latin America (17 countries): weight of the major administrative division (MAD) in the total population,
COVID-19 cases and COVID-19 deaths, 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data from the countries, received and systematized by
the Pan American Health Organization (PAHO).

Note:  The figure includes the following major administrative divisions of the indicated countries: Argentina: Autonomous City of Buenos Aires and Buenos Aires
Province; Bolivia (Plurinational State of): Santa Cruz Department; Brazil: State of Sdo Paulo; Chile: Santiago Metropolitan Region; Colombia: Capital
District of Bogota and Cundinamarca Department; Costa Rica: San José Province; Cuba: La Habana Province; Ecuador: Guayas Province; El Salvador:
San Salvador; Guatemala: Guatemala Department; Mexico: Mexico City and State of Mexico; Panama: Panama Province; Paraguay: Central Department
and Capital District of Asuncién; Peru: Lima Department; Dominican Rep.: Santo Domingo Province; Uruguay: Montevideo and Canelones Departments;
Venezuela (Rep. Bol. de): Capital District and State of Miranda.

Overcrowding is closely related to the spread of the pandemic due to the contagion risk associated
with sharing a room, the difficulty of complying with lockdown and quarantine measures and the marked
socioeconomic gradient. In 2019, 30% of urban households in the region were overcrowded based on
a threshold of more than two people per bedroom, with over 50% of poor households exceeding the
threshold (see figure 11.5).

Deficiencies in living conditions and access to services, which prevent a more effective response
to the pandemic, intersect with and exacerbate the axes of the social inequality matrix, in particular
disadvantaging 58 million indigenous people (ECLAC/FILAC, 2020) and 134 million people of African
descent in the region (ECLAC/UNFPA, 2020a).

The structural political, economic, social, environmental and health inequalities affecting indigenous
peoples create a scenario of heightened vulnerability and risk to COVID-19 and its socioeconomic impact
in traditional communities and in the large indigenous groups living in urban areas. In the five countries that
account for 80% of the indigenous population in the region and for which recent census data are available
(Chile, Colombia, Guatemala, Mexico and Peru), more than eight million indigenous people do not have
access to potable water in their home, making it impossible to practice frequent hand washing, an essential
measure for preventing contagion. Moreover, large segments of the indigenous population have limited access
to basic sanitation services in the home.? There is also a high level of overcrowding in these communities,
which imposes severe difficulties for adopting preventive quarantine measures under safe conditions. These

9 This situation affects 70% of indigenous people in Guatemala, 60% in Peru, 50% in Colombia and 20% in Mexico, which is much higher than the
share of non-indigenous people in each of these countries.
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three key variables for preventing contagion were used to estimate a municipal-level vulnerability index,
which systematically shows the inequality affecting indigenous peoples. In the five countries analysed, the
share of indigenous people living in municipalities characterized by high or critical vulnerability is much larger
than the share of the non-indigenous population, especially in Colombia and Guatemala (see figure 11.6).

Figure I11.5
Latin America (11 countries):® overcrowded urban households for three overcrowding thresholds,
by number of persons per bedroom, total and degree of poverty, 2019
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ Includes Argentina (urban areas), Brazil, Costa Rica, Ecuador, El Salvador, Honduras, Panama, Peru, Paraguay, Dominican Republic and Uruguay.

Figure 1.6

Latin America (5 countries): indigenous and non-indigenous population and municipal vulnerability
index, 2015-20182
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Although information is not available for determining how these vulnerabilities interact with the
spread of contagion in indigenous communities, the data for Brazil, Chile, Colombia, Mexico and Peru
indicate a strong relation. For example, in Brazil, the data for 34 indigenous health districts indicate
that, as of October 2020, some of these districts had prevalence and case fatality rates that were much
higher than the national average. In Mexico in the same period, the case fatality rate among indigenous-
language speakers was 17.5%, which is much higher than the rate for the rest of the population (10.4%)
(ECLAC and others, 2020). Indigenous territories remained relatively free of contagion during the first
months of the pandemic, but the disease soon spread to their communities. Thus, as of 30 September,
238 indigenous peoples in the Pan-Amazon region had been affected (REPAM/COICA, 2020).

Given this situation, indigenous communities have carried out actions to address the pandemic,
including the generation of data on cases and deaths in their communities; information and awareness
campaigns on COVID-19 prevention; containment and mitigation measures, such as cordons sanitaires,
community access prohibitions, patrols, community supervision, the creation of circulation protocols
and isolation; utilization and promotion of traditional medicine; and the adoption of measures to ensure
food security.

The Afrodescendent population is also facing the pandemic from a position of deep social inequality
defined by structural and institutional racism, expressed, for example, in high levels of poverty, unequal
access to education, precarious living conditions, lower access to health services, greater informal
employment, and so forth. These pre-existing socioeconomic conditions make it highly difficult for
the Afrodescendent population to follow physical distancing recommendations. Moreover, the high
prevalence in this population of unfavourable health conditions, such as hypertension and diabetes,
exacerbates the effects of the pandemic.

The absence of data on the Afrodescendent population is even worse than in the case of indigenous
peoples; disaggregated data are available only for Brazil and Colombia. In Brazil, at the beginning of the
pandemic, the disease primarily affected non-Afrodescendent people, but this changed starting in May.
Between that month and July, 60% of COVID-19 deaths corresponded to people of African descent, which
exceeds their relative weight in the national population (51%, according to the 2010 census). Moreover,
the pandemic has also reached traditional Afrodescendent communities (quilombos). In Colombia, as
of 6 July 2020, of the 9 municipalities with the largest number of Afrodescendants, 7 ranked among the
10 municipalities with the highest number of COVID-19 cases at the national level and 6 ranked among
those with the most deaths (ECLAC, 2021c).

While mortality is the most dramatic result associated with COVID-19, little is known as yet about the
long-term health effects for people who recover from the disease.’® Moreover, the health effects of the
pandemic are not limited to those directly related to the virus. The pandemic has hindered the control
of transmissible and non-transmissible diseases: in the region’s health systems, which are weak and
underfunded, treatment has been postponed or interrupted due to the need to reallocate health-care
workers and budgets to deal with the onslaught of the pandemic. Additionally, when they can, many
people choose not to seek out medical services out of fear of being infected in the health centres.
Consequently, the control of chronic non-transmissible diseases, such as diabetes and hypertension,
has been especially affected (ECLAC/PAHO, 2020), and access to sexual and reproductive, maternal
and child, and mental health services has also been restricted. Thus, the pandemic has indirect
repercussions, with potentially lasting effects on population health and the attainment of Sustainable
Development Goal (SDG) 3, namely, to ensure healthy lives and promote well-being for all at all ages.

10 Carfi, Bernabei and Landi (2020) and Yelin and others (2020) report evidence of neurological, cardiovascular, respiratory and psychiatric sequela effects.
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D. Weak, fragmented and unequal health systems

Public spending on health care in the region remains far from the goal of 6% of GDP recommended by
the Pan American Health Organization (PAHO) and the allocation of resources is problematic. Primary
care funding does not meet the recommended level of at least 30% of public health-care spending,
and in countries that do reach that level, the absolute amount is extremely low (Cid and others, 2020).
This hinders efficiency and quality, and excessive financial risk impoverishes households, which face
high direct payments when they use the health-care system (ECLAC/PAHO, 2020).

The pandemic is fought both outside hospitals, through community containment and mitigation
measures and outpatient care, and inside hospitals, which must be prepared and supplied with adequate
personnel, infrastructure and supplies. While important efforts have been made in recent decades to
strengthen the health systems of the countries in the region, they remain weak, and their capacity for
facing the pandemic varies widely (Burki, 2020). The challenges range from access to potable water and
personal protective equipment to the availability of respirators or beds in intensive care units (ECLAC,
2020a). There are still important barriers to access to health services and restrictions on the availability
of both human resources (PAHO, 2017) and health-care infrastructure (see figure 11.7). The countries
with fewer beds and health-care workers per capita have a lower capacity to treat severe cases and
little margin for reorganizing the resources they have.

Figure IL.7

Latin America and the Caribbean (33 countries): hospital beds and medical and nursing personnel,
latest year available

(Number of beds per 1,000 inhabitants and average number of personnel per 10,000 inhabitants)
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1. Working women are on the front line of care

The pressure on the health system has a significant impact on women, who represented 73.2% of all
health sector employees in 2019 (see table II.1). The increased demand for health care in response
to the crisis has translated into extreme working conditions for all workers in the sector, including long
workdays and constant exposure to stressfull situations, in addition to the higher contagion risk of health-
care workers. However, women who work in this sector continue to be responsible for dependents or
houshehold members in need of care. While these women respond to the increased demands of their
paid work, their responsibilities in terms of unpaid labour have not changed, which subjects them to a
work overload and a higher stress level. This situation has unfolded in a regional context characterized
by job insecurity—one out of five women in the sector does not have or pay social security—and gender
wage discrimination, to the extent that the labour income of women who work in health care is around
25% lower than that of men in the same sector (ECLAC/UN-Women, 2020).

Table II.1
Latin America and the Caribbean (14 countries): share of women in the health sector and wage gap
between men and women employed in the sector, around 20192

(Percentages)
Argentina, 2019 69.3 18.5
Bolivia (Plurinational State of), 2018 70.2 2.8
Brazil, 2019 75.7 27.3
Chile, 2017 73.6 26.9
Colombia, 2018 78.3 24.6
Costa Rica, 2019 65.6 10.2
Dominican Republic, 2019 80.2 0.5
Ecuador, 2019 70.4 20.2
El Salvador, 2019 63.9 15
Honduras, 2019 62.6 19.9
Mexico, 2018 67.5 21.0
Panama, 2019 4.7 329
Peru, 2019 69.1 5.0
Uruguay, 2019 77.4 17.0
Latin America® 73.2 23.7

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of household surveys of the respective countries.
@ The wage gap is calculated based on differences in the median income of men and women employed in the sector over the median income of men.
b Weighted average.

ECLAC has highlighted the complexity of organizing health care and how families attend to the health
needs of their members. This implies, among other tasks, purchasing medicines, acquiring services and
directly caring for sick people (with both temporary and chronic conditions). This happens for a variety
of reasons, including the high cost of health services, which makes access to medical care difficult,
especially for people in lower-income segments. Even before the pandemic, the time spent on unpaid
care work by women was triple that of men in Latin America and the Caribbean; this situation has been
aggravated by the growing demand for care and the reduction in the supply of education and health
services caused by the lockdown and social distancing measures.
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In this scenario, in which health systems are operating at full capacity, much of the health care has
been transferred to households: this increases the pressure on people’s time, which, in the absence
of shared responsibility policies, affects women in particular. High-risk groups, such as older persons,
need support to carry out basic everyday tasks, like buying food and medicine or going to the doctor. At
the same time, online schooling has been imposed for children and adolescents, which in the majority
of cases requires support and supervision from the adults in the household.

The effects of the pandemic on women’s sexual and reproductive health, which constitutes a key factor
for their autonomy, can be particularly detrimental for the exercise of sexual and reproductive rights. Both
hospitals and primary care centres have had to prioritize the prevention of contagion or the direct care of
infected patients with varying degrees of severity, in a context in which the health systems are known to
be weak in terms of adequately addressing the needs of the population (ECLAC/PAHO (2020), quoted
in ECLAC/UNFPA (2020Db)). In times of crisis such as the current pandemic, the resources allocated to
health services are usually concentrated on response measures, which in this case could result in a
reduction of resources earmarked for sexual and reproductive health (Care/UN-Women, 2020) and for
essential programmes and preventive actions in this area. This could translate into difficulties in terms
of women’s access to health centre services and the purchase of the necessary supplies.

Pre-pandemic data show that adolescent fertility represents an important social and public health
problem in Latin America and the Caribbean: the number of teenage pregnancies is still high (around 60
per 1,000)— much higher than would be expected based on the total fertility rate —and they are mostly
unwanted pregnancies. Even today, around 2 out of 10 adolescent girls in the region are mothers,
and given the enormous social inequality asociated with early fertility, the share is substantially higher
among girls with a lower income and education level and in indigenous or Afrodescendent communities
(ECLAC/UNFPA, 2020b).

According to ECLAC/UNFPA (2020b), the pandemic and the measures taken to contain it could lead
to an increase in the adolescent fertility rate, from 61 to 65 live births per 1,000 adolescents aged 15-19.
This increase represents a five-year setback in the reduction of that rate and is attributable to a number
factors, including:

(i) The difficulties and barriers to accessing contraception and sexual and reproductive health
services. Adolescents could potentially see 20% greater restriction on access to birth control;
the resulting increase in early pregnancies would raise their fertility rate by 6 to 11 percentage
points (2.2 million additional pregnancies) and could lead to 3,900 more maternal deaths (UNFPA
(2020) quoted in ECLAC/UNFPA (2020b)).

(i) The greater exposure of girls and adolescents to sexual violence and abuse within the family
during lockdowns, which can increase unwanted pregnancies (UNFPA (2020) quoted in ECLAC/
UNFPA (2020b)).

(iii) Delays in the launch of comprehensive sexuality education (CSE) programmes, a commitment
assumed by 38 countries that signed the Montevideo Consensus on Population and Development
of 2013, which constitutes a central measure in the prevention of adolescent pregnancy (ECLAC/
UNFPA, 2020b).
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E. Policy responses

Starting in January 2020, the countries in the region implemented restrictions on movement within and
across their borders and applied physical distancing measures to contain the spread of the virus: 96%
of the countries put in place restrictions or prohibitions on the entry of foreign travellers, limited access
or closed public places and imposed restrictions on large gatherings (ECLAC, 2021b). However, the
intensity of the measures has varied considerably among countries and subnational territories, particularly
in federal states, with the resulting conflicts among national, state and municipal authorities.

Border controls were tightened, and several countries closed their borders or imposed specific
restrictions on foreign travellers, including mandatory quarantines, COVID-19 test requirements and
health exams in ports of entry. Travel restrictions, which at the start of the pandemic were limited to visitors
from areas with a high infection rate, were later expanded into more general border controls. With the
appearance of new strains of the virus, country-specific travel restrictions have become more common.

Many countries instituted general quarantines and mandatory curfews. To reinforce social
distancing, restrictions were imposed on public meetings; activities like religious services and sports and
entertainment events were prohibited; and in some cases legal limits were established on the number
of people that could gather. Eight of the 10 countries that imposed the strictest lockdowns between
March and October were in Latin America (Schijman, Correa Caro and Vera-Cossio, 2021). Mobility
data show that as the countries intensified their social distancing measures, activity declined markedly
in workplaces, supermarkets, pharmacies, parks, transport hubs, retail stores and recreation facilities
(Zhu and others, 2020). Nevertheless, compliance varied and was sometimes short-lived.

The strict national lockdowns that were implemented at the initial outbreak of the pandemic have in
many cases been relaxed, due to the strong socioeconomic impact and what has been called “lockdown
fatigue,” understood as the exhaustion associated with the new restrictive lifestyle that was adopted
to slow the spread of the virus. Some countries opted, instead, to apply more specific methods and
to gradually reopen areas with lower infection rates. Chile, for example, designed a programme for
phased reopening by municipality.'

These public health measures did not manage to prevent the spread of the virus due to the risk factors
analysed earlier. Nevertheless, the measures gave the governments more time to prepare for the impact
that the pandemic would have on the health system. By flattening the curve, the movement restrictions,
lockdowns and curfews allowed governments to reallocate resources, purchase critical supplies and
implement the necessary institutional adjustments to address the urgent needs of the health system.

Governments augmented the resources allocated to the health system via laws, executive decrees and
ministerial regulations. Public health emergency declarations allowed them to implement extraordinary
measures to free up additional resources, as well as to make institutional changes to address the
health crisis. In countries like the Bahamas, Belize, Brazil, Costa Rica, El Salvador and Honduras, the
budget was quickly redirected to allocate additional funds to the health sector. In Brazil, this included
a substantial transfer of funds to the subnational governments.

T 0f 127 government actions applied in the region related to mandatory general quarantine, 66 were level changes in public health restrictions in
Chile (ECLAG, 2021b).
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The capacity of the health systems was strengthened through the conversion of existing clinics,
the construction of temporary facilities and the purchase and donation of equipment and supplies. To
facilitate the fast acquisition of the necessary inputs to slow the pandemic, some countries modified
their procurement procedures. In Brazil and the Plurinational State of Bolivia, for example, public tender
requirements were eliminated for purchasing health materials and equipment (ECLAC, 2021b).

In the area of women’s health, since the start of social distancing periods, governments have
adopted measures such as the publication of general guidelines for avoiding gender discrimination,
protocols for prenatal care and psychosocial care actions (see figure 11.8).

Figure 1.8
Latin America and the Caribbean (14 countries): government measures adopted in the area
of women’s health during the pandemic, April-June 2020

(Percentages)
Telephone helpline for Designation of sexual and
sexual and reproductive reproductive health services
health services (Suriname) as essential services (Suriname)
N /

Psychosocial care

(Chile, Dominica,

Saint Kitts and Nevis)
(19)

General guidelines for avoiding
gender discrimination (Argentina,
Chile, Costa Rica, Ecuador,
Mexico, Peru, Uruguay)

Prenatal care protocols
(Belize, Plur. State of Bolivia,
Brazil, Colombia)

(25)

Source: Economic Commission for Latin America and the Caribbean (ECLAC), “COVID-19 Observatory in Latin America and the Caribbean: economic and social
impact”, 2021 [online] https://www.cepal.org/en/topics/covid-19.

