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Resumen

Latin America is an underdeveloped region with high poverty levels and a significant concentration of
income. The export promotion model has not yet overcome these characteristics; conversely, they have
worsened. This paper aims to measure the vertical distribution of income and wages in Brazil, Chile,
Colombia, Costa Rica, Mexico, and Peru using Input-Output tables for 1995-2011 and the income and
wages contained in economic growth. The document hypothesizes that due to the export promotion
model, which has led to a significant concentration of income and low wages, the internal market has
been weakened, leading to low growth. This paper proposes that to increase per capita income among
economies, it is necessary to modify the contributions of state activity and, thereby, the distribution
among the other factors and inputs in economic growth.
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Resumen

Ameérica Latina es una region subdesarrollada con altos niveles de pobreza y una alta concentracion del
ingreso, estas caracteristicas no han sido superadas con el modelo de la promocion de exportaciones, por
el contrario, parece que sean agudizado. EIl objetivo de este trabajo es medir la distribucion vertical del
ingreso y de los salarios en Brasil, Chile, Colombia, Costa Rica, México y Peru con las tablas de Insumo
— Producto para 1995 — 2011 y el ingreso y salarios contenidos en el crecimiento econdmico. La hipotesis
del documento es que derivado del modelo econdémico el mercado interno ha estado mas debilitado pues
se ha incrementado la concentracion del ingreso y los bajos salarios, lo cual se ha traducido en un bajo
crecimiento. Este trabajo propone que para incrementar el ingreso per capita entre las economias es
necesario modificar las aportaciones de la actividad del Estado y con ella la distribucion entre el resto de
los factores e insumos en el crecimiento econdmico.
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Chile, Colombia, Costa Rica, México de Insumo — Producto porcentual del crecimiento del
y Pert con las tablas de Insumo — producto.
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Introduction

Growth and welfare of the population are variables in economic development; however, inequality in the
distribution of wealth and income is detrimental to economic growth. The conflict of redistribution
between capital and labour and low economic growth stems from bad economic policy strategies (Alesina
and Rodrik, 1994). The strategy of openness, deregulation and privatisation developed over more than
20 years of structural reforms in Latin America does not give the signs of convergence as promoted by
free trade theory (Barro and Sala-i-Martin, 1990; Lucas,1988, Sala-i-Martin, 1996, Romer, 1986), it is
necessary to correct undesired effects such as poverty and inequality to achieve better levels of
development (Deneulin and Sanchez, 2017; Levy, 2013; Lopez, 2010; Merino, et al. 2020; Morley, 2000;
Santos and Villatoro, 2018).

As an effect of the pandemic between 2019 and 2020, in Latin America, extreme poverty and
poverty increased from 11.4% to 13.1% and from 30.4% to 32.8%, respectively, while the median Gini
coefficient for the region varied from 0.456 to 0.464 in these same years (ECLAC, 2022). Although
historically the region has been characterised by high income concentration, countries show different
patterns; for example, some countries such as Bolivia, Costa Rica, Dominican Republic, Mexico and
Paraguay have experienced significant reductions in inequality, while in others, such as Brazil and Chile,
relative stability or a slight increase was detected, however, countries such as Argentina, Colombia and
Peru present significant challenges due to recurrent economic crises and thus increasing poverty. Social
policies are crucial, but a more comprehensive approach is needed to address the underlying causes of
inequality and ensure that economic growth benefits all sectors of the population (Amarante et. al. 2023).

The current growth model has undermined the importance of policies towards the domestic
market and the idea of industrialisation as an engine of growth. Under the analysis of trade liberalisation,
it was expected that industrialisation would develop through the inflow of foreign investment and once
countries used comparative advantages, wages and employment would grow, which would mean an
improvement in income distribution (IMF, 2001). The paper argues that the basis of development is the
performance of the domestic market, where industry becomes the engine of growth, pushing productivity
growth, employment and along with it income distribution, so it is necessary that the state takes the
relevant role in this process through an industrial policy that allows improving the development of local
demand and regions.

The objective of this paper is to measure the vertical distribution of income and wages in Brazil,
Chile, Colombia, Costa Rica, Mexico and Peru with the Input-Output tables for 1995 - 2011 and the
income and wages contained in economic growth. The hypothesis of the paper is that due to the economic
model, the weakness of the domestic market with income concentration and low wages, the economies
have not achieved sustained growth.

The structure of the paper is organised as follows: in the next section, the theoretical framework
that argues that development starts from the strength of the domestic market by boosting and integrating
the industrial sector into the productive structure is presented, in section 3 the methodology to measure
the vertical distribution of income and wages contained in output and growth is presented, Section 4
presents the results of the economies, Section 5 discusses the feasibility of promoting the domestic market
in the context of the global economy of Latin American economies, and finally Section 6 presents the
conclusions and proposals for influencing the levels of income and wages contained in output and growth.

Theoretical framework

Rostow (1959), in his analysis of the stages of economic growth, considers the development of the
internal market, where he says that, in the take-off phase, it is necessary for the country to increase its
investments in industry and infrastructure, which in turn would increase productivity and wages. Thus,
as wages rise, so will consumption. This increase in domestic consumption reinforces the demand for
domestically produced goods and services, which stimulated domestic production. In this approach, the
domestic market played a key role in the growth cycle, because increased consumption capacity
encouraged the expansion of local industries and created an environment conducive to private sector
investment. Indeed, Kaldor (1975) shows that, in a closed economy, the industrial sector's impetus to
growth is conditioned by demand, which in turn is conditioned by agents' wages and incomes.
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In the theories of growth, the development of the internal market has been present, understood as
a geographical space; for example, in the neoclassical closed model, moving from one equilibrium to
another is due to technological change, which assumes that the economy develops, therefore development
depends on the fact that in the internal market the prices of capital and labour are equal to their
productivity, so that in savings and investment decisions, the capital-labour ratio is equal to depreciation
(Ross, 2022).

