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The Peruvian 
economy and the 
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1. Introduction

T he Peruvian economy has entered its seventh consecutive year of  
growth, which together with one-digit inflation, significant growth of  exports 
and of  net international reserves, makes it into an attractive destination for 
investment. Favorable prices of  basic products on international markets and 
the dynamism of  internal demand suggest that the economy will sustain this 
vigorous growth process and that it is sufficiently prepared to resist possible 
external shocks.

The great challenge, though, is to ensure that the fruits of  this growth 
are translated also into sustained employment growth and contribute to a 
substantial reduction of  the poverty (particularly of  extreme poverty) and 
inequality that still exist in the country. Although some of  the major social 
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indicators have begun to show positive signs, how long it will take for these 
changes to be perceived by the population – particularly by the lower-income 
segments – and how close will be the approximation between political 
timing and administrative timing will be fundamental to ensure that growth 
is accompanied by social stability and democratic governability. In this 
connection, a crucial issue is the necessary reform in the administration of  
the State to enable it to adequately shepherd the process.1

It is also important to take into consideration the Peruvian economy’s 
peculiar characteristics and how they have a bearing on the effectiveness 
of  the economic policies implemented. Peru is a country of  great diversity, 
encompassing various races, languages, and ecosystems that make for a great 
potential in areas such as agroindustry, tourism, or forestry. Its complex 
geography, however, poses difficulties for the physical integration of  the 
Peruvian peoples and tests the most sophisticated engineering. A considerable 
portion of  economic transactions takes place in informality and coexists with 
the modernity of  satellites and the Internet, the practice of  barter and the use 
of  the traditional plow in the countryside. Enterprises are in general of  small 
and medium size, and dozens of  thousands of  so-called microbusinesses exist 
throughout the country, headed by a family or by individuals that make up a 
significant share of  the working age population.

Four types of  economy coexist in the country: a subsistence economy (A), 
which encompasses extremely poor rural sectors; an informal urban economy (I), 
which encompasses about 70 percent of  productive activity; a modern, industrial 
economy (M), which implements competitiveness strategies; and a knowledge and 
services economy (C), which as yet is not very large but has great potential.2

Of  these four, the first two are the most important, owing to the 
population and the poverty levels involved; the other two account for the 
largest share of  GDP, foreign exchange generation, and tax revenues, and for 
most contacts with the modern world. One of  the development strategy’s 
objectives should be a narrowing of  the gap among these different types of  
economy, taking into consideration the specific characteristics of  types A and I 

1 See Cornejo Ramírez, Enrique. “Hacia una Transformación del Estado en América Latina” in Revista “Nueva 
Sociedad.” Caracas, September-October 2005, No. 199, pp. 204-119.
2 Cornejo Ramírez, Enrique. “La Economía Peruana: balance, perspectivas y propuestas” in Diplomacia, 
Estrategia y Política-DEP. Brasília, DF, Brazil, April-June 2005, No. 3, pp.119-141.
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(to which standard policies cannot be successfully applied, as they are designed 
for other contexts) and seeking to approximate them to and incorporate them 
into types M and C.

There follows an analysis of  Peru’s economic, social, and political aspects 
and of  its medium-term prospects.

2. Macroeconomic stability and growth
The Peruvian economy is currently experiencing a phase of  sustained 

growth. In 2002-2005, GDP grew at 5 percent; in 2006, the growth rate rose 
to 8 percent; in 2007, it is holding at 7 percent. GDP is expected to grow at an 
annual rate of  at least 6 percent in 2008-2011. In the previous decades there 
was no record of  such a prolonged, substantial growth. A growth rate above 
7 percent is accompanied by other major benefits.

Every year, a contingent of  350,000 Peruvians reach the age of  15 and 
are thus ready to form part of  the economically active population (PEA). 
According to the last input-product figures available, each GDP percentage 
point generates 50,000 direct jobs. These figures indicate that the GDP growth 
rate must be at least 7 percent a year to provide jobs for the new labor force. 
After many years, Peru is now growing at a pace that generates sustained 
productive employment.