Some countries provided universal coverage to guarantee that everyone who needed medical
attention would receive it. In some cases, this meant making tests available for everyone with COVID-19
symptoms and providing free medical care. At least six countries in the region offered free tests, and
others imposed price caps on tests conducted by private laboratories. In other cases, some of the
additional actions had to be offset by reductions in other important areas, due to resource scarcity.
Some countries limited tests to patients with symptoms, while others redirected the limited health sector
resources to COVID-19 care at the expense of other medical problems. In El Salvador, for example, the
Ministry of Health announced in March that the public health network would only provide emergency
services and medical care to patients with chronic diseases (ECLAC, 2021b).

The pandemic response demonstrated the capacity of some firms to adapt and thereby compensate
for the weaknesses of the health system through combined public and private efforts. As stated in
ECLAC (2020b), “individual and collective initiatives, sometimes coordinated by business chambers,
public institutions and academic centres, have enabled production to be adapted and equipment,
inputs and essential services to be provided to the health system to address the health crisis” (p. 15).

The response measures reinforced the region’s weak and fragmented health systems during the
emergency, often exhausting the available fiscal resources and increasing the public debt. In this
framework, the acquisition, distribution and administration of vaccines is the next obstacle that will have
to be faced in Latin America and the Caribbean to overcome the pandemic.



Building forward better: action to strengthen the 2030 Agenda for Sustainable Development

3. Vaccination progress

Whether countries in the region will be able to vaccinate their populations in 2021 will depend on both
supply in the laboratories producing the vaccines and the countries’ financial capacity and negotiations
to procure them.

Throughout 2020, there was strong competition between firms and between governments to develop
a COVID-19 vaccine. Substantial efforts were made, resulting in the achievement of unprecedented
results in a very short time. As of late January 2021, according to WHO, more than 230 research projects
are underway, 63 of which are in some phase of human clinical trials (22 in phase 3 or in phases 2 and
3 combined). In particular, 10 projects have already resulted in a vaccine that has been approved in
some country for massive or limited administration; that is, some vaccines have been given preliminary
approval for certain age groups only.'? In the region, Argentina, Chile, Costa Rica and Mexico started
vaccination before the end of 2020.

While it would seem that the problem of having an effective vaccine has been successfully resolved,
there are still questions regarding whether the laboratories will be able to produce and distribute it fast
enough and in sufficient quantities to achieve global immunity.

Considering 8 of the 10 vaccines that have been approved in some countries, the available
information indicates that the laboratories expect to produce a total of 7.4 billion doses in 2021, with
another 3.1 billion potentially coming from other projects currently in phase 3 (see table 11.2). Assuming
two-dose vaccines, this implies that global production would cover 67.4% of the world population
(without differentiating by age). Reaching that percentage will require a huge effort to overcome the
problems associated with the necessary investment, planning, production, global distribution, and
country negotiations, a highly unpredictable situation that changes daily.

Table 1.2
Characteristics and status of the main COVID-19 vaccines, 27 January 2021
Technology P i i
; roduction capacity

Laboratory/name of vaccine Country g?gonsueTher Status (in millions of doses per year)
Pfizer-BioNTech/ United States—  mRNA Approved in Canada, Switzerland and the 50in 2020
Comirnaty Germany 2 doses Persian Gulf countries. 1300 in 2021

Emergency approval in Argentina, Chile, Costa

Rica, Ecuador, Mexico and Panama, as well as

the United States, the European Union, Australia

and others.
Moderna/ United States mRNA Approved in Canada. 20in 2020
mRNA-1273 2 doses Emergency approval in the United States, 600 to 1,000 in 2021

the European Union and Israel.
Gamaleya National Research Russian Adenovirus Limited approval in Argentina, Bolivia The Gamaleya Centre is trying
Centre of Epidemiology Federation 2 doses (Plurinational State of), Paraguay and Venezuela  to sign production agreements
and Microbiology/ (Bolivarian Republic of), as well as the Russian in different regions to expand
Sputnik V Federation, Belarus, Serbia, Hungary and Algeria  capacity.

and others.
CanSino Biologics/ China Adenovirus Limited use in China. 300 in 2021
Convidecia 0 Ad5-nCoV 1 dose

12 Authorization to use the vaccines depends on the regulatory agencies in each country, so each vaccine has gone through a different process
according to the country in which it will be administered. Furthermore, a given vaccine may have been approved for massive use in one country but
only limited use in another.
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Table 1.2 (concluded)

Technology Pr . .
. oduction capacity
Lahoratory/name of vaccine Country g?gonsueTher Status (in millions of doses per year)
State Research Centre of Russian Protein Limited use in the Russian Federation. Information not available
Virology and Biotechnology Federation 2 doses
VECTOR/
EpiVacCorona
Sinovac Biotech/ China Inactivated Limited approval in Brazil and Chile, as well 600 in 2021
CoronaVac 2 doses as China, Indonesia and Turkey.
Sinopharm-Beijing Bio-Institute  China Inactivated Approved in China, Bahrain and the United 1,000 in 2021 between
of Biological Products (BBIBP)/ 2 doses Arab Emirates. the two vaccines
BBIBP-CorV Emergency approval in Egypt.
Sinopharm-Wuhan Institute China Inactivated Limited approval in China and the United
of Biological Products 2 doses Arab Emirates.
Oxford-AstraZeneca/ United Kingdom —  Adenovirus Emergency approval in Argentina, Brazil, 3,000 in 2021
AZD1222 Sweden 2 doses El Salvador, Mexico and the Dominican Republic,
as well as the United Kingdom and India.
Janssen (Johnson & Johnson)/  United States —  Adenovirus Phase 3 1,000 in 2021
JNJ-78436735 or Ad26. Belgium 1 dose
Ccov2.S
Novavax/ United States Protein Phase 3 1,000 to 2,000 in 2021
NVX-CoV2373 2 doses
Bharat Biotech/ India Inactivated virus  Emergency approval in India. 300 to 500 in 2021
COVAXIN 2 doses
CureVac/ Germany — mRNA Phase 3 300 in 2021
CVnCoV United States 2 doses
Chonggqing Zhifei Biological China Protein Phase 3 300 in 2021
Products/ 3 doses

RBD-Dimer or ZF2001

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of C. Zimmer, J. Corum and S. Wee, “Coronavirus vaccine tracker”,
The New York Times, January 2021 [online] https://www.nytimes.com/interactive/2020/science/coronavirus-vaccine-tracker.html, and Financial
Times, “Covid vaccine development: the shots available and the doses administered”, January 2021 [online] https://www.ft.com/content/ac5e5ef8-
bceb-482b-9f8d-0dab5cac6f9a.

A country can acquire the vaccines through three mechanisms: direct agreements between the
government and producers; aggregation of purchases among countries; and participation in the
COVID-19 Vaccines Global Access (COVAX) Facility.

As of mid-January 2021, at least 14 countries in the region had made advance purchase commitments
directly between the government and private laboratories. The most commonly considered vaccines
were the AZD1222 from Oxford-AstraZeneca, CoronaVac from Sinovac, Comirnaty from Pfizer-BioNTech
and Sputnik V from the Gamaleya Centre, with which vaccination began in Argentina, Brazil, Chile,
Costa Rica and Mexico. The CoronaVac vaccine from Sinovac accounts for a significant share, mainly
due to an agreement with Chile. In some countries in the region, research is underway to develop
new vaccines, and in others there are agreements to produce existing vaccines in collaboration with
international laboratories (see box II.1).

WHO has indicated that over 70% of the world population needs to be vaccinated to achieve global
immunity (EFE Salud, 2020). In the region, however, purchase commitments with laboratories do not
cover the population over 18 years of age, with the exception of Chile (see figure 11.9). This implies a
considerable gap with more developed countries. For example, Australia, Canada, the United States,
Japan and the United Kingdom have commitments that would cover 292, 620, 254, 135 and 186% of
people over 18, respectively.
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Box Il.1
Latin America and the Caribbean: vaccine research and production

The only laboratories in the region that have presented a vaccine for human clinical trials are the Finlay Vaccine
Institute (IFV) and the Centre for Genetic Engineering and Biotechnology (CIGB), both in Cuba. IFV began phase 2
trials on the Soberana 2 vaccine on 18 December and has announced the start of phase 3 in March 2021. In early
February, a second Cuban vaccine (ABADALA, from CIGB) began phase 2 trials. Cuba plans to produce 100 million
doses of Soberana 2 in 2021. Other laboratories that have developed vaccines that are in preclinical phases are the
University of Sdo Paulo (USP) in Brazil, the National Autonomous University of Mexico (UNAM), the National University
of San Martin, Argentina (UNSAM), and the Catholic University of Chile.

Agreements have been reached to produce some of the more advanced vaccines developed by laboratories
outside the region. AstraZeneca signed an agreement with the Carlos Slim Foundation, according to which the
Argentine biotechnology firm mAbxience will produce the vaccine reagent, while the Mexican laboratory Liomont
will complete the process of stabilization, production, and packaging the vaccine for distribution in Latin America.
Following the approval of this vaccine, first in Argentina and then in Mexico, production could begin during the first
half of 2021. Production capacity is 150 million to 200 million doses a year. The Oswaldo Cruz Foundation would
produce the doses for Brazil.

The Brazilian pharmaceutical company Uni&o Quimica and the Bolivarian Republic of Venezuela could produce
their own doses of the Sputnik V vaccine (Gamaleya), whose production has already started in the Russian Federation.
Finally, the government of the State of Sdo Paulo is in talks with Sinovac to produce 46 million doses of the CoronaVac
vaccine locally.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of press information, and C. Zimmer, J. Corum and S. Wee, “Coronavirus
vaccine tracker”, The New York Times, January 2021 [online] https://www.nytimes.com/interactive/2020/science/coronavirus-vaccine-tracker.html.

Figure 1.9

Latin America (14 countries): coverage of the population over 18 years of age, by the number of COVID-19
vaccines that laboratories have committed to delivering to each country, 22 January 20212
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2019 [online] https://population.un.org/wpp/.

@ Calculated based on confirmed one- or two-dose vaccines per capita.
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Countries will also be able to access vaccines through the COVAX Facility—led by WHO, the Gavi
Vaccine Alliance and the Coalition for Epidemic Preparedness Innovations (CEPI)—which brings together
governments, international organizations, the manufacturing industry, scientists and philanthropists in an
effort to provide equal and innovative access to COVID-19 diagnosis, treatment and vaccination. COVAX
aims to provide equal access to two billion vaccine doses by the end of 2021, to protect health-care
workers and high-risk groups in all countries.

COVAX has the participation of 190 countries, including 92 low- and medium-low-income countries.
Higher-income countries are self-financed; they commit to purchasing vaccines for 10%-50% of their
population through COVAX, with advance payment (McAdams and others, 2020). Lower-income
countries can access the vaccines they need through COVAX. No country will receive doses for more
than 20% of their population until all the rest have received the necessary doses to cover that share. The
majority of the countries in the region are participating in the initiative, and low- and medium-low-income
countries and countries that meet the conditions to receive favourable financing (including Haiti, the
Plurinational State of Bolivia, El Salvador, Honduras, Nicaragua, Dominica, Grenada, Guyana, Santa
Lucia and Saint Vincent and the Grenadines) are eligible to receive the required doses free of charge
(Gavi Alliance, 2020a).

In December 2020, COVAX had advance purchase commitments and memorandums of understanding
with the Serum Institute of India, AstraZeneca/Oxford and Johnson & Johnson and an expression of
intent with Sanofi/ GlaxoSmithKline (GSK), for a total of almost two billion doses. As these agreements
come to fruition, participating countries should be able to access the vaccine in the first half of 2021,
and 1.3 billion doses should be distributed to 92 lower-income countries toward the end of the year. The
initiative faces a considerable funding gap, however, over and above the difficulties related to signing
the agreements, the production capacity of the vaccine manufacturers and the efficiency of the national
vaccine approval processes. Although COVAX collected US$ 2 billion in donations in 2020, meeting
its objectives will require an additional US$ 6.8 billion in 2021: namely, US$ 800 million for research
and development, US$ 4.6 billion for funding vaccines for low-income countries and US$ 1.4 billion for
supporting distribution (Gavi Alliance, 2020b).

In addition to the above two strategies—that is, individual negotiation and participation in the COVAX
Facility (individually or through the PAHO Revolving Fund, which offers regional representation)—there
is a third alternative that has not been exploited in the region: namely, for countries to join forces to
aggregate their demand and negotiate directly as a bloc.

With regard to vaccine availability and access, there are, on the one hand, market forces and
individual negotiation and, on the other, humanitarianism and the common good, which promote fair
and equal access. In the former, the region has a weak position; in the latter, it is a spectator waiting
to receive help. Consequently, Latin American countries should take a proactive attitude in favour of
regional integration and bloc negotiations.

The problems facing the region in relation to the COVID-19 vaccine are not limited to access.
There are other bottlenecks related to the vaccination process, which will make it difficult to reach the
goal of vaccinating 70% of the population in 2021. Countries will have to solve the following difficulties:
internal distribution problems, in some cases complicated by the country’s geography and in others
by the technological complexity of vaccines that require extremely low storage temperatures; supply
problems for complementary resources such as syringes, needles or other ancillary supplies; and
problems related to the availability of qualified health personnel in sufficient numbers.
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A. Another lost decade

In the emerging world, Latin America and the Caribbean is the region hit hardest by the economic,
social and environmental effects of the COVID-19 pandemic (IMF, 2020b). Characteristics such as the
region’s persistent structural gaps, limited fiscal space, poor access to social protection —and its low
coverage— high levels of labour informality, heterogenous production structure and low productivity
are crucial to understanding the magnitude of the impact of the pandemic. These characteristics are
also key to comprehending the difficulties the region encounters in implementing policies to mitigate
the effects and to generate a sustainable and inclusive economic recovery, which would drive progress
towards achieving Sustainable Development Goal (SDG) 8 (Promote sustained, inclusive and sustainable
economic growth, full and productive employment and decent work for all).

Before the pandemic, the region’s economic growth was already slow, having averaged 0.3% in
2014-2019, and the rate was even slower in 2019. In addition to this slow growth, in 2020 there were
negative external and internal supply and demand shocks owing to the need for lockdowns, physical
distancing and closure of productive activities. Therefore, the health crisis has led to the worst economic,
social and production crisis that the region has experienced in 120 years, with a 7.7% drop in regional
gross domestic product (GDP) in 2020 (see figure 111.1). In this situation, the GDP of the Caribbean,
excluding Guyana, is estimated to have shrunk by 7.9%, with decreases in hours worked of 22% in the
second quarter of 2020 and 13% in the third quarter. The tourism sector has been particularly affected,
with severe repercussions for agriculture, catering and transport.

Figure Ill.1
Latin America and the Caribbean (33 countries): projected GDP growth rate, 2020
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In 2020, fiscal and monetary policies were the most widely used tools for addressing the social and
economic effects of the pandemic. This has been reflected in significant increases in public spending
in most of the countries of the region, accompanied by tax and monetary measures, all of which has
driven the trends in public accounts in the year.

Fiscal efforts have aimed to strengthen health systems, support household income and safeguard
production capacity through public spending and tax relief measures and government-backed liquidity
instruments. In the region, these fiscal efforts have averaged around 4.3% of GDP and State guarantees
have been equivalent to around 2.5% of GDP, although there are substantial differences between
countries. In the Caribbean countries, government actions to provide financial support to businesses
and households were limited by high levels of public debt.

The structures of these packages of measures have strongly influenced patterns in expenditure.
Current transfers were the most frequently implemented measure in 2020 and consisted of special
grants for families, assistance for companies to cover payrolls and financial support for subnational
governments and other public institutions, to address the crisis.

Government revenues have been affected by the economic crisis and fell to an average of 13.1% of
GDP for the period from January to September 2020, compared to 13.6% in the same period of 2019. The
decline was larger in the Caribbean, where total revenue for the first six months of 2020 was equivalent
to 12.4% of GDP, down from 13.2% of GDP for the first half of 2019.

The crisis has not affected different sources of income to the same extent: tax revenues have been
hit particularly hard and their downturn —caused by a standstill in economic activity and the sharp
drop in private consumption— is the main cause of the overall decline in central government revenue
in both Latin America and the Caribbean. This pattern was accentuated in some countries by tax relief
measures to shore up the liquidity of households and businesses.

These trends had an impact on the fiscal position of the countries. In the case of Latin America,
the total central government deficit increased to an average of 5.0% of GDP for the first nine months
of the year, compared to 1.6% of GDP in the same period of 2019. The Caribbean followed the same
course, with central governments posting an average total deficit of 2.4% of GDP for the first half of the
year, whereas in the first six months of 2019, they had recorded an average surplus of 0.5% of GDP. In
both subregions, substantial primary deficits were incurred.

The worsening of fiscal accounts put huge pressure on the financing needs of most countries,
resulting in public debt trending upward. By September 2020, the average gross public debt of central
governments in Latin America had reached 53.4% of GDP, 7.4 percentage points higher than at the
end of 2019 (see figure 111.2).

The central banks of the countries of the region have also strengthened conventional and unconventional
measures to support aggregate demand and maintain macrofinancial stability. Conventional actions have
included interest rate cuts, revised legal reserve ratios and strengthening of mechanisms to promote
financial intermediation. Two examples of unconventional measures are purchases by central banks
of private and public securities held by financial institutions and transfers of resources directly to the
public sector. These policies have led to significant expansion in liquidity and an increase in lending
to the private sector, but especially a rise in lending by central banks to the public sector. In addition,
some Caribbean countries have taken measures to limit demand for foreign currency.
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Figure I1l.2

Latin America and the Caribbean (21 countries): central government public debt,
December 2019 and September 20202
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and Uruguay, they are for June 2020.

