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Trends in total factor productivity ...

United States Brazil
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Shaded areas indicate U.S. recessions. Source: U.S. Bureau of Labor Statistics myf.red/g/Lu3x Sources: University of Groningen; University of California, Davis myf.red/g/M6KP




What does (total factor) productivity

measure’?
ENANE
capital skills workers productivity (TFP) =
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How does (total factor) productivity
increase?

Technological progress within firms
o innovation, R&D, adoption of new techniques

Structural change across firms & sectors

o closing of the gap between productively dynamic firms/industries and others,
through

o diffusion of technology to other firms, industries
> movement of labor from low-productivity to high-productivity activities

o such as formal manufacturing




What's been going right in Brazil?

Technological progress within firms (in advanced sectors)
° innovation, R&D, adoption of new techniques
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What's been going wrong in Brazil?
o -

Structural change across firms & sectors

o closing of the gap between productively dynamic firms/industries and others,
through

o diffusion of technology to other firms, industries
> movement of labor from low-productivity to high-productivity activities

o such as formal manufacturing




De-industrialization

Manufacturing value added share in GDP, Brazil
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Sources: Nassif and Morceiro (2021) and de Vries et al. (2021).
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High and persistent levels of informality

Formal employment share of total employment in Brazil, in %
2010 | 2015 | 2018
Agriculture, forestry and fishing 128 | 123 | 127
Total Industry 53.3 | 923 | 496
Mining and quarrying 76.8 | 840 | 83.8
Manufacturing 674 | 67.3 | 65.2
Electricity and gas, water, sewage, waste management activities 655 | 73.2 | 70.8
Construction 305 | 302 | 242
Services 58.0 | 615 | 584
Wholesale and retail trade 50.9 | 5.7 | %49
Transportation, storage and courier activities 91.5 | 55.7 | 49.1
Information and communication 675 | 768 | 76.3
Financial and insurance activities 90.7 | 929 | 926
Real estate activities 427 | 474 | Y44
Other service activities 482 | 520 | 476
Public administration and defence; public health and education: compulsory social security | 940 | 944 | 94.2
Total Economy 499 | 533 | 30.9

Source: Nassif and Morceiro (2021).



Large and widening regional disparities

GDP per capita of the regions of Brazil, 1985-2018 (in 2017 PPP US dollars)

GDP per capitain 2017 PPP US dollars
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Productive dualism ...

ADVANCED SECTORS TRADITIONAL SECTORS
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Technological progress
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Need to go beyond ...

Focus on frontier technologies from advanced countries
o problem is with diffusion within the country, not with adoption from abroad

o and frontier technologies do not generate much labor demand

Conventional investments in education
o time lags make it unlikely gap between skills and technology can be closed

Re-industrialization
° no country has been able to reverse employment de-industrialization



Manufacturing Trends in Various Countries
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Successful firms have a wide range of
requirements




And need a variety of non-market
institutions to provide them

Edl..Jc.atlon, worker I IncelEicl Contract
training, S inputs enforcement
labor laws

infrastructure,

R&D ‘

Public

capital, credit

Banking & securities laws,
investment bankruptcy procedures

theft, violence, I | ’
expropriation ‘ taxes
Property rights Tax administration
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political stability




Three key areas of priority

1. Equipping workers

o lessons flgom successful sectoral training programs: importance of wrap-around services, and dual-client
approac

o SENAI?

2. Creating good firms

> modern industrial policies: from top-down subsidies/tax incentives to collaborative arrangements focused
on provision of customized public services and inputs

o SEBRAE?

3. Re-directing innovation
o from labor-replacing to labor-enhancing technologies
° |nnovation Institutes?

Importance of coordination and collaboration among these three; political support;
overall vision & strategy



Key take-away

o

Structural change across firms & sectors

o closing of the gap between productively dynamic firms/industries and others,
through

o diffusion of technology to other firms, industries
> movement of labor from low-productivity to high-productivity activities

o such as formal manufacturing