In the last seven years, Peru has ranked second among other Latin 
American countries in terms of  per-capita GDP, as shown in Chart 1. The 
sustainability of  Peru’s economic growth is further seen in the fact that it is 
due not only to the favorable situation of  the world economy but also to the 
dynamism of  internal demand and of  the nonprimary productive sectors that 
are recording higher growth rates.
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Chart 1
PBI Per Cápita (Tasa de variación promedio anual: 2000-2007)

Fuente: World Economic Outlook en Evolución Macroeconómica del último año. Velarde, Julio. Banco Central 
de Reserva del Perú (BCRP). 2007.

Chart 2 shows that in 2001-2005 economic growth received a strong 
impetus from exports. In 2006 and 2007, though, it was internal demand that 
drove growth, as it grew 9 percent and 10.6 percent, far above the GDP and 
exports growth rates. Also in 2006-2007, the manufacturing sectors grew at an 
average rate of  8.8 percent, while the primary sectors grew about 4 percent. 
In these two years, the construction sector has recorded the highest growth 
rates: 12.5 percent and 14.7 percent, respectively.

Chart 2
Crecimiento de la demanda interna (Variación porcentual)

Fuente: Velarde, Julio. Evolución Macroeconómica del último año. Banco Central de Reserva del Perú. BCRP. 2007.
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Economic growth has translated into greater household purchasing 
power. According to Peruvian Central Reserve Bank figures,3 the Available 
National Income grew 11.9 percent in 2006 and 12.7 percent between January 
and June 2007.4 The increase in the monthly household income in 2003-2007 
obeyed a decentralized pattern, as follows: 53 percent in Cusco; 43 percent in 
Iquitos; 34 percent in Huancayo; 30 percent in Trujillo; 25 percent in Chiclayo; 
and 22 percent in Arequipa.

Greater Household purchasing power is shown also in sales figures, which 
rose in nearly all economic sectors. According to Apoyo Consultoría,5 sales 
figures rose between January and July 2007, as follows: color television, 81 
percent; refrigerators, 60 percent; mobile phones, 59 percent; cable television 
subscriptions, 29 percent; and Internet access, 12 percent. This significant 
pattern of  consumption of  hard goods is noticed both in Lima and in the 
major cities in the country’s interior.

As regards construction materials, 2007 figures are also eloquent: 53 
percent higher cement consumption, 29 percent higher consumption of  
floorings, etc. Between 2002 and 2006, the construction sector grew nearly 
40 percent, owing to greater consumption of  cement, iron, roofing boards, 
ceramics, and paints.

Table 1 shows that GDP growth per sector in 2007 was as follows: 
construction (cement, 16.8 percent); trade and services (both over 7 percent); 
and manufacturing (6.6 percent). These are the sectors that sustain overall 
growth. Agriculture and livestock have grown 3.5 percent this year, while 
mining and fisheries have recorded lower figures. According to projections by 
the Ministry of  the Economy and Finance,6 this sectoral performance should 
continue in its essential aspects in 2008, but mining, hydrocarbons, and fisheries 
are expected to grow at higher rates.

3 Banco Central de Reserva del Peru-BCRP. “Evolución Macroeconómica del Último Año.” Presentation by 
Dr. Julio Velarde, BCRP President at the Council of  Ministers, Lima, July 2007.
4 The higher income of  Peruvian families was also due to the periodical remittances by Peruvians living abroad, 
which total an estimated US$3.5 billion a year; and to higher transfers from abroad, after deduction of  the 
corresponding profits remitted abroad.
5 For further details please check www.apoyo.com, which provides information on the ten enterprises that 
make up Grupo Apoyo, including Apoyo Consultoría.
6 For further details on macroeconomic projections for the Peruvian economy please check the Ministry of  the 
Economy and Finance’s page on the web: www.mef.gob.pe, particularly the information on the 2008-2010 
Pluriannual Macroeconomic Framework. 
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Table 1
Global GDP and sectoral GDP (Real percent variation)