With regard to external shocks, it is estimated that the value of the region’s exports fell by 13%
in 2020. Although commodity prices sank at the start of the year, they recovered over the remainder,
particularly metals and food. However, hydrocarbons remain below pre-crisis levels. In November 2020,
food prices were 9% higher than in December 2019, while metals were up 17%. Energy products, in
contrast, were still 29% below pre-crisis levels.
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Remittances, which are a key component of net current transfers in the balance of payments,
performed differently from country to country. In Mexico, the main recipient economy (accounting for more
than a third of total flows received in the region), remittances grew by 9% up to August 2020 compared
to the first eight months of the previous year, and it is estimated that they totalled an unprecedented
US$ 40 billion for the year. Remittances also rose in Jamaica (18%), the Dominican Republic (11%),
Nicaragua (9%), Guatemala (4%) and El Salvador (1%), while in other countries they fell, for example in the
Plurinational State of Bolivia (-26%), Peru (-22%), Paraguay (-16%), Costa Rica (-10%), Ecuador (-10%),
Honduras (-2%) and Colombia (-1%).

The pattern of financial flows to the region was driven by increases in global liquidity. The leading
indicator of financial flows prepared by the Economic Commission for Latin America and the Caribbean
(ECLAC) shows that, in the third quarter of the year, these flows to the region continued to recover, in line
with the performance of bond issues on international markets by the region’s countries. Financial inflows
during 2020 are estimated to have been sufficient to cover current account deficits and accumulate
international reserves, although access to these flows was very varied from country to country.

Consequently, 19% more debt was issued by the countries of the region on international markets in
the first 10 months of 2020 than in the prior-year period. Sovereign bonds accounted for 40% of the total
issued up to October, followed by private corporate sector debt (27% of the total) and quasi-sovereign
bonds (20%). Cumulative issuance of sovereign bonds was 45% higher in October 2020 compared to
October 2019. Mexico issued a sustainable sovereign bond linked to achievement of the SDGs, making
it the first country to do so. The 750-million-euro bond was issued with a yield of 1.35%, the second
lowest in the country’s history. In the last week of November, for the first time in its history, Peru issued
a 100-year bond, for a total of US$ 1 billion. Quasi-sovereign bond issuance from the region grew 24%,
primarily driven by a US$ 1.5 billion bond issuance by Petréleos Mexicanos (PEMEX) and another from
Brazil's Petrobras, for US$ 1 billion, both in October.

Although the region has continued to enjoy unimpaired access to international debt markets owing
to abundant liquidity, a worsening of the financial outlook for emerging countries leading to an abrupt
halt in new financing would cause severe problems for many economies, as their debt ratios have risen
because of the response to the pandemic. The region’s non-financial corporate sector has seen a decline
in profitability, liquidity restrictions and a decrease in repayment capacity. Since late 2019, the credit
rating agency Standard & Poor’s has downgraded its credit ratings for the long-term foreign-currency
debt of around a third of the companies it covers in the region (IMF, 2020a). The crisis threatens to cause
prolonged economic stagnation if it triggers a wave of insolvencies or situations whereby some companies
cannot service debt with profits and rely on creditors to continue operating (zombie companies).

The growth patterns of Latin America and the Caribbean in 2021 must be understood not only in the
context of trends in the global economy, but also in relation to the sharp decline in 2020, the spread of
the pandemic —considering factors such as the availability and administration of vaccines— and the
ability of countries to maintain fiscal and monetary stimulus measures to support aggregate demand
and the productive sectors.

Although ECLAC projects average growth of 3.7% for 2021 (see figure [11.3), this is due to a significant
base effect and would only recoup 44% of the economic activity lost in 2020.
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Figure IIl.3
Latin America and the Caribbean (33 countries): projected GDP growth rate, 2021
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note: Central America includes Cuba, the Dominican Republic and Haiti.

Given the region’s weak growth in the years prior to the pandemic, the projected growth rate for
2021 is unlikely to be maintained in subsequent years. This is particularly serious since, in a scenario
with 3.7% growth in 2021 and subsequent growth in line with the average for the preceding decade
(1.8% per year), there would only be a return to the 2019 GDP level (which was almost equal to
that of 2013) by 2024. However, with a growth rate of 3.7% in 2021 and growth in line with the past
6 years (0.3%) in the subsequent years, there would not be a return to the GDP levels of 2019 in the
next 10 years (see figure Il1.4). Naturally, these figures point toward an even worse situation in terms
of per capita GDP.
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Figure lll.4
Latin America and the Caribbean (33 countries): level of GDP in real terms, 2008—-2025
(Index: 2008=100)
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B. The social inequality matrix determines the effects
of the pandemic

1. Worsening labour market indicators

The contraction in economic activity has been accompanied by a large upswing in the unemployment
rate —which is expected to have reached 10.7% in 2020 (a rise of 2.6 percentage points)— a sharp
fall in the labour force participation rate and considerable increases in poverty and inequality (ECLAC,
2020a). Specifically, the participation rate fell by 5.4 percentage points, from 62.6% in the first three
quarters of 2019 to 57.2% in the same period of 2020 (ILO, 2020a): 23 million people —just over half of
whom (12.2 million) were women— dropped out of the labour force and stopped looking for work, owing
to a lack of opportunities (see table Il1.1). The decline in labour force participation has softened the rise
in the unemployment rate: if participation had remained at 2019 levels, the unemployment rate would
have topped 18%. All these trends reduce the possibility of progress towards Goals 1 (End poverty in
all its forms everywhere), 8 (Promote sustained, inclusive and sustainable economic growth, full and
productive employment and decent work for all) and 10 (Reduce inequality within and among countries).

Table llI.1
Latin America (weighted average of 18 countries):2 participation rate and unemployment rate,
total and by sex, 2019 and 2020

(Percentages)

2019 2020

Participation rate 62.5 57.2
Women 52.0 46.0
Men 736 69.0
Unemployment rate 8.1 10.7
Women 9.6 12.0
Men 7.0 9.7
Unemployment rate if participation rate had remained at 2019 level 18.5
Women 22.2
Men 15.3

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
@ Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico,
Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia and Uruguay.
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Lockdown and physical distancing measures to contain the pandemic have caused informal
employment to deteriorate more than formal employment in 2020, resulting in a decline in informality
indicators, in contrast to what usually occurs in crises of economic origin. Measures to contain the
pandemic limited opportunities for informal self-employment, which is generally face-to-face and lacks
the infrastructure and conditions needed for telework. Furthermore, while for many formal jobs it was
possible to maintain employment links through furlough systems with some kind of benefit or subsidy,
this option does not exist for informal jobs (ILO, 2020a).

Job losses have hit certain population groups hardest: informal workers, young people, people
with less formal education, women and migrants. The most significant drop in employment was among
women, owing to their greater participation in some of the most affected economic sectors (commerce,
manufacturing, paid domestic work). In addition, women face greater difficulties in rejoining the labour
market because they have had to take on additional care tasks in their homes. As a result, gender
gaps in labour markets have widened (ECLAC/UN-Women, 2020; ILO, 2020b and 2020c). In addition,
young people, and in particular young women, have been severely affected. Of the 23 million people
who left the workforce in 2020, 6 million were young women and men between the ages of 15 and 24. In
addition, the youth unemployment rate rose by 2.7 percentage points to 23.2% in the first three quarters
of 2020, compared to the first nine months of 2019 (ILO, 2020a). Lastly, in the future the labour market
may offer fewer opportunities for older persons, whose inclusion in the job market is crucial to their
well-being when there are no universal social protection systems (ECLAC, 2021a).

The fall in employment and the declines in the income of many of those who remained employed
has led to widespread loss of labour income, which eased only slightly in the third quarter. The fall
in labour income is estimated to be equivalent to 10.1% of regional GDP (ILO, 2020), and has led to
serious subsistence problems for many households, accompanied by a marked weakening of domestic
demand and supply shocks.

In the five years prior to the pandemic, there was a gradual increase in the percentage of the population
living in extreme poverty, from 7.8% to 11.3%, and in poverty, from 27.8% to 30.5% (see figure 111.5).
Also, the Gini index declined at an annual rate of just 0.5% in 2014-2019, compared with an average
of 1.1% for 2002-2014. Owing to the effects of the pandemic, and despite emergency social protection
measures, in 2020 poverty and extreme poverty in the region reached levels not seen in 12 and
20 years, respectively. In addition, income distribution has worsened in most countries. For 2020, the
extreme poverty rate is estimated to have reached 12.5% while the poverty rate rose to 33.7%. This
would result in a total of 209 million people living in poverty by the end of 2020, 22 million more than
the previous year. Of these people, 78 million would be living in extreme poverty, 8 million more than in
2019 (ECLAC, 2021a). This pattern makes it even more difficult to achieve Goals 1 (End poverty in all
its forms everywhere) and 2 (End hunger, achieve food security and improved nutrition and promote
sustainable agriculture) by 2030.

The increase in poverty and extreme poverty would have been even larger without measures
to transfer emergency income to households. Projections that only take into account the impact of
the pandemic on employment and labour income show that the poverty rate would have risen by
6.7 percentage points in 2020, to 37.2% of all people, while 15.8% would be living in extreme poverty,
an increase of 4.4 percentage points.
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Figure lll.5
Latin America (18 countries): people living in poverty and extreme poverty, 2014-2020°
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

@ Weighted average for the following countries: Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic,
Ecuador, EI Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia and Uruguay.

b The figures for 2020 are projections that take into account the effect of emergency transfer programmes.

The increase in extreme poverty has worsened the food situation in the region. Although figures
are not available for the full-year of 2020, data from the Hunger Monitoring Unit of the World Food
Programme (WFP), based on the Food Consumption Score (FCS), shows significant.” In the 10 countries
of the region for which information is available,? insufficient food intake was affecting 27 million people
(about 16% of their population) at the end of December 2020. In the last quarter of 2020, there was
some improvement, owing to the trends in Colombia, Guatemala and Haiti. In this situation, 38% of
households in the countries that supplied information reported adopting food intake strategies, such
as switching to less expensive foods, limiting portion size, reducing the number of meals, asking other
households for food, or limiting food for adults in favour of children.

The increase in hunger in Latin America and the Caribbean is also reflected in the data on food
assistance provided by food banks in the region from the Global FoodBanking Network, both in terms of
tons of food and people served. The total volume of food assistance mobilized in the region increased
by almost 50% between 2019 and 2020, while the number of beneficiaries doubled to 9.5 million,
compared to 4.7 million in 2019. During the pandemic, all food banks reported higher demand for food
assistance, especially from people who had lost their source of income.

In Brazil, Colombia, Mexico, Nicaragua, the Plurinational State of Bolivia and Uruguay, the amount of
food delivered per person was lower than in 2019, as the increase in demand outstripped food supply. In
the other countries (Argentina, Chile, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala,
Honduras and Panama) the quantity of food delivered increased, not only because of greater availability
of food, but also because of the need to deliver a larger quantity to comply with biosafety and isolation
protocols and reduce circulation; it remains a possibility that these factors may have contributed to

T See World Food Programmme, HungerMap [online] https://hungermap.wip.org/.
2 Colombia, Dominican Republic, Ecuador, El Salvador, Guatemala, Haiti, Honduras, Nicaragua, Peru and the Plurinational State of Bolivia.
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lower demand. In some of the countries where the quantity of food delivered has increased, there are
also major public food aid programmes (for example in Argentina, Chile, Costa Rica and Ecuador),
suggesting that public policy and private actions are complementary.

Furthermore, in most countries the food price index has risen more than the consumer price index (CPI)
(ECLAC/FAO, 2020). The gap between the trajectories of the two indices widened in March, during
the start of the pandemic in the region, when stay-at-home measures were implemented, driving up
demand and causing uncertainty over supply. Growth slowed from May to June onward, as uncertainty
subsided and countries rolled out or stepped up food distribution programmes; however, the upswing
that began during the second quarter of 2020 has not dissipated. By the end of October 2020, the
Harmonized Index of Consumer Prices (HICP) had risen twice as much as the overall consumer price
index (weighted average of 15 countries).®

In the Caribbean countries, despite declines in income, short-lived shortages of staple foods and
increased difficulty in obtaining them, food security was maintained in the first year of the pandemic
because reductions in commercial shipping were limited and brief, and disruption of food chains was
minimal. In addition, there was a drop in tourism, which reduced demand for food, and governments
made efforts to increase agricultural production in the short term. The Caribbean Community (CARICOM)
has formulated a COVID-19 Response Agri-Food Plan, and some governments, such as Barbados,
Belize, Jamaica, Saint Kitts and Nevis, and Trinidad and Tobago, have launched programmes to stimulate
agriculture and food production. Despite this progress, the situation could be reversed if the pandemic
continues for longer than expected, for example because of a drawn-out vaccination campaign.

The contraction in economic activity because of the pandemic, with job losses and reductions in labour
income, will result in larger low-income strata (poor and non-poor low-income population), and downward
mobility from the middle-income strata. This is because middle-income and upper low-income strata
families obtain their income primarily from work —mostly wage employment— and they are not usually
beneficiaries of social protection policies or programmes.

From 2019 to 2020, the low-income strata are estimated to have expanded by 4.4 percentage points
(around 27 million more people), while the middle-income strata contracted by a similar proportion
(-4.1 percentage points). Of the total of around 59 million people who were in the middle-income strata
in 2019 and who in 2020 are expected to have descended into a lower stratum, just over 25 million are
estimated to have remained in middle-income strata, while a little more than 3 million are estimated to
have fallen into poverty or extreme poverty. The remainder are estimated to have moved into low-income
strata, but above the poverty line (ECLAC, 2021a).

Regarding the effects of the pandemic on the distribution of household income, the first impact is
loss of labour income owing to interruption of employment. The proportion of people who no longer
receive labour income in the lowest income quintile is estimated to have increased by 5.7 percentage
points, substantially more than in the subsequent quintiles. In the highest income quintile, the proportion
of people with no income is expected to increase by 0,7 percentage points. The second impact is
a decline in labour income for those who have remained in employment during the pandemic. The
significant decline in demand and in the feasibility of performing usual occupational tasks is estimated
to have led to a 15% fall in average labour income per employed person. As a result of these trends,
for people in the lowest income quintile, the fall in labour income is projected to have been 42%, while
for those in the highest income quintile, the expected average fall is around 7%.

3 Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, EI Salvador, Guatemala, Honduras, Mexico, Nicaragua, Paraguay,
Peru, Plurinational State of Bolivia and Uruguay.
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Because of these two effects, total per capita income inequality is estimated to have increased
in 2020, resulting in an average Gini index 5.6% higher than that recorded for 2019. Including government
transfers to mitigate the loss of labour income —which tend to be primarily to low- and middle-income
groups— the expected increase in the average Gini index for the region is 2.9% (ECLAC, 2021b).

4. Social protection gaps and responses

The pandemic has exposed the fragmentation and inequalities of social protection systems and the
weakness of the welfare state in the region. Prior to the crisis, owing to high levels of labour informality,
only 47.2% of the employed were affiliated with or contributed to pension systems, and just 60.5% were
affiliated with or contributed to health systems. Moreover, in 2019, a quarter of people aged 65 and over
were not receiving pensions. In the same year, conditional transfer programmes covered an average of
18.5% of the population in the countries of Latin America and the Caribbean (ECLAC, 2021a).

In the absence of universal social protection systems, governments have responded to the pandemic
with an unprecedented set of emergency social protection programmes aimed primarily at households
in poverty or at greater risk of poverty, such as those with informal workers. During 2020, 263 non-
contributory social protection measures were adopted in 32 countries —by adapting existing programmes,
such as conditional transfers, or the creating new ones— including cash transfers, distribution of food
and medicine, and guaranteed provision of basic services. Cash and in-kind transfers are estimated
to reach, on average, 49.4% of the population in the countries of the region (see figure 111.6) (ECLAC,
2020d and 2021a).

Figure 11l.6

Latin America and the Caribbean (28 countries):? persons in households receiving emergency cash
and in-kind transfers, to address the effects of the pandemic and through conditional transfer
programmes, simple average by subregion, 2020 and latest available year
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Social Panorama of Latin America, 2020, Santiago, 2021, forthcoming, on the
basis of official information from the countries; COVID-19 Observatory in Latin America and the Caribbean [online] https://www.cepal.org/en/topics/
covid-19; and “Social Development and COVID-19 in Latin America and the Caribbean” [online] https://dds.cepal.org/observatorio/socialcovid19/en/.

Note: Based on coverage of conditional transfer programmes or other permanent cash transfer programmes in the latest year for which information is
available in the Non-contributory Social Protection Programmes Database - Latin America and the Caribbean [online] https://dds.cepal.org/bpsnc/
cct. For emergency cash and in-kind transfers to address the effects of the COVID-19 pandemic, the data refer to 2020.

a@ South America includes Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru, Plurinational State of Bolivia and Uruguay;

Central America includes Costa Rica, Dominican Republic, El Salvador, Guatemala, Haiti, Honduras, Mexico and Panama; the Caribbean includes Antigua
and Barbuda, Bahamas, Barbados, Belize, Guyana, Jamaica, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the Grenadines and Trinidad and Tobago.
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These measures drove up spending on non-contributory social protection, and of earmarked
resources, 73% of which were disbursed between March and August in response to the urgent need
to protect the income and consumption of affected families. Efforts by the countries to finance these
measures raised around US$ 86.214 billion in 2020. The simple average for this expenditure is equivalent
to US$ 78 per capita and represents1.25% of 2019 per capita, although there are significant differences
between subregions. Spending was highest in South America (US$ 105.2 per capita), followed by
Central America, the Dominican Republic, Haiti and Mexico (US$ 97.6) and the Caribbean (US$ 44.6).