The development of the internal market was most notorious in structural approaches, which
explain that the causes of underdevelopment are due to a weak internal market where investments do not
flourish, therefore, the industrial sector does not drive development (Rosenstein-Rodan, 1943; Lewis,
1955). The task of developing the domestic market has been executed by economic policy, for example,
infant industry protection was a key to developing the US and German markets (Hamilton, 1934; List,
1942); however, in many currently developed countries it has been directed by economic policy towards
the domestic market, which promotes growth impulses from supply and demand to domestic industry
(Chang, 2011). In fact, this economic dualism approach allowed development theories such as
dependency and Latin American structuralism to gain momentum, suggesting that the engine of growth
is the industrialisation of the productive structure (Lechuga and Vera, 2024; Prebish, 1949; Sunkel,
1978).

The structural approach is based on the notion that the economy is a system constituted by agents
that play a dual role in economic activities, the dual intervention of agents is due to the flow of wealth in
the system (Barros and Lessa, 1969). Each economic phase is constituted by a distribution, in production
between factors and inputs, and in consumption between agents. In this sense, the system is integrated
by a productive structure in which the productive elements are distributed among the agents and that, in
the generation of each good, the producers are interrelated among themselves because they buy inputs
produced by others. In the consumption phase, the goods of production are distributed among the agents,
each consumption unit of each agent depends on the interrelationship with other agents, because once
the agents receive income from the productive structure, they share goods with other agents who do not
receive income, this social structure interrelates the actions of the agents and is reflected in their income
and expenditure.

The economic system depends on the interrelations of the productive structure and the social
structure and on the interrelations within them (Lowe, 1955; Pasinetti, 1981, Schumpeter, 1944).

Leontief analysed the production structure, and his model helped to identify sectors that are strategic in
the process of industrialisation. Under this scheme, not all sectors have the same role in economic growth;
derived from productive interdependence, some activities have a greater connection by offering and
demanding inputs for their production and the production of others, so that stimulating them allows the
economy to grow at a higher level than if other types of sectors were stimulated (Hirschman, 1958).

Leontief's (1936) model aims to characterise sectors according to their hierarchy, circularity and
interdependence. It starts from an understanding of the economy as a system from an open view of the
system, i.e. it considers the social structure of income and expenditure relations of the agents in the
production process as independent; however, his method suggests that variations in the income and
expenditure of agents influence the size of the level of output. Unlike the neoclassical view, his analysis
starts from prices and quantities of products determined in a period where the value of output is the same
by supply or demand.

Derived from the circular flow, the value of production is a summation of the costs of both factors
and inputs, representing a linear system in recording the accounts, likewise, the value of production is
determined by the sum of its sales (intermediate and final). The Leontief model is based on the
construction of a table that has three components, a double-entry table, which indicates the costs and
input sales of the sectors, and two single-entry tables, one for factor payments by sector, and one for
purchases of final goods demand. In the determination of the branches the Input-Output (IP) model
assumes that each industry produces a homogeneous good, that each sector uses the same technology
and the returns to scale structure is constant; it is a linear model (Astori, 1978; Leontief, 1937; Miller
and Blair; 2009).
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Leontief's (1937) model is static and considers that from a theoretical point of view, output growth
in the long run is determined by investment and that the development of the production structure means
that it becomes more complex in the sense that sectors have more direct and indirect connections, he
points out that in underdeveloped economies the domestic market is usually dominated by a small number
of sectors, mainly agriculture and natural resource extraction. This means that there is less diversification
of products and services, there is little competition, in addition to the limited supply of goods for
consumers, there are restrictions on the purchasing power of the population, which is low, which in turn
affects the ability of companies to grow and expand. The domestic market of underdeveloped economies
is characterised by import dependence and low levels of productivity (Leontief, 1967).

The study of the internal market from the IP model is related to the analysis of the components
of demand and the internal economic structure, where income and wages play a determining role for
investment and, together with it, the level of development.

Income and wages in the Input-Output model

The Leontief model holds that the gross value of output is defined as follows:

x=0U-A)"f 1)

Where A is the matrix of technical coefficients and f is the vector of final demand, which can be
constituted by the vectors of consumption (c), investment (inv), government expenditure (g), exports (e)
and imports (m). It is a model that measures the variation of output by variation of final demand, whose
production in each sector has constant returns to scale defined by the multipliers or the Leontief matrix
((1-A)(-1) ). With the model, one can define what is the size of the output generated by some final
demand activity; for example, the output generated by consumption can be defined as follows:

x.=U—-A)"c (2)

However, the income contained in the output generated by consumption is defined as the income
generated by the consumption of the product:

¢ =1 —A)c (3)

Where { is the diagonal matrix of the coefficients of the employment compensation coefficients
(wn/x), which are the workers' earnings. The vector i'I(I — A)~* sWith income multipliers measuring
the amount of direct and indirect income requirements to satisfy a unit of final demand (Katz, 1980;
Miyazawa, 1976), in the case of equation (3) of consumption-generated output, we can define it as the
vertical distribution of income which, similar to the vertical specialisation of trade, can be analysed as
the vertical distribution of income as:

pvy = (I — A)c) = (Vc) (4)

In this way, the vertical income distribution is obtained as the average weight of the income
multipliers used in the production of final consumption according to their share.