2006 2007 p/ 2008 e/
Global GDP
Agriculture and Livestock
Fisheries
Mining and hydrocarbons
Manufacturing
Construction
Trade
Services

7.6
7.4
2.4
1.4
7.4
14.8
11.1
7.0

7.2
3.5
0.4
2.3
6.6
16.8
7.4
7.9

6.2
4.1
3.2
6.4
6.3
14.0
6.5
5.4

p/ Projected
e/ Estimated
Source: Ministry of  the Economy and Finance

Table 2 below shows growth projections for 2008. Analysts from various 
institutions agree that GDP will grow about 7 percent by end-20007 and 6 percent 
by end-2008. Projections include those by the IMF, the Reserve Central Bank, 
the Ministry of  the Economy and Finance, the Peruvian Economy Institute-IPE, 
and two major corporate banks – Banco Continental and Scotiabank Perú.

Table 2
Projected GDP growth: 208 (in percentages)

Entity/Institution 2007 2008
International Monetary Fund-IMF
Central Reserve Bank of  Peru-BCRP
Ministry of  the Economy and Finance-MEF
Scotiabank Peru
BBVA Continental Bank
Peruvian Economy Institute-IPE

7.0
7.2
7.2
6.2
7.5
7.5

6.0
6.0
6.2
6.2
6.5
6.1

Source: Various institutions.

Current growth is reflected in substantial fiscal revenues, which have 
raised the available cash holdings not only of  the National Government 
but also of  most Regional and Municipal Governments7 that receive funds

7 Peru has 25 Regional Governments, 195 Provincial Municipalities, and more than 1,800 District Municipalities.
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from Canon and Sobrecanon and from the Municipal Compensation Fund-
FONCOMUN8to finance their infrastructure projects and works.9The National 
Government’s tax revenues have risen about 15 percent of  GDP and a similar 
growth is estimated for 2007 and 2008 (See Chart 3).

A fiscal surplus of  2 percent of  GDP has been recorded in 2006 and it 
is estimated that this surplus will be of  0.8 percent of  GDP.10 A look at the 
structural results of  the Nonfinancial Public Sector (SPNF) shows a 0.2-percent 
deficit in 2006 and a 1.8 percent deficit in 2007. In general, there is evidence of  
responsible and transparent management of  fiscal accounts, which undoubtedly 
contributes to a confidence-inspiring macroeconomic environment.

Table 3 shows the performance of  and projection for the main 
macroeconomic indicators as well as growth, according to official estimates 
by the Reserve Central Bank of  Peru. In 2006-2007, Peru had Latin America’s 
lowest average inflation: 2.1 percent. Initial estimates for 2007 situate inflation 
at 2.5 percent, but external factors11 could drive this rate up to about 3 percent, 
which still means very low inflation.

Chart 3
Resultados fiscales y ciclo económico

8 FONCOMUN is financed by revenues from the Municipal Promotion Tax, which is equivalent to two percentage 
points of  the General Sales Tax-IGV, currently 19 percent of  the sales tax (VAT in other countries).
9 One of  the problems faced by fiscal management is the slow pace of  the execution of  projects at the different 
levels of  government. Execution of  budgetary expenditures is slow owing to the valuation and inspection 
procedures, which are still complicated and centralized, as well as to the precarious management capabilities of  
many subnational governments.
10 According to estimates by the Peruvian Economy Institute-IPE.
11 In the second half  of  2007, the Consumer Price Index rose as a result of  the confluence of  higher prices of  
food imports (wheat, corn, milk products) and oil, all of  which impacts significantly on the family consumption 
basket in Peru.



The Peruvian economy and the challenge of  growth with social inclusion

Diplomacy, Strategy & politicS – July/September 2007178 

Table 3
Peru: main economic indicators

Year Housing
Annual var.