The pandemic has impacted a region characterized by a matrix of social inequality whose axes —such
as socioeconomic stratum, gender, stage in the life cycle, ethnicity and race, territory, disability, and
immigration status— create multiple, often concurrent, situations of exclusion and discrimination, resulting
in greater vulnerability to the socioeconomic repercussions of the pandemic.

Women are particularly vulnerable as they have more precarious labour situations and their
participation in informal work is high. Female paid domestic workers (11.4% of employed women),
many of whom are migrant, indigenous or Afrodescendent, find themselves in a particularly difficult
situation, as they are unable to work remotely. Few have access to social security, and they have less
protection in situations of long-term unemployment. In a context of lockdowns, school closures and a
need for care if any household members become infected, there have been significant increases in
the burden of unpaid domestic work assumed by women and girls, and in cases of violence against
them (ECLAC/UN-Women, 2020).

Since the COVID-19 pandemic began, there has been a rise in gender-based violence against
women and girls, which has been aggravated by lockdowns, physical distancing and movement
restrictions, leaving women more isolated from support networks and creating additional barriers to
access to essential services. This violence prevents effective enjoyment of human rights, with physical,
psychological, social and economic effects on the lives of thousands of women and girls and their
communities, and it directly undermines SDG 5, which aims to achieve gender equality and empower
all women and girls. Data from before the crisis already showed the extent of violence against women
and girls at the global and regional levels (a “shadow pandemic”): one in three women (one in two in
the Caribbean) have been subjected to or are experiencing physical, psychological or sexual violence
inflicted by a former or current partner, which always carries the risk of lethal violence, which is to say
feminicide or femicide, measurement of which is an indicator in the regional indicator framework for
monitoring the SDGs in Latin America and the Caribbean.

The increase in gender-based violence against women and girls led governments in the region to
adopt more than 90 measures to address the situation, adapting services to address violence against
women to remote formats and declaring them essential (ECLAC, 2020b). However, governments’
efforts to prevent and respond to this violence have been mixed; the cases of Argentina, Colombia,
the Dominican Republic, Honduras and Mexico stand out, where all or part of the services for violence
against women have been declared essential. In some countries (such as Paraguay and Uruguay),
instructions or decrees were issued for operating certain judicial services and automatically extending
precautionary or protective measures.

The pandemic could have a catastrophic impact on the overall development of children and adolescents.
In 2020, 32 countries in the region closed their educational institutions to stop the spread of the disease,
affecting more than 165 million students at all levels (2.3 million of them in the Caribbean?) between March
and June. Despite a gradual reopening, in November the figure was still above 120 million. Although most

4 Estimate based on data from the UNESCO Institute for Statistics. Includes students from 26 Caribbean countries.
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of these countries established means to continue education through distance learning, this may widen
learning gaps, especially between students in public and private schools, to the detriment of those in the
lowest-income households, who have limited or no access to digital devices or the Internet and live in
overcrowded conditions, with fewer cultural resources in the home.

The pandemic has also hampered achievement of SDG 4 on ensuring inclusive and equitable quality
education and promoting lifelong learning opportunities for all, as the negative effects on learning are
expected to be greatest for children under 8 years of age, who do not yet have the skills to be able to
adapt to distance learning.® Likewise, disruption or interruption of curricula and of education processes
widens progress gaps throughout education, and gaps in terms of level of education completed.
Prolonged school closures could thus trigger a learning crisis and a “generational catastrophe”,
jeopardizing decades of progress and deepening existing inequalities (United Nations, 2020). Around
3 million students at all levels of education in Latin America and the Caribbean are at risk of not returning
to education, with the greatest impacts in proportional terms for students at the tertiary level because
of the associated costs and at the pre-primary level because of the difficulty of maintaining distance
learning for these ages (UNESCO, 2020). The children of the poorest families may also be forced to enter
the labour market. This would increase child labour by between 1 and 3 percentage points, meaning
that at least between 109,000 and 326,000 children and adolescents could be added to the 10.5 million
who were already in child labour before the pandemic (ECLAC/ILO, 2020b).

For all these reasons, the healthy development of children and adolescents is at risk, both because
of the risk of increased undernutrition and malnutrition owing to overweight and because of the risk to
mental health posed by lockdowns and family stress. The suspension of classes has had repercussions
for school feeding programmes (even though 21 of the 33 countries in the region maintained them
in various formats), mental health programmes and comprehensive sexual education programmes,
as well as on the provision of sexual and reproductive health services, including the distribution of
contraceptives (ECLAC/UNICEF, 2020).

In addition to women and youth, other population groups have suffered disproportionately from
the effects of the crisis. Many people over 60 have had to live in increased isolation, which can affect
their mental health and, together with the economic crisis, jeopardize their food security. Stay-at-home
orders can increase the barriers faced by the more than 70 million persons with disabilities to accessing
the education system and decent work with sufficient income and social protection. This is especially
serious for those whose economic situation precludes having devices on which to continue educational
or work activities from home (ECLAC, 2020c).

The crisis is also deepening the inequalities and social and labour exclusion suffered by indigenous
peoples (60 million people) and Afrodescendants (134 million people), whose participation in unskilled
self-employment is disproportionately high, and in the case of women, with sizeable wage gaps with
respect to men who are neither indigenous nor Afrodescendent. The structural inequalities, discrimination
and racism that affect indigenous peoples and Afrodescendants are the main factor in their vulnerability
to the pandemic and the crisis, with a greater impact on women, youth and children. While indigenous
peoples have formulated collective responses to the health and economic crisis, State responses
have been weak, and there have been further sharp rises in tension and conflicts arising from a lack of
guarantees of territorial rights, and threats from companies, illicit groups and land speculators (ECLAC/
PAHO, 2020; ECLAC and others, 2020; ECLAC, 2018).

Migrants are affected by border closures, difficulties with movement, and increases in unemployment.
Their access to health systems and social protection is inadequate because of the scarce resources
available for migrants, and because of their fear of being identified when these resources are available.
These problems are more severe in the case of migrant children who are internally displaced —whether
or not they are accompanied— and given the possible increase in xenophobia and discrimination and
racism against migrants (UNICEF, 2020).

5 In Brazil, the loss of one quarter of the school year could increase the proportion of 10-year-olds with learning poverty by 6% (World Bank, 2020).
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C. A production structure with more and more weaknesses

Achieving targets 8.2 and 8.3 of SDG 8 poses major challenges for the region in terms of increasing
productivity through diversification (higher value-added activities), technological modernization and
innovation, and also with regard to the strengthening and growth of micro-, small and medium-sized
enterprises (MSMEs). The region’s production structure has weaknesses accumulated over decades.
Over the past 20 years, Latin America’s growth has been mainly come from adding jobs. For the
region as a whole, only 19.5% of GDP growth between 2000 and 2019 is explained by productivity
gains, compared with 81.5% explained by employment gains. This is in stark contrast not only with in
China, India and the United States, or the averages for the members of the European Union and the
Organization for Economic Cooperation and Development (OECD), but also with the global average,
with 62.4% of global GDP growth attributable to increases in productivity and 37.6% to increased
employment (ECLAC, 2021b).

Following a long period of decline, Latin America’s productivity is just 19% of that of the United States.
This pattern is a result of structural problems in economies that are based on a small number of
natural resource production and processing activities and some capital-intensive services (electricity,
telecommunications and banking) that have high levels of productivity but account for just 8% of
employment. The remaining sectors (including manufacturing) are characterized by low or very low
productivity. This makes it clear that within the production structure, linkages are poor between sectors
and activities, but also between companies. Indeed, there are significant differences between the
productivity levels of the different types of productive units (MSMEs and large enterprises).

In all economic systems, performance varies from enterprise to enterprise (in terms of productivity).
However, the differences are much more marked in Latin America, where the labour productivity of a
medium-sized enterprise is, on average, less than half that of a large company. Productivity in small
enterprises is just 23% of the productivity of large enterprises and labour productivity in microenterprises
is only 6% of that of large companies. These percentages are much lower than in economies where
smaller firms are a key part of production systems (such as the countries of the European Union). In
Latin America, MSMEs —and particularly micro- and small enterprises— operate in segments with
lower productivity, few barriers to entry, standardized production and low knowledge intensity, where
they compete directly with large-scale production or with large trading houses (Dini and Stumpo, 2019).

This shows the difficulties that the economies of the region face when making changes to production
systems and enterprises, in a period characterized by major technological transformations that have been
seized upon by other countries. Slow productivity growth poses serious challenges to the ability to improve
wages, international positioning in higher value added product markets and, more generally, the welfare
of populations. This is related to long-standing characteristics of the region’s production and business
structure. In this context, MSMEs have been relegated to providing inferior quality, unstable and poorly
paid employment. Although this ensures that there is some growth in employment during macroeconomic
expansion, it also facilitates a transfer of workers (and companies) from the formal to the informal economy
during crises. Furthermore, the situation hinders sustained and widespread increases in productivity.

The crisis of 2020 has caused a setback compared to the start of 2019. In this regard, although the crisis
is affecting all economic activities and agents, it has a different impact on each productive sector and
type of company (see diagram Ill.1). ECLAC estimates that 34.2% of formal employment and 24.6%
of the region’s GDP correspond to sectors that have been severely affected by the crisis resulting from
the pandemic. Moreover, sectors that are expected to be moderately affected account for less than
one fifth of jobs and GDP (see figure 111.7).
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Diagram Iil.1
Latin America and the Caribbean (33 countries): intensity of the expected impact of the pandemic

by sectors of economic activity, 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC).

Figure lll.7

Latin America and the Caribbean (27 countries): share of GDP and employment by intensity of expected
sectoral impact of the pandemic, 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official information.



Building forward better: action to strengthen the 2030 Agenda for Sustainable Development

With the current business and sectoral structures, 63% of microenterprises operate in activities that
are highly exposed to the economic and health crisis, such as commerce and hotels and restaurants
(see table 111.2). In contrast, a much smaller percentage of large companies are in this situation. The
fact that resilience to the same sectoral impact is proportional to the size of the firm has important
implications regarding the effects of the crisis on the ability of firms to continue operating, hindering
achievement of sustained, inclusive and sustainable economic growth, full and productive employment
and decent work for all (SDG 8).

Table 111.2

Latin America and the Caribbean (27 countries): number of enterprises affected by the coronavirus
disease (COVID-19) pandemic crisis, by size and type of effect, 2020

(Number of enterprises and percentages)

Effects Microenterprises Percentage entiirl:;:lses Percentage M::‘i:r';r-iiié:d Percentage entlé?'ﬁ?ses Percentage Total

Moderate 812424 6 118 352 9 19811 9 5906 9 956 495
Significant 3946 182 31 641553 46 126 197 59 42739 63 4756 673
Severe 8071916 63 630 793 45 68 385 32 19224 28 8790319
Total 12 830 523 100 1390699 100 214393 100 67 869 100 14503 487

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

Therefore, although the crisis is affecting all companies, the impact will be much greater for MSMEs,
with widespread closures and job losses. Based on the characteristics of companies and the effects
of the crisis on the different sectors, ECLAC estimates that, between April and December 2020, more
than 2.7 million formal companies may have closed in the region, with a loss of more than 8 million jobs,
not including the job cuts made by businesses that continued to operate.

The 2020 business demographics study for Mexico ("EDN 2020. Estudio sobre la demografia de
los negocios 2020. Primer conjunto de resultados") produced some important results in this regard
(INEGI, 2020). Although it covers a period that began before the ongoing crisis (17 months from
May 2019 to September 2020), the trends it identifies are in all likelihood greatly influenced by the
crisis; this is particularly true for closures of companies: just over 1 million fewer microenterprises and
SMEs were recorded than in the 2019 economic censuses.®” The microenterprises and SMEs that were
created in the period employ 32.3% fewer workers per company than those that closed. This does
not necessarily mean that they are smaller than those that closed, as size is determined by turnovers
(for which data are not yet available). Three conclusions can be drawn from the study on the patterns
that are affecting the business structure: net destruction of companies (619,443 companies were created
compared to the 1,010,857 that closed); the businesses that have been created have fewer workers
on average than those that closed; and there has been a decline in employment in the companies that
have continued to operate.

The crisis is also changing the productive structure, as its impact varies according to sector of activity.
For the manufacturing industry, ECLAC has estimated the different effects that the crisis may have on three
groups of sectors.8 More than 92% of the branches of industry that are most technology-intensive are
facing a crisis with effects that can be classified as “significant” or “severe” (figure I11.8). These branches

6 The 2020 business demographics study does not record data on large companies.

T See [onling] https://www.jornada.com.mx/notas/2020/12/02/economia/desaparecieron-un-millon-10-mil-empresas-hasta-agosto-inegi/.

8 Industrial activities have been grouped into three sets of sectors based on the classification proposed by Katz and Stumpo (2001). Automotive and
auto parts, other transport equipment, electronics (finished products and components), industrial machinery, medical and scientific instruments, and
pharmaceuticals have been included in the group of technology-intensive sectors. The resource-intensive sectors include metal smelting, wood, pulp
and paper, chemicals, construction materials, and food, beverages and tobacco. Lastly, the labour-intensive sectors include textiles, garments, leather,
footwear, plastic products and cleaning products.
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bring together the most learning- and innovation-intensive activities, which are vital to the diversification
and increased value added needed to close productivity gaps and enter a path of long-term sustainable
growth. In this regard, the industrial sectors that have the greatest potential for technological growth are
being hit hardest by the crisis, thus exacerbating the structural problems of the region’s economies. This
means that, if appropriate policies are not implemented to strengthen these productive sectors, a regressive
structural change is very likely to take place, leading to reprimarization of the region’s economies.

Figure 111.8

Latin America (8 countries):? share of industrial production of groups of sectors according
to the intensity of the expected impact of the crisis, 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official information.
@ Argentina, Brazil, Chile, Colombia, Ecuador, Mexico, Peru and Uruguay.

The official data released shows the performance of the sectors of industry in the largest industrial
economies of the region over the first three quarters of 2020. The sharpest falls in industrial production
occurred between March and June, although there has been a downward trend since 2019 (2017 in
the case of Argentina). This pattern, coupled with the COVID-19 crisis, led to extensive declines in the
first half of 2020. In the case of technology-intensive sectors, the most significant decline was in the
automotive and auto parts industry. From June 2020 onward, there were signs of recovery, largely reflecting
a statistical rebound effect, owing to a reduction in health measures. For the first three quarters of the
year, there was a sharp decline in cumulative output compared to the prior-year period (see table 111.3)
and the sectors with the highest technological content continued to be significantly affected. In the third
quarter, the most significant recoveries were in the automotive and auto parts sector (180% in Argentina,
63% in Colombia, 14% in Mexico, 11% in Brazil), albeit with output levels still well below those of 2019.

It is difficult to estimate the short-term impact on productivity of changes in the sectoral structure of
industry. Preliminary information indicates that technology-intensive activities are shrinking in relative terms
and that, although statistics show a recovery —slower than the industry average— the decline in productive
activity has been accompanied by closures of companies and plants. These are trends that have been
in place for years, which have been magnified by the current crisis, for example in the auto parts industry
in Argentina.® Even with a return to 2019 GDP levels, the destruction of capacities will severely affect the
activities with the greatest potential to diversify production and to achieve the necessary productivity increases.

9 See [online] http://www.afac.org.ar/imagenes/noticias/4136_adjunto_CP_GRAVEDADSECTORIALAUTOPARTES pdf.
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Table 111.3
Latin America (4 countries): industrial production, January—September 2020 compared
with the same period in 2019

(Percentages)
Industrial production intzﬁg?\?: Isoegc‘ﬁ»rs ?ﬁ?ﬁ:;&?ggg{:ﬁ; Labour-intensive sectors
Argentina -11.0 -18.6 -7.0 -216
Brazil? -5.8 -10.9 -0.6 -15.8
Colombia -11.4 -16.6 -4 -23.3
Mexico -13.1 -19.7 -5.8 -20.6

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official information.
@ For Brazil, the information refers to the first 11 months of the year.

ECLAC estimates that the vast majority of the enterprises that have gone out of business are microenterprises,
and that many are in commerce (1.4 million microenterprises, more than half of the total), a sector with
low productivity and low barriers to entry. Therefore, this type of business is more likely to see a rapid
rise in the entry rate (creation of new enterprises) if GDP starts to grow again. However, there are two
factors to consider. The first relates to GDP growth forecasts. The most optimistic projections from
ECLAC are of a return to 2019 GDP levels by 2024 at the earliest, in national and international contexts
of great economic and health-related uncertainty. This outlook incentivizes an increase in informal
activities, particularly for the smallest production units, and delays to formalization processes, even if
there is economic growth. This is what can be expected in 2021, with GDP growth forecast at 3.7%,
much of which, as noted, is because of a statistical effect. Therefore, entry rates for microenterprises
are unlikely to be high, as they were in the recoveries from other global and national crises —topping
15% per year— for example in Argentina in 2003 (Yoguel and others, 2004).

