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Course correction Is heeded

o Poverty reduction has stalled. Poverty reduction was slowing before
2020, poverty increased by historic proportions in 2020, and recovery has
been weak. The 2030 target is out of reach.

e 2020 saw the first increase in global inequality in decades and has
been followed by a divergent recovery.

e Improving fiscal policy can help correct course, but it requires
ambitious efforts. Policies that bring long-run growth have the highest
Impact, particularly in poorer economies. Redistributive policies are
impactful in upper-middle income countries.



At a global level
we are no longer on track to end
poverty by 2030



Decades of
successful
progress in

global poverty
reduction
stopped In
2020
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Source: World Bank Poverty and Shared Prosperity Report (2022).
Estimates based on Mahler et al. (forthcoming); Poverty and Inequality Platform; Global Economic Prospects.



2022 Is on track to be the second-worst year for

poverty reduction in the last 22 years (after 2020)

a. Poverty rate, US$2.15

c. Poverty rate, US$3.65 d. Poverty rate, US$6.85
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The global
extreme poor '
are
concentrated =

IN Sub-Saharan
Africa
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Source: World Bank Poverty and Shared Prosperity Report (2022).




At higher poverty lines, the regional distribution of the

global poor changes

a. Number of poor, US$2.15 b. Number of poor, US$3.65 c. Number of poor, US$6.85
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Source: World Bank Poverty and Shared Prosperity Report (2022).



b. Annual percentage change in global inequality

Backcast Historical data

Global [N }
inequality S s ;
increased in S PATIY
2020 for the : I"I”I X "\ J"\"'“g']'“ “ \ ||ﬂ
first time in £

decades 10

I Pre-COVID-19 projection 1 Current projection

Source: World Bank Poverty and Shared Prosperity Report (2022).
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Poverty increased in most countries in 2020, inequality

change within countries more mixed

Diverging pathways out of the pandemic have exacerbated global inequality, with richer countries
recovering faster than poor countries.

a. LICs (US$2.15 a day) b. LMICs (US$3.65 a day) c. UMICs (US$6.85 a day)
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Other measures of poverty underscore challenges of the

moment

The nonmonetary dimensions of pandemic impacts may ultimately prove to
be even more costly
If the learning losses from school closures are not addressed, then the future

poverty implications from lower productivity and growth may exceed the poverty
Increases witnessed in 2020 and 2021.

Poverty is much higher than the extreme poverty line suggests
Using the median poverty line of upper-middle income countries ($6.85) shows
that nearly half the world’s population (47 percent) was living in poverty in 2019.



Projecting forward: extreme poverty eradication out of reach

By 2030 poverty will be 6.8 percent. Recent setbacks have put the goal of reducing global poverty to 3
percent by 2030 almost out of reach, and there is an urgent need to correct course.

a. Poverty rate

12 7 Historical data
-«
10 1 9.3
: . OO
:"O .......8.4
8— 8.4:'....."'- ... -.----....-.
5 : lllll’llllllllll::.-l:::.-...::.-.-.: ............ 6.8
§ 7% 6.5
&
4
3 percenttarget
2 -
U I I I ] I I I I I I I I I I I
) (o) 2\ N S Q & )2 by ™ N o N\ > O N\
N 5 B A % 3
DRSS IR R G I S ST ST S S S

sunn Pre-COVID-19 projection === = Current projection

Source: World Bank Poverty and Shared Prosperity Report (2022).
Estimates based on Mahler et al. (forthcoming); Poverty and Inequality Platform; Global Economic Prospects.v



High-income _
Chile-2 ] % ® 107
High-income average | [ ] ®53
Chile-1 | ® ® 39
Uruguay | @@ 1.3

n Upper-middle-income _ .
Amenia | @@ 128
e I S ‘ a South Africa | ® ® 126
Peru ® 105

i ® ;
Georgia | ® ® 10.1
Colombia-1 ) $ 88

Dominican Republic | @ ® 87
Panama | & ® 05
Argentina-2 | [ 3 ® /5
2

Guatemala | [ 3 ® /

Upper-middle-income average [ @
6
6

COVID-19 T e——gn
protected

i ®
Ecuador | @5
Paraguay ® 85
Colombia-2 | L ® 16
Mexico @ 412
Brazil-1 | e ® 30
Brazi-2 | @ : ® 28
Moldova | | @ ® 26
Russian Federation ® | ® 19

welfare : but N

Tunisia | o= /?
Bolivia | [ 9 /1
Kenya | ® ® 70

ess so IN low- B

Nicaragua |
Haiti

n 2
West Bank and Gaza | oo 2
a I ' I I I I e — Egypt. Arab Rep. | @uu@ 27
Sri Lanka | @ 5
4

i 9 ?
Zambia-2 | e 2
Zambia-1 | ® 9 27

: 1
2

]
Indonesia | o— ® 1
Ghana | @1
Tanzania | @03

Vietnam @® 03

Low-income _

[ |
Mozambigue | ®16
countries
Low-income average | i @® 10
Malawi L] P 0.1
-4 -2 0