Total
Exports

(US$ millions)

Total Imports
(US$ millions)

Net 
International

Reserves
(US$ millions)

Outstanding 
External 

Public Debt
(GDP percentage)

2005 1.5 17,367.7 12,081.6 14,097.0 28.1
2006 1.1 23,800.0 14,866.0 17,275.0 23.6
2007* 2.5 27,312.0 18,114.0 22,827.0 19.2
2008** 2.0 29,470.0 21,106.0 25,939.9*** 17.4

* BCRP projections
** BCRP estimates
*** Author’s estimates
Source: BCRP. Author’s estimates

Goods exports in 2007 should total US$27 billion (a record) and 
approximate US$30 billion in 2008. It is worth noting that the growth of  
exports with aggregated value (nontraditional exports) has been higher is 
respect of  certain items than that of  total exports. Imports have also steadily 
increased and are expected to total a little over US$18 billion in 2007 and over 
US$21 billion in 2008. In 2006, capital goods imports grew at 35 percent and, 
by May 2007, they were growing at 41 percent.

The current level of  international reserves in 2007 is about US$23 billion, 
equivalent to more than fifteen months of  regular imports, and already surpasses 
the stock of  the external public debt. The external public debt to GDP ratio 
has fallen to 19 percent as a result of  a deliberate policy of  the Ministry of  the 
Economy and Finance, which in recent years has undertaken various advance debt 
payments, particularly of  its debt with the Paris Club, as well as exchanging U.S. 
dollar-denominated debt for new soles and improving the profile of  future debt 
servicing in respect of  rates and schedule. Peru thus displays sufficient financial 
strength to honor its obligations and to face eventual external shocks.12

It can be said that the Peruvian economy’s current growth is supported by 
a strong impetus in internal demand, the expansion of  nonprimary productive 

12 The strong inflow of  U.S. dollars from higher exports, foreign investment, remittances, increased receptive 
tourism, and even drug trafficking create a structural problem owing to the exchange rate’s declining trend. The 
weakness of  the U.S. dollar contrasts with the recent strengthening of  the Peruvian sol, forcing the Central 
Reserve Bank to intervene drastically in the foreign exchange market as a buyer so as to prevent a further 
decline of  the exchange rate, which could harm exporters’ returns.
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sectors, rising investment, trade balance surplus, and responsible management 
of  public finances. This growth is beginning to have an impact on jobs creation 
and this is happening in a decentralized way.

3. Higher investment and the determination of  
country risk

The higher investment that is driving growth is clearly reflected in the 
indicators shown in Chart 4. Between 2002 and 2007, private investment has 
steadily risen from quarter to quarter, at a 20-percent rate. It is estimated that 
private investment in 2007 will reach 19 percent of  GDP. National and foreign 
investors have high expectations about the Peruvian economy’s future; this 
leads one to believe that by 2010 investment will rise to 30 percent of  GDP.

Chart 4

In 2007-2010 a total US$20 billion should be invested in major projects 
in the sectors of  mining, hydrocarbons, telecommunications, industry, 
infrastructure, energy, and services. Table 4 lists the major projects and the 
enterprises involved, indicating the estimated investment amounts.

Mining projects of  great magnitude stand out, such as the Toro Mocho 
or Río Blanco, each one involving an estimated investment of  US$1.5 billion. 
As regards hydrocarbons, the second phase of  the Camisea project alone 
will require an investment of  US$2.2 billion, while the so-called Lote 67 may 
require an investment of  US$1.6 billion. The expansion of  the mobile phone 
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network and of  the telecommunications broad band call for no less than US$1 
billion in additional investment, while the construction of  the South Pier at 
the Callao Port will need an investment of  US$600 million.

In respect of  industrial projects, expansion of  the Cajamarquilla Zinc 
Refinery and phosphate exploitation in Bayóvar (Piura) will require US$500 
million each. The Brazilian Camargo Correa consortium plans to invest US$200 
million in a new cement plant, and the Backus brewery has already started 
expanding its plant to the tune of  US$250 million. Cementos Lima intends to 
invest about US$180 million in its “El Platanal” project, while major Peruvian 
and Chilean business firms are planning mega shopping centers in various 
cities, which will require investment of  over US$250 million.