Following the first stage of the economic emergency (March to May 2020), reactivation has entailed
significant changes in companies’ operations, improving safety conditions for workers, suppliers and
clients through daily disinfection of work environments, use of personal protection equipment and
temperature scanning devices, changes in the infrastructure of workplaces and shared spaces, and
reorganization of work shifts to reduce the number of people in workplaces. The reactivation has also
transformed the way companies organize their workforces, through a combination of face-to-face
and teleworking activities, implementation of online decision-making processes, and new forms of
internal logistics to ensure that information and material flows can be managed remotely. Lastly, in
this context of rapid change and heightened uncertainty, business models have been changed to:
improve monitoring of demand; increase interaction with customers and suppliers in order to adapt
products and services to consumer preferences; reorganize supply chains to prevent shortages of
inputs and products; and include health security as a distinguishing feature of goods, services and
processes that is valued by customers.

These changes increase fixed and variable costs relating to inputs for the health security of
workers, suppliers and customers, staff training, adaptation of workplaces, and incorporation of digital
technologies into companies’ internal management and their relations with suppliers and customers. In
addition, inclusion of digital interconnection devices in production processes has accelerated, as has
use of robotics to increase efficiency, especially considering that health security needs may lead to the
use of fewer workers in some production phases. The vast majority of these changes lead to greater
incorporation of digital technologies into the region’s companies and, therefore, to their modernization,
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in line with the major transformations being driven by the digital economy. However, with a partial
recovery in economic activity in the second half of 2020 and weak growth thereafter, the impact on
employment would be negative, at least in the short and medium term, even if governments were to
implement measures to protect employment.

The combination of higher variable and fixed costs, and lower output, will lead to different responses
from companies. In the short term, “defensive” responses are likely to prevail, especially among
companies with fewer capabilities and financial resources with which to respond to the crisis and with
worse prospects for a recovery in demand in the medium term. In contrast, companies with greater
capabilities can formulate medium-term responses in areas such as energy efficiency, big data and
the Internet of things.

In this context, antitrust policy plays a key role in helping the productive sector to adapt to the new
conditions. In Mexico, for example, to support the continuity of supply chains, the Federal Commission
for Economic Competition (COFECE) has agreed not to pursue collusion among competitors during the
pandemic, provided certain conditions are met (Navarro, 2021). These actions to promote cooperation
among businesses to ensure a supply of the inputs needed in the fight against the pandemic have
pooled expertise and resources that could support production reconfiguration during the recovery.
In particular, it would prevent adjustment to new demand conditions from leading to price wars or
predatory behaviour.

D. The rise of digital technologies

In the current complex situation, marked by the COVID-19 pandemic, digital technologies have emerged
as crucial tools to address the effects of the pandemic, and have demonstrated their importance
for achieving the 2030 Agenda; this is particularly true for Goal 9, which calls for building resilient
infrastructure, promoting inclusive and sustainable industrialization and fostering innovation. However,
the benefits are neither automatic nor equal throughout the population. In recent years, it has become
clear that the potential benefits of these technologies are not within the reach of everyone. Indeed,
the benefits are greatly restricted by structural factors linked to the different economic and social
vulnerabilities of the countries of Latin America and the Caribbean. These vulnerabilities are related to
meagre technological and productive modernization and to the limited skills of people, among other
factors, originating from high levels of inequality.

The gaps in access, usage and skills, as well as in opportunities for inclusion in an increasingly
digitalized world —which have become more apparent in the pandemic— are repeated along the
axes of the matrix of social inequality in the region. Among other dimensions, the matrix includes
socioeconomic level, stage in the life cycle, territorial location, ethnicity or race, gender inequalities
and digital connectivity, understood as access to a broadband service that is fast enough and the
possession of Internet-ready devices, and the use that is made of these technologies.

The ECLAC Regional Broadband Observatory shows that two thirds of the region’s inhabitants used
the Internet in 2019. The remaining third have limited or no access to digital technologies owing to their
economic and social status, particularly their age and geographical location. This limits or prevents
access to teleworking, distance learning and telemedicine, and to other goods and services offered
by public platforms and institutions, thereby widening pre-existing gaps.

In 12 countries of the region, an average of 81% of households in the highest income quintile
(quintile V) have an Internet connection; for households in the first and second quintiles the figures are
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38% and 53%, respectively, with significant differences between countries. In Brazil and Chile, more
than 60% of households in the first income quintile have an Internet connection, while in Paraguay,
Peru and the Plurinational State of Bolivia, only 3% do (see figure 111.9). Moreover, connectivity gaps
between urban and rural areas are still significant in Latin America and the Caribbean. While 67% of
urban households are connected to the Internet, only 23% of rural ones are. In some countries, such
as El Salvador, Paraguay, Peru and the Plurinational State of Bolivia, more than 90% of rural households
do not have an Internet connection. Even in better positioned countries such as Chile, Costa Rica and
Uruguay, only around half of rural households are connected to the Internet.

Figure 111.9
Latin America (12 countries): households with and without an Internet connection,

by income quintile, 2018
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Note:  Statistics for Brazil, Chile, Costa Rica, Ecuador, El Salvador, Paraguay and Uruguay include mobile Internet. Data are for 2018 for all countries, except
Chile and Ecuador, for which data are for 2017.

Regarding differences between age groups, young people and older persons are the least connected
in percentage terms: 42% of those under 25 years and 54% of those over 66 are not connected to the
Internet. The lowest levels of connectivity are above all for children aged 5 to 12 years, particularly those
in lower-income households (see figure 111.10). This has not only reduced the feasibility of maintaining
distance learning during lockdowns in response to the pandemic, but has also undermined these
children’s future possibilities of obtaining work that requires higher skills and therefore generally offers
higher wages. Faced with this, governments have adopted mitigating measures to support distance
learning, some of them based on long-term efforts, such as Plan Ceibal in Uruguay. In the Caribbean,
for example, the most frequent measure has been distribution of digital devices, while the least frequent
has been provision of Internet connections at home (see table I11.4). Despite this, schools in areas with
limited Internet access have been forced to use WhatsApp to send materials and videos, complementing
it with physical distribution of educational materials.
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Figure 1l1.10
Latin America (12 countries): children in households without Internet access, by income quintile, 2018
(Percentages)
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Note: In the survey on which the information is based, “households with Internet access” means that the Internet is generally available for use by all
members of the household at any time; the connection and devices may or may not be owned by the family, but should be considered as household
assets; and the household Internet connection must be working at the time of the survey. The calculation is made on the basis of the total number of
children aged between 5 and 12 years old in each income quintile of each country.

@ Data are for 2017.

b Includes only urban areas.

Table lll.4
The Caribbean (10 countries and territories): government policies to support distance education
strategies in schools, 2020

Distribution of  Household  Online platforms o Educational

Country or territory i : Internet access educational programmes on  Other
digital devices  ynnections material television or radio

Bahamas ° ° ° o Preparation of packages of educational
material for all levels to complement
distance education

Belize o ° ° Videos to address socioemotional needs

Grenada o o Distance learning guides for teachers,
parents and students
Mathematics programme

Guyana o Distribution of printed materials
to indigenous groups

Martinique o ° ° o

Montserrat .

Saint Kitts and Nevis . ° . No response Framework for continuity of learning
with parameters and expectations
of distance education

Saint Vincent and the Grenadines o ° ° °

Suriname o o °

Turks and Caicos Islands o ° ° Formulation of distance education
guidelines

Total 9 5 7 7

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of survey responses.
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Moreover, slow Internet connection speeds exacerbate exclusion by preventing the simultaneous use
of advanced digital solutions. In June 2020, 44% of countries in the region did not have the download
speeds required to perform several online activities simultaneously.©

In a world where access to and use of digital technologies are increasingly important, it is essential
that these technologies do not become a source of greater inequality and polarization, and that they
drive creation of new and better jobs, thus contributing to achievement of the SDGs. In that regard, the
main prerequisite for effective participation in the digital age is high-speed broadband access (ECLAC,
2020e). The costs associated with connecting households and acquiring necessary devices are barriers
to digital inclusion and to bridging the digital divide. For the population in the first income quintile, the
cost of mobile broadband is equivalent to 14% of their income and fixed broadband is equal to 12%.
In the worst cases, these costs represent about six times the reference threshold of 2% of income
recommended by the Broadband Commission for Sustainable Development for Internet service to be
classified as affordable (see figure I11.11).

Figure Ill.11
Latin America (11 countries): affordability of fixed and mobile Internet by income quintile, 2019
(Percentages of household income)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), “Universalizing access to digital technologies to address the consequences of
COVID-19", COVID-19 Special Report, No. 7, Santiago, August 2020.
Note:  The affordability of fixed and mobile broadband Internet is calculated on the basis of average broadband service costs in the country.

A lack of connectivity, a production structure that is focused on low-quality services, and high levels
of informality greatly limit opportunities to develop online activities. Telework, which has proved to be
essential for maintaining activity during the pandemic, is not equally prevalent in all countries and in
all sectors of the economy. In some more developed countries and regions, such as the United States
and the European Union, the percentage of people who can telework is as high as 40%, while in
Latin America and the Caribbean it is just 21%, and they are mainly people with higher income, which
is an additional source of inequality (see figures I11.12 and 111.13).

10" Download speeds of around 18.5 Mb/s allow two basic activities, such as checking email, to be performed simultaneously with one high-demand
activity, such as videoconferencing, forcing users to choose between, for example, distance education and telework. When the download speed is less
than 5.5 Mb/s, users can simultaneously perform only basic activities, such as browsing websites or checking email.
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Figure 1l1.12
Latin America and the Caribbean (13 countries): employed persons able to telework, 2018

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), “Universalizing access to digital technologies to address the consequences of
COVID-19", COVID-19 Special Report, No. 7, Santiago, August 2020.

Note:  Figures for Ecuador, Mexico, El Salvador, the Dominican Republic and Chile are estimated on the basis of four-digit national occupational classifications.
Figures for the other countries are estimated on the basis of the two-digit International Standard Classification of Occupations (ISCO) of the International
Labour Organization (ILO). Data are for 2018 or the most recent year available.

Figure 111.13
Latin America: (6 countries):® employed persons who can work remotely based on teleworking feasibility

and average wage quintile, 2018
(Percentages)
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The ability to profitably adopt new technologies is determined by the capabilities and factor endowments
of enterprises and countries. Production structure, technological intensity in industry and companies’
dynamics are all key to making the most of digital technologies, especially considering the ongoing
technological revolution (Industry 4.0). Given the structure and limited level of technological sophistication
of the productive sector and the business structure in the countries of Latin America and the Caribbean,
it is not enough to merely promote and facilitate the adoption of technologies; to boost the digital
ecosystem, structural policies are needed to support technological progress, innovation and productivity
(OECD and others, 2020).

Although the impact of digital technologies on productivity is determined by the production structure
and the structural characteristics of companies, digital transformation drives critical changes in the
organization of companies and market dynamics. Disruptive changes in enterprises and in the business
environment fuelled by advances in digitalization have accelerated owing to the COVID-19 pandemic
and the resulting more widespread use of digital technologies. The adoption of digital technologies has
become even more of a priority to boost productivity and quality employment. As noted, investments in
this area can contribute to achievement of Goal 9 (Build resilient infrastructure, promote inclusive and
sustainable industrialization and foster innovation).

Aside from its direct effects on companies, digitalization drives major changes in competition patterns
in value chains and among consumers. New business models are leading to increased participation
by new digital natives, with multiple impacts on market dynamics and the economy in general. In some
sectors, such as retail, there is direct competition between traditional offerings and digital disruption.
The increased prominence of digital channels may displace certain traditional players and channels
and create a need for them to adapt, develop their own digital channels or integrate into the digital
platforms of other players. Thus, in some activities, the level of digital disruption may reach a point
where, given the demands of “new consumers”, digitalization becomes a matter of survival, for example
in intermediation of tourism services, particularly in the context of the pandemic.

Digital transformation can also lead to larger companies and greater concentration of profits owing
to economies of scope and winner-takes-all business models. The combination of these factors, together
with changes in consumer habits (preference for digital channels and speed of delivery) has led to the
rise of digital platforms and the dependence of many companies offering goods and services on them
(Da Silva, De Furguim and Nufiez, 2021). This pattern has become clear in the region in the pandemic:
the Argentine digital platform Mercado Libre for buying, selling and paying online has become one of the
companies with the highest market value in the region, with a capitalization of more than US$ 90 billion
at the beginning of February 2021.

In Latin America and the Caribbean, digital transformation has been moderate. Digitalization
of production processes is lagging behind and average growth in digital adoption for productive
transformation has been slower than in other emerging countries. Between 2014 and 2016, growth in
digital adoption by businesses in the region averaged 4.5%, as opposed to the strong performance of
the countries of South-East Asia (13.1%) and China (16.4%) (ECLAC, 2021b). Although many enterprises
in Latin America have Internet access (over 90% coverage), many do not use it in their supply chain
or distribution channels (see figure 111.14).

The limited progress with digital transformation is linked to uneven adoption across businesses
and households. While some businesses, especially larger ones, have managed to seize upon the
benefits of digital technologies, many are lagging behind digitally —especially MSMEs and those
engaged in traditional and vulnerable activities, typically associated with lower productivity and higher
informality— often increasing the structural heterogeneity of the region’s economies.
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Figure lll.14

Latin America (8 countries): use of digital technologies in the supply and distribution chains

of companies, 2018
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In Latin America and the Caribbean, the digital transformation of the productive sector is still in
the early stages and is mainly focused on e-commerce. During the COVID-19 pandemic, companies
have understood that having an online presence to reach consumers is an opportunity. This has been
reflected by a significant rise in the number of business websites in Brazil, Chile, Colombia and Mexico
between March and August 2020 compared to the prior year. During April alone, the number of active
company websites grew by 800% in Colombia and Mexico, and by around 360% in Brazil and Chile,
compared to the same month in 2019.

During the pandemic, commerce and delivery platforms have become particularly widely used by
both consumers and those who offer products and services, who have been able to keep their premises
operating, generate income and not lay off employees or delivery staff. The exponential growth in use of
these platforms, which appears to be irreversible, creates an opportunity for digitalization of the supply
chain and poses new challenges for countries, such as the need to strengthen payment systems (which
are key to secure and efficient remote interaction), regulatory and policy frameworks, and antitrust
policies, to prevent market concentration and overcharging.

Another problem that hinders full participation by the region in the fourth industrial revolution relates
to the training of its population. The low quality of many educational processes is an obstacle to adoption
of new technologies. Specifically, systems for managing transitions in response to technological change
are underdeveloped. Although the coverage of and access to basic, secondary, and technical-vocational
education has increased in most countries of the region, improvement in quality is not evident. Therefore,
opportunities for better appropriation of the benefits of new technologies are limited and concentrated
in a small number of people.

In short, the economic and social crisis triggered by the pandemic and physical distancing measures
has caused many of the changes in the digital world, by prioritizing online channels in an attempt to
maintain some commercial activity. This acceleration of the digital transformation of production and
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consumption seems irreversible. While Latin American economies have made great strides in their
digital transformation processes, they have yet to create value at scale and in an inclusive manner.
The patterns of digitalization in the region reflect the marked inequality in productivity and income. This
digital divide has become even larger and worsened during the COVID-19 pandemic.

The pandemic has increased the urgency of the need to close the productive, digital and capacity
gaps, and the importance of new technologies for the recovery and the transformation of the development
strategies of the countries of the region. To move forward with the recovery, digital technologies must be
used to build a new future through economic growth, job creation, reductions in inequality and greater
sustainability. This is a path towards the Sustainable Development Goals of the 2030 Agenda.

E. The persistent environmental crisis

Global environmental degradation is increasingly evident, and the COVID-19 pandemic is one of the
manifestations of the harmful relationship between human activities and nature. Latin America and
the Caribbean is no exception: destruction and degradation of ecosystems because of economic and
social activities reduces biodiversity, generates greenhouse gas emissions and reduces the capacity
to absorb carbon dioxide (Barcena and others, 2020). Not only have terrestrial ecosystems been
affected, but also marine ecosystems, which are overexploited and have high levels of pollution and
acidification. In this regard, progress on protecting ecosystems has been insufficient to maintain a healthy
environment and advance the Climate Agenda, as required by Goal 13 (Take urgent action to combat
climate change and its impacts), in particular with regard to financing (indicator 13.a.1 of the global
Sustainable Development Goal indicator framework), which is the responsibility of developed countries.

Until the onset of the pandemic, global greenhouse gas emissions had been on an upward trend,
reaching 51 gigatons of carbon dioxide equivalent (Gt CO2 equivalent) in 2019. In Latin America and
the Caribbean, these emissions also followed a rising trend, hitting 4.3 Gt CO2 equivalent in 2019.™
In 2020 alone, the economic slowdown caused by the pandemic resulted in a significant reduction in
emissions. While global emissions have dropped by around 7% (Friedlingstein and others, 2020), in the
region they appear to have fallen even further, owing to the sharp decline in its output relative to the rest
of the world. As discussed in detail in chapter V, containment measures that have reduced economic
activity are expected to result in lower emissions in 2030 than in 2019, even in the business-as-usual
scenario, with very low economic growth rates (2.5% per year). However, this result is not acceptable, as
such slow growth would lead to even more serious problems with employment, poverty and inequality.
Therefore, change must focus on transforming the key elements of high-emission processes.

