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Dialogue and institutions for long term 
policies in Latin America and the Caribbean

• In 2011 the Asian Develpment Bank published a study Asia 2050: 
Realizing the Asian Century. The objective: to take the actions needed
to maintain momentum forward towards the following 40 years. 

– The pessimist scenario is that Asia would follow the path of Latin America and the
Caribbean of the last 30 years and would fall in the middel income trap!

–
– Latin America and the Caribbean is presented as a poorly dynamic region, with

low levels of investment, modest growth of productivity, timid in carrying out long
term projects, excessive inequality and lack of pragmatism in debates about the role 
fo the State and the market dominated by ideology.  

• The lack of spaces for strategic thinking, planning and execution of 
long term programmes is one of the main obstacles to overcome the
long term structural tendencies that characterize Latin America and the
Caribbean to advance towards a better future of production and work! 



The three priority areas of work of 
the ILO in the region since 2015

1) Productive Development Policies
(PDPs) for inclusive growth with
more and better jobs.

2) Promotion of formalization

3) Respect and application of 
international labour standards (ILS) 
and national labour legislation
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I. Backwardness in 
productivity and 

productive development 

Low and heterogeneous productivity and slow 
and non-diversified productive development: 
– “The Tragedy of LAC” IADB
– ”The Achilles` Heel of regional development” 

– ECLAC-CEPAL



The future of employment depends on 
the future of production!

• ¿Where will quality jobs going to come from? 
– From a ”growth model”  …

• More sustained, inclusive and sustainable (Objective 8 –
SDGs)

• With more dynamic and diversified growth engines!
• With stronger traction on labour markets!

• ¿How to achieve this?
– It is Productive Development Policies (PDPs) where 

the main toolkit lies
– Backwardness can be overcome with PDPs!
We should be worried not so much about the new technologies, but 
about the old technologies that characterize much of the productive 
apparatus of the region! 



The productivity challenge in LAC

• Average productivity is 50-55% that of the United States
• Most countries are not closing the gap, the gap is widening
• Large differences in productivity between sectors and 

regions (“Structural Heterogeneity”)  
• Half of employment is still informal and 7 out of 10 jobs 

created in the last 15 years have been informal 
• Structural transformation has not managed to move 

sufficient number of workers from low-productivity/low 
wage sectors/activities to high-productivity/high wage 
ones. (Rodrik & McMillan, 2012).

• Exports are concentrate in a few commodities
• Huge gaps in innovation, education and labour force skills



Latin America and Asia: productivity growth, 
1980-2010



Typology of structural gaps in 
productivity

• Between regions or territories (urban-rural, etc)
• Between sectors
• Between exporting and local companies
• Between formal and informal enterprises 
• Between enterprises of different sizes: large, medium, 

small, microenterprises. 

The gaps underline the importance of giving 
direction to and accelerating economic 
transformation and structural change

All these gaps are associated with the characteristics 
of human capital and its level of qualification



Structure of Employment 

Nota: se ha omitido en el gráfico el trabajo doméstico (5%) y los trabajadores 
con tamaño de empresa desconocido.
Fuente: OIT (2015). Panorama Laboral Temático: Pequeñas Empresas, Grandes 
Brechas.

Predominance of M&SE in employment and low level of 
employment in medium sized enterprises (LAC 2013)
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• Structure of 
employment
- Own account workers:  

28%
- M&SE: 47%
- Medium & large

enterprises: 19%

• “Missing middle” 
 Very small
concentration in medium
sized enterprises

• Insufficient productive
development
 Cause of slow
productivity growth



LAC countries are in the
“middle income trap”

• Situation of low economic growth in which a 
middle income country cannot compete 
internationally in standardized labour intensive 
products because its wages are relatively high, 

• But neither can it compete in high value added 
activities at a high scale because its 
technological capabilities and productivity are 
insufficient to compete with the more advanced 
countries. (Lee 2013; Paus, 2017). 



Backwardness can be overcome:                  
5 Roads to the growth of productivity

• Productivity improvement policies within sectors and enterprises
– Policies to promote technological learning (adoption + innovation)
– Investment in human resources and skills (know how)
– Upgrading within sectors and value chains 
– Cluster development policies, export promotion, iinternationalization

• Policies to promote the emergence of new enterprises and industries
– Improvements in the entrepreneurial ecosystem (start ups, incubators)
– Investment attraction

• Policies to promote structural transformation…
– Toward higher, not lower, productivity activities
– New investments

• Policies to promote more employment in medium sized and large 
enterprises  

– Eliminate obstacles to the growth of enterprises 
– Cluster policies can be helpful

• Formalization policies:
– Formalization can boost productivity growth because productivity is higher in the 

formal economy than in the informal economy. 



II. Modern PDPs for transforming 
economies

There cannot be 
a better future of 
work without a 
better future of 
production!

