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EMEs Hard Hit by Covid:
LATAM in Particular



Heterogeneity: 
Fiscal Space to Institutional Capacity

Source: Vegh and Vulletin, 2018Latin America: Central Government Debt as Share of GDP, 2019, Statistics



Weak Economic Structure: 
Informality and Tiny Firms

Alfaro, Becerra, Eslava (2020)

Presenter
Presentation Notes
High informality and prevalence of microenterprises
Low organizational capital makes them more flexible and with weaker cash flows than formal firms and jobs: 
more vulnerable but also faster to recover
Firms and workers in EMEs also have lower capability for working at home.
On top of these vulnerabilities, many countries in the region implemented some of the longest-lasting and most strict blanket lockdown measures.




Jobs and Income at Risk: Colombia
(Alfaro, Becerra, Eslava, 2020)

Alfaro, Becerra, Eslava (2020)

Blanket lockdowns and idiosyncratic demand losses: 
50% of  jobs and 30% of  value added at risk under the Colombian structure, vs. 8% and 
3.7% under the US structure.
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Blanket lockdowns and idiosyncratic demand losses: 
50% of jobs and 30% of value added at risk under the Colombian structure, vs. 8% and 3.7% under the US structure.




Role of  Shocks
(Alfaro, Becerra, Eslava, 2020)

The difference is explained by informality and tiny businesses
2/3 of  effect due to lockdown, 1/5 to IO linkages. 
Minor role of  demand effects.



Recovery in the Formal Sector has been Slower 



Sustainability: Medium Term
Informal Sector

OIT 



Recovery: Labor Force Participation and Gender



Sustainability: Medium Term
Education: Another Lost Decade

WB, Human Capital Index, 2018



But in General: 
Low Productivity, Underperformance
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A Spectre is Haunting —
The Spectre of Inflation

Presenter
Presentation Notes
A spectre is haunting Europe — the spectre of communism



Sustainability:
Populism and Authoritarian Regimes

2021
• Ecuador: February 7, April 11 presidential runoff  
• El Salvador: February 28
• Chile: *May 15–16—local elections and constitutional delegates, June 13 gubernatorial runoff; 

November 21—general election, December 19 presidential runoff
• Peru: April 11, June 6 presidential runoff
• Mexico: June 6
• Argentina: September 12 primaries, November 14 general election
• Paraguay: October 10
• Nicaragua: November 7 Opposition in Jail
• Honduras: November 28

2022 
• Costa Rica general election 6 February and 3 April 2022
• Colombian presidential election 29 May 2022
• Brazilian general election 2 October 2022
• United States elections 8 November 2022



Economics: the Dismal Science 
Fertile Ground for Research
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