Employment compensation (wn) is the sum of the total payments to workers, which are different
from each other, because the income received by workers depends on the productive activity and the
skills of the workers. Indirectly we can calculate the average wage vector of the activity as:

w = {'[wn(f)™] (5)
where a n is the vector of employment and from a proportion of the total cost of employment
compensation over the total employment of the sector, the average wage of the branch is defined, so with

this indicator one can extend the notion of the vertical distribution of income by that of the average wage
as follows:

DVw =& (I — A)~c* (72)1 (6)
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Where @ shows the diagonal matrix of average wage coefficients (w{x")"(-1) ), equation 6
defines the direct and indirect requirements of branch average wages in the output created by
consumption as the share of consumption. Expressions 4 and 6 show the sectoral income and average
wage contained in the consumption output in terms of their shares in the total consumption of the
economy.

The above equations show the conventional analysis of the IP model, and from them, the
characteristics of the production structure in terms of its interdependence, hierarchy, complementarity
and circularity. When analysing growth some authors have suggested using the method of growth
analysis with IP tables (AGEIOT) from which it is possible to decompose the growth contributions of
the IP table accounts, without modifying the assumptions in them (Aoun, et. al. 2024; Cyrek, 2024,
Kawiana, et. al. 2024, Varnavskii, 2024).

The method consists of two IP tables of different years (t and t+1), using the average growth rate
of the period between them, the growth of the final year is simulated using the assumption of constant
returns to scale, so the level of production of the final year, even when it maintains the same proportion,
the size of its coefficients, is greater or smaller depending on whether or not the production of each sector
grew, thus subtracting this hypothetical growth from the initial situation, the contribution to growth of
the factors and inputs used is obtained. Formally it is obtained as follows:

Xt=At+Ut=i xt+1=At+1+vt+1=i
xt 4+ A= (A + vt) + A(AL + vh) = ('A% + vit) = xtt
A= xt — xt=1 = ({'A" + vtt) — (A1 4+ vt71) = (42 + vP) (7)

Equation 7 shows that the growth of the economy can be input or factor intensive, or it can be in
constant proportions, which are of the same or very similar intensity. Thus, the model describing the
growth rate of output is defined in equation 8, which is a simile of the static price model, which measures
variations in the contributions of value added to growth according to the multipliers of the technical input
coefficients.

N= (% 4 vh) > A =i =t S A (1-ET A = vt o A= v (1- E_lAA)_l = pA(1—B4) T = ph A (8)

As can be seen B? is the matrix of technical input coefficients describing the ratio of input
contributions per percentage point of output change. In the static model, the size (I — A)~?! depends on
A, the smaller the multiplier, and given the characteristics of the theoretical model of the IP table, they
range between 1 and 2 referring to a unit or monetary value.

Dynamic multipliers depend on the ratio of input contributions to growth and output growth,
therefore dynamic multipliers can have broader results. Dynamic multipliers (I — B4)~1, depend on the
matrix of technical contribution coefficients B*A whose entries B_ij*A=0 are explained by A% S 0, A S
0 and a combination of them. The multipliers that arise with AGEIOT depend on the size of B*A, for
example, if A<0 and A*A>0, it means that B_ij<O therefore I-( [-B] "A )>1 and the inverse are less than
1; however, if A>0 and A*A<0 mathematically shows the same results, but theoretically two distinctive
aspects are enclosed. When the result of (I-B*A )*(-1) is less than 1 it is because (A™(-1) JAA>1, if A
and A"A are of different signs, the aggregate value defines the sign of the multiplier.

Taking into account the results and the constitution of equation 8, we can calculate the multipliers
of the contribution coefficients of wage compensation to employment or income and that of wages in the
following way:

p' =AU -BM1? 9)
@' = (WA - B! (10)

A" is the column vector of the income contribution coefficients, i.e. , 1™ = l’A(Z)_lso equation
9 shows the income contribution multiplier for output growth growth, while wxAA are the coefficients
of wage growth on output growth, so equation 10 calculates the effect of wage growth per percentage
point of output growth.



Results

1.

We have used the IP tables published by the OECD ISIC rev 3 for the years 1995 and 2011, which
disaggregates activities into 34 industrial branches for two reasons; one is that it is a base that
covers a larger number of Latin American countries, and the other is that it has the disaggregated
components of value added, since the current versions, the value added account is compressed to
a vector line. Within the tables, the accounts for taxes and subsidies on intermediate and factor
products have been aggregated into a single account (government account).

Although the information for this analysis is limited, a couple of adjustments have been made.
Firstly, with regard to wages, there is no homogeneous information that is consistent with the
disaggregation of the tables, according to OECD data, which refer to wages measured in constant
2017 dollars; thus, the average sectoral wage and the average per worker are considered as an
assumption for the development of this paper, which implies that the average growth of wages is
general across branches and workers.

To perform the AGEIOT we have used the output data at constant 2010 prices published by the
World Bank, from this, the value of the total output of the economies was redistributed among
the branches according to the nominal share contained in the IP tables, thereby obtaining an
average real growth rate of each sector for the period 1995 - 2011. The average growth rate for
the period has been used according to World Bank data which are in constant 2010 US dollars.
With such amounts the total output for each branch of the economy was disaggregated according
to the information in the IP tables and in this way the value of output in constant dollars was
calculated and the real growth rate of each branch was obtained.

Table 1A presents the results of the differential between 2011 - 1995 of the shares of output
generated by consumption over the total, its income content, and the vertical distribution of
income and wages for the industrial sector of the economies of Brazil, Chile and Colombia, while
Table 1B is for the economies of Costa Rica, Mexico and Peru. Table 1A shows that Brazil and
Colombia show a fall in the share of output generated by consumption, while the income content
in Brazil and the vertical distribution of wages in Chile have reduced the domestic market. The
vertical distribution of income in Brazil and Colombia has increased in both economies (2.7 and
0.10%), in the case of Costa Rica, Mexico and Peru, Table 2B indicates that the economies have
not suffered negative changes in the distribution of consumption-generated output, the increase
in the share of consumption output reveals an improvement in the domestic market; a situation
that is confirmed by the income and wages contained in consumption, only the Mexican economy
in that period shows no changes.