Table 4
Investment Projects: 2007-2010 (US$ millions)

Sector/Enterprise Project Amount

MINING:
• Perú Copper S.A
• Zijin Mining Group
• Minera Yanacocha
• Extrata

HYDROCARBONS:
 • Perú LNG
 • Barret Resources
 • Petrobrás-PeroPerú

TELECOMMUNICATIONS:
 • Telefónica del Perú
 • América Móvil (Claro)

INDUSTRIAL:
• Votorantim Metais
• Vale do Rio Doce
• Camargo-Correa
• Backus

INFRASTRUCTURE:
• Dubai Ports World Callao
• Romero Group

ELECTRICITY:
• Cementos Lima

Tormocho
Río Blanco
Minas Conga
Las Bambas

Camisea II
Lote 67
Planta Petroquímica

Expansion mobile network/broad band
Mobil phone

Expansión Cajamarquilla
Bayóvar phosphates
Cement plant construction
Plant expansion

South Callao Pier
Ancón Port

El Platanal

9,697
1,500
1,400

935
930

5,051
2,200
1,600

800

1,993
1,000

560

2,129
500
450
200
250

1,051
617
200

245
180
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Sector/Enterprise Project Amount

OTHER SECTOR:
• Tottus
• Casagrande
• Sodimac – Falabella Group
• Parque Arauco
• Corporación Pesquera Inca
• Parque Arauco, Gloria, Wiese 
• Wong Group
• Graña y Montero
• Energo Projexp Nicogradnjo
• Agroindustrial Laredo

24 shops: Lima, Trujillo, Chiclayo
Distillery and crops
Various shops
San Isidro Shopping Complex
Vessels and plant
Mega Shopping Center Arequipa
Lima Plaza Norte Shopping Center
Road concession Coast-Sierra
Callacuyán-Huamachaco Highway
Arena Dulce Sugar Project

784
100
66
60
54
50
40
35
31
24
20

TOTAL 20,960

Source: Inflation Report. Central Reserve Bank of  Peru-BCRP, September 2007.

This significant demand for new investment drives the growth of  
productive capacity and increased productivity, the latter of  which had never 
occurred. According to a study by the Groningen Growth and Development 
Center, cited by the Central Reserve Bank,13 Peru records one of  the highest rates 
of  labor productivity in Latin America. Indeed, in 2000-2006, labor productivity 
in Peru grew 2 percent, as compared with Chile, 1.8 percent; Mexico, 1.4 percent; 
Brazil, 0.9 percent; and Colombia, 0.4 percent in the same period.

In addition, a survey on Peruvian enterprises’ expectations showed that 
70 percent of  them14 said that they had recorded increased productivity15 of  
over 4 percent in recent years. The already mentioned higher capital goods 
imports also contributed to increased productivity.

Market diversification, adoption of  competitive strategies based on 
differentiation or intense segmentation, and improved productivity have also 
contributed to the significant growth of  exports with higher aggregate value 
(about US$6 billion in 2007). A recent survey16 shows that 26.5 percent of  
166 successful enterprises considered productivity the most important factor 

13 The study, done by the Groningen Growth and Development Center and The Conference Board (Total 
Economy Database), was cited in Banco Central de Reserva del Peru… “Evolución Macroeconómica del 
Último Año.” Op. cit., Lima, July 2007, p. 30.
14 Id. Ibidem, p. 31.
15 The interviewed enterprises’ productivity estimates took into account the different measures adopted, such 
as the number of  physical units produced or sold per worker, of  physical units produced or sold per raw 
material consumed, and so on.
16 Cornejo Ramírez, Enrique…; “El Desafío Competitivo: Estrategias de empresas exportadoras peruanas exitosas”. Lima: 
Editorial San Marcos, April 2007, pp. 240-242.
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to explain competitiveness, while 47 percent said that to increase productivity 
it is necessary to improve the yield of  all productive factors.