Percentage point change in poverty
@ Mitigation @ No mitigation




In LAC, countries are recoverir

g but

continue to face structural chal
related to the unevenness of the
development process

enges




Both the level and shape of growth in LAC has changed

6.0
5.0
4.0
2008-2014
3.0
2.0
1.0

2015-2020
0.0

-1.0

Growth Rate (Annualized)

-2.0
1 2 3 4 5 6 7 8 9 10

Source: World Bank Poverty & Equity LAC Team for Statistical Development



atio of income share held by Top 10% [ Bottom 40%....

And Income
remains highly

concentrated
at the top

Source: World Bank PIP Platform



The unevenness of the development
process generates conflict, reflected
In a constant demand for the
redistribution of resources and power



If there is no effective mechanism to process these tensions,
this can lead to "exit’

Violence Informality

Crisis of Opting out of
representation i public services
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Over the past 30 years, the number of LAC-born

people living abroad has increased almost 3 times

Total number (stock) of migrants from LAC countries

LAC migrants left these countries... ...and moved to these countries
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Source: United Nations, Department of Economic and Social Affairs, Population Division (2020). International Migrant Stock 2020.

Note: Stocks are calculated mid-year and include all foreign-born residents in a country (including refugees) regardless of when they entered the country.
Stock data should not be confused with annual migration flow data (i.e. the number of migrants that entered or left a country within one year).



Population legally excluded from contributive social security
systems, employment stability and minimum wage

Share of labor force de facto excluded Share of labor force that is poor

Large shares Of |- . o
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are excluded [E— -
from the most .- 7 -
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programs e —— -

Source: Levy and Cruces 2021, Background Paper of the UNDP LAC RHDR 2021; UNDP calculations using
national household surveys. Note: Workers in households under the poverty line of $5.50 a day, 2011 PPP



Ratio of private security workers to police officers
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In some LAC

countries, |—G:
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There is arise In "anti-system” attitudes among LAC voters

People in LAC show a commitment to elections, but New political parties are emerging to process the
want a radical change in the political landscape discontent in Latin America
If the next presidential elections were being held this week, what would you do? Avg age of winning parties in presidential elections has dropped substantially in the last 10 years
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The number of protests in LAC doubled between 2018-2021

En ALC, el numero de protestas se duplicé entre 2018 y 2021

Los datos presentan las cifras trimestrales para cada afno

2400 Protestas
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FOR
GRAPH Fuente: Armed Conflict Location & Event Data Project (ACLED); www.acleddata.com. Los datos estén actualizados a Febrero 25, 2022.
THOUG HT Notas: omitimos las protestas por el aumento a los precios de los combustibles en mayo de 2018 en Brasil. Estos datos son valores extremos.



Promoting an inclusive recovery will
require rethinking fiscal policy




The road ahead requires fiscal policies that..

In the short-term
« Strengthen safety nets to support vulnerable
households (for example, through the
provision of targeted cash transfers)

In the long-term

* Invest in the productive capacity of the poor
(for example, through investments in high
quality universal services such as education
and health)

 Build coherent social protection policies that
reduce informality and enhance growth
potential




Figure 2.1. Value Added Tax Collection Figure 2.2. Individual Income Tax Collection Figure 2.3. Corporate Income Tax Collection

a. As percent of GDP by region a. As percent of GDP by region a. As percent of GDP, by region
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But also about how effectively existing fiscal space is

being used

Figure 2.16. Cost of Waste and Inefficiencies in Public Spending in LAC as a Percent of GDP and

b. As percent of total public spending
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Source: World Bank LAC Economic Review (October 2022). “New approaches to closing the fiscal gap”



Ultimately addressing this is a question of "governance’
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Source: World Bank World Development Report 2017: Governance and the Law



Ultimately addressing this is a question of "governance’
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Thank you

@LFLopezCalva
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