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RESUMO
Neste artigo, analisamos, a partir de uma perspectiva estruturalista latino-americana, se o
crescimento da produtividade é afetado pelo crescimento da renda e do emprego. Para testar nossa
hipótese, escolhemos uma amostra de países da América Latina que representam 86% do produto interno
bruto da região. Realizamos um teste econométrico do chamado parâmetro Kaldor-Verdoon e o
parâmetro de crescimento do emprego para os países selecionados.
Palavras-chave: crescimento liderado pela demanda, mudança tecnológica endógena, regimes de
demanda liderados por salários e lucros, regime de produtividade, estruturalismo latino-americano.

ABSTRACT
In this article we analyze, from a Latin American structuralist perspective, whether productivity
growth is affected by growth in income and employment. In order to test our hypothesis, we have chosen
. We
perform an econometric test of the so-called Kaldor-Verdoon parameter and the employment growth
parameter for the selected countries.
Key words: Demand-led growth, Endogenous technological change, Wage-led and profit-led demand
regimes, Productivity regime, Latin American structuralism
JEL classifications: O4, O3, E3
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1. INTRODUCTION
The effect of income distribution on productivity growth is undoubtedly a question of utmost
importance for Latin American countries. Partial answers can be found in research stirred by early
models such as the seminal work by Bhaduri and Marglin (1990) and applications such as that presented
by Bowles and Boyer (1995), who show that aggregate demand and capital accumulation can be either
wage- or profit-led, suggesting that there may be different patterns of interaction between real wage
growth, productivity growth, and output. In this sense, further developments of the same models came
to consider productivity growth as an endogenous variable. Rowthorn (1981), Cassetti (2003), Dutt
(2003), Naastepad (2006), and Hein and Tarassow (2010) have introduced models in which income
distribution explicitly affects productivity growth. These models set the real wage growth and income
growth as explicative variables in relation to the growth in productivity.
On the empirical front, there is a large body of evidence on the relationship between output and
productivity growth the so-called Kaldor-Verdoorn coefficient for Latin American countries, as in
Acevedo et al. (2009), Borgoglio and Odisio (2015), Britto and McCombie (2015), Carton (2009),
Destefanis (2002), Libanio (2006), and others.
However, there is still little evidence on the relationship between real wage growth and
productivity growth in the region. Following Cassetti (2003), Naastepad (2006), and Hein and
Tarasoww (2010), real wage growth gives firms an additional incentive to increase resources dedicated
to innovation. In the words of Hein and Tarassow (2010, 735):
Low unemployment and increasing bargaining power of employees and their labour unions will
speed up the increase in nominal and real wages, which will finally generate a rising wage share
in order to prevent the profit share from falling.
This argument has strong empirical evidence for developed economies such as Austria, France,
Germany, the Netherlands, the United Kingdom, and the United States. We investigate here whether the
same can be said of Latin American economies.
While an increase in real wage growth (or employment growth as a proxy for real wage growth)
has a positive impact on productivity growth in advanced countries, in Latin American economies this
relationship can be negative. As argued by the Latin American structuralist authors, the way productivity
is spread in developing countries is quite different from its diffusion in advanced economies. In the Latin
American countries, sectors with high and low productivity coexist. This structural heterogeneity among
sectors slows down the productivity transmission throughout the economy. As a result, real wage growth
(employment growth) might not be significant in econometrics terms, or this relationship can even be
negative profit-led in terms of Lavoie and Stockhammer (2012).
This article is organized as follows. In the second section, we present the main arguments of the
Latin American structuralist approach and the difficulties for estimating the wage push coefficient,
which means the impact of real wage growth on productivity growth. The discussion contributes to the
design of the econometric exercise and to the interpretation of its results. The third section discusses the
6
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Bhaduri and Marglin (1990) post-Kaleckian model with productivity growth in a very simple fashion;
the fourth section further discusses regimes of productivity growth; the fifth section presents our
econometric experiment, where the objective is to analyze the Kaldor-Verdoorn parameter and the
employment growth parameter; and a conclusion summarizes our findings.