The industrial sectors that increased the share of consumption product did not remain constant,
Table 1A and 1B show that the Motor vehicles, trailers and semi-trailers sector is one of the
relevant sectors in the countries, but with different importance; for example, in Brazil it was the
country where the production to consumption decreased the most, in Colombia and Costa Rica it
grew the most, while in Chile and Peru its growth is similar (115 and 133% respectively) but the
vehicles sector is not the most outstanding, in Mexico this sector increased by 5%. The results
suggest that in those sectors where the share of consumption output increased, it may be due to
the existence of an internal market; where the sector contributes with positive differences in
income and wage distributions; since the existence of sectors that increase their output, but do
not contribute to income and wage distributions slows down growth.

The results in Tables 1A and 1B show that industry in Brazil has improved vertical income and
wage distributions, while in Chile these have worsened, vertical income distributions in Colombia
and Mexico have fallen in most industries and have seen a small improvement in vertical wage
distributions, the opposite situation to that experienced in Peru.

Table 2A and 2B present the growth path, in total output, the tables reveal that the economies
presented intensive growth paths, in Brazil, Colombia and Peru it is intensive in domestic
intermediate inputs; in Chile and Costa Rica they were intensive in imported intermediate inputs,
only Mexico in the aggregate presented an intensive path in value added, sustained in the gross
operating surplus account.
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Although Brazil, Colombia and Peru have different paths than Mexico, they have the same
characteristic in the influence of the state on value added, as the contributions of taxes minus
subsidies, the negative sign is that subsidies on goods and on factors contribute to growth. In the
value added accounts, Brazil and Peru have a greater participation in wage compensation, while
Mexico and Colombia are those of gross operating surplus; in the case of Chile and Costa Rica
the contribution of value added, Chile is intensive in gross operating surplus and Costa Rica in
wage compensation; however, taxes are greater than subsidies, showing that in Chile this
contribution is lower than in Costa Rica.

On the other hand, the industrial sector in all economies has witnessed the intensive growth path
in imported intermediate inputs, while, in value added contributions, on the one hand, Brazil,
Chile and Costa Rica have presented a higher contribution from wage compensation, while, on
the other hand, Colombia, Mexico and Peru have highlighted the contribution to gross operating
surpluses. These results suggest that the industrial sector has driven the domestic market more in
Brazil, Chile and Costa Rica, although in the national economies, Brazil has maintained greater
effects on the domestic market, both in production and wage compensation, and in the latter, Peru,
but as in Chile, Colombia and Costa Rica, it does not drive the domestic market in intermediate
inputs (as they are imported) but in value added Chile, Colombia, Costa Rica and Mexico the
contributions of gross operating surplus stand out in the contribution of value added.

Tables 3A and 3B present the results of the multipliers of the domestic and imported technical
contribution coefficients, and the multipliers of the income contribution coefficients and the
multipliers of the wage growth multipliers per unit of output growth. As can be seen, the results
of the national technical input coefficient multipliers have effects in the same direction as their
inputs, i.e. they are either positive or negative; however, in terms of their size they are different
because one is referred to the absolute size of growth and the other is for a percentage point of
growth.

In the case of the contribution coefficients multipliers indicate, for example, that for the vehicle
sector in Brazil, the use of imported inputs boosts the sector's growth by 20% of each percentage
point, while for domestic origin it is 2.7%. As for the income multipliers, 82% of each percentage
point of output growth is generated by the contributions to income growth on the contribution
coefficients; while in the case of the multipliers of the wage growth coefficients on output growth,
they indicate that for the vehicle sector to grow by one percentage point, wages must grow by
5.2% in addition to the growth rate they have experienced according to the national technical
contribution coefficients, while with the imported ones they must grow by 2.7%.

In some countries, the effects of technical input coefficients in high-tech industrial sectors require
imported inputs, such as vehicles in Brazil and computers in Colombia and Mexico. In general,
the effects of the contributions to growth according to the technical contribution coefficients of
imported inputs indicate that they have a greater weight in Brazil, Chile, Costa Rica, Mexico and
Peru. From an overall point of view, the growth of required wages per percentage point of output
in the coefficients of the technical contribution of imported inputs is higher. These results suggest
that the effect of the external sector on the production structure does not benefit the domestic
market, nor in the level of income and wages contained in the growth of the domestic market.
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Table 1 A

Share of output created by consumption and its income content, vertical income and wage distribution Differences between
2011 - 1995 (Percentages)

Brazil Chile Colombia
Rama
Xc (& DVy | DVw X¢ (& DVy | DVw | x. (= DVy | DVw
3 Food, beverages and tobacco -58| -0,5 3,0 0,00 6| 24 -0,9 1-0,0106 1] -0,7 0,0| 0,0164
4 Textiles, leather and footwear 400 -15 2,1-0,0003 119 -1,7 -0,6 [-0,0080 19| 1,1 0,4 0,0074
5 Wood, wood products and cork | 23| 02 0,2 -0,0001 9| -04| -0,1]-00020( 7| 0,1 0,0 | 0,0003
6 Pulp, paper, paper products, 38| 03|  12]-00003| 6| -10| -04[-00047| -5|-02| 00] 00048

printing and publishing

7 Coke, refined petroleum
products, nuclear fuel

8 Chemicals and chemical

-61 0,3 0,7 0,0001 45 2,3 0,8 0,0142 91 -13 -0,4| 0,0021

-63| -0,3 2,2 (-0,0003 151 -2,0 -0,8 1-0,0101 11| -0,2 0,1 | 0,0088

products

9 Rubber and plastic products -48 0,3 1,1 0,0001 6| -1,1 -0,4 [-0,0057 21 03 0,1| 0,0034
10 Other non-metallic mineral 22| 0,0 03] 00000 0| -02| -0,1]-0,0007| -5| -0, 0,0| 0,0011
products