Faced with this, the countries of the region have signed emission reduction commitments and, in
2020, Argentina and Suriname submitted their second nationally determined contributions (NDCs),
while Brazil, Chile, Colombia, Costa Rica, Cuba, the Dominican Republic, Jamaica, Mexico, Nicaragua,
Panama and the Dominican Republic have updated their first NDCs. The post-pandemic economic
recovery is an opportunity to promote growth in line with the emission reduction targets in NDCs and
to prevent emissions from surpassing pre-pandemic levels.

T Globally and regionally, most emissions are generated by the burning of fossil fuels to produce electricity, use in transport, and energy use in buildings.
However, agriculture, livestock and land-use change are also important factors in the region. Moreover, commercial farming accounted for 70% of
deforestation between 2000 and 2010 (FAO/UNEP, 2020).
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2. Vulnerability: extreme events and disasters

The global average temperature has already risen by 1.1°C, the cryosphere is shrinking at a worrying
rate, sea level rises are accelerating and disasters such as forest fires and extreme hydrometeorological
events are becoming more frequent. Disasters have short-term effects on the welfare of the population:
they destroy capital assets, increase nutritional problems, reduce school attendance and performance,
diminish income available for non-food expenditure, drive up child labour and increase morbidity. Between
1990 and 2020, 1,412 extreme events were recorded (see figure lll.15A), 87% of which were climate-
related (storms, floods, wet mass movements, extreme temperatures, droughts and fires) and 13% of
which were geophysical (volcanic eruptions, earthquakes or dry mass movements). Floods were the most
frequent event, affecting 49 million people. Droughts, although less frequent, affected 70 million people
(see figure 111.15B). Climate change is expected to increase the frequency and magnitude of such events.

Figure 111.15

Latin America and the Caribbean: extreme hydrometeorological events and disasters, 1990-2020
(Number)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), CEPALSTAT [online database] https://estadisticas.cepal.org/cepalstat/portada.
html?idioma=english.



Building forward better: action to strengthen the 2030 Agenda for Sustainable Development

Extreme hydrometeorological events have lasting effects on the economies and societies of the
region, especially in Central America and the Caribbean. Among other things, they lead to increased
unemployment and poverty, additional fiscal expenditure and increased indebtedness, hindering
achievement of the SDGs at the local and national levels. It is in these subregions that the double
asymmetry that characterizes the region’s climate change situation is most starkly apparent: the countries
and social groups that generate the least emissions suffer the most from the effects of the environmental
emergency (Barcena and others, 2020).

3. Deterioration of forests, biodiversity and oceans

In the region, ecosystems are deteriorating, and biodiversity is declining at alarming rates, contrary to
Goal 15 (Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably manage
forests, combat desertification, and halt and reverse land degradation and halt biodiversity loss).
According to the 2020 Living Planet Index, which tracks nearly 21,000 populations of mammals, birds,
fish, reptiles and amphibians around the globe, between 1970 and 2016, there was an average decline
in biodiversity of 68%. This pattern is especially marked in the tropics of the Americas, where the
decline was equivalent to 94% of the populations studied. This is the largest recorded decline in any
biogeographic area in the world (WWF, 2020).

Between 1990 and 2020, 150 million hectares of natural woodland were lost in Latin America
and the Caribbean and the area of man-made forest doubled. In total, forest cover shrank by 7%
(ECLAC, 2020g). The loss of tropical and subtropical forests has a major impact on the biodiversity
and hydrology on which economic systems depend, so protecting them is vital. In aggregate terms,
the region has made progress in terms of the proportion of woodland that is legally protected, which
rose from 25% in 2000 to over 31% in 2020, despite a decline in Central America (see figure 111.16).

Figure 1ll.16
Latin America and the Caribbean: proportion of forest area within legally established
protected areas, 2000-2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Regional Knowledge Platform on the 2030 Agenda in Latin America and the
Caribbean, “SDGs in Latin America and the Caribbean: statistical knowledge management hub” [online] https://agenda2030lac.org/estadisticas/
regional-sdg-statistical-profiles-target-1.html?lang=en [accessed on: 4 January 2021].
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Forests transport atmospheric humidity and affect rainfall at the regional level. Therefore, farming
and rainfall in some areas depend on other zones that are geographically distant, for example the
pampas of the Southern Cone are reliant on the Amazon. In the region, water is available in abundant
quantities, but it is distributed unevenly among and within countries. In addition, water resources are
at risk of severe pathogenic contamination, mainly from domestic sewage, and of saline or nutrient
pollution related to unsuitable agricultural practices. In the Andean region, the surface area of glaciers is
shrinking, and several have already disappeared (WGMS, 2020), affecting large urban and rural areas.
Climate change and ineffective management are leading to the loss of strategic freshwater reserves.

The oceans are also at-risk major ecosystems. In Latin America and the Caribbean, 23 countries have
more marine area than land area within their territory, and more than 27% of the region’s population lives
in coastal areas. The region is one of the world’s richest in marine ecoregions (47 of the 258 proposed
by Spalding and others, 2007). These include vulnerable ecosystems such as coral reefs, which are
threatened by global warming, rising average marine acidity and nutrient pollution, especially in the
Caribbean (SDG 14, target 14.3), and mangroves, which are especially important because of their
ecosystem services, but which shrank by 20.2% between 2001 and 2018 (SDG 14, target 14.2).

Of the four targets of Goal 14 (Conserve and sustainably use the oceans, seas and marine resources
for sustainable development) set for 2020, only target 14.5 (conserve at least 10% of coastal and marine
areas) has been met at the regional level: the area covered by the various protection mechanisms has
doubled to 20% of the total.’® However, the differences between countries are substantial: 20 are still
far from meeting the target of having 10% of the area protected (see map Ill.1). In terms of eliminating
subsidies for overfishing, the region accounts for just 5.6% of global subsidies, most of which do not
reach artisanal fisheries. The subregion whose situation is most worrying, with more than 50% of fisheries
biologically unsustainable, is the South-East Pacific.

Map lil.1

Latin America and the Caribbean: coverage of marine protected areas in relation to the exclusive
economic zones (EEZ), by country, 2020

(Percentages)

Source: M. Tambutti and J. J. Gomez (eds.), “The outlook for oceans, seas and marine resources in Latin American and the Caribbean: conservation, sustainable development
and climate change mitigation”, Project Documents (LC/TS.2020/167), Santiago, Economic Commission for Latin America and the Caribbean (ECLAC), 2020.

12 Broadly speaking, these four targets are to manage, protect and restore marine ecosystems; effectively regulate fishing and promote sustainable fisheries;
conserve at least 10% of marine and coastal areas; and end subsidies that contribute to overfishing.
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An additional problem is marine pollution, both of chemical origin owing to discharges from inland
sources —which have created 19 dead zones and 31 zones of eutrophication on coasts— and from
macro- and microplastics. Only the Pacific coast of the Southern Cone and the southernmost part of
the Atlantic coast have below-average levels of plastic pollution.

4. Waste management

Consumption of materials increased by almost 29% in the region between 2001 and 2017 (see
figure I11.17): nearly one kilogram of solid household waste is generated per person per day, more
than half of which is organic waste; this figure is lower than for developed countries, but above the
global average. Three quarters of waste is deposited in landfills, although open dumps, illegal dumps
and rubbish heaps still exist, and the infrastructure cannot keep pace with the speed at which waste
is generated. Waste collection coverage is around 85% in urban areas but is significantly lower in
rural areas.

Figure ll1.17
Latin America and the Caribbean: consumption of household material per capita, 2000-2017
(Tons per capita)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Regional Knowledge Platform on the 2030 Agenda in Latin America and the
Caribbean, “SDGs in Latin America and the Caribbean: statistical knowledge management hub” [online] https://agenda2030lac.org/estadisticas/
regional-sdg-statistical-profiles-target-1.html?lang=en [accessed on: 4 January 2021].

Plastic waste continues to grow despite stricter regulations and more bans in the region. The Caribbean
Sea is the second most polluted with plastics in the world and the health effects of microplastics are
a growing concern. Health-care waste —which contains a high proportion of hazardous material and
non-recyclable plastic— has increased significantly owing to the COVID-19 pandemic, triggering
warnings about the importance of hospital infrastructure and management of the waste they produce,
including its traceability. Waste of electrical and electronic equipment has also continued to grow (more
than 150% between 2000 and 2019) as income levels rise; only one fifth of the devices produced
worldwide are properly collected and processed (see figure 111.18), even though they contain valuable
metal components.
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Figure 111.18
Latin America and the Caribbean: electronic waste generated per capita, 2000-2019
(Kilograms)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Regional Knowledge Platform on the 2030 Agenda in Latin America and the
Caribbean, “SDGs in Latin America and the Caribbean: statistical knowledge management hub” [online] https://agenda2030lac.org/estadisticas/
regional-sdg-statistical-profiles-target-1.html?lang=en [accessed on: 4 January 2021.

As highlighted in ECLAC (2020g) the direct backward and forward linkages of the waste and
recycling sector are stronger than average, as the purchases and sales of this sector are closely related
to the rest of the national economy. For this reason, if its development were bolstered to make it a key
sector —as part of a big push for sustainability— with municipal waste recycling rates in line with those
of developed countries such as Germany, this would contribute significantly to a sustainable economic
recovery, creating almost 450,000 jobs.

5. Cities: a source of problems and solutions

The clustering of economic activities in urban areas offers enormous potential for economic growth and
human development. Wealth, political power, professional talent, skilled labour, health care, education,
infrastructure and other social services are concentrated in these settlements. Cities contribute significantly
to GDP, and there is a positive relationship between urban population growth and per capita GDP (OECD,
2015). Specifically, cities account for 55% of total GDP in low-income countries, 73% in middle-income
countries and 85% in high-income countries (UN-Habitat, 2016).

However, cities face environmental and socioeconomic problems that hinder achievement of Goal 11
(Make cities and human settlements inclusive, safe, resilient and sustainable). Moreover, as discussed
in chapter Il, these problems been major sources of infection and death in the COVID-19 pandemic. In
large cities and metropolises, sizeable groups of people live in poverty and with overcrowding. Although
the proportion of the population living in slums declined from 29% in 2000 to 21% in 2014, this progress
subsequently stalled in percentage terms. In absolute terms, the number of slum-dwellers increased
from 104.6 million to 114.2 million between 2014 and 2018 (UN-Habitat, 2020).
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Air quality in cities tends to be low, as reflected —conversely— by the rapid falls in concentrations
of key pollutants such as NO, and SO,, during lockdowns and the restrictions on activity at the start of
the pandemic (ECLAC, 2020d). Based on a sample of 15 cities in the region, it is estimated that the
health impacts of air pollution cost city-dwellers 15% of their income (Hidalgo and Huizenga, 2013).
Emissions of air pollutants are largely caused by greater use of private transport, which has increased
congestion, travel times, accidents and energy consumption, and has had significant effects on mortality,
morbidity, productivity and well-being. The time lost and fuel used because of urban congestion results
in costs estimated at between 2% and 5% of GDP depending on the country (Lefevre and others, 2016).
A complete transition to electromobility based on clean energy in the region would save US$ 30 billion
in public health-care costs by 2050, owing to the reduction in air pollution (UNEP, 2019).

The pandemic may accelerate the rise in the region’s already high motorization rate, as well as
putting pressure on the finances of transport companies during health restrictions, if people try to limit
their exposure by reducing use of public transport. In this context, it is more important than before to
transition to electromobility and improve infrastructure for non-motorized mobility (cycling and walking).

The concentration of capital and people in urban areas results in high dependence on infrastructure
networks, communications and transport systems, supply chains and public service connections to
safeguard the well-being of the population. The lack of land-use planning has hindered progress on
decisions about the best location of key infrastructure, both to reduce its exposure to natural disasters
and to promote sustainable and resilient growth. A dense city model can limit uncontrolled urban
sprawl and unplanned exponential growth of the sprawl, which tends to be on the periphery, eating
into agricultural land or exposing it to different risks.

In most of the region’s large cities, growth has taken place without planning: it has been driven by
migratory flows, informal land use, poorly regulated and often informal residential growth, and public
programmes in peripheral areas, resulting in high rates of segregation of residential areas according
to socioeconomic factors. Growing urbanization and its complexities, combined with those generated
by the pandemic, create opportunities for investment in new models of urban development, such as
green and smart cities (ECLAC, 2020g).

Cities can be mechanisms of redistribution and inclusion, acting as a regulator and guarantor
of equality for all segments of society, by providing access to the benefits of urban life through the
management of the externalities generated by city development. The New Urban Agenda, adopted by
the Member States of the United Nations in 2016, provides the framework for a new pattern of urban
development that aims to change the paradigm that guides policies, programmes and projects, and
chart a path for sustainable urban development.

In short, despite countries’ efforts, commitments on emissions reductions still fall short of climate
goals, unless there is very slow economic growth, which increases the risk of exposure to extreme events
and disasters. Although protected areas have increased, ecosystem degradation continues. Problems
persist with conservation and protection of the environment; it is therefore important to develop and
adopt technologies and behaviours to reduce the environmental footprint. Cities can play an important
role in such initiatives through their mobility, energy efficiency and waste management policies, as
discussed in chapter V. Responding to the challenge of climate change in Latin America and the
Caribbean represents a financial, economic, social, cultural, distributive and innovation effort, but it also
provides an opportunity for the region to move towards more sustainable and inclusive development.
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A. Inadequate progress towards the Sustainable
Development Goals (SDGs)

The analyses presented in the previous chapters on the health crisis caused by the coranavirus
(COVID-19) pandemic and its economic, social and environmental effects should alert the international
community to the risk that the targets of the 2030 Agenda for Sustainable Development may not be
met in the medium and long term. The data available can be used to analyse the evolution and project
the dynamics of a set of statistical series from the United Nations Global SDG Indicators Database,
including some additional indicators prioritized for the region by the Statitical Coordination Group for
the 2030 Agenda in Latin America and the Caribbean of the United Nations Economic Commission for
Latin America and the Caribbean (ECLAC) Statistical Conference of the Americas, ' accessible through
the Regional Knowledge Platform on the 2030 Agenda in Latin America and the Caribbean.?

As in 2019 and 2020, when ECLAC presented exercises in scenario simulations and trend projections
to 2030 for a selection of SDG indicators,3 new results are presented below for a larger number of
statistical series with information available for the region. These results allow the series analysed to be
classified according to the likelihood of the targets being met by 2030 on current trends, with and without
policy interventions. The analysis is performed at the level of statistical series for the indicators and not
the Goals; thus, for a given SDG, there may be indicators and series in different situations depending
on the thresholds set in the 2030 targets.

Although there are still gaps in the data that preclude an exhaustive analysis of all the targets of
the 2030 Agenda, the efforts made by the international and regional statistical community, and more
specifically by member States’ national statistical systems, have increased the availability of data for
producing the SDG indicators and allowed the analysis to be extended to a larger number of targets
than were covered by previous exercises. This effort has yielded the following findings:

e The number of series analysed increased from 72 in 2020 to 177 in 2021, with the analysis
expanding from 67 indicators in 2020 (26% of the total) to 110 indicators (42% of the total) with
sufficient information available in 2021.

e (Of the 177 series analysed, 119 were among the 150 indicators prioritized for the region. This
represents 53% of the indicators in the regional framework of SDG follow-up indicators for
Latin America and the Caribbean that were able to be projected with the information available.

e Al SDGs are covered by at least one of the series studied. Only two Goals, SDG 11 (sustainable
cities and communities) and SDG 13 (climate action), are covered by just one series.

e The exercise allowed trends to be assessed for 86 targets. Of these, 60 are targets covered by
the indicators prioritized for the region, of which they represent 65%.

Different types of situations have been categorized: (i) statistical series in the “green” group relate to
targets that have already been met or will be by 2030 on current trends, and (ii) series in the “yellow” and
“red” groups relate to targets which, on observed trends and considering the impact of the pandemic
on GDP growth, will not be met by 2030 without public policy interventions to accelerate the pace of
progress towards the target (yellow) or to reverse the observed trend (red).

T See ECLAC (2019a).
2 See ECLAC (2021a).
8 See ECLAC (2019b and 2020a).
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The results at the regional level show marked heterogeneity between the dynamics of the 177 series
analysed (see table IV.1). These dynamics can be divided into three thirds of roughly similar size. The
trend is positive for 32% of the series; in the case of another 32%, policy action is essential for the
targets to be met; and for the remaining 36%, the trend is one of stagnation or regression, making it
imperative to implement corrective actions to reverse it.#

Table IV.1
Latin America and the Caribbean: number of SDG indicator statistical series analysed,
by prospect of the targets they refer to being met by 2030

The target will be met only with public policy intervention
The target has been reached g y With pubic poTicy

or is likely to be reached The trend is in the right The trend is moving

n the current tren direction, but progress is too
Total R slow for the target to be met away from the target

(<
®

SDG 1 15 2 7 6
SDG 2 1 1 2 8
SDG 3 36 18 9 9
SDG 4 15 5 10 0
SDG 5 4 1 3 0
SDG 6 14 4 5 5
SDG7 5 3 2 0
SDG 8 14 3 4 7
SDG 9 8 3 1 4
SDG 10 16 3 2 11
SDG 11 1 0 1

SDG 12 10 3 1 6
SDG 13 1 0 0 1
SDG 14 2 1 1 0
SDG 15 7 3 3 1
SDG 16 4 0 2 2
SDG 17 14 6 3 5
Total 1717 56 56 65

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
Note: Fourteen additional statistical series relating to the indicators prioritized for the region have been included.