The evaluation of  a country’s risk is one of  the factors of  greatest weight 
in the decision-making of  investors, particularly of  foreign investors. Every risk 
classifying bank or agency has its own methodology but their common denominator 
seeks to determine whether a country is in a position to honor its international 
obligations and which is the “environment” for good investment performance. 
This involves consideration of  economic, social, political, and cultural factors.

Charts 5 and 6 show that the country risk index has steadily declined 
since 2002. Over this entire period, Peru’s country risk index has remained 
below the Latin American average, and by mid-2007 it hit its lowest level, 
approaching Mexico’s index.

Gráfico nº 5
Riesgo País: Embi + Perú (pbs) (2000-2007)

Gráfico nº 6
América Latina – Spreads de Bonos Soberanos (PDI) (en puntos básicos)
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What is doubtlessly of  most interest to international analysts is the course 
of  Peru’s country risk under Alan García’s social democratic government, 
which began in July 2007 and runs through 2011. The particular concern 
for the performance of  the APRA government in its second constitutional 
mandate is due to the fact that it had serious problems in the economic area 
during its previous administration (1985-1990).

As Chart 7 shows, between August 9, 2006 and June 12, 2007, Peru’s 
country risk declined steadily, hitting a record on various occasions. This indicates 
that the international markets look favorably at the Peruvian economy’s course 
and at the Peruvian government’s performance in this regard. Some have dubbed 
this performance “the García effect” or “the born again García effect.

Gráfico nº 7
Perú: distribución de la PEA

In October 2007, the Canadian Dominion Bond Rating Service (DBRS) rated 
Peru’s country risk as low in view of  the strength of  its economy, fiscal discipline, 
and adequate monetary policy being implemented by the Government.17 DBRS is 
one of  the seven Nationally Recognized Statistic Rating Organizations-NRSRO 

17 Ministerio de Economía e Finanzas del Perú-MEF... “Peru: Grado de Inversión.” Press notice on MEF’s 
page: www.mef.gob.pe. Lima, October 19, 2007.
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in the United States, together with Moody’s, Standard & Poor’s, Fitch Ratings, A. 
M. Best Company, Japan Credit Ratings Agency, and R&I Inc. By October 2007, 
Standard & Poor’s had rated Peru BB+ (one step from the investment rating), while 
Moody’s rates it Ba2 (two steps from investment g). Everything seems to indicate 
that in a short time these two agencies will accord Peru the investment rating, because 
as analysts say: “in practice Peru already has reached investment grade.”

4. Employment and social indicators
At the beginning, this essay stressed that the main challenge before 

the Peruvian economy is ensuring that the fruits of  solid economic growth, 
examined in detail in the preceding, are perceived as positive by major segments 
of  the population living in poverty or extreme poverty. This is the meaning 
of  “social inclusion,” “equality,” and “social justice.”18

According to Ministry of  Labor and Employment Promotion’s official 
figures for May 2007, urban employment in enterprises with ten or more 
workers were growing 8.5 percent a year, the highest rate of  recent years. 
Employment growth occurs not only in the city of  Lima but also in the 
country’s major regions.

Between January and May 2007 – as compared with the same period of  last 
year – employment grew 21 percent in Trujillo; 17 percent in Talara; 12 percent in 
Sullana and Arequipa; 10 percent in Piura and Cusco; 9 percent in Lima; 7 percent 
in Huancayo, Ica, Chiclayo, and Tarapoto; and 6 percent in Puno. This decentralized 
growth has meant that in certain months, in cities such as Trujillo and Ica, a situation 
of  “full local employment” occurs, in accordance with the seasonal character of  
the agricultural exports business. Employment growth thus takes place essentially 
in sectors such as manufacturing, agroindustry, construction, and services.

Table 5 lists a series of  social indicators for 2006. It shows that although 
employment figures have begun to improve in urban zones, the key problem 
is underemployment, which affects more than half  the economically active 
population. It was estimated that 51.6 percent of  the population were living 
in poverty in 2006. According to these figures, five out of  ten Peruvians are 
poor and two are extremely poor.