11 Basic metals -42 0,5 1,0 0,0002 -8 -0,1 0,0] 0,0004| -25| -0,1 0,0 0,0019
12 Fabricated metal products 421 -02 0,9 1-0,0001 -4 -03 -0,1 {-0,0011 21 -0,3 -0,1 | 0,0011
13 Machinery and equipment, ncp -45 0,4 1,4] 0,0000 -6 0,2 0,1] 0,0020| -51| -0,1 0,0 0,0037

14 Computers, electronic and
optical equipment
15 Electrical machinery and

-29 0,1 0,8 0,0004 2 0,9 0,3 0,0060 33| -0,1 0,0 | 0,0007

-42 0,1 0,81 0,0000 3 0,0 0,0 |-0,0001 -8 -03 -0,1{ 0,0012

apparatus

16 Motor vehicles, trailers and

semi-trailers -64 2,2 4,0| 0,0011 115 -0,1 0,0 [-0,0003 47| -0,4 -0,1 | 0,0006
17 Other transport equipment -38 0,2 0,6 | 0,0001 200 0,0 0,0 0,0000| -74| -0,3 -0,1 ] 0,0004
18 Manufacture ncp; recycling -40| -0,5 0,51-0,0003 107 0,3 0,11 0,0019| -41| 0,0 0,0 | 0,0022
Structural average -42.21 -0.30 2.710.0022| 19.6 0.1 0.0 [-0.0033 | -4.5] 0.00 0.10| 0.0145

Source: Own elaboration based on the Input-Output tables published by the OECD.
X_c: share of output created by consumption, ¢_c: income contained in consumption output, DVy: vertical distribution of income
contained in consumption output, and DVw: vertical distribution of wages contained in the consumption product.

Table1 B

Share of output created by consumption and its income content, vertical income and wage distribution Differences between
2011 - 1995 (Percentages)

Rama Costa Rica Mexico Peru
X Sc DVy DVw X ¢. | DVy | DVw | x. ¢. | DVy | DVw
3 Food, beverages and tobacco 10| -2,64| -0,5| -0,032 6| -02| 00]00018| -33| 09| 0,5[-0,0019
4 Textiles, leather and footwear 86| -229| -07| -0038] 21| -1,1| -0.2]0,0005| 23| 24| -0,6|-0,0058
5 Wood, wood products and cork 44| -0,16| 0,0 0,000 6| -02| 00/00001| 14| -0,1| 0,0]-0,0008

6 Pulp, paper, paper products, printing
and publishing
7 Coke, refined petroleum products,

=30 -1,52 -0,4 -0,023 9] -0,9| -0,210,0005| -33| 04| 0,2}-0,0008

125 -1,07 -0,4 -0,021 45| 0,6 0,1({0,0004| -45| 03| 0,1}-0,0003

nuclear fuel

8 Chemicals and chemical products 15 -1,45 -0,3 -0,021 31 -0,1| 0,0/0,0008| -42| 05| 0,2/-0,0024
9 Rubber and plastic products 17 -0,45 0,0 -0,003 12] -0,1 0,0/0,0003| -29| -0,2 0,0 -0,0017
10 Other non-metallic mineral products 2| -0,14 0,0 -0,002 1] -0,1| 0,0[0,0002| -23| -0,3| -0,11-0,0006
11 Basic metals -102 -0,16 0,0 0,000 -4 0,0 0,0 |0,0001 =51 -0,2| -0,1]-0,0017
12 Fabricated metal products 18 -0,18 0,0 -0,001 41 0,0 0,0/0,0003| -11| -0,2 0,0 [-0,0011
13 Machinery and equipment, ncp 41 -0,03 0,1 0,004 12| 03| 0,1]{0,0002| 27| -04]| -0,1/-0,0016

14 Computers, electronic and optical 8| -004| 01| 0005 5| 00| 00/00003| 621 04| 02]-0,0005
equipment

15 Electrical machinery and apparatus 16| -0,12 0,0 -0,001 2| -0,1| 0,0/0,0002| 36| -0,1| 0,0[-0,0014
16 Motor vehicles, trailersand semi- | ¢o | o511 01| 0,002 5| 04| 01]00006| 133] 03] 0,1]-0,0006

trailers

17 Other transport equipment -40 -0,39 -0,1 -0,008 30 0,0 0,0/0,0000| -63| 04 0,1 0,0002
18 Manufacture ncp; recycling 94| -0,19 0,0 -0,001 111 -0,2| 0,0[0,0004| 41| -0,8| -0,21(-0,0047
Structural average -42.2 -0.30 2.7 0.002 20| 0.09] 0.03}-0.0033| -4.5| 0.00| 0.10|0.0145

Source: Own elaboration based on the Input-Output tables published by the OECD.
x_c: share of output created by consumption, ¢_c: income contained in consumption output, DVy: vertical distribution of income
contained in consumption output, and DVw: vertical distribution of wages contained in the consumption product.
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Table 2 A
Contribution of factors and inputs to growth between 1995 and 2010 (2010 prices)