The effects of the pandemic are influencing the projections and scenarios proposed for most of the
series studied. The large negative change in GDP projected for 2020 will mean checks or reverses that
slow the pace of progress towards the targets set for 2030. Although pre-pandemic trends are expected to
reassert themselves in many cases over the coming years, this will not always be enough to make up lost
ground. Moreover, there is still great uncertainty about the long-term impacts of the pandemic in all areas of
development, meaning that this scenario may change in a way that makes the targets less likely to be met.
An initial qualitative approach to the issue is to analyse the measures implemented by the countries of the
region during 2020 to overcome the problems arising from the pandemic. The new global situation makes it
necessary to take urgent measures and assess the impacts of these actions. To support the follow-up and

4 Seeannex IV.A1 for a list of the series studied.
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monitoring of progress in the medium and long term, and in response to the request made by the Community
of Latin American and Caribbean States (CELAC), ECLAC has launched the COVID-19 Observatory in
Latin America and the Caribbean,® which compiles and presents information on the public policies that the
33 countries of the region have implemented to limit the impact of the COVID-19 pandemic and analyses
the economic and social effects that the pandemic will have at the national and sectoral levels.

These public policies are having a direct impact on efforts to meet the targets of the 2030 Agenda, in some
cases facilitating their achievement and in others slowing down the dynamics and national mechanisms
implemented by the countries of the region. To analyse the impact of these measures on the SDGs,
ECLAC and the think tank CEPEI (Centro de Pensamiento Estratégico Internacional) have assessed the
relationship between the type of measures implemented by the countries and the SDG targets in order
to provide a perspective that takes greater account of the situation caused by the pandemic.

The information on the measures was collected and analysed at the national and sectoral levels
by ECLAC through the COVID-19 Observatory in Latin America and the Caribbean. A joint effort was
undertaken with CEPEI to analyse the relationship of the pandemic-related measures taken in the
region with the 169 Goals of the 2030 Agenda and their effect on them.® The analysis included the
7 subject areas and 45 types of measures identified by the COVID-19 Observatory in Latin America
and the Caribbean’ to classify the actions taken by the countries of the region. Conceptual definitions
taking account of theoretical elements of the 2030 Agenda and the practical cases recorded by the
countries in the Observatory were also prepared.® This provided the means of establishing how the
2030 Agenda targets linked in with the different measures, classified by the thematic scope of each
of these measures and the time horizon of the expected impact and systematized according to their
possible effect, positive or negative, on the prospects of each of the targets being met.

Overall, the results show a strong relationship between the measures taken by the countries and the
whole of the 2030 Agenda, with an impact on an estimated 85% or more of the targets. Of the 45 types
of measures implemented, only 7 are restrictive measures aimed at reducing infections, while 38 seek to
reduce the social and economic harm caused by these restrictions, mainly in the economic, educational,
social protection and gender spheres. This suggests that, in some cases, mitigation measures will tend to
have a positive impact on the likelihood of attaining the 2030 Agenda targets, while restrictive measures
will slow down the attainment of these targets, at least in the short term. In some cases, a measure may
have positive effects on one target and negative ones on another in the context of a single Goal.®

Measures associated with restrictions (closure of public places, border closures and controls,
mandatory quarantines, school shutdowns, restrictions on economic activities) are linked to 94 of the
2030 Agenda Goals and may negatively affect 47.3% of them. The measures with the greatest impact
are those requiring isolation across entire countries, i.e., mandatory general lockdown measures that
have restricted inhabitants’ physical contact, mobility and activities in order to prevent the spread of
the disease, which have negatively affected 41% of the 2030 Agenda targets. The greatest impact
has been on the targets related to the eradication of monetary and multidimensional poverty and on
efforts to sustain steady economic growth, as they are hindering the creation of full-time and productive

5 See [onling] https://www.cepal.org/en/topics/covid-19.

6 The analysis was conducted by a multidisciplinary group between April and August 2020 and considered the 45 measures under which the actions
taken by the 33 countries in the region to address the COVID-19 pandemic are classified, as published in the ECLAC COVID-19 Observatory.

T See “Measures and actions at the national level” [online] https://www.cepal.org/en/topics/covid-19.

8 For the methodology used, see [online] https://agenda2030lac.org/sites/default/files/2020-12/methodology. pdf.

9 QOne example is general lockdown, which has a possible positive impact on target 14.1 (marine pollution) and a possible negative effect on target 14.b
(small-scale artisanal fisheries).
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employment and reducing the options for generating decent work for all (targets 8.1, 8.2 and 8.5 of SDG 8).
Restrictive measures are also having a negative effect on targets relating to universal access to basic
services (targets 11.1 of SDG 11 and 1.4 of SDG 1) and those concerned with food security, as they are
reducing the agricultural productivity of small farms and disrupting the smooth functioning of markets
for basic foodstuffs and their derivatives (targets 2.1, 2.3 and 2.c of SDG 2). Moreover, targets that
have to do with better implementation of the 2030 Agenda, such as those relating to the improvement of
countries’ statistical capabilities (target 17.19 of SDG 17), will also be affected by lockdown measures and
mobility restrictions, which prevent, for example, the usual statistical information collection procedures
from being carried out face to face.

As discussed in previous chapters, in addition to these restrictive measures, and as a way of
dealing with one of the worst economic contractions in the last 100 years, a large number of countries
have implemented mitigation measures that seek to reduce the indirect effects of the pandemic on
supply and demand and respond to the serious structural problems it has exposed, such as inequality,
low productivity and fragmentation of access to health and social protection. Most countries have
increased public investment and redirected fiscal spending, which has had a positive impact on
71 of the 2030 Agenda targets. For example, fiscal measures such as the deferral of tax payments and
reductions in the corporate tax base are expected to limit the ground lost on 17 targets concerned with
increasing the productive activities of micro, small and medium-sized enterprises. Likewise, measures
to increase employment protection and flexibility should help to prevent serious setbacks with 29 targets
relating to the goal of full and productive employment and a reduction in informal working. At the same
time, various social protection measures such as cash and food transfers to vulnerable populations,
guaranteed basic services and gender policies aimed at generating employment and income will have
a positive influence on 87 of the 2030 Agenda targets insofar as they aim at the reduction of inequality,
poverty and economic and social vulnerability and the narrowing of gender and ethnic and racial
divides, which have widened as a result of the pandemic.

The results of the exercise also show that it is not only mitigation measures that can have a positive
effect on the 2030 Agenda, but that some restrictive measures could also have a positive impact on the
likelihood of some targets being met, particularly those related to the environmental SDGs. Thus, the
decline in production activities and consumption may lead to lower levels of greenhouse gas emissions
and waste production and even improve the natural balance of saturated ecosystems. At least 27 of
the 2030 Agenda targets could be positively affected by environmental measures designed to curb
negative impacts on urban air quality (target 11.6 of SDG 11), reduce waste (target 12.5 of SDG 12),
raise awareness of the effects of climate change mitigation (SDG 13), reduce marine pollution from
land-based economic activities (target 14.1 of SDG 14) and promote the sustainable use of terrestrial
ecosystems by preventing the introduction of alien species and the trafficking and poaching of protected
species (targets 15.7 and 15.8 of SDG 15). Many of these restrictive measures correlate positively
with reduced exposure and vulnerability to economic, social and even some environmental disasters
(target 1.5 of SDG 1) and the management of national and global health risks (target 3.d of SDG 3).
The fact that some measures may correlate positively with the 2030 Agenda targets does not lessen
the negative effects of the pandemic in different areas and for sustainable development generally.
However, it does indicate that timely policy decisions can protect and strengthen actions that help
prevent progress towards some SDGs from being reversed.

Given the potential effects of the COVID-19 pandemic on progress towards implementing the
2030 Agenda across all dimensions of sustainability, the Inter-Agency and Expert Group on Sustainable
Development Goal Indicators agreed to analyse the global indicator framework in the context of the
pandemic to examine areas of high impact. It conducted the analysis at the indicator level, noting a
list of 73 unique indicators (out of the 231 in the global indicator framework) that are likely to be heavily
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impacted by the pandemic. As indicated in that study, it is too early to tell whether the changes brought
about by the pandemic are short-term or whether they will have a longer time horizon and thus a sustained
impact on the evolution of the SDG indicators and hence progress towards the 2030 Agenda targets.
Nevertheless, it is important to closely monitor a number of aspects of the 2030 Agenda in the region, not
only to determine how the pandemic has affected different areas but, even more importantly, to use this
information to address areas where progress may have stalled or there may have been a negative impact.

While this section presents only some results of the analysis conducted, the exercise as a whole
serves as an open-ended tool for countries and decision-makers to develop their own relationship
tables dealing with more specific measures that have been or are being implemented to address the
pandemic.'® This exercise can be used as a guide to determine how socioeconomic pandemic recovery
efforts can be oriented in such a way that they promote equity, resilience, sustainability and progress
towards the SDGs.

In summary, the results and analyses presented in this section reveal a worrying outlook for 2030,
with greater challenges than were identified a year ago. Although the statistical series studied appear
to be recovering, resuming trends consistent with the pre-pandemic scenario, the short-term setbacks
appear to be affecting the prospects for achieving the targets, making them unattainable in some cases.
For more than two thirds of the series, progress is inadequate to achieve the hoped-for results, and
efforts to date have been insufficient to ensure that the 2030 targets are met. This indicates a need to
advocate and implement public policies that address these issues in the time that remains. The risk of
the commitments deriving from the 2030 Agenda not being met highlights the urgency of implementing
public policies that respond to the demands created by these Goals in the difficult socioeconomic
context of the pandemic, as analysed in detail in chapter V.

Following a review of the trend of the whole set of SDG indicator series, the results for three selected
series are presented below.'! The projection models used are associated with the nature of the indicator,
the availability of secondary information that could be used to generate the scenarios and the robustness
of the available data. The projections of these indicators were arrived at using a panel data econometric
model, autoregressive models or models of the average annual percentage change in the indicator,
based on a review of the literature dealing with the phenomenon measured, descriptive statistics and
the selection of statistical significance tests. The methodology used allows a COVID-19 pandemic
effect to be introduced, with the impact on economic growth, measured by the GDP growth rate, being
taken as an explanatory variable. For this purpose, a drop of 7.7% in regional GDP was assumed for
2020, as indicated in chapter Ill, with this rate then being adjusted until the level of GDP is restored by
2030 (IMF, 2020). The evolution of extreme poverty is given special treatment, with various scenarios
analysed on the basis of assumptions about economic growth and inequality.

(a) The impact of the pandemic on extreme poverty and the outlook for 2030

As discussed in chapter Ill, ECLAC projects an extreme poverty rate of 12.5% and a poverty rate
of 33.7% in 2020. This would mean 209 million poor people by the end of 2020, 22 million more than
a year earlier. Of this total, 78 million people would be in extreme poverty, 8 million more than in 2019.
The increase in extreme poverty and poverty due to the pandemic have consequences not only in the
short term (2020-2021) but also for the prospects of achieving the Goals of the 2030 Agenda.

10 See ECLAC (2020b).
" The dynamics of a fourth indicator, greenhouse gas emissions, are analysed in chapter V.
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It is possible to estimate the level of extreme poverty in the region in 2030 by applying different
combinations of average household income growth and distributional change to the 2020 projections.
In a first scenario, in which per capita income grows by 1% per year and there is no change in income
concentration, extreme poverty would only fall back to 11.5%, an even higher rate than in 2019.

If the same annual per capita GDP growth rate (1%) is assumed but inequality is projected to fall by
the equivalent of a 1% annual decline in the Gini coefficient, the incidence of extreme poverty in 2030
would be 9.6%. This shows the importance of adopting policies that improve income distribution to help
reduce poverty, as a small reduction in the Gini coefficient translates into a fall of almost 2 percentage
points in the extreme poverty rate projected for 2030.

In contrast to what was observed until 2019, when a scenario of 5% annual per capita GDP growth
and a 1.5% annual fall in the Gini coefficient would have been sufficient to reach the 2030 target (which
for the practical purposes of the simulation is assumed to be 3%), in the post-pandemic environment
this scenario would leave the extreme poverty rate at 5.7% (see figure 1V.1).

Figure IV.1

Latin America (18 countries): extreme poverty rate under different scenarios for annual changes
in income distribution and annual per capita GDP growth, 2002—2020 and projections to 2030
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
Note: Weighted average of figures for the following countries: Argentina, the Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, the
Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.
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If even before the pandemic the goal of eradicating extreme poverty required higher GDP growth
and a faster decline in income inequality than have characterized the region in recent years, the current
situation has greatly increased the challenge. However, the positive impact of direct cash transfer
programmes in recent months shows the potential of this type of public policy action. If, as proposed
in chapter V, a policy of direct transfer of income (equivalent to one poverty line) from the richest decile
to the poor were implemented, poverty would be reduced even faster than if the historically observed
trajectory were to be maintained.

(b) Inadequate declines in unemployment by 2030

Given the importance of employment for poverty eradication, a simulation exercise for the dynamics
of the unemployment rate up to 2030 is presented below. The unemployment rate for persons aged
15 and over (SDG indicator 8.5.2) is the indicator adopted to monitor the target of full and productive
employment and decent work for all women and men, including for young people and persons with
disabilities, and equal pay for work of equal value.

The target value for this indicator is between 3% and 5%, which matches what is commonly understood
as the natural rate of unemployment consistent with the frictional aspects of the labour market. The
evolution of employment is closely related to the behaviour of output and investment. In addition, the
unemployment rate is a function of these and of the labour supply, represented by the economically active
population. Accordingly, the unemployment rate projections analysed consider these three variables
in different GDP growth scenarios: annual growth similar to that observed in the period 2011-2015; a
growth rate 10% higher or 10% lower than that rate; and a growth rate 20% higher or 20% lower than
that rate. ' As a consequence of the pandemic, a 7.7% decline in regional GDP in 2020 was considered
for the projections that include economic growth as an explanatory variable. For the following years,
this rate was adjusted to restore the level of GDP by 2030. This decline will be followed by an increase
in unemployment in the early 2020s, making the 2030 targets more difficult to meet.

Because growth was already too low before the sharp downturn in 2020 due to the pandemic, an
unemployment rate of around 5% by 2030 does not seem achievable. If current conditions continue,
it is unlikely that the unemployment rate for the population aged 15 and over will fall below 8%. This
could happen only if growth performance were to improve substantially and sustainably from recent
years’ figures. The situation is particularly serious in the case of the younger population (aged 15 to 24),
since under current conditions the unemployment rate for this group would be around 18% by 2030,
far above target (see figure 1V.2).

In sum, bringing the unemployment rate closer to the target will require a much improved performance
in terms of per capita GDP and investment growth. Growth policies should therefore be strengthened,
as should active labour market policies, as a way to improve the employment prospects of the active
population. These efforts could also help foster a more rapid recovery from the consequences of the
pandemic. In the case of women, policies should also seek to reduce the excessive burden of unpaid
work seen during the pandemic so that they can participate fully in the labour market.

12 Per capita GDP grew at a very low rate of 0.5% a year in this period, which meant that projections varied very little. This does not imply that this variable has
no influence on unemployment, but rather that if these levels of growth continued, the change in unemployment over the next decade would be very small.
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Figure IV.2
Latin America and the Caribbean: unemployment rate in the population aged 15-24 years, 2000-2030
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of United Nations, Global SDG Indicators Database [online]
http://unstats.un.org/sdgs/indicators/database/.

(c) The (in)efficient use of natural resources

The dominant “take, produce, consume and dispose of” linear production model is not conducive
to the efficient use of natural resources. This problem must be addressed before it becomes irreversible
and the resources that drive the region’s economies are depleted.

Domestic material consumption (DMC), which includes the raw materials a country extracts plus
imports minus exports of these materials, is a relevant indicator for monitoring the efficient use of available
natural resources. DMC describes the physical dimension of the economy’s processes and interactions.
It represents the amount of materials used within the economy that are transformed into emissions or
waste or accumulated as stocks, and is an indicator of local pressures in terms of materials used within
the economy itself. With regard to total DMC, figure IV.3 shows that Latin America and the Caribbean
experienced a significant increase between 2000 and 2017, when the figure rose from 5.374 billion
tons to 8.505 billion tons. This represents growth of 58% in total DMC.
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Figure IV.3
Latin America and the Caribbean: domestic material consumption, 2000-2030
(Millions of tons)
12000 1
11000 -
10000 A
9000 -
8000 1
7000 A
6000 A
5000 A
4000 A
3000 1
2000 +
1000 A
0

20047
2005
2006 T
2007
20

20

20

20

20

20

20

0
2021
2022
20231
2024
2025
2026
2027
2028
2029
2030~

2000
2001
2002 1
2003

Autoregressive integrated moving average (ARIMA) model
—— Growth rate 20% above rate used for projection
Growth rate 10% below rate used for projection
=== Projection
Growth rate 20% below rate used for projection
—— Growth rate 10% above rate used for projection
— Threshold

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of United Nations, Global SDG Indicators Database [online]
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To estimate the likely level of DMC per capita in 2030, a projection was made specifying some
alternative scenarios up to that year on the basis of the official historical data available for monitoring
this target. The model includes the GDP growth rate as an argument variable; this reflects the impact
of the COVID-19 pandemic in the form of a contraction in economic activity of around 7.7% for 2020,
and a gradual adjustment is assumed so that the level forecast is restored by 2030.