18 The main objective of  the plan of  the APRA government headed by Alan García is development with social 
justice in the context of  an economic and social democracy that victor Raúl Haya de la Torre (APRA’s founder) 
called “a democracy of  bread and liberty.”
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Table 5
Peru: main social indicators (2006) (In percentages)

Indicators 2006
Employment *
Unemployment*
Underemployment*
Poverty**
Extreme poverty**
Illiteracy
Birth (per 1,000)
Mortality (per 1,000)
Infant Mortality (1,000)
Demographic growth

91%
8.5%
54%

51.6%
13´830,804

11.4%
21.80
6.05
29.90
1.4%

* Percentage of  economically active population – May-June-July
** 2004 figures
Source: INEI, IMF,Cepal, Author’s compilation

The illiteracy rate still holds at 11.4 percent; the gross infant mortality 
rate is still 29.9 percent, while the malnutrition indicators are substantial, 
particularly in the child population of  lower-income segments. Achievement 
of  the United Nations Millennium Development Objectives is a hard task 
that will take a long time.19

Chart 8 shows a pyramid illustrating the distribution of  the economically 
active population in Peru. Rural micro enterprises account for 27.7 percent; 
urban micro enterprises account for 24.3 percent; and 13.2 percent of  the 
economically active population are unqualified independent urban workers. 
These three segments make up 65.2 percent of  the working age population.

19 The eight millennium goals are: eradicate extreme poverty and hunger; achieve universal primary education; 
promote gender equality and empower women; reduce child mortality; improve maternal health; combat HIV/
AIDS, malaria, tuberculosis, and other diseases; ensure environmental sustainability; and develop a global 
partnership for development.
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Gráfico nº 8
Perú: Distribución de la PEA

Small enterprises account for 7.3 percent of  the economically active 
population; medium and large enterprises account for another 7.3 percent; 
public sector workers make up 6.5 of  the total; the unemployed, 5 percent; 
unqualified, independent rural workers, 4.4 percent; women working at home, 
3.3 percent; and qualified independent workers, only 1 percent of  the total.

Employment policies and social programs under implementation seek to 
frontally attack the problem focused by the pyramid, as can be seen in Chart 9.
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Gráfico nº 9
Perú: Políticas Sociales y de Empleo 2006-2011

As to the unemployed at the pyramid’s base, the Government has 
launched a temporary job program titled “Construyendo Perú” [Building 
Peru] and a labor training program for young people. The different types of  
social assistance come under the “Crecer” [To Grow] program. There is also a 
conditioned transfer program titled “Juntos” [Together], which benefits some 
400,000 families living in extreme poverty.

A Worker’s Grant has been established for unqualified, independent 
urban workers and women that work at home. Support for micro and small 
enterprises is provided under a program titled “My Enterprise” and through 
initiatives implemented by Prompyme,20 whose objective is to promote 
workshops, markets, and the construction of  industrial parks. As to medium 
and large enterprises and qualified independent workers, the Ministry of  Labor 
and Employment Promotion establishes the requisite normative framework 
and oversees compliance with labor rules.

Another program that is greatly emphasized by the Government provides 
support to financial institutions that extend micro credit, such as Municipal 
and Rural Banks and the Enterprises for the Development of  Micro and Small 

20 Commission for the Promotion of  Micro and Small Enterprises.
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Enterprises-Edpymes.21 This support is administered by Banco de la Nación, 
which operates as a second-tier platform, under agreements, and has extended 
about 40,000 new micro credits, mainly in poor rural areas.

One of  the major reasons of  social exclusion is the precariousness or 
inexistence of  basic infrastructure (roads, bridges, water, electric power, telephone, 
ports, and airports). Studies done in the country or by international organizations 
show that the poor are the ones most affected by the lack of  infrastructure.

Gráfico nº 10
Regiones: infraestructura y apertura

Chart 10 shows that a large percentage of  the Peruvian population does 
not have access to basic public services, particularly in the country’s interior, 
and that a significant portion of  it has not benefited from the business 
opportunities opened by agreements such as the one under the U.S. Andean 
Trade Preference Act.