Ra Brazil Chile Colombia

mas D [A" [A" [VA [Tn |[L [K_|[D [D A" [VA [Ta [L K |D [A" [A"[VA [Tn [L K
foggggabe"eragesa”d 23| 71]-03| 45|21 26| -5| 24| 07] 12| 05| 05| 05| 05| 26| 55| 16| -45| -43| 04]-06
4 Textiles, leatherand | | 5| 14| 33|27] 41| 47|46 -69]126]-103| 1| 04| -17| 25| -08| 16| 17| -45| 65[-03
footwear
;\Gvggfk'wo"dpmd”ms 09| 11.8] 19| -128|-06| 23| -145| 07| 16| 06| -161| 08| -09| -16] 86| -129| 1.3| 202| 27| 19| 11
6 Pulp, paper, paper
products, printing and 20 11| os| o04|-27]| 07| 24| 23] 37| 16| 3|05 47| 12| 07| 14]|-14| 07| 37| 42|02
publishing
7 Coke, refined
petroleum products, 43| 82| 25| -64|-12| 23| 75| 64| -172]215] 21| 53| 86/ -11.8] 86| -188|-33| 307| -45]|-13.4 |486
nuclear fuel
8 Chemicals and 34| 95| 29| -92|-23| 05| 74| 16| 109] 99| -192] 03| 75| -12] 13| 02| 33| 22| 54| 21| 11
chemical products
9 Rubber and plastic
products 23| 05| 44| 26|-1.8] 84| 92| 02| 32| 7| 36| 07| 56| 13| 16| -14| 54| 24| -38 7056
10Other non-metallic | 5| ;o1 | 7|0 75]-123] 26| -14] 99| -59| 05| -04| -6| 28| 47|03 78| 48| 33|93
mineral products
11 Basic metals 69| 46| 25| 0225|533 3| 75]-193] 75| 193] 2| 39| 134] 76 7137 43| 8| 01122
12 Fabricated metal 39| 51| 23] 35(33|-1.7] 15| 25| 58|-1.1] 94| 04| 02| 92| 11| 78| 47| 42| 01| 22] 63
products
13 Machinery and
equipment. nep 54 21| 3| 03|-15| 74| 56| 52| -142|-45| 239] 03| 62| 174 54| -63| 55| 62| 47| 61|48
14 Computers,
electronicand optical | 0.9 | 9| 57| 24|-1.1| 8| -47] 91| 69|-21| 18.1] 12] 169 ol 08| 12] 59| -63]-101] 22|16
equipment
15 Electrical machinery | » ¢ | 10g | 25| 105 36| 16| -85| 57| -18.1| 72| 166]-03| 33| 136] 13| 04| 79| 7| -01 2|-49
and apparatus
16 Motor vehicles,
iailersond somitailers | 5| 54| 41| 4s|-t4afian|72f01| 34|s8| 23] 35| 14| 26] 21| 72| 72| 21| 1| 25|56
17 Other transport
equipment 51| 89| 34| 72|21 24| 75| 43| -14| 15| 42| 06| 36 ol 47 11186 -149| -03| -6.4]-82
18 Manufacture ncp; 13| 42| 11| -4|-46|36| 42|-04| 4| 61| 25| 05| 44| 74192 66| 65| 61| -44| 05| 1
recycling
Total 32| 29| 14] 11| 4] 3| -04] 45| 06] 33| 18] 02] -02] 18] 33| 13] 07] 13| 3.1] 11]33

Source: Own elaboration based on the Input-Output tables published by the OECD. D: growth rate, An: domestic inputs, Am: imported
inputs, VA: value added, Tn: net taxes less product and factor subsidies, L: wages and K: gross operating surplus

Table 2 B
Contribution of factors and inputs to growth between 1995 and 2010 (2010 prices)
Ramas Costa Rica México Perti

D [A" [A" [VA [Tn [L [K |D [A" [A"[VA |[Tn [L [K |D [A" [A"[VvA [Tn |L [K
3 Food, beverages and 2| 33| 12| 41| 02| 29 1| 22] 62| 42| 42|-01| 22| 65| 54| 45[-12| 21| 02| 25[-02
tobacco
4 Textiles, leather and 27| 69| 22| 2]-06| 61| 35(-16] -6|37| 07]-08| 39| 54| 07| 47| 51| 03| -05| 53|-45
footwear
> Wood, wood products 16| 35| 12] 39|-04| 29| 14|-05| 33| 54| 26[-1.1] 01| 14| -1| 2| 04| 06| -08| -72] 86
and cork
6 Pulp, paper, paper
products, printing and 19| 66| -34]-13]-01| 74| -86|-08| 08| 36| -36[-14] 48| 26| 65| 24| 1.8| 23| -06| 1.1]18
publishing
7 Coke, refined petroleum

2912 [130.6 [142.9 | 17.7| 3.1| -42]| 188 55| -44|190| 92| 2| -67| -45[132| 46|161] 16| 31| 03| 5
products, nuclear fuel
8 Chemicals and chemical | | 53] 351 16| 02| 54| -4|o06| -59|79| -14|-13| 44| 43| 6| 47| 85| 22| -04| 04| 3
products
9 Rubber and plastic 33| 28] 25| 3|01 21 1] 13] -53(103| 37|11 -s| 24|52| 41|-03] 15| -04| -05]| 24
products
10 Other non-metallic 41| -16| 04| 53(-01| 09| 45| 11| 24|45 -1]-19] -41 s163] o01]32 3| -06| 24|12
mineral products
11 Basic metals 76| 12.1] 53| 08] 01| 24| -17| 4| 15| 03| 22| 05| 45| 62| 61| 41]86| 16| 08| 55| 7.9
12 Fabricated metal 44| 96| 29|-23]-05| 07| -1.1| 28| -43| 65| 06|-1.1] 31| 48| 51]-155[197] 09| 07| 26| 42
products
13 Machinery and 350 8| 91| 24(-05| 84| 55[37| -59|87| 09|-1.5| -12| 144| 2|-133[141]| 12 ol 05|17
equipment, ncp
14 Computers, electronic o| 32|155]-33]-08| -54| 29|27| 07| 64| -44]-05| 2| -19] 1.6]-30.5343| -2.1 0| -19]-02
and optical equipment
15 Electrical machinery 32(-115] 75| 72]-03| 45 30 27] 24]33] -3]-09| 49| 28| 25| 54| 3| -59| -02| -41]-16
and apparatus
16 Motor vehicles, trailers |\ 1 | 56l 17| 05| 73] 61| 43|-121(133] 31| 01| 29| 59| 22| 43|22| 43| 01| -34|-08
and semi-trailers
17 Other transport 7| 81| -18] 07]-08]-214] 229 44| 105] 8.6(-147| 0| -93| -54(129| -1.8| 44| 102| 03| 54| 45
equipment
18 Manufacture ncp; 9] -15]-09] 05| o 8| 75| 11| 79| 75| 15]-08| -15| 38|02| -5|31]| 21| 05| 36/ 62
recycling
Total 43| 12] 19] 12]04] 37| 29] 28] -1.9] 25| 22]23] 02| 47]47] 3.1] 15] 01] -04] 28|23