2. THE LATIN AMERICAN STRUCTURALIST SCHOOL
The Latin American Structuralist Approach (LASA) is associated with the Economic
Structuralism regards traditional institutions, sociological factors, and particularities of the productive
structure as key elements in order to better understand economic systems in terms of their concrete
reality.
In his Manifesto (1949), Prebisch argues that the international economy is an integrated system
whose dynamics are the result of the power relations embedded in a core-periphery hierarchy, and that
the fate of Latin American primary goods-exporting economies is explained by the historical
development of this international division of labor (Bielchowsky 1998; Missio and Oreiro 2015).
In addition, structuralism identifies the following characteristics in Latin American economies:
i) the notion that the economic growth of the region is limited by the import capacity; ii) Latin America
has experienced premature urbanization and service-sector expansion; iii) the region has an inefficient
agricultural sector and tributary system; and iv) its economies are marked by reduced domestic market
size. Hence, for the LASA, economic analysis should rely on the economic structure and target the
transformation of such economies.
For Prebisch, one of the consequences of the international division of labor for developing
countries is that the productivity gains derived from technological progress do not result in declining
prices for industrial goods. Consequently, the periphery faces a deterioration of the terms of trade,
exporting primary commodities and importing manufactured goods, and the results are balance of
payment deficits and reduced capacity to import capital goods, which are needed to develop the
industrial sector (Bianchi and Salviano 1999; Bianchi 2002; Ocampo 2011; Cimoli and Porcile 2013).
The LASA argues that, in countries of the industrialized north, technical progress would spread
through the economy faster than in developing economies. In developed countries, labor scarcity and
trade unions would push real wages up. Due to real wage increases, firms would have incentives to
accelerate innovation and technological progress in order to substitute labor for capital. Thus, in
advanced economies, there is a push towards increases in capital intensity, and, along with it, increases
in the real wages and in labor productivity (Rodriquez 2009; Bresser-Pereira 2011; Missio and Oreiro
2015). Authors like Naastepad (2006), Storm and Naastepad (2007), Hein and Tarassow (2010), and
Storm and Naastepad (2012) found robust econometric evidence in favor of this argument in European
and advanced economies.
In the periphery, new technologies are implemented mostly in the primary export sector and a
few related activities. Exporting sectors coexist with backward, low-productivity sectors. Thus, such
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economies have two main characteristics: the growth of productivity is directed towards the primary
goods export sector, and the economic structure is heterogeneous in the sense that there is a productivity
increase in the primary goods exporting sector while in backward sectors productivity growth is slow.
Hence, in the periphery, technical progress does not spread to the whole economy. As a result, the
growth of labor productivity is low, leaving little room for increases in real wages (Pinto 1976; Sunkel
1978; Rodriquez 2009; Cimoli and Porcile 2013; Missio and Oreiro 2015).