LAC needs ALC 
to increase its
productivity and 
ignite new 
engines of 
growth



Productive Development Policies (PDPs) today

• The need for industrial policies of PDPs is now widely recognized.        
The conversation now is not whether to have PDPs or not but how          
to do them:

– Chang (2009); Cimoli, Dosi, Stiglitz (2009); Stiglitz & Yin (2013); Rodrik (2007); Mazzucato (2013); BID 
(2014); Hausmann, Rodrik, Sabel (2008); Salazar-Xirinachs at al (2014)

• Also widely recognized is the need to develop smart forms of public-
private cooperation. Why? Fundamental reasons:

1) “Need to aggregate information”: nobody has all the information                                    
(PS + PS + Workers + labs + innovation centers +…) = CLUSTER

2) “Existence of strategic uncertainty”: Nobody knows exactly what needs to be 
done, it has to be a process of collective discovery and construction (identify 
problems, prioritize them, design solutions, implement them, correct course)

3) Make long term policy, state policy, not limited to one administration

• New concept of “market governance”– 2 advantages:
– Overcomes the old, sterile, ideological debate about State vs Market.
– It focuses on the practical: The objective is to solve problems, promote processes 

of “discovery” and accelerate productive learning and the growth of productivity. 
(Hausmann y Rodrik (2003); IADB (2014), etc.)



What are PDPs?

• Deliberate interventions to increase the
general productivity of the economy
(horizontal policies), or that of specific
sectors, clusters, regions, or enterprises
(vertical policies), to induce a change in the
sectoral composition of output, accelerate
learning, promote linkages, or enter into
new industries and markets. 

• A concentrated and coordinated effort to 
achieve productive development and 
transformation objectives. Spaces for 
strategic thinking and action at the national, 
sectoral and regional levels.



Macro or
Economy-wide

 Enabling environment for
sustainable enterprises (eg
EESE)

 Entrepreneurship
development policies, 
entrepreneurial ecosystem
(SIYB, incubators, etc)

 Education and training policies
(VTIs, CINTERFOR)

 Science and technology
policies

 Infraestructure
 Credit

The domains of Productive Development Policies:

Enterprise domain

 Good management
and working
conditions (eg SCORE)

 Variety of Business 
Development Services

 Access to resources
 Qualified workers
 Finance (credit, risk

capital)
 Physical and Natural 

Resources: energy, 
land, infrastruct.

 Labour Relations

PRODUCTIVE TRANSFORMATION/DIVERSIFICATION

Sectorial/Regional

 Productivity of 
enterprises in 
sector/region

 Promotion “clusters” & 
beneficial integration
into value chains

 Sectoral Policies for
skills development, etc

 Promotion of innovation
and technological
upgrading in selected
sectors (“strategic bets”)



Cutting edge areas in PDPs
The institutions for productive development

• What is the best way to organize public-private cooperation to discover 
problems and work on solutions? 

• How do countries accumulate productive capacities? 

• How do institutions accumulate Technical, Operational and Political (TOP) 
capacities?

• How to deal with the challenge of having efficient public to public coordination 
and cooperation within the public sector? 

• How to identify sectors worth supporting and decide over the competitive 
bets with maximum possibility of success? 

• What mechanisms to use to promote more collaboration and protect from the 
risk of capture? 

• How to best link PDPs with employment policies and skills development 
policies? 



III.  The technological 
revolution, labour 

competencies and productive 
development



New wave of technological changes:
The 12 technologies with the largest potential impact from a list of 100

according to McKinsey:

1) Internet & ICTs
2) Cloud technology
3) Internet of Things & “Big Data”
4) Automatization of knowledge 

work & Artificial Intelligence 
5) Advanced robotics
6) Additive Manufacturing & 3D 

Printing
7) Genome &  bioprocesses
8) Energy Storage
9) Autonomous vehicles
10) Advanced materials
11) Advanced exploration of oil and 

gas 
12) Renewable energies

• All are having massive economic and social 
impacts in business models, and in the way 
humanity works, innovates, lives, interacts, 
studies and is educated.

• The convergence of some of them is generating 
a new productive paradigm

McKinsey Global Institute (2013) Disruptive Technologies: 
Advances that will transform life, business and the global 
economy. 

• .



Four key themes in the conversation about the impacts
of technology in the world of work

Dynamics 
of job

creation
and job

destruction

New 
production
paradigm. 

Industry 4.0

Risk of 
increased
inequality

Acceleration 
of the demand 
for new skills 

and in 
obsolescence 

of existing 
skills 
Skills Development Agenda 

Productive Development Policies



Agenda Talento Humano
La gestión de RH y la revolución digital

• LAC is one of the regions in the world with the lowest skills levels

• Digitalization of the economy demands a new worker profile: 21st Century skills!

• In the race between education & training and technology, technology is
permanently challenging education and vocational training systems to keep up to 
date and to anticipate the changes

The four themes point to the need of a                 
New Skills Development Agenda



10 lines of work to reinvent and strengthen 
vocational training systems in LAC

1. More effective pedagogic methodologies and approaches, based on
evidence of what works, such as dual education or quality
apprenticeships in workplaces. 

2. More alignment of vocational training not only with the needs of the private sector 
and enterprises, but with productive development and investment attraction
policies. 