Regarding the estimates, figure 1V.3 shows that no significant changes in DMC levels are forecast
for the period 2017-2019, but that direct extraction is expected to have decreased in 2020 because
of the effects of the pandemic, leading to a 4% contraction in the pressure on materials. In the period
2021-2030, however, DMC levels for the region maintain the rising trend seen before the economic
downturn. According to the projection, DMC will reach around 9.4 billion tonnes by 2030, an increase of
76% from the year 2000. It should be noted that this trend remains unchanged in additional scenarios
in which the growth of the explanatory variable is 10% and 20% above and below the forecast.

It can be concluded from the projection that, if the pressure on natural resources continues at
this rate, it will be impossible to achieve a sustainable economic development model as proposed in
the 2030 Agenda. Tracking and analysing the behaviour of this indicator during a period of economic
contraction in which consumption patterns, national economies and international trade have altered
makes it easier to develop tools for informed decision-making in order to formulate public policies that
promote a transformative recovery.
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B. Strengthening institutions to cope with greater challenges

1. Mechanisms for implementing and monitoring the 2030 Agenda

The region’s countries have acted in two areas in response to evidence of slow progress towards the
SDGs, further exacerbated by the socioeconomic effects of the pandemic: the creation or upgrading
of institutional arrangements for the implementation and monitoring of the 2030 Agenda, and the
mainstreaming of the SDGs in national development plans or the alignment of these plans with the Goals.
As of 2019, 27 of the 33 countries in the region had created an institutional mechanism for implementing
and monitoring the 2030 Agenda or delegated these tasks to an existing institutional structure.'® As
of December 2020, new countries had joined this process while others that already had mechanisms
in place had modernized them (see tables V.2 and V.3 for detailed information on Latin America and
the Caribbean, respectively).

Table 1V.2
Latin America: coordination mechanisms for implementation and follow-up of the 2030 Agenda
for Sustainable Development, 2020

Country Coordination mechanism Ad hoc? Modified®
Argentina National Council for the Coordination of Social Policies
Bolivia (Plurinational  Inter-Agency Committee for the Economic and Social Development Plan and Sustainable v
State of) Development Goals
Brazil Government Secretariat of the Office of the President
Chile National Council for Implementation of the 2030 Agenda for Sustainable Development v v
Colombia High-Level Inter-Agency Commission for the Preparation and Effective Implementation v
of the Post-2015 Development Agenda and Its Sustainable Development Goals
Costa Rica High-Level National Coordinating Committee for the Sustainable Development Goals v v
Cuba National Group for Implementation of the 2030 Agenda for Sustainable Development v v
Dominican Republic  High-Level Inter-Agency Commission for Sustainable Development v
Ecuador “Planifica Ecuador” Technical Planning Secretariat
El Salvador Technical and Planning Secretariat of the Office of the President and the Ministry of Foreign Affairs
Guatemala National Council for Urban and Rural Development
Haiti Ministry of Planning and External Cooperation
Honduras National 2030 Agenda Commission for the Sustainable Development Goals v
Mexico National Council for the 2030 Agenda for Sustainable Development v
Panama Inter-Agency and Civil Society Commission for the Support and Follow-up v
of the Sustainable Development Goals
Paraguay Paraguay 2030 Sustainable Development Goals Commission v v
Peru National Centre for Strategic Planning
Uruguay Office of Planning and the Budget, Office of the President

Venezuela (Bolivarian
Republic of)

Council of Vice-Presidents and Inter-Agency Coordination Group

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official information from the countries.
@ Mechanisms created exclusively to implement and follow up the 2030 Agenda for Sustainable Development.
b Mechanisms modified since the preparation of the 2019 voluntary national review for the High-Level Political Forum on Sustainable Development.

13 See ECLAC (2019c).
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Table IV.3
The Caribbean: coordination mechanisms for implementation and follow-up of the 2030 Agenda
for Sustainable Development, 2020

Pais Mecanismo de coordinacion Ad hoc? Modificado®
Antigua and Barbuda Ministry of Foreign Affairs, International Trade and Immigration v
Bahamas Sustainable Development Goals Unit, Office of the Prime Minister v
Barbados Ministry of Finance, Economic Affairs and Investment
Belize Ministry of Sustainable Development, Climate Change and Disaster Risk Management
Dominica Ministry of Economic Affairs, Planning, Resilience and Sustainable Development,

Telecommunications and Broadcasting
Grenada Technical Working Group, National Sustainable Development Plan 2020-2035¢
Guyana Ministry of Finance
Jamaica National 2030 Agenda Oversight Committee v
Saint Kitts and Nevis Ministry of Sustainable Development
Saint Lucia National Coordinating Mechanism for implementing the 2030 Agenda and the 17 SDGs v
Saint Vincent and Ministry of Finance, Economic Planning, Sustainable Development
the Grenadines and Information Technology
Suriname NR
Trinidad and Tobago Ministry of Planning and Development v

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Regional Observatory on Planning for Development in Latin America
and the Caribbean [online] https://observatorioplanificacion.cepal.org/en and Caribbean Development Portal [online] https://caribbean.eclac.org/.

Note:  NR: not reported.

@ Mechanisms created exclusively to implement and follow up the 2030 Agenda for Sustainable Development.

b Mechanisms modified since the preparation of the 2019 voluntary national review for the High-Level Political Forum on Sustainable Development.

¢ The Government has proposed the creation of a Sustainable Development Institute with responsibility for overseeing the 2030 Agenda.

In the first area, the Plurinational State of Bolivia warrants mention, having established an Inter-Agency
Committee for the Economic and Social Development Plan and Sustainable Development Goals
(CIMPDS), coordinated by the Ministry of Development Planning. This Committee is responsible for
action to move towards attainment of the goals of the Economic and Social Development Plan and the
SDGs. As regards the modernization of institutional arrangements, there have been major changes in
Chile, Costa Rica and Paraguay, for example, where the changes have been aimed at incorporating new
actors into the mechanisms and promoting the creation of inter-agency and multi-stakeholder working
groups to advance the implementation of the 2030 Agenda. In Chile, the institutional framework has
been redesigned to make it stronger and expand its impact;'* the most important changes include the
incorporation into the coordination mechanism of the Ministry of the General Secretariat of the Office of
the President (SEGPRES), given its role as interministerial coordinator; the creation of an intersectoral
group; the mandate for this mechanism to propose a 2030 Agenda implementation strategy to be
approved by the country’'s President; and the creation of a National 2030 Agenda Network that is
establishing contact points in each State body. In the same vein, Paraguay has updated its mechanism
to broaden and strengthen it; in particular, it has created a High-Level Steering Council that includes
the legislative and judicial branches and two companies, ltaipu Binacional and Entidad Binacional
Yaciret4a. The country has also mandated the creation of a multisectoral working committee with the
participation of civil society, academia, the private sector and international cooperation agencies, a
strategic planning committee, a monitoring committee and, lastly, a committee for the localization of the
SDGs. In Costa Rica, the Ministry of Human Development and Social Inclusion has been incorporated
into the High-Level National Coordinating Committee for the Sustainable Development Goals. For its

4 Decree No. 67 of 2 May 2019.
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part, Brazil has dissolved the National Committee for the Sustainable Development Goals set up in
2016 and given responsibility for monitoring this and other processes to the Government Secretariat
of the Office of the President.™®

2. Incorporation of the 2030 Agenda and SDGs into planning

(a) National development plans and the 2030 Agenda

Since mid-2019, eight countries have produced new development plans, some of them medium-term,
owing to the start of cycles of government, and others long-term. With regard to long-term planning,
the region has continued to make progress in the development of visions and plans, and 18 countries
had long-term development plans as of December 2020, many of them running up to 2030 to match
the time frame of the 2030 Agenda, but others looking as far ahead as 2050 (see figure 1V.4). In
Uruguay, for example, the Office of Planning and the Budget coordinated the document Aportes para
una Estrategia de Desarrollo 2050 (“Contributions for a Development Strategy to 2050”), launched in
late 2019, which sets out to provide an overview of the country’s development until the middle of this
century; this instrument includes the creation of the mechanisms necessary for society as a whole to
take ownership of its objectives.'® Other long-term instruments developed in this recent period include
Guyana’s Green State Development Strategy and Grenada’s National Sustainable Development Plan
2020-2035. All three refer to the 2030 Agenda and the SDGs as part of the development process.

Figure IV.4
La%in America and the Caribbean: time frames of long-term development plans, December 2020
Barbados 2020 |
Peru 2021
Saint Vincent and the Grenadines : 2025
Bolivia (Plur. State of) ‘ 2025 |
Dominica : 2030
Panama 2030
Trinidad and Tobago ] 2030 ]
Paraguay 2030 |
Haiti 2030 |
Belize 2030 |
Honduras 2030 |
Dominican Rep. 2030 |
Jamaica 2030 |
Guatemala 2032
Grenada 2035 ‘
Bahamas ‘ ‘ 2040 |
Guyana ‘ ‘ 2040 | ‘
Uruguay : : ‘ 2050 |
' 2020 2030 2040 2050

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Regional Observatory on Planning for Development in Latin America
and the Caribbean [online] https://observatorioplanificacion.cepal.org/en.

15 After the Committee was dissolved, Decree No. 9980 of 2019 made coordinating actions to implement the 2030 Agenda one of the functions of the Government
Secretariat of the Office of the President (article 15). This was subsequently repealed and replaced by Decree No. 10591 of 2020, which grants new responsibilities
to the Government Secretariat of the Office of the President; however, this new decree makes no mention of the 2030 Agenda or the SDGs.

16 See OPP (2019).
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The Bolivarian Republic of Venezuela, Brazil, Mexico, Panama and Saint Lucia formulated
medium-term plans (instruments associated with new periods in the cycle of government) during this
stage (see table 1V.4). The planning instruments of the Bolivarian Republic of Venezuela, Panama and
Saint Lucia recognize the 2030 Agenda and the SDGs as the framework for development and also
include exercises linking their strategic objectives or guidelines to the SDGs. Saint Lucia’s plan explicitly
states that the development of the instrument was influenced by the SDGs and, accordingly, the targets
set as key result areas show how national goals align with the global ones. Furthermore, this alignment
allows targets and associated indicators to be integrated into the monitoring and evaluation framework
of the strategy. The Bolivarian Republic of Venezuela’s plan sets goals aimed at building partnerships
for the attainment of the SDGs and at strengthening the statistical system for the purpose of monitoring
these global Goals. In addition, its plan incorporates the SDG targets and indicators that are part of the
national statistical system. In the cases of Brazil (Pluriannual Plan 2020-2023) and Mexico (National
Development Plan 2019-2024), on the other hand, there is no explicit mention of the 2030 Agenda or
exercises linking the plans to the SDGs.

Table IV.4
Latin America and the Caribbean: new national development plans, December 2020

Mention of the 2030 Agenda

Count Plan for Sustainable Development Linkage of goals Linkage of goals to SDG
v and the Sustainable to the SDGs targets and indicators
Development Goals (SDGs)

Brazil Pluriannual Plan 2020-2023 - - -

Grenada National Sustainable Development Plan 4 v -
2020-2035

Guyana Green State Development Strategy v v -

Mexico National Development Plan 2019-2024 - - -

Panama Strategic Plan of Government v v -
2020-2024

Saint Lucfa Medium Term Development Strategy v v v
2020-2023

Uruguay Contributions for a Development v - -
Strategy to 2050

Venezuela Homeland Plan 2019-2025 v v v

(Bolivarian

Republic of)

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Regional Observatory on Planning for Development in Latin America
and the Caribbean [online] https://observatorioplanificacion.cepal.org/en.

(b) Planning and lead planning institutions in the formulation of pandemic
response measures

The effects of the pandemic in Latin America and the Caribbean and the world have revealed
weaknesses in the ability not only of health-care systems but of the entire public apparatus to anticipate
and respond comprehensively to social needs and deliver public goods and services with the flexibility,
immediacy, effectiveness, relevance, openness and transparency that the emergency has required.
Notwithstanding that the role of the State has been recognized and that it is primarily in the public sphere
that the response to the emergency and the impetus for post-pandemic recovery has to originate, public
action to deal with the emergency has revealed limited coordination between institutions, sectors and
levels of the State, a lack of interoperability between public information systems and disconnection
from statistics, a failure to pursue a comprehensive policy approach, and a lack of spaces for citizen
participation in the design and implementation of policies to respond to the emergency. All this has led
citizens to question public leadership and the actions of State institutions, further undermining already
depleted trust and limiting, in some cases, the effectiveness of measures.
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Faced with the levels of complexity in the global and regional environment generated by the pandemic,
the challenge for planning is to anticipate and provide for actions to solve public problems flexibly and
innovatively within a long-term time frame by means of actions that are coordinated between sectors
and between different levels of government and with strong participation by all development actors
and adequate levels of transparency and systematic public accountability. Essentially, the challenge
is for institutions, instruments and practices to be flexible enough to adapt and respond quickly and
effectively to the volatility and dynamism of economic, social and environmental phenomena without
losing sight of development objectives and without allowing short-term economic difficulties to deralil
structural changes.

Itis urgent for these challenges to be overcome, since the implementation of post-pandemic recovery
measures could come up against similar difficulties if planning systems and public management are
not strengthened with increased prospective and strategic planning capacities, the ability to produce
interoperable and up-to-date statistical and administrative information, results-based budget management
and a systematic practice of evaluating State interventions, with efforts to foster innovation and collaboration
between institutions, sectors and social actors in order to anticipate needs and solve public problems.

A recent study on Central America, “Centroamérica frente a la COVID-19: lecciones y desafios
para la planificacion, el gobierno digital y la gobernanza” (Enriquez Villacorta, 2020), concludes that, in
general, the institutions in charge of planning have not played a central role in the design of measures
to respond to the emergency. Measures have been designed by particular sectors (health, the economy
and finance, social development) in their own areas of responsibility; comprehensive actions have
been lacking. Furthermore, the study points out, neither have the lead planning institutions played a
role in monitoring measures or in providing feedback on decision-making processes. This conclusion
refers to the creation of ad hoc mechanisms for following up on measures without any coordinating
role being assigned to the lead planning authorities, and to planning systems whose capacities have
been weakened and which are vulnerable to changes deriving from cycles of government, precluding
continuity in policies aimed at achieving long-term development goals.

In the Central American Integration System (SICA) subregion, with the exception of Costa Rica,
the Dominican Republic and Panama, the lead institutions for planning do not have ministerial rank,
but are attached to the Ministry of the Presidency or Office of the President in the form of a secretariat
(Guatemala), a council (Nicaragua), a directorate (Honduras) and a technical secretariat (El Salvador).
In South America, the lead planning institutions have also undergone changes in the last five years,
particularly in Ecuador (the current Technical Planning Secretariat, “Planifica Ecuador”, comes under
the Office of the President), Brazil (the planning function is split between the Ministry of the Economy,
under the Secretariat of Public Policy Evaluation, Planning, Energy and the Lottery, and the Ministry of
Regional Development) and Argentina (the current Department of Planning and Territorial Coordination
of Public Works comes under the Ministry of Public Works).

Another of the issues brought out by this study is the lack of coordination between sectors and
levels of the State, which was plain to see when national authorities took measures (quarantines, the
introduction and lifting of partial and total lockdowns, social protection measures and the provision of
food supplies for the subsistence of the most vulnerable) and formulated policies without consulting
with subnational governments. In some cases, these measures actually ran counter to what had been
requested by these governments, resulting in tensions and a failure to take advantage of local perspectives
and capabilities. The result was citizen protests and mobilizations in Brazil, Chile, Colombia, El Salvador,
Mexico, Panama and the Plurinational State of Bolivia, among other countries.

Lastly, citizen participation has been neglected. Most measures have been designed and implemented
without arrangements for involving business associations, academia or the private sector that could have
provided information, innovation and financial resources and, above all, lent legitimacy to the process,
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supporting an effective strategy of communication with citizens, as happened in New Zealand, where
social networks were used extensively and youth was involved as a form of support.

Development planning is a powerful tool available to the State to coordinate a resilient and sustainable
post-pandemic transformation process, aligning sectors, actors and levels of government around a
collective long-term vision for the country. Accordingly, it is essential to maintain the planning and public
management capabilities and leadership of the State and to ensure that the institutions forming part
of national planning systems play an active role in the design and implementation of public policies to
achieve this objective.

(c) Aligning national budgets and the 2030 Agenda

The public budget is an essential development tool, as it is the financial expression of the strategic
choices made in State management. To achieve the objectives of a planning process, it is necessary to
estimate the budget required for it to be feasible and to identify the sources of financing. This is called
plan-budget linkage. The countries of the region are aware of the importance of this linkage, since in
their voluntary national reviews a number of them have presented exercises associating the SDGs with
the national budget. In all cases, however, these exercises have been subsequent to budget allocations,
and they do not describe mechanisms that would allow the SDGs to be considered in budgeting.

A noteworthy case is that of Uruguay, where, since 2010, the process of preparing the national budget
has involved the identification of 18 programme areas including budget programmes disaggregated
into institutional objectives and then into objectives of executing units (OPP, 2018). In 2016, the Office of
Planning and the Budget (OPP) identified the SDG targets that fell within the different levels of objectives
indicated and developed a matrix of relationships that allows programme areas to be associated with the
SDGs and their targets, creating a basis for estimating the expenditure associated with the attainment
of each of the SDGs. These results provide useful inputs for greater linkage between the SDGs and
national planning and budgeting, and in the incorporation of the SDGs into the strategic planning of
ministries and other public bodies.

In general, association exercises carried out by the countries have varied considerably in the progress
made and the approaches adopted, and have employed different meth