3. A POST-KALECKIAN MODEL
In post-Keynesian models, economic growth is an endogenous phenomenon. The foundation of
these models is based on the theoretical contributions of Nicholas Kaldor, specifically the Cambridge
Equation and endogenous economic growth 1. Kaldor (1956) discusses the technical progress function,
in which labor productivity depends on per capita capital growth and on the existence of the relationship
between economic growth and the functional income distribution.
Stockhammer (1999), Bertella (2007), and Oreiro (2011) identified three generations of
economic growth models in the post-Keynesian tradition. The first generation was developed by Kaldor
(1956), Robinson (1956), Kalecki (1954), Harrod (1933), Domar (1946), and Pasinetti (1962). In this
generation of models, the income distribution function is endogenous. In this approach, long-run
economic growth is induced by investment. Thus, investment will increase if the profit share and/or the
profit rate rises.
The second generation was proposed by Kalecki (1969) and Steindl (1952). Therein, the level
of capacity utilizat
has a positive impact on capacity utilization, which triggers investment and then capital growth. The
income distribution function is determined by the exogenously given markup level on direct costs.
Finally, the third generation has been presented by Bhaduri and Marglin (1990), Marglin and
Bhaduri (1990), Dutt (1984), Naastepad (2006), Stockhammer (1999), and Hein (2014). In this line of
models, the major innovation was to consider the degree of capacity utilization and the profit margin as
distinct arguments in the investment function, rather than combining the arguments into the investment
function. In this way, rising real wages may have a positive impact on the rate of profit (Stockhammer
1999; Bertella 2007; Foley and Michl 1999).
According to Bhaduri and Marglin (1990), an increase in aggregate demand and, therefore, of
economic growth, may be achieved by increasing the profit rate and the wage share. The reasoning is
that the increasing wage share would lead to a positive effect on consumption, which in turn would again
improve capacity utilization and profit rates. The requirement for this mechanism is that the impact on
capacity utilization must be higher than the reduction of the profit share. The opposite effect can also
occur. Furthermore, the redistribution of income from profits to wages may have an ambiguous effect
on aggregate demand and, thus, on economic growth.
The second generation of economic growth models has four major distinctions from the first
one. First, prices are influenced by direct costs of production and the degree of monopoly. Second, the
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marginal costs of production are considered constant until the economy reaches full production capacity.
Third, production capacity is not fully utilized. Fourth, the investment function depends on the profit
rate and the degree of capacity utilization (Bertella 2007)2.
The important innovation of the approach proposed by Bhaduri and Marglin (1990) was to
consider the degree of capacity utilization and the profit margin as distinct parts in the investment
function. Thus, an increase in real wages can have a positive impact in the profit rate (Stockhammer
1999; Bertella 2007).
Bhaduri and Marglin (1990) argue that, in a closed economy without government, an expansion
of aggregate demand can be caused by an increase in wage share and/or profit share. Increasing the wage
share would cause a positive impact on consumption
which would in turn increase the profit rate. Indeed, to achieve this outcome, the impact on the capacity
utilization must be greater than the impact of the reduction of the profit share in income. On the other
hand, the rising wage share in income via higher real wages may increase the production costs, reducing
profits, which could reduce investment and thus aggregate demand. The redistribution of income from
profits to wages, or otherwise, may have an ambiguous effect on aggregate demand and economic
growth.

The innovation introduced by Bhaduri and Marglin (1990), i.e., capacity utilization and profit
share as separated arguments in the investment function, which creates the possibility of increases in
real wages, leads to a rise in profit ( , as can be seen in the following equation:
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So far, the models described closed economies without government.
Now we turn to an open economy. In order to analyze the effects of variations of the endogenous
variables on distribution, imported input prices are assumed as exogenous, as well as the real exchange
rate and foreign economic activity. Foreign imports increase competition in the domestic economy,
which may lead in turn to reductions in the markup power of domestic firms.
In this post-Kaleckian open-economy model, the new variables are , which corresponds to unit
raw material and semi-finished product inputs, , the prices of imported foreign goods in foreign
currency, and as the nominal exchange rate. Taking these variables into consideration, the following
price equation is reached:
(10)
The variable

is defined as the relationship between unit labor costs and unit material costs, as follows:
(11)

Thus, it is possible to rewrite the price equation as follows:
(12)
The profit share in this model is given by:
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(13)

In an open economy, the profit share is determined by the markup and the parameter .
Assuming that the real exchange rate is an indicator for international competitiveness, the real
exchange rate is given by:
(14)
Increases in

lead to a positive impact on international competitiveness. Taking the equation

(14) in growth rates:
(15)
From equation (15), an increase in the nominal exchange rate and/or in the level of international
prices have a positive impact on international competitiveness. On the other hand, increases in domestic
prices decrease international competitiveness.
Merging equations (10) and (14), and taking the partial derivative of the real exchange rate, first
in relation to markup, second in relation to the nominal wage, and third in relation to the nominal
exchange rate, and rearranging the terms, renders

.

A rise in the markup implies an increase in the profit share and a reduction in international
competitiveness. From

, nominal wage expansion changes the relationship between labor costs

and raw material costs. Thus, a rise in nominal wage implies a decrease in the profit share, which in this
case reduces international competitiveness. Finally, from

an increase in the nominal exchange

rate (depreciation) denotes a rise in the profit share and also in international competitiveness.
In order to analyze the distribution and growth in an open economy, the goods market
equilibrium is defined as follows:
(16)
where

is total savings,

nominal imports, and
renders i)

; ii)

the total nominal investment,

the total nominal export,

the total

the net exports. The division of equation (6) by the nominal capital stock (
; iii)

)

. Assuming that
(17)

and also assuming that the Marshall-Lerner condition holds, i.e., that the sum of the absolute values of
the price elasticities of exports and imports elasticities exceed 1, the real exchange rate and world income
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have a positive influence on net export. On the other hand, domestic demand has a negative relationship
with net exports.
Summarizing, the net export depends on the real exchange rate ( ); domestic capacity utilization
( ) indicating domestic demand; and foreign capacity utilization (

) as an indicator for foreign demand.