3. Promote lifelong learning and better articulation between formal education and 
vocational training. 

4. Anticipate training needs with a forward looking vision 
5. Good systems of skills certification and recognition
6. More attention to entrepreneurship and to the articulation of vocational training 

with entrepreneurial eco-systems 
7. A focus on the so-called 21st Century Skills. 
8. More articulation with active labour market policies and attention to vulnerable 

groups. 
9. Experimentalist management and governance to discover and identify problems 

and come up with flexible and well adapted solutions
10.Do all of the above on the basis of social dialogue.  



IV. Mechanims and institutions of 
social dialogue for productive 
development and productivity  

Experiences and lessons



Realms and themes of Social Dialogue 
Mapping of institutions to solve collective action challenges

For macroeconomic
stabilization.

Objectives: negotiate
macroeconomic pacts of 
packages (distributive
impact) 

Examples:
• Exchange anti-cyclic

policies or more generous
social transfers for limits in 
wage increases or “peace” 
in labour relations, or
absence of strikes and 
mobilizations.

• Usually initiated in 
moments of 
macroeconomic crisis 
(inflation, currency crisis, 
financial crisis, recession)

For productive development
and productivity growth

Objectives: increase exports, 
investment, innovation, 
productivity. Skills development. 

Examples:
• Productivity Councils – Chile, Mex
• Competitiveness, Innovation and 

Humant Talent Councils –
Colombia, Costa Rica 

• Executive Tables – Perú
• Cluster Associations - Basque

Country
• Camaras Sectoriais, Brasil
• Sectoral skills councils

These are long term processes to 
achieve common objectives. 
Confrontational attitudes should be put
aside, they are different dynamics.

For labour policies

Objectives: negotiate wages, 
labour conditions, labour
rights.

Examples:

• Labour Councils

• Minimum wage councils

• Dialogue roundtables



Clusters as a form of Social Dialogue–
The Autonomous Community of the Basque Country

Clusters:  A powerful instrument for promoting 
productivity,  linkages, formalization, innovation, 
internationalization.
• In 2010 there were  + 130 cluster development programs  in 31 

european countries (European Cluster Observatory)

• In 2010, the US SBA launched  + 40 clusters in the country

• In the Autonomous Community of the Basque Country, cluster 
development policies have been a key ingredient of PDPs, with great 
success.

Functions of cluster initiatives: 

 Overcome coordination obstacles and facilitate public-private cooperation 

 Make the provision of public goods more efficient

 Promote the design and execution of cooperation projects among cluster 
member enterprises and among these and other members.

 Accelerate technology transfer and increase innovation

 Invest in cluster-specific human talent and solve skills-mismatches.



V.  The support of the Office 
to constituents in the area 

of PDPs for inclusive growth 
with more and better jobs 

.



ILO: services offer

• Services for the promotion of sustainable enterprises:
– Evaluations of the enabling environment (EESE methodology)
– Productivity and labour relations (SCORE)
– Promotion of entrepreneurship (KAB, WED, GETAHEAD, etc)
– Support to SMEs 
– Policies for social upgrading of value chains

• Services in the area of Vocational Training
– Anticipation of skills demands, technological

prospection
– Certification and Qualification Frameworks
– New technologies for education
– Institutional Strengthening – VTIs diagnostics
– Support to countries in continuous education or life-

long-learning strategies
– Capacity building of world of work actors to participate

in workforce development strategies. 
– Updating of occupational structures, valuation.



Services to improve understanding of PDPs 
and their implementation

PDP Diagnostics
and lessons

“Panorama” and  
“Disentangling the 
Technology of success”

Studies

Understanding PDPs 
governance

“Experimentalist
Governance”

Cluster Development
Policies

Cluster development and 
operations manual

¿What are the best ways to organize public-private 
cooperation to discover problems and come up with 
solutions? 
The new approach to PDPs:  The role of the State is to 
promote and facilitate discovery processes in cooperation 
with enterprises and other agents. 

Bipartite social dialogue
activities and “PDP for 
Employment” Course

Support to the participation of constituents in institutions for coordination and 
formulation of PDP and productivity growth policies



Technical Report Series of the ILO 
Regional Office

http://www.ilo.org/americas/sala-de-prensa/WCMS_538231/lang--es/

http://www.ilo.org/americas/sala-de-prensa/WCMS_538231/lang--es/


Recapitulation: Five Thesis
• Thesis 1:  “Without a better future of production there cannot be a better                

future of work”

• Thesis 2: PDPs is where the main toolbox lies to influence the patterns of growth 
and employment to make growth more sustained, inclusive and sustainable.

• Thesis 3: Education, vocational training, productive development, trade, investment 
and employment policies cannot work independently. Neither can macroeconomic 
policy. Coherence and coordination among them is required. Economic growth and 
productivity are the product of all of them acting in mutually reinforcing ways. 

• Thesis 4: Skills is the connecting thread linking the creation of productive 
capacities; enterprise competitiveness and sustainability; employability; the
potential for growth to be higher, more diversified, more sustained, inclusive and 
sustainable; as well as successfully addressing accelerated technical change and 
the achievement of full and productive employment..

• Thesis 5: Effective PDP require institucional spaces for developing and 
implementing widely shared long term visions. It is a type of social dialogue and 
strategic governance based on colaboration to solve collective action problems. 
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