21 By late-August 2007, outlays directed at micro enterprises exceeded US$2 billion, which were used to extend 
1,119,000 small loans, each averaging 5,600 new soles. Of  these micro credits, 36 percent were granted by the 
Municipal Banks, 23 percent by Edpymes, and 7 percent by the Rural Banks.
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President García’s Government is determined to foster growth and promote 
investment, as well as reducing poverty and inequality, which still affect millions of  
Peruvians. Table 6 lists the Government’s objectives to be reached by 2011.

Cuadro n° 6
President Alan García’s Government Plan: goals until 2011

  Reduction of  poverty from 50 percent to 
30 percent.

 800,000 property deeds granted.

 Peru’s output of  140 billion.  Eradication of  illiteracy.

  Reduction of  malnutrition from 25 percent to 
16 percent.

  Higher quality education in reading and 
mathematics.

  250,000 housing units for 1.2 million 
Peruvians.

  Reduction of  informal employment from 53 
percent to 35 percent.

  Potable water and electricity for 90 percent 
of  Peruvians.

  Regions and municipalities will have 66 
percent of  resources needed for public works.

The main goals established include reduction of  poverty from 50 percent 
to 30 percent; reduction of  child malnutrition from 25 percent to 16 percent; 
construction of  at least 250,000 housing units and granting of  800,000 property 
deeds. The plan also calls for providing potable water and electricity for 90 
percent of  the Peruvian population, reducing informal employment to 35 
percent, and eradicating illiteracy.

Achievement of  these goals and targets will depend in large measure on 
overcoming the shortcomings that now hinder public administration’s efficiency. 
As noted, one of  the major limitations is the need of  transforming the State, whose 
norms, regulations, and procedures, as well as the mentality of  its functionaries 
prevent bureaucracy’s timing from coinciding with political timing. The population 
requires a prompt answer to its demands. Thus, it is essential to agree on the need 
to maintain macroeconomic stability and growth as State policies, so as to permit 
the State to meet the population’s demands, while observing fiscal responsibility.

5. Growth, social inclusion, and governability
As mentioned, to be sustainable growth has to be accompanied by 

social inclusion, which must be accomplished in a context of  democratic 
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governability. This is the tripod that must support the development strategy, 
in which Peru is engaged, with solid macroeconomics and sustained growth, 
despite major challenges related to social inclusion.

There is a further requirement: in economies such as Peru’s, economic 
policies must take into account the “point of  departure,” which may not be 
the ideal but which determines the efficacy of  the measures adopted. Table 
7 schematically sums up our argument that there is a “previous competitive 
phase” that is not usually taken into consideration but whose characteristics 
ought to be understood and transformed into strength.

Cuadro nº 7
Modelo de explicación del “Punto de partida inicial” para el análisis 

de la competitividad de en países en desarrollo*

The current situation is as follows: small and very small businesses with 
low productivity, but which involve thousands and thousands of  Peruvians. 
How to include them? This task involves financing, technical assistance, and 
training. How to make less costly and complex the formalization of  enterprises 
is another problem that calls for administrative and taxation facilities. In 
addition, banking regulations or the Basel norms have not been designed in 
terms of  microfinancing, but it is the micro financing institutions that are 
making the greatest bancarization and social inclusion effort.
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The cultural diversity, geographical complexity and even the oral tradition 
that characterize the majority of  Peru’s population should be put to use so as to 
ensure a more inclusive growth, in view of  the ability and creativity Peruvians 
show in addressing their most pressing needs.

Taking into account these characteristics of  the “previous competitive 
phase” does not mean that less emphasis should be placed on competitiveness 
strategies based on increased productivity, innovation, and leadership, which 
can be employed to advantage by enterprises of  sufficient size and with a 
modern organization. Economic policies should consider both phases and 
not only the second phase, as is common. Only thus can we ensure that the 
A and I economies of  the model presented at the beginning of  this essay may 
approach the M and C economies, thereby triggering development with social 
inclusion and democratic governability. DEP

Translation: João Coelho