Source: Own elaboration based on the Input-Output tables published by the OECD. D: growth rate, An: domestic inputs, Am: imported inputs, VA: value
added, Tn: net taxes less product and factor subsidies, L: wages and K: gross operating surplus.
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Table 3 A
Multipliers of technical contribution coefficients and income and wage growth between 1995 and 2010 (2010 prices)
Brasil Chile Colombia
Ramas T T T T 7 7 T 7 7 D T 7
Inter. [Imp. | p'n | p'm wn wm’'_| Inter. Imp. pn pm wn wm’ | Inter. | Imp. pn pm wn wm

8 Food, beverages - 1| -1 33| 02| 18| 14| 16| 26| 51| 03| -14| 11| 304| 66| -38| 22| -02
and tobacco
4 Textiles, leather 04| 05|34 68| 07| -44| 04| -04|-02] 56| 04| 07| 13|-232| 504|133 13| 14
and footwear
5 Wood, wood 46| 11| -42| 105| -1.8| 90| 61.7| 05[-217| -43| 04| -398| 25| -609| 1409| 109| -08| 26
products and cork
6 Pulp, paper, paper
products, printingand | 1.5| 04| 06| 12| -0a0| 23| 06| 57| 17| -1L1| 00| 03| 1| 361| 847| 517| 04| 101
publishing
7 Coke, refined
petroleum products 1.4 2| -09] 87| -07| 09| 11| 26| -04] 44| 01| 02| -32|-413] 915 07| 26| 12
and nuclear fuels
8 Chemicals and 22| 05]-03| 07| -02| 23| 65| 6| -35| -294| -02| 08| 08| 421| 929| 208| -23| 40
chemical products
9 Rubberandplastic | 541y 36| 13| 06| 35| 15| -164| 91| -9658| o0s| 86| 18| -768| 171| 72| 44| 09
products
10 Other non-
metallic mineral 18| 03] 31| 07| -03| 23 2| 7a|-17| 66| 06| 3| 27| 981 2151] 85| -60| 22
products
11 Basic metals 15| 03] 06| 7] -02] 09 27| 52[ 02| 29[ 08[ 18] -01| 19| 139] 75 07| 17
12 Fabricated metal
broducts 18| 05| 04| 49| 02| 17| -3|-212] 1| 29| 01| 18| 79| -714| -153| 82| -49| 36
13 Machinery and
equipment, nep 19 2| -15] 104] 04| 16| 0| -11| 17| 33| -03| 05| 22| -213] 373 1| 21| 20
14 Computers,
electronicand optical | 0.6 | -0.7| -1.5| 49| o1| -18 16| -18] 25| 26| 01| 02| 05]3678| 7637| 44| 27.1| 60
equipment
15 Electrical
machinery and 2| 17|00 77| 08| 22| -06| -17| 11| 135| 08| o1| 07| 74| 155| -68| -06| -34
apparatus
16 Motor vehicles,
trailers and semi- 27| 203 -44| 822| 52| 24| 21| 22|-08| 1787| 02| 00| 44|-1103| -2387| 04| 72| 42
trailers
17 Other transport 2| 149| 07| 603| 59| 16| 87| -223] o 6| 06| -10] o8| 32| -63| -11| -05| -02
equipment
18 Manufacturencp: | 55| 65| 42| 07| 29| 47| 123|-123] 07| 105| s2| 66| 07| 59| -8 of -08| 00
recycling

Source: Own elaboration based on the Input-Output tables published by the OECD. Inter: domestic technical input coefficient
multipliers, Imp: imported technical input coefficient multipliers, p'n: domestic income input multipliers, p'm: imported income input
multipliers, wn: domestic requirements of wage growth per percentage point of output, cwm'.

Table 3 A
Multipliers of technical contribution coefficients and income and wage growth between 1995 and 2010 (2010 prices)
Costa Rica Mexico Peru
Ramas g g 7 g g g 7 7 g g 7 7
Inter. | Imp. pn | pm | @wn wm' | Inter. Imp. pn pm | @wn wm' | Inter. | Imp. pn pm @n om

8 Food, beverages 93| 16| 51| 16| 10| 09| -18| 11| 23| 12| 04| -02| 16| -65| 65| -271| 00| -01
and tobacco
4 Textiles, leather
and footwear 1| 06| 08| -r1| 00| -03| -17| 12| 21| 22| 02| 02| -05| 32 32| -16] 00| 07
5 Wood, wood 34 1| 14f 15| oos| 07| 16| ni| 1| -02] o6| 07| 55| 82| 82| 734| 01| 02
products and cork
6 Pulp, paper, paper
products, printing 15| 03| 32| -09| oo0| 02| -16| 12| -67| 62| 05| 05| 52| -127| 127| 533| -01| -03
and publishing
7 Coke, refined
petroleum products, 1| 18] 02| 01| -1 00| -19| 13| -15| -15| -0.1| -0.1| -46 0| 01| 49| or| 00
nuclear fuel
8 Chemicals and 370 -01| 37| -1| -03] 03| -18| 12 9| 86| 08| -07|-126| 193| -193| 163| 03| -04
chemical products
O Rubberandplastic | 71 4| 25| 11| oo| o1| -17| 13| 56| 52| -05| -04 8|-1438| -1438 | 1208| -02| -29
products
10 Other non-
metallic mineral 09| 07| 04| 12| 00| 00| -15| 11| -42| 39| 04| -04| 56| 48| 48| 527| o1| o1
products
11 Basic metals 06 -06] 07 01| o1 ol 18] 1| 16| 13] 02| -00| -09] 02| -02] 227 o00] 00
L2 Fabricated metal | 41 4| 07| -07] 02| o1| -16| 13| 17| 16| -02| 02| 74| 39| 39| o1s| 02| o1
products
13 Machinery and 02| 58| 2| 82| 02| 08| -16| 14| 37| 41| -02| -01|-403| 29| -29|5228| -08| -0.1
equipment, ncp
14 Computers,
electronic and 04| 19] -04| 19| 00| -03 15| 19| -] -18] 02| -03|-s81| 27| 27| -t02| -12] -01
optical equipment
15 Electrical
machinery and 03| 71 1| 81| 02| -10| 15| 16| -23| 28| 02| -02| ol 7 7| 86| 00| -01
apparatus
16 Motor vehicles,
trailers and semi- 18| 08| 04| -36| 02| 03| -14| 16| 1| 16| -0.1| -02| 08| 75| 75| -11.5| 00| -02
trailers
17 Other transport 09| 09| 26|33 01| o1| 16| 14| 27| 28| -02| -01]-134] 01| o1]1873] -03| 00
equipment
18 Manufacturencp: | 51| 54| 16| 25| -06| 02| -16| 13| -19| 19| -04| 04| -13| 06| 06| 09| 00| s28
recycling

Source: Own elaboration based on the Input-Output tables published by the OECD. Inter: domestic technical input coefficient multipliers, Imp: imported
technical input coefficient multipliers, p'n: domestic income input multipliers, p'm: imported income input multipliers, wn: domestic requirements of
wage growth per percentage point of output, wm'’
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Conclusions

The theory of Latin American structuralism seeks to explain why certain regions lag behind in terms of
per capita income and why this lag is accompanied by marked distributional inequality, both within the
lagging region and between countries. Their main argument was the terms of trade and productivity
(Lechuga and Vera, 2024; Pinto, 1970; Prebish, 1949; Sunkel, 1978). Thus, these visions shared the view
that in Latin American economies, highly productive industries coexist with others of high productive
backwardness derived from low levels of productivity and stagnation with traditional production. The
argument they put forward for achieving development is the increase in productivity and with it the
internal market.

In this paper, the analysis of the domestic market has been done with the effects of consumption,
income and wages, assuming that in the total accounts these activities are carried out by residents of a
country. The results suggest that by these elements the economies analysed during 1995 and 2011 have
significantly affected the domestic market. The intention to integrate the economies into the external
market is to reduce labour costs, which is reflected in low levels of income and wage growth and activity
in general, so that productive specialisation has not borne the fruits that were expected with the openness
model (Alvarez; 2024).

The economies of Brazil, Chile, Colombia, Costa Rica, Mexico and Peru have generally shown a
fall in the share of consumption output, and in their income and wage content. The vertical distribution
of income and wages has not shown favourable results for the activation of the domestic market, the
underdevelopment of the economies is due to the tendency of increasing contributions of imported
intermediate inputs, this dependence has made the effect of income and wages weak on the domestic
market. The results suggest that, across economies, there are different levels of the domestic market; up
to 2011, the economies show that the effect of income and wages is low on the level of output, suggesting
that demand is not growth-activating, as it is a phenomenon derived from income concentration (Barcena
and Prado, 2016).

The comparison of the vertical distribution of income and wages contained in the consumption
product is due to the growth path that economies have used, if we consider in two groups those that grow
above 4%, for example, Chile, Costa Rica and Peru, only the latter has influenced the domestic market,
as its path is intensive in domestic inputs and wage compensation; on the other hand, the group of less
than 4%, only Brazil has been the country that has pushed the domestic market with intensive paths in
domestic inputs and wage compensation. The growth of this period shows that the economies present a
weak domestic market in 1995 and 2011, as well as weak income, wage and consumption boosting
growth paths during 1995 - 2011.

Indeed, to increase incomes and wages depends on productivity, however, it can also be through
the participation of the State through the promotion of an internal market policy, in which subsidies to
products such as factors affect the growth of incomes and wages; however, as in the period of
industrialisation, it is necessary to generate certain internal conditions of the productive structure as well
as external to it, in which the external sector influences. However, in the face of the deindustrialisation
of the economies, the economies have driven growth not only in services but also in the increase of
informal employment (Sanchez, 2024).

The economies analysed require a new model to achieve development; an industrial policy helps
to achieve the development of the internal market; however, industrial policy by itself does not create
qualitative change in the economic system; a social policy that includes a greater number of agents is
also required, in such a way that investment activities are indirectly guaranteed in the national economy.
Currently, in Mexico, a social policy has been employed through universal access to welfare, which
explains why Mexico has improved its poverty and extreme poverty indices, so it is possible that the
internal market has improved; in Costa Rica, although economic policy has not changed either, social
policy has had greater relevance since it has addressed the social inclusion of indigenous and vulnerable
groups or the ‘bono proteger’ programme, derived from the pandemic. These social policies have
coincided with certain conditions within these economies and the foreign trade they maintain with other
trading partners, in this sense, the socio-economic structure within the countries, as well as their trade
agreements, influence the development of the internal market.
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