The net exports equation can be expressed as follows:
(18)
The stability condition is

.

In this sense, the elasticity of saving is larger than the elasticity of investment and net exports.
Merging equations (2), (1), and (18) into equation (17), and solving for capacity utilization, capital
accumulation, profit rate, and net of export, the following equations are obtained:
(19)

(20)

(21)

(22)

Taking the partial derivative of the equations above in relation to savings out of profit and
wages, and in relation to profit share, the following expressions are obtained:

and

; thus

the paradox of thrift is revealed, i.e., increases in the propensity to save out of wages or profits lead to
reductions in the level of capacity utilization.
From the set of equations above

(19), (20), (21), and (22)

it can be seen that:

(23)

From equation (23), the relationship between capacity utilization and profit share can be positive
or negative. A positive result of equation (23) means that the positive effect related with investment
demand ( ) and with net exports (

) is bigger than the reduction in consumption (

). In

this case, a profit-led regime is obtained. Otherwise, a wage-led demand is reached.

13

Distribution and Productivity Growth: an empirical exercise applied to selected Latin American Countries

TD 589(2018)

Taking the partial derivative of capital accumulation in relation to saving out profits and wages,
it is obtained that

and

. Increasing propensity to save out wages and profits reduces

capital accumulation.
In relation to profit share, the following equation can be obtained:

(24)

The partial derivative of capital accumulation in relation to profit share is ambiguous, and its
sign depends on the overall outcome of equation (24). In an open economy, it is less likely that the
on and growth are wage-led. The overall outcome for equation (24) depends on
the direct effect of the improvement in the profit (
effect of distribution (

), on the indirect

), and finally, on the indirect effect of international competitiveness

through net exports and domestic capacity utilization (

).

A devaluation in the real exchange rate would increase competitiveness, increasing the set of
parameters (

), which would make the profit-led accumulation more likely. At the same time, if

the income redistribution is in favor of wages, and this in turn is associated with a decrease in the markup
pricing, the competitiveness will improve, thus increases in net exports can reinforce a wage-led regime.
In the case of profit-led capital accumulation growth and a wage-led demand regime, an intermediary
regime takes place.
Taking the partial derivative of the profit rate equation in relation to the endogenous variables
renders

,

and

.

The overall outcome for profit rate is the same as in a closed economy, and the analysis applied
for the profit share can be easily reproduced.
Taking the partial derivative of the net exports equation in relation to the propensity to save out
of profit and wages, where

,

, the partial derivative of net exports in relation to

propensity to save is, not surprisingly, positive. Increases in the propensity to save have a positive impact
on net exports through a reduction in the domestic demand.
As for the profit rate and profit share:

(25)

The relation between net exports and profit share is ambiguous. Assuming a wage-led regime,
the second term in the numerator of equation (25) will be positive: (

).
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At the same time, it is possible to assume that devaluation in the nominal exchange rate can
boost competitiveness. Furthermore, if the effect of capacity utilization on investment is low, the first
term of equation (25) can also be positive: (

).

In this case, a wage-led regime can be verified, and nominal exchange rate devaluation increases
competitiveness. Assuming a wage-led regime and that markup pricing is constant, increases in the wage
share have a negative impact on net exports, which can reverse the overall result to a profit-led case.
Nevertheless, in an open economy, domestic firms might have to reduce markup pricing due to
international competition. If this situation increases labor bargaining power, it can reduce prices and
thus increase competitiveness.
Summarizing, assuming a wage-led demand regime, the overall result of the model can be
ambiguous. It will depend on the power of domestic enterprises to keep the markup constant. If the
domestic firms can maintain the level of markup, the overall result might be profit-led, otherwise, wageled. In a profit-led demand regime, with increasing profit share and devaluation of the nominal exchange
rate, assuming that the Marshall-Lerner condition holds, the overall result should be profit-led.

4. PRODUCTIVITY GROWTH APPROACH
Having presented the Bhaduri and Marglin (1990) or the basic post-Kaleckian model, let us now
turn to the effects of productivity growth.
The model relates profit-led and wage-led regimes with productivity. Thus, productivity can be
considered wage-led in the case where an increase in wages raises productivity, enhancing capital
investment; as a result, there is an increase in labor productivity growth. Nevertheless, in the case where
real wages increase productivity, enhancing capital investment, the regime is wage-led (Lavoie and
Stockhammer 2012, 15).
Considering a developing economy, in which the labor productivity is not spread towards the
economy, such economy can be considered productivity growth profit-led, since increasing real wage
growth would not have a positive impact on productivity growth.
In the model presented by Hein and Tarassow (2010), the capital accumulation equation
considered the growth rate of productivity. Capital accumulation is positively related to profit share,
capacity utilization, and productivity growth. The accumulation rate is positive whenever the expected
profit rate exceeds the minimum profit rate. In contrast with the previous model (Bhaduri and Marglin
1990), Hein and Tarassow (2010) include the productivity term in the investment equation.
Both Naastepad (2006) and Hein and Tarassow (2010) suggest a simple equation with
endogenous productivity growth as follows:
(26)
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the real wage

growth rate.
The coefficient

is the Kaldor-Verdoorn coefficient, which means that productivity growth is

improvements in the division of labour; learning-by-doing; and increasing investment, as new
equipment and new methods can both enhance productivity (Storm and Naastepad 2012).
The coefficient

in equation (26) reflects a positive relationship between real wages growth

and productivity growth. As argued by the LASA, increases in th
accelerate innovation and technological progress. Furthermore, Hein and Tarassow (2010) argue that a
Therefore, the wage share rises, causing a reduction in the profit share and hence real wage increases
will have a positive impact on productivity growth3. In the Hein and Tarassow model,
is positive by
definition. Due to their characteristic structural heterogeneity, which determines a backward pattern of
productivity growth, this may not be the case for developing economies.
Three important works test equation (26). The first is Naastepad (2006). In this paper, the author
tested not only equation (26) but a set of equations to determine whether the Netherlands operates under
a wage- or profit-led regime. The second work is Naastepad and Storm (2007), in which the authors
perform a similar empirical exercise for a larger sample of developed countries, including France,
Germany, Italy, Japan, the Netherlands, Spain, the United Kingdom, and the United States. The third
noteworthy empirical exercise was carried out by Hein and Tarassow (2010), who tested the equation
for Austria, France, Germany, the Netherlands, the United Kingdom, and the United States.
The results from Naastepad (2006) and Naastepad and Storm (2007) are quite similar. The
Kaldor-Verdoorn coefficient estimated in Naastepad (2006), or the parameter , is 0.63, which is close
to the estimation for OECD countries performed by León-Ledesma (2002). The wage-push coefficient,
, is 0.52. Both coefficients have the expected signs and are highly significant 4.
Considering the terminology used by Lavoie and Stockhammer (2012), the Netherlands can be
considered wage-led, since increases in real wage are aligned with enhanced technological progress.
Hein and Tarassow (2010) obtained a coefficient for the Netherlands (0.45), which is smaller than that
of Naastepad (2006) 5. The Kaldor-Verdoorn coefficient is smaller when compared with other studies
for advanced countries. The authors attribute this difference to the introduction of lagged variables. It is
interesting to note, though not surprising, that the wage-push coefficient is positive for all advanced
economies, reinforcing the structuralist argument that technological progress spreads evenly throughout
these economies and real wage growth has a positive impact on productivity growth.
As emphasized in the introduction, there is robust evidence for the Kaldor-Verdoorn law in
relation to Latin American countries; such evidence has been shown by Acevedo et al. (2009), Borgoglio
and Odisio (2015), Britto and McCombie (2015), Carton (2009), Destefanis (2002), Oliveira and Lemos
(2006), and others.
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5. ECONOMETRIC EXERCISE
The aim of this subsection is to compare outcomes for different Latin American countries. In
order to do so, the major difficulty is data availability, given that the majority of international databases
have a shortage of data in one form or another. Even CEPALSTAT, a database created by the Comisión
Económica para América Latina y el Caribe, has data only for recent years, which makes comparable
statistical analysis impossible. Consequently, proxies were used for some variables. A description of the
data can be found in Table 1.

TABLE 1
Description of variables
Variable

Abbreviation

Productivity = GDP per
capita, constant local
currency

Period

Source

Brazil:
1980 2014:
Bolivia:
1980 2012;
Chile:
1980 2012;
Mexico:1989 2014;
Venezuela:1981 2014

World Bank national
accounts data, and
OECD
National
Accounts data files

GDP = constant local
currency

World Bank national
accounts data, and
OECD
National
Accounts data files

employment rate 7

International
Organization,

Labour
Key

Indicators of the Labour
Market
database.
Except Mexico: IMFWEO

The estimated equation is:
(27)
in which is labor productivity,
found in Table 2.

the real output, and

the employment rate 6. The estimates can be
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TABLE 2
Estimates of productivity equation (27), selected countries

Note: The estimation method was least squares corrected by HAC standard errors and covariance (Bartlett kernel,
Newey-West fixed) for Brazil, Chile, Colombia, Uruguay, and Venezuela. The estimation method was least squares
corrected by White heteroskedasticity-consistent standard errors and covariance for Mexico. The t-statistics are the
numbers in parentheses below each coefficient. SE is the standard error.

D.W. is the Durbin Watson statistic. F is the F-statistic and prob > F is the probability associated
with observing an F-statistic.
The overall estimation presents a high-adjusted
. The Durbin-Watson statistic does not
suggest any problem with serial correlation. For most of the countries studied, it was not possible to
reject the hypothesis of serial correlation and heteroskedasticity, except for Argentina.
For those countries that presented serial correlation and heteroskedasticity, the OLS corrected
by the HAC standard errors and covariance (Bartlett kernel, Newey-West fixed) was applied. For
Venezuela, we used the robust least squares method. The model ARMA was also applied when it was
needed. We also applied the KPSS unit roots test on the series to verify whether the series were
stationary. For most of the countries, the estimation did not reject the hypothesis that the series are
stationary. The table with the tests is reported in the appendix.
The Kaldor-Verdoorn coefficient estimated was (0.59) for Argentina, (0.51) for Brazil, (0,63)
for Bolivia, (0.74) for Chile, (0.55) for Colombia, (0.62) for Mexico, (0.62) for Uruguay, and (0.54) for
Venezuela. These coefficients are similar to estimations from other studies.
Acevedo et al. (2009) studied the Kaldor-Verdoorn law for different sectors for a panel of 18
Latin American countries for the period 1950 2006. Using disaggregated data, the authors were able to
calculate the elasticities of sectoral growth to overall output. Their results suggest not only that the
manufacturing sector is one of the drivers of economic growth, but also that some sectors lead growth
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within the manufacturing industry. Their results also confirm that there is a negligible relationship
between primary resource sectors and economic growth, which gives support for the structuralist thesis.
Borgoglio and Odisio (2015), using panel data, estimated the Kaldor-Verdoorn coefficient for
Argentina, Brazil, and Mexico. Between 1951 and 1982, the estimated coefficient
was 0.62, and
0.56 between 1983 and 2010.
Kaldor Verdoorn] para el conjunto de Argentina, Brasil y México durante las seis décadas que
Carton (2008) estimated the KaldorVerdoorn coefficient for Argentina, Brazil, Chile, and Venezuela and found that
was 0.78 between
1961 and 2005. Libânio (2006), using data for Argentina, Brazil, Chile, Colombia, Costa Rica,
Dominican Republic, Ecuador, Mexico, Peru, Uruguay, and Venezuela from 1980 and 2006, found the
coefficient

to be between 0.64 and 0.69 depending on the estimation method that was implemented.

Carton (2009) estimated

to be 0.68 for Brazil, Bolivia, Ecuador, Paraguay, Colombia, Chile,

Argentina, Uruguay, and Venezuela.
The employment push coefficient was not significant for the majority of the countries. The
exceptions were Chile, Colombia, and Uruguay, which presented a positive and significant coefficient,
which indicates a wage-led regime. Nonetheless, for the other countries these parameters were not
significant, confirming the Latin American structuralist hypothesis that for Latin American countries
productivity does not spread through the economy in the way it does in advanced economies. In this
case, employment growth, which is used as a proxy for real wage growth, does not have a positive
impact on productivity growth, as is the case in advanced economies.

6. CONCLUSION
This research concludes that the Kaldor-Verdoorn coefficients estimated here are similar to
those obtained by other studies, such as those of Borgoglio and Odisio (2015), Britto and McCombie
(2015), Carton (2009), Destefanis (2002), and others.
This study shows that the employment push coefficient was not significant for the majority of
the countries in the sample. The exceptions are Chile, Colombia, and Uruguay, which showed a positive
and significant coefficient, suggesting a wage-led regime. Nevertheless, for the other countries, these
parameters were not significant, which is consistent with the LASA hypothesis. In fact, for Latin
American economies, a pervasive feature is the fact that the heterogeneity of the productive structure
does not tolerate a pattern of technological diffusion similar to what is observed in the economies of
industrialized Northern countries. Therefore, a rise in real wage growth (or employment growth) does
not have a positive impact on productivity growth.
In Latin American countries, structural heterogeneity indicates that high and low productivity
sectors coexist, restricting the spread of productivity gains through the whole economy. One possible
path to modify this structure is to increase the proportion of sectors with high productivity in the
economy, as pointed out by recent research from the structuralist school.
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NOTES
1

Endogenous growth in the post-Keynesian framework is different from the endogenous growth built
in Romer (1986/1990). In Romer, the growth is endogenized by human capital in a typical CobbDouglas function in a dialogue with the Solow growth model, in which the technical progress is
exogenous. In a post-Keynesian framework, the endogenous growth is related to a demand-led approach
in which path dependence is central for growth.
2. Regarding the degree of capacity utilized, the discussion by Bhaduri and Marglin (1990) had
previously been made, in some way, by other authors. For instance, Amadeo (1986) argues that, if the
level of capacity utilization is endogenous, changes in real wages make the effect regarding functional
distribution of income (wages and profits) ambiguous. The author argues that reductions in real wages
are not sufficient for the economy to have higher rates of growth. On the other hand, increases in real
wages may increase the level of capacity utilization, thus increasing the rate of profit.
3
In the next chapter, equation (1) will be discussed in more detail.
4
There are several differences in regard to the estimated equation and applied methods used by these
authors. Although the outcomes are reported here, the reader should know that the estimated equation
is quite different.
5
For France 0.54, Germany 0.43, Austria 0.33, UK 0.23, and US 0.11. The wage-push coefficients are:
Germany 0.32, France 0.31, Netherlands 0.33, Austria 0.67, UK 0.25, and US 0.36.
6
This variable is used as a proxy for the variable gross output of the manufacturing industry.
7
Estimated from series of unemployment as a total percentage of the labor force (national estimate) as
100-unemployment.
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APPENDIX

TABLE A1
KPSS test for the Latin American selected countries

TABLE A2
Breusch-Godfrey Serial Correlation LM Test for Latin American selected countries
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TABLE A3
Heteroskedasticity Test ARCH for Latin American selected countries

TABLE A4
Autocorrelation tests for Latin American selected countries

Uruguay
Sample: 1983 2014
Included observations : 31
Autocorrelation

Partial Correlation
1
2
3
4
5
6
7
8
9
1...
1...
1...
1...
1...
1...
1...

AC

PAC

Q-Stat

Prob

0.844
0.753
0.632
0.535
0.417
0.304
0.221
0.144
0.113
-0.01...
-0.08...
-0.21...
-0.24...
-0.29...
-0.38...
-0.40...

0.844
0.141
-0.11...
-0.01...
-0.10...
-0.09...
0.036
-0.01...
0.096
-0.34...
-0.01...
-0.25...
0.200
-0.04...
-0.25...
0.096

24.291
44.290
58.882
69.710
76.547
80.321
82.409
83.336
83.927
83.941
84.298
86.780
90.056
95.412
104.87
116.29

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
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TABLE A5
Multiple breakpoint tests for Latin American selected countries

Bai-Perron tests of L+1 vs. L sequentially determined breaks; sample: 1960 2011; break test options: Trimming 0.15, Max. breaks
5, Sig. level 0.05; Test statistics employ HAC covariances (Bartlett kernel, Newey-West fixed bandwidth) assuming common data
distribution; * significant at the 0.05 level;
** Bai-Perron critical